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No. 3(22)-Tex (A)/64-Tex (P)
GOVERNMENT OF INDIA

MINISTRY OF COMMERCE
New Delhi-2, the 8th July, 1966

To

The Secretary,

Tariff Commission,

Central Govt. Offices Building,
101, Queen’s Road, BOMBAY.

SUBJECT : Report of the Tariff Commission on the Prices of
Cotton Yarn and Cloth.

SIR,

I am directed to refer to the Report submitted by the
Tariff Commission in 1962, on the Fair Prices of cotton cloth
and yarn on the basis of an enquiry undertaken by it under
Section 12(d) of the Tariff Commission Act, 1951.

The Commission had recommended the fixation of the
ex-mill and retail prices of cloth and yarn in accordance with
certain formulae suggested by it. As was to be expected in
dealing with such a vast industry having numerous varie-
ties of cloth and yarn and with qualities varying from produ-
cer to producer, the Commissoin had evolved broad formulae
for arriving at prices leaving Governmental agencies (Textile
Commissioner and others) to work out the details of prices.
The formulae prescribed by the Commission for price fixation
had, therefore, to be further worked out for ready application.
The recommendations of the Commission for fixation of prices
were accordingly referred to a Technical Committee appointed
by Government, to advise Government on the working of
the Tariff Commission’s formulae in detail in such a manner
as  would, without causing administrative complications,
enable the fixation of prices of at least the varieties in more
common use in the country. Another Panel of well-known textil
technologists also studied the report of the Commission.

In the meantime, Government were having under their
consideration the question of statutorily controlling the
prices of cotton textiles in pursuance of its policy to control
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prices of essential commodities. Accordingly, price and pro-
duction controls over the manufacture and sale of certain
varieties of mill-made cloth of mass consumption viz. dhoties,
sarees, longcloth and shirting were introduced with effect from
20th October, 1964. The production and price of drill was
also brought under control with effect from the 1st December,
1964. The purpose underlying the above steps was to ensure an
adequate supply of good cloth of popular varieties at reason-
able prices for common mass consumption. A statement
outlining the broad aspects of this scheme was made by the
Minister of Commerce in Parliament on the 28th September,
1964.

Under the statutory controls scheme, formulae have been
prescribed for working out the cost of cotton, the conversion
charges for spinning and weaving and the ‘processing charges
for processes such as bleaching, dyeing, mercerising, etc.,
which have gone into the making of a piece of cloth of the
controlled variety., The price so worked out is stamped on
the piece of cloth as the ex-mill price. The retail price of the
cloth, the excise duty, the category and description of the
cloth, the “tex-mark” of the mill and the words “controlled
cloth” are also stamped on such cloth. The formulae for the
fixation of prices under the above statutory control scheme
have taken into account the recommendations of the Tariff
Commission and those of the Technical Committee and the
Panel of Textile technologists. This scheme has been in force
for the last twenty months, and is working satisfactorily.

I am to add that the reference to the Commission on the
fixation of cotton textile prices and the action taken by Govern-
ment after receipt of the Commissioner’s report leading to the
introduction of statutory controls on the prices and production
of mill-made cloth had already been brought to the notice
of the Parliament while answering several Questions on the
subject, in both the Houses in addition to a statement laid on
the table of both houses on 28th September, 1964. In view
of the action already taken by the Government in the matter,
Government consider that adequate compliance had been made
with the provisions of Section 16 of the Tariff Commission
Act, 1951 and that no further action is called for,

Yours faithfully,
T. S. KUNCHITHAPATHAM,
Deputy Secretary to the Govt. of India.
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REPORT ON THE PRICES OF COTTON YARN
AND CLOTH

CHAPTER I
REFERENCE, SCOPE AND METHOD OF INQUIRY

1.1.1. The circumstances leading to the present inquiry

and its terms of reference are stated in the Government of India,

Ministry of Commerce and Industry Resolution

1.1. Reference. No. 3(12)-TEX(A)/60, dated 5th December,
1960 which is reproduced in Appedix I.

1.1.2. The cotton textile industry which was a protected
industry was subjected to comprehensive scheme of controls
during the war period. Controls were continued thereafter for
a few years in order to safeguard the economy against shortages
arising as an aftermath of the war. In 1953 controls were lifted
and the industry was allowed to operate in a free economy,
But textile prices rose subsequently owing to changes in market
conditions and the inflationary pressures generated in the de-
veloping economy. Consumer demand outstripped supply and
stocks with mills reached a low level during the first half of
1956. To establish a balance the Government of India en-
hanced the excise duty on cotton textiles from Ist September,
1956, the incidence of which was made particularly heavy on
fine and superfine varieties. This led to the expected restriction
of consumption and fall in prices. There followed at the same
time an increased production of coarse dhoties and sarees by
mills on account of the lower excise duties on those varieties
and the rebate on excise duties on extra production of coarse
fabrics. This led at first to restoration of normalcy. But as
the mills persisted in producing mainly those fabrics on which
the incidence of excise duty was light, stocks began to accumu-
late. To counteract the tendency a reduction was made in ex-
cise duties in December, 1957 and in March 1958, but the
situation did not improve. As the position became a little dis-
turbing the Government of India appointed the Textile En-
quiry Committee in May 1958 to enquire into the situation and
suggest remedial measures. The Committee suggested a reduc-
tion and realignment of excise duties in order to make the in-
dustry produce on normal lines. As a consequence of the mea-
sures adopted by Government on the recommendation of the
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committec there was an increased offtake of fabrics and the ac-
cumulated stocks with mills declined by the end of 1959. But
meanwhile there were other complicating factors which inter-
fered with the sustenance of thc economy. The forecast of a
poor cotton crop in 1959-60 of led to a risc in the prices of co-
tton textiles afterAugust 1959. The tendency became aggrav-
ated and there was a considerable rise in prices by January
1960. At the instance of Government, the Indian Cotton Millg’
Federation (hercinafter referred to as the Federation) issued a
warning proposing certain measures to bring down the prices,
but it was ineffective. The situation was also affccted by the
Wage Board Award during this period resulting in a further
rise in prices. Even though there wer e contributory factors to
such a rise, the prices reached unaccountably high levels by
the middle of 1960. As the situation was disquieting, the Gov-
ernment of India urged the Federation to reduce the cloth and
yarn prices and it agreed to bring down prices to the levels
prevailing in October 1959. In the opinion of Government,
however, the prices ruling in August 1959 were a better basis
for subsequent adjustment and they insisted on the Federation
taking the prices of August 1959 as the norm. The Federation
agreed and the mills were called upon not to charge more than
25 per cent on coarse cloth, 22 ‘per cent on lower medium, 18
per cent on higher medium, 114 per cent on fine and 9 per cent
on superfine over the prices that prevailed in August 1959,
Wherever the prices were lower than the stipulated limits,
mills were to continuc to charge the existing rates. A schedule
of prices was also fixed for'yarn of counts upto and including
40s mainly spun from Indian cotton. The prices thus fixed
were required to be stamped on every piece of cloth. The retail
prices were calculated by adding 15 per cent to ex-mill prices.

1.1.3. These arrangements, though satisfactory as far as
they went, did not fully satisfy Government in respect of their
probable impact on the consumer and the large number of
persons cmployed in the handloom sector of the industry who
were dependent on mill yarn. Government, therefore, consi-
dered that a comprehensive inquiry into the conditions of the
industry was desirable and referred the casc to us for an inquiry
under Scction 12(d) of the Tariff Commission Act, 1951.

1.1.4. The specific aspects which form the terms of the
reference on which we are expected to report are ‘—
(1) the cost of production of the various representative
types of cloth and yarn;
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(2) the capital structure, investment and fair return there-
on, taking into consideration the need for continuous
rehabilitation and modernisation and the fair rate of
return over the cost of production that should be al-
lowed to the industry;

(3) fair ex-mill prices of cloth and yarn;

(4) the cost of distribution of cloth and yarn and a reason-
able basis for determination of fair retail prices;
and

(5) method of periodic price adjustments to cover major
changes in cost elements.

1.2.1. In accordance with the terms of reference we have
to examine the cost of production in the industry and deter-
mine fair ex-mill prices for cotton yarn and
iln'qzliirys“’l’e of cloth. The capital structure of the industry
) has also to be examined and a fair rate of re-
turn recommended taking into consideration the question of
rehabilitation and modernisation of the industry. It is also
necessary for us to devise suitable methods for periodic price
adjustments to provide for major changes in the prices of cotton
and other elements constituting the cost of production. Finally,
it is also within the scope of the inquiry to investigate the dis-
tribution system of cloth and yarn and the overall cost so that
the retail prices do not prove a severe burden on the consumer.
Having regard to the background of controls and the present
reference, we consider that products of industrial con-
sumption, that is, industrial yarns and fabrics of cotton, such as,
rope, cord, belting canvas, filter cloth, tarpaulin, etc., do not
fall within the scope of our inquiry.

1.2.2. On a comparison of the scope of the previous in-
quiry by the Tariff Board in 1948 it would be seen that the scope
of the present inquiry is not only wider in its coverage but also
more detailed in character. On the last occasion the inquiry
was meant to find out the cost of production of various types
of cloth and yarn and to recommend fair ex-mill prices in the
context of the standardisation scheme. The Tariff Board had
also to devise as suitable method for adjustment of prices to
allow for fluctuations in the prices of raw cotton and other ele-
ments. In the present reference we consider that the emphasis
is on the basis of fixing fair prices; the determination of costs of
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production of individual types or varieties will only be a pre-
liminary process or be by way of illustration. The reference
has also come up when a voluntary scheme of price regulation
by the industry is in force and the question whether or not there
should be statutory regulation is left open. The present inquiry
should also cover a study of the capital structure of the industry
and the pattern of investment. We are also required to deter-
mine a fair return on capital keeping in view the vital problems
of rehabilitation and modernisation. The distribution system
and its costs are also brought within the purview of the present
inquiry in order that the retail prices that are ultimately fixed
may be reasonable in the interest of the consumer.

1.2.3. Subsequent to the Government reference to us there
have been further developments which have a bearing on the
present investigation. The Federation announced a furiher
reduction in prices which came into effect on 1st January
1961. Yarn prices upto 40s were reduced as part of the
scheme. In this scheme of price reduction fabrics were divided
into popular and other varieties. The group of popular varieties
comprised about 25 per cent of the total production and the
reduction of prices was grcater by about 3 per cent in their case.
Simultaneously the margin between the retail prices and ex-
mill prices was raised from 15 per cent to 18 per cent. It was
also stipulated that new varieties of cloth should not be produc-
ed without the approval of the Textile Commissioner. Retail
prices were to be advertised for the information of the public.
Further, on 17th July, 1962, the Federation announced ceiling
prices for yarns above 40 counts.

1.3.1. The present inquiry commenced in December
1960 with the issue of a letter to all cotton textile mills in the
country requesting them to furnish data re-
ilﬁs" Method.  of garding their installed capacity, production

quiry- of different counts of yarn and varieties of
cloth and year of commencement of production. Simulta-
neously relevant information available in the office of the Tex-
tile Commissioner was also collected. Balance sheets and pro-
fit and loss accounts for the year 1948 and for each of the years
1956 to 1960 were obtained from the mills. In January 1961
a detailed questionnaire was issued to the mills. The Federation
and the regional associations of millowners were requested to
submit comprehensive memoranda on the various problems
of the industry. Powerloom factories and their associations as
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also the apex-handloom cooperative societies were sent suit-
able questionnaires to elicit relevant information, Similarly,
yarn merchants’ associations, cloth dealers’ associations, sole
selling agents of mills, distributors, wholesalers and chambers
of commerce were asked to furnish information regarding dis-
tribution arrangements, etc. The Textile Commissioner was
requested to submit a comprehensive memorandum on the
various aspects of the textile industry. The Coal Controller
was addressed for information on the prices of coal, its dis-
tribution systcm and availability to the textile mills. The State
governments were requested to supply information regarding
acreage under cotton cultivation and output and prices of raw
cotton in their respective States. The Indian Central Cotton
Committee (I.C.C.C.) was also asked to send data on the pri-
ces and availability of imported and indigenous cottons of dif-
ferent staple lengths. Memoranda were also invited from the
Cotton Textiles Export Promotion Council and the All India
Handloom Board. The National Industrial Development Cor-
poration (N.I.D.C.), the Industrial Finance Corporation of
India (I.F.C.) and the State Financial Corporations were
requested to furnish information regarding financial assistance
extended to the cotton textile industry for development and re-
habilitation. The Indian Trade Representatives abroad were
addressed for ascertaining the competitive position of Indian
cotton textiles in foreign markets. Other interested parties
were also invited through a press note to present their views to
the Commission. By the time of our public inquiry 317 mills
and 39 associations had replied to our questionnaires. Details
of the cotton mills visited by us are given in Appendix II.

1.3.2.1. It is obvious that in an industry of the magnitude

of our cotton textile industry comprising nearly five hundred
. units it is not possible to investigate the prob-
132, . Desigh  Jems and cost structure of all the units indi-
ey vidually. Particularly in respect of costing,
the adoption of the census method of bringing all the units
within our purview is impracticable. Therefore, sample survey
is the only alternative and for this purpose proper selection
of units for costing and other relevant study with due regard
to the diversity of units is the initial problem. We drew upon the
advice of the Textile Commissioner’s organisation and the
Federation for the purpose. The latter at this stage represented
to us that the units selected should not be preponderantly the
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most efficient and successful units or those having a consider-
able degree of automation as these will not truly represent the
character of the bulk of existing units in the industrry. Taking
all factors into consideration we selected 31 composite mills
and 12 spinning mills to serve as sample for costing and de-
tailed investigation.

1.3.2.2. The selected units have a coverage of 12-82 per
cent of total spindleage in the country which is made up ~of
9-52 per cent from the composite mills and 330 per cent from
the spinning mills. The sample has also a coverage of 13-08
per cent of the loomage of the composite sector, These per-
centages of the coverage are considered adequate for making
generalisations about the industry as well as for estimating
average costs. The table below shows the number of composite
and spinning mills in the country with their capacity and also
the number of selected units with their capacity.
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The units selected cover almost all major States except Bihar
and Orissa, where the development of the industry is not sig-
nificant. A table giving the region-wise distribution of the com-
posite and spinning mills in the country and the number of
units selected in each region for the sample is given in Ap-
pendix III.

1.3.2.3. We have also taken care to see that the regional
coverage of the sclected units in terms of spindleage and lo-
omage corresponds as far as possible with the distribution of
spindles and looms in the country. Though the regional per-
centages may not correspond exactly with the overall per-
centages, adquate representation is given in the sample to arcas
of concentration such as Gujarat and Maharashtra. Further,
as there is normally a correlation between the size and effi-
ciency of a unit the efficiency factory has to be given adequate
representation in the sample by selecting units corresponding
as far as possible to the prevailing size groups in the industry.
Tables giving details in this respect of the composite mills and
spinning mills are given in Appendix IVA and IVB.

1.3.2.4. Finally, a few details about the selected units
in respect of their operation are necessary for drawing useful
inferences germane to cost estimation. Such details in respect
of installed capacity, wet processing facilities, average number
of shifts worked, average count of yarn produced and the
types and varieties of cloth made in the selected units are
given in Appendix V.

1.3.3. A list of units selected for cost investigation and
names of the Cost Accounts Officers who examined their costs
is giver in Appendix VI,

1.34. In order to have a comprehensive appraisal of
individual points of view, group discussions were held by us
with producers and their associations on 18th July 1962, with
yarn consumers and with distributors’ organisations on 19th
July, with representatives of all-India labour organisations as
also the Federation and interests closely connected with exports
on 20th July. The public inquiry was held on 23rd and 24th
July 1962 followed by cost discussions indvidually with the
costed units lasting till 31st July 1962 and with the Fedcration
again on 2nd August, 1962. The time taken since the reference



9

was made to us was not only due to the large number of impor-
tant price inquirics almost simultancously assigned to us (su-
gar, wool, cement, iron and steel) but was due also to the issue
of a comprehensive questionnaire by us, the elaborate steps
taken after consulting the Federation in regard to the selction
of units to be costed, the considerable time taken by the great
majority of units to reply to us and above all the magnitude of
the unprecedented task involved in costing 43 units, analysing
and classifying the data and framing therefrom cost formulae
and method of escalation thereon.

1.3.5. A list of those who attended the group discussions
and the public inquiry is given in Appendix VIL.



CHAPTER II
HISTORICAL RETROSPECT

2.1.1. A historical resume will be found useful in appre-

ciating the phases in the devclopment of this old industry.

Grant of protection at a late stage of its growth

2.]. Early deve- and quantitative restrictions on import of tex-

lopment. tiles from Japan afforded it a sheltered market..

Price and production controls which came in later have not
been considered as an unmixed blessing.

2.1.2. Production of cotton textiles in India dates from
antiquity. The fine products of the industry cnjoyed undis-
turbed market supremacy right up to the sixteenth century.,
Subsequently also when the British first established their rule
in India the products of the industry retained a high
teputation but deterioration set in from the middle of the
eighteenth century and reached its lowest ebb during the first
half of the nincteenth century. India then began to supply
raw cotton to Britain and imported from there manufactured
fabrics on a large scale. The reinstatcment of the industry on
modern lines in this country commenced about the middle of
the nincteenth century. Though the first cotton mill was started
under English enterprise in 1818 at Calcutta, the industry had
its real beginnings in 1854 when a cotton mill established in
Bombay under Indian auspices commenced production. With-
in a span of twenty-five ycars the number of cotton mills in-
creased to 56 having a spindleage of 145 million and a
loomage of 13,000. An important feature of the industry at this
stage was predominance of the spinning section. The industry
made a headway by the end of the century when there were 193
mills with a spindleage of nearly 5 million and a loomage of
over 40,000.

2.1.3. In the carly stages of its development the industry
was concentrated in Bombay island. Of the 82 mills in India
during 1883-84, 44 were in Bombay. This may be attributed
to the good transport facilities available in Bombay for the
acquisition of raw cotton both internally and from abroad
and also for the convenience of exporting yarn to countries
like China. Besides, availability of capital and entrcpreneurial

10
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ability were factors favourable for the concentration of the
industry at the carly stages in Bombay. This trend continued
till the end of the century when upcountry centres like Ah-
medabad commenced production of cotton textiles. The dis-
persal of the industry which became more pronounced sub-
sequently was due to the fact that export markets for Indian
yarn, particularly China, disappeared.

2.1.4. During the first decade of the present century there
were also significant changes in the character of the industry.
The predominance of purely spinning units diminished and
several integrated units came into cxistence. Spinning units
found it profitable to instal looms and cater to the growing de-
mand in the domestic market. There was a higher percentage
increase in looms as compared to spindles during subsequent
years. In that period there was an increasc of 34 per cent in
spindles and 134 per cent in looms. This trend developed during
the period of first World War and there was a further increase
of 23 per cent in the loomage by the end of the War period.

2.1.5. The Indian cotton textile industry has had a chequer-
ed career and has been subject to various vicissitudes parti-
cularly after the first World War. The years immediately
following manifested boom conditions as were prevalent all
over the world as an aftermath of war. But this was shortlived
and a slump followed soon after.

2.2.1. With the onset of depression in the early twenties,

the cotton textile industry in Bombay was very scriously affec-

ted and at the request of the Bombay Mil-

2.2. Previous Jowner’s Association Government appointed

tariff inquiries. 5 Tariff Board in 1926 to investigate the condi-

tions of the cotton textile industry with special reference to

the section of industry in Bombay and Ahmedabad and to

examine the causes and character of the depression and
report whether the industry was in need of protection.

2.2.2. The Tariff Board reported in 1927 that the depres-
sion in the industry was part of the world-wide slump and was
also the effect of severe competition from Japan. It agreed
that the industry had established its claim for protection against
imports from that country. The Tariff Board also suggested
diversification of production to withstand competition both
internal and from abroad and recommended that the industry
should manufacture goods of superior quality. Though all the
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recommendations were not accepted by Government, a measure
of protection was granted to the industry by the Indian Tariff
(Cotton Yarn Amendment) Act of 1927. The Tariff Board’s
suggestion regarding mills deversifying their production ins-
tead of concentrating on the production of coarse grey cloth
was acted upon by the industry and the second Tariff Board of
1932 referred with appreciation to this trend towards diversi-
fication. Many of the units added in the meantime equipment
for bleaching, dyeing, printing and calendering and werc en-
gaged in spinning, weaving and finishing. Protection was ex-
tended to cotton fabrics by a two-tier system of duties with
effect from 1930. Subscquently, a special inquiry was conducted
in 1936 and protection to the industry was continued but at
reduced rates. An Indo-British Trade Agreement, which had
been under negotiation for some time, was signed in 1939
and the protective duties which had a two-tier basis were con-
tinued.

2.3. On the eve of the second World War there were 389
cotton mills in India having about 10'06 million spindles and
2:02 lakh looms. But out of this only 8-99
Period of second million spindles and 1-83 lakh looms were
World War  working indicating that the industry was
not then working to full capacity. Latcr, under the stress of
war demands mills and had to work to full capacity and there
was also an increase in exports. According to the Millowner’s
Association cxports of mill made cloth which stood at 195
million yards in 1939 reached the peak of 936 million yards
in 1942 but gradually came down to 427 million yards in 1945,
The output of the industry grew during the war period but
there was no increase in either spindleage or loomage, increased
production being achieved mainly by working sccond and third
shifts.

2.4.1. The year 1947 was significant as it saw the end of
protection for the cotton textile industry which had grown
2.4. Withdrawal under its shelter for two decades. The Tariff
of Protection and Bnard that conducted a summary inquiry in

;‘:‘;::quem Pro* that year observed that the industry had failed

to substantiate its claim for continuance of protection and
recommended that all protective duties should cxpire on 3lst
March, 1947. Government gave effect to the recommendation
by the Indian Tariff (Amendment) Act, of 1947 but the existing
dutics were continued as revenue duties.
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2.4.2. Almost immediately the industry had to face the
consequences of the partition of India. Though there was no
dismembermentof the industry, since ihe textile mills werc pre-
dominantly located in India, there was some dislocation which
had to be met as some of the areas producing the best staple
cotion passed to Pakistan. According to the Textile Commis-
sioner there were 268 composite units and 88 spining units in
India operating in January, 1948, with a total spindleage of
10-07 million and loomage of about 1-93 lakhs.

2.4.3. The latest phase in the growth of the industry is the
impact of development plans in the country. Under the First
Five Year Plan a cloth target of 4,700 million yards was en-
visaged for the mill sector. The production of mills was to be
supplemented by the output of handlooms which was to be pro-
gressively increased from the estimated output of 924 million
yards in 1951-52 to 1,300 million yards by 1952-53 and 1,700
million yards by 1955-56. The programme of developmen
of the mill sector during the First Plan envisaged a modest
expansion in the spinning section through establishment of
new units and expansion of existing uncconomic units . There
was also intensive utilisation of the capacity of the organised
sector during the First Yecar Five Year Plan period. Atthe
samc time the problems of unemployment and underemploy-
ment in the handloom sector came to the front.

2.4.4. By the time the Second Five Year Plan was launched
the number of composite units had gone up to 291 and spinning
units to 121. Spindleage had risen to 12°05 million and loo-
mag: to 2-3 lakhs. Two expert committees had examined
and reported on the cotton textile industry in respect of its
organised and unorganised sectors. The Kanungo Committee
reported in 1954 on all aspccts of the industry and
the Karve Committcc made important recommendations
in respect of the unorganised sector of the industry. It was
established as a guiding principle that all additional cloth re-
qui-ed for consumption should emerge from the handloom and-
powerloom sectors. As a consequence production of the orga-
nised mill sector was restricted to around 5,000 million yards
per annum and certain limits were imposed on the manufac-
ture of those varictics of cloth which were earmarked for hand-
looms. No increase in loomage was cnvisaged during the
period. However, additional capacity to the extent of 1-57
million spindles was permitted to step up the production of
yarn to 1,950 million lbs. There was thus a massive expansion
in spindleage particul-rly to provide yarn for handlooms.
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2.5.1. The Indian cotton textile industry consists of three
sectors which are technically and economically distinct. They
2.5. Unorganis- 2r¢ the organised mill, the powerloom and the
ed sector and its handloom. [tis not merely the scale of opera-
vulnerability. tion that distinguishes them from one another.
The nature of organisation, the technique of operation and the
business methods followed are all characteristically distinct
in respect of each of the sectors. In a way they represent
stages in the process of evaluation but their develppment has
not followed a logical course. From handlooms the cvolution
was towards mills and the powerlooms came later, perhaps as
an intermediate stage combining the techniques of the two
divergent methods of operation.

2.5.2, Mills represent the most important and modern
sector of the industry. There are compositc mills which are
vertically integrated. They spin, weave an finish cloth. Some
mills arc exclusively spinning units. Powerlooms represent the
next sector though chronologically they camc later. Hand-
looms represent the third sector which again may vary in its
organisation. Itis invariably run on the cottage basis though
occasionally it may take the form of a factory. The domestic
type of handloom is peculiar to only one State, namely, Assam.
There the loom is part of the domestic equipment and work
on it is essentially for home consumption and rarely to supple-
ment the family income.  The inter-relationship between these
sectors has developed in an atmosphere of conflicting interests.
They are not parts of an organic whole except for the fact that
the two minor sectors entirely depend on the major one for
the supply of yarn. The products that emerge from the three
sectors are not so exclusive in character as to isolate the mar-
ket. Individuality is a characteristics of some of the expensive
handloom products; others have ncar substitutes from the
powerloom sector or even from the mills. Competition being
unequal, handlooms have needed the fostering care of the
State. Their position has become particularly vulnerable as
the consumer is shedding this traditional preferences.
The general rise in prices has made the low income buyer less
discerning about quality. During the period of inflation and
high prices there was always a reshuffling of groups of buyers
attached to broad categories of goods in order to conform to
a new pattern of family budgets. In this process the handlooms
have lost whatever exclusiveness they had in respect of their
clientele.



15

2.5.3. Accurate statistics about the unorganised sector
are rather difficult to obtain. At any rate it may be established
that handloom weaving is a full time occupation. The Fact
Finding Committee -estimated in 1942 the number of looms
at 20 lakhs of which only 17 lakhs were found to be active.
Among them 14 lakhs of looms were used in the manufacture
of cotton fabrics. The Kanungo Committee in 1954 estimated
that 20 lakh looms were working on cotton fabrics out of
which Assam had 4°5 lakh looms which were purcly domestic
in character. Therefore commercial looms were fixed at 155
lakhs by the Committee and about 80 per cent of them were
considered active. They provided employment to nearly 15
lakh persons. The total unemployment in the weaving com-
munity was estimated at 4 lakhs which corresponded to 3-5
lakhs of inactitve handlooms. Tt is now estimated by the Tex-
tile Commissioner that during the Third Plan period the
number of handlooms in production will be 20 lakhs which will
give an annual output of 2,500 million yards.

2.5.4. To make an accurate estimate of powerlooms in
the country is even more difficult as it is alleged that their
growth has been surreptitious. They freely switch over to art-
silk and staple fibre yarn so that itis difficult to say how many
are on actual production of cotton textiles. In 1942 the Fact
Finding Committee estimated that there were 11,640 power-
looms in the country of which 55 per cent were concentrated
in the Bombay Presidency. By the time the Kanungo Commit-
tee was appointed the total number of powerlooms increased
to 24,071. By 1960, on the basis of the Texmark provided
for them the number was found to have increased to 26,421.
It is difficult to estimate those that are outside such Texmark
regulations. Even after division of Bombay State the con-
centration in Maharashtra continues. At the public inquiry
it was mentioned that 80,000 unauthorised looms have applied
for registration and that considerale circumspection would
have to be excrcised before registering them. Their existence has
greatly added to the complexity of the problem of raw material
and restrictions on mill production. Their competition, in the
context of cotton shortage and the limited availability of ex-
tra yarn in the short period pending installation of three mil-
lion additional spindles which have been licensed, will reduce
the availability of yarn to the handlooms and powerlooms
already authorised. Tt will also have a tendency to disturb the
distribution arrangements for yarn by raising prices even
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where regulation might otherwise have been effective.
Hence it was emphasised at the public inquiry that handlooms
should have priority in regulated yarn supply, the authorised
powerlooms coming next for allocation en a rateable basis.

2.5.5. The volnerability of the unorganised sector has
been reduced by mecasures like reservation of certain textile
varieties exclusively for it and the imposition of a cess on mill-
made cloth. The Federation has enumerated certain advan-
tages for the powerlooms as against the mills. In the first
place they are not bound by the factory legislation
affecting labour to the same cxtent as the mills, Consequently,
the wage cost for them is much lower. Besides they do not have
to provide for certain social overheads such as housing of la-
bour, provident fund, Employees State Insurance, etc. The
excise duty imposed on them is also substantially lower. They
are also free from the restrictions imposed on the mills with
regard to varieties of popular fabrics reserved for production
by handlooms.

2.6. The obvious conflict of intercsts among the three
sectors of the cotton textile industry has necessitated Govern--
Policy measures €Nt intervention. Government policy in this
and check on un-respect 1s actuated by certain specific objec-
regulated expan- tives such as substantial reduction in the pri-
slon ces of cloth and yarn, considerable increase
in their poduction so as 1o raise the per capita consumption
and the maintenance of quality consistent with reasonable pri-
ces of fabrics for the consumers. The human problem of sus-
tained employment in the decentralised sector is always at the
back of policy decisions. In order to attain these objectives
without any serious social dislocation the Government have
felt it necessary to sustain all sectors of the industry with such
technical and financial aid as may be consistent with the
maintenance of a frce economy. It has also been the intention
of Government to accelerate improvement in the production
techniques of handloom weavers either by the adoption of
improved looms or through a phased conversion of handlooms
to powerlooms so that the burden on the consumer is gradually
tapered. The problem of finding raw materials for the unor-
ganiscd sector 1s to be met by means of licensing extra spinning
capacity with a view to making yarn available freely. The cor-
responding regulation of production warranted by this scheme
in the organised sector is to be attained through a scheme of -
controls.



CHAPTER III

PRESENT POSITION OF THE INDUSTRY

3.1. With this brief resume we may now assess the
present position of the industry in respceet of capacity and out-
put so that our ecstimates for future may be
Number of units. realistic. According to the Textile Commis-
sioner therc were 480 mills cxisting on Ist
January, 1962 out of which 285 wcre composite mills and 195
spinning mills. Composite mills arc largely concentrated in
the States of Gujarat and Maharashtra which togcther account
for 59 per cent of such mills, while spinning mills are mostly
located in the Statc of Madras, which has as much as 56 per
cent of the purely spinning mills in the country. Out of the to-
tal of 480 mills, 263 composite units have equipment for wet
processing, that is, blcaching, dyeing, finishing and printing.
This is a clear indication of the tendency towards vertical inte-
gration among the composite mills in the country. It is a
development in the right direction and needs encouragement
in view of the fact that consumer tastes at present have become
more refined. Even more, such a development is"needed for
improving export potential of the industry,

3.2. Installed capacity is gencrally estimated in terms

of spindleage and loomage in the industry. It is also described
in terms of technical details regarding spindles

Installed capa- and looms. On 1st January, 1962 the industry
city. had 13-85 million spindles and 1:99 lakh
looms. The cemposite units accounted for 77

per cent of the total spinning capacity in the country. The dis-
tribution of spinning and weaving capacities among the States
diverge widely in their concentration as will be seen from the
table below :

States Spinning States Weaving
capacity . _ capacily
% pA
1. Maharashtra . . 30 Maharashtra . . 41
2. Madras . . . 24 Gujarat . . . 28
3. Gujarat . . . 21 Uttar Pradesh . . 7
4. Uttar Pradesh . . 6 Madhya Pradesh . . 6
5. All other States . 19 All other Sta;es . . 18
ToTAL . 100 ToTAL 100

17
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‘Similarly, disparity exists among the installed spindles and
looms, which also differ in respect of their types, and reed
spaccs respectively, details of which are given in  Appendix
VIII. Data regarding changes in the pattern of looms installed
are given in Appendix IX. They indicate that the recent trend
is towards the installation of a larger number of automatic
looms and looms with rced spaces of 60 and above.

3.3.1. Mills in the country arc of varying sizes and over

a period their size pattern has not been uniform. On a com-
parative study of the average size in 1948 and

3.3, Size groups from 1956 to 1961 it is noticed that the size of
and frequency gpinning units decreased till 1958 and increased

distribution. subsequently as shown below :
Spinning Mills Composite Mills
Year No. of Average No. of Avcrage Size
mills as Size mills ag —M — .
on st —— on lIst Spindles Looms
January Spindles  January
i 2 3 4 5 6
1948 . . 88 17,800 268 31,725 719
1956 . . 121 15,350 291 35,030 697
1957 . . 144 15,241 292 35,263 688
1958 . . 175 14,609 295 35,585 682
1959 . . 188 14,934 294 36,050 683
1960 . . 186 15,756 293 36,241 683
1961 . . 192 15,919 287 36,957 692

Small spinning units have been licensed since 1948. Spinning
sections of composite mills, however, have shown an increase
in size. The average size of composite mills in 1961 worked
out to about 37,000 spindles and 700 looms.

3.3.2. A convenient method of studying variations in sizes
in respect of spindleage and loomage in composite mills is to
have a double frequency distribution table. Such a table accord-
ing to sizes in respect of spindleage and loomage is given in
Appendix X.  As regards spinning units 183 spinning mills
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are arranged in an ascending order of spindleageto find out
their frequency distribution. It is noticed that the highest
concentration is in the group of 10,000 to 20,000 spindles.

Size Group No. of
spindles spinning
mills

0—10,000 . . . . . . . 47
10,001—20,000 . . . . . . . 84
20,001—30,000 . . . . . . . 28
30,001—40,000 . . . " . . . 14
40,001—50,000 3 : * : . . . 5
50,001—60,000 . : : A . . . 2
60,001—70,000 . ] | . . . . 0
70,001—80,000 . : 2 ; . . . 1
80,001 --90,000 . ! i £ . . . 0
90,001—1,00,000 . 1 1 : . . . 0
1,00,001— & above . . . . . . 2
TOTAL . . . . 183

Notr :—Nine mills are not included for lack of proper data.

3.4.1. One of the factors determining output, apart from

the installed equipment is the number of shifts worked. In
fact, as alrcady observed, during the second

3.4. Utilisation World War a grcater part of the increased
of capacity. output was secured through pressing into ser-
vice the existing equipment by working a larger number of
shifts. The current tendency also seems to be toward
improvement in shifts worked as will be seen from the table-

below :
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3.4.2. At present the installed capacity of the industry is
‘worked at optimum level only in the first and second shifts as
may be observed from the table below

Capacity workcd Capacity worked in composite mills
in spinning mills

Year Spinning Sections Weaving sections

Ist 2nd 3rd st 2nd 3rd st 2nd 3rd
shift shift shift shift shift shift shift shift shift

1 2 3 4 5 6 7 8 9 10

N K N K% % U % %
1957 . 88 81 35 83 85 39 90 85 25
1958 . 82 75 31 84 81 34 88 83 19
1959 . 83 78 34 85 82 38 88 84 18
1960 . 87 84 38 87 86 47 90 87 21
1961 . 88 85 42 89 88 56 91 89 26

In the third shift the full potential is not utilised and this i$
particularly so in the spinning mills where only 42 per cent was
utilised in 1961. In the spinning sections of composite mills,
however, the utilisation is estimated at 56 per cent. On the
weaving side it is as low as 26 per cent. This shows that compo-
site mills find it necessary to work their spinning sections more
intensively than even the spinning mills.

3.4.3. Though no generalisation is possible in respect
of economics of third shift working it is noticed that three shifts
are common amongst new mills. This may be due to their
anxiety to spread their heavy overheads over a larger quantum
of output. Other mills are generally reluctant to work the third
shift. This is because once the operation of the third shift is
commenced it cannot be stopped without payment of retrench-
ment compensation; labour does not also like to have third
shift working on a spasmodic basis at the option of the employer,
Therefore unless assured of continuance, any hasty
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adoption of third shift opertion is considered undesirable. Be-
sides, experience also shows that unit labour cost is higher in
the third shift on account of its shorter duration and poorer
performance. According to the manufacturers, quality is im-
paired during the third shift particularly in respect of fineg.
fabrics as labour is not generally at its highest level of efficiency
when made to work in the small hours of the morning. Fi-
nally, labour also objects to work in the third shift on grounds
of health. The industry claims thatoutput can be raised by
working seven days in a week with suitable adjustments in the
labour complement, but labour interests are opposed to this
step. The representatives of the Indian National Trade Union
Congress and the All India Trade Union Congress were willing
to consider third shift working as a general rule only in a na-
tional emergency. But all or most of these objections have to
be overruled in the case of a modern mill where expensive ma-
chinery is installed and production has to be stepped up. Third
Shift as well as seven days working then become a necessity in
order to spread evenly the burden of heavy overhead costs.
Both steps are left to individual units to settle in consultation
with their labour.

3.4.4. Non-utilisation of - full capacity and the question
of third shift working have been considcred by several Expert
Committees including the Working Party for the Cotton Tex-
tile Industry (Ramaswami Mudaliar Committee—~1952). There
are various recasons, besides the reluctance of labour and indus-
trial units generally for not operating the third shift, for non-
utilisation of full capacity. The Textile Commissioner has ad-
duced certain specific reasons for such non-utilisation. Apart
from permanent idle capacity owing to obsolescence and pe-
riodical stoppages for routine maintenance, there may be an im-
balance in effective capacity between spindles and looms in a
mill on a shift-to-shift basis interfering with its maximum per-
formance. Similarly, therc may be inadequacy of preparatory
machines in a unit in relation to its spindles and looms. These
are important technical factors impeding maximum perfor-
mance. Carc has, therefore, to be taken at the stage of plan-
ning and layout of the unit that such technical imbalances are
avoided to the extent possible or are rectified at the carliest
opportunity. Other reasons for such non-utilisation not within
the competence of the industry to avoid, are inadequacy
in the supplies of coal and inability to rehabilitate dilapidated
machinery due to scarcity of forcign exchange.
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3.5.1. Factors determining economic size

3.5.1.1. While maximum utilisation of capacity is de-
sirable for augmenting supplies, it cannot by itself yield all the
economies of production unless the operating
3.5. Economic unit is of an economic size. Efficiency of per-
stze. formance at an optimum level is relatively more
important than maximum performance of installed capacity.
But the optimum size of the unit is an elusive concept. It would
depend in the first instance on the given environment. It woyld
also vary according to the factors that are likely to influence it.
An optimum size is defined as one where men and machines
are employed at greatest efficiency and where inoperative time
is at its lowest, the qualitative results being maintained at a
standard level. But the attainment of the above results is
affected by several factors such as changes in Cotton mixings
particularly when there are too many of them. Further, if
counts are too many requiring frequent changes of frames there
would be an inevitable loss of time making it difficult to keep
the inoperative time at the minimum. Besides, there are also
other variables which may affect the sizc, such as, coarser counts
needing lesser number of spindles and looms for an optimum
size as compared with finer counts. Apart from these technical
details managerial problems may determine the desired size
differently. Considerations of general control, quality, overall
production and maintenance of efficiency may have varying
influences on the size of the unit. From this standpoint a
mill which is either too small or too  big may not be favourable
for efficient operation.

3.5.1.2. In spite of these rather irreconcilable factors the
Technical Sub-Committee of the Working Party in 1952 came
to some general conclusions in respect of the economic (opti~
mium) size. It suggested that a composite unit having 50,000
spindles and 1,000 looms producing approximately 6,000
Ibs. in a shift of eight hours could be considered as of suitable
size for efficient operation. These standards would obviously
vary according to the counts of yarnspun and woven. With
coarser counts these requirements would be smaller. Therefore,
proportionate variations ought to be made with changes in
counts. Details of such variations have been given in the Tech~
nical Sub-Committee’s report.

3—16 T. C. Bom/66
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3.5.1.3. The Working Group for the Cotton Textile In-
dustry set up in 1959 by the N.I.D.C. also applied its mind to the
concept of the economic size. After discussing what is theore-
tically known asthe technical optimum determining the econo-
mic size of a unit, it pointed out that if the machinery employ-
ed in the blow-room line required a complement of machines
and other processes right up to the ring frame stage which
could be conveniently expressed in units or multiples thereof
. they could be together considered as an indivisible factory,
In other words, according to the Working Group one blow-
room line with its necessary complement may be considered
as a minimum economic feed. Tt was, however, careful to
indiciate that with technical developments the minimum eco-
nomic size might change, as for instance, the introduction of
the super high draft at the spinning stage. Therefore, it might
not be possible to have a fixed norm even in terms of the tech-
nical requirements of size. It ought to be flexible and rcs-
ponsive to technological developments. The Working Group
also took into account two other vital aspects, namely, super-
vision and purchase and sale. This indicates that it also consi-
dered the managerial factors affecting the optimum size. Ma-
nagerial factors may even require a larger unit for economy
of supervision particularly in respect of the spreading of over
heads. Obviously, the unit ought to be larger to satisfy this
condition than what may be determined by the technical re-
quirements of economic size. This explains the fact that in-
variably there is more than one blow-room line in a cotton mill,
This is feasible because when managerial factors require a lar-
ger size, multiples of the technical optimum can be adopted
without interfering with the economies of operation from the
technical standpoint. Theoretically the third factor influencing
optimum size is the sales organisation required for the manufac-
turing unit. The unit ought to be sufficiently large to enable
it to have its own selling organisation. If this requirement
exceeds the technical optimum, the reconciliation is to be
effected through a multiplication of the technically minimum
size. But wherever the manufacturing unit is divested of the
responsibility of sale through a hierarchy of wholesale and retail
merchants the size of the concern need not necessarily be in-
creased to reach the economic level. There are of course other
factors influencing the optimum size of a unit namely, those
concerning the raising of finance and external factors such ri-
sks and fluctuations. While financial requirements may warrant
.a relatively bigger size, risks and fluctuations are not impelling
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factors influencing size in the present Indian context. Ii
situation of short supply and assured operation through Stat.
interference, risks and fluctuations do not play a vital role it
determining size.

3.5.1.4. Taking all these factors into consideration the
Working Group has pointed out that a spinning unit with
5,000 or 6,000 spindles would prove an uncconomic unit.
This is an indication that such a unit falls short of even the tech-
nical optimum. According to the Working Group a mill with
12,000 spindles will be an economic unit from the technical
standpoint. However, it is also stated that mills with less than
12,000 spindles sometimes show good results while other which
may conform to the objective standards of an economic size
have been furing badly. This is cvidence to prove that unless
adequatc weight is given to several criteria 1t would be diffi-
cult to determine the minimum economic size. It may appeir
paradoxical to find in our country certain units operating very
efficiently in spite of the fact that they do not conform to the
normal standard of economic size. Such a paradox is due to
the fact that varying tests are applied to judge ctficiency of per-
formance. Tt financial results are applied as a test of efficiency,
some units which are not of an economic size may occasionally
app=ar to be prosperous. But the real test of an economic
(optimum) size is the cost of the production and not profi
tability of the concern. An optimumn sized unit is the lowcsl
cost unit and not a high profit unit. It need not also be the
highest labour productivity unit. Tn ‘terms of physical output
labour productivity may be at its highest in a unit but its cost
of production need not b: at the lowest level. Even though
the financial pcrformance of a unit may be satisfactory,
it must bz raised to the economic size if it falls shott of the tec-
nical optimum. Thus a reconciliation of differing optima is
necessary to reach the economic size. It must bz clear from the
foregoing discussion that this problem of cconomic size bristles
with difficultics. In spite of such imponderables the Working
Group has offered its suggestions in respect of the minimum
economic size and has expressed the view that a unit with 12,000
spindles and 300 looms can be considered to be of an economic
size under present conditions. It has further added that it can
go to the level of 18,000 spindles and 400 looms and progres-
sively reach even a further stage of 25,000 spindles and 500
looms. This indicates that optimum performance is not neces-
sarily confined to any particular stage even when all the eco-
nomies at that level of operation are secured. At higher levels
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of operation further economies may be available. That is the
rationale of suggesting more than one stage of operation as
an economic level, As further reason adduced in favour of such
higher levels of size is the present tendency of the industry in the
country to go in for finer counts,

3.5.2. Uneconomic units—With the above norms it
may be possible to categorise certain units as uneconomic.
This can be done with the help of a table showing the fre-
quency distribution of mills according to size groups in res-
pect of spindles and looms with group intervals of 6,000
spindles and 300 looms. A table prepared on these lines is given
in Appendix XI. It is noticed that 10 out of 283 composite
mills and 63 out of 183 spinning mills belong to the category
of uneconomic units. With a higher multiple of 12,000-
spindles and 300 looms it is found that 109 composite units
have adequate loomage to balance their spinning capacity but
151 mills have excess spindleage and 13 mills have excess
loomage. The correction of imbalances in composite units will,.
over a long period, reduce their operation costs,

3.6.1. The aggregate output of cotton fabrics in the coun-
try is composed of contributions from the mill sector and the
3.6. Unorganised Unorganised sector. The latter consisting of
sector—output  handlooms and powerlooms has made a
potential. sizeable contribution to the total output which
has been on the increase during recent years. Between the years
1951 and 1961 is contribution increased by 157 per cent as
compared with an increase of only 26 per cent by the organised
sector. The share of the unorganised sector in the total output
has correspondingly increased from 19-8 per cent in 1951
to 335 per cent in 1961. The Third Plan contemplates an even
higher contribution from it. Out of the targeted production
of 9,300 million yards by the end of the Third Plan period
3,500 million yards or 376 per cent is the expected contribu-
tion of the unorganised sector. Of this 2,800 million yards are:
expected to come from handlooms. To achieve this expectation
the total yarn supply has to be greatly angmented. It is esti~
mated that 76 per cent of the yarn supply for this sector is to
be absorbed by handlooms, 14 per cent by powerlooms and
10 per cent by the non-textile requirements. An unofficial
estimate however places the effective handlooms (omitting
Assam which has 4° 5 lakh domestic looms) at 24 lakhs and their
output at 1,000 yards per annum at 2,400 million yards. The
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‘balance could then easily be made up by existing powerlooms.
‘This more or less corresponds to the estimates of the Textile
‘Commissioner referred to in paragraph 2.5.3.

3.6.2, The Federation has raised certain objections to the
assessment of the probable contribution by the handloom sec-
tor. Its main contention is that the bulk of the output of the
unorganised sector is likely to accrue from powerlooms. Ac-
cording to the Federation the unorganised sector is contributing
approximately 2,165 million yards, out of which only 800 mil-
lion yards are received from handlooms, and the balance of
1,365 million yards from powerlooms. Its calculations are based
on an estimated yarn consumption of 481 million Ibs. which,
at 4-5 yards per lb., yields the current output of the un-
organised sector.

3.7.1. It is a matter of gratification that in the decade ending

1961 production of yarn and cloth in the country increased by
3.7, Production 457 per cent and 26-1 per cent respectively.
pattern—yarn and A statement showing the production of yarn
fabrics. and cloth for the years 1951 to 1961 is given

in Appendix XII. The bulk of production of the mill sector
consists of yarn below 40 counts and of cloth belonging to
coarse and medium varieties. A large proportion of a yarn
is now spun from Indian cotton. It was as high as 85 per cent
during the years 1956 to 1959 but a mixture of foreign cotton
to a greater extent became inevitable during 1960 and 1961
owing to scarcity of indigenous cotton and larger imports of
foreign cotton. Production of processed goods has been contin-
uously on the increase since 1956. In 1961 about 37 per cent of
cloth was bleached, 17 per cent dyed and 13 per cent printed.
The corresponding percentages for 1956 were 32, 13 and
9 respectively.

3.7.2. Since the last inquiry in 1948 the pattern of pro-
duction by mills as well as consumer preferences have shown
marked changes. There has been a fall in output of yarn of
counts 11s to 20s and an increase in the group of 2Is to 40s
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which indicate production of more fabrics of higher medium
category. Consumer tastes are also shifting towards finer
counts and bleached, dyed, printed and mercerised varieties
of cloth. Mixed fabrics and processed goods have registered
greater demand. Larger production of poplins, crepes, voiles,
prints, drills, etc., also indicates changes in dress fashion and
demand. It is also stated that these lines of production are
more profitable.

3.8.1. Out of the Third Plan target of 9,300 million yards
the mill sector has been assigned 5,800 million yards and to-
wards achieving the increased production of
3.8 Plans for 800 million yards Government have provided
future expansion. for the allotment of 25,000 automatic looms.
To meet the target of cloth production and
demand for hosiery yarn, etc., the target for yarn production
has been fixed at 2,250 million Ibs. For this purpose provision
has been made for an increase of active spindleage to 16°5
million as compared to 12:7 million at the end of the
Second Plan period. Out of 4 million spindles to be allocated,
2 million are to be ecarmarked for the States, 1 million for
balancing purposes at the rate of 3,000 spindles or 5 per cent of
the existing capacity, whichever is higher; the balance of 1
million spindles is to be considered for allocation only in
the third year of the Plan period. Further, out of the 25,000
looms to be allocated, 10,000 are meant for new units which
are expected to export 75 per cent of their production. The
allocation of looms will be done on the basis of 500 looms with
25,000 spindles to match.

3.8.2. The implementation of the above long term expan-
sion plans as well as the fuller utilisation of existing idle capa-
city which has been indicated carlier depend entirely on the
raw material position. In fact, the Federation has stated that
the industry reaching or exceeding the Plan target for which it
has the potential, will depend on the availability of cotton.
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3.9.1. We cannot close this chapter without a brief state-
ment of the position of our cotion textile industry in the
3.9. Position of 1ntern%t110nal .ﬁeld. This is shown in the state-
the Indian indus- MENt below —

try in the
international field.

Capacity Production Labour
(1960) (1960)
Countries Spindles Looms Yarn Cloth Total 9 labour

(Millions) (Lakhs) (Million (Miilion labour cmplo-
Lbs.) yds,) force yed in
employ- cotton
ed in textile

textile industry

industry to total

(Millions) labour

indus-
trial es-
tablish~
ments
1 2 3 4 5 6 7
India . . 13-5% 2-00 1,737 5,043 0-66 39
US.A. . 19-98 416 - 3,624 9,328 0-94 6
U.K. . . 1378 1-49 596 1,294 0-14 1
Japan . . 7-75 377 1,216  *3,853 0-28 3
West Germany 6-13 1-53 697 *1,673 023 3
Pakistan . . 1:94 0-30 411 641 N.A., N.A,
U.S.5.R. . . N.A. NA. @2,468 6,720 N.A. N.A

*Figures in million sq. yds.
@PFigure for 1959,

India ranks third in respect of spindies and looms installed
and has by far the highest percentage of labour complement.
In the sphere of production of yarn and cloth India ranks next
to the U.S.A. and the U.S.S.R. After the second World War
our country which used to import a large quantity of textiles
emerged as a self-sufficiont country with even sizeable exports.
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3.9.2. Significant changes have also taken place in the
international field which have affected our industry. The
most important characteristic of the change is that the produc-
tive importance of the U.K. has diminished while there has
been an expansion of the industry in the U.S.A. and Canada.
Another important feature is that the industry is developing
in underdeveloped areas like Latin America, Far East and
Africa. France, Spain, Portugal and even Central European
countries have now emerged as exporters, while in the East,
China and Hongkong are competing even with Japan. Either
low labour cost or very high productive efficiency has become
a desideratum for a thriving industry, Countries like U.S.A.
Canada, France and West Germany are able to hold their
position in the export market despite high labour costs only
because of their productive efficiency. On the other hand, China
and Hongkong have challenged India’s position on account
of their low labour costs. Underdeveloped countrics installing
their own textile industries as a first stage in their economic
-development are now causing a shrinkage of expott trade in
cotton textiles. As a country still deficient in indigenous
cotton for its full requirements and needing substantial im-
potts of long staple cotton, India’s position has become
vulnerable. Tireless pursuit of efficiency and economy alone
will enable our textile industry to retain the foothold in
international market and cater for our domestic neceds.



CHAPTER 1V
RAW MATERIALS

4.1.1. The essential raw material for the industry is
cotton. It forms the major part of the raw material cost in
4.1. Cotton: Indi- the industry and actually accounts for nearly

genous and 70 per cent of the cost of yarn and 50 per

Foreigen.  cent of the total cost of fabric.

4.1.2, India has the largest area under cotton cultivation
in the world, being 232 per cent of the total acreage. U.S.A.
and China follow next with 137 and 180 per cent respectively.
There was an increase in the area under cotton cultivation
in India. It moved up from 14’5 million acres in 1950-51 to
200 million acres in 1955-56. It was then steady at about 199
million acres till 1958-59. Subsequently, the area under cotton
cultivation dropped to 18:8 million acres in 1959.60 and
1960-61. The latest official forecast for 1961-62 indicates a
slightly lower figure of 187 million acres.

4.1.3. Production : Varietywise and staplewise

4.1.3.1. Of the total world production of about 58 mil-
lion bales of cotton in 1960-61, 54 million bales (9'3 percent
was) estimated to the contribution of India. U.S.A. claimed
30°2 per cent of the contribution and China and the U.S.S.R.
followed with 159 per cent and 144 per cent respectively,
In spite of the largest acreage under cotton cultiva-
tion India occupies only the fourth placein production. Thisis
accounted for by the meagre output per acre.

4.1.3.2. Cotton is classified into five main quality groups
mamely, extra long staple, long staple, superior medium staple,
medium staple and short staple. These different varieties are
utilised normally fo different qualities of yarn and fabrics
known as superfine, fine, medium and coarse. Production of
extra long staple (13" and above) and long staple (13" to 13")
cotton formed only 1/8th of the total world output in 1959-60.
These varieties are grown mainly in countries like United
Arab Republic (U.A.R.)), USSR, US.A. and Sudan,
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In 1959-60 U.A.R. claimed 43.8 per cent of the world’s produc=
tion of extra long staple and 30°6 per cent of long staple
cotton. It was followed by U.S.S.R. which claimed 223 per
cent of the woild’s output of extra long staple and 148 per
cent of long staple variety. Sudan produced 23 per cent of
extra long staple cotton, while U.S.A. had to her credit 14:4
per cent of the world’s output of long staple cotton. Since
her coutribution in respect of these varieties is negligible,
India has to depend on imports for her requirements of supe-
rior varieties of long staple cotton. A table indicating the
staplewise production of cotton in our country since 1955-56
is given in Appendix XIII.

4.1.33. Apart from the above classifications on a
international basis, indigenous cotton is also classified on the
basis of trade descriptions like - Jarillas, Bengals, Americans,
Virnar, Qomras, Vijay, Jayadhar, Laxmi, Surti, Cambodia,
Karunganni and Sea Island Andrews. A statement giving the
area under cultivation of the several varieties and their pro-
duction is given in Appendix XIV.

4.1.4. Yield per acre. : Production of cotton is a function
of area and yield per acre. Among the major cotton gro-
wing countries U.S.S.R.  was reported to have the
highest yield of cotton per acre namely, 600 Ibs. in
1960-61. Egypt came next with 542 1lbs. per acre.
Among other countries having a high yield. were
Peru, Mexico and the W.S.A. 1t is disquieting to note
that the yield of cotton in India was as low as 111 Ibs.
per acre. However, it is a matter of gratification that though
slow there has been a stcady increase in the output of cotton
per acre during the last decade. From 91 lbs. in 1951-52
it increased to 100 Ibs. in 1956-57 and to 111 Ibs. in 1960-61.
Attempts are being made to increase further the yield per acre.
Inirrigated tracts in the Punjab and Madras the yield has been
relatively high. The Third Five Year Plan has fixed the target
for cotton production at 70 lakh bales and has placed special
emphasis on increasing the yield of cotton per acre to 125
1bs. by 1965-66. 1t is proposed to attain 53 per cent of the
increase in output by bringing new areas under cotton cultiva-
tion, for example, in the canal area in Rajasthan where
climatic conditions are suitable and also by extending irriga-
tion. The balance of the increase is expected to be attained
through the use of fertilizers, plant protection, inter-crop.
planning and other measures. The representative of the I.C.C.C.
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who attended our inquiry stressed that the expansion of out-
put through higher yield per acre by use of irrigation facilities,
fertilizers, better strains of cotton, etc. depended on adequate
availability of funds from Government. He also expressed
the view that the target of 70 lakh bales was rather optimistic
and that it would be realistic to work on the basis of 64 to
65 lakh bales of cotton production by the end of the Third
Five Year plan.

4.2, Serious attempts are being made not only to in-
crease the overall supply of indigenous cotton but also
to obtain a larger percentage of long staple
cotton of 7-8” and above within the country. It
will be seen from Appendix XIIT that
production of long staple cotton -increased from 38 per cent
in 1958-59 to 48 per cent in 1959-60 but declined to 45 per
cent in 1960-61 and 42 per cent in  1961-62. The output of
medium staple cotton declined from 44 per cent in 1958-59
to 35 per cent in 1959-60 but increased to 41 per cent in
1960-61 and 40 per cent in  1961-62. The output of short
staple cotton went down from 18 per cent in 1958-39 to
17 per cent in 1959-60 and to 14 per cent in 1960-61; it
however, rose to 18 per cent in 1961-62. According to the
1.C.C.C. the supply position  of indigenous cotton has becn
satisfactory  during the past five years except in  1959-60
owing to unfavourable weather vonditions. To meet an
emergency caused by a shortfall in ' output the quota system
of distribution was introduced in December 1959 and is till
in forca. Under this system quotas are fixed for individual
mills based on their consumption of cotton in previous
years. Varietal distribution to mills has also been introduced
to ensure equitable allocation.

Supply of indi-
genous cotton.

4.3. As stated earlicr the Third Five Year Plan has set
a target of 2,250 million Ibs. of yarn output for the country.
. It is estimated that this would require about
of%ﬁgmil:::ug?:s 66 lakh bales of raw cotton, which repre-
¥ sents an increase of 13 lakh bales over the mill
consumption in 1960-61. As it is simultaneously contemplated
that the consumption of foreign cotton should be progressively
reduced to 3 lakh bales by 1965-66, the consumption of Indian
cotton should increase by 16 lakh bales. This works out to an
average rate of increase of 3.2 lakh bales per annum,
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4.4, Imports of foreign cotton in previous years are
set out in Appendix XV. India draws its supplies of extra
Imports of cot- 10Ng staple cotton  mainly from U.A.R.
ton : sources and and Sudan. Long staple cotton is imported
‘varlety. from the U.S.A, and East Africa. On an
average imports during the ycars 1956 to 1961 were 7°26 lakh
bales per annum. Out of that cotton stapling over 1-316"
constituted 28 per cent. The bulk of imports was of cotton
stapling 1-1/16” and above. Cotton stapling 1" and below was
received under P. L. 480 during 1960 like indigenous cotton
the distribution of imported cotton has been placed
under a quota system since 1957-58. With the introduction
of the export incentive scheme in 1959 import of cotton has
been linked to cxport performance. In other words, expor-
ters of fabrics or yarn can import foreign cotton against a
proportion of forcign cxchange earncd by them through their
exports. In 1959-60 the quota for imports was fixed at 12¢6
lakh bales. It was reduced to 11°1 lakh bales in 1960-61
owing to good crop in India. For thc 1961-62 season, the
Textile Commissioner announced an import quota of 8¢9
lakh bales.

4.5.1 Since 1947-48 therc has been a steady rise in the
consumption of cotton by the industy. It moved up by
I8 per cent in 1955-56 and showed thereafter
4.5. Consump- 3 fluctuating trend finally rising by 28 per
tion and stocks.  cent in  1960-61. An important featuic of
cotton consumption during this period is the increase in the
a percentage of consumption of indigenous cotton from 68
per cent in 1947-48 10 88 per cent in 1955-56 and to 91 per
cent in 1958-59. Tt declined to 87 per cent in 1959-60 and to
79 per cent. in 1960-61. Simultaneously, there was a decline
in the consumption of foreign cotton from 32 per cent in
1947-48 1o 12 per cent in 1955-56 and 9 per cent in 1958-59
but it picked up again in 1959-60 and 1960-61 rising to 13
per cent and 21 per cent respectively.

4.5.2. There are certain  outstanding fcatures in che
pattern of cotton consumption during this period, the most
important among them being the decline in the consumption
of short staple cotton. The trend is in keeping with changes
in demand for cotton textiles. The consumption of long staple
cotton showed an increase from 13 per cent in 1947-48 to
49 per cent in 1959-60 but it declined to 36 per cent in ihe
next year. Medium staple cottons came in for greater use
during the period. They ranged from 44 pcr cent to 43 per cent



35

between 1955-56 and 1958-59, but went down to 33 per cent
in 1959-60 owing to a shortage of the variety in that year,
They, however, increased in 1960-61 mainly due to imports
of such varieties, In the interest of fair distribution, the Textile
Commissioner has imposed a limit of 5 months’ stocks for
cotton allocation to the mills.

4.6.1. Controls on cotton

4.6.1.1. The dislocation caused by the war situation
in the supply and demand position of cotton led to a spurt:
4.6. Controls onin cotton prices in 1942-43 season. To stop
f,‘,’;}.‘.’“ 'i’,';,‘ggit a:);g speculation in cotton prices the futures market
supplies. in raw cotton was closed till the end of
October 1943. At about the same time Government announced
the floor and ceiling prices for cotton and since then prices
have been kept continuously under control except for a short
period in 1948 when control was lifted. The object of these
measures was to ensure reasonable prices to growers of cotton
and stability of prices for the mill industry. At present the
Cotton Control Order, 1955 (S.R.0.2308 dated 13th October
1955) is operative and each year the ceiling and floor prices.
for different cottons, subjeet to certain exceptions, are fixed
in relation to those for the basic variety, namely, “Jarilla
Fine”.

4.6.1.2. Distribution of cotton to mills is governed by a
quota system. It was introduced in 1949, abolished in 1955
and again enforced since 1959-60. Certain supplementary
measures were also introduced such as prohibition of pur-
chase of kapas by the mills unless they owned ginning and
pressing factories and quality survey of all marketed cotton..
Attempts are made to ensure the maintenance of prices within
the ceiling by requisitioning cotton at random. Monthly
reports -are also called for from the ginning and pressing
factories.

4.6.2. Impact of controls on supplies.~--The main purpose:
of controls on cotton prices is to stabilise prices and to en-
courage production. The increase of ceiling prices for Jarilla
fine in 1950-51 and 1951-52 achieved the desired effect. The
area under cotton increased from 14-5 million acres in 1950-51
to 20-0 million acres in 1955-56. The corresponding production:
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figures for these years were 29-71 and 40°01 lakh bales res-
pectively. The Textile Commissioner claims that controls
have stabilised prices and kept them within prescribed limits.
They give advance information to the grower asto what his
cotton would fetch and have also the effect of maintaining the
acreage under cotton cultivation against other cash crops.
Floor prices for Indian cottons were raised in 1961 and ceilings
in May 1962 for encouraging output. In doing so Government
have declared that they have taken notc of the prices already
paid by the industry during the last few years and consider
that increases need have no effect on the present return to
the mill indusiry. Both the I.C.C.C. and the Federation have
suggested that the price policy in respect of cotton should
take account of the prices of competing crops like greundnuts
which are not controlled and the manner in  which it affects
the interests of the agriculturists and the consumers of cotton.

4.7. Millowners generally have their own agents stationed
at different purchasing centres to buy cotton from dealers
or cotton ginning factories, actual purchases
Buying system and being limited to their quotas. There have
prices of cotton. heen  wide fluctuations in the prices of cotton
even under a regime of price control which proscribes the
ceiling and floor prices. During the years 1955-56 and 1956-57
average spot prices were 6 to 7 per cent below ceiling. But
between 1957-58 and 1958-59 they were 13 to 14 per cent below
ceiling. In  1959-60, however, the spot prices of raw cotton
were at the ceiling level and the trend was not reversed in 1961-
62, During this period Indian mills have also switched over
to greater use of Indian cotton for manufacture of finer
counts and even for export varietics. This has resulted in
higher demand for Indian cotton and its prices have therefore
been ruling at a high level in spite of the quota system.

4.8. Raw cotton "forms the largest single item in

the manufacturing costs of cloth and therefore any economy
Velue of cofton in the purchase of cotton would help to
in y;m and clogh, feduce the cost of production and the ulti-
] mate price of the finished product. The
Federation suggests that in the interests of economy in the
purchase of cotton, mills should have experts to choose the
time of purchase and the variety most suitable for their pur-
pose. It has contended that very often lack of credit is an
impediment and hence creation of credit facilities would go
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a long way in easing the situation and providing opportunities
for economical purchases of raw cotton. It has stressed that
cotton should be used economically by spinning it to the
highest count possible through the installation of modern
machinery which reduces process wastage.

4.9. Waste of cotton in the process of manufacture
is a normal feature of prodcution. It is classified into soft
waste and hard waste according to the stages
in production from where they emerge.
About 52 per cent of the soft wastc and 7
per cent of the hard waste were consumed within the mills
during 1960. By reprocessing, the rest was disposed of for
non-textile purposes. The Federation is of opinion that it
would be possible to utilise a larger proportion of waste cotton
more advantageously If mills were permitted to produce cloth
with warp and weft having counts of 8s and below which are
now reserved for handlooms. It also feels that if mills are
permitted to do waste spinning, some more of the waste
materials can be recovered and used for manufacture of ropes,
durries, etc. This requires sympathetic consideration by
Government,

Cotton waste and
its utilisation.

4.10.1. Other essential raw materials of the industry are
chemicals and dyes. The demand for these has a tendency
4.10. Require- 1O risc¢ im_proportion to the installation of
ments of chemi- processing plants in the mills. As the recent
cals and dyes. trend has becn towards an increase in proces-
sing of fabrics, the demand for chemicals and dyes is likely
to rise in future. Itis estimated that in terms of value the total
demand for dyes by the industry would be of the order of
Rs. 29 crores and that for chemicals Rs. 18 crores per annum,
This is based on the assumption that the whole of the textile
production is to be processed which is not true at present.
But if export levels are to be stepped up larger production of
processed goods would be necessary. According to the Textile
Commissioner, the overall availability of chemicals and dyes
for the industry is satisfactory, but the market prices are high.

4.10.2 The Federation has enumerated the difficulties
experienced by mills in respect of chemicals and dyes. It has
urged that frequent changes in the import policy in respect
of these items are not conducive to the interests of the industry.
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The quality of indigenous products is poor. While the grant
of import licences for dyes as an incentive for exports has
increased availability, the scramble for imported dyes and
possible speculation therein have spiralled prices.

4.11. Coal and furnace oil are the main fuels used in
the textile industry. One of the main difficulties in the ac-
quisition of coal by mills is the concentration
Requirments ~ of the sources of supply and the dispersal
of coal. of the mills that have to acquire it. The cotton
textile industry which was allowed to draw half of its quota
in selected ‘B’ grade and the other half in grade II coal is
now expected to take its entire requirements in grade I (non-
coking) coal. The main reason for the inadequacy of coal
supplies has been shortage of rail transport. There has always
been a big gap between the quota fixed for the industry and
the actual movement of coal, In view of these difficulties the
Coal Controller has suggested a revised quota of coal supplies
for textile mills taking into account the availability of transport,
The use of furnace oil in factories situated far away from coal
fields has also been suggested. But owing to higher prices
of cil and the modification in plant required for oil firing,
the switch-over has not, exceptin certain areas, been popular,
Rise in coal costs has also generated sympathetic increase in
cost of power purchased by mills. In respect of power charges
there is considerable disparity between States.

4.12. Having dealt with raw materials and fuel, we shall
now turn to labour which is the next most significant factor.



CHAPTER V
LABOUR COMPLEMENT

5.1.1. The cotton textile industry in Indiais labour
intensive, At the initial stage, like the low price of Indian cot-
ton, the relatively lower wages in the country
5.1 Labour for- g an advantage of the indusiry. Lower wages
ceemployed.  wore perhaps also responsible for the employ-
ment of excess labour by the industry. The position has now
changed considerably. Labour costs form the largest single
element of the manufacturing expenses. In view of this labour
loads assume considerable importance in measuring the over-
all efficiency of a mill.

5.1.2. In the textile industry the labour force can be
separately examined for spinning and weaving by taking the
average labour employed per 1000 spindles and 100 looms.
It must be stated that the labour complement figures thus
derived cannot be interpreted as indicators of labour efficiency
for they are not weighted for quality differences in output,
machine-efficiency, etc.

5.2.1. The Textile Commissioner has provided data for

418 spinning mills including spinning sections of composite
. mills regarding the average labour employed

5.2. Spinning  per 1000 spindles in the spinning and prepara-
sector. tory departments during October 1961. The
calculations made with these data show striking variations in
regional labour complement figures. A study of such regional
differences is of significance as it would reveal extraneous
factors affecting efficiency in different areas. Ahmedabad
has the lowest labour complement with 8 persons per 1000
spindles. The other extreme is Bihar which employs twice
that number. Next to Ahmedabad are Bombay, Madras and
the rest of Gujarat with labour complements of 9, 10 and 10
respectively. It is also noticed that regions of high capacity-
concentration are those where labour saving is achieved to the
greatest extent. But in  this respect the rest of Maharashtra.

39
4-~16 T, C, Bom/66



40

seems to be an exception asit employs 13 persons per 1000
spindles, which is 45 per cent higher than the Bombay figure.
The regional labour complement figures are presented in the
following table :

No. of persons em-
ployed per 1000
spindles worked in
spinning and pre-

Regions paratory depart-
ments.
Simiple Range
average

1, Ahmedabad City . . . ) . 8 5—12
2. Bombay City . . 5 A 3 } 9 5—16

3. Madras . . . . ; ; A 10 323
4, Restof Gujarat . : ; : ; 10 6—16

5. Punjab . . . 5 : ; . 11 6—15
6. Kerala . . . ; 1 / . 11 7—18
7. Mysore . . . i | i . 11 720

§. Orissa . . . . : d , 12 .

9. Madhya Pradesh . ¥ ; o . 12 7—17
10. Dethi . . . ! 5 A . 12 11-—-13
11. Pondicherry . . . . . . 12 11—13
12. Andhra Pradesh . . . . 12 7—27
13. West Bengal . ) . ) . . 13 423
14. Rest of Maharashtra . . . . 13 6—21
15. Rajasthan . . . . . . 14 6—24
16. Uttar Pradesh . . . . . 15 828
17. Bihar . . . . . . . 16 14—18

Costed units . . o 723

“The above table shows that inter-mill variations within a region
are at ﬁhelt highest in Madras, Andhra Pradesh and Uttar
Pradesh.
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5.2.2. Labour complement and size of mills. Among the
various factors that are likely to influence the labour comple-
ment the size of the mill is of considerable importance. In
order to determine the correlation, if any, between labour
complement and the size of the mills, a study was undertaken
with a sample of 116 mills which is about 24 per cent of the
total number of mills in the country. [t should, however,
be stated that there cannot be an equal regional representation
in the sample owing to the non-existence of certain sizes in
particular areas. The mills taken as sample were grouped
according to the spindle classes given below:

(1) Below 24,500 spindles

(2) 24,500 to 48,499 spindles
(3) 48,500 to 72,499 spindles
(4) 72,500 spindles and above

These four classes constitute 24, 41, 17 and 18 per cent res-
pectively of the all-India spindleage. The simple average and
the range of labour complement figures of the mills in these
four classes are as follows:

No. of persons employed
per 1000 spindles worked
in spinning and prepara-

Capacity class No. of tory departments.
Units
Simple
average Range

A B A B A B

1. Below 24,500 spindles . 30 11 13 15 4—24 8—23
2. 24,500 to 48,499 spindles 30 21 10 10 5—21 7—14
3, 48,500 to 72,499 spindles 30 6 9 10 6-16 7—13
-4, 72,500 spindles and above 26 5 16 11 5—17 9—14

ToTAL . 116 43

A—relates to sample of 116 mills,
B—relates to costed units,
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The above table shows that small size mills with less than
24,500 spindles are at a relative disadvantage in respect of
their labour complement. Regions which have more than 50
per cent of their capacity represented by this class of mills are
Bihar (100%), Andhra Pradesh (82%), Rajasthan (80%),
Kerala (78 %) and Punjab (509;). While it may be that Bihar,
Andhra Pradesh and Rajasthan suffer from high labour
requirements on account of smaller size of their mills it is
notable that Kerala and Punjab, though suffering from the
same disadvantage, are regions of low labour complements.
Mills having spindles ranging from 48,500 to 72,499 have the
lowest labour complement. In this class, regions which have
a fair percentage of their capacity are Bombay (329%), Uttar
Pradesh (30%), rest of Maharashtra (24%) and Madhya
Pradesh (22 9). Of these regions, only Bombay has low labour
complement. The two other classes, namely, mills with 24,500
t0 48,499 spindles and with 72,500 spindles and above, which
together account for 59 per cent of all-India capacity, have the
same labour complement of 10 persons per 1000 spindles.
Low labour complement regions like Ahmedabad (which has
the lowest labour complement of 8 persons), Madras and the
rest of Gujarat belong to this group.

5.2.3. Average labour complement.——The simple average
of labour complements of the mills for which data are available
has been used to assess deviations of the labour complements
of individual mills from the average for the industry. The
study reveals considerable variations among the mills. The
simple average of the labour complement figures of the purely
spinning mills and the spinning departments of composite
mills working in October 1961 works out to 10.49 persons per
1000 spindles, the range of variation being 3 to 28 persons
per 1000 spindles. It is found that 174 mills, which form 42
per cent of the total, have a labour complement higher than
the average, most of them falling within the range of 10.50
to 15. A table showing frequency distribution of mills (classi-
fied according to persons employed per 1000 spindles) is given.
below:

Persons employed per 1000 spindles No. of’
mills
Below 3:01 . . . . . . . . 3

3:01— 6-00 . . . . . . . . 27
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Persons employed per 1000 spindles No. of
mills
6:01— 9:00 . . . . . . . . 145
9-01—12-00 . . . . . . . . 127
12:01—15-00 . . . . . . . . 68
15-:01—18-00 . . . . . . . . 29
18-01—-21:-00 . . . . . . . . 10
21-01—24-00 . . . . . . . . 4
24-01—27-00 2
27-01—30-00 3
418

About 210 mills which represent 50 per cent of the total
employ ecither the average number or less than the average
number of workers with labour complements ranging from
6.01 to 10.49. Thus most of the mills in the labour intensive
class have from 10.50 to 15 persons and most of the labour
efficient mills have labour complements ranging from 6.01
to 10.49.

5.2.4. The Bombay section of the industry has on techni-
cal considerations accepted as normal certain standards of
employment per 1000 spindles. According to these standards
the average number of persons to be employed for coarse
and medium yarn is 8.18 per 1000 spindles, for fine and
superfine counts it is 6.50 per 1000 spindles. Taking an overall
average we get 7.34 per 1000 spindles. Against 7.34 accepted
by the Bombay section of the industry the actual average
employment per 1000 spindles in the country is 10.49. Tt is
also noticed that only 100 mills out of 418 examined worked
with 734 or less number of workers per 1000. spindles. Thus
from the industry’s standpoint spinning mills (including
spinning sections of composite mills) in the country are
mostly uneconomical in respect of their labour complements.

5.3.1. Average labour employed per 100 looms.— A study

in respect of weaving sections of the mills in India similar to

. what has been attempted above in respect of

S.3. Weaving  spinning has also been done. The Textile

sector. Commissioner has provided data in respect

of the number of persons employed in the weaving and prepara-

tory departments per 100 looms among 246 mills working
in October 1961.
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5.3.2. Regional comparison in labour complements.—From
the simple averages that are given in the table below it is
found that West Bengal is most labour intensive with 87
persons per 100 looms while Kerala has the lowest labour
complement with 49 persons. Bombay has 71 persons per
100 looms which is more labour inensive than Ahmedabad
with only 65 persons. The inter-mill variations within a re-
gion are highest in West Bengal and lowest in Kerala.
Bombay mills show a wider range of variation than the mills.
in Ahmedabad.

No. of persons em- Percentage
ployed per 100 looms of automa-
worked in weaving tic looms.

Region and preparatory to total
departments.
Simple looms
averagc Range installed
in the
region
i 2 3 4
1. Kerula . . . | ; 49 42—56 236
2. Madras . . . ] 5 50 36—64 50-0
3. Punjab . . ] : 51 45—60 18-2
4. Uttar Pradesh . ) ; 59 4278 -1
5. Pondicherry . . . z 63 4983 24-5
6. Ahmedabad city . 5 - 65 4385 5-6
7. Delhi . . : 3 67 60—77 42-5
8. Rest of Gunmt . . . 67 53—89 1-4
9, Bihar . . . . . 70 .. 12"
10. Bombay city . . . . 71 33—97 7-8
I1. Andhra Pradesh . . . 76 70—82 6-0
12. Madhya Pradesh . . . 79 52—92 24
13, Rajasthan . . 79 56—93 0-0
14, Rest of Maharashtra . . 8l 63—117 0-5
15. Orissa . . . . 85 .. 0-0
16. Mysore . . . . . 86 66—I125 29-1
17. West Bengal . . . . 87 68—135 56
Costed Units . 65 33—92

From the above table it is also clear that there is no direct
relationship between the labour complement and installation
of automatic looms in a region. Mysore, for instance, with
about 29 per cent of its capacity as automatic looms, has the
second highest labour complement. Kerala, on the other hand
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has only 24 per cent, and yet has the lowest labour comple-
ment. Again, Ahmedabad with a lower percentage of auto-
matic looms, is less labour intensive than Bombay. An ex-
planation given for this is that the number of auxiliary aids

for a weaver who is supposed to attend to 12 automatic looms
are higher.

5.3.3. Labour complement and size of mills.—As in our
study of labour complement in the spinning sections we have
also attempted a study of labour complement (as given below)
in relation to size in the weaving sections of the industry.
A correlation, if any, between the two would establish the
fact that the labour complement required would vary with the
size of the manufacturing unit. This study is based on a random
sample of 131 units (46 per cent of the total number composite
mills) covering different capacity classes from all regions for
which labour data in the weaving and preparatory depart-
ments per 100 looms were available :

Persons employed per 100 looms

Capacity class No. of worked in weaving and prepara-
units tory departments.
Simple Range
average
A B A B A B

1. Upto 500 looms 46 12 73 67 36—135 4283

2. 501 —1,000 . . 48 11 69 68 45—95 45--92
3. 1001 —I1,500 . . 20 3 71 60 43—90 43—90
4. 1,501 —2,000 . . i0 3 68 68 50—83 56—83
5.2,001 —2,500 . . 5 2 59 46 33—91 33—58
6

2,501 —3,000 . . 2 .. 65 .. 54—76
T 3

A-—relates to sample.
B—relates to costed units.
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From the above table it is found that mills, having upto 1500
looms, which class represents more than 75 per cent of the
country’s loomage, have the highest labour complement.
Among these the least economical in respect of labour em-
ployed are the small mills having upto 500 looms which re-
present 15 per cent of the total capacity. This class consti-
tutes a good percentage of the capacity in Kerala (100%),
Rajasthan (79%), Madras (54%), Rest of Gujarat (42%)),
Mysore (347;), West Bengal (33 %) and Bihar (30%). Within it,
West Bengal, Mysore, Rajasthan and Bihar suffer from high
labour requirements, while Kerala and Madras carry the
lowest labour complement. From the point of view of labour
complement the two advantageous sizes appear by and large
to be mills with 1501 to 2000 looms and those with 501 to
1000 looms. The former size is not common in most of the
regions except Delhi where 44 per cent of the regional capacity
is represented by this size group. Mills with 501 to 1000 looms
account for a fair percentage of regional capacities in Andhra
Pradesh (100%), Orissa ~ (100%), Punjab (74%), Bihar
(70%), Ahmedabad (69%) and rest of Gujarat (58%).
But cven in this Group only Punjab, Ahmedabad and the
rest of Gujarat have derived the advantage of low labour com-
plement.

5.3.4. Average labour complement.—Similar to the average
labour complement calculated earlier for the spinning sector,
the average labour complement has been estimated in respect
of the weaving sector and it works out to 69.75 persons per 100
looms. The range of variations is from 32.57 to 135.00 persons
per 100 looms. Out of 246 mills, about 115 employ more
than the average of 69.75 persons. They are concentrated in
the class having labour complements between 69.76 and 92.00
persons per 100 looms. A table showing frequency distribution
of mills (classified according to number of persons employed
per 100 looms) is given below :

Persons employed No. of Persons employed No. of
per 100 looms mills per 100 looms mills
Below 42:01 . . 8 92-01to102-00 . 10
42-01—52-00 . . 20 10201 to 112-00 2
52-01—62:00 . . 38 112-00to 12200 . . 1
62:01—72-00 . . 81 122-01t0 13200 . . 1
72-01—82-00 . . 52 132-01to 142-00 . . 1
82:01—92:00 . . 32

246
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5.3.5. The Bombay section of the industry has considered
as normal a labour complement of 68 persons per 100 looms
for coarse and medium fabrics and 66 persons for fine and
superfine fabrics. An average of 67 persons per 100 looms
may be taken for all varieties. Jt is found that the actual
average labour complement in the industry is higher than the
standard mentioned for Bombay though the difference is
much less than in the case of spinning mills. From an analysis
of the data of the 246 mills it is seen that about 100 mills
work with 67 persons or less. Therefore, judging by the
standards set by the industry, nearly 60 per cent of the mills
seem to be working with higher labour complements.

5.4. Thestudy is of interest as it can be used to analyse
the labour complement in the units selected for costing. Their
patiern of labour employed is shown in the earlier tables for
comparison with the relevant overall figures. While on the
one hand their conformity to the overall pattern shows that
the sample is representative, the fact that some of them also
carry high labour complements indicates how far the projected
price formula may carry a higher element of labour costs,
which must eventually go down with progress of rationalisation.



CHAPTER Vi
RATIONALISATION

6.1.1. The fundamental implication of rationalisation
in its reference to industry is the elimination of waste both
6.1. Tmplication in_effort and material. The ulvtimatc purposg
of ratiopalisation, Of it 1S to cconomise costs in the production

processes. The achievement of these objectives
depends not only on the adoption of certain specific measures,
but also on a re-orientation of the mental approach to busi-
ness. Rationalisation is. therefore, both an attitude and
a process. Among other things rationalisation would involve
scientific utilization of labour through an accurate study of
work-loads and working conditions. The immediate problem
in Jndia in this respect consists of proper assignment of work
to labour on the basis of the existing machinery and the
rearrangement of work-loads on  the installation of modern
machinery. In other words, there ought to be rationalised
work-loads accompanicd by improved working conditions.

6.1.2. In India the following guiding principles for the
adoption of rationalisation were laid down by the Fiftcenth
Session of the Indian Labour Conference in 1957 :

1. There should be no retrenchment or loss of earning
of the existing employee, that is, the existing comple-
ment should be maintained barring cases of natural
separation or wastage.

2. There should be an equitable share of gains of rationa-
lisation as between the community, the employer
and the workers.

3. There should be a proper assessment of workloads
by experts mutually agreed upon and also suitable
improvements in working conditions.

6.1.3. The Textile Enquiry Committee (1958) has pointed
out that reduction of labour through natural wastage is a
long term process and to make rationalisation depend entirely
on such reduction would not yield sufficient benefit to the
industry particularly in these centres where the margin of

48
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excess labour is large. It suggested therefore the appointment
of ratipnalisation committees for creating the preconditions
for any scheme of rationalisation. The Wage Board on the
Textile Industry endorsed the above suggestion. The Textile
Commissioner has stated that a Committee on Rationalisa-
tion has been setup with regional committees. It is expected
to act as liaison between labour and management. The
Working Group of the N.I.D.C. was of opinion that the natural
wastage of labour would offer only minimum scope for ra-
tionalisation. It would be of the order of 15 per cent of the
total labour force during a six year period. Where a greater
measure of rationalisation was involved the Working Group
suggested compensation by agreement for retrenched labour.
Tt also recommended licensing of new capacity in place of
units which should be scrapped voluntarily or compulsorily
so as to facilitate absorption of surplus labour. But as a general
principle it was not in- favour of confining such allocation
only to areas of surplus labour as such a policy would ignore
the efforts already made elsewhere by the industry in rationa-
lising and reducing its labour complement.

6.1.4, The Federation has in its written memorandum
pointed out that since lack of finance, including foreign ex-
change, is a limiting factor the process of rationalisation must
be slow and as such there may not actually be much unemploy-
ment due to this. Besides, those mills that are working two
shifts may employ more labour by working third shift conti-
nuously after modernisation. In view of all these considera-
tions the Federation has pressed for some elasticity parti-
cularly inrespect of the cotton textile industry in the adoption,
of the conditions laid down by the Fifteenth Session of the
the Indian Labour Conference because of the imminent need
for modernisation. Otherwise there would be no incentive
for rehabilitation and modernisation of the industry. It
feels that unless the mills are permitted to reduce labour by
payment of retrenchment compensation it may not be worthe
while to modernise at high capital cost. It has also stated
that the existing opposition to the installation of automatic
looms is not reasonable. Any little unemployment that may
result from such steps would be more than compensated by
higher wages. According to the Federation unless a liberal
and realistic attitude is adopted about the profitability of
rationalisation there is not much scope for its progress,
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6.1.5. According to the Textile Commissioner the “‘de-
casualisation” scheme which is in operation in some centres
offers scope for rationalisation with the co-operation of
labour, as labour rendered surplus in some mills is pooled
together for employment in other mills in the same centre.

6.1.6. The industry complains that even where working
conditions have been improved, there has been resistance
by labour to the adoption of rationalised work-loads, while
labour representatives aver it is not so and the unsympathetic
attitude and lack of efficiency of management hold back proper
rationalisation. Workers’ representatives urge that work-
loads are inequitable, managements do not create proper
working conditions and despite larger profits as a result of
sizeable economics, adequate benefits have not been passed
on either to labour or to consumers.

6.1.7. The Working Group of the N.I.D.C. indicated
that the unit labour costs in India were very high as compared
to the U. K. and Japan. The Federation has pointed out that
labour cost has increased further owing to the implementa-
tion of the Award of the Wage Board, the incidence of which
exceeds Rs. 14 crores or 3 per cent of costs. It has stated that
the wage cost per unit of output in India is perhaps the highest
in the world. The Wage Board had emphasized that mini-
mum standards of work-loads should be achieved and be
integrated with the grant of higher wages. The Federation
has pointed out that while higher wages have been granted
not much progress has occurred in the realisation of scientific
work-loads. As a consequence productivity is at its lowest
as compared with countries like Japan, U. K. and the U. S. A.
The representative of the IN.T.U.C. however urged that the
labour norms were as high as they could be in Bombay
and Ahmedabad in the present context of working of plant and
machinery and contended that management efficiency left
scope for improvement.

6.2.1. Rationalisation has not made much headway so
far. The higher production targets for the Third Plan which
6.2. Scope for necessitate expansion of both spindleage
rationalisation in and loomage in the industry should now
the Third Plan.  offer greater scope for effecting proper ra-
tionalisation. There is a mistaken belief among some that only
the installation of automatic machinery constitutes rationa-
lisation. Based on this apprehension labour too holds the
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vicw that rationalisation would spell unemployment. Rationa-
lisation involves improved techniques which, while they
would be labour-saving in the sensc of rcducing fatigue, need
not necessarily cause unemployment. By elimination of waste-
ful utilisation of labour, without reducing the overall labour
complement, higher productivity and larger output could
be achieved.

6.2.2. Rationalisation in the wider sense is inseparable
from productivity. We have seeén the interesting report of the
Productivity Tcam of the National Productivity Council
on the Cotton Textile Industry. Many useful suggesiions
have been made in that report which remain to be imple-
mented even by the more progressive units in  the industry.
The correct attitude towards productivity is not merely to
assign heavier work-loads but to carry out machine assign-
ment on proper job evaluation. The management must Icad
in the productivity drive and be prepared to share the fruits
with labour. Work studies, schemes for rewards and simpli-
fication of schedules would help productivity. Above all,
in Indian conditions what is needed to get more output from
labour is improvement in the structure and layout of machine
shops, mechanisation of 'handling, proper atmospheric
control for healthy working, —preventive maintenance to
avoid breakdowns interrupting production, etc. Managerial
efficiency nceds to be helped by preparation of proper plans,
quality control of output and helpful budgetary control to
avoid wastes. All this will be in addition to introduction of
new production machinery and techniques like use of standard
mixings, big hoppers, one process blow-room, vacuum
stripping in cards, installation of high speed warping and
winding machines and improvements in looms. The Team has
also impresscd upon the industry the advantage of giving
training to workers and setting up a productivity centre for
giving advice to mills. The representative of Machinery
Manufacturers’ Association who headed the productivity team
has estimated that it would be possible to step up production
of textiles with the existing machinery by 10 to 15 per cent.



CHAPTER VII
FINANCIAL POSITION

7.1.1. A principal term of reference requires us to
-examine the capital structure of the industry, investments
and fair rcturn thereon, bearing in mind
7.1. Scope of the need for continuous rchabilitation and
study. modernisation, While we shall deal with the
question of return when considering fair prices, we will now
attempt a survey of the financial position of the industry with
a view to assessing the adequacy and deployment of reserves
not only for regeneration and modernisation of production
assets but also for raising output. For such a study we have
considered it advisable to usc the data collected by regular
agencies doing such surveys periodically like the Reserve
Bank (R.B.I.) . We have also assessed the position of 39 of the
43 costed mills for which proper.data could be gathered.
Besides, the accounts of a large number of other mills, which
have furnished their balance sheets and profit and loss ac-
counts, have also been  studied.

7.1.2. A study of the finances of the cotton textile industry
for the period 1956-60 has been undertaken with the help
of information obtained from two sources. The principal
source is the R.B.I. analysis of the finances of 211 selected
companics in the cotllon textile industry. The second is the
study made by the Federation in connection with our in-
quiry covering 294 companies.’ The R. B. I’s coverage of 211
companies as measured by the percentage of their installed
capacity to the total capacity of the industry as on Ist
January 1961 worked out to 64.3 per cent of total spindleage
and 71.2 per cent of total loomage. The coverage of 294
companies included in the Federation’s study accounted for
81.7 per cent of installed spindleage and 83.2 per cent of
loomage in 1959. The coverage of 39 costed companies worked
out to 12.4 per cent of the total spindleage and 12.9 per cent
of total loomage in the industry in 1961. In study of trends
and growth the base year assumes great importance. For the
study undertaken we have adopted 1956 a comparatively
normal year, as basc and prepared indices thereon.

52
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7.2.1. Income—The following table presents the income
E xpenditure . textiles :—

(Rs. in crores)
(Index : Base year 1956=100)

Sales income of mills from Cotion Textiles

R.B.I.’s 211 Federation’s 39 companies
Year companics 294 companies (sclected for
costing)

Amount Index Amount Index Amount Index

1955. . . 373 99 426 95 N.A.  NA.
1956. . . 378 160 448 100 77-3 100
1957. . . 381 101 449 100 76-9 99
1958. . . 399 106 467 104 81-1 105
1959. . . 437 116 517 115 895 116
1960. . . 481 127 N.A. NA. 1022

132

(N.A.- Not available)

The trend has been onc of steady improvement in sales
income. The growth in income gathered _momentum from
1958 due to improvement in output and rise in cloth prices,

7.2.2. Expenditure.—A rising trend in expenditure (cost
of production) may be observed from the table below:— .

(Rs. in crores)
(Index : Basc year 1956=100)

Expenditure of cotton textile mills

Year R.B. I.’s 211 Fedcration's 39  companies
Companies 294 Companics  (selected for cos-
ting)

Amount Index Amount Index Amount Index

1955. . . 334 90 385 87 NA. NA.
1956. . . 374 100 444 100 76-78 100
1957. . . 394 106 465 105 79-49 104
1958. . . 387 104 457 103  80-77 105
1959. . . 403 108 433 109 86-7] 113
1960. . . 463 124 N.A. N.A. 10032 131

(N.A.=Not available)
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Expenditurc recorded a slight fall in 1958 due to lower pro-
duction consequent on accumulation of stocks. This trend
was reversed from 1959 onwards.

7.2.3. Elements of cost of production

7.2.3.1. The major expenditure items recorded, on the
whole, a continuous rise during the period under review as
may be seen from the table on the next page. There are,
however, considerable divergences with regard to individual
cost items. The index numbers for the important cost items
show comparable trends.
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7232, Raw materiald 4nd mamifactiiring expenses
accounted for more than 60 pet cent of tétal expeénditute.
This item, according to R. B. I.; showed an increase of 7
per cent in 1957 and after recordmg a slight decline in 1958
and 1959 it rose in 1960 to 21 per cent over the 1956 level.
Ini the case of costed companies the data showed that there was
a t:ontihdous tige under this head which in 1959 was 13 per
cent and in 1960 was 32 per cent over the 1956 level. Rising
prices of cotton, including larger imports, mainly accounted
for this trend.

7.2.3.3. With regard to salaries and wages, an item
which Tepresents a little over 25 per cent of the total expendi-
ture, there is greater similarity in the upward trends. The
R. B. I. data showed an increase of 13 per cent in 1959 and
26 per cent in. 1960 while for the costed companies the trend
is atnost 1dbxihca1 Thé rise is largely due to the implementad:
tion of the Wage Board Award during the period.

7.2.3.4. A significant development is the big leap in
intefest charges—a neéar two-fold rise—due to a larger share of
working capital financed from borrowings on account of
higher output and inventories, As against this, depreciation
and other overheads showed little vatiation till 1959. Provi-
sion for higher depreciation in 1960 - was probably due to
observance of §thtu{bry luibllity ufidér the Companies Acy

and il 4 small iMedsuré to fresh additions to Hxsd avséts;

7.3.1. Gross profits.—The financial resylts of the work-
ing of an mdustry are revealed by its profit maxgm—grosl
7.3, Ghoss fros profits (that fs, profits after providing for
£ifs and Géir app- IHterest chahges at{a depretistion) carhelt - it
ropriations. miin bushmess as perceituge of 3435 Beoms:
Judged by this crterion, 1996-60 his been a period of marked
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fluctuations for the cotton textile industry as will be seen
from the following table :—

Gross Profits as percentage of
sales income

Year For R. B. For Fede- For 39
I's 211 ration’s companies
companies 294 selected

companies for costing

1 2 3 4
1955 . . . ; y ; 73 10 N.A.
1956 . . . . 1 { 69 6-2 56
1957 . . . . . . 0-8 0-1 02
1958 . . . . ' ] 1-5 06 (409
1959 . . . . . ; 3-6 2.9 1-7
1960 . . . . : X 7-5 N.A. 58

High profits were earned in 1955 and 1956 on account of
de-stocking; 1957 and 1958 were, however, years of consi-
derable stock accumulation and hence lower profit margins.
The position improved in 1959 and 1960. The rise in profit
margin has been significant in 1960, thatis, affer the regulated
prices were introduced.

7.3.2. Appropriations.—For a study of the appropriation
policy of the industry it would be useful to express the
various appropriation amounts as percentages of the annual
gross profits. The table on next page shows gross profits
earned by the industry and their appropriation towards
managing agents’ commission, tax provision, dividends and
retained profits expressed as percentages of gross profits.
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Gross profits in crores of rupees
Approriations in percentages

Items 1955 1956 1957 1958 1959 1960
1 2 3 4 5 6 7
A, For RBI's 211 companies
1. Gross profits 29-18 28-22 5:96 9-25 22:26 39-81
(100) (100) (100) (100) (100)  (100)
2. Managing
agents’ re-
muneration 19 14 27 19 10 8
3. Tax provisi-
on . 29 36 105 74 37 32
4. Dividends . 29 29 109 71 43 30
5. Retained pro-~
fits. . 23 21 —141 —64 10 30
B. For Federation's 294 companies
1. Gross pro-
fits . . 3219 31-%9 5-87 7-80 2402 N.A.
(100) (100) ~ (100) (100) (100)
2. Managing
agents’ re-
muneration 19 14 32 25 11 NA
3. Tax provi-
sion . 30 37 117 93 35 NA
4, Dividends . 27 30 118 88 41 NA
5. Retained pro-
fits . . 24 19 —167 —108 13 N.A.
C. For 39 Costed companies
1. Gross pro-
fits . . N.A. 511 1-20 N. 3-16 7-82
(100) (100) (100) (100)
2. Managing
agents’ re-
muneration N.A. 14 29 11 7
3. Tax provi-
sion . NA, 36 103 27 27
4. Dividends . N.A, 28 98 . 51 25
3. Retained pro-
ﬁt! 3 . N-A. 22 —130 oo ll “

(N.A.—Not available)
(N—Negligible)
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It is not possible from sych a short cgeriod analysis to draw
any far-réaching cqnclusions. The comparative inflexibility
of the tax provision and ihie maintenance of the level of
dividend payments accoupted for the large withdrawals from
resetves that units in the industry resorted to during the lean
years 1957 and 1958. On a comparison of the years 1955,
1956, 1959 and 1960 when the industry had some amounts
to put by in reserves we note that the dividend policy adopted
by the industry has pot been one of excessive prudence.
From the point of view of an old industry claiming rehabili-
tation on the grounds that depreciation was not adequate
and profits were low, this drain’ on resgrves for maintenance
of dividends was not justified.

7.4.1. By projection we have estimated the capital em-

7.4. Capital em- ployed in the ipdustry during the period 1955
ployed. & 196Q and the resulty are set out below:

(Rs. in Crores)

EBstimates of capital employed
in the mill sector ‘on the
‘basis of coverage of

Year
RBI's 211 Federa= 39 costed
companies tions’s companics
294
companies
195 . . . . . . 279 280 N.A.
1956 . . . . . . 344 341 357
1957 . . . . . . 383 380 435
1958 . . . . . . 379 377 435
1959 . . . . . . 378 375 431
1960 . . . . . . 420 N.A. 484

Note.—For purposes of this study capital employed is taken as
net block plus wb;king cap_ital.

The estimates arrived at on the smaller coverage of 39 costed
¢ompanies are on the high side as compared with those based
on the wider coverage of R. B. 1. and the Federation. Capital
employed in the industry rose from dbout Rs. 280 crores in
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1955 to Rs. 420 crores in 1960, thatis, by $0 per cent. The
large increases in" 1956, 1957 and 1960 reflect mainly highet
output and to some extent accumulation of stocks and conse-
quent risc in working capital. Considering the current per-
formance of the industry, average capital employed duting.
1961 and 1962 may be estimated to be of ‘the order o

Rs. 450 crores. As regards the structure of capital employed
the R.B.I analysis revealed that pet block which constituted
45 per cent of capital employed in 1955 improved to 53 per
cent in 1959 but declined slighily to 50 per cent in 1960.

As for financing capital employed, net worth (paid-up
capital and reserves) formed the bulk throughout the six
year perjpd 1955-60. Although its sharg declined from 69 per
cent in 1955 to 54 per cent in 1958, it recovered slightly to 56

per cent in 1959 and 1960 on agcount of retention of profits in
the business.

7.4.2. We have received figures of average capital employed
for 259 companies. The following table shows the frequency
distribution of these companies and of 39 costed companies.
according to the size of capital employed in 1960.

capitillzznggloyed For 259 companies  For 39 companies
(Rs. in lakhs) sclected for costing
Range Nos. % Nos. %
0-— 25 . . . 44 17-0 4 10-3.
26— 50 . . . 55 212 3 7-7
St— 75 . . . 31 12-1 7 17-9
76—100 . . . 33 12-7 8 20-5
101—150 . . . 45 17-4 5 12°8
151—200 . . . 21 8-1 4 10-3
201—500 . . . 26 10-0 5 12°8
501 & above . . 4 1.5 3 7-7
ToTAL . 259 100.0 39

1000
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Of the 259 companies, 63 per cent employed up to Rs.1 crore,
25.5 per cent between Rs. 1 crore and Rs. 2 crores and 11.5
per cent over Rs. 2 crores. As against this, out of the 39
costed units, 22 units or 56.4 per cent employed up to Rs. 1
crore, 9 units or 23.1 per cent between Rs. 1 crore and
Rs. 2 crores and the remaining 8 units or 20.5 per cent more
than Rs. 2 crores.

7.4.3. The relationship between capital employed and
turnover is of significance when considering return on capital,
During the six year period 1955-60 the average ratio of sales
income to capital employed worked out to 1.66.

7.5.1. Gross capital formation (gross fixed assets forma-
7.5. Capital for- tion plus inventory accumulation) in the cotton
mation. textile industry during the period 1956-60
as revealed by the analysis of R.B.I. data is detailed below :—
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The rate of gross capital formation which stood at 16.8 per
cent in 1956 declined to 1.6 per cent in 1958, but recovered to
12 .0 per cent in 1960. For the quinquennium 1956-60 which
corresponds to the Second Plan period, gross capital forma-
tion for 211 companies amounted to Rs. 158.90 crores. This
works out to an annual average rate of gross capital formation
of 8.7 per cent. On the basis of above coverage, gross capital
formation for the entire industry during the Second Five
Year Plan period may be estimated at Rs. 235 crores (consis-
ting of Rs. 160 crores of gross fixed assets and Rs. 75 crores.
of inventories).

7.5.2. Of the gross capital formation amounting to
Rs. 158.90 crores for the five year period 1956-60, grojs
fixed assets accounted for Rs. [09.52 crores or 68.9 per cent.
Plant and machinery copstifuted 82.0 per cent of gross fixed
assets. The annual rate of expansion of gross fixed assefs.
declined from 11.6 per cent ift 1956 to 6.8 per cent in 1959 byf
recovered slightly to 8.4 per cent in 1960. The average rate
of expansion of gross fixed assets during the five year period.
worked out to 8.9 per cent. "

7.5.3. For the financing of the gross capital formation of
Rs. 158.90 crores, external sources provided for Rs. 94-89
crores or 59.7 per cent, out of Which capital issues amounted
only to Rs. 11.74 crores or 7.4 per cent, and borrowings to
Rs. 67.74 crores or 42.6 per cent. Internal resources ag-
counted for Rs. 64.01 crores or 40.3 per cent, most of whi¢h
was represented by depreciation provision. The industfy
resorted to ~ borrowings on a large scale and also depended
upon depreciatjon proyision for financing gross capital for-
mation. This was mainly due to depletion of internal resous-
ces on account of low profits in 1957 and 1958. :

7.6.1. For facility of comparing data provided by the
R.B.I. and the Federation in respect of the financial position
26. Pattern of Of the industry, we attach a detailed statement
assets and lisbi- on pages 69 and 70 showing both sets of
litles figures in the form of a combined
balance sheet. ’
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7.6.2. The total gross assets of the 211 companies covered
by R.B.I. increased from Rs. 400 orores in 1955 to Rs. 571
crorgs in 1960, that is, by 43 per cent. Their total net assets
recorded an increase of about 43 per cont from Rs. 280 crores
in 1955 to Rs. 400 crores in 1960. Net fixed assets improved
from Rs. 85 crores in 1955 to Rs. 144 orores in 1960, that is,
by 68 per cent. Curront assets, on the other hand, slightly
declined in importance, although they still represented nearly
60 per cent of total net assets. Investments outside showed
continuous downward trend from 6 per cent in 1955 to 4 per
cent in 1960. Cumulative appropriations for depreciation
stood at Rs. 171 crores at the end of 1960, that is, about 54
per cent of gross fixed assets.

7.6.3. On the liabilities side, net worth improved by 17
per cent from Rs. 154 crores in 1955 to Rs. 180 crores in 1960,
but as a percentage of total liabilities it dropped from 55 per
cont in 1955 to 45 per cont in 1960. Borrowings, an the other
hand, went up from 21 per cent in 1955 to 32 per cent in 1960.
Though banks continued to be the important lender the indus-
try has been able to obtain increasing help from the I.F.C.
and N.I.D.C.

7.6.4. The LF.C. has informed us that since the setting
up of the N.L.D.C. loan applications  to it from textile units
have declined. Loans sanctioned by the N.ID.C. during
1955-61 were about Rs. 14.5 crores. In addition, about Rs.
1.5 crores have been sanctioned as loans by State Finance
Corporations. Compared to the financial help for the industry
expected from such bodies, as assessed by the Working Group
(1960), this is a bleak prospect.

7.6.5. The trends observed from our study are that since
1955 (a) gross as well as net fixed assets have risen substantia-
lly by 53 and 68 per oent respectively; (b) depreciation accumu-
lations have grown by 42 per cent; (o) the level of free reserves
has been maintained and has risen in 1960; (d) other invest-
ments have not changed materially; (¢) inventories have gone
up since 1955 without corresponding rise in output; and (f)
total borrowings have more than doubled, particularly bank
borrowings. As the issue of share capital has not been signi-
ficant, the industry appears to have met its increased capital
requirements primarily from borowings; and it has still subs-
tantial resources available from reserves, as less than a moiety
of depreciation accumulations seems to have been ploughed
back.

6—~16 T. C. Bom.[66
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7.7.1. We have referred in paragraph 7.3.1. to the profit
margin as a percentage of the sales income. There.are other
: ratios of equal practical importance for
7.7. Rates of ret- measuring the profitability of a company.
pr f:‘"‘ed by the The ratio of gross profit (i.e. profit including

uiry- managing agents’ remuneration and taxation
but excluding interest charges and depreciation) to capital
employed (net block plus working capital) and the ratio of
gross profit to gross block are also indicators. The ratio of
net profit (i.e., profit after providing for managing agents’
remuneration and taxation) to net worth measures the profita-
bility of equity capital. In addition, the ratio of dividends to
net worth shows the actual return earned by share holders.
The several ratios are not strictly comparable over time in
view of (i) the different methods of depreciation adopted by
companies, (ii) the various modes of raising capital required
for running the business (i.e., whether the business is run mostly
with borrowed capital or on own funds), (iii) differences on
‘account of type of management that is, whether managed
by Managing Agents, Secretaries and Treasurers or by Board
of Directors etc., and (iv) changes in the system of corporate
taxation from time to time. = Another measure of profitability
‘for inter-company or inter-industry comparisons will be the
return on total net assets which is indicated by the ratio of
gross margin to total net assets employed in business.

7.7.2. The following statement sets out the rates of return
carned by the industry during the period 1955-60 as measured
by the various ratios mentioned above. For the sake of com-
parison, the rates of return earned by 1001 selected companies
in all industrial groups covered by R.B.I. have been included
in the statement. The trend of these ratios for the cotton tex-
tile industry was the same as noticed in profit margin on sales
income referred to earlier. There was a setback in 1956 and
1957. The next two years were marked by recovery and in
1960 the level of 1955 was almost reached.
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Statement Showing Rates of return earned during the Years
1955 10 1960

For 211 For294 For39 For 1001
compa- compa- costed companies

ltems Year nies . _nies (Fe- compa- in all
(R.B.L.) deration) nies industrial
groups
(R.B.1.)
% % % %
1. Returnontotal
net assets :
1955 16-4 155 N.A. 13-5
1956 13-6 13-0 13-3 12-4
1957 547 5-0 5-4 10-0
1958 16-8 58 4-3 10-5
1959 10-1 9-3 85 12-5
1960 16-0 N.A. 142 13:5
11, Return on ca-
piral emplo-
yed :
1955 14-5. 131 N.A. 12-8
1956 11-1 9.8 97 11-4
1957 1-1 0-1 0-3 77
1958 2-4 1:0 ()15 8-1
1959 6.1 4-8 2.8 104
1960 12.6 N.A. 9.9 11.0
1ll, Return on
gross block :
1955 13:3 12.3 N.A. 125
1956 11.3 10-1 9.8 115
1957 1.1 0-1 0-3 76
1958 2.2 09 (914 : 747
1959 5.4 4.2 26 96

1960 11.4 NA. 94 102




74

Statement Showing Rates of return earned during the Years
1955 to 1960

For 211 For294 For39 For 1001
¢compa- compa- costed companies.

Ttems Year nies nies (Fe- compa- in  all
(R.B.1,) deration) nies industrial
groups
(R.BI)
IV. Profit margin % % % %
on sales :
1955 73 70 N.A. 82
1956 69 62 56 7-8
1957 0-8 0-1 02 55
1958 1:5 06 ()09 58
1959 36 2:9 1-7 7-2.
1960 7-5 N.A. 58 7-4
V. Return on net
Worth :
1955 10-2 97 N.A. 8:9
1956 8:0 6-9 65 8-1
1957 (=35 ()51 (—)51 47
1958 (918 ()41 ()75 5:6
1959 36 2:4 24 71
1960 126 N.A. 11-5 9.6
V1. Dividend as
percentage of
networth :
1955 5-4 4-9 N.A. 5.2
1956 4.9 4-8 4.3 5.2
1957 4-0 37 37 4:9
1958 4.1 3-8 4-5 541
1959 5-8 52 54 65
1960 6-6 N.A. 59 6-7

7.7.3. From the ratios for all industries, it is evident that
the experience of the cotton textile industry was not unusual.
The overall ratios for all industries also suffered a decline
during 1956 and 1957, from which they gradually recovered
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to the level of 1955 during the next three years. The years
1957 and 1958 were bad for the textile industry. But since
1959 the profit trend improved and the general results have
‘been better for cotton textiles than for all industries as a whole.

7.7.4. The following table shows the frequency distribu-
tion of companies according to the rate of return earned on
-average capital employed during 1960 and is worked out on
the basis of data furnished to us by 246 companies :—

Number of  Percentage

Range of rates of return on companies
capital employed

A —
Less than (—)I10 . i i . . 7 2-8
(—)10to 0. . y : : . 19 7.6
0 to 4 . . v : . . 57 232
4 to 10 . . g ; ¥ . 44 17-9
10 to 20 . ’ , ) . 75 30-5
20 to 30 . . ' s 4 . 24 9.8
30 and over . . - : - . 20 8-2
246 1000

—_— —

Out of these, 26 companies or 10.4 per cent showed nega-
tive rates of return because of losses incurred during the year;
57 companies or 23.2 per cent earned low returns ranging
between O and 4 per cent and 44 companies or 17.9 per cent
earned returns varying between 4 and 10 per cent. The largest
number of companies (75 companies or 30.5 per cent), how-
ever, fell in the group 10—20 per cent. As many as 44 com-
panies or 18 per cent showed high profit ratios i.e., over 20
per cent, of which 20 companies recorded returns above 30
per cent.



CHAPTER VIII

REHABILITATION

8.1.1. The cotton textile industry stands in need of reha-
bilitation owing to the severe strain it had to undergo over a
long period particularly during the second
8.1, Need forre- World War and immediately thereafter, when
habilitation. even well-managed mills found it difficult to
obtain the necessary spare parts and components required
for proper maintenance of machinery. Independent bodies
which had investigated the conditions of the industry such as
the Working Party for the Cotton Textile Industry (1952)
and the Working Group of the N. I. D. C. (1960) had given
it as their verdict that the unsatisfactory state of the industry
was the result of neglect by large sections regarding main-
tenance of machinery and their timely replacements. The
financial results of the industry had not been unfavourable
despite fluctuations in its fortunes; but inhternal resources which
should have been carefully garnered for replacement and re-
generation of assets have not been so used_ but partially frit-
tered away by way of high dividends. The industry, however,
has urged before uas that its proper rehabilitation has been
impaired by its meagre earnings on account of its being under
control over a long period.  On the other hand labour orga-
nisations have contended that the funds earmarked for rehabi-
‘litation have not been properly used for this prupose. We
‘have thus been confronted with conflicting claims.

8.1.2. The necessity for rehabilitation has to be consi-
dered as a problem affecting the economy and output of an
essential industry independently of the criticism of the perfor-
“mance of large sections of it. A study of the accounts of
some of the larger units shows satisfactory trends. Many
‘of them have since 1948 greatly expanded their capital invest-
ment and output. Apart from increasing share capital and/
or debentures they have ploughed back their reserves into the
industry in the shape of fixed capital assets. Side by side the
requirements of working capital which have increased with
larger production have becn met; profit levels have also been
maintained. The large extent of replacement of assets which

76
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has taken place over the last fifteen years has been achieved
not merely by the installation of completely modern plant and’
machinery with better output and operating economies, but
also by judicious modifications and alterations of the existing
plant and machinery so as to improve them. The latter which
is a process of ‘continuous rehabilitation’ has been adopted by
a large section of the industry. Substantial expansion has also.
taken place by way of establishing new spinning mills and by
expanding composite mills so as to avoid imbalances.

8.1.3. The cotton textile industry in India consists of
several establishments of varying levels of efficiency. It is
stated that there are as many as 100 units which are uneconomic
owing to their out-dated equipment. Their sustenance in the
present conditions is a greater burden on society in the long
run than the expenditure it might involve to rehabilitate them.
There is also an urgent necessity to reduce cost of production
in the industry by increasing productivity. The internal con-
sumer has been bearing the burden of inefficiency through
higher prices of the finished products. Further, the industry
has been subjected to an export obligation the fulfilment of
which is feasible only by improving its overall efficiency.
It is not possible to earmark only certain establishments for
export purposes. All of them must be made export-minded
and that would be possible only by a comprehensive scheme
of rehabilitation covering  export requirements also. It is
also necessary to bear in mind that the initial advantages of
the industry in under-developed areas owing to favourable
labour costs are fast disappearing. The only method of mee-
ting it is by increasing technical efficiency. Otherwise it would
be difficult for the industry to survive in a free market when the
existing foreign exchange scarcity may disappear and imports
may have a tendency to flow in. The pattern of our export
trade is also undergoing a change and with the disappearance
of special treatment that India has enjoyed in some foreign
markets the industry may be unable to withstand competition
unless it sets its house in order.  Finally, the raw cotton position
within the country has also not been very encouraging during
recent years. If the internal deficiency is to be made up by
imports the industry must be prepared to face higher raw ma-
terial costs. Therefore, unless the industry is in a position to
make an efficient use of imported raw materials and reduce its
conversion costs it would be priced out of external markaéts. -
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8.1.4. The Working Group estimated that the industry,
if its équipments were new, might need about Rs. 800 crores
for its normal rehabilitation and modernisation. This estimate
had to be scaled down to make it conform to the possibilities
of a planned rehabilitation of the industry during the Third
Five Year Plan. The Working Group’s estimate. of the cost
of rehabilitation and modernisation of the industry were based
on data furnished by the mills and by the Cotton Textile Loan
Advisory Committee of the N. L. D. C. It also had the benefit
of the estimates made by the Standing Committee on Textile
machinery. Based on these data the Working Group esti-
mated the requirements for rehabilitation, which would involve
a minimum amount of modernisation, at Rs. 180 crores.
Out of this the industry was expected to raise about Rs. 60
crores, and with some further efforts it might be able to find
about Rs. 80 crores in all.  The balance of Rs. 100 crores
would have to be found from external sources. But as the
possibility of raising further - equity capital was considered
rather limited, this amount of about Rs. 100 crores would
have to come from loans from either the N. I. D. C. or the
I. F. C. In the coursc of our discussions the Federation has
submitted that the industry over the last six years has already
used over Rs. 100 crores of internal resources in raising its
productive assets and that it now stands in need of Rs. 250
crores for rehabilitation over the next few years.

8.1.5. Rehabilitation requires new equipment and this
may either be secured from indigenous manufacturers of textile
machinery or be imported. But the internal availability is
limited by the capacity of the indigenous machinery industry
which in turn depends for about 25 per cent of value of its
output on critical imports. The Working Group calculated
that it would be necessary for the cotton textile industry
to import ftom abroad eéquipment for rchabilitation to the
tune of Rs. 60 crores. To that extent foreign exchange would
have to be found for this industry.

8.1.6. According to the Textile Machinery Manufacturers’
Association the requirement of cotton textile machinery durin
the Third Plan period would be of the order of Rs. 281.3
crores, that is Rs. 131.07 crores for rehabilitation and Rs.
150.28 orores for expansion. The licensed capacity for ma-
cHinery manufacture i1s Rs.33 crores per annum which is
likely to rise to Rs. 44 crores by 1965-66. Production which
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was only about Rs. 13 erores in 1961 may rise three-folds
by 1966 and during this period textile machinery worth Rs,
130 crores might be produced. But this depends on impor-
tation of a large number of comiponents not yet made in the
country the value of which will exceed 20 per cent of the value
of machinery produced. Despite the industry now being able
to produce new items like blow room equipment, speed
draw frames, high draft conversion system, combers, auto-
matic looms, dobbies, drop boxes, pnéumafils, etc. and even.
some processing machinery, the availability will be less than
one half the overall requircments of the textile industry. At
present textile machinery worth Rs. 20 crores is imported every
year and if there is a cut in imports on account of forcign
exchange shortage the pace of rehabilitation may slow down.
‘These circumstances must be kept in mind when determining
the finance necessary for rehabilitation.

8.1.7. We have made a caréful assessment of the above
-estimates and we consider that the extent to which rehabili-
tation can be financed and carried out during the Third Plan
period will not exceed the Working Group’s estimate and might
even be at the lower level of Rs. 130 crores envisaged by the
‘Committee of Experts (Natu Committee) which recently
went into this question.

8.2.1. The Federation is of the view that as internal resour-
.ces, namely, reserves and depreciation, would not be suffi-
82. Elementin cicnt,amajorpart of the financial requircments
price for rehabill- for rehabilitation should be found by means
tation. of loans. The industry might have to carry
the loan burden until it is able to wipe it off by its subsequent
performance. The Federation, therefore, expects a liberal
attitude in the polily of the Government in respect of price
determination and return for the industry. It considers that
the return should be such as to provide not only for the in-
terest on these loans but also for their amortization over a
reasonable period of time. The Federation has therefore,
suggested that there should be a special element in the price
to augment its resources for rehabilitation.

8.2.2. As regards depreciation, the Federation has offe-
red its opinion in respect of the basis for calculating it as an
-element of cost. It has suggested that in respect of machinery
which has still some economic life left, depreciation should be
.calculated on the replacement cost basis and the amount re-
<quirod spread over the residual useful life of the machinery.
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In respect of the obsolete machinery it has suggested that
the difference between replacement cost and the original cost
must be spread over a number of years. For the sake of con-
venience the five years of the Third Plan are taken as a suitable.
period for spreading out the difference. If the amount of
depreciation calculated on the above basis is in exceess of the
amount admissible under the Income-tax Act, the taxable por-
tion should be allowed after grossing it up for taxes. It is
recognised. by the Federation that these suggestions may
encounter certain practical difficulties in their implementa-
tion, since the various units in the country differ in respect of
their equipment. Accordingly it has suggested as an alter-
native, that the average remaining life of the entire block of
the industry be taken as 12 years and the replacement price
of the equipment spread over on the straight line method.
The amount thus arrived at should be added as an element
of cost. The Federation emphasises that the incidence of
this alternative method may be relatively less than what
it might be according to its carlier suggestion as the residual
life of the equipment in the industry would in its view be much
less than 12 years. It has also drawn our attention to the fact
that the financial burden of its proposals would be very much
less than under the method recommended by the National
Council of Applied Economic Research in their publication
entitled ‘Replacement Cost in Industry’. .

8.2.3. The Federation has suggested that all new equip-
ment installed by the industry should not be construed as
expansion. Such of the machinery that may be purchased
for securing a balance between the preparatory and the spin-
ning and weaving departments or for diversification will not
constitute expansion but rchabilitation. Consequently, for
the financing of such capital expenditure which should be
technically interpreted as rehabilitation a special clement
should be included in the cost of the output.

8.2.4. Ttis difficult to make a precise distinction between
rehabilitation and expansion as the former often involves an
element of expansion and modernisation. Still the two may
have to be kept apart as far as possible. Modernisation and
some amount of expansion are generally associated with reha--
bilitation because when old, worn-out and obsolete machinery
is replaced by new machinery, improved or modern techniques.
are simultaneously introduced. In some cases these may
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yield in¢reased output also. Such factors may have to be
taken into account in gssessing any shortfall in the deprecia-
tion provision for rehabilitation or replacement of assets.

8.2.5. So far as pure expansion of the industry is con-
cerned for which similar financial assistance is sought the Fede-
ration has not made any commitment as it does not know what
part of the additional capacity would be secured through ex-
pansion of existing units and what part through the setting
up of new establishments. In any circumstances the capital
cost of expansion, sinceit builds up new assets for the producer,
must be borne by him and the incidence of it cannot be trans-
ferred to the consumer,



CHAPTER IX

DOMESTIC DEMAND

9.1.1. Having considered the factors which affect supply
-and output in the industry, we now turn to the question of
assessment of demand for textile products
9.1. Conswaption for the future. Cotton yarn is required for
of yarn.. consumption internally by the mill sector
-and the decentralised sector comprising of handlooms and
powerlooms. The relative demand from these sectors for
yarn has varied over time. While the demand from handlooms
has increased in recent years owing to the impetus provided
by direct State encouragement, the offtake by mills for weaving
purposcs has been affected by overall ceiling on cloth output.
However, the total increase in yarn consumption within the
country has been more than 50 per cent between the years 1951
and 1961. Consumption in the decentralised sector increased
from 247 million 1bs. in- 1951 t0'576 million 1bs. in 1961 record-
ing thereby an increase of 133 per cent. The corresponding
offtake of yarn by mills during the same period rose from 987
millionlbs. in 1951 to 1244 million1bs. in 1961, thus showing.
-an increase of 26 per cent. This has altered the relative im-
portance in terms of yarn Gonsumption and consequent produc-
tion of cloth of the deccntralised sector and the mill sector.
The share of the decentralised sector in total yarn consump-
tion increased from 20 per cent in 1951 to 32 per cent in 19561.
"This may be taken as an indication of the success of the mea-
‘sures adopted by Government to sustain the-decentralised
'sector at a fairly high level in order to increase its employment
potential.

9.1.2. The internal availability of cotton yarn depends
on internal production, exports and imports. In recent
years exports of yarn have been fluctuating widely while
imports are negligible. To meet the internal demand for
yarn, production has been steadily on the increase and is esti-
mated to be of the order of 2040 million lbs. in 1962. Com-
posite mills contribute about four times as much as the output
-of purely spinning mills in the country. In 1962 the composite
mills are estimated to produce about 1630 mililion Ibs. and the
purely spinning mills 410 million 1bs.  But a greater part of
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the yarn produced in the composite mills is utilised by them:
in their weaving sections. Only a small part of their yarn.
is available to the decentralised sector, 1962 the mill seotor
is expected to consume 1330 million lbs. -eut of 1630 million
Ibs. produced by the composite mills leaving'a balance of 300
million 1bs. This together with the 410 millipn Ibs. of yarn

roduced in the spinning mills makes a tots™ of 710 million
?bs of yarn availablo for internal consw ‘tion and ex-
ports. Out of this, 620 million 1bs. are expegws. to be avail-
able for the decentralised sector and the balandyfor export.

9.2.1. In estimating the total availability of cloth for
internal consumption it is necessary to take not only the
output of cloth from the various segtors of"

9.2. Conmmption the industry but also imports minus exports.
of cloth. In 1961 the total cloth available for internal
consumption in the country was 7,096 million yards as com-
pared with 4,269 million yards in 1951. Although these
figures do mot represent the quantity of cloth actually oon-
sumed, they weuld however provide a rough indication of the
trend of consumption of cloth in the country over 2 decade.
This indicates an increase of 66 per cent during the period
1951-61 working out to an annual average of 4-7 per cent.
Imports during this period were, however, negligible. Ex-
ports of cloth have no doubt been significant though not as
much as might have been desired. They fluctuated between
602 million yards and 877 million yards. On the basis of the
current performance of the mill sector as well as the decentra-
lised sector it is estimated that the output of cloth in 1962
will be of the order of 8,100 million yards. Towards this
total the mills are likely to contribute 5,340 million yards
and the decentralised sector may have a share of 2,760 million
yards. In respect of exports of cloth from the country we
may proceed on the basis of the ten year average of 733 mil-
lion yards per annum. Accordingly, the available cloth for
internal consumption for 1962 is likely to be 7,367 million

yards,

9.2.2. While the total availability of cloth has been an
the inorease the per capita consumption has varied owing
to the influence of other factors, like growth of popwiation,
In 1951 the per capita availability of cloth was as low as 11.77
yards. By 1956 it rose to 15-58 yards recording an increase
of 32 per cent over 1951. During the subsequent years, namely,
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1957 and 1958 there was a smaller offtake of cloth owing to
the imposition of the gxcise duty.and the consequent restriction
of consumption. In#1959-60 cloth output was also affected
by the failure of the cotton crop. The cotton crop improved
in the subsequent year and output of cloth picked up once
again in 1960 reising the per capita availability of cloth
to 16.23 yards & 1961. Taking an overall view of the position
itis found tha' mgng the entire period 1951-61 the availability
of cloth per caembtodvent up by 38 per cent with an average
annual incregy - of about 3 per cent.

9.3.1, The Planning Commission estimated the domestic
demand in 1960-61 at 7,000 million yards though the actual
93, Consumption gavailability of cloth was slightly lower at
and export tragets ¢ 750 million yards. This shortfall does not

gmhl:nmg however, reflect the actul demand for cloth

-during that year, as evidenced by the high prices of cloth
prevailing in the market at that time. According to the Plan-
ning Commission the domestic 1equirements of cloth at the
-end of the Third Five Year Plan period will be 8,450 million
yards and the probable exports 850 million yards. Taking
the two together a target of 9,300 million yards has been fixed
for the Third Five Year Plan. The Planning Commission
has provided under domestic consumption for an increase
-of 20 per cent over 1960-61. This is on the basis of an annual
increase of 2 per cent in per capita consumption and aims at a
per capita availability of 17.5 yards by 1965-66.

9.3.2. To meet the demand the Planning Commission has
-allocated 5,800 million yards and 3,500 million yards as the
respective shares of the mills and the decentralised sector for
the Third Plan as against the production of about 5,000 million
yards by the mill sector and 2,350 million yards by the decen-
tralised sector in 1960-61. However, no precise targets are
fixed within the decentralised sector, though as stated carlier
the Teatile Commissioner has given us an estimate of 2,500
million yards as being within the effective capacity of the hand-
loom sector. The Planning Commission has also estimated
that the targeted output of cloth along with what is needed
for the hosiery sector, etc., would require 2,250 million lbs.

-of yarn.



CHAPTER X

EXPORTS

10.1.1. We shall now take up the question of export

of yarn and cloth. At the present juncture when our export

earningg, are falling, the question of stepping

10.1. Exports of up exports by grant of better incentives and

yaro and cloth.  even by compulsory measures has assumed
importance.

10.1.2. Export of yarn has not been a significant feature
of the indusiry in recent years. Increased offtake of yarn
within the country and restricted availability of raw cotton have
togcether reduced the prospect of exports of yarn on a substan-
tial scale. Till July 1958 there were quantitative restiictions
on exports of yarn; exports reached the peak of 31 million lbs.
in 1958 but aftcer 1959 there was a downward trend inspite of
the removal of restrictions on exports of yarn. This down-
wards trend is attributed to the high prices of yarn. With
regard to the direction of cxport trade it has remained steady
in respect of countries like Burma, Ceylon, British West Africa
and the UK. It hasincreased in the case of cettain countries
like Ethiopia and Afghanistan and decreased in the case of
others.

10.1.3. India’s perfomance in respect of her cloth exports
has been better. She became an exporting country for cotton
fabrics during the second world war. High hopes were held
regarding the maintenance of her exports and at the time of
the Buxton Conference India was allotted an export quota of
1,000 million yards. But, of late, the industry has been facing
competition in international markets from Japan, Hongkong,
China, the U.S.S.R. and some East European countries.
Consequently, our exports had an erratic trend till 1959 and
they declined in 1960 and 1961. While exports of cloth from
India to the UK., Canada, Afghanistan and the U.S.A. have
been increasing, there has been a significant decrease in exports
to traditional markets like Aden, Burma, Indonesia, Malaya
and British East Africa. Our competitors in these areas
are mainly Japan, Hongkong and China, while in Western
countries there is competition even from Spain and Portugal.
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10.1.4. The vulnerability of India in export markets is
due to the character of her exports. About 62 per cent of
the export of cloth from this country is in the grey stage. The
substantial quantity that the U.K. takes for further proces-
sing and sale s likely to meet in future the impact of that coun-
try’s proposed entry into the European mmon Market.
Recently there has been a shift in demand in some markets
from grey to printed and processed fabrics. Therefore, any
reliance ‘mainly on groey cloth to sustain the exports of the
country has serious limitations. It is disquieting'to find that
printed goods form only 4 por cent of Indian exports. India
has held a place in the export market because of the near mono-~
poly she has in growing short and medium staple cotton, and
nearly 95 per cent of her exports are in the coarse and me dium
categories. But even here the rise in prices of our cotton and
the lower costs of production of East Asian countrics are
seriously undermining our position in foreign markets.

10.1.5. The prospects of future exports are disquieting..
The Textile Commissioner has adduced certain reasons for the
fall in exports. Some of them are due to factors over which
the country has no control while therg are others which throw
a challenge to the industry. There has been severe competi-
tion in international markets. Apart from this, toxtile mills
are being set up in certain Asian and African countries which
were traditional buyers of Indian cotton fabrics. In view
of the general tendency for under-developed countries to at-
tempt their industrial transformation with the establishment
of the cotton textile industry there has not been any expangi-
on of international trade in cotton textiles. The factors mentio-
ned so far are beyond the control of any individual country
and much less its ipdustry. But there are other factors
threatening the loss of foreign markets such as high prices of
our fabrics owing to the us¢ of outmoded machinery. Another
handicap is the inability of producers to change their pattern
of output readily in conformity with the changing consumer
preferences abroad. These are a challenge to the industry
which should well be taken up. Finally, there seems to he 3
general demand all over the world for synthetic and mixed
fabrics. This is a trend that can be mei and not arrested.
It is a mattor for serious consideration how far the mapu-
facture of mixed fabrics could be encouraged in the country
particularly for purposes of export.
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10.2.1. Taking notc of the declining trend of cotton
textile exports Government asked the Textile Enquiry Com-
mittce Lo make inter alia a special study of
10.2. Export incen- the causcs of fall in exports and to suggest
tive scheme. appropriatc mcasures. On the recommen-
dation of this Committee an intergrated scheme to promote
exports was introduced. Under this, exporting mills are per-
mitted to import cotton, dyes, chemicals and textile machinery
in proportion to their export performance. The underlying
idea of the scheme is that the profits madc on such imports
will cnable the exporter 1o sell his goods at competitive prices
in international markets. It will also enable the import of
machinery to produce flawless cloth which is a pre-requisite
for success in competitive markets.

10.2.2. The Export Promotion Council is of opinion
that the export incentive scheme has been gencrally success-
ful.  But the Federation has stated that the grant of import
entitlements is slow and the scheme does not adequately cover
the special needs of the export potentialitics of specific markets.

10.2.3. The Export Promotion Council has suggested
that certain conditions ought to be created for reaching the
Third Five Ycar Plan export target of 850 million yards.
In the first placc additional capacity should be established,
an cxportable surplus created and the incentive schemc ope-
rating at present continued.  There should be a rebate on
excise duties on chemicals, dyes and furnace oil and on local
levics on  commodities used in production of export goods.
There should also be alrebate on import duties levied on
accessories for ready-made garments and knitted fabrics.
Further, it is also necessary to make raw materials and ac-
cessories easily available to the industry. Railways should
offer concessional rates for export goods and if possible Gov-
crnment  should give tax remission in respect of export ear-
nings. The Council has also suggested that exports of finished
fabrics should as far as possible take the place of grey goods
and that cotton textiles ought to be included as an cxportable
item under all international trade agreements. Finally
market rescarch for overseas trade should also be undertaken.

10.2.4. The Federation lays emphasis on fiscal measures
for enabling the industry to succeed in international competi-
tion. Such fiscal measures may take the form of adjustment
of income-tax and corporation tax in regard to export earnings.
7—16 T. C. Bom./66
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Itis also of opinion that rationalisation to improve competi-
tive cfficiency ought to be accorded top priority. It has em-
phasiscd that modernisation of the precessing capacity of
the industry is of paramount importance in view of the chan-
ging consumer preferences in international markets. Taking
an overall view it hus urgea the need for speedy modernisa-
tion of the textile indusiry for reducing its cost and improving
the quality of its fabrics.

10.2.5. The Federation apprehends a loss to the industry
in view of the smaller rcalisation in the foreign market, as it
considers that only 70 per cent of the price realised in the home
market can  be obtained through exports. It further con-
tends that since the benefits accruing from the export incentive
scheme do not fully cover this difference, it should be made
up by suitably raising the internal prices.

10.2.6. We feel thae the claim for adding an clement in
the fair prices may not be practicable as the quantum  of ex-
ports to be achieved, the prices 1n forecign markets or the
average loss for the industry s a whole cannot be accurately
foreseen. Besides, the very  process of adding an clement to
the internal price would tend to widen the present gap, neces-
sitating further adjustments from time to time. It would,
thercfore, be desirable that-any losses incurred on exports are
compensated by the incorporation of further incentives in
the export promotion scheme which seems feasible rather than
by transferring the burden, which is uncertain, to the internal
consumer. Alternatively, as it may be possible to notify prices
on our recommendations only some months after our Report
1s submitted, Government may consider at that time the
question of incorporating a special clement determined on the
t-asis of proved loss that the industry has suffered on exports.
Such an eclement could be reviewed from time to time on the
basis of changing conditions and data. It appears to us that
the industry would not be averse to this suggestion.



CHAPTER XI
DISTRIBUTION SYSTEM

I1.1.1. We are also required to inquire into the distri-

bution system of cloth and yarn in the country with reference

to all reievant factors including the pattern

11.1. Seliiag Sy- of sales adopted by different units and devise

Stem, arcasonable  basis for determining retail

prices of cloth and yarn. For this purpose we make a survey
of the prevalent system of distribution.

11.1.2. Distribution system of yarn-—In the yarn trade
there arc wholesalers and retailers. Individual weavers buy
their requirements generally from retailers. On the other hand,
master-weavers and co-operative societies purchase their yarn
either from wholesalers or directly from mills. Even when
yarn is supplied through co-operative socicties, weavers are
free to buy additional requirements from the open market.
The margin on cloth originally allowed to the trade was 14
per cent of ex-mill prices during the early control period but
was later reduced to 12} per cent. No such margin has been
prescribed for the sale of yarn. By an arrangement with the
Southern India Millowners’  Association apex handloom wea-
vers cooperative societies in Madras get yarn at ex-mill prices
and they are allowed to charge a margin of 1 per cent on sales
to weavers in the co-operative fold or outside. In regard to
other areas, some mills supply directly to appex co-operatives
on a small margin including freight but when sales take place
through their regional agents there is no restriction on margins
charged. State Governments and powerloom weavers’ as-
sociations have complained that consumers of yarn do not
get it at fair rates or in proper qualities. On the other hand,
the co-operatives by and large seem to be satisfied with the
distribution arrangements. Yarn dealers have asked for mar-
gins to be prescribed for wholesalers and retailers. In the in-
terest of yarn consumers it appears to be necessay not only to
fix margins for retail prices but also to ensure that mills and
their agents exercise proper control over their distributors.
Yarn consumers have complained that they are not able to
get yam from mills of their choice and sometimes have to take
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counts not specifically asked for. It has been explained on
behalf of the industry that no individual producer whose yarn
is in great demand can afford to give his output exclusively to
some parties; mills have generally to produce yarn suitable
to the cotton they are allotted and cannot always distribute
yarn according to consumers’ choice. The Textile Commis-
sioner is, however, of opinion that the present sclling system
in respect of yarn ensures an cven supply of various counts
and has been operating successfully.

11.1.3. Distribution system of coth.—In the cloth trade
traditionally a variety of persons intervene between mills and
consumers. They arc not only large in number but very
often ill-defined in respect of their functions, with the result
that they are not easily amenable to any rational classification.
Their functions often overlap.  Obviously, the system has
grown without strictly -conforming itseif to any set principles.
Still its performance appears to be smooth. Tt has been urged
that any interference in the existing distribution system may
not be in the interest of the industry. However, we con-
sider that the really superfluous elements in the structure can
be profitably weeded out or left to get their share within
regulated margins of the main functionaries.

11.1.4. In the hicrurchy there are wholesalers and semi-
wholesalers. Cloth is sold in bales or Jots by mills to wholesa-
lers generally and/or semi-wholesalers and from them it pas-
ses on to retailers. Wholesalers have to make substantial
investments, enter into forward contracts with mills, pay cash
on delivery, keep goods in their godowns and pass them on to
semi-wholesalers and/or retailers, allowing them credit. They
also have to pay initially the excise duty and freight on cloth
consignments. We are told that Bombay and Ahmedabad
mills have also wholesalers operating in up-country centres
since these mills account for the bulk of the output of the indus-
try and their products have therefore to be distributed all
over the country. With a minimum capital of Rs. 3 lakhs
a wholesaler may expect a turnover of five to six times his
investment. FExpenscs of wholesalers arc stated to be about
2 to 24 per cent of the turnover. This covers godown and
shop expenscs, handling charges and intercst on borrowings,
etc. Allowing additionally an clement for return, in all
3 1o 34 per cent on their turnover will be an adequate margin
for wholesalers.
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11.1.5. Semi-wholesalers are stationed at either manu-
facturing centres or up-country places. They buy their re-
quirements either from wholesalers or from mills. Unlike
wholesalers who sell only in bales, the semi-wholesalers sell
in pieces to retailers. They perform various functions such
as providing credit, carrying stocks and running risks. Their
annual turnover is stated to be between Rs. 3 lakhs and  Rs.
5 lakhs and their expenses are estimated at about 3 per cent
of turnover, Inclusive of an element of return their margin
may be placed at about 4 per cent.

11.1.6. Retailers acquire goods from either wholesalers
or semi-wholesalers. The main risk of having unsold goods,
is carried by them and they also bear the recurring expenses of
running their shops and pay freight charges. Another func-
tion performed by them-is to convey information regarding
consumer preferences., A substantial part of the margin has
to go to them for these services though their investment and
turnover may not be large.

11.1.7. Other functionaries in the field are sole selling
agents, commission agents and brokers. The responsibility
of sole selling agents is to ensure fulfilment of sale contracts
and to see that the mills’ production is sold at a good price
The mills usually give them discounts ranging from } to 1}
per cent on sales. Wholesalers are also appointed by the sole
selling agents. The industry has pleaded for the continuance
of the system as otherwise an elaborate departmental organisa-
tion may have to be kept. It is doubtful whether such an
agency which is not a general feature should necessarily exist
in the hierarchy. Commission agents mainly act as inter-
mediaries, buy at production and important distribution
centres on behalf of up-country clients, provide credit and
charge about  per cent for their services. In view of their
position in the distribution channel, their remuneration should
come out of the share of the other principal intermediaries
whom they serve. Occasionally there are dalals or guarantee
brokers or indentors. They are supposed to guarantee pay-
ment by wholesalers. Some mills have also direct dealings
with retailers by apppointing them as their authorised retailers.
Finally, there are also area stockists who distribute goods to
semi-wholesalers. The remuneration of some of these agen-
cies could well come out of the share of one or the other of
the main functionaries whom they brings together and serve,
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11.2. A small percentage of sales is also made directly

by a few mills through their mill shops where goods are sold
at retail prices. One leading mill has told

Direct Sales.  us that such depots cost them. 7 to 10 per cent
on the turnover. While dealers’s associa-

tions are opposed to mills entering into retail trade, the exis-
tence of such mill shops is, in our view, a fuacility to buyer
and provides a moral check on profiteering by distr.butors,

11.3.1. The Textile Commissioner has pointed out that

the margins charged by the trade are not uniform. They
are higher on popular varietics and lower on

11.3. Margin of slow moving goods. Still the average mar-
Profit. gins follow a pattern. During the peried
of the last statutory control the margin was

20 per cent. Later it was lowered to 14 per cent. This pro-
vided reasonable returns to the trade. Undeir the present
scheme of voluntary regulation the margin was initisiiy fixed
at 15 per cent, and has now been raised to 18 per cent. This
margin is calculated on ex-mill prices excluding excise duties.

11.3.2. On the question of margins there is a chorus of
complaints. The trade as a group demands a higher margin
ranging upto 30 per cent or even 40 per cent. Retailers’
associations have represented that as the last link in the chain
they get only what is left after wholesalers, semi-wholesalers,
etc. have appropriated their margins, that their risks are more
onerous and that 8 per cent 'margin will barely cover their
expenses. Distributors = suggest that while calculating the
margin of profit, excise duty should be added to ex-mill prices
because capital is locked up in the shape of excise duty till
cloth is sold. This becomes particularly significant in  res-
pect of fine and superfine cloth. It is not possible in principle
to accept a tax levy as a cost incidence. A variable levy will
not have an incidence which is uniform. Its impact will also
differ according to the turnover of individual dealers.



CHAFTER XII
CONTROLS

12.1. In Chapter I the circumstances leading to the pre-.
sent reference and the nature of voluntary control that has
been introduced by the Federation are briefly indicated.
At the time of the previous inquiry by the Tarifi Board in
1948 there were controls not only over the prices of cotton
textiles (cloth and yarn) but also over their production and
distribution. There was also then a system of rationing for
consumers,

12.2. In July 1953 when controls over prices and distri--
bution of cotton textiles were removed certain statutory con
trols still continued. There was no change in the control
over raw cotton, The powers regarding conirol of production
and issue of directives to the mill industry cxercised by the
Textile Commissioner also  continued under the Cotton
Textiles (Control} Order, 1948.

12.3. There is no statutory control over prices of cotton
textiles now. At present a voluntary scheme of price control
introduced by the Federation in consultation with the Textile
Commissioner is in operation, As stated in paragraph 1.1.2.
the prices prevalent in August 1959 have been adopted” as norms
for the purposc of this scheme and certain percenatge increases
allowed thereon to take account of the increased costs due
to raw materials, stores, Wage Board Award, etc. Initially
mills were called upon by the Federation not to charge more
than 25 per cent on coarse cloth, 22 per cent on lower medium,
18 per cent on higher medium 114 per cent on fine and 9 per
cent on superfine over the prices that prevailed in August
1959. Wherever the prices were lower than the stipulated
limit, mills were to continue to charge the existing rates. A
schedule of prices was fixed for yarn of counts upto and inclu-
ding 40s mainly spun from Indian cotton. The prices thus
fixed were required to be stamped on every piece of cloth.
Retail prices were to be arrived at by adding 15 per cent to ex-
mill prices. In January 1961 the Federation effected a further
reduction in prices which was steeper in the case of popular
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varieties constituting about 25 per cent of the total output
The revised scheme of prices showing percentage increase ove:
the level of August 1959 is as follows —

Category of cloth Popular Others
varieties

% Y

1. Coarse . . . . . . 17 20
2. Lower medium . . . . . i4 17
3. Higher medium . . . . . 10 13
4, Fine. . . . . . . 61 8%
5. Superfine . i . 4 2 . 4 6

The margin for retail sale was simultancously raised from
15 to 18 per cent.  Revised yarn prices were also announced
as under : —

Net  ex-mifl  price
for single hank yarn
Count group of a bundle of 10 lbs.
of Indian cotton yarn

Rs.

6s. (manufactured from cotton waste) 13-03
6s. (manufacture from cotton mixing

containing not more than 25 per

cent cotton waste) . . . 15-12
10s. . . . . . . . 17-04
12s. . . . . . . . 17-76
14s. . . . . . . . 18-72
16s. . . . . . . . 20-30
18s . . . . . . . 20-54
20s, . . . . . . . 20+75

21s. . . . . . . . 21-02
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Count group

Net ex-mill  prices
for single hauk yarn
of a bundle of 10 1bs.
of Indian cotton yarn

Rs.
21-31

24-47
23-70
24-28
24-80
2558
27-25
28-25

12.4. In July 1962 the Federation announced the following

ceiling prices for yarn counts over 40s as well which had till
then not been regulated and these came into operation  from
Ist August 1962. It is specified that in respect of existing
contracts the price to be charged for deliveries from 1st August
1962 will be the contract price or the new price whichever is

lower.

Count group

Net ex-mill prices for
hank yarn of counts
above 40s. (per bundle
of 10 1bs.)

60s. Indian carded
Indian combed
American carded

American combed .
African carded
African combed

80s. Egyptian/Sudanese carded
Egyptian/Sudancse combed

100s. Carded .
Combed

Rs.

47-00
52-00
50-50

55-50
52-50
57-50

72-85
78-75

87-75
93-75
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The method of calculating the prices for the intermediate
counts and mixed yarn, as also the differentials to be added
for cone yarn and double yarn were also announced. The
prices arc stated to have been notified in consuliation with the
Textile Commissioner und allowed as un ad foc arrangement
pending our rccommendations.  We have received complaints
against these prices that they are in many cases higher than
the market prices prevailing in July 1962.

12.5. The introduction of new qualities by mills ;s subject
to the approval of the Textile Commissioner. Regionai Com-
mittees have also been appointed to supecvise the eperation
of the scheme. An important difference beiween the scheme
of prices under the staiwtory conirol and under the voluntaty
control is that whereas prices under the former were based
on constructional particulars  without taking quality differen-
tials into accounts, prices under the latter scheme ore linked
to macket prices prevailing during the basic period. The
advantage claimed for this s that mins which have a resuiation
for quality and whose products command & piremium in the
market are able to realise higher prices, even though their
cloth may be of identical construction with that of mills
which have no such market preferences.

12.6. We give a brief indication of the reaction of the
different interests concerned with the textle industry on the
success or otherwisc of the present system of veluatary con-
trols. In its evidence before us even the Federation which ini-
tiated the scheme. stated  that it did not expect or cluim com-
plete success forit. Inits view cven st uu'osy CONLTOLs Were
never a full success. This arises from the fact that although
ex-mill and retail prices are stamped by mills neither the Fe-
deration nor ithe producing units generally hove taken any
responsibility for looking into the proper working of the chain
of distribution so us to cnsure that the consumer was not mule-
ted. According to the Federation the best solution to meet the
situation is to step up production and reduce costs. Towards
these obcctives it has suggested that there ought to be an
expansion of the productive equipment, an assurance of sup-
ply of raw materials particularly cotton and assistance to the
industty to rehabilitate, modernise and rationalise and to
make fair stabilised profits. With adequacy of supply there
would be competition and smooth distribution. The Federa-
tion, the commercial bodies and the labour representatives.
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have stated that there is now no evidence of scarcity necessi-
tating controls and that controls arc not easy to implement
and to be really effective should cover the entire range from
ex-mill to the consumer cnd.

12.7. The Federation has stated that in a market where 33
per cent of the supply flows from the decentralised sector(hand-
looms and powerlooms) which is free from all controls, strict
implementation of restrictions on the balance of the supply
is not feasible.  Further, if the grey cloth which is processed
outside the mills—it is cstimated at about 17 per cent of the
output-~is also taken into account, the proportion of the
market suppiy cxempt from control will be as high as 50 per
cent. The processors, some  of whom have modern equip-
ment and run 2 highly profitable business, do not re-stamp
the prices before the processed cloth is sold.  Thus, a compre-
hensive scheme of controls becomes impossible. If in spite
of thesc limitations a price fromula is to be laid down,
the Federation suggests that there should be an upper
limit and a lower limit to the permissible deviation of
prices from the fair price line. Within this margin the prices
may be allowed te fluctuate  without any interference.

12.8. There is no unanimity of opinion regarding the
voluntary scheme in operation.  The distributors of cloth and
the dealers’ associations have condemend it as a failure.  They
are of opinion that it has not helped in bringing down the
prices to bencefit consumers.  According to them prices would
have come down at least by 10 per cent if there was no stam-
ping. It is stated that the entirc scheme is in the intercsts of
the mills as it is not based on any cost examination. It has
induced larger production of profitable varietics, causing there-
by a shortage of popular varieties in the markct.  High prices
arc dcliberately stamped and when found unsaleable the goods
are sold at a discount. Certain specific complaints are also
made by the dealers such as the charging of premium on popular
varieties and the insistence on clubbing the supply of cloth
which is difficult to sell along with popular varietics. On
the whole the scheme is stated to have eliminated healthy com-
petition among the mills. The mill industry has repudiated
this charge and has stated that preference for and the availabis
lity of popular brands or varieties are such that all trade re-
quests cannot be fully met.
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12.9. Though the scheme provides for approval of prices
and varieties of cloth by the Textile Commissioner, in spite
of the directives issued by him not to introduce more than
one variety per 200 looms, there has been undoubtedly a
spate of mew  varieties introduced for sidetracking
voluntary price control. By a mere nominal change of reed
and pick, substantial increases in price of cloth have been
obtained which are at present not strictly relatable to’ weaving
costs of the structure or the quality of the cotton or yarn
used.

12.10. A complaint recently made was that the mills
have opposed a suggestion for broadening the composition
of cloth panels to represent other concerned interests.
Estimates Committee of Parliament also observed in criti-
cism of this voluntary scheme that “‘the controlled themsclves
were the controllers.”

12.11. As required by Government we arc indicating in
this Report the basis for fixation of fair ex-mill prices as well
as retail prices taking note of the fair margin for the chain
of distributors. We would, however, like 1o observe that if
ex-mill prices are controlled and retail prices are stamped,
there should be a guaraate: that the consumers at large are
able to get their requirements ai ths stamped vetail prices.
This is the ultimate test of the success of controls. We have
discussed in the previous chapter the distribution system.
Mills do not excrcise any supervision over the links in the
distribution chain. As they have direct relationship, they
can exercise effective control on their wholesalers who in
turn can cxercise similar check over semi-wholesalers or
retailers. The Federation has cxpressed its unwillingness
to shoulder any responsibility in this behalf though agreeing
with it in principle. We emphasise that if statutory controls
exist they should be properly enforced. Unless local au-
thorities take effective steps against partics found guilty of
malpractices. mills and distributors exercise proper checks
over the different tiers of the distribution system and con-
sumers arc vigilant about their rights, no system of price
control, voluntary or statutory, would have the desirell success.



CHAPTER XIII
OUR APPROACH TO THE PROBLEM

13.1. Our terms of reference require us infer alia to
determine fair ex-mill prices of cloth and yarn and devise a
reasonable basis for the determination of their fair retail prices.
The question whether there should be statutory control over
the prices of cotton textile and yarn or whether the prices
should be allowed to be regulated as now on a voluntary basis
by the industry has not been specifically referred to us. We
refrain, therefore, from taking any recommendations on
this aspect of control. At the same time we cannot help
remarking that control, to be successful, must be compre-
hensive and thorough. It should embrace the entire range
from producers of cloth and yarn to the utlimate consumers.
Any system of control which fixes fair prices only for the
organised sector of the industry canno! really protect the
consumer against exploitation by dealers and middle-men
and also from high prices of substitute products from the
decentralised sector.

13.2. A reference to the importance of the cotton textile
industry in our economy and the place of our industry in the
international field has already been made. Although our
position is third amongst world’s producers of cotton, textiles,
our exports have been going down since 1959 and countries
like Japan, France, West Gerany, Holland, Portugal, Egypt
and China have in :the meantime improved their position.
As stated earlier, the spokesmen of the industry have attri-
buted the decline to the higher cost of production on account
of the rise in prices of our raw cotton, incrcased labour cost
and higher expenditure on fuel and stores. We are, however,
not fully statisfied with the explanation, as it appears to us
that many of the mills are not earnest in securing economies
by reducing wastages of cotton, mill stores, etc., and that it
should be possible, even with the existing machinery, to achieve
reduction in costs by improving efficiency and raising output,
The representatives of the industry admitted before us that
there ar2 a number of units which are not capable of being
rehabilitated in the ordinary way. We have also referred in
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paragraph 3.5.2. to the number of units that must be consi-
dered as uneconomic according to accepted principles. In
addition, there are units which are in urgent need of 1eha-
bilitation. The continuance of these units cannot but be a
drag on our economy and the sooner they are enabled 1o
attain economic working, the better.  Further, the existence
of an expandinz internal market, the relative case with which
goods are sold ai stamped prices cegalated by the hwdustry
itself and the high profits earned by the baik of the industry
since 1939 have, 10 appeais 0 us, geiecaicd a sense of com-
placeacy amongst the majority of producers and turned iheir
minds away from applying sound tcachniques of production
and management control.

13.3. The determination of fair prices for the industry
has various faccts, each claiming -its share of imporiance.
Where control is imposed in conditions of scarcity, the
price must also be suchas will - encourage growth of output,
since it is only from greater production that the disequili-
prium of demand and supply will ultimately be removed.
The price fixed must, therefore, be fair to the producer so
as to cover his costs, including up-kcep of his production
apparatus in full trim and afford adequate return on his
investment.  Private enferprise and investment being dependent
on profit motive, an industiy whish lies entirely in the private
sector should find the return clement in the price no: only
comparable with that of other industrics but also attractive
enough for sustained growih of oulpur and capita! recources.

13.4. Prices of raw cotton, which account for about 50 per
cent of the valuc of the finished product, should be suffi-
ciently attractive to the grower in order to raise his output
and improve quality. Therefore, adequate provision should
also be made for fluctuations in raw cotton prices in future
in any schemc of price fixation for the industry. Further,
the costs of conversion are by no means stable over time and
since mills differ in their equipment and relative efficiencies,
it becomes cxtremely difficult to determine an acceptable
rate of manufacturing costs for all. The costs of labour,
power and fuel and transport vary even during short intervals.
With so many imponderables it is impossible to establish
an invariable set of prices for the products of the industry
for a long period. Prices can also by no means be absolutely
fair for all interested parties. While uniform prices forvarious
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mills producing particular types of cloth or yarn are to be
fixed under a workable formula, it may not be possible for
any recommending authority to mete out absolute justice.

13.5. As vegards yarn, prices of particular count groups
will have o 5 detzrmined on the basis of faic average of the
contn of productinn aopng the uaits 1 the sample with due
regid to 14t caton mix in cach producing establishment.
As mixes vacy frory mill to mili and also from time to time
in a milt. they may not be casily amenable to standardisation.
But the range of variation of the mixes should be within
certain technical limits and on the basis of this, the average
cost of the raw material can be determined.  We have attempt-
ed a wider coverage for yarn than what was done by the Tariff
Board in 1948.

13.6. For the defcrmination of cloth prices it is not
possible to take all the innumecabic varietics that are being
manufactured at present and recommend a fair price for each.
We have, therefore, 1o relate the price of a fabric to the nature
of its construction or specification. A formula conceived
on this basis would be apolicable to all varieties of cloth.
With changes in construction, cost ingredients would vary
and so also prices. No - other method of price fixation is
feasible as the varieties in existence are innumerable and
freely lend themselves to change. In this context it will be
germanc  to discuss & suggestion put forward by the Federa-
tion that the fair prices fixed for the products should admit
of some degree of flexibility, so that there may be room for
incorporating an clement for quality differcntials and market
reputation of the producers, apart from strict requirements
of the formula based on the construccdon of the fabric. It
was urged that for pruposes of flexibility fair prices should
carry both a ceiling and floor. Thercby producers would be
able to get differential prices depending on such impon-
derables as quality differences and market reputation. In a
situation of short supply ceiling prices tend to become fair
prices and floor prices cease to have validity. We are of
opinion that the desired flexibility of return can exist even with-
in single fair price. For an efficient producer whois entitled
to the advantage of quality differentials and market reputa-
tion, there is a twofold margin available for acquiring larger re-
turn on his turnover. Firstly thereis a margin between his
cost of production and the fair price. This margin is flexible
and it is within his competence to make it wider according to
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his efficiency of production. Secondly, his products having a
a high reputation would have quicker sales owing to the
quality differentials resulting in a larger turnover. These two
ought to offer the necessary flexibility desired by the industryo.

13.7. These considerations must count along with other
features of the mill industry. such as the existence of a
majority of old units with old and worn-out machinery stand-
ing in need of proper rehabilitation.  Rehabilitation and
modernisation, which are tied up have to go on continu-
ously and the price structure and return must be sufficiently
stable 10 enable basic needs to be covered. The fact that
the mill sector has so far worked up to Plan targets must not
be forgotten when making any appraisal of additional (argets
it can be trusted to fulfil. The assessment of under-utilisation
of capacity in the mill sector shows that only additional
facilities for balancing equipment and expansion, larger
share of raw material allocation and flexibility in production
can help to improve its economies. By achieving these
economies, the mill sector being the price leader, can
influence and stabilise at proper levels prices in the decentra-
lised scctor, which are not under control.

13.8. Finally, the organised sector of the industry has
to carry the brunt of export targets so essential now for main-
taining the country’s economy. On best performance in
the past, about 15 per cent of output has been exported.
With new restrictive forces operating in world markets the
need arises for lowering prices and even reducing profit margins.
The requirements of our economy demand that the burden
should be fairly shared by the producer, the exporter and
the internal consumer. It is only by keeping these points
in view that a basis for price fixation can be evolved which
will comply with the requirements of our terms of reference.

13.9. As stated earlier the distributive process involves
all the participants from the mill to the wholesaler and the
retailer. The functions of the distributive machinery are
the holding of stocks, the supply of credit facilities, the spread
of information, and the transportation of yarn and textiles
from the point of production to the point of consumption.
Price controls may tend to alter the relative importance and
responsibilities of the functionaries concerned. Such a situa-
tion is apt to be exploited by the trade to the detriment of
the consumer. Hence, side by side, there should be effective
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external checks on sharing the fair margin by the links in the
distribution chain. The necessary sanction for this could
be built into business agreements. The introduction of
competitive agencics like mill shops and fair price shops
would prove even more effective.

13.10. Tt should not also be forgotten that a simple
comparison with the margins obtaining in highly developed
countries with free economies is likely to give misleading
results since the conditions under which traders function in a
controlled economy are different. We have given in Chapter
XI the data regarding costs of distribution by wholesalers,
semi-wholesalers and retailers, and estimated fair margins for
them. As a rigid fixation of individual shares is not
possible or practicable, we have attempted to determine the
maximum spread between the ex-mill price and the retail
price, leaving the share of each link in the chain of distribution
to be settled by negotiation or wholesome trade practice.

13.11. Within the terms of our reference, we have also
taken note of Government’s great concern to hold the price
line in respect of essential commoditics like textiles. However,
we have to allow for the ris¢ in prices induced by cost factors
which are beyond the control of the producer. At the same
time in respect of conditions which are within the control of
the producer such as his efficiency, productivity, appropri-
ation of profits, etc., we havz to apply suitable norms in deter-
mining fair prices.

8—16 T.C. Bom/65



CHAPTER XIV
COST OF PRODUCTION

14.1. 'The sample selected for cost examination and its
representative character have been discussed in paragraph 1.3.
Costs werz examined for 43 units out of which [2 were spin-
ning units and the rest composite units. They were costed for
the latest period (1960-61) for which audited accounts were
generally available. The names of the units and the periods
for which tie costs were examined are given in Appendix VI.
Out of the above units, the data relating to the two units
belonging to Bombay Dyeing and Manufacturing Co. Ltd.,
Bombay and Sri Meenakshi Mills Ltd., Madurai, were not
considered for purposes of determining the cost of yarn and
grey fabric as it was felt that the equipments and the processes
employed in these units which are highly automatised, would
not be representative of the conditions. prevailing in the indu-
stry at large. We have for similar reasons excluded costs of
super high draft spinning and automatic loom output, as at
present they account for only a fraction of the industry’s pro-
duction. In regard to processing and finishing costs, however,
we have taken note of Bombay Dyeing’s costs as they were
comparable to those of other units.

14.2.1. Our Cost Accounts Officers have ascertained
the unit costs for each of the processes involved in spinning,
weaving or subsequent processing, as far as it was possible
to do so from the data ‘made available. These unit costs
were applied to determine the costs of several varieties of
yarn and fabrics at ecach factory.

14.2.2. Depreciation has been calculated at normal
income-tax rates on written-down values of assets, with
an allowance for double shift wherever applicable. Thc
depreciation so calculated has been apportioned among
the different processes, as far as it was possible to do so with
the data availables The costs worked out for the different
units were discussed with the representatives of the units
concerned and modified, wherever necessary. At a separate
meeting with the representatives of the Federation, the general
principles adopted for determining costs were discussed.
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The points raised by them, where found justified have been
taken into account in the final dermination of costs. On
the basis of the data collected by our Cost Accounts Officers,
we have attempted to build up ex-factory costs of yarn
and fabrics for the industry as a whole. The methods
adopted are biiefly discussed in the following paragraphs.

14.3.1. Inits relation to cost of production of yarn,
cotton has two aspects, namely, (I) price per lb. and (2)
net input of cotton-mix required per Ib. of yarn.
14.3. Raw mate- Generally the break-up of the costs of various

rial—rotton. kinds of cotton used in mixes between the
invoice prices and the other clements such as freight, etc.,
were not made available by the units. Only cost of cotton
as dclivered to the mills was furnished and could be checked.
In some cases, the detailed composition of mixes was also
not furnished tut aggregate quantities were shown.  The
question of net input of cotion is directly linked with waste
arisings and the credit for such waste. The waste factor
depends on the quality of the cotton used in the mixes as
well as the machinery and operating cfficiency of the fac-
tories. For both these faclors, it is necessary to classify
mixes used by different units according to the ranges of counts
that were spun.

14.3.2.1. The varieties of cotton used for manufacture
of yarn are fairly large in numbsr. The use of such terms
as ‘Indian Mixes’ and ‘Foreign Mixes’ appears to be mis-
leading for quite often the mixes used contained a proporiion
of both indigenous and foreign cotton. There are varieties
of foreign cottons whose prices and waste arisings are
comparable with those of Indian cottons. For example,
in one unit, the delivered cost of Uganda’ cotton ranged
between nP. 139.7 and nP. 148.4 per Ib. which was compar-
able with the prices of certain varietics of Indian cotton,
like ‘Cambodia’. Only when the cost per 1b. of the mixes
exceeded nP. 200 per Ib. could it be stated that the mix
contained predominantly foreign cotton.

14.3.2.2. It was observed that no two factories used the
same types of cotton in their mixes for spinning yarn in the
same count-range. In the costed units, about 200 types of
mixes were found. While some of the mixes were used for
spniningonly one count of yarn, there were others from which
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yarns covering a wide range of counts were spun. The count
ranges spun by different units from different mixes also over-
lapped. For example, some companies used mixes whichco-
vered the count range from 26s to 32s while others used mixes
covering 28s to 38s. The experts consultcd by us, while
furnishing information regarding cottons generally used for
spinning different counts or count groups (see Appendix XVI),
exptessed their inability to lay down standard mixes for
different ranges of counts. The Federation also put forward
this view. Though technological performances for types of
cotton ate known and published by the I1.C.C.C., there are
admittedly climatic, zonal and agronomic factors which also
affect the potential for spinning cottons of any trade dcs-
cription. Availability of varieties, past usage of mills and
nature of their equipment and the product mix also set
certain limits,

14.3.3.1. From any mix for a particular count range,
yarn of a lower Count can always be spun ; but normally a
unit will resort to such a practice only when it is desired
to obtain yarn of a special quality or when cotton suitable
for the lower count is not available. On the other hand,
to spin a count of yarn higher than the range for which a
mix is suitable, would involve undue loss of efficiency resulting
in higher costs and even deterioration in quality, Most
of the mixes are multi-mixes. We have, therefore, attempted
to determine the range of counts that can be spun from a
mix according to the actual performance of the costed units.
In doing so we have assumed that the higher limits of the
range of counts spun by the different units from the respective
mixes represent their maximum spinnability. After tabula-
ting the mixes according to the maximum spinnability deter-
mined as above and taking into account the average costs
of the respective mix, the mixes used by the costed units could
be broadly classified as under:—

Count Range
A. Carded
(i) Upto . . . . 14s
(ii) Upto . . . . 26s

(iii) Upto . . . . 42s
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Count Range

(iv) (a) Upto . . . 60s
(b) Upto . . . 60s (predominantly foreign)
(v) Above . . . . 60s (predominantly foreign)
B. Combed
(vi) Upto . . . . 60s
(vii) Above . . . . 60s (predominantly foreign)

‘The costs of the individual mixes falling under each of the
carded groups, (i), (ii) and (iii) were comparable. We are also
informed by official experts that for groups (ii) and (iii) the
range is too wide and different proportions of Indian cotton
will figure in the higher and lower ranges of these groups.
In the costed period of six months and on the data available
no specific demarcation was found possible. But we have
taken note of this point when estimating costs for the future.
The costs of mixes used for carded yarn upto 60s were sharp-
ly divided into two groups—depending on predominant usage
of foreign cottons—for one the costs were above nP. 200 per
Ib. while for the other they werc much lower. Hence, we
have divided this group [A (iv)] into two sub-groups as shown
above. Although we have designated sub-group (iv) (b) as
‘predominantly foreign’, mixes with foreign cotton costing
(less than nP. 200 per Ib. have been taken under sub-group
(iv)(@). In the combed varieties, the costs of mixes used
for yarn upto 42s and those for yarn upto 60s were not
materially different and hence all of them have been put
under one group, namely, ‘“‘upto 60s”

14.3.3.2. Some of the mills might have actually spun yarn
of a lower count from mixes grouped under a higher category,
say, counts below 26s from mixes grouped under “27s to
42s”. For the purpose of finding the normal costs of yarn
for the industry as a whole we have, with due regard to
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the usage shown by the sample, assumed that the average
of mixes classified above would be utilised to spin the follow-
ing ranges of counts:—

Mix Group Range of counts

A. Carded—Group 0] 8sto 14s

(i) I5s to 26s

(iii) 27s to 42s

(iv) (a) & 43s to 60s

(iv) (b)

) 61s and above

B. Combed—Group (vi) 28s to 60s
(vii) 61s and above

Where in acutal practice a factory uses a superior cotton
mix for any count of yarn to those shown above in order
to impart a particular quality to the yarn, suitable adjust-
ments may have to be made where necessary. The weighted
average delivered costs of the purchased cotton used in the
above mixes were as under :—

Weighted
average
nP. per lb.
A. Carded—Group (i) 105
(i) 123
(iii) 137
(iv)@@) 161
(iv)(b) 218
™ 230
B. Combed—Group (vi) 157

(vii) 251
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Simple averages of the costs were also found to be not materi-
ally different. The costs shown above for purchased cotton
included in a few cases purchased waste also. The actual
mix, however, included a proportion of the milis’ own waste
either from the same mix or from mix of a higher group.
For reasons mentioned earlier, though we have given the
prices for the spinning range as abroadly noticed, we consider
that groups (ii) and (iii) also should be sub-divided when
adopting a price for the cotton mix whilc determining base
prices and affording escalation thereon.

14.3.3.3. Since most of the costed units did not furnish
the break-up of the costs of purchased cotton between aciual

cotton price, freight and other incidental charges, it has not
been possible to ascertain the exact rates at which different
varieties of cotton had been purchased. In some cases, the
exact proportions of different kinds of cotton used in the
mixes were also not available and they were admittedly vary-
ing from time to time according to prices and availability of
cottons. But comparing the overall cost per 1b. as given
above with the ceiling prices of those varieties of cotton which
usually go into such mixes it appeared that cotton had been
purchased generally during the costed period at about the
ceiling prices. We have referred to the trend of cotton prices
in paragraph 4.7 but the costed period which was selected
as the latest for which financial accounts were available
was not truly representative for cotton purchase prices or
buying practice, being influenced by the shortage of 1959-60
cotton crop. For the period 1956-57 to 1960-61, excluding
1959-60, the average prices of standard varieties like Jarilla,
Jayadhar and Laxmi were about 8 per cent below the ceiling,

14.3.4.1. The net cost of input in terms of the price of
purchased cotton in the mix, after allowing for waste arisings
and credits therefor, should determine the cost of cotton
in yarn upto spindle point. This will be the proper ac-
counting method though we found some misapprehension of
this on the part of the Federation which felt that the results
would be different. According to it a mill’s own waste is
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re-cycled and as such it should not be taken into account at
all. The correctness of our method is illustrated below :—

Commission’s Fedcr.mon s

method ‘method
Qty. Value Qty. Value
Lbs. Rz, Lbs. Rs,
t. Input
(a) (say) African Cotiton
@nP, 222 per lb. . . 95 210-90 95 210-90
*b) Own waste @nP 222
per lb, . . 5 11-10
(c) Totaf input . . . 100 222-00 95 210-90
2. Crudit for waste
(1) Visible waste
*(i) Usabic waste @nP. 222
per Ib. . : 4 5 11410
(i) Saleable waste @ say
nP. 22 per th. . : 9 1:98 9 i-93
(b) Invisible waste ) . 25 .. 25
(¢) Total credit ] ; 16-5  13.08 1t-5 | -“.”8
3. Net cost of cotton . s 208 92 20892
4, Net output of yarn . . 83:5 835
5. Net cost of cotton mix per b, of
input
(a) 208-92-100 . . . 2-0892
(b) 208-92= 95 , . 21992
6. Input of mix required per Ib. of
yarn
(a) 100835 . . . 11976
(b) 95+83:5 . 1-1377
7. Cotton cost per Ib. of yarn
(a) 1-1976 x2-0892 . . 2-5020
(b) 1°1377x2°1992 . . 2-5020

NoTe.—*Own waste has been valued here at the cotton rate as according
to ithe Federation there is no difference between the own waste
from the same mix used and the virgin cotton. However,
any vilue reasonablc in the circumstances can be used so long
as the debits and credits are at the same rate.
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It is true when a mill uses its ‘own waste’ from the same mix,
the ultimate costs of cotton per Ib. of yarn, ignoring used
waste, works out to be the same figure, and it may seem that
it is immaterial which method is used for developing costs,
But the Federation’s method is quite unsuitable for develop-
ment of unit costs in the different processes or for determi-
ning even the costs of cotton in cases where waste from one
mix (a superior mix) is used in another mix (an inferior mix)
as js usually the case. Further, to develop the unit cost in
any mill department, such as, ‘blow room’, it is necessary to
take into account the total quantity handled in that depart-
ment and such quantity should be the gross weight of cotton
including own waste. Again, when waste from one mix is
used in another mix, our method will yield more reliable
cost of cotton,

14.3.4.2. Credit for Saleable waste has been taken at
the actual rates of realisation for the different units. The
credits and debits for usable waste have been taken ai the
same ratcs as were either adopted by the units for their own
purposc, or considered as reasonable in the circumstances.
As regards own waste, unless otherwise identified, it has been
assumed that the waste used is from the same mix. For
purposcs of arriving at the net input of cotton in terms of the
price of the purchased cotton used in the mix, we have deter-
mined the ratio of the net rate of cotton mix to that of pur-
chased cotton in the mix and multiplied it by the gross input
of the mix per Ib. of yarn. Thus, in the example given in
the previous paragraph, the ratio of the net rate of cotton
mix to that of the purchased cotton is 0.941 which multiplied
by the gross input of the mix per Ib. of cotton, namely, 1.1967
yields 1.127 Ibs. as the net input in terms of the price of the
purchased cotton. Tt will be seen that this figure multiplied
by the rate of purchased cotton, namely, Rs. 2°22 per b,
works out to the net cotton cost per lb. of yarn, namely,
Rs. 2-502.
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14.3.4.3. Figures of net input of cotton have bcen tabu-
lated in terms of purchased cotton for all the mixes, referred
to in paragraph 14.3.3.2. The group-wise averages are shown
below —

Net input factor to be applied on the value of purchased cotton 1o arrive
at the net value of cotton in a b, of yarn at spindle point

Weighted
Mix Group average
A. Carded :
(i) 8sto 14s . . . 1-18
(ii) 15sto 265 . . . . . . . 1-15
(iii) 27s to 42s 1-15
(iv) (a) 43s to 60s. . . . 1-14
(b) 43s to 60s (predominantly foreign) . . 1-15
(v) 6ls and above (predominantly foreign) . . 1-14
B. Combed :
(vi) 28s to 60s . s ; ; . . . 1-25
(vii) 61s and above (predominantly foreign) . ; 1-30

It is noticed that the weighted averages are not materially
different from the simple average figures or the medians.
It may appear anomalous that input figures in respect of
Indian cottons for the range of counts 43s to 60s should be
lower than those for the foreign cotton. One of the reasons
for this is that saleable valuc of waste does not materially
differ whether it arises from foreign cotton or from Indian
cotton and hence the ratio of such value to the price of the
cotton is lower in the case of foreign cotton which is costlier.
The net input in terms of purchased cotton appears to increase
in the case of forcign cotton. For similar reasons the net
input figures for combed yarn from foreign cotton arec more
than those obtained from Indian cotton.

14.3.4.4. The Tariff Board in its Report (1948) as also
the Federation have indicated the cotton requirements in
terms of recovery percentages. Reciprocals of the figures
of net input (vide table in paragraph 14.3.4.3.) in terms of the
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value of the purchased cotton give the recovery percentages
in terms of the value of purchased cotton. The following
table shows the recovery percentages, derived from the table
given above, compared to the recovery percentages adopted
in the 1948 inquiry and those indicated by the Federation.

Recovery percentages

Mix Group As As
As adopted  indicated

arrived by Tariff by the
at by us  Board Federation

A. Carded :
G 8stolds . .. 847 82 82
(ii) 15s to 26s } : TR 82/83 82/83
(iii) 27s to 42s . L S ER 84/35 84
(iv) (a) 43s to 60s. ! . 877
(b) 43s to 60s (pre——domi-
nantly foreign) JL8U 90
{v) 61s and above (predomi-
nantly foreign) . 877 90
B. Combed :
(vi) 28sto 60s . . . 80 79 76

(vii) 61s and above (predomi-
nantly foreign) . 769 79 76/75

It will be seen that for all counts upto 42s the recovery
percentages as arrived at by us are about 3 per cent higher
than those adopted by the Tariff Board. The Board had
not given recovery percentages for Indian mixes above 42s.
It indicated, however, a recovery percentage of 90 for 60s
and finer from carded Egyptian cotton while the figure obtained
by our Cost Accounts Officers for predominantly foreign
mixes is about 88. For combed varieties upto 60s, the Board
had given recovery percentage for only Egyptian cotton at
79. In the sample taken by us the combed varieties upto
60s were often obtained from mixes which were made up
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predominantly of Indian cotton and/or such varieties of foreign
cotton the prices of which were not materially different from
those of the Indian varieties. The recovery percentage arrived
at by us is comparable with that adopted by the Tariff Board,
namely, 79. In the case of predominantly foreign mixes for
combed yarn of 61s and above, the recovery percentage obtain-
ed by us is about 2 per cent lower than that adopted by the
Tariff Board. The recovery percentages now arrived at
by our Cost Accounts Officers upto 42s are generally higher
than those adopted by the Board in 1948 and indicated by
the Federation in its memorandum. The representatives
of the Federation contended that the mixes in general did
not include waste from the other mixes. We found, however,
that the majority of the mixes for instance in Group A(i)
(8 to 14s) included substantial proportion of wastes from
other mixes, the weighted average being as high as 15.7 per
cent. As regards the remaining mixes, mills in Mysore and
west Bengal did used wastes from other mixes. However to
speak of recovery in the sense used by the Federation it would
be necessary to eliminate such mixes as included waste
from other mixes which does not appearto be the common
practies. We have also examined if for mixes wkich do
not include waste from the other mixes the results would be
any different.

14.3.4.5 The results of our cxamination are shown in
the following table.

Table referred to the paragraph 14.3.4.5,

Carded Combed
A() A(ii)  Adil)  B(vi) B(vii)

Mix groups

1. Total waste on gross
input (%) . . 222 199 187 32-0 325

2. Waste included in the
input from the same
mix (%) . . 6-8 53 3.5 4-1 34

3. Net physical waste as
a percentage of input
of purchased cotton
(1)—2)}+-{100—(2)] 16-52 15-42 15715 29-1 30-1




115

Carded Combed
Mix groups
Al A(ii) A(iit) B(vi) B(vii)
4. Invisible waste (say) . 2-5 2-5 2-5 2-5 25

5. Saleable waste
(a) Excluding comber

waste . . 14-02 12-92 13:25 116 126
(say) (say)
(b) Comber waste . 150 15-0

6. Credit for waste

(a) ForlIndian carded
@20%, of pur- :
chased cotton . 2-80 2-58 2-65 2-32
(b) For foreign carded
@15% of pur-
chased cotton . 1-89
(¢) For comber wastc
{rom Indian
cotton @40% . 6:0
(d) For comber waste
from foreign
cotton ¢:309%, . 4-5

7. Net waste in terms of
value of purchased

cotton (3)—(6) . 1372 12-84 13-10 2078 23-71
§. Recovery  percentage
100—(7) . . . 8628 87-16 86-90 79:22 76-29

Item 1 in the above table shows the weighted average of total
waste on gross input for such mixes where in our judgement
the waste included in the input arose from the same mix ;
item 2 the weighted average of the proportions of own waste
included in these mixes ; and item 3 the net physical waste
as a percentage on input of purchased cotton. Assuming
that the invisible waste would be about 2} per cent, we have
on a conservative basis estimated that the average rate of
realisation of the balance of waste would be about 20 per
cent of the value of the Indian mix and 15 per cent of foreign
mixes. It is further assumed that the wastes arising in the
combers will fetch at least 40 per cent of the value in the case
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of Indian mixes and 30 per cent in the case of foreign mixes.
Item 6 shows the estimated realisation from visible wastes
expressed as a percentage of the value of purchased cotton:
item 7 the nect waste in terms of value of the purchased cotton
after taking credit for realisations from the waste ; and the
item 8 the recovery percentages calculated. The number of
mixes under group A(i) which did not include waste from
other mixes were only four and hence any estimate based
on such data would not be representative ; in other groups
number of such mixes were fairly large. The estimated
recovery percentages compare favourably with those arrived
at on the basis of the samples taken. We have, therefore,
adopted the figures of net input in terms of purchased cotton
shown in paragraph 14.3.4.3. as representative of the actual
conditions obtaining in the industry as a whole.

14.3.4.6. Applying the weighted average rates of cotton
for the respective mixes (see paragraph 14.3.3.2.) to the net
input figures, the cost of cotton per Ib. of yarn to be spun
from the different mixes may be stated as under :—

Cost of cotton consumed to produce a Ib. of yarn at
spindle point

Rate per  Qty. con- Value of

Ib. of sumed per cotton

cotton Ib. of per Ib.
yarn of yarn

(vide para (vide para (Col.2 X
14-3:3:2) 14:3:4:3) Col. 3)

1 2 3 4
A. Carded :
nP. Lbs. nP.

(i) 8sto 14s . . . 105 1-18 123-90

(ii) 15s to 26s . . . 123 1-15 141-45

(iii) 27s to 42s . . . 137 1-15 15755

(iv) (a) 43sto 60s . . . 161 1-14 183-54

_(b) 43s to 60s* . . . 218 115 25070

(v) 61s and above* . . . 230 1-14 262-20
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1 2 3 4
B. Combed :
(vi) 28s to A0s . . . 157 1-25 196 25
(vil) 0is and above* . . . 251 1-30 326-30

*Predominantly foreign mix.

(Note.—Prices shown in column 2 above will not be strictly comparable
wiih the prices of cotton mixes lor developing future estimates
gtven un the last column on pages!35 and 136, duc to regrouping
of categories and adjustment of cotton prices as explained in
paragraphs 14.3.3.1, 14,3.3.2, 14.9.1.1 and 14.9.1.2)).

14.4.1. Having dealt with the cost of cotton in yarn,

we shall now deal with costs of processing yarn upto spindle

point. With spindles of ordinary draft the de-

14.4. Spinning  partments through which cotton passes and
costes gets processed are as follows :

(i) Godown
(1) Blow Room
(iii) Carding
(iv) Drawing

(v) Slubbing
(vi) Inter
(vii) Roving
(viii) Ring Frame

For combed varieties, there will be an additional department
through which the cotton has to pass, namely, combing bet-
ween carding (iii) and drawing (iv). With high draft spindles
usually one of the processes, namely, inter (vi) or roving
(vii) is eliminated. With some kinds of drawing (such as
bi-coil) the slubbers (v) are also eliminated. With super
high draft spindles all the intermediate processes between
drawing and ring frame are eliminated. Although amongst the
units costed there were a few with super high draft spindles,
we have not, as explained earlier, taken their costs into ac-
count for arriving at the normal average costs for spinning.
Spinning costs have been developed, process by pracess
taking into account the waste factor at each stage for the
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counts spun by the units. Since there is no single count
of yarn which is manufactured by all the costed units, it is
obvious that a simple or weighted average of the actual costs
of yarn of different counts cannot give satisfactory or com-
parable results. The cost of a lower count produced by a
less efficeient unit may be higher than that of a finer count
produced by an efficient unit. This difference would not be
rational.

14.4.2. It is, therefore, necessary to determine first a
set of ratios that should normally subsist between the pro-
cessing charges of different kinds of yarn upto spindle point.
For this purpose, we have worked out first the ratios between
the processing charges of different counts (distinguished bet-
ween carded and combed, warp and weft yarn) for each unit
and expressed the ratios in the form of indices, taking for this
purpose the cost of warp yarn of 20s as 100. For units
which did not manufacture this yarn but spun, say, 18s or
22s warp yarn, the index already established for 18s or 22s
warp yarn for the units manufacturing 20s warp yarn was
extented and on that basis the indices representing the ratios
for the other counts of yarn were derived. The indices were
tabulated count-wise for each ‘of the units and both arith-
metic average and the medians were established for all the
units taken together and for all the counts. Based on such
figures a suitable set of indices representing the ratios inter se
between the processing charges of different counts of yarn
was established. Before finally adopting this set of indices
as the norm we had re-calculated the costs upto spindle point
for each of the individual units on the basis of these indices
" and comparing them with the actual costs already worked out
for them have adjusted them where necessary. Having satis-
fied ourselves by such comparison that the final ratios or
indices did not show any bias towards either coarser or
finer counts, we applied them to equate the production of
all yarn spun by the costed units in terms of 20s warp yarn.
By dividing the total processing costs upto spindle point
by the equated production in terms of 20s we arrived at the
base rate of processing charges for 20s warp yarn for all the
units separately. We first took the weighted average of
such costs for the selected units from each region as a
representative cost of that region. The average costs thus
obtained for different regions which ranged from nP. 31.05
to nP. 4475 per 1b. were weighted again with the total spind-
leage of the respective region excluding super high draft
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spindles. The final weighted average thus obtained, namely,
nP. 38-93 per Ib. has been accepted by us as applicable to
the industry as a whole for 20s warp yarn. We applied the
indices already established to arrive at the processing charges
of the different counts of yarn, warp or weft, carded or combed,
in order to construct a schedule of costs for all counts.

14.43. A few units also produced some quantities of
hosiery yarn. Comparing the conversion charges of hosiery
yarn with those of ordinary warp yarn, count for count,
produced by the same unit, it appeared that the conversion
charges of hosiery yarn were about nP. 8 per lb. higher than
those for corresponding warp yarns. Before allocating the
total costs between the different counts in the manner stated
in the previous paragraph we had segregated the extra ex-
penses for hosiery yarn at nP. 8 per 1b. for all such yarn
produced.

14.4.4. The actual conversion costs upto spindle point for
the several varieties for which costs had been worked out
by the Tariff Board in their Report (1948) are shown below
together with the actual conversion costs for warp yarn for
1960-61.

(nP. per 1b,)

Actual
Tariff conversion
Count Type of cotton Board’s costs for
estimate warp yarn
in 1948 for
1960-61
10s Indian . ] . . . . 18-56 26-08
14¢  Indian . . . . . . 20-88 30-75
16s Indian . . . . . . 25-81 33-48
20s Indian . ] ] . ; . 28-63 3893
30s Indian . . . . . . 42-38 57-62
40s Indian . . . . . . 51-56 77-08
60s  Carded Egyptian . . . . 74-63 116-01*
60s Combed Egyptian . . . . 74 -25 136 -26*
80s Carded Egyptian . . . . 10306 154-94*
80s  Combed Egyptian . . . . 103-00 175-19%

*Predominantly foreign.
9—16 T. C. Bom/66
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‘Conversion charges for carded varieties upto spindle point
have gone up by about 30 to 50 per cent. The increase is
due to rise in wages and establishment charges, freight, power
and fuel, cost of stores, etc.

14.4.5, In doubling, reeling and coning charges also
there were wide disparities of costs amongst the different
units depending, inter alia, on such factors as whether hand
reels or power reels were used or whether coning was done
on high speed machines or not, etc. As in the case of spinn-
ing charges, we have developed suitable ratios that should
subsist between conversion charges for different counts of
yarn for these operations also.

14.4.6. Reeled yarn is generally sold in bundles and coned
yarn in cases. The average of the bundling and baling charges
for reeled yarn and packing charges for coned yarn have been
separately worked out.

14.4.7. The Tariff Board in 1948 assumed a moisture
regain of 3.5 per cent and after adjusting 1 per cent for wastage
in reeling, deducted 2.5 per cent of the cost of yarn at spindle
point to allow for the net moisture regain. In India the
practice of selling yarn on the basis of conditioned weight
«does not obtain. Yarn is sold on the basis of actual weight.
Tt was stated by the representatives of the industry that extra
yarn is sometimes put into bundles to allow for possible driage
after it leaves the factory premises. We have not been able
to get any satisfactory laboratory tests by research bodies
like Ahmedabad Textile Industry’s Research Association
and Bombay Textile Research Association on which to base an
all-India average. In fact some such tests in Bombay have
shown much higher figures for moisture regain. Whether
conditions vary through the year and from region to region.
Relatively a high percentage of saleable yarn comes from
mills in the South where the moisture is lower than in Western
India where the bulk of the industry is located. We have
carefully considered the representation of the industry for
disturbing the status quo and have also consulted experts in
the field. In our view it would be fair if gross moisture regain
be taken at 3.0 per cent and after deducting 0.5 per cent on
account of wastage in reeling the correction for mositure
regain should be 2.5 per cent. The credit for hard waste
has been taken into account while calculating the cost of
sotton in the reeled, doubled or coned yarn.
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14.4.8. On this basis we have worked out the costs of
all counts of yarn for sale. The following table shows the
estimates of the Tariff Board in 1948 and the average actual
conversion charges of several counts of reeled yarn for 1960-61
described as key counts.

(nP. per 1b.)
Average
Tariff actual
Count Type of cotton Board’s conversion
estimate charges
in 1948 for
1960-61
10s Indian . . . o . . 26-54 37-75
14s  Indian . . i 3 k : 3111 4403
16s Indian . . : 4 o o 36-41 47-34
20s Indian . . ! i ¥ . 3991 5406
30s Indian . . . 3 A . 59-57 76:17
40s Indian . . 4 2 : . 69 -46 99-03
60s Carded Egyptian . ] \ ; 107 -0t 144 -76*
60s Combed Egyptian . : A . 106-64 164 -50*
80s Carded Egyptian . . . . 145-11 190 -50*
80s Combed Egyptian . . . . . 145-06 210-24*

*Predominantly foreign.

A comparison with the table in paragraph 14.4.4 will show
that reeling and packing charges have gone up.

14.5.1. In composite units yarn is woven into fabrics.

Upto the grey stage, the various manufacturing processes

can be classified under three broad heads,

14.5. Weaving namely, (i) weaving-preparatory, (ii) weaving

costs and (iii) grey finishing, warehousing and

baling. Costs have been developed under these

heads after examining each process separately and we have

computed the costs per liner measure with a suitablé allowance
for structure and width.
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14.5.2.1. Preparatory.—Allocation of weaving-prepara-
tory costs to the different types of fabrics is an intricate pro-
blem. Apart from complications arising out of the use of
coloured or processed yarn, the general behaviour of costs
would indicate certain trends. (i) Winding charges per lb.
of warp yarn should increase as count becomes finer. (ii)
Warping charges should increase with finer counts. They
should decrease, though not proportionately, as the number
of ends in a warper’s bcam increases. (iii) Sizing and slashing
charges, excluding the cost of sizing materials, increase as
the count becomes finer but they tend to fall, almost pro-
portionately, as the number of ends in the weaver’s beam
increases. In fact, apart from possible variations in the speed
of the machine, the charges per yard of fabric would tend to
remain more or less constant irrespective of the number of
ends or count of yarn and for all widths which can be accom-
modated on the machines. (iv)  Drawing-in charges depend
on the construction of the cloth, whether it is to be double
drawn or not, whether the drawing-in is to be 2 in a dent or
1 in a dent, the number of shafts required, etc. For each
such sort, the drawing-in charges increase with the number
of ends to be drawn-in, and the charge per 1b. will depend
upon the weight of warp yarn on the weaver’s beam. It is
understood that, in general, for a particular number of ends
the weight of warp yarn on a weaver’s beam tends to remain
constant irrespective of counts---more length of yarn being put
in for finer counts. Thus, drawing-in charges for a particular
number of ends tend to remain constant irrespective of
the count. Consumption of healds and reeds varies according
as the sizing is light or heavy.

14.5.2.2. Besides, many units simultaneoulsy use high
speed winding and warping machines, e.g., Barber Coleman,
as also ordinary ones and in some cases machine knotters
are used thus reducing the drawing-in charges considerably
for repeat sorts. It will be seen, therefore, that for correct
allocation of such charges elaborate analysis of production
data would be necessary which, in the majority of the costed
units, were not avajlable. As, however, the total cost of
the weaving-preparatory departments in relation to the total
cost of a fabric is small, we consider that it would be sufficient
if the charges upto the warping were allocated in the ratio
of the counts of yarn. Charges thereafter, excluding sizing
materials, may be expressed as a flat rate per 1b. of warp yam
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irrespertive of the count of yarn or width of the fabric woven.
The total expenses, after segregating charges in respect of
coloured yarn, have been allocated in the above manner for
cach of the costed units and a weighted average has been taken.
Th; charges for coloured yarn have been separately develo-
ped.

14.5.2.3. Sizing.—The cost per 1b, of sizing materials is
different for heavy and light sizing. Light sizing is generally
used where the fabric has to be de-sized again for processing.
Heavy sizing is usually used for the sorts sold in the grey
condition. For some of the costed units, only an average
cost of sizing materials could be obtained. We have deve-
loped the costs of heavy sizing and light sizing on the basis
of those units for which separate data were available. The
average of such charges was found comparable;with the char-
ges for those umits where the costs were aggregated for heavy
and light sizing.

14.5.3.1. Loomshed cost.-—~To arrive at the costs of
weaving in the conventional manner it would be necessary
(i) to apportion the total expenses of the weaving department
to separate groups of looms with similar width and other
characteristics; (i) to analyse and identify the production
to the respective groups of looms; (iii) to determine the loom-
speeds separately for each kind of fabric woven on each kind
of loom. Such analysis was not possible in any of the costed
units, as neither loom-wise data of categories of output nor
machine/man-hours for each type of cloth produced were
available. We had, therefore, to approach the fixing of
weaving process costs from another angle.

14.5.3.2. Weavers are paid at piece-rates per yard for
the fabric woven, such rates having been determined after
taking into account the width of the loom, operation move-
ments, speed of output and complexity of the weaving. Our
Cost Accounts Officers have compared the total piece-wages
carned by workers weaving different sorts of cloth on different
kinds of looms and were satisfied that barring exceptional
cases, piece-wages reflected more or less accurately the machine
time required for production of different sorts of fabrics.
We, therefore, consider that it would be sufficiently accurate
if the total expenses (including full labour charges) in the
weaving departments were allocated to the fabrics processed
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in the ratio of basis piece-rates. Taking a fabric 40" wide
with 18s warp and 18s weft and 40 ends per inch and 40 picks
per inch, our Cost Accounts Officers have developed the
weaving charges thereof for each of the units costed. We
have taken the weighted average of such costs for each region
separately, assuming that such costs will be representative
of the respective region. We have then weighted the regional
costs with the total loomage in each region, after excluding
automatic looms. The final weighted average thus obtained
is considered by us as representative for the industry as a
whole for the fabric of the specifications indicated.

14.5.3.3. For developing weaving charges for the other
sorts we have adopted, as the base, the ratios between the
piece-wages payable for different sorts in Bombay and Ah-
medabad, which are the main regions producing cotton
fabrics in the country. -We compared these ratios with those
obtaining in other regions and, where necessary, made suitable
adjustments taking into comsideration the loomage in the
different regions. The final ratios have been adopted by us
as representative of the industry as a whole.

14.5.3.4. We received a suggestion that instead of piece-
'wages the total wages would be a better basis of allocation of
the weaving-shed expenses to different kinds of fabrics. Taking
the weavers on 2-loom basis we found that generally their
carnings for any period were comparable and the differences
due to fluctuations of piece-work element could be reasonably
attributed to the relative efficiency or absenteeism of the
weaver. Thus, dear food allowance which is the other con-
stituent of total wages and is paid at a flat rate per worker,
would be more or less in the ratio of the total piece-wages
earned when a worker earned the latter element in full. Major
differences arise only in such cases where the weaver is working
on a 3-loom or 4-loom basis when piece-wages will increase
but dear food allowance remains the same as for other weavers.
If the costs were developed separately for the varieties produced
on 4-loom basis taking into account the total wages, then the
costs of such sorts would be lower than those produced
on a 2-loom basis. This economy is a desirable trend and
ought not to be ignored. Our sample has already been
moderated by excluding automatic looms. The method
adopted by us will automatically average out the advantages
of 3Joom and 4-loom systems to the extent they are found
in the costed units.
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14.5:4.1. For -calculating the total cost of the fabic
we have to take into account ‘the cost of yarn required. The
Federation has asked for a suitable allowance for coarseness
of couats to be taken into account while calculating the re-
quirement of yarn. Itis noticed, however, that in the weaving-
preparatory department, the warp yarn elongates. Further,
coarseness does not occur as an invariable factor. After
consulting experts, we have concluded that any possible
coarseness in count of both warp ‘and weft yarn would be
counterbalanced by the elongation and hence no separate
allowance in respect of coarseness of counts is necessary.

14.5.4.2. The requirement of warp yarn, however, is
more than what would be warranted by the length of the piece
in the grey stage ; for in the process of interlacing with the
weft yarn the effective length of the warp yarn gets reduced.
We tried to obtain information about the normal percentage
of extra allowance that would be necessary and we were
informed that such allowance known as the ‘allowance for
tape length, would differ for different sorts and that no uni-
versal percentage or formula could be applied. There-
fore, the tape length should be given as part of the specifica-
tions of the fabric for calculating the requirement of warp yarn,

14.5.4.3. Wastes arise in the various processes of weaving-
preparatory and weaving. The weighted average of such
wastes worked out to about 3-5 per cent. While calculating
the requirements of yarn this has been taken into account.
Credit for hard waste is given in calculating the cost of cotton.

14.5.4.4. Weaving charges depend on the width of the
loom and not on the actual width of the fabric that is woven
on it. Normally, there would be a difference of about 2°
between the loom width and the width of the grey fabric
woven. But occasionally a greater margin has to be allowed
either because a unit lacks the loom of proper width for a
particular fabric or for other reasons. We have averaged
out the difference between the loom width and the width
of the cloth in the grey stage for all the sorts for which parti-
culars could be collected by our Cost Accounts Officers.
The average margin worked out to slightly less than 4”. While
calculating the costs of weaving any fabric of a given width
we have taken the weaving charges corresponding to a loom
which is 4 wider.
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14.5.5. Other operations for the uncalendered cloth are
inspection, folding, stamping and baling. The average of
such charges worked out to nP. 6.27 per 1b. in the case of
grey fabrics.

14.5.6.1. The weighted average of the weaving charges
per yard of a cloth of 40" width, 18s warp, 18s weft and 40
ends per inch and 40 picks per inch for the industry as a
whole works out to nP. 8.71. Costs of fabrics of other speci-
fications can be developed in the manner explained in para-
graph 14.,5.3.3.

14.5.6.2. We are required to indicate the cost of production
of the various representative types of cloth. As explained,
the variations in cotton prices are so wide and the permuta-
tions and combinations of the specifications are so innumerable
that no indicator of cost, variety-wise, can be given. But,
for purposes of comparison we have calculated the total
charges of weaving a 1b. of yarn into a grey fabric upto the
point of packing and baling including yarn costs. They
are shown in the following statement along with correspondin
costs for cloth groups III to XII1 as classified in the Tari
Board’s Report (1948).
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14.6. Cotton dyeing.—Coloured yarn can be produced
by either spinning yarn from dyed cotton or dyeing the spun
yarn in cheeses or hanks. In none of the units sclected
for detailed examination of charges of processing yarn or
fabrics, the first method was followed. Only in two units
selected for costing fabrics upto grey stage, small quantities
were being spun from dyed cotton for use in the borders
and the results based on the small sample would not be re-
presentative. The Federation furnished us with the cost
of dyeing cotton in a Delhi unit, and one of the Bombay units
also made available the cost of dyeing ‘‘special cotton”. It was
found, however, that cost of dyed yarn on the basis of
the figures of these two units (taking into consideration
the wastage of dyed cotton) would be such that shade for shade
any fabric woven with such yarn would be more expensive
than a fabric produced from yarn dyed even if it be assumed
that in the former case, weft yarn would be spun directly on
weft frames obviating the necessity of pirn winding. Mazri
cloth is one of the popular varieties and, as such, should
under present arrangements, carry a lower price and there
has to be some compensatory advantage for a process some-
what wasteful for dyes especially in view of their prevailing
high cost. We also found from the ‘‘Schedule of Bleaching,
Dyeing, Finishing and Other Charges”, adopted by the late
Textile Control Board, that for fast and direct colours it
recommended that the dyeing charges for yarn from dyed
cotton should be paid at the same rate as for dyeing yarn,
though an exception was made for sulphur colours. After
carefully considering the matter, we agree with the above
and have decided that the cost of a fabric should not be higher
merely because some units choose to produce it out of yarn
made from dyed cotton. We have not, therefore, indicated
for such yarns separate costs for different colours, such as,
direct, vats, naphthols, etc., and the various shades thereof
such as light, medium, dark and very dark. For coloured
yamn for border, hank-dyed yarn, which is used by most of
the textile units, has been adopted for costing.

14.7.1. Many of the costed units confine themselves
14.7. Yarn proc- to spinning grey yarn and do not process it
essing further.

14.7.2. A limited number was selected from the remaining
units for detailed examination of the costs of processing
yarn and fabrics. In some of these too, the data available
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were meagre. For instance, only the average cost of yarn
dying was available without distinguishing between the kinds.
of dyes used such as direct, vat, naphthols, etc., or between
the shades thereof, such as, light, medium or dark. The
number of units for which processing charges could be exa~
mined were few compared to the total sample taken for
determining the cost of yarn or fabric in grey stage. As a
countercheck we have compared the results with the schedules
of processing charges (stated to be on a no profit basis) main-
tained by different groups of mills. In appropriate cases,
we modified the actual averages after considering all relevant
factors. Prices of dyes within any one group vary widely
with the make and colour of the dye. Thus, the prices,
exclusive of excise duty, charged by one of the Indian producers
for naphthols ranged from Rs. 16.25 to Rs. 172.00 per kg.
for the different kinds of naphthols. Again, for vats, the
prices of another producer ranged between Rs. 4900 and Rs.
200.00 per kg. depending on the colour of the dye. Accor-
dingly, depending on the colours and shades most frequently
used by each individual unit, the cost of dyes for any one
category, say, vat dark, may be higher or lower than that of
another unit. Even for the same unit, the costs of dyes and
chemicals for a light shade of any particular colour may be
higher than those for medium shades of another colour.
Therefore, the averages obtained for dyeing charges for the
costed units were suitably modified to maintain a reasonable
correlation between the costs developed for the different
groups of colours, such as, direct colours, vats, naphthols,
etc., and also for the shades obtained thereform, say, light,
medium, dark, etc.

14.7.3. We have developed the average charges applicable
to the following processes :

(i) Bleaching in hanks ;
(ii) Bleaching in cheeses or cones ;
(iif) Mercerising in hanks ;
(iv) Dyeing in hanks ; and
(v) Dyeing in cheeses or cones.

The dyeing charges have been grouped as under :
(a) Direct Colours—

(i) Light
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(ii) Medium and
(iii) Dark.
(b) Vats including Hydrons—
(i) Light
ii) Medium
(iii) Dark and
(iv) Very Dark.

(¢) Sulphurs

(d) Naphthols

(i) Consumption upto 1 per cent* of grey weight of
fabric,

(i1) Consumption upto 2 per cent* and
(iii) Consumption over 2 per cent*

(e) Black Shades—
(i) Direct,
(ii) Vats,
(iii) Naphthols, and
(iv) Sulphurs.

(*These percentages are not'the same as per cent shades which
have a different technical significance.)

The classification between (i) light, (ii) medium, (iii) dark,
and (iv) very dark has been done in accordance with what is
ordinarily termed as such shades by the costed units. For
vat colours, these categories will ordinarily include all shades
which require use of the dye in relation to the weight of the
fabric, upto 0.45, upto 1, upto 2 and over 2 per cent respect-
ively. We have determined the costs of dyeing black shades
as a separate category as their costs were found to be higher,

14.7.4. Costs of dyeing yarn in hanks are somewhat
higher than in cheeses. It was represented by some of the
composite units that the coloured yarn required for the borders
of dhoties and sarees is to be specially treated in hanks, though
a few units maintained that with some special equipments
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eveen yarn dyed in cheeses could be used for the purpose.
After full consideration, we have taken into account the hank
dyeing charges for developing the average costs of coloured
border yarn for dhoties and sarees. For all other uses of
coloured yarn we have adopted only the costs of cheese-dyed
yarn.

14.8.1. The main processes involved are bleaching, merce-
rising, dyeing and printing. None of the costed units
had undertaken during the costed period,

14.8. Processing such special processing of fabrics as organdie
of fabrices finish, water-repellant finish, crease resisting
finish, etc. No costs could, therefore, be developed in these
cases. The price control authorities should, therefore, fix
such charges as are reasonably established to their satisfaction.

14.8.2.1. One of the factors affecting the costs of the pro-
cessed fabrics is their elongation in processing. This is
generally accompanied by a reduction in the width; but since
prices are fixed as a rate per yard or meter, the costs upto
the grey weaving stage and the costs of those processes which
are to be assessed per Ib. of “‘grey weight”, require to be
appropriately adjusted.

14.8.2.2. In paragraph 14°5 we have dealt with the costs
upto the grey uncalendered stage. Grey fabrics are sold
either uncalendered or calendered. The elongation in calen-
dering varied from sort to sort and the average worked out
to more than 1 per cent. For the industry as a whole, we
have adopted 1 per cent as the factor for elongation of
grey calendered cloth. The average grey calendering charges
worked out to nP. 0.51 per yard (loom-state).

14.8.2.3. The elongation for other processed fabrics
worked out to about 2 per cent for the industry as a whole
except for pre-shrunk fabrics such as sanforized. For san-
forized cloth, it was observed that the elongation prior to
sanforization, was offset by shrinkage in the process of san-
forization. There were instances where even after sanfori-
zation a net elongation resulted ; but in other cases there was
a net shrinkage. After carefully examining the available
data, we consider that no separate element need be provided
for shrinkage as an average for the industry as a whole and
it would be reasonable to assume the finished length of the
sanforized fabric to be equal to its grey length.
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14.8.3.1. Bleaching.—The cost of bleaching depends on
several factors like the equipment and chemicals used as
also the final form in which a sort is marketed.

14.8.3.2. Bleaching cost would be highest for bleached
and mercerised sorts, as the fabric requires to be bleached
twice, that is, both before and after mercerising. It is lowest
for bleached and dyed/printed sorts because any slight
defect in bleaching usually is covered up by the later processes.
‘The bleaching expenses also vary with the fineness of the
fabric. In this respect, some of the schedules of inter-company
charges as also the schedule adopted by the late Textile
Control Board show the charges to be higher for finer count
fabrics. In most of the costed units it was possible to develop
only an average cost. Where sufficient details were available,
it was noticed that though the expenses other than for chemicals
increased with the finer counts, the chemicals required and also
the proportion of fabrics re-bleached for defects were less,
the net result being a slight decrease in total charges as the
count became finer. We have, therefore, developed
only an average cost of bleaching per 1b. for all sorts and asse-
ssed differentials for re-bleaching allowances required for
the various categories of fabrics as mentioned in the earlier
part of the paragraph.

14.8.4. Dyeing.—For purposes of developing dyeing costs
we have taken jig dyeing to be the standard practice for the
industry as a whole. It was noticed that expenses other
than for dyes and chemicals per 1b. of grey fabric were
lower than those for yarn dyeing. We have developed rea-
sonable average costs for the various categories of dyeing
separately for shades such as light, medium and dark for each
class of dye.

14.8.5. Printing.—Determination of printing costs was
complicated on account of the different kinds of techniques
adopted such as direct style printing, resist printing, discharge
printing, blotch' printing, etc. Though the printing charges
will vary to an extent depending on the class of dyes used,
it was noticed that for ! multicolour printing, different classes
of dyes, such as vat and azoic dyes and pigments, may be
used to print designs on the same fabric to take the best
advantage of their colouring potential. Accordingly we
decided to allow an average charge for printing with all types
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of dayes except prints. with titanium dioxide (khaddie) for
which- separate charges have been. worked out. We have
given reasonable differentials for (a) different widths of the
printed materials ; (b) number of colours printed ; and (c)
arca covered by printing. (When 80, to 100 per cent area. is
covered by printing, it is called “Blotch” printing). For
printing on dyed materials or dyeing printed materials,
one has merely to add together the corresponding charges.
“Resist (reserve)’ and ‘Discharge’ printing are essentially
forms of dyeing fabrics printed with ‘resists’ and printing
‘discharges’ on dyed fabrics respectively. The printing pastes
for ‘resists’ or ‘discharges’, however, generally.cost more than
ordinary printing pastes. Comparing the total charges of
over-dyed printing with any number of colours with those
of ‘resist’ or ‘discharge’ printing with the same number of
colours and same area coverage, we have determined suitable
differentials for the latter categories of printing. We have
not developed printing charges in respect of direct colours as
these are not fast to bleach.

14.8.6. Similarly, we have developed costs of mercerising
sanforizing, raising, and back filling.

14.8.7. Types of finishing for processed goods are so
varied that it has not been possible to ascertain the cost of
each type of finishing. Inmost cases only an average cost
was available. However, it was noted that in most cases,
where details were available, the finishing charges for poplins
and mercerised articles were the highest. Having ascertained
the average costs we have grouped the fabrics suitably and
developed appropriate differentials for them. Except in a
few individual cases, the finishing charges as developed cover,
by -and large, such charges of the categories mentioned above.
We have already stated in paragraph 14.8.1 that it has not
been possible for us to develop the costs of such special types
of finishes as anti-crease finish, organdie finish, water repeilant
finish, etc. The charges mentioned above will cover, by and
large, all ordinary kinds of finishes including starch, gum and
thermo-plastic resin finishes.

14,8.8. We have counter-checked the results with the
schedules of processing charges (stated to be onm no profit-
basis) maintained by certain important' groups of mills,
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14.8.9. Different kinds of packing are used for different
fabrics. It has not been possible for our Cost Accounts
Officers to work out separately the packing costs for each of
the innumerable varicties of processed fabrics. However,
packing charges were calculated separately for processed
fabrics as a whole which, during the costed period, worked
out to about nP. 17.20 per lb. compared to nP. 6.27 per lb:
for grey fabrics. We consider that the above packing charges
will adequately cover, on the average, all kinds of packing
normally required for packing processed piecegoods.

14.9. Future costs.—Having determined the actual costs
of yarn and fabrics and the processing charges for the year
1960-61, we have estimated the cost for the future. In para-
graphs 13-4 to 13-6 we have discussed the difficulty in cost
estimation if it is to hold good for any long period and in
fixing any specific prices for the innomerable varieties of output
in the industry. The basis of prices fixed by the Tariff Board
in 1948 held only for barely five years till decontrol. In
the present economic conditions we consider that any
price fixation for a period of over five years would not
be realistic. Our recommendations proceed on this basis,

14.9.1.1. Cost of cotton.—The cost of cotton varies from
year to year and often within the year itself and therc is no
reasonable method of forecasting its price for any future
period. Since the cost of cotton for costed companies mostly
corresponded to 1960-61 season, it will be possible for the
Textile Commissioner to determine an index number in relation
to 1960-61 prices (average market prices and not adjusted
prices which have been indicated for the base period) showing
the general rise or fall in the prices of such varieties of cotton
as usually go into different mixes and adjust the prices from
time to time. But a reasonable set of base costs for the
different mixes has to be provided on which to apply such
index number. As mentioned in paragraph 14.3.3.3., during
the costed period cotton had been purchased by mills at about
the ceiling rates. This was principally because of the poor
crop of 1959-60 scason. We do not consider that it would
be reasonable to assume that cotton will always be purchased
at the ceiling prices even if there are changes in ceiling prices
in a normal year. It is reasonable to assume that ordinarily
mills will buy throughout the season to their best advantage
and on an average their purchase prices should not be more
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than 90 per cent of the ceiling rates prescribed in any year,
We have, therefore, calculated the set of base prices of cotton
for the different mixes taking prices of cotton at 10 per cent
below the ceiling. Since ceiling rates do not operate in
respect of foreign cotton, the costs thereof have not been
changed. _

14.9.1.2. Further the count ranges as given by us do not,
in fact, correspond to the average count limits demarcating
cloth into categories of coarse, lower medium, higher medium
or fine. Il is reasonable to presume that the quality and price
of the cotton mix will be adjusted by the mills having regard
to the price of the end products, that is, the variety of cloth.
We are also informed by experts that subject to exceptional
cases wherc over-spinning or underspinning might take place,
the range of spinning for a given mix is not as wide as we have
found in the aggregated groups (ii) and (iii) in paragraph
14.3.3. We are advised that it is good spinning practice to
have the following group ranges

(1) 9s to 15s, where the warp limit would be upto 12s,
(2) 16s to 24s, where the warp limit would be upto 18s,
(3) 25s to 32s, where the warp limit would be upto 28s,
(4) 33sto 40s, where the warp limit would be upto 38s, and
(5) 41s to 60s.*

We are also advised that generally sale yarn or weft yarn will
be spun from similar mixes. We have, therefore, decided
purely for purposes of indicating the base (1960-61) cotton
prices on which escalation has to be developed or initial price
fixation has to be made, that the following group ranges
should carry prices as indicated.

Warp yarn  Weft/Sale Cotton

A. Carded yarn price
aP./lb.
A. Carded
(i) Indian mixes to cover . . 8tol2s 8sto 14s 93.6
(ii) Indian mixes to cover . . 13sto18s 15sto 24s 105.3
(iii) Indian mixes to cover . . 195t028s 25sto 32s 114.3

*Composite mills do not spin warp yarn in this range for their own
use from Indian cotton mix but such yarn is made available for sale.

10~16 T. C. Bom./66



136

Warp yarn Weft/Sale Cotton

yarn price
nP./lb.
(iv) Indian mixes to cover . . 20sto38s  33sto d2s 121.5
(v) Indian mixcs to cover . . Carded 43s to 60s 144.9
watrps, if
any above
38s from
Indian
cotton

(va) Predominantly foreign mix to 43sto 60s  43s to 60s 218.0
cover.

(vi) Predominantly foreign mix —to 61s & above 6ls and above 230.0
cover.

B. Combed

(vii) Indian mix to cover " . . 28sto 60s  28s to 60s 141.3

(viii) Predominantly foreign mix to. 61s & above 61s & above 251.0
cover.

14.9.1.3. In cases where a unit uses a superior variety
of cotton costing more than what is mentioned above, we
recommend that it should approach the Textile Commissioner
with full particulars and if he is satisfied about the need for
using such superior mix he may allow a different rate for cotton
mix reasonable in the circumstances.

14.9.2. Depreciation.--- The units in the cotton textile
industry almost invariably follow the written-down value
method for depreciation. Normally, depreciation on fixed
assets decreases year by year except when fresh additions
are made to the fixed assets. In Chapter VII we have given
some data indicating growth of capital and fixed assets as also
depreciation and in Chapters VIII and XVI examined the
case for a higher return to cover rehabilitation needs. We
have observed that the appropriation for depreciation has
tended over time to remain around 3 per cent of production
cost or about 4 per cent of block. Since it has not been possible
for us to estimate with reasonable accuracy the quantum of
fresh additions to fixed assets that may take place during the
period of estimate, we have adopted the same figures of
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depreciation as calculated for the actual period for the pur-
poses of our estimates to take care of any possible additions
to fixed assets in the future. In other words, even if there will
be additional depreciation on new assets installed or to be
installed during the price period it will be offset by the lower
depreciation that will accrue on old assets under the written
down value method adopted.

14.9.3. Production of yarn and fabrics depends to an
extent on the availability of cotton in a year. Since this
cannot be forecast with any degree of certainty, it is reasonable
to assume the production in the future years to be the same
as during the costed period. Hence despite the increase in
plan targets to which we have referred in paragraph 3.8.1,
as it cannot be established how much of the extra output will
come from existing units in the organised sector we have
made no scaling down of overheads for rise in output.

14.9.4. Wages in the cotton textile industry are regulated
by various awards, which came into effect on different dates.
Only that portion of the wage, which is generally paid at a
flat rate per worker in respect of dear food allowance, is
subject to increase or decrease in accordance with the cost of
living index. After the period for which the units were costed,
the basic rates for each worker were increased at a flat rate of
Rs. 2 per worker per month according to the Wage Board
Award. In West Bengal there was also an Award in respect
of dear food allowance with retrospective effect from Decem-
ber 1960. The rise or fall in the dear food allowance upto
the date of inquiry due to the rise or fall in the cost of living
indices compared to the indices during the costed period,
were furnished by the units concerned. Data for rise in cost
of stores, power and fuel upto the date of inquiry were also
furnished. Apart from the above, we have to take into
account the normal annual increments of supervisory staff,
possible rise in cost of stores, power, fuel, etc., in accordance
with the current trends. The data for increase in costs based
on deviations for individual items as furnished to us were not
sufficiently precise. Taking all factors into account, we consi-
der that an average increase at 10 per cent of the actual conver-
sion charges would be enough to cover the rise in wages upto
the date of inquiry and any possible rise in the salaries of
supervisory staff, cost of power and fuel, prices of stores
materials, etc., for a period of five years.
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149.5. To provide for an escalation for any possible
further increase or decrease in the wages of workers, we have
calculated that an increase of Re. 1 per worker per month
will result in an overall increase in the conversion costs by
about 0.4 per cent in the case of yarn for sale and 0.35 per
cent in the case of fabrics, both grey and finished.

14.9.6. We do not consider it necessary to provide for
any separate adjustments for rise or fall in the cost of power
and fuel and cost of stores materials in view of the increases
already provided by us in the estimates as mentioned in para-
graph 14.9.4. But to meet any wunforeseen circumstances
in the future, we have provided for a further increase of 2
per cent in the actual conversion charges as an allowance
for contingencies.

14.9.7. We have worked out the estimated costs for the
different varieties of yarn and fabrics on the above basis.



CHAPTER XV

FAIR RETURN, REHABILITATION AND
MODERNISATION

15.1.1. In the previous chapter we have discussed the
costs of production of cotton yarn and fabrics and, segre-
gating cost of cotton wused, arrived at the

15.1. Fair return cstimates of ex-factory costs (conversion char-
ges) for the future, including depreciation

but excluding return. We have now to consider the fair return
to be included in the price. In Chapter VII we have made
a survey of the financial position and performance of the
industry in order to enable us to assess the quantum of return
it will need. The terms of reference require us to keep in mind
the extent of capital formation in the industry required for
continuous rehabilitation and modernisation and for raising
the levels and quality of output. In view of the importance
of the industry in the national economy and its vital role
in future planning it s essential that it should receive a fair
return on its capital investment. The ‘fair return’ for an
industry will depend on factors such as its capital structure-
output, risks, the degree to which it is capital intensive
and the extent to which it has a high rate of turnover. Equally
the other factor, namely, that an essential industry providing
a necessity of life ought to be satisfied with moderate profits
should receive due importance. Having regard to these factors
there are certain objective norms of judging a return as fair
for any given industry, the most significant among them being
the accrual of a steady return over a number of years. There
should not be any radical departure from the return that the
industry has obtained during normal years. But this by itself
need not necessarily be a determining condition as other com-
parable industries may perhaps be faring better during a given
period. There may be fluctuations from time to time in
relative profitability of different industries as distinct from
common trends which affect industries in general. There is
still another consideration which may also weigh in the final
decision. Whatever might have been its earnings during pre-
vious years there may be certain special requirements such as

139
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incentives for capital formation, rehabilitation or increased
production which may warrant a rate of return different from
what might have prevailed during previous years. A judicious
combination of these criteria giving them duc weightage is
necessary to determine a fair return to the industry. The rate
of return permissible for an industry is a function of a variety
of items which go to constitute the financial burden of an
industry chargeable to profits and are over and above what
are generally accepted as items of costs.

15.1.2. The Federation has pressed for a higher rate of
returr. for the industry than what is normally contemplated
for consumer goods industries which are subjected to a policy
of price control. It has urged that bonus, gratuity and managing
agency commission should be treated as items of costs and
the return on capital should not be expected to cover any
of them We accept gratuity and incentive bonus as items of
cost wherever actually provided. Bonus, on the other hand,
has no such claim to bec considered. It is based on a unilateral
decision by the employers, though governed by compulsive
events, and hence the amount may vary according to the
financial position of the company and the policy decisionof
the employer. Pending the orders of Government on the
recommendations that may be made by thc Bonus Commis-
sion, we have not agreed to consider bonus to labour other
than as a charge on profits. However, bonus as a liability
has been in our purview while dctermining the rate of return.
The managing agency commission is really a division of the
profit differential which accrues after all items of cost have
been met. Managing Agents are recipients of a share of the
profits and they are not strictly part of the salariat even when
assured a minimum remuncration, and hence their commis-
sion cannot be included as an item of cost.

15.1.3. The Federation has asked that the return should
be expected to cover only taxes, dividends and reserves, and
yield a net 7 per cent return after taxes. It has further made
a suggestion that the return should not merely be related
to the contribution of the original shareholder but should
have a bearing on what the present shareholders might have
contributed to acquire the equity shares of the industry. This
suggestion is impracticable and unacceptable. There may be
a constant change in the sharcholding of a concern and with
the fluctuations in the share values it may be difficult to
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ascertain even at any given time what might be the actual
contribution to acquire a given number of sharcs. Besides,
it should also be borne in mind that the premium paid to
acquire shares indiciies the higher value of shares of a company
in terms of the stability of its earnings and higher capital value.
It need not necessarily be related to » proportionate increase
in the return on investment. Occasionally share values may
also get affected by speculation or attempts to gain control
over a unit. Therefcre, wc cannot agree to this method of
determining the return on capital.

15.1.4. Another claim made by the Federation is that the
return ought to be related not only to the paid-up capital of
a concern but also to its reserves. Reserves are built up on
the basis of return that has already accrued to the industry
though undistributed. So long as they are ploughed back
they will automatically entitle themselves to a rcturn which
is based on employed capital; otherwise they are not cligible
for a return as they do not form part of the employed
capital. The Federation has also pleaded that the return al-
lowed for the industry must be such as to take care of the
financial losses owing to the lower prices that unpopular
varieties may fetch and also the periodical depressions from
which the industry may suffer. These are risks incidential to
any business and not peculiar to the textile industry and it
may also be difficult to make an accurate assessment of them.
Further, during recent years depressions have not been a
common feature in the industry affecting its production as
a whole. Particularly during periods of price control such
depressions, if any, ure not allowed to harm the industry.
The return of an industry has often been at a relatively
higher level during a period of price control than under
frec market conditions.

15.1.5. Return has been calculated by us on employed
capital, unlike the Tariff Board in 1948 which allowed a
return on capital block and made separate provision for
interest on working capital. The method of calculating return
on the basis of capital employed has its obvious advantages.
Employed capital includes borrowings which form a signi-
ficant item in capital financing during recent years (see Chap-
ter VII). Since under the capital employed method the same
return is available on borrowings also, the net return would
generally be higher than under the old arrangement. This is
expected to cover some of the contingencies which may affect
the overall return of an industry.
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15.1.6. On a consideration of the various objective
criteria which influence the rate of return for an industry
we are of opinion that a return of 12 per cent on employed
capital would be reasonable for the cotton textile industry
and adequate also to provide some resources for rehabilitation
dealt with later. This return is not only comparable with
the return of other industries but also in keeping with the
performance of the industry during previous years.

15.1.7. Working capital and capital employed. We
have taken the latest available balance sheets of the costed
units and first determined the working capital of those units
engaged in spinning only. The working capital in such
cases was about 3.5 months cost of production excluding
depreciation. In  the case of thosc composite units which
sold a proportion of the yarn produced. we assumed that the
requirement of working capital for that portion of the yarn
which was not consumed in the production of fabrics, would
be at the same rate as cstablished for the spinning units. The
working capital for the composite units, after the due adjust-
ment of what would be required for sale yarn, was about
5 months’ cost of production of the fabrics less depreciation.
Capital employed has been taken as the sum of the working
capital and the average written-down valuc of the fixed assets.
In the case of composite units selling a portion of yarn pro-
duced, the net fixed assets relating to such yarn have been
assessed and segregated.

15.1.8. Since the element representing the cost of cotton
is to be separately provided in the price of yarn or fabric, it
is necessary to allow an element of return thereon. The in-
ventory of cotton forms the main element of the working
capital. A return of 12 per cent on working capital relating
to cotton will work out to 3.5 per cent of the cost of cotton
for spinning units and 5 per cent for composite units in res-
pect of fabrics only. The balance of the total return, when
related to the total cost of production excluding cotton (i.e.
on the total conversion charges), worked out to 12.6 per cent
ii'nbﬂ‘le case of yarn for sale and 10.5 per cent in the case of
abrics.
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15.2.1. In Chapter VIIT we have dealt with the claim
of the industry for an element for rehabilitation in the prices
of yarn and cloth and also discussed the
15.2. Rehabilita- assessments by several Expert Committees
tion of the quantum required for rehabilitation
and the method of financing it. The Working Group which
placed the need for rehabilitation at Rs. 180 crores for the
industry for the Third Plan period envisaged that internal
financing by the industry would be possible to the extent of
Rs. 80 crores and the balance of Rs. 100 crores would require
to be found from loans from financial institutions. In respect
of loans for capital needs, while interest would find a place in
return, the incorporation of an element for repayment
of loans would cast a burden on the consumer. It would not,
in our view, be unfair to expect the industry, which is the ulti-
mate bencficiary, to bear the bulk of amortisation charges.

15.2.2. Tt is necessary to ascertain how much of the
capital formed in the industry during recent years has been
used for rchabilitation or modernisation and expansion.
Similarly, depreciation provided which should have accu-
mulated with interest will have to be estimated. Where depre-
ciation has becn used for working capital or expansion, the
short-fall in resources cannot be easily assessed. If it has been
ploughed back in the industry it i1s also necessary to find out
whether it has been used for rehabilitation or for replacement
of asscts; if not, the amount that would have been raised by
the funding of the depreciation resources should be assessed
as available finance. Similarly, in fairness to consumers, the
development rebate received and receivable on new assets
installed should be taken into account before any deficiency
is accepted. This is the approach that we adopted in the case
of the cement industry (vide paragraph 13 of our Report
1961).

15.2.3.1. The Federation has calculated the requirement
of rehabilitation for the next twelve years at a figure of Rs.
484 crores or Rs. 40 crores per annum. The calculations made
by it are not in accordance with the method indicated in our
Report on the Cement Industry (1961).

15.2.3.2. For application of the method it is first neces-
sary to establish the date of installation of the machinery and
the corresponding index figure to estimate its present value.
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No data have been furnished by the Federation for this
However, we have madc an atiempt to assess the requirement
of rehabilitation on the basis of informaiion furnished by
them.

15.2.3.3. The original cost of plant and machinery in the
year 1955 for the 294 companics representing 82 per cent of
the industry as given by the Federation amounted 1o Rs.
175 crores. The total depreciation written off amounted to
Rs. 140 crores, out of which, the Federation suggested that

575 proportion may be taken as relating to plant and

machinery. Thus, the depreciation on plant and machinery
would amount to about Rs. 127 crores or about 72 per cent
of the original cost. If, -as stated by the majority of the units,
the depreciation has been caleulated on written-down values,
then taking 15 per cent as the rate of annual depreciztion for
plant and machinery for normal two shift working, the original
assets would hav. been installed on an average only about
nine years before 1955, that is, in the year 1946. (Accumu-
lated depreciation on the basis of 15 per cent on  written-
down value amounts to 76.8 per cent of the original cost of
block in the 9th year and 72.8 per cent in the 8th year.)

15.2.3.4. Having cstimated the average year of installa-
tion, it is now necessary to establish the index for rise in prices
sincc then. For this purpose the Federation has given figures
for 11 companies, all of which were established some 33 to
86 years prior to 1959. The index d
cannot be accepted as applicable to the industry as a whole
in view of the average year of installation as estimated in
the previous paragraph. In our view, ihe same index number
as was used for the Cement Industry can as well be applied to
this industry as it had been stated that the indices were de-
veloped with reference to gencral rise in the value of plant
and machinery. Assuming no further increase in the price of
plant and machinery afier the year 1959-60 (for which the index
is taken at 100), the index figure to convert the original cost
of plant and machinery installed in 1946 to its present replace-
ment value would be 204.
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15.2.3.5. Thus, for the plant and machinery existing in
1955, the requirement of rchabilitation upto the year 1967
may be calculated as under—

Rs. in
crores
1. (a) Original cost of plant (existing in 1955) . . . 175
(b) Cost of replacement according to the index figure for 357
1946 (average year of installation of thc above
machinery).
II, (a) Life expiring by the end of the year 1967—21 years— 229
accumulated depreciation for 21 years at 15% per
anum on the written-down value including interest
at 2% per annum (after tax).
(b) Residual or written-down value . . . . . 6
(c) Tax concession on development rebate at 109 avail- 36
able when replacement is carried out. _—
(d) Total fund available . : A . . . 271
I11. (a) 1 (b)-—I1 (d) ] A . . . 86
(b) Proportion allocable to life remaining after 1967—4 14
years (25-21)*. —_—
(c) Balance for which allowance for rehabilitation can be 72

claimed—I1I (a)—IIi(b).

*Averagelife of plant and machinery taken at 25 years.

The aboveisin respect of 82 per cent of the industry. Therefore
for the industry as a whole thec amount may be stated at around
Rs. 88 crores. As regards assets acquired after 1955 it can be
shown, using appropriate index numbcrs, that no allowance
for rehabilitation would be necessary upto 1967.

15.2.3.6. It will not be proper, however, to load the
backlog of rehabilitation to the extent of Rs. 88 crores on the
price of yarn and fabrics for a limited period of five years.
Distributing it over ten years, the net annual amount required
works out to about Rs. 8.8 crores. The capital employed for
the 294 companics has been worked out by the Federation at
Rs. 328 crores, including about Rs. 155 crores of net fixed
assets for the year 1959, It was observed from the data fur-
nished by the Federation that the average increase of the net
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fixed assets for these units was about Rs. 12.5 crores per an-
num. On this basis, and taking note of the fact that the net
fixed assets at the end of 1959 amounted to Rs. 166 crores, the
average net fixed assets for the years 1963 to 1967 would work
out to Rs. 235 crores. The working capital will proportionately
rise with the cost of production and takinga 10 per cent rise
the average working capital for the years 1963 to 1967 may
be taken at Rs. 190 crores. Thus, the capital employed will
be Rs. 425 crores for 294 companies representing 82 per cent
of the industry. For the industry as a whole, the capital em-
ployed may be reckoned at Rs. 518 crores. We have provided
the element for rehabilitation at 2 per cent of the capital
employed, the quantum per annum being about Rs. 10.4
crores, which should cover the rehabilitation requirements
as shown above as also a proportion of tax element to be paid
thereon. Further, we have not taken into account the tax
concession on development rebate on expansion as  distin-
guished from replacements.  Since the ultimate beneficiaries
of rehabilitation are the sharcholders, we consider it would
not be fair to load the entire tax element in the price, The
above clement works out on the average to about nP. 1 per
rupec of net ex-mill price of yarn and about nP. 1.25 per rupee
of net ex-mill price of all fabrics. We recommend that these
amounts /ess tax should be utilised only for purposecs for which
they are allowed, namely, for rehabilitation, thatis replace-
ment of worn-out assets and not for distribution as dividends
or bonus to labour. So long as price control continues, the
units in the industry should show the carmarked provision
on account of rehabilitation properly in their accounts and
satisfy the control authorities chat the amounts are being used
only for purposes for which they are intended.



CHAPTER XVI

PRICE FIXATION AND ESCALATION

16.1. In Chapter XIV we have dealt with the works cost
for the costed period and developed the estimated costs of
conversion for the future of the various kinds of yarn and
fabrics. In Chapter XV we have discussed the quantum of
return on capital employed including an allowance for re-
habilitation. Taking into acrount the appropriate ruling price
of cotton, the prices of practically all varieties of yarn and
fabrics can be fixed. Only for carded yarns above 80s, combed
yarns above 100s and also certain varieties of finished fabrics
such as organdie, anti-crease etc., which the costed units did
not produce, could no provision be made in our schedules
and the price control authorities may have to make an ad
hoc assessment.

16.2.1. Though we are required to examine and report
on the fair prices for all types of cotton yarn and fabrics
it is not practicable to fix specific prices for the innvmerable
varietias of fabrics produed. We have drawn attention to this
in paragraphs 1.2.2, 13.5 and 13.6 and briefly recapitulate the
basis of our price fixation.

16.2.2. At the last inquiry by the Tariff Board in 1948,
16 units (11 composite and 5 spinning) were selected for cost-
ing. Costs were tabulated for 40 different counts of yarn which
included 12 key counts and 102 varieties of cloth. The final
estimates were made for 12 key counts of yarn and 43 varieties
of grey cloth for calculating fair realisation multipliers. The
Tariff Board indicated the method of adjustment of prices
consequent on changes in cost of production. For this purpose
the cost of cotton was separated from manufacturing
expenses as raw cotton prices were considered more susceptible
to changes than conversion charges. For purposes of continu-
ity we bave made a similar approach, the number of units
selected for costing is larger (43) and our coverage of varie-
ties of counts of yarn and types of cloth is also wider. The
price schedules evolved by us would cover practically all counts
of yarn as indicated. The schedules for cloth would also cover
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all textile groups in the grey stage. Additional data have been
suggested for fixing rates for further processing costs, such as,
bleaching, dyeing, mercerising, ctc. The schedules cnable
separate evaluation of raw cotton costs in the price structure
of yarn and cloth so that variations in the raw material costs
can be properly provided for in the yarn and cloth prices
from time to time.

16.2.3. Cotton.---As regards cotton, the Tariff Boaird
admitted for the actual period the cost of the material deli-
vered at the mills’ godown inclusive of freight and other
incidenta! charges. For subsequent changes in cost the board
recommended that the replacement cost of raw cotton should
be taken at the average of cotton prices prevailing in the
Bombay market during the first week of the month preceding
the quarter. In the present inquiry also the position continues
to be similar, since for the actual period the mills supplied us
with only aggregate costs of cotton delivered at mill premises
without properly distinguishing the cotton price, freight and
handling charges. Major freight changes have been made by
railways only recently and are unlikely to have an incidence
comparable to fluctuations in cotton prices.

16.2.4. The important element in the price of yarn or
fabric corresponding to the cost of cotton has, of necessity,
to be determined from time to time on the basis of ruling
prices. Apart from this, the neccessity of segregating this
element in the price of yarn or of fabrics arises from various
other reasons. For example, in our classification of cotton
mixes according to maximum spinnability no predominantly
foreign mix could be included for counts up to 42s. But
a unit may spin yarn of 42s from foreign cotton mixes for
the sake of quality. Some of the spinning units actually
represented that their yarn commanded a premium in the
market because of the fact that they used varieties of cotton
superior to those used by average spinning units. Similarly,
some of the composite units also represented that their fabrics
commanded a premium due to their reputation of producing
quality fabrics only; and one of the factors for such quality
can be the use of superior cotton. Hence, the element in price
representing the consumption of cotton should be provided
separately so that it will be easy for the price control authorities
to amend it suitably when cotton prices fluctuate and for this
purpose we have prepared a schedule showing the net input
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of cotton for the various counts of yarn. To cover the ordinary
cases we have shown the base prices which arc to be revised
according io fluctuations in the market prices of raw cotton.

16.2.5. Conversion charges.---In view of the innumcrable
varietics of fabrics that arc manufacturcd, the only possible
method of price fixation is to provide a set of schedules
representing price elements corresponding to the different
characteristics in regard to use of yarn or construction or
processes through which the yarn or fabric has to pass. By
assembling them together in the appropriate manner the price
of any count of yarn or varicty of fabric can be worked out.
In framing the schedules we have taken note of the facts
that certain charges have to be calculated either as a flat rate
per lb. or as a rate per lb. varying with the counts of yarn
while other charges have been reckoned as a rate per pick
varying with the width of the loom and the complexity of
the weaving. We have grouped separately such charges as very
with the weight of yarn and those which vary with the num-
ber of picks.

16.2.6. Before deciding on the format of price schedules,
we considered the advantage of presenting them in the form
adopted by the Tariff Board. They adopted as a basis the
realisation multipliers which had been fixed earlier by the
Textile Control Board (reproduced in Appendix VIII
to the Tariff Board’s Report, 1948) but substituted the realisa-
tion multipliers for fabrics falling under Groups I to XIII
by the fair prices worked out by them. These realisation
multipliers show the prices corresponding to 1 1b.of yarn woven
into a 36" wide cloth and provide for adjustments on the
basis of average count. To present the schedule of fair prices
in the form adopted by the late Textile Control Board, one
has to calculate the changes in the fair prices with respect
to the average count of the base fabric within a group, the
assumption being that unless the average count varies, the
prices are not likely to vary. To calculate such rates one has
to calculate the costs of fabrics for all possible structures which
can be obtained by permutations and combinations of the
permissible counts of warp and weft yarns respectively within
the group, as also all possible variations in reeds and
picks which may affect the average count of the fabric. But
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before attempting such a task we found that even without
altering the average count of the fabric within a group the fair
prices as worked out by us gave different results by a mere
inter-change of warp and weft counts in a square construc-
tion. According to the Board’s formula, the price per 1b. of yarn
woven into a cloth of 60" width would be the same as the
price per Ib. of yarn woven into a fabric of similar cons-
truction in respect of warp of weft yarn, needs and picks,
but with a width of 30”. We, however, found that the costs
would vary with the width of the fabric. We also found that
the usual unit for calculating the weaving charges of any fabric
was the linear measure. Accordingly, it would be more con-
venient and suitable for the ultimate purpose of fixing different
prices for different fabrics if the schedules were prepared in the
manner stated in the previous paragraph. The schedules
prepared by us are such that it will be easy to calculate the
price according to the specifications of the fabric, group-wise.
The prices should be worked out as a rate per yard/metre.

16.3. Rebate on seconds. It is not possible to produce
continuously good quality fabrics and some quantities of
seconds, two-part picces, rags and fents are always produced
along with standard quality fabrics. According to trade
practice, mills allow certain rebates on selling prices of the
above categories. The prices of the standard products have
therefore, to be fixed at such a level that even after allowing
for the rebates on the sale of seconds, etc., the net realisation
should cover the fair prices which have been worked out by
us as the avcrage for all products. After taking into account the
proportion on which such rebates had been allowed by the
different units during the costed period, we consider that the
following percentages added to the fair prices of different
categories of fabrics should be sufficient to cover the rebates
allowed by a unit :

(i) On grey cloth . . 1.75 per cent.
(ii) On processed cloth other than printed sorts  2.75 per cent.
(iii) On printed sorts . . . . . 3.75 per cent.

16.4. Before finalising the schedules and the formulae
their results have been checked by working out the proposed
prices for the various categories of yarn and cloth and com-
paring them with the costs of production for individual units
and their selling prices. A few illustrations are given in para-
graph 16.7.
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16.5. Price Schedules

16.5.1. Having discussed the bases on which price
schedules can be framed, we append at the end of the chapter
three schedules (with specifications required and appropriate
tables) for fixation of prices. These are—

Schedule A—Grey and processed yarn for sale with
Tables Al to Al4.

Schedule B—Grey uncalendered fabrics *with Tables
Bl to B17.

Schedule C—-Processed fabrics with Tables C18 to C29.

The method of application of the schedules is illustrated later.
These schedules could remain effective for a period of five
years, that is, up to 31st December, 1967.

16.5.2. It will be noticed that though the price schedules
provide for formulae for calculating the fair price of a kg.
of yarn or a metre of fabric, the attached tables give the price
elements as rates per 1b, or yard. It might appear an anachro-
nism to have calculated the price elements in the tables in
the British system of measures while the Government have
adopted the metric sytem. In the case of textile industry,
however, even in the latest ‘Hand Book of Textile Control
Orders’ corrected up to 31st December 1960, the British system
of counts has not been converted into ‘Texcounts’ (i.e.,
number of grams per kilometre) nor the requirements of picks,
etc., have been converted into metric measures. When such
conversion takes place, considerable changes in grouping
of fabrics are bound to occur; for example, the busic warp
and weft counts for the present Group XI fabrics are 60s
and 80s respectively; in the ‘Tex’ counts they would become
9.8 and 7.4 and 1t is unlikely that in future the groups would
be described by such fractional numbers. Further, payment
of piece wages to the weavers is still linked up with the yard
as unit of measure. This obtains even in the latest labour
awards. So long as the British system of counts continues

*Grey uncalendered fabrics include fabrics which are woven with
leached/mercerised or coloured yarn but are not processed further.

11~16 T.C, Bom. /66
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to be used, it would be easier to compute the weights and
lengths in pounds and yards. We have not therefore converted
the tables attached to the Schedules to the metric system.
16.6. We rccommend that the prices determined according
to the schedules should be deemed to be ceilings for the rele-
vant varieties of cotton yarn and fabrics. We have referred
earlier to the various categories whose prices cannot be fixed
under our schedules. Firstly, categorics of industrial yarn and
fabiics are outside the scope of our inquiry. Next, we have
categories where some clement of raw materials (e.g., silk
or rayon admixture) or a special production process (such
as resin finish) which has not been costed is employed. We
have also not costed yarn of counts above 80s in carded
varieties and above 100s in combed varieties. In such cases
the producer must establish to the satisfaction of the price
fixing authority the circumstances in which a higher price
is justified. We do not suggest that any proportion of the
production of a unit should be left outside price control.

16.7. The prices recommended are only the net ex-mill
prices, that is, the prices to be retained by the producers.
In the following tables A and B, we have worked out the
prices of several varieties of yarn and fabrics made by the
different units in accordance with the appropriate price
schedules and compared them with the respective net selling
prices. The prices worked out in these statements also illustrate
how the schedules should be applied to fix the prices of different
articles. It will be seen that so far as yarn prices are concerned,
the current voluntarily controlled prices up to 42 counts appe-
ar to have anticipated all possible increases in the processing
charges during the next five years, excluding fluctuations in
cotton prices. The current prices of yarn over 42s appear to
be excessive in relation to costs. In regard to some selected
fabrics in table B it will be seen that present selling prices
are higher than under our formula with no adjustment for
cotton prices. A further table C is attached which shows the
proportion of elements of costs/prices of yarn/fabrics (up to
grey stage) on an overall basis.
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TaBLE A

1. Comparison of fair selling prices with current prices of grey
coned|cheesed yarn

(nP, per 1b.)
Single Yarn
Count Cotton Other

(vide charges Fair Current

Tables (Vide Tables sclling selling

A &A-) A& A-,) price price
Indian 10 111.21 59.72 170.93 1929
12 111.21 62.41 173.62 200.1
14 111.21 66.04 177.25 209.7
16 121.96 69.98 191.94 225.5
18 121.96 73.54 195.50 233.9
20 121.96 77.07 199.03 236.0
21 121.96 79.28 201.24 238.7
22 121.96 81.48 203.44 241.6
24 121.96 86.85 208.81 253.2
26 132.38 92.21 224.59 265-5
28 132.38 97.59 229.97 274.8
30 132.38 102.96 235.34 280.0
32 132.38 108.32 240.70 287.8
36 140.72 119.06 259.78 304.5
40 140.72 129.78 270.50 317.5
42 140.72 134.96 275.68 332.5
44 166.32 140.13 306.45 428.0
50 166.32 155.66 321.98 458.0
Indian 60 Carded 166.32 181.49 347.81 514.0
Indian 60 Combed 177.84 206.38 384.22 564.0
Foreign 60 Carded 252.48 181.49 433.97 549.0
Forecign 80 Carded 264.00 239.00 503.00 778.5

Foreign 80 Combed 328.63 263.90 592.53 838.5
Foreign 100 Combed 328.63 330.98 659 .61 995.5




154

. o¢-vie 60- 1L 1Z-£€l 0-LE2 9¢-L1T 86 ¥8 ge-T¢e1 : ) )
T-LST 01-92¢ 8€-£01 TL-TTU Lyt 8v-10T 5-6L 96121 ‘ : ’
v §6-L1T €7-£6 LT I-€1T CEt-S61 9¢t-€L 96-1C1 . ) )
T 9¢-#1T ¥9-16 L. T-01T €L-T61 LL-0L 96-1T1 - . :
§-8¢C LL-01T $0-88 Lt $ L0T ¥I-061 81-89 96-1Z1 ’ : :
*t LE-90T €9-€8 LT v-S07 96-S81 00-+9 96-1T1 : ) .
. 96:- 10  vT-6L - 0-£07 99-181 0L-6§ 96-1T1 : : .
[4FAL4 ££-981 1448 74 68 111 T L8] £L-991 (435 %3 12- 111 : : :
"t €0-281 $1-0L 68-111 9-LL1 eb-791 (448 ¢Y 12-T11 : : *
b-s61 61-LL1 0¢-£9 68-111 7-0L1 78-861 19-Ly IC- 111 ’ : )

9%
vT
[44
Iz
0z
81
91
4
u

01

(8-v (9-v
¥ LV v ® ¢V v
S3[qeL B €V SIQBL ¥ I-V
11y 21 apig)  sIqEL d1g 31y ap1A) SalqeL
suijog  Suyjeg 8a8xeyd  apL4) Burjjog  Suyjeg  sediryo ap1A)
jLICTRg ) neq 10 u0310) mun) Jieg 9910 uo0310D

jano)
pa[@d Iqnog P3[Y d3uig

((qtad g9
wind pajaai-A243 fo sao14d juaand ynm sao1ad Suyas 4nf fo uostpduwio) g

Vv d1av]



155

<6101
. & LS8
S-L6L
0-79§
0-LLS
0-LIS
0-1L%
0-1¥v
S-Sve
§-LT¢

0-L8T

T9-¢SL
19-699
£5-6LS
yT-T6¥
1¢-Tvb
$5- S0P
€7-0L¢
68- 8Pt
£6-SIE
bL-80€
L1-76T
LL-192
76-65T
#0-7§2

16-¥TY
06-8£¢E
L8-Eit
81-8¢C
12-€92
81-8¢T
98-70T
7$-181
£€- Ll
bI-191
LS-051
9¢<-#El
IL-9tl
€881

1L-0tE
IL-0tE
99-59T
90-¥5T
00-6L1
LE-L91
LE-L91
LE-L91
09-1#1
09-1¥1
09-1%1
1T- €1
1T €€l
1€- g€l

$-LE6
£-88L
$-8TL
0-£0$
0-0Z¢
0-0Lv
0-0Ty
0-06€
$-v6Z
$-T8L
s-TLL
8-$5C
0-8¥C
8-I¢

€L-099
LL-€6S
$Z-vos
0-Sev
67-§8¢
88-8P¢
€6-61€
0L-70¢
£€-1LT
09-€92
828 414
1€ $£T
by-8TC
€8-TT

01-Ttt
$1-€92
$Z-0vT
9¢-Z81
St L0T
9¢-78%
19-£51
8€-9¢1
£9-0t1
88-471
69-€11
£6-101
90-96
sv-06

£9-8¢¢t
£9-8tt
00-¥92
8¥-T$T
$8-LLY
T€-991
TE-991
€991
wL-or1
TL-OP1
Lot
8€- Tl
8¢- L1
8¢-2€1

* pequoDd 001 uBeI0

.

paquio)
popIE)
papIED
paquIio)
pape)

08 usiog
08 usiaiog
09 usaioy
09 ueipuj
09 uerpul
129
144
r44
oy
9¢
[43
(113
8T



156
TABLE B

Comparison of fair ex-mill selling prices of selected fabrics

(nP. per yard)
Company’s Fair
Sl. Gradation Description of fabric selling  ex-mill
No. of fabric price  selling,
(ex~ price
excise)
I Coarse Tussore-—Dyed and finished . .. 87.64
2 Drill—Grey uncalendered . 90.00  79.93
3 Medium-A Saree—Grey calendered . 82.00 75.08
4 Shirting—(Checked) bledchcd
mercerised and finished . 106.00 117.35
5 Sateen—Bleached, rncrcerxscd ‘
and finished L 232.00 200.54
6 Gaberdine—Bleached, mercenscd
and finished . 4 . . 235.00 208.04
7 Poplin—Bleached, mercerised,
soaped, dyed and finished . 128.00 120.60
8 Mull—Blcached and finished
(uncalendered) ’ . 53.00 60.87
9 Medium-B TLongcloth—Bleached and ﬁmshed
(not stentercd) ] . 61.00 57.84
10 Suci—Bleached and finished (not
stentered) . 118.00 105.12
It Drill—Bleached, dyed and ﬁmshed 109.00 98.37
12 Sheeting—Grey uncalendered . 107.00 105.97

13 Superfine  Dhotie—Bleached, mercerised
and finished (stentered and

uncalendered) . . .. 155.00 123.58%
14 Madapalam—Bleached, mer-

cerised and finished (stentered

and uncalendered) . . . 157.00 116.6%
15 Voil—Bleached, mercerised,

soaped, dyed and finished . 143.00 96.49

(i) Summary calculations under broad headings are shown in
annexure 1 to this table.

*(ii) As an example, detailed calculations are also shown for the
item No. 13 above in annexure 2 to this table.
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Annexure 2 to Table B
Statement showing the application of the price formula

(Item 13 of Table B refers)

A. Specifications 1 (As per Schedules B &C)

Description  Dhotie—Bleached, mercerised
of Fabric * and finished (stentered)

1.1. (i)(b) Grey folded . . . . 2/80's 92 ends
(h) Coloured folded(*) . . . 2/80’s 24 ends
Coloured folded(**) . . . 2/80%s 40 ends
(ii) Grey single . . 80's 4224 ends
(v) Vat dyes—medium(*) and dark (“)
1,2.())(h) Coloured folded ‘L . 5 . 2/80s 80 picks
per pair
(v) Vat—dark
(ii) (a) Grey single 1 ; ; . 1/120%s 80 picks
per inch

(NoTte.— All yarn is combed)
2, 53.50°

3.1. 80 ends per inch
3.2. Not double drawn
4.1 80 picks per inch
4.2. No

5.1. 10 yds. (per pair)
5.2.(a) 10 yds. (per pair)
5.3. 1 inch

5.4, 0.028 yds.

6. 13%—light on item 1.1. (ii) only—i.e. , 12.1%; overall
7. Weight of warp yarn per yard in lbs*

92x10 920
_— = —_— = .00274
40 x840 %10 3,36,000
24 %10 240
_ - —_——— = 0007
40 x840 x 10 3,36,000
40 x10 400
= —ee = .00119

40 x840 x10 3,36,000
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4224 x10 42240

= ——m—— = 06286
80 x 840 x 10 6,72,000

8. Weight of weft yarn per yard \—
8.1. Weight of yarn for headings proportionate per yard

82

10.1.
10.2.
10.6.
10.7.
10.8.

10.9,
10.10.

14.

15.

80 x53.50 .
= .0003s
40 x 36 x 840 x 10
80 x53.50 (10—0.028)
P —_—— = 04234
120 x 840 10
Total weight (74-8.1-1-8.2) = .11019

1.46%
Plain weave

2 ends per dent

1 to 8 jacks for cumber board work

'Less than 5/8”° width, without patcha.

10 yds. per pair with not more than cight shuttle changes pel
heading.

No

No

(a) To be sold as a blached, mercerised and finished sort
(b) Yes

(h) Finishing process includes hot air stentering and not
calendering.

(i) Finished length . . . 10 yds.
(ii) Finished weight . . . 1.1 lbs.
(iii) Yardagce per 1b. . . .=1+0.11019
.=9.0752 yds.
(v) Finished weight per yard . =0.11 lbs.
. (vii) One

Notes.1 —(1) In this case the specifications have been obtained per

pair.

(2) In this particular instance, the unit concerned issued warp yarn
of tape length 10 yds. for a pair of dhoties. The exact length cither at
the loomstage or at the finished stage was not measured but was taken
as 10 yds, per pair.
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B. Price Elements :3(As per schedules B & C)

I. (a) Price element varying with weight of warp yarn;—

Bl B2 nP./yd..
(i) .00274 x (351.58 -}:;6-0_-(_)-6) 1.95
B-1 B-2 B-3 B-5
(ii) 00071 > (351.5_8 +360.06+32.76-+135.00) = 0.62.
B-1 B-2 B-3 B-5
(i) 00119 x (351.58 +360.06-{-32.76 +247.00) = 1.18
B-1 B-2
(iv) -06286 x (349.73--291-00) = 40.28
B-7
(v) .06750 R&;xlz.l%) = 0.57
®) Total . . . .. . . T a0
H. Piice clement varying with weight of weft yarnt—
B-] B-5 B-8 B-9
(a)(i) 00035 (351.58 +247.00+357.0533.18 =  0.35
B-1 B-8
(i) 04234 % (349.73 x329.11) = 28.74
O Toal . . . . . . . 90
t1l. Pricc elcment varying with number of picks1—
Tables B-10 B-11 B-13 B-14 B-15 B-16 80
- — = 34.24

- - —— X
Price ele- (3,82 1.0.14--0.07--0.144-0.07-1-0.04) 10
menls

V1l. (a) Price clement for processing) —

nP./lb.
Bleaching-—C-18 (iii) . . . 37.00
Mercerising—C-19(iii) . . . 29.00
Finishing—C-29(i) . . . . 25.00

91.00

(b) (91.00)+(9.0752) . . . . . 10.03
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X. Fair ex-mill selling pricet—

I(b) . . . . . . .. 44.60
II(b). . . . . . . . 29.09

uar . . . . . . . .. 34.24
VII(b) . . . . . . . 10.03
117-96

(.11x21.00) i.e., item 15(v) x 21 = 2.31
120.27

Per yard—(120.27) x(1.0275) . . . .. =123.58
Per metre (123.58) x(1.094) . . . .. =135.20

TABLE C

Elements of cost-wise break-down of cost price of yarn
fabric up to grey stage

Yarn Fabric
Element
Cost Price Cost Price
% % % % % %
.Cotton . . .. ©67-83 1 65-96 .. 4715 45-88

Wages and salaries 60-5 19:46 20-60 65-94 34-85 35-69
Power and fuel . 10-82 3-48 3:68 9-13 4-83 4-94

Stores . . 11464 375 3.96 1295 6:84 7-01
Depreciation - 10-10 325 3:44 651 3.44 3.52
Others . . 694 223 2.36 547 289 2-96

ToraL . 100-00 100-00 100-00 100-00 100-00 100-00

16.8.1. Some method of escalation is essential for adjust-
ment of future prices to cover changes in variable items
of cost of production. We have considered it
16.8 Escalation advisable to treat raw cotton costs indepen-
dently of conversion coats as the two do not
vary in unison. As regards variation in costs of raw cotton
as in the past, we recommend that there should be quarterly
revision of prices on the basis of changes in raw cotton prices.
Price changes should be effected for a deviation of not less
than 5 per cent in the price of raw cotton based on quotations
.in the Bombay market during the first week of the month
preceding the quarter.
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16.8.2. The price element corresponding to cotton cost
has been worked out on the basis of the costed period which,
by and large, covered the cotton year 1960-61. For fixing the
price initially the price control authorities should adjust
suitably the price element for cotton, taking into account
the index of rise or fall in the cotton prices of the appropriate-
grades since the base year 1960-61.

16.8.3. Conversion charges comprise important items
like labour, freight, fuel, powecr and stores. The Federation
has suggested that even these items should be adjusted
periodically irrespective of the degree of change in their costs.
They have gone further and asked for inclusion of vaiiations
in local charges like sales tax, octroi, electricity duty, etc.
In principle, escalation can apply only to such items as have
universal coverage. There can only be a suitable contingency
allowance for such items where future rise cannot be properly
estimated and this we have duly provided. We are not therefore
inclined to accept their view as the ilems mentioned by the
Federation may not be susceptible to such frequent changes
in their costs as raw cotton. Besides, the incidence of changes:
in the costs of these items on the total cost of the output
cannot be computed. Some of them may form only a small
proportion of the total cost of production while others may
be more significant. It would be necessary in the first instance
to determine the proportion of each of these items to the
processing cost and the total cost of the finished product.
The smaller the proportion the higher will be the variation
in their costs which should warrant a corresponding change
in the ultimate price through a scheme of escalation. There-
fore, we are of the view that a pre-determined rate of change
in the cost of these itemsis necessary for future changes.
in prices rather than a periodic revision as suggested by the
Federation. On this basis it is considered that in respect of
labour costs only statutory alterations or changes arising
from the implementation of wage board awards may have
an immediate effect on the ultimate price and have to be
provided for. Other variations in labour costs arising from
negotiated settlements in certain areas will have only a local
incidence and as such cannot be brought under escalation.
Stores items are so numerous and the impact of price
changes for individual items so indefinite in relation to textile
prices that they too cannot be fixed on an escalation basis, Since
in the structure of processing costs an allowance has been
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‘included for contingencies, no further escalation for rise in
cost of stores, power and fuel, etc., is justified. In respect
of any statutory increasec or decrease in wages of the textile
workers referred to above, we rccommend that for each
increase or decrease in wages, including dear food allowance,
by Re. 1 per head per month the pricz element corresponding
to conversion charges of yarn for sale should be increased or
decreased by 0.40 per cent. The corresponding change in the
prize element for conversion charges of a fabric should bc
0.35 per cent. The implementation of escalation should be
limited to variations amounting to a minimum of nP. 1
fractions of a naya paisa being ignored.

16.9. As explained carlier, where a producer normally
uses superior varieties of cotton specifically to impart better
quality into his products, the price element corresponding
to cotton should be suitably amended by the price control
authorities after satisfying themselves about the necessity for
use of such superior mixes. The mode in which such adjust-
ments should be worked out has been given in schedule A
for sale yarn. The same criterion should be applied in respect
of yarn produced and used by the composite units,

16.10. Retail prices.. The spread bctween the net ex-mill
prices and ultimate retail prices may now be discussed. In
-Chapter X1 we have referred to the demand that the present
margin of 18 per cent over ex-mill prices is inadequate and
is likely to leave little for the retailer on whom lies the obliga-
tion to sell within the ceiling price to the consumer. It has
been contended that after all the other intermediaries in the
trade have had their share the retailer’s remuneration gets
cut down to the point of laying a severe strain on his honesty.
We have considered the whole question and are of the view
that though we are not fixing ‘specific margins’ for wholesalers
and semi-wholesalers, their share and that of other interme-
diaries like brokers, commission agents, etc., should not
aggregate to more than 8 per cent. This will, therefore, leave
a margin of 10 per cent for the retailer who, if effective control
measures and co-operation of industry are forthcoming
will be able to get this margin. In the present context of hold-
ing the price line, the most vulnerable part is the distribution
chain and it has to be tightened if the interests of consumers
are to be safe guarded. In the circumstances, we recommend
that the margin of 18 per cent (which includes freight charges)
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-on ex-mill prices of cloth so far applied under the system of
voluntary control need not be revised. As regards sales of
yarn for which no margins have been fixed at present, except
in certain regions for supply to handlooms and co-operatives
we consider some ceiling on the margin is necessary to protect
the handloom weavers if not to help the rest of the decentralised
sector which does not stand in the same need. A maximum
of one and a half per cent on ex-mill prices of yarn for sale
plus actual freight to the main consuming centres would be
adequate and we recommend that such a margin be fixed.

16.11. Having regard to our observation in paragraph
13.11 we have also tried to assess the effect of the application
of our schedules on prices of yarns and fabrics now prevailing
under the voluntary regulation scheme. By and large, the
prices will work out lower than the prevailing ex-mill prices.
Even in the case of yarn for sale up to 42 counts, making
allowance for rise in the ceiling prices of cotton (which
Government have declared should not affect the return to the
industry), the rise in prices may be marginal for some varieties.
As regards consumer price, since we have suggested freezing
of the present level of margins in retail price of fabrics and
fixation of a narrow margin for yarn prices the consumer
would not, in our view, be subjected to the incidence of a
price increase.

PRICE . SCHEDULES
Contents
(1) For determining the fair ex-mill selling prices of yarn :
(a) Schedule A including specification

(b) Tables A-1 to A-14

:(2) For determining the fair ex-mill selling prices of grey:
uncalendered fabrics:

(a) Schedule B
(b) Specifications referred to in schedule B (1 to 11)
(¢) Tables B-1 to B-17

(3) For determining the fair ex-mill selling prices of grey
calendered and other finished fabrics:

(a) Schedule C
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(b) Specifications referred to in schedule C (12 to 15
(c) Tables C-18 to C-29.
Note:—(i) The final fair ex-mill selling prices should be rounded

off to the next higher nP.

(ii) The serial numbers of specifications, formulae and tables of
schedules B and C are consecutive,

(iii) Nos. prefixed with ‘Arabic numerals refer to specifications.

(iv) Nos. prefixed with capital Roman numerals refer to formulace
in schedules.

(v) Nos. prefixed with capital alphabets refer to tables,

(vi) In tables where price elements for folded yarn and dosuti
weft are not specifically shown or where specific instructions are not
given in this behalf, the price element corresponding to the resultant
count should be taken,

(vii) For counts not shown inthetables appropriate interpolation
or extrapolation should be resorted to.

SCHEDULE ‘A’

Schedule for calculating the fair ex-mill selling price of various
kinds and counts of coti%:z yarn for sale (excluding excise
ty).

Specifications : For fixing the fair ex-mill selling price
of any kind of yarn, the following items of specifications
should be furnished:—

1. (a) Count of yarn;
(b) Single or double;
(c) In hanks or in cones.

2. (a) Whether the yarn is spun from carded or combed
cotton;

(b) For carded yarn of counts 43’s to 60’s whether a
predominantly foreign mix has been used or not.

3. Whether the yarn is for making hosiery goods.

4. Where the yarn is not to be marketed in grey stage,
the processes which have been applied. If it is dyed yarn,
the breoad group of dyes used such as vats, naphthols, sulphur,
gtc. as well as the shade of colour such as light, medium and

ark,
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Formulae.—To calculate the price per kg. of yarn, the
price elements for cotton and processing charges applicable
to the specifications of the yarn should be collected from the
appropriate tables attached, and applied in the manner indi-
cated in the following formulae:—

I.  For reeled yarn (single carded)
(A1+A5+A9) x 2-2046

II. For reeled yarn (double carded)
(A3+AT+AY) x 2-2046

IiI. For reeled yarn (single combed)
(A2+A6+A9) x 2-2046

IV. For reeled yarn (double combed)
(A4+A8+A9) x 2:2046

V. For coned yarn (single carded)
(A14+A10+A14) x 2-2046

VI. For coned yarn (double carded)
(A3+Al12+A14) x 2-2046

VII. For coned yarn (single combed)
(A2+ALl14+A14) x 2:2046

VIII. For coned yarn (double combed)
(Ad4+A13+A14) x 2-2046

IX. For hosiery yarn—
Add nP. 22 per kg. to the appropriate formulae I to VIII above.

Notes—1. For grey yarn all references to the tables A9 and Al4
in the above formulae should be ignored. For yarn which has undergone
more than one process indicated in tables A9 or A14 the appropriate
elements in these tables should be totalled before incorporation in the
relevant formulae.

2. (a) For variations in cotton prices the figures in tables Al,
A2, A3 and A4, which represent price elements for cotton in yarn
corresponding to the base year 1960-61 should be proportionately in-
creased or decreased by the price control authorities taking into account
the generalrise or fallin prices of cotton subsequent to the base year.

(b) If a producer, for reasons of quality normally uses superior
varieties of cotton, the cost of which together with 3.5% (return) thereon
exceeds the price element for the appropriate count group (as modified
from time to time) by 109, the price control authorities may at their
discretion allow an appropriate increase in the price element for.cotton,
In such cascs for the purpose of ascertaining the cost to the producer,
the net quantitics shown 1in tables Al to A4 should be taken. Similarly,
if a producer for reasons of quality normally uses predominantly foreign
cotton mixes to spin carded yarn of less than 43’s or combed yarn of
less than 61’s the price control authorities may at their discretion
allow the appropriate foreign cotton price after thev have satisfied
themselves about the genuineness of the claim. v

12—16 T. C. Bom./66 ’ --



168
List of Tables

(1) Table of price element for cotton

Single  Double
A-1 A-3
A2 A-4

(2) Table of price element for all other charges (excluding yarn
processing) for recled yarn—

Carded .
Combed

Single  Double
. . . . A-5 A-7
Combed . . . . . . A-6 A-8

(3) Table A-9—Price element corresponding to processing charges
of yarn in hanks.

Carded . .

(4) Table of price element for all other charges (excluding yarn
processing) for coned/ckeesed yarn,

Single Double
b r 4 . A-10 A-12
. A-11 A-13

(5) Table A-14—Price element corresponding to processing charges
of yarn in cones/cheeses.

Carded -
Combed . .

Price element corresponding to the cost of cotton (base year
1960/61 prices) included in yarn for sale

Net Total
quantity price
of element
—_ cotton for
per cotton
Ib. in yarn

of yarn nP. perib.

A-1. Carded single yarn|reeled/coned|cheesed—

(i) 8°s—14’s (Indian mix) .

(ii) 15's—24’s (Indian mix) .

(iii) 25's—32’s (Indian mix) .
(iv) 33’s—42's (Indian mix)

.. 1148 11121
. . 1119 12196
.+ 1119 132-38

1119 140-72
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Net Total
quantity price
of element
cotton for
per cotton
1b. in yarn
of yarn nP. per 1b.
(v) (a) 43°’s—60’s (Indian mix) . 1-109 166-32
(b) 43’s—60’s* . . 1-119 252-48
(vi) 61’'s and above* 1-109 264-00
A-2. Combed single yarn/recledconed|cheesed—
(vii) 28’s—60’s (Indian mix) { . 1.216 177-84
(viii) 61's and a above* . : 1-265 328-63
A-3, Carded double yarn|reeled|coned|cheesed—
(i) 8's—14’s (Indian mix) 1-155 111-89
(ii) 15’s—24’s (Indian mix) . d 1126 122-72
(iii) 25’s—32’s (Indian mix) 1-126 13321
(iv) 33’s—42’s (Indian mix) 1-126 141-60
(v) (a) 43’s—60’s (Indian mix) 1-116 167-37
(b) 43°’s—60's* . . 1-126 25406
(vi) 61’s and above*® 1:116 26566
A-4. Combed double yarn/reeled/coned|cheesed—
(vii) 28’s—60"s (Indian mix) 1-224 179-00
(viii) 61's and above* 1-273 33071

*Predominantly foreign mix.
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TABLES A-5 To A-8

Table of price element for all other charges (excluding yarn
processing) for reeled yarn

(nP. perib.)
A-5 A-6 A7 A-8
Count Single Reeled Double Reeled
Yarn Combed Yarn Combed
Carded Carded
8 . . . . 44-48 .. 61-69
10 . . . . 4761 e 65-30
12 . . . : 51-22 .. 70-14
. . . . 558 . 7444
16 . . . . 5970 .. 79-24
18 . . . . 64:00 .. 83:65
20 . . . . 68-18 .. 88-05
22 . . . . 73:36 . 95-23
24 . . . . 79:52 .. 103-38
26 . . . . 84-98 . 111-09 .
28 . . . . 90-45 103-37 118-83 131-81
30 . . . . 9606 109-94 126-71 140-65
32 . . . . 101-93 116-77 134-56 149-48
34 . . . . 10781 123-60 142-55 158-45
36 . . . . 113-69 130-92 150-57 167-88
38 . . . . 119.42 138:09 158-44 177-19
40 . . . . 12488 145:00 167-14 187-36
44 . . . . 136-38 157-44 181-52 20270
48 . . . . 14770 169-73  195-60  217-73
50 . . . . 153-61 176-10 202-86 225-16
60 . . . . 18256 207-45 238-18 263-21
64 . . . . 193-92 218-80 252-92 277-94
70 . . . . 211-54 236-44 275-42 300-44
80 . . . . 240-24 265-14 313-87  338-90
Y0 . . . . .. 298-62 .. 381-89

100 . . . . . 332-10 .. 424-91
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TABLE A-9
Table of price element correspondmg to processing charges
for yarn for sale in .
(nP. per 1b.)

Price
element
for
processed
yarn in
hanks
1. Bleaching charges . . . . . . . 35
2. Mercerising charges - . . . . - . 44
3. Dyeing charges—
A. Direct dye (Other than black) :
(i) Light shade : g i . . . 45
(ii) Medium shade . ; . . . . 52
(iii) Dark shade J 1 ! . . . 63
B. Vat dye (Other than black) :
(i) Light shade A ; ; i . . 96
(ii) Medium shade . - 5 . . . 132
(iii) Dark shade 3 . . . . . 243
(iv) Very dark shade. ! 4 . . . 320
C. Sulphur dye (Other than black) :
Dark shade . . . . . . . 73
D. Naphthol dye (Other than black) : '
(1) Upto 1% of weight of yarn . . . . 108
(ii) Over 1% and upto 2% of weight of yarn . 149
(iii) Over 2% of weight of yarn , . . . 192
E. Dark black :
(i) Direct dye . . . . . . . 87
(ii) Vatdye . . . . . . . 349
(iii) Sulphur dye . . . . . . 86

(iv) Naphthol dye - . . . . . 301
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TaBLES A-10 to A-13

Table of price element for all other charges (excluding yarn
processing) for conedfcheesed yarn

(nP. per 1b.)
A-10 A-11 A-12 A-13
Single yarn coned Double yarn coned
Count
Carded Combed Carded Combed
8. . . . 57-63 . 77-60 .
10 . . . . 59-72 . 80-64 .e
i2 . . . : 62-41 - 84-92 ..
14 . . . h 66-04 - 88-66
16 . . . . 69-98 e 93-14
18 . . . . 73-54 .o 97-12
20 . y . . 7707 .. i01-10
22 . . . . 81:48 e 107-63
24 . . . . 86-85 .. 115-11
26 . . . . 92-21 e 122-62 ..
28 . . . . 97-59 110-49 130-09 143-15
30 . . . . 102:96 11€-85 137-74 151-76
32 . . . . 108-32 123-16 145-37 160-36
34 . . . . 113-69 129-48 152-81 168-78
36 . . . . 119-06 136-30 160-26 177-67
38 . . . . 124-42 143-09 167-71 186-56
40 . . . . 129-78 149-88 176-13 19644
44 . . . . 140-13 161-20 189-91 21119
48 . . . . 150-47 172-49 203-66 225-91
S0 . . . . 155-66 178-14 210-56 233-28 -
60 . . . . 181-49 206-38 244-45 269 -41
64 . . . . 193-00 217-88 258-73 283-88
70 - . . . 210-26 235-15 280-14 305-27
80 . . . . 239-00 263-00 317-30 342-44
90 . . . . .. 29744 .. 383-70

100 . . . . .. 330-98 . 424-96
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TABLE A-14

Price element corresponding to processing charges for
cone[cheese yarn for sale

(nP. perld.)
Price

element
for pro-
gcussed
. y.m
ia cone/
chesve

1. Bleaching charges . . . . . . . 29

2. Dyeing charges—

A. Direct dye (Other than black) :

(i) Light shade . g ’ o . . . 3s
(ii) Medium shade . h ¢ , . . . 42
(iii) Dark shade . K f 3 . . . 53

B. Vat dye (Other than black) ;

(i) Light shade . ! 3 { 3 . . 86
(i) Medium shade . p s - . . . 122
(iii) Dark shade . 2 3 i . . . 233

C. Sulphur dye (Other than black) :
Dark shade . . . . . . . . 63
D. Naphthol dye (Other than black) :

(i) Upto 1% of weight of yarn . . . . . 98
(i) Over 1% and upto 2% of weight of yarn . . 139
(iii) Over 2% of weight of yarn . . . . 182

E. Dark black :

(i) Direct dye . . . . . . . 71
(ii) Vat dye . . . . . . . . 839
(iii) Sulphur dye . . . . . . . 76

(iv) Naphthol dye . . . . . . . 291
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SCHEDULE B

For calculating the fair price per metre for any sort of
grey uncalendered fabric, the particulars as laid down in
attached specifications should be applied to the appropriate
figures in the relevant tables and assembled in the following
manner:—

1. Price element varying with weight of warp yarn :

(a) For each kind and count of warp yarn used in the
fabric the corresponding weight per yard calculated in ac-
cordance with item 7 of the specifications should be multi-
plied by the sum of.corresponding price elements in tables
B-1, B-2, B-3, B4, B-5, B-6 and appropriate percentage of
table B-7 read with item 6 of specifications.

(b) After all the price elements corresponding to each
kind of warp yarn used’in the fabric have been calculated
in I(a) above they should be totalled.

I1. Price element varying with weight of weft yarn :

(a) For each kind and count of weft yarn used in the
fabric, the corresponding weight per yard calculated in accord-
ance with item 8.1 or 8.2 of the specifications should be

multiplied by the sum of corresponding price elements in
tables B-1, B-5, B-6, B-8 and B-9.

(b) After all the price elements corresponding to each
kind of weft yarn used in the fabric have been calculated
as in II(a) above they should be totalled.

IIY. Price element varying with No. of picks —

Multiply one-tenth of item 4.1 by the sum of the appro-
priate elements corresponding to the construction of the fabric
and the weaving particulars in the specifications from tables
B-10 to B-17.

. NoTe.—For terry _towe}s, calculate total price element correspon-
ding to costs varying with picks as above and add 35%, thereto.
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IV. Price element based on finished weight :

Mulitiply the finished wight per piece of grey fabric (item
11 by nP. 8.00 and divide the result by length of the piece
(item 5°1)

V. The price (excluding excise duty) . per metre of grey
l(mcalendered cloth= [I(b) + II(b) + II+IV] x (1.0175) x
1.094).

NoTes.l—. For variatons in cotton prices, the figures in table B-1
which represent the price elements corresponding to the base year
1960/61 should be proportionately increased or decreased at the discre-
tion of the price control authorities taking into account the general rise
or fall in prices subsequent to the basc year.

2. If a producer for reasons of quality normally uses superior
varieties of cotton, the cost of which together with 59, (return) thereon
exceeds the price element for the appropriate count group (as modi-
fied from time to time) by 10%, the price control authorities may at
their discretion allow an appropriate increase in the price element for
cotton. In such cases, for the purpose of ascertaining the cost to the
producer, the net quantities shown in table B-1 should be taken.
Similarly, if a producer for reasons of quality uses normally predomi-
nantly foreign cotton mixes to spin carded yarn less than 43's or combed
yarn less than 61’s, the price control authorities may at their discretion
allow the appropriate foreign cotton price after satisfying themselves
about the genuineness of the claim.

3. (a) Yarn counts less than 28's are generally not manufactured
from combed cotton. In case a producer for reasons of quality manu-
factures fabric from such yarn spun from combed cotton, the price
contro!l authorities may allow nP. 13 per lb. in addition to the price
element for the corresponding carded count as provided for in tables
B-2 and B-8.

(b) Increases, if any, in the cost of cotton should be considered
as in note 2 above.

SPECIFICATIONS REFERRED TO IN SCHEDULE ‘B’

(Grey uncalendered cloth includes fabrics woven with bleached
or coloured or mercerised yarn.)

For calculating the fair ex-mill selling price (excluding
excise duty) of grey uncalendered cloth manufactured by the
composite mills using yarn spun by themselves, the fol-
lowing data should be furnished.
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1.1. Details of kinds and counts of warp yarn and cor-
responding total number of ends :—

(i) For borders or selvedges—

(a) Grey single . . . Carded or combed, count and
total number of ends.

(b) Grey folded . . . Carded or combed, count and
total qumber of ends.

(c) Bleached single . . Carded or combed, count and

total number of ends.

(d) Bleached folded . . Carded or combed, count and
total number of ends.

(¢) Mercerised single . . ‘Carded or combed, count and
total number of ends.

(f) Mercerised folded = . ... Carded or combed, count and
total number of ends.

(g) Coloured single o . Carded or combed, count and
total number of ends.

(h) Coloured folded . . Carded dor combed, count and
total number of ends.

(i) Grandrelle yarn 2 . Carded or combed, count/colour
of cach cnd in the folded yarn
angs the total number of folded
ends.

Note.—If more than one count/colour is used under any of the
above items, the particulars should be specified count/
colour wise.**

(ii) Particulars of warp yarn for the main body of the fabric (exclu-
ding borders or selvedges) in same detail as for 1.1 (i).

(iii) For carded yarn of counts 43’s to 60’s, whether Indian or predo-
minantly foreign mix was used.

(iv) For pile warps for terry towels, the particulars as to whether
they are single or fold-d, carded or combed, the count and the total num-
ber of ends should be separately furnished.

(v) For coloured yarn, including the coloured ends used in the gran-
drelle yarn, particulars regarding shade and type of dye for each kind of
coloured yarn.

**Colours need not be distinguished so long as the group of dye
and shade (vide tables B-5 and B-6) remain the same.
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1.2. Details of kinds and counts of weft yarn and
corresponding number of picks (for this purpose each dosuti
weft should be taken as equivalent to two picks) :—

_ 1f more than ane cont/colour is used under any of the following
items, the particulars should be specified count/colour-wise.

(/) For headings—

(a) Grey single . . . Carded or combed, count and
total number of picks per
piece.

(b) Grey folded . . . Carded or combed, count and
total number of picks per
piece.

(c) Bleached single . . Carded or combed, count and
total number of picks per
piece.

(d) Bleached folded 3 . Carded or combed, count and
total number of picks per
piece.

(¢) Mercerised single . . Carded or combed, count and
total number of picks per
piece.

(f) Mercerised folded . . Carded or combed, count and
total number of picks per
piece.

(g) Coloured single ; . Carded or combed, count and
total number of picks per
piece.

(h) Coloured folded . . Carded or combed, count and
total number of picks per
piece.

(i) Grandreile yarn . . Carded or combed, count colour
of each end in the folded
yarn. and total number of
picks per piece.

(i) Particulars of weft yarn for the main body of the fabric other
than headings—

(a) Grey single . . . Carded or combed, count and
number of picks per inch.

(b) Grey folded . . . Carded or combed, count and
number of picks per inch.

(c) Bleached single . . Carded or gombed, count and
number of picks per inch.
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(d) Bleached folded . . Carded or combed, count and
number of picks per inch.

{e) Mercerised single . . Carded or combed, count and
number of picks per inch.
(f) Mercerised folded . . Carded or combed, count and
number of picks per inch.
(g) Coloured single . . Carded or combed, count and
v number of picks per inch.
(h) Coloured folded . . Carded or combed, count and

number of picks per inch.

(i) Grandrelle yarn . . Carded or combed, count/colour
of each end of the folded yarn
and number of picks per inch.

(fiy The particulars as required for warp yarn under item 1.1(ii)
.and 1.1. (v) shodld also be furnished inrespect of weft yarn.

2. Width of fabric on reed in inches.
3.1. Number of ends per inch on loom.

3.2. Whether warp is double drawn or not.

4.1. Number of picks per inch in the grey stage (for this
purpose rewound weft (wo ends up, i.e., dosuti weft should
mot be counted as two picks).

4.2. Whether the weft is rewound two ends up (dosuti)
-or not.

5.1. Piece length in yardsin the grey stage (loom state).
5.2. (a) Tape length in yards.

(b) For terry towels, tape length of pile warp in yds.
5.3. Total width of headings in a piece in inches.

5.4. Total width of headings in yds. 5.3+ 36.

6. Percentage of sizing materials used on the weight of
warp yarn distinguishing between light and heavy. If any
proportion of warp yarn is not sized relevant particulars
thereof should be furnished; and the percentage should be
calculated on an overall average basis.
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7. Weight of warp yarn per yard in lbs.—For each category
of warp yarn listed under item 1.1 the corresponding weight
should be calculated as under:—

If *E’ is the no. of ends and ‘C’ is its count, then the corresponding
weight per yard except for pile warp in a terry towel is equal to—

E x item 5.2(a)
C x 840 x item 5.1

For pile warp in a terry towelsubstituteitem 5.2.(b)in place of 5.2.(a)
in the above formula.

Note,—In the case of folded yarp the effective count should be taken,
e.g., 2/40°’s=20’s.
8. Weight of weft yarn per yard.

8.1. For each kind of weft yarn in headings listed under
1.2. (i) weight per yard of fabric should be calculated as
under:—

If P’ is the total no. of picks per pieceand ‘C’ is its count, then the
corresponding weight per yard is equal to—

P x item 2
C x 36 x 840 x item 5.1

NoTte.—In the case of folded yarn the cffective count should be taken
e.g., 2/40°s=20s.

8.2. For each kind of weft yarn listed under item 1.2, (i)
used in the body of the fabric, other than headings, weight
per yard of fabric should be calculated as under :—

If ‘P’ is the no. of picks perinch and ‘C’ is its count, then the corres-
ponding weight per yard is equal to—

P x item 2 % item S.1 — item 5.4
C x 840 item 5.1

Note.—In the case of folded yarn the effective count should be
taken, e.g., 2/40’s=20".

9. For calculating the extra allowances for coloured warp
used, the percentage of coloured ends to total ends should be
taken on the basis of details given under 11.

10. Weaving particulars.

10.1. Nature of weave—whether plain, drill or sateen, etc.
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10.2. Number of ends in a dent.

10.3. Whether the fabric can be woven on single shuttle
loom. If not, number of shuttles used in the drop box and
the distance at which the pattern repeats.

10.4.1. Number of staves for dobby shaft work excluding
doup staves for leno work.

10.4.2. (a) No. of doup staves for leno work.

(b) The no. of leno ends operated upon by a doup in
a beam.

(c) Whether the ends operated upon by the doup are
single or folded.

10.5. Number of hook jacquards for jacquard work.
10.6. Number of jacks for cumber board work,

10.7. Width in inches of border on each side for dhoties
and sarees. Whether there is a patcha border or not.

10.8. For short length ' pieces with headings the length
per pair except for sarees; for sarees length per piece. In
addition for sarees and dhoties the no. of shuttle changes
required per heading should be specified.

10.9. Whether pick finding is necessary.
10.10, Whether the sort requires two beams.

11. Finished weight in lbs. per piece, if sold in grey
stage calendered or uncalendered.
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List of Tables
Table of price element corresponding to cost of cotton per lb,
of yarn.

Table of price element based on weight of grey warp yarn (exclu-
ding pirce element for cotton). . )

Table of extra allowances for coloured bleached/mercerised warp
yarn.

Table of extra allowances for warp yarn for dobby, double beam
sorts and hizh reed sorts,

Table of extra allowances for processed border/heading yarns.

Table of price elements for processed yarn (warp and weft) other
than in borders and heading.

Table of price element corresponding to the cost of sizing materials.
picked up by warp yarn.

Table of price elcment based on weight of grey weft yarn (excluding
the price element for cotton)

Table of extra allowances for weft yarn, roloured/bleached/mer-
cerised.

Table of price element per yard for every 10 picks per inch for the
different warp count groups.

Table of extra allowances for high reed.

Table of extra allowances for weaving with coloured warp yarn &
coloured weft yarn and Drop box effects,

B—13 Table of extra allowances for high picks.

B—14 (a) Table of extra allowances for dobby shaft work, jacquard

work and cumber board work.

B—14 (b) Table of extra allowances for leno work.

B—15

Table of extra allowances for borders of dhoties and sarees.

B—16 Table of extra allowances for headings in short length pieces.
B—17 Table of extra allowances for pick finding, two beam sorts an

drills.

N.B.—Extra allowances means extra price clements.
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TaBLE B-1

The price element corresponding to the cost
of cotton per Ib. of yarn in fabric

Net Price
quantity  element
of for
cotton cotton
per 1b. of perib. of
yarn in yarn
fabric nP, per
1b.
Single Yarn
A. For Carded Yarn Counts—
Warp Weft
(i) 8’s—12’s (i) 8's—14’s 1-205 118-43
(Indian Mix) (Indian Mix)
(i) 13's—18’s (ii) 15’s—24’s 1-174 129-80
(Indian Mix) (Indian Mix)
(iii) 19's—28’s (iii) 25’s—32’s 1:174 140-90
(Indian Mix) (Indian Mix)
(iv) 29’s—38’s (iv) 33’s—-42's 1:174 14977
(Indian Mix) (Indian Mix)
(v) Above 38’s (v) 43's—60’s 1:164 177-10
(Indian Mix) (Indian Mix)
(v)(a) 43’s—60's (v)(@) 43’s—60’s 1:174 268-73
(Foreign Mix) (Foreign Mia)
(vi) 61’s & Above (vi) 61's & Above 1-164 281-11
(Foreign Mix) (Foreign Mix)
B. For Combed Yarn Coants—
(vii) 28’s—60’s (vii) 28’s—60’s 1-276 189-31
(Indian Mix) (Indian Mix)
(viii) 61’s & Above (viii) 61’s & Above 1-327 34973

(Foreign Mix)

(Foreign Mix)
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Net P ce
quantity olement
of for
cotton cotton
per 1b. of per lb.
yarn in yarn

fabric
nP. per Ib.

Double Yarn

C. For Carded Yarn Counts

(i) 8's—12’s
(Indian Mix)
(ii) (13’s—18’s)
(Indian Mix)
(iti) 19’s—28’s
(Indian Mix)

(iv) 29’s—38’s
(Indian Mix)

(v) Above 38’s
(Indian Mix)

(v)(a) 43’s—60"s
(Foreign Mix)

(vi) 61's & Above
(Foreign Mix)

D. For Combed Yarn Counts

(vii) 28’s—60"s
(Indian Mix)

(viii) 61’s & Above
(Foreign Mix)

(i) 8’s—14’s
(Indian Mix)

(ii) 15’5—23’s
(Indiain Mix)

(iii) 25°s—32’s
(Indian Mix)

(iv) 33’s—42’s
(Indian Mix)

(v) 43’s—60’s
(Indian Mix)

)(@) 43’s—60’s

(Foreign Mix)

(vi) 61's & Above
(Foreign Mix)

(vii) 28’s—60’s
(Indian Mix)

(viii) 61's & Ab%c
ix)

(Foreign

1-211 119:02
1.180 130.47
1-180 141-62
1-180 150-54
1-170 178-01
1-180  270-10
1-170  282-56.
1-283 190-35
1-34  351.58

18—16 T, C. Bom./66
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TABLE B-2

Table showing the price element based on weight for grey
warp yarn (excluding price element for cotton)

(nP. perlb.)
WARP
Count
CARDED COMBED

Single Double Single Double

8 54-10 72-36

0 57-31 75-99

12 6102 80-90

14 65-72 85-29

16 70:45 90-44

18 75-15 95-10

20 79-85 99-74

22 85-07 106-92

24 91-29 115-12
26 97-46 123-33 . ..
28 103-68 131-50 117-16 145-11
30 109-91 139:71 12437 154-31
32 116-10 147-91 13157 163-54
34 122-32 15610 138-78 172-73
36 128-53 164-29 146-47 182-42
38 13472 172-48 15417 192-12
40 140-92 18171 161-86 202-84
44 153-34 196-57 175-29 218-72
48 165-76 211:42 188-70 234-60
50 171-96 218-87 195-39 24252
60 202-98 255-49 228-94 281-69
64 215-41 270-87 241-33 297-05
70 234.03 293-91 259.97 320.12
80 265.06 333.87 291.00 360.06
90 .e .. 327.01 404.78
100 .. .. 363.03 449.52

Note~— 1. For dosuti yagn deduct 1.5 nP. per Ib. from the above char-
ges.

2. For counts below 28’s combed, add 13 nP, to the correspond-
ing charges of carded yam.
3. For one end per dent sorts (instead of two ends per dent

sorts) add 15 nP. per Ib. to the above rates for the weight of
actual numbcr of ends drawn one per dent only.
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TABLE B-3

Table showing the exira price elements for pattern beams with
coloured warp yarn, for coloured and bleached warp yarn in the

borders only and for all mercerised warp yarn

For pattern For pattern

(nP. per Ib.)

For pattern For coloured

beams with beams with beams over  or bleached
17 colour  more than 50Y%; colour yam in
ends and 25% and ends borders only
upto 259,  upto 509 and for all
of total ends of cclour mercerised
Counts ends and for yarn

self coloured

beams with

or without

border 96 %

to 1009
1 2 3 4 5

8 0:62 0-70 0-93 8-82
10 0-77 0-87 1-16 10-35
12 0-93 1-05 1-39 11-89
14 1-08 1-22 1-63 13-16
16 1-24 1-39 1-86 14-30
18 1-39 1-57 2-09 15-56
20 1-55 i-74 2-32 16:70
22 1-70 1-92 255 18-37
24 1:86 2-09 2-79 20-04
26 2-01 2:26 3-02 21:04
28 2-17 2-44 3-25 22-04
30 2-32 2:61 3-48 23-18
32 2-48 2-79 3-72 2458
34 2-63 2-96 395 25-98
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1 2 3 4 5
36 279 313 4-18 27-38
38 2:94 3:31 4-41 28-66
40 3-10 3-48 4-64 29:66
44 3:41 3-83 51 32-19
48 3-71 4-18 5-57 34-59
50 3-87 4-35 5-80 36-00
60 4-64 5:22 6-96 42-61
64 4-95 5-57 7-43 45-02
70 5-42 6:09 §-13 49-22
80 6-19 6-96 9-28 5557
90 6-96 7-83 10-45 61-91

100 774 871 11-61 6825

Note 1.—The allowance under column 5 is in addition to any allow-
ance under columns 2, 3 or 4 where applicable,

Note 2.—The total allowance under this table is in addition to the
allowances admissible under tables B-5 and B-6.
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TABLE B-4

Table showing extra allowances on warp yarn

nP, per
Ib.

. For plain stripes, checks, susi, woven on 4 shafts or less,

dhoties with dobby border upto 5/8* and sarees with
border upto 5/8" plain or dobby . . . .

. For sarees with dobby border over 5/8* . . .

. Dobby cloth on more than 4 shafts (excluding dhoties and
sarees)—

(i) 5 to 6shafts . 3 ) $ . . .

(ii) 7 to 12 shafts . 3 3 i . . .

(iii) 13 to 16 shafts . 3 - e . . .
(iv) Over 16 shafts . . . . ° . .

. Double beam sorts . . 1 o ® . .

. Sorts on80actualreeds and finer (two ends per dent) .

. For double drawn beams the charges will be 75% of the

above rates.

For one end per dent sorts (instead of two ends per dent)
add 259 of the above rates for the weight of actual num-
ber of ends drawn one per dent only.

above

rates plus 1
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TaBLgs B-5 & B-6

Tables showing extra price elements for processed yarn for

Jfabric
Table Table
B-5 B-6
Price Price
element element
for for
yarn for  processed
border/ yarn
heading other
than in
nP. per border/
ib. heading
nP. per
1b.
1. Bleaching gcharges . ¥ o ¢ . 36 29
2. Mercerising charges : 3 ¢ . 45 45
3. Dyeing charges—
A. Direct dyes (other than black)

(i) Light shade . . X A . 46 36
(ii) Medium shade . o z . . 53 42
(iii) Dark shade . g : 2 . 64 54

B. Vat dyes (other than black)

(i) Light shade . . . . . 97 87
(ii) Medium shade . . . . . 135 124
(iii) Dark shade . . . . . 247 237
(iv) Very dark shade . . . . 325

C. Sulphur dye (other than black)
Dark shade . . . . . . 74 64
D. Napthol dye (other than black)

(i) upto 19, of weight of yarn . . . 110 100

(ii) over 1% and upto 2% of weight of yarn 151 141

(iii) over 2%, of weight of yarn . . 195 184
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Table Table
B-5 B-6

Price Price
element element
for for
yarn for processed
border/ yarn
heading other

than in

nP. per border/

Ib. heading

nP. per
1b.

E. Dark black

(i) Directdye . o .. 88 78
(ii) Vatdye . . : v \ ; 355 345
(iii) Sulphur dye . 4 4 S . 87 77
(iv) Naptholdye . ; i 1 . 306 296

Note.—For grandrelle yarn if, only one end is coloured, the price ele-
ment should be calculated for the weight of the coloured end;
ifbothends are colourcd in® different shades, then, only an
average of the priceelements for the corresponding shades
should be taken.

TABLE B-7

Table showing the price element corresponding to the cost
of sizing materials picked up by warp yarn

nP. per

Ib. of

sizing
material

Heavysize . . . < . . . 52

Light size . . . . . . . . 70
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TABLE B-8

Table showing the price element based on weight for grey
weft yarn (excluding the price element of cotton)

(nP. per 1b.)
Weft
Count
Carded Combed Dosuti

Single Double Single Double Carded Combed

8 33-92  59-55 . .. 38-84

10 35-90 63-83 o .. 42-06

12 3740 . 68:35 i . 44-79

14 40-89 - 73-37 = .. 49-52

16 44-37 © 79:15 % . 54-23

18 47-87 84-41 W . 58-96

20 51-36  89-68 Wi .. 63-69

22 55-35 97-48 R/ .. 68-90

24 60-35 106-31 |+ .. 75-12

26 65-32 115-11 - . 81-34 .

28 70-31 123-93° 83-77 137-52 87:55 101-01
30 75-29 132:75 89-75 147-35 93-77 108-24
32 80-28 141-57  94-25 155-67 99-99 11395
34 85-27 150-39 95-25 160-46 106-21 116-45
36 90-26 159-19 100-74 169-78 112-42 122-90
38 95-25 168-02 107-22 180-11 118-52 130-61
40 99-74 177-34 109-72 187-42 124-36 134:34
44 108-71 192-44 120-68 '204-52 135-80 147:76
48 118-68 208-54 131-67 221-65 148-24 161-21
50 123-67 216-61 137-14 23020 154-46 167-93
60 148-60 256-35 164-57 272-46 185-55 201-51
64 158-58 272-97 174-53 28909 197-99 213-95
70 173-54 297-89 189-48 314-00 216-65 232-60
%0 198:46 340-94 214-43 357-05 247-73 263-69
90 . . 239-35 399-86 .. 294-79
100 - . 269:27 447-70 o 330-87

Note.—For counts below 28°s combed, add nP. 13-00 to the corres-
ponding price elements of carded yarn.
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TABLE B-9

Table showing the extra price element for coloured/bleached)
mercerised weft yarn

(nP. per 1b.)

For coloured/ For coloured/ For coloured/ For col-
bleached  bleached bleached ourcd/
Counts single weft single weft folded weft  bleached
yarn other yarnfor  in headings dosuti weft
thanin headings and and all mer- in headings

headings for allmer- cerised and ali me
cerised folded weft  cerised

single weft dosutiweft
8 9-85 18:97 539 8-44
10 12-33 2304 625 9-85
12 14-78 27-09 7:12 11-27
14 17-24 30-86 7:99 12-42
16 19-71 34:50 8-58 13-41
18 22-17 38-27 9-30 14-55
20 24-63 41-92 10-02 15-56
22 27-10 46-11 11-03 17-12
24 29-56 50-30 12:04 18-67
26 32-02 53-80 12-61 19-53
28 34-49 57-31 13-20 20-40
30 36-96 6095 13-94 21-40
32 39-41 6485 14-67 22-69
34 41-88 68-77 15-54 23-97
36 44-35 72-70 16-38 25-24
38 46-80 76-47 17-12 26-39
40 4927 79-96 17-69 27-25
44 54-19 87-51 19-29 29-53
48 59-13 94-94 20-60 31-67
50 61.59 9885 21-47 32-95
60 73-90 118-00 25-38 38-93
64 78-83 125-42 26-82 41-08
70 8623 137-17 29-41 44-9i
80 98-53 156-05 33-18 50-61
90 110-86 174-94 36-95 56-32
100 123-17 193-81 40-72 62-03

NoTte.—1. These price elements are in addition to those admissible
under tables 5-B and B-6.

NoTe.~—2. For folded or dosuti weft yarn other than in headings
which is coloured or bleached no extra price element is
admissible under this table.
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TasLe B-10

Table showing the price element per yard for cvery 10
picks per inch corresponding to weaving charges for any
kind of fabric, subect to extra allowances shown in tabies
B-11 to B-17 where applicable

NoTe.—1. (a) Apart from the extra-allowances shown in tables B-11 to
B-17, table onpages 194 & 195 shows the price element per yard for every
10 picks perinch corresponding to the weaving charges for all kinds of
fabrics with warp yarns within the count range 9’s to 100’s and with
weft yarns finer than 16°s single, ov 2/28’s folded or 32°s/2 dosuti and
for all widths on reced from 21 incnes to 96 inches. The price element

showa for any count of single warp yarn will also apply fcr double
drawn warps of the same count.

(b) Intable on pages 196 and 197 are shown the extra price elements
to be added to the corresponding price ‘elements of table on pages 194
and 195 when wlt yarns coarser than those indicated in note 1(a) above
are used. For counts not shown, the corresponding extra price element
should be ascertained by interpolation,

{c) The variations in the counts of weft yarn that can be used in come
bination with a warp yarn of a given count, are limited by clause 8 of the
Textile Commissioner’s Notification No. TCS 1/20 dated 22-9-1949.
However, the same clause exempts a considerable number of varicties of
fabrics, such as coatings and trouserings from two fold warp and two
fold weft, etc., from these limitations: and it may be desired to ascertain
the price of such varieties of fabrics also. By adding the appropriate
price elements of the table on pages 194 and 195 and 196 and 197, the
price element corresponding to weaving charges of any given fabric can

be obtained.

2. (a) If two different counts of weft are used on a checkloom the
weighted average count should be adopted, e.g.

8 picks of 20°s . . . . 160
24 picks of 12°s . . . . 288
32 . . . . . . 448

Weighted average count =448--32 =14’



193

Normally where count is a determining factor, the count of altfolded
yarns or dosuti (weft only) yarns should be taken at the corresponding
resultant count. But for the limited purpose of arriving at the average
weft count as shown above when a folded yarn is involved, its count
should be taken as the resultant count plus two counts, e.g., for 2/16's
weft yarn the count should be taken as 10.

(b) Similarly. if two different counts of warp are used (as in the case
oftrue or imitation repps), the weighted average should be adopted. In
this cose, however, if a folded yarn is involved, its count should be taken
as the resultant count only without any adjustment mentioned in note
2(a) for folded weft yarn.

3. Any rcference to the number of picks per inch or reeds per inch
or of counts of wet't or warp yarn in tables B-10 to B-17 significs those in
the body of the fubric excluding selvedges or borders. The number of
picks per inch in any fabric corresponds to the number of movements of
shuttle,

4. For fabrics with picks or reeds exceeuing certain limits and other
factors affecting weaving charges, the appropriatc extra price clement(s)
from tables B-11 to B-17 sholud be added to the price element com-
puted from this table.

Price element per yard for every 10 picks per inch for the
different warp count groups and for all weft counts finer than
16s for single weft yarn, 2/28’s for folded weft yarn and 32’s/
2 for dosuti (rewournd, two ends up) weft yarn.

To compute the price element corresponding to any coar-
ser weft yarn add the appropriate element from table on

pages 196 and 197.

(Groups of fabrics as per Textile Commissioner’s Notifi-
cation No, TCS 1/20 dated 22-9-49 covered by the count
groups of single warp yarn are also indicated.)
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(aP, per yard for cvcry 10 picks per inch)

Por all weft counts finer than 16’s single or 2/28°s folded or

32's/2 dosuti

And for 9°st029%s 30sto 4l'sto  SI'sto 61's to 81's to 100°s and
warp (Groupsl 40’s 50's 60" 80’s 99’s over
counts— to IV (From (From (From (From

and warp warp warp warp
{i)S ingle upto count count count count
warp 30 of 4lof Slof 61of
count groups groups group groups
290of V &VI VI&VILL X upto X1 upto
groups  upto upto warp group
V&VI) warp warp count  XIl)
count  count 60 of
40 of 500f group
groups group X
VII & X)
VI
29 to 2/60°s 2/82's ' i
(i) l-old 2/58’s to to
ed 2/80°s  2/100’s
T 2 3 4 5 6 7 8
"Width
of
fabric
on reed
m
inches
21 2-11 2:16 2:21 2:26 2-32 2:42 2-53
22 2-13 2-19 2-24 2:29 2-35 2-45 2:56
24 2-19 2-24 2-30 2-35 2:41 2-52 2:62
26 2-24 2-30 2:35 2:41 2-47 2-58 2-69
28 2:30 2:35 2-41 2:47 2-53 2-64 2-75
30 2-36 2:42 2-48 2-54 2:60 2:72 2-84
32 2-43 2:49 2-55 2-61 2-67 2-80 2:92
34 2-50 2-56 2-62 2:69 275 2-87 3-00
35 2-57 2:63 2-69 2:76 2-82 2-95 3-08
38 2:63 2:70 2:76 2-83 . 2-90 3-03 3-16
40 2:70 2-77 2-84 2-90 297 311 3-24
41 2:-74 281 2-88 2:95 3-02 3-15 3:29
42 2.78 2-35 2-92 2:99 3:06 3-20 3-34
43 2:82 2-89 2-96 3-03 3-10 3:25 2.39
44 2- 2:93 3-01 3-08 3-15 329 3-44

oL
L
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2 3 4 5 6 7

2:94 3-02 3-09 3:-16 3-24 3-38
3:06 314 3-22 3-29 3-37 3-52
3-20 3-28 3-36 3-44 3-52 3-68
3:33 3-42 3-50 3-58 3-67 3-83
3-47 3-56 3-64 3-73 3.82 3-99
3-61 369 3:79 3-88 3-97 4-15
3-74 3-83 3-93 4-02 4-11 4-30
3-88 3-97 4:07 4-17 426 4-46
4-04 4-14 4-24 434 4-44 4-64
4-20 4-30 4-41 4-51 4:62 4-83
4-36 4-47 4-58 4-69 4-80 5-02
4-52 4-64 4-75 4-86 4-98 5-20
469 4-80 4-92 5:04 5-15 5-39
4-85 4-97 5-09 5-21 5-33 5-57
5:01 5-13 5:26 5-38 5-51 5-76
5-17 5.30 5:43 5-56 5-69 595
5-98 613 6-28 643 658 688
£.79 6-96 7-13 7-30 7-47 7-81

NV D B DR AR WW W
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TaBLE B-11

Table showing extra price-elements to be added to the price
elements shown in table B-10 for the number of ends per inch
in reed exceeding the limits shown for the different counts

of yarn

' Notes.—(i) No allowance upto the following liﬁits.

Plain Drills, satcens and ducks
sorts

Two ends Three ends Four ends Five ends
inadent inadent inadent in adent

Upto Upto Upto Upto
No allowance for Warp number of number number of number of

counts ends per of ends per ends per  ends per
inch~in inch in inch in inch in

recd reed recd reed

From To

9’s 12’ 32 48 48 48
13’s 14°s 36 54 54 54
15’s 1875 40 60 60 60
19°s 22’ 44 66 66 66
23 26's 48 72 72 72
27’s 30° 52 78 78 78
3 40’s 60 S0 90 90
41’s 50°s 64 96 96 96
51’s and over 72 108 108 108

(i1) No allowance for yarn extra dented for crammed stripes unless
the average ends per inch in the cloth are high enough to be en-
titled to fine reed allowance,

(iii) Dosuti yarn (double drawn warp) should be treated as an in-
crease of 1249 inreed e.g.,inthe case of 16’s dosuti warp in
48 reed should be taken as 54 reed and for calculating the al-
lowance, the number of reed thus adjusted should be taken as the
number of ends per inch in a plain sort with 2 ends in a dent,

(iv) For mixed denting, average reed is to be taken i.e., if in reed
space of 28 there are a total of 2200 ends, the allowance appli-
gable for 78 ends in an inch should be taken as for plain sorts,
2 ends in a dent.

(v) When plain cloth is woven 4 ends in a dent, the permissiblc ends
perinchin reed would be as per two ends in a deni sorts only i.e.
if a cloth is woven in a 36 recd, 4 in dent, the allowance would
be calculated as if there were 72 reeds, 2 in a dent.

(vi) When double yarn is used, the limits applicable for the resultant
count should be applied. If the resultant count is less than 9°s,
the limits are 28 ends per inchin the case of two ends in a dent
sorts and 42 ends in the case of drills, sateens and ducks with
3 or more ends in a dent,



199

Allowance for every 10 ends per inch exceeding the limits
mentioned in note (i) above.

(nP. per 10 picks per inch per yard)

Plain Drills, Sateens and Ducks
Width of fabric on Sorts
reed in inches —_—— - = - - -
Two Thrce Four Five
endsinda endsina endsina endsina
dent dent dent dent

21 0-11 0-07 0-05 0-04
22 0-11 0-07 0-05 0-04
24 0-11 0-07 0-06 0-04
26 011 0-07 0-06 0-05
28 . . . 012 0-08 0-06 0-05
30 . . . 0-12 0-08 0-06 0-05
32 . . . 0-12 0-08 0-06 0-05
34 013 0-08 0-06 0-05
36 0-13 009 0-06 0-05
38 0-13 0-09 0-07 0-05
40 0-14 0-09 0-07 0-05
41 0-14 0-09 0-07 0-06
42 0-14 0-09 007 0-06
43 014 0-09 0-07 0-06
44 0-14 0-09 0-07 0-06
46 015 0-10 ¢-07 0-06
48 0-15 0-10 0-08 0-06
50 0-16 0-1l 0-08 0-06
52 0-17 0-11 0-08 0-07
54 0-17 0-12 0-09 0-07
56 0-18 012 0-09 0:07
58 0-19 0-12 0-09 0-08
60 0-19 0-13 0-10 0.08
62 0-20 0-13 0-10 0-08
64 0-21 0-14 0-11 0-08
66 0-22 0-14 0-11 0-09
68 0-23 0-15 0-1i 0-99
70 0-23 0-15 0-12 0-09
73 0.24 0.16 0.12 0-10
74 0-25 0-17 0-13 0.10
76 0-26 0-17 0-13 0-10
86 0-30 0-20 0-15 0-12
96 0-34 9-22 0-17 0-14

14—16 . C. Bom./66
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TABLE B-17

Table showing extra allowances to be added to price ele-
ments shown in Table B-10 for sorts requiring pick finding,

mwo beam sorts and drills.

Width of fabric

onreced in
inches

(nP. per 10 picks per inch per yard)

Pick Finding

Two

Drills

Upto 84 Over 84 beam sorts
ends per

ends per

inch

inch
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17
17
-17
-18.
18

19
-20
21

-22
-23
-23
-24
-25

0-05
0-05
0-06
0-06
0-06
0-06
0-06
09:06
0-0¢
0-07
0-07
0-07
0-07
6-07
0-67
0-07
0-08

0-09
0-09
<10
-10
-1
-1t
<11
-12
12
-13
13
-15
17
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ScHEDULE C

For determining the price per metre of a fabric undergoing
any of the processes indicated in the attached tables, the res-
pective price elements should be assembled with reference to the
specifications and the corresponding tables in the following
manner :

(Formulae I to V are given in Schedule B).

V1. The price per metre (excluding exeise duty) of grey
calendered sorts should be culculated from the price elements
per vard determined in accordance with the formulae given in
the price schedule B in the following manner :—

Price per metre=[((I(b)-+II(b)-+NI -4 IV + 0.65))
- item 15 (vi) of specifications] x(1.0175) =« 1.094)

(NOTE.—Item 15(vi) should not ordinatily be fess rthan  1:010)

VII. (a) For fabrics requiring any one or more of the fol-
lowing processes, namely, bleaching, mercerising, scaping
of mercerised faorics before dyeing (if necessary), dyeing, oiling
of raised fabrics (not required for grey fabrics and, if necessary,
for bleached/dyed/printed fabrics), back filling and finishing
the price elements from the tables, C18, C19, C20, C21, C27,
C28 and C29 corresponding to the respective specifications
should be added.

(b) The price element per grey yard for the above pro-
cesses= The sum of the price elements as in (VII) (@)= item
15(iii) of the specifications.

VIII. (a) For fabrics requiring printing the price element
corresponding to the specifications should be determined from
table C22, C23 or C24.

(b) The price element per finished yard for printing==
The price element as in VIII(a) x item 15@v).

IX. (a) For fabrics requiring sanforising, raising or
sueding, the price element corresponding to the specification
should be obtained from tables C25 and C26.

(b) The price element per grey yard=The price element
as in 1X(a).
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X. For calculating the fuir price per metre (excluding ex-
cise duty ) cf a processed fabric the several price elements per
yard calculated according to the price schedules B and C
should be assembled in the following manner:—

(a) The fair price per metre of processed fabrics other than
prints—
= [{I(b)+I(b)+ 114 VILb)+4IX (b)}-Item
15 (vii) -- {item 15 (v) x 21}]1x (1.0275) x (1.094)
(b) The fair price per metie of printed fub ics- -
~[{I(b)+II (b)+ I + VIb) + X(b)} - item
[5(vii) i-{ VIII(b)-+(item 15(v) < 21nP.)}]| »(1.0375)
x (1.094),

(Note : Ttem 15 (vii) should netordinarily be less than 102 except
for sanforised fabrics).

Specification for processed fabrics referred to in schedule C

Specifications of processes which a fabric undergoes
before folding and packing :—

( for specification 1 to 11 please refer to schedule B)

12. For all processed fabrics, the grey specifications 1 to
11 upto the loom state as per schedule B should be furnished.

13. For fabrics requiring only callendering after loom state
before folding and packing, the finished (i.e., after calendering)
length of the piece in yds. should be furnished.

14. The details of processes which a fabric undergoes
before final inspection, folding and packing should be furnished
as under —

(a) If bleached

(1) Whether to be marketted only as a bleached sort
(including only border priting),

(i) Whether to be marketed only as a bleached and
mercerised sort (including only border print-
ing),

(i) Whether to be marketed as dyed or printed sort
on bleached ground.
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(b) Whether the fabric is to be mercerised or not
(c) For dyed fabric

(i) The type of dye wused and shade thereof (light,
medium or dark) to correspond to items in table
21,

(i) Whether the dye is to be applied on grey, bleached
and/or mercerised background.

(d) For printing fabric
(i) Finished width of the fabric in inches,
(i) Percentage of the area covered by printing,

(iii) Whether border(s) is to be printed and if so, along
side one or both selvedges,

(iv) Whether the fabric is to be printed only on the
border(s),

(v) The colours including shades used in printing for
which different ' rollers/screens are required. (For
this purpose, the ‘white discharges’ and ‘white
resists’ should be treated as colours).

(vi) Whether the ground is grey, bleached and/or mer-
cerised.

(vii) If the printing is on dyed background or if the print-
ing is over dyed or in the case of resist or discharge
prints particulars required under item (d) (vi)
and (c) (i),

(viii) Whether the printing is—

I. Direct style printing in colours other than
khaddie (TiQ,),

II. Direct style printing with colours one of which is.
khaddie (TiO,),

III. ‘Resist’ print,
IV. Discharge print,

V. Screen print.
15—16 T. C, Bom/66
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{e) If the fabric is raised or sueded

(i) Number of passages required (two sides one passage
should be taken as equivalent to one side two pas-
sages),

(ii) Whether oiling is required or not (oiling is not re-
quired for grey sorts).

() If the fabric is back-filled

Whether it is on one side or on both,

(g) Whether the fabric is preshrunk with mechahical means
(like sanforizing) or not

{h) Whether or not the finishing processes employed in-
clude any of the following items :(—

(i) hot air stentering,
(ii) ordinary calendering (damped or not),
(iii) friction calendering,
(iv) felt calendering,
(v) if any grey fabric woven with coloured yarn such
as sucie or check is required to undergo some fi-
nishing processes excluding any of the processes

mentioned in items 14(a) to 14(g), the particulars
thereof.

15. In all the above cases, the following particulars should
be furnished or calculated :—

(i) Total finished length of the piece in yards.
(i) Total finished weight of the piece in Ibs.

(iti) Yardage per lb. of fabric in the grey stage (loom
state) excluding weight of sizing materials=
1+sum of weights of all warp yarns and weft
yarns per yard as per items 7, 8.1 and 8.2 in the
specifications to schedule B.

(iv) Square yard(s) per finished yard of the fabric should
be ascertained in the following manner:—

Sq. yd(s) per finished yard=item 14(d)(i)=36
(thirty six).
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(v) Finished weight in lbs. per finished yard=item
15(i)) above — item 15(1) above.

(vi) Ratio of finished length of grey calendered sorts
to the length at loom (grey) state=item 13 above
=item 5.1 of grey specification to schedule B
(This item ordinarily should not be less than 1.01).

(vii) Ratio of finished length of processed fabrics to the
length at the loom (grey) state=item 15(i) above
—item 5.1 of grey specifications to schedule B.
(This item ordinarily should not be less than 1.02
except for sanforized sorts).



List of tables referred to schedule C

Table
No.

(i) Bleaching .
(ii) Mercerising
(iii) Soaping for mercerised fabrics before dycing.
(iv) Dyeing . . . . . . .
(v) Printing with colours other than khaddie (TiO,)
(vi) Printing with colours including khaddic (TiO,)
(vii) Screen printing .
(viii) Sanforizing
(ix) Raising and sueding. .
(x) Oiling for ruised fabrics
(xi) Back Filling

(xii) Finishing including singeing, stentering, calender-

ing, etc.

C/18
C/19
C/20
ci21
c/22
C/23
C/24
C/25
C/26
cn7
C/28
C/29

218
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TABLE C-18

Price element for bleaching per Ib. of grey fabric

aP, per ib.

(i) For unmercerised bleached sorts—not containing
any coloured yarn (not to be printed or dyed) . 22

(ii) For unmercerised bleached sorts but contamlng
coloured yarn (not to be printed ot dyed) . 23

(iii) For bleached and merccrlsed sorts (not tote prmted
or dyed) . . 37
(iv) For all bleached sorts for dyeing or printing . 2]

TABLE C-19

Price element for mercerising per Ib. of grey fabric

nP. per 1b.

(i) For sorts upto 3 grey yards per 1b. . . . 22
(ii) For sorts upto 5 grey vards per 1b, 5 . . 25
(iii) For sorts over 5 grey yards per lb, . . o 29

TasLr C-20

Price element for soaping of mercerised fabrics before dyeing
per lb. of grey fabric

nP. per ib.
(i) For sorts upto 3 grey yards per b, . . . 12
(ii) For sorts upto 5 grey yards per Ib, . . . 14
(iii) For sorts over 5 grey yards per 1b, . . . 16

(Note.—In the tables C-18 to C-21 and C-27to C-29 the weight of grey
fabric should be calculated by taking the total weight of warp and weft
yarns excluding the weight of sizing materials,)
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TaBLE C-2]

Price element for dyeing per Ib. of grey fabric

nP, per Ib.
(i) Direct dyes (other than black) :
(a) Light shade . . . . . . . 30
(b) Medium shade . . . . . . 36
(¢) Dark shade . . . . . . . 47
(ii) Vat dyes (other than black) :
(a) Light shade . . L . . . 63
(b) Medium shadc : A : . . . 99
(¢) Dark shade . ) : ; ; . . 208
(iii) Sulphur dyes (other than black) :
Dark shade . 57
(iv) Naphthol dyes (other than black) (including rapid
fasts & rapidogens) :
(a) Consumption upto 1/, (on the welght of the fa-
bric) . 72
(b) Consumption over 19 & upto 2 % (on the wclght
of the fabric) ; i
(c) Consumption over2 % (on the weight of the 154
fabric)
(v) Black shades :
(a) Direct dyes . . . . . . . 7
(b) Vat dyes. . . . . . . . 312
(¢) Sulphur dyes . . . . . . . 63
(d) Naphthot dycs . 261

Note.—For all other types of dyes, not specifically mentioned in the
table, the corresponding price elements for vat dyes as shown above
should be taken.
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TABLE C-22

Price element corresponding to printing charges on a farbric of
29" finished width with one colour in all dyes|pigments
except direct dyes and khaddie (TiO,)

Area of fabric covered by printing

nP. per »q.

yard
(finished)
ti) Upto 209 . . . . . . 19
(ii) 21% to 4%, . . . . . . 20
(iii) 41 %, 10 629, . . . . . . 21
(iv) 61°%,10 80% . . . . . . . 27
(v) 81% & over . : ; . . . 25

NoTes.—(a) 1f the width of the fabric is more/less than 29" then—
(i) Add nP. 015 per sq. yd. for each decreasc in width by 1-,
(ii) Deduct nP, 015 per sq. yd. for each increasc in width by 1“.

(b) For each extra colour add nP. 2 per sq. yd. For ‘resist’ or ‘dis-
charge’ prints, ‘white resists’ and ‘white discharges® are to be counted as
colours. If the printing be on dycd fabric or is overdyed, the colour
of che dye is not to be taken into account for purposes of ascertaining the
number of colours in printing. For this purpose, the number of colours
should correspond to the number of printing rollers required.

(¢) (i) For fabric printed on the border(s) only, the price element
corresponding to printed area covering upto 209 shouid be
taken. In case the arca covered by the border(s) exceed
209 of the total area of the fabric then the price clement ap--
propriate for the area covered should apply.

(ii) For printing border(s) on other printed sorts—
{(a) Add nP. 2} per sq. yd. for printing border alongside one
selvedge.

{b) Add nP. 4 per sq. yd. for printing border alongside both
selvedges.

(d) (i) For ‘resist’ prints—Add nP. 1-50 per sq. yd. in addition
to allowances under nctes (a) to (c).

(ii) For ‘discharge’ prints—Add nP. 5-50 per sq. yd. in addi--
tion to allowances under notes (a ) to (c).

(e) For dyeing charges for printing on dyeq ground, for_over-dyed
sorts, for ‘resist’ prints and for ‘dlsclparge’ prints appropriale price
element should be added as indicated in table C-21.
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TaBLE C-23

Price element corresponding to printing on a fabric of 29" width
with khaddie (TiO,)

Price element

Area of fabric covered by printing for one col-
our (finished
nP. per sq.

yd.

(i) Upto 207, . . . . . . 22

(ii) 21% to 409, . . . . . . . 24
(iii) 41% to 609, . . : . . . . 26
{iv) 619 10809 i . ! . . . 30
(v) 81% and over : ’ 1 . . . 34

Notes.—(a) Subjcet to the adjustments indicated below, the above
price elements should be applied in all cases of multicolour printing when
at least one of the colours is khaddie (TiO,).

(b) Ifthe width ofthe fabric be more/less than 29”, then—
(i) Add nP. 0-15 per sq. yd. for each decrcase in width by 17,
(ii) Dedact nP. 0-15 per sq. yd. for each increase in width by 1°,

(¢) For each extra colour add nP. 2 per sq. yd. for this purpose,
the numbzr of colovrs should correspond to the number of printing
rollers required.

(d) (i) For fabrics printed on the border(s) only the price element
corresponding to printed area covering upto 20% should
be taken. 1n case the area covered by the border(s) exceed
209 of the total area of the fabric then the price element
appropriate for the area covered should apply.

(ii) For printing borders on other printed sorts—

{a) Add nP. 2§ per sq. yd, for printing border alongside
one sclvedge.

(b) Add nP. 4 per sq. yd. for printing borders alongside
both selvedges.

(e) For printing on dyed ground, appropriate price element should
be added as indicated in table C-21.



223
TaBLs C-24

Price element per finished square yard for screen printing with
upto 8 colours

nP. per finish-
Percentage of Area covered by printing ed sq. yard
(for all widths)

(i) Upto 50% . . . . . . 53
(ii) 51% and over . . . . . . 74

NoTeE.—nP. 4 per finished square yard is to be added for each extra
colour in excess of 8. For this purpose number of colours should corres-
pond to the number of screens required.

TasLE C-25

Price element corresponding to sanforising or other tyes of
mechanical preshrinking

Sanforising . e o . . nP. 6 per grey yard
(for all widths)

TasLe C-26
Price element corresponding to raising/sueding charges per
grey yard
No. of passages nP. per grey

yard
(for all widths)

(i) Two passages
(i1) Six passages . .
(iii) Eight passages
(iv) Ten passages
(v) Twelve passages .

~N N AW

‘!;Ion.— (a) nP. 0-5 may be added for each additional passage ai)gx.:e
twelve.
{b) One passage on two sides should be reckoned as equivalent
to two passages on one side,



224

TaBLe C-27

Price element corresponding to oiling per Ib. of grey
Jabric for such raised sorts as are bleached, dyed or printed

nP. per Ib. of

grey fabric
(i) Bleached Sorts . . . . . . 16
(ii) Dyed printed Sorts . . . . . 24

TABLE C-28
Price element for back filling per b, of grey fabric

nP./per Ib.
(i) Grey width upto 50"
(a) One side back-filled . ) . . . 24
(b) Two sides back-filled .: 1 - . 30
(ii) Grey width over 50~
(a) One side back-filled ; 2 A . . 27
(b) Two sides back-filled - 3 . . . 33

TaBLE C-29

Price element corresponding to finishing processess

nP. per Ib, of grey
fabric

upto Over
Syds./lb. 5§ yds./lb.

(i) Undyed Poplins, Sateens, Gaberdines,
bleached checks and mercerised fabrics
(including sorts printed on border(s) only) 26 27

(i) Dyed/Printed Poplins, Sateens Gaberdmes
and mercerised fabrics . 24 25
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nP. per 1b. of grey
fabric
up to Over
Syds./Ib  Syds./lb.

(iii) All other Bleached sorts—including sorts

printed on border(s) only . . 22 23
(iv) All other sorts dyed/printed . . . 20 21
(v) For back-filled, raised or sueded sorts . 10 1

NoTtes—I1. For items (i) to {iv) above—
(a) If a sort is not hot-air stentcred, deduct nP. § per 1b,
(b) If the sort is not calendered, deduct nP. 2 pet lb,
(c) Ifthe sort is friction/fc!t calerndered, add nP. 1 per 1b.

(d) If grey sorts woven of bleached or coloured yarn require fur-
ther finishing operations other than bleaching and mercerising
the price clement as per item (iv) (subject to adjustments men-
tioned above) should be applied. If the sorts is bleached/
mercerised it should be included in the proper category as
indicated in items (i) to (iv) above. If the sort is only calen-
dered the corresponding price should be calculated according
to formula VI of schedule C.

2. The price elements are to cover all kinds of ordinary finishes in-
cluding finisning with starch gum or thermoplastic resins such as Poly
Vinyl acetate etc. They, however, do not cover special types of finishes
such as ‘crease resisting finish’, ‘organdie finish’, ‘water repellent finish’,
elc.



CHAPTER XVH

MISCELLANEOUS OBSERVATIONS AND
RECOMMENDATIONS

17.1. In paragraph 4.9 we have referred to the scope for
better utilisation of cotton by waste spinning. We recommend
that steps should be taken to encourage mills to do this and also
to allow them to weave cloth of lower counts if this can be en-
sured without prejudice to the handloom sector.

17.2. The Kanungo Committee recommended that hand-
looms should be encourraged to go in for use of power and be
afforded facilities for installing the necessary equipment for
improving their products. It was reported to us by a mill in
Andhra Pradesh that it had begun supplying mainly to
handloom weaving centres sized yarn on small beams holding
material for not more than 500 yards of fabric. But this distri-
bution has been stopped under the apprehension that sales were
not strictly confined to handloom wcavers, But as this system
helps weavers to produce more and better cloth we consider it
to be a move in the right direction to be encouraged. [t was
also represented to us that though yarn supplied to handloom
weavers in hanks is exempted from excise duty, supply made
on beams is subject to tax. Since the concession has been grant-
d as an incentive for development of genuine handloom pro-
ducts, to the extent this process will be helped by handloom
using sized yarn on beams the exemption should be extended
to cover such cases also. By regulating supply through co- .
operatives of weavers and by other suitable checks the misuse
of yarn on beams may be prevented if this is the only reason
which holds back the grant of the c>ncession.

17.3. It was mentioned that there are separate Indian
Standard Specifications for yarn supplied in hanks for hand-
loom weavers and yarn in cones for powerloms which re-
quire yarn of lea strength over 70. Some mills which follow
their own specifications make yarn with higher lea strength
which could also be used by handloom weavers. In order that
yarn consumers may be assured of proper quality for which
they are required to pay more, we recommend that the standard
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specification followed by a spinning mill should be marked on:
the yarn-pack labels. Since we are informed that yarn
consumers sometimes fail to get the net weight of yarn sold in
bundles and normally the handloom weaver is particular about
hank length only, we recommend that the net weight should
also be stamped.

17.4. Successive reports of experts culminating with that
of the Working Group (1960) have drawn attention to the
existence of old, unecconomic units in the industry which remain
closed or can work only spasmodically and act as a drag on the
industry. There are also a number of inframarginal units which
with proper advice and guidance, can be helped to improve
oper.tional efficiency. A body like the Federation can render
them p:itive service for improving their position. There are
likely to b cases where amalgamation of units may improve
their efficiency and financial  stability. This is also a line of
devclopment to be explored by the industry. In this connec-
tion we recommend that the suggestion of the Textile Enquiry
Committee (195%) for the scrapping of closed and sick units
should be pursued vigorously. Their elimination will help
others to put the limited raw material resources available as
well as their own producive capacity to better advantage.
Their enhanced output may alse bring down costs, thus help-
ing to hold the price line.

17.5. We understand that mills in Western India, parti~
cularly Gujarat, which are  badly placed for coal supply would
like to switch over to oil-firing if given the exchange for obtain-
ing new conversion equipment and assurance of continuous oil
supply. It has also been repeatedly urged that the use of
fuel oil, despite all other economics, is made costlie r on account
of the high incidence of excise duty. These general aspects for
development of industry in this area and relieving the strain
on transport are said to be receiving attention of Government.

17.6. In Chapter XII we have referred to the shortcomings
in the present system of self-regulated prices and the way in
which its provisions are evaded to the detriment of the
consumer. One is the multiplication of varieties with a nominal
change of fabric structure which is likely to secure a price
increase higher than for the popular varieties. The other is the
risk of production of popular varieties in general falling off so
that the middle and lower income groups do not get their
specific requirements.
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A further possibility is the distributive trade exploiting situations
of crcated shortages by either pushing up retail prices or by
withholding stocks till they can get higher prices surrepti-
tiously. Our price formula which gives a uniform progressive
increasc for varieties of fabrics count-wise and as per specific
construction will remove the loophole of producers choosing
only particular kinds which give a better price. Even the allow-
ances for special processing and finishing charges will not, as
such, encourage any shift to costlier fabrics from production
of popular varieties. The risk of fall in production of popular
varieties will not, therefore, arise, since our prices are cost-
based and no specially lower prices are fixed for them as now.
But as consumer demand is subject to frequent changes and
varies with seasons there isalways a risk of created shortage
which may distort the market, whether a statutory or a volunt-
ary system of price fixation is in vogue. To counter this trend,
which makes the fixed income groups and par:icularly the
low and middle income  classes specially vulnerable, it may be
necessary to impose regulatory restrictions at the retaif end. We
have already referred to the way in which wholesome trade
practices will tend to ensure fair sharing of the distributors’
margin so that the retailer is not squeezed out or forced in
turn to atiempt to exploit the consumer. The retailer should,
as far as an essential article like cloth is concerned, be licen-
sed to function like a fair price shop. Besides being required to
sell at marked prices and to show authorised price lists, he
should also keep for inspection his stock book for popular
varieties (as prescribed by the Textile Commissicner) in which
he deals. Also the assertion of their rights by consumers and
readiness to cnforce the controls on the part of the adminis-
trative machinery are essential,



CHAPTER XVIII

SUMMARY OF CONCLUSIONS AND
RECOMMENDATIONS

Our conclusions and recommedations are summarised as
under :(—

(1) A large number of mills have equipment for wet pro-
cessing, that is, bleaching, dyeing, finishing and printing. It is
a development which needs encouragement in view of changes
in consumer tastes and also to improve the export potential
of the industry.

[Paragraph 3.1]

(2) In the case of a modern mill where expensive machinery
is installed and production has to be stepped up, third shift
as well as seven days working become a necessity in order to
spread evenly the burden of heavy overhead costs.

[Paragraph 3.4.3.]

(3) In the decade ending 1961, production of yarn and
cloth in the country has risen by 457 per cent and 261 per
cent respectively. There has been a fall in output of yarn of
counts 11 to 20 and an increase in the group of 21s to 40s,
Consumcr tastes have also shifted towards finer counts
and bleached, dyed, printed and mercerised varieties of cloth,
A large proportion of yarn is now spun from Indian cotton,

[Paragraphs 3.7.1.and 3.7.2.]

(4) Waste of cotton in the process of manufacture is a
normal feature. A large part of such waste is not consumed
at present within the mills. They may be permitted to utilise
it by waste-spinning and if necessary by weaving cloth of lower
counts, without prejudice to the handloom sector.

[Paragraphs 4.9 and 17.1]

(5) The higher production targets (9,300 million yards
of which 5,800 million yards will be from the mill sector) set
for the Third Plan which necessitate expansion of both spind-
leage and loomage in the industry should now offer greater
scope for effecting proper rationalisation.

[Paragraph 6.2.1.]

229
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(6) According to one assessment, it will be possible to step
up cotton textile production by 10 to 15 per cent even with the
existing machinery.

[Paragraph 6.2.2.]

(7) On a comparison of the years 1955, 1956, 1959 and
1960 when the industry had some amounts to put by in reserves,
we note that the dividend policy adopted by the industry has
not been one of excessive prudence. From the point of view
of an old industry claiming rehabilitation on the grounds
that depreciation was not adequate and profits were low, this
drain on rescrves for maintenance of dividends was not justified.

[Paragraph 7.3.2.]

(8) The average expansion of gross fixed assets during
1955 to 1960 worked out to about 8-9 per cent per year.

[Paragraph 7.5.2.

(9) As the issue of share capital has not been significant,
the industry appears to have met its increased capital require-
ments primarily from borrowings; and it has still substantial
resources available from reserves, as less than .a moiety of
depreciation accumulations seems to have been ploughed baok,

[Paragraph 7.6.5.]

(10) Since 1959 the profit trend has improved and the
general results have been better for cotton textiles than for
all industries as a whole,

[Paragraph 7.7.3.]

(11) Unless the industry is in a position to ‘make an effi-
cient use of imported raw materials and reduce its conversion
costs, it would be priced out of external markets.

[Paragraph 8.1.3.]

(12) We consider that the extent to which rehabilitation
can be financed and carried out during the Third Plan period
will not exceed the Working Group’s estimate (Rs. 180 crores)
and might even be at the lower level of Rs. 130 crores envisaged
by the Committee of Experts (Natu Committee).

(Paragraph 8.1.7.]
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(13) The capital cost of expansion, which builds up new
assets for the producer, must be borne by him and the
incidence of it cannot be transferred to the consumer.

[Paragraph 8.2.5]

(14) Any reliance mainly on grey cloth to sustain the
exports of the country has serious limitations.

[Paragraph 10.1.4]

(15) The Federation has asked that the smaller realisations
from exports should be made up by suitably raising internal
prices.

[Paragraph 10.2.5.]

(16) It would be desirable that any losses incurred
on exports arecompensated by the incorporation of further
incentives in the export promotion scheme which seems feasible
rather than by transferring the burden, which is uncertain,
to the internal consumer. Altemnatively, as it may be possible
to notify prices on our recommendations only some months
after our Report is submitted, Government may consider at
that time the question of incorporating a special element de-
termined on the basis of proved loss that the industry has
suffered on exports.

[Paragraph 10.2.10]

(17) We consider that the really superfluous elements in
the structure of distribution can be profitably weeded out or
left to get their share within, regulated margins of the main
functionaries.

[Paragraph 11.1.3]

(18) About 3 to 33 per cent for wholesalers and 4 per cent
for semi-wholesalers will be an adequate margin on their turn-
over. A substantial part of the margin has to go to the retailers
although their investment and turnover may not be large.

[Paragraphs 11.1.4. 11.1.5 and 11.1.6]

(19) The existence of mill shops is a facility to buyers and
provides a moral check on profiteering by distributors.

[Paragraph 11.2]
16—16 T, C. Bom./66
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(20) Distributors :have ‘suggested ‘that 'while - calculating
the margin of profit, excise duty should be added to ex-mill
prices. It is-not possible in principle:to accept a tax-levy as a
cost incidence.

[Paragraph 11.3.2.]

(21) Although ex-mill and retail prices are stamped by
mills neither the Federation nor the producing units generally
have taken any responsibility for looking into the proper work-
ing of the chain of distribution so as to ensure that the consu-
mer was not mulcted.

[Paragraph '12.6.]

(22) The Federation, the commercial bodies and the
labour representatives have stated that their is now no
evidence of scarcity necessitating controls.

[Paragraph 12.6.]

(23) Unless local authorities take effective steps against
parties found guilty of malpractices, mills and distributors
exercise proper checks over the different tiers of the distribu-
tion system and consumers are vigilant about their rights, no
system of price control, voluntary or statutory, would have
the desired success.

[Paragraph 12.11.]

(24) Control, to be successful, must be comprehensive and
thorough. It should embrace the entire range from producers
of cloth and yarn to the ultimate consumers. Any system of
control which fixes fair prices only for the organised sector of
the industry cannot really protect the consumer against ex-
ploitation by dealers and middle-men and also from high prices
of substitute products from the decentralised sector.

[Paragraph 13.1.]

(25) By securing economies through reduction of was-
tages of cotton, mill stores, etc., it should be possible, cven
with the existing machinery to achieve reduction in costs by
improving efficiency and raising output. The existence of an
expanding internal market, the relative ease with which goods
are sold at stamped prices regulated by the industry itself and
the high profits earned by the bulk of the industry since 1959
have, it appears to us, genmerated a sense of complacency
amongst the majority of producers.

[Paragraph 13.2.]
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{(26) It was urged by the Federation that for purposes of
flexibility fair prices should carry both a ceiling and a floor.
We are of the opinion that the desired flexibility of return can
exist even within a single fair price.

[Paragraph 13.6,]

(27) There should be effective external checks on sharing
the fair margin by the links in the distribution chain. The
necessary sanction for this could be built into business agree-
ments. The introduction of competitive agencies like mill
shops.and fair price shops would prove even more effective.

[Paragraph 13.9.]

(28) After consulting technical experts, we consider that it
would be fair if gross moisture regain be taken at 3-0 per cent
and after deducting 0" 5 per cent on account of wastage in reel-
ing, the correction for moisture regain should be 2°5 per cent.

[Paragraph 14.4.7.]

(29) As regards the request of the Federation for suitable
allowance for the coarseness of counts to be taken into
account while calculating the requirements of yarn, we are of
the view that any possible coarseness in counts of both warp
and weft yarn would be counter-balanced by the elongation
and hence no separate allowance in respect of coarseness of
counts is necessary.

[Paragraph 14.5.4.1.]

(30) The late Textile Control Board recommended that
the dyeing charges for yarn from dyed cotton should be paid
at the same rate as for dyeing yarn though an exception was
made for sulphur colours. We agree with the above and have
decided that the cost of a fabric-should not be higher merely
because some units choose to produce it out of yarn made
from dyed cotton. We have not, therefore, indicated for such
yarns separate costs for different colours and different shades
thereof.

[Paragraph 14.6.]

(31) As none of the costed units had undertaken, during
the costed period, such special processing of fabrics as orga-
nised finish, water-repellant finish, crease-resisting finish, etc.,
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no cost could be developed in such cases. The price control
authorities should, therefore, fix such charges as are reasonably
established to their satisfaction.

[Paragraph 14.8.1.]

(32) We consider that no separate element should be pro-
vided for shrinkage in the case of pre-shrunk fabrics like san-
forized, as an average for the industry as a whole and it would
be reasonable to assume the finished length of a sanforized
fabric to be equal to its grey length. :
[Paragraph 14.8.2.3.]

(33) The packing charges calculated separately for pro-
cessed fabrics as a whole during the costed period worked out
to about nP. 17.20 per Ib. compared to nP. 6.27 per 1b. for
grey fabrics. We consider that the above packing charges will
adequately cover, on the average, all kinds of packing normally
required for processed piece-goods.

[Paragraph 14.8.9.]

(34) In the present economic conditions we consider that
any price fixation for a period of over five years would not be
realistic.

[Paragraph 14.9.]

(35) For purposes of indicating the base cotton prices
(1960-61) on which escalation has to be developed or initial
price fixation has to be made, the group ranges of cotton
for different mixes and the prices they should carry are given in
paragraph 14.9.1.2.

[Paragraph 14.9.1.2.]

(36) Where a unit uses a superior variety of cotton costing
more than as mentioned in the table given in paragraph 14.9.1.2.
we recommend that it should approach the Textile Commis-
sioner with full particulars and if he is satisfied about the need
for using such superior mix, he may allow a different rate for
cotton mix reasonable in the circumstances.

[Paragraphs 14.9.1.3. and 16.9.]

(37) We consider that an average increase at 10 per cent
-of the actual conversion charges would be enough to cover
the rise in wages upto the date of our inquiry and any possible
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rise in the salaries of supervisory staff, cost of power and fuel,
prices of stores materials, etc., for a period of five years.

[Paragraph 14.9.4.]

(38) To meet any unforeseen rise in prices in the future
we have provided an allowance for contingencies at 2 per cent
of actual conversion charges.

[Paragraph 14.9.6.]

(39) We accept gratuity and incentive bonus as items of
cost wherever actually provided. Pending the orders of Govern-
ment on the recommendations that may be made by the
Bonus Comimission, we have not agreed to consider profit-
sharing bonusto labour other than as a charge on profits.
Managing Agency commission also cannot be included as an
item of cost as managing agents are recipients of a share of
profits and are not strictly part of the salariat.

[Paragraph 15.1.2.]

(40) On a consideration of the various objective criteria
which influence the rate of return for an industry, we are of
opinion that a return of 12 per cent on employed capital would
be reasonable for the cotton textile industry and adequate
also to provide some resources for rehabilitation.

{Paragraph 15.1.6.]

(41) A return of 12 per cent on working capital relating
to cotton works out to 3.5 per cent of the cost of cotton for
spinning units and 5 per cent for composite units in respect
of fabrics only. The balance of the total return when related
to the total cost of production, excluding cotton (i.e., on the
total conversion charges), works out to 12.6 per cent in the
case of yarn for sale and 10.5 per cent in the case of fabrics.

[Paragraph 15.1.8.]

(42) In respect of loans for a capital needs, it would be
fair to expect the industry, which is the ultimate beneficiary,
to bear the bulk of amortisation charges.

[Paragraph 15.2.1.]

(43) As regards assets acquired after 1955, we consider
that no allowance for rehabilitation would be necessary upto
1967. For the plant and machinery existing in 1955 the re-
quirement of rehabilitation upto the year 1967 will be around
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Rs. 88 crores. Distributing it over 10 years, the net annual
amount required works out to about Rs. 8.8 crores.
Estimating the capital employed by the industry as a whole at
Rs. 518 crores, we have provided the element for rehabilitation
at 2 per cent, the quantum per annum being about Rs. 10,4
crores which should cover the rehabilitation requirements as also
a portion of tax element to be paid thereon. The above element
works out, on an average, to about nP. | and nP. 1.25 per
rupec of the net ex-mill price of yarn and fabrics respectively.
The amounts realised (less tax) should be accounted for and
utilised only for rehabilitation and not for distribution as
dividends or bonus to labour.

{Paragraphs 15.2.3.5 and 15.2.3.6.]

(44) Provision for rebates on seconds etc., has been
made in the fair prices of differcat categories of fabrics and is
indicated in paragraph 16.3.

[Paragraph 16.3.]

(45) The schedules for fixing prices of yarn and fabrics
and the method of their application are given in paragraphs
16.5.1 and 16.7. These schcdules could remain effective for a
pertod of five years, that is, upto 31st December 1967.

[Paragraphs 16.5.1 and 16.7]

(46) Wc recommend that the net ex-mill prices, that is,
the prices to be retained by producers, determined according
to the schedules should be decmed to be ceilings for the relevant
varietics of cotton yarn and fabrics. We do not suggest that
any proportion of the production of a unit should be left out-
side price control.

[Paragraphs 16.6 and 16.7]

(47) Costs of cotton have been treated independently
of conversion costs as the two do not vary in unison. As re-
gards variation in cost of raw cotton we recommend that there
should be quarterly revision of prices on the basis of changes
in raw cotton price. Price changes should be effected
for a deviation of not less than 5 per cent in the price of raw
cotton based on quotations in the Bombay market during the
first week of the month preceding the quarter. For fixing the
price initially, the price control authorities should adjust
suitably the element for cotton, taking into account the rise or
fall in the cotton prices of the appropriate grades since the
base year 1960-61.

[Paragraphs 16.8.1 and 16.8.2.]
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(48) Since in the structure of processing costs an allowance
has been included for contingencies, no further escalation for
rise in cost of stores, power and fuel, etc., is justified. In respect
of labour costs, only statutory alterations or changes arising
from the implementation of wage board awards may have
an immediate effect on the ultimate prices and have to be pro-
vided for. Other variations in labour costs arising from
negotiated settlements in certain areas will have only a local in-
cidence and as such cannot be brought under escalation. In res-
pect of any statutory increase or decrease in wages of the
textile workers, we recommend that for each increase or de-
crease in wages including dear food allowance by Re. 1 per
head per month, the price element corresponding to conversion
charges of yarn for sale should be increased or decreased by 0.40
per cent. The corresponding change in the price element for
conversion charges of fabrics should be 0.35 per cent. The
implementation of escalation should be limited to variations
amounting to a minimum of nP. I, fractions of a naya paisa
being ignored.

[Paragraphs 14.9.5 and 16.8.3.]

(49) We recommend that the margin of 18 per cent (which
includes freight charges) on the ex-mill price of cloth so far
applied under the system of voluntary control need not

be revised.
[Paragraph 16.10]

(50) As regards sales of 'yarn for which no margin has
been fixed at present ¢xcept in certain regions for supply to
handlooms and co-operatives, a maximum 14 per cent on ex-
mill prices of yarn for sale plus actual freight charges to the
main consuming centres would be adequate and we recommend
that such a margin be fixed.

[Paragraph 16.10]

(51) On the basis of our schedules, after making due
allowance for the recent rise in the ceiling prices of cotton, the
fair selling prices of yarn and fabrics will not, by and large, be
higher than the prevailing prices.

[Paragraph 16.11.]

(52) The system of supplying sized yarn on small beams
helps handloom weavers to produce more and better cloth and
we consider it to be a move in the right direction to be encon-
raged. Since the tax concession allowed on yarn supplied in
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banks to handloom weavers is in the nature of an incentive for
development of genuine handloom products, to the extent this
process will be helped by handlooms using sized yarns on beams,
the tax concession should be extended to cover such cases also.

[Paragraph 17.2;]

(53) In order that yarn consumers may be assured of pro-
per quality, we recommend that the standard specification fol-
lowed by spinning mills should be marked on the yarn bundles.
We recommend that the net weight of yarn should also
be stamped on yarn bundles.

[Paragraph 17.3.]

(54) The Federation can render positive service to the
uneconomic units in the industry to improve their position.
There are likely to be cases where amalgamation of units may
improve their efficiency and financial stability. This is a line
of development to be explored by the industry. In this connec-
tion we recommend that the suggestion of the Textile Enquiry
Committee for the scrapping of all closed and sick units should
be pursued vigorously.

[Paragraph 17.4.]

(55) To counter the trend of created shortage which makes
the fixed income groups, particularly the low and middlc income
classes vulnerable, it may be necessary to impose regulatory
restrictions at the retail end. The retailer of cloth should be
licensed to function like a fair price shop. Besides being required
to sell at marked prices and to show at authorised price lists,
he should also keep for inspection his stock book for popular
varieties in which he deals.

[Paragraph 17.5.]

We wish to thank the Indian Cotton Mills’ Federation, the
several regional associations of the cotton textile industry,
the various mills in the industry, selling agents,
Ac"r';]‘;;”tlgdg*' wholesalers and retailers of cotton yarn and
textiles and their Associations who submitted
memoranda and later gave evidence before us. We also
acknowledge the assistance received by us from technical rese-
arch bodies like Ahmedabad Textile Industry’s Research Associ-
ation, South India Textile Research Association and Bombay
Textile Research Association. QOur thanks are also due to the
representatives of powerloom factories and their association
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and Apex Handloom Weavers Co-operative Societies who
attended our public inquiry. We also wish to thank the re-
presentatives of the various Central and State Government
Departments, Chambers of Commerce and Industry, Indian
Central Cotton Committee, All-India Handloom Board, Cotton
Textiles Export Promotion Council, The Indian National
Trade Union Congress and the All-India Trade Union Congress
for their assistance during our inquiry. Our thanks are also due
to the representatives of Textile Commissioner for their
assistance at all stages of our inquiry. We also wish to place on
record our appreciation of the services rendered by Shri S. A.
Kher, Chief Executive Authority, India United Mills Ltd.,
who acted as our honorary technical adviser in connection with
this inquiry. His experience and intimate knowledge of the
manufacturing processes greatly helped us in our consideration
of several difficult problems connected with the inquiry.

K. R. P. AIYANGAR,
Chairman

J.N. DUTTA,
Member

J.N.SEN GUPTA,
Member.
R. BALAKRISHNA,
Member.

PRAMOD SINGH,
Secretary.
BOMBAY,

Dated 26th October, 1962,

Post Script

Though we completed our task and signed our report on
26th October, 1962, to enable our colleague Shri J. N. Dutta
(who has since retired) to associate himself with our unanimous
recommendations, we held over the submission of the report
to Government for good reasons. For some time now there
has been an expectation of some pronouncements by Govern-
ment on their price policies and we wished to review our con-
clusions in the light of such policies and any new factors that
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may have arisen since then. The first phase of such decisions
has now been indicated in Parliament on 10th November,
1962. The national emergency created by the Chinese incursion
into our country has understandably put back the considera-
tion of less pressing problems. We have, however, advisedly
re-checked the efiect of our recommendations on the immediate
and vital economic problem of holding the price line in respect
of essential commodities like cotton yarn and fabrics, and sa-
tisfied ourselves that they are in consonance with the objective.
We have covered in detail the matters germane to the terms
of our reference and wish to emphasise briefly our main con-
clusions which will subserve the objcctives of price-policy.

2. Increased production is essential to help bring down
prices of manufactured goods, and adequate supply of the main
raw matzrial {cotton) at reasonable price is needed. Measures
announced for the control and distribution of cotton should
help towards this end. Even with existing plant and machinery
the organised industry can raise its output by about 10 to 15
per cent. Given adequate supply of cotton, the output can be
further stepped up if necessary in the present emcrgency by
working third shiit and seven days of the week.

3. Price control, whether statutory or voluntary has to
be comprehensive. Fair prices which may be ceiling prices for
cotton yarn and fabrics can be fixed in either case in terms of
our detailed price schedules. Given the specifications which
are required from the start for producing different varieties of
goods the tables can be easily used as ready reckoners for
determining their prices. Government may also consider the
desirability of limiting the prices under our formula to existing
prices in the cvent of the latter being found to be lower in any
case. The formula for escalation has also been suggested. The
stamping of ex-mill prices by mills which is necessary must be
followed up by other measures to contain the distribution mar-
gins. We have recommended that there should be no increase
in the overall margin of 18 per cent for the determination and
stamping of retail prices. After allowing adequate margins as
indicated for wholesalers, semi-wholesalers and ancillary
intermediaries there should still be an economic margin for the
retailer. The margin for sale yarn has also been suggested by us.
Even where no statutory margins for distribution are fixed,
mills can play a positive and constructive role by exercising
control based on agreements with their wholesalers and ap-
proved retailers. Apart from statutory enforcement of stamped
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retail prices, the introduction and extension of competitive
agencies like mill shops and fair price shops, and the entry of
co-operative stores in the field would put effective curbs on pos-
sible malpractices in the trade. Retail distribution of cloth can
be licensed and all such licensed shops may be required to func-
tion as fair prices shops which will charge no more than the
stamped retail price. The general pattern of sales-tax adminis-
tration could doubtless help the aunthorities in the licensing
of such fair price shops. I[fretailersare required to exhibit
current price lists of mills and also to declare their stocks from
time to time, there would be an adequate preventive check on
malpractices, which, if still noticed, should receive condign
punishment from the enforcement authorities.

4. We have not dealt with pattern of production as this
was not strictly within our terms of reference. The Textile
Control Order already vests in the authorities necessary powers
to control production and gtve directives relating to production
of goods essential to meet not only the defence needs but also
that of the more vulnerable sections of civilian consumers.
Our price schedules can be applied for fixing prices of all va-
rieties and will be found to carry no bias which might cause a
shift in pattern of production when it is not controlled. It will
also be found that despite the rise in price of cotton since the
base period there is no occasion to raise prices of yarn and piece-
goods.

5. We consider in all the circumstances that our main re-
commendations will not only give adequate coverage to the
terms of our reference but satisfy the more immediate needs
of the present emergency in the matter of controlling of the
prices of cotton varn and textiles.

K. R.P. AIYANGAR,

Chairman.
J. N. SEN GUPTA,
Member
R. BALAKRISHNA,
Member.
PRAMOD SINGH,
Secretary.
BomMBAy,

21st November 1962



APPENDIX 1

[Vide Paragraph 1-1-1]
(GOVERNMENT OF INDIA

MINISTRY OF COMMERCE AND INDUSTRY
RESOLUTION

New Delki, the 5th December, 1960.

No. 3(12)-TEX(A)/60.—The question of fair prices which should
be charged by the cotton textile industry to the trade and the prices
which the trade should in turn charge to the consumers has assumed
considerable importance in recent periods. The prices of cotton tex-
tiles were under complete control (in regard to prices, distribution,
etc.) during the War and post-war period until the lifting of such con-
trols in the middle of 1953; thereafter the prices were governed by the
normal conditions of supply and demand till the end of 1955. During
the first half of 1956, the prices shot up to high levels and Government
had to step in by resorting to an increase in excise duty to remedy the
situation,

2. In the latter half of 1957 and in 1958 the industry was faced with
a different problem of accumulation of stocks and particularly marginal
units were reported to be experiencing difficulties. A commitice of
enquiry was appointed to enquire into the problems and suggest reme-
dial measures. On the basis of their interim recommendations, a re-
adjustment of the rates of Excise Duty was done which improved the
position.

3. For nearly over a year, the prices for cotton textiles have been
increasing causing undue hardship to the consumers. Even after taking
into consideration the difficulties faced by the industry in securing
essential raw materials like cotion and other factors affecting the manu-
facturing costs, it became clear that the prices were unaccountably
high requiring immediate measures to bring down and hold the price
line.

4. At the suggestion of the Government, the Indian Cotton Mills,
Federation issued a warning as early as January, 1960 proposing cer-
tain measures to bring down the prices. This warning had, however,
only a transitory cffect and the prices started going up again to further
high levels. The extent of the increase has not, however, been uniform
in the several units of the industry as each unit adopts its own patiern
of price fixation. The industry has contended that a large slice of this
increase was legitimate on account of the increase in the cotton prices
and in the wages on account of award of the Wage Board; the mills
also claim that they should be allowed to charge extra margins to re-
coup their past losses.

242
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5. Broadly the industry, through the Federation have urged that
as compared with the basic period August, 1959, just before the com-
mencement of the cotton season 1959-60 there is a legitimate case for
increase in prices of cloth, coarsc by 25 per cent, lower medium by 22
per cent, higher medium by 18 per cent, fine by 11} per cent and super-
fine by 9 per cent.

6, The inipact of these increases on the consumers is one of great
hardship to the general public and also to the large number of persons
employed in the handloom industry.

7. Government, therefore, consider that in the circumstances the
several aspects affecting the problem of cotton textiles and prices may
be referred to the Tariff Commission under section 12(d) of the Tariff
Commission Act, 1951 for a full enquiry and report. The Commission
is accordingly requested to report on the following specific aspects
which will form the terms of reference :(—

(1) the cost of production of the various representative types of
cloth and yarn;

(ii) the capital structure, investments and fair return thereon bear-
ing in mind the need for continuous rehabilitation and moder-
nisation and what would be a fair return to allow to the in-
dustry over the cost of production;

. (iii) fair ex-mil) prices of cloth and yarn.

8. The Commission is also requested to devise methods for effect-
ing suitable adjustments from time to time in the fair ex-mill prices
of cloth and yarn so as to allow for major fluctuations in the price of
raw cotton and other elements of cost of preduction; and to enquire
into the distribution cost for cloth and yarn in the country with reference
to all relevant factors including the present pattern of sales adopted
by the different units of the industry and to devise a reasonable basis
for the determination of fair retail prices for cloth and yarn.

9, Firms or persons interested, who desire that their views should
be considered by the Tariff Commission should address their repre-
sentations to the Secretary, Tariff Commission, Central Government
Offices Building, 101, Queen’s Road, Bombay-1.

ORDER

OrpERED that the Resolution be published in the Gazette of India.
ORDERED also that a copy of the Resolution be communicated to all
concerned.
Sd/-

Secretary to the Government of
Indig.



APPENDIX 11

[Vide Paragraph 1-3-1]

List of cotton textile mills visited by Chairman, Members and
other Officers of the Commission

GUJARAT

1. The Ahmedabad Manufacturing and Calico Printing Co. Ltd.,
Ahmedabad.

2. The Arvind Mills Ltd., Ahmedabad.
3. Shri Vivekanand Mills Ltd., Ahmedabad.

MAHARASHTRA
4. The Bombay Dyeing & Manufacturing Co. Ltd., Bombay.

5. The Coorla Spinning & Weaving Co. Ltd., Bombay.
6. The Svadeshi Mills Co. Ltd.; Bombay.
7. The Finlay Mills Ltd,, Bombay.
8. The Standard Mills Co. Ltd.,(New China Mills), Bombay.
9, Tata Mills Ltd., Bombay.

10. Shree Madhusudan Mills Ltd., Bombay.

11. The Modern Mills Ltd., (No. 1), Bombay.

12. Shree Ram Mills Ltd., Bombay.

13. The Western India Spinning & Manufacturing Co. Ltd., Bom-
bay.

14, Central India Spinning, Weaving & Manufacturing Co. Ltd.,
“The Empress Mills’’, Nagpur.

15. Raja Bahadur Motilal Poona Mills Ltd., Poona,.
RAJASTHAN
16. The Jaipur Spinning and Weaving Mills Ltd,, Jaipur.
17. The Mahalakshmi Mills Co. Ltd., Beawar.
DELHI
18. Swatantra Bharat Mills, New Delhi,
19. Delhi Cloth and General Mills Co. Ltd., Delhi.
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20. The Ajudhia Textiles Ltd., Dethi,
21. The Birla Cotton Spinning and Weaving Mills-Ltd., Delhi.

UTTAR PRADESH

22. Cawnpore Textiles Ltd., Kanpur.

23. Swadeshi Cotton Mills:Co. Ltd., Kanpur.
24, The New Victoria Mills Co..Ltd., Kanpur.
25. The Elgin Mills Co. Ltd., Kanpur.

PUNJAB

WE

26. Punjab Hosiery & Textiles Ltd., Ludhiana.
27. Dayalbagh Spinning & Weaving Mills, Amritsar.
28. Jagatjit Cotton Textile Mills Ltd., Phagwara,

ST BENGAL

29. Dunbar Mills Ltd., 24-Parganas.

30. Th: Mohini Mills Ltd. (No. 2), 24-Parganas.

31. Rampooria Cotton Mills Ltd., Serampore.

32. Bangashree Cotton Mills Ltd., 24-Parganas.

33. Kesoram Industries & Cotton Mills Ltd., Calcutta,

MADRAS

34, The Buckingham & Carnatic Co. Ltd., Madras.
35. Mettur Industries Ltd., Mettur Dam.

36, Madura Mills Co. Ltd., Tuticorin.

37. The Somasundaram Mills Private Ltd., Coimbatore,
38. The Pankaja Mills Ltd., Coimbatore,

39, The Sree Meenakshi Mills Ltd., Paravai.

40. The Sree Meenakshi Mills Ltd., Madurai.

41, Indra Cotton Milis Private Ltd., Madras,

42. The Sri Venkatesa Mills Ltd., Madras,

MYSORE

43, The Mysore Spinning & Manufacturing Co. Ltd., Bangalore.
44. Minerva Mills Ltd., Bangalore.

45, The Bangalore Woollen, Cotton and Silk Mills Co,. Ltd. Banga-
lor:.
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ANDHRA PRADESH
46, Tirupati Cotton Mills, Renigunta,

KERALA
47, Chakolas Spinning and Weaving Mills Ltd., Alwaye,

48, The Alagappa Textiles (Cochin) Ltd,, Alagappanagar,
49, Vijayamohini Mills Ltd., Trivandrum.



APPENDIX III
(Vide Paragraph 1-3-2-2)

Sratement showing region-wise distribution of composite mills
and spinning mills as on 1st January 1961 and the number of
mills selectedin each region for cost investigation

Composite Spinning Total
Mills Mills
State
No.of No.of No.of No.of No. of No.of
mills mills mills mills mills mills
selected selected selected
for for for
costing costing costing
Andbra Pradesh 2 g 11 1 13 1
Bihar . . 3 as 3
Gujarat
(a) Ahmedabad 62 4 5 . 67 4
City
(b) Rest of Gu- 27 2 7 34 2
jarat
ToTAL . 89 6 12 101 6
Kerala . . 5 1 8 2 13 3
Madhya Pradesh 17 2 1 . 18 2
Madras . . 24 2 108 5 132 7
Maharashtra.
(a) Bombay City 56 7 4 1 60 8
(b) Rest of Ma- 23 3 6 1 29 4
harashtra.
TotAL . 79 10 10 2 89 12
247
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Composite Spinning Total
Mills Mills
State —_
No. of No.of No.of No. of No. of No. of
mills mills mills mills mills mills
selected selected selected
for for for
costing costing costing
Mysore . . 8 i 8 1 16 2
Orissa . . i 2 3
Punjab . . 4 1 2 .- 6 1
Rajasthan . 6 2 3 9 2
Uttar Pradesh . 16 3 6 1 22 4
West Bengal . 18 2 1} .. 29 2
Delhi . . 4 L irn e 4 1
Pondicherry . 3 &t .. R 3
All India . 279 31 182 12 461 43

Nore.—Eight composite mills and ' ten spinning mills have not
been included. ‘
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A. 2. Statement showing coverage (in terms of spindleage) of spinning

mills selected for cost

investigation

Spinning mills as on

Spinning mills selected for

Ist January 1961 cost investigation
State
No. Capacity No. Capacity B
of of
mills No.of As %  mills No.of As % As %
spindles of spindles spindle- of
installed total installed agein  total
spindle- the  spindle-
age State age of
selected
mills
Andhra Pra- 11 147,376 . 4-82 1. 12,000 814 2:69
desh.
Bihar
Gujarat
(a) Ahmed- 5 61,456 2-01
abad City.
(b) Rest of 7 95,264 311
Gujarat,
ToraL . 12 156,720 5.12
Kerala 8 130,528 4-27 2 61,096 46:81 13-71
Madhya Pra- 1 15,252 050
desh,
Madras 108 1,967,338 64-31 5 242,540 12-33 54-42
Maharashtra
(a) Bombay city 4 79,896 2-61 1 26,664 33-37 5.98
(b) Rest of 6 63,712 2-08 1 12,872 20-20 2-89
Maha-
rashtra,
TovaL . 10 143,608 .4-69 2 39,536 27-53 887
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Spinning mills as on Spinning mills selected for

1st January 1961 cost investigation
State
No. Capacity No. Capacity
of ———————— of
mills No.of As% mills No.of As% As?
spindles of spindles spindle- of
installed total installed agein total
spindle- the spindle-
age State age of
selected
mills
Mysore 8 153,380 5.01 1 72,904 47-53 16-35
Orissa 2 11,488 0-38
Punjab 2 39,240 1-28
Rajasthan . 3 34,188 1-12
UttarPradesh 6 93,140 304 1 17,600 18-9C 3:96
West Bengal 11 167,084 546
Delhi
Pondicherry

Alllndia . 182 3,059,342 100-00 12 445,676 14-57 100-00

Note.—Details in respect of ten spinning mills are not included.
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APPENDIX VI
[Vide Paragraph 1-:3-3.]

List of units selected for cost investigation and names of the Cost

Accounts Officers who

examined the accounts

Name of the mill

Name of the Cost
Accounts Officer

Period costed

1. Bombay Dyeing and
Mfg. Co. Ltd. (Tex-
tile Mills), Bombay,

. Bombay Dyeing &
Mfg. Ltd., (Spring
Mills), Bombay.

. The Modern Mills
Ltd.(No.1),Bombay.

. The Tata Mills Ltd.,
Bombay.

. The Somasundaram
Mills, Pvt. Ltd.,
Coimbatore,

. The Ahmedabad Ad-
vance Mills Ltd., Ah-
medabad.,

. Central India Spg.,
Wvg. and Mfg. Co.
Ltd.,Nagpur.

8. Tirupati Cotton Mills
Ltd.,Renigunta.

"9, The South India Co-
operative Spg. Mills
Ltd., Tirunelveli.

10. Cauvery Spg. & Wvg,
Miils Ltd., Vellanur.

11. The Krishna Mills
Ltd., Beawar,

January—IJune 1961 Shri S. K. Basu,

Senior Cost

Accounts  Offi-

cer,
January—June 1961 Ditto.

May—OQctober 1960 Shri U. R. Padma-

nabhan, Cost
Accounts Officer,
January—June 1961 Ditto.
July—December 1960 Ditto.
(1) July-September 1959 Ditto,
(2) January—June 1961
January—June 1961 Ditto.
April—September 1961 Ditto.
January—June 1961 Ditto.
October 1960 March Ditto.
1961.
Juty—December 1961  Shri M. V. Rat-
nam, Cost Ac-

counts Officer.
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Name of the mill

12. The Marsden Spg. &

13.

14,

15

.

16.

17

18.

19.

20.

21.

23,

24,

25.

Mfg. Co. Ltd., Ah-
medabad.

The Gokak Mills Ltd.,
Gokak Falls.

The Mysore Spg. &
Mfg.Co.Ltd., Banga-
lore.

The New Jehangir
vakil Milts Co. Ltd.,
Bhavnagar,

The Mahalakshmi
Mills Co. Ltd., Bea-
war.

Vijayamohini  Mills
Ltd., Trivandrum,
Dunbar Mills Ltd.,
24-Parganas.

Shree Madhusudan
Mills Ltd., Bombay.

The Coorla Spg. &
Wvg. Co. Ltd.,Bom-
bay.

The Hira Mills Ltd.,
Ujjain.

. The Baroda Spg. &

Wvg. Co. Ltd., Ba-
roda.

The Western India
Spg. & Mfg,.Co.Ltd.,
Bombay.

The New Swadeshi
Mills of Ahmedabad
Ltd., Ahmedabad.

Jagatjit Cotton Tex-
tile Mills Ltd., Phag-
wara.

Period costed Name of the Cost
Accounts Officer
July—December 1960 Shri M. V. Rat-
nam, Cost Ac-
counts Officer.
July—December 1960  ShriS. R. Mallya
: Assistant Cost
Accounts Offi-
cer.
April—September, 1961 Ditto.
July—December 1960 Ditto.
August—December 1960 Ditto.
July—December 1961 Ditto.

July—December 1960  Shri S. R. Mallya
Assistant Cost
Accounts Offi-
cer,

(1) July-September 1959 Ditto.

(2) July-December 1960

(1) July-September 1959 ShriA. K. Banerji
(2) July-December 1960  Assistant Cost,

Accounts Offi-
cer.
July 1960—March 1961 Ditto.
July—December 1960 Ditto.
October 1960—March Ditto,
1961,
October 1960—March Shri A. K. Ganguli
1961, Assistant Cost
Accounts Offi-
cer.
August 1960—January Ditto.

1961.




292

Name of the mill Period costed

Name of the
Officer

26. The Vidarbha Mills January—June 1961
Berar Ltd., Ellich-
pur.
Shri Vivekanand Mills July—December 1961
Ltd., Abhmedabad.
28. The Prem Spg. & October 1960—April
Wvg. Co. Ltd., 961.
Ujhani.
29, The Gold Mohur July—December 1960
Mills Ltd., Bombay.

27

-

30. The Sree Meenakshi - October 1960—March
Mills Ltd., Madurai. 1961,

31. Madura Mills Co. January—June 1961
Ltd., Ambasamudram.

32, The Jaya Shankar April-——September 1961
Mills Barsi Ltd.,
Barsi.

33. The Lord Krishna Tex- June—November 1960
tile Mills, Saharanpur.

34. Sri Sahu Chhatrapati January—June 1961
Mills, Shahupuri.

:35. Chakolas Spg. & Wvg., January-=Jane 1961 <

Shri A.K. Ganguli
Assistant Cost
Accounts Officer.

Ditto.

Ditto.,
Shri S.N. Ragha-
van, Assistant

Cost Accounts
Officer.

Ditto.

Ditto,

Ditto.

Ditto.

Ditto.

Shri M. S. Srini-
vasan, lispecting
Officer.

Mills Ltd., Alwaye. | Shri Y. L. N.

Achar, Deputy
Director.

36. Mettur  Industries (1) July-September 19597 ShriK. G. Viswa-
Ltd., Mettur Dam.  (2) July-December 1960 $nathan, Assistant

J Director.

37, Cawnpore Textiles, (1)July—September 1959 | ShriV. R. Mehta

Cooperganj. (2)July—December 1960

»Assistant  Direc-
J toz.
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8.

39.

40.

41,
42,
43,

Name of the mill Period costed Name of the
Officer
The New Victoria January—June 1961
Mills Co. Ltd., Kan-
ShriB,D. Mukher-

pur.
The Mohini Mills Ltd.,

(No. 2),24-Parganas.

The Alagappa Tex~
tiles (Cochin) Ltd.,
Alagappanagar.

The Ajudhia Textiles
Ltd. Delhi.
Pankaja Mills
Coimbatore.
The Rajkumar
Ltd., Indore.

Ltd.,

Mills

July—December 1960 Assistant

Director.

Jee,

1960.

September— December ]
July—December 1960
salves, Assistant

Director.

5

{

| Shri A.J. R. Gon-
March—August 1960 [

|
July—Deccmber 1960  J




I—List of persons who attended the

APPENDIX VII
[Vide Paragraph 1:3-5]

with producers on
A—COTTON TEXTILE MILLS’ ASSOCIATIONS

1. Shri Bharat Ram

2, Shri Ramnath A.

Podar.

3. Shri Krishnaraj M. D,

Thackersey.
4, Shri B. G. Kakatkar
5. ShriC. H. Desai
6. ShriR, K. Parikh

7. Shri C. V. Radhakri-

shnan.
8. Shri R, V. Joshi
9. Shri N, Sakarlal
10. ShriK. C, Parikh

11. ShriT. P, Chakravarti

12, Shri M. L. Shah

13, ShriS. Bhandari

14, ShriP. V. Mackay
15. ShriD. W. Law
16. ShriT. Rangaswamy

17. ShriD. S. Bakhle

18, ShriC, V. Shah
19. ShriS. Mangaldas
20. Shri A, P, Shah
21. ShriP. D. Trivedi

22, Shri M. L. Soni

-

}
[

J
]

§
J

Vi
;

’

- »

.

8

)

b 24
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Commission’s group discussion
18th July 1962

Representing The Indian Cotton  Mills*

Federation, Elphinstone
Building, Veer Nariman
Road, Bombay-1.

The Ahmedabad Mill-
owners’ Association, Nav-
rangpura, Post Box No. 7,
Ahmedabad-9.

Bengal Millowners’ Asso-
ciation, 2, Church Lane,
Calcutta-1,

The Madhya Pradesh
Millowners’ Association,
Street No. 1, 8, South
Tukoganj, Indore.

The Southern, India Mill-
owners’ Association,Post
Box No. 98, Coimba-
tore-1.

The Millowners’ Associa=
tion, Elphinstone Bidg.
Veer Nariman Rd.
Bombay-1.

Saurashtra Millowners’
Association, Dhranga-
dhra House, Surendra-
nagar.

U. P. Cotton Textile Mill-
owners’ Committee,
14/69, <Civil Lines, Kan-
pur,



23.

24,

25,

26.
27.
28.

29.

30.

31,
32.

33,

34,
35.
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ShriS. Srinivasan .  Representing Tamil Nad Miliowaers’
Association, Madurai-3.
Shri G. R, Podar . » The Rajasthan Textile Mills
-Association, Power House
Road, Jaipur,

R. M, Nanavati . . Federation of Gujarat Mills
and Industries, Race
Course Road, Baroda
and Baroda Spg. & Wvg.
Co. Ltd., P. B, No, 57,
Pani Gate, Near Bhadra,
Baroda.

B. COTTON TEXTILE MILLS

Shri M. N, Shah . ) Representing The Ahmedabad Advance

ShriR,B.Mehta . } Mills Ltd., Outside Delhi

Shri K. M, Medhora Gate, P. B, No, 18, Ah-
medabad-1.

The Tata Mills Ltd., Dadar
Road, Bombay-i4.

Central India Spg, Wvg.
& Mfg. Co. Ltd., “The
Empress Mills*’, Nagpur.

i Sri Vivekanand Milis Ltd.,
Gomtipur Post, Rakhial
Road, Ahmedbad-10,

] The Somasundaram Mills
Pvt. Ltd., Post Box No.
134, Coimbatore.

Shri P, D, Gandhi .

ShriS. Narayanan .

Shri B. Raha - vy The Bombay Dyeing &
Shri C. Hankins . Manufacturing Co, Ltd.,
L Neville House, Graham
J Road, Ballard Estate,

Bombay-1.

ShriC.C, Sampat . . The Western India Spg. &
Mfg. Co. Ltd., Kala-
chowki Rd., Chinch-

pokli, Bombay-12.

ShriK.A.Desai . " The Rajkumar Mills Ltd.,
ShriM.Banawadi . S Shilnath Camp, Indore.

36, ShriD.T. S, SivaRao ’e The Gold Mohur Mills Ltd. ,

Dadar Main
Bombay-14.

*»

20—16 T.C, Bom./66



37.

38.

39.

41.

42,

43,

4,

45,

46.

417,
48.

49.

50.
51,

52.

53.

54,
55.

56.

Shri J. D. Patel

ShriV.Y. Gadre .
Shri V.V, Kulkarni .

., Shri V. M. Puranik

Shri S. Mangaldas .

ShriJ. M, Dalal .

Shri D. J. Madan .

Shri P, D. Tekriwal .

Shri M. P. N. Muda-
liar,
Shri V. S. S. Mudaliar

ShriS. C. Bose
Shri S, C. Jain

Shri M. D, Rathi

Shri 8. Kothari
Shri V. D. Khanna

Shri L. Nilsen

ShriR. N, Nigam

ShrilJ. D. Sachdeva .
Shri S, Kumar

Shri M. P. Mehta

296

Representing Shree Madhusudan Mills

¥

N
L
J

)

*9

Ltd., Globe Mill Passage,
Delisle Road, Bombay-13,

SriSahu Chhatarapati Mills,
Shahupuri, Kolthapur.

The Coorla Spg. and Wvg.
*Co. Ltd., 114, Old Agra.
Road, Kurla, Bombay-70.

The New Jehangir Vakil
Mills Co. Ltd.,, P. B.
No. 2, Bhavnagar.

The Marsden Spg. & Mfg.
Co. Ltd., Gomtipur Post,
Rakhial Road, Ahmed-
abad-10.

The Gokak Mills Ltd.,
" Gokak Falls, Dist., Bel-

gaum

The Ajudhia Textiles Ltd,,
G. T. Road, Azadpur,
Delhi.

The South India Co-opera-
tive Spg. Mills Litd.,
Pettai Post, Tirunclveli-4.

The Hira Mills Ltd., Agar
Road, Ujjain.
The Krishna Mills Ltd.,

Near Railway Station,
Beawar,

The Mahalakshmi Mills
Co. Ltd., Beawar.

Cawnpore Textiles Ltd.,
P. B. No. 68, Cooper-
ganj, Kanpur.

The New Victoria Mills
Co. Ltd,, 14/1, Civil
Lines, Gwaltoli, Kanpur.

The Lord Krishna Textile
Mills, P. B. No. 38,
Saharanpur.

The Mohini Mills L.,
No. 2, Belgharia, 24-
Parganas, Dist. Hooghly,



57. ShriS. B, Agarwal
58. ShriV.S.Rao

59, ShriR. Jerome

60. ShriV, H, Mhatre

61. Shri M. R. Rao

62. Shri K. R. Marfatia .

63. ShriR. Rungta

64. Shri C. Nanjundayya

65, Dr.T. S. Subramanian
66. ShriS. N. Bhaduri .

67, ShriP. S. B. Nayar

M —
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Representing Dunbar Mills Ltd,, Sham-

3

nagore, 24-Parganas.

Madura Mills Co, Ltd.,
Ambasamudram.

The Sree Meenakshi Mills
Ltd., P. B. No. 1, Thirup-
parankundram Road,
Madurai-1.

The Alagappa Textiles
(Cochin) Ltd., Alagap-
panagar.

Vijayamohini Mills Ltd.,
Thirumalai, Trivan-
drum-6.

The Mysore Spg. & Mfg.
Co. Ltd., Malleswaram,
Bangalore-3.

The Modern Mills Ltd.,
No. 1, 98, Elphinstone
Road, Parel, Bombay-13.

C. OTHERS

Representing East India Cotton Asso-
ciation Ltd., Cotton Ex-
change Building, Bom-
bay-2.

tE]

.‘ bRl
¢

The Bombay Textile Re-
search Association, Bom-
bay-Agra Road, Ghat-
kopar, Bombay-77.

The Ahmedabad Textile

Industry’s Research As-
sociation, Navrangpura,
Ahmedabad-9.

D. GOVERNMENT DEPARTMENTS
Representng The Textile Commissioner,

68. Shril, B. Dutt

69, ShriR. D. Shah

70, Shri G. R. Joshi

71, ShriK. R, Aravamu-
than.

72. Shri A, C. Chaudhuri

73. ShriT. V. Sundarara-
jan,

74. Shri R. Seshadri

75. Shri M. S. Srinivasan

76. Shri K. S. Bhujang

)

- J

Wittet Road, Ballard
Estate, Bombay-1.
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77. ShriMadan MohanR. Y Representing Indian Central Cotton Com-

Ruia. b mittee, Indian Mercan-
78. ShriR. G, Sariya . J tilc Chambers, 14, Nicol
Road, Ballard Estate,

Bombay-1.
79. Shri A. K. Mitra v The Coal Controller, 1,
Council House Street,

Calcutta.
80. Shri C. D. Khanna - Industrial Finance Cor-

poration of India, Re-
serve Bank Bldg., Par-
liament Street, New Delhi.

81. ShriP, K, Mitra . . The National Industrial
Development  Corpora-
tion Ltd., P. Box No.
458, Udyog Bhavan,
Maulana Azad Road,
New Delhi-11.

I1. List of persons who attended the Commission’s discussions with
consumers of yarn held on 19th July 1962

A. ASSOCIATIONS OF HANDLOOM WEAVERS AND
POWERLOOM FACTORIES

1. Shri M. R, Pulli . ) Representing  The Statc Industrial Co-

Shri M.S. Mukhedkar § operative  Association,
9, Bake House Lane,
Bombay-1.
3. M.P.N. Mudaliar . ] 1 Madras State Handloom
4, ShriK.A.K. Mudaliar Weavers’  Co-operative
5. Shri A.J. Arunachalam Society Ltd., 24/1-A
6. ShriV.S.S. Mudaliar Pantheon Road, Egmore,
7. Shri A. Mariappan Madras.
8. Shri S, Bancrjii v West Bengal State Hand-

loom Weavers® Co-
operative Society Ltd.,
67, Badridas Temple
Street, Calcutta-4,

9. ShriRM. Dalya . ) »» The Ichalkaranji Power

10. Shri F.R, Shah . ¥ loom Weavers’ Co-ope-

11. Shri M.V, Datar ., ) rative Association Ltd.,
Ichalkaranji.

12. Shri N.Y. Shivnekar ” The Bhiwandi Textile

Manufacturers’ Associa-
tion Ltd., Bhiwandi
(Dist. Thana).



13.

14,
15.
16.

17.
18.

19.
20.
21.

31
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Shri A.A. Sohel Ansari Representing The West Khandesh, Tex-
mark Association, Dhulia,

Shri R.K. Kamble « ) ”» Powerloom Industries-

Shri S. Tapadia « ¥ Association, Dubash

Shri S. Parikh . J Market Building,
Bombay-2.

B. CHAMBERS OF COMMERCE

Shri S, Podar . . Representing Bharat Chamber of Com-
Shri P. Mahensari merce, State  Bank
Building, (Barabazar
Branch), Calcutta-7.
Shri C.H. Shah o ) - Gujarat  Vepari Maha-
Shri C.M. Shah . & mandal, Gujarat Cham-
Shri K.T. Shah e J ber Building Ashram
Road, P.B. No. 162,
Ahmedabad.
C. OTHERS
Shri P. Mehta . 1 Representing The Textile Processors’
Shri D. Megji . } Association (India), 4th
Shri D.S. Kotwal . | Floor, Co-operative In-
S.P, Subramanian J surance Building, Sir

P, M. Road, Fort,
Bombay-1.

v The Yemmiganur Weavers’
Co-operative Production
& Sale Society Ltd.,
Yemmiganur P.O, Kur-
nool Dist,

Shri M, Somappa

D. GOVERMNENT DEPARTMENTS

Shri K.R. Aravamuthan \ Representing The Textile Commissioner,
Shri M..S. Ramnath ’> Wittet Road, Ballard
Shri T.V. Sundararajan Estate, Bombay-1,

Shri R. Seshdari

Shri S.S. Aggarwal . »” All India Handloom Board,

New Queen’s R
Bombay-4. oad
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111, List of persons who attended the commission’s group discussions
with distributors held on 19th July 1962

A. DEALERS' ASSOCIATIONS

1, ShriN L.Shah .1 Representing Bombay Piecc-Goods Mer-

2. ShriV.K.Mehta . % chants Mahajan, M.J.

3. ShriB.N. Shroff . Market Hall, 250,
Sheikh  Memon Sticet,
Bombay-2,

4. Shri H. Gopaldas .1 »» The  Hindustani  Mer-

5. ShriD.Kejriwal . chants and Commission

6. Shri A.K. Agnihotri J Agents Association Ltd.,
342, Kalbadevi Road,
Bombay-2.

7. Shri D, Parthasarthy s The Madras Piecegoods

8, ShriT.M. Chetty . f Merchants, Association,
100, Godown Street,
Madras-1,

9, Shri K. P. N. Menon P Calicut Retail Cloth &

Hosiery Merchants® Asso-
ciation, Dress Land Buil-
dings, Court Road,

Calicut-1.
10. ShriS.K.D. Garg . L, The Gwalior Wholesale
11. Shri M.L, Garg Cloth Mercantile Associa-
tion, Naya Bazar,
Lashkar, Gwalior.
12. Shri A.B. Sutaria . 3 The Maskati Cloth Market
13. Shri R.V. Shah . Association, Maskati

Cloth Market, Railway-
pura, Post No.2, Ahme-

dabad,
14, Shri A. C. Shah . } ’ The Panchkuva Cloth Mer-
15. Shri C. J. Shah . chants’ Association, 518,

Panch Kuva Ahmedabad-2.

16, ShriS. R. Chakrabarti vs West Bengal Textile
Dealers’ Association, P-11,
Mission Row Extension,

Calcutta-1.
17. Shri B.B. Sharan . } ,, Cloth Commission Agents
18. Shri S. Mangla - F Union, Moti  Bazar,
19. ShriR. K, Mahensaria J Chandni Chowk, Delhi-€.
20. Shri Ganpat Rai . 7 ,, Delhi Hindustani Mer-
21, ShriR. K. Tandon . ¢ cantile Association,
22. ShriB.P. Tulsian. ) Chandni Chowk, Delhi-6.



23,
24,

25,

26.

27.
28.

29,
30.

31,
32.

33.
34.

3s.

36.

7.

38,

39
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Shri R. Jain . . Representing Maharaja Tukojirao Cloth

Shri B, Baheti . Market Mecrchants’
Association, 68, M.T.
Cloth Murket, Indore.

Shri D. D. Tharad . . Bhirat Merchants’ Chamber,

Shri T. Podar 339, Kalbadevi Road,
Bombay-2.

Shri A. K. Jobanputra ’» Federation of Bombay

Shri M., V., Dhabliwala Retail Cloth Decalcers’

Association,  24/30, l1st
Marine Street, Dhobi
Talao, Bombay-2.

Shri C. L. Singhania ’ North Bihar Merchants”
Shri R. Modi Chamber, Bank Road,
Muzaffarpur.

8. YARN MERCHANTS’ ASSOCIATIONS

Shri K.K.Seth . Y Representing The Bombay Yarn Mer-
Shri 8. Chhotalal . chants’ Association & Ex-
change Ltd., 111, Chawla
Building, Tambakanta,

Bombay-3.
ShriJ. A. Shah . o Shree Ahmedabad Yarn
Shri B.C. Shah Merchants’ Assoiciation,

Sakar Bazar, Ahmeda-
bad-2.

C. SELLING AGENTS

Shri M. Dwarkadas Representing Chaturbhuj Gordhandas &
Co., 20-22, Champa Galli,
Mulji Jetha Market,
Bombay-2.

Shri K. T. Sonney . v Beniprasad  Krishnagopal,
G. T. Road,Phagwara.

Shri D, Jamnadas . . Laxmidas Kalyanji &
Co., Johri Mansion, 259,
Kalbadevi Road,
Bombay-2.

” Harivallabhadas  Kalidas
(Pvt.) 1td., Sakar Bazar,
Ahmedabad-2.

Shri L. Laxmidas . " Bhagwandas Lalji & Co,,
55/57, Champa Gali, Bom-
bay-2,

Shri S.J. Patal .



40,

41.

42,
43,

44,

45.
46.

47,
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Shri R, Mulji . . Representing Vasonjee Morarjcc, 259,
Kalbadevi Road, Johri
Mansion, Bombay-2.

Shri K. P, Hamlai «» . Doonguarsee Gangji &
Sons (Pvt.) Ltd., Canada
Building, 2nd Floor,
Home Street, Fort,
Bombay-1.

D. DISTRIBUTORS

Shri V. Devarajulu | Representing V. Devarajulu  Chetiy &

Chetty > Sons & Sami Vencata-
Shri V. Janardanan J chelam  Chetty & Co,,
17-A, Godown Sttt

Madras-1.
Shri M, A, Khan o =t The Madras Mills Trading

Co., 18/18 A; Central
Avenue  Road, Gandhi
Bagh, P. B. No. 376,
Nasgpur-2,

E. GOVERNMENT DEPARTMENTS
Shri K. R. Aravamu- ) Representing The Textile Commissioner,
than Wittet Road, Ballard
Shri T.V. Sundarara- } Estate, Bombay-1
jan
Shri  R. Seshadri

IV. List of persons who attended the Commissions discussion with

H .qu-l

labour Unions held on 20th July 1962
A. LABOUR UNIONS

Shri G. D. Ambekar | Representing Indian National  Trade
Shri N. S. Deshpande } Union Congress, 17,
Shri V. R. Hoshing  } Janpath, New Delhi-1,
Shri G, V. Chitnis . . . Ali-India Trade Union

Congress, 4, Ashok

Road, New  Delhi-1,
Shri Y. V. Chawan . » Mumbai Girni Kamgar

Union, Bombay,



10,
11.

12.

<

—
.

Vo unkwLN
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B. GOVERNMENT DEPARTMENTS

Shri I. B. Dutt . 1) Representing The Textile Commissioncr,

Shri K. R. Aravamu- } Wittet Road, Ballard
than J Estate, Bombay-1,
Shri A. C. Chaudburi ]

Sbri T. V. Sundara- \
rajan

Shri R. Seshadri . J

Shri N, K. Chadda . »s The Regional Labour

Commissioner (Central),
Wakefield House, Sprott
Road, Bombay-1.

»s The Labour Commissioner,
Government of Maha-
rashtra, Framji Cawasji
Institute Building, Dhobi
Talao, Bombay-2.

Shri R. J. Tamboli

. List of persons who attended the Commissions discussions with

exporters held on 20th  July 1962

Shri Krishnaraj M. D. Representing The Indian Cotton Mills’
Thackersey 1 Federation, Elphinstone
Shri R. A, Podar . | Building, Veer Nnariman

Shri C. Shah . | Road, Bombay-1.
Shri B. G. Kakatkar |

Shri G. K. Devarajulu

Shri C. V. Radhakri- |
shanan

Shri V. 8. Rao

Shri B, Raha . .

Shri M. R. Hingorani

Shri H. A. Bharucha

Shri C. C. Javeri -I

Shri K. K. Seth

Shri S. O. Shroff

Shri R.V, Vora J

Shri P. N. Joshi . . The Kanti Cotton Mills Pvt,
Ltd., Surendranagar.

’e All-India Exporters’ Cha-
mber, Churchgate House,
Churchgate Street, Fort,
Bombay-1.

than
Sl“i&‘: N. Ramachan- L, The Textile Commissioner,
ShriT. V. Sundarara- > Wittet Road, Ballard

jan ) Estate Bombay-1.

Shri R. Seshadri . “

Shri H. A. Bagalkot

Shii B; C. Shroff . } " The Cotton Textile Export

Shri S. Viswanath Promotion Council
Cecil Court, 4th Floor,
26, Lansdowne Road,
Apollo Bunder, Bombay-1.

Shri K. R. Aravamu- }
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TO P® Nowk W

—

12.
13,
14.
15.

16,
17.
18.

19,
20.

21.
22.

23,
24,

25.

26.
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List of persons who attended the Commission’s public

inquiry on 23rd July 1962
A. COTTON TEXTILE MILLS’ ASSOCIATIONS

Shri Bharat Ram

Shri R. A. Podar

Shri K. M. D. Thac-
kersey

Shri B. G. Kakatkar L

Shri R. K. Parikh

Shri C. H. Desai .

Shri C. V. Radhakri-
shanan

Shri R. V. Joshi

Shri M. R. Hingorani ]

Shri D. S. Bakhle .
Shri V. B. Kulkarni

ShriC.V.Shah .
Shri L. G. Shukla 1
Shri A, P. Shah . !
Shri P, D. Trivedi . )

Shri G, K. Devarajulu ]}

Shri V. S. Rao
Shri T. Rangaswamy J

Shri N. Sakarlal . }
Shri K. C. Parikh .

Shri M, D. Rathi . }
Shri S. G. Secksaria .

Shri S. B. Agarwal . }
Shri M. L. Shah

Shri S. Bhandari

Shri S, Srinivasan .

L 24

. ] Representing The Indian Cotton Mills’

Federation, Elphinstone
Building, Veer Nariman
Road, Bombay-1.

The Millowners’ Associa-
tion, Elphinstone Bldg.,
Veer Nariman Road,
Bombay-1.

Saurashtra Millowners’
Association, Dhran-
gadhra House, Surendra-
nagar,

The Southern India Mill-
owners’  Association, P.
Box No. 98, Coimba-
tore-1,

The Ahmedabad Mill.
owners’ Association, Nav-
rangpura, P. B. No. 7,
Ahmedabad-9,

The Rajasthan  Textile

Mills Association, Power
House Road, Jaipur.

Bengal Millowners® Asso-
ciation, 2, Church Lane,
Calcutta-1,

The Madhya Pradesh
Millowners’ Association,
8, South Tukoganj, St.
No. 1, Indore.

Tamil Nad
Association,

Millowners*
Madurai-3-
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B. ASSOCIATIONS OF HANDLOOM WEAVERS AND
POWERLOOM FACTORIES

27. ShriM, P, N, Muda- Y Representing The Madras  State Hand-
liar v loom Weavers’ Co-
28. Shri V. S. S, Mudliar J operative Socieiy Ltd.,
Balasundaram Buildings,
34/1-A, Pantheon Road,

Egmore, Madras-8.

29. Shri R. M. Dalya . s The Ichalkaranji Power-
loom  Weavers' Co-
operative Association
Ltd., Ichalkaranji (Dist.
Kolhapur).

30. ShriS. Tapadia . v Powerloom Industries Asso-
ciation, Dubash Market
Building, Bombay-2.

C. YARN MERCHANTS ASSOCIATION

31, ShriK. K, Seth . Representing The Bombay Yarn Mer-
chants’ Association &
Exchange Ltd.,, 111,
Chawala Building, Tam-
bakanta, Bombay-3.

D, DISTRIBUTORS
32. ShriV.Devarajulu | Representing V. Devarajulu Chetty &

Chetty, > Sons and Sami Vencata-
33, Shri V. Janardanan J chelam  Chetty & Co.,
17-A, Godown Street,

Madras-1.

E. DEALERS’ ASSOCIATIONS

34. Shri A. B. Sutaria . Representing The Maskati Cloth Market
Association, Maskati
Cloth Market, Railway-
pura Post No, 2, Ahme-

dabad.
35. ShriN.L,Shah . . Bombay Piece-Goods Mer-
36. ShriV. K. Mchta chants’ Mahajan, Mulji

Jetha Market Hall, 250,
Sheikh Memon Street

Bombay-2,
37. Shri Ganpat Rai . ve Delhi Hindustani Mer-
38, Shri R. K. Tandon cantile Association,

Chandni Chowk, Delhi-6.



39.
40.

41,

42,

43,

44,

45.

46.

417.

48,
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Shri H. Gopaldas .70 Representing The  Hindustani Mer-
Shri A. K. Agnihotri J chants & Commision
Agents Association Ltd.,
342, Kalbadevi Road,

Bombay-2.

Shri D. Parthasar- ’e The Madras Pieccgoods

thy Merchants’ Association,
100, Godown  Street,
Madras-1.

Shri B. B. Sharan . »s Cloth Commission Agents

Union, Moti Bazar,
Chandni Chowk, Dcthi-6,

Shri A, C. Shah . v The Panchkuva Cloth
Merchants’ Association,
518, Panch Kuva, Ahme-
dabad-2,

F. OTHERS

Shri Prabhu Mehta . Representing Textile Machinery Manu-
facturers’ Association,
Brabourne Stadium, 87,
Veer Nariman Road,
Bombay-1,

Shri K. A. 8. Rao . 5 Shree Niwas Cotton Mills
Ltd., Delisle Road,
Lower Parel, P. B. No, 13,

Bombay-13.

Shri V. D. Kapadia . Vimms Corporation, 10
Bruce Street, Fort,
Bombay-1,

G. LABOUR UNIONS

Shri G. D. Ambekar Representing  Indian National Trade
Union Congress, 17,
Janpath, New Delhi-1.

Shri G. V. Chitnis . vy All India Trade Union
Congress, 4, Ashok Road,
New Delhi-1.
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H. GOVERNMENT DEPARTMENTS

49, Shri Anil De . . Y Representing The Textilc Commissioner,
50. Shril. B. Dutt . . Wittet Road, Ballard
51. Shri G. R. Joshi . Estate, Bombay-1.
52 Shri K. R. Aravamu-

than,

53, Shri M. S. Ramnath

54. ShriR. K. Rakshit . }

55. Shri A. C. Chaudhuri

56. Shri A, N. Ramachan-
dran

5§7. ShriT. V. Sundara-
rajan

58. Shri R. Seshadri

59. Shri M. S. Srinivasan

60. Shri R. G. Saraiya . . Indin Central Cotton
Committee, 14, Nicol
Road, Ballard Estate,

Bombay-!.
61. ShriB. C. Shroff . " The Cotton Textile Export
62. Shri 8. Viswanah Promotion Council,

Cecil Court, 4th Floor,
26, Lansdowne Road,
Apollo Bunder, Bombay-1.

63. Shri P. K. Mitra . - The  National Industrial
Development  Corpora-
tion Ltd., Post Box
No. 458, Udyog Bhavan,
Maulana Azad  Road,

New Delhi.

64. Shril. Mahadevan . ’ Government  of Madras,
Madras.

65. Shri M, A. Doshi . ' Government of  Gujarat,
Ahmedabad.

66, Shri A. R, Bhat . » Government of Mahara-

shtra, Bombay.
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APPENDIX IX

(Vide pararaph 3.2)
Statement showing changes in pattern of looms installed in the
composite mills
A. ACCORDING TO TYPES OF LOOMS

As on Ist No. of Plain  Automatic Others Total
January Mills
1956. . . 291 180,404 12,035 10,462 202,901
(88-9) 59 (5-2) (100:0)
1957. . . 292 180,433 13,198 7,352 200,983
(89:7) 6-6) (3-D (00-0)
1958. . . 295 186,244 13,476 1,560 201,280
(92-5) 67 0-8) (100-00
1959. . . 294 184,976 14,844 1,243 201,063
(92:0) (7-4) ©0-6) (100-0)
1960. . . 293 - 813,516 14,648 1,108 200,272*
91-6) (7-8) (0-6) (100-0)
1961, . . 286 180,884 16,312 1,580 198,785‘
©91:0) (8:3) 0-7) (100-0)

B. ACCORDING TO REED SPACES

As on 1st January Béfow Between  60” and Total
40° 40" & 59 above

1956 . . . . 37,196 144,888 20,817 202,901
(18-3) (71-4) (10-3) (100-0)

1957 . . . . 36,550 | 143,063 21,370 200,983
(18-2) (71-2) (10-6) (100-0)

1958 . . . . 35,930 143,357 12,993  20t,280*
(17-9) (71-2) (10-9) (100-0)

1959 . . . . 35,964 142,843 22,256 201,063*
17-9) (71-0) (11-1) (100-0)

1960 . . . . 36,103 141,584 22,585 200,272*
(18-0) (70-7 (11-3) (100.0)

1961 . . . . 34,351 141,151 23,283  198,785*

(17-3) (71-0) {117 (100.0)

*Excluding tape looms.
Figures in brackets indicate percentages to the total.
(Source : Office of the Textile Commissioner.)
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A.—Starement showing the various types of cotton from which
different mixing are used as furnished by the Textile Commissioner

APPENDIX XVI
(Vide Paragraph 14.3.2.2)

Mixing

Types of cotton from which a number of varieties

are selected for the given mixing

14s and
20s

24s

28s/30s

32s Com.

34s/38s

38s
Superior

60s

80s
100s

Pratap, Madhya Bharat Jarilla, Vijay, Vidarbha
M. P.197/3, Punjab 320F, Buri-American
0394, Kalyan, Jarilla, Karunganni, Inferior
Cambodia, Rajasthan American, Latur G. 12,
Hingoli G. 6. Laxmi ‘B’, Vidarbha Jarilla,
foreign cotton e. g., American Strict Middling
15/16” American Good Middling.

Kalyan, 197/3, Digvijay, Lower Saurti, 0394,
Laxmi, 2087, Vijay, G. 6, LL 54, Punjab
320F Co2, Cambodia, Gaorani, Karunganni.

L. 147, 2087, 197/3, Laxmi, Co2, Amravati,
Vijay, Digvijay, 320F, Laxmi, Surti, Cambodia
(better quality), foreign cotton, e.g., American
Good Middiing, California, American Strict
Middling 31/32°, AR BP52, Mwanza, Syrian
(African.)

CO2, L. 147, 320F, 0394, 2087, Digvijay, Laxmi,
foreign cottons e. g., American Good Midd-
ling, BP. 52,

Manavadar, CO2, Digvijay, L. 147, Surafi,
Rajapalayam, 0394, Cambodia  (Inferior
variety) and foreign cottons, e.g., Syrian,
Buzoga, American.

AR BP 52, Egyptian Karnak, Sudaa x 14L,
Sudan x G2L, American 1°, AR Busoga,
C02/170. American Goed Middling 1-5/327,
African Mwanza,

BP 52, Tanganyika, Kampala, CO2 Gujarat,
Sudan, Egyptian, CO2 (1-1/16%).

Sudan, G2L, Sudan P2L, Karmak.
No information available.

NoTe.—Soft waste and comber waste are also used for coarser
mixing.
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B.—Statement showing the various 1ypes of cotton from which
different mixing are used as furnished by the Indian Cotton

Mills Federation

Mixing Types of cotton from which a number of Recovery
varieties are selected for the given mixing
14s and 208 Kalyan, Pratap, Mugalai 197/3 Khandesh, Jarilla 829
27/32, Vidarbha, M. P. 197/3, Punjab 320/F,
Jayadhar 27/32, Laxmi 27/32, Western 27/32,
Digvijay B 13/16.
24s Buri Americap 0394-7/8 Vijay A, Surti 83%
(Rajpipla-Jhagadia), Punjab, American H.
14, Javadhar 7/8, Laxmi 7/8 Gourani 6,
28s/30s Digvijay A, Surat 15/16, Punjab, American 84%
216F, Laxmi 15/16; Karangani 15/16, Cambo-
dia B 15/16, Buri American L, 147,
SAME MIXING FOR 30s COMB. Pakistan
A. C. 134, and - American 1”
32s Comb. Indian Cotton only. Co2, 134-Cambodia A, 76%
Nagar 1”7 and above, Syrian 1-3/16".
34s/38s Foreign, American 1-5/32", B,P.52 (Uganda), 76%
GS5L and G6L, Sudans.
38s Supe- For Poplins : G3L, G4L. 1
rior
60s Same as above. I
80s Qualities Equivalent to G2L and 2Sand Sudan [ 757%
Egyptian, Carnac 154, Peruvian Pima, Manufi
(Best) 34.
100s Carnac 151 & G. S. J

GIPN—S6—16 T. C. Bom./66—31-1-68—420.
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