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Despite i t s  ea r l i e r  pmriticn as the leading factory industry ir. 

India, line cottdh-niU sector attracts mch attention today f o r  bdng 

a backward and ni'li_nrr indudry. After a pcziod of relatively good 

peflomance i n  the nineteen f i f t i e s  the industry has been characteriaed 

by a deceleration i n  t h e  rc'ce of growth of its output arid inve&nent. 

T h i s  process which is manifested. ma" . , .  clearly since t k E ,  ~id:#kties 

cu2;.~hatud i n  the recession t h a t  set  i n  around late 194 and. saw t!le 

Bdt frm production of a Large nmber of fi.ms afflicted by 1 si&esst . . 
1egcIl .e~~ to say, this perfonntu~ce of 3.11 textile industry has to  bo 

seen as par t  oi' the ~eneialisoc? recession m d  tendemy towards sLkgna- 

tian in the  econmy a s  a whale. %wever, one asppct of the c r i s i s  

i n  the industry, reeulting in the coexistence of f i n s  w i t h  wid-vazy- 

ing l&els of ,mductivity and technical advance on the one hand, Dlld 

wide vaztations in f i n a n c k l  perfornsance m the other, has received 

nwk. attcction. ll 

In i ts  most obvious 

i n  the f ac t  tk.t w ! U e  a 

f cnn this Wf erent ia l  perf omnce i s  rof?.?ctd 
have * 

lc rge ;?umbel. cf firns/_turned 1 sick1 or  a B  on 

moat succesatul firms in Indiat s industrial sector a s  a whole. lr~ f ,LC%, 

 the^ a r e  151 r i m s  i n  the indu,Ytry uhich were .forced out of production, 

while-another 143 continue in p~oduction 5hough.they have been declard- 

technically non-viable because of t he  obsolescence of their equipment, 
Y 

On the other han6, i f  we look a t  the Economic Timeg'ranking of the  



h b  
from t h e  t ex t i l e  industry ( ~ b l e  I). Of these fUteen firms one 

A 

(Calico Mills ) i s  included among the 70 companies uhiob have seen 
. .  

the highest rate of growth of e e s  over 1976-7'7. cbst of these 

firms have diversifi  ed e i t l l s  in to  the pmduction of sophisticated 

fabrics o r  in to  wnoUy notl avenues to ta l ly  unrelated t o  txxbiles. 

However, t h e  rather starlc c c n t h s t  in perfomnce seen here s'nould 

not be attributed purely to differences i n  product conposition, 

though the Latter exaggerate the hiff erentials  in the indu&y. Table 1 
gives the pexentage dictribtrtion of firms belonging t o  different 

product groupi accofiing t c  t he i r  levels of value productivity (valw 

added per work-). It brings out c l a r l y  t h e  wide differentials  i n  

the  productivity of f i r m  even within m y  one p rodc t  group. 

Undoubtedly, a crholc range of &ctors both external and i n t e ~  

ml t o  tine industry go to explain these d i f f e r e n t i a l s  i n  perf'ormance. 

f i n s  m y  fai l  t o  grow $or reasons varying from inefficient mnagenent! 
+ .  

and e m r e  of judgment t o  lock of access t o  capital  and arnunfavouh~ 

enrivonnent. This h c - v e r ,  i s  not ' our cor,c:?xu here. Rather we are 

concerned with t he  fuc'iors t l i 2 . t  f ac i l i t a te  c r  allow f o r  the coexistend 

i n  .an industry nonxLUy underhood ns u competitive one. .Our attempt 

i s  to try and qkin t h i s  co~zccistenco i n  t e n s  of .the trends i n  in-' 

vestment,prices, costs o.nd profj.+&bility, and 'hence in'terns of the 

cont exb and nature of the industry1 s develo?rmnt. %us the paper 

does not.  a t t e ~ p t  --l;c w$ain why particular firms grow and sustain 

profi*bility while others do not. Rather starting from the  structwe 

of the  industq  and tb process throwh rdxich firms k v e  grown we at- 

t o  draw i t s  impLicalkqm fo r  the grwth of ' siclaessl and of d i f f e m -  



Table 1 

WS of Sone Textile Conmnises m o m  tlze Tops1- 
giant Comanies in the 3evate  Sector 

Delhi Qoth M U 3  9 

Century $inning 20 

Calico m s  14 

Madmi Coats 

uctww-ehu 
Mafatlal F b e  

- m  
See* j ee Iiao 

Kesorb Industries 
Modi Spinnins - 
Slri k~bilia 

&adeo!zi Cotton 

Hindustan Spinfling 

Mafatla1 h&untxies 





In this context, it i s  nccesscry t o  maintain t h a t  in tine analysis 

wz Iceep dis t inct  an3 treat sepra te ly  th related problems of diffe- 

rentials  i n  technology ant! pAoductivity, on the one hand, and diff e r a -  .. . 
t i a h  i n  pro?-tability on the ~Lher ,  f o r  the l a t t o r  ars inf luaced 

by a far  g rmtcr  nunber of factors, all of which a re  not easily acconno- 

dated i n  a single analytic~1.l frame. The paper itself i s  in t:?ree parts. 

In Part  I we atudy the strustwe of the industry m d  i t s  relation with 

the growth of docland fo r  texti les.  In Part I1 we t r y  t o  seo the i q c t  

of these trends on imesken t ,  prices and piaf i t ab i l i t y  and on tb 

composition of output of t ex t i l e  f ima .  This leads t o  an u n d e r ~ t a n ~ r ;  

of the reamns why despite tho delay i n  the introehction of new techniq'x. 

on the part of certain f i r n s  they dis?lay ar, ab i l i t y  to  survive and 

continue i n  p&duction. ?inally, i n  hrt 111 we mrni.& whether the 

same factors allowing Lor the exiotenc-3 of d i f f o m t i a l s  i n  technolog 

between f i m a  also explain .the diff'ermtialo i n  profi tabil i ty.  To the 

extent t-hey do not an at ' ,erpt i s  nsdc t o  ineicate the  possible rcasons 

f o r  such di f f .e rmt ia l3  m6 to  dcl.inonte thc  areas of f~irt$er study. 

The D-nd for  Textiles 

Nost studies rolat inr  t o  tha tc3,utilc 111.justry point to  tho declirzr 
* 

in the per capita co~sumption of c.i.otlr since the nid-dxties to be or-!? 

of the principal nrob1cw.s facing the industqf. Apparent pcr capita 

consumption or  per capita gvailcbil i ty of co5ton and blmdod cloth 

reached a m u i m w ~  of 16.85 metros in 196L-65 and subsequently 6ecLincct 

slowly to reach 14.5 metres i n  1775-76, dospite t l lo inc,-case in  per 

capita r m l  incones over tlrls period (~rrble 111). Besides this d e c l i ~ s  



i n  per capita c o n ~ p t i o n ,  two factors 1@1at% t o  the changing 

pattern of availabil i ty of cloth have also berm noted : Fi rs t ,  there 

has been a sh i f t  in pioduction in favour of t he  f iner  varieties,  so a 
whilathe av i lab l i l i ty  of tho coarser variet ies %as declined absoluteljl 

t ha t  of fine snd supe fino varieties has in f ac t  increaoed; secondu, 

there has been a rapid increase i n  the av&bility of non-cotton faba 

2 and cotton/non-cotton blonds. 

The  changes observed i n  the pattern of availabil i ty have provided 

the  basis for two arguxanto regarcling t h e  possible f%ctors bohind thee 

decline .in per capita conm.1ption of cloth. The assymztry involved id 

increase i n  the availabil i ty of fino &tan, non-cotton and blended 

fabricf(conswned min ly  by lihs upper incom ' groups ) and a deamuw'in 

the ava i l ab ig ty  of coarso and lower uediur.~ cotton variet ies ( c o n 4  

by the lower incono ,goups) lmds credence to the v i a  that  t he  d c c a  

i n  per capitis consaytion has to bo explained i n  terns of (z, sh i f t  i n  a 
distr ibution of incom i n  favour of tha upper incomo group:,. The d e a  

i n  the consu~ption of the lower incone groups. arising from such a 

process, it is argued, cannot be balanced bS. tho increase i n  the ~ p f j l  

t ive ly  otatumted; hence the docline in weiall per capita c o n s q t i a  

Tho sh i f t  i n  incoim distribution i t se l f  i s  a i-esult of the s h i f t  in 

terns  of trade in favour of agriculture in the post mid-sixties, cons) 

quont t o  tho s h a q  increase i n  foodgrain prices - a phenornanon which 

has provided th basis fo r  an  oxplcirntipn of ?he overall trend'tomrdb 

' 'Y ,stagnation i n  tho  denand for  industrial products in India. 



Pa, CA?ITA ' A V ~ I M I ~ Y  OF CLOTH h?D P L  Ci'95IXA .' 
;iEIlL DXOME 

Sourso : Baslchar G. Kakatkar : igFki l l  h Pcr Capita Cloth 
Consmptionr~, ICii4F Journal, Deccnber 1577. 



M l e  the above argument unc'oubtedly explains in part the  

i n  the per capita d e m d  for  cloth it appears in;iufCicient f o r  the f 
b 

ing reasons: ( i )  Since the poorest 30 nor cent of population 

(sxpendituro-wise) ccnwne on ly  7.45 per  cent a& 4.75 per cent of 

the  cloth consumed in '  rural and u i b  areas respxtively,  while the 

richest 10 per cent consums 3,!+.54apr cent and &.89 ner  cent, the 

clctclirl. i n  ccl:rpuiz).tion i s  not ms i ly  explained purely in te ins  of a 

decline in  cansumption i n  the lower expenditure classes; and (ii) it' 

fails t o  t&o into cc,r,sicloration the iqdicat ions  of tho increase in 

the durability of cloth,cmsequont to the i r q  i ovements on existing 

Ihc data on t~ distribution of th; cmsunption of blnded t 

according to  the lev01 of incorm ( ~ a b l c  IV) indicate that it is  con 

tratcd in t:m upper inco:.~o .this is only t o  be expected givai 
I 

t h o  fac t  t h a t  t hc  price of mch t c x t i l ~ x  i n  two t o  three t ims that: 

of c o t t m  cloth. Dub tl:c uoar life of t l~cse  tcx t i lm i s  a lso  two td 

throe t ines  tkt of cotton fabrics. The greater dumbility of such 

cloth coihined wit11 i t s  wash 3 r d  ma-- prop.x-tias 1.rs3ri3s it posgible 

fo r  any inilividLal t o  ~ d e  do with t.mh loss cloth in  ton lo  of lind 

r x h s  i n  a @JQI poriod ol" ,t;irle. Thus the growth i n  the consunptia 

of nore dumble cloth ir! tllosq-os of incono w!lerr? connunption.. 

is cmccntzrbcl would, it i s  argud,  l a d  t o  a decline i n  t h e  

Y d e k d  fo r  cloth per capita. - 

It n o d s  to bc noted hero t h a t  t:r, tmzs dcscribd Rbwe, not 

only l ed  t o  a decline in tho overall consmytion of cloth pcr capihl 

but i n  particular to a docline i n  t h o  c o n s q t i o n  of cottoa cloth. 



Table IV 

$cone Group A l l  Textiles Cotton Other 
Textile s Textiles 

----.------------CL---------------.)--. .---------.------ 

Rs. 1500 

RS. 1500 - 2,959 

Hs. 3000 - 5,999 

This stAgmtion i n  t h e  dcmnd i3r cotton im:tilos, coi.ibined with thc. 

changes i n  the patten1 of consunption infl.--cnccs both the  compositior 

of output of t c x t i l o  f i rm and also their c?imctio of oxpansion. 

The ~ m c t  ~ t . t L r p  oi t h i s  i;; ?-I... ?rice and i t s  implications f o r  a7.c . 

structure of tho  h d u a t r y  i o w h a t  we coim ,to i n  the discusaiori 

t h a t  follows. 

Structure of the I@ustq  

A t  t h o  b@nrling of 1 9 5 ,  tlr! cotton-:dll inducrtry in Inc'ia con- 

s i s t ed  of 631 un i t s  i n  opcmtion, of w:lj.ch 403 wkcm purely s p i n n i x  

units and tihe rc.r*airdr;g 288 coi2positc units.  !lowever, of the . t o k l  

spindlage i n s U a d  (18 ,tY-7,000) only 6,539,OOC ( t k t  i s  34.7 p e ~ c ~ f . ? .  ? 

wore with tnc spinning .xills w h i l e  12,31S ,000 w e r e  w i t h  the conposit2 

T units. 



. This unequal clistribution of the spindlage conbined with tho 

gave mcnlal  rqguhtion that  n certain proportion 'of the yarn 

pmduced i n  t h e  conposite sector  s l m d c i  be sold as 'free in 

the  open ualket inpLies tha t  tlm &dnnirii anc' corqosite sec%ors of 

the industry cmpeto with'  each other both in the radcet f o r  mw 

naterials  and ' in th?.t for  f inishcd yarn. Further the t wo sectcrs 

together face the Lhreat of entry of potential conpetitars into 

the darn nark& for  there elds ts  no restriction on the creation of 

The s i t ta t ion with respect t o  inter-sectoml co rp t i t i on  and 

conpetition fron ncv' &tmnts  in the pmc?uction of cloth appears 

t o  be d i f f e r a t .  T h i s  f o r  the followiqy reasons: Firstly, since 

there i s  a restri.ction on the axpansion of loor.qye in tho  ill sectoi., 

there i s  no th reat  f r m  potential coiqxtitors t o  the exist- 

conposite r E U s ,  eiti:er due t o  the m t r y  of existing spinning 

n i l l s  &to wen*; or due to  the estnbliduent of new ccnpnsite 

+d secondly, sincc t h  promront  resolves certain vrriieties . ~ ~ s ;  . 

of clot!! l a q e l y  f o r  -Ao  d s u . t r r * ~ s e d  sector, tho conpetition 

between tho LU and clocmtrzzlisoc? socto IS i s  wtod 

d e n t .  Ibwevor, the a i s t e n c e  of corplete freedox 

s e c t c ~ s  i n  the prduction of non-roservd variet ies 

coqc t i t i on  in mspect of this category of p rduc t s  

t o  a certnin 

fo r  both tho 

inplies tlmt 

altould be 

intense. 

reason %o believe that the nill industry as a whole woul6 be 



largaly a corpetit ive one, f o r  it has certain other a t t r ibu tes  

which endow it with a culpet i t ive character. f i r s t l y ,  unlike in 

the  'foligopolistic inclustries as t radi t ional ly  defined , t he  industry 

consis ts  of a la rge  n u b e r  of f ims with no m r k d  concontration of 

output i n  the  hands of a few producors . ~ h u s  the Monopolies Inquiry 

Comission found t h e  l e v e l  of concentration In the industry to be 

Secondly tLcre a- wide variat ions i n  the s i ze  of fins in 

. the industry which - resul t  i n  subst,antial cost W f e r e n t i a l s  arising 

out of the  'econor.6e.s of scale. t In f a c t  Uio industry consis ts '  

of a spectrmn of producers varyins $"on .* t hose  earning t h e  

highest p r o f i t  ;to the  Inarginal proclucors' who earn a lzos t  no 

prof i t s  above ope-ating costs.  This would man t.kt a reduction 

i n  pr ice  by any of the low-cost pro6ucers. would load t o  the e x i t  

of the m~~l; iml '  prcZucozd1 fmri production. If this were not 

t rue  there  would be a tenikncy on the ,me of f i n m  not t o  

r e d k  pr ices  relatil.-,. t o  kosts for fear of i&alintory action by 

equally s t m x  c o r p t d o r s  - a tendmcy rd?ich would reduce the  
. '  ' 1 3  

&tent an?. also r-CL%cr the  :ct?ire of c o - e t i t i ~ g  in t!le industry. 

Thus, on the whole, the above s t ruc tuml  ~ ' ~ a m c t e ~ s t i c s  of t he  

industry would r.&e it a c o q o t i t i v e  one. 



However, wen here, the compctiti-J,, Ytructum o.C the irldustry is 

'to a certain extent rmdif id  by the vide variation3 in the coqmsition 

of output of w h a t  are gcrccrnlly ~ C I Y . I ~ ~  'to:ctilc rims.' Vari7tions 

in the composition of output trriw duc t o  tia fo1lorri.n~ four f ~ c t o r s :  

(i) cotton cloth o r  S r n  is not a l~omo,~unous p x h c  L but includes 

different counts of ptm and varictics of cloth distir.guished i n  tcms 

of t b i r  fincncss, bcsidcs of coursc diff  orenccs i n  wi.?.",:lr; , ty_son ,otc. 

(ii) tho gmwing i!+ortanco of cotton and viscosdpolyo3ter blends snrd! 

of which i s  proc?~~od or. tho cotton +inning me! mavine; systcn i t s e l f  

araC! which are> known fo r  C w i r  dmbi.l.ity, bcttor appcarrncc , anti-crcasc; 
8 

and t lw mmilability of 
properties and so on; ( i i i )  tha  r'ifferencco i n  processing f ~ ~ c i l i t i o v '  

L 

diff c rcntiation; 

with toxt i los  as 

l ikc synthcrtic o , 
c l~c t&cs ,  and 

Thc d i f f c m ~ c c s  i n  t !L. co~pos i t i  ;n cS output c"..lising fro;.! tho 

subsknt ia l  almmt:, of inpcrfcctiori in*& thc mfict. A qo1:corlikmt 6:' 
a. 

such a procoss i s  tho increasing 1*0le o f  qtn l i ty  conpetition ( a c c o q a ~  

nicd by hqkr selling cas ts)  as o p p o s ~ ~  t o  pice coxpntition in tho 



industry. T b  hpo r tanco  of this fac tor  can bs  jucigcd fr6r.i 

has doclincd frc.1 327,000 to 29,000 and t!iat i n  1 woeizing and 

rolatcjil ac%ivi t ics r  f r x  294,000 t o  262,000 betwccn I s 6  and 1973, 

whilo t ha t  in  ' o t h z r  a c t i v i  L i c  s i n c l d b g  ploceosingl has grcwn 
. " 

from 186,000 t o  23@,G00. Howcmr, this trcnc: shpiLd not be 

throunh c ' i f f ~ r m t i a ~ i o n .  ' Sincc r m y  of tho mro sophisticated. 

fabrics  involvi n3 nclr p'rocoosing tcclmique:: and b l  mils c o n s t i t u b  

an oxtrcrncly co tl;l m q c ,  t?ley ca tc r  cxcl.usively t o  the  q p c r  i n c a ; ~  

groups i n  t h e  population. Purb:-c r, -5ncc  t!!~ tcch5qucs (cspociall; 
, 

proccminrJ) u=d in t h o  pm!.uction of such fabr ics  h l v c  hi.4-r 

l c v c l  it of invcst:.lint and cvcn col labom tior, agreermn ts w i  tJ1 fo  rcip 

prohccr3 who hold the petento f o r  ntch proCbct;, they ar:: accosait:~. 

to vcry few producers who inc .msinqly  conccntrate on such product 
w 

as pnrb of a progmmc of diversification. Thcse pr(,ducers 

. hardly corqote witl).mny of the f i n l o  i n  ib industry (especially 

tho r a q i n c l  a:1:1 m~b-m r c i n d  fi m s  ), sincc tic i r  fabrics  haf l - l j  

of thc most b v a t i ~ o  f i r n s  a t  tht? f ron t i e r  of tochnical change 

i n  t ! ~  i n d u s t q  a r c  in f a c t  not coripctitivc with !:!any of the finm 

1003 soplxisticatod i n  t c m s  of tcclmology. Or, the other hand, 

thc.m C)(i3$ ii viTtUPJ. oligopoly i n  t!zz prpcluction b f  csrtain typcs 

of luvuly fabrics .  Typical c,=i~pl .m of firms proc',ucing such a 

m c  @of fabr ics  .ere bnbay Dyeing, Dclhi' Cloth Y i l l s ,  Thtau, 

Owalibr d l  so on. Thus th::ro" &%to,  a s tructural  brcak' i n  tho 



industry with a fow oligapolistic producars concentrating on a mnp 

of exclusive fabrics (ud a large number of prcdmors c&poting in  tho 

production of the m r o  ordinary fabrics. 

Besides the tonilency of concantra%; on the p d  uction of mom 

sophisticated fabrics on tb part of certain firm, we havo noted that  

duction. l b b  an annlJirDis of tk industry bascd on tAc output it,pmdued 
0 

( a s ' i s  implicit i n  a j l  dorand studios) w i l l  bo insufficiant t o  oxplain 

tho perf onmnco of tho firms constituting tho *dustry, and thorcfa n? a14 

tho diff orcntials in  technical and financial p w f o m c o .  !llm inportancol 

of *is t rmd  of diveroification i s  c lear  fron thc fo l lwing  quotation 

DThc lncortainty 0; oaming'mguhr prof i ts  fmn tho mnufacturc 
of cotton tcxt i los  has forcod :,any companies t o  divert t hc i r  
funds to other ac t iv i t i es  fik~ tho production of stod, cherli- 
cals, otc. and also t o  imrcst i n  conpnio~subs id ia r ios  mnufa- . . 
cturing products othcr than cotton fabrics which fetch bet ter  
prices in the open mrket. Of the  261 conpanios covered i n  the 
scr ics  for  1965-66 to 190-71 the avdilablo data indicate t'mt 
only 57 companies a m  Spinning purc yam and 115 companies a m  
mgagcd i n  tho production of puro yam apd cloth. Thc r- ' 

conpanios h d  rcsortod t o  the production of syntbt ics .  In 
addition, as mmy ao 39 of the  261 conpanios had undmtakm 
subsidiary activities lilco tho mufac tu re  of chemicalo, s teel ,  
sugar, electronic oqu ipmt ,  rayon and silk, . r;rrchinery,&c. Tho% 
arc  sonc 8 companies which am having cithcr fully omod sub- . 
sidiarico or  conpanios controlled by t h o 3  cngagcd in activities 
othcr than the manufacture of cotton toxti lcs.  15/ 

Thcro aro  ,;any factors that could oxplain this tmnd tomrds 

diversification. To start with, tho pattcrn of gmuth i n  the d o d .  

f o r  toxti los wo had discussd oarlicr and in tht for dhufncturrojn 

providos new * r o ~ ~ o t i v d  o&rtuarktios in tho p ~ ' w t i o n  of blmdod 



and l m r y  fabrics and in avomas U k o  c o n s w r  durable3 and activi-a 

t i o s  related t o  it. T h i s  prwidos a powcxful. oxternal induconcnt t o  

axpend in now directions, especially for  f ims capable of overcoming 

obstacles like.= barr izrs  to entry, the . n o d  for  initial etaying powc2, 

as tho availabil i ty of particular typcs of unused mnagerial eenricos, 

new innovations in i.nrlustria.1 resoarch, the t.3chnologicd. base of tho  

rim, md so on which gonomtc tho pmssuro for divmsif'ication. g! 
b 

Thirdly, oinco about tho l a t e  f i f t i o s  prof i ts  '(both mr,yins on saJos 

and roturns on capital  - coc Tablo V)  in  mctors likc s i lk  and rayon, 

chemicals and mnccring l ~ v c  bccn alnost doublo tkt in the textile 

industq .  Thus thc soarch for highr m d  moro regular profita rrdght 

it3cl.f warrant clivcrsiftcation. Finally, oincc i n  Indim Irldustry 

tho n o d s  of tho bu3in-s howo nrtlcr thanetilet of particular f i m ~  

?avo a significant influmco on t?w bchaviour of f irns,  diversification 

:Ilglrt bo nccossitatocl by t he  overall strntogy of .tho business house. 

Thm Hazari i n  hi% study on tho Corporato Pr i~mto  Sixtor mtod tha t  

Tata, Martin Burn and Shri Ian among tb larg.;r groups profcrrod t o  

and h r t i n  Burn br?w~wc of tbir prepondcmt intarost in  capital 

intensive industleics and Shri ran out of daliborntc c;loico. As f o r  

m y  of the otlmr groups, including Birla, D d x 7 i a  Sshu Jain, Bi xd 

r a &uleur and J ,KO, though thy  displayed a tondcmcy to disperse 

industrial,  trading an& financial a c t i v i v ~ ,  thoy . divorsifiecl 

m y  of thoi* l a d i n g  c p t p a n i o ~ . ~  Watcver thc oxact r ~ t i v a t i o n  

for tho divcmification of th&act id ty  by soce of thc l a d i n g  finils 

in.tho toxtilc industry, it i s  an aspcct of t h o  stmturc of tlh 
r) 

industry wl-dch las oigni.Qicmt irplications f o r  dc7tolopmmts w i t h i n  



. . . . . . . 
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the hdus t ry  - an influonce we shall cone t o  in thc mbsaquont section. 

N ? w e o f  the Co.l;>otitivo Procoas 

Tho ovo.t.-aXL staturation i n  the grcwth of denand f o r  tiis 

products of tlu; nill a c t o r  has &flactcd i t s e l f  in tho hiyh l w c l s  

of unutilisod capacity in '  t :D industry. Givm tho structure of 

tllo induotry doscribed e a r l i ~ r ,  and the tcndcncy of fims -Lo smtah 

a cortain 'rionall lsnrol of ut i l i .xt ion,  klzi s unc~.\~rutili~mtion of 

capacity s:lou12. load t o  n situation wharc tho norc pr~gI 'Gssiv~ fjms 

than fo r  incronrring sclling costs o r  indulging i n  q w l i t y  conpti t ionl  

If this occurs, it would a d fcc t  tlc cost prico relationship of 

unit opcratbg ' cwts  equals pricc)  t o  c.orztinuo i n  production. Tho 

conccqucnt ex i t  fron production of thc 1 ~ 3 8  tcchnolo@caUy advmcad 

pro duccrs (tlw nunbor dogcndiq on t h o  extent of tho cut ) 

lmds  t o  n redistribution of %lru existing m&& b u t m a  tho om who . 
continuc i n  pmludion and tn&foro t o  an i n c m m  2h tth utilisatior.  

of capacity. 

Undoubtcclly, in  tq ic  t cx t i l c  incluctry both f o r m  of cmpctition 

(price and quantity cocipctiti t im) have play& n m13. Givon ri, ing 

co::to ovor t inc,  thc at tcnpt  t o  pass on productivity incrcasos t o  

costs r d a t i v a  to priccs. In iSct bctwoon 7964 and 1975 tho  indrs. 



nunbcrs (1961-62 = 100) of r a w  LO+: a n  ancl m q o  costs  l ~ v c  i n c r c a s d  

at  thc  r a t e  of 10.45 pcr c m t  =cI 7.3 - 8.4 p'crccnt (in diff.:ront 

c m t r e s )  ~ s 1 3 0 c t i v ~ ,  w!dlc: tli~t of cotton pm cnd unufac turcs  rose 
2 3  at 5.79 per  ccnt and 6.57 p.r ccnt rc:;pcc-i;ivcly. A s  f o r  tho  ,prowth of 

qual i ty  co;llpctition, wI?ilo it has bcon on t i w  h c r m s c  as i:: c l a r  fmv 
w 

tno  proliferation of va r id t i c s  and blcnds, t h ~  sh i f t  t o  b&tc r  and 

nor0 dumblc v a 5 s t i ~ s  of c lo th  and tlc incrcasing i ~ p o r t a n c o  of tlic 

procossiq sidc of thc i n r l u t r y  indicated .. ,zarlicr, it i s  cx t rcwly  

d i f f i cu l t  t o  ncrrsure thd cxtont t o  which -tllis fac tor  Ims playstj s rolc  

r c o t i q  i s  t l ~ t  bosidco t11::sc 151 f i rne ,  th::rc cvon today cxist in 

on tho bas i s  of tho cr i te r ion  c?f tcchniezl oo:,clc;.accncc. Furth:?r, 

o f  docrcpit  machincry. Sinco r~dc-rl-.isation i s  not; :L ono-tiilo ~ S C C S D  

but rath,!r invo1vc.s a colhtinuous p i ~ c i ; ~ ;  of ~ ~ i n t ~ n a n :  c and the  up 

dating of d i f f m ~ t  pprocasncq in a ~ i v c n  pljnt,wit rviains a 

doopito t h o  &atonci. of firins i.n t:l2 i n d u s t ~ y  with lk7h l i l r c l s  of 



, h n  our description of tk conpotitivc procoss it sho'uld bo cloar 

tha t  w h a t  mods t o  be lookod a t  i s  the ra te  a t  which productivity in~reac~?. .  

occur i n  %la h d w t ~ j  an& t:ic extant t o  which thcy affact  o r  h f lu~ncc  .%I.- 

difforont f i r n o  i n  thc inatxitry. Sincc productivity inarcases irrrply sono 

~ O I T I  of technical chmge, t Z q j  arc oithcr fiu t o  t l  . cp laca~mt  of a is t . 2 .  

that is, t h e y - d e p d  on Vnc ratc of grcs s Tixcd as:;ots fomation or g m  r. 

invosbcnt. i?!v 

y a r  intonmls,  for tllosc fin!:! C O V I ? ~ ~  by tho TLRI S ~ U ~ ! ~ J G  of t h i r  fimn- 

1950-51 and 1965-66 fmn 7.4 p r  c a t  ( ~ $ 5 0 - 5 )  t o  10.3 p i r c a t  (1960-65:: 

Subooqumtly, wc  soo tht tllc rrtto of gms s fixsil assots fornation fell  

shcrply  to 6.63 par c m t  ir, tho p:riod 1 s5-66 to 190-71 and then IDGC . I* 

to 8 ;5 per c a t  in tile swontioo. A s  f o r  nct fixcd. e mots  formnti~n, 

af tor  rising mrply frca 6.61 PIS c a t  p ;r 8 ~ m a  in 1953-55 t o  12.25 

pcr cent i n  1955-60, =: 'procx3r; o r  .clccdcration s.::t i n  with th value for 

sinco l h o  values of g-33 assets are in currmh priccs t h e  a c t m l  d,oco- 

tho stagnatiorr $A thc ra tc  of growth of%pacity i n  CIS n i l 1  sector. * 

a t  t l?u  rato4Bf 1 .13 p x .  ccmt $ annu., and tl in t of t11S nunber o,f looms 



B b l e  VI : Annual Co'kmbund G r o w t h  rate3 of NeC And 
Gross Fix-XI Assets - 

Period Net f ixd Gmss fixed 
Assets Assots 

Noto: Growth n t c s  am coq~utcd on the Sasis of f i t t  ld 2 
trondo. Figuros i n  brackets give thc vdue  of tho It. 

of growth of loomge capacity is  rclated t o  t ! ~  restr ict ion inposcd ori 

i t a  expansion. Hawover, vlxat i s  intcrosting t o  note i s  t h t . c v o n  

uhon 'tho govemicnt did l i b c r a l i a e  its policy nd pcndt' an i n c m s e  

i n  the nunber of loom ir-stall& tlic offer  ;rag largely unu t i l i sd .  

Thus w h m  a departure was uadc fm:i tho  polic,: or rccrbriction in 

October 1963, whal a 10 pcmunt i r~crcaao i n  tho 100i:ige of corqosite 
\ 

'&US was sanctxiond an& 3:dnriing 1511s idern flow& t o  bet up 100 

&oao each, it waa n o t d  that  Wns jeminsion was not l k r g d y  u ~ ~ ~ o o .  

The net  effoct of this stse;ation i n  tlis m t ~  of invcstr:~cnt w o ~ U  be 

tho slow rato of technical ch@*-o and at low rate of ~mcltlctivity 

increase i n  tho industry. 



T& Distribution and Diroction of -%cstnent 

However, this i s  not a l l .  I n  f a c t  the figurns on t.k r a t e  of 

gmss fixed a s s e t s  forrat ion quoted abovc a r e  no c lear  incitation 

of thc  extmt to vl~ich  pm&.~cti\ i i ty increases occur i n  th industry 

and thcrcf'oro, of the ' ~ o u p c t i t i v o  press- on ot:ar fins in t h c  in dust?^. 

To understand this we n c d  t b  60 k c k  t o  o w  carl-icr s k t e ~ ~ c r i t ; ~  regard- 

i n g  the S t m t ~ r c  of thc industry. F i r s t l y ,  u;? ;.& a g ~ d  t ?mt  t h r c  

d s t s ,  what w c ~  ternecl, a s t r u c t u r d  brerk ir: t!u ifidust.ry with a 

few finis prdcluciq; f o r  a hiz!ii.y ac lus ivo  mrke t am? t21arefoz-e not 

cbnpoting with tllcannjority of 13 i.rduccrs. &zm4ly, wc had indicate:  

t h a t  nost  of tho la rger  and noro rapidly p w i n g  f i r n s  i n  +& industry 

had divcrsifid t h e i r  a c t i v i t y  aid cntcrrd wholly GCW ai-s of prd~~.cc-;?-.:. 

T k s e  fho fac tors  a r e  s i p i f  icant  , f o r  productivity increases 

arisin? fron such a c?iversion of invi.skaont obviously do not gcnexat~  

s i zc  d is t r ibut ion  of firr.:s a c c o ~ l i n ~  t o  t l ~ i r  y-u!uct conpo s i t ion,  

unclcrtokcn such c!l::ngcs i n  t!.;ci r pm&uct ccrqo s i t ion  am t!o biggcr 

which load t o  tile cdt of ti= noio tcckzlically backwad f ims fm.1 

the mrket .  An id= of %!E extcnt; of suc!; invcstmont can be obtains? 

(with n paid-up c ~ . p i t a l  of over 3 &ore of ~ C C S )  w i t h  Y v ~ t  of the 

covord '  i n  the :33I dx2ic.s cn t l ~ c  financoo of Jo in t  Stock Conpanicc , 

that thc l a q c  conpanics wl;i oh covcr ahout 1 P I  5 pc. rcm t of all' tho 



conpan i~s  incltldod i n  tho id31 sa~:ple, hcld about 60 D C ~ T ~ I %  of th 

roscrves ad surpluses and undertook akmt 54-57 percmt of t:ic 

invc&ncnt i n  f i x d  a s sc t s .  This indicates t h a t  thc bulk of the 

inves tmnt  i n  the  industqy i s  undcrt&on by t!~e k r~;?~r  f'ims and 

mn3c;,urntly i n  l ikoly b bc c i thc r  i n  thc norc cuclusi.m tcxtilas 

not  corpet i t ivc with thc products of a m j o r i t y  of p r d u c m 3  o r  in . 

tho  production of vjmlly now pmducts. T h i s  conbincd with tho s t a ~ ~ . q  

i n  invcstncntancl tho crcation of new capacity, reduces the conpe- 

t i t i v o  prcssurc an k.?c t e c h n i c a l u  bapdcwarcl f ims &ducing t h e i r  

rate of d t  fro111 prodrctinn and cnsurin;cj. tlm ..cor~+.c viz,bil i ty of 

mny of then. Tho slow r&tc of t o c h i d .  chpn;c i s  roflcctcd ~ m s t  

cloar3.y .in t t a  f a c t  tlnt though thz acJ.ovkicln of .wtor.mtic loons ! z d  

bcgun i n  the  ixmdiatr) po st-ixlq U I ~ C ~ C C  p;riod, by 1 9 3  o d y  18.36 

p c r  ccnt of tk  loot^ i n  t!= inG*astry wcrc auto;ntic;  a c l x r  h d i a k ? d  

of thc  trcr.icndous dolay i n  thc  introduction of r . ~ w  todmiquco in t.k 

industry. w F'urthor, w h i l ~  b; 1551 it lnd bow cstinatcd tlx t about 

50 per ccnt of tho l o o ~ ~ s  and uvcr 22 1pi.r ccv+, of t k c  spir.nin$ f ra; ~2r: 

noded  r c p l a c ~ n  at, .zj: ound 1 %'3 th Ilodcia,.; Group on Toxti los notes 

that '5 bout 6Q po r c c ~ t  of t!c 1:lotallcC capacity i n  tlic industry ' ic  

pc&ins t o  w d .  and n a r g i m l  wits wh~ch rcquirc mc?ernisation a t  ar. 

acccloratod p c o .  TMS to a 1nr.p a x t m t  ;-ry explain tho obscr- 

vcC ccononic v i a b i l i t y  of tho  s ! C t l . ~  fimv dmpi tc  t h c i r  t c c h c i a l  

obsolcsccncc. In other wod3, tllc s t r t p  t ion  of t!m imlustry i n  

tcri-ls of output an? i i w ~ s t m n t  a d  tho ~ o : . ; ~ ~ q u ~ i t  Ziroctior. cf c x p -  

sion of thc  f i n m  t.kt do grow, rcflocto i t o c l f  in a c!u-onic pmbloi., 

of technical o b o ~ l o s c ~ c c .  



Size tr ibution of-&+g,le F ' i r 0 & ~ , c c ~ r c l i n ~ ~  - -- - 
@xiuct Composition 

Sizo of T O M  15C- 250- 350- 500- 650- 800- 1000 
~ ~ s o t s i n ~ ~ . ~ - a k &  - 0-750 250 350 5 ~ 0  650 go0 1000 
C o m d i  t y  Group 

+,he 
l?ote: For the  bas is  on Table V. 
Source :Bonbcy Stock 

I n ~ l i c a  Lions f o r  the  In6ustry 

The slow rate of  toc;mical chwqo in  the  indw:;ry has undermined 

t l ~  ccnpetitivcness of the  ..rill sector vis-a-vis  th doccntralised 

sector en t he  one haad anC the r.m-!.ladc f ab r i c s  on l h e  other. 

1 i t  I;: stdy c;:~ -&: clwn p s  va1v.c added ;xr person in sele- 

ct& indus t r ies  i n  M . i a  has note6 t lmt  f o r  t i le period 1546 t o  1 ?69 

the t e x t i l e  indilstry saw 8'1 nrnual ra te  of growth of valuc added a t  

constant (1~@-1+9) p r i c e s  of only 1.3 per c m t  wfiic!l was nucli lower 
a' 

than average r^-te of growth cf pro~.uct,ivity in lmlly o t b r  iE:!Ustfi23. 

In pract ice t h i s  has :,~eani; t h a t  t h  industry has not barn able  t o  

n c h r a l i s e  cost  incrsases tilroqlr increases i n  productivity t o  my sip:-.- 

f icant  e e e n t ,  loadin:.; t o  a, c~ntiimouo r i s e  i n  t?le price of cotton 

mn&actures . For an in8.w t r y  w11ir;k i is cor-tpeting idth t!le ?.:i 4   lo^ 

ind.ustry, whoso ::Jcolv.i~. p;.ico per uxit i s  ;uch  l o ~ ~ e r ,  :md the mn-nack 

31 ' 
WZG industry whoso pr ices  a r c  rising l o s s  f a d e +  t i d s  has neant 
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a contimous loss  i n  dwmd as a resul t  of substitution away fro:; 

rhu poduc ts  a t  both ends of th existin? incone range.2Y -Such a 

pmcess has placod the  industry in a s ta te  o f  cu;tulative disoquilibriur,, 

as it were, with der.lanc! decelerating rapidly over t ine.  Thus the  per 

ca,pita c o n s q t i o n  of cotton xill cloth has declined a t  t h e  rate of 

2.a per c a t  per an?~u;.~ over the period 1551 Lo 1972. 

Fror~ t he  point of via? of tho p ro f i t ab i l i ty  of the industry the 

h p l i c a t i o n s  of tlic above t r m d  are c lea r  enough. The avomge rate  of 

r o t w n  on capi ta l  f o r  those t o x ' i l c  f i m s  covered i n  t l ~  81 studies 

has seen an a lnos t  continuow daclino f ~ r  a peri~i l  of over 
* 

10 years following a peak reac-led in 1961-62. The q c  1-tolds t rue 

f o r  the  cnrgin obtained on sales. Hmevcr, it slloulci be c lear   fro:.^ 

our discussion on tb diffmc n t i a l s  i n  t l y ,  lcvels of ? r d u c t i # t y  and 

t h e  conposition of output that this would not be t rue  of all f i r m  

i n  t h e  industry, In f a c t ,  w c sllould expect mbs ' ;ant id diffom n t ~  Is 

fif- *am. perfomance. It i s  t o  a study of these d i f fomnt ia l s  

anil the possible mesons f o r  t h o i r  k s t e n c e  t h a t  w e  turn our atton- 

t i o n  i n  the  fol lob~irq section. 

Investment and Pro f i t a b i l i t y  

EN,: prcccc5.ri; m a l y s i s  of technic& c!utngo in the 

$ndustry i t  would appear t1p.t tho two principal factom msponuible 

f o r  diffele n t i a l s  in f inancia l  p e r f o ~ ~ ~ f l x e  i n  t!m industry a r e  the  

differences in pmcluctivity %lie differences i n  pro%uct conpositio:-. 

We had argued & l i a r  that d i f f e r a t i d s  in  pmductivity over kine 

dopcncl on technical c:uri~e and l~oncc on %ha rate of invostnent. 

IYTllis i s  reflected i n  a s : p q  C s c l i n ~  i n  t h e  five-yal.3.y averzp,- 
r a t e  of prof i t  shown in Tcbla V; f o r  yoarly claw asc l ~ B 1  Gtwl.ies, 
on FZinances of Jo in t  Stock Coipnies.  



The sane would hold t rue  f o r  changes 5x the p r d u c t  n ix  f c r ,  c'.espite 

t h e  f l e x i b i l i t y  of equipr:!ent uscd, beyond a point mcEi chmges 

would necessitate invest:::ont. cit!ux i n  ~ ? G I  equipmnt o r  i n  the nodi- 

ficati.cn of c x i s t i q  c q d p x n t .  32( Hence, we should expect t lmt 

inpmve~nents i n  f inancia l  perfoxrncz woulC be reJntcd t o  the r a t e  of 

invest lnat  - tha t  i s ,  fir!ls wlLch un6.a ta!c:! a !:i?her r a t e  o f  invest- 

nent would also reap a bc t t c r  prof i t .  In o z b r  -to sL~d..y the &tent 

and nature of  the relationship betwe= in7,rest;:lent and Y l o  E i m c i a l  

perfoIk.?ance of f i r i . 1 ~  w c  sclectcd a smplc of 25 f i m s  classif ied a s  

i u g  . 'Ihc choice was based or, t h e  avaiLabil.ir;:; of  continuous d e h  

f o r  the perioz 1964-74. An m - a l p i s  of t l ~  fim!lcial s t z t i  s t i c  s of 
m 

these f ims  broqyht out fhi 3ol.lowin~: (1 ) T h c r ~  existed a hi31 degree 

there  was no s ignif icant  relntionsirip b~twecn tPlc m t c  of growt!? of 

fixcd asse ts  of fin.% over thc period 1964-75 and the :.werage lcvel 

s d e s  and p ro f i t s  wt.1 the  s i ze  of finis, thesc v a r i s t l o s  seen t o  be 

rcla-I;& to the prclcluct nix of the f inw concanred (Tables IX aizd X) - 
the m r e  divcrsifiec! fir-3s s k w i n g  a !igI~cr late of increase of tkoe  

variables.  3 3  



Table I X :  hAraLe i a t e  of Gro~rtil (1964-67 to 1973-74) 
of Soloctod Variables -- of 25 fims classifid - 
b y s i z e  of f i e d  r~ssets  

i7ot0: (i F'igums in brackcts indicate standad darriatbns* 
(ii { kvexagos 'mlutc to tho weighted avornges'of tho m t e  of 

growth whsre thc weighto ar3 tho  actual valuos of tile con- 
cornd variable in the baso poriod. 

Source: Calculated fron d a k  p-mi ded in  ti^ Ronbay Stodc &change 
Off i c i  nl Directory, Stock Excha&c Foundation, Bonbay , 1 9'76. 
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Table X 

Product IJo. of Tat0 of %'@W~?L i a t o  of Grmt:i i a t c  of i b t e  of g m  
C a t o . 9 ~  fir;.]s of 3roas . fixed dssc ts  of I!& fixed grsstfi o f  or" gross 

As set 3 

spinning, Wc3Eving & 
&lied a c t i v i t i e s  & 
w l l o ~ y  new s m m e a  ( 5 ) 1 1  .15 13.24 15.12 l&..Eli+ 

(2.56) (1.74) (5.67) (6.25) 

Ebto: ( i )  Figurns i n  Sracksts inrXcr.ee standard ?.wi::tions around t f i c  
weighted nean. 

( i i i  ) Taw (5 ) i n  tk table i s  obtained by or5tting 2 f i r n o  fron 
thoso in row (4) wllich h v c  d i v e l ~ i f i c d  titlor in to  weaving 
or wholly YW lines of p r d  uction. 11112 two firm o ~ d t t c d  are 
h n d c i r a : ~  Mills Liritec?, sid fagl~uvanshi Mills Ltd. both of 
which tlao~uh ili.ror~r?i :d crc obviously not i n  t!le prdf i tab ls  
Uncs cf pr~cluctior,. FOX. cxanpl , tJmUil;~ JanPkim: Mills Ins 
diversif ied i n t o  w a x i r q  f roi;! 3p imixq ,  it s$ns only yam o? 
counts 200 - 4@3 am! wcavcs mly grcy cloth. 



The abwe resul t s  a r e  i n t c r ~ s t ~ g  f o r  thy bear out our expecta- 

t ions  raganling tho mlationsflip botween invcstwnt and financial 

perfonmce;  seccndly, they tie up with our mrlicr undersLm~cling 

,&t, given the l i r i ts  t o  e : ,~s ic?n  within text i les ,  t!lc p r i n c i p a  

f o m  of grOwbh in %& industry is t:t_mugh a process- of diversifi&tion. 

Div or 3ificaXon aria _Pmf i + a b i l i Q  

To assess tb cxtent t o  w h i c h  this process of diversification 

itself fmds t o  diffcm n t i a l s  i r ~  prof i t ab i l i ty  i n  t h o  industry, we 

calculated tho mrerrrce l e v e l  of p r c f i t s  f o r  %he ?;-iocl 19'70-75 of 

The. sar.lplo of fims consisted of a l l  t!!osc fi-ms quoted in the  Pmbey 

Stock &change for which data aro  availeblc in the l a t e s t  Official 

x r o c t o r y  of t l s  k c h a x e .  b b l c  X I  p m k d c s  th data i o i  tlo 

purely spinning n i l l s  and tho conposite and diversified rr i l ls  respec-Gi.- 

Frcn thd tnblcs it &pars t i t  &ilc tb degree of 2 i v ~ r o i f i -  

cation d & n i t e  doc3 play a role in cxpltihirg thc diff emnt ia l s  

i n  p m f i t a b i l i t y  i n  t lm casc of fk c conposito n i l l r ,  t!lis docs not h o l ~  

true i n  t h e  case of the pwvly spiry&.;= i5U.s. It? f a c t  the spinning 

sales of fir::!s involved i n  t h e  pzdt!.cti~n of cotton yarn i s  ,greate~' 

than that of fims i w o l v ~ d  ir. non-cotton sr,irll"Lng, t%ir roturn on * 
cap i t a l  i s  lower. Harever, t h s o  6% crepnc ics  i n  t h e  bchaviour of 

thc  spinning sector a m  prtu u x p h h d  by the bias i n  tlle satplo 

i t s c l f .  Snce.nost of t h e  spinning units  arc rather mall 

they are oi.th& private l iu i t cd  ~0i.lpd.e~ o r  a r c  not quoted in 5% 

Stock EScc!mnge: As a resu l t  tlx m5ple of si,inrL~g r U s  includot! 



Conr~odity~+oup wise Prof i t ab i l i ty  in tho - 
Textile _Inus tw 

Group h' 20 11.33 

G r o u p  B 11 12 5% 12.3 12.34 

Group D 17 11 .! 10.72 

Group E 21 l't.67 11.30 1 
Source: . Wculatod fron data prc.vidcd ir. the  Ofi'Lcitl E:cbangc 

Directory, Vol. 7 nni! 8 ,  .%-hay Stcd: Drchansc3, 1977. . 
a 

Notes: Groupk: CottonSpimi:y;cnly. 
Gmup B r  62inning cnly - Cotton mc! non-Cotton. 

1 
Groq C : cot tor^ +innbg sr;C 5lavinz with basic processing. 
Group D: Cotton non cotton 3pinrxi.n~ mci xoaving mid 

scpl~s ticatcc'. recessing (suck as t a b i l i z i q ,  
1 Bccown finis!-~irg otc. ) 

larger and m r c  ~roduct ivf :  units tlnn i n  t!~c c z o  of t l ~ c  c o q o s i t e  511s. 

rate of prof i t  thaq is actual ly t n , c  of tlu spinning rlills in the  

irdustry.  Such s visw i s  pc&icflx-% c o ~ r ~ o b o m ~  by the f a c t  tha t  

while t hc  spinrLiy1; : ' ills constit~:tcu?. about 58 por c m t  of tllc total 

nuclbcr of zi1I.s i n  the  cc,mtry, tkcy  only cover 25 per cent  of  thc 

sauple units. 



The pos t i on  of thc bias involved in tb s a r ~ l o  brings in to  

focus another fac-Lor which could axplain ti* diffont n t i a l s  in pm fib- 

b u t y  betwccn f ins,  viz. ,  tho size of fims. Size can laad to cliff+ 

rmrtials i n  pmf i tab i l i ty  f o r  two reasons, FXrst, t h e e  could &st' 

acoriodes of scale arising o$thi.r out of tw.2mical oconor.6os o r  nanagmi.2 

and financial econwlies. Tho fcrner rclrtte & thc  mduction in unit  

costs which can bo actdevcd thmtqh larger scalo of plant which pon5ts  

increasing spc i a l imt ion ,  introduction of autoi.=tic mchinory end so 

on, whi lo  tho l a t t o r  rolatos t o  tlz mduction in rmit costs cloxivcd 

In the case of tho textextilo indust r j  sinco raw m t e r i a l  costs 

constitute a vory siqnificant pmporticn of total costs in tb industry, 

ocono~ios arisinc fron t h e  bulk purck~se of m w  cot b n  can be very 

significant. 32E/ Tha larger :SUs have thc adva-dxqe of being able 

to purcla so tho ri&t nix of cotton v a r i e t i ~ s  (dopcnding on r d a t i v a  

at  the r ight  tiix (1r11;n prices arc  low), bccausc of t h d r  betfez 

l i q i d i t y  position. 8.1 tho c t h r  hand, sinco th,: a:aller f i n i ~ v c r y  

o f t m  1-vo t o  buy raw mtcrial on c r d i t  t h y  ond up paying 3 1ii;'hcr 

price f o r  mw m t c r i a l s  That  the lack of sufficient work- capital 

cen nakc a sigrlificant differonce t o  cost i s  clear  f & 3  the 

obeomation of tho Cora3ittco which six~ctiai thc relationdrip between 

the pricos of &pas, :dll gnte pricos of cotton and cotton nanufa~twc;~ 

"It has bcon obscrvd that a 11~~1ber of tox t i l c  n i l l s  have t o  
dopcnd on ~ : l c r c ~ ~ t s  'for ,"upplying cotton on credi t  t o  t l m ,  
thc toms of credit varying bc twm .i;lc i n c ! i v i c l u a l  L~DS a d  
tho supplier. Thc.i.gh a ~~mbor of ri113 avail tlle:.:elvcs of 
t h i s  f a c i l i t y  due to reasons beyond tkir control, the t i X i . ~  

on wllich suc.!i raw cotton i s  n ~ d e  avaihble i n  thc i=&& and 



t!le prices a t  which it i s  sold on c r d i t  i s  enon;lous, 
It i s  because of this that the w e a k  r U s  have to pay 
a I i g k r  price fo r  cotton particularly, in  areas whom 
cotton i s  ;lo% ~~im' '  25' 

Such cliff or  incoo, naturally, provide tk biggcr millo with c cost 

Secondly, profi tabil i ty cari be rclated to  size bocaus~ of tho 

fact  tht 'diversification . ,  p r ~ s u p p o s ~ s  an incroaso in sios. This is 

clear fron tk fact  tlnt the lr.rc~r fiEzs i n  t!c indusfry are ale0 tln 

m r e  diwtrsifiod ones. Thus tho benofit of pfafi t8bil i ty deriving. 

f m n  diversification would rof3.oct i t s e l f  i n  rt ten?ency f o r  tb kr r q ~ ?  

4iY fims t o  show a %ha =to of profit .  

In order to difforcntiatc partially a t  l a s t  botwom tho cffoct 

of these two 'factors we ccilcul&d.' the  avemp pmLitability of finxi 

classified both 

XIS Evla m1). 

while size does 

fbe relation i s  

acceding to p;oduct cotrpcsi+,ion and d z e  (see Tables 

Here again, i n  the case of the purely spinning ~ l i l l o  

seen to have a1 influence on t he  level  of profi-bilbill: 

not quite clear, in the  lovest two size groups of 

non cotton t@nr&nz fims. However, i n  the case of tlm c o r q s i t e  

does have a s i g n i f i m t  influc~ce on the levels  of profi tabil i ty in . 

the &se of those mills which have not entered the production of , 

non-cotton o r  sophisticated fcbri cs o r  wholly n&r products; seconily,, 

it i s  clear  t h a t  the nom diversified ilms are t h e  larger f ins  

and they in general ilisplmy a higher rra- on sale's and return on 

capital; and, finally, while in each s i re  group the d ive r s i f i d  

rims display a higher mrgin on d e o ,  the  result  is. not so obvious 

when looked a t  fmn the point of v i m  of rehum on capital q l o y d ,  

though even here it holds t r u e  in the largest  size p u p ,  which b o  a 



a substantial  chunk (15 out of 21) of the fims d i v e r s i f i d  i n t o  new 

Table XI1 

Prof'itability - of &inn- i~lls by Size an6 Praduct Coxposition -. - 
@o,s,s Prof i t s  as_aP-?rcenta~e-o_f_-hles 

'l'otd. Assets 
in Rillion Ka. 0-150 . 150450 250-350 350-50C 500-650 A l l  fi..::~ii 

Yates: 1. -up A: Cotton S p i m h ;  only. 

2. Group B : Spimin: mlr - Cotton n~n-cottcn. 
-wes in brackets refer  to tke  nwber of sanple xills i n  t.!c 
r e l ~ m t  group. 

Source : Sane as Table N. 

The lack of a c lea r  resul t  in the  case o f t h e  no2e diversified 

firas,ariao8 ~uold.oubtetXLy because of i&e differencw in the direction of. 

diversification :&ween firna, C3;tai.n f i m c  enter  nore lucrat ive 

avenues i n  te rns  of the  return on capital, while others, ontur avonuos 

where the iiirovenent. in  mrms are more thsrn absorb& by tho increase 

i n  capi ta l  coets. On the whole, however, th3 evidence sems t o  indicate 



tha t  economies of al ze do play a signif ioiurt role in --in: pw 

f i t a b i l i t y  differentials  in 43x3 industry. But, since f a c t o x  like 

pmluctivity , pmduct conpoeition and size suSotanti~Uy ov$rlap, the 

influerc c of ac i i  factor cannot 1 ;, scen inCe?endwttly of the  

Conclusionn 

In particular it neda to bo noted that  basides t h e  differentiala 

i n  productivity and pmduct cor~position which we~x the starting point8 

of this paper, there  xis st a nuriber of f a c t o ~ > ,  including tim position 

of fims in the raw m t e r i a l s  mrket,  wilic!~ result ir. diffel-entb 1s i n  

while the t ex t i l e  industry as a !hole appears to be in a stab of 

f cr i s i s '  , given i t s  qro-based ni?tw, i t s  dependence on a dwland 

extremly wssitive to clranges 51 f& prices and tho co;;lposition of 

output ard i ts structure a d  position relat ivc to other industries, 

the inpact of ere situation of C-risis varies signif'icantly over fims. 

While it forces som to go out of production it prcwides an incentive 

t o  others to  c;cpmd, tt cliveisily the i r  ac t iv i t ies  and to  consolidate 

the& pcsition vis-a-vis tho ::ar!:ets f o r  1-w raterus a d  finish& 

goods. This dxplains the fact  + kt trhilc the t ex t i l e  inc?ustry is  con- 

siderod to have had the nost f l u c t t n t i q  fortunes a& t o  have been 

severely affected by the recession i n  the ir.Custx5LL sehr,  SO;^ of 

the larpst anti nost successflzl fi17.1~ in India belong t o  this industry 

The m o t  confortable sectors c a ~ s i s t  of t b s e  fims which 1x1~0 gone i n  

I fo r  largo scale c:iversification and have e n t o w  w h o l l y  -ww fields. 



Gmup C 

Gmup D 

Gmup E' 

Smup D : CottodNon-cottan spiming and wavinz anyor  sophisti- 
cated processin../ such as . . ctc. 



31 conclusion it ceads :o bc sa i t  t h a t  this p q o r  :.?as at variotrs 

points take2 certas .  tmZs in :he indutry a s  given tlii%hcmt seeking 

e ~ t i o n s  for tker.;. lkis ?-..-+ ..... ,.. of the midonce qtmted aboire raise a 

deten&ries the rcte and direction of q a n s i o n  o f  those f i ~ s  that  do 

nmt in thc industry as a v?&b ? Thou@-. wc ~ V O  ! ie,.x-*. ZI? Lvke ? o s s i b l ~  

 the authcr wis::es to admo;;lcd@ ti:3 *relrrabk gcieance of 
P r a b l ~ t  Patnaik a t  thc i..nit.isl & , ~ ~ e s  of we* cc.n tho 
taxtil e ir:St;lstry; and af T.3 .Krl s ? a n  anci :; .Kl5shji,  
d i 3 c u s i o m  w i t h  xina prav1~7 exti~rely use?d i r ,  tb 
preps i t i cn  cf c k s  p?er.  !!e is tLso grsteful %G 

I,. VaiciyarnEnen, ;=:it Xud d khdul .  3 p e n  for 
c o ~ m n t s  on - ~ . j . l S  or C r c t s  



Then n 

c 2 t  tlc, 

Then lli = (11 )r ..................( 2) t-i i 



Between 1961 ancl 19'73 production of coarse and medium c1ok-1 i n  the 
rd.l-sector declinec! by 22.2 pa. cent, w h i l e  tha t  of fine.and super- 

f ine  variet ies !las increased by 30.2 per cent. A s  f o r  clcth. productic:: 

as a whole w h i l 3  c o ~ r s s  ant! cedim output :has increased by 0.6 per- 

cent, tha t  of f ine md suparfiroe cloth bas  increased by 79.7 g k c m t ,  

See Mridul &pen, ~%be@ng Trmds in Cotton ~ o ~ ~ i l i l e  Consuuption, " 
Social 54-55 , Janmq-Februcy, 1977. For tho increase 

i n  tba avai labi l i ty  of non-cotton fabrics see, Bhaskar G. Kakatkar, 

"Fall in por capita Cloth Consm$ionH, ICKF Journal, Docenber 147 .  

Sco F i r i c U  Eapen, op.cit, f o r  the argunnt  and also P.U.Sastry, "&I' 
' Inst i tute of anrly&s of d.e&. for  xill-clot!i in 3di.a (uiamo. ,, 

Econonic Growth, DeM, who poses th ar-riint in t e r n  of an increase 

in foodgrain prices. For tlie nature of t t w  relationship betwoen . 

incone distribution and the terns of t r ~ j . ~ c ,  S;?c F s h k  iii-hr. :lIndustniz~'f. 

Growth and Incox Distribution, Social- Scier,tist, 54-55, Senwry-- 

l?ebm&rY, 1577. 

2/ See Bhaakar G. Ibkatknr, op. c i t  , fo r  an exposition of this ergutlat. 

?XLB not kept w i t h  incone a t  a .mte wnr%tsd by the incomo 

e las t i c i ty  of dow7d in value terns. See F4ridul Dipen, op.cit. 

sor ts  i s  on the increaoo. Thc gmwth in the  consunption of such 

consuuur dxmblcs will bc at t h  ! expen& of an increase i n  the par 

capita. outlay ofi thc c'onsmption of c l ~ t h  ml. would thornfore restxlc':: 
the qu~ntur;~ of cloth consmcl! pis  capiAta i n  tho relevant rmFe of 

L 

i.nco%. This natum l l y  significantly aff ccts  the  overall per capita 

denand f o r  clolih, In ore sonso, this i s  a. part of tho rapid r!ive:.i_-. 

fication in  dermd charncteristic of ,undordcveloped cotmtrics. lit 

an oconony wido leva1 it rcflects  i t s e l f  in a rioclirzt. i n  ffae deran i  

fo r  :mss conamption goods w l l i l e  that f o r  conswmr durablos and 

lunuy ar t i c los  arc on tSo increase. 

Handbook of S ta t i s t i cs  on the Tex:ile Inc lu_s~ ,  Indian Cotto2 

Mills Federation, Ror:2ay, 1575, p. 1.4. 



Besides the t a x t i l e  industry in i j cnenl  i s  one which require o lower 

l e v e l  of investnent fo r  entry i n t o  o r  expansion within the  -ustry. 
This rules  out t l ~  possitri l i ty of barriers t o  new investment as FI 
r sult of. t 19 * s r c i t y  qf i !~ ca itaJ '  T l u s  k + s  been not& as a 
c h m c t e n s k i c  oPtl!o mr.uske bya . w x ~  
oario ty of w r i t e m  inc luilin.2 c,ccno:nc Ilistorians . =ice f o r  ejcii!.~lo, 

S.D. C h q ~ r l ,  The Cotton hc'.ustrv i n  thc Iri?.ustrial Ikvolution, .I'ac* 
r-, 1972, Chapter 3.  
Despite the fac t  t l w t  the ms t r i c t ion  on t?le  e q m s i o n  o:.' loorx'ze 

caApacity werc 132. x t i a l ly  lifted z.l.'ter 1563, t::..!rc were certain condi- 

t ions  which had. t o  be ;let by a U  :ills wkich rmnted. to underbake 

sw!i expansion. In a situ:zt-i.on w:z l -e  the icr lc& f o r  t e x t i l e s  was not 

grcwing even those p a r t i a l  r e s t r i c t i ~ n s  could srct :LS a serious 

deterrent m i n  ~ c s t .  lent. 

See hon~po l i e s  k q u i r y  COI t issicr!, ikport ,  Yol. 1 ard 2, 3ew Delld, 

i5( For m. ple, t!le teckrliccJ. kncw-:~ca.r for crcasc: resis tnnt  and i ~ i n i i ~  

ironin: ~ r o c e s s i r L ~  ( t eb i l i z inc  ) i s  patented by Rroa+l~urst Lee Co . , 
Ltcl. b c h e s t e r  wlulc t1w.t f ~ r  I.:CCOW~ f in ish  (XI processed {pods i s  

patent& by b r l e i n  Co. W:! i ; t i l ,  il.litzerlmd. It need not be 

t i n t  2 par t icu lar  s c t  of fir;.s 21-oduce o n l y  such prociucts. M a t  i s  

c r u c i d  i s  t!nt certain f i n ; s  arc increasingly c ~ n c e n t x x t i n ~  on t!le 

producfxior, of such prd.uct.s as p s r t  c d  a p r o p s x e  of d i v e r ~ i f i c ~ t i o n ~  

"ii fin m y  sell i n  c. variety cC r'il'furent I ar!rets even t!lou;:l it 

?as only one ;.,rccluction base. F51kets fro:: %??is ;x>int of view a r e .  



convcnimtly c l a s g i f i d  according t o  the kind of buy.?rs they 

serve, since scmo of tho nost inportant opportunities fo r  divorsi- 

f icat ion arise a s  a result  of t h e  relation b o t w m  thc f i r n  and 

i t s  custoners. EZich group of custoncrs wltich tlla fin- hopes t o  

i n f l u a c e  by the sar.~e sa1c.s -rogrannc i s  calleP a ' r z ~ r l m t  area1 , 
regardless 0.f t l ~  nuaber of products sold t o  tbt group.' E i t h  

T. panroso The Theory of the Growth of the Fixxi, Basil BlackwoU, 

cbdmi, l%, p1'C. 
. . 

Trends i n  the Fimuces of tlx Cotton Toxtilo Z ~ d u s t r y ~ ~ ,  &servo 

Bank of India Bullatin, Janucy, 1977. 

?4/ nL v e v  f OW of t h i '  c lear  mcl L ~ r g o r  Zims in the occnony have con- 

tirmod 50 p d u c e  th sail'? type of prcdmt throughout th&r l i f  otinc, 

evor? w h m  the i iaxicl  f o r  that prd.uct IBS 1 5 s ~  sub s tant ia l ly  ove 

t1mt period. Come rsdly, where c'xsanr? f o r  the ariw prd.ucts has 

f a l l en  o r  Ciisappearcd,~ f i r ~ s  stil l  continued to oxpane. Tho 

For a conljcte discussion of the econonics of diversification see, 

E .T .' P a m  so, cp . c i t  . cbpt,er V I I .  

a T I 4  asdunption being mde hare i o  tha t  cntcqminos h v c  som can- 

ccption of ' nor;%J1 - cttpacity u t i l i  .ation. Wllcn ut i l i sa t ion f a l l s  

below this l w d  there would bc a tedcncy t o  restore the ~~~ 
lovd of pt i l i sa t ion by i n c r e a ~ n g  tkc i r  a r k c t  sbaro t!;mu@ 
price or q u i t y  co~quti t ion.  For a discussion of t k f i  accilanisr.~ 



by which the supply side adjusts t o  s!Lfts i n  demand i n  .a colgeti- 

t i ve  industry, see Steindl , . 0;) . c i t  . , Chapter V. However, Stoirdl 

assunes tha t  no investment takes place otttdcle the ii;dustry - an 

a s q t i o n  tha t  obviously does not hold i n  our case. 

2JThese figures are c ~ c u l a t e d  l z v ; . ~  t!:c irdices of wholesale prices 

of raw cotton, cotton yam and cotton mnuffxtures and the data on 

wages avaiLable i n  the FBI ~ e t i r . ( . v a r i o u s  issues),. the - id31 

b ~ o r t s  on Currency and 135nanc2 and t h e  I_CCJ-_Joumal, Janusry 1977. 

2 2  See Salter op. c i t y  fo r  a cliscuosion of the i lporknce of qross ir- 

ves'hent in the deternination cf the delay in t l ~  i~ t roduct ioh of 

new techniques. 

a The FBI studies on the finances of t!le nccliw and lerge Public 

U t e d  Conpanies, : w e  incr~2sed in covomge over time. However, 

data fbr five year intervals, fmr: 1950-51 !-xwu tk s::e covelace., 

The data USA here are taken f x n :  

b)  For 1560-61 t o  1S70-71 - ~.eoonre h n k  I;? Indict : -- Financial 
S ta t i s t i cs  of J o k t  Stock Coqxmies, 19&-61 t o  1570-71, ?%!';by, 

c ) For 1 S7O-71 to  1974-75 - : cse rvc W c  of India ; Financial 
Stz.tFsticz c . ^ , J g a  _St-,cck~_c.c~_ico i n  India. "197'3-71 to, 
I 974-75. 

2q/ F'iguies obtairled f r m  l a t iom1 Pm3uctivi ty Cvaci l ,  op . tit . 
Tables, 1.6 and 1.7 ~7.16-17. 

Ministry of Co~u lerce, Covcm-lent of India, %pol% of St.u6y 3roq  
on Handloon~,New Del l l i ,  p.48. 

28J Figures obtained fron :'Fhr.dbok of ---.--. !3&,istics ---.----- on Cotton Textile 
kdustxy,"I.C.M.F. %&ay 15'75, Table 2, p.14. 

w,  T b  figures for 1551 a re  obtain& f ron F b i i s t r ~  of Coinnercu and 
hdustry, Lmort of the krking Party ,_fpr the Cotton Textile In6usti 
GO1 Press, Sir.iLa 1 m .  Thosa f o r  l Y 3  ere  fmr.1 Itinistry of ~ F J -  
strial Lievelopr~ent , Goveim~q-L of W.ia, -- Guiddines fo r  InL?~stzifj.3 4) 
1973-74., quoted i n  National P~oductivity Council op . tit. 



S.M. Kanaal, ~ ~ e s  i n  V a l u e  added ~ e r  uerson i n  selected' 

hdus t r ies  in Id i a  :l%fL62, Econo~uc and Scientific Research 

Foundation, New Delhi, 1975. 

22/ Under clause (3) of the Textile Co~missioaer~ 3 Notification with 

regard to the  reservation of production fo r  tho decentralised 

sector, a ~lcudnuw lir.lit has boen placed on the quantity of dhotiea 

and sarees tha t  cw be pmducedby nill, tile l i n i t  be- 120g of 

the qtlantity pmduced dwSn;; t!le year 1963 o r  1565 o r  1566. However, 

the production of dhoties in  the nill oector which was 404 U o n  

netres in 9 @/60 has p q m s s i v e l y  gone an6 i n  1 9 6  it stand s 
at  162 d l l i o n  metros, i n c l u d i ~ ;  about 104 ni l l ion mt re s  of con- 

trol led dlw ti es which are out side t lw quota . Sinila rly, the production 

of games has fal len fron 4% rliUion notres i n  156C t o  66 : . m i o n  

;letres i n  1576, indLutling 47 niUion netres of contmlled sarees 

which a re  outside the quota. T!da possibly because of the iia b i l i t y  

of t h e  nill sector t o  conpete w i t h  the decentralise6 sector in the 

production of these types of fabrics. See Econonic Tines, June 1, 

1578, Banbay. 

23/ Tho coarse r-m-mde yarns and f ibres can be worren on cotton loons 

of nodern types; for  t!e f k r  yams, nodf ied cotton loons o r  

o r  s i l k  loons a re  mquired. See Dhamsi Kmr nInport Substitution 

in the  Indian,Textile Industry, i n  D h a m  K u i c r r ,  e t .  al. 

nn i n  the Cotton Textile Industq,  Im t i t u t e  of 

Econo~dc Growth, Dclhi , 1 965, p .a, f n. 1 , L ~ ~ m v o d  Process* obviously 

requires IB w equipnent . 
Y 

Iiank Correlation Coefficients botween Selected Variables fo r  

Fate of growth of ~ l n o  ss fixed assets  
a d  m t e  of growth of net sales : 0.a 

N o t e s :  Variables here are the rates of gmd~ of t l s  conce~ned 
i t e m  for a 9 yoar period wit l l  thp base and final values bdrif 
the 3 year avenge f o r  the years 1954-66 a d  153-75. 

(ams re la tes  only to 23 firns as .brro have beon ocutkd f o r  
reasons pmvidd  below. 



For t l e  relationship between th rate of growth of gross fixe2 

asse t s  and the r a t e  of g r w t h  cf p r o f i t a t ~ i l i t y  we llave oni t tee two 

of the  fims  fro;^ the  s a i i l e  as exceptional cases, via .  The 

He:rrlat!la. Textiles Liinit ed anc? the 1,bradabad SpWlin-: ecilc! :&miny: 

1 ,  r e d .  The f crner bas been o r . ~ t t e d  because of a rather  

d i s r n l  ?erfornance in the yca: 1564-65 a s  a resul t  of  w!7ich t h e  

throe year base l a - & ,  us&d fn r  calculsting groi&!l rates  f a l l s  

substant ial ly  lwr!ing t o  very 19i@ ~roir t i l  rate of p ro f i t s  (24.39 
percent), Thus if wnu k k e  the  n;rer2go of 1563-64. and 1565-66 t h o  

porr th  r a t e  cf' .ofits f a l l s  b:. 50 per cent. .is f o r  tho Moradabad 

Mills, t h e  coqany remled opzrctioy, -in Jalurzly 1567 af-r;er suspmd- 

resulted in a situation whcre tk rate of p u g  t,h of ~ v e s t n e n t  

w a s  hi$ but tho r a c e  of ~ r m t l l  of p r o f i t s  were on t h c  lcwer side 

because of a lri$l base value : u ~ i  low end perioil value. On t!le 

other, if onc looks a t  t?e lo;.ol of p ro f i t s  it w ~ s  d i s t b c t l y  

hi:;her i n  1C/70-75, 1;:;cn cor~paroclto 1964-65. 

1~~ C ~ r r e l a t i o n  Coeffici,ents F ~ e t w e c s l  SelecteCt Variables f o r  24 
Co'i.1Eani 0s  : 

riato of grad1 of gross fixed asse ts  1%$-65 anfi 
theaverage  p ro f i t  rmrginfor  :!.le poriod 1570-75: 0.55 



Since the product nix of h6 iv idml  firm are take-r~ from the Stock 

&change Directory whicli does not prav id e any clar"-i;n&i.catidn 

of the natire bf the products o r  the  q i a n t u r ~  of each product produ- 

ced, tkiam-.would bec%sruily be sozc ovorlap especially i n  the. case . 

'Where r a w  na te r ia l s  o r  corrponerits a r e  a l2iagc &er.wnt, in to ta l  

costs, savings i n  buying costs  say be Rore inportant fo r  ac!lievin@ 

low costs than the process i~g of these mterials i n  a plant of 

minim efficient  scale. a Soe Aubrey Silberston "Econonies of 

Scale i n  Theory ancl in Leslie Wagner arid Uikos .Ealtazzi- 

(ecl. ) in A ~ ~ l i e d  E c r o  konoixics, Ckrenden Press, Omr. 

1973. 

f 
.v tg/ For a discussion on the oconmies of Size see L.T. Penrose, op.cit. 

. ~p.89-99- 





m* v % 

C 

6. h e d a b a d  Mvance 63 @ @ . - - Colld T ; o l l o d  
q Steel strips, 

Spocial U o y  - -.-. o - . - - - C - . . . - - - - - .  - - - - - - . . - - - - - - - - - - - -  -).---..-----..- -1s .---) --,-- 

Twals -...-. - . . . r - . - - - . . . - . - - - . - " . . . - - . . . - . . - - - L L - - - - . -  - - . - . r r - . -  I . - . -  - - - -  - . . .  ..-- ' 

IhSmUa cloth, cotton 
@ ' 

- .. 
wasto, blr-aksts, towel a, 
and Tyrc y h i  

... Castings, chucks 
3.hchine tools,  

Synt!utic and blended 
Fabrics. 

--..---.---- - 
Sewing t!&cad, and 

, s p t h e t i c  fa- rzt, imdy-de 
Camqnts &s Lm 7 
nettmgsi BU&B 
fabrics, &etch nylon. 

&eel tubes, 
Tcrctilo cackinorgr, 
C1lL?;.icals for  tex- 
t i l e s ,  &a Cylinders, 

Mills is a 425kqy 
- I -  . . - - . - a * - -  . 

Czustic Soda, H C I n t c .  
k l c i u n  c-bloride , 
PVC, Plastic. corpounds, , 

pmcessed ode such . 6" as prpcs, aatktrtr 
c l ?  loctric w i r o s  
am. cabPCB.  %* of 
India was eralga:r.t& 
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