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CHAPTER - IV

ASCENDING PRODUCTION GROWTH RATES OF POWERLOOM.' INDUSTRY :

4.1 INTRODUCTION :

Although the powarloom industry at Ichalkaranji came to be 

firmly established during 1930s and made rather satisfactory 

progress in terms of growing output during 1940s too we do not 

intend here to record comprehensively all the changes that took 

place during the span of 20 years, i.e. from 1930 to 1950. Since 

our study confined to the period beginning from the planned economic 

development (1950—1951)# in what follows we intend to highlight 

the important events that took place and on the basis of those 

events a theoretical construct of those changes. f

4.2 PRODUCTION TRENDS :

During the first five year plan period (1950—1951 to 1955—1956) 

according to our estimate the production index increased 2 l/2 

assuming the base of 1950—1951. This increase in the output of 

cloth could be attributed to broadly increased incomes in the rural 

sector of the economy during the first five year plan period the 

emphasis was laid on the development of agriculture during the 

first plan period. A relatively larger proportion of investment 

was allocated to the agriculture sector and favourable mansoon that
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prevailled throughout the whole first plan period combined to
improve the incanes of the agricultural families and hence the
demand for cotton textile increased. During the second plan period
the rate of growth slowed down and during the second five year
plan period the output of cloth increased by & little more than
1 l/2 times the index of output worked out to be 159.96 assuming
the base year 1955—1956. Despite the increase in the output that
occured during the first decade of the period of our study certain
important events occured. In the year 1950 the Central Government
issued the notification reserving certain varieties of coloured
sarees for the handloom industry and in 1952 imposed restrictions
limiting the monthly production of dhoties by mills to 60% of their
average monthly packing in the variety not made for export during
the twelve months ending March, 1952. These measures caused a
severe set back to the powerloom industry, at Ichalkaranji. Since
the powerloom industry of Ichalkaranji had specialised ^ in the
production T of coloured sarees and the secret of the
industry's success was variety of sarees, the reservation of
production of coloured sarees to handloom sector had struck at
the very root of its success by severly restricting the varieties
which the powerloom industry could produce. The powerloom industry

doubt
was thus in the grip of major a crisis from/about the survival 
of the industry at Ichalkaranji.
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4.3 A SHIFT IN THE PRODUCTION :

Because of the reservation policy in favour of handloom 

sector the pcwfirloom sector at Ichalkaranji was to change its 

production from sarees to grey fabrics but this change over was 

not without the normal difficulties of switching over to the new 

lines of production. The powerloom factory owners proved their 

ability to change over from one line of production to another line. 

However, the production oi grey fabrics required large financial 

resources and processing facilities, while the sarees could be sold 

at the looms stage, the grey fabrics must be processed and suitably 

finished in oraer to market them. A few big powerloom factory 

owners did manage as early as 1955 to switch over to the production 

of dhoties which were in demand in the rural sector. The dhoties 

demanded by the rural people did not require processing.

4.4 AIM OS PH ER CF UNCERTAINTIES :

Another factor which created the difficulties for the growth 

of the industry was the frequent changes in the rates of excise 

duty. The changing rates of excise duty had been a great source 

of worry to the owners of the powerloom factories. They (frequent 

changes) tended to creat an atmospher of uncertainties No industry 

is expected to flourish in an atmosphere of uncertainties generated 

by the frequently changing governmental policies. The following 

table reveals how the rates of excise duty changed by the central 

Government during the very short period.
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TABLE NO. 4.1

THE TABLE SHOWING THE RATE OF DUTY PER LOCM PER SHIFT PER MONTH

No.of Looms 13th May 10th March 10th Sept. 15th Dec.
1955 1956 1956 1957

1 - 4 Nil Nil Nil Nil

5 - 9 18 18 30 30 Plus 12

10 - 24 20 24 40 40 Plus 16

25 Sc above 22 1/2 30 50 50 Plus 20

SOURCE : A memorandium/“The powerloom Industry at Ichalkaranji;
Problem and Prospects", prepared by Dr.N.K.Kulkarni at 
the time of Inaugural function of Deecan Cooperative 
Spinning Mills, Ltd. at Ichalkaranji in the year 1962.

The rates of excise duty besides frequent changes seemed to 

have increased progressively. The larger the number of powerlooms 

in a factory the higher the rates of excise duty on powerlooms.

The only category of factory- having 1 to 4 looms in had been 

exempted from the excise duty. Theadverse effect of this 

progressive rates of excise duty had been to split up the then 

existing large factiories into small units having 1 to 4 loans. 

Even though the partitions effected by the owners of the large 

powerloon factories to a large extent were fic^ioi^s with a view 

to avoiding the excise duty, the trend towards the smaller units 

seats to have been started since the beginning of the mid 1950s.
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The number of small powerloom factories went on increasing with ; 
the influx of the rural population initially as the factory labour­
ers working on powerlooms started to have small units of powerloom 
factories. What ever they had surpluses they invested in the 
purchase of powerlooms and started their independent production 
on powerlooms. Number of instances could be quoted where the rural 
migrants invested in the purchase of powerlooms by liguidating 
their rural assets mainly land and houses. Even some of the 
employees drawn from the various departments invested in the 
purchase of powerlooms. Besides big landlords who had enough 
surpluses invested in the purchase of looms and started their 
productions. These various classes of the people who eaatered into 
the powerloom industry had know a business background as such 
but they ventured into a new line of production. The often 
neglected fact is that one can invest the surplus in the purchase 
of machine required for production but it is difficult to manage 
it from the production point of view and also from the profitability 
point of view. As the traditional theory of the economics says, 
the very objective of the firm should be to maximise the profits.
As the maximisation of profits by the firms does not simply 
depend upon the investment in the physical form i.e. machines but 
it depends on the other factors like provision for adequate working 
capital, effective marketing network and the capability of the 
firm to adjust its proauction to the ever changing consumers tastes
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and the Government, policies with regard to the inter sub-sectoral 
production structure. So the production capacity increase in 
terms of installation of powerlooms and the production of cloth 
correspondingly, one can not make a sweeping statement that the 
entry of the new firms was attracted by the better prospects or 
making the profits. This point should be illustrated much more' 
lucidly when we dwell on the emergence of the master weavers and 
the class of the owners of powerloom factories indisguise, popularly 
known as Kharchiwalas. What we would like to point out that the 
growth of the powerloom industry despite frequent changesof the 
Government in respect of reservation and the rates of excise duty 
policies the number of powerlooms installed went on increasing 
continuously during the 1950s and 1960s. The main reason of 
expanded productive capacity in the powerloom industry had been 
the increasing incomes of the ruTfal population resulting from 
st^?€pl tip investment expenditure during the succeeding fitre 

year plans. The investment undertaken by the Government being in 
the creation of infrastructural facilities like construction of 
dams in the rural areas, construction of roads and railways^ liberal 
distribution of the funds by the Government to the rural 
agricultural sector for development of land by way of digging wells
of land,etc. injected an additional purchasing power in the hands

. "---->of the lowest str^tAs/of the rural population consisting of 
agricultural labourers, small and medium farmers. This class of
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the people whose demand for the product of powerloom industry 
induced its growth.

(k4.5 THE SLtlblSri GROWTH OF POWERLOOM AND PRODUCTIVE CAPACITY :

During the third five year plan the powerloom industry did 
not maintain its rate of growth achieved during the preceding 
decade (1950s). in terms of loomage and the productive capacity 
both the number of looms and production of cloth increased by 
just 50% ( the base 1960—1961), i.e. the number of loans increased 
by 4,000 from 8,000 to 12,000 and the production according to our 
calculations by 6 crores metres from 12.00 crores to 18.00 crores 
in 1960—1961 and 1965—1966 correspondingly. The index number 
worked out to be just 150.00 which was considerably less than 
those of 1955—1956 and 1960—1961. The disincentive to an increase

s'in number of looms and also the production was^ah account of the 
draughts occuned within the third plan period. The droughts 
occurred during the first half of the 1960s hit hard the 
agricultural incomes. The low level of agricultural incomes, and 
because of the scarcity condition the prices of foodgrains 
prevailling high during the period caused the recession in the 
demand for cotton cloth. The fpw/erlocm industry at Ichalkaranji
could not have been an exception to this demand recession that 
prevailled during 1960s. During the succeeding the five years



- 62 -

too or later half of the 1960s the rate of growth seems to have 
been lowered down considerably. During this short period the number 
of loans increased by 3000 fron 12000 to 15000 recording just 
25% increase. The output index also slowed down to 124.87 
(base 1965—66). This considerable decline in the growth rates of 
both loonage and output could be accounted for as during the third 
five year plan period, by droughts spread all over the country 
during 1966—68 period. The same reasons could be adduced to explain 
the phenomenon of slugish growth of the cotton textile industry^ at 
Ichalkaranji viz. the demand recession which assumed rather serious 
dimension by reduced agricultural incomes, and the over all rise 
in the general price level and especially the prices of cotton cloth 
ruled high during this particular period.

4.5 THE REVIVAL OF THE COTTON TEXTILE INDUSTRY :

During the 1970s it seems to us from the growing number of 
powerlocm installed and the production changes accordingly 
(see Table No. 2.1 &2.3) the industry at Ichalkaranji seems to have 
picked up -though slightly in respect of its production and expansion 
of output capacity. During this period the revival of the industrial 
activity at Ichalkaranji was an account of the better agricultural 
years that characterised the 1970s. If we look at the over all changes
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in the economy and the fortune of the decentralised sector# 

especially the cotton textile industry# we may conclude that the 

changes up and down in the production have been closely related 

to the over all changes in majo^/sector of the economy. The 

industrial activity still even though same disclaim# is closely 

linked with the viscititudes of agricultural production. The 

powerloom industry at Ichalkaranji of which the production had 

been rural consumption oriented the changes in the demand for 

cotton cloth are bound to be closely related to the changes in the 

structural rural income distribution.

4.6 THE 1980s;THE MOST CRITICAL PERIOD IK THE HISTORY OF POWERLOOM

INDUSTRY :

During the 1980s as an, the past the number of powerloom

almost doubled i.e. it increased from 33000 (1980—81) to 60000

(1986—87). The production of cloth in quantitative terms increased

from 49.50 crores of meters to 90.00 crores of metres during the

corresponding period (1980—87). These production figures are )
» _ \ »»*

calculated on the basis of assumption that all powerloomsat 

Ichalkaranji have been used for two shifts only. If they are metT' 

to work for three shifts the production maygo up considerably. 

Roughly if we go by production figures and their trends towards

m BALASAHEB XHAMKAK tiijfWIf
MiVAJi UNIVERSITY. KOLttAJ'UO.
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TABLE NO. A*2.

THE STATEMENT SHOWING THE NUMBER OF POWERLOCMS AND THE ESTIMATED

CLOTH PRODUCTION AT IGHALKARANJI

(In cr. Metrs)

Year No.of powerlooms Estimated Cloth production
with Index Numbers and production Index.

1950 - 1951 2,000 3.00
(100) (100)

1955 - 1956 5,000 7.50 ,
1 (250) (249.97) r

1960 - 1961 8,000 12.00
(160) (159.96) *

1965 - 1966 12,000 18.00
(150) (149.94) ’

1970 - 1971 15,000 22.50
(124.95) (124.87)

1975 - 1976 20,000
(133.20)

30.00
(133.20)

1979 - 1980 30,000 45.00
(150) (149.85)

1980 - 1981 33,000 49.50
(.100 ) (100.00)

1981 - 1982 43,000 64.50
(130.29) (130.29)

1982 - 1983 45,000 67.50
(136.35) (136.35)

1983 - 1984 50,000
(151.50)

75.00 ,
(151.50'

1984 - 1985 53,000 79.50 '
(160.59) (160.59)

1985 - 1986 56,000 84.00
(169.68) (169.68)

1986 - 1987 60,000 90.00
(181.80) (181.80)

NOTE sijThe above table is complied on the basis of data collected
from the powerloom weavers• cooperative Association Ltd.
Ichalkaranji, (2) Figures into tx.e bracket indicates index 
numbers.
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a continuous increase, the demand for cloth must have positive 
incixne elasticity. The production index number change from 100.00 
(1980—81) to 181.80 (1986—87). The increasing number of looms 
could be accounted for by the free entry of the producers in this 
line of production. Though the production seems to have been 
increasing continuously a major share in the out put seems to have 
been contributed by not by the master weavers but by the so called 
owners of the powerloom factories indisguise. During this period 
a number of changes have occurred either favourably or unfavourably 
the most important change ii> the policy matter is the announcement 
of the new textile policy announced by the central Govt, in June 
1985. This new policy treated the decentralised powerloom sector 
of the textile industry on par with the mill sector and reserve 
certain categories of cloth production to the handloom sector.
This amounted to an encroachment upon the area proauction in which 
the powerloom industry was free to produce. A number of restrictions 
on powerloom industry as a result of the implementation of new 
textile policy came in to being. The new policy expects the
powerloom sector to compeer ulith the organised sector i.e. mill

X'
sector in favour of which a large number of measures seen to have 
been addpted by the central Govt, to revitalise it. Liberal funds
have been allotea to the mills to modernise their plants and
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machinery. As against this the powerloom industry, especially 
at Ichalkaranji having a large proporation of the owners up to 
1 to 4 powerloomsin what way it may compete with the organised 
sector in respect of its production structure, its marketing <. _
efficiency and so on. Though the production has been increasing 
it has often been complaint by the middlemen that there is ]3j9 
in the demand for cloth, so huge stocks of unsold cloth go on 
piling up at Ichalkaranji. So the glut in respect of cloth has been 
developing rapidly. This is from the side of the demand for cloth 
which depends on the price of the cloth and the income level of 
the consumers. On the one hand the prices of cloth rule high, on 
the other hand the real incomes of the consumers dip from where 
the adequate demand is expected to come from. If we admit that 
there is either a real or pent up demand recession in the cloth 
market, ti^afi^the real causes of the recession in the demand could 

be found out some where else viz. the worsening income distribution, 
change in the consumer's tastes, and the factors behind the 
unreasonably high prices of consumption cloth. The proportion of 
the population below poverty line despite its fluctuations from 
year to year linked with the agricultural production, has been 
increasing in the recent years (National sample survey). Broadly 
speaking the 40% of the population below poverty line are not
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(able to meet their barefood requirements, is not able to purchase 
additional cloth apart from their inability to meet their just 
clothing requirements. If the production of the powerloom is ment 
for such population then one can not gurantee that the additional 
production can be sold in the market profitably. The middle iocoir.e 
group from which the demand for cloth is expected to increase has 
changed its preferences for a varieties of cloth. They prefere 
polyster blend and polyster viscose to cotton cloth. These two types 
of varieties of cloth have certain advantages in respect the durability 
of cloth, creeze proof and fine look over the cotton cloth, have 
become a more popular with the middle income group people and even 
to some extent in certain sections (upper strata) of the rural 
population. The income elasticity of demand for cloth (powerloom) 
has thus becoming more and more inelastic. And leave aside the 
income elasticity of demand for powerloom cloth of the top income 
bracket group people. To over come this problem of demand recession 
under the existing circumstances the powerloom industry will have 
to readjust its proauction:' structure, reduce cost of production by 
adopting new technique expected to reduce cost per unit of out put 
so that, under the existing frame work of the Govt, policy it will 
compete successfully with the organised mill sector.
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4.7 THE PROBLEM OF RAW MATERIAL :
In the preceding chapter we have elucidated the basic problem 

of powerloom industry of Ichalkaranji at length. The problem 
relates to the regular and in an adquate quantity the supply of 
better quality yarn to the owners of small powerloom factories 
at Ichalkaranji. Since the proporation of such type of factory 
ownsrs has been increasing in recent years, in order to leep the 
machines on the demand for yam has been rising contineously. More­
over this class of the factory owners have no adquate working 
capital to buy the required amount of yarn they have to fall back 
on the master weavers for the supplies of yarn. Some times the - 
demand for yam seems to have been inflated by the speculators 
(dealers in yarn) by creating artificial shortages a't sootBazar a 
newly developed market at Ichalkaranji. In the total cost of 
production of powerloom industry a little less than 2/3 cost 
accounts for the principal raw material i.e. yarn. If the basic 
material prices tend to increase and to be subjected to voilent 
fluctuations, the small owners are vulnerable . and therefore they:, 
have no alternative but to close their production. Another 
alternative open for them has been to depend on the master weavers 
for supplies of yarn and to remain satisfied with the contractual 
wage agreed to.Some times these contractual wage rates are not
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favourable to the small powerloom factory owners but they prefere 
to be employed and ke|>t their machines on. If such type of owners 
are caning up can we expect from than to make profits, to renovate 
their existing plants and machines and introduce a flexibility in 
the production structure in accordance with fast changing consumers 
tastes. So under the existing state of affairs it is difficult 
for such type pf owners to take decisions with regard to production, 
the use of productive assets mainly machines and also a shift from 
one kind of product to another kind of product. When the dependence 
of powerloom owners has been increasing on third person for the 
supplies of basic raw materials. The industry of powerloom at 
Ichalkaranji has . ~ been controlled by the few financial
monopolists having easy access to the financial resources and a 
good knowledge of marketing tacfifs - of both raw material and ithe 
final output. Therefore whatever profit margins are avaliables in 
this particular line of production, they have been appropriated by 
the middlemen instead to the actual producers. The middlemen are 
earning the profits, a large mejority of thv. so called factory- 
owners (Kharchiwalas) operating their machines on wage basis, with 
low incentive to bring about the technological changes in their 
production methods and as such the age long production methods 
tended to be continued.
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4.8 mE PROBLEM of marketing of OUTPUT :

in the case of raw material the dependence of powerloom 

owners at Ichalkaranji on the middle-men (Traders) for their marketing 

of final output has been increasing contineously, ©f course this 

is true only in respect of remaining 15% of powerloom factory owners 

(Satwalas) who carfy on their production without /to much dependence 

on the middlemen for both supplies of raw material i.e. yarn and., 

the marketing of their final output. This category of powerloom 

owners could have introduce a new methods of production by adopting 

modern technology but up till now worth while attempt seems to 

have been made at least collectively. In an over all inflationary 

situation and protected home market the industry in our case the 

15% powerloom owners of Ichalkaranji could earned the profit by 

following the traditional methods of production.

As long back as 1961 the solutions to these basic 

problems of the industry was suggested iVnthe form of establishing
I

the sales purchase co-operative society which was expected to 

correct ' the bargaining weakness of the small producers and also 

enable them to survive in the industry as a whole. But 

Unfortunately such an idea seems to have not been turn out in^tor 

reality for the policy of treating such sale-purchase cooperative
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societies on a par with the master weavers. And the organisations 
of such types of organisation based on cooperative lines require

Yhighly competative personnels capable of managing the production and
f

dealing with marketing of the final product. Such types ofdealings 
require day to day knowledge of changes in respect of their prices 
which seemed to have been highly sensitive to the demand variations. 
Besides these organisations must be backed by hi^njpfunds required 
for building up of inventories of raw material and with holding 
the supplies of final output when the prices seem to be bearish,... 
For all these and other reasons an effective organisation in the 
cooperative sector did. not come in to existence at Ichalkaranji, 
to deal with these problems even though the problems have emerged 
long back and very recently they have assumed a rather larger 
dimensions.

4.9 THE TECHNOLOGICAL PROBLEM ANOTHER NEGLECTED AREA J

Another important problem confronting the decentralised 
sector relates to the problem of technological innovation. It seems 
to use that the textile policy formulators at the top of the Govt, 
level and even the enlightened political leaders have paid their 
attention ti> the problem of modernising the mill sector and the 
decentralised handloom sector. They neglected the problem of
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technological innovation of the decentralised powerloom sector. 
Liberal.. Financial assistance seems to have been granted to the 
former two sectors while the powerloom sector was not at all 
considered in the scheme of financial assistance implemented so 
far. At Ichalkaranji one may cane across the powerlooos which 
were replaced by the composite mills and sold them as scraps to 
the powerloom owners at Ichalkaranji. These worn out machineries are 
still being operated by the powerloom owners. To operate such : 
machines give rise to larger maintainance cost. In other words the 
powerloom owners have to spend a larger proporation of their 
earnings on repaires of these worn out powerlooms. Moreover on 
such machines production can not be carried on continuously the 
breck(juin the manufacturing processes are likely to be large. The 
break in the manufacturing processes affect adversely the efficiency 
of the labourers and involve higher cost of production, so one can 
not expect small powerloom owners to be competitive in respect of 
cost of production, desides the intermittant breaks are likely to 
occur in the production processes due to shortages of raw material 
(yarn) which has become very recently the regalar feature of 
powerloom industry of Ichalkaranji and irregular supplies of 
electricity add a fuel to the fire and escalate the cost of the 
production. If one is interested in reducing the cost of production
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the basic ailment of the powerloom industry will have to be 
attended to in terms of inducting moaern and technologically 
upgraded powerlooms in the decentralised sector of the textile 
industry. So the recommendation that emerges is that research and 
development activities will have to be directed so as to enable the 
powerloom sector achieve a higher level of techniques of production 
and thus make it a viable sub sector of the whole textile industry. 
In our opinion only when the policy variables of the Govt, are 
directed towards achieving this end the terminal objectives of the 
over all textile policy viz. expanded output of cloth# reduced 
prices of cloth and the larger employment apportunities in the rural 
area can not be fulfilled. Our foregoing arguement could be 
substantiated by citing the growing inefficiency of the organised 
sector to meet the growing requirements of cloth at cheaper prices 
to the lower strata of the population forming 70% of the total. 
Another profif of its growing inefficiency is that large number of 
textile mills have been reported to be sick and a number of mills 
have closed their production. The another sub-sector i.e. handloom 
on which the Govt, pins its hopes in regard^ to the satisfaction 
of the growing requirements of clothing of a vast majority of the
population. It is surprising to note that with the existing techniques 
of production in the handloom sector (6 metres per day per loom)
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in what way the handlocm sector is going to expand its output 

in order to clothe the vast majority of the population at 

reasonable prices. Only the amount of subsidies to be granted
A*

to the handloom sector and the development*expenditure are likely 

to be increased without any further expansion in the productive 

capacity. The undesirable effect likely to be produce/*of putting 

the onerous responsibility on handloom sector is that the cloth 

produced in the other two sectors will be sold in the market 

surreptitiously under the brand of handlocm product. This will 

give rise to a larger scope for cajtfruption and bribes in the 

Government administrative level. This practice seems to have been 

started in response to the reservation policy of the Government 

in favour of handloom sector. Incidentally tee output of cloth
* Seunfi. CloViO'f

from the powerloom sector leaks to the mill sector and theA power loom 

sector is sold at high prices in the market under the brand of 

so called some famous mills. This is how because of policies of 

the Government favouring the mill sector and handloom sector have 

enabled a class of new middlemen to make profits by just purchasing 

the cloth from the powerloom sector and selling the same cloth 

as if it is produced by other handloom sector or the mill sector. 

Similar happening in case of powerloom industry at Ichalkaranji 

have been reported. The main point that emerges from the foregoing 

discussion is that a large proportion of the pcwerlocm sector at 

Ichalkaranji Jmve been suffering from all these ailments and
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because of the Government step-mo^-therly attitude towards powerloom 
sector the industry could not make strides regarding its adaptability 
to rapidly changing various dimension of the production. And this 
is exactly where the shoe pinches as far as the powerloom sector 
is concerned.

4


