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INTRODUCTION 

, I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, do present on their behalf this Thirty-Second 
Report on the act':'n taken by Government on the -recommendations 
of the Public Accounts Committee contained in their Hundred and 
Snventy-e'ghth Report (5th Lok Sabha) on 'Cash Assistance for 
Export of Man-Made Fabrics' commented upon in Paragraph 29 of 
the Rep rt of the Comptroller & Audit01 General of India for the 
year 1072-73, Union Government (Civil). 

2. On 10 August, 1977 an 'Action Taken Sub-Committee' consisting 
of the following Members was appointtd to srutinise the replies 
received from Government in pursuance of t h  recommendations 
made by the Ct mmittee in thnir ~ j r l i e r  Reports: 

1. Shri C. M. Stephen-Chairmun 
2. Shri Asoke Krishna Dutt--Conuener 

3. Shri Gauri Shankar Rai 
4. Shri Tulsidas Dasapp.~ 
5. Shri Kanwar La1 Gupta 
6. Shri Zawar Hussain 
7. Shri Vasant Sathe 

3. The Action Taken Sub-Committec of the Public Accounts 
Commit tee ( 1976-77) c o n s d e r ~ d  and approved the Report at their 
sitting held on 20 Derernbe~. 1976 The Report was adopted by 
the Public Awounts Committee (1976-7:) c.n 31st December. 1976, 
but it could not he presented due to dissolution of Lok Sabha on 
18 Januarv. 1977. The Action Takm Sub-Committee of the Public 
Accounts Committte (1977-78) cr nsidered a d  adopted the Report 
a t  their sitting held on 17 October, 1977 (AN). The Report was 
finally adopted by the Public Accounts Committee (1977-78) cn 11 
November, 1977. 

4. For facility of reference the ~onclusions/recommendations of 
the Committee have been printed in thick type in the body of the 
Report. For the sake of convenience, the conclusions/.recommen- 



datic,ns of the Committee have also been appended to the Report in 
a consolidated form. 

5. The Committee place on record their appreciation of the 
assistance lpndered to them in this matter by the Comptroller & 
Auditor General of India. 

NEW DELHI; C. M. STEPHEN, 
November 15. 1977. Chairman, 
Ka~tika 24, 1899 (S). Public Accotr 11r i Committee. 



REPORT 

1.1. Tbfa Report of the Committee deals with the action taken by 
Govenrment on the Committee's recommendations/obse~~~tfons 
contained in their 178th Report (Fifth Lok Slslbhar) an 'Cash ASBi& 
2ance for expost of Man-made Fabrics'. c01111)b~ted upon in paragraph 
29 of the Report of the Comptroller and Auditor General of India 
for the year 1972-73, Union Government (Civil), relating to the 
Ministry of Commerce. 

1.2. The Committee's 178th Report was presented to the Lak 
Sabhe on 30 April, 1976 and contained 20 recomrnendati~~~)/obrmerva- 
tions. According to the time schedule for furnishing Actfon Taken 
Motes on the Committee's recommendatlons/observations, plescrlb- 
ed in the Codttee 's  5th Report (Fourth Lok Sabha), the N o h  
indicating the adSon taken by Government in pursuance of fhe 
re~mmendations/observations contained in the 178th Report were 
required to be h u n i w  to the Committee latest by 31st October 
1976. The Ministry of Comme~te had, however, been request& 
on 4 June, 1976, to funaSsh the relevant Notar latest by 31 August 
1976, so that the Cornmitt& work might be facilitated. S u b  
quently, on a request made by the Ministry, this time Umit had b n  
extended till SO September 1976 and advance copies (unoctfed by 
Audit) of all the Action Taken Notes were made available to the 
Committee in accordance with this revised schedule. 

1.9. Thc Action Taken Notes received from Gove!mment barn 
been broadly categorid as follows: 

( I )  Rccum-/ob-s thuf hawe been ~ d ~ d p t b d  
by Coormansttr: 

Sl. Noe. 1, 2, 3, 5, 8, 9. 11, 12, 18 and 20. 
(ii) Re-/- which ths: Cormni#ts 6, 

Rot dndm to pwrur in the light of the replies Taahcd 
fran Cwernnsrzt: 

Si. Nol, 17, 18 and 19. 



(iv) Reconzmen&tions/observaticms in respect of which Gov- 
ernment have furnished interim replies: 

NIL 

1.4. The Committee will now deal with the action taken by Gov- 
ernment on some of their recommendations/observations 

Non-observance of the 'value added' principle in granting cash assis- 
tance for export of man-made fabrics (Paragraph 1.108-S1. 
No. 4 ) .  

1.5. Heviewing the grant of a 'massive assistance' totalling about 
Rs. 1182 lakhs for exports of man-made fabrics during the six year 
period from 1968-69 to 1973-74. on the basis of inadequate cost scru- 
tiny and hypothetical assumptions that had little or no relevance to 
the realities of the situation then prevailing, the Committee, in para- 
graph 1.108 of their 178th Report, had observed inter a h ,  as follows: 

"Cash assistance is also usually restricted to 25 per cent of 
the 'value added', which is the amount arrived at by 
deducting the value of the import content from the f.0.b. 
realisation. While this principle ensures that the assistance 
has some direct relevance and relation to the net foreign 
exchange earned and is applied for all assistance given 
from the Marketing Development Fund, the Committee 
find that the cash assistance sanctioned in respect of man- 
made fabrics was not worked out with reference to the 
'added value'. In justification thereof, it has been stated 
that this particular assistance was not provided out of the 
Marketing Development Fund. Since the same principle 
ought to apply, irrespective of the source of finance, it is 
not clear to the Committee why this sound principle was 
given the go-by in the case of exports of man-made 
fabrics." 

1.6. In their Action Taken Note dated 21 September 1976, furnish- 
ed in response to these observations, the Ministry of Commerce 
(Department of Textiles) have stated: 

"The observations af the Committee are  noted." 



T* N o h  m t  kr response to their rsporta are explicit and cab- 
gorfcal. #nhtrIsQ/Departments still choaaa, however, to intimate 
t J ~ t  the CommSttce's observations have been 'Noted'. This happens 
even where specific facts or clarifications are called fav. The O m -  
mittee, in paragraph 1.1043 of th& 178tb Beport (Fifth Lok Sabba), 
had specifically wanted to know the reasons for not working out the 
cash a d s b e e  ~nctioned h respect of man-made fabrics with 
reference tol the 'value addad*. In spite of it, the Department of 
TextUea have maintained a nobcommittal $fence on Wi question. 
The polsition In this mad requires forthwith to be darifted. The 
Commith would also invite attention to the obsewakms contained 
in paragraph 1.39 of their 2ZMh Report (Fifth Lok Sabha) which 
are pertinent in this context. i 

Operation of the cash assistance scheme without Government's 
specijic appoa l  (Paragraph 1.1 11-St. No. 7) 

1.8. Dealing with the implementation of the scheme through the 
agency of a public sector corporation (State Trading Corporation), 
the Committee, in paragraph 1.111 of the Report, had observed, 
inter alia, as follows: 

"Apart from issuing certain broad guidelines to the State 
Trading Corporatibn in regard to the administratjon of the 
scheme of cash assistance. Government had, admittedly. 
left the modalities of implementation and the determination 
of the actual quantum of cash assistance tb the discretion 
of the former. The State Tmding Corporation, on its part. 
had not even obtained Government's specific approval for 
the grant of what, prima facie, appears to be an ad hoe 
assistance, and had only 'kept the Govenment informed". 
Tt is also not clear from the evidence whether the decision 
to grant cash assistance had the Ministefs or Cabinet 
approval. Though Government spokesmen inilriallv de- 
posed before the Committee that assessment a t  a very 
-tor level was made and 'approval at the highest level 
was obtained'. the Camrnittee were srubslequently informed 
that i t  had not been possible to locate the relevmt papers 
in order to say s t  what level the scheme was finally a p  
proved. The Finance representative has stated in this 
context as followa: 

'The mrtbr did go to the highest level once. After that 
thcre were some discussions. But befare the Rnal orders 
ware issued whether they again p t  the find cleglrance 
fa a matter to b checked up'. 



Since the position in this regard has not,been satisfactorily 
explained, the Committee desire a more specitic clari- 
fica tion." 

1.9. The Action Taken Note* dated 21 September 1976, furnished 
by the Ministry of Commerce (Department of Textiles) with refer- 
ence to these observations, is reproduced below: 

"In spite of our strenuous and repeated efforts, it has not been 
possible to locate the papers. In the cirtumstances, it is 
regretfulIy submitted that i t  has not been possible to say 
with any degree of certainty the level at which the scheme 
was approved. " 

1.10. I t  is somewhat mystifying that the Department of Textiles 
have not been in a position to vouch, with any d e g m  of certainty. 
for the lev& at which the ad hoc scheme for the grant of cash assist- 
ance for export: of man-made fabrics was finally approved. The 
Committee, thus, have not been able to satisfy Ulen~selves whether 
Government's specific approval had been obtained for the grant of 
an assistance which, from what the Committee could ascertain, ap- 
pears irrational and unwarranted. Though it has been s t a t 4  by the 
Department that the relevant papers could not be locafed in spite 
of 'strenuous and repeated efforts', the Commitice consider it s t rawe , 
that important papers leading to the decision to grant massive asriist- 
ance to s chosen few who had exported their through the 
in~trumental i t~ ob tJm State Trading Corpa~ation should have dis- 
appeared, as i t  were, without leaving trace behind. Since Cavern- 
rnent departments are ccrtainlp expected to take all ncceswrp steps 
to ensnre the safe and careful p r e s e r v a h  of important papers/ 
documents relating to policies of Governmenf. and ~ i m e  the manner 
in which this particular scheme was conceived and implemeated has 

given rSse b serious misgivings in the mind of the Committee, 
they must insist upon an investigation into the circrunstanccs in 
which thw papara bad been misplsced/lost, with a view to fixing 
responsibility fa lap-, if any are found. Effectlive n m d i a l  men- 
nurts should also bt t&a by Ole Department to obviate thc m r -  
rcncc ot such losses of important papera/R1m. 

Non-scrutiny of the cash assistance s r h e m  bg the Finance 
MinGtnj (Paragraph 1.112-SI. No. 8) 

1.11. The Cornmiltee, during the course of their examination of 
the Audit paragraph, had found that while grants gi&n :n the caw 



of cotton textiles from the Marketing Development Fund were sub- 
jected to strict scrutiny by the Ministry 'of Finance, the assistance 
given by the State Trading Corporation f m  exports of man-made 
fabrics had been extended more or less on an ad hoc basis without 
any detailed scrutiny in the Finance Ministry. Commenting on the 
non-scrutiny of the scheme by the Finance Ministry, the Committee, 
in paragraph 1.112 of their Report, had observed: 

"Even though grants from the Marketing Development Fund 
are required to be subjected to strict scrutiny by the Minis- 
try of Finanre, the Committee are surprised that in this 
particular case the specific approval of that! Ministry to 
the scheme of cash assistance had not been obtained. It 
has, however, been stated that the whole scheme was sub- 
mitted to the Committee of Secretaries of which the 
Secretary, Ministry of Finance. was a member and that as 
tb scheme had been approved by that Committee, it 
could be said th;t Finance had agreed to the scheme. 
The Committee are somewhat perplexed by this explana- 
tion. Merely because the Finance Secretary was repre- 
sented on the Committee of Secretaries. this does not 
obviate the need for a detailed scrutiny in the Finance 
Ministry and obtaining approval of that Ministq. If, as 
stated bv the State Tradinq Corporation, the assistance 

in the case of textiles out of the Marketing 
Development Fund are subjected to 'strict scrutiny' by the 
Finance Ministry. the reasons for making a deviation in 
the casc of man-made fabr ic~  a r t  samewhat intriguing." 

1.12. In their Action Taken Note d s t d  21 September 1976 relevant 
to thc!sc observations. the Ministry nf Commerce (Department of 
Textiles) have replied: 

"It is submitted ttrnt nonnallv before a matter is considered by 
the Comrnittcc of ~ccrethries.  3 detailed p a p e r  on the 
subject to be diwussed is circulated to all concerned. 
Depending on the needs of the oncasion. the concerned 
Secretary consults wherever nccessav. officers under him 
before the meeting end helps in the process of collective 
decision mnking in the Committw. It may also happen 
that in some cases the concerned Secretary may not feel 

'the mcessitv for sending the papers to the offirers below 
for an examination. Noncthcless the decision of the Cam- 
m f t t e  would be e co'tlectlve decision taken d t h  the ap 



proval of all the Ministries which were represented in the 
Secretaries Committee." 

1.13. The Conamittee regret to have to say that the Department's 
attempt to justify the exclusion of the Finance Ministry frcrm uader- 
toUPg a detailsd scrutiny of the scheme of cash assistance for cx- 
ports of man-made fabrics amounts to little more than a laboured 
extenuation and is, for the most part. a repetition of what had been 
stated earlier during evidence tendered before the Committee. The 
C o d t t e e  in their 178th Report had pointed out that the mere fact 
that the Finance Secretary was also a member of the Committee of 
Secretaries which had approved the scheme did m t  obviate the 
need for a detailad scrutiny in the Finance Ministry and for the 
specific concurreace and approval of that NFuristry aftcr such 
scrutiny. Its association with the formulation end implementation 
of the scbeme umld perhaps have ensured that the assistance was 
not extended indiscriminately, as appears to have happened in the 
present case, but on a more t h o u g h t a t  foundation. In 
the Committee's view. the Ministry should not have been precluded 
in this manner h.am exercising its legitimate functions of sanctian- 
ing, after careful scrutiny. expenditure proposed to be incurred an 
an  individual scheme of such large magnitude as the one under 
examimtioa. The Committee are constrained to have to reiterate 
tbeir mrlier view that the real reasons for making a deviation from 
the generally accepted procedures and practices in the caw cM man- 
made fabrics remain unexplained. The peculiar procedure adopt& 
in this cam c m o t  bt m t e n a n c e d  and the Committee would like 
b kmmw if ,  as a special case, the Finance Secretary himself had not 
r w d d e d  it necessary to have the whcme examined in detail hy 
his Ministry. 

Passive mb played bg the State Trading Crrrporotim ( P a r a p p h  
1.114--SI. No. 10). 

1.14 In paragraph 1.114 of the Report, the Committee had further 
observed as fo'ollows: 

"The Committee are surprised that though the State Trading 
Corporation seemed to have had a number of resewstion~ 
in regard to the cash assistance scheme, certain data re- 
lating to cast and f.0.b. realisation were obtained from the 
Silk and Rayan Textiles Export Pramtion Cobncil only 
four years lakr, in July 1971, and the rates of cash amis- 
tPince then reduced (the rwlsed rates ranging fram 5 por 
cent to 25 per cent of the f.o.b. redimtian). Hem again, 



the data furnished by the Export Promotion Council had 
not been certified on the basis of any strict cost scrutiny 
and were not quite comprehensive. The data, neverthe- 
less, indicated that cash assistance could be reduced with- 
out any adverse impact on exports. Though this action 
produced some results belatedly, the Committee are un- 
able to appreciate the passive acquiescence of the State 
Trading Corporation for four years in a scheme that was 
prima facie, ill-conceived and unjustified. " 

1.15. In their reply furnished to these observatbns, in the rele- 
vant Action Taken Note dated 21 September 1976, the Ministry of 
Commerce (&partmen t of Textiles) have stated: 

"The observations of the Public Accounts Committee have 
been noted and are being con~municated to the State 
Trading Corporation." 

The Committee had also been infbrmed subsequently, on 1 Novem- 
ber 1976, when copies of the Action Taken Note; after vetting by 
Audit had been made available to them that these observations were 
being communicated to the State Trndlng Corporation. 

1.16. Thi.9 is m e  more instance of inadequate response to a point- 
ed observation of the Committee. After a lapse uf n d y  six 
months, the Commietee receive a mere intimation that their observa- 
tions, made after careful study of the facts placed before them, in 
regard to the passive acquiescence, for four years d the State Rad- 
ing Corporation in a scbcme that was, prima facie, ilisonceived and 
unjustified were 'being comrnunicatcd to the Corporation'. In view 
of the fact that the fcrrmulation and implementation of the scbeine 
for granting cash assistance for exports of mon-made fabrics had 
&em rake to daub& and even wspicion af m a t d s  intenti-, which 
needed to be allayed, the Committee had wanted a mots positive and 
purposvful reaction horn the Minktry as wdl as the State W i n g  
Corporation. The Committee are unhappy aver the entire position 
and a& for a further npart in this regard. If tbe Camnittee's res- 
ponsibility to Parliament md the country is to be adaquately &- 
~barged, Govrrmmcnt'n mspwc to their recommeadPtimdabsewa- 
tbnr should bo cxpticlt and helpful. 

Indiacrinirurtc crvntinuance aj tlw cash assistance scheme (Para- 
g n p h ~  1*117 to 1.1197F1, Nos. 13 to 15). 

* 
1.17, Dealing with the  action taken by Government on the re- 

pmntatians made! periadfcally against the scheme of cash asis- 



t ame  by the State Trading Corporation, who appeared to have had 
a number of reservations about the scheme, as well as the decision 
to continue the cash assistance a t  the then existing rates for one 
more year during 1972-73, pending an examination of relevant cost 
data by a Working Group or an independent agency, the Committee, 
i n  paragraphs 1.117 to 1.119 of their 178th Report, had made the 
following observations: 

"1.117. There appears to have been considerable procrastina- 
tion and inaction on the part of Government as well. 
Though the State Trading Corporation had been repre- 
senting periodically against the scheme of cash assistance 
and Government had also been informed, in various meet- 
ings, from time to time, prior to August 1971, of the diffi- 
culties which the Export Promotion Council was ex- 
periencing in providing this necessary data no remedial 
measures were taken by Government till May 1972 when 
a working group, consisting of representatives of the Tex- 
tile Commissioner and the State Trading Corporation, a 
Cost Accounts Officer of the Finance Ministry and the 
Secretary of the Silk and Rayon Textiles Export Promo- 
tion Council, was appointed to examine the cost data for 
representati\?e export qualities submitted by the  Council. 
The Committee regret that effective action had not been 
taken earlier against the industry which was resorting to 
evasive tactics, and for the discontinuance of the cash as- 
sistance which, from all accounts, was unwarranted." 

"1.118. The Committee learnt with consternatran that despite 
the fact that even the limited data furnished by the Ex- 
port Promotion Council, in July 1971, clearly indicated 
that the cash assistance hitherto sanctioned was far from 
justified, Government decided, in a meeting with the Silk 
& Rayon Textiles Export Promotion Council on 6 March 
1972, that cash assistance at the existing rates should con- 
tinue fur one year and that the cost data furnished by the 
Council, in February 1972, should be examined by a work- 
ing group or an  independent agency. What is even more 
disturbing is the fact that this decision, which resulted in 
the payment of c a ~ h  assistance of Rs. 119.23 lakhs during 
1972-73, had been taken by the Secretary, Foreign Trade, 
a t  n meeting in Bombay and communicated Immediately 
and peremptorily without even obtaining the Minister's 
qprot. al." 



"1.119. The Committee find the cost data furnished by the Ex- 
port Promotion Council in February 1972 to be not reprc- 
sentative, being confined to only 14 out of the 29 parties 
to whom the form prescribed by the State Trading Cor- 
poration had been sent by the Council. Besides, the data 
had also not been certified by Chartered Accountants. The 
Committee have been informed in this connection that the 
29 units had been selected on the basis of the specialisation 
they had acquired in the manufacture of certain exported 
qualities and that 15 of them had stated that the proforma 
was so complicated that they would not be able to give 
the cost data in the form in which it was desired. How- 
ever, without making any attempts to ascertain the costs 
a t  least on the basis of the sample survey, the decision 
to extend the cash assistance for 1972-73 seems to have 
been taken on the somewhat tenuous ground that as the 
export trade had grown after much effort on the part of 
the Export Promotion Council; any uncertainty about the 
cash assistance scheme might have an adverse effect on the 
export trade. However, it was well-known by them that 
the rates of cash assistance already sanctioned were un- 
realistic m d  excessive. The Committee are of the view 
that Government should have, at  that stage, attemp- 
ted to collect further data and adequately reviewed the 
s h e m e  instead of just indiscriminately extending it for 
another year. That this was not done indicates that the 
care and prudtmce expected of Government had been 
given the go-hy " 

1.18. The Act~on Taken Notesifurnished in pursuance of these 
observations by thc Ministry of Commerce (Department of Textiles), 
o n  21st September 1976, arc reproduced below:- 

Paragraph 1 . I  17 

"Though the STC in their communication dated 29-7-1971 did 
raise certain general points against the continuance of 
the cash assistance on a substantial scale, they had stated 
in the same communicatiotl that a complete withdrawal 
would affect the esports. Their broad conclusion was that 
there was a case for pegging the basic cash assistance for 

. a"- - -  . --- _ l_____l__ --- ---- -- 
'The Committee were informed by Audit that the reply furnished 

by the Depnr hnen t to the ob :ervations contained in paragraph 1.118 
of the 178th Report (5th Lok Sabha) was not susceptible of verifica- 
tion by them. 



rayun goods a t  25 per cent and the cash subsidy for other 
goods to be determined as and when the cost data was 
received. In their letter dated 2nd August 1971, the State 
Trading Corporation informed the Government of the 
decision of the Board of Directors of State Trading Cor- 
poration to limit the cash assistance till the end of 
December 1971. The Ministry in their reply dated 
23rd August 1971 stated that such sudden discontinuance 
of cash assistance after 31st December 1971 would cause 
a serious setback to the exports of rayon and synthetic 
textiles, and that the objective of the Government was 
not to provide excessive cash assistance to boost up ex- 
ports but the incentives to be fixed should not be at such 
low levels which would fail to stimulak exports. In 
November 1971 the State Trading Corporation was re- 
quested to consider the following measures to boost the 
exports of art  silk textiles, in view of the Estimates Com- 
mittee's observations regarding the fall in the exports of 
manarade textiles: 

{a) the revised rates of cash assistance should be examined 
and finalised urgently in the hght of the export per- 
formance so far; 

(b) in order to Impart continuity and stability to exports, 
the cash assistance scheme should be made applicable 
till 31-3-1973. 

The State Trading Corporation was requested on 2nd Feb- 
ruary 1972 that cash assistance should be extended for a 
reasonable period, say for a period of six months and in 
the meanwhile the revised rates of cash assistance work- 
ed out. On the 10th February 1972, the State Trading 
Corporation informed the Ministry that they were in the 
final stages of scrutinising the costing figures furnished 
by the Silk and Rayon Textiles Export Promotion Council 
and that they would reach their flnal mnelusions shortly. 
As the State Trading Corporation coulri not arrive at  Rnal 
c o a c l w i ~ m  till the end of February 1872, it was decidod 
at the Secretary's level to continue the caeh assistance 
boyond 315-1972. It  was alao decided to constihte n 
Working Gmup to srsrutinise the cost date for represate- 
W e  export items. 



Of) The Ministry for valid reasons wanted the cash assist 
ance echeme to be continued subject to the rates of cash 
assistance being suitably Axed on the basis of the 
relevant cost data. 

J n  fact the working group submitted its Anal findings recom- 
mending continued cash assistance at  the then existing 
rates." 

Paragraph 1.118. 

"'The circumstances under which the cash assistance on the 
exports of man-made textiles was continued beyond 
31-3-1972 have been explained in reply to para 1.117. 
Procedurally, for granting of cash assistance or continu- 
ation of cash assistance or modification of existing rate of 
cash assistance, approval of the Minister is not required. 
These matters are dealt with at the Secretary's level after 
foIlowing the necessary procedures in this regard. Hence 
it is submitted that there is no procedural irregularity in 
not .obtaining the Minister's permission for continuation 
of the cash assistance." 

"The circumstances under which cash assistance on the export 
of art-silk textiles was continued beyond 31-5-1972 have 
been explained in reply to para 1.117. The Working 
Group had also subsequently confirmed that the cash 
assistance rates allowed during 1872-73 was masonable." 

1.19. Tbc Committee have gone hto the elaborate nrpb furnished 
%y tbc Department of Textiles b tbeir obsarPntGMJ in mgard to tbe 
Enability of Covernmcmt in efFectidy tackling an industry whicb 
clearly was rasartLng to e v d v t  tactics and in spite of it continued 
to belwdit fram am indbcdminate and unwarranted d k n c e .  The 
Committee faat that whatever st* were taken by the D e m e n t  
brd 8 S-W md otod-~sd b b  h fa- Of recdcttr*rrt f n d ~ t q  
and warn Fuuslrllrtlc. Admittedly, the i n d ~ s t r ~  r a p w t a d  by the 
Sill & Rayon Textiles Export Fromotion Cotme& had 'mcsnsbteatlf 
wadad, 'andbr me pretext or tba dtbar', the rcqtldddB af the State 
-d&g Corparath bD imnU d o m t  cast data in sapport at its 
c l & ~  el logslr bmmed b t ? ~  expo* d nun-mrde fabrics. The 



said Corporatton had &o periodically expressed itself against tbe 
cash assistance scheme. The di8Rcuities involved in the implemen- 
tmtion of the scheme, in the absence of all relevant data, had also 
been brought to Government's notice even prior to  August 19111. I t  
has, however, been contended by the Department of Textiles that the 
State Trading Corporation while representing, in July 1971, against 
the emtinuance of the assistance on a substantial scale, had not com- 
pletely objected to the continuance of the scheme as such. While 
this may perhaps be true to an extent, the Corporation nevertheless 
appears to have been clear in its mind, in July 1971 at least if not 
earlier, that the assistance was not justified on economic grounds. I t  
had also gone on record, in unequivocal terms, in March 1972, in 
protest against the decision of the then Secretary, Foreign Trade, to 
extend peremptorily the assistance at the then existing rates upto 
March 1973, and to observe that even the reduced assistance of 25 
per cent (introduced with effect from August 1971) was 'more than 
can be justified'. Besides, it is evident that the Corporation had had 
considerable resenfation even in regard to the initial quantum of 
assistance, sanctioned from March I967 to July 1971, at rates varying 
between 10 and 33 per cent of the f.0.b. realisations which, accord- 
ing to them. was based more on negotiation than on proven financial 
data, and that the decision to continue the assistance at reduced 
rates with effect from 1 August 1971 had been taken more on con- 
siderations of expediency than on any canons of financial prudence. 
In these circumstances, the argument that the State Trading Cor- 
poration 'did not completely object' to the scheme's continuance ap- 
pears a formalistic stand which does not also have the saving grace- 
d r contribution, in practical terms, to the long-term growth of our 
trade. 

1-24). Tbe Committee are not unwilling to concede that there was 
justification perhaps for the Department's anxiety to impart a kind 
of continuity and stability to the exports of mam-made fabrics. It 
b. however, seen that even according to the Department's own &bink- 
fog, tbe cash a~aistsmce scheme was to be continued only after the 
quantum of assistrace had been suitably fixed on the barb of relevant 
cost data. It was well-5mown by then that the rat- afrardy 
srnttfobcsd were n d  only unrealiadc but also exeeaalve. A fresh look 
at t b  entire quesfion b.d n h  been necessitated by the incrasrsd 
import endtlementa annouaccd ia Gavenrment's Rcpbtered Exparlcvn 
Policy far 1971-72 Yet, strangely enough, ta disregard of, rU tbacc 
facts, n d e & b  was taken by the tben Sacrotmy, Foreign Tnde, in 
a meding with t b  Export Promotion Coundl at Bombay, f a  t h  
~ t f a g u u l l .  td tbc udstrtocc at tlw d t f a g  ntcs for a m  mom gsrr 



npto March 1973. The reason for this e~vtraordinar~ way of deciding 
matters has not been explained to the Committee's satisfactioP. The 
Committee disapprove of the manner in which this issue has been 
handled and reiterate their earlier finding that Government had 
not exercised, in this case, the care and prudence normally expected 
of them. 

1.21. I t  has been contended by the Department that the Working 
Group, appointed to examine the cost data for representative export 
qualities to be made available by the Silk & &yon Textiles Export 
Promotion Council, had also subsequently confirmed that the cash 
assistance allowed during 1972-73 was reasonable. However, as 
pointed out in paragraph 1.120 of the 178th Report, the exercise carri- 
ed out by the Working Group was only a haphazard attempt and also 
perfunctory, since i t  was not based on representative and entirely 
reliable data. This finding has not been disputed by the Department. 
The Committee are, therefore, unable to accept the Department's 
contention in this regard and are of the view tbat the extension of 
the cash assistance scheme during 1972-73 was unjustified and even 
indiscriminate. 

122 As regards the peremptory extension of the scheme for the 
year 1972-73 by the Secretary, Foreign Trade, without even obtaining 
the Minister's approval, the Committee have been informed that. pro- 
cedurally. the approval of the Minister is not required for granting 
cash assistance or for its continua~~ce or for any modification of the 
existing rates of assistance. However, in view of the fact that the 
State Trading Corporation appeared to have genuine misapprehen- 
sions and reservations in regard to the scheme and also since the 
decision appeared to have been taken on somewhat tenuous grounds. 
the Committee feel that all the facts of the ease ought to haw heen 
placed clearly before the Minister who could then have an opportunity 
to give his considered views on the entire question. Besides, since 
the assistance paid during each of the preceding two years had also 
exceeded a wore of rupees. the Committee are of the opinion that 
procedures and conventional practices apart, prudence as well as 
propriety demanded that such large expenditure was incurred o n b  
with the Minister" specific approval. Even procedurally, the Com- 
mittet had been earlier informed by thc Finance Secretary himself 
during their exambation of paragraph l4(ii) of the Report of the 
Comptrolla & Auditor General of India for the year 1972-73. union 
GovernmeaJ (Civil), &venue Receipts, Volume I, Indirect Taxes, 
tbat wbere the sxpenditruc involved or the expcnditum ~roposal  is 
ovar Ra. 1 crure, then it is normally submitted to the ~ i n i s t e r .  I n  
tb* c l r r m r t o n m ,  tbe Committee Had it ditllcult to reconcile them- 



rwlves to the Department's present reply. In any case, they would 
urge that the feadbili& of prescribing euitable monetary h i t o  for 
the grmt of cash assistance at the SewWwfs level, without obtain- 
iag the Mhbter's specific appnwal, should be appropriately ex- 
axdmd. 



CHAPTEB I1 

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

It is evident from the Audit paragraph and an analysis of the 
evidence tendered before the Committee that the cash assistance sanc- 
tioned from time to time, for exports of man-made fabrics, had been 
provided in an indiscriminate and even irrational manner, on the basis 
of adhoc incomplete assessments, that had little or no relevance to 
the realities of the situation. The Committee regret that a "massive 
assistance" totalling about Rs. 1182 lakhs should have been allowed 
during the period 1968-69 to 1973-74, on the basis of inadequate cost 
scrutiny and hypothetical assumptions, to an industry that contributes 
only 2 per cent of its production to the export efforts of the country. 
Some of the deficiencies and defects in the conception and operation 
of the cash assistance scheme which have came to the Committee's 
notice are discussed in the succeeding paragraphs. 

[S. No. 1 (Para-1.105) of Appendix I to the 178th Report of 
PAC. (Fifth Lok Sabha)]. 

+Action Taken 

The observations of the Public Accounts Committee have been 
noted. I t  may, however, be mentioned that payment of Cash Assist- 
ance of Rs. 1182 lakhs during the period 1968-69 to 1973-74 had re- 
sulted in export of about Rs. 6029 lakhs worth of man-made fabrics, 
a non-traditional item of export, through the State Trading Corpo- 
ration. It  is respectfully submitted that cash assistance may kindly 
be viewed against exports of the commodity rather than against 
production in the country. 

[Ministry of Commerce!Department of Textiles O.M. 
No. 12011 64/7(5-TexCV) dated 1-11-1976]. 



Cash assistance is normally intended to bridge the gap between 
the cost of production of an export product and the f.0.b. realisation. 
The Committee note with concern that while sanctioning cash assist- 
ance in 1967, almost immediately after the devaluation of the Rupee, 
for the export of man-made fabrics at rates varying between 10 per 
cent and 33 per cent of the f.0.b. realisation, the State Trading Cor- 
poration had not taken into account the actual cost and f.0.b. reali- 
sation but had adopted an ad-)roc approach. No doubt, the Com- 
merce Ministry have contended that the approach was not ad-hoc 
and that when the scheme of cash assistance was started in 1967, 
'it had to be introduced on some assessment which was made at that 
time'. In the Committee's view, this is only an attempt at extenua- 
tion smce according to the Corporation's own admission. in August 
1971. while grants from the Marketing Development Fund were 
governed by strict scrutiny by the Ministry of Finance. assistance 
by the State Trading Corporation had been more or less on an ad-hoc 
basis and had not been subjected to cost scrutmy. Emphaswng the 
need for cost scrutiny, the Corporation had gone on to observe:- 

"This n-e feel is essential lest there be a question asked bv 
Parliament or  its Committees about !he basis for a public 
sector agency favouring an industrv with such massive 
assistance of over a crore of rupees for on export of mere 
3-4 crores. without having before it a cost structure of the 
industry justifying such assistance t~oth ~ r l  principle and 
the quantum". 

Again, on 9th March. 1972, the Corporation had pointed out: 

''The industry has put State Trading Corporation in a ~ u l n c r -  
able position because if State Trading Corporation is asked 
by a public committee about the basis orb wbch ~t gave 
assistance af 33 per cent we can only plead that i t  was a 
matter of negotiation rather than proven financial data". 

Bmidw, @e Secretary. Export Production himself made a tacit 
admission during evidence that the State Trading Corporation had 
felt, in 1971, that the cash asslstanee given by them would not have 
been arrived at  on the basis of 'a strict cost scrutiny' and 
had, therefore, wanted that the cash assistance problem should be 
looked at & nouo. This according to him, brought some results 
although belatedly ." a 

IS. No. %(Para-1.106) of Appendix I to the 178th Report of 
. P.AC. (Fifth Lok Sobha)]. 



Action Taten 

The observations ob the Public Accounts Committee have been 
noted. 

[Ministry of Commerce/Department of Textiles O.M. 
No. 12011/64/76-Tex (V) dated 1-11-1976]. 

Recommendation 

If, as has been claimed, the assistance decided upon in 1967 had 
'been based on a proper and complete assessment, the necessity for 
the Ministry subsequently considering i t  advisable tc reduce the 
cash a5sistance. where necessary, based upon a 'more scientific 
analysis' of the costs of production vis-a-vis f.0.b. realisation by 
exporters are not clear to the Committee. That such a review was 
considered necessary would indicate that whatever assessment were 
made earlier were inadequate. I t  has also been admitted that in 
the initial period, it was not possible for the State Tradlng Corpora- 
tion, Silk and Rayon Textiles Export Promotion Council or the Tex- 
tiIe Commissioner to obtain 'precise cost data, q1ml1ty-wise, from the 
industry's and as such. from the very start (i .e. .  from March, 1967)'. 
the State Trading Corporation had 'no alternative but to extend 
cash support on the basis of cost data collect~d by the Si;k and 
Rayon Textiles Export Promotion Council. even though they were 
not fully representative'. In the circuslstances, the Committee are 
unable to accept the hiinistry's conte~~neih k. this regard. I* is clear 
that the initial quantum of cash asststance had not been based on 
any scientific assessment. 

IS. No. 3 (Para-1 . lo?) of Appendix I to the 178th Report of 
P.A.C. (Fifth Lok Snbha)]. 

Act- Taken 

The observations of the Public Accounts Committee ha\,e beea 
noted. 

[Ministw of Commerce/Department of Textiles O.M. 
No 1201 1 64 76-Tex(V) dated 1-ll-lgiZ3j. 

It has also been contended bv the reprvsentatives of the Com- 
merce Ministry that this scheme was not directly one r r f  caqh as- 
siatenec by ChCrnment  and involved no outgo from the Cunsvl~dated 
Fund of India, but was financed out of a fund built up  by t h e  State 
Trading Clarporotlon out of earnings gram its raw material sales. This 



mgument is, in the opinion of the Committee, quite irrelevant to the 
basic issues of principle involved in this transaction. It is pertinent 
in this context, that the State Trading Corporation has claimed to 
have incurred a net loss of Rs. 434.68 lakhs on this account during 
the period 1967-68 to 1972-75 and has demanded reimbursement of 
the losses by Government and a Anal decision in this regard is yet tw 
be taken. Ut would, therefore, follow that in the event of a decision 
being taken to reimburse these losses from the public funds, there 
would, in fact, be an outflow from the Consoljdated f i n d  of India. 
In any case, even if the losses are finally borne by. the State Trading 
Corporation, the fact would still remain that funds of a public under- 
taking had been expanded injudiciously. 

[S. No. 5 (Para-l.lOQ) of Appendix I to the 178th Report 
of P.A.C. (Fifth Lok Sabha)]. 

Action Taken 
The observation of the Public Accounts Committee have been 

noted. 
ministry of Commerce/Department of Textiles O.M. 

No. 1201 1 /64/76-Tex (V) dated 1-1 l-lWq- 

The rationale for operating the cash assistance scheme through 
the agency of a public sector corporation and confining the assistance 
only to a chosen few who exported their products through the State 
Trading Corporation are not clear to the Committee. Whatever the 
justification or otherwise of such a course. the accountability of the 
executive gets necessarily reduced i f  the assistance is channelled 
through an autonomous corporation and to that extent Parliamentary 
scrutiny of executive actions can be evaded. This is, on principle, 
undesirable and the Committee would like to know if, as canceivably 
a special case. Parliament bad given prior approval to the decision to 
provide such massive assistance to the man-made fibre industry. 

[S. No. $(Para--1,110) of Appendix I to the 178th Report of P.A.C. 
(Fffth Lok Sabha)]. 

For payment of cash assistance out of the funds of a public sector 
undertaking, the Parliament's approval does not seem to be neees- 
sary. Observations af the Committee that accountability of the ex- ---- - -- . -- P - -*- 

T h e  Committee were informed by Audit in this connectian that 
the reply to the effect that 'no cash adstance on expart of any corn- 
nrodity is given by the STC now' could not be verified. 



ecutive gets necessarily reduced if the assistance is channelled throb 
ugh autonomous Corporations' Is noted. It may, however, be men- 
tioned that no cash assistance on export of any commodity Is givem 
by the STC now. 

[Ministry of Commerce/Department of Textiles 0.M- 
No. 12011/64/7&Tex(V) dated 1-11-1976]. 

The Committee And that in determining the quantum of cash assis- 
tance the Corporation had not taken into account the profits accruing 
to the industry from the lucrative internal market and the subsidy on 
imported yarn and other incentives then available. Besides, when 
certain enquiries were started by the State Trading Corporation 
in May 1971, the Corporation had found that in the case 
of rayon fabrics which constitute 75 per cent of the total 
yardage exported or two-thirds of the value of the exports, the in- 
dustry received raw materials at prices which were probably below 
the international prices and that they had certain other benefits in 
the matter of replenishment licences for dyes and chemicals. To 
determine the quantum of cash assistance, no studies appear to have 
been made on the basis of costs of production, but reliance was 
presumably placed instead on the prices prevailing in the domestic 
market whch, in any case, were bound to have been inflated on 
account of domestic profitability. It is to be regretted that the 
State Trading Corporation moved so slackly in this matter. 

[S. No. 9(Para-1.113) of Appendix I to the 178th Report of P.A.C. 
(Fifth Lok Sabha)]. 

*Acboa Taken 

The observations of the PAC have been noted and have been 
communicated to the State hading Corporation. 

[Ministry of Commerce/Department of Textiles Q.M. 
No. 12011/61/76-Tex(V) dated 1-11-1976]. 

-.-" -- - --- 
4 

.The CommitXee were informed by Audit in this connection that 
the @&on &ken in the matter could not be mifled as the relevant 
compondence was not made available. 



Recommendation 

What is more distressing is that even though the State Trading 
Corporation concluded, on the basis of the data made available by 
the Council i n  July, 1971, that the cash assistance was not justified 
o n  economic grounds, it was considered 'in expedient' to withdraw 
the assistance a t  once in l lew of the fact that the exporters had been 
receiving 'massive assistance' in the past. In fact, the Corporation 
had gone to the extent of observing, in March, 1972 that even the 
assistance of 25 per cent was 'more than can be justified'. I t  is  posi- 
tively disconcer5ng that mere expediency should have taken prece- 
dence over principles of financial prudence. 

[S. No. 11(Para-1.115) of Appendix I to the 178th Report of P.A.C. 
(Fifth Lok Sabha)]. 

Action Taksn 
The observations of the Public Accounts Committee have been 

noted and are  being communicated to State Trading Corporation. 
[Ministrv of Commerce/Department of Textiles O.M. 

No. 12011/64 76-Tex (V) dated 1-11-19761. 

Recommendation 

The Committee consider ;t strange that though the data finally 
furnished by the Export Promoilon Council. after 'consistently' evad- 
ing. 'under one pretext or the other'. the requests of the State Trad- 
ing Corporation to furnish data signed by their own Chartered Ac- 
countant was found to be "practically worth!ess by the Corporat~on, 
the cash assistance, though a t  reduced rates, should have been per- 
sisted with. The Committee are  amazed to learn tha t  a loss as high 
as 90 per cent in some instances had been claimed by the  Council. 
;It is obvious that the data had been excessively inflated. As the State 
Trading Corporation itself pointed out, in March, 1972, 'it is either 
incredible that anyone could have exported at such a loss or unpncti-  
cal that despite the assisbnce of 25 per cent we should be cxportlng 
something where t h e n  is a total loss of 90 pm mnt." 

[S. No. 12 (1.116) of Appendix I to the 178th Report of Public 
Accounts Committee (Fifth Lc~k Subhn) 1. 
A c h  Taken 

The obgervgtions of Public Accounts Committee have bcrzn noted. 
pinistry of Commerce/Department of Textiles O.M. No. 1201 1 /64/ 

76-Tex (V) dt. 1-11-1970]. 



Recommendation 

The subsequent examination undertaken by the Working Group. 
a n  the basis of which it was decided to extend the scheme of cash 
assistance during 1973-74, was also, unfortunately, only a haphazard 
attempt. The group had obtained cost data, which we= also not 
certified by any Chartered Accountant, only from three manufactu- 
rers of fabrics. Although the working group visited these three mills, 
i t  did not undertake, 'due to limitation of time', any detailed check- 
ing of data with accounts books but considered the result of its 
sample-checking as 'more or less satisfactory'. There appears to have 
been p2me difference of opinion between the Senior Cost Accounts 
Offlcer of the Finance Ministry and the other members of the work- 
ing group in regard to the correctness of the cost data, and the for- 
mer remarked, in October, 1972, that 'he had not had the full oppor- 
tunity of going through the data'. However, subsequently, before the 
report .3f the g r o q  was finalised in DecernSer, 1972, the Cost Ac- 
counts m c e r  is stated to have visited some of the units and after 
gnalysing the data collected worked out both the total cost and the 
marginal cost. The Committee find that while endorsing the recom- 
mendation of the working group that cash assistance should be con- 
tinued at the existing level the representative of the State Trading 
Corporation had also recorded a separate note stressing that the cost 
data given by the ~ndustry were not 'fully repre;entativel Whatever 
might have been the differences between the members of the work- 
ing p a u p ,  ~t 1s evident that the exercise carried out in 1972 was also 
perfunctory. since it was not based on representative and entirely 
rel~able data. 

IS. No. 16 (Para-1.120) to Appendix I to the 138th Report of PAC. 
(Fifth Lo'i Sabha)] 

Action Taken 

The abseneations of the Public Accounts Committee have been 
noted. 
CMinfsRry of Commerce~Department of Textiles 0.M No. 12011 64' 

76-Tex(V) d t .  1-11-197'61 

To sum up, the Committee find that during the wriod from 1968- 
89 to 1972-73.' a tntnl amount af Ru 473.75 lnkhs had btwn p.~ id  by 
?he State Trading Carpration as cash assi.;tnncc for exports of man- 
made fabrics, against which exports valued at Rs. 2643.57 lokhs had 



been canalised through the Corporation. I t  was estimated that an 
assistance of Rs. 708.24 lakhs would be payable in 1973-74 against 
the expe&ed exports valued at Rs. 3385.08 lakhs. Since a major por- 
tion of these exports were to Rupee Payment countries and the indus- 
try had a h  been extended various other concessions by way of 
replenishment licences, supply of imported yarn at subsidised 
rates, excise drawback, etc.. the net gain which accrued to 
the country as foreign exchange is anybody's guess. As has been 
pointed out earlier, only 2 per cent of the industry" production has 
been exported. The scheme has also resulted in a net loss of Rs. 434.68 
lakhs during the period 1967-68 to 1972-73, to the State Trading Cor- 
poration. Taking all the relevant factors into consideration, i t  is a 
moot point whether this export promotion effort has a t  all been 
worthwhile. Now that the scheme has been discontinued with effect 
from 1st April, 1974, the Committee trust that Government have 
become wiser art least after the event and would ensure that in 
future at any rates such assistance is not extended indiscriminately 
but on a more precisely thought-out foundation. 

[S. No. 20 (Para-1.124) of Appendix I to the 178th Report of Public 
Accounts Committee (FWh Lok Sabha)) 

The observations of the Public Accounts Committee have been 
noted for compliance. 
ministry of Cormnerce Department of Textiles O.M. No. 1201 1 i611 

76Tax(V) dt. 1-11-1976] 



RECOMMENDA'I%ONs(OBSERVATIONS WHICH THE COM- 
MI'ITEE DO NOT DESIRE TO PURSUE IN THE WGHT OF THE 

REPLIES RECEIVED FROM GOVERNMENT 

The value of the exports of man-made fabrics efiected through 
State Trading Corporation was Rs. 189.69 lakhs in 196889, Rs. 355.44 
lakhs in 1969-70, Rs. 497.29 lakhs in 1970-71, Rs. 625.39 lakhs in 1971 
72 and Rs. 976.00 lakhs in 1972-73 and the cash assistance paid during 
each of the years was respectively Rs. 50.73 lakhs, Rs. 90.82 lakhs, 
RE. 106.97 Iakhs, Rs. 106.00 lakhs and Rs. 119.23 lakhs. Strangely, 
however, it was estimated that the value of exports during 1 9 5 7 4  
(the last year in which the cash assistance scheme was in operation 
befare it was discontinued with effect from 1st April, 1W4) would be 
Rs. 3385.08 lakhs, involving an estimated payment of Rs. 708.24 lakhs 
as cash assistance, representing an increase of nearly 600 per cent 
over the previous year's payment. Since such a phenomenal increase 
is somewhat inexplicable and gives rise to suspicion that the 
scheme was perhaps exploited, to their own advantage, by unscrup 
ulous exporters, the Committee desired that the reasons for this un- 
precedented spurt in exports and the payment of a large sum as cash 
asgistance should be thoroughly probed with a view to fixing respon- 
sibility for lapses. if any. [he Committee would await a detailed 
report in this regard. 
IS. No. 17 (Para-1.121) of Appendix I to the 178th Report of P A C .  

(Fifth Lok Sabha)] 

*Action Taken 

There was increase in the quantum of exports and also in the 
unit value realisation during the p a r  1973-74 compared to the earlier 
years. The unit value realised went up from Rs. 2.96 per metre in 
1972-73 to Ra 3.24 per metre in 1973-74 because of the sudden inc- 
rease fn the warld priceap of man-made textiles due h-, oil crisis 
Further. the year 1973-74 wae a booming period for international 
trade in man-made textiles. The cumulative result was increase in 
"-- *." . --- --. a - "  - - - - -  . *  "--- - - - - - -- - -  -- 

"The committee wart inf~rtned by Audit in this connertian that the 
Tkkpartmant's reply eould not beverpfttd 



the export of artsilk textiles to a figure of Rs. 33.85 crores in the 
year 1973-74 from Rs. 9.7 crores in 1972-73. This figure of Rs. 33.85 
crores is insignificant compared to the exports of man-made textiles 
of even small countries like Taiwan and Korea which was a t  least 
20 times higher than that of Indian exports. In  artsilk textiles, the 
bulk of exports are of viscose items. The rate of cash assistance on 
the export of viscose fabrics was actually reduced with effect from 
1-8-1971 from rates varying between 30-33 per cent to 25 per cent. It 
is this reduced rate of 25 per cent which was continued for the year 
1973-74 as well. Considering the value of the exports and the rates 
of cash assistance for the year 1973-74, the quantum of cash assis- 
tance given is justified. There is no reason to suspect that any 
undue benefit has been reaped by the exporters. In the circumstan- 
ces l t  is submitted that the question of fixation of responsibility 
would not seem to arise. 

[XIinlstry of Commerce/Department of Textiles O.M. No. 12011 64/ 
76-TexW) dt. 1-11-1976] 

Recommeuda tion 

Another mportant issue ar is~nq out of this case is the absence 
of any mechanism to ensure that the benefit of cash assistance 
reaches the large number of sma!l unlts p:,roduc:r,g man-made fabrics 
and is not appropriated, as they are now, by the middlemen mer- 
chant-esporters The Cornrnlttce find th3t in 1969-70 rhtrc were 
eight exporters who claimed exports of ovm Rs. 10 lakhs each and 
they accounted for 53 per cent of the total export;. Of these eight, 
five were merchant-expnrtcrs who accounted for 28 per cent of the 
total exports As againd thls, out of the total number of 11,598 
manuiactunng unlts. about 9.406 units are small, having less than 
10 looms. I! would, theref-xc, appear that the major beneficiaries 
of the cash assstance scheme were the merchant-exporters The 
Committee have been informed that Government was not In a p h i -  
tion to determine the extent to which the cash asststance might have 
benefited the small manufacturers and that Government had no 
means of ensurtng it either. This. in the Committee's view, is an  
extraorrllnarv and undeslrnble situation. The Camrnittl~e would 
urge Government to b e s t w ~  serious thought an  this question and 
evolve a mechanism by which the large number of mal l  manufae- 
turers, who export their goods through mcrchant -ex~t tenr ,  era 
also benefited by the scheme of cash es~s tanc t?  extend& to various 
export comrnodi ties. b 

[S. No. 18 (Para-1.122) of Appendix I to the 178th Report af P.A.C. 
(Fifth Lok Sabha)] 



*Action Taken 

The merchant exporters eithers buy the cloth from the smaD 
manufacturers a t  the market prices or have arrangements with 
them for the manufacture of fabrics at  agreed conversion charges. 
The small manufacturers sell their fabrics or convert the yarn into 
fabrics at  certain agreed conversion charges at  the prevelent mar- 
ket rates. The merchant-exporters enter into export transactions 
taking into consideration, fectors like the indigenous purchase price 
FOB price and the incentive offered on exports like cash assistance 
etc. As cash assistance is paid to the exporters no portion of it can 
be transferred directly by State Trading Corporation or the Gov- 
ernment to the small manufacturers. However, in a booming mar- 
ket where the exporters can make good profits, the indigenous ma- 
nufacturers also will be benefitted by gettmg more orders and better 
prices. 

[Ministry of Cornmerce/Department of Textiles O.hl.No 12011' 
64 76-Tex(V) dt. 1-11-1976]. 

Recommendation 

From the faregomg paragraph, it is clear that the manner In 
which the entire questlon of granting cash assistance on exports of 
man-made fabrtcs had been handled from tlme to t ~ m e  was neither 
proper nor sattsfactory. and that the entlre scheme harl been hasttly 
cctncelved w~thout  an adequate assessment of the  vanous factors in- 
volved A number of other acts of ommion and commis;ion. which 
came aut durlng evrdsnce, have raised sermus mlsglvings ;n t he  
mmd of the Comm~ttce. Though many opportunt~es were available 
to Government to review and reconstder the scheme, httle was done 
to retrrevc the s~tuatlon The Cornmlttee. In particular, take a ser- 
ious wew of the extension of the scheme. In Mamh, 1972. to the es-  
parts durng 1972-73 w~thout  even obtamng the Mmstcrs' approval. 
Since a number of substantive issues have been rased in the preced- 
mg paragraph, the Committee desrre that the circumstances in which 
an  apparently 111-thought-aut wheme was pers~sted wtth for as long 
as seven years should be carefully examtned and respons~b~l~ty  for 
the vartous lapses fixed under advwe to the Cornrn~ttee 
[S. No. 19 (Para-1.123) of Appendix I to the 178th Report of P A C. 

(Fifth Lok Sabho)] 
. " A "  - " . .." " , ." -- -- .- . - - .-- -- -- 
*The Ccmmittee were informed by Audit in this connection that the 
reply furnished by th MfntsOry was not susceptible of v~rlflcatlon by 
t h m .  



The circumstances under which cadi assistance to exporters of 
man-made textiles was granted originally and extended from time 
to time including that in March, 1972 have already been explained. 
The cash assistance scheme was originally approved by a Committee 
of Secretaries. The Scheme was extended in March, 1972 as per 
decision taken by the then Commerce Secretary, who is no longer 
alive. Un&r the circumstances, it is not possible to flx the respon- 
sibility for the decisions taken regarding grant of cash assistance. The 
sbservations of the PAC have been noted for compliance in future. 
&Ministry of Commerce/Department of Textiles O.M.No, 12011/64/ 

76-Tex (V) dt 1-11-1976] 



RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHICH REQUIRE REITERATION 

Cash assistance is also usually restricted to 25 per cent of the 
'value added' which is the amount arrived at  by deductnig the value 
of the import content from the f.0.b. realisation. While this princi- 
ple ensures that the assistance has some direct relevance and relation 
to the net foreign exchange earned and is applied for all assistance 
given from the Marketing Development Fund, the Committee find that 
the cash assistance sanctioned in respect of man-made fabrics was not 
worked out with reference to the 'added value'. In justification there- 
reof, it has been stated that this particular assistance was not pro- 
vided out of the Marketing Development Fund. Since the same prin- 
ciple ought to apply, irrespe.tive of the source of finance. it is not 
clear to the Committee why this sound principle was given go by in 
the case of exports of man-made fabrics. 

[S. No. 4 (Para-1.108) of Appendix I to the 178th Report of PAC. 
(Fifth Lok Sabha)]. 

Action Taken 

Thc observations of the Committee are noted. 

[Ministry of Commerce/Department of Textiles O.M.No. 1201 l /M/ 
76-Tex(V) dt 1-11-1976] 

Apert from issuing certain broad guidelines to the State Trading 
Corporation fn regard to the administration of the scheme of cash 
assistance, Government had, admittedly left the modalities of imple- 
mentation and the detmnlnation of the actual quantum of cash assis- 
tam to the discretian of the fanner. The State Trading Corpomtim. 
an its part, had not even obtained Govenunent's specific approval for 
the grant d what, primcl facia, appears to be an ad hoc awtance, and 
had only kept the Government informed'. It is also not clew- from 
the widencc whether the decision to gwant cash mistance had the 
MtnWr'r *or Cabinet oppmval. Though Gavernment spokesmen in- 



itially deposed before the Committee that assessment at  a very senior 
level was made and 'approval a t  the highest level was obtained', the 
Committee were subsequently informed that it had not been possible 
to locate the relevant papers in order to say at what level the scheme 
was finally approved. The Finance representative has stated in this 
context as follows: - 

"The matter did go to the highest ievel once. After that there 
were some discussions. But before the final orders were 
issued whether they again got the final clearance is a mat- 
ter to be checked up." 

Since the position in this regard has not been satisfactorilv explained, 
the Committee desire a more specific clarification. 

[S. No. 7 (Para-I. 111) of Appendix I to the 178th Report of P.A.C. 
(Fifth Lok Sabha)] 

I.Action Taken 

Inspite of our strenous and repeated efforts, i t  has not been possi- 
ble to locate the papers. In the circumstances, it is regretfully sub- 
mitted that it has not bc-n possible to say with any degree of certain- 
ty the level at which the scheme was approved 

[Ministry of Commerce/Departmm t of Test iles 0.M.No. 1201 1 /64/ 
76-Tex (V) dt 1-1 1-1 9761 

Recommendation 

Even though grants from the Marketing Development Fund are 
required to be subjected to strjct scrutiny by the Wnistry of Finan- 
ce, the Committee are surprised that in this particular case the speci- 
fic approval of that Ministry to the scheme af cash assistance had 
not been obtained. I t  has, however, been stated that the whole 
scheme was submitted to the Committee of Secretaries of which the 
Secretary, Ministry of Finance, was a member and that as the sche- 
me had been approved by that Committee, it could be said that Fin- 
ance had agreed to the scheme. The Committee are mmewhat per- 
plexed by this explanation. Merely ~ C I C O U S ~  the Finance Secretary 
was represented on the Committee of Secretaries, this does not ob- 
viate the need for a detailed gcrutiny in the Finance Ministry and 
obtaining approval of that Ministry. If, as stated by the State Trad- 

*The -it+ were MormM1 by Audit in thir c~lnsctioa that the 
r*ply ~rnhhed by tb llUnfrtry Wunot rUlCQDCible at vcrincath by 



ing Corporation, the assistance provided in the case of textiles out of 
the Marketing Development Fund are subjected to 'strict scrutiny' 
by the Finance Ministry, the reasons for making a deviation in the 
case of man-made fabrics are somewhat intriguing. 

[S. No. 8 (Para 1.112) of Appendix I to the 178th Report of P.A.C. 
(Fifth Lok Sabha)]. 

Action Taken 

I t  is submitted that normally before a matter is considered by 
the Committee of Secretaries, a detailed paper on the subject to be 
discussed is circulated to all concerned. Depending on the needs of 
the occasion, the concerned Secretary consults wherever necessary 
officers under him before the meetlng and helps in the process of 
collective decision-making in the Committee. It may also happen 
that in some cases the concerned Secretary may not feel the neces- 
sity for sending the papers to the officers below for an examination. 
Non-the-less the decision of the Committee would be a collective de- 
ci*n taken with the approval of all the Ministries which were re- 
presented in the Secretaries/Committee. 
[Ministry of Commercc/Department of Textiles O.M. No. 12011/64/ 

76Tex(V) dt. 1-11-19761. 

Recommendation 

The Committee are surprised that though the State Trading Cor- 
poration seemed to have had a number of reservations in regard to 
the cash assistance scheme, certain data relating to cost and f.0.b. 
realisation were obtained from the Sllk & Rayon Textiles Export 
Promotion Council only four years later. in July 1971, and the rates 
of cash assistance then reduced (the revised rates ranging from 5 
per cent to 25 per cent of the f0.b. rcalisation). Here again, the data 
furnished by the Export Promotion Counc~l had not been certified on 
the basis of any strict cost scrutiny and were not quite comprehen- 
sive. The data, nevertheless, indicated that cash assistance could be 
reduced without any adverse impact on cxports. Though this action 
produced some results belatedly, the Committee are unable to a p  
preciate the passive acquiesence of the State Trading Corparation for 
four years in a scheme that, was prima facie, illconceived and un- 
justiw. 1 * 
[S. No. 10 (Pare 1.114) of ~ppendix  I to the 178th Report of P.A.C. 

(fifth Lok Sabha\l 



Action Taken 

The observations of the Public Accounts Committee have been 
noted and are being communicated to the State Trading Corporation, 

winistry of Comrnerce/Department of Textiles 0.M.No. 12011/64/ 
76-Tax(V) dt. 1-11-1976]. 

Recommendation 

There appears to have been considerable procrastination m a  in- 
action on the part of Government as well. Though the State Trad- 
ing Corporation had been representing periodically * against the 
scheme of cash assistance and Ggwernment had also been informed, 
in various meetings, from time to time, prior to August 1971, of the 
difficulties which the Export Promotiqn Council was experiencing in 
providing the necessary data. no remedial measures were taken by 
Government till May, 1972 when a working group, consisting of re- 
presentatives of the Textile Commissioner and the State Trading 
Corporation, a Cost Accounts Offfcer of the Finance Ministry and the 
Secretary of the Silk and Rayon Textiles Export Promotion Coun- 
cil, was appointed to examine the cost data for representative ex- 
port qualities submitted by the Council. The Committee regret 
that effective action had not been taken earlier against the industry 
which was resorting to evasive tactics, and for the discontinuance of 
the cash assistance which from all accounts, was unwarranted. 

[S. No. 13 (Para-1.1 17) of Appendix I to the  178th 
Report of P.A.C. (Fifth Lok Sebha]. 

Action T h n  

Th&ugh the S.T.C. in their communication dated 29-7-1971 dld 
raise certain general points against the continuance of the cash 
msi03nnce on e substantial scale, they had stated in the same cam- 
munication that a complete withdrawal would affect the exports. 
'I%& h d  conclusion w a  that there wag a cage for pegging the 
bade cash &tame for rayon g d s  at  25 per cent and the cwh 
subsidy for other goods to be determined as and when the cost data 
was llecetvd. In their letter dated 2nd August, 1971, the State 
Trodang CorpartSon informed the Government of the decisiclln of 
the &uvd af Directors of State Trading Co~poratron to limit the 
oaasb d & N ? t  till the end rd December, l ~ l .  The MinbEry in 
thck reply dotta 23rd Augurrt, 1971 stated that such auddrsn dlr- 
c o a ~ u a ~ s l t  of cash p1wWnce s k  31rt Deccrmkr, 1971 would 



cause a serious setback to the exports of rayon and synth;tic tex- 
tiles, and that the objective of the Government was not to provide 
excessive cash assistance to boost up exports but the incentives ro 
be fixed should not be at such low levels which would fail to 
stimulate exports. In November, 1971 the Statc Trading Corpo- 
ration was requested to consider the following measures to, boost 
the exports of art silk textiles, in view of the Estimates Commit- 
tee's observations regarding the fall in the exports of man-made 
textiles: - 

(a) the revised rates of cash asistance should he examined 
and finalised urgently in the light of the export per- 
formance so far. 

(b) in order to impart continuity and stability to exports, 
the cash assistance scheme should be made appiicable 
till 31-3-1973. 

The Sute Trading Coryoration was requested on 2nd February, 
1972 that cash assistance should be extend& for a reasonable 
period. say for a period of six months and 'in the meanwhile the 
revised rates of cash assistance worked out. On the 10th Febru- 
ary, 1972, the State Trading Corporation informed the Ministry 
that they were in the final stages of scrutmisi!~g the costing figures 
furnishcd hy the Silk and Ray011 Textiles Export Promotion 
Council and that they would reach their final conclusions shortly. 
As the State Trading Corporatmn could not arrlve at final conclu- 
sions till the end of February. 1972, it was decided at the Secretary's 
level to continue the cash assistance beyond 913-1971 It  was also 
decided to constitute a Working Group to scrutinise the cost data 
fox representative export items. 

From the facts stated above it would hc seen t!lat:-- 

( i )  State Trading Corporation did not compictely object to 
the continuance of the Cash Assistance Scheme; 

(ii) The Ministry far valid reasons wanted the cash bssist- 
ance scheme tC4 t)(l continued sub~ect  to the sates of cash 
assistance being suitably fixed on the basis of the rele- 
vant cost data 

In fact the ~ o r k h g  group submitted its final Andings recomend- 
In# continued cash a&atant.e: at the then existing rates. 

[Ministry of Commerre'Ucparttnent of Textiles, 
0.M No. 1201 1 W36-Tex (V) , dated 1-1 l-19761. 



The Committee learnt with consterna tion that' despite 
the fact that even the limited data furnished, by the 
ESrmt Promotion Council, in July, 1971, cleariy indicated that the 
cash assistance hitherto sanctioned was far from justified. Gov- 
ernment decided. in a meeting with the SiIk and Rayon Textiles 
Export Promotion Council on 6th March, 1972, that cash assistance 
at the existing rates should continue for m e  year and that the cost 
data furnished by the Council, in February, 1972, should be cxa- 
mined by a working p o u o  or an independent agency. What is 
even more disturbirig is the fact that this decision, which resulted 
i n  the payment of cash assistance of Rs. 119.23 lakhs during 1972-73. 
had been taken by the Secretary. Foreign Trade, at a meeting in 
Bombay and communicated immediately and peremptorily with- 
out even obtaining the Minister's approval. 

[S. No. 14 (Para-1 118) of Appcndis I to thc 178th 
Report of P A.C (Fifth Lok Sabha) 1. 

"Action Taken 
The c~rcurnstanccs under w h ~ h  the casth a:slstnnce on thc ex - 

ports of man-made tcxtiies was continued b c ~ o n d  31-3-1972 have 
becn explained In reply to para-'1.117. Proccdurally. for granting 
of cash assistance or cantinuation of cash ass4stancc or rnodlfica- 
tion of existing rates of cash assistance. approval of the  Mintstcr 
1s not required These matters are dealt with 31 the Secretctry's 
level after following the nmssa ry  proct.durcs in this regard 
Hence it is submitted that there is no procedural ~rrcpplarity in 
not obtaining the Minister's permission for cont~twation of the 
cash issistance. 

(Ministry of Commerce Department of Textiles, 
O.M. No. 12011 64 76Tcx (Vl, dfttcn 1-1 1-19761. 

The Committee find that cost data furnished by the E x p r t  
Pmmotmn Council in February. 1972 to be not represcntatrvc, being 
conffned, to only 14 out of the 29 parties tu whom the form prw- 
C A W  by the State Trading Corpcrratim had been sent by Ihc 
CounclL Bcsidts, the data had also not bern certified by C h ~ k r c d  
Acccnuntantee. The Cornmitt* hitvc been informed in this connection 

,..-I _ -  _ -  .+ . , * ^ "  " I".,.I- I 
* . - ,*-, 

V h e  Cmmittee were inlamed by Audit tn thisownncct1~ that 
the reply turnlsM by the Ministry was not r w p t i b l c  al v d b -  
costla by them 



that the 29 unlts had been selected on the baas oE the speclalisat~oa 
they had acqurred in the manufacture of c e ~  tam exported qualities 
and that 15 of them had stated that the proforma was so compli- 
cated that they would not be able to gwe t t ~ e  cost data in the form 
in w h c h  it was desired. However, w~thout  making any attempts to 
ascertam the costs at least on the bass of the sample survey, the 
d e c ~ s h n  to extend the cash as,lstance lor 1972-73 seems to have 
been taken on the somewhat tenuous ground that as the export 
trade had grown after much efiort on the p a t  of the Export Pro- 
motion Counc~l, any uncertainty about the cash assistance scheme 
might have an adverse effect on the export trade However, ~t was 
well known by then that the rates bf cash assistance already sanc- 
tioneri were unreallstlc dnd cxce>slve The Cornm~ttee are of the 
VJeW that Government should h a ~ c ,  at that stage, attempted to 
collect furtlicr data and ade~ludtc l~  1 el  1ewc.d the scheme instead 
of just Jndlsclimlndtely estcndmg i t  for another year That thls 
wab not done ~ndicates that the care and prudence expected of 
Government had been glven the go-by. 

[S. No. 15 (Para--1.119) of Appendis I to the 178th Report of P A C .  
(Flfth Lok Sabha)]. 

Action Taken 

T l ~ c  c:rcunnbtanci> under \r.liich c ~ s h  ,issl.stance on the esport of 
artsllk tcxt;lus w;i: cont ~ n u e d  be> onti 3 1-3-1 971 h,ive been esplain- 
cd In reply t o  P,lla-1 117 Thc \Volk~nc Group had alsi, subsequen- 
tclv cunfirnrcd ttr~tt the c ; r s t i  .,s~ist,inc, rate> r11lo;vt.d durlng 1975 
73 was reiisonable 

[Ministry of Ct,rn~uclce D u p r t n x n i  oi Tcstilcs 0 31 So 12011 J6U 
76-Tes(V) dt. 1-11-1976] 



CHAPTER V 
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APPENDIX 

I 1.7 Ministry of Commerce The Committee have often before emphasised the need for a pod- 
tive and helpful reaction on the part of the administration to their 
recommendations/observations and for ensuring that the Action 
Taken Notes sent in response to their reports are explicit and cate- 
gorical. Ministries/Departments still choose, however. to intimate 
that the Committee's observations have been 'Noted'. This happens 
even where specific facts or clarifications are called for. The Com- 
mittee. in paragraph 1.108 of their 178th Report (Fifth Lok Sabha), 
had specifically wanted to know the reasons for not working out the 
cash assistance sanctioned in respect of man-made fabrics with ref- 
erence to the 'value added'. In spite of it, the Department of Tex- 
tiles have maintained s non-committal silence on this question. The 
position in this regard requires forthwith to be clarified. The Com- 
mittee would also invite attention to the observations contained in 
paragraph 1.39 of their 220th Report (Fifth Lok Sabha) which are 
pertinent in this context. 



1 1 10 Alinittty of Cmmcrce It is somewhat mystifying that the Department of Textiles have 
not been in a position to vouch, with any degree of certainty, for the 
level at  which the cui hoc scheme for the grant of cash assistance for 
export of man-made fabrics was finally approved. The Committee, 
thus, have not been able to satisfy themselves whether Government's 
specific approval had been obtained for the grant of an assistance 
which, from what the Committee could ascertain, appears irrational 
and unwarranted. Though it has been stated by the Department 
that the relevant papers could not be Iocated in spite of 'strenuous 
and repeated efforts', the Committee consider it strange that impor- 
tant papers leading to the deckion to grant massive assistance to a % 
chosen few who had exported their products through the instrument- 
ality of the State Trading Corporation should have disappeared, as 
it were, without leaving a trace behind. Since Government depart- 
ments are certainly expected to take all necasary steps to ensure the 
safe and careful preservation of important papers/dmurnents rela- 
ting to policies of Government, and since the manner in which this 
particular scheme was conceived and implemented has also given 
rise to serious misgivings in the mind of the Committee, they must 
insist upon an investigation into the circumstances in which these 
papers had been misplaced/lost, with a view to fixing responsibility 
for l a w ,  if any are found. Effective remedial measures should also 
be taken by tbe Department to obviate the recurrence of such losses 
of important papers/files. 





4 1.16 Min. of Commerce This is one mare instance of inadequa!e response to a pointed 
observatitrn of the Committee. After a lapse of nearly six months. 
the Commit tee receive a mere ~ntimation that their observatioss, 
made after careful study of the facts placed before them, in regard 
h, the passlvc acquiescence, for four years, of the State Trading 
Cot-yrmt~on in 8 schemc that was, prima facte, ill-conceived and un- 
justified, were 'being communicated to the Corporation'. In view 
of the fact that the formulation and implementation of the scheme 
for granting cash assistance for exports of >man-made fabrics had 
g iwn  rJw to doubts and &cn suspicion of malafide intentions, which 
ncedcd to be rtlluyed, the Committee had wmted a more positive and 
purposeful rcactlon from the Ministry as well as the State Trading 
Corporation. The Committee are unhappy over the entire position 
and ask for s further report in this regard. If the Committee's res- 
pnslblli ty to Parliament and the country is to be adequately dis- 
charged. Gowrnmwt 's  response to their recommendations~observa- 
tions should he explicit and helpful. 

The Committee have gone mto the elaborate reply furnished by 
the Department of Textiles to their observations in regard to the in- 
ah i l~ ty  of C;overnrnent in effectively tackling an industry which clear- 
Iv was resorting to evasive tactics and in spite of i t  continued to 
benefit from an indiscriminate and unwarranted assistance. The 
Committee feel that whatever steps were taken by the Depatment 



had a strong and undeserved bias in favour of a recalcitrant industry 
and were unrealistic. Admittedly, the industry represented by the 
Silk & Rayon Textiles Export Promotion Council. had 'consistently' 
evaded, 'under one pretext or the other', the requests of the Stak 
Tr4i r .g  Corporation to furnish relevant cost data in support of ib 
clatms of losses incurred in the exports of man-made fabrics. The 
s a d  Corpo~a t~on  had also periodically expressed itself against the 
cash asststance scheme. The difficulties involved in the implemen- 
tation of the scheme, in the absence of all relevant data, had also 
been brought to Government's notice even prior to August 1971. It 
has, however, been contended by the Department of Textiles that 
the Statc Tlading Corporation while representing, in July 1971, 
against the continuance of the assistance on a substantial scale, had 
not completely objected to the continuance of the scheme as such. 8 While this may perhaps be true to an extent, the Corporation never- 
theless appears to have been clear in its mind. in July 1971 a t  least if 
not earlier, that the assistance was not justified on economic grounds. 
It  had also gone on record, in unequivocal terms, in March 
1972. In protest against the deeis'ion of the then Secretary, Foreign 
Trade, to extend peremptorily the assistance at the then existing 
rates upto March. 1973. and to observe that even the reduced assis- 
tance of 25 per cent (introduced with effect from August 1971) was 
'more than can be justified'. Besides it is evident that the Corpora- 
tion hari had considerable rcservatians even in regard to the initid 
quantum of assistance, sanctioned from March 1967 to July 1971, a t  
rates varying between 10 and 33 per cent of the f.0.b. reali=tions 
whl&, to them, was based more on negotiation than on 

-- p- -- - -  



proven financial data, and that the decision to continue the assis- 
tance a t  reduced rates with effect from 1 August 1971 had been taken 
more on considerations of expediency than on any canons of finan- 
c ~ a l  prudence. In these circumstances, the argument that the State 
Trading Corporation 'did not completely object' to the scheme's con- 
tinuance appears a formalistic stand wMch does not also have the 
saving grace of a codribution, in practical terms, to the long term 
growth of our trade. 

.\\in ist r.j of' C h ~ n ~ c r c c  The Committee are not unwilling to concede that there was just- 
ficotion perhaps for the Department's anxiety to impart a kind of 
continuity and stability to the exports of man-made fabrics. It is, 
however. seen that even according to the Department's own think- 
ing, the cash assistance scheme was to be continued only after the 
quantum of assistance had been suitably fixed on the basis of rele- 
vent cost data. I t  was well-known bv then that the rates already 
sanctioned were not only unrealistic but also excessive. A fresh 
hwk at the entire question had also been necessitated by the increas- 
ed import entitlements announced in Government's Registered Ex- 
porters Policy for 1971-72. Yet, strangelv enough, in disregard of all 
these facts, a decision was taken by the then Secretary, Foreign 
Trade, in a meeting with the Export Promotion Council a t  Bombay, 
for the continuance of the assistance a t  the existing rates for one 
more year upto March 1973. The reason for this extraordinary way 



of deciding matters has not been explained to Committee's satis- 
faction. The Committee disapprove of the manner in which this 
issue has been handled and reiterate their earlier finding that Gov- 
ernment had not exercised, in this case, the  care and prudence nor- 
mally expected of them. 

I i  has k e n  contended by the Depal tment that the Working Grbup. 
cqqw~nted to examine the cost data and representative export 
qualities to be made available by the Silk 8: Rayon Textiles Export 
Promotion Council, had also subsequently confirmed that the cash 
assistance allowed during 1972-73 was reasonable. However, as point- 
ed out in paragraph 1.120 of the 178th Report, the exercise carried 
out by the Working Group was only a haphazard attempt and also 
perfunctory, since it was not b a d  on representative and entirely A 
reliable data. This finding has not been disputed by the Depart- C 

ment. Tho Committee are. therefore, unable to accept the Depart- 
ment's contention in this regard and are of the view that the exten- 
sion of the cash assistance scheme during 1972-73 was unjustified 
and even indiscriminate 

As regards the peremptory extension of the scheme for the year , 
1972-873 by the Secretary, Foreign Trade, without even obtaining 
the Minister's approval, the Committee have been informed that. 
procedurally, the approval of the Minister is not required for grant- 
ing cash assistance or for its continuance or for any modification of 
the existing rates of assistance. However, in view of the fact that 
the State Trading Corporation appeared to have genuine misappre- 



henslow and reservations in regard to the scheme and alga s i n ~  
the decision appeared to have been taken on somewhat tenuous 
grounds, the Committee feel that all the facts of the case ought to 
have k e n  placed clearly before the Minister who could then have 
an opportunity to give his considered views on the entire question. 
Besides, since the assistance paid during each of the preceding two 
years had also exceeded a crore of rupees, the Committee are of 
the opinion that procedures and conventional practices apart, pru- 
dence as well as propriety demanded that such large expenditure 
was incurred only with the Minister's specific approval. Even pro- 
cdura!ly, the Committee had been earlier informed by the Finance 
Secretary himself during their examination of paragraph 14(ii) of 
the Report of the Comptroller & Auditor General of India for the 
year 1972-73, Union Government (Civil). Revenue Receipts, Volume 
I. Indirect Taxes that where the expenditure involved or the 
espend~ture proposal is over Rs. 1 crore, then it is normally sub- 
ntittcd to the Minister. In the circumstances. the Committee find 
it dtfficult to reconcile themselves to the Department's present 
reply. In any case. they would urge that the feasibility of prescri- 
bing suitable monetary limits for the grant of cash assistance a t  
the Secretary's level. without obtaining the Minister's specific app- 
mva!, should bc appropriately esamined. 




