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INTRODUCTION 

I, the Cha i rmn  of the Public Accounts Committee as authorised by 
the C9 n nittee, do present on their behalf this Forty Seventh Report 
on the action taken by Gavernment on the recommcndations of the 
Public Accounts Colnaittee contained in their Two Hundred and Ninth 
Report (Fifth Lok Sabha) on Export of Leather relating to Ministry of 
Commerce. 

2. On 10 August, 1977, an 'Action Taken Sub-Committee' (1977-78), 
consisting of the following members, was appointed to scrutinise the 
re?lies rzceived fron G,vcrnment in Dursuance of the recommendations 
made by the Connit tee in their earlier Reports : 

I .  Shri ( :. .\?. Stephen-(:kairn~an 

7 .  Shri \'asant Sathe. 

3 .  'The 4ction .rlk:? SJ' , -Cnmittee of the Public Accounts Com- 
mittee '1q77--8' c.;~?~idered dnd adopted this Report at their sitting held 
'$17 z3~1-r N>:.- n '>-I .  197- The Report was finally alopted by the Public 
*4:: 1 ~ q r . ;  (:(-I nmrttec r 077-781 on 19 December. 19-17, 

4 F ,r i i : i l i t v  of  rzference the conclusions'recommendations of the 
(:,nnrttcc h?ve h::ri printed in thick type in the bodv of the Report. 
For the sake of  r , . z \ ~ ~ i e n c e ,  the cmclusions~recommendations of the 
C In nitree h ~ \ - :  ~ 1 q - 1  hten appended to the Report in a consolidated form. 
(.ipp:niiiu'l. 

s .  T h e  C:l:n nittee place on record their appreciation of the assistance 
r31jere.I to t h c n  i l l  this mltter by the Comptroller and Auditor General 
of  India. 

Cluim~arr. 
Public Accounts Carmitt ee. 



CHAPTER .I 
REPORT 

1.1. This Report of the Committee deals with the action taken 
by Government on the recommendations of the Committee contained in 
their 209th Report (Fifth Lok Sabha) on Export of Leather, which was 
presented to Lok Sabha on 14 April, 1976. 

. , I .  2. Action Taken Notes on all the 29 recommendations contained 
in the 209th Report hove been received from Government and these have 
been broadly categorised as follows : 

(i) Reco~nmcnJations/observations which have been accepted by 
Government : 

. .. S1. Nos. I ,  8, 17 ,  18, ry and 20. 

( i j i )  Rrcot~t~l~crldation~obseur'arions replies to which have not been 
r l ,  i rprtd 1 7 1 1  1 1 1 ~  Cotiznr~ttee and which rcquire reiteration : 
SI. 9 0 s .  23 and 27. 

SI. Nos. 21> 22 and 2s. 

I .  3.  The Committee expect that f i n d  replies to thore re- 
commendations observations in respect of whicb only interim 
replies have so far been furnished will be made avdlab~e to 
them expeditiously after getting them vetted by Audit. 

'rile (:, n nittc: w i l l  now deal with the action taken on some of their 
recommendations. 

CvLlth P ~ ~ o ~ ~ t . ~ o r r r a c  for czchievbrg Flt'rl~ Plan targets cf Leather Exports- 
IJuragraplt 2.30 (SI. S o .  2). 

r .4  C m a e n t i n g  on the shortfall in the achievement of leather 
export targets set do\w for the Fifth Five Year Plan, the Committee 
had in paragraph 2.30 of the Report, itrter alia, observed : 

"The estimate of leather exports envisaged for the first year of the 
Fifth Plan i.e. 1974-75 was Rs. 205 crores (vide Table in 
paragraph I .  9 of the Introductory Chapter of this Report), 



an4 viewed against that target, there was a shortfall of 21 per 
cent in the achievement of leather export in the very first year 
of the Fifth Five Year Plan. T h e  estimate of leather exports 
for the second year of the Fifth Plan (1975-76) is Rs. 250 crores. 
If leather exports during the first five months of 1975-76 (Rs. 78.8 
c r x m )  are arly iniication, export performance during the 
s z c ~ 1 1  year o f the  Fifth Plan may also fall considerably short of 
eupcctations. . . . Looking at the poor export performance 
in 1973-74, and 1974-75, Government should also consider 
whether it is not time to draw up  a Crash Programme to ensure 
that whatever targets of leather exports have been set are 
achieved in full in the rernsining tenure of the Fifth Five Year 
Plan." 

I 5 .  In their Action Taken Note* dated 15 December 1976, the  
fiil~istrv of In illst rial D:veIopment have, ituer ulia, stated : 

"Tht C3naitte:'s resommencfation regarding the drawing up of 
a crash progdmme is being brought to the notice of Bharat  
Leather Carporation Ltd." 

1.6. The Committee regret that instead of drawing up of a crash 
programme for achieving the export targets of leather set down 
for the Fifth Plan period, as suggested by the Committee, thc 
Ministry have merely stated that the "Committee's recommendation 
war being brought to the notice of Bharat Leather Corporation 
Ltd." Since the Bharat Leather Corporation has only recently been 
set up, it will take some time before the Corporation is able to 
address itself to the problems of the leather industry. In the cir- 
cumstances, it would have been more appropriate for the Ministry 
to have initiated urgently some conclusive measures to ensure 
that the industry gers necessary assistance and encouragement for 
achieving the export targets laid down. Keeping in view the limi- 
ted time available for the realisation of the export targets, only a 
c rs rh  programme aimed at rendering immediate assistance to the 
industry would be of help. The Committee would therefore like 
to urge that Government should consider what urgent measures 
need be taken to render help to the leather industry for enabling 
i t  to fulfil its export oblipations. 

1.7 The Comrri~ttee had found in their examination that the actuid 
utilisation of the installed capacitv for Elnished leather from hides and skins 
was only g r  and 42 per cent respectively. Similarly, the installed capacip 
of leather footwear was being utilised to the extetrt of 66 per cent. Expressing 
their grave concern at the low utilisation of the installed capacity, the 
Committee had, in paragraph 2.32 recommnded : 

- . 

*Not vetted in Audit, 



"The Committee urge that concerted measures for ensuring optimum 
utilisation of capacity should be adopted, for that alone can fulfil 
the twin objective of meeting domestic needs and increasing 
export earnings." 

1.8. In their Action Taken Note dated 31 August 1976, the Alinistry 
of Commerce have stated : 

"'She Ministry of Industrial Development and DGTD have been 
requested to investigate the reasons for the under-utilisation of 
capacit~, for finished leather." 

1.9. T h e  Ministry of Industrial Development have stated* 

"Ch\wnn~ent  have taken note of the recommendation. The under- 
utilisation of capacity for productivn of finished leather and lea- 
ther timtwear is maidy due to the reason that two major units 
coulJ not utilisc the installed capaciq fully because of financial 
and other problems. I t  is understood that rhese units would 
shsnv improvement in 1976-77." 

1.10. The Committee are unhappy that on an important recom- 
mendation of the Committee which suggested taking up of concerted 
measures for ensuring optimum utilisation of the installed capacity 
for finished leather and leather foot-wcar, no concrete action seems 
to have been initiated by the Ministry. Though the fact of gross 
under utilisation of the capacity for production of finished leather 
and leather f)otwear has been recognised, the Ministry of Industrial 
Development have not even considered it necessary to order 
an investigation into the causes of the under-utilisation although 
such a request appears to have been made by the Ministry of Comm- 
erce in pursuance of Committee's recommendation. All that the Mi- 
nistry of Industrial Development have done is to give expression to 
an optimistic feeling that the "units would show improvement in 
1976.77". The Committee would like a more positive response to 
their recommendations observations which are made after a great 
deal of careful investigation of the problem. The Committee urge 
that the Ministry of Industrial Development should examine as to 
what concrete steps are required to be  taken to ensure an optimum 
utilisation of the installed capacitv for finished leather and leather 
footwear and furnish a report to the C~mni i t tee  in due coursc. 

Mawf.icr!cre of I :s~r ' i :~r  g . ~ . ) i s  ,?ulli.:.'l f o rL . ' !  h;gfter I I U ~ I  " c " i / i l ~ - [ ' ~ ; t . ~ { ~ ~ ~ , i p I i  

2 . 3 4  (SI.  S o .  6). 

1 . 1 1 .  The Conlnlittce hd.1 noticed t t u t  the U W I  \..due rcdisdtion hy 
Indian exports of chrome tanned leather ranged between Ks. r 5 - 14 tt) 3; cm 
per kilogram during 1969-70 to 1974-75 but in thc cdse of finishe~i Icatller 
the realisation was higher and ranged herwcen Ks. 10.73 t~ Rs. j7 45 per 
kilopram.Though the semi-finished leather pivc less unit value, thc e x p r t  of 
semi-finished Iciither in 1973-74 and 1974-75 \vas 9 and 3 times respectively 
more than th,lt of' finished leather in terms 01' \due .  The Committee while 

. .  

*Not vctrcd in Audit. 



cmphasising the need h r  greater production of leather goods which fet. 
ched higher unit value, had in paragraph 2 -34, inter alia, recommended : 

"It is true-that Indian semi-finished leathers are in grcat demand in 
World leather markets in view of their toughness, tensile strength 
and preservation properties, but since higher unit value is im- 
portant, Government should impress upon the leather industry 
to take up more vigorously the manufacture of such leather 
goods as fetch higher unit value e.g., shoes, garments, sport 
goods, bags upholstry, purses, etc, and earn valuable fore~gn 
eschange, for the country." 

1.12. In  their Action Taken Note* dated r5 December ry76, the 
Ministry of Industrial Development hove stated: 

"In order to realise higher unit value. the policy has always been 
to encourage setting up of units for the production of shoes, 
garments, sports goods and other leather goods. Recently, one 
unit, M s. United Shoes Corporation, Madras has been licensed 
for the production of 12 lakh pairs of leather fhotnteur and 8 
lakh pairs of shoe uppers per annum. L,etters of' intent have 
also been issued to a number of' entrepreneurs ii\r n total capacity 
of 6 . 6  million pairs of leather footwear per annum. I t  is felt 
that because of the high export obligation required tiw setting 
up of units in the large scale sector. adequate growth is not 
taking place in this industry. The  manufacturers in the small 
scale sector also are not mechanisinp their units and new entre- 
preneurs in that sector are also not very n~uch eager to set up new 
capacity in this field. because c ~ f  roo;, excise duty levied on the 
manufacture of leather footwear produced in units cmploying 
more than 49 workers and 2 H.P. I n  addition t o  the above, 
letters of intent have been issued for manufacrurc 01 shoc uppers 
to a couple of units and three applications for production of 
shoe uppers for exports are under consideration of the Govern- 
ment. Approval has already hecn given for production of 6.2 
lakh nos. of leather garments. A large number of' small scale 
units are also being set up for the production of' n'liscellaneous 
leather goods like purscs, hand-bags etc. Government is also 
taking steps to impress upon the leather industr!. the need to 
go in for diversification of' their pr~duction Sol* earning a higher 
unit value for exports." 

1-13 .  The Committee find that although thc Ministry of Indus- 
trial Development are conscious of the need for setting up of units 
for the production of shoes, garments, sports goods and other 
leather goods which fetch a higher unit value, they are not able to 
motivate the manufacturers either in the large scale sector or in the 
amall scale sector to set up new capacity due to some constrdnt~. 
Whereas in the large scale sector the manufacturers are not eager 
to set up new units because of the high export obligations involved, 
the entrepreneurs la the small scale scctor feel inhibited bccauw of 
10% excise duty levied on the manufacture of leather foot-wear 
produced in units employing more than 49 workers and 2 ti. P. 
- - _ ._ . _ -  

*Not vetted in Audit 



The Committee feel that since the hurdles in the way of setting up 
of new unit8 for manufacture of leather goods have been clearly 
identified, there should be no difficulty in taking necessary remedial 
measures to get over these probkms. Government will do well 
to address itself to resolution of the problems which are now clearly 
identifiable. The Committee would like to be apprised of the con- 
crete action taken in this behalf. 

u 
Review of t l z p  ( ~ v i s t i ~ q  ~ t r u ~ ~ w r  (Jexcise ~ n d  other duties leviable on leather 

goods-$Paragraph 2 .58-S l ,  No. r I). 

1.14. Delling with the neeJs of the leather footwear industry, the 
bulk of which w ~ s  in the srnnll scale and cottage sectors, the Committee 
h1.i in p l r ~ q r a p h  2.58, irzter alia, observed: 

"'rhc Conl-nittee also recommend that Government should exa- 
min:: th.: euisting structure of excise and other duties to see 
\v'l:th:s i t  cllls for  l r lv  rationilisation so that such duties do  not 
CICL ~s 1 :terrent or itis incentive for srnall scale and cottage sectors 
of th: leather industry." 

".rhc oi,~c~v,ltions of the Cnmmittcc rcgarcling excise duties huvc 
bccn notc.1 ,~n.l the mltter has been t ~ k e n  up  with Department of 
12cvenue and Banking." 

1.16. The Committee note that in pursuance of their recom- 
mendation the question of rationalisation of the excise and other 
dutiesleviableon the leather goods has been taken up by the 
Ministry of Commerce with the Department of Revenue and Bank- 
inp. As has been conceded by the .Ministry of Industrial Develop- 
ment the levv of to",  excise duty on the manufacture of leather 
fo3twear docs act as a deterrent for the small scale and cottage 
S:ctors. It  is therefore imperative that the existing structure of 
excise and other duties mav be re-examined with a view to ration- 
alising it in the interest of the small scale leather industry. The 
Committee would l ike the Ministry of Commerce to vigorously 
pursue this mxtter with the Department of Revenue and Banking 
for szcurinq whatever relief is possible for the small scale manu- 
facturers of leather goods. The outcome of these deliberations 
may be intimated to the Committee a t  an  early date. 



improvements in quality t o  match international ~tandards so as 
to meet the demmd far  quality goods in these countries and 
nnturally realise a higher unit value. In  so far ns exports t o  other 
countries are concerned, export of shoe uppers certainly offers 
a p~tential  market which should not be lost sight of. The  Commit- 
te: r e c a n n s l  l corcerted efforts to improve the quality of  our 
snle leather which at present is m4sture-absorbant and is, there- 
fore, not quite adapted to the requirements of countries in the 
cold weather zone." 

I .  IS .  In their Attion Taken Note dated 31 August 1976, the Ministry 
of Cornlnarce have stated: 

"Business with rupee-payment countries is negotiated and concluded 
after a fresh range of samples with new patterns 'designs has been 
dzspstched to the buying countries and accepted by them. 
The  quality, natternldesign of the samples conforming to inter- 
national stanlards fetch higher unit values. Our premier defici- 
ency lies in the poor quality of our leather shoes. 

While arrangements are being made by putting up '3 leather sole unit 
plmt to mawfacture quality finished soles. the question of 
mnisture absorption has been studied for n number of years. 
The  problem lies in the nature of the raw material (Sole leather 
in India is made out of h~ffl lo-hide whereas ox-hide is used for 
sole leather in advanced countries.\ If India has to export foot- 
wear to developed countries, raw ox-hide may have !o be imported 
preferably from Australia, Newzealand to be tanned in India. 
.4ljitiorlally sizeable funds will hatee to be put aside for aetting 
up development project for i rn~roving the qualitv of sole leather 
which is buffalo based. SJ far the results have been diwppointing. 
Perhaps the CLSI in c>.ri'~nction with the British Leather 
. \ I~iufacturers  Aswciation could arganise such a proicct." 

1.19. I t  ha9 been stated that if footwear has to be exported to 
developedcountries, raw ox-hide may have to be imported and 
additionally sizeable funds will have to be put aside for setting up 
devetopment proiect for improving the quality of sole leather 
which is presently buffalo-based. The Committee are inclined to 
f e d  thqt since the problems have now been clearly identified, the 
question of findinp additional funds for the setting up of develop- 
ment project for improving the quality of sole leather should not 
be allowed to stall the progress in this field. The Committee need 
hardly emphasize that for making our  exports of leather footwear 
competitive, the question of quality of sole leather cannot be lost 
3i45t of. It i s  in this context that  more determined and seriour 
cf , r t r  s h m ~ l d  be made for achieving a real breakthrough. 

Revi~:o  of r l t ~  G r h  suhsi~E\~' and nrher incentiz~cc for cxporr of Icarher 
p . 7 . i . q .  (Puraqraphs 4.60 -S. .\'?. 23'1. 

r.22. In rejard to the continq~nce of cash subsidy and other incentives 
for th3 pronxion  of leather exports, the Committee had in paragraph 
4-63 made the following recommendation : 



"The Corn nittee note that the grant of cash as subsidy was favoured 
both by the Gokhale Institute of Politics and Economics, Poona 
(1969) and the Seetharamiah Committee (1972). The Gokhale 
Institute of Politics and Economics, Poona suggested (1969) a 
cash subsidy at the rate of 10 per cent on the exports of finished 
lenther and 20 to 25 per cent on the exports of footwear and 
finished leather goods. The Seetharamiah Committee 
(December 1972) recommended a cash subsidy of 1 5  per 
cent against the export of finished leather and leather manu- 
Factures but only when the exporter could produce docu- 
mentary evidence of the steps taken by him for putting the 
infrastructure i.e., land, building and machinery necessary 
for modernisation, balancing and expansion. The 
Conmittee are inclined to the view that even the present subsidy 
should be conditional, as in the Seetharamiah Committee's 
rccon ncnciation, on such infrastructure improvements as are 
essential to better export performance. While during evidence 
the Com nerce Ministry gave its view that 'at present the f.0.b. 
realisation for our finished leather goods is not such as to call 
for imn3diate cash subsidy' the Committee were informed 
after evidence that the Ministry was considering the question 
of giving 'development subsidy'. Government have since decided 
to grant ' C M ~  Compensatory Support' to exporters of leather 
and leather goods from October 1975 to 3 I March 1976. Govern- 
m:ntal assistance to the industry has always to be justified on 
the basis of its performance and only when the industry shares 
the benefit with the worker-producer and by higher export 
earnings helps the country's foreign exchange position. The 
C o n  nittee urge that Government should make a comprehensive 
examination of the position particularly from the viewpoint 
enunciated herein." 

I .  21. In their Action Taken Note dated 3 I Aup~s t  1976, the hiinistry 
of Comincrce have stared : 

"The Cash Compensatory Support has been introduced w.e.f. Octo- 
ber 1975. I t  is too early to make a review of the scheme except 
in terms of export figures. The export performance of finished 
leather and leather goods since the introduction of the subsidy 
has bcen fairly impressive. However, while making such an ass- 
essmcnt international mvket conditions have to be taken into 
consideration. 

.49 respects sharing of the benefit between the producers and the 
workers, the Ministry of Industrial Development of the Govern- 
m:nt of India and the State G~vemment  have bcen informed of 
the observations of  the Cocn.nittee for suitable action." 

1.22. The Commtttee are unhappy over the lukewarm response 
of the Ministry of Commerce to their suggestions to make a com- 
prehensive review of the position relating to grant of cash subsidy 
and other incendvcr being given to the leather industry with a view 
to ucertdning whether these incendvca were justifiable on the bade 
of the performance of the industry and whether they had achieved 



the purpose for which they were intended. They;consider that such 
a review is important to decide whether the cash subsidy merits 
continuance and if so, what should be its quantum. They accor- 
dingly reiterate their earlier suggestion. 

"'Tlic Colimittec note that whilc the proposed Uharat 1,cather Cor- 
poration Ltd. \wuld look after production of' lwther,  he esporLs 
of 1e;ither \vould he handlecl by  the State ' l ' r d i~ ig  (hpora t i  on 
and the Leather lbq-mrt Dcvelopmcnt Councils. 'I'he St'ltr 
'I'rading Corporation which is responsible t'or esports is undcr 
the Aiinistry of' Commcrcc whcreas the proposed Leather Cor- 
poration which would look atter over-all development and 
promotion of leather industry ~vould i'unctim under the admi- 
nistrative control of a separate .Ministry viz., the hlinistry of 
Industry and Civil Supplies. 'I'hc C:omn~ittee suggest that 
Government should seriously consider whether it u~ould 
not be preferable tu havc a single agency res- 
ponsible both Sir dr\dopmcnt and cspurt of' leather. If' there 
are two separate Corpor,~tions, clich under a separate Alinistry, 
problems ot' coordination lwt\vccn thc t\vo arc bound to crop 
up and may necessitate evolving of an etf'ecti\.e mnchintsy for 
coordination. l'he (:ommittcc would like Government to take 
an overall view of the matter and inform then1 of the decision 
arrived at." 

1.24. In their Action Taken Sote &ted 31 August 1976, rhc Alinistry 
of Commerce have stated : 

"The matter has alread!. hcen considered in dcpth hy Government 
before arriving at a decision. S o  change in the decision appears 
necessary at present. 'l'he problem of' coordination between the 
STC and the Rharat Ixather Corporation would ho\vever. he 
looked into so that exports are not allowed to suffer." 

1.25. In this connection, the Xlinistry of Jndustrial Dcwlopment have, 
however, stated* : 

"The recommendations of the Committee \vould he carefully examined 
by the Ministry of Indus t~y in consultation with the hlinistry 
of C~mmerce.~ '  

1.26. The  Committee's attention has also hem drawn to the following 
news-item which appeared in the Financial Express of 22 January 1977 
under the cagtion 'Tussle for Management' :- 

"The Bharat Leather Corporation under the tinion Industry Ministry ' 
and the State Trading Corporation under the Commerce Minis- 

-. ---- 
*Not vetted in Audit. 



try are both staking their claims for managing the chain of leather 
complexes to be aided by the World Bank. 

The  two ministries, it seems, are backing their respective corporations. 

However, STC has an edge because it has not only sponsored the 
proposal but is also the canalising agency tor leather exports. 

The  Bharat Leather Corporation Limited does not like what it calls 
STC's increasing inroads into the day-to-day functioning of the 
leather industry. It  has also resented S'I'C's setting up a modern 
testing and quality centre for leather goods. 

In fact, BLCL would like to take away all activities of STC with 
regard to the leather trade. It  seeks to become the sole canali- 
sation agency fbr leather trade. It  has proposed to appoint its 
own officer at the EEC headquarters in Brussels. 

I t  further alleges that when leather was conaliscd through STC about 
three years ago the trade objected. 

I t  further argues that STC's being n competitor can never become a 
protector," 

A World Bank team which had come to India to make a first hand 
study of the proposed projects, had seen good export scope for 
the projects. 

The  six centres identified for the projects were Agra, Bombay, 
Calcutta, Jullundur, Meerut, Kanpur and Madras. 

Each complex approximately involves an outlay of Rs. 1 1  crores 
including a foreign exchange component of over Rs. 5 crores. 
In  addition, over Ks. 3 crores. including Ks. I . 4  crores in foreign 
exchange would be needed for working capital. 

The main idea behind the integrated leather complexes is to augment 
country's leather exports. 

I t  was estimated that earning could be trebled by converting 60 
per cent of the exports of semi-finished leather to finished leather 
components and ready-to-wear articles. 

This is in line with the Government policy to increase value added 
exports and to discourage the export of raw or semi-finished 
leather. 

STC's leather exports in the last few years have risen substantially. 
In 1974-75, it exported leather and leather goods worth Rs. 
135 .6 crores and last year exports were Rs. 165.2 crores. The  
target for this year is Rs.  go crores though STC expects to 
exceed it. 

STC argues that since it has to cxport the finished products it has 
to be associated with production from the very beginning. 



And, since it is to be the sole buyer of the products n~iinul:xturecl 
hy these units and provide a certain anlounr of funds, it would 
l~ke  to control production." 

mrS( 
1.27.  The Committee regret that although the Ministry of In- 

dustrial Development have deemed it necessary to examine the 
Committee's recommendation on the need for a single unified 
agency for the development and export of leather, the Ministry 
of Commerce have not given the recommendation the consi- 
deration that it deserved and have given a laconic reply that "the 
matter has already been considered in depth by Government." 
However, the Ministry of Commerce appears to have realised the 
need for coordination between the State Trading Corporation and 
the Bharat Leather Corporation. The Committee cannot help 
reiterating that the functioning of two separate corporations, each 
under the administrative control of a different Ministry, having 
dual control over the development of the same industry, w:., leather 
is not a healthy phenomenon and the doubts expressed by them 
earlier in this connection have come true. In fact, as has been agi- 
tated in the Press, the coordination of the functions of the two 
organisations is a real problem which has to be tackled effectively. 
These two agencies can by no means be permitted to forge ahead 
in two different directions in the overall interest of the industry. 
It is precisely for these reasons that the Committee had suggested 
that the Government should carefully consider whether or not a 
single unified agency charged with the development and export 
of leather would be more appropriately suited for the job. The 
Committee would like the Government to re-consider whether 
the continuance of two different bodies under different Ministries 
is desirable and if so, how functional coordination between the 
two bodies could be effected in  the interest of the leather industry. 

I .28. On the question of evolving a detailed policy framework for the 
development of' Animal Husbandry, the Lornmittee had in paragraph 5 . 4 ~  
made the following obsenations : 

he Committee feel that the ledther industry has to he \ , l e w d  
in the overall context ot Animal Husbaadry. 'The responsibility 
of Animal Husbandry at present rests wlth the Ministry of' 
Agriculture. With a view to evolving a detailed policy framework 
for the development of Anrmal Husbmdry so indispensable to 
the advance ot what may bc called our agro-economy, there has 
to be the closest coordination at least between the Ministry ot 
Agriculture, Ministry of Industry and Civil Supplies and the 
Ministry of Commerce. With the break-through which appears 
to have recently been achieved in agriculture and in milk pro- 
duction, it is indeed an opportune time to have a closer look at 
AnLnal Husbandry as a whole. I t  would be worthwhile to study 
critically how Animal Husbandry has been developed in the 
best national interest in East European countries, the United 
States and in South American countries so as to evolve a policy 
best suited w Indian conditions and attuned to the larger national 



interest. The Committee would like to be informed'of the con- 
crete measures that Government propose to take for evolving 
and implementing a national policy for animal husbandry to 
which they attach a great deal of importance." 

1.29. In their Action Taken Note dated 31 August 1976, the Ministry 
of Commerce have stated : 

"These comments of the Committee are extremely valuable for 
future planning and have been noted. There are at present 
no forward and backward linkages between animal husbandry 
and the leather industry. The Commerce Ministry propose 
to make a beginning by sanctioning studies which would collect 
the data required in this area. It is also proposed to ask a d o  
tailed study of the raw-skin market to be carried out by the 
CLRI. This would provide authentic data regarding prices 
received by animal owners for the skin, identification of animal 
production areas which chiefly provide for the leather industry, 
and information about the structure of the raw-skin market. 
We also propose to take steps to collect reliable information 
about slaughtering of animals so that the availability ratio 
can be worked out scientifically. Modernisatin of slaughter 
houses is extremely important for the leather industry. The 
subject is under the consideration of Planning Commission 
in the context of export production of meat. The  Ccrnrnerce 
Ministry would also take up with the Ministry of Agriculture 
so that studies and planning could be initiated as indicated by 
the Committee. The Ministry of Agriculture who was contacted 
in the matter has informed that the National Commission on 
Agriculture has recently examined in detail the problems and 
perspective of development of Animal Husbandry as a whole 
in the country and made a number of far reaching recommenda- 
tions for development of Animal Husbandry and Dairying. 
These various recommendations are being examined. The 
National Policy for Animal Husbandry and Dairying will broadly 
be on the lines recommended by the National Commission of 
Agriculture." 

1.30. The Committee have been informed that the National 
Commission on Agriculture have examined the problems and 
perspective of development of Animal Husbandry as a whole 
in the country and that the recommendations made by the Com- 
mission were under examination for evolving a national policy 
for  animal husbandry and dairying. The Committee would like 
the Government to take an early decision in the matter and 
formulate a national policy for animal husbandry without further 
loss of time. 

General obse rvatiotts 
I The Committee find that a number of important sugges- 

tionslrecomrnendatlons made by them in the 209th Report have 
been merely noted for compliance and are being brought to the 
netice of the Bharat Leather Corporation for further action. The 
Committee wish that the Bharat Leather Corporation should Con- 



rider all their inaportaot ruggestionr/recommendations and par- 
ticalarly those mentierrcd below for compliance: 

Para a o j x  . . . C~llectim of proper market intelligence. 

R#?r 8.n . . . B~tmblimment of more integrstsd leather 
complerea 

P-w;g . . Teohn~logical guidance for r m d  units. 
P m  5.3s . , . Overall development of kather industry. 
Para 50% . . . Research and Development Schemea for 

leather indrutry. 



CHAPTER I1 

RECOMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendation 

T h e  Committee are perturbed to find that India's leather exports 
semi-finished, finished manufacture, etc.) after showing a rising trend 

(from 61.12 crores in 1967-68 to Rs. 80.16 crores in 1968-69 and Rs. 89.44 
c r x s  i~ rg5g-70 (except in the year 1970-71 when there was a marginal 
fall in expsrts and finally reaching a record level of Rs. 187.15 crores in 
1972-73, sharply declined to Rs. 162.26 crores in 1974-75, T h e  estimate 
of leather exports envisaged for the first year of the Fifth Plan i.e., 1974-75 
was W. 205 crores vide Table in Paragraph 1.9 of the Introductory Chapter 
of this Repxt ) ,  and viewed against that target, there was a short fall of 31 
per cent in the achievement of leather export in the very first year of the 
Fifth Five Year Plan. The  estimate of leather exports for thet second 
yzar of the Fifth Plan (1975-76) is Rs. 250 crores. If leather exports during 
th:: first five mmths  of 1975-76 (Rs. 93.8 crores) are any indication, export 
pxformmce during the second year of the Fifth Plan may also fall consi- 
d:rably short of expectations. During evidence the Committee were 
infarmzd thnt leather exports in 1973 had reached a peak level because of 
an in:e:nAonal leather boom and the fact that competing countries like 
Plkista? and Argentina had restricted their exports of semi-finised 
le~ther .  In th.: sub;;equem years of 1973-74 and 1974-75, adverse inter- 
nlti311I c.,?ditio?s of recession are stated to have set  in and caused overall 
dr32 i 7  I ~ l i a ' s  lefther exports. The  Committee feel that, as pointed out 
later in Chapters 111 and V of this Report, poor export performance in 
1974-75 was partly due to Government's attempts to quickin the pace of 
the switch over from exports of semi-finished leather to finished 
leathor ~ n i  also to insrdinate delay iil creation of the adequate infrastruc- 
ture needed to sustain a growing trend in leather exports. 

In th<>mnittee's view, stable perspective planning is a prerequisite 
for ensuring effeztive and abiding participation in leather exports. T h e  
Cxnni t tee  rzcomnend t h ~ t  if the Fifth Five Year Plan targets of leather 
expsrts which appear to be modest enough, are to be achieved, Government 
shwld  n x  rznsin content with a few promotional steps hut should 
seriously consider evolving a more dynamic and comprehensive export 
strdtegv for the le3ther industry and provide a well thought out package 
of f~cilities to turn this industry into an export oriented one. The  
lelth-r industry, 07 its p m ,  will h w e  to extricate itselffrom traditional 
m?wh;s ,  s b 3 i  its hid:b,>~qd outlook, modernise itself and look upon 
eunx t s  n x  as a mxhnnism of e s c ~ p e  from recession at  home but '1s a basic 
uontl i tmmt to the n~tional  task of achieving our rightful share in the 
international trade in leather. Looking at the poor export performance 
in  1973-74, and 1974-73, Government should also consider whether it 
is not time to draw up a Crash Programme to ensure that whatever tar- 



gets of leather exports have been set up are achieved in full in the re- 
maining tenure of the Fifth Five Year Plan. 

[Paragraph 2.30-S.No. 2 of Appendix V of 209th Report of PAC 
(Fifth Lok Sabha)]. 

Action taken 
The recommendations have been noted for appropriate action. I t  

may, however, be pointed out that the poor export performance in 1974-75 
cannot even partly be attributed to Government's attempt to quicken the 
pace of switch-over from the export of semi-finished leather to finished 
leather. The exports during 1974-75 of semi-finished leathers was below 
the quota limits. The shortfall in export was mainly due to extraneous 
factors like recession in the International leather industry and fall in de- 
mand. As oserved by the Committee themselves, the quota restriction 
were necesary to induce exporters to shed their traditional outlook and 
adopt a speedy switch-over to the production of finished leather and leather 
manufactures. Government have adopted recently a package of incentives 
to help the industry . These steps are as follows:- 

(i) Machinery required for export production of finished leather 
and leather manufactures has been placed on OGL w.e.f. 
14-4-1976. 

(ii) Cash compensatory support has been granted on the export of 
various items of finished leather and leather manufactures. 
The details are as follows: 

Item Y/, of 
F.O.U. 

Finished1ealhc.r. . . . . .  . . . . I O ? ~  
Leathrr shws . . . .  . .  15':; 
Leather chapah k sancials . . . . . .  5';; 
Leather uppers, shoe linings & cornponrr~ts . . 12'5q/o 
Lealher garments . . . . . . . . .  15% 
Leather goods and leather manufaciurrs . 10% 

(iii) Air freight subsidy is available i to exporters of leather and 
leather goods. 

(iv) The S.T.C. has taken further action for utllising the 
Leather Development Fund created out of the service charges 
collected from the canalised exports of semi-processed hides 
and skins. Arrangements for import of machines for Common 
Facility Centre and Footwear Design Centres in UP., West 
Bengal, Tamil Nadu, Bihar and Andhra Pradesh have been 
made. 

(v) The S.T.C. has also prepared a pre-feasibility study for 
creation of a Footwear Complex in Agra. Discussions have 
been held in the World Bank for assistance and a World Bank 
Technical Team is shortly visiting India for going into the 
details. 

(vi) Finished leather and leather goods industry has been included 
in the list of qualifying industries eligible for investment 
allowance under the Income Tax Act. 

f vii) Apart from the Bharat Leather Corporation under the Ministry 
of Industry, Government of India, many State Governmenrs 



have b ~ c n  p~rsuaded to establish Leather Development Cor- 
porations for the effective development of the industry. 

[Ministry of Comrncrce D.O. No. 4/13/74-EP (LSG) Vo!. 111, dated 
.3 1-8-76]. 

Although there has been a decline in the total export earnings of leather 
and leather goods during 1974-75, exports have registered an increase in 
1975-76 to Rs. 226.20 crores. The  exports of finished leather have also 
gone up from Rs. 16.8 crores in 1973-74 to Rs. 25.4 crores in 1974-75 and 
Rs. 40.4 crores in 1975-76. This shows that the policy of switch-over of 
exports from semi-finished to finished leather is gaining momentum and 
is likely to result in increased exports. Government have taken necessary 
steps for the creation of infra-structure for the production of finished 
leatherlleather manufactures by giving incentives such as cash assistance 
against export of finished leatherlleather footwear,'leather manufactures, 
bringing import of leather machinery under Open General Licensing, 
reduction in export quota for semi-finished leather increase of export duty 
on semi-finished leather from 20 to 25%. The State Trading Corporation 
of India Ltd. are setting up five common facility centres (finishing-cum- 
servicing) one each in the States of Tamil Nadu, West Bengal, Bihar, U.P. 
and Andhra Pradesh in consultation with the re3pective State Governments 
for helping small scale manufacturers of semi-finished leather to switch- 
over production to finished leather which would fetch a mwe unit value 
realisation on export. A public sector company under the name and style 
of Bharat Leather Corporation Ltd. has also been incorporated on 30 March, 
1976 which will provide the infra-structure for the development of Leather 
and Leather Goods Indus tq  etc. 

The Committee's recommendations reg~rding the drawing up of a Crash 
programme is being brought to the notice of Bharat Leather Corporation 
Ltd. 

[Department of Industrial Development D.O. ,No. 11 '59-76-LRG, 
dated I 5- I 2-76]. 

Recommendation 
The Committee are of the view that whatever esport strategy is evolved 

by Government fbr stepping up exports of leather and leather goods, it 
should be pragmatic enough to ensure a closer link between the exporter 
and the producer because, in the ultimate analysis, exports depend on a 
stable and efficient level of domestic production. The  benefit of higher export 
earnings should percolate to the producer at the field level instead of being 
siphoned off, as it often is, by the merchant-exporter or big firms, and the 
producer should feel motivated to turn out quality leather goods at econo- 
mic prices. T h e  Committee trust that the task of the producer of leather 
goods would be greatly facilitated if precise and detailed information on 
latest market trends, market-wise export prospects, specifications of quality 
and designs of leather items in demand are made available in time to 
enable him to pattern his production to suit the export requirements. 
Properly surveyed market intelligence can indeed play o crucial role in 
educating the leather industry about the export potentialities. 

[Paragraph No. 2.31-S. No. 3 of Appendix V of 209th Report of PAC 
(Fifth Lok Sabha)]. 



Action taken 

The observations of the Committee are noted. Although it is difficult 
to eliminate merchant exporters straightaway, the manufacturing exporters 
were taken care of while introducing the quota system for semi-finished 
hides and skins. A separate category of non-exporting tanners was introduced 
and they were placed in charge of the S.T.C. They no longer have to depend 
upon middle man for exporting their products. 

For the same reason, Common Facility Centres are being located at 
Focal points where tanners are concentrated so that the requirements of 
small manufacturers could be taken care of. 

Regarding the collection of market intelligence, the export prospects, 
etc., the STC and the Leather Export Promotion Councils provide the neces- 
sary market information and guidance so that things are produced according 
to stringent requirements of the importing markets. 

[Ministry of Commerce D. 0. No. 4/'13 74-EP (LSG) Vol. 111, dated 
3 1-8-76]. 

Government have noted the recommendation. The Bharat Leather Cor- 
poration will formulate specific measures on these lines. 

[Department of Industrial Development D. 0. No. 11(59-76-LRG, 
dated 15-12-76]. 

Recommendations 

2.32. From the details of the capacity for finished leather made available 
to the Committee, it is found that the present utilisation of installed capacity 
for finished leather from hides and skins is only 51 and qz per cent respect- 
ively and that of leather footwear 66 per cent. The Committee are gravely 
concerned at such low utilisation, and recommend that Government should 
investigate the reasons for such gross under-utilisation of capacity for fini- 
shed leather. The Committee urge that concerted measures for ensuring 
optimum utilisation of capacity should be adopted, for that alone can fulfil 
the twin objective of meeting domestic needs and increasing export earnings. 

2.33. The Committee note that the export of raw hides and skins was 
reduced f r ~ m  Rs. 8 .40 crores in 1969-70 to Ks. o .go crores in 1972-73 and 
from January 1973, such espon was completely banned. One of the impor- 
tant considerations governing the leather export policy of many countries 
appears to be the relative unit value which could be realised in its various 
forms, viz, raw semi-finished, finished or as manufactured goods. A joint 
study made by the Gokhle Institute of Politics and Economics, Poona, and 
the Central Leather Research Institute, Madras, in 1969 had shown that 
tanning was expected to add 51.78 per cent to the value of raw hides and 
skins and the finishing would further add about 7 per cent to the value of 
tanned leather. The study also noted that this was in some ways an under- 
estimate and that in the case of goat and sheep skins the value added by 
finishing cculd be as high as 50 per cent in some cases, and about 25 per ccnt 
on an average. A subsequent analysl undfftalren by UNCTAD in April 
1974, indicated that "a country's gross as well as aet foreign exchange e m -  
ings from the export of hides and skins tend to increase with each successive 



stage of processing". The Committee, therefore, uphold Govtrnment's 
policy of progressive reduction of export of hides and skins in raw or semi- 
finished form and special encouragement to export of finished leather and 
leather manufactures. 

[Paragraphs 2.32 & 2.33-S. Nos. 4 & 5 of Appendix V of zogth 
Report of PAC (Fifth Lok Sabha)]. 

Action taken 
C 

The Ministry of Industrial Development and the D.G.T.D. have been 
requested to investigate reasons for the under-utilisation of capacity for 
finished leather. 

The Government welcome the Committee's endorsement of the Govern- 
ment policy of progressive reduction of export of hides and skins in raw 
and semi-finished form and special encouragement to export of finished 
leather and leather manufactures. 

[Ministry of Commerce D. 0. N o . " ~ I I ~ I ~ ~ - E P  (LSG) Vol. 111, dated 
3 1-8-76]. 

Gcvernment have taken note of the recommendation. Thelunder-utili- 
sation of capacity for production of finished leather and leather footwear 
is mainly due to the reason that two major units could not utilise the ins- 
talled capacity fully because of financial and other problems. I t  is understood 
that these units would show improvement in 1976-77. 

[Department of Industrial Development D. 0. No. I I 159-76-LRG, 
dated 15-12-76].' 

Recommendation 

The Unit value realisation by Indian export of chrome tanned leather 
ranged between Rs. 15.14 to Rs. 35.00 per kg. during 1969-70 to 1974-75 
but in the case of finished leather the realisation was higher and ranged 
between Rs. 30.73 to Rs. 37.45 per kg. Though the semi-finished leather 
gave less unit value, the export of semi-finishedl eather in 1973-74 and 1974- 
75 was 9 and 3 times respectively more than that of finished leather 
in terms of value. I t  is true that Indian semi-finished leathers arc 
in great demand in World Leather markets in view of their 
toughness, tensile strength and preservation properties, but since 
higher unit value is important, Government should impress upon the leather 
industry to take up more vigorously the manufacture of such leather goods 
as fetch higher unit value, e.g., shoes, garments, sport goods, bags, u p  
holstry, purses etc. and earn valuable foreign exchange for the country. 

[Paragraph 2.34-S. No. 6 of Appendix V of 209th Rep~r t  of PAC 
(Fifth Lok Sabha)]. 

Acdon taken 

The Ministry of Industrial Development, the Directorate General of 
Technical Development, the State Trading Corporation and the two Lea- 



xher Export Promotion Councils have been informed of the observations of 
the Committee for further action. 

[Ministry of Commerce D.O. No. 4/13/74-EP (LSG) Vol. 111, dated 
3 I -8-761. 

In  order to realise higher unit value, the policy has always been to en- 
courage setting up of units for the production of shoes, garments, sports 
goods and other leather goods. Recently, one unit, M/s. United Shoe Cor- 
poration, Madras has been licensed for the production of 12 lakh pairs of 
leather footwear and 8 lakh pairs of shoe uppers per annum. Letters of in- 
tent have also been issued to a number of entrepreneurs for a total capacity 
of 6.6 million pairs of leather footwear per annum. It is felt that because 
of the high export obligation required for setting up of units in the large 
scale sector, adequate growth is not taking place in this industry. The manu- 
facturers in the small scale sector also are not mechanising their units and 
new entrepreneurs in that sector are also not very much eager to set up new 
capacity in this field. Becuase of loo,& excise duty levied on the manufacture 
of leather footwear produced in units employing more than 49 workers and 
2 H.P. In addition to the above, letters of intent have been issued for 
manufacture of shoe uppers to a couple of units and three applications for 
production of shoe uppers for exports areunder consideration of the 
Government. Approval has already been given for production of 6.2 
lakhs nos. of leather garments. A large number of small scale units 
are also being set up for the production of miscellaneous leathers goods like 
purses, hand-bags etc. Government is also taking steps to impress upon the 
leather industry the need to go in for diversification of their production for 
earning a higher unit value for exports. 

[Department of Industrial Development D.O. No. 11,'59-76-LRG, 
dated 15-12-76]. 

Recommendation 

I t  transpired during evidence that whiie compiling statistics of India's 
leather exports the export of crust chroms leather of 121.52 lakhs kgs. in 
1972-73 was due to mis-classification, included in the category of finished 
leather thereby giving an altogether misleading picture of the export of 
finished leather, which in 1972-73 was only rg .73 lakhs kgs. and not 138.88 
lakhs kgs. Another fact which came out was that the country's export 
of finished leather had all along been expressed in terms of kilograms where- 
as the correct unit of measurement should have been square meter or deci- 
meter. The representative of the Ministry of Commerce admitted that as 
the exports of finished leather were not very high, proper attention had 
not perhaps been paid to this question. However, an assurance was 
given that instructions had been given to the Director General of Cornmer- 
cia1 Intelligence and Statistics to compile exports of finished leather in 
terms of square meters or decimeters. The Committee regret that am 
important point like the correct unit of measurement for qualification of 
exports of finished leather had escaped the Ministry's attention. Com- 
mercial Statistics should whereafter be compiled with greater care and be 
entirely reliable. 

paragraph 2.35-4.  No. 7 of Appendix V of 209th Report of PAC 
@'I  Lok Sabha)]. 



Action taken 

This has since been corrected. 

[Ministry of Commerce D.O. No. 4/13 '74-EP (LSG) Vol. 111, dated 
3 1-8-76]. 

Recommendation 

The Committee note that although exports of footwear from India 
have grown considerably in recent years (from 6 million pairs in 1969-70 
to 10.5 million pairs in 1974-75), India's share of world footwear trade is 
estimated to be about 2 per cent, and Export of this commodity form 
about 5 per cent of country's total production of footwear. While the closed 
type of footwear is mainly exported to USSR and East European countries, 
the main buyers of 'open' footwear, that is Rolhapuri and other 'open' 
sandles, are in USSR, U.K., West Germany and France. The Committee 
were informed that a beginning had recently been made to extend our export 
of closed footwear to other countries like France and U. K. The Com- 
mittee urderstand that a combined Delegation of the European Confedera- 
tion of Footwar and Tanners which visited India in February 1976 had 
hinted at the prospects of the gradual expansion of India's exports of leather 
and leather manufactures particularly footwear 'uppers' to the challenging 
and somewhat sophisticated markets of the European Economic Commu- 
nity (EEC). The Committee recommend that along with maintaining and 
consolidating our present position in markets where Indian footwear has 
already penetrated successfully, new markets, especially in our neighbouring 
Afro-Asian countries, should be explored seriously. The Committee also 
recommended that the potential of export of footwear 'uppers' to EEC 
countries should be exploited to the maximum extent. 

[Paragraph 2 .5645 .  No. 9 of Appendix V of 209th Report of 
PAC (Fifth Lok Sabha)]. 

Action taken 

The S.T.C. has been asked to take note ot the observatluns of the 
P.A.C. A team comprising representatives each from the EPC and the 
STC and industry intend to undertake a comprehensive study of the 
Afro-Asian countries to explore the export potentiality of leather Footwear 
exports to these countries. A small beginning has been made in Kuwait 
by the STC. Also, 3 lakh pairs of army boots have been exported to Iraq 
army from the TAFCO Kanpur. 

[Ministry of Commerce D.O. No. 4'13 7.4-EP (LSG) Vui. 111, dated 
31-8-76]. 

Recommendation 

The Committee are glad that a prefeasibility study for setting up an 
integrated leather complex at Agra has been completed and a report on 
that study has hinted at the immense possibilities of export-oriented 
production of Goatskins "Uppers" and Shoes, generation of larger foreign 
exchange earnings a nd creation of employment opportunitie rfor the weaker 



sections of society. It has been estimated that the setting up of the Complex. 
at Agra will involve a total capid  i n v m e n t  of Rs. 13.86 crores including 
a foreign exchange invesrment of Rs. 6.75 crores. It will start generating 
i d o w  of foreign exchange to the tune of Rs. 8.23 crores a year from 
1980 and will provide employment on site to approximately 2100 people 
of whom 1,900 will be from the weaker sections of society. The Com- 
mittee understand that at present 2000 family and cottage units at Agra are 
forced to sell their footwear in the local wholesale market where neither sale 
nor fair payment are assured. The Committee also bear in mind that 
the small scale sector of footwear industry is almost unavoidably charac- 
terised by comparatively low productivity. In order to overcome these 
problems, Government should explore the feasibility of setting up inte- 
grated leather complexes with an export-orientation not only at Agra but 
also at other selected places. The Committee consider that such integrated 
Complexes could serve as a focal points to cater to the needs of small scale 
and cottage sectors of the footwear industry by providing them with 
production-cum-finishing facilities and by offering facilities for training 
for improvement of quality, finish and design of their products and also 
enabling them to raise the level of their productivity. The Committee 
recommend that the State Trading Corporation and the proposed Leather 
Development Corporation should play a positive role in assuring a proper 
market for the products turned out by the family and cottage sectors of the 
footwear industry. 

[Parvaph 2 . F ~ - S .  No. 10 of Appendix V of 209th Report 
of PAC (Flfth Lok Sabha]. 

Action taken 

The World Bank have appreciated the Agra Footwear Project. They 
are sending a technical team shortly to study the project in greater depth 
and work out further details. 

If this project is proved to be feasible, similar projects will be com- 
mended for other parts of India as suggested by the PAC. Meanwhile, 
the recommendations have been brought to the notice of the S.T.C. and 
the Ministry of Industrial Development for further necessary action. 

[hiinistry of Commerce D.O. No. 4.!13 '74-EP (LSG) Vol. 111, dated 
3 I -8-761. 

Government have noted the recommendation regarding establish- 
ment of more complexes on the line of Agra Leather Complex. The 
objectives of Bharat Leather Corporation Ltd., include assistance to 
develop the leatherlleather goods industry and selling them in the domestic 
and export markets. This recommendation is being brought to the notice 
of Bharat Leather Corporation which has been set up recently. 

Department of Industrial Development D.O. No. 11  '59-76- 
LRG, dated 15-12-76]. 

While drawing up an effective export strategy, Government should 
pronrincndy keep in vim the p m m t  decenttalised set-up of the lather 
industry in India According to an estimate published in the March 



1974 bsue of the Magazine 'LEATHERS' 75 per cent of E.I. tanned: 
leather is stated to come from Cottage and Small scale industries. There 
are about 35 finished leather units in the organized sector concen- 
trated in Calcutta, Kanpbr and Madras and 200 units in the unorganised 
sector (mostly in Calcutta). The bulk of the leather footwear industry is 
also in the small scale and cottage sectors. The Committee feel that there 
is a clear need to progressively integrate the small scale sector and cottage 
sectors into the mainstream of the leather industry and assist these sectors 
to streamline their production on modern lines with an eye on exports. 
They should be given technological guidance provided with the common 
facility centres for finishing and assured of' a market for the leather goods. 

The Committee also recommend that Government should examine 
the existing structure of excise and other duties to see whether it call for any 
rationalisation so that such duties do not act as a deterrent or disincentive 
for small scale and cottage sectors of the leather industry. 

[Paragraph 2.58-S. No. 11  of Appendix V of 209th Report of 
PAC (Fifth Lok Sabha)]. 

Action taken 

It is proposed to set up Common Facility Centres to start within 
the States of West Bengal, Bihar, U.P., Andhra Pradesh and Tamil Nadu. 
The Leather Development Fund with the S.T.C. will be utilised for the 
purpose. While the S.T.C. will provide market information the Bharat 
Leather Corporation under the Ministry of Industrial Develcpment will 
take care of infrastructural development for the benefit of the small and 
cottage tanners. 

The observations of the Committee regarding excise duties have 
been noted and the matter has been taken up with Department of Revenue 
& Banking. 

[Ministry of Commerce D.O. No. 4 '13 '74-~P (LSG) Vol. 111, 
dated 31-8-76]. 

As stated already, the Rharat Leather Corporation Ltd. has been 
set up to promote, develop, aid and otherwise assist leather industries and 
to provide them with the capital, credit means, resources, technical and 
managerial assistance and to take and adopt other suitable means and 
measures to enable them to improve the techniques of production, manage- 
ment and marketing. The observations of the Committee regarding 
excise duties have been taken up by the hiinistry of Commerce with the 
Department of Revenue and Banking. 

[Department of Industrial Development D.O. No. 1~59-76-  
LRG, dated 15-12-76]. 

Recommendation 

The Export Promotion Council, Kanpur, have indicated that the 
aport of finished leather is predominently carried out by the manufac- 
turer-exporter but that of' Kolhapur 'Chappals' produced by Village 
Industries was handled by merchant-exporters, During evidence, the 



representative of the Ministry of Industry and Civil Supplies stated that 
Qwernrnent was aware that big firms like Batas bou ht leather goods from 
a large number of small-scale units in Agra and ot R er places and sold or 
exported the same after putting their own brand name. I t  was stated 
also that under the terms of our export import policy, such firms were 
under an obligation to buv at least 5 per ce?t of their exports from the small 
scale sector. The Committee learnt that one of the field investigating teams 
had been told that small scale units not having a marketing network of their 
own, felt that such purchases by big firms were of considerable help to 
them. It was adduced, however, in evidence that if the Monopolies and 
Restrictive Trade Practices Commission currently conducting investiga- 
tions to find out whether or not prices paid by big firms to small scale 
manufacturers for leather goods were very low as compared to the sale 
prices, came to the conclusion that such practices were monopolistic, 
Government would not hesitate to invoke the provisions of M.R.T.P.C. 
Act and discipline refractory firms. The Committee trust that Govern- 
ment would take suitable measures to safeguard thc interests of the small 
scale manufacturers of leather goods and protect them from all unwarranted 
exploitation. 

paragraph 2.59 S. KO. 12 of Appendix V of 209th Report of 
PAC (Fifth Lok Sabha)]. 

Action taken 

Noted. The observations are being broupht to the notice of the 
Department of Company Affairs as also the Develo~ment Commissioner, 
small Scale Industries. 

[Department of Industrial Development D.O. No. r rl59/-76-LRG, 
. dated 15-12-76]. 

Recommendation 

'The problem of stepping up of the export of leather footwear has to 
be studied in two parts viz .?  (i) export of footwear to rupee-payment coun- 
tries and (ii) to other countries. In exporting footwear to rupee-payment 
countries, the aim should be to bring about improvements in quality to match 
international standards so as to meet the demand for quality goods in 
these countries and naturally realise a higher unit value. In so far as exports 
to other countries are concerned, export of shoe uppers certainly offers 
apotentialmarket whichshould not belost sight of. The Committeerecom- 
mend concerted efforts to improve the quality of our sole leather which 
at present in moisture-absorbant and is, therefore, not quite adapted to the 
requirements of countries in the cold weather zone. 

paragraph 2.60 S .  No. 13 of Appendix V of 209th Report of PAC 
(Fifth Lok Sabha] . 

Action taken 

Business with rupee payment countries is negotiated and concluded 
after a fresh range of samples with new patterns/designs has been 



despatched to the buying countries and accepted by them. T h e  quality,. 
pattemldesign of the samples conforming to international standards fatch 
higher unit values. Our premier deficiency lies in the poor quality of our 
leather shoes. 

While arrangements are being made by putting up a leather sole unit 
plant to manufacture quality finished soles, the question of moisture 
absorption has been studied for a number of years. The  problem lies in 
the nature of the raw-material. (Sole leather in Indiais made out ofbuffalo- 
hide wherels ox-hide is used for sole leather in advanced countries). If 
India has to export footwear to developed countries, raw ox-hide may have 
to be imparted preferably from Australia, New Zealand to be tanned in 
India. Additionally sizable funds will have to be put aside for setting up 
development project for improving the quality of sole leather which is 
buffalo based. So f i r  the rcsults have been disappointing. Perhaps the 
CLRI  in conjunction with the British Leather Manufacturers Association 
could organize such a project. 

[Ministry of Commerce I>. 0. No. 4 13,74 EP (L.S.G) Vol. I I I  
dated 3 1-8-76]. 

Recommendation 
The  Committee learn that India has recently been able to get an order 

for 3030 pieces of garments and 4,60,00o pairs of uppers from Hungary, 
and t h . ~  the U.K. was alsoevincing interest in buying some2,ooo leather 
garments. The  Committee were further given to understand that in fashion 
garments, design and pattern played an important part and that the S T C  
had, apart from borrowing designs and patterns, from foreign customers 
invited foreign designers to come to India and help in turning out the latest 
designs for leather garments, The  Committee recommend that besides 
formulation of designs and patterns on the basis of the latest trends, in 
fashion-conscious countries abroad, efforts should be made to help Indian 
manuhcturers to acquire the requisite skills themselves and evolve such 
designs on their own. 

[Paragraph 2.65, S. No. 14 of Appendis V of 209th Report of PAC 
(Fifth Lok Sabhn)]. 

Action taken 
.Mdnut;tcturers in the small-scale sector may find it difficult to have the 

necessary establishment for evolving new patterns,designs. A Design and 
Display Centre already set up  by the S T C  currently affords certain facilities 
to units in the smdl-scale sector. Such of the units in the small-scalc 
sector as are willing and,'or in a position to evolve designs on their own 
may do so with assistance and help available from the STC.  

T h e  STC has plans to organize courses in designing, testing methods, 
layouts, planning and organizational structure of manufacturing units. 

[Ministry of Commerce D. 0. No. 4:13;'74-EP (LSG) \'ol. 111 dated 
3 1-8-76]. 

Recommendation 
T h e  Committee are pleased to hear of the impressive break through.. 

recently achieved by India in the export of ready-made garments. Export 



.of cotton apparel has almos~~doubled from Rs. 3,044 lakhs during April- 
November, 1973 to Rs. 5,907 lakhs in April-November, 1 ~ 4 .  
Readymade garments made in India are now being exported 
t o  the world'smajormarkets like U. S. A., U.S.S.R., U. K. France, West 
Germany, Australia, Italy, Sweden and Japan. This, it was learnt, 
was achieved through working out package programme which 
encouraged the producer and the small scale enterpreneur to take to 
improved m:thods of readymade garments manufacture. The Committee 
recoa nmi that Gavernment should evolve a similar strategy to achieve 
a real advance in exports of leather garments also. 

[Paragraph 2 -66, S. No. 15 of Appendix V of 209th Report of PAC 
(Fifth Lok Sabha)]. 

Action token 

Noted. It is proposed to encourage State Leather Corporation to 
-take up the task. 

[Ministry of Commerce D. 0. No. 4/13/74- EP (LSG) Vol. I11 dated 
31-8-1976]. 

Recommendation 

The Committee note that there are two leather Export Promotion 
Councils engaged in the task of furthering leather exports. While the 
Lcnther E x p x t  Promotion Council at Madras had the task of promoting 
th. ex3xt  of seni-tanned and tanned leather, the Leather Export Promo- 
tion C~unci l  at Kanpur was entrusted with looking after the exports of 
finishzd leather and leather manufactures. I t  was distressing to learn during 
evidence that the two Leather Export Promotion Councils did not often 
see eye to eve with each other and there was even some bickering between 
them. Tn: Cgnrnittee, therefore, welcome the Government's decision to 
m3rge th: t w 3  Cx~?Als  and hope that the combined Council wouid be set 
up  early and an integrated policy implemented efficiently. 

While Calcutta, along with Madras and Kanpur Agra, has a special 
importanceinthe country's leather map, Tamil Nadu has the largest 
number of tanneries and accounts for more than 70 per cent of our total 
leather expwts. The Committee have been lately informed of Govern- 
ment's decision to establish the headquarters of the merged Council at 
Cdcutta and locate its regional offices at Madras, Bombay and Kanpur. 
Since the headquarters could be located in no more than one place, the 
Committee hope that this decision would be accepted in the spirit of 
national integration and that it will be worked in a manner which does 
not hurt the interests and susceptibilities ofall the important centres of 
leather industry in India. This implies that the regional offices should 
also be adequately equipped and organized that there is no sense of 
grievance in our leading leather industry regions. 

paragraph 2-80 S. NO. 16 of Appendix V of 209th Report of PAC 
(Fifth Lok Sabha)]. 



Action taken 
Noted. 
[Ministry of Commerce D. 0. No. 4/13/74-EP (LSG) Vol. 111, 

,dated 31-8-1976.] 
Recommendation 

The Committee are unhappy that not much has been done to build 
any thing like an adequate infra-structure for the leather industry in India. 
As early as December, 1972 the Seetharamiah Committee had recom- 
mended that finishing centres should be set up in areas where there was 
a concentration of small scale tanneries, that new entrepreneurs should 
be encouraged to set up finishing units, and an investment of Rs. 60 crores 
made for the conversion of 75 per cent of the export of semi-processed 
hides and skins in 1971-72 to that of finished leather. By this investment, 
additional foreign exchange earning had been estimated to be of the order 
of Rs. go to 95 crores. Some of the steps taken to encourage conversion 
of semi-finished leather into finished leather are stated to be (a) permis- 
sion to persons,'industry producing unit for acquiring imported machinery 
upto the limit of their licensing for semi-finished leather (b) permission 
to import equipment in a clearance block, basis with DGTD's prior ap- 
proval (c) conversion of a portion of the import replenishment for acqui- 
sition of capital goods and (d) authorisation to STC to create a Leather 
Development Fund by pooling 4th out of the one per cent service charge 
collected by it on the export of canalised semi-processed hides and skins 
so that the money could be utilised for setting up 5 common facilities cen- 
tres (one each in Tamil Nadu, West Bengal, U.P., Andhra Pradesh and 
Bihar), one Shoe Upper facility centre, one unit sole plant and one design 
cell at Agra and one Central and four Regional Testing Laboratories. The 
Committe was informed that STC had launched enquiries about the 
availabilities, prices, delivery, etc. for capital goods machines for these 
centres. None of these centres, however, has come up so far, even though 
such common facility centres and the tangible development of infra-struc- 
tural provisions are entirely essential to the stepping up of our finished 
leather exports. As regards the investment of Rs. 60 crores envisaged by the 
Seetharamiah Committee, all that Government have done so far is to for- 
mulate a proposal to set up a Corporation to be called Bharat Leather 
Corporation Ltd. and make a token provision of Rs. 5 lakhs in the budget 
estimates of 1975-76 for investment in the said Corporation. The Com- 
mittee were informed that the Corporation would take care of the tasks 
of building the necessary infi.a-structure and the entire gamut of develop- 
mental activities, deemed indispensable for the leather industry. Nearly four 
years having elapsed since the Seetharamiah Committee reported, the 
Committee feu  that Government have not utilised this period of time, by 
no means a short one, for the advance of our leather industry, and even 
conunon facility centres have not come up so far. During evidence, the 
representative of the Ministry of Industry & Ci\% Supplies was even cons- 
trained to concede that "the implementation could have been a little faster". 
The Committee, therefore, urge that steps already, long delayed, be vigo- 
rously taken for the creation of the necessary infrastru~mre and adequate 
funds provided for the purposes. 

[Paragraph 5.30, S. No. 24 of Appendix V of 2 9 t h  Report of P.A.C. 
(Fifth Lok Sabha.] 



Action taken 

Noted. The Bharat Leather Corporation has since been constituted: 
and a provision of Rs. 10 lakhs has been made in the Budget for 1976-77 
towards the Corporation. A provision of Rs. 50 lakhs has also been made 
for the Corporation for the last two years of the Fifth Five Year Plan. 
This provision is only tentative, and subject to revision after detailed 
schemes have been worked out. 

The Bharat Leather Corporation has been incorporated only recently. 
I n  the absence of this Corporation, the State Trading Corporation has 
been taking steps for setting up Common Facility Centres, one eac4 in 
Tamil Nadu, West Bengal, U.P., Andhra Pradesh and Bihar. Equipment 
for the common facility centres has been ordered, and the progress of 
implementation is being monitored. I t  is expected that these centres would 
be ready by the end of March, 1977. Effective steps have been taken for 
conversion of capacities for semi-finished leather into finished leather 
by nine existing DGTD units to the extent of o .  13 million nos. of hides 
and 11 .6 million nos. of skins. Three new units have gone into production 
of finished leather from semi-finished leather with a capacity of 0.56 million 
nos. of hides and 2.10 million nos. of skins. Six licences to new units and 
seven letter of intent have been issued for a total capacity of o .75 million 
nos. of hides and 8 million nos. of skins. Some of the existing small scale 
units are also converting a portion of their capacities to finished leather. 
I n  addition to this, capacities to the estent of r .63 million nos. of hides 
and 8 -29 million nos. of skins have been approved for production of finished 
leather starting from raw hides and skins. It could be seen from the above 
that steps have been taken for creation of adequate capacities for the pro- 
duction of finished leather. 

T o  reiterate, it is expected that the 5 Common Facility Centres will 
start functioning by 1st April, 1977. 

[Department of Industrial Dcvelopment D.O. No. I I /gg-76--L.R.G., 
dated I 5- 12-76]. 

The Ministry of Commerce have sanctioned the following projects 
to be financed from the Leather Development Fund with the STC:- 

(i) Fii.e cornnx~rl Facility Centres for Leather finishing . . RJ. 1'25 lakhs 

( ( i i )  One Central and four Regional 'resting Laboratories] . &. 6 lakhs 

(iu) One Upper Facility Centrc . . . .  . b. 15 1akh.i 

(iv) Onc unit Sole Plant . . . . . . . KP. i o  lakhs 

jr) One Dtsign C'ntrc J . . . . . . . RY. 2 lakhs 

The machines to be imported by the STC should be in India by Novcm- 
ber/December I 976. 

A Central Testing Laboratory has been set up in STC's office in New 
Delhi. Machines for Hegional Testing Laboratories have bcen identified 
also. 



Ordere for import of machines for setting up Upper Facility Centre 
have been placed. 

A Dtsign-cum-Display Centre has b a n  established at the STC's officc 
in New Delhi. 

Over and above the expenditure as detailed above on five projects 
(Rs. I 58 lakhs) more machines are being ordered for the leather and leather 
goods industry under an OGL Scbeme. 

The recipient States have to allocate matching funds, select suitable, 
sites and make arrangements for disposal of efhent. 

[Ministry of Commerce D.O. No. 4113174-EP (LSG) Vol. 111, dated 
3 1-8-76]. 

Recommendation 

It is distressing that apart from specific measures suggested by the 
Seetharamiah Committee for the creation of infra-structure in the country, 
no blueprint for action to give a new direction to the leather industry has 
y a  been prepared by the Ministry of Industry and Civil Supplies. 

It appears that in their view, such a blueprint should rather be prepared 
by the proposed Bharat Leather Corporation Ltd. when it comes to be 
formed. The Committee regret that the Ministry of Industry and Civil 
Supplies do not appear to have shown either foresight for a sence of urgency 
in dealing with this issue. A corporation, howsoever, well intended, is not 
always a panacea of all problems. Besides, such a body would, even afier 
formation, take some time to get over teething and other troubles. Mean- 
while the difficulties get aggravated and the country's interest suffers. 
The Committee recommended that rather than leaving the task to a pro- 
jected Corporation, the Ministry of Industry and Civil Supplies should 
undertake the job on their own and help the Leather industry to stand firmly 
on its feet and go ahead. 

[Paragraph 5.3  I,  S . No. 25 of Appendix V of 209th Report of P A C .  
(Fifth Lok Sabha)]. 

Action taken 

The Development Council for Leather and Leather Goods Industry 
have worked out a programme for development of these industries during 
the Fifth Plan od and action has already been taken to set up capacities 
o n r h a c ~ i n a . ~ ~ M i n L y , i . t h e ~ f e a m o n t h s , o ~ n w r i a  
of meetings with the State LeattLet Development Corporations, represen- 
tatives of State Governments where such Corporations have not yet been 
e s t O W ,  and d6ars of' the Bharst Lather Corporation and the STC 
with a vicw to giviog a push to the dmfopmmt of the leather industry. 
The Bharat Lather Corpomtion has been aelccd to prepare an action 



A prdgramm of rn3kn"mtion atld expansion of the TAFCO. hns bzen 
prepared. . , . . 

[Departmedt of industrial Developwnt D.O. Nw, 11/59-76-iLRG, 
dated 15-12-76]. 

The C3mmittee welcome Government's move to set up a Corporation 
to be called "Bharat Leather Corporation L;J."with the objective of overall 
development of leather industry in the country and for performance of multi- 
farious functions such as establishment of production-cum-service centres 
for finished leather and leather goods, promotion of research and deve- 
lopment, encouragement for formation of cooperatives of village kvel 
workers and small entrepreneures, setting up raw material banks, dissrmina- 
tion of market intelligence, training and employment of technicians, finan- 
cing of infra-structure, etc. The Committee feel that one of the primary 
objectives should be to see that tannerlproducer in the small scale or cottage 
industry is integrated into the mainstteam of leather industry which should 
be geared to achieve higher production of quality leather and goods. As 
recommended elsewhere in the Report, Bharat Leather Corporation should 
arrange not d y  technical guidance but also take steps to provide an assured 
market for their product at reasonable prices. 

[Paragraph 5 -32, S.  No. 26 of Appendix V of 209th Repxt of P.A.C. 
(Fifrh Lok Sabha)?. 

Action taken 

Noted. This recommendation is being hrought to the notice of the 
Bharat Leather Corporation Ltd. 

[Department of Industrial Development D.O. No. I I ljg-76-LRG, 
dated 15-12-76]. 

Recommendation 

The Committee feel that the leather industry has to be viewed in the 
overall context of Animal Husbandary. The reponsibility of Animal 
Husbandary at praent rests with the Ministry of Agriculture. With a 
view to evdving a detailed policy framework for the development of Animal 
Hwbandary so indispensable to the advance of what may be &led our 
agro-economy, there has to be the closest coordination at least b m # n  the 
Ministry of Aqriculture, Ministry of Industry and Civil Supplies and the 
Midstry of Commtra. With the break throu h which appears to here 
recently b::n achieved in agriculture md i n  mi f k ptoduction, ir is indeed 
an oppocrmne time to haw a closer foot at Anknal Htmbanda~y es a whole,. 
It would be worth while to study critically how birna1;Husbdary bas' 
been ddoped in the beu n a h l  Mtaoest in Bart E m p a n  
rhr7Uniod States and in south ~ l b e r i a n  eounrria . o . a a $ o ~ r ~ ~ ~ '  
ba t  auited to Indhn mildicionr aad attmcd to thbdarger ndonal i- 
The Co nrnittee would like to be informed of the concrete measures +q . ..) 



Gwmrnznt  propo~e to take for evolving and implementing a national 
policy for animal husbandary to which they attach a great deal of impor- 
tance. , $  

[Paragr h 5.41, S .  No. 29.of Appendix V of 2~9th Report of P,A.C. 
(Fifth Lok 1 abhh)] . . ,  

Action taken . . 
These comments of the Committee are extremely valuable for future 

planning and have been noted. There are at present no forward and 
backward linkages between animal husbandary and the leather industv. 
The Commerce Ministry propose to make a beginning by sanctioning stu- 
dies which would collect the data required in this area. It is also proposed 
to ask a detiled study of the raw-skin market to be carried out by the 
CLRT. This would provide authentic data regarding prices received by 
animals owners for the skin, identification of animal production areas 
which chiefly provide for the leather industry, and information about 
the structure ofthe raw-skin mnrket. We also propose to take steps to 
c 111ect reliable information about slaughtering of animals so that the avail- 
ability ratio can be worked out scientifically. Modernisation of slaughter 
houqes is extremely important for the leather industry. The 'subject is 
under the conrideration of Planning Commission in the context of export 
p:oduction of meat. The Commerce Ministry would also take up with 
the Ministry of Agriculture so that studies and planning could be initiated 
as indicated by the Committee. The Ministry of Agriculture who was 
cmtacted in the matter has informed that the National Commission on 
Agriculture has recently examined in detail the problems and perspective 
o j development of Animal Husbandary as a whole in the country and 
made a number of far reaching recommendations for development of 
Animal Husbandary and Dairying. These various recommendations 
are b i n g  examined. The National policy for Animal Husbandary and 
D~uying will broadly be on the lines reconmended by the National Com- 
mission of Agriculture. 
* [Ministry of Commerce D.O. No. 4113174-E.P. (LSG) Val. 111, 
dated 31-8-76]. 



RECOMMENDATIONS/OBSERVATIONS WHICH THE 
COMMITTEE DO NOT DESIRE TO PURSUE IN  THE LIGHT 

OF THE REPLIES RECEIVED FROM GOVERNMENT 

The Committee find that though India has the largest livestock hald- 
ing in the world with a total of about 345 million heads of cattles, buffalos, 
p a t s  and sheep, its share in the world leather exports is about 20 per 
cent. The proportion of India's leather goods exports to its total erports 
since 1967-68 has ranged between 5 to g per cent only. The Commitsee 
see no reason why with concerted,measures, it should not be possible to 
step up leather exports, preferably ul the finished form, in the years to come 
so that India which has the largest livestock holding in the world can 
take its rightful share in the export trade and earn the much needed foreign 
exchange. 

[Paragraph 2.29, S. No. I of Appendix V of 209th Report of P.A.C. 
(Fifth Lok Sabha)]. 

Action taken 

The Committee's observations have been noted. I t  may, however, 
be pointed out that export potential cannot be measured by livestock 
population alone. It also depends upon the following factors: 

(i) Livestock population per roo human population is the true index 
as exportable surplus is restricted by domestic consumption. 
Indian population of sheep per IOO persons is lower than the 
world average. Similarly, Indian bovine population per 100 
persons is much lower than that of Argmtina, Australia, Brazil, 
etc. Indian population of goats per IOO persons is also lower 
than that of Argentina, Ethiopia, Iran, Mexico, Nigeria, South 
Africa and Turkey. India is in the international map of exports 
of hides and skins for the reasons that domestic consumption 
for leather and leather goods is smaller than- world aver e. 'g, (Kindly see Chapter I of the Gokhale Institute and CL I 

Repad  
(ii) Availability ratio which is the percentage between population 

of animals and the annual availability of skim is extremely 
poor for bovines in India due to the widespread prohibitions 
against slaughter of bovines. Our availability rauo is around 
I I O !  for bovines and 5% for c a t t l e %  of t hee  small per- 
centages is contributed by fallen animals. A country where 
the bovine hides are contributed largely from fallen animals 



and not from slaughterid animals will also be at a disadvantage 
in the trade of bovine skins and hides. 

[Ministry of Cosmerce D.O. No. 4113174-EP (LSG) Vol. 111, dated 
3 1-8-76]. 

According to the 1972 census of animal population, India was having 
178.8 million cattle, 57.9 million butfaloes, 40.4 million sheep and 68 
million loats. The bulk of the production of hides is from fallen animals. 
It is estimated that in India, the availability of hides is about 10% of the 
cattle population because of the low slaughtering rate and the progressive 
implementation of the ban on cow slaughter. The average international 
rate of availability is about 20%. The rate of availability of hides in A m c  
rica and West Europe is of the order of 39 to 40%. This shows that 
although we are having the highest cattle population, the availability of 
hides is vtry mlch lower compared to other advanced countries. More- 
over, India is in a position to ex ort leather because of the lower con- P sua?tion rate within the country or the production of footwear and other 
leather articles. Against a population of about 600 million people, the 
production of leather footwear is estimated to be only of the order of 200 
million pairs shawing that for every three persons, the production of leather 
footwtar is one pair per annum. As thp standard of living improves, there 
i 3  a likelihood of increase in the demand for leather footwear and other 
leather goods within the country. As the production of hides and skins 
is inelastic, the availability could not be increased quickly. There is, 
therefore, a pmibility of the quantity of hides and skins available for 
exports coming down in future years. At present the bulk of the exports 
of ieather is in the form of semi-finished hides and skins. The intention 
of the Government is, therefore, to switch-over the exports of finished 
leather and leather manufacture so as to enable the country to tarn more 
foreign exchange for the same quantum of exports. Various measures 
have been taken by the Government for achieving this objective. 

[Dzpartment of Industrial Development D.O. No. 11lsg--76--LRG, 
dated 15-12-76]. 

The Committee learn that while the Ministry of Agriculture in consul- 
tation with the Wild Life Board insist on a total ban on the export of reptile 
skins, the view of the Ministry of Commerce is that such export should 
not be banned all at once but should be progressively reduced. The 
Cornmitt# recommended that if and only if in the overall ecological and 
economic interests of the country reptile skins can all be exported, it 
shouId be in the form of goods made of such skin but not in the raw or 
semi-finished form. This would result in higher unit value realisation and 
greater foreign exchange income. 

[Paragraph a- 36, S. No. 8 of Appendix V of 209th Report of P.A.C. 
(Fifth Lok Sabha)]. 



Action taken 

The Ministry of Agriculture are of the view that r~ptiless should cot 
be killed at all and consequently the export of reptile skins including pro- 
duce therefrom is banned. 

[Ministry of Commerce D.O. No. 4/13/74-EP 
3 1-8-76]. 

(LSG), Vol. 111, dated 

Recommendations 

3.26. The committee uphold Government's long-term objective of 
'structural diversification and modernisation of leather industry' with a 
view to our exporting finished leather and leather manufactures rather than 
semi processed hides and skins which bring meagre returns and is appro- 
priate only to a backward economy. The quota system, however, does not 
appear to have been evolved after sufficiently careful thought. It was March 
1973 that Government announced its intention to reduce the export of 
semi-finished leather to 25 per cent of 1971-72 level within five year. In 
June, 1973, it was announced that export quota for the year 1973-74 would 
be fixed after making cuts of 20 per cent in the case of semifinished hides 
and 10 percent in the case of semi-finished skins from the total exports of 
such leather in the calendar year I972 which was selected as the base gear. 
On 1st August, 1973, the Chief Controller of Imports and Exports issued 
instructions reiterating that all exports made from 1st April would be 
adjusted against the export quota, but 10 days later he announced changes 
in Government's decision according to which (i) the quota scheme was to 
be operated from 1st August, 1973-74, (ii) for the i emaining 8 months of 
19 3-74 only 15 per cent of the annual would be allowed, and 
iii exports from April I973 to July, I973 would not be set off 1 3  

against the next eight month's limit. Even this decision was revised 
in January, 1974 when it was announced that 166 -67 per cent of the annual 
quota would be allowed to be exported during August, 1973 to March, 
1974. In March, 1974, another announcement came that in view of represen- 
tations received from concerned interests that it would take some time to 
develop adequate infra-structure to manufacnrre finished leather, annual 
quotas for 1974-75 would be continued at the same level as for the preceding 
year, though these would be substantially reduced in the following year 
viz. 1975-76 and onwards. Defending these changes, the Ministry of 
Commerce argued that "strategy and mechanism had to be adopted and 
bent to meet the demands of actual conditions of production and exports 
in the domestic industry and international market respectively". The 
b e t t e e  feel that if Government had taken the actual cond~tions of 
production and exports into ccnsideration at very beginning, before laun- 
ching the quota system, and had made it known firmly to the industry and 
trade, it would have been spared the embarassment and also the hazards 
that such frequent changes involved. The Committee cannot resists the 
impression that the quota system, so frequently changed and at short 
intmals of time, was conceived in haste and without darefuI anticipation 
of its likely dfects. Certain new entrants to the export of finished leather 
goods have, according to the Leather Export Promotion Council, Madras, 
rcqumed Government to order a further cut in the export quota of 8emi- 
finished leathers. The Committee urge Government to eveluate all such 
proposals on the basis of their own experience and ensure that the scheme 



formulated with foresight and precision, gives apew, stimulating direction 
to the leather industry. 

3.27. The Committee find that partly on account of the quota system, 
the quantities of E.I.T. leather and chrome tanned leather wet blue exported 
during 1973-74 wexe less respectively by 121.05 lakh kilograms (4 per 
cent) and 95 . g ~  lakh kilograms (33 per cent) than the corresponding ex- 
port in 1972-73. The value of these reductions at 1973-74 average export 
prices was Rs. 71.93 crores. As against this, the increase in export rea- 
lisation for finished leather products in 1973-74 over the preceding year 
waa only Rs. 3.48 crores. In other words, in 1 ~ 3 - 7 4 ,  we lost very much 
more, in term of foreign exchange, by restricting our exports of serni- 
finished leather than what we gained in the form of higher export of finished 
leather and leather manufacturers. To make things worse, the position 
does not seem to have improved in 1974-75 either, when quantities of 
E.I.T. leather and Chrome tanned leather wet blue exported were less 
respectively by 43 lakhs kgs. (23.6 per cent) and 75 lakhs kgs. (39 per 
cent) than the corresponding exports in 1973-74. The value of the re- 
ductions was as Rs. 36.22 crores. As against this, the increase in export 
realisation for finished leather, leather goods, and leather footwear in 
1974-75 over the value of export of these items in 1973-74 was only 
Rs. 26.55 crbres. The representative of the Ministry of Commerce stated 
in evidence that the decline in exports of semi-finished leather was not 
due to the quota system alone but also to the comulative effect of four 
main factors, viz. (i) acute shortage of power, (ii) non-fulfilment of export 
quotas due to international recession, (iii) accumulation of large inventories 
with principal exporters like Italy, and (iv) rise in the cost of maintenance 
of cattle which continental cattle--holders tended rather to slaughter. 
The Committee feel, however, that these factors may have aggravated 
the situation, but the responsibility of the restrictions under the quota 
system bringing about reduced exports of semi-finished leather cannot be 
easily negatcd. The view of the Ministry of Commerce that export of 
finished leather cannot obviously keep pace pari pasu with the decline 
in the value of semi-finished leather does not explain the position and 
appears even to be complacent. The Committee feel. strongly that our 
country just cannot afford a fall in our export earnings even as we make 
necessary long term schemes which may not bring in adequate dividends 
immediately. Government should therefore avoid drastic quantitative 
restrictions on semi-finished leather exports. The Committee urge 
also that from this angk the working 6f the quota system should be ade- 
quately appraised so that any serious detfiment to the leather industry in 
its present phase of development and to the quantum of our export earnings 
could be decisively eliminated. 

[Paragraph Nos. 3.26 Sr 3 27-S. Nos. 17 & 18 of Appendix V of 209th 
Report of P.A.C. (Fifth Lok Sabha)]. 

Action taken 

The policy of the Government is clear. The quota system was in- 
troduced after careful thought and extensive and intensive consultation 
with the trade. But for introduction of the quota system, the tanners 
would not have taken steps at all for a switch-over to the production of 
finished and leather goods. This is amply reflected in the increased export 



of finished leather in the recent past. I t  may also kindly be not& that the 
quota system was not frequently changed at short intervals. Since a policy 
of this kind could create certain hardships during the period of transition, 
it .was necessary to effect ch- at times. Nor was the poh influenced 
by the LEP Council, ' Madras. The Government consid ma'  the matter 
fully More deciding the policy for 76-77. Moteover, the new policy for 
76-77 is a package of incentives and restrictive measures. 

There has been considerable expansion in the establishment of finishing 
capacity of skim and hides during the past few years. The capacity during 
1976-77 for finished skins is expected to be about 25 million pieces, during 
1975-76, the finishing industry was having problems in obtaining sufficient 
quantity of semi-finished leather. 

After taking these factors into consideration, the Government imposed 
a further cut of 15% in the quota for E.I. and wet blue goat and sheep 
skins and a 10% cut in the quotas of E.I. and wet blue buffalo hides and 
calf skins, cow hides and cow calf skins. These cuts would not be imposed 
on small quota holders e.g. quota holders with quota below 25,003 pieces 
of skins, 7500 pieces of hides and 500 pieces of calfskins would be exempted 
from the cut. There is no cut also on the quota for job-tanners and non- 
exporting tanners attached to the State Trading Corporation. 

As a measure of restriction, Government have decided to effect an in- 
crease of 5% in the export duty of semi-tanned hides and skins. The export 
duty will be 25'3, on these items with effect from 1st May, 1976. 

At the same time, in order to further encourage structural diversification 
of the leather industry to produce finished products, Gwemment have 
decided to increase the cash compensatory suppDrt on finished leather by 
5% to 10% with effect from 1st May, 1976. 

The following are the other important measures taken to step up the 
export leather goods and to makc this industry commercially well organi- 
sed :- 

(i) Machinery required for export promotion of finished leather 
manufactures has been placed on OGL w.e.f. 14-4-1976. 

(ii) Air freight subsidy is available to the leather goods exporters 
against the shipments by air. 

(iii) Cash Compensatory support has been allowed for the following:-- 

(a) Leather rhocs and garmcnb . , . . . 1 5 ~ 4  of f.0.b. value 

(b) Lea* chappat and sandals . , . . 5% of t0.b. Value 

(c) Leather shoe uppers, shoe liiingr and mmponenta . t 24% of to. b. Value 

(d) Finished Lather . . . . . . . I 0% of f.0.b. Value 

(e) Leather gooA~/Manufacturerr , . . , I 0% 0ff.o.b. Vdue 



(iv) Finished leather and lea- goo& including footwear has been 
included in the list of qualifying industries eligible for invest- 
ment allowance. 

[Ministry of Cxnmsrce D.O. N3. 4113/74-EP(LSG) Val. 111, dated 
3 1-8-76). 

Recommendation 

The Committee note that the Seeyharamaiah Committa had re- 
commended a quota system to be regulated in such a way that in about 
8 to 10 years time the exports of semi-finished leather could be reduced to 
25 per cent of their 1971-72 level. Government's idea, however, was that 
it was "too long a period" and that the task should be accomplished in five 
years from 1972. Acceleration of the pace of conversion of semfinishad 
capacity into finished leather capacity is no doubt desirable, but the resultant 
curbs on export of semi-finished leather caused a crisis in the leather industry 
and the closure of as many as 248 tanneries in Tamil Nadu, thus creating 
considerable and sudden employment in that State and elsewhere. The 
Committee fear that, even with the best of interest Government had 
perhaps tried to move further and more drastically than the actual situation 
warranted. Even at this late stage, the Committee would urge Govern- 
ment to take a fresh stock of the situation, and by a perceptive re-scheduling 
of its programme enable the leather industry to adjust itself to the new 
requirements and readily cooperate in the challenging tasks ahead of us 
in our race for economic advance and well-being. 

[Paragraph 3 -  28-S. No. 19 of Appendix V of 209th Report of PAC 
(Fifth Lok Sabha)] 

Action taken 

Th:: observations of the Committee have been noted. I t  may be 
p~inted out howcver that Government have b m  watching the situation 
regarding the switchover from semi-finished to finished leather and have 
not forced the pace at all. The efficacy of introducing a quota, system 
has however proved itself. 

The Committee themselves have observed that tanners should 
change their hidebound outlook and try to modernise the industry. But 
for the introduction of quota system, tanners may not have made efforts 
at all for a switchover. Even now, a large section of tanners would 
like a restoration of status queante i .e. ,  no restrictions on the export of 
semi-tanned hides and skins. 

Besides, it need not be expected that there would be pari pas011 in- 
crease in the export of finished leather hand leather goods with reduction 
in the export of semi-tanned hides and skins. Export performance in 
respect of finished leather and leather goods, however, has been quite 
impressive since the introduction of quota system although it depends 
to a great extent on international market conditions. 

[Ministry of Commerce D. 0. No. 4/13/74-EP (LSG) Vol. 111, 
dated 3 I -8-76) 



The Committee noted that for encouraging more exports of finished 
leather and leather goods including footwear, Government introduced air 
freight subsidy from February, 1971 at fo percent of air freight paid but 
limited to 10 percent of the f.0.b. value in the case of footwear and compo- 
nents and 15 percent of the f.0.b. value on finished leather and leather 
goods. From October, I974 the rates of subsidy were revised to 40 percent 
of air freight paid but limited to 7 percent of f.0.b. value in the case f o ~  
finished leather and leather goods. The period upto which subsidy has 
been sanctioned expires on 31st March 1976 and total subsidy of Rs. 200.81 
lakhs has been paid since the introduction of subsidy upto the year 
1974-75. No subsidy is payable on exports to USSR because the exports to 
that country are on f.0.b. basis while the subsidy is admissible for c.i.f. 
only. The main consideration which are stated to have weighed with 
Government in granting the subsidy are rapid changes in fashions in USA 
and West European countries and the need for rapid transport to keep pace 
with countries competing in this line of export. The Committee were in- 
formed that air freight rate from India to USA was roughly 150 percent 
higher than from Brazil and 50 percent higher than from Rome. Besides, 
as Indian Footwear suffered from the disadvantage of fetching a lower 

. price, the freight incidence in the case of Indian footwear was 28 percent 
as csmpared with Brazil's 5 . 5  percent and Italy's 9 percent. During evi- 
dence the representative of the Ministry of Commerce justified the grant 
of air freight subsidy on the ground, among others, that the "difference 
between sea freight and air freight was about three to four times". The 
Committee were also informed that there was a definite "Co-relation" 
between the air freight subsidy disbursed and a resultant increase in the 
export of finished leather, leather goods and footwear particularly to fashion 
consicious markets. Such exports had increased from Rs. 360 lakhs in 
1971-72 to Rs. 3022 lakhs in the case offinished leather, from Rs. 199 lakhs 
to Rs. 1283 lakhs in the case of leather goods and leather manufactures, and 
from Rs. 873 lakhs to Rs. 1745 lakhs in 1974-75 in the case of leather foot- 
wears and components. The Committee feel that these arguments, though 
relevant, are not cntirely convincing. First, the Committee are not sure 
whether the increase in exports of finished leather and leather goods had 
been due to the grant of air- freight subsidy or to other factors, Secondly, 
while there was an upward swing in exports of finished leather, leather 
goods and leather footwear such exports, as pointed out by audit, were 
only 14 percent, 18 percent and 20 percent of the total leather exports in 
1971-72, 1972-73 and 1973-74, while the corresponding per centage for 
exparts of semi-finished. leather in these years were 86 percent, 82 percent 
aqd 83 percent. This, In the Committee's view indicates that the lion's 
share of our exports still remained with the traditional items and the policy 
of switching over to finished goods export had not achieved singnificant 
success. 

C Paragraph 4.52- S. No. 20 of Appendix V of 209th Report of PAC 
(Fi th Lok Sabha)] 

Action taken 
The percentage share of finished leather in overall exports of Ieat hcr ard 

leather manufactures has increased during the year 1975-76 and also 
1976-77. 



The switchover as was expected, could be achieved only over a 
period of time. 

Air-frei ht subsidy is also an important element in the export effort d for finishe leather and leather manufactures, as already submitted before 
the Committee. . 

[Ministry of Commerce D. 0. No. 4 / ~ 3 / 7 4 - ~ ~  (LSG) Vol. 111, dated 
3 1-8-76] 



CHAPTER IV 

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

WHICH REQUIRE REITERATION 

Recommendation 

The Committee note that the grant of cash as subsidy was favoured 
both by the Gokhale Institute of Politics and Economics, Poona (1969) 
and the Seetharamiah Committee (1972). The Gokhale Institute of 
Politics and Economics, Poona suggested (1969) a cashsubsidy at 
therateof 10 per cent on the exports of finished leather and 20 to 25 
per cent on the exports of footwear and finished leather goods, the Seetha- 
ramiah Committee (December 1972) recommended a eash subsidy of 
15 per cent against the export of finished leather and leather manufactures 
but only when the exporter could produce documentary evidence of the 
steps taken by him for putting the infrastructure i.e, land, building and 
machinery necessary for modernisation balancing and expansion. The 
Committee are inclined to the view that even the present subsidy should be 
coaditional, as in the Seetharamiah Committee's recommendation, on 
such infra-structure improvements as are essential to better export per- 
formance. While during evidence they gave its view that "at present the 
f.0.b. realisation for our finished leather goods is not such as to call for 
immediate cash subsidy" The Committee were informed after evidence 
that the Ministry was considering the question of giving " deve1oprn.net 
subsidy". 

Governmat have since decided to grant "Cash Compensatory Support" 
to expsrters of leather and leather goods from October, 1975 to 31st March, 
1976. Governmental assistance to the industry has always to be justified on 
the basis of its performance and only when the industry shares the bendit 
with the worker-producer and by higher export earn ings helps the country's 
foreign exchange position. The Committee urge the Government make 
comprehensive examination of the position particularly from the view point 
enunciated herein.- 

[Paragraph 4.600s.  No. 23 of Appendix V of 209th Report of PAC 
(Fifth Lok Sabha)]. 

Action taken 

The Cash Compensatory Support has been introduced w.e.f. October, 
1975. It is too early to make a review of the scheme except in terms of ex- 
port figures. The export performance of finished leather and leather goods 
since the introduction of the subsidy has been fairly impressive. However, 
while making such an assessment, international market conditions have to 
be taken into consideration. 

As respectssharing ofthe benefit between the producers and the workers, 
the Ministry of gndustrial Development of the Govt. of India and the 



State Government have been informed of the observations of the 
Committee for suitable action. 

[Ministry of Commerce D. 0. No. 4/13/74 -EP (LEG) Vol. 111, datcd 
3 1-8-76] 

Recommendation 

The Committee note that while the proposed Bharat Leather Corpo- 
ration Ltd., would like after production of Leather, the exports of leather 
would be handled by the State Trading Corporation and the Leather 
Export Development Councils. The State Tradin Corporation which is 
responsible for exports is under the Ministry of d mrnerce whereas the 
proposed Leather Corporation which would look-after over-all develop- 
ment and promotion of leather industry would function under the 
administrative control of a separate Ministry viz., the Ministry of 
Industry and Civil Supplies. The Committee suggest that 
Government should seriously consider whether it would not be 
preferable to have a single a mcy responsible both for development 
and export of leather. I f there are two separate Corporations, 
each under a separate Ministry, problems of coordination between 
the two are bound to crop up and may necessitate evolving of an effective 
machinery for coordination. The Committee would like Government to 
take an overall view of the matter and inform them of the decision 
arrived at. 

[Paragraph 5.33-SNo. 27 of Appendix V of 209th Report of PAC 
(Fifth Lok Sabha)] 

Action taken 

The matter has already been considered in depth by Govt., before 
arriving at a decision. No change in the decision appears necessary at 
present. The problem of coordination between the STC and the 
Bharat Leather Corporation would however be looked into so that exports 
are not allowed to suffer. 

[Ministry of Commerce D.O. No. ,+'13/74-EP (LSG) Vol. 111, dated 
99-76] 

The recommendations of the Committee would be carefully exemined 
by the Ministry of Industry in consultation with the hlinisrry of Com- 
merce. 

[Deprutment of Industrial Development D.O. No. 11/5g-76-LRG, 
dated 15-12-76] 



CHAPTER V 

R E C O M M E N D A T I O N S l Q B ~ ~ T I O N S  IN RESPECT OF 
WHICH GOVERNMENT HAVE PURNISHED INTERIM 

REPLIES 

The Committee are not averse to the provision of air-freight subsidy 
if it helps to sustain and increase foreign exchange earnings for the country 
through our exports. Such subsidy could perhaps also be justified where 
Government had satisfied itself that in sending finished leather and 
leather goods by air, the exporters were unavoidably incurring losses or 
bad margins of profit so scanty that the transaction was felt to be not worth 
while. The Committee learn during evidence that government was con- 
ducting a review preliminary in deciding if the present air-freight 
subsidy should be continued beycad 3ISt March, 1976. It is 
expected that relevant factors like cost of production, difference in sea and 
air freight, export prices, the exporter's margin of profit, likely reduction 
in sea freight on account of the re-opening of Suez Canal, lower rates 
in chartered flights, etc. would be duly taken into account. In view cf 
the fact that 70 out of the 146 registered exporters of finished leather 
and presumably made substantial profits, the Committee would prefer 
to have the over-all national interest requires it and where on account of 
the subsidy being made available, the industry undertakes adequate a 
infra-structural changes with a view to a positive, long-term improve- 
ment of India's position in the world's finished leather market. 

[Paragraph 4. $3-S. No. 21 of Appendix V of 239th R?port of PAC 
(Fifth Lok Sabha)] 

Action taken 
The Councils have been asked to conduct a study on these lines. 
[Ministry of Commerce D.O. No. 4113'74-EP (LSG) Vol. 111, dated 

3 I -8-761 
Recommendation 

The Committee are perturbed that in spite of the air freight subsidy 
scheme having been in vogue for more than five years, Gwernment can- 
not refer to such comprehensive and reliable data as would justify the 
scheme. Some material appears to have been collected by the Export 
Promotion Council in 1970, but the Ministry of Finance could not be 
satisfied with the data. Information collected from the Export Promotion 
Council, Kanpur in Feb., 1973 was also found to be the same as that 
submitted in 1979. Some more data was obtained through the State 
Trading Corporation and the Export Promotion Council, Kanpur in 
August, I 974 but that did not indicate the period of exports and were not 
in terms of the quantity and value of costed upits of the total exports. 
The Committee feel that there was no reason at all why the relevant data 
would not be kept compiled and anal-wd meaningfully so that well 



informed decisions regarding such items as the continance o! subsidies 
could be made prqperly. The  Committee urge that the aompilation 
of aut$entic dgta should be given p r i d t y  . and completed without 
further delay. ~. 

[Paragraph 4 -54-3. No. 22 of Appendix V of 209th Report of PAC 
(Fifth Lok Sabha)] 

Action taken 

The Export Promotion Council for Finished Leather and for Leather 
Manufactures, Kanpur has been advised accordingly. 

[Ministry of Commerce D.O. No. 41131'74-EP ( (LSG) Vol. 111, dated 
31-8-1976]. 

Recommendation 

The Committee note the general question of levying a Research and 
Development Cess on all industrial undertakings for the purpose of research 
and development i6 under consideration of the Department of Science 
and Technology and that within the ambit of the overall scheme to be 
thus prepared, the proposed Rharat Leather Corporation Ltd, will also 

" formulate specific scheme to further research and development in the 
leather industry. The  Committee have already expressed themselves 
against procrastimation in this matter and urge that an early decision be 
taken and implemented. 

. [Paragraph 5.38-4. No. 28 of Appendix V of 299th Report of 
PAC (Fifth Lok Sabha)]. 

Action taken 

Noted. Section 9 of the Industries ( Development & Regulation ) Act, 
195 I provides for leavy and collection of cess on any such scheduled indus- 
try as may be specified by the Government in this behalf and the rate of 
cess shall not exceed 1/87:,. The  question of amending the Act, inter 
alia, to provide for increase in the rate of cess is being examined in consul- 
tation with the Ministry of Law, Justice and Company Affairs and Depart- 
ment of Science and Technology. 

The recommerdation is also being brought to the notice of Bharat 
Leather Corporation with the instruction xhat appropriate R&D schemes 
be formulated. 

[Department of Industrial Development D.O. Nu. 11'59-76-LRG, 
(dated' I 5-1 2-76)]. 

C. M. STEPHEN, 

NEW DELHI; Chairman, 
December 19, 1977. Public Accot~uts Comnntrec. 

Agrah~yana 28, I 8gg(S). 



APPENDIX 

Saiat 1 Para No. Ministry concerned 
No. 

I. I .3 Commaa The Committee expect that 5nal replies tr those re~omm~dations/observa- 
tions in respect of which only interim replies have so Ear been furnished 

Industrial Development. will be made available to them expeditiously after getting them vetted by 
Audit. a 

2. 1.6 Do. The Committee regret that instead of drawing up of a crash programme for 
achieving the export targets of leather set dowr for the Fitth Plan period, 
as suggested by the Committee, the Ministry have merely stated that the 
"Committee's recommendation was being brought to the notice of Bharat 
Leather Corporation Ltd." Since the Bharat Leather Corporation has 
only recently been set up, it will take some time befdre the Corporadon 
is able to address itself to the problems of the leather indusuy. In the 
circumstances, it would have been more appropriate for the Miniistry to 
have initiated urgently some conclusive measures to ensure that the industry 
gets necessary assistance and encouragement for achieving the expon tar- 
gets laid down. Keeping in view the limited time available for the replisa- 
tion of the export targets, only a crash programme aimed at rendering imme- 
diate assistance to the industry would be of help. The Committee would 
therefore like to urge that Government should consider what urgent mea- 
sures need be taken to render help to the leather industry for enabling it 
to fulfil its export obligations. 



Do. 

Do. 

T h e  Committee are unhappy that on an important recommendation of the 
Committee which suggested taking up of concerted measures for ensuring 
optimum utilisation of the installed capacity for finished Ieather and Ieather 
foot-wear, no concrete action seems to have been initiated by the M i .  
Though the fact of gross under-utilisation of the capacity for production 
of finished leather and leather foctwear has been recognised, the Miistry 
of Industrial Development have not even considered it necessary ts or& 
an investigation into the causes of the under-utilisation although such a 
request appears to have been made by the Ministy of Commerce in pur- 
suance of Committee's recommendation All that the Ministry of Indus- 
trial Development have done is to give expression to an optimistic feeling 
that the "units would show improvement in 1976-77-. The Committee 
would like a more positive response to their recommendations'observations 
which are made after a great deal of careful investigation of the problem. 
The Committee urge that the Ministry of Industrial Development should 
examine as to what concrete steps are required to be taken to ensure an 
optimum utilisation of the installed capacity for finished leather and leather 
footwear and furnish a report to the Committee in due course. 

The Committee find, that although the Ministry of Industrial Development 
are conscious of the need for setting up of units for the production of shoes, 
garments, sports goods ar.d other leather goods which fetch a higher unit 
value, they are not able to motivate the manufacturers either in the large 
scale sector or in the small scale sector to set up new capacity due to some 
constraints. Whereas in the large scale sectur the manufacturers are not 
eager to set up new units because of the high export obligations involved, 
the entrepreneurs in the small scale sector feel inhibited becase of IoO,; 
excise duty levied on the manufacture of leather foot-wear produced in units 
employing mc re than 49 workers and 2 H.P. The Committee feel that 
since tbe hurdles in the way of setting up of new units for manufacture 
of leather goods have been clearly identified, there should be no difficulty 
in taking necessary remedial measures to get over these problems. Go- 
vernment will do well to address itself to resolution of the problems which 



are now clearly identifiable. The Committee would like to be apprised 
of the concrete action taken in this behalf. 

3. I .16 Commerce] * The Committee note that in pursuance of their recommendation the 
question of rationalisation of the excise and other duties leviable on the 

Industrial Development leather goods has been taken up by the Ministry of Commerce with the De- 
partment of Revenue and Banking. As has been conceded by the Minis- 
try of Industrial Development, the levy of loO/, excise duty on the m u -  
facture of leather footwear does act as a deterrent for the small scale and 
cottage sectors. I t  is therefore imperative that the existing structure of 
excise and other duties may be re-examined with a view to rationalisiag 
it in the interest of the small scale leather industry. The Committee would + 
like the Ministry of Commerce to vigorously pursue this matter with the 
Department of Revenue and Banking for securing whatever relief is possl- 
ble for the small scale manufacturers of leather goods. The outcome of 
these deliberations may be intimated to the Committee at an early date. 

t has b a r  stated that if footwear has to be exported to developed countries, 
raw ox-hide may have to be imported and additionally sizeable finds 
will have to be put aside for setting up development project for ixnprovkg 
the quality of sole leather which is presmtly buffallo-based. The Corn- 
mittee are inclined to feel that since the problems have ROW bem deaf& 
identified, the question of finding additional funds for the setting up d 
development project for improving the quality of sok leather should sot be 
allowed to stall the progress in this field. The Committee need WdlY 
emphasize that fc r making our exports of leather faxwear comp&h? 
the question of quality c f  sole leather cannot be lost sight of. It is ln lbb 
contem that more determined and serious effmts sholuld be made foradiitr- 
ing a real brrakthrough. 

Do. 



T h e  Committee are unhappy over the lukewarm response of the Ministry 
of Commerce to their suggestions to make a comprehensive review of the 
position relating to gant of cash subsidy 4 other incentives kiqg,given 
to the leather industry with a view to ascertaining whether these intmltives 
were justifiable on the basis of the performance of the iedusuy and whether 
they had achieved the purpose for which they were intended. They 
consider that such a review is importarit to decide whether the cash subsidy 
merits continuance and if so, what should be its quantum. They accordingly 
reiterate their earlier euggcstion. 

Cornmeral The Committee regret that although the Ministry of Industrial i eve lo^- 
ment have deemed it necessary to examine the Committee's recommendation 

Industrial Development on the need for a single unified agency for the d e v d o w t  and export of 
leather, the Ministry of Commerce have not given the r&m- 
the consideration that it deserved sad heW given a laconic reply tRat "rbe 
matter has already been considered in depth by Govenmmt". However, 
the Ministry of Commerce appears to have realised the need fh' cmdlna- 
tion between the State Trading Corporation and the Bharat Lathor Car- 
poration. The Committee cannot help reiterating that the functioning 
of two separate corporations, each under the administrative control of a 
different hkistry,  having dual control over the developmert of the same 
industry, viz., leather, is not a healthy phenomenon and the doubts expttssed 

by them earlier in this connection have come true. In fact, as has been 
agitated in the Press, the coordination of the functions of the two orgaaisa- 
tions is a 1.eal problem which has to be tackled effectively. These two 
agencies can by no means be permitted to forge ahead in two different direc- 
tions in the overall interest of the industry. I t  is precisely for t k  reasons 
that the Committee had suggested that the Government should carefully 
consider whether or not a single unified agency charged with the develop- 
ment and export of leather would be more appropriately suited for the job. 
The Committee would like the Government to re-consider whether the con- 
tinuance of two different bodies under different Ministries is desirable and 
if so, how functional coordination benveen the two bodies could be effected - in the interest of the leather industry. 



I .30. A-piculture T h e  Committee have been informed fththat *the National Commission on Agri- 
culture have examined the problems and perspective of development of Ani- 
mal Husbandry as a whole in the country and that the mmmendations 
made by the Commission were under examination for evolving a national 
policy for animal husbandry and dairying. The Committee would like 
the Government to take an early decision in the matter and formulate 
a national policy for animal husbandry withcut further loss of time. 

General observations 

10. I .31 Commerce The Committee find that a number of important suggestionslrecommen- 
dations made by them in the togth Report have been merely noted for 

Industrial Development compliance and are being brought to the notice of the Bharat Leather Cor- 
poration for further action. The C e d t t e e  wish that the Bharat Leather 
Corporation should consider all their important suggestions/rec~mmw&- 
tions and particularly those mentioned klow, for compliance: 

Para 2 . 3  I-Collection of proper market intelligence. 

Para 2.57-Establishment of more integrated leather complexes. 

Para 2.58-Technological guidance for small unita 

Prua 5 .32-Overall devdopmeot of W e r  industry. 

Pant 5.38-Research a d  Development Schemes for leather induuy. 
~ ~ ~ 
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