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I, the Chairman of thc Public Account? Cummittcc 8s nuthoriscd hy the 
h m i t t c t .  ck) prexnt on their behalf this Fourth Report on 'Action taken 
by Government on thc rwommendntirm of the Comrnittcc contrtincd in their 
64th Rcport (Third Lok Snhha) regarding Purchase of Defective Tyres'. 

2. This c i i x  Nils cunsidrred hy the Public Accounts Committce at thcir 
sitting hcld on thc X n d  July, 1967. Thc Committee considcrcd and Ana- 
ltscd this Kcport ,tt thclr sitting hcld on thc 5th August, 1967. The minutes 
of thew \rttmp h,nc been rn.mtalncd i~nd t h u s  form p;wt of the R e ~ ) r t  
(Part I l l * .  

3 1 k j r  1,1c111ty v l  rclcrcncc rhr marn rccon~riicndations/obscrv;~tions of 
the Cotnn~~t tce  haw k e n  pr~nted in thick type in thc body of the Rcport. A 
statenlent showing the summary of the nuin recomrnendationsjohscrviitions 
of thc C'onrmlttcr i\ appended tcr the Rcport (Appendix XI ) .  

6. Thr Committee placc on record their appreciation of the assistaxc 
rcndercd to then) by the ComptroUer & Auditor General of India in the 
ewmination of action titken hy (iovrrnmcnt on the rccommcndntions c m -  
trrincd in the (54th Report of P .  A . C .  ('Third Lok Sabha). 

7 'Ihcc wrwltl uho like to exprc\\ thanks to  thc officers of the Minis- 
tne\ of C'on~mrrcc. Work\, Housing & Slipply (Department of Supply), 
Ikicnce ; ~ n d  C'cntrill Rureiw of lnvcstlparion for the co-operation cxtendcd 
by then1 In plvlng informiltion to the Committee. 

N1.w Ilt  I 111; M. R. MASANI, 
Chuirmun, 

Public Accounts Commirtce. 

*Not. Prmted. Oae cycbtylcd copy laid on the Table of the House and five 
copies pked m the Parlirment Libruy. 
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c a A r T u I  
(i) GENERAL 

1.1. Tbt 64th Rcpat o( the Pub& Acauntr Committee (Third h k  
4Whu) repding 'Purchase of Defcctivc l[Lresl was prcscnted to the Lok 
OIbba oa 3Otb Novtmba, 1966. 

1.2. In rCOtdaLI0c with the tecommcndations made by thc Public Ac- 
m t s  Cammittcc in April, 1963, in their 12th Report (Third Lok S~hha)  
md reiterated in April, 1966, in their 52nd Report. Oovcrnment should 
haw furnished nottsJstatements pursuant to thee recommendations within 
t)VtC mcmths of the date of presentation of the Report to the House. In this 
particular case the action taken on the recommendations contained in thc 
64th Report of Public Accounts Committee (Third Lok Sabha) shr~uld 
have been intimated by February, 1967. 

1.3. During the course of wppicrnentaries on !jtarred Question Nos. 
56 and 73 on 'Purchase of Tyres* which wen answered by the Minister 
of Mum on 27th March, 1967, when a suggestion was made that the 
new Public Accounts Committee should go into the matter the Spcnker 
Otmcrvad: 

"It is an important question. But one cannot elicit the whole 
information. I redisc it is an important question and there- 
fore, thc Public Accounts Committat could naturally go into 
it md give more details about it." 

1.4. Soon a h a  the Public Accounts Committee was constituted, the 
Ministry of Defence and other Ministries were requested to furnish urgent- 
ly statements showing action taken by Government on their 64th Report. 
The Ministry of Defence were also asked to furnish information on ccrti~in 
points arising out of the replies given to the afore-mentioned questions in 
the House. 

1.5. On 18th April, 1967, Government constituted an 'Inter-Depart- 
mental Committee' with the tdlowinp; terms of reference. 

"(a) To fix responsibilities for the various lapses revealed in this 
case on the part of the officer\ in all the three Ministricc; m d  
suggest remadial measures; 

Cb) To take steps to assess the ~OSRCP suffered by the w r i v  ofi- 
ces--r)efe~~, Transport Undertakings ctc.. due tn th: vqr- 
chase of t k  defective t y m  and secure adequat:: compmsa- 
tim from the k g :  and 





(ii) MWISTRY OF COMMERCE, STATE TRADING COKPORATOIN 

1.12. ihun~enting upon Lhc decision of thc Minibtry of L'omn~crce to 
import tyres, thc Public Accounts Cmmittee ( 1966-47 ) h i  in thcir 64th 
Report observed inter-ulin : 

"Initislly, thc cstirnate of thc Ministry of Conintcrcc and Industry 
about thc number of tyres rquircd to nicet thc sttortitgc md 
crush the black nrarkt in the country was far in cxccss 
of the actual nccds. I t  scenls that the cxpcctcd scstrlts of 
the various action taAcn by the Ministry, such its incrc;tsc 
by 20 per cent of thc inqwrt quota d licenccs for thc ittlport 
of tyrcs; rcyuchts to thc indignous nianufacrurer~ to n~axi- 
mise production and issue of industrial liccnces for expansion 
of existing prcducing units of tyre.i and of scttinc up new 
units in various parts of thc oountry, were not taken full 
cognizance of bcforc arriving at thc t a r s  figurc of 2.20.000 
tyres considered necessary for import during 1060 and 1961. 
Moreovcr. thc C'omrnittcc understand that an otliccr of thc 
Development Wing of the Ministry of Cornrncrcc ;~nd Industry 
had suggested in il notc tlatcd 2 1 ~ t  July, 1059. that thc 
Statc Trading Corporation would find difticult to dispm of 
these tyrcs, ns indigenous manufacturers were likcly to stcp 
up their production as soon as they came to know about the 
imports." (Para 5.1 ( i )  of 64th Report) 

1.1 3. "The Committee feel that the assessment of the requirements of 
thc imported tyres to attain the obiective was wide of the mark, specially 
in view of the facts that ( i )  out of the total assessment of 2.20.000 sets of 
tyres, only 1,14,715 tyres actually had been imported; and (ii) out of thcse 
imported tyres, about 20,000 tyres had to be re-exported and despite all 
this, there was difficulty in the disposal of thcse tyres to such an cxtent that 
all sorts of concessions had to be given to the firms and assistance dvtn 
to them in disposing of these tyres." (Para 1.28 of 64th Report) 

1.14. The Committee had concluded that; "the decision to import the 
tyiw in such larjp numbers, costing such a heavy amount of foreign ex- 
change, was rather hasty and not based on full examination of different as- 
pects of the problem." (Para 1.29 of 64th Report) 

1-15. The Inter-Departmental Committee appointed by the Owern- 
mart hrnre sugerttd tbe MSowing reply fn para I(i)-Annnexum I1 of thek 
Repart which has be- accepted by the M~nistry of Commerce: 



rococdlaqlul&~t--d-- A n r v i a r r o l m  & 
April, 1 9 6 0 , b y ~ ~ b r ~ ~ C o r p o n t i o a b d  
mrde ~ ~ o l r  to import 38,765 tyna It was athsrracd 
c h r t t B c n w o u h f b e a ~ f f ~ o l ~ ~ t o t b e ~ t o n t a f  
60,000 numkn during 1960: Thcrcfm, it mr &c&d to 
pSlac knhcr n d e n  tn meet thc shortage during 1960 to tb 
cxtwrt of a further 25,000 tyru. Ag.ind them, orden were 
placed to thc extent of 59,861 tyrcs (including the 38,765 
tyrcr rcferrcd to earlier) upt:) 3 1-8-1 960. The p i t m  was 
further reviewed in Deecmbcr 1960, when, on the basis of the 
expected production of indigenous t y n s ,  a shorn@ of 1,23,oO 
numbers was estin~oted for 1961. This dckieacy was a m 4  
at after taking into account all the favourabk factors referred 
to in para 1 29 of the PAC's Report. Tht Ministry of Com- 
merce and Industry was in fact in close touch with the pm 
duction ppgramrntr of the indigenous tyre manufacturers ' a d  
were rcccivtng half-yearly returns of their production figures. Ln 
fact, against thc cstimatcd production of 10,R4,00Q giant tym, 
in 1961, the ircrual production amwntcd to only 9.%9,470. 
Comparcd to the cstirnr~tcd requirements of 12,07,000 tym for 
1961, the estimated deficiency of 1.23.000 tyres e d  on the 
urfc side. It was, thcrckm, decided in December, 1960 to 
place orders to the cxtcnt of 1.20.000 Qres to meet the dcfi- 
cicncy during 196 1. No difficulty was experienced in the 4;s- 
~ o s s l  af the 59,861 tyrel; ordered upto 31.8.1960 against the 
shortage during 1960. Howcver, tho difRcuhiea that were cx- 
purkncad in thc disposa\ of 73,680 numbem ordered wbt# 
q m y  apirjst the requirement of 1961 probably w m  aq fd- 
krws:- 

( a )  p d b k  advcm propaganda amcd out by the Indian manu- 
-. 

(b) a fdeling on the patt of potential purchasers that the imnorted 
tyrcs may not hc as good as indigenous tyret, reluctance on 
their part to ,go in for imparted tym .Sid their prtfertnce 
to wait for sometime to purchase indigenous tyres when avail- 
able." 

"The linkine of the allefzcd overestimation of the import requite- 
ments with the difficulties tmerienccd subsequentlv in the dis- 

; 
posal of tyrcr imported in 1161 i s  n N  t h c m k .  justifiable." 

1 .16. Tke Cornmincc note that. against the directive dated 20th July. 
1959. by thc Ministry d C!ommcicc to hc Sglc Thding Corporation to im- 
port l , 0 0 , 0  giant tym, the actual impits permitted wwe for 60.a t F  



art d rrhich 59,861 t p a  r ~ c w ~  ordmrrd upo 31ot Aogust, 1960, urd th.t 
& I l & r l t i e s w l e i c ~ a p r i o l k c o d ~ s t b c b : ~ .  

1.17. 'IRc inter-Departmental CernmiEoac barc coonded in 
cbeir Report that difficulties were uperianccd in tbc dismal of 
73,680 t y m  wbich were Pllowcd to be imported by the nomintcs of 
Slate Trading Corporation in 1961. It will k recalled that these 73,680 
tyns were imported in terms of a specific directive issued by the Ministry 
of Commerce to the State Trading Corporation on 5th December, 1960. 
This lcttcr 01 the Ministry was issued in pursuance of a note recorded by 
the then Minls~er of Industries on 14.10.60 to the following effect: 

"In pursuance of the decision taken at the tyre meeting today the 
State Trading Corporation may be directed to arrange for 
the import of one lakh giant tyrcs (complete with tubes 
and Haps) from the rupce payment countries and on barter 
basis. The supply should be completed by the cnd of 
September. 1961 at the latest." 

1 . 18. The directive issued by the Minktry of Commerce to the Statc 
Trading Corprration on the 5th December, 1560, for import of 1,20,000 
tyres stated inrrr-aba: 

"Uuring 1961, the production of giant tyres would be approximately 
10.84.000 numbers, an increase of 1,50,000 numbers over 
the 1960 production. The increased tempo of retreading 
activity would be maintained and a larger pcrcentagc of 
worn out tyms would be brought back into service after 
*treading. The existing capacity for the manufacture of 

t y n s  is being fuUy utilisad and adequate additional capacity 
has already been licensed. In-spite of these favwrabb 
factors, it is estimated that there would be a shortage of 
giant tyrcs in' the country to the extent of 1,20,000 numbers. 
durinc the calander year 1961 . As in the case of this year. 

it w d d  be @al to mPlre arrangement for the import of 
at least 1.20.000 numbers of giant tyres through the State 
Trading Corporation. Adequate provision has to be made 
fx the import of tyres in our trade agreement with the Ea~t 
Euroxan countries. Since the shortage would be most 
acutelv felt during summer months when the demand for 
tyrm i~ at it'; heipht, it is necessary to make immediate man- 
gevcnts for importq so that the imports commence reaching 
Indh by March, 1961. The bulk of the s u m l y  ,lyhoul(l reach 
India before the ertd of June 1961. The States Tradina Cot- 
poration would anangc distribution of imported t v m  through 



the lyre rnclnulecturcrr in nccdance  with the fncnal 
arrangcnmts arrrvcd at in 3 nrccting attcndcd by represento- 
tivw ctf the tyrcr c r m p n m .  the Stale. Trading Ccwporation, 
M~nistry of Conrmcrcc and Indurrrica and Ckvclopmfnt Wing 
ant! prc'r~dcd over hy Ninrsrcr of Industry <rn 14-1(&iYW.'' 

1.19. During cvldcncc. tl~c rcprcscnlativc of the Ministry of Commerce 
w&+ uskcd how thc M i n r q  had come to the ronclu\ion that there would 
k a gap hctwccn rhc cmn;itc.d ~cr~uircmcnt\ and e4matcd production to 
warrant rhe 1rnpc)rt of I ,IO,(HW~ pr;inl t p m  in 1961 h) lhc Stitle Trading 
Cnrprr:i!ion. l h c  rcprcwmlive of the Ministry rtatcd that: 

" f o r  assc5sirlg thc tlcr~~irr~d for 1961, thc D.(i.T.D., then known as 
'Ilcvcl(y)rr~cr~t Wing, hid hccn askcd t o  go into irldigcnous pro- 
duction, c;tp;icity installed and dscl thc ;~cttlal levcl of proddc- 
tion which ha\ been rcachcd by thc indigenous unit\. 'l'hcy had 
takcn into ncccrunl the rcquircmen~s of existing vchiclcs. their 
rcplaccmerrl rcquiren~enta, a small quantity which had to be 
kcpt in rcscrvc, and ;~f!cr taking ;ill this into i~ccount, thcy csti- 
rtietcd thc totel dcm;lnd of tyres as 12  lakhs ;~nd cstinlatcd the 
totd prtduction in ttw country a5 10 X3 1;lkhs. Thus they 
cnme to 1l1c concluion thnt thcre was a gap of about 123.000 
In be fillcd by import\. A detailed exercise had been nude by 
the Dcveloprncnt Wmp t:rking into account not merely the cilpa- 
city but ulso thc levcl of production rcnched by thc Jificrcnt 
units and thcy came lo the conclusion that 1,20,O(Kl units had 
to be imported to meet the demand.'" 

I .2O. The Committee then drew attention to the following notr record- 
td by thc'Dcvelopment Officer, Rubber and Chemicals, of the Dcvclop 
mew Wing on 2 1 st July. 1959 which inter-uliu stated: 

"Thcrc is reason to believe that the supply position of giant tyrcs 
would btcorne satisfactory soon due to the following reasonns: 

( 1 )  The cumnt  shortage of giant tyeres is of a marginal nature 
and the increased indigenous production due to the irnpk- 
mentation by M/s. Fimtonc of their substantial expansion 
scheme and going into production of M/s. Dunlop's factory 
at Ambattur would MKW be more than adequate to mect 
the idigenous demand. 

(2) I h e  peak period (ApriI-June) for the &mand of giant tyres 
is over and with the daaet of ralns in the country the 
Q m d  has very caclsideraMy dacnastd. 

(3)  Arrangements have already been mads to augment our io& 
p o w  pmaadion by imports Public Notkc No. 48- 



ITC(PN)/S9, datod 18th May, 1959 with rcguni ((1 the 
lissuc of suppkrnentary lic-enccs rcfcrs. 

(4 I Pcrntissron to import 4,800 giant tyws is t w n ~  i\\ucd tcr 

M s. CEAT Tyrcs of India Ltd., Bornhit! on thr hii~i.; of 
their being able to obtain t y m  front their pirefit company 
on a loan to bc: rc tumd in kind within two yr.m after 
their production in 1ndi.i is established." 

"If thc Statc Trading Corporation decides to inynrrt the tyrcr, ditli- 
culties might arisc for disposing of the tyrcs and there is ;ilso 
the lihclihcnd ljf thc State I r d m p  ('orpolation incurring losses 
due to the following reasons: 

t I ) Lvcn it the State Trading Corporitticm move\ in thc mattcr 
immed~iitcly, it  would tukc a1 least 3 months for the imports 
to niaterialise and hv thcn the indigenous priu1uction would 
be adoquatc to meet the internal dcmands. 

( 2 )  'I'hc cost of imported tyres is pcncrally hiphcr than the price 
oI  thc corresponding indigenous tyrc. 

( 3 )  7 I I C I C  I \  d cori~irriw prcfcrcnce for giant tyrc\ rnanuhcturcd 
In I n h  (Ilurlng 1956-57, whcn the tyrc cornpanics wcrc 
pcrmrttcd to Import ;I large quantity of giant t y r w  thcy 
~rcpcricnccli dilt~culty In wllrng the imported tyrc\ due to 
thc wnsurner prefercwe for ind~penour tyres which give 
bcttcr, scrvrcc a\  thcy arc built to n~cot Itxal condit~ons 1." 

1.21. 'i't~e rcprescntativc of the Ministry of Coninicrcc stilted 

"I must admit that when the Ministry made the assessment of the 
dcnland in 1959, they did not consult tho Developrncnt Wing 
to makc a completc assessment of dcmand and supply. In 1950 
when thc Minktry took the decision to allow imp01 Is  upto 
1 ,OO,OOo units i t  was more or Icss an ud hor. dcciuio~~ b i ~ d  
upon the assessment which the Ministry could makc, b;wd 
upon again the complaints that had been received in thc Min- 
istry. but i t  was wry in1pc)rtilnt to mcntictn on l:rct. When the 
Ministry decided to allow imports upto 1,00,000 units it wns 
not the intention that I.C)O,O(X) unit$ should hc imported. Each 
time the State Trading Corporation was asked to place an ordcr 
for import in small lots of 4750 and iike that and the Ministry 
went into the question of actual demand and allowcd them to 
import only after it had been carefully gonc into by the Minis- 
try. Some time in the beginning of 1960, the Devclopmmt Wing 
was asked to assess the total demand in the coufitry. At that 



the -t WW cxpcrrd the view that tbe num- 
ber af unltr to be imported mnrld bc 60,000. When thcy 
tkol, the !ka& Trading Corporation had dm* i m m  
38,000 rud the tmlancc to be imported according to the aapcrs- 
m n t  mrdc by the Develapmcnr Wing was about 22,000 units 
Therefore, in 1W the view d the Development Wing war 
that there was a p p  of 60.0 to he covered: 38.000 hnd 
already bocn importsd and the balance of 22,000 was to be 
imported. That io why the additional 20,000 units wem 
impcwted. So in April 1960 the tatal & m a d  was a s w d  
at 60,UK) and thc impand had baen mdc to that extmt." 

I .22. The sttentran of thc rqmsmtllttive of the Mtnirtry of Com- 
m c r u  W B ~  drawn to th~a apactfic directive irrued to the Stlttc 'Trading 
CMporatlon in r)ocembu. 1960. "to make arranpcnltnt for the Import 
of at kast 1,20,U) nor. of giant tym"  and hc was askul whether It 
would not be correct to say that the mpmxihiltty of thc Mintstry m 
very clear in as much as they gave the directive nnd approved lts m p k -  
mentation thrrwghoul. I h c  teprcnentaltvc of the Mlnistry rcplted In the 
&rrnative. Asked how this was compatibk with the autonomous status 
4 thc Statc Ttading Cbpra t ion ,  the Secrrtary, M~ntwy of Commerce. 
stated : - 

1.23. "The State Trading Corporation is an autonomous body in 
regard to the tradc which it carries out on its own con~mcrcial 
judgement. But when the State Trading Corporation is used by 
thc Ministry as an instrument of its @icy either for thc pro- 
motion of exportti or for bringing about a balance between rmp 
ply and demand then the objectives far the State Trading Cor- 
poration's working are set by the Ministry. In this particular 
case what happened is, as the Joint Secretary has explained, 
after making an asrttsrnent of the gap and after taking the vicw 
that unless thc imports are effected the users w71 suffer a great 
deal of difficulty and there would be a price rise, a judgmmt 
was made that, instead of pcnnitting the imports through estab- 
lished importers, because it was only a temporary situation, and 
if one wished to influence the market ad hm inside the muntry 
the best instrument far filling in the gap would be the Sule 
Trading Corporation. But because we could not be absolutely 
am, wa did convey the diroctiw to hem: our judgment is 
them will be a demand of 1,00,Qd) Unit% please * 
impomtian; but cacb time pie 8s a rtfcr- 
.tact la the Ministry so as to gipt tbc Ministry an o~~orhrnity 

a second vicw of the dersQFm~M in the t e e t  m- 
tioml" 3. ,, I- * *. 

4 ' .  4.w. wd yhsliar it wo;ld not have bwa d ' m r i -  * 
thc autonomous status of thc State Trading C o F p o ~ ~  if a t t m h  d 



t& SUtE Trwtiag CorpMartiax bad beca drawn to the ahortap .nd t h y  
bad k*n &ed b ~magx! for import on the husis of their own colpl- 
.rsldrl judgoart, the Secretary of the Ministry of Comrncrcc staid: 

"If 1 may be permitted to say this would have been inconsistent with 
the Gonmmcnt'r t k n  policy and the present policy that the 
State Trading Corporation is a repistcred and private entcr;wisc 
and it cannot be given prcfercntial treatment against other cn- 
tcrpriscs. If importation is to bt canal id  through the State 
Trading Corporation only then a Iimited authority in relation to 
that field is given to the State Trading Corporation. We cannot 
transfer the responsibility for judgment to them." 

1.25. The Committec desired to know how the Ministry of Com- 
mrce  had directed that the import of giant tyrcs in 1961 should he 
1,ZO.OCW) when, accordmg to their own admission, the actual imports 
allowed in 1960 were only 58,000. I'hc Committee further desired to 
know whether the Government had tried to find out the number of 
whicks which were expected to be added to the existing fleet in 1961 
which would warrant the import king doubled from 1960 to 1961. The 
reprcsentative of the Ministry promised to furnish a note indicating the 
hasis for assessing the import requirements. The note received from the 
Ministry is reproduced as Appendix 111. 

1.26. The representative of the Ministry of Commerce was asked 
about measures taken or proposed to be taken by Government in the 
light of this cxpcricncc, to ensure that they do not direct State Trading 
Copration to import goods or commodities without making s m  of the 
gap between the requirements and the estimated indigenous production 
The Sccreqary. Ministry of Commerce, stated: 

"We have learnt the lesson that the demand should be even more 
carefully estimated than it was estimated at that time." 

1.27. Asked about improved procedures for the assessment of the 
&nand and production, he amplified: 

"'Ik only institutional change which has been ma& is &at the 
Directorate General of Technical Development which used to 
be within the administrative control of the then Ministry d 
Crnnmcfce and Industry is now independent of the Ministry of 
~ommerce. I do not know whether it would have a bearing on 

c o ~ t  or less correct estimation of &mand and produc- 
tion. I leave it to others to judge." 

7 h c  sucoad hdor,.if I may dd is that in certaia cases, wbere the 
troubk oould be of a mat pmirting nature, now we have in- 
v t  m m  

, . lELc tht National Council of Applied 
~coaom~:  RUUMC~, ~ b c y  have, in csses wbetc retenma haw , 

becamadetothcm,to & b t e t b t U i r b # r & ~  " 
can." 



1.211. Ankd vhcthcr I! was a tact that the tyrc manuf~cturcns who, 
acwding t thc Mlnihtry's drrcctrvr: were crrpmlly to act as agent$ fw 
distrihnion of in~pund rye\ \ht?*rd lildc enthusr;r\rn lor undcmking 
thc ducrihtion of rn~prmcd tytr~ .  lhc reprcwnlstibo 0 1  ~ h c  M~nir iry of 
Cmmru: rtatcd 

"lhe Mlrrlrrry was dl the time vcry clear in ;I+ conviction that rherc 
wus ir pap of ahout 1.20.0W tyrc\ 16 bc cowred. M'hen the 
Mirl~rrlry dccldctf t r r  allow imports of such hrgc quantity thcy 
thought that i f  would br hctkr tcr bring in thc manufn~?urerh 
alw for rhlr prflxlse. Rut tllc n~anufacturer'\ rcluctancc did 
nor. ~ h i ~ l c  the Ministry from its mvictic~n that thc import wa$ 
nccewrt to meet thc dcnnnd. They might have had barious 
othcr rea'~on$ for not whhinp to  takc up this r c~pmih l i l v .  I h e  
Min~rrry was convrnccd of the need for irnpcwtalton \ r f  t k s ~  
rvre.s and thcrcforc asked the State Trading Corporation '0 ('17 

the zenlc " 

'The pnductian of gimt tyres of ill1 sizes dttring 1960 and 1961 
was as follows:- 

I960 . . . .  9.4.5.862 Nos.* 
19hl . . . .  939.470 Nos. 

Although thr break up of these figures in diffcrcnt &s and piy- 
rating of thc tyrrs urc not ovailabe. it may be stated that the 
bulk of the production was in sizes 7.50-20. 8.25-20 aad 

-----____l__l__ " l_--̂ .l--ll. IC -. - e l - -  
--. 

* Ths Ministry of Commem have now clarJled that the acutal produc- 
tion d t . ~ %  in 1W was 9.451882 and that the figure d 6.11.W t- 
indicated in the note of Department of Supply dated 3-9-1986 (page 74 of 
1With at Public Amwurts Committee) really pertained to the *r id  
Jab~lry&gu~I, 1960. I 



1.32. Ik CorrlSlin 60 .a( rcccpt tbc qgestloa of thc 1.tar.1 
Dcipr&erbl Camdta %at Cbc d tbe dlqd ovetwstimsrtioa 
d Hc h p d  rrqllnnw& with the difbmUa aparhaced aabwqucntly 
k Ilk dkipod oQ Qres irPportcd in 1%1 k lrst Unacbcm jirrrtfflnbk.* 
T & y f ~ t h P t I f * ~ l u d O e e e ~ r s s r ~ t h e p p  
khvrm the &mad a d  tk! wpplj w d  have bocs found to hc fat 
-cr. In fact, it would have been found that there was no justificr- 
t h  for the MinkJry of Comncm to d k c t  tlke state 'I'mdinp: Corporsthn 
lo import dp.1 tyrrs, lo UK hlac! 0Jf 1,2(b,Oo ia 1961. 

133. 1t & wt clear to tbc Colnrltla why the W t e  Trading C q t r  
nfior w m  aat slidGIfd to import t ? m  b a d  am their own commercial 
mnrat a0 tbc country's requirelosrb. Tbe Cornmiltee wne given to 
mnkmtsd 1. cvldcslce b? the lur~rewntative of the Minhrtry of Commrrrc 
dmt the Sbtr Trading Corfww~tion were allowed to import tyrm in small 
kQ d 4,750 or m. Tbey find, bowever, thtd t~rderu for the import of 
40,000 bn* by I41 5. Ramkrkhan Kuiwilnt R d  wcre dlowed to bc placed 
ia Fcbnulr), 1961, wkUc c m k s  for Lbl: import oE e r  15,500 tyrw 
were allowed to be placed by M R. GIS!!X.l during March. 1961. Thk 
daec not Whte that orders for only a strrall lot of tyre\ were allowed io 
be placed each time and that the need fcw the import wuc, also mumined - 
W each st- in debti! by the Miahtry. 

1.34. It h q  a h d y  been mentioned by the CommMce in their 64th 
Report (Para 1.30) that tbc !We Trading Corporution in their letter 
Wed 13th October, 1961, had told M/u. Rnmkric,hnn k'alwmt Rai "to 
kfcr fol(4rcr sbipmcats till such time, PS the exluting stocklr arc liqasi- 
dated", mi the &m already had large stock d tyres on hand, but Shri 
Yakvad ad, "Baneva, .~s~aed our DivkW Manager that you hnvc 
mo djfRC11#y in tbe sale d tym and that the licence may be rtkaped." tt 
krrgrr l t .b l c Ih terer . tU l f foWct i rae lyPctknwmadtnk~~~toMop 
aatbasbiprsatodtyna 

1.X Tk Csrdltsc a3*cat 8rl re- the o ~ ~ . s  rnadc 
~ c r r r Y e r f . p s r r 1 ~ b 1 ~ r d 5 . 1 d t k i r 6 0 1 h R ~ 1 M t b c  
~ b i . I ) O r l ~ ~ L I ~ b ~ ~ m b a a ~ 4 P p c c p U * ~  
r * l l r k ~ m t ~ b l ) u . l ~ ~ ~ ~ e x a ~ o f d l ~ d t ? m  
probRa. O . c d t L c c o r d r l k d g f o c t o r r , r p o W o d b y & m  

1632 (Aii) %2. 



1-36. A* ol~wed by the ,hc2lr), R l t n l v t ~  d Corarrce,  ia ev3- 
dcmm, the Commitlw hope that tk .Slirrhtrj will  be lnon d n l  awe 
mmsiq the rctyoirearmtr of dilfrvcal commodities, their indigemoms 
pno(hrctkm and thr mvd for import in futun.. 

Profit hltrdr b! h. '1. C'. 
1 . 3 X  " I  I in  I 5 2 f t !  4 Rcpwt h.ri! ncrrcd 

with rcgli9l Ilir. ,it(l~rrdc . I \  tlr\rliwd I)! tnc \IC" rn thclr r ~ c ~ t c  \ut>n~~ttcd 
to llrc ( ' ~ I I I I ~ I I I ~ C C  uhcrvc'ir~ t J i q  I I , I ~ E  '1 t .114 ( i ~ , i r  vn thc crltlrc !>re 1ran.i- 
D C ~ I O I I .  f!ic S I C L ' J I  f i t  , I  prolit \~111ttw1 I I ) ~ L - ~ I I ~ ~  :I \ in~!c :  I upic..c. "Ihe 
Cotii~n~ifri. i i i r L  11t1t  I I I ~ ~ I I C \ ~ C C I  n 1 1 h  I h c  f ~ t  I ~ U I  .i \I!I;C protit \!:I< mxle 
hy !?I( .  SIC' . I \  tlicy Iccl 1h.11 unclrr [ t i c '  L J ~ C U ~ I I ~ ~ , ~ R C C ~ - - ~ C ~ ~ I ~ C ' ~ ~ ~  condi- 
tjow ml flit. p o i \ c r  .a114 thr p,r~,t~t:lgr* t l ~ t  S'I'C enjoy\, i t  was not difticult 
to e.un w h  prolit%. 

1 .&I. Thc  C'omrnit~cc. Jcsircti thc S h t c  Trad~ng Corporation to 
"fi~mish 11 s t a t c r i ~ ~ ~ i ~  h w i n g  t l ~ c  hrcrk-up of the price charped iron1 
cansunws by the S.'T.CT. distributors fur dillerent sir:.$ of imported 
tyrcs? tnlorrrr;ttiirn nIil\ br pivcn distributor-u.iscr. and if  possible, the 
nunllwr of tyro sold by each distributor at thc price indicatcd may be 
shown.'" 

1 . $ I .  Thc reply rweivcd fronr the Slate Trndinp Corporation is 
reprtxiuccd k l o w  :- 

"The <ale price of the imported tyrcs were initially fixed at the same 
Icvch :is the list prices of indigenous tyres in similar sizcs. The list 
priccs for diffcrcnt sizcs at which the tyrcs were being sold up to 6th Fcb- 
nary,  1962 (when STC removcd restriction on the prices so as to facilitate 
the sale of imported tyres) are given in Aqpcndix IV. Thew list prices 
wen uniforniully applicable to the tyres of the same size and ply-ratiag 
imported from different countries," 



1.42. "As regards thc pias charged by the distributon after the 
m v a l  of the restriction, it may be stated that they sotd tirtsc tyres 
away at such prices as t h e  muid fetch not exceeding thc list priccs of 
indigennus t y r e ~  in corresponding sires. This informatiirn in nbspc.ct of 
numkrlcss tmnstlcticnns that thc various distributon ;11:1y have cntcrcd 
into to Jisptw of their stacks will haw to hC collcctcd spr.ci:rlly ;\nd this; 
ciinnnt he accompl~shed withm the short time that is nvuilable." 

1.43. "It may be mentioned here that on the list price\ indlc,!tsd In 
Appendix 11' the importing firms were prnrittrd from t~~ . l . r t  to tlmt IO 
offtr J I~COLI~IS  to Gwt.  Departments. large fcct owners, tr.nncprt !inctc~- 
f a k l n p  and 10 other actual 11wr.r." 

1.45. The Cornmince note from thew statements that them w a s  a 
dafcrence of about RF. 100 in the landed pricc of u set ol one iteportcd 
+re*, tube and flap Mrfior in qualit! to lhr irrdvgcnour Ijyc' ctc. und the 
licut p r i m  which were permitted to Iw c~i~rpet l  h! the S'I C' till 6th Pcbr~nrr!, 
1 "It would have k e n  twttrr if thc sale pricc tiled b j  the S.'1'.('., 
mhh a margin in their favour, had liwd in consultation with <' mcrn-  
rnent $0 lhnt it could haw been con3idcrc.d whethcr i t  was wiw to ullow 
such n margin for a public W o r  t~ndcrtaking without adequntelj sllo*+ing 
for the iatcrr.4 of the consumer." The Committee cannot help concluding 
that 11 was  thiv lure of making em! profits at the expenw of the conrlrrncr 
which tempted tbe STC and the private part& to continue to imporl t>rw 
in such large numbers, and to fail to diPclose their lower specifications und 
defects lo the u m  including defence. The Committee consider that a 
Gowrnmental u n W t t g  like thc W e  Trading Corporation should pay 
greater attention to the interests of the consumerv for w h w  benefit it harr 
been set up. 
~ u u l i t y  of imported ores. 

1.46. The Committee, in paras 2.36, 2.37, 3.30 and 5.1 ( 2 )  of their 61th 
Report, had dealt with the question of the quality of imprtcd t y m .  They 
had observed inter-alk: "The State Trading Corporation had shown a lack 
of appreciation of the essential requirements of this case, such as ascertain- 
ing the quality, specifications etc. in thc beginning before they allowed 
these imports of tyres." (Para 5.1(2)  of 64th Report) "It is indeed wr- 
prising to note that the State Trading Corporation did not verify that the 
lyres irnpored were of the b a t  quality and material. The Committee feel that 
there was a failure on the part of the Statc Trading Corporation to verify 
whether the obligations under the contract which did contain a ciausc about 
the quality of the t y r q  had been fulfilled or not. The Comdltcc conidcr 
this to be a serious l a p  on the part of the Statc Trading Copration". 
---- - __ _"----.----.-- 

*Sizes 750 x 20 and 825 X 2. 



I .J7. Ikc Comnirttcc mkcJ bow the q m i f i c a h s  for the imprt  of 
tyrcs wcrc drawn up by thc Statc Tradmg Corporation and whelher the 
rrpprovnl of the Govcmment was tnken ahout these specifications. The 
State Trading Corporation havc srntcd in a wrrtten nore: ''On reccipt of the 
Govcrnnrcnt's directive datcd 20.7.1959 for arranging imports of 1,00.CXt0 
sets of tyrcs, the St;ttc Trading Corprittion ~nvitcd offcr~ from vsrrow 
Ewt Europesrn counttic\ for fhc diNcrcnt sizes ol the tyrcs that were rquir- 
4. On rcccip of offers from CTrm and Czechoslovakia. technical data 
along wtlh litcrnturc In rczpcct of tyrcir availahlc from thesc countries was 
farwerdcd by the Statc Trod~np. Corpcmtrion to thc t)cvclopmcnt Wmp 
requesting thcm to examinc the same from the p a n t  elf view of dimensions, 
prebrute, Io;\d erc. \ I . \ - ~ J - \ I \  ttrc 1nd1.1n t\rc\ and wnJ thcir vicwb to the 
Corporation. The Dcvclopmcnc Wing, howcver. rcturncd the literature 
a t s t q  thitt in so fur irs tmprrt :rnd 4 c  of consumer gcm& by the Slalr 
Trading Corporation wcrc cnnccrneci, the Stntc Trading Corporatian was 
to hrndlc thc mutter w~thout rclcrrncc to thc Dcvek)pn~cnt Wing KcCprnp 
in view that the specificirtlon\ ucrc prwtded by Government owned com- 
ptmicc who could not, withtrut cawing dclnyr, bc prevailed upon to modify 
?hc specific:~tions, the Stntc Tmding Corporat~on adopted specifications 
given by thcm." 

1.48. Thc Committee further n 4 c d  whcthrr thcsc spccifica~ions v a t i d  
lor the same s i x  from country to country and from time to time in respect 
of (R ) weight load to be borne by tyrcs ( b )  weight of the tyrcs ( c )  number 
of plies ( d )  licavy duty structure ( e )  size of the rim and ( f )  tropicnlisation. 

1.49. The Swtc Trading Corporation havc stated in their reply: "The 
specifications of rhe tyres importad from different countries from time to 
time did vary for the similar siec. A comparativt statement giving infarma- 
bon a$ to the specifications to thc extent ovailabc of the lyres import& 
frum various coattries is anached (AppcMfix V)." 

1.50. The Committee asked far the reasons for variation and huw they- 
compared with & rpailia8oa. for mmspndmg tym rnmafactund 
within thc caunhy. 



1.5 1. Tbt !&a& Tracfhg Gxpomth have stated in their w: 
imported ym; wrre according to certain spcciscatioEIs adopted md mu, 
t o c t u d  ia the East European Countrice and were m e w h n t  different f r m  
the specificstfatus of the indigenous tym. The imported tyres could n d  
ctwnparc in specitica&oas as well as p c r f o r m ~ c  strictly with those manu- 
fitcturcd in the country on account of the fact that indigenous munufactrrrcrs 
talc Into account Indian road conditions, provide adequate safety mureins. 
Thc tjres ntrrdc iti diflcrcnt countries were of different spccitications. In 
Fast Eunqcm Countries from where State Trading Corporatian nrrimgcd 
rhc import, the* tym am used all over for the same purpose for which 
the) were used in India after inrpbrt. I t  mnv n l w  be n~cntioncd here that 
the uergfit of imported lyre\ in crrtwn consipments might hnve bccn some- 
what lowcr than what was initially st ip~hted.  hut the weight of tyrr\ i* not 
necezsarily a measure of strength of the tyrc+ and ~t is, uruier certain condl- 
tions. likefy that a tyrc of lighter weight may give u bctlcr performance as 
compared to a heavier tyrc. A comparative statement showing thc detailed 
specifications af the tyres imported from various countries vis-a-vis spccifi- 
cdtions of Indian tyrcr in similar sizes is attached herewith (~ppcndix  V \ ." 

1 .S?.  Thc Committee find from the comparative statement of spccifi- 
ciitio~ of imported giant tyres as compared to indigenous tyres that thc 
irnprtcd tvrcs werc inferior in specifications 4 . ~ .  thickness of tread, depth of 
trend, muximum lo:d and p r e w m  than the indigenous tyres. 

I 53.  Apnrt from thcsc shortcomings in the specifications, the Corn- 
mittec find that there were several commtrnications from M/s. Ram Krihrn 
Kulwrtnt R i ~ i  and CitSSCO about the defects noticed in the quality of impor- 
ted tyrc5 conipiired with the specifications hid down in the agrccrnent~. 
T h e  shortcomin~~ are dircusscd in the following p m ~ r a p h +  

1.54. Messrs Ram Krishan Kulwant Rai in a letter dated 5.3.1962 to 
hlcssers Chernlimpex, Budapest, with a copy to thc Statu Trading Corpora- 
tion reported: "The weight of the bigger tyrc ( 8 2 5 / 2 0 )  i \  only 33.80 
kilograms as again31 41 kilograms prescribed by the specification dnd weight 
of the 'smaller tyre (750x20) is 27.50 kilograms as against 29 kilograms 
prescribed." 

(ii  ) Number of Plies 

1 S S  Messrs GISSCO compla'd In a letter dated 27.1 1.1961 to tb 
&rcQuy, Minis!ry of Commerce and Industry that "In the 825-20 drc 



t y r n  the marking in fad in went1 c a m  ir lhrt Lhc tym arc only of 10 ply. 
thartgh 12 ply t y m  wcrc required to be suppli6d. In mms cascr the pty 
n ~ a r k m p  an nat existent. In stdl othcrr, the marking of thc 12 ply i\ cru- 
dely  ovcrstamped c.m thc markrnfr 10 ply scr that both markings arc visible." 

M w r ~  R i s m  Kr~slrm liulu;rnt Ral tn their lettcr dated 5.3.1962 to 
Mcsvl C ' h c r t ~ l ~ n l p x ,  f J u t l , q w + t .  ~ t t h  i t  rndorrmcnt r t j  the St.tte Trading 

Corporution had statcd rrrlrr dm. 

" . . Sonwtirt~c after the 4 e  had commcnctd complaints started 
p~u i tng  In iind on I t ~ k t n p  Into thc matter we discovered that 
ttic tyrcr Arc ttoi of 12 ply. nor arc the small tyres sf 10 ply.'" 

1.56. Mcsm CilSSCC) in A lcttcr dater 14.10.1961 to the State Tradins 
Corl>cwation stated intrr-r~lia that "Morcovcr, thc tyres which have hccn 
irnpwted arc not of thc hcwp duty btructurc. Thesc have cdJed for various 
udvcrw criticisms d thc user\ and dcalrrs." 

1 . S 1 .  hlcsrcr.c CilSSCO in :I letter d.ltcd 13.1 1 .I961 to Joint Secretary. 
Ministry of C'orr~n~crcc m d  Industr) statcd rn!c.r-uliu "Thc size of thc tyres 
is also smdlcr ;md the rim alw I \  9 in\tcud of 6." 

( v ) Tropicalisation 

1.58. Mesm GlSSCO in ;I letter dater 27.1 1.1961 addressed to J o ~ n t  
.Fecrctory, Muustry of Cornn~crcc A. Indurtry potntcd o u t  inter olra "The 
tyrcs ;rrr not tropicul~rcd thouytl t r c 4  nlc-ant to be uwd in the lndian con- 
di~ton\  wtrc rcquircd to bc supplred" 

1 39. Mrssr\ Rnm Krishan Kulwant Rai in a letter dated 5.3.1962 to 
Chcmlimpex, Ruiispcst. with a copy to State Trading Corporation had 
stated intpr olra that "therc is same dcfcct in the composition of the rubber 
in the tyrcs also." 

1.W. I t  would be prrtrncnt to crate here even the views of %!essrs 
GISSCQ iind R m  Krihhun Kulwant Rai regarding the quality of imported 
tyres. 

'!Since thc percentage oi tyre failures is so much. it is clear that the 
cntirc stock of tyrcs imported is of inferior quality." 

(Extract frotn Mcssrs GiSSCO's lclt!iyr dared 1 3.1 1 ,196 1 to the Joint 
Secwrary, Ninistm of Commerce and lndusml wid cndorscmcnt to Stare 
3rrmfin8 Corpt~rdion) . 



"my (imprted tyrcs) were entirely vnsuitoblr for use irr whicler 
in this cnuntry." 

1.62. ')'be Committee are unable to appreciate how the how the Rate 
Trading Corporation, redislag fully that the known spcifications of the 
tym from Fa4 European countries were It'; to IS', short of Indian 
aptcYcotiolu coasidered tbmwlvcs )usiified in placing o r d m  for tbsb 
patch.sc ia such large numbers from these countries. Prudence required 
.tR.l tbe SI.te Trading Corporation should have brought thew short-comingq 
s p c e i f i d y  to the m i c e  d the Government so that they could review. in 
tbc HgN tbcmrl, their list for the impor( of tyea in such large numbers 
from tbe Ehst European countrim urd consider whether it would sot have 
beeu ia tbe natioanl interest to make the imports found necespary from othcr 
parb of the world. In my case, the Commitlee cannot .see any ju\tiliculion 
for not impolfiq the untried tyes  in smaller hMs to test the nairrket and 
users readion5 before spending the country's m c e  resource$ in imporfin# 
tkte inferior Qres in such large numbers. 

1.63. Tbe Committee agree with the observations of the Inter-Dupsrrt- 
mental Committee tha4 "the Stste Trading Corpurnlion tcdi  no steps 
whatsoever to have the quality and the specfficatitmr checked up with 
refweace to tbe contracts made by them evw after the receipt of the 
conlplrints from the importers themwlve4." 

1.61. The Committee w o d d  like Government to f i t  rqwnrLility fur 
tbt failure to eserci!! any c k k  on the imported t j rw and to m:iCr sure 
that tbey were in accordPlace with the qrrality and $peuificdio~l~ ilditl down 
in tbe v m e n t  and for which mme? waq b e i  paid lo rr fnrr*n party. 
Tbcy w d d  a h  lEke C ; o v e ~ ~ ~ r ) t  to makc nwre that the firtrtr have not 
oBEli.lcd ~ ~ l l l p t a s u ~  from tbe foreign arurcrlocfiners on the woud d * h m  qorlSty of kported a9 conrpaed with *pecktthh 



I .Of). 'I?Ic I~cpuly  D i b  i\ioni~l Mrinitp~r ( l:.npinccrinp Dtvision rccord- 
cd thc fotknvinp natc cm the subject on 23-12-19M). 

""Zcrc i s  rt rcid dungcr in iweptmg rhc Hungarian, USSR and 
Polish tyrcs In rl\ rntlch u t  there may be premature failure 
d t h w  lyres rwt r)n account of any n~anufacluring &fact 
or ccrrcleus uwgc. hilt. rnerely ctn account of the fact that 
aperrrturs may uw the inflritcd pressure and maximum kjad 
rccommcndcd h! lndtgcnous m a n u f x t u n r ~  as we do not 
inform the opcrulorb that the manufacturers' r ecommda-  
tiona for !hew t q w  for Icbser weigh! and lesser pressure. 
h i d e s ,  we would tx. charging the sanle price for Hunga- 
rian. Rusbiun i tmi  PoIi411 f y r c ~  as for the other Makcs i.c. 
lhc list p r w  of ~nclrpcnou~ly mtknufxtured t y r c ~ "  

1 .67 .  Tho Iritcr-I)cp;~rtmcn~.~l Comniittcc h3\e concluded in their 
report: "The State Trading Corporiition were thus not only awnre that 
the spcificrctions i.r. mi~xinrunr lurrd carrying capacity md pressure of the 
impnnd t ym were lower hut u l w  of the conscquenccs of not making 
these derails known to thc urns. The prwpective buyers were not in- 
formed ntwur the maximum load carrying capacity or pressure for the 
various sizes otTercd for sale through the Indian firms. Ik. therefore, the 
State Trading Corpmtim had only camcd out their own decision to in- 
form the ppsEct ivc huyrrs. all the difficulties which ensued later would 
have prabably bwr avoided. We, thcrcfore, recommend that the Sate 
Trading Corporation should ax mponsibllity for th is  l a p . "  

1.68. The Ministry af Cmmercr: whik &cccpting the mamunmdrdarrrr 
of tho Enbar hpounmurral Committee have idamcd the Pe&c kiccaona; 



Chnmbe:  Wwa te tyms were hnpOCCdd under the Stntc Trdinp Cor- 
padma% atrangemmu it was intoadai to infarnl thc praspcctivc b u p  
shout the s~)~~ilictLtkms, pmsuflr, ctc.. in different \ ~ z r s  and ply. Unfortu- 
nately; this uas not done. The State Trading Corporation has hccn wkod 
to take action for fixing responsibility on the ntticials tr.spcms~ble f ~ r  the 
lapse pinlad out by the Committee and send a report. on it to thin 
Ministry." 

1.69. The Committec c9ara( spprcchte wb? the State Trading C o r p  
mtkr m public md&akbq* knowing full) well the h e r  ~ i ~ ~ t n m ,  
d the imparted t y m  d tbck corsagmmces to lracn cham to maintaka 
amplete silence .bwt cvea such v i a  factors sji saxinroar kmd carrying 
ap8ciQ and press= of the hnpwtd tymr, which kod a vital bearing 
am safety. 

1.70. In porticalar, tbe Committee deprecate the aUitudc d the 
SCldE Trading Cqmatbn in not conrmunic~thg vital hformatian 
regarding ~pccWcrtknr, quality aad performance cxpcctcltiiom of the im- 
pM)rd ern do tk D+tcbor Ccrwrral. Supplies & DZlrpas+ls specially 
w k n  it was known tLa tbcsc t y m  wem be@ fwcurcd for the use of 
Dtitrct FCVCES. 

1.71. The SIste Trading Corporatbn's attitude to the user Memsi un- 
forttidclj to be btvd on the Roman -I Maxim-"caveat emptor" ('let 
the hs.w bmm!.) 

1.72. C b e  CowniUes a d d  like to be & E d  of tbc result of 
.ctioa initiated by tbe Mi- of Commerce frw fixing respnsibility on 
the oliicicls 1~6;poMsJBk for tkiq wrbm Inpse. 

1 .73.  In paras 2 .18 to 2.24 of thcir 64th Report, the Public Account\ 
Committee had commented rn the appointment of Indian firms a\ agent\ 
of foreign suppliers. The Committee had pointed out that "it is surpri4- 
inp that before contacting State 'Trading Corporittion the firm M/s Ham 
krishan Kulwant Rai had already entered into a contract with the Hungn- 
rim suppliers. This indicates that the firm had not only information about 
the Hungarian offer dated 14th December, 1960, but were also confident 
that this deal would be put through them." 

(Para 2 . 2 2  of 64th Report) 

1 .74. The Inter-Departmcnral Committee have discuwd at length 
the appohtmmt of M a n  agents by foreign suppliers in paras 2 . 3  to 
2 .3 .7  d their Report. The Inter-Departmental CommiW have conclud- 
ad. "Even asarning that it was desiibk to entrust this work to private 
parties aa aoo~mt of State Trading Corporation's incxperiencc in this 



bekl, the rnelhcrd adopred in ilppwnt~ng a p t 5  d m  not appear t~ bc 
bound. Wc ctmxider that. kforc w l ~ r t n g  thtrr agent%, i t  wovM have ben! 
rpproprratc for the Stuk 'I'racl~ng C'trrporatim to hate invrted public offers 
II) that they wmld h w c  cncourapxl wmc wrnyctltrcm in the nlalrer of 
nrarpnl which they iiltm,atcly F.I\C t t b  thcrr ityc.nt\ I r  myht have also 
been pcls\lble for therrr 1,) *ecurc rclr;hlc ;inti c *  [r:r~rnccif dealcn to handle 
this butinc\z. Hi'' arc .tircl not ccm\lncccl ~h,tt 2 i / \  K i m  Krikhtln Kulwant 
Rai's wAcctron h) t21c I l u n p m ~ s .  ;is thc~r  ;ipcnt%. u h ~ h  u,ts o b ~ ~ o u s l y  
made iiftcr the 1furipiirt;tn ('crmn~cr~~itl C(~unz~.'ll(*r m,de  an c3Ht.r for the 
supply of tyrcs trr Indti:, won1d !i:~\c hccn w rnatlz if publ~c offers had 
bwn  invited. I! IS p )$ \~h lc  !hat the Hunp;irran C'c~mmcrCr,d Counccllor 
would have app~in led  anyhcdy sclcctcd by thc S -1 I' a\ t he~ r  agent% and 
there wez nothing rpcciid tn thc appointment o f  hff5. Ram Krishan Kul- 
want Riti hy thc Hrrngnriim a\ thcir ~igents. Tht\ uould c.llur\lly apply to 
thc rcconrmcnd;ltlonsenditn mitdc hy thc S T.C. to  the I '  S.S K. authorrtie\ for 
appointing M/s. Khmkas iL\ t he~ r  q c n t s  for thc \upplj of tyres from the 
U.S.S.R. to India." 

1.75. The Comn~rttcc dcstrcd to know whether Shn R:m Kkh- 
Kulwant Kai had upprouchcd the S~atc TraJlng ('orpcwrr~ron ,st nny trmc 
earlier than 3rd Janui~ry. 19f11. rn c onncctm with fhc rrnpcm of lyres from 
Hungary, l'hr reply rccclvcd froni the Statc l r d i n p  C'orpvrat~on is rr- 
produced below : 

"It ha5 k n  learnt recently from ths p r u d  of the rccords of the 
fiml uvurinblc with S.P t.. thut thc!: were in corrcspc>ndencc 
with thc Hunpnr~sn\ ii\ c:~rl! :I\ (ktober. 1YM) for the import 
of tyrcs It i\ rr fact thiit ~nrtially when in Dccumhr. 1900, thc 
Hungarian suppl~er h;ld rndc an offer to the State Tmding 
Corporation! for the supply of pant  lyres, they had not men- 
tioned the name of any Indian firm us t he~r  agents. Alongwith 
letter d s t d  3rd Jununrt, 1961 rccer\cd froni MIS. Ram 
Krishan Kulwant Hai, thc fiml had wnt 3 contrxt  which they 
had entered into with the Hungarian suppliers for the supplj 
of tyres. This contract was in the nilture of an authorisntion 
obtained hy M/s. Ram Krishan Kulwnnt Rai to act as asents 
of MIS. Chen~olimpx.  Budapest for thc supply of 15,000 
sets of tyrcg in sizes 825-20-12 and 750-20-10. The Hunpa- 
r i m  Trade Representation in India also ~vrote a letter dated 
12th January. 1961 confirming the conclusron of the contract 
by the above firm with the Hungarkn suppliers and alsa re- 
quested thc State Trading Corpratron to do  the needful in 
in the matter. The Hungarian Tnde Representation sent 
another letter to the Statc Trading Corporation dated the 17th 
February, 1961 stating that they had received a cable intima- 
tion from M/s. Chcmolimptx, Budapest that thc Ap;ency 



I . 76. i t  ~ l ? u l d  thus kw . t pp~~i i i t<d  frtrnt the foregoing that M i x .  Ram- 
hrishan liuln;~nt Rai had !wen oorrcyxmciing with thc State Trading Cor- 
poration kw tf~c import trf  giant ty ic \  f r t m  Hun$,~ry since 3rd Jmuury, 
1961 in thclr c:rpacity ss Indian agcnts of the foreign suppliers and in view 
d this p1411on the State Trading ('o~.por;tilcm utiliscd their scrvices for the 
i m p n  ;inti disiribution of Hungarian tyres." 

1 7': '[he M~nrstry of Comnicrcc hsve intimateti that Governn~ent 
have tiACn [he tollow~ng d e c ~ w n  In purwancc of the rruomn~cdi~tionc of 
tht Public Accounts Committee anc! the wpgestions of thc Inter-lkpnrt- 
mental Committee. 

"It  I \  clcar that grcutor care in wlccting ngcnt\ and more rfticicnt 
procedure of sclcction are called for. Statc Trading Corpora- 
tion has been mkrd to unrlcrtake an examination of tllc 
principlts and practices which arc folloucd with a vicw to 
cvoh~np more efficient prcxxclures for securing reirablc and 
expricnccd dealers to handle similar business in future. It 
ha4 k c n  asked 10 wbmit a repon to the Ministry as carly as 
p u h l c . "  

1 . ? X .  ":\I, regards para 2.22 of the Public Accounts C'ommittec's 
Report, it i j  admitted that if the Statc Trading Corporation h d  followcd 
more efficient procedures, there would have been Icss room for su~picion." 

1.79. The official representatives wcrc asked whcthcr it  would not 
hake been possible to secure more experienced parties to act a'i disltributors 
fur  thc ~mported tyres. The Chairman of tfr:: State Triidlng Corporatm 
stated: "If we made positive approach to nuny people we could have 
got perhaps better partie than Ram Kishan. Kulwant Rai." Thc Secrc- 
taq. Ministry of Commerce, amplified: "The respomibil~ty for sclccting the 
agent for sale is that of the supplier country. Why thcy sclected A.B.C. or 
D, it is for them to answer. The respon\~bdity for accept~ng the wpplicrs' 
agnt as distributor in India is that of the Statc, Trading Corporation. What 
all this discussion has brought to light I \  that In tfm mattcr c f l  seiect~on of 
the agcnt for distribution, the State Trading Corporation should be more 
careful and should have examined what would be the best way of schiev- 
ing the objective. In tbc case of a new trade where there is no old 



141. An nprb the of M/s. R u l r ~ ~ ~  Yahw.d W 
u Ca lSlt kywa d tyrrcu from Hmgary, tbc COlll/ttte do ast 
bcah to twannm4 or I 4  rt sta#c a* & & uadcndd t h t  Lbc nutlet 
k aadcr mwtkry by tbc C d m l  Bwenn d &md@om. 

1 . $1. In paras 1 27, 2 2H, 2 29 :md 5 1 ( 3 1 of their 04th Report, 
the Public Acc(wnis Contn~ittce hiad commcntcd on the financial relation- 
ship bctwccn thc Starc Tred~ng CltrqxmUian and thc diqlributon Thc 
Cttn~mitfce irtrc-r-cdiu pcmrccl o u ~  t i i , ~ t  "hcforc the agreement waci concluded, 
St;~rc Tredinp C'orpm~tion hid not taken care to see that the aprccmrnts 
with tlrc Atms wcrc conlplctc and thc t e rm specific on the v;triou\ aspect\ 
such us rc\pmsrhiliry for the tnrprt; rnspcctitm of the store\ nt the time 
01 inrport; cunrii~ions for pckinp; mditionc for pmpcr \torapc and about 
the wiuxinty to I# given h~ thc f i rm to the actual uwrs Ttrcy alw failed 
to consult kpl opinion before tinalising the agrccnicnts to cnwre that the 
clauses mlatin8 to tho financial and legal rcspmibililics of State Trading 
Corporarim \-is-a-vis thew firms were un-ahiguous and specific." 

[Para 5.1 (3) of 64th Report] 

1 .83. Thc Committee had also desired that ''State Trading Corporation 
should get an ~udtorihtivc legal ofinion in consultation with Ministry of 
Low, clearly spISing out the financial responsibility d State Trading CQ~- 
paratinn end their distributors in such caws."' 

(Pkra 2.29 of 64th Report) 
1.84. Ths Ministry of Commorcc, taking note of the rcoonwandations 

af thu Pub& Accounts Camnri#ee: and the sugpdms d the Inter- 



"It is ectmitbd &at thc ~ g # n t c ~ t t  we= not M t C J  in a mrancr 
so as to a t  cicnrly the kgd and financial rrsgonsiWh of the party. 
State Trading Corporation has been asked to take adquatc kgal udvice in 
S w m e  m drlfiulg agmmcnu involving financial trnnsuctions und to 
streamline thc proccdum far kgal scrutiny. In spccial cases, assistance of 
Ihc Minislsry of Law vouM be obtained by thc State Trading Corporat~on 
through the Minisvy d Comamoc." 

1.85. The Committee desired to know whethcr the State Trading Cor- 
prrtion habe obtained any authoritative ruling on thc rclrrtivc finttncid 
responsibility of the Sate Trading Corporation r.i~-u-li.s agents, paniculnrly 
M s. Rnmkrishan Kulwant Rai and M $. GISSCO. The Committee huvc 
been infarmed in a written note that as far as Stiite Trading Corporation's 
agrecnient with Ms. Rarnkrishan Kulwmt Rai relating to import of tyrcs 
vor cuwmed, kg1 opinionL cxpreswd by an cmincnt lawyer, was 
obtnincd. Regarding future contracts, Statc Trndinp Corporation would 
msurc that in all such trmsactions, odccjuatc legal advise is obtuincd ia 
draftme upc-nts involving financial implicaticms so us to protect thc 
Statc Trading Corporirtion against possible clnims~losscs. I f  nccemry, in 
wch caws a rquext would also be made ta the Ministry of Law through 
the Mtni\try of Con~mctcc to ohtuin thcir legal advice." 

1.M Thc Cc~nmtttee find that the Deputy Divisional Managcr (l,aW), 
State Trading Corporation in his note dated Hth August, 1961, had suy- 
gcstcd that i t  would bc in the intcrext of the S.T.C. to get thc opinion of 
rmmtnt counwl. such as !he Solicitor (;enera1 or the Additional Solicitor 
General. 

1.37. The Committee have been rnformed by Ciovemrncnt that lhc 
advice of the Solicitor General or the Additional Solicitor (kncrnl its 
su~pcs td  therein was not taken in the matter. 

1.88. Ibc CarmOItst cam04 Mp cvnctetkg tltst had advice of the 
h r d  itbe Addit&mnJ &l&br G-1 been weg~ In 1961, 

8s srlp;lprld by tLt Dsptr M&&mal Mmwgm (Law) d State Trmdlal 
iLc rc#trbry nbord tbe legal .ul ~rrUlCW rcspnjfbflty ol 

& SGrlue T a  Gwparrtk. rmdd bPvr bar deplbd. It would a b  
L r c r + d t ~ ~ T n l l . ( l ~ n r l b c t b a t t t W ~ o p l r t & o b r  
-LL- - L -  y h C o r e  pllrlwfa(g orlylnhslkwrs 
~ f & U d e I b ~ d ~ ~ w L i e l , w e r r L ; r o r r r t a b c ~  
.#pdmim. T L r c o Q n d h  fed m ewa . D l l t L c M b W y d O  



J 91 I',II:I 2.3s " T l ~ c  ('tlnm~tlcc reprct 11) note t l ~ t  one of the ccindi- 
t r c m  ot rhc : I ~ I  cCnrcn1 cntcrcd I n i o  u rth thC\c p;trtic\, vr: fum1411ng of 
rnr~n~hly \,llr.\ Irturnc ild\ ,~udi t~f  h! ;$ C'h;~rtcrcd Accnurnant, H ; I ~  not 
r4)sc1vcd I)) tllc ii\o f i r l w .  I ! :  hi \. Kamhrirtlan iiul~,rnt Rar ;inti 
hl .I C ' ~ ~ ~ I U ~ ~ I L ~ ~ ~ I ~ : J  I ~ U I P ~ I I C ~ I  ( IIILIIJ  ) PVI. 1.1d. 7he Coo~nuttec. frcl that 
fir111 ircllcm WGS ciilled for on thc part of the Stntc Trad~np Corpc~ra tm to 
obtain sirlu returns f r m l  t h ~ v  I ~ r n r \  'The Con~ntittcc would liic t o  know 
of the action t;iAen again\! 111csc !irn~\ for hrcsch of the contract n l  ttvy 
did not furrdsh monthly su1e.I returns." 

1.92. The Inter-Ik.partmcnta1 Citmnrittrc suggested thc following action 
which has been accepted by Govcrnmcnt:- 

"No firm action was taken against Mcssrs. Ramkrishan Kulwant 
Rut and Mcs~rs. Consolidated Equipment (India) Private 
Limited as the firms had k n  pmmising from time to time 
that they would be rcndcrinp their accounts for inspection. The 
accounts of Mcssrs. Consolidated Equipment (India ) Private 
Limited had bcen inspected by the State Trading Corparation 
and it was found that they had suffered a loss on the entire 
transaction. The accounts of Mtssrs. Ramkrishafl Kulwant 
R R ~  have also been inspected by tbc State Trading Corporation 
and it is found that this firm has also suffered a losg on the- 
entire transaction of tym." 



1.93. "Aport f irw an mount of Rs. 4.80.000 received as compnsr- 
tian froar the foreign suppliers, r. ih item ( a )  of pw 2.49 of the Pubtic 
Acmwts Committee's Rcpnrt . M / s. Remkrishan, Kulwant Rai h a w  also. 
received twa payments of Rc. 93,120. and Rs. 4 6 . 4 0  from thc foreign 
supplicrs. As regwdi rgxncy comniissiz'm, thc firm did not prcduce 
original inboiccs of thc loreign suppliers. "Ihey orally dirclninied having 
rccshed an! q c n q  comniiwion on impon of tyres. On an in\pc'tii)n of 
their accounts, hwtxer. vuriom nnicwnts totallin$ to Ks. IO.lO.~K~O 
were c rcd i td  to "'C'rmm~\\ion Acco!rnt" by transfcr iron1 thc il~,c(>\lnts of 
various parties. T h r  firm expluined that rhcsc nniotmts. :~lthcwgh crcdircil 
lo "Commission Accauntli". did not actually rcprcscnt conmission recrivcd 
from iupplicrs. They rcprcwmd crcdit lvlancc ly in!: in thc account\ of 
bawus partic\ which ucrc 11~11 rc;~l an,! theic aniount.; wcrc disclcwd try 
the firm 3s incomc and pot ;~sie$scd to incomc tux under thc Incolnc '1';1s 
Diwlnsurc Schcnw and also that i t  \ \ ; I \  only for \yt~,lring up thrir hook.; 
that thc credit balance in thc account\ of tltc pnrrick in quc\tion wcrc tram- 
ferrcd lo "Commission Xccount". 'I'lic firm, hc~wcvcr., did not prorluce lo1 
inywction dn? p;lpr.r\ tn cilpport of thrx ;mounts. F'urthcr nmwnrc totall- 
ing  to K4. 45,052,KJ were found crcditsd to "Commission Acccwnt" i n  
tticir INWLI ccm~~ni\\ion reccivcd S r c m  Mcssrs Clien~olinipc.~, Buditpest. 
I hr tirm c~pl31ncd t h < ~ t  t h ~ s  ;mount W ; I ~  reccivcil 3% cor~lmissicrn rcl:ttin;! 
1 1 )  ihc cot~\i:nemcnts of ct~cn~iccl l~ wltiih \yere inipwcd b y  them against thc 
v ,~ luc  of 13,(KN3 tyres ~ c . ~ c \ ~ u ~ r . t c J .  They did not prcducc for inspection 
the or~ginaf hills of thc To:.cign supplier\ o r  any other pitpcrs from \ ~ h i i h  
i t  ccwld ty. icr~tied with ;my amount o f  certainty that the comniis&~n 111 

quccion rcliitccl 161  in:pcj~t of cticnlicals and not tyres. I t  appears th;it thc 
pvdion in this re.ipcct i \  not frec from doubt and the oral statcmcnt of tlic 
firm should not have k e n  acccptcd by the S.T.C. on its facc v:~luc. 
Ir ~ .ouIi i  hate becn adviwble to obtain this  infornlation in writing from the 
firm as well as from thc Hungarian Embassy bcforc orders wcrc placcd so 
that the landed cost could have been reduced by the agency commission, if 
any, which the firm reccivcd. This lapse is regretted and Statc Trading 
Corporation would be more careful, in future, in such caw.;." 

1.94. In tbe h e n c e  of the production of the original Lavoice.(r af the fm ptrpplkra by the firm, the Committee feel that the correctness of 
tbc c01am&s&a received from the foreign suppliers cannot be 
verified. Tbc Cornambe desire that tbe orighl  invoica of tbe foreign 
sPpplicrs *M k W i d  from the firm and checked with a view to find 
oul tk coned .roent of commlssSon received by tbe Ann M/s. Ramkhbn 
Kahrrud R.1 tk foreign suppliers. Socb a check is all the more 

n amrdbg to tbe coatmct, the landed eost wav to be &ermine& 
oa tbe kds ol tLc! net c.i.f. pdce, ia, c.i.f. price afier exebdiqg q 4 1 ~ y  
cePrisJM, if any, PJd b the h by tbc ionigr sap@ers. 



1.95. Tbe CoitPmim rttcn tk NEOU awrplrmtr racivtd 
6rom uren in pot* 2.50, 3.63, 3.69 d t&ir 64th Rr;posr h d  can*- 
r i d  tbar adaquae coolpc;outkm far tbt ddbczive tyrras rlrcruld be * 
to  Lhc uKla. Thcy &ad Plwa sutnd Ib.l "all the &lordre tyns might rwt 
have bCM teprted to tbc outbarirer concaned m t& pthk were pcrhrp  
rrot awrrc of thc procedures ra tbr case (para 3.691." The Committee hrd 

~ondwlcd that "'Govcmmcnl rhwld take immcdiatc utcp to assas the loss 
6 ~ f f t d  by the varsoua urn, viz.. Ministry of Weme, Miniotry of Trans- 
pn,  clc- duc ra the p c h c  crf thcrr: M d v c  ryes and to secure &qua& 
.cornpcnation from rhc finn/St#c T d n g  Co~pamtim." 

(Para 5.4) 
1 .Y6. The Inter-Dtparrment Committee have i d i t c d  in their report 

that "an mount  al Rs, 9.890/- had already been piid by the Consolidated 
liquipmcnt ( India ) Privatr Limited by way of wmpenaetion to the huym 
of dcfcct~rc tyrcq." As r e p r d ~  M a. Rilnaknak~n Kulwant Rai. although 
two plurl meetings for dcfcctrve Hucntian tyrrr, were heM and compensation 
uwurded, thc firm had not paid m y  cmpcnsat~on to thc buyers. This waq 
inspite of the fuc~ thut M / r .  Hamkr~rhiln Kulusnt Rai had received three 
amounts fmm thc Iorctgn supplter+, i#\ compensation t . ~ .  Rs. 4.SO.000, 
Rh. 93.120- nnd Hs. 46.400 - Both the Director General Suppliel~ & 
U i t i p u r r l s  mrl the I31rcctor (icncri~l. Ordnance Factories. have intimated the 
nunikr of dcfcctlw tytcs to the Statc Trading Corporation for claiming 
compenwwn from hil s RunArthm Kulwnnt Wai and M 5 .  GISSCO. 

1.97. Thc Minimy uf Commcrcc have stated in a written reply that 
'"Thc Stare Trriding Corpomtion has initiated discussians with Mjr. Ram 
Kriahan Kulwitn~ Rm w~rh  n viw to securing the payment of compensa- 
.tion from thcm iipnin~t claim\ for defcctivc tyres. A rcpf l  on the result 
~ l f  the discussion% will he suhmitted within a few wceks." 

1.911 T h e  Ccmirnitrcc were infcrmcd during evidence by the Chairman, 
St iw  I'rulinp Corporution. that "We haw rtpdin caUed them (M/s.  Ram 
Kzid~an Kulw~nt R a i )  and it sccms thi~t they would hc: prepared to respond 
to thcsc r c c ~ ~ d i t i o s  nlrrdc hy the Inter-Ministerial Committee, vi:., 
that all thc ch in~s  are colbctd. They would sit across the tabk and come 
to smtc ulrangcmcnt. But still they haw not confirmed this in writing." 

1.99. The Cnmmittee desired to know what measures had been taken 
by the Ststc Trading Corporation to bring to the notice of the p m e d  
users the procedure for claiming compensation for defective importtd tyfts. 
3"hr Chairman, State Trading Corporation, stated during evidence, 'Wc have 
not put out a general notice because nannally all the users art used to this. 
Wc did not notify. In fact, we have received claims. A number of cases 
have been c k a d  and there may be still a few cases wbkh may be out- 
staadi." !Swmtary, Ministry of Ccimmtrce, bwcvcr, concaaed that '% 
,* 



3 a@te ckrr that the State T d i q  Corporatioa has responsibility ta thc 
r- 

--7 .9sdcin&, as also a mpmsibility to tho user. And tn this psd- 
ak case. I WMlM SPY rrtrolrpc3ctinly ia cxcrcisc of thelr d~ucrcticm, h i r  
rrrponribility to rhe busincst associate wcighcd more heavily than was the 
rrp~~sibil i ty d the user%. In fact, we would haw: expected h m  rr public 
rarer mt to ~umforrn to the normal bchaviwr of the trade In tbilr parti- 
crbv respect and the rc~plonubiltty of the user should how wclphcd them a 
1Sr&. more than the rcsponsrbthty of the Asscxtate." The Comnirttce find 
hm para 5 5 of the Intrr-Departmental ('ommtttet Reprt that, so far tntl- 
e n  that for (102 tyres of the valuc of R\. 2.32 lakhs are defcctwo has 
ktn recctved by the S T  C from the Government ~ndcntor$ rntl rcphe\ 
S b n  379 IhreCt Dr'mnndtng Officer\ arc still awaited. 

1.180. T)c Committee e o W j  8#ree with tk v k n s  of tbc Sccretnry 
d Ik Mialbrl, d Cosamcc tkst '9- a public sector undertaking like tbe 
Orr T d i q  Corpodon tbe rtspon4biItty to the user sbould bava 

witb them a I& more tbn the mpocudblHty of (he A~nrw&Lc.'' 
T b  Ccmm&tte feel that the State Tradiq Corpomtion and the Miniutry 
r L . J d  bl rc  # c ~ s a f y  action to b r i q  to the notkc of all the bulk pur- 
, spccWj tkolrt w b m  t h y  had approached d k r  to purchmc the 

tym, the procedrve for chiming compensation for dcfcctivc 
so that they may Hk their cialm. 

1.101. Ihc Committee would PISO I&c to  draw attention to the upecilic 
pmdsiioo d c  in the -reemeat with M/a. Ram Krkhan Kohvanl Rai 10 
br ellcct tkrt Yhr fmiled t y m  will  be clramincd by a panel nnd that * bcchion of tbe panel wiU be binding "and that "(bey shall give ode- 
rllrJc cumpcautkm to the part? concerned as per the decision cd the panel '' 

1.102. '1%~ Comraittee. therefore, see no reason why State Trading 
cr)ar9thnr and <;ovnnmest s h o d  not be a b k  to  ensure payment of 

compctnmtioa to the urn wha hvve suffered I ~ M J  on account of the 
a p @ y  of defective tyres. 

(ill ) DEPARTMENT Of: SUPPLY 
DIRECTOR GENERAL 0). SUPPLIES AND 1)ISPOSAI.S 

lrqwtioa o f  'l'yrm by the IW;S(kD Inspectors 
1.103. Dealing with the inqxxtion of tyres by thc Inspecttrrs of rhc 

f f i U D .  the Public Accounts Committee in their 64th Report had ohscrv- 
d os under: 

"From thc written note submitted jointly by the I)GS&I) and rlie 
State Trading Corporat.ion, as well as from the noting$ rcad (nit 
at the sittings of the Committee, it appeared that thc inspection 
of tyrcs by the office of "he Directorate of inspection DGWD 
at Calcutta was only visual and it failed to bring cwt that t h ~  
t y m  were under prolonged storage. I t  is unfortunate that tha 



1.104, "Inspectun, by the brcclcw of Inspectian of DGS&D was mVy 
virud and thin war not ctdqucrte in the absence of various warranlim from 
mt ruppltem." 

[Pars 5.1 (9)f 
1,105. 7hc Intrr-1)cportmental Commtttec have \tatuj rnrcr-nlta in 

tbcir Rcprt 
' the I)rrc~?r~rare of In*pcctron. IXi."Sg:I). C',dcutta h.nc killed to 

bnng nut thc full hntory of the t q m ,  their conhtion and period 
of ntoragc, in thew inspectton report3 to Hcadqtlancr.; at New 
Ihlhl.  They also omitted to check the wetpht d the tyrcs as 
pven in the import documents Thcw l a p s  arc k i n g  investi- 
gated further by thc n<i!j&I> wrth ir weu to tahtng witabk 
wtron. Whik Iwrnp the circular lcttcr o f  2W-5-1962 to all 
the I3irccl Ikmsnd~np C)fticcr$. the D(iS&D was  gutdcd by bwr 
frscr that veluahle forcyn cxch;tngc had becn spent in purchm- 
rnp thew tvrw Ric \uittrbilit!, of the tyres for uw on 34on 
and 5-urn v c h ~ l r \  only. as rrported rn thc Inspection Reports. 
should also htlvc k c n  ~ndtcilted 1n the circular lettw. This 
was. howcvcr, onuttcd and t w  dcaLnp ofiaals of the DGSBD 
wcrc held rc\pon\rhlc for thi\ I,rpw: Surti~blc action IS being 

1.107. Thc Public Awuunts Cornniittcc in their 64th Report and 
mado rnwr-aha the followmng ohscrvrtions on the f i l u n  of the oflice of 
the IXiS&D in chcuhing up thc quality of the tyrcs: 

"Failurc of the ffiS&D to take the elementary prmution to ensure. 
that the tyres supplied to the Defence indcntors were according 
to spcciAcatim and of proper quality." 

[Para 5.7(8) J 
1.108. "The Committee are alanaad 91 the way the Defence me&s 

wre procured in this case. the definite indont for CC typttYPt 
@its. somc indifferent quality war purchased, supphd, inspect8d aad paidf 
for. The Committee cannot discount the possibiiity of collusion betwear 



dw: plrdmsing authorities. inspecting authorities .md the firm Since 
gUCh 9ctiars are fraught with grave risk, the Committee cannot help but 
rtcommcnd P thornugh enquiry into this aspect with ,I v~cw to giving 
deterrent punishAlart to the guilty.". 

(Para 3.59) 
1.109. "ln blew of the fact that even the State 'Trading ( 'nrp~mtion 

war; nor surr whether M / z .  Rani Krishm Kulwunt Rlji had two t y p s  of 
tyres i.1: ST typc and track grip pattern type (CX- ttypc) In size Q . 2 5 - 3 - 1 2 ,  
thc C'ornn~ttee h i r e  that thc Minist9 ul' Supply and Technical Lkvclup- 
mmt should cxltminc in consultati on w t h  the Statc l'rrt&n;nf Corpr i~ t ion  
whether thc suppliers actually impclrtcd,~upplicd tyrcs of truck grip pel- 
ttm typc or they supplied only ST  pattcrn tyrcs and charged ;rhour 
Ks. 0 6 . ( K M )  morc i .c. thc difference for (AKN tyrcs irt thc rate of H 3 .  I I 
v r  tyre. l'hc C'omnlirtec: would rtlw like to hc. rnfornlcd of ~ h r  ;rclicm 
tahcn rn this case." 

( Pit ra 3 .  b0 ) 

1 . 1  10. "Another aqxct  ol the supply of tyres to thc C'OD, K;~nctivrli 
is that supplies of specifications other than those for which indent5 had 
been placed wcrc m d c  and IXiS&I) had k e n  urging the depot to ;~cccpt 
t h e e  th~ngs." 

(Pitrib 4.33 ) .  

1 1 1  1 "Thc IXiMI) h,td iiho gone out o f  thcrr way In prcssrng ~ h c  
Defence rndentors to ctccept \torc.s of spwfications for which thcy hdd 
nor pl;iced order\ " 

[Piira 5 I (  I I ) ]  
I I I:! I he inter-[kpartmcntal C'onrmrttec havc ohservctl rtrriv -okr 

in para 3 6 of thcir Report a\ under: 
"We have examined the relcvant files of the IXiML) and find that 

~ v c r i t l  incorrect and miqlcading sMterncnts itre midc hv thc 
Deputy Director (WD) who was dealing wrth thr\ case i t t  

all stages. . . . . . . . ". 
Listing wme of the omission\ on the part of thrs ofircer. thc ln~ctdcpar t -  
mental Committee have further stated "Wc havc also oherved that the 
DGWD hprd already entered into rate contract for S'I' tyrcs ofiercd by 
Mesws. Ramkrishan Kulwant Rai at a p c e  of RF. 340 - per wt of lyrc. 
tube and flap. We have also been mformed that M e w s  Hanlkrishan 
Kulwant Rai imported t y m  under two s t z s .  namely, 750x20-10 PH 
and 825x20-12 PR and there is no evidence to show that they lniported 
tyrc s i z t  825-20-12 PR under the different types nmcly ,  ST and THK. 
ahbough in fact they received sow tyres which corrcspondd to ST pi t -  
tern and some which cwrmpodcd to THR pattern. However. the 
landtd cost d both these tyres was the same, namely, R6. 210/- p~ RCt. 



When. t h c r d m ,  the Uj5&D had thcmrclve, f k d  Rs. 349, - per ad for 
type, tube and hp, for !3T partern, lhclc was no reason for them to fix 
u high- price, muwly, Rs. 3M) - far ryre a h  01 7HR pattcm. It is 
rhc various milrlcadinp rtrrlfmnts; made by DD(SltD) that kt tbc 
DCiSbD to fix thc pnce at Rs 360 - per tyrc alonc. Thc Public Ac- 
counts Comm~ttec have enumutcd the lofts in this tranwtion at Rr.  1 1  
per tyre (Rn. 3M) - rntnuci Rz 349/- fixed for ST tyre 1.  W'c find, how- 
ever. that the p r m  o f  H3 349 - w m  for a of tyre, tube and flap, and 
if itn a1lawtmc.c of at lcss~ Ru. 2 0 / ~  is made for the fiap and tuhc. the net 
price for tyru alonc would not exceed Rs 329 - per tyre. Ry paying 
Rr 3M)/- pcr tyre ;done fcrr the 'lHR pattcm. the WJ!%[) ma& the 
Ik.fr*ncc M~nrcltr) pay an additional Ru 31 - per tyre inqtcsd of RI 1 I / -  
pcr tyrc n\ rncnticmcd in thc P u h k  Account\ C'ommittec Reprwt " 

1.1 1.7. "lhc Hcpnft adds. "Again lhc same mcer made ;r statement 
in the file on 1 -O-I9t,.7 that the price tixcd' for Pollah tyrc ICro.i* f iuntry 
typc) was RF. M)/- pcr tyrc. Hc.  however, made an mquir! from the 
Stutc 'I'rndinp ( 'ovteti tm on 7-4-1963 to verify wiicthcr thc cif Indian 
pwl price trf ttrc Hungarian tyre ollcrcd hp Messars. Ramkrishan Kul- 
wrmt Rrri was H5. 2 1 0  - per sct ns rlaimcd hv tho firm. I f  he had con- 
wlted thc Sutc 'fridiny. C'orporiition simultaneously regarding the cif 
Inditrn p)n price (,)I the Polish lyre also hc wcruld huve known that i t  was 
Ks. 22R.21 pcr lcct i .c .  KS. t 8 . 2 4  lwrc pcr set. We havc cxarnincd onc 
rvrc of cwh o f  thcse two cnttcgcrrics and i t  wiis clear [hilt the Polish tyre 
(Cross country type) wns supcrior t o  thc THR (Hungarian ) lyre. On 
itccount of f d u r c  t o  cxi~niinc thi\ iispc'ct by the DD(S&D I .  Gnernmcnt 
,were fcwced 10 pay thc s;mr pricr for an inferior quality. the landed cmt 
of which w i t s  nlw leas . . i t  iqy'cars to us f r c m  the wrious notes 
recorded hy thh off1,cr.r thitt tic \\:is unusuallv enthusiastic in finalisinp 
this dcid 61nd was nmrc guided hl; ;I desire to liquidutc the stocks of those 
importcd tyres than to cxaminc the offer according to its merit\. This 
cdlicer. who hns rctircd. is alrcadv under disciplinary action for another 
chsrpc i t .  non-inclusion of warranty clause in the ratc contract entered 
into hv the W W D .  Wc recommend that additional charges for the 
I i l ~ c s  in this deal should also be framed and action npinst hint proceeded 
with. In our opinion the loss =used to the Defenee Ministry was ai- 
most cntircly due to rhc mislcadinc statements made by this oficer We 
undcrstmi. hc~wcvcr. that the mS&D ha5 already initiated action aeainst 
him."' 

1.114. '"As rceardq the Public Accounts Committee's obxrvntionci in 
paragraph 3 5 9  of their Remtt that thcv could not discount the aossibi- 
lity of collusion hetwm\ the purchasing &thotity and the firm. the case 
has been remrtd by the DGWD ta the Special Police Establishment, 
who arc now investi. gating into it." 



1,115. As rrgpKb the f i b k  Aamtmts C~Onunjttcr.'~ query in para 
3.60 of their R c p u t  wtrather the supplier actually impmnl/sufpli& tym 
of ST tread pattern and THR Universal pattern or wppbed only ST pat- 
tern tyres. the Inur-Dcpartmmtal Committee has added "Ihr\ t t  nothing 
on thc records d the State Tradtng Corporatron to clanfy thts pwnt. Hoth 
the DCJSdLD and thc State rrarimg Corporation. htwcver. had ~ r i t t c n  to 
t k  firm who h;ui stated that thcr had inwmxl  CORDA'I I(' tyr* from 
Hungary in the suc 825 x 20-12 ply, both In ST kcad pilttcrn ilrid Tt-IR/- 
L!n~versal pattern. and rhls fact could caulg hc venttcd hy the purchw- 
cr\,  . . . 

I . I  16. l h c  Con~rnittee ;dd during ckidcnce whether tlw IXiSti) 
had uwcrtamccl rrim the Statc Trading Ctqwration thc Iirntfcci co\t (,I' ; I  

set of tyres kfurc  tixing the contrxt rate. Thc IXiUl) sr:rted: "\\'c cicr 
not secni to have asked the Stdc Trading <'orpor;ition nhoui this k tcr rc  
fislng the rate contract". He added, "'This \tore wits irnpmcd much 
c l r .  I tlo not thtnh :my cost wa\ c.nqui~-~-d froni the Statc 'I'ri~ltrig 
Corporation. . . . . . . . . U'c will do that i r ~  futurc." Thc C'omnrittcc 
enqu~rcd hijw the [XiSdiL) fixed the riltc a t  Ks. 3 0 0  - Ix'r tyrr wirhot~t 
t u k  ;md tlap when thc rate contract for ii tyrc inclusive o f  tube ; ~ n d  11~p 
was Hs. 34V/-. ?hc IXiWD stilted, "We have gonr into tills. 'Ihc 
cxt\knce of THK tyrcs was not known until thc tirni K i m  Kri\harl Kcl- 
want hi made an offer on thc 3rd of April. 10t)O. What thc Firm sad 
then was t t ~ i ~ t  t t ~ y  had checked up their htcwks itnd wc hiid Ioi~nti t t n l  
they had TIIK tyrcs and they gave u\ :I break-up of cost in wl~ich thcy 
indicated that the C'I t s  price per tyre not per set was Rs. 2101- m i  thcy 
added up other charge* and thc FOR pricc caruo to Rs. 395 - ;mcl tlicy 
said that they wcrc ofiring these tyrcs on Ks. OX()!'-. 1.atcr tm thcy 
c m c  and said that they would ofier the same tyrc for Us. . lOO/-. 'l'lie 
dealing D y .  Director exanlined this. Apparmtly, hc cquittetl the 'I ' l lK 
tyre with thc Cross Country tyre and he said that this was thc price fiactl 
b r  the Polish Cross Country tyres and, therefore, i t  seemed rcasonahlc. 
This is how he suggested that this price of Rs. 3601- h ) u l t f  bc acccptecf." 

1 . 1  17. The Committee drew the attention of the witncsc to para 3.6 
of the rcport of the Inter-Departmental Committec and pointcd out that 
by paying Rs. 3@/-  per tyre alone for the THR pattern, the KJS&D 
made the Defence Ministry pay an additional Rs. 31 per tyre instead of 
an additional Rs. 11  per tyre as mentioned in the Report of the Public 
Account5 Committee and asked whether action would be taken to recover 
this excess payment of RF. 1,83 lakhs (5904 tyres x Rs. 3 1 1. 7hc m!!&D 
stated: "It is a legal matter and we are consulting our own advisers as 
to whether this recovery can bc made." He furthcr added. . . . . . . . "If at 
rO possible, action will have to be taken through the State Trading Car- 
poration." 
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the tda-hpwbwml CoamiEIcc that thh o i k u  brr rrtlrcd w d  that k 
Wm . b r r d y  order d k c r p l i ~ ~ ' ~  -30. for urrtkr cbmp, i.e., wm iKk- 
n i a r d ~ ~ ~ c b a ~ h r t L c ~ ~ c r ) c r * d w ~ q p t k m s & l ) .  
Tbc ComrbS(tn dcsfrc, SLc Ocplbrrl ol hp@y to c u r b e  as b wby 
. c t b r r o r l d ~ ~ b k c m . ~ p l r s r t b h d F L c c r w b n L r ~ L k m k + r a d  
b o w t h . u a w a p * l ~ n k t m b y b h . i o ~ W c s a p c l d t b r ~ k . c  
d t h  IC&U o m .  'tlrr Comml(tcc w e n  @ v a  t6 d m  
ddeamtbrrcbylc* wrnbr in f f l rubtdqpbt thrd icer  e x m e n d .  
' l k y  m, hawever. sn( wru whc(kcr tk r)cpubant d Sopply will b 
*Me to bkc .bcqwtc .ctb y p h ~  Mm a k ht9 already retired han 
s tdce.  m y  wnuM Ukc to he faftKlacd ul Mc action tmkca q@mt tbb 
dkw. The Cmdttcc! rho rqtrel Lo ode thnt. t i )  .c ~ ~ r i n r l  the rote ma- 
hct d Rn. 349/-per w( wMrb krrtoclk?d a t?, a tube uad a (Irp, the 
WWD aurdc thc payment of WI. 3601- for a t?Tf she. (ii) The Irk 
pdx axed tar P&h t t m  HIUS Ro. -360 otr IVW, whik thc c I f lkdka 

pJcc fot the *.me tym w m  Ks. 228.24 per W. Ah .eplRbt fbm, fk 
H m p r t m  THR Type hrc per w (which -9 conrp.trbivdy idcrkn) 
wrr .hPO fixed at Ra ,760 per tym, wbea thc c.1.l. prkr. aa M/r. Ram- 
krhrhua Kllhnd Rri's a m  .dralwh,  wm Rs. 210 per set. Taos. (Irr 
t;avcmmcnt wur lortcd to pp) tibe name plitct f lu  hlntor quamy, tbc 
h k d  cnst d wbkh was .bc, hm b, Ra. -18.24 pn W. 

Tbe flnn of Mla RamkMmm Kuhrllnt R.i wns thus ovtrpa&d to lhe 
crtaat (d abcvld Rs. 2:90 hklau." 

1.120. The ConraHtn desire that suibbbr! sknld k Eacll by 
Ca-t h c!onmw rrHb tLc Mirtsby d -9 if -9 

n c o v c r t h l s ~ l m a s ~ f r o r a t b c ~ b q o a c s l t b a .  
Rutc Cnrttracr tntcrcd into by rhr DGS&D. 

1.121. W~th mgard to the entering into a rate contract by the DGSD 
with t h e  fimrs. the Public Accounts h r n i t t t t  in their 64th Report 
had ob~crved as under: 

"The Committee take a very serious view of this omission of tbe 
& of the DOWD that they did not ask weti for the spads- 
d o a s  of the tyras for which they wen entering into rate amcob\ 
tract eitber from tbc Sate TrrrdiIkg -tion fmm the 
supplien. mat DGSBD a n t  to the be@ of the state 



Corponuon, dK pka given in evidence, was no jwtihticm fcu 
not rdrhg far the speciffcations of the tyws. It is a momr 
of regret that the Statc T d h g  Corporation d s o  did oot cacn- 
municatc this material informatiem to DGSIPL). In thc ahscna: 
of the ~nfonnation regarding speciticllitant of thew ryrcs and 
thew cumpenloon w~th the spccikntms of tnd~pnou., tyrcr, 
the Commirtcc fael that the o t i i  of D G S D  cntcrcd into a 
rate c m t r x t  tm the hasis of ina&qnate cxamtnatlon of the 

C a w  " 

1.1212 "H'ith rrpard to the ~pccifications ut tyrcs. it hits k e n  cm-  
tcndcd in thc written note submittcd by ~ h c  Statc l'rnding Corpc~raticm 
tho! lhc ~c!cbant papcn rcceived by DG!%D ulmp with report of the 
lrt~ipcctwn Wing and other documents available with the firms would 
contitin iiII rtlcvant information with regard to the specifications. wurrrrntics, 
test urlr!tc:ms ctc.. with regard to thc tyrcs. Therefore, heforc the 
n ~ t c  cc)ntrnctli \vcrc entcmd into by the DGS&I) with the inipming firms. 
full inftlrmi~~mn was uvailtrble with them with regard to the spciticutions 
of the tyrcb The IXWU on thc other hand have conttndcd in their 
writtrn norl tliat thc ir,formittion with the Statc Trading Corporation 
reprrdln; wci.ik;ttwnr was very material to them and should havc h e n  
~ 4 i r i i  on 10 thc 1X;WI). 'I'trey have nllio ctmtended that copich of 
; q w x n i r n t \  c.oiicludeci by thc Sti~tc 'Trading Corporation with the ~ c k i s r a  
which ,lro\ioc.tl for dctuili of ~pec.ification\. certificates from thc manuf;tc- 
turcrs* I I I N  thc ~yrcs  conlomcd to specifications and performance guar;lnics 
10 hr. ~ I V C I I  t t r  the ;ictu;tl users wcrc not supplied to the lXiS&I) at any 
stage. I I I C  Committee wcre alco informed in evidtnce that the I X U D  
did nor .,itist! themsclvc~ that thcy were purchasing something different 
from ~ h c  rtc111\ includcd in thc rate contract at the timc of cntcring d o  
the purch;~sc of 7 100 tyrcs for COD Kandivili. They \eem to haw 
acccprccl thrc t)tTcr of the firm at its face value without any examinatimx 
The TXi.UL, did not themsclvcs satisfy about the quality of thew tyrcs. 
It was ills0 stated in evidence that so far as the rate contract was con- 
cerned. !.%!?AD did not maintain liaison with the State Trading Corpora- 
tion. In the opinion of the Committee these facts reveal that the prwe- 
dure followed in the office of the DGSdrD who had issued tht rate ccm- 
tract for the supply of tyrcs was not only inconst ,  but 'even danprour' 
as admitted by the witncss. The DGSdrD cannot absolve themselves d 
thrl rrspcmsibility to ensure that the wpplies ma& against the contract 
ceacred mto by them are of the w r r c d  specification and of thc qualit)r 
,poposaJ to k mpplid. I 

(Para 3.64) 



"'lherc ucrc frcqucnt d ~ ~ c u w c ~ n \  twuccn thc otliccr\ of dr 
1) <; S.bI) ;mi the STC hcforc the r.rtc am- 
rr:lct w cntcred into by thc 1) Ci  S &V # 
ts admrttcd that the DC;.S.bD. drd not obbss 
any further itrformirion ahwt  the sr)(.~ificarrim and quality d 
thew tym hcyond what was nrentioned in the Inspection Re- 
pw fumishcd by tlicir lnspcctoa on 4th Mag, 1962. llmr 
Inspection Reports wcrc obviously rendered in answer to spadtr 
queries and did not contain all the vital information which dE 
D.G.S.&D. should have obtained hefore entering into a rrlc 
cmtrect. As such, the obisesvatioas d the PAC that tlw: BXL 
S.&D. did not fallow proper pracedun in entering inla IljL: 

contmct is correct. As n remedial measure. a circular 
dated 7th January, 1967 has titea issued by the D.G.S.Uk 





1 .13 1 . 'h Public Accountv Committee in patns 3.7 3 and 3.7 7 of 
rhclr 64th Hepow had cbcrvcd u* under.- 

"The Con~rn~tloe rcgrct to nate that m far r action ha\ hten 
taken apainlrt the firm for wrthholdmg from Dlnctor Gene- 
ral, Supphes & Ulqmais ~nformat~m about complanb of 
manufwturrng dcfecui in thc tyrcs. The Commitlee feel 
thiis the Ihru3or Ciencrd, Supplim & D l s p a l s  a\ well as 
t l w  State Trading Corporation have k e n  unduly generous 
H I I ~  t l ~  p;irt~culrlr firm.'' (para 3 73  t .  

1 1.72 "'fhc Committee fccl that the facts mntroncd above indicate 
h a t  thew firnts hid uwnc inflocncc with the pcruJn\ dcitlinp wtth thlr 
lrllnsaclion of t y r r  in the otlicc of thc Dtrwtor Gcnrrnl. Suppi~c\ ;tnJ 
I h p n n I \  find State '1r;tcfrnp Co'nrpcrraticw~ " ( Pilr;~ 3 7' 1 

"'lhe Mmiwtry of L i ~ w  h;rd ;~dvtsed thlit \(I  long i t \  ~ h r  Injunction 
of the Hiph C'cxrrL C'illcutt;i. opc.r;;tcd no turther ilution could 
he taken ;tgeirrrt the firm M.fc\v s H;rn~hristlan Kulwant 
Rui. 'the caw h;~s. however. hecn rclcrrcd to the Spcci:r\ 
C'olicc fist~ihl~rhnwnt o n  I .  I I t .  The r c p n  of ~ h c  
Special Ptrlicc I .~ f ;~h l~s l~r r~cn~  i s  awltcd. I t  i s  not pnssiblr 
to st:rtc whrthcr therc wir\ any collusu>n bctwwn the 
olliccrs ol lhc I'~rrcc'ttw C;cncral. Suppiit\ b;( 1)ispc~s;ils ;ind 
[he firm 1111 ttlc rc\ul[s of the J iwip l inq  procccdinp npinsi 
the dlicers conccrnctl :md Special Policc Establishment's 
invcstigntions arc known." 

1 134 I hc Conlmittee a s k d  the rtprcscntoti\c of thc Spctcial Police 
I~~ti~hltshnwnt ithtwt the latcst pwtion o f  the caw against M s. Rum- 
krishnn Kulwant Rai, which was rcfemd to them on 19th Novcmkr. 
1966. The rcpmscnrntive of the Spacial Pdice Fstablishment informed the 
Committee thitt a preliminary enquiry was made in this case in 1963 and 
n rcplar  caw was registered as late as 15th June. 1967. "After this case 
was ngislcml an 15th June, on 19th June. i.c.. last month, we seizad the 
recards from Mfs. Ramkrishan Kulwant Rai and these records have been 
exrunbred. Funher cnquiris tm king held now." 



Ihe Cmm~ttcc would nlw like it to be ascertained whether there arc 
any grounds for taking on). ,act~on against any of the other hrms involvcd 
in the import and supply of thew tym. 

1.136. Tltc Public Accounts Committee had asked for a written mply 
.on thc raising of thc monetary limit from Hs. 2 lltkhs to Rs. 10 lakh5 
against rate contract in March. 1963, in thir case. I t  was stated in ti 

written reply ''Initially the rate confract provided for a menetnry limit of 
Ks. 2 lak h s  upto which Dircct Ikmrtnding C)tficcrs could place supply orders 
.directly. In March, 1963. M s.  Hamkrishlrn Kulwant Rni made u request 
for riii~ing this nwnctary h i t  up to Rs. I0 ltlkhs to facilitate dcfencc 
~ndcntors to place large order\. To enable the defence indenton to utiliw 
ttictr fund\ twforc thr closing of the financial year i .tS. 31sr March, 1963, 
thc rrque\t o f  the lirni W;I\ ~ I C C ' C ~ X C ~  and rnonetury limit raixd to Rs. 10 
lahh hv an anlcndnit-nt lettcr r\sued on 12th March, 1963." 

1 137.  Ouring cvitiencc. thc I).G.S.&D infor~tlcd thc Committee, "We 
a4lc.d the prc\iou~ incu~nbcr~t hctu this happcned. fie said quite oftcn 
indrt..tcrrs vcrhally itskcti L1.Ci.S. d;: I).. to raise thc limif. tic says that this 
rn~pht hakc h.ippncd ~n t h ~ \  p u - t ~ ~ u l i i r  c,~\c The ac tu~ l  request on rccord 
W A X  Iron] thc firm. I3ut he unticrstocxl that there wa\ an urgent demrznd 
from Ikfencr iind that tic nould bc hclpmg dcfencc indentors if he r:tiwd 
the hm~t " The ('onrmrttcc po~ntcd o u t  that there wall no evidencc on thc 
file that thc Ikfencc indentor\ asked for thls. The D.G.S. & D.. stated 
"Therc I \  no rv~dcncc " Asked whether thl\ revised limit was carried 
beyond 31st March. 1963. the D.G.S. & D., Mated. "I think so.'' A~ked 
as to why 11 wo\ carned over when the whole purpose of raiqing the hmit 
was to uflll\c the fund\ hefore the close of the financial year, the witness 
stated "1 don't think specific consideration was given to this matter." 

1.138. T h e  Committee asked the Defence Secretary whether any such 
request was made by the Defence Ministry to the D.G.S. & D., regarding 
raising the limit from Rs. 2 lakhs to Rs. 10 lakhs because there were urfient 
purchases to be made. The Secretary, Ministry of Defence stated "There 
is nothing on record that we have asked for it." 

1.m. T b t C a r r i # c e 6 m d m i t w s s p & u i l y a t t k h a r r r e o f 1 1 K  
6m M/r. Ramhhbm Rai tLJ,tbe D.GS. & D., nriwl 
t k ~ f o r p h c i 8 g o r d c n b o r I b .  2 ~ t o R s .  lOhWb.8li.rtrdt 
ammct an 1UIL: Mmdh, 1%3. 1. Ilrr! a4stnce d my req#1 for 
tpg.rYLKnmimydDckrc,tiem lea, tkt - 4 t h  
mmhTy Bril wm aicnmtd$oi.*a*IrnJLa-- 
-rrdrdar - , - - d d a m e b I r * M  ---. 



I ,  140 Ihc t 'c~rttri~ttlcc In para 4 1 X af thc~r  64th Rcport had nientrmcd 
that a mectmg was hcld rn the room of the Minister of Statc for Dcfencc 
m 30th Jul), 1062 I he C r rn~n~~r lcc  had been rnfornlcd that ,tr that 
mrelrnp Ir HilC dcctdcd that "11 would not advi\sbk to prcxurc t y r c ~  
rrd tubes f ronr  ~ h c  'rtcxks rrvrrilahie w ~ t h  thc Stutc Trodtng Chrporatron in 
ur far . r l  thc rcqulrcnlcnt\ of forward arcus arc conccmcd. In repard to 
tyrcs and ruts\  rcyutrcd for othcr area%, thcrc would bL. nu ibhjl'~11on 10 
thcrr IN iaurcincrr~ h) ~ h c  cntry crn !tic Ijordcr Koid Orpnrs,itton 11 ihc 
p r t m  wcrc *atlrfuctortly r t l l cd  by thc 11.Ci.S.BD.. end thc tyrcs and 
I u l m  c o t i f ~ ~ r ~ n c ~ l  11, !tic P I C I C ~ I ~ ~  q)~cilicdt~on\.' '  

1 1 J1! 1 tic I n ~ c r - t l c p . ~ ~ ~ n ~ c n ~ . ~ l  ( onirr~tttrc In their Rcpvf h ~ k c  rutcr-  
d t r  l)h\cr\cti ' In the ,thzcncr 01 ,I rccnrti of t i~w~sztcm\ of tht  rnectmg. 
it IS not yx)\siblc to \tale at thk stage with accuracy on what bass thc 
Jistinchon Ha\ made k t u c c n  the y e s  rcqurrcd for forward arcas and 
those for othcr areira Appdrqtly. thc intention was that, as these tyres 
wcrc impnned for the f~nt trnzc and they were m storage for somctlmc. it 
would not he: zrdv~suhlc to use thcm in forward arcas and thereby take a 
p s i b l e  risk. D~scuss~tms wrth many of thr officers, who were prcscnt 
nt ~ h c  mccting. rcvculrd that no indication was given at the meeting that 
the tyrcs wcrc not lower specifications and that complaint!, had been 
reccivcd from thc in~porurs. No distinction is, howewr. being made, at 
present, between the tyres require for forward areas and those for other 
areas." 

I ,  143. Thc Ministry of kfence have sent the following reply in 
pursuance af tbc rccommcndntions ot the Public Accounts Committee: 

"As already explained to the Public Accounts Committee vide 
paragraphs 4.18 and 4.19 af Chapter IV d the report, it is not 
pawible ut this stage to  state on what basis the distinction 
was made between the tyres required for forward mas 
and those for other areas. Apparently the intention at 



&at time was tbat no risk could be token by u J i q  these tyres. 
w h i  were being bought for the first time, m forward arms. 
At present M) distinction is being made between tym q u i r e d  
for forward arras and that for other nrcas" 

1 .I44 The Cmm~tttt  drew the ntrmtim of the Min~str) r ~ f  Defcncc 
to  the suppkmcntary questions ackcd on Stamd Oucstlons No 58 and 
73 on 27th March. 1967 tn the Lok Sabh whew it was, pointed out hy an 
k n .  member that wmc rnstmctions wwc issucd by the Army Hc:idqu,~rrcl\ 
Mmstry of Defeacc that the tyrcs purchsrxd through the ctcxh~sts of rhc 
S.T.C.. shouid not be issucd to thc forward areas and that in spitc of thrw 
instructions,. Some of the implrned tyres wcrc iqsued to the forward ,Irein 
The: Committtx desire to know in prtrculilr. 

" ( I )  whether uny mstructwns wcrc rswxi b j  the Mmstry of Iktcnrc 
to Army ticadquttrtcn or by Army Headquarter\ to C . 0  1). 
K;tndiiili ( d a d )  etc not to issue these tyres for use in tile 
forward areas 11 40. a copy of the ~nstructiom ~srucd on the 
w h p t  ma\ ple.~w be furnrbhed 

1 1 1 )  uhrthcr therc was ilny infringcnwnt of ttic ithow crrderu'.' It' 
so, the number of case\ whcrc it t w k  place, may kindly hc 
stated. 

(111) the number of tyrc\ wh~ch were issued to thc forward iIrca\ out 
o f  the tyrw purchased through thc stockists of S.T.C. 

( I \ . )  whcthcr .my lyre\ ~ \ w c d  to thC forward ;ma \  out of [hi\ \tot l 
Here w~thdr;twn rub\cquently ? I f  $0, when wcre they w ~ h -  
dr.iwn and what was thcir exact nun1h.r '?" 

1.145, 'l'he Ministry of tktfcncr have furnished the following rcply : 
"( i)  A decision W;IS taken on 30th July, 1962 that it would not be 

adviwble to prwurc thc imported tyrcs to nwct the rcyttirc- 
mrntc of forward arqas. Army ticadqu;trtcr'> rcprcwrit;~tivcs 
were present at thc meeting where thia decision W;IS taken. It 
was also conlmunicated sub.jequcntly in writing t o  MGO on 
the 22nd July I963 Appendix VI that in so far a\ the I~cfence 
Services were conccrncd, it hiid becn dccidcd that i t  \rlould no! 
he .correct to use these tyres in forward itreas as the~r  qudity 
was not up to the mark. Army ticadquartcrs however, did 
not communicate this decision to the lower authoritie5. 

(ii) The circumstances under which thc decision ol' the Ikfcnce 
Ministry not to issue imported tyres to forward area\ was not 
communicated by the Army Headcjuarters to the lower f o n a -  
t bns  have been investigated and necessary action has been taken 
in the matter. The position is explained in the statement p W  
patad in impkmenbtion of an assurance, a copy of which 
attached Appcndix VII. 



1 146 Rcfcrrrn~ to the i h v c  mply, the ('ontrnmx dcwed to hncvu 
wharhcr Army Hcadquencrn had taken any rpcc~fk dcciww not to ~nrplc- 
~ m r t  the dimtiw d the Minirtcr of State for Dcfencc Prrductmn I hc 
Mintrtry of Dcfcncc huvc *talc In a wr~ttcn mtc tfi.tr "~hcrr Ir nohing o n  
rccurd to indicatc ;hut an) \pcctf~c dccrston was tilLcn h) thc Army Head- 
quertm M)I to ~mpIemcnt the dccrsron that the t m p m d  lyre\ should mt hc 
uucd in the forward arcas, The circumt&mccs In wh~ch rhc dcc~sion was 
not carnnrunrc;~~cd h) the Army Hc;idquutcr\ ti) thr loucr fc~mmatrons hnvc 
drcndy bccn caplmnrd In thc atidtcmcnt prcpurcd In Ihc ~mplcmcntarron (11 
the ;rwlrsncc pvcn to Prulierncnt rdc Appcndtx VII  " 



1 . I  48 The C'cwnmntee. In paras 4 43, 4 46 .tnd 5 I (  12 h d  c~~t~mcntcxl  
on thc dtiey m the mmmunicatian of the specific ordcrs of the Mitwtcr 
of Defence dated 19th April. 1963, to t h  effect that: "As thc tyrm arc 
nrrt of the quality and are not Ikcccly to br used in the forward .ireit\. rhq 
vhould not hc purchswd ar d l  for defence puv " 

1 I 49 The ('tmrm~ttcc had not ;~cccplcJ thc argurwnt put i o r ~ d ~ d  t r j  
Government dunng c ~ ~ d c n c c  that "as the file was taken away by the SIBt' 
from 29th .Aprrl to 25th June. 19h.I' fornl,tl orticr\ ccwolunrcrtttng ftic 
Jtrcctrw of the Mtnistcr of Defcncc cwld  not lx issued unt~l  19th Juh. 
1063. 

1 . 1 SO I he Mmistrq o f  Dcfcncc have intir11,ltcd that thc following action 
hm k r n  t a k n  on  thc ;ifirrcrr.trntioncJ rcconrmendittior~s of the P h l i c  4 ~ , -  
counts Con~nuttec. 

"A further c x m r n , ~ t m  of thc tSel,ty w111ch hi~$ wcurrcd In L O I ~  

muntcatrnp the IMencr Mrnl-der's ordcrs ot 19th A yrd. l 9 h  3 
has been rnadc One Undcr Secretary and one Scctron OM~ccr 
hmc been held rc\pc~nstbk for an avoidable delay. Diwplin;\~y 
action t \  being tiIkcn agarnst them As a renicdtal mcit\ure. 
~nstructt~m\ have hccn ~\*ucd on 19th kptcrirhc~ I OOh ~ h , t t ,  

when ,I dccwon 1s [ d e n  hy Govcrnn~ent nccc$sitding the i w e  
of orden. the orders \hould rssuc promptly I f  thc filc 1s 
rcqutrcd [or any other purposes. the n w e  of cuders should nnt 
bc dclayed but the ordcrs should issue forthwith and filo 
rrkalrcd thereafter A copy of thc instructions is attached 
Appcnd~x \'Ill". 

1.151. h rlm of tbe hlrclll by Government the Committee do 
sol dtsirr la pm# tbe wtr hrt)cr. TBty amwt, bowevcr, too 
w y  empLvrLrc U.1 dmMdm#w poccdarss and nrrlPlnen %houkl 
k f d # y ~ b c o l w e y , ~ ~ , s p c d 8 c o r d e r n o f U w M l ~  
to .It ceemmed lor frrltbfir) implemmab. 

1 . I  52 The Public Account\ Commitfee in para\ 4 9 to 4.12 of thcrr 
44th Report had dealt w~ th  the case ot the purchilrc by the C.O 1) 
K d i v i l i  (Malad) of 7,100 THR tyres, against the requircmcnts of cros-- 
country tyrcs from MIS. Ramkrishan Kulwant Rai through the 11 G S &D 
The representative of the Ministry of Defence had informcd thC ( ' I ~ I -  

mitt= that "on 2nd September, 1966, whilc the file relating to tht\ L J C  

was k i n g  b k L S d  into, it was noticed by the Dcfcncc Secretary that tlrcrc 
vao something whrSfi required investigation. The Dcfencc Scrctary im- 
mediately scnt a note to Master General of Ordnance asking him &) c i s  



dud an rnve~tigatkln u to how C.0.D , K d v i l i  ( M a ) .  rctplad ty- 
of diffcrcnt pattern fmm thau: whkh had barn i* lor." n#  con^. 
mittcc had Jcsircd that they "wcwld likc to know in due course thc rr*trii 
of rnvcrtiptrcm p r o p o d  to br ma& in t k  caw regarding amptanc?c of 
'the ryrcv af npccifkat~an* othcr than thew indented for by C O.D. Kmdi- 
vilr." (Para 4 12 01 W h  Report ) 

1 153 7Xlc ('on~rmttcc ulm ntucd In para 4 45 of thcrr 64th Report 
that "' rcn 15th Apnl, the Ikfcncc 'iecretary ~nforrncd thc atrnry 
Authorrrrcx rhtrr no tymc ahrwld be purchaxd from thew tuo  firms \.I:. 

U / s .  Wtlmkr~nhun Kulwnnt Rai and M s GISWO On 15th 4pr1l. IWI3, 
thc Army CScndqurrrtcrn hud e l w  ucnt a signal 80 C 0.1) Ki~ndrv~h. prohi- 
birrng plrtctnp ol funher ordcn w t h  thcw two firms w.- M f Ramkriahan 
Kulwirnt Har ,rnd M s CiISSCo C O  I ) .  Knndrv~l! fitll~d to takc tm- 
mcdrc~lc actron to cancel thc rndcnt dated 9th 1 chruar). 1963. iqarnst 
which the o r k r  was plwed by I) C.i S.dtD a\ late ,t'i 12th June. 1953 nit. 
("crmnr~ttcc fccl that this. fmlurc on the par1 of thc C ' O  I) Kandruh rc- 
r l ~ ~ r c d  Itwktnp rnto " 

I 154. Ihc Inter-lkpurlrncntul Cornnl~lrrc rn thcrr Report stated 

" Ihc  conduct of 8hc 0Ilicc.r Coamiindlnp. ('cntral Ordnencc I k p ) t ,  
K;tndivtli, in the &it! wlnting t o  t l ~ r  ;~rc.eptancc of THK 
pi~ttcrn tyrtr in lrcu of cror* ciwntr! p;ittcm tyrcs ;15 crrigi- 
rlally tfcrnimlcd I)! hrri~ h;ir hccn cxmrned in detail. 'T'hc ex- 
~ h n n t i o n  ollcrcd I?! Iunr \uhcqucnll! lot xcepting t h e e  
tyrch wns ntbt cc)nsidcrcd ~;ilr~f;ictcw~. Even though hc had 
written to thr I.'XiS&I) on I2-4-h? ac~ccpting thew tyrc\ zcith- 
out consulting thr ;tl~propri;ttc higher iiuthoritics ycl. at least, 
cm rwcipt of Arm) t~iciidqu;irtt.r\ h i p a l  dated 1.2-&(13 hc 
should have candled tw lcttc~ t o  thr IXi%D and zrlso re- 
ported to Army Hciltlquurtcr~. f-uriher. he pot the tyrer; en- 
m i n d  hy his own technical supervisors insteid of I'DE 
Inspectors before giving, his acccptirnce to the EX;Sg;D op 

12-4-4.7. He wus, thercforc, ttcld respcmsihle and his pen- 
sion hirs hcrn rcduced by unc d~ i rd  a.s ;I pendry. His nor- 
marl pension i s  Rs. 5.75 . per nlenlicna imd the reduced pension 
is Rs. 357,- p.m." (The  Comnlutd value of one third of the 
pension i s  Us. 30.096 1 .  

1.155 The Ministry of Defence have intimutcd that the following action 
has hcen t a k a  by Gawmmcnt in pursuance of :he r=ommendations of 
the Public Accounts Committee : 

"The conduct of the Officer Commanding. Central Ordnance Depor, 
Kandivili, in the deal relating to  the acceptance of 1 NR pat- 
tern tyres as originany dcmandcd by him has becn c l r a m i d  



h M. r)K: ckfprhlts oommitted by him hnvc bcm mentioarad 
st pan 4.3 on pages S6 to 58 of thc Roprt  cjf dic Inter- 
Departmrnzd Committee (Appendix 1 ).  The cxplma- 
daa &red by him for rrcc~ptinlq t h e  tyrcs was no& 
corwidEd satisfoaory. Apart from thc said dcldult ,. he got 
the t y m  catmintd by his own technical suprv iwn tnstclrd 
of TDE inspectors before dving his acceptance to .hc litiStD 
on 12-4-63. He was, thcrcfote, held mspcmiblc d s d  nv- p n -  
sian has k e n  reduccli by onc third as a penalty. lIis nurtual 
pornion is Rs. $351- per mcnscnl and thc reduccd pensiim is 
Rs. 357/- per mmscm." 

Premature retirement of C.O.D. Kur~ciivili 
1.156. The Committee desired to have a note from the Ministry of 

Ikfence indicating intrr-uha ( t i )  when the Officer Commanding, Central 
Ordnance Depot, Kandivtli (Millad) had first nppticd for pmmturc mire- 
m n t  and thc ground thcrmf; and ( b )  the reasons for acr,.t!iri~ to htc 
r q u c u t  and the date of iswe o f  orders. The Ministry of Dcfcncc hnvc 
statcd in a written note that "Mnjm. . . . .O.C., Central Ordnarrr. Depot, 
Midad, originally rtppiicd for premature retirement on 21st Novcml~cr, 
1963. nut, although recon~mcndccl by Army tleadquarters, 11:: Ikfcncc 
Minister considcrcd thdt the rcitxJns given wcrc not adyu .~ ic  to j l ~ t i f y  
permission to retirc premuturcly. At that time, the reasons givcn by 

He had been given ;! low me&cal category dne to hiq iniuricu 
sustained in n semm accidcnt and, therefore, had no chance 
of getting promotion and he was not likely to get a disability 
pension as his disability was not considered attributable to 
service; 

His daughter was suffering from a heart diwa,e arid ncedcd 
prolonged rest and care; 

He had at that time a better chance of reh4ilitation in  civil 
life . 

1.157. He renewed his raqliaat for premature retirement on 23rd 
January, 1965, on the ground that his posting out of Bolnhy wctrltl trrrce 
him to maintain two establishments and prevent him from looking after his 
ailing daughter and seeking rehabilitation in civil empinymcnt and that, 
due to his low madical category, he was likdy to be suprscdeil. At that 
time, &re was an embargo on retirement and thc Dcfencc Minister 
<Ihacttd tbat the casa mg3f be reopenad after the embargo was liftcd. Thc 
csrs was rzvjved in March, 1966, after the embargo had brcn lifted bd, 
in whv of certain mqpiries &at were pending against him Involving #r@c 
tEllasrctions of pfdurac, his appkdcm for retirammi war not parr* 





imparted tyns purchased by COD Kandiviti against thc rate contract in 
3962 Ihd 1963 :-- 

I . lbO. The Committee asked the Ministry of Defence whether Gov- 
ernment had madc ''any exhau~tivc cnyuiry into the manner of placing of 
ordm or inspaxion or pynrent made by COD Malad against thc rate con- 
tract to M./s. Ram Krishan Ku\w;mt Rai and M/s .  GlSSCO in 19631 
If so, what irregularities have been noticed therein and what i~ction has 
been taken against the party at fault ?" 

1.161. ~~e Ministry of Defence have furnished the requisite infor- 
mation in a written note dated 27th July, 1967, which is reproduced in 
Appaulix IX. 

The Ministry of Matte have stated inter uliu therein that the two 
soppSy orders of 15th March, 1963, and 18th March, 1963, werc placed 
by CJOD KPadivili in pursuance of the approval of the Chief Superin- 
ttadcat Dtvcbpment TDE(V) Ahcmadnagar on 5th March, I963 
(Appendix X) in rcqxms to OAcer Comnanding, COD Kandivili's letter 
dated 30th January, 1963. Tbq Ministry's note further states :- 



tbc T'iX%V"), thc wpply ordm for 2850 tyrcs was p l d  on 
MIS. rZam Krishan Kulwant Rsi an 15th March, 1963 a d  br  
850 tyre on M k. GISS<T) on 18th March. 1963." 

"A funhcr yucry has b a n  whether any irregularity has been 
natW on !hr. part d the CQD Malad in making payment 
lor thc ryrw p l r c b d  aplnst the rate contract. In this 
canncaicln, it may bc clrrrtfkd that pyncnt lor tyrcs pur 
chawd i~pinut rate contrrra ic; made by thc Pay & Accounts 
CMiccr, Ministry of Works, tlousing and Supply. and not by 
COI) Kandivili." 

"It is unctcrrlinwi that thc S W .  has rcpstcred it case against Shri 
Ran1 Krishnn Kulwnnt Rai under Section 320 IW. If any 
lurthcr irregularities committed in the tranwclions arc brought 
to notice in thc caurso of  invcstigatinn in tho light of thc 
rcwlt of S.P.E. cnquiry thc positicm would bc fuflhcr 
rcvicwcd ." 

1.162. f t  would bc rccallcd thirt r t w  Puhlic AccounL\ Catnmittac had 
mtioncd in pm 4.39 01 their bath H r p r t  thdt Army H~~dquar te r s  had 
riont n s i p i l  on thc 15th April. 190.7 to COD iiandivili to the effect that: 

''Nu further supply orders will hc @actxi on M,\. Ram Krishan 
Kulwnnt Rai and Gcnccd Indi~strial Qorcs Supplying Company 
without p io r  :~ppowl of this Hcudqunrtcr?;." 



1,166. Thc Public Aavwrnts Committee in para 3.93 of their 64th 
Report had okrvclt irtrersiia:- 

*'The -it- m t  to noU that after the: recclpt of the m p r t  
on 2nd A,@, 1966. from the Diricctor of I h s p ~ l o a ,  V&ic;ka, 
Ahrncdnagar, mentioning therein that an cxnmination of dcfcc. 
t i w  tyres rrocuied that they w t e  considerably Irghtcr and 
weaker in &sip and m-ommended to hc classified it\  PR-It1 
standard typc instcad of PR.12 track grip pattern, no nctron 
wu taken om gain st tht Inspecting 0Ricar.c of the Amiy and 
Inspecting Otticer of the w!%Il for accepting tyrcs crl 
inferior quality. The Cwlmittcc arc al:rrmcd at the way thc 
Defcncc nccds wcrc prwurcd in this caw. Against thc delinitc 
indent for CC' type tyreq, wmc indiffcrcnt quality wit\ p u r -  
chased, supplied. inspotcd und paid for . ." 

1.167. l'hc Min~\try of Ikfcncc have ~ndicated that ~ h c  following 
action has been taken in purw;lncc of the above reconin~cndution : 

..[kftl:~c.* In\pcctors urri:d rwt viwd inspection prcscribcd undcr 
thc existing prtwdurc and with reference to the details con- 
tained in thc Supply Ordcr.'A.T. and thc dctlrils stcncillcd; 
cnlbtascd on thc tyrcs when supply rnatcriulised against thc 
ordcrs placcd by the Ikfencc indcntors. Thcy howcvcr, did 
not raise a query with thc mS&D o r  the Officcr Command 
ing, ('cntral Ordnancc Dcpot, Malad, for reconciliation of thc 
correct pattern required undcr the A t T  placed on 12th Junc. 
1963, for 7.100 THR tyres becausc the tread pattcrn indicated 

in th A T was THR pattcrn. However, thc citalobwc numkr 
indicated in the A ' T  rclatcd to the Cross Country pattcrn mrl 
there is no scprtrate catalogue number for the THR pattcrn. 
Further, their suspicion should have been aroused by the fact 
that the ply rating, was not embossed, as is the case with Indian 
tvrw, but only stencilled. These aspects arc k i n g  invcstigatrd 
furthdr with a view to fixing respoaui:bility on thc omcers con- 
cerned. There does not, however, appear to be any reason 
to suspect collusion between the Defence lnspcctars on the 
one hand and the purchascrs'suppliers on the other " 

1.168. h r i n g  evidence, the Committee referred to the lapses on the 
put of the inspectors of the Defence Department and asked whether anv 
action has been taken in regard to the lapses. The Secretary, Ministry of 
Dcftllcc stated : 

"We are appointing a court of enquiry to go into thc question. 
They (Inter Departmental Committee) have suggested that , 



Action rm Q t k  Reccmmndmion by Government 

1.170. The Committbc haw commented on the .d&m t aka  aalcl; 
iaotivbd f o a l  the Owcrnmcnt un some d the imprtant paras madioaad 
in #hair 64th Report. hc ConuniW have no doubt that Government wil l  
take aQqurtc lldkm in rcykct d other raccnnmdatims which have 
rlreody boul accepted by them and which have, thedore, not baea am- 
nranteri upon ~pocifically in lh is  rtport. 



2.2.htLbrccsrrrri..tb.d~ore.boPttbcporcBucdddscChc 
(Irss,CbcCwrai(tecwooldtiketohigMIgMeerbinDspccbo(Ihc~. 
I. roQpsa d tk at S. Nos. 1, 2, 3, 4, 5, 11, 52(1), 52(4) 
rd 5YS) rqpdmg tbe amsmeat of req~iremat& t&e Miniltry of Co, 
ocrcs h v e  .ccopted tbc s q p & i o a  of & lot--cab1 Commlttec 
lhrd "Lbkbg of thc dkged wCCdlltju8a&ioa of the kaport rquhnwb 
lrrisb the m l t i e s  crpsrksosd sobaeqaentlp in tbe djsPCMIl of t y m  I.). 
ported b, 1961 ia lmt, tbsrdor,, )wtlbinblc." m comar#lec mgrct fbsJ 
cmnot accept tbc np);l ol tbc Mlaisbg d Cmmmem md bold tbd, II 
the reqrrinogcrts h.d bcm amcctly -d, the gap between 1&! de-4 
d the uapply wwid  b v e  besa fouud to be tar narrower. In fact, it my 
w d I  h e  beem I t 4  tlmt tkcro was co Justification for the Mtafstry d 
Caauaorce to diract tbe S.T.C. to imporct ghat tyres to tbc hmc of 1,20,066 
m 1961. Tbc! Committee, tbmfore, d e r a t e  the observatb madt by 
thm culler h paris 1.28 to 1.31 md 5.1 ol their 64th Report that tk 
~dsion  to irPport tbe t p a  in such large numbers from 'rupee p a y m d  
a m n t r k s r r r s , w t t a k e n d t a a t b o n o c q C h ~ t h o f a O ~ d ~  
poMem 





2.11. A+ from tbe &lay in commenkat& tbc ordcrs dated 19th 
Ap$ 1963, of tbc Dcf- MUacr,  tbcrc was a failure in thc Ministry 
d IMemce to mmam&sc the d c & h  t.Lm at the mceting 
W 3~ tbc room 4 tbc Mhister of W e  for Defence on 30tb July, 1962, 
r h t  i t  wollld tw4 be ddLYsbk to procure tym and tubes from the do& 
m v d l a b &  with the S.T.C. in so far as the requirements of tbe forward a m  
were C O A C C ~ D ~ .  This decision was communicated to the MCQ's Brnach oa 
22d July, 1963, i . ~ . .  after nearly a yert. This delay of about a year eecdr a Into as it might also have bccr n cortribotory factor ta tbc issue 
of raaat of these tym to the forward areas. 

2.12 The Co~m&tee bnve also not been able to appreciate kow the 
"yrc1F).clts' ccwdttcd by tbe C.O.D., Knadiviti (Malad) L accept@ 5,904 
THR tyrra io lieu d mass country tyrcs in contravention of the 1aRtructiow 
of Army Headquarters wes aver-looked wkik  pmcestb hLr application 
for pre-mature dremelrt  mtd he was allowed to retire on 16th Ikcembcr, 
1966 Pad that contrary to the L.etructionr of tbe Defence Seembuy t h t  
an brMstiprtion sbould be undertaken hto  tbe ca.w and the obscrvrtians 
nude by the P.A.C. on tbc conduct of this d c e r  in tbch 64tb Report 
@rcaclrCcd to tbc Hoose on t k  3Otb November, 1966). 

The Firms 

2.13. As relprds tbt Anas, the Comsritttc andcrYdnnd lhP2 tbe Central 
Bot(r1 of Invdgatioa is lookhg Wo the ase ngnM M / s  Ramkrishan 
K s h a  Rd. After the h r j h  of the Higb Cowl is vmted, she Com- 
d t m  would a h  like to be Wormed of th adion tnkcn qpbt the firm. 
The CommWee would also Ulre it to bt PscatPi.cd wbctber there we my 
gmmb for t a b g  m y  action against my of the other firm i.vdvcd ia 
t k b p o r t n d ~ I y O f t b e g c t y r e 8 .  

NEW Detiu; M. R. MASANI, 
The 5th Augwf, 1967. C h a i m ,  
b w a  14, 1889 (Saka). PuMc Accounts Commmrtl#. 



(Refenct Pam. 1.7 of the Report) 

CHAPTER I 

MTRODUCTION 
1.1. Under the Ministry of Defence Office Mcnroranduar No. 1 4 ( I ) /  

67/D(O-I) dated the 18th April, 1967 (Annexurc I), an Inter-Dcpartmcntal 
Committee consisting d Shri G. L. Sheth. Additional Sacrebry. Ministry 
of Defence (as Chairman) and Sarvashri I. S. Lsll, Dircclor-General, Sup 
plies and Disposals und G. C. I,. Joncja, Cammi.usioner. Civil Supplies, 
Ministry of Commcrcc, as members. was constituted to consider the various 
racwunendations and observoticms of the Public Accounts Committee In 
t k i r  64th Report (3rd 1 ~ k  SRbha) relating to the purchnsc of tyrcs, Shri 
K. Rajagopalan. Deputy Secretary, Ministry of Defence, was appointed as 
Secretary to the Committee. The Committee's terms of rcfercncc were as 
follows:- 

(a) To fix responsibilities for thc various lapses revealed in this case 
oa the part of the oficcrs in a11 the three Ministries and rug- 
gat remedial m#i.wres; 

(%) To take steps to aaEcss the losm nuffaed by tha various 
otficcs-Defcnce, Transport Undertitkinips etc., due to the 
purchase ofthege defective tyr& and secure adequate oompon- 
sation from the firms, and 

(c) To suggest a reply to the various rccommendations/obrerva- 
tions of the Public Accounts Committee detailed in Appendu 
XIV to tlie Report. 

1.2. We discuscd the various aspects of this case with the following 
&xm- 

1. Lt. Gen. A. C. Iyappa, Master Geaeral of Ordnance. 

2. Shri S. K. Mukherjce, Secretary, Eorda Roads Developneat 
Board 

3. Shri K. C. Jain, Deputy Secrdary, Ministry of D ~ ~ I Y x .  



4. Brig. N. S4 !hndhu, BAOC HQ WCIICm COmmand [fonmdy 
DDCSIMT). Ann) f f adquarters]. 

7. Shri M. M. Bmc, Dirrxtor of lnspccrion, D.G.S. & D., Calcutta. 

8. Shri K Rumuchmdarm, D~rcctor. Kcgcarch and D ~ v e l g m t a t  
(Vehicles), Department of Defence Prductim. 

9. Dr. A. Stcrhrarnaiah, Stnior lndurtrirl Adviser (Chemicals), 
D.G.T.D., Ministry of Indusvial Development. 

10. Cul. K. C. John, DEputy Director of lnspcction (Vehicks). De- 
fwtmUIt of D&a'Ice Produdion. 

1 1 .  Lt. Col. M. S. V. Rao (who was inchurpc of CIV Wing. FJombay 
during Junc/July. l O 6 3 ) .  

12. Shri A. U. Paul, %or Scientific ORiccr (who war QBiccr-in- 
CAqc, C1V Banbay during major portion of inspctim). 

13. Shri P. J .  '1'ham;ls. 'I'cchnical Supervisor. Gradc 11. CIV, 
Bombay. 

Wc called on l l ~ c  Minister for Railways, Shri C. M. Poonacha (formerly 
Chairnrm, S I T )  m d  tho Mmistcr for Pctrcilcum and Chemicals, Shri K. 
RqWrunuiuh (formarly Minister tor Defcnct Production) to seek clarifi- 
d o n s  on certain aspects d thc caw. Wc have examined the papers sub- 
mjUsd 40 tba Wit Accounts Committee and the rclcvaat files of the Min- 
istries concerned on the subject. 

We held 24 s$ttinps and f ina l id  our report on 3rd July, 1967. 

1.3. Our findings and coaclusions nre cotuaind in the subsequent 
Chapters. 

1.4. Wc wodd like to place on record our appreciation of the c o w -  
tent manner in w&b Shri K. R ~ p l m ,  assisted us as Secretary of the 
Committee. 

Shri Rajagopalan had to go through wluminous records 80 provide the 
desired background material, tabulate replies and the points made in d 
d i w i a .  W e h a d ( o p a i n v a r y h r d w a k t o ~ ~ l ~ ~ M o u o t o f i n i s h t h c  
rrport by 3rd July, 1967. All tbis he had to do in addition to his normal 
dutb rrs Deputy Sacretuy. 



CHAPTER I 1  

AblN1STRY OF CONMERCE/STATE TRADING CORPORATION 

Ihc Minbtry of Commcrcc are canc-erneti with the dccision to im- 
pant tyrm and assessment of requirements and the Stnrc Trading Corpara- 
tion with the arrangemcnt for import and distribution and also assisting tho 
hms in liquidating the stoc.hs iniported. In thesc tr~nswtions, the Public 
Amounts Committee have made the following rccomn~cndations iobwrva- 
tioas: (Serial Numbers of the recomnlendations 'conclusicms 11s given in 
Appendix XIC' o f  their Report iirc i i l ~ j  indic:ttcd in brackets): 

(i) Assessment of ryuircn~ents was wide off the mark and was not 
h.wd on futf exan~ination of different aspects of the problem. 
There has becn delay also in importing thesc tyres. [St. Nos. 
I ,  2. 3, 4, 5, 11, 5 2  ( I ) ,  52(4), 52(5)]. - * 

(ii) A thorough investigation should be made into the qucstion of 
appointing Indian firms as agents of foreign suppliers. (SI. Nos. 
6, 7, 8 ,  9, 10 and 12). 

(iii) The financial rclationship bctwecn the State Trading Corporation 
and the Digtributars was not clear. Thc Statc Trading Cor- 
poration should get an authoritative lcgal opinion in consulta- 
tion with the Ministry of Law. [SI. Nw. 13, 14, 15 and 52(3)]. 

tiv) Failure on the part of the Statc Trading Corporation to verify 
quality of tyrcs. [SI. Nos. 16, 17 and 52(2)]. 

( v )  Non-submission of monthly Snles Returns by thc Indian firms 
and payment of double commission to M,'s. Ram Krishan Kul- 

t want Rai. (9. Nos. 21, 22 and 23). 

(vi) Nonchecking of quality and weight of tyres with the Bill of 
Lading. (Sf. No. 28). 

(vii) Assistance rendered by State Trading Corporation to the import- 
ing firms to liquidate stocks. [Sl. Nos. 3, 38, 40, 48, 52(6) 
and 52(7)]. 

* (viii) Nandisclosure of vital information to the D.G.S. & D., Defence 
M m q  and the public. [Sl. Nos. 18 to 20, 25, 29, 35, 39, 
49 and 52(6)3. 



2.2.1. Wc how cmidcrcd cwcfully the c h c r v a t h s  of the Public 
A c m t r  Comm~ttcc madc in par an 1.28 and 1 2 9  of the their Report re- 
garding &n,minmt d rcquircments d the quantum of imparts to be mada 
to ~(mtrul cffrct~vcly thc black markcr In cyrm wh~ch was thcn rampant. We 
have emmined all the mataid avai1aMc w d  al-w dtucuwd with Dr. Sectha- 
ram;lirh who was t h m  Dcvclopmcnt Ofliczs in the Dcvclopncnt Wing d 
thc Ministry of Commcrcc and Industry. Wc havc alrio msidcred veqf 
carefully thc various okrvntrcms made by the I)evelopmcnt Wing smoc 
April, 1959. 

2.2.2. EPrly m 1959, thn: Ucvelopmml Wing wcre oppncd to an) im- 
p r t s  of tyrm at a11 cm the pound irrrrr nlia, that the capandcd capacity d 
vofirwr c*tahliW fwtorica and liccnm i w ~ d  to neb unit5 wcntld rezuh 
in incrcaucd prtductrcm wd ccwcr the shimiipc (rl tvres In the country. How- 
c m ,  thc rilustim chanpcd ccmsidcraMy towards the end of 1959/edy 
1960 w h  aome of thcsc cqxxtutionr cd i n c r a . d  production did not mntb- 
rilrh~e. In fucl wmc of thc tvrcs faerorics which wcm cxpcctcd to go into 
production in 19W and wnw o f  thc exp:inairm which wcrc approved and 
which were also 1iWy to hear fruit by a b u t  this time only started to mate- 
rialisc in the latter part of 1961. 

2.2.3. In Jnnuary 1060, lhc D.G.T.D. cst~rnated that there would be a 
ol giant tyres to the clltcnt of 60.000 numbers during 1960 and 

the Dcvelopmcnt CHticcr recordad a note in April, 1960 recommending that 
tho State Trading Corpc~,lttcm would he well advised to import a further 
ZS,OOQ tyrcs, Thii rccommendntion was ma& after taking into account 
that the Statc Trading Corporatian had by that time already made arrange- 
mat s  to import 38,765 tyres. The position was further reviewed in Docem- 
bcr, 1960 when, on the h s i s  of the oxptctcd production of indigenous 
t p ,  a short&= of 1,23,OOO numbus was estimated for 1961. Against 
this dmtagc. the 9. lc  Trading ~aqxktion' mild  place orders only f a  
91,300 numbers, out of which Mdcrs far 18,000 numbers wcre subsequent- 
ly cancelled. It is pertinant to point out that no difhculry wbatsoenr was 
expariancLd in dra disposal ol the 311,765 tym o d c d  upto April, 1960 
.ad tbc IPfiha 21,096 which were ordcrad afte@ A p i l  1960 8 4  upt. 
August, 1960 or! the basis ol the raoMussllldPrkwr d the D e v c l o p a  OBi- 
cer q a h  the raquimmmts d 1960. EMimlch that were h 
Ibs d@umi a4 the 73,680 n u m b  d m d  subseqeatly a m  th ret 
4phe-t of 1961 are expl.iwd in psragrapb 6.2. 
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Z 2 . 4 . O a t b ~ ~ ~ t 0 b ~ ~ f ~ ~ t ~ ~ ~ ~ ~  
*h d e s r ~ n e d  Ihc quanuty to bc tmpHIed was s&tm- 

corrert. We submit h t  the ~bscr'b'aths the fubk A- 
C-ittac in th: lost portion of pam$raph 1.29 are not borne out by the 
w s  as re- in a egamdllian. Tk Ministry of Commerce ond la- 
W r y  wac in fact in close touch with the produclioa progrommrs of the 
indienous tym nmufacturers and wns receiving half yearly returns of their 
prod- figures. In fact, agamst an cst~mataci production of 10.84.000 
giyrt tyres k 1961, the actual production amounted to mly 9.89.470. Com- 
porcd to the cstrmated rcquiremcnts of 12,07,000 tyrcs for 1961, the tsti- 
mated dctkiency o f  1.23.O(X) t y m  crrcd tm the rtufir s ld t  We would fur- 
ther submit that the ltnkmg of the ullcgad ovcr-csunirtron of thc impat re- 
quucrnents with thc d~ffrcultles expeticnced subscqucntly in the d ~ q x n ~ r l  of 
t y m  rrnpttod in 1961 docs not appcar to bc justified. 

2.2.5. As regards the obscrvauons of the Public Accounts Comrnlttec 
h the concluding rntencc id plrd  5 I ( I ) of thclr r c p l ,  Dr. Sc~thiir.irilnioh, 
who was tht officer who rccordcd the nok da1e.J 2\41 July, 1959 us \rated 
kfore  u\ that hc had never made my such wgge4tions nor would rt have 
b a n  a pruct~cable propchltlon to ;rtit~pt We alw agree with him that the 
w M e  purposc for which this import wa\ decided upon woirld have been 
ftustrnted heuuu: of the long ume that would have becn takm in cvaluot- 
mp the f )  m in this manner. 

2.2 6.  In para 5.1(5), of t k i r  Report, the Public Accounts Committee 
have obscrvcd that, dcsp~te rrceipt of complaints about yualrty by the Statc 
Truding Corporation since April, 1960, fresh ordcrs far large quantities 
were p l a d  between January/ March, 1961. We have examined this mat- 
ter and find that orders placcd m January/March, 196 1 related to import 
of tyres from Poland and Hungary only. Hungarian tyrm were imported 
for the first time only in May, 1961 and the question of any complaint in 
rogard to thox tyres did not arise. In regard to Polish tyrcs, na complaint 
hod baen received prior to March, 1961. 

2.2.7. With regard to the observations made by the Public Accountg 
Ccm&ce in para 2.2. d their Report, we would like to point out that, 
Pfter the State Trading Corporation placed o r d m  on 12th Scptembcr, 1959 
for 4,740 Wm, they continued to receive further demands as a result of a 
Press Note irsuad by tbcm and further orders w a e  placed by them on the 
basis of the demands which thy received from time to time, until a general 
r d c w  was in Apil, 1960 and December, 1960 by the Development 
Whng to which we have already referred to in para 2.2.3. 

2.2.8 We have examined the Public hmrr~b o m t i o a r  
m p a r o 2 . 3 . d t h e i r R c p o r t r r i r h d ~ t o a \ n a i l r b b :  cacodb.aadW 
tiQt tboy awld oaiy rwy to oa s k ,  amdy, 750~2iB. In regard to 
otbor - nrmdy, lOOOX20 old uooxm, orcbn .rwre*plaocd ody 
rbebaairofdanurds~ve& 'I 



ft will hc smn from Appendix I to the PAC"% Report that, agaimt 73,300 
tyrca ordcrcd dur~ny: ttr pcr t td  f n w  3 1 st January 61 to 15th 3rd March 61 
agrmtn*t the aancttcm ptvcn for 1.20,CX)O rvm to hc inrprmcd during 1961, 
n~ppltcu commencccl in Aprtl 1961 and b l k  d them wuli completed by 
July 1YO1 Chlv ~htrur 13.250 nrrivdlwere s h i m !  in November 1961. 
T n m f r r r r ,  ttrc rcccmmmdatwri of the D.G.T.I.3, in this mpdct war by aad 
law fulfillcd. 11 i z  pcnincnr to ptnt  o w l  that, evtn as lstc as Junc 1961, 
thc tk~~ctclopracn~ Wirrp rmommrndcd that balance d quantity not oavcrcd 
by nnkrn almdy p l w d  be covered to moct the wticipstod shortage in rht 
country dwnp I Wil /fW?. It knmt, thcrcfoft, he staced that thc S.T.C. 

vicdpt& the rtmmnedlttinn sf the D.Ci.l'.D in thm respW. 



a;.rs dae so axwin asmardrnrsnts which t h y  m W  nut a r t y  wt in tim that 
rlw balurcc- d tylra oilrrtttd ncrt hs: aim in rim, The g o d s  wan, await- 
irqt shipment since 15th kp., I3ni. The firnl, t h m f ~ m ,  stated that it 
wtrcrM nar: bo pamihk far l k m  to c ~ c l  thc crmtrwt at thnt tjntc. 7hey 
atra PM m amuram that t k r ?  wt~ubf \+c no Jifticulty In rhc \;tic d t y m ,  
The Exchrnp Cnntrnl of t, e 'mpnrt Liccncc was wcard~n$ly handd 
over to the th pointing out th;~f rhc rcspnribiliry for sak of ryws HEW 
entimi!, *It the fimt'u, ant! in vkw . ! z$c rrccnt ditticulticu, tt~nt h .J  hcc.n 
c x m ,  the Arm was m k e d  to rc.\vn4dcr the quevticwl of furthcr rnrpwts, 
Wc ;In satisfied t h ~ t  In \tea of :::L .im:r:rctual clrnrmitnwnt cn tcrd  Into 
and the fact thnt the cym acre waiting shipment t t  would nut have Iwcn 
justifiabtc to withhold the licence. 

2.3. A p p b b e a t  at I n d h  A v h  by i.'c* SupQlicn 
2.3.1 The Puhltc Accounts Cnmmittoc haw observed in w r n  2.18 of 

thn: k p w f  that a tht).wugh tnvcstigstic-m In to the appointment oF 
Indian firms as 8pfent.s d foreign suppliers was requimd. In para 2.20 they 
h;rw further ohrervcd that i t  was an unhealthy practlcc on the part of a 
Covcrnn~ent orgmimtlon to spmor  the caws of private firms for giving 
t h n ~  an agency of a forctgn firm. This was with mfcrencc to STC getting 
Messn Khernka & Co. ilppnintcd as agcnts of supplien in USSR on the 
prwv.1 that thr utruld rsurc greater cicprce of ccmtrol nnci ~upcrvision u.s 
M e w $  Khcrnlrr & Co. were already the a p t 3  in Indin for tyro manufac- 
turers In Crcc~h~r\lovirhta and Chrnn. 'Ihcy have also quationcd the "my- 
sterious" entry of Mew5 Ram Krishan Kulwnnt Rai as agents of suppliers 
in Hungary. We have enamtncd these observations. 

2.3.2. Paragraphs 1 to 3 of Part I l l  of Appendix 11 (page5 76 to 77) of 
the PAC's Rcpm explain the reasmu for the appointment of the various 
Indian agents by the fmiw supplicn. The Stale Trading Corporation 
addressed lcnrrs m 29.7.59 to the various Trado Repreaentatiom about the 
number of t p a  and s i z e  they would be in a p i t i a n  to supply ;iltma with 
the c.i.f. prices and the carliest &livery dates. The question of impnrt of 
tyrm from China and Czcxhmlovaliia wm ~1ubqucntly discucwd by tho 
SrC &trs with thc Trsdc Representations of thorre countricn on 2S.R.59. 
At that timc, the State Trading Corpn, informed the Trade Rcprcwntuticms 
that it was intended to import the tyrm and tubes by rhc 37°C direct and 
MJt through my ~ ~ n t 9 .  As the qudaticm given by them tncludd 5 pc.r 
cent on account of their agents commission, their quotatimri 5hould be re- 
garded = reduced by 5 p r  cent by virtue of direct purchaw try the Stnrc 
Tradiag Ccq~xattan. Qn 1 st September 1959, i t  rlppcan fmm a note 
ror01dcd on the fik that, the Dirc;clor and the Mirnaging Mrector had 
decided that IChmka.t were to be appointed &q S T C s  niilrihuton as they 
were thrt ageuur d ChchbsIwaEia mi China already. 'fbc R l u ~ i a n  sWP~~@$ 
shmW alao Ck handed by thsm. At pmm4 Khemka~ were R N l h  5 W 
.cml as a m  c i n n d l u n .  In aFd+f to covcr thdr  CXWW far mhyy 





Khcmkas w a s  d r d v  thc aptnu in M a  for China and Czccharknnklr, 
thc !&ate Trading Ccrrporatlan entered into a g m m n t  with Lhls Brnr as 

hy Trrdc R~prtscntotiow d Cscchdavakia and China. It in, no 
doubt. rnrc that the USSR supplkrr had not aominalcd any agent and tha 
S T  thcmscivrs took the initiatiw in sugpstinp the nanw of M e w s  Khan- 
k.t~ merely on the coniidcratim that they hnd already k e n  nominated by 
rhc Cxchmlovakian anti C'hinc. suppliers as thctr opcnt% in Indid It  has 
bern cxpla~ncd by Slntc Tradmg C w p r n u o n  that they w u l d  bc nhlc lo 
arrange a clcKwdinnted distribution of lyres through this upcnt who had 
pined enfrerjcnctl in ;hi\ hnc rather than hiwing to deal with ,I ncw party 

2 3.3 A\ regardc thc rppn tn l en t  o f  M e w s  Ram Krishm Kulwm Rai 
and the delay tn tinid~wt~on of the offer made by the Hungarian Coninwrci;rl 
Counwllnr d t c r  htq vis~t to thc STC's ottice on 14.12.bO. the fact5 us cx- 
plaincd to us arc as followls. 

2 .3  4 On the 14th Dccrnlher IW), lhc C'cmrncrriirl C.'ounscllor r l f  
flungarp callcd on the St.ltc l r d i n p  C'arprntron Lhrtnp discussions, he 
mcnt~oncd that Hunpry  would he tn a position to offer 4O.CWK) sct4 of lyre9 
rn l')bl--.1O.o(M wt\ In u t c  N25-20-12 ,rnd I O , O ( H )  \ct\ in slrr 750-20-10 
A\ a rczult of thew rl~\cu'rwms, thc St;jtc 'Tratllng Corptrr;~tion <cnt :I letter 
on 1 hth IkccnlEw. 19hO to the Hunprtiin t7onimcrcinl Counwllor ;\\kin): 
f o r  ttrc s p t t i c . ~ t ~ o n ~  ;mi  quot,rtions of the tyrm olTcrctl hy Hunprv  A 
lcttrr rl.itcJ thc 20th I k c  , 'M)o ~ , 5 \  ~ C C ' C I V C ~  from thc Hunp.~rtiin C 'O~II I ILT-  
ctnl C'mnwllor In the ('or;wrr,~l~t.m on thc 21rd 1)ccernhcr. 1060 which 
h w n c r .  .id mtt ccwt,un rhc. ycc~fic,~ttons of the tyrcci. Th is  was followcd 
h) ;~ncrrhcr Icttcr frnrn the l f u n p r i m  C'ounwllor dntrd the 23111 1)rccni- 
k r .  106f) rccelvd rn rhc Cnrpor;rtron on thc 24th I)ec.cmhcr, lL)hO ytvlnkv 
thc spccttic.~t~on\ nf thc tyrcs Only i ~ t  this stiipc, whcn tlic Stitte 'I'riltl~nr 
Cnrpor,ttton C , ~ C  1 0  h o w  the full dctails of the Hungariitn offcr. thc 
.cpccific,rt~orr\ and prlco ccrultl he ex;tni~ncd. I t  may be nmntionctl hcrc 
th,rt r [  wit\ for the t i n t  ttme t h t  llungariiin tyret wcrc offcrcd for c~rf'f'ly 
and [hi* offer needed examination. The prices quoted hv the Ilungarinn.; 
were cclnsidercd to be on the higher vdc vrherca\ the ywcifici~tic)n% wcrc 
wnw 31 lowcr as compared to tk indigenou\ \t;tntlards I t  may hc. added 
herc that at the w n e  time. another nficr from Poland was under conuidcrn- 
tion of the Slaw Trading Coqxwatrtm with ;I Llew t o  obta~ntng a rcductlon 
from the Polirh suppliers over the prices ilt which tyrcs from Pchnd 
i n p r t  cmtlrer After negotiation\, tht: prtce4 of thc Polkh tyrc4 in 4i t r .q  

875-20-12 and 750-20-10 were brouyht down f rom R c  E X  34 ;rod Nu. 
lhJ.50 to Rs, 210.00 and Rs 172 rrnpectivcly This reduction in ~oii(rh 
t j tcs  ultin~ately ma& the p i t i o n  of the State Trading Corwriition stronger 
,is-a-ilr the Hungmian suppliers to negotiate the prices with them. 

2.3.5. From the foregorng, it would bc . a n  that bincc 24th Dcccmber 
1960 whcn the specificatloas of the tyrcs were received from the Hun@- 



r im CmmmriaI CaurwUw till 3rd January, 1961 whezl H, s. Roas 
K&hm Kulw~nr Rgi np~~oachcd thc Slate Trading Corporatioa in Lhc 
mrttcr, fhe rnlenmxing p r i t d  was bcrng utiYucd far &mg a compuatiw 
dwfy of thc pr im and spccificationa of thc Hungarian tpreo as ui wcrc 
d c d  fm the Grnr rimc After having finaliso~ Ih.e purchasic: of Polinh 
tym m 1,2.(51, the Hunprrans were ah) ~>crsuadcd to bring down their 
prlccr from RI. 250 00 tu 210 and from Rs. 230.00 to HI. 172 00 per 
K?I rCIY)16C1ivcIy for a i m  HtS-20-12 and 756-20-10 and orders were p l d  
weordin& on 1 J 2 h l .  Ihc shove ujxx; wiu mfl unfortunately bmu@ 
to the ncllicc of the Public Accounts ,9mmtttec when the evidence of the 
State 'IPtrdtnp ("orpmtron wm rccc~r-kd by them. 

2.3 6. By the timc the Wungrhn oflcr wnc r e a i v d  through their 
Cammcrctrrl C'ounnellor. ~t had bccomc a writciy Lnown fact thnt the Statc 
Trading Corpretim was arranging for thc Impart of gain1 tyrw on a 
fairly lrtrgc mk. I t  1%. therefore, phsiblc thnt Mensrs Ran] Knahan 
Kuiw~nt Rpi cwmc to know from thc prcw m p m  and market about the 
S T n  intsrwt in purchasing tyrcs and contacted the Hungnrran suppi~crs 
in thc nlstlcr. Thc rantract w h ~ h  Mmrrrr Ram iirishan Kulwan~ Kal had 
alnody cntcrcd into with the Hungarian suppl~crs was. more or lm, in 
the nature of nn rlulfronmt~on oh~rttncd hy the fomtcr to act rs an agent 
af Ihe lrattcr rathcr thrm n lirni contract for the supply of tyrcs by Hungary 
ta India, an wiruM bc rccn that. whcrcns in this contract 10.0011 scts 
d tyrcs tn siw 825-20-12 wcrc allcrcd @25Q.Q0 per set and 5 ,000  scls 
of tym were nficml in h i m  750-20-10@ Rs. 230 per set; the prices in the 
obvc sins W C ~ C  uldmutcly reduced to Rs. 210.00 per  set and HP. 172.00 
pr set mpccttvely and the quantrty in sire 825-20-12 was ~ n c r c u d  from 
1 0 . ~ ~  wig to 30.W) wts and that in sim 750-20.10 was rncrerrxd from 
5.000 !lets to iu.m set\ 

2.3.7. Wc have considcrd \cry curcfully the cxpltlnntions now offcrcd 
by the Stntc Trading Crtrpmitton in regard 10 the xppointrnent of Messrs 
Khtmkns and Nnsrs Ram Krishan Kulwant Rai. We must p i n t  out, 
hawcvcr, that the original intention of the State Trading Corporation 
rppcws ta hove hcca to handle this import dircctly thcn~sslves. However, 

sudden chungc wwas mndc to appoint agents but no reasons haw been 
recorded for this chanp in their policy. It is not, therefore. clear whether 
the snruc considerations which arc now advanced weighed with them at 
that time. Even assuming thnt it was desirable to entrust this work to 
psiwtc p r t h  m account of STC's inexp~sicnce in this ficld, the metbod 
adoptad in appointing agcnrs d m  not rppex td' he sound. We consider 
tha, before edact3np t k i r  agents, it would have hecn a p g m p h t e  for the 
STC to hm invited public affcrs so that thc?g wouW have arrounsgd 
r o m ~  C C I I D $ C ~ ~ ~ ~ O ~  in ihc matter of margins which they dtimately gave 



rn drcit qauts.. It might haw also boron prssiMc fw them ta sccum 
rdirbk unb cxpericboad dcrkn to handle this busimt.  Wc orr: ah#, not 
amvinoed that Maagj Ram Krishan K u h t  Rui's dcctlon by tba 
Hurprians RQ their ~ ~ t s ,  which was thricwsly ma& nftcr the W u q p  
rkn C-1 Counstltcrt mudc an offer for thc supply of t y m  to 
India, woukl htvc becn ko ma& if puhlic oRers had hccn inujtcd. It b 
pr ihtc  that the Hungarian Commrcis! Counsellor would hwc appointed 
anybody wla.ted by the S.T.C. us thcir agents and thew w : ~ <  nothing 
spccial in the appintment of Mcsm Ram Krisbin Kulw.ult H,II hy the 
ilungarrm~ 3% t h t ~ r  agents. This wwld cyauliy apply to thc rrcnmnien- 
datim made by thc S.T.C to the I1.S.S.K. authorities for arppmting 
Mmm Khemkns as thcir agcnts for the supply of tyrcs from thc I1.S.S.R. 
to India. 

2.4.1. In paraprnphs 2.27 to 2.29 of their Report, the Public Accounts 
Committce hnvc madc thc following &scrvutions:-- 

( i )  There hus been Ii~ck of cure and ;~ttention in dreftinp tho 
agreement with the agents of the foreign suppliers. 'Tho 
legal opinions obtained on diflctent accasionx @vc cmnflict- 
inp views. 

( i i )  The Miniatry of I.uw had not k e n  spcificaily consulted. The 
State Trading Corporntion should gct IUI authoritative lrgal 
opinion in consultittion with thc Ministry of Lmw clearly 
spelling out the financial responsibility of the S.T.C. and 
their distributors in such caws. 

2.4.2. The first qrccmcnt in regard to import and distrihution of 
VTC6 was entered into by the Statc Trading Corporation with Messra 
Khernka (Agencies) Privatc Limited. Bombay, on 12.9.59. 'The aPrcc- 
mcnts entcred into by thc State Trading Corporatian nub%yucntly with 
this firm and with thc other firms followed bruadly this aprccment. After 
deciding to import tyrea from Czechoslovakia, China and IJ.S.S R .  thrtwh 
Messrs Khernka & C'o., the S.T.C. considered on 10.9.59 that thc sin~plect 
way w w k i  be to authorise the firm to cntcr into contractu with thc manu- 
facturers in foreign countrim and to import all the available quantitieq in 
s iu ls  825-20 and 900-20 (bath  10 and 12 ply J and to intimate t o  thc 
Statn Trading Corporation the c.i.f. values, whercafttr the STC would apply 
for import Hcencts in the name of hc Sratc Trading Corporation with 
letter of authority in favour of the firm. This arrangement, it was conni- 
&rod by thc State Ttading Corporation , woukl bc covcred by entering 
into a simpk a p m c n t  with Mcssrs Khernka & Co. on the same tinclr 
.s for rnerhine tooh aud printing machinefy with the minor alterations lhsd 



2.4.4. Althouyh, thc SW rcpltcd to the firm on the line\ indrcatd 
in puru 2 (1.3 irhrvc. yct. the ST(' nppurently fclt 111:tt the) had a moral 
rcspmsibility to nssist the firni in drspxmg of tllcrr stwhs and, therefore, 
n~itdc ull efforts to rwst thcm in liquidating thc stocks erthcr by reexport 
la thctr counrrics of nlnnufwcturc or sate through DCJSBrD to Government 
Dcpunmcnts and to the Ikfence .%nrices. All thee emkrrassments and 
difticuttc\ would perhups have hccn uvoldcd. had the agreement been 
drafted in uon\ultation utth the Legal Expats and the financial and lcgal 
liabilitic\ I r r  rcgud to any possible ICISKS arising out of this t r a m c t i o ~  
spit out in the agrcernents themxltzs. Wc would. thcwforc. suggest 
that the Starc Tmdiip Corporation sbould ensure thort in all such trmsac- 
tims adaquatc lcgal advise is a b t a i d  in drafting a g m a ~ f l t s  invdvkg 
flnlrncial implications to protcct thernschm against possibk clairnslhser. 



"6 Autimmous C iqwr r t e  kd i c s .  including Cilwrn~ncnt C'ut11- 
panics and C'oqwmtiims. sct up. owncii tor eontrollcd by 
the Government of India. arc nol wmpetcnt lo wc!. and 
~hcreforc should not mi the advice of thc Ministry r d  I ,~ I \ s  
on mattcrs crlnccrning their ncwml dutics and functtua\. 
These hdio ?~houlit nwkc rhcir ijwn rrrrnngcnicnts I'tv thrir 
Icp l  necds. If irny nliitter is of great im~rortancc. 11 ~vuitld 
hc opcn to thcsc hxlies 11) ~ a k c  the opinion of scnior c w n -  
scl ;I\ is done hy privatc cnrpcrraticm. The only ltlnttcr\ 
on wh~ch the advice of thc Ministry of L A W  w;ty prolwly 
he ohtirined hy the acfnlin~str;ttivc Ministry wc~ l t l  bc 
rnattcrs whtch relate d~rcctly to functions of crwt~ol.  st;rtit- 
tory tjr otherwise which (.;ovcrnment nlily thcn~wlvcs Iiavc 
10 ~ x c r c i x  with respcct of thc wcwb of such htdics". 

Ihe $LAIC 1 r d t n g  C'orpor;mon h d ,  thcrcforc. to niakc thc~r  cnr n 
arrangemcnts for wch~ng rrd\lcc in drrlfti~~g such 'igrrcnwnts. As rcp;trd\ 
the otrsr'r~,~tttrll\ of the Puhl~c Acccwn1.c C'onmittce in pi\riI 2 10 01 thcl~ 
Report, h o ~ c v e r ,  the ST<' h;t\c ftated that they h i rv~  noted thcsc obwrtn- 
tion3 and that ;I request would tw made to the Minktry of Law through thc 
Mln~rtr j  of <'orntncrce to adviw the 5T(' in special cines of t h ~ \  n,~ture. 

2.5. W i t v  d Imported Tvm 

1.5.1. In p,tr,~ 2.36 of their Repc~rt, thc Public Account\ ~ ' t m n ~ t t t c c  
have pointed out it wrious lapsc on the p u t  of thc State 'I'radtn~ ('orporil- 
tion in not verifying whether the obligations under the con!rnct which 
contained a t Iuasc about the quality o f  the tyre\ had bccn fullilled or not 
In para 2.37 they have pointed out that they did not understand whv thc 
idea of having a quality control or quality check of imported tyreq which 
SIY: had in 1959 wag not purrucd. In para 5.1 ( 2  ) the PAC have furthcr 
obxrved  that the STC have shown lack of appreciation of the eswnti:tl 
requirements of this case. such as, ascertaining the quality, specificitli~rn~ 
ctc.. in the beginning before they allowed thew import5 of t y m .  

2.5.2. Paragraphs 2 and 3 of Part 1V of Appendix 11 ( p a p s  RO-HI 
of the PACs Rcport explain the action taken by thc STC in vnifying tho 
qualit). of the impntcd p. On 18.8.39, thc STC wrote to the Devclop  



" l h i k  nrean* that we rhatl havc lo tell our prcHpecttvc buycra about 
the ryccik8tit.m~. pressure ctc. in difkrcnt cEires and ply. Wc 
CM dn it now. 

" flierc i s  a real danger tn arxeptrng thc Hungarian, CSSK mJ 
P o l d  t y m  in nruch an them nrny he premature failurc 
of thcac tyrw nat un aamunl of any manufacturing defect 
or  ~rtrclcu usage, hut, mmly an account of the fact that 
operators may use the ~ntletcd pressure and maxrmum b t d  
rrconrmcndcd by ~ndtgenous manufacturerr ns we do not 
inform the wopratcrn, thtrt thr n~wufacurcrs' r=ommendn- 
tions for thew ryes  arc tor lcsscr weight onti lesser pres- 
rum Iksidcs, we would hr charging the wmc pricu: for 
Mungnrinn, Russian and Polish t y m  as for thc c ~ h c r  Makes 
i.c. rhr list pricc of indigcnously manufscurcd tyrcs." 

The S T  wasc thus not only nwnrc that the specifications 1.r. maxi- 
mum load carryin4 capacity and pressure of thc imported t y m  acre lower 
hut also of the twscquenccs af not making tkesc dehils known to the 
users. The prmpcctfrc huycrs were not informed a b u t  the maximum 
lwad carrying: capacity or pressura for the various sizes offend for lisle 
through the h i h a  Bma.  If. thefore, the STC had d y  c a m  out 
W r  own &&en to inform the prospective auyCrs, aU t .  & i t *  
which ensued lrha wuld haw ptobably bean rvaidrod. We, tbLaeefws, 
nxarumcad "at the SK: abwld fix ~wpouddq for this lapse. 



23.3. Oa 30.1 1.59. the !%TC, ilUct &a, wrote to h l z w .  Khamkr dt 
Co. Bmnbay, ~~ whdwr Zhq rr?cc id  thc test rcpm on the 
s m p k  d Uiiacsc t p s  mbattcd by them krr t a t  to the Cimnal s u p  
rintcndencx Cv. Dn Y. ~ ? . S Y  rhc tinu ~pl;cd to the S I t '  stating Chat they 
wen In corr~;iipon&rwc uith the kxal otlirc of Gcncral Suyurrntend.c?ncu~w 
Co. Ltd., but hod not s u a e w k d  in muring rmyrmc in Bombay who could 
satisfactordy carry out the t a t .  'They had wntrcn 10 thc~r ccwiccri trli in 
thc U . K . ruld an the wtinen t  and immediately t h y  hcnrd tlwy would 
Air Mail the tyrc fw lc61 purposeu. A find mply wtra rccrivcd frtm tlrc 
tirnl on 16.1 .MI wlusmg a copy of the Gencrrrl Suprrintcnd~.nc~ ('11 1 td., 
d 5th January. 1960. the ~ 1 s t  of whrch is piwn in para 2 of Part II: of 
Appcnd~x 11 rcfcrred to carlrer. On t h s  lettcr, the DM (Engg.) rccordcd rr 
note on lb. 1 .O us follows. 

"The whole procvrciurc scenn to k campliccltd and run~hcrsorne. 
What we really wanted was a r e p r t  rn pcrfcumancc, physical 
prqwrties, like strength, wherein resistance etc.. so that wc 
c;?-- ;rjillparc rhcir qualitica with the stunderd propertic\ H t r r  
wbr t t t d  nnt p o  into this at thi.~ stajy. I would likc to hnvc u 
word with you." 

On 19.1 .bO, thc Joint Ilivisional Munngcr (JDM) rccordcd a note a 
follows : 

"Dt~ussed wrth I)M(SW 1 .  As the reapnaibility rests on the firm, 
wc nccd not purwe the matter further." 

l'he letter wa\ thcn di\ctascd by DDM (G 1 with JDM and filed ;IS instruct- 
4. I t  n not clear from thew noting for what preciw reason it was dwidcd 
not to pursue the mattcr further at that stage. Apparently, it was considcrcd 
that the parant= given by the firm was adequate and if. in the light of 
complruinn rcccivcd sutmtqumtly, it wus noticcd that the yuiiliry was not 
good thcn the matter could be pursued further. Please atso sec thc conclud- 
ing portion of para 2 and para 3 of Pan I V  of Appendix I1  of thc PAC'* 
Repart. 

2.5.4. Subsequently, when a decision was taken to Impm nrtothcr 
130.000 tyrcs during 1961, the question of quality of the tyrcs offered by 
the various countries was examined in detail. It w a  cxplalncd that, during 
1959 and 1960, while the STC had checked the spccificat~unfi of thc tyrecr 
yet na eRcrs were rejected merely an  account of the fact that thc tyrcs 
olldfed wcrt  bwer in ~pccifications to those manuhcturcd indigcnouwly. 
This was done on rrcocunt of two r e i t .  LC., Indian tyrcs were .hest in 
the hdbn coMiiticwli and evm tht best imported tyrcb wouLd be l ~ e r  in 
spbclficntiow as they were nat manufactured to suit the Indian roadsf 
climatic CoDditimm; ~ccondly, since, there was an acute shomgc in the 
marbt abd since iqmrts bad to be made immediataly to meet the -. 
fhe SK: bad to accap w h a t m r  the foreign ~uppliera could oflm co h g  



7- 5 . Z  Thc prw nnd cons of purchasing t y m  from thew countries. was 
ri~hscqucntlv ri~wusscd in dctnil and it was dwidcd to purchase the tyrcs 
nffcred hy Yuptniavia and Czcch~wlovnkiir to the extent availahlc and the 
trtrlan~~ fro111 Poland and Hungary. An cwdcr pl;rccd on 1.2.61 for 
ZO.MO ~ t s ,  of Yuplitvian tym in the sixrrs 825S2O. NO. d plv 13 plrrr 
2. was .ruhstqumtly canccllcd on 153.63 n\ Mcssrs Khemka & Co. thcir 
#gents, did not rrtum the ngmcmcnt duly sipncd nnd the mC were interest- 
rd in covering the qiremcnts urgently. For the same reason orden flaced 
on 3.2.61 for  4 , O  sets of eyes in thc i 82SX20-12 ply froan 



2.S.b. We find that the SI'C tcmL nu steps whatscwver to h i w  thc 
c;ual~ry snJ the speciticelions cneokcri up with rcfcrencc to thc ccvi~ritcts 
mode by them even after the receipt of conrplnints form the importers them- 
xlvcs In regard to the decision of thc STC not 10 purruc the idc11 of 
having the qualtty ionlrol or qltality check of iniportcd tyrcs. we tind that 
t t~crc wcrc no wrrntrhc facilrtte\ avsilahlc in thc country for such quality 
cnccli and the S'1.C rslicd on the pur in tecs  pivrn hy the suppliers. 7 h i u  
I \  the nomal prac~icc itdopt~d cbcn in respcct of indipcnc~usly n~nnufi~cturcd 
tyres i .c. for prcnlaturcly faiicd tyrcs the Companies pcncrirlly colllpcnritlc 
thc buyers. We. howcvcr. submit that thc STC wits not guilty of firilur~ 
to asccrtalrr the quality. spcctficntions, etc., of thew tyrcs h f o r c  thcy I W ) ~  

the decision to Impm thcse tyrec. There is cxtcnsive noting on the files 
of thc STC' 1 4 )  \how what thc spt-cifxcktions of these tvre\ were ;tnd t o  
u hat extent they wcrc lower than the corrcnpmiing indigenous tyrcs. 'I tic 
drcision t o  import rhcsc lyre\ wils. therefore, taken with the full knowlctluc 
that the qual~ty ;~nd \pecification\ of thew lyres wcrc lower. 

2.6. SubaJaiola of sah  rttma by tbe Arm and commbnions reccivd 
by t k m  

1.6.1. In para 2.43 of C::ir Report. thc Public Accounts ('ommittce 
i~bscrvcd that Messrs. Ram Krishun Kulwant Hai got two comnrissions. otrc 
from the Hungarian firm and the other from thc ST('. They. ttlrrcforc. 
inquired why the STC firiled to tell the Hungarian firm th;tt ST( ' 
appointed Mcssn. Ram Kri\han Kulwant Hai ;IS their itgents which wotrld 
have avoided the payment of double commission. 'The Comrnittcc hiivt? 
also inquired iu para 2.48 of their Report whether action had hccn t a k a  
against the firms for breach of contr-act as they did not furni\h monthly 
Saks Rctum. We have examined thew o b w ~ a t i o n \ .  

2.6.2. The STC have stated that thcy did not pay any cornmis~icm to 
any importing firm. All the firms wcre allowcd a remuneration of 1 1 4  per 
ctnt <w the landed cost of the tyrcs which besides including their rnargll) 
of profit war also to cover their expcnscs for financing import*. f i d ~ w n  
i r u u m  and for meeting distributing and forwarding charges. 

2.6.3. Tht STC have further stated that no firm action wits taken 
againsr Mess-. Ram Krishan Kulwmt Rai and Messrs. Conwlidated 



2h.4. T)n: S'Wr Inrpuxuon party has rwently conclude4 i n a e p c c -  of 
Lhe rccavntr of Mesm Ranrkrtthan Kufwant Rai. They have r-cd 
that I)K? Arm ~uflcrcd k ~ i  rm the cntirc tranwlrcm of tyrcs crrn altcr 
taking into account the amuunt of compensation of RJ. 4,80.000/- as well 
DII~ two ollrcr vnwrunth of Rr. 03.120 - and Rq 46,4(11) - rcccived by them 
EI(L mnqwnutron flnm thc fotcrgn plupplrcrr Au nprrd* agency cornmi+ 
Mon, thc firat did not praduce ortgnal rnvcnces of lire foreign \upplicrs. 
17wy orally d~wc.laimtd having rccctrcd rmy apncy comnrrc~icm on Import 
al tyrcra. I t  was. Irtwcvcr. a n  nt thc ttme uf inqwctson of the firm's 
b A r  of account that vrnous amount% totalling Rs. 10,10,000/- were 
uricdited to '"ChnmirRion Account" by umarfcr f r m  the accounts af various 
yulnia. 11 was cxplaind that thew mounts although crctiitcd o Cam- 
m h c m  Account, dtd not actually r c p r m t  Commirsion m c e i d  from 
nupplicrx. I t  was further cxplaincd that thew amounts represented c d i t  
balnncc lying 1s the eccouata of various partie h r h  were not 6~1 and 
that tbac u m ~ u n t ~  wcrc drachmd by them as income and got assessod to 
incumc tax unddt the mcomc tax discburr schemc and a h  that it' WBJ 

mly for squaring up thcrr W s  that thc crcdit balance in the Ptoocunw 
of the pan~es in question were t raderred to Commisrion Account. The 
Arm, howcvcr. did not pnducc for inspctim any papars in suppoft of 
this statement, I3mhcr amount% totalling Ra. 45,652.84 wcrt found cre- 
dited to Comtniasion Account in their boob as Commission rcccivcd trom 
Mmm. C'hmolimprx. Budapst. It was explained by the firm that thlg 
rrnaunt was r e c c i d  as commirrsicm relating to the connipnmcnts of chcmi- 
cals which wcm imported by them rrprtinat the value at 1 3 . m  t y m  re- 
cxporr6ct. Thcy did no5 produce for inspection Lhc original bills of the 
forcipn suppliers or m y  other papers from which it could be verified with 
any anmunt of ccrtsinty that the commirsiim in qucrtian related to import 
of Chemicals and not t y m .  

2.6.5. Whatever the firm may claim. it appears to us that the position 
in this rcqwct is not fm from h b t  and oral statement should not haw 
accepted by the S.T.C. on its face d w .  It wautd haw hecn advisable if 
tMr information was obtained in, writing from the firm as well as from ths 
Hungarian Embassy hcforc the S.T.C. placed orders on the firm m that 
the Imdcd cast could have been d d  thc agency commission tbo 
arm roclcived. 
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2.7.1. According to M e ~ s n .  Ramkrishnn Kulwant Rai'u lcttcr of 
22.5.1962. wight d 825-20-12 tprcs was prextihcrf 3% 41 kilqnunr 
but the tyrm supptied by thc Hungarinn suppliers on thc nvcrapr: w w  33.80 
k l m s  mly. It was explained by the witncs on hchnlf of the S.T.C. 
during the Puhl i  Accounts Committee\ sitringp that the woight of the 
t p  WBS not checked wrth the hill of lading and that S-TC. wc~uld hc 
more cirrcful in lritun and t h ~ s  kind crl nvstnke would not bc repeated. Thc 
Public Accounts Committcc h o p d  wcic pnra 3 3 of thctr Report that such 
mi~tgkes would not be rcfrcatcd in futurc. 

2.7.2 Althtwgh no further runiin:ttton of ttrh point wrrv necessary, wc 
felt that it W ~ H I J ~  be useful to find out whether the ~ t c n r c n t  1t1;~tc. by 
the firm wm comet or not even at this latc stng.  As thoac tyres wcrc pur- 
chaxd and issued mimy years ago, the C'on~nuttee's cffortlt to Icxittc a 
new unuwd tyre and got it ~c ighed  did not prove ~ucces\ful. Howcvcs, nl 
the in~tancc of the Committee, the Dircctor of Vchicleu (Rcucurch ztnd 
Dcvclopmcnt had two psrtinlly used CORDATIC tyrcs uvailvrhlr at the 
Vehicks Research and Dcvclopment Gtablishrnent it! Ahmcdnagar 
wuiphcd. it was found that thc weight in their present condition was 30  
kilograms per tvw. The Dircctor Vehicles (R&D)'s technical opinion i\ 
that thcir weipht when now would nof havc exceed 35 Kgs. In otlicr 
wordu the firm'+ cmtenricm in this mpect appears to be justified. 

2.8. AssWnawe ttlrdtrrd by t k  !#ate T d g  Corpoc~tloa to the 
lagar(hl FiMU to I*iqabte !aOclur 

2.8.1 The PAC have obwrvcd that Mcsws. Ramkrishm Kulwi~nt R u i  
sought all w t s  of ccmces~ionri and assistance from the STC for disposing 
of therr \tocLs of tyres (p2tr.t 1.30 1 .  The interest and initiativr tilkcn by 
the STC in  hclping the stc~hists to dispose of thcir tyrcs to various Govcm- 
mental asencies was not consistcnt with the Lnowlcdgc that thry had of the 
large number o f  complir~nts a h u t  the qudity o f  these tyrcs. 'llnis attitude 
was particularly dificult to apFr:,ute In S'TC's effort\ t o  lrct I)cfcncc wtah- 
lishments to take t h e e  tyres jp;m 5.1 ( 6 ) ] .  Thc Committcc alw tltd not 
appreciate the interest taken by STC in approaching the TXSRtl) for 
fixing up rate contracts in regard to the tytes with particulirr firnlc 
7 I ]  Tht STC was unduly generous with Mesm. Ramkrisnan 
Kulwant Rai (para 3.73 ). Mcqsn. Ran~krishan Ktrlwrrnt Km and Gcncral 
Industrial SWrcs Supplying Cco. had mme influence with the pcrwns &ill- 

in$ with thc transactions of ryms in the offrce af the STC (par:i 3.77). 
The PAC was untrap~ to note the efforts made by official% of thc STC 
m kfping the firms insamring the contact (para 4.35 1.  Wc havc examin- 
ed these observations. 

2.8.2. The SK: haw intimated that. in regard to the stepr takm in 
Liquidating the docks of imported tyrcs held by the various firms, they did 



( I )  Although thc SIX' c m c  to Lnow ;rho~! the defects on 2H-4-60 
thcj ~trd no wtron in the matter cxcep to wrlte lo tk firm 
4 m g  then1 us to whorl p d u n  they propose ro adopt for 
ecmpcnsatinp the actual users and this was incxplirrMe (pm 
2.38). 

( ~ i  1 The dcrfacwc quality a0 thew t v m  which had come to the 
notm of the STC w u  not brought to the notice oC the DGS & D 
and the Defence Ministry. They took a straag vicw on thc 
withholding of this vital informatian md desired that this failure 



( i i i  b I t  wlts a matter of ttpn?t that the STC did not mmnrunicrtc thc 
material rnfmmation reparding cpeciticaticnrs ot tyrca to h a  
nr,ssr, ( pars 3 4') t 

t I\ r 5l'C' should haw hroughr the defects 10 the naicc of thc public 
dw and then takcn up the mutter with thc suppJlcrs and scl.nrccl 
.Jcqu.ttc prtcc rrductron. ( p r u  2.39). 

N ' c  have examined thcsc tlhsennticmr 

2 9.3. In thor letter ddtcd 27th Novcrnhcr. IOhl to  thc J o ~ n l  .kcrclrtry, 
Mimstry of Commercr and Industry (Appcndrx JX, page 133 10 136 of the 
PAC$ report 1. Mews. General Industrinl Stores Supply Co. Prlvatc I.ld., 
Calcutta, panred out various defects in the tyrcs iniported by them from 
P O W .  Thcy had further stirled that tttc manufacturers i . ~ .  MCIW\. 
SICORLMPEX refuted all these crmpialnts and had ma~ntaincd that the 
y e s  had bccn supplied -xrictly according to the specifications acccptcd hy 
the !&it& Trading Corpmlion. I'hc indun firm, thcrcforc, rcqucstcd that 
the mtrtr might he taken up at Govcrnmcnt level with the Government 
authorities in Poland. b r k r  they had written to the Ministry of Corn- 
n#rcc ;rad ladustry, with CqSja to thc State Trading Corporation, that, on. 



-nl Qalac~lr aad ocma~yumtt d i f h h h  in W* & 
~fnInd#,thc4Po~E1cgrwtOr~iioarh4uldbc~bukc~k 
the nxrrc stack af lyra ud k, pay mnpnoPrunn fw all thc t y ~ n  
hnd failed prcmaturdy. Sukqwmrly, ntprc~nlrrtivcrr of I)ro! firm mar th 

( ibggi, Wracsxw, Managln~ f h w t o r  and i; .A of thc S K  on 5-  1-62 
and ~nttmrsted !has tJac Pdrsh suthrrrttict hdd m ycr come to any =tjaf*rolry 
iPmundrr:moM and pm-twd to write to the STC funhrr. FUR~CT kwn mrre 
o l f ~  PaWi~cd by the S I( '  from the firm wherein the firm had -red that it 
was tntpcnunrhc trt rrtalrc the cttstomcn aoccpl the ruFplicr on the pncc fix& 
by the STC' l r m  trme to time and an thc spdticrrttoncr were h e r  than 
thvss c~f rndlpnou\ r y m ,  the tyrcv were a prizharbk commodity and had ' 

Cm?n rccc~vcll rn rhc country as early rr Oclobcr IY(il), the STC, in the lrn,k 
of r C;nvcmmcnt of India UndcrmLing, rhrrvld pnusdc  the variow. uscn 
to prrchnac: thcw tymv and they ihauld d w  he permitted to sell thc tvres 
nf any price thev cmid fctrh. Thc STC wrote to the Mlni~try of Cam- 
mcm and lnduxtry cm 31.1.62 that rJac dtfwtivc naturc and poor pcr- 
fcmn~ncc 01 thew rym might hc! t~lkcn up 4 t h  the foreign suppiien through 
the Indram Embusy in Poland with a view to c&tatntny a wrttrhlc rcductim 
in the c.O.1. price of t h c ~  tyrra without which i t  would be impcnsihle far the 
firm to rcll the lyres in InCISun n~arkel. Midrrry of Commercc and Industry 
dm monk up the mrttcr with rhc Embassy of Indin in Poland. The S T C  
nhm released thar cc~ l tml  on thc prices and pcmrlttcd rhc firm to scll tbe 
t y m s  at any price, with cflccr lrom 7.2.62, at the same time pointing out 
that, the ++ale of t y m  being t l~c  crclus~ve rcspsibillty of the firm, my  loss 
or prtrfir an (hc 4 c  of thew ryrca would bc of thc firm dthwgh the .STC 
would fcrrcgt~ itr m~rpin on such salcq. Since the firm could not pct m y  
favcwrnhle rrcpme fmm their kwclgn ~uppllcn and thcy alw considered 
that thc Rtcp taken by the STC were not adcquatc enough to dispc~c af the 
hugc rtcrkn of tyrcs with them, rhcy w m ~  a letter to the Ministw for In- 
t-tmtionsll Trade on 29 6.62 pointing out the various &facts nariced in 
t)lCMC q r e s  nnd suggesting thut the Polish Criwernmsnt dwwld bc api)roncht.d 
to tmLc back thc mrim stock of n suhtanbol pcrrllnn nF ~ t ;  ahernntivc!y the 
firm should be nffcnd auhstantinl rcductbn irr thc prlcc and also compen- 
mrian for jrrcnurturc failurtv Ilrc pcwuihiltr~c~ of rc-export of t h e e  tytt?i 
to cflhrr countries should nlw he ~nvcstrpted In the mcantimc in a similar 

of Htlngarisn t y m  (plcase srr para 2.9.3). the import~ng firm had 
swcecdd in ncbwtntfng rc-exymt of n b b l c  numher of tym to Hungary. 
A lftrcr wal; a~~wdin$y iswed hy the Minister for Inkmati~m1 Trade la tht 
MHsh Amb~isrndnr in India pointing out the difficulty in effecting srak: of 
Potish t y m  which wcrr found ro be mu& below the spciticatim. 
?!kc vorlmrt defects pdntcd out by the firm wem a h  brought 
to the notice of the Polish Arnkssahr, wCo s'as rcqucstbd to use his god  
ofices to anan& fw an micabk sdttkmcnt of this caw. Tbt Arm also 
continued thcir Mans with thcir farrign sulrrplin. UItixnatdy, as a malt 
a? aegod~tiorrs BcM in Wanrauva &Izttvacn rhc rcprenWvu?s of h4-n. 



2 Y 5 On thc 5th !U n h .  I % ? .  M e w %  RHJIIAIIALII ~ L I ~ H . L I I I  HJI 
wmfc a Icttcr t c l  %lc*r\r\ ( 1ir.mohrnpc.r. Ihril.iptt. W I I ~  .1 c c p  143 ttic Z Ic'. 
u m l p l m ~ n ~ r  t l ~ l t  rlic ~ r r p h t  of thc I. lungman t>rc\ \tq)pltcil u Irw ttun 
dral \pc-i~ttctl rn tnc .rrrrcnwat, the t )rr i  ucrc not t r \~p ; r l t *~ 'd ,  ;I\ \ ~ c ~ . I I I c ~  
m thc wrccment rtnd a lw  ccrt!ficii h) thc fnrc~gn suppl~cn ,  the pcrfornr- 
w e  ( b f  t t l c ~ '  tvrc\ W.I\ p w r  . U I ~  f i~r  f ~ k t t l r  \dt~\f:lctt>~) .lrtd the* c~cW~ti~.ltu 
nntt euatantcc prrcn by the supplxn ucrc Incorrect Ihcy ,\c.t+ord~~lyl~ 
sugurwd th.11 cithrr thc tyrc\ be t.~kcn h i c k  h j  th~.tn 01 , I ~ L T  to \ I c \ ' ~ I \  
Rarnlrr\h;in h u l ~ m t  a~.tlrrg ;r< thc~r  rcllcnp .rprnt\ .mi! t o  wI1 t l~c  
rnatcml ;I! wn:ilckcr p m e  11 tntght tv pc~svhlc 10 o!i-10.1tl ~ ~ I C I I I  In illc 
a h !  n I n  h;o iiCttc)n Wiis t,rLct\ by thc SI(' cm thc copv c\! t h ~ \  
late:  rcccr\cd ty thcm I t  w i ~ \  whniirtcd for ~nforni;rtmn by tlrc 11M 
().h;( i (  r I em 2Srh \l,tri h. 1062 t o  thc I)~rcctor who srrw 11 on ?Oth r \ l w h ,  
1 S ~ t ~ ~ q u c n t l j r .  4 Jcttrr wits a d d r c \ d  bv Mcwrs Harnkr~iturr Kul- 
w.int R I I  on I 'rh hlar, I Yo2 4 Appenthr N. p ; r p  1.77 to I 4 0  of t l~c  
PA( \ Iicprrt r to the S I ( '  rn wh i~h .  rrltrr c~liu, thcp ;ip;ltn hrouyht t h r ~ t  
&fi*ct\ to wc nrvtrcc of the 5 I C 'Thcy turd carl~cr bccn wr I I I I I ~ :  111 tht 
S1( rhrrny r!i.tt thc Ir,~hht\ f o r  4 e  o f  ~ h c w  ()re\ u'uc t h ~ t  of thc C'1(' 
l%r.v lurt?rrr % r ~ t c d  th.rt ~ , l a ~ n ~  for dl t inso  incurred by them W , I \  ulrtl~.r 
p p a r d ! ~ t l n  and ucwlJ hr. prrwntcd in due courw. 'Ihcy furthcr rrquc\t- 
ad the \ I (  to  cxcrt prw.urc on thc C111np;tr1:11\ '~i~pplicrr  to IW~I . IVV rn ,in 
hanr\t m inrrcr On S h d  Ma), IOh2. tllc firrrr :Ao wrotc to Lhc- M1n;4tr 
far 1ntcrn~ticrn.il 'I r . d ~  rcfcrrrn: ti(  the crvrcymndcnce thcv hati w~th 
M e w s  (. hrnwllnrpc~ , I \  wcll ;I\ wlth the ST<' In t h ~ \  conncctlon rtl:~l lng 
ocvcral w w \ t i o n s  and wppstinp, that the matter might bc t;Acn ~ t p  with 
tht Huncnnan Govcrnnient at C h e r n m m t  lcvcl for rhtirrn~nir a I i t r r  tlc.~l 
fnwn Mewn. Chemolimpcx. 71.ri\ letter was paswci by thc Mrnirtrr for 
Intcrnnt~onal 'Trade to thc C'hairm:~n, STC, wrth the rcrnarks th.it "wc 
should help as much alr we can We may rltwu\sV The\e two Icltrrc, 
m a r  to hake been discussed by thc Ch;iirm;in, STC. wgth thc Mmister 
ibr International Trade and on 4th June, 1962. the <hi~~rrrl:tn. YTC. 
n r o l c  3 letter to the Mmister for Jnternatimal Trade cnclmlnp :t draft 
ldter from thc Minisrv for International Tra& to the Hungarian Amhas- 
.dor in lndia a(r well as a note on the subject n i s  note &tatlcd all 
the camphints pointed out by the firm in their lrttcrq to the ,CTC a% well 
a to tk Minirttr for International Trade. No action appeam to ham 
tnen takm by tlw SK! to verify wh&w the defects as paintad out by 
llBEfirmwcttbanrtootbybcts. Iht&oPt)clltcrwllsIisuedoa7thJoas, 

1632 ( M I  LSd. 



1962, by the blbdlllet bk lam&od Trdc m dic IFtra&aim AmbirP- 
uQI ia I&. TMo h r  indiwL.lad that rhtrc was a dililculry in dl&- 
hg dre sabr d hpomd Hungprirn tyrer duc t o  the ruwm t b t  r&y 
~Y&CC vwymncb bcbrwtbccamrrrct ywrihcrtionrrgocd upon rr the t h e  
d plrcine the ordcr omt rqurnring the H u n p n a n  Amhurdor to use h ~ s  
g o d  dfka m rrranpng for an amlcrbk st~kmcnt.  A tcply was re- 
catwd lm the H u n g a m  Amtprmdor m 9th Junc, 1962 stating that 
the lndimn parry h d  ctlwedj d~ractfy apprt>ached him and hul rocervcd 
m Invirtrticm from Meruert Chcmohmperr, tn v t ~ t  Budapest In ~ d c r  to did- 
c w  thc nultcr pcmmally and that M c w s  liuluant Ru would avail htm- 
dl of thc invitilrion The Hungonan Anib;rsuedcw furlher stalcd lhat he 
had drnwn thc atlCnt~im of thc Hunganan Mtnrhlcr for Firrcrgn Aflrrrrs to 
the mutter and of the fact that the U~nlxtcr for Internrit~onal "I'r.ule wwcr 
drco p c m a t t y  e r q r  to nchievt ttn iarnlcfiblc vcttkmcnt An sgmmcnt  
wan ruhequcntly cnlcred inup bctwwn Mcwn Rani Kr14han Kulwant 
Hai nntf Mman Chcmolrnrpen on 23rd Junc, 1Vh2 .uclrdrng to uhrch 
13JXK) lyres wcrc to ly: rr-exported to lfungary and %lc.*zrs Ram Kridwn 
liulw~lnt Rai w r c  a lw  10 ~CCCIVC compcnsat~on of R s  4.HO.TYY) Thc 
derail$ as to how this qnsntit) crf 13.000 tyrts u . ~ \  arrrtcd at o r  ormpcn- 
satian of RR 4.ttO.(XXl fixed arc not ~nctrci~ted In thc apmcmcnt 

2 V h  A* r cp rd% conirnunical~np drfarls of spxhcatlons ol the tm- 
pt~rtcd tyrcs to thc lX~!kkI) and thc Mtntstr) of 1)cfc:acc. thc SIC have 
~r t t~ ta l  t 1 ~ 1  ZI VICW wit\ titlrrn In Mhill)'\ rwni  on 30th July.  I ' M 2  t h t  thc 
intpc~rtcd ~)n;.s wcrc not gcwd cnouph l o r  lorward area\ hut Ccn other 
puqw'ccs tiicy might b purch:tmI Thus the spacrficat~ons of the Import- 
ed tyrcr s\ conlpr~red ro llrc ~ndqxnctu\ tyrc\ wrrc fully known to the 
UCi*S&iD trclorc hc cntcrrd ltito n mrc contract. "The mere fact that 
S1K' did nta specifiunlly ciwrmun~cnte In writirlp what \sit\ obviou~ dnd 
ctmmon Lnowlcdw d d  not ju*t~fy ;I conclu%im that the S i r  dclihcratc- 
ly withhcld from thc DCrWI3 und thc Mln~qry of Dcfcncc or :my other 
Govtmmcnl depwtmcnt the ~nfornii~tirm I! had a h w t  the quxlitv of +re\." 
Wo could not agree with drib linc of nrpumcnl. Thc specification\ wcrc 
known anly to thc STC. (Although i t  i s  true that the DGSdrD inspectors 
wrc aim aware af it. yet they did nor intimate thew details to the 
D O S D  Headquarters at New Iklhi with the m u l l  ~har the laner were 
unawnrc of the yxificntions.) The STCs contention that all were 
awarc of thc lower specifications becam of thc decision taken in the 
m m  d Minister of Sratc in the Ministry of Defence to usc these tyrtg 
in non-forward ams, cannot also ba substantiated. During thc discus- 
sions with us, an eratwhik dfkm d the SIY: statcd that DCS&D 
.bcinp a mcmbcrr of the Boatd of Directors of tbt S'IS, was awam d 
*the rpocisQatiqp details d theso tyns bemust a mots was circulated d v  
, e t w r M ~ d r b c B o e r d o C I ) l i ~ o f t b c S F C ~  16th Mardr* 
1 % 1 , w h i c b , ~ & , ~ m b w 4  Qxpl dt;cnsd' by dl 13;irer 



~ ~ c x c a p c i a l Y u g a l r v i . , w o r r t r w M t t o b s k r l o w r & ,  
car- of tbC t ~ r r ~  i ~ &  In Iadia. That note also uatd that it 
rrrr rra.klir*.l a- to phx Ofdtn with such af Ult nwntrica whdba 
t y m  came within about I5 per ccnt of tbc s@fiCIltlnns of tha hwtlYn 
tynr. Alocrqt with that note a statcmcnt giving details of qxxifkcrtians at 
tyrcs from variouJ saurrt~ was abo attached As a Mcrnher of tho b n l  
of Diracton af the STC, the DGSBD might have been mcibing scvctol 
notm fmm the STC from umc to timc and it is not juttifinblc to rxpcrt 
h i t .  nearb after I8 mcmthn. he shauld haw k n  a w m  of this purticuhr 
mts whik dcnllng with the question of rntc contract in his ci~prtcity ;\a 
MiMD. Wc arc. therefore. unable to accept this contention of the Srrrto 
Trabng Corporation. 

2.9.7 F m l  what is explained nhvc ,  11 is clcnr that the S"1.C' did 
not themulvn makc any d o n  to verify tho specific defccta pintcd out 
by the firm\ hut had accepted t k  firm's report*; and actcd cm thcn~. 
Some of thcw defects were easily susccptiblc to vcnfici~tion. In paras 4 
and 5 of Appendix VI ( p p c \  l?6 ~ n d  127 o f  the PAC's Hcprt ,  thc 
ST(' hnvc stared that they dirt not attach slp~fici~ncc to the ctm~pls~nt(i 
mctved from the firm\ In a c11fTrrcnt ccmtext regarding the quidity und 
performance of the lyres and, therefore, did not conwicr i t  ncceuirry to 
hnng thew to (he nnttce o f  the IXiS8iI) We arc unnhlc to i~cccpt trw 
cnntentlon We feel that compcn.caticlns were paid by thc foreign nrunn- 
frxturen ro the Indian firm\ .ippurcntty hcwuse the former ulao accepted 
that at Irart some of thc defect$ pointctl out by the Indian firnls wcrc 
I:~cturtllq crrrrcct f l : ~ v ~ n v  acccptcd thew defects us genuine imtl acfcd 
on the reports of the firms, the S'I'C' \houltl havc brought the defects 
which had ccm~c. to the notice of thc SIC rpucifically to the noticc oi the 
WSJbD. Ministry of Dcfrnce and others. As rcprds \pifications alw, 
the fact that they were lower than thme for corresponding ~nclipcnc~us 
tyres were very well known to the STC' even before they placed thc orclcrs 
but wa\ not brought to the notice of any one concerned ifad rhrh  k e n  
done, the Defence authorities and the LXiS&D would havc taken all tho 
facts into considcraticm before deciding t o  purchase and put them on 
the rate contract. 

2.9 8. Our cmclusian. therefore, i5 that this vital information rc- 
prding defects and details about lower \pecifications were not brought 
to the noticc of anybody by the STC. We regret to note that even at 
the atCcting held in the room of Minister in the Ministry of Dcfcncc on 
30th July, 1962, no refernace was made to the serious complaints already 
made to the State Trading Corporation by the importers themulvcr a b w t  
the quality d thCgG t)ms and an which complaints the State Trading Cb- 
poration had a i d y  taken up the matter with the foreign suppliers for 
mxport  and componrutioa. On the other hand, an impression actmr to 
bavr bcar given h t  d3ere t ~ r #  were as good as indigenous tym. 



2.9.9. We have c~ufidened carefully the sbrervatloaf af the Public 
Aa;o~nts C- in rcprd to the failure of the Sate Trading Cur- 
potation to bring thc apccif icat im a d  the &facts to the notice d the 
paera1 prbk. We rcgrcl to note that although tbcn a a ckar record 
on thc fik ol rho STC that the ycncral public should be informed d the 
ajwctficathns d thaw tyrcs kqt thc uncrs ~nflate tbcm to the prcsaure rt- 
cmnmmded by the indrycnoua nranufacturcrs resulting In premature 
failure, nrr such nr>ticc wrrr, ptvcn tn the public. As regarch the dcfec.fr 
hrwgbt to thc notrce of the STC. they hsvc exph~ned that thc pcrccntapc 
of d c f ~ c t s  and frrilurw has. ~ ~ r a l l  (nor erccetiin,: 2 per cent) whtch was 
not ecrscbwc cornprmd ~ c c  th t  prfonr~ance o f  thc indrgenou~ t y m  Re- 
ridcn. the ptrMfurc for clnrmrng cornpensdtlnn in rrqwc.! of w c h  prc- 
mature failures. was pcncr;tlly known to rhc u s c ~ \  of tyres. Thrs atso 
ncerr~s to hiavc t m n  Ixmc trill l y  thc frrct that m n c  coinplil~nt+ hiid hctn 
rwctvod by the S'IT rurd they had taken up the qucrtitrn o f  cnntpcnsiitlm 
urzh thc agcnts In fact, onc firm ha5 alrmd? pad compensation for 
~ C ~ C C I I Y E  lyre\ to wn~c o f  IIIC wen, hut mother fim~ hLtc rc.fu\rd to  cnter- 
tam any clarrnl~ for ctnripcncation In th14 civincition. ,ttwnmn is also 
invited to Chaptcr V of this Rcpwt. 



( i v  \ FZ';UIUIL^ to e n q u m  from tire Stak  1 radlnp C'orporirl~on o r  
frmn the suppliers about titc ~pcc~f~cnt ions  o f  thr tyrt.s. for 
wfh~ch the wS&D w r c  entering Into rate contr,lct Su~tahlc 
mciisurer ~hou ld  bo taken to  rcniovc defects In prtuxdurc 
followcd In such cases. (Sl. Nos. 31.  35. 3(1. 44 and 40 I 

( V \  IX;.S&D did not themselves satisfy about the quality o f  tyreli 
tflercd by Messrs Ram Krishan Kulw;~nt Hai [SI. Nth. 47, 
5Z(8 and 52(  1 1 ) j Possibilitv of a collusitm between the 
purchasing authorities. inspecting authorities and the firm: 
(St. No. 32 ) : Whether Messrs Ram Krishan Kulwant Kai 
really impmcd both ST t y p  :ind THR type tyres in s i m  
825-20-12. (S1. No. 33).  

(v i )  Action against Messrs Ram Krishnn Kulwant Rai for with- 
holding from DGSdrD information about compkinb of manu- 
k t u r i n g  defects in the tyres. This firm ha.. a l ~  opparcn'y 
had some influence with the pcrsonr W i n g  with the transac- 



(v i i )  Ministry shwld iavuiaMy Loep written minutcs d import- 
ant mc+tiaga where decisions are talen. (SI. No. 45). 

We have examined thesc mmcn&tions/obscrvatiom and our 
concludonr arc contained in subquent  p g r a p h s .  

3.2.1. We hovc very carefully gone into thc okrvations made by the 
P.A.C. in para 3.16 of thcir Re@ in regard to thc inspaction of tym 
by the Directorate of Inspection, K J S D .  Calcutta and the subseyumt 
issue of ro~~nrncndatory lcttcns to dl direct demanding officers and en- 
twine; into rala contract by thc DGSkD. 

3.2.2. It m y  be h t u t d  that. t ~ l l  to-date, there arc no facilitie$ within 
the country for crrrry~ng wl datailcri scicnfdk inspection of lyres und 
t h  TlPa mdhcxi d inrpa%~on prcvslcnt both in Ikfencc and the 
lnspcctornte of tho DGS&D in based on visual examination only. The 
inrpa~tom cxaminc the tyrcs for defects such as cuts, blisters. cracks etc. 
For thc m t ,  they d-nd on the data furnished by the manufactttrers and 
their wamurties to pnncc; the users fm premature failure etc. 

3.2.3. The i m p t i o n  reports furnished by the Directorate of Ins- 
e o n ,  Calcutta, under the DGSBD, were with reference to a specific 
request by the D.O.B.R. The D.O.B.R. had stated that they were 
a~~kmining the feclsibiilty of purchasing these tyrcs and they desired that 
the DCiSdrD should inspect represtntstiw samples and' advise regarding 
the exp~cta i  lifc of the tyres having regard to the mu@ terrain in which 
the Border R o d s  vchiclcs ply. This letter was forwarded to the Direc- 
tor d Inopactiea, Cab- by the Deputy Director General (Inspection) 
with inofructians to find out the full history of the tyr ts  and to state what 
tmta land inspectha could be d e d  out on thun, Ihc question of 
inspectim waa also ccW&ncd by tho DGS4D and it was recognised that 
ths hrspsctarett dib. oar have facilities to carry out a thorough test. 

3.2.4. In the reports dated 4th h&y, 1962 received from the Direc- 
torg,te of Inspaction, Chkutta, wc find that these aspeas were not directly 
Fdmr#l to, nor was any further c#quiry ma& from tham by Head- 
q u p r s .  T%me mpmts, howdvcr, str9pd: "n&ardiog tht rated capacity, 
rbs tp have bssa examined. hatbw with iw- other -rds and 
in the light d thc paarnt d krdiptr tyra add tubes. sir* 
7SOlt20-10 PR d 825 ~20.12 PR, are &itable for 3-tw and 5-ton 
vmbkk mpactivdy? Tht invoices contained *iculafs of the specifications 



d the tyres. We ware ' h fwd .  & r i q  aut diEcusfiols, that tbc inspectors 
ouirfidd Lbea3s6h2s rbwt thir stmap QlWtitb and had found that the 
lyres were individually wrapped in pnjk. s t o d  in d s  and p o t s t c d  
from hght and nrin. ~nfmunatdy. thky omitted to include this infor- 
mation in their reports. nKse reports wcrc fonwdcd to the Purchase 
Wing of DGSdD with the fobwing covering notes of the DIX; (ins- 
pl%ion):- 

"There is no proper testing arrangement to ensure duruhility, life 
and quality of tym. Not ewen the Govmment testhouse 
can test these. Whatever report has k e n  given is  based on 
visual inspection and the import documents. I f  the* tyres 
are to be purchased, this should be done on thc, warranty 
furnished by the supphers". 

3.2.5. From the above, it will be a-nt that- 

(a) there were no facilities for a thorough test of tyrcs and tubcs 
in the country; and 

( b )  the prevailing method was to teyt the tyres on thc basis of 
purely visual inspection and to rely on wbrtrnties furnished 
by the manukturing firms. 

W e  fed that the unly omissions for which the Inspectorate ol the ffiS&D 
can be held responsible are the fb1lowing:- 

( i )  failure to bring out the full history of the tyres, conditions 
and the period of storage; and 

( i i )  omission to check weight of the tyres as given in the import 
documents. 

We recommend that this tqatter should be investigated further by the 
DGS&D with a view to taking suiqabte acfion. 

3.2.6. These reports were examined on the files of the ffiS&D. It 
appears that a discussion was held between the D.G. with the Director, 
STC and a 'naa was recorded on 23r% May, 1962 by the D.G. wherein 
i t  'was stated as fo~iows:- 



ObviousEy, the DGSIGD war guided by thc f a  that vdU3MC fortip cx- 
chatyrc had bacn spent in punhading that? tyros in a p i n g  to iswe tbE 
circular rcforrod to above. This circular was I ~ W  on 28th May, 1 C ) 6 2  
Two cmportant innpctm rhould b v c  h e n  mentioned in this circular lcCta 
namely, wmrrnty furnished by thc iuppliers and the surtabihty of the 
tyrcn fur  usc rtn 3-ton and 5-ton vehicles only hhhougn thc former 
war brought out In rhc Icttrr. w t  find that the idttcr utrlch H a $  a h 0  an 
irtrpnrl:rnt informi~ttlm, wah on~rttd.  I t  appars  that tar) Jealinp o?hcralrr 
o f  tho IXiS&D wcrc rerr~)nvhle. We rccrmrncnd that U(;S&D sho ~ l d  fix 
rc\pms;ihriity f o r  t h t *  w l i m  lapse and tnLc suit:~ble action. A< r: lards 
entering into rille contrxi wrth thc firnlc trn thc basts of tht. rcpc~rt,  
~)lr;\w: rcfer to p r i i  3.4. 

3 .4 .1  Wc 11;ivc rtanllncd thc oh*cr\,ntions made b! thc Public Aa- 
wunt.\ (i)mniitra: in piIra\ 3.4'). ?.(A, 3 65 rind 4.2"l)f thc~r Rcprt  in ra 
p r d  to entering intcr ;I rate c.ontr;lct by ttw D.C;.S.&I). 1~1th the supplicn. 
We havc stud~etf thc rclcv;tnt rcc-ords o f  thc D.G .S.&D. but wc are unabk to 
pin-point spccitically thc rcawns which weighed with the D.G.S. & D. in 
entcrinp into this ratt- contrnct in .Scptcnikr 1962. The reasons have 
unfortunately no! hcen tewrdcd In the file. Fron~ a study of rhc a~quenat 
of cvcnts, howcvcr. the followinp picutre emerpes. 

3.4.2. Since thc s t w k i c t s  found ditficulties in the disposal o f  thtfr 
stocks. they appwentlv approschcd the S.T.C. to iiuisr than and cvd, 
tricd tcj nwke out a case that the tinitncinl liability for unsold stock\ will 
be thi~t of thc S 'I .<' .  Ihc lcpid ;~d\ iwr  of rtrc S.'I'.('. wa3 also not really 
sure itt  that time that thc S.T.('. would not be linble. I'ndcr these cir- 
cunlstitnccs. the S.'l'.C'. were anxious to assist in the disposal of t b c  
stocks. They, therefore. appnwched \arious orgunisations including tbd 
lkfencc Ministry to purch;ise thew tyrcs. The Dcfrncc Ministry inform- 
cd then1 thilt rhry did not mttke my direct purchases and the S.T.C. s h o d  
approach the I).G.S.&D. ERt~rts were simulLmm~usly made to approach 
the D.G.S. & D. and. as a resuit of these effofls. the D.G.S. 6r D. had jssucd' 
a rcxnmmmdatory circular tn. a11 direct demanding officers on 28th May, 
1962. Evidently. this was not considered tn&@ by the S.T.C. and they 
continued their efforts to pcrsie&e the D.G.S. b: D. to mtcr *to a ntt 



"The suhjcct was suhscquenily discussed with the S I..(' Wc have 
smce decided to have ratc contract for these imported tyrc.; 
m d  have received propcnals. This may be expedited." 

3 1.3 From these notes, it js not possible to indicate what prrcitelv 
urighed with the I.>.(; S. Kr 11. in entering into rate contr;~ct iil?i\rt from 
the desire to assist the S.T.C.. in early disposal of thc 410c.h\  which h;~s 
c~~ucctd the wuntry valuable foreign exchange. I t  is, also po.i\ihlv thiit. 
iLfter the discussion\ in the Ikfcnct Ministrv, the f : ~ t  that irn inllwrt;~r~( 
bulk consumer was prepared to take these tyrcs might haw wcighcd wifh 
the D.G.S &I). to put thein on the rate contract. Howcvcr. i t  itppc;ir\ 
that the D.G.S. k D. did not obtain any further informatron  hut the hpe- 
cificatims and the quality of thew tyres bcpnd what was nlcntiond in 
the inspaction repom furnished by their Inspectors on 4th May, l9fi2. 
These h m  reports were obviously rendered in answer to specific 
queries and did not contain all the vital information which the D.G.S. & I). 
should have a b t a i d  before entering into the rate contract. 



3.4.4. We ut, Ihcnfac, of the viaw thrt the okavrtiortr aurdc by 
th: pub!& A m t  Committee rlw the D.G.S.&D. did not f& p 
jm pccdure  in entering rnto rue contrm rs comet, but he has now 
l o b  rcmsdkl rctiaa. We, howcya, submit that tbt okftvatioa of the: 
Public Aotwnu Commntcc that the D.G.S. & D. did not mai0t;rin lia~son 
with the S.T.C. in not borne out by the facts d the caw as given to us now. 
In fact, from a pcrural d thc records of the two organkatims. it is dcar 
lhat t h e  were frequent d~ruasions bctwecn the officers of t k  two urga- 
niutionr. 

3.4.5. During our cxaminatim, we havc dw conu across a copy of a 
kttcr of February. 1963 on the file of the Inspactton Wing of the D.G.S. 
& D Pddresd by the Inspectorate at Calcutta regarding the unwtirfactory 
storage conditions of tyres in the stocks of Mcssrr Ramkrishan Kulwmt 
Rai. T h i s  lertcr stated that a sample tyre was tcstcd at the laboratory of 
the Notional Rubber. Calcutta, .md In view of the lest results of the Natio- 
no1 Rubber, Calcutta. the tyrcs wcrc not found satisfactory. Wc find tha~ 
no action was tnkcn on this letter by the Purchase Wing of the D.G.S. & D. 
where the ldter had been diariscd hut not put on the Ale. I f  this had not 
bacn rupprcsacd. it i s  possible that the AfT referred to in paragraph 3.6 
wcn~ld n d  have becm plnced and the ntc contract with this firm for these 
tyn% might alto havc h n  diwontinucd. 

In paragraph 3.46 of their Kcport. the Public Accounts Committee 
bid that the lapse on the part of the ofhctr/officers concerned in not 
including the Warranty Clause in the Rate Contract issued by the 
D.G.S. & D. should bc thoroughly investigated and responsibility fixed. 
TIM obwrv~tions of the commHtec jn this respdt were accepted by the 
D.G.S. & D. Responsibility for this l a p  has been fixed on three &- 
c a r c l h e  Deputy Dircctw (Supplks and Dispak) .  the Scction ORicar 
and the dealing Assistant and disciplinary action against them has already 
'kKa initiated. 

3.6.1. We ham examined the obqervatiw of the P&tjc Accounts 
in  p u y n p h  4-93 of thAr R;* tbu r u m  to specific* 

tiats dm tban thiig for which indents bad kSra p lqd  u q q  msdt. Wt 
* h ~  m a  ~ & & i  'ijlrii d i " ~  d.t.s:a D:'* wnwt p ~ n l  
.bcdraa 'a '*&g r u r i j h ~ t *  '&re * by Q DitEctd 

' I  t i t  



\ITS. 6: D.), who was dealing with th is  case ut all stages as indicated balow- 

(i) Whik recornrending accy.ttancc of ST pattcm tyrcs in lieu of 
CC tyrcs on an earlier occllsh,  thc D.G.S. & D, had endors- 
ed copies of his lettcr to OC COD Malnd. iurd Army Head- 
quarters also seeking the lattcr's agreement. But both tho 
otficcr Commanding, COD. Malad, and Army Hcadquartcn 
did not accept ST pattern tyres in licu of CC tyrcs. 
However, the D.G.S. & D. did not consult Army Headquarten; 
when THR t y r e  were offered by Mrssrs. Ritmkrishun Kulwant 
Rai Jn licu of CC tyre\ dc.mltnded by Officer Commanding. 
COD. Malnd. Had he done so. the deal would not have p e  
through. (Nor did the OAiccr Comrrlandinp COD. Mnlad. 
keep Army Headquarters In the picture about this deal for 
which the Officer Commanding, COD, Malad, had been held 
responsihic and disciplinary action taken as explained in 
Chapter IV). 

(ii) In a note dated 3rd May, 1963, the samc dficer niade ii statc- 
ment that these THR tyres were equidalent to Cross Country 
tyres. This statement is  inwrrcct as THR tyres and Cross 
Country pattern tyrcs arc two separate and distinct entities. 
The Committee had examined a sample each of thcse two 
patterns and this p i t i o n  war clear beyond doubt. The DI) (S. 
&D. ).  therefore, did not care to verify the statement made hy 
the firm that TltRFUniversal pattern lyre is identical to 
Tnack Grip of Dunlops which was a Cross Country tyre and 
accepted the firm's statement without any verification. 

(iii ) Further, in a nort recorded on 1 5th June. 1963, he stated that 
"the price fixed by S.T.C. for Standard pattm tyre of the 
same sizt was Rs. 380 whereas the firm have quoted the same 
price for THR/Universal Track Grip pattern tyras i.e. which 
are Cross Country type and should be costlier than usual 
standard pattern type". This statement was misleading be- 
c a w  the price fixed for standard pattern tytc of the size was 
for one wr of tyre, tube and flap whereas Messrs. Ramkrishan 
K u h n t  Rai had quoted a pria d Rs. 380 for a tvrc only. 

We have also observed that the D.G.S. & D. had already entered 
into rate contract for ST tyres offered by Measrs. Ramkrishan 
Kubnrnt Rai at a pdcc of Rs. 349 per set of tyre, tube and 

, ihp We hrm &KB beat intomel tbat Mtssrs. Ramkridhan 



( iv) A p i n .  tlw W I ~ C  0 t 1 1 1 ; ~ ~ r  I I I . I ~ ~  ;I st:ltcmcnt in rhc file on l \ t  
Junc 1963 t l r ; ~ r  thc prlw fixrxl for Polish ! ! ~ c  (Cross Countr!. 
typi.1 was Rs. 360 per tyw. Hc, howcver. ~n;rJc ;in enquwy 
from tlic Stntc 'I'radrni. C'crrp,ration on 7th J u n ~ ~ .  I % ?  t o  
verify whcthcr the cif.  InJlan porl  price of tllc H11nyiiri:in t y c  
offcrcd hy M e w s .  RaniLri5h;m Kt11w;tnt Rni w,ih R< Z10 pr 
~ ' t  a s  cl;iili~cd by ttir tirni. I f  hc had consulted thc S.T.C. 
simultaneously rrS:trdinp rhc c.if. Indian port pricc of the 
Polish tyrc :ilso hc uould have known that it NXS K1. 228.24 
pcr set i.c. Rs. I8 21 nwrz pcr SCI.  We  have cxitminad one 
tyre of ciich of these two categories and it was clesr that the 
Polish tyre ( ( . ' ~ . r w -  C'rruntry type was superior to the TI-lR 
Hungarian tyre). On nccount of fi~ilure to examine this as- 
p*c.t by the DDc S & I,. 1 ,  (hvttrnnlenr were forced to pay the 
same pricc for :in inferior quality, the landed cost of which 
was also less. 

(v) The Officer Con~n~nndinp. COL. Malad, had anly stated in his 
letter of 12th April. 1963 that the offer of the finn "may be 
considered". Thc Officer Commanding, COD, Malad, bad 



(bir Further in a note dated 10th M ; I ~ ,  1963. thc rhrcctor (S B 11.1 
suggc'\t~xi that before placing an order for tlic bulk quitntity 
it may he necessary to get thc t y c z  rn~pcctetl rither by D.1 
Dombi~!. if I)I)G(SI ;igrccd. or hv thc Dcfcncc 1n~pector:tte. 
In rcpl!. the DDcS Rr D.) h , d  \tirrcct In ;l note d:ttcd 30th 
Ma!. 190.3 rrr1t.r trlrtr ;I< follow\ 

The ln\pcctwn Uotc refcrrcd to by him was, howeccr, wrtli ~cfcr-  
cnce t t )  supply of ST pattern tyrc\ F;urthcr, tile o lkr  fro111 
thc firm thcn~\elves for 7HK tvrc\ came on 3rd April, ItMj.: 

I C .  rifler :I week o f  the Inspcct~on Notc rcfrrrcd to by the 
I S  & . The DL) (S Bc I>.) ha\, thcrc'forc. trrcd to grvc 
.I rr~~\k,itlrny rep14 t o  the p r r i t  rurwi by thc Ihrci.tor ( S  K. I )  ) .  

I t  appc:rr\ 10 113 from thc various nntcs recorded hy this oficcr tlwt hc 
was unu~~i;tIIy cnthwi:r~tic in fin;tli\ing thili deal arid w;rs nmrc guided hv 
a desire to liquidate the stock\ of I ~ C W  irnprtcct t y r w  than t o  exanline 
the off'cr xcordinp to its merits. 'This oficer, who has retired, is alrcady 
under disciplinary action for another charge i.c. non-incl~rcion of warrimy 
clauw in the rate contract cntered into by the 1l.Ci.S. & I). Wc rcwm- 
mend that additional charges for the 1;ipses in this deal should also hc 
framed and action aeainst him proceeded with. In our opinion the loss 
caused to the Defence Minktry was almmt cntirely due to the mislcadlng 
statements made by this officer. We understand, however, that the I1.G.S. 
& D. has already initiated action against him. 

3.6.2. As regards the Public Accounts Committee's cbpervatims in 
paragraph 3.59 of their Report that they could not discount the ps ib i l i t y  
of collusion betwoen the purchasing authority and the firm, the caw bar 
been reported by t k  D.G.S. & D. t o  the Special Police Establishment, 
who are now hvestigating into it. 



3.6,3. Am regards Public Acawts Cwunindt's dl)atrvr2ibm m purr 
3 . 6 0 d  tkctjr Report, whct&r s q @ m  rdlvny iaqmnodfrupplied tyr= 
ol ST wead pattern and THR/Univenol pettmr or nuflplied only !R 
pattern tymr, there in nothing on thE records of thc State Trading Corpora- 
lion lo clarify this pornt Rorh thc D.G.S. & D. and thc State Trading 
Cmporafion, however, hod writI.cn to thc firm who had stated that they 
had impr,ncd ~C)HI)A'I"K1 t y m  from )funpry In the %izc H2SX2CL-12 
fly, both in ST tread pattern and THR Clniveral pattern. and this fad 
mid eaci~ly bc vcr~ficd hy the P U K ~ ~ I W ~ U  A ~ m p l c  each of t h w  tyres 
purclleacd by COD under an A 7' for THR tyrcs and under a supply order 
for !X piitfern lyre w;r\ ohtained for el;uniinirtion by uc. We found that 
they wcrc ol dif'fcrart t r s d  puttern\. allhrwph 11 could not he \t,ttcd that 
' IT iR l i l n ive r~ l  patlcrn tyrc ofTcrcd hy thc" firm was cquiwlent to a Crcm 
Country tyre rcquircd by the Army. 

3.7 1 In p:irngraph 3 73 of thc~r  Report, the Puhltc Accountr Com- 
nilftec rcprcrrcd to notc that no octbn had k c n  t.Acn itpamt the firm for 
w~thholtl~ng from I ).(; S h 1) the I I I I ~  iihc*ilt amplatntli of 
mtlnofsctur~ny dcfccc\ In rhr twc4 1"w f d t  1h.11 I!K I I G  S & 13.. m ~ r  
ulra hud hccn unduly genorottr w11h t h r  p i i l t ~ ~ ~ l i i r  Tirn~ W t  h,rve hcen 
inforrncd that the mclttct hod hecn consrdercd by thc 1) Ct S X: I1 in con- 
rultntitm with thr Minktry of Inw who had advised that, so lonp as the 
lnjunctbn of the Cnlcuttn W p h  Court rrntntnrd opcrativc, no further 
nctron could hcr tirhcn ;1~~.11n~t thc h i  nl Thr I )  C i  S ie: I3 ha\ further 
lstnlod lhnt tlrc cwc hit\ k e n  rcfcrrcd to the S P F on 19th Novcn~her, 
1966 fbr ~ n w r i p t i o n  'thc rcpn of the S P I: i\ still awitited. 

3.7.2. A s  ryards  the irhwrv;ltion~ of thc Puhl~c Accounts Conlnrittce 
in paragraphs 3.75 and 2.7h of thcir Report, wc hilvc heen informed that. 
until the rcrults of thc disciplinary prwn-dings against somc of the offi- 
w r s  c-onccrnd md SPE's investigi~tions are known. it is not psdble to 
strtc if rherc was uny cwllusion bctwwn the officers of the D.G.S. & D. and 
Messru. RanArishan liulwnnt Kai. 



4.1 The Publie Accounts Committee have made the lollowing nwom- 
mcnddlrms/dBe~ations in so far as the hl~nistry of I)cfence arc cunccrnnl. 
(FM the sake of convcnicncr. the serial numbers of the mccrrnnictldetiomi/ 
conclusions as given in Appendix XIV of thc Rrport ore ulw inrtic;itetl in 
bracket!s,s)- 

(i) A thorough inquiry into ths possibility of u adlus~on hctwcen 
the purchit~ing authoritics. inqxcting authoritioc and the tirtn 
with a view to giving deterrent punislin.~ent to the guilty (Serial 
No. 32). 

( i i )  An investigation in regard to acceptance of tyrc4 of qxcitic;r- 
lions other than thwc indentcd for by C.O.1). h;~ndivilli and 
10 Itwk into thc f;~iltrre on thc pi~rt o f  C'.O.D. Kr~ndivilli in not 
taking imrncdi;~tc action to cancel the indent dated ')tll b'ch- 
ruary. 1963 itpain(it which an A "1' wits p1:md by 1J.Ci.S. & [I). 
on 12th Junc, 1963 IScr,ial No\. 41 and 5 0 ) .  

(hi) Uctails of pcrfcxmi~ncc of thc NlJNGARIAN tyrcs purchased 
l~nder thc A 1' t o  be intimiitcd iiftcr collection hy A r n ~ y  
Headquarters (Seri;d No. 42 ) . 

( I V I  Ih\tinction wught to  be made for thc rcquircnlcnt\ o f  thc for- 
ward areas and of the other arc;)\ in $0 far as thew import- 
ed tyres were conccrncd is not apprcciilted (Scrivl KO. 43) .  

(v )  Ministries should invariably kcep written nlinutes of important 
meetings where decisions are taken (Serial No .  45). 

(vi) &lay in the Ministry of Defence in communicat~np the orders 
of the Defence Minister dated 19th April, 1963 should bc 
investigated and necessary action taken agaimt delinquent 
officials apart from devising suitable remedial meaaurm to 
avoid recurrence of such C ~ S C S  [Serial Nos. 50, 51 und 
152 (12)l. 

We have gone into the relevant files on these points apart from obtain- 
h g  somc more information from the Ministry of Defence. We have also 
disawed thc vuiour; points witb romt of the officers cotlccmed. The 



4 2 ? I'hr I k f c n ~ c  / I ) \ ~ Y C I O I \  C;I~~IL.I! out VIIU;~ Iwpcitlon ~ v c s r ~ h -  
cd under !he [hen cxtslinp p r t u d u r c  (rcprnduccd bc l iw~  ,rnd vl~th rcfcr- 
cncc t i ,  the tlct.r~l\ ctrnte~ncc! In thc wppl! orclcr 4 1 . ~ t ~ r !  the clcta~l\ 
strncillcd crntrwcri t*n tlic I\ r o ,  uhrn 1111. wjryh nl \I:.: :nh\:d . \ p 1 n 4  
the orijcra pl;~cctf hy h c  ~nctcwor\ - 

( i v )  Exan~~nc thc ; w u  ;ihout thc icwh up plrcs oter thc hc'ading .tnd 
thc S I ~ C  walls. 'I hcsc should he unbroken and the cord pit 
not wiblc 

4.2.3. We, howcvcr, ohxrvccl thc followtng lapses in rhe inspection 
crrrr~cd out by thc kfcncc 1nspcctors:- 

( I )  The Jnspctors did not uy to co-rclarc whether the tyrcs offered 
wert really 12 ply rnting on the basis of the maximum load 
carrying capacity and pressure: embossed oa the CORDATlC 
(Hungarian) tyrta especially as the ply rating was not emb- 
ed but only stendcd. 



15) In respect of the A/T for THR t p  placed on 12.6.1963. tbc 
A/TindiczrtcdIasddftroatotbobrandsire.M1plyrrrtiag,@ 
ArmyatrbguenumberoCtheitftn. Thisputicvlucrtiloguo 
No. indicated in the A n  mloliad to crwj country pa- tyrcs 
whaFl?s t b ~  ltyrw OcodcrCd for W C ~  aE THR pt- 
tern. Atthough the pettcrn THR was d.w indicated in tho AT, 
yct the ~n~pccton should haw raised a qucry with the IXiSdrD 
crr Ihc indtntor (W. COD. Malad) for rccmcil~titicm of the 
correct pattern q u i r c d .  

4.2.4. In reprd to ( i ) abovc, we wcre informed that the Defence 
Inspectors wcrc ncn conversant with the practice followed by the t-ast Euro- 
pean manulncturcrs. The Indian mufacturers  only embossed the ply 
ratmp ond they do not indicate thc moninlum load carrying capacity or 
pmsure on thc tyres. Thercfore. the Defcncc lnspcctors did not takc 
nouce of the details of maximum lo& carrying cupcity and pressurc en,- 
bosscd on the imported tyrcs and tried to vcrify whether they corresponded 
to I2 ply rated tyres. We were informed that the Defcncc lnspcctnrs wcrc 
at that time working under very heavy pressure, and thcrcforc, thcy could 
not go into all the dctnils embossed cm thc tyfes cxccpt tho= which are 
normally examined by them in the case of indigenous tyrcs. However, sub- 
wquently thcy found wt, according to the maximum load currying cnpil- 
c~ty and the pressure indicated in the tyreq. thcy could not be rated as 12 ply 
rated tyres according t o  lndian standards. As n remedial measure, how- 
ever. thcy have amended the relevant clause of the Inspection procedure to 
spcciftcvlly provide for such contingencies in future under which the Defencc 
Inspector\ had to ccrrelate the maximum load carrying capacity and pres- 
wrc  emboss& on the tyre with the ply rating. 

4.2 5. While we fccl that we may ignore these lapses panly becausc of 
heavy pressure of work to which they were subjectcd to at the time and 
partly bccaux of the confirmatkm we have now received from thc manu- 
facturers that 12 ply rating stencilling was donc by them, we cannot but 
obscrve that the Inspectors' suspicions should have been aroused by thc fact 
that the ply rating wac not embossed as is the ca.se with Indian tyrcs but 
only stencilled. The second jape  referred to above ir serious and cannot 
be ignored. We recommend that these aspects should be investigated fur- 
ther and responsibility Bxcd on the dlicers concerned. However, thcrr 
& not appear to be any muan to susfpcct collusion bctween the Dcfcnce 
lmp~ctors on the one hand and th: purchaser/suPpritrs on the other. 

4.3,l In pwgmpb 4.12 of thdr mprt, the PAC desired to know tbe 
result of invdganion proposed to k ma& in the case regarding ac- 
of tym of Ipedllutioas orbcr than bdtmd for by COD Ka4ivilli. 

1632 (a) %7. 



4.3.2 We hove c x m n c d  the rclcvant roccnds and find that thc actioa 
of OC, COD, Malad tn acccptlng TTiR t y m  in lieu d CC t y m  was not a2 
all justified. Wc have idw rca.sm, to believe that the variaus actions of OC, 
COD, Malad wcrc ntrI htmafidc. Wc had no authority to accept THR tysts 
in lieu d CC tyrcn wthout the ;tpprmtal d Army Headquarten. Yet, when 
the supFticr ~pproachcd him he c~mmunicatcd his willingness to acccpt 
thcte tyrcs ta DGSdsD without cnndoning a copy to Army HOrs Had he 
c n M  a a m  to Arn~y HVrs., the latter might haw ~nlmcdratclj a 4 e d  the 
IX)S&D not to act cm the lcrter of thc Officer Commanding. Crotral Ord- 
nuncc Dcpot. We find that in c m n ~ t i o n  with this corrcspc~ndence he had 
actually endcnscd copy of ;in c;irllcr letter t i )  Arm) i W r \  HI\ fililurc to en- 
dorse R copy of this impnant  con~munication is, thcrcforc, not free horn 
rurpicion. His conduct hccomcs all thc more rcprehcnsihlc when on 15th 
April, 1963 hc rcceivcd a slpnul frtrin Army f4On not t o  placc any furthcr 
supply orders on Mcssr* Rani Kriahan Kulwant Rai and Gcncral Industries 
Stores Co. I.td, without rcfcrence to Army WOrli Since thc (X'. COD. Malad 
had accepted II4R tyrcs when hc had no auttmrity to do so only as late as 
12th April, 1963 hc could haic well re;tlircd that wS&D could not 
have csltcrcd into ;I !inn 'tmtract by 15th April, 1963. when he rrccivcd a 
hipal from Army HQrs I t  wns, therefore, incumbent upon him to inform 
the mS&D tclcgraphically that thc latter should not take any action on his 
Ictter dated 12th April. 1963 until ftlrthcr advice. This is the minimum that 
he should have dtmc and i f  he still fclt that his action was right he could 
havc apprniichccd Army HOn w~th a q u e s t  that the action already taken 
by him may be irpprovcd !!is subscqucnt caplanation thnt what he was 
asked 10 do was not to placc furthcr supply orders did not rquirc him to 
canccl my orders already placed is to say thc kast a technical plea to cover 
up his unauthariwd action. 

4.3.3 Wc havc been informed by the Dehcc Ministry that they have 
taken adequate action to punish the otficer. In fact they have applied a cut 
d 33 pcr cent. in his pension commuted value of which comes to about 
RJ. 30.096. We &det the action takun by the Ministry of Duftact 
against this officer as adquate. 

4.4.1 In panrgnpbs 4-45, 4.46 and 5.1 (Item 12) of tbdr Raport 
the Pubfic Acmmts Committee haw pointed out that ,t spcdk orders af 



the Mhiucr of Mare durd 191.1963 .rere no( immddiately molpvni  
catbd tO tht iodcaton urd to thc D G W .  ?'hey were not cvnvinced with 
t h  rruo~r for not taking action, a d w a d  in evidence during the sittings 
of PuMic Accounts Comrnittec. They have obstrved that the file w;h\ wail-  
able with lhc Ministry of Defence for 10 days and that action could hnve 
teen taken during that p e r d .  As a result of this delay, the order for 7,100 
tym ~nvolv~ng J Sun1 of Hs. 25.50 Iakhs was placed by the U(i.UL> on the 
12tb Junr, 1963. Thc? timL ;I serious VICW o f  tht\ delay und dmwd thnt 
ncccssaq action \hould he taken against the delinquent otficers. They also 
desired that suitable remedlnl measures should he devised to avoid rccur- 
reme of such cases. The Departnicnt of Dcfcnce and the Department of 
Deftace Praductron hnve cxiunined these observation\ and have repwtcd 
ac f0Uows: 

4.4.2 P;mprrrphs 4.4 ;md 4.3K to 4.30 d rhc R e p n  cnplain the 
reasons as to how the h fence  Minister passeii orden on 19.4.63 (repro- 
duccd in para 4.38  of the Report) and what further action was taken therc- 
aftcr. As cxplaincd in para 4.39,  at the instance of the Defence Secretary. 
;s S I ~ L I  was issued hy Arm) ~ ~ C , I I I L I I I ; I S ~ C I ~ ~  on thc 14th April. 100.3 10 Ofticw 
C'ommmding, C'cntral 0rtlnanc.c Depot, Malad, thnt no further supplv 
orJcr+ should hc placed on  the two firnir on thc rate conrract with thc 
IX;,%l) utlhout prior approval of Army fIc;idqurtrtrrs. At that time a corn- 
plaint had k c n  receivecl, which h a s  untfc~ in~c~tigiition. ;rnd putding i t  finill 
dzcrsion, the ahrjvt. action was taken. 

4 3 1 .A\ rcprd' delay In communtc;rtion of thc Ikfence M~ni\ter', 
order\ ddted 19.4.1963, the dclay occurred in two zpcll+--one from 
19.4 1963 10 29.4 1063 and the second from 25.6.6.3 to 19.7.1963. AS a 
result of otnervations of the Public Accounts Committee, the delay has been 
further examined in detail by the Department of Defence Production. Ex- 
planattons of the then Section Officer and rhc Under Secretary conrernccf 
have been obtained. During the first spell of dchy, the file was gent down 
by the Defence Minister through the Defence Secretary, Minister for Dc- 
fence Production, Joint Secretary (Coord), Secretary (Defence Production), 
Deputy Secretary(P), Deputy %rctary(Fys) and US (Prod) and the file 
reached the concerned Section i.e. D( Prod) on 29.4.1963. ' f i e  dday 
which has occurred from 19.4.1963 to 29.43963 cannot therefore, be attti- 
buted to any prticular individual and it was due to the procedure in send- 
ing files through various lmh to the appropriate officer/Section conccrncd 
for taking necesmry aakm. As a remedial measure, instructions were 
issued on 19.9.1966 that '‘when a decision is taken by Governmmt ncmsi- 
uring the issue of ndm, the orders should issue promptll- If the file in 
~ISO rrquirui b my the ism d a h  &odd t delayed b ~ t  
the orders &odd issue forthiaith and the n b d  tbe rca r . "  



4.4.4 ' f ie =cmd %pel1 of delay wa* from 25 6 63 (when then fik was 
retunrcd to the D(Prtxi) hy the S . 0  to r)cfGcc +crctary) to 19.7.1963 
(when mxxmary rnsrructton* to the I S O F  wcrc l*suetl and the file released 
by the f h p n m c n t  of Ikfencc Pr tduclm to the Minliitry of Deface for 
f u n t ~ r  ncc.chwory wllon rn M) fdr as 1hc Minlstry of Defence wcrc crmccm- 
d. ihe crrcurt~stnnc-e\ Ici~dlrrg to th15 dclq  from 25 6 63 to 19.7.63 i u v e  
k e n  cxvnt~ncd In dctdl h) thc Dcpslrtrnent of Defence Production in ttrr 
Ii#ht of lhc cxplarwt~tms pnco by the then Section Oflicer!D( Prod 1 :rnd 
US(Prrd). Thc exaralnatlon h,is shown that the Jrlq was avoidable and 
they haw, thcrcfim, &xrdcd that thew two oRicer\ \hould be warncd in 
writing. 1Kc &lay on the part of the SectJon Officer has hcen considcrcd 
morc scrious and In hts caw, thcrcfrw, the Naming 1s proposed to tx nnteri 
in h~h  C'cmtidcnt~ui Hcpms I t  ~ d l ,  houctcr. hc. notsd that the order had 
k e n  plwcd by thc IXiSM) (rn 12th June. 1003 

4.4.5 After issue of Instructions to the UC;OF, the file wan meivcd 
fmnl thc fkprtrncnt of Lk.fcncc Production in thc Ministry of Dcfcace cm 
20.7.1Vb3. In thc nwanrrnw, extract\ of ;cl<vant notes h i d  heen received 
fro111 thc kfcncc Sr.crct,lr\ on 1 S .7 1063 try thc A J d ~ t ~ i m d  Secretary. lhelrc 
wcrc p u s 4  down Itr J i ~ n l  SCC~I.L.~.L~) ( O ) , Ikput ~ C I  C L I ~ ~  ( Ordnance and 
Undcr Secretary (C) I ) L'rrder Sccrr.t.rr> (0-1 1 put up .l dritft on 19 7 1963 
and nftcr approval bq Joint Secretary (Q),  the fair copies of the orders were 
issued cm 22.7.63. On 3 1.7.10h3. the MGO'\ I3ranch suggested h i t  the 
decision niey LSe cornn~un~c,rtcrl r r t t r v  r r h  to the 1XiSh.D iilw which was ac- 
cardingly donc on 5.8.63 . 

4.4.6. No further ordcrs for the imported tyreh wcrc, however, plilccd 
by the Defcncc authorities aftcr the issue of Army Headquarters signal &&J 
15.4.63, although on the basis of rr letter issued h! Oficcr Commanding, 

Ccntral O r d n m  Depot. Malad, on 12.4.63, thc DGSdrD placed an A/T 
o n  12.6.63 for 7 . 1 0  i n ~ p r t e d  tyrcs. This quantity of 7.100 tyres had, 
however, already been reduced to the extent possible by thc DGSBD with- 
out fincycinl effect, as carly as 8th July 1963. Thc responsibility for this 
deal has also &en fixud on the OfRcer Commanding, Central Onlnance 
&pot, M a l e  vilk pqm 4.3. 

4.4.7. We have examined tbc ab~vc okc~aticms of .bath the );kl#urt- 
mcnts in the Ministry of Defmct. Aher the orders were passod by the 



bfcaa: Mhlhkf, tbt filt was SibOWll to tbe Minirttr fw Def- p d -  
tion .Lo. Tlrm* the Delt~nrt ! ~ ~ C W Y  unt  a reply comm-ling 

WO(KX Mbristcr's adus to ttK Priacipa~ Privllte ~ c c ~ ~ r y  to 
kfhht~r  who hd fonvardnf the complaint from Shri Kma1n.y~ Hajlj. 
M f t m ,  the fik w u  p s ~ ~ ~ d  to Secp. (Dcftnce Roductiun) on 24.4.63. 
As cxplointd in pmgraph 4.4.3 above, the-& msched the h t i a n  
D(hod) m 29.4.6 only. The file was. therefore, with the senior officers 
in the Dcpruncnt of Defenrx Production from 24.4.63 to 27.4.63. In view 
d this important decision of the Kkfeace Minister action could haw bccn 
taken to ensure that the ordcrs were issucd immediately instead of the tile 
king  merely p e d  d o m  to the Section through the various levels. Fartu- 
nsrely thc Defence krc ta ry  had already oa lSj4163 given verbal insttuc- 
tion5 not to purchase t h e  tyres and Army Headquarters had sent a signal 
to O C' . C 0. D., Malad, accordingly. Wc. however. agree that it was, 
not phys~cally possibk to issue the instructions by Section D(Pnwl) within 
a few hours of its receipt in the Section and before it was withdrawn by the 
kfcnce Secretary's office for handing over to the S .  P. E. The Deptt . of 
Defence Production have, however, concluded that the delay in the second 
spell rcfencd to in para 4.4.4 above was serious and have held the Section 
(Miccr and the Under Secretary concerned responsible, the Section Offlccr's 
delay being considered more serious. We could not agree that the delav 
tm the part of the Undrr Sccrctary was n u  so %rims. We feel that in view 
of the ~mporuurt declsicm and the &lay which had already occumd. the 
Under Secretary should have issucd the draft ahady put up by the Section 
OfFictr and thereafter returned the fik to the Section for keeping extracts. 
Rtrth thc Section <)fficcr and the Under Secretary were uqually responsible 
for the dclq and to the same extent and the penalty proposed was not ade- 
quate. The Department of Defence Production may, therefore, reconsider 
thc adequacq of penalt in the light of these observations. 

4.5. DWtoctioa khrecn mplhawntR d forward amam and afher orem 

4.5.1. In paragraph 4.20 d their Report, the Public Account., Com- 
mittee have stated that they were unable to appreciate the distinction ~oaght 
to be madc between the requirements of forward areas and of the other 
areas in so far as these tyres were concerned. The Committee could not 
help fating that this distinction was madc perhaps to accept thew tyres, 
the quality of which was doubtful. 

4.5.2. In the alndxc of racorbcd minutes of meeting held in the 
madrr ad Miairta for  Ministry of Dcftmcc m 30th July, 1962, it is 
difficok to srUe d this with accuracy on what basis it was docidbd 
ta make a dh;lincrion bstwatn the raquiraaeato of tyras fa farward artgs 
rtrvjdxmbordhtrmiw TbbdiscorrioasraLttbcdbcirioaUabnin 
~ ~ ~ i b r m s d ~ b r t i i r f ~ t b a ~ ~ ~ % I U o ~ r ~  
~ w i t h t h e ~ 6 m s t i s d a s t b t D c f ~ l ~ ~ t u t t P s o r i t i e r ~ h h  



for t k c  imporccd tyta. We, thcdorc, fe4 that we &odd pthct u 
much idonnrtiaa ar p i b k  about the dctails al d h & s s h s  d this meet- 
ing by contracting as many of t h w  wbo werc pramlt in the &ng as 
ptr%srblc. 

4.5.3. Wc nlcr Stirr C. .M. I%macha. Minlstcr for Rdwayo and Shri 
K. Haghu KEun;rrah, Mlnlstcr for Petrr~lcum and Chcmids, under whose 
chwrmandvp t h ~ s  niccting wa\ hcld and h;r\e slw wrnsultcd wvtral 
other pcrwn+ who wcrc prcwnt iit th~r mectrng. F r o m  thew dtscu~ion~ 
we havc pthcrcd rr lrrrti tmprcwon that thc nuin reawn which prompted 
the dcc lwn  1 0  nrahc a dlctlnctton hctwccn thc rcqoircmcnts of forwanl 
arcas and lciir irrc;l\, w.is the f . ~ t  f l u t  thew I)rc\ UCFC undcr storage for 
somc tlnw and 11 uould not hc prudent to ~ I W  thew lyres in forward areas. 

In paraprapti 4 2h ol ~ t r e ~ r  Hrpnrt, the YuMtc r\ccnunt\ Comn~rtloe 
urgcd th;~t thc Minwtrlc\ \htruld lnvimably lcep  urrttcn mmutcs of im- 
p l a n t  nacertlnps whcrc drc~\ton\  arc tahcn, Nccels,ir) ~nstructltms have 
Ixcn IS ILUC~ IT) fhc M I ~ I ~ I I ?  of Ikfcncu. L)cprrrtmcnt of Suppl) and the 
IXiSdiD 

4 7 1 .  In psragriiph 4 13 of t t w t  Report. the Puhlic Accounts ('om- 
rnlllsc hitve stated that tl~ck w u l d  lAc tt) hr ~nformctl about thc details 
of the pcrfnrmimcc of thew Itrcs :ifte~ thaw s c r t  c ~ l l e c t d  b) the Army 
IJQrs. Minrstry of I k f c n ~  c tt.~vc \rncc ohtimed c tc ta~l~  i t \  allable so far 
frurri Army HOrs and I1.1vc. rqroncd i t \  follovc\ 

3.7.2. Agmst  thc A '1' placcrl on 12th J t m .  196.7 for 7.100 T l l R  
;wttcrn tyr\ cm Mesws, Rimth l rhn  Kulwant K;u. the number of such 
tyrcs whlch wcrc ncru,klly supp11r.d I* 5.904 Be\iJe\, 3.550 'CORDA- 
TIC' (HUNGARIAN I tyrcs of Sriitrdurrl I rcc~rl p~ t t c rn  werc alw pur- 
cl~uscd hy the Army ituthoritic\ untkr Kute Contract entercd into by the 
Dc,.S&D tc~th that firm. In ail, therefort, 3.454 .C'ORDATIC1 ( H U N -  
GARIAN)  lyres wcrc p u ~ c l m e d  by the Ikfence Serv~ces The perfor- 
nlancc of thew tyrcs can be+[ hc judged with reference to mileage perform- 
cd by the lyres which have k n  rcmovcd from the vch~cles as beyond 
local repair$ or beyond monornlc repairs in con~pariwn with the similar 
pcrfonnanw of standard indipnous tyrcs. Statistics have sincc been 
obtained in this connection. During the period from 1st January. 1962 
to 31st December, 1966 the total number of indigenous tyres which were 
rcmovcd as beyond local repuirsibeyond economic repairs was 49,972. 
The total kitmetrage perfonnod by these tyrcs was 1,07,84.14,750. 'fbe 
avorage kilometraga pr tyrc performed by an indignuus tyrt is, tbmfom, 
21580. During thc same period, a total of 1583 CORDATIC (HUN- 
GARIAN) imported t ym were removed as BLRIBER. (Separate 



statistics arc rn available for thc THR$andard Pattern tyfcs of this 
CORDATIC brand). The total kilomerrape prformcd by rhcsa COR- 
DATIC tyrcs is 3,28.21.101. The uvcragc kilumetrngc pcr tyrc prfonued 
by thew CORDATIC tyrcs is. therefore. 20.747. In other words, the 
performance of CORDATIC imported t y m  is more or less the same as 
of an indigenous t y c .  

4.7.3. A\ regard5 performance of STOMIL. (POLISk1) tyrea pur- 
ch;:c;ed hy thc Dcfence uuthorrtics from Messrs General Industrid S t o m  
Suppl~ng CL,, during the period of 5 years from 1st January. 1962 lo 
3 ! % t  Ikcen1trc.r. lOh6, 787 such STOMII. tyres wen removed ns ULR J 

BER.  Thc total kilomctragc performed by these tyrcs is 1,34,29,023. 
'Ihe irveriip kilometrapc performed by thcsc tyres it;, therefore. 17,064. 
In other words. the performance of STOMIL (POI-ISH) imported tyro 
is a h w  85 per cent of an indigenous tyre. 

4.7.4. We would lrhe to rdxerve that the pcrformancc has been 
judged only with reference to J smidl percentage of these iniportod tyres 
which have so fur been removed a\ R1.R RER. In other words, a major 
portlon of these tyres arc stdl In uw and if the perfornlance of such tyres 
which are \uhwquently rcmovcd as HLR BER is also taken into account, 
the average kilomctrage per tyrc performed by thcsc import4 tyres may 
go UP. 4 general conclusion can, thereforc, be dritwn that, although 
thc ~pec~fic~trons of the imported tyrcs were not as $turd as indigenous 
dyrea, yet the performance has becn satisfactory. 



5.1. In pnragaph 2.50 of thar Rcpon, the Public Accounts Gm- 
miace wirbed to know whrxhcr the State 'trading Corporation had made 
my enquirirr to find oul whether h e  actual uwrs had bacn compensated 
for d c l d v c  tym mppf~cd by Mmsn R m  Knshan Kulwant Rai and 
M a w s  Coasulidattrd Equipment (India) Private Ltd. In paragraph 3.69, 
they havc ntittrd that oil thc defective tyrw might not haw been reporled 
to rhc authoridas canccmrd as the pyMic wcrc noc perhap aware of the 
procedure in this case. In paragraph 5.4, they &%irtd that Governmait 
should tmrke immediate slcp to as~ess the lcsscs suffered by the various 
wcrr due to the purchase of thew dcfectivc tyrea and to secure adequate 
compcnavrticm fnm the Arms. 

5.1. In regard to pnragreph 2.50 o f  the PAC's Report, STC have 
intimsttd *at, on an inspection of their accounts. the Consolidatad Equip 
m a t  (India) Private I,imitad had paid Hs. 9.890 by way of compensation 
ta the buyers of ddoctivc tyrcs. In so far as Messrs Ram Krishan Kul- 
want Rai arc conccmd, panel meetings for defective tyra  purchaJed 
un&r Rclcshe Orders ~sucd by the STC were held on 7th April, 1962 
Md 13th August, 1962 und conipenmtion, as necessary ncummended. 
Qn 17th June. 1963 Mcssrs Ram Krishan Kulwant Rai ag in  wrote to 
S T  to orrange for a further panel meeting ns 50 more defective tyrts 
fram the private as well ilr Govemmmt parties had been received by 
ham. Fmnl the SIT'S perpcrs available it is not ckar whether a panel 

was held or not. ?here is no ~ncntion in Appendix Xl of the 
PAC's Rcpon about these defective tyres supplied by Mcssrs Ram Krishan 
Kulwant Rai. Tha STC understood from the firm that the latter had 
paid compensation to the byucrs of defective tyres. However, on an ins- 
paction d the accounts of this firm by the STC lnspactors. it transpired 
that the firm did not pay any amount to ,the actual users out of the oom- 
pcnsation received by them from the foreign supplren. The hpcctioa 
Report of the STC has also nvcalcd that, apart from the amount of 
Rs. 4,80,000 received by the firm as compensation from the foreign s u p  
-, tho firm also received two orhcr amounts of Rs. 93,120 and 
Rs. 46,400 as compensation claims. ntc basis on which tbest omouab 
wmu paid arc not known. We would, chcrefort, rexommcnd thrt tbe 
SIC &odd p r a ~  Mesm Ram Krishan Kulwmt Rai to pay a?;;;= 
tian to tba buyam as a b d y  docidbd by the pan& 



5.3. As regards the ohvGnnitiaa of the Public Accounts Committee 
m para 3.69 of their Rcprt ,  the STC haw intimatbd that these tyr+s 
hd btcsl imported primarily for the uw of big flu1 owners. such as 
Road Transpn Undtrtakings. Coloperativc Scxietm and automobile 
manufacturers etc. These prtics we*, wording to the STC, expected 
to know the normal trade practnx in the matcr of tyres prematurely failing 
without @vine adcquate mileage. Accordingly, it was not consided 
necessary by the STC to make a public announcement in regid to the 
p r d u r e  for awarding compcnwtion for tyres which failed prematurely. 
However. whmvcr. complaints wrrc brought to the notice of tho STC, 
inspectlcm of the tyres was arrangd by the panel and suiti~hle compcnsa- 
tim awarded. 

5.4. ln regard to the particular complaint from the PEPSU Road 
Transport Corporation referred to in paragraph 3.63 of the PAC's Report, 
the question of constituting a panel in ccmaultation with the firm for tho 
inspection of alleged fded  tyres was taken up. The firm (Messrs Ram 
Krishnn Kulwant Rai), however, has since refused to accept any panal 
and the STC are now considering the further line of action under tho 
renns and conditionr, of their agreement with this firm. 

5 . 5 .  Thc DGS&D have stated that, on 24th May. 1966. they had 
asked all the direct demanding offian (approximately 560) to furnish a 
repon on the quantity and value of tyrcs which had failed prcmatureiy 
from thc purchases made against the rate cantrat from thc STC stockists. 
In respMtsc to this circular. replies were roceivcd from 18 1 direct demand- 
ing officers as pcr breakup be4ow:- 

20 DDOs reportd various defects. 
15 DDOs stated that though they had operated against the rate 

Contract. no tyres have been found defective. 
I. ,w 

146 DDOs stated that they did not operate against the rate 
contract. 

No replies were received from 379 DDOs. The total number of tyres 
found defective and compensation claimed were reported to the STC on 
1st September, 1966 for the tyrts to be examined by thc panel of judges 
appointed by the STC to award compensation. The break up of the 
dcfcctive tyres and their values reported to the STC, so far, is as under:- 

Numba of indentors who reported for defects. 8 
Qusntiryddccrfor! . . . . wtyiesand 16 tubes 
' a t  . b. 3opogl- l 



I 
138 
Its. 54,648 -. 
(Actual loss @ KJ. 
3r5o - for  138 t y r a  
comn to Ks. 49,& - 

Xo of rrr~!cntt~r I 
Quw~rrry dctccrr\c 175 

\'ELIIJC Itr. $2,350 - . - - - - - -- -. -- ----- - .--.----- - -- - - -- 
S t .  'Ihc State 'I'radrng C'orpratmn ttwi up the matter wth the 

lrrn~b to drrnnpc panel nleetrng\ for ~nywclrcnl uncc 5ul.h i] provrsron 
cxrstcd In SIC'\ agrccmcnt. After long ncptrrrtron, and penuaswn, 
Mc~srs Gcnernl Industrial Storcs Supply~ng <'onip;~n> ;rgrt.cJ to a piurel 
mcetrnp and to U H ~  c i>n~p~n\ i~ t~ tm ar jwr the recor~lnlrnci;ltions of the 
Pancl. Ncccswy rrctrnn I \  in h.~nJ Mew\  Kdm Krl\h.tn Kulwant Rai 
hi~vc, howcvcr. not aprccd for n piinel nicctrng to award compensation at 
this lrrtc unge and furthrr actrim ) ' I ( - N - ~ I J  thc term\ and ccmditions of the 
SIT'S agreement wrth thrr 11rnr 1s under conwleratron, ,vdc para 5.4 above. 

5.7.  So f.tr ;I\ pu~uhnscs rnade hy the Army arc concerned, reports 
of premnturc farlure In rcspcct of 13N <'ORDATIC (HUNGARIAN 
fyrc\ wcrc madc to the DCJUI) for obtaining compensation from the 
firm. 'nlc IXiS&D had rntinlittrd that thcse complaints were also report- 
ed to thc SI'C on 1st Scprenlhcr, 1966, hut the firm i .r.  Mcssrs R;tm 
Krishan Kulwi~nt Rai had not agreed for a panel meeting to award com- 
pensiltion at this Idc stngc and furthrr action i 4  being taken by the STC 
viclc* para 5.4 crhovc. 

5.8.  Out of thc 2.776 Pohsh tyrcs purchased by the DGOF under 
a supply order plnccd by him direct on M e w s  General Industrial Stores 
Supplying Company. 50 tyres failed prematurely and the DCIOF prefer- 
red uclaini on the firm. Thc claim was turned down by the Regional 
Manager, State Trading Corporation, Calcutta, who had inspected them. 
The Ikfcncc Production Deptt. are now taking up the matter with the 
State Tndinp Corporation authorities at k l h i .  Thee t y m  were obtain- 
ed under il warranty clause. A further mport of 65 more prematurely 
failed tyres has since been received and the matter is under investigation 
by the Department of Daftncc Production. 

5.9. We have considered the position as reported above. As these 
tyres wcm purchased as early as 1962 and 1963, it would be difficult to 
pursue the claims for compnsatioa if more delay is entailed. We, tbera 
fon,  recornmend that the State Trading Corporation should immadiaw 



arrange for a nKcting with the WSBD, Defence Production Dqmrtmcat 
and thc Arms concerned ahcr gc~t ing ail rehxnt details from the autho- 
rities concerned with a vicw to settle the cornpmsution claims without 
any further delay. 



CHAPTER V l  c1 

SUMMARY 
6.1. Wc huvc c4wc rcd the tcrms cd rcfcrrncc ( a  )-(para 1.1 ) in 

C h p t m  11, I I I  and I V  and tcrms c ~ f  refcrmcc ( b  1 in Chapter V. A8 
rcgards tcrntr crt rclcrcwc Ic 1 .  i~ draft reply cm the basis of our concluaicnu 
u rut Anmxurc 11. 

6.2. Ar ir rcwit of the clctarlcd cxrtminatmn carncd out by us, wc have 
corn to the wncluww that utuatlun wh~ch cxlstcd at thc time the impon of 
the tyrrr was onrutgcd demanded thew imports rn quant~trcr dccr&d 4. the 
Oowrnmcnt and rn msn dcctdcd by the Stok Tradrng C q o r a t i o n .  The 
tyrca were also irnportod hy and large by the time r q u u o d  Howcvcr, des- 
ptk shortogy. of pant  u a  tyrrs tn the country, due to postbk advcrw pro- 
paganda carncd out by thc Indrnn manulacrurera and of n fccltng t h t  the 
imported lyrcs may not hc hcs gnxd as thc rndigrnous ryrca, therc wx, rcluc- 
tma to p u r c h w  lhciic tyrcr though thc price uas chcapcr 'I hc potcmrtl 
purchilrem nithcr prcfcrrcd tto wall f or  wmc tmrc to purrha%- 
indigcnoulv tyres whcn nvarlirblc with the rcsult that the tyrcr 
imported couM no1 bc wlJ to the extent ant~ctpatcd. 7hc State 
Tnding C ' o r p r n t h  hud, thcrclorr, to render dl posdblc asw-  
tnnce tcr thc lnd~irn rmwrtcrs rn l~qurdating thew w c k r ,  largcly 
cm account of thc fear thllt finurrctul rcspcmubility nt~ght ulttmatcly devolvc 
on them though thc tnfcntwn and contentton of thc Sbtc  Trading Corpora- 
tion wcrc that t l u y  had rto legal or firurncid responsibility in t h i s  respect. 
No doubt them wcrc umr l n p s  In the Statc Trading Corporntion, office 
of thc IXiS&I) and M~trls:ry of Iklcnce nnd these have bocn dealt with in 
the previous chrprm. H o w w r ,  cxpenencc gained by the ux  of imported 
tyms w far has rtvcalcd that thcir prformance has not been infcrior to 
rhosc of indiprlous tyrm vtr-u-VIS the pria paid. There has bacn no loss 
arising out of thc purchawr of t hcx  imprtcd tyrcs suffcrtd by the 
various uscn, crcept, that in some cases cornpensacion has not yet bten 
p i d  for thc prcm~turcly lailcd tyrcs and action is king pursued to Pr- 
the claims further with thc authorities caaocraed. 

6.3. A summary c(f o ~ r  main oonclusiahs is as follows. (The mkvant 
paragraph numbers. at our report an Jso iadicated in brackets.) 



dtnmds recuivcd and the popularity of the jzcs from timo to 
timc. By and large. che tyres were imponad by the time re- 

quired. (Petagaphs 2.2.3, 2.2.4. 2.2.8 8 2.2.9.) 

( t i )  Thc rncthxl ~ d i y ~ d  in appointing lndinn q r n t \  dew not orp 
pear t, be sound. Bcforc xlcctiag t k m ,  i r  would havc k c n  
appmpriatc if the Stutc Trading Corporstir% had iovitcd 'public 
offcn so that thcy would haw encouraged some competition in 
the mnttrr of margins which thcy ult~matcly gavr to thcir ;lgcnts. 
(Pmgrnph 2.3 7 1. 

(iv) The STC shtruld f i x  rcspuns~b~lrtj for not informing thc prwpcc- 
tive huvcn ahwt thc spocrficrrtion\. prcssurc ctc. in different 
srzcs and ply :I\ dccrded by thcmsclvcs. (Paragraph 2.4 .2 . )  

( \ I  7 ' 1 ~  f : ~ ~ l u r s  I:) b~lnp out the full history of thc tyrcs, the con- 
dition\ and p r i t d  of storagc, and ommission to check thc weight 
of t11c tyrcs as given in the import dcxumcntu by the WS&D 
Inyx*cr.)n ;it Calcutta \hould bc. invcstigatcd further with a 
vies 10 taking suitable action. (Paragraph 3.2.4. ). 

( v i i )  T l~c  c~bwrvatm made by the Puhlic Account.. Committee that 
the I K U D  ciiJ no t  follow proper procedure in entering into 
rate contract is correct. Remedial action hiis. howcvcr, been 
taken by the TXiS&D. (Paragraph 3.4.4 ) .  

(v i i i  I Additional charqcs for the lapsc(r on the part of the Deputy 
Diroctc~r (UD) in the dcai relating to the placing of an AIT for 
THR tyres on 12 6.63 should also be framed and action 
against hiru proceeJed with. (Paragraph 3.6.1. ) . 

( i ~  ) nk. non-rcccwriiiation of the Army catalogue number and the 
tread pattern given in the AIT for THR tyres 'FJlaccd by the 
DGWD on 12.6.63 by thc TDE(V) Inspactm should be in- 
vestigated and rr'aponsibility fix& on the ofhccr(s) concerned. 



(XI Action drcady !,dm by the Dcfmcc Ministry to d u c t  the. 
pnsian crf the Otficcr Commanding. Central Ordnance Depot, 
Malad by 33 pcr cent for rhc I q h c r  on his part in lhr deal rc- 

Inling to thc purclrm of TFiR t y m  i\ adequate. (Paragnphr 
4.3.3 ). 

(ri)  Hcapr~n~~hrlrfy for the delay In comnlunlcatrnp the ordcrz of the  
1klcnc.c Minister dnkJ 19.4 6 3  ha5 hccn fixed on an I1nlk.r 

Secretary and :I Srcrirm OArccr. Tht adequacy of pcnalty pro- 
ptxd should, ho\vc.\ cr, hc rccon\;dcrccl ( Paragraph 4.4 6 ) . 

(J.  S. 1,Al.-1.) ( < ; . I . .  SFI'I 1) (G.C.L. JOKEJA) 
D,<;.s & D Add~tlonal Sccrcrary Commissitmrr for 

( Mcnrbr ) Mmistry of Ikfcnce Civil Supplies. 
3.7.1967 ( < b i r m s n  ) Ministry of Comrncrce 

3.7.1W7 ( Mtmbcr ) 
3.7.1967 



(Re. para 1.1) 
 CONFIDENTIAL^ 1dfMI:'DlATE 

NO. 14(1),67,D(O-1) 

GOVERNMENT OF INDIA 
MINISTRY OF DEFENCE 

The Publ~c Acccruntc Comrn~ttcc h.nc \ubiiltttcd their b4th Report 
(3rd l..>k Sahhd) rciattng to thc purechi~\e of defective tyrw They have 
found %CII,IU\ lnpwc :rnd \hortcorninp with thi\ caw and ttw ~ ~ ( K ' c C I U ~ C  
prcvalcnt In ihc office\ and liicuni~ In varwu\ matters. They h;ive in all 
pvcn 5 5  r n m  rciornnwidation\ conclu\~cm In their report whrch conccm 
three M~ntwits--Mint\trv of Comrnrrcc. Ministry of Supply i d  "lechnical 
Developmenr a d  Ministry of Dcfcnce In order that a coordinated reply 
may be furnished by Ciovernment to thcx recommendatmn\ ohservalitms, 
it has been decided to wt up an Inter-l)qxartmental Committee. con\~sting of 
the following officcrs: 

( 1  ) Shri G. 1.. Shcth, Addl. Secy.. Min. of Defence--C'huirrr~un 
( i i )  Shri J .  S. Lztll, D.G.S. & D. 

(111) Shri G. C. L. Joncja. Commisiioner of Civil Supplies, Min. of 
Commerce. 

Shr~ K. Rajagopalan. Deputy Secretary (O), Ministry of Defence, will 
act as Secretary to the Committee. 

2. The Cmmittee w'll investigate into the case in the light of the re- 
commendations and o b s c ~ a t i o n ~  of the Public Accounts Committee as they 
consider beM a d  furnish a report as soon as *ssiblc with particular re- 
fcresrce to the foIiowing aspects: 

(a )  To fix ncspnsibilitics for the various lapses revealed in thls case 
on the part of tbe officers in all the three Ministrim and suggest 
remedial measurn. 



( c )  s u w ~  a =ply to the varbur r a c o m m c n d h t i w ~ s ~ ~ n a t i o n ~  d 
Iht PAC dctaihd In Appmdix XIV to thc Report. 

!hi.'- L. COMES, 
l i m l r r  Sccrrrur~ ro the Gcwernmtnr of 1nd10. 

To 
The Cshincr Sccrrtary 
?Ire Sccrctury, Ministry of C'oinmercc 
The Sc~rctary. I)ep~~rtment crf Supply 



' (Ref. para 6.1) 

COMMENTS OF GOVERNMENT ON mE- CONCLUSIONS ~RECOM-  
MENDATIONS OF THE PACS ( 1966-67) bJTH RI..*PORT ( 3 R D  
LOK SABHA) AS CONTAINED IN APPENDIX S I V  THERETO.  

I. Assesnt~nr of nqw'rcmmu, h i s  for impwring ryes  in diflcrcnr sites 
and &by in rmporrtng rvrrr (9. Nos. 1. 2. 3, 4. 5. 11, 52( 1 ). 52(4),  
54(5)  of R~c.ommcndation/conclusions as given in Appendix XIV of 
the Repon). 

After the &cision was taken to import l.(X).QQO giant tyrcs of different 
rites on 20-7-1959, or&rs were placed from time to timc according to 
the demands rcccivcd. A review was made in April 1 9 0  by which timc 
the STC had made arranpmcnts to import 38,765 tyres. It was cstimalcd 
that thcrc would be a shortage of giant t y r o  to the cxtcnt of 6O,O(W) 
aumbcrs during 1960. Thcrcfore. it was decided to placc further orders 
lo mcet the shortage during 1960 to thc cxtent of a turthrr 25.0W tyrcb. 
Against these, orcfcrs wcrc plslccd to the cxtent of 59.861 tyrcs (~ncluding 
the 38,765 ryre4 rcfcrrcd to c ; ~ r l ~ r r )  upto 31-8-IYh0. The pcnition was 
further rcvicwud in I k c n ~ h r  1960 when, o n  thc h a i s  of the expected 
prorluct~on of tndigenou\ tyrcs, a ~ h ~ r t i ~ g c  of 1.23.O(H) number\ Wits 
cstimatcd for 1961. This dcficicncy was arrived at after taking into 
account all the favourable facton raferrcd to in para 1.29 of the PAC9 
Rcpon. The M~mrtry of Ctmirnerce and Industry was in Pact in c l o e  
touch with thc prtwlucticm propmrnma of the indigenous tyrc manufac- 
turer\ and were recci\tnp, half-yearly returns of their production figures. 
In fact. agamt  thc e\t~matcd prcduction of 1 0 , 8 4 , 0  giant tyrcs in 1961, 
the actual production amounted to only 9.89.470 Compared to thc 
estimated rcquircment(; of 1 2 . 0 7 . 0  tyrcs f 1961, thc mtimatcd 
deficiency of 1.23,UX) tyres erred on the safe side. It was. therefr~re, 
dccided in December 1960 to place orders to the cxtent of 1,20,(XK) tyrcs 
to meet the deficiency during 1961. No difficulty was experienced in the 
disposal of the 59,861 tyres ordered upto 31-8-1960 against the shortape 
&ring 1960. Wowever, the difficulties that were experienced in the dis- 
posal of 73,680 numbers &red sukquen t ly  against the requirement d 
1961 prabably were as follows :- 

(a) possible adverse propagmda carried out by the Indian manu- 
faxurcm. 



Ihe linking of thc allegtecS ovcrtntimation of the imprt requimnents with 
tba di~cultica cxperimced subsequently in the disposal of tyrcs importad 
& 1961 la not, thmriafe, justifiable. 

(ii) No ouch suws t ion  as rcferrcd to in thc concludig portion d 
para 5.1 ( 1 ) of the PAC's Rcprt ap jmrs  to have been made by any oRiccr 
of the Ilcveloprnent Wing of the Minikfry of Commerce and Industry. The 
rvbalc purpo~c for which this import was decided would have bcea 
frustrated because td the kmg time that would have been taken in evdu- 
rting thc tyrcs in this nliinner. 

(iii) As rtgmds p r a  5.1 ( 5 ) of the PA<"s Rcport. the complainrs 
about thc clcfcctc in thc tyrcs since April. 1960. were about the perform- 
ancc o f  Chinew, USSR and Czcchslovakian tyrm. The fresh &als whicb 
were entered into between January and Much  1961 werc for tyres ~ n r  
pnrtcd from Hungary and Poland q:un\t wh~ch no conyAaint\ had been 
received by thcn. Also Hungarian tyrcs were imported for the fint tima 
only uftcr May 1961 and thr~r pcrftrrniance was, thercforc, not knoum 
in the country. In rqwrd to Pit11sh t y m ,  no complaint had been roccivad 
prior to  March 1961. 

( iv )  As regards pr.1 2.2 of thc P h C b  Report. after the %te Tradurg 
Clorporilfim placed orden on 1 2-9- 1959 for 4,740 tyres, they eantioued 
t roccive further demands a\ a r ~ ~ u l t  of a Press Note issued by them and 
further ordcrs were, thertfore, placed on the basis of demands which they 
tdcc ivd  fmm trme to bme until general reviews werc m& in April 1960 
;rod in k m b c r  1960, referred to earlier. 

(v )  As rugards para 2.3 of the PAC's Rcport, thcir observations rrpm 
to ow size d y  i.8. 750x 20. In regard to otner sizes, namely 1000 X 2 0  
and 1100X20, o h  were p&ced only in tbe basis of demands reocivad. 
It was found by cys~ricncc that tlw largest demand was for sizes 750x20 
90d 825x20. 'Ilwrofom, when h asscuunent of shortage was ma& ia 
D#lembr 1960, it was dc&d&d tbat it should be made up by import of 
rwJy two siws, vk 750x20 aad 825x20, which were the sizes k 
dnmpnd 

(vi) AS regards dday in importing t p s ,  the r e c n d a t i c m  of the 
Dmlopaw?REwifrgw: " ~ a f h k s b n t c y e P l r a d d k : m o s t ~ y f d t  
during dw summer months when the &mad for tyrar k at its baight it 
is necessary to d o  ~ m t n t s  for imports and that such impma 



(vii) As regardr p a  1.30 d the PACs Report. thc import l ' i  
wam re- to tbt firm in view d the COatfadwl commitment rlrcody 

mtercd into by them with h hrcign nrimufacturers and the fust that 
the ryrrs w e n  awaiting shipment. 

11. Appointmnt a f  inai011 c q p m  by fonign suppliers (Sl. Nos. 6,  7, 8, 9, 
10 and 12 of Appendix XIV af the PACs Report). 

(i) .4s cxplnincd to the PuMic Accounts Committee in thc joint note 
dated 3rd September, 1966, submitted by the STY2 and the DCIS&I), the 
Arms who werc already agnts for the foreign stlpplicrs in India were 
appointed a5 agents for the distribution of tyres imported under thc STC's 
arrangemcntz. In the light of thc ohscrvntions made by the PAC, it i s  
now felt rhdt. before selecting the agents, it would havc been appropriate 
to have invited public offers so that com.pclition could havc b c ~ n  pencratcd 
and the most favourablc terms obtained. It might havc also been gcncrated 
to secure rclinhle and experienced dealers to handle this business. 

( i i )  As regards the delay in finalking the offer ma& by the Hungarirlrinn 
Commercial Counsellor, it is c;uhmitted that between 24th Dmmbcr, 1960, 
when the spccificatiotls of the tyrcs werc received from the Hbngariltn 

Commercial CounscIlor and 3rd January, 1961, when Messrs, Ram Krishan 
Kulwant Rai approrrchcd thc STC in the matter, the intervening period 

.was being utilised for making a comparative study of the prices and spcci- 
fications of the Hungarian tyres as they were offered for the f h t  time. 
During that period, another offer from Poland was under consideration 
with a view to obtaining a reduction in the prices quoted. It was for thcsc 
muons that no aCtf0h was taken during thd perid ftdm 24.12-60 to 
3-1-61. t h e  aboq aspect was unfortunately not brought to the notice of 
the Publlc A 6 a t s  'brnmittee when the evidcrrcc rif the S7'c w a s  re- 
brdctl tiy theh. 

(iii) As re@& p a  2.22 dt the PAC's Report, It is subnsltted that 
%ad the & iedtad publk ash, &h W h l i f  h&e t kh  dd toarfi for 
-any studan. 



abtaid in drafting pgrecmmts involving financial impiicotiaav to potaa: 
the STC against porsiblc dairnshmer. 

The Miniary af LAW had advised the STC sbould not seek tkii 
advice on matters concerning the STC's normal dutiec and fwrtiow. 
Ncvctthclcrr, the absenratiaas of the PAC have been noted and a zqutJt 
would be made, in future, to the Ministry d Law through the Ministry ol 
Cornmtrce to advise the State Trading Corporation in special cases of thb. 
nature. 

1V. Quality oj imported tyres (Sl. Nos. 16, 17, 28, 5 2 ( 2 )  of Appcndix 
XIV of the PACs Rcpon ) . 

When the tyres were inlponcd under the STC's arrangements for the 
fint timc in Sqnunber, 1959, it was intended to inform the prospeain 
buyers about (he s p c c i h t i o n s ,  pressure, ck., in different s k s  and ply. 
Unfortumtely, thia was not done and adion is king taken to fix respcnui- 
bility for this lapre. The idea of having a quality control or quality check 
of imported tyrcs which thc STC had in 1959 was not pursued because 
it was wnsidercd that the guarntcc given by the firm was adequate. LF 
In the light of complaint!! rreccivcd subsequently, i t  was noticed that the 
quality was not g d ,  then the matter could bd pursued further. If may. 
bc pointed out, in this cttnncctron. that k r c  arc no scientific facilities 
available in this country for such quality check cvcn to-date. Thc no& 
practice udoptcd cvcn in rcspcct of  indigenausly manufacturrd tyres which 
prtmraturcly fail is to obtain compnsntion from the companies and this 
prrtclicc was adopted in the case of importcd tyrcs also. When a decision. 
was rnkcn to import another 1.20.000 tyres during 1961, the question of 
quality of the tyres oficred by various countries was examined in detail. 
The spccilications offcrcd by thc forcign manufacturers were compared 
with those of indigenous tyrcs and it was found that, in the case of 
Hungarian and Pdish tyres. thcy fell short by 12 to 15 per cent. The 
pros and cons of purcbsing thew imported tyres at the prices quoted and 
the shortage which prevailed in the country were examined in detail and 
it was ultimatdy decided that these tyrcs could bc impofled though the 
sptdfications wen somewhat lowcr. It is regretted that no steps wera 
Wen to have the qualitly and specifications checked with rcfarence to the 
contracts made even after mip of complaints from the importers t hm-  
elves. As already stated, vide para 3.29 of thc PACs Report, SK: would 
be more careful, in future, and this kind of mistake wwld not be repeated. 

V. Non-mbnumrssim oj monthly & nrurn by the Indian firms and pay- 
mcnr of double commtssion & Messrs Ramkrishan Kulwanr Rai (Sl. 
Nos. 21, 22 and 23 of Appendix XIV of the PACs Report). 

1. No flum d o 1 1  was taken Messrs Ramhishan Kulwant Rai 
and Wssn Consdidated Equipment (India) Private Limlted as the  firm^ 
h a d k # a p r ~ m i s i n g f m m . t i m e t o ~ t b a t t h c y ~ b e T c a d t ~ t h G i o  



accmmts for bJpccti6n. 'Ihe accounts of M e w s  Consolidated Equipment 
(India) Pvt. ttd. bad been inspccttd by the STC and i t  was found t M  
they had suffercd s loss on the entire transaction. The ncuwnts of  mew^ 
Ramkrishm Kulwnnt Rni have also been inspected by the STc and it is 
gound that this firm has also suffered a Iiwss an the entire tronsxt~nn of 
t y m .  

2. A p t  from an amount of Rs. 4.80.000 receivd as cun~pcnsatlcm 
from the foreign supplies, vide item ( a )  of parn 2.40 of the PAC's 
R p n ,  M t s n  Ramkrishan Kulwant Rai have also rcceived two paynicnt\ 
of Rs. 93.120 and 46,400 from the foreign supplicts. As regads ngncy 
commission, the firm did not produce original invoices of the foreign sup  
pliers. They orally disclaimed having rcceivcd any agency comrnisslon 
oa impart of tyrcs. On an inspection of their ncucounts. howcver, various 
amounts totalling to Rs. 10,lO.OQO were credited to "Comniission 
Account" by transfer from the accounts of various parties. The Am] 
explained that thew amounts, although crcditcd ro "Commission Account", 
did not actually represent commission rcceivcd from supplicrs. Thcy rc- 
prescntcd credit balance lying in the accounts of various prtics which werc 
not real and thesc amounts were disclosed by thc firm as income and got 
8wssed to income tax under the Incomc Tilx Disclosure Schemc i~nd also 
that it was only for squaring up their hooks that thc credit balance in the 
accounts of the parties in question wdre transferred to "Commission 
Account". The firm. however, did not produce for inspection i\ny papers 
in support of these amounts. Further amounts totalling to Rs. 45,65234 
were found credited to "Commission Account" in their books us commis- 
sion received from Mews Chernolimpex, Budapest. T h e  firm cxplaincd 
that this amount was received as commission relating to the consipnienta 
of chemicals which were imported by them against the value of 1 3 . 0  
tyres reexported. They did not product for inspection the original bills 
of the foreign suppliers or any other papers from which it could be verified 
with any amount of certainty that the commission in question related to 
import of chemicals and not tyres. It appears that the position in this 
respect is not free from doubt and the oral statement of thc firm should 
not have been accepted on its face value. It would have been advisable 
to &in this information in writing from the firm as well as from the 
Hungarian Embassy before orders were placed so t k t  the landed wat 
could have been reduced by the agency commission, if any. which the 
finn received. TSlis lapse is regretted and STC would be more careful. in 
future, in such cases. 

VI. Compensan'on for defective tyres. (Sl. Nos. 24,34, 37 and 55 of 
Appendix XIV of the PAC's Report). 

(i) The tyna were imported primarily for use of big fleet owners suc', 
as Rood Tfansport Undertakings, Cooperative !kdeties and automobile 



(3) On an imption of their ;K.founb, it was noticed that the Coa- 
dld.ead Eqrdpnrrt (India) Pvt. Ltd. h d  paid Rs. 9,890 by way d 
compasrtian to t)w! buym d &factroc tym. 

(iii) Although two pncl meetings fm dafcctive Hungarian tyrcg pw- 
c h a d  f m  M m r s  Ramkrishan Kidwant Rai were hdd and compcnsrtic#r 
awaFdcd, yet, on an inspection d their accoants. it was noticed that the 
R n n  had not paid any compnsation to the buyem. They had rcctcvcd 
thnx amounts from the foreign suppliers a% cnmpcnsation i.r. RF. 4,80,000, 
Rs. 93,120 and Rs. 46.400. The State Tmdinp Corporation arc pursuing 
t k  claims with the firm. 

( i v )  Both the mSdiD and the DCIF haw intfmated the number of 
ddbctiw tyms to the SIY: for chiming compensation from the two firmti-- 
M/r. Ramkrishan Kulwant Rai a d  MIS. General Industries S t o m  S u p  
plying Co. The rcpcrrt.~ sent by DGSdrD include the defective tyres rcprtcd 
b!y the Army authorities ns purchases were made either under the rate con- 
tmct entered into by the DGSBD or under an A/T placed by him. While 
Mcsm GlSSCO haw agreed to haw panel meetings to consider the defect 
rcporta, Mcssto Rmkrirrhan Kulwant Rai have not agreed to the same. 
Thc !7K are consoatring further action against Mcssw Ramkrishan Kul- 
want Rai in accordance with the terms and conditions of the SITS agree- 
ment with them. Tht STC arc also arranging immediately for a meeting 
with the DOW, DefekHxc Production Department and the finns can- 
d, after obtaining aR xdevant adwhr from the autboritim conamd, 
with a view to settling the compensation clakns without delay. 

(v) In ngard to the particular comphint from the P c p u  R d  Trans- 
port Corporation, dcmd to in para 3.63 of thc PAC's Report, the 
Papru Road Transport Oorponrtion was oae of the indentors i x d i d d  in 
the list forwarded by the DGSdrD to the State Trading Corporation for 
claiming compensation for defective tyrts. The Pepsu Road Transport 
Corporatioa had putchased 36 tyrcs from M/s. Ramkrkhan Kulwant Rai. 
As explained earlier, this firm had not agrabd to constitute a panel meeting 
to award compcnsation at this late sta&a. The STC are considering further 
action with the firm in accordance whh the brms and conditions of thr 
STG's agreement with them, vide (iv) above. 



VII. A-e wRdarrad by STC a, r& hpWw Frns to liquidaft m k s  
(3. Nos. 3, 38, 40, 48, 52(6)  and 52(7) of Appendix X1V of the 
P A 0  Rcport). 

As the tyrcs wm imported by the hnns at the instance of the !8TC, 
the STC h d  to give facilities to the firms in dispninp of the stocks when 
&c firms txpcricnocd difIiculry in this respect toward9 the end 1961. la 
this mtrer they did not gjve pny cxccptioslol treatment lo any prty  ar 
organisation arid it was for this reason that tbt rJcua wu dccmtmkl and 
the Bnns were also, at a subQuquent date, permitted to KJ1 the tyter at my 
price they could fetch. besides the STC forgoing their marginal pmAt 
Despite tbesc, duc to xvcrd masons, the firms were not abk: to d i s p c  d 
t k i r  stocks although scarcity conditions prevElilcd even then. Tyms a d  
dl rubber stocks deteriorate by long storage and thcrc was Iegitimata 
anxiety on the part of the STC that thew tyres should b raM away hforc 
they remained under storapc for a long time. There witc idso a fear thijt 
financial liability might ultimately fail upon the STC. Thc STC. therefore. 
misted the firms in re-exporting the tyres to the countries of their milnu- 
facture as well as recornmendmg them to the vi1riou4 Govcrnmt'nt depart. 
ments. 

VIII. Nort-riisclosure of vitul informurim to  the DGS&I), the Defence 
Ministry and the public. 

(SI. Nos. 18. 19. 20, 25,  29, 35, 39, 49 and 5 2 ( 6 )  of Appendix XIV 
d the PAC's Report). 

(i)  The lctter dated 28th April, 1960 from the Transporters Gazcttc 
Weekly ~rwnplainclci about the quality of Chinese tyres only. The reports, 
which had been subsequently received a b u t  the performance of th- 
Chinese tyres were of a rather conflicting nature. As no occasion had 
arisen earlier to settle claims arising out of premature failures of tyrcs 
utributable to manufacturing dcfrxts by pqymcnt of suitable compensation, 
iC was necessary for the STC to write to Messrs Khemka & Co. when tbey 
come to know about the complaints for cvdriog a procedure in this 
respect. 

(ii) The prcentage of fzlilure on account of manufacturing defccts wgs 
excessive compare to performance of indigenous tyres and, therefore, 
ft  was not caasidmd necessary to bring this specifically to tl~c notice of 
Users. No doubt certafli spcific defects were pointed out by the import- 
hlg finns thunselves to the STC. The fact that these tyrcs were of lower 
!!pf&ations than corresponding indigenous tyrcs was also known to 
OK STC before they placed the orders. Jt is regretted that these wcre 
not brought specifically to tbe notice of the DGSkD and others by the 
SIC authon'ticj. It is, however, not )hsTt,Ie to pin point resp7nsibiity 
for tbis l a p  on any particular ofker/officers of the STC. . . 



Thc Directorate of Inspection, DGSdrD, Calcutta, bave failed, to brbg 
out the full history of thc tyres, their condition and p s M  vf ziorage, in 
tbcir inspection rc?pi,rti, t f ~  Hwdqunrlcrs at New Delhi. They also omined 
to cbcck tbc weight of tbc tyrcs as given in the import documcna. T h e  
&tpm arc being Lwrtigatcd furthcr by the E S & D  with a view to tam 
suitable action. While issuing the circular lcttcr of 28th May, 1962 to 
all the Dlnxt Demanding Ofirrcw, the DGSlkD was guided by the f a d  
that vaIuaMe foreign enchangc had been spent in purchasing these tyrer. 
The suitability of the tyrus for  us^: on 3-ton and 5-ton vchicles only, as 
nportcd in the Inspection Reports, should also have k n  indicated in 
tho circular lcttcr This w . ~ ,  howcvcr, omitted and two dealing officials 
of tbe ffiSdtD werc hcld rcvponsiblc for this l a p .  Suitablc action is 
being takcn against them. 

X Wllful ~upprejin'm o f  importunt d~cumnt . r  by per-wns dcoli~rg wvth 
the c a ~  in the DCS&II. 

(S1. Nos. 27, 5 .1  (10) o f  Appendix XIV of the Report) 

The dealing Assistant was held rcsponsiblc for this lapse and the 
explanation which was cnllcd for was found unsatisfactory. A Charge 
Shccl for major pcnalty was issued on 1 lth April, 1967 for this lapse 
at well as for other lapcs for which he was held reensible. An Inquiry 
OBicer has also been appointed on 17th April, 1967. It is likely to take 
six months to go through all the formalities bcfore the case is fin~lised. 

X I .  Rarc i9onrrucr entcred into by the DGS&D with the fims 
(SI. Nos. 31, 35, 36, 44, and 46 of Appendix XIV of the PAC8 

Report). 
Them wcre frequent discussions between the officers of thc D G S D  

and the STC before thc rate contract was entered into by the DGSBD. 
It i s  admitted that the DOS&D did not obtain any further information 
about the specifications and quality of these tyres beyond what was men- 
tioned in the Inspection Report Lumished by their Indpkcrtors on 4th 
May, 1962. These Inspection Reports were obviously rendered in 
answer to specific queries and did not contain all the vital i n f o r m a h  
which the DGSdtD should have, obtaiaKf before entering into a rate con- 
tract. As such, the observations of the PAC that the D G W  did not 
follow proper proccdurr: in entering into ratc contract is correct. As 
a remedial measure, a circular letter dated 7th January, 1967 has been 
i ~ u d  by the WS&D to all Purchase O@CCUI ond Sations at Rtqb 
quartem and Regioas that they should acquaint t.hemc1m fully with tbs 



s p a c i A c a ~  sP tbc starts to bc p u r c h d ;  the spadficntions &odd b 
&bmu@y examined and iacoPparated clcariy in the contract. WMle 
placing supply d e n  against rate contracts or running contracts or order8 
a p b t  od lrolc indents, cam should be taken to satisfy that thc stows on 
order fully d o r m  to the q u i d  specifications in all respects. 

XTI. Non-includon of W a m t y  cloust in the rorc conmtct 
(a. Nos. 30, 39, 52(10) of A w n d i x  XIV of the PAC's Rr-port1 
Responsibility for this lapse has been fincd on one Ikputy Director 

(S&D), one Section Officer and a dealing Assistant. They have been 
terved with Cbarge Sheets and disciplinary action is proceeding ag;titist 
them under the prescribed rules. It will take some tinre to go through 
all the formalities and finalise the proceedings. 

XI11. Checking up of quality of the tyres offcrcri bv M / s .  Ramkrishan 
K u l ~ m r  Rai by the D G W  and pcmible collusion between the prtrchas- 
iqq authorities, inspecting authorities and rh firm 

(SI. Nos. 32, 33, 47, 52(8) and 52(11) of Appendix XIV of the 
PAC's Report) 

( i )  The Deputy Director (S&D) dealing with this caw 113s hccn held 
rcsponsibie for not prdperly examining the case before placin~ an A/'T 
on 12th June, 1963, for supply of 7,100 tyrc,s in THR pattcrn to Officer 
Commanding, Central Ordnance Depot, Malad, on Messrs R:lnikri\han 
Kulwant Rai. This officer has already been charge-shectcd for anothcr 
l a p  i . t .  non-inclusion of warranty clause in the rate contract. Addi- 
tional charges for lapses in this deal are being framed. The case has also 
been reported hy thc DGSd-D to the Special Police Establishrncnt who arc 
investigating it. 

(ii) It has been verified that Messrs Ramkrishan Kulwant Hai had 
i w r t e d  THR pattern tyres against the A/T placed on thcrn on 12th 
June, 1963 also. Thc Defence inspectors have certified that THR pattern 
tyres were supplied against the AT. 

XW. Action against M / s  Ramkrishan Kulwant Rai for withholding Jrom 
D G S D  informtion about the complaints of manufacturing defects 
in rhc tyres and their influence with the IX;S&D. 

(S. Nos. 38 & 40 of Appendix X N  of the PAC's Report) 

Tbe ,Minktry of Law had advised that so long as the Injuction of the 
=gh Court, CahWi ,  operated no further action could be taken against 
tk lirm-Xessss Ramhisban K u l m  Rai. The case has, however, 

fid to the Spbcial Poke Establishment on 19th November, 



XV. M l d f t d e ~  rrkdd Woriably keep *ten mbwes of llir imporscPJ 
meetings w k e  WsionJ we taken 
(SI. No. 45 of Appendix XIV of the PAC's Report.) 

(SI. NCM. 32, 41 a d  SO d A p p d x  XIV of tbe PAC's Repcm.) 
(i) ?he conduct of the OtFicer Commanding, Central Ordnance Dcpt, 

Kaadivli, in the deal relating b rhc acccptuncc of THR patkrn tyres in 
Ucu of cross country pattern lyres as originally dcmonded hy him has been 
examined in dctu~l. 'Ihc expl;~nntion offered 3, him wbsequently for 
accepting thesc tyra was not considered satisfactory. Even though he 
had written to the D G S D  an 12th April. 1963 accepting thesc tyrcs 
without consulting the ti'pproprintc higher authorities yet, a Icost, on 
rocclpt d Army Headquarters signal dated 15th April. 1963 he should 
have candled his letter to the DCfW and also reported to .%my 14cad- 
q u a m .  Further, he got the tyrcs exmained by his own technBcal 
supervlsan instcad of TDE Inspectors before giving his acceptance to 
the D G W  on 12th April, 1963. He was, therefore. held rtsponsibk 
urd his pcmsloa bas boan d u c c d  by one thud as a penalty. His normal 
pundon i s  Rs. 535/- par n m w m  and tht reduccd prnsion is Rs. 357/- 
P a =  

(a) The TDE(V) Inspectors did not raise a query with the DGSBD 
or the lOBBcnr Commaadink C&atral OrdnurcF Depot. Mplpq for recon- 
ollistisa of the correct pattern required bacsusc thc catglogw number 
indicated in the AJT relatad to cnwrs cauntry pattern hemas the t m d  
pattern indicated in the AJT was THR pattern. Further, their suspicion 
shouki have been aroused by the fact that the ply rating was ncrt em- 
bmd, as in tbc case with Indian t$ms, but only stmilled. These as- - an kring investigated further nith a view to fixing r&pc&Mljty an 
tbe afficers concern. There does aof haoveuer, sppau to ba any -son 
to uwpact cdlaslbn between tbe Defence bpackm on the o ~ e  b a d  a d  
the purchascrs/sup@ien on the other. 



The puhr&mm of tbrrs rpas cam barc ba j- with lcrfcs~c  * 
m m  perlonaed by t k  ryrrs which have been removed from the- 
vrbicks as beyond lad rtpPin/kymd economical repairs in cornprism 
with & similar pdormancc of standard indigenous tyres. According to 
the statistics obtained in rhis eonncdiun, for the priod fram 1st January 
1962 to 31st Dmmbcr, 1966, the average kilometrage per tyre pcrform- 
ed by the CORDATIC (HUNGARIAN) i-rted tyrcs during this 
period which were removed as PLRfBER is 20,747. The corxspanding 
Lilometragc performed by an indipnous tyre is 21.580. If the per- 
formance d such t y m  which would be removed subsequently i s  alw tnkcn 
into account, the average kilometrage per tyrc performed by COKDATIC 
(HUNGARIAN) tyre is likely to go up. In other words, thc pcrformnncc 
of CORDATIC (HUNGARIAN) tyres cannot he considcrcd to hc in- 
ferior to that of the corresponding indigenous tyre. 

XVIII. Distinction soughr to be made hcthvcn the rcqlrirrmerrts o/ for)crrrtl 
a m  and oj other areas. 

(SI. No. 43 of the Appendix XIV of the PAC's Rcprt )  

In the absence of a record of discussions of the mec.ting, it is not 
possible to state at this stage with accuracy on what basis a distinction was 
made between the tyrcs required for forward areas and thow for other 
areas. Apparently, the intention was that, as thesc tyres were i~nportcd 
for the first time and they were in storage for some time, i t  would not 
k advisable to use them in forward areas and thereby take a possible 
riak. Discussions with many of the officers. who were prescnt at the 
meeting, revealed that no indication was given at the meeting that the 
tyres were of lower specifications and that complaints had h e n  received 
from the importers. No distinction is, however, being made, at present, 
between the tyrcs required for forward areas and those for other areas. 

XIX. Delay in the Ministry of Delewe for communicaiing the orders of 
the D&me Ministar &fed 19th April, 1963. 

(S. Nos. SO, 51 & 52 ( 12) of the Appendix XIV of thc PAC's 
Report) 

A tUrtber examination of the delay which has occurred in communi- 
&g the Dcfence Minister's orders of 19th April, 1963 has been made. 

Under Secretary and one Section Officer have been held responsible 
for an avoidable delay. Disciplinary action is being takm against them. 



Aa a m W d  ~CWUC, i ~ t N c t i ~ ~  have baca issued on 19th Scpeankr, 
1966, that, wbtn a deeirioo is takcn by Gwtnzment neardtatiog tba 
bsuc of orden, & orders should issue pRm@tly. If the fik is requid 
"for any other purposes, the issue of orders should not be delayed bot 
.the ordcm should issue fofthw-ith and file released thmaftcr. 



APPENDIX I1 
[Ref .  Para 1.8 of the Report) 

Notes showing action taken by G9vernment on the recommendations/ 
observations contained in the 64th Report of P.A.C. (Third Lok Snhtia) 
regarding purchase of Defective tyres. 



New Iklhi, the 19th July, 1967. 

OFFICE MEMORANDUM 

:S~ll~~cr:--P.A.C.--cf.Qflr Hrport (Thrrd Lok Sahha) r~p rd iny  prrrd~ase 
of rlrjrcrivc. t y m .  

Will the Lok Sabha Sccrctariat kindly refer to thcir Office Memor,uldum 
No. 21 1/29/67/PAC, dntsd the 14th April, 1967, on the above subjcc!? 

2. As the Lok Sabha Sc.crctariat arc aware, an Inter-Departmental C C J ~  
mitt& had been constitutcd with ii senior oficcr of this Ministry ar member, 
to prepare action-taken notrs on the PAC"s observations. It is understood 
that capics of thc Report nrld thcir rscommcndations have already been 
forwarded to thc Lok Sabha Secretariat by the Ministry o f  kfcnce. Tnis 
Ministry ucccpt thc replies preprired by this Con~mittee in regard to the por- 
t ion~ with which this Ministry is concerned, suhjcct to thc following corn- 
mcnts:- 

I .  Appoiritm~nr of Indian agents by forei~n supplies. ( S l .  Nos. 6, 7, 
8, 9, 10 and 12 of Appendix XIV of the PAC's Report). 

It i s  clear that greater care in selecting agents and more cfficicnt pro- 
cedures of selection are callcd for. S.T.C. has been asked to undertake 
an examination of thc principles and practices which are followoj with a 
view to evolving more efficient procedures for securing reliable and ex- 
pxienctd dealen to handle similar business in future. It has becn asked 
to submit a report to the Ministry as early as possible.. 

As regards para 2.22 of the PAC's Report, it is admitted that if the 
S K  had followed more cffldent procedures, there would have bcen less 
loom for suspicion. 

2. Financial relationship between the STC and the dirh.ibutors (S1. Nos. 
j3, 14, 15, 52(3) of Appendix XIV of the PACs R w r t ) .  

It is admitted that the agreements were not drafted in a manner so as 
to spell out clearly the legal and financial responsibilities of the party. 
SK: has been asked to take adequate legal advice in future in drafting 
agraemmts involviryl Anancia) transactions atd to streamline the procedura 



.fa folpl scrutiny. In opocial cases, asistanoe of tbc Ministry ot Law 
noold k? by rbe STC through the Ministry of Cummcm. 

3. Q d t Y  of tnpnrcd tpres. (a. Nos. 16, 17, 28, 5 2 ( 2 )  of Appendix 
XIV of the PAC's Repon). 

When the tyrcs were imported under the STC's arrangcmcnrs it 
intended to inform the prospbcztve boyen about the specifications, prcs- 
sure, etc., in different sizes and ply. Unfortunately this was not donc. 
Thc STC has been ackcd to take action for fixing the responsibility ern the 
officials responsible for tbe lap* pdntcd out by the Comniittec and send a 
report, on it to this Ministry. 

4. Compcnsatiun for d~fect ivr  ryres. (St. Nos. 24, 34, 37 and 55 
Appx. XIV of the PACs Hcport). 

STC has initiated discussions with M/s. Ramkrishun liulwant Rai with 
a view to securing pvment of compensation from them ugainrit cllrinis I n  
defective tyrer. A r ~ p r t  an thc result of their discussions will bc submitted 
in a few wceks. 

A copy of this Memorandum is being sent t o  thc Comptroller and 
Auditor General. 

K. N. K. PILLAI, 
Under Sety., to the Gorwnmwr of Iqdla. 

The Lok Sabha Scctt., 
Ntw Defj~i. 



MINISTRY OF COMMERCE 
New DrW, thc 2 1 ~ r  July, 1967. 

OFFICE MEMORANDCM 

$UBJECT:-Y.A .C.-44th Report ( 7lurd Lok Sobhu) rtgard~ng purchase 
o j  drjrt-rt ve ryre.r. 

Will the b k  Sabha fkmtnriat kindly rdcr to this Ministry's Otficc 
Memorandum No. 32 (20)  /66-ST, dntd the 19th July, 1967 on the above 
cob)ect? 

The undcrsigncd is directed to  inform thc Lx>k Sabha Secrctnriat that 
tba OtTice Mcmorvndum hus b w n  issued with the oppmval of Sccrctary . 

K. N. R. PILLAI, 
Utuier Secy., to rhc G o v m w n r  oJ India. 

Thc Lok Sabha Sccrctnriat, 
Nm, Dclhi. 



~ v E R N M E H T  OF 1N.M 

MINISTRY OF WORKS, HOUSING AND SlIPPLY 
i Department d Supply) 

N e w  Drlhi, rhc 17rlr J u l y ,  IV(r7. 
- ----. 

1st A u g u ~ .  I V t 7 .  
OFFICE M E M O R A N D [ J M  

SUBJ BCT :-PA . C . A c t i o n  <m r~commmdations made in rhrir 6J th 
Reptwt (111 b k  Sobha) relating to purcho.sc of rkjec'tive tyrcs. 

The undersigned is directed to rcfrr to D.O. Ictfer No. 2; I /  29/67 /PAC 
dated the 10th July, 1967 from Shri Bhargava and to sily h t  $1 hiph-level 
inter-depwtmental comniittuc, on which thc Ministries of Ikfcncc and 
Conanicrcc and thc Okpartnlent of Supply were rrpresented. was ~ c t  up 
to ensrninc in great detail thc C ~ W '  of purchksc. of dcfcctivc tyrcs mentioned 
in the 64th Report of the P.A.C. The intcr-departmenlirl con~niiltcc his 
since submitted its report a copy of which has already been furnished 
to the Lok Sabha Secretariat by thc Ministry of Defence. In this rcport. 
the committce has exhaustively dcalt with thc various rccommrndutions 
containcd in the 64th report. This Ministry generally accepts the find- 
ings of the committce. In rcspcct of thc lapses which haw comc 10 
Light, necessary action is being taken agiiinst the othcials conccrnccl. As 
regards the pauibility of asy collusion between thc purchasc ;~uthoritic:,, 
the inspecting authorities and the firm, the matter has t u n  cntru'.tcd 
lo tbe C.B.I. for investigation. Where procedural lacunlrc hiivc bccn 
noticcd, remedial measures haw bccn taken. 

2. In respect of some of the recommcndation~. additional i r i f o r r l i : ~ -  

tion is furnished below :- 

( i )  Re~xmunendurion No. 2 6 , 4 1 1  regard to the pericd of storage, 
it has since been ascertained that, at the time of insjwtion, the invnicc 
date was well within one year from thc initial inspection, and, thcreforc, 
tbc period was pnsumaMy not considered by the inspccwr to be prolcmgcd 
st- and was sccwdingty not brought out in his report. 

(ii) Recommcndution No. 32 .411  this c w ,  the inspection of thc 
W C S  Wits tbc responsibility of I& Defence inspccton. 

(iii) Rccamcndariim Nus. 35 a ~ d  3 6 . 4 ~ 1  regard to the preccdurc, 
i sunr t iars  have been iswed to all the purchase oficers vide 

blwm No. CS18/45(i)/1167 ddod the 7th January, 1967 (copy enclosed). 



(iv) R v n d o r i o n  No. 37.-In the care of supplics to Gavem 
a ~ l t  Deprtmcnks against mtrec t  piaccd bj' the DGSliD, rrports W W ~ -  
ing bcfcctiw had bccn d k d  for fmm all cxrnccnred and the rcrports 
rur far received hove bcco paaridl on to the S.T.C. 

(v)  R c c ~ ~ ~ & i o n  No. 40.-The question of thr utiliratlon of 
tyrcr imQortcd by thc S.T.C' sgmnst Cfovernment rryutremcnts had 
a k d y  k c n  fcferrcd by the S.T.C. to the WJ.S&D on 30th January, 1962. 
The WS&D circulated the crvailability of thcw tyre9 to Govcrnmcnl 
'hmpslt Undcrtnkingcu in all States on the 12th March, 1962. On the 
15th March, 1962, S.T.C. spin approached the DG!S&D with the rcqucst 
lo circulrrte the list to n1I DDOs, This matter was drscusred by the D.G. 
wlth the Dircdor S T.C. as per ht\ note rccordcd on 23rd May. l W 2  
anda  circular let~cr was thcrcupm tssucd to all D M h  on the 
28th May, 1962. This circular letter war issued at thc instance 
of the S.T.C. and in pursuance of thc diucuwon i ~ t  the rnccting hcld on 
23rd May, 1962 and Rot at thc instancc of M, s Rnrn Kmhm Kdwant 
Rai. 'I%i?i cin-ular wwld havc bccn issud cvcn if the lcttrr dated the 
2 1 ~ t  May, 1962 from M/s  Ram Krirhan Kulw;rnt K:u had no1 Ixcn 
raccivcd. Thc rcceipt of this letter from the firm ;it th~r particular tirnc 
Was a mere coincidence and not thc justification for issuing thc circular 
lttter d thc 28th May, 1962. I t  is to be noted that thc mSdtD had 
alsrdy issued a circular on the l21h  March, 1962 and, thcrcfore, no 
now principle wus involvcd rn thc i w c  of the circular of the 281h May, 
1962. 

The question of entering into rote contracts with stockists of impottcd 
tyms was dccidcd in a mccting, when the D.G. and representatives of 
the S.T.C. und [he Ministry of Finance wcrc present. No record of 
this meeting sccms to have k e n  kept but thc D.G. recorded the following 
note on the 1 7th August. 1962 on the relevant filc : - 

"Thc subjw was subscqucntly discussed with S.T.C. Wc have 
sincc decided to hi~vc R,/Cs for these imprrcd tyres ;~nd 
havc rcccivcd p r o w l s .  Thew may be cxpdited." 

For the purpose of entering into u R/C. it is necessary to havc an offer 
from the supplier. Without such an o k .  thc R/C cannot be legal as the 
cantract consists d an offer from a supplier and its acceptance on behalf 
of the purchaser. In this caw, the R/Cs could, therefore, have been 
issued only after the receipt of the letter from the firms concerned. It 
is not known at whost instance these firms sent these letters but it is to 
be presumed that they must have bacn advised by the S.T.C. to send in 
Wr offers to the D G W .  It will, thercfot~, be seen that the R/Cs 
were cntettd into with these firms not kcause they had ma& those 
o&rs but b u s c  a decision had already been taken in consideration with 
the S.T.C. to enter into R/Cs with these firms aod therefore, the lcocipt 



(vi) R l ~ ~ ~ l m r & i a n  No. 4S.-Nb~cs58ry instructions h a w  been 
issued vide DGSlkD Mema No. CSIB J4S(i)?l2'67 dlrtcd thc 7th Junuarcy, 
1967 and Ministry's letter No. 43(39)[65-PI dated the 18th April, 1947. 

(vii) Kcc.t~m,tl~ndafic,n No. 46.-In rcgnnl to  thc m t i n p  held in the 
room o f  thc Minktcr of Statc for Ikfcncc in July. 1962, thc then D.G., 
who attcnded this meeting. has furnished the following comments :- 

*'As regards the mccting in the room of t h ~  Minister of S t a t ~  for 
Defence (Shri K. Raguramiah) in July, 1962, the minutcs 
of the mcctintr should have been prcparcd by thc S.T.C.. its 
this meeting was convened at the instnnce of thc then Chair- 
man of the S.T.C.. Shri C. M. Pmntlcha. As far ils I could 
remember, the main point hrought c~ut during ths mccting 
in July. 1962 was that these tyrcs k i n g  new the dcfcncc 
indentors werc reluctant to experiment with them in forwilrd 
area<. but no ohjcction was raised to using them in non-for- 
ward ilreBS where a very largc number of dcfcnce vehicles 
were functioning. There wuh no hint :at thut timc thirt the 
quality of the tyres was inferior to those of  the indigenous 
m.lnufacturcrs." 

3 'Ihili iwucs with thc approval of the Secretary sf thc Dcpi~rtrncnl 
of Supply. 

Sd/- 
S. S. PURI 

To 
'The Lok Sabha Scctt. 
P.A.C. Branch (Atten: Shri A .  S. Rikhyc) 
Ncw Dclhi. 

copy  to :- 
1. A. G. CW&M, New Delhi. 
2. DGS&D. New Delhi. 

(S. S. Puri) 
Director ( Vigilance ) . 



Mcm. No. CS10/4S( 1 1/1/67 
Dated. the 7th January. 1967 

7lr public Account% Cuatrn~rtcc i n  thcrr Mth Report have commcntcd 
d v e r w l y  on a caw whore a talc amtract was p l d  without ver~fyinp the 
rpcrificutron of ~ h c  %loren t o  bc p r r h . ~ w d  against the wid rate contrrcf. 
,I vupply or&r ww : l l w  plnccd suhqucn t l y  wi;hout proper scrutiny 
to whether rhc btarrts requird hy ttw ~nctmrtor con f i ~nn td  to thc stores 
ot&tctl iiyinat Ihc rate contrilct or nra 

2. I t  14 d ntmcN?rr imponancc that the purchae tdficcr \hould arquint 
h i m l f  ful ly with the \pcc i f ic i t t i t~r  of slnrcs hc i s  going t o  purchase. Hc 
rhtntld cxnniine thc spccificntions thoroughly end i nco rpmtc  tba asmc 
a l r c d y  i n  thc ccontr;rct. Whilc placing supply orders against R/Cr o r  
Hg,/<'s or ordcrs against u d l t c ~  indenis care should bc tnhcn to satisfy 
lhal  thr s1orr.r on  r~ rdc r  fully conformed to rhc rcquircd spciiications in 
nll rcspcta. 

3. 'l'hc Comnrrttir. tiave alw rrnphasiwd In thc r c p r r  the need for 
Lceping wnrrcn rr*ct)rdi oi r r iwt rnp wturc dcosions arc takcn. Thc 
errmriallcc 11:lvc chervcd  3s undrr - .- 

"'l'hc Conrnrittcc would u r g  that the M ~ n i s t r w  shcruld invariably 
k i ~ p  wnrlcn ntinutcs of imprfant mcctings where k i s i a n s  
arc taken." 

A l l  concerned arc requested to  keep in thc rclcvant t i l t s  the written 
minutes of all mcct ing  whethcr h r l d  with thc rcprtrcntatives ai the 
suppliers or  with other Chvurnmnent T)cpmt\. 

Sd/ - 
M. M. PAL 

Deputy Dircrror (CS-N) 
An Purchasc Officlrn and Sectims at Hculquuten lad R@m. 
C w  to Audit CcU-with 10 spa: Cqits. 



%!B.IFCT : - N r t r ~ t w ~  01 Atvptn,~ writtrtt rrrr>rri?c of mectiti~.v~--4cc om- 
mrndcuion rmdr hy rhr Public- Acxu~unt.r ('rmmirrce. 

Thc PuMic Acccwnts Ccurinliftcc hnvc t;rhcn ,I w i c w  vrcw of thc 
manner in which no writtcn record wa+ kcpr of the proccedinp\ of ;in 
inipmant n ~ s t i n g  In H h ~ c h  ccrtain ~CCIUOIIS wrrc t ; ~  hcn Thc ohwrv;~tion 
mi& hy the Commitrec in this rcgard 1s rcprrwluccd hclow -- 

"The Curnrnittcc wvuld id%) urge thitt the Min~\trics uhould i n ~ , ~ -  
riabiy keep ~ r i t t c n  rillnutes o f  Impmant mcctinp\ whcrc 
decisions u c  taken." 

2. All Offrccrs 04 the kportnicnt, Thc Dircctorat: Cicncr.~l ol 
Supplier & Disposals lurd India Supply Misuon. i,ondon/W;l\trinpmn , l rc  

requested to cnsurc that written minutcs of mcetinys arc kep! inv:~r~:lhlv 
for future rdcrtncc. 

3 Dircctor Gcncral (Supplrc\ & Di(rpcrczll\ ) ;lnd IXrccrcrr Gcncr.d, 
India Supply Mission, l.ondon 'Wii\hington arc rcquc\t~~d to hrrnp the, - 
instruczlon\ to the noticr of all Otficers In thew Orp;in~\,~t~on 



The Committ~e reQFf1 to nolc that aflcr thc WXipt of the e p d  On 
2nd April, 1966, fm thc Diwtm of I m m ,  V e k k .  Ahmcdnalnr, 
mentioning the& that an examination of defective t y r n  rrveakd that they * 

wcrc considcrabiy lighter and wclrkcr in dcaign and recommndcd In he 
cfaraiiicd an PR-I0 cundnrd tvpc instcad d PR-12 trick grtp pattern, no 
action wan taken apainqt thc ln$+cctinp Oficers of the Armv and Inqwrcdins" 
OfRccr of the IK"rS&T) for occcpllng tyrcc of inferior qudity. The Corn- 
mittec ere nlarmcd at the way t h ~  lhfcncc needs wcrc procured in this case. 
Against the dcfini~c indcnt k)r CC type tvrn,  wnx indifferent quality was 
purchi id ,  uupplied, invcrled and paid for. Thc Cnmmitkc c m m  dk- 
count the porsihilitv of .I collu-+ion hctwern the purcha4ng wthwilics, in- 
4kctinc wthoritic* and thc firm Since such action arc frxupht with pr:tvc 
risk, thc Committee cannot help hut rccmmcnd ;I thorough cnquiry into 
thiq tispec! with tr vicw to civinp drtcrrrnt punishment to rhc qu;~litv 

IS]. No. 32 (para. 3 5 ,  crf  Appendix XIV t o  [he Sixtv-fourth Rqmrt 
of thc Public Accounts C'rwtnittec ( 3rd Lrik Sabha ) 1966-67 J 

DTfcncc inspectors rarrirtl out visual inspection prcwrihd ttndrr the 
existing 'p~wedure :~nd uith rcfc.rcnce to the detail\ contained in  the S I I ~  
ply 0rdcr lA.T atld thc rlc~,til\ stcnci l lcd/cmho~~d on the tyrec ~ h c r l  cup- 
dv n~atcriitliscd ;rc*~inst t h *  orden plwcd h! thc Dcfcncr. indentorz T h c t  
hnwcver, did not ruirc ,I qwrv with thC WIWD or the Officer Commanding. 
rcntral Ordrrancc Droot hl.~litd. I I ~  rccnnciliaticrn of the correct pRttern rc- 
ciuircd under the A/T placed cm 12th June. 1963 for 7 . 1 0  THR tvres 
ht?c:tuv thc trcct pattcrrl indicntrcl in the A R  wlr THR p~t tcrn  How- 
cvcr. thc r:~f:tlopuc nunlhcr indic.~tcd in the .4/T rclitlcd to thc. Crow 
r o u n t n  PRttcm rind thcrc i <  no w p r a t e  r;~talopue numtwr for thc THR 
pattern. Furthcr. thcir wpicion \hould h : w  km - i~~rrwd hv tSt f ~ c t  th .~ t  
the nlv ri~tinc w n ~  not crnhowd. 3% ir the caze with Indim tvres. hilt onh  
*tcncilhxl Thew nqpectg  w c  k i n r  invccti~atcd further with it vicw to fixin- 
nrspcrnsibilitv an  the officcrr concerned. There d w s  not. howwer. mpenr  
to he nnv reason to su~pecl  collusion between the Defcnce Inspectors on the 
one hand and the @rchascr~/suppliers on the other. 

DADS has xcn. 

Joint krefcm. 
15th July, 1967. 



The Committcc would like to know rn due counc the r ~ w l t  tnb~sti- 
pation proposed to be ma& in the caw regarding acccptmce cd tlw t y r o  
of specrficatinm other than thaw indcntrd for by COD Kandikil~ 

[St. No. 41 (Para. 4.12) of A p n d i x  XlV to the 64rh R c p c t  01 U~L' 
Public Accounts Commince (3rd L41k Sobha)-- 1966-67 1 .  

( i i )  The Committce note that on 15th April, thc Dcfcncc Sccrctary 
mfornwd the Army authorities that no t y r o  should be purchiwd from thrsc. 
two firms viz., M/s. Ram Krishan Kulwant Kni r~nd M/s. GISSC'O. On 
l S,i l  A'pril. 1963 the Army authorities had also sent a 4 ~ n d  to COD 
Kandivili, prohibiting plxing of further ordcrs with these two tirrt~s. It is 
;I matter of rq rc t  that in spitc of the ordcrs, COD Kandivili failcd to t ~ k e  
in~nicdiatc action to cancel the indent dated 0th Fcbrunry, 106.3 i~gninst 
uhich thc order was placed by DGS&D. as lotc a\ 12th Junc. I ' M .  'l hc 
('trrnmittec feel (hilt thi\ failure on the part of the COD Kandivili rc.quirrr1 
I.mhing into. 

[SI. No. 50 (Paru 4.45) of Appendix XIV to the Sixty-fourth Hcport 
of the Public Acctlunts Committcc ( 3rd L.oL Snbhu )-- 1966-071. 

The conduct of the. Onicer Commanding, Central Ordnance 11cp)t. 
Ksndivili, in thc den1 relating to thc acct$tancc of THR pattcrn tyrcs i n  lieu 
of cross country pattern tyrcs as originally dcmandcd by him has k c n  
cxamined in detail. The defaults commitlecd by him havc h e n  mcntioncd 
rtt para. 4.3 on pages 56 to 58  of the Rcport ot the Inter-l)cp;~rtrncnt,~I Com- 
mittee of which copics have been fonvardcd to thc Lok Sabha Sccrctarii~t. 
The explanation offered by hint for accepting thcsc tyres was not considered 
srrtisfiictory. Apart from thc said defaults, he ycx thc tyrrs cxiimii~cd by 
his own technical supervisors instcad of TDE Inspectors bef:)rc giving hi9 
acceptance to the DGS&D on 12th April, 1963. He was, thcrelore, held 
responsible and his pension has been rcduccd by onc third ;IS a pcnalty. 
His normal pension is Ra. 535/- per menscm and thc reduced pension is 
Rs. 357/- per mensem. 

DADS has secn. 
H. T. SADHWANI, 

loin1 Secretary- 
isth-wy, -1 967. 



"They wtwld a h  Irk lo br informed about the dcldls ol the pcrfor- 
rtlance of thew lyre% i l f k r  thew arc collected by thc Army Hcadrjuurters." 

(St. No. 42 (Para 4.13) td AtJpeMhx XI\  to the Sixty-fourth Report 
ol thc Public Accounlsr C'mnriltcc ('llrrd Lok Sabba)]. 

Acrtcm TAKEN BY ~ V ~ R N M E N T  

9.454 " c d a t ~ c "  ( H m g o r ~ a n )  ~ m p r t e d  tyrcz werc p u r c h ~ d  by the 
Ikfcncc !kw1cccS,W24 of THR petlcrn under an A/T  plucc j by the 
1XiWI) on 12th June, 196'3 and 3,550 ST pattern tyrrs under thc Rate 
C'mtrwt. The pcrformnnce of the lyres can h c s ~  bc judged with rderrncc 
to the m~lcn$c performed by the t y m  whkh have hccn remwd from lhc 
vchiclcs ns beyond Itw~l  rqa i r s  or beyond ecammic repairs 1,583 of 
thew lyres wcrc removed 8% BI,R/BER during the period from I st January 
1062 lir 3 l ht ~kccmhcr:  I Y W  The uvtrrgc kilmnc.trage per tyrc perform- 
cd by lhcw tyrc\ 1s 20,734 1)unng lhc \aid pcncd, a total nf 49,972 
lndigenour lyres wcrc ulw rctaovcd 8s  beyond k a l  repairsfbeyond economic 
repairs. 'The uvcrqc L~ l rmr l r~ge  prr tyrc performrd by such iadigcnous 
tyrcv is 21.574. 

Two statcmcnla ( o m  up to 31s l  Dccrn~ber, 1964 nnd lhc olhcr for 
l9bS and 1966 &owin€ the variou, malics of tyrcs (original and s r w )  
rcmavcd ws BLRjBEK within various L~lomctrc ranges, percoatas of 
failures r~nd lolo1 k i lonwrc~ done whcn rcmoved, arc attached. 

Audit hsu not k e n  rhlc to  verify the accuracy of the data givw in tile 
two stntcnlcnts as thcw t~nvc hccn compilcd from Jar& numbcr of c turns  
rccrivcd by thc Ministry of Dcfcncc from various units. 

H. T. SADHWANI, 
f oinr Smwarj. 

15th July, 1967. 







MfMISTRY OF DEFENCE 
Ac~ion taken on the rmmncrndations 01 the Public Accorcnts Codl lCl l  

&COMMENDATION OF THE COMMITTEE 

"The Committee arc unahlc to appreciate the distinction sought to k 
made for the, requirements of the forward arras and of the othcr arcas in so 
far as these tyres arc ccncsrncd. The Committte cannot hdp fwlinql that 
this distinction was mnde pcrhaps, to ilccept thesc tyrcs, tbt quality ot 
which was doubtful." 

[SI. No. 43 (para. 4.20) of AIJFkndin XIV to the Sixty-fourth Report 
d the Public Accounts Committee (Third Lok Sabhe)]. 

As already explained to the Public Accounts Committee vi& pemgnpha 
4.18 and 4.19 of Chaptcr 1V of the Report, it is not possible at this stage 
to state on what basis thr' distinction was mndc between the tyrcs required 
for' forward arcas and thosc for othcrs areas. Apparently the inlcnl~on at 
that tune was that no ri\k could be taken by using thesc tyrcs, which were 
being bought for thc fir\[  time., in forward arcas. 

2. At -present rlr) di~f in~ t ion  is k i n g  nladr bcfwccn tyrcs rcquircd tor 
forward arcas and thtrsc for othcr arcas. 

3. AGCW&M has seen. 

w- 
L. S. LULLA, 

Joint ~ecrs tar~ .  
22nd April, 1967. 

[No. 14( 16)/66/D(O.I.)] 



"T& Commitkc would also urge that the Ministries should invariably 
Lcep written minutes of in~ponant meeting.. wwherc dccisions are takcn.'" 

[a. No, 45 of Appendix XIV to the Sixty-fourth Report of the Public 
Accounts Committee ( 3 id  Lok Sahhs ) -1 966-671. 

ACTION TAKEN BY GOVERNMENT 

lastructions have been isrucd on 19th January, 1967 impressing upon 
dl officcrr ai the Ministry of Defence to enst1.c that written minuter of 
important mcetings where decisions are take11 are invariably kept. A cdpL 
of tbe h t ~ c t i o n s  ir enclosed. 

DADS hu men. 
Sd /- 

L. S. LULLA, 

2W February, 1967. 

[F. No. 14(10)/66/D(O.I.).] 



No. F. lO(l)/W/OBM 

MINISTRY OF DW;1ENCE 
hrrw Dellti, the 19th h w t y ,  1967. 
0. & M. CIRCULAR NO. ( 1 ) 

The Public Accounts Committee in their recommendntion ,it serial No. 45 
of their 64th Report (Third Lok Sabha) has obscrrved ~3 mclcre--- 

"The Committee wmld also urge that the Ministries ~;hat~ld ir~vuri- 
nbly keep written minutes of important meetings whcrc Jc& 
ions arc taken." 

2. 11 is, therefore, impressed u p m  all ofTicers to cnsurc that written 
minutes of important meetings where decisions arc taken, should invitrinbly 
bc kept. 

Sd/- H. T. SADHWANI, 
Joint Secrcrury (P&C) 

Tele: 3S05 
To 

AU Officers in the Ministry of Defcncc. 



MINISTRY OF DEFENCE 

7hc Cammjttcc regret to nute that the syxific order of the Ministtr of 
Dcfencc dored 19th April, I963 prohibiting thc purchasc of 7,100 tym, 
were not immediately srommunicatcd to dw indenlor% and to the DGWD. 
Thc  commit^ are not convinced with the reasons for not taking action, 
advanced in cvidence that the files in this case were taken away by the SPE 
from 2% April to 25th June 1963. The file was available with the Minis- 
try of Dcfencc for about 10 days and action c d d  have becn taken during 
that period. 0 0 * c 0 

(S. No. SO(Para. 4.45) of AMndix XIV to 
 he Sixty-fourth Repon of the PubLic Accounts 

Cornmine.: (3rd Lok Sabha)--196667. 

( i i )  I t  is really unfortunutc that as a result of the &lay in wmmunica. 
ting thc ordcrs datcd 19th April, 1963 of thc Dcfcncc Minister to all sub 
rities including WS&D in time, the ardcr for 7,100 tyres involving a sum 
of Rs. 25.56 ltlkhs was pluccd by DGS&D an 12th June, 1963 on the firm- 
M/s. Ram Krishrrn Kulwant Kni. Thc Committce take a very serious view 
of the delay in the Ministry of Dcfence for not communicating these orders 
and desire that necessary action should he taken against the delinquent 
officials. They also desire suitnble remedial measures should be de& 
to avoid the recurrcncc of such crrscs. 

6 1 .  No. 51(Para. 4.46) of Appendix XIV to 
the 64th Report of the Public Accounts 

Committee (3rd Lok Sabha)-1966-67. 
(iii) Thc Defence Ministry arc also not entirely free from Mamc insthis 

cas, PS then has been a serious failure in not communicating the orders of 
the Defence Minister to authorities concerned in time which could have 
prcvcnted a purchase order of about Rs. 25 lakhs being placed on one firm. 

(S. No.52 (12) (Para 5.1) of Appendix XIV 
to the 64th Report of the Public ACCOUI~S 
Con1mittce-1966-67). 

A fur:htr examination of the delay which has occurred in communica- 
ting the D~fcocc hdinister's orders of 19th April, 1963 has been made. Ok 



rm&r~aryPad~SbctioaOfRccrbarebenbcMrusponxiblefotm 
rvokhbk dthy. DisciptirPuV action is being taken against them. As a 
mndM mclwue, lnsauaioat haw been issued on 19-9-66 that, wban r 
decisi0111 ir, taken by Oavnnmeat W W h g  the k6uc of orders, the oden 

hmc pomptty. If thr; fik is required for any other purposes, tho 
luue of orders *boutd mt be dcIrrycd but the anicrs should issue forthwith 
md file n k 4  themafter. A copy of the instnrctions is attached. 

Joint Secrcfary. 
15th July, 1967. 



No. F. a4 (B)/WOEM 
OovEwnext OP INTIU 

MINISTRY OF DEFENCE 
New DefN, the 19th Stprtmber, 1966. 

OfEcc Order No. 45 

SUB J ~ c r  : -issue of ordtrs bawd on Govcrnmcnr decisions. 

Aa instance has comc to notice when iarue of orders based on a Govern- 
mcni decision was dclaycd as the file was sent to another Ministry in ccmaec- 
tion with another matter. 

2. When a decision is taken by the Government necessitating thc issue of 
orden, the orders should issuc promptly. If the fiJe is also required for any 
athcr purposc, rhc issuc of ardcrs should not be delayed but the orders 
should isstre forthwith and the file rclcascd thcrcaftrr. 

Sd/-H. T. SADHWANI, 

All Officers nnd Sccriom 
Copy for information to PS to DMIMDP. 
Copy to :- 

Army Headquarters-DSD 
Naval Headquarter-Naval Secretary. 
Air Headquarters 

All Intcr-Scrvices Organisetions. 
CAO(Coord) . 



The conunittee &sire that rrspandbitidea shauld be fixed for  variws 
lrpscs rcvtaled in this case on the b r t  of S.T.C., office of DGS&D, Ministry 
af Defeaoc ctc. 

($3. No. 54 (para 5.3) of Appcadix XIV to 
the Sixty-fourth Report of the Public Accounts 
Committee ( 3rd b k  Sabha) - 1966-67 ) . 

So far as the Defence Ministry is wnccrncd, responsibility has k e n  
fixad on the than O.C., C.O.D., Malad, an Under Secretary and a Section 
Officer in the Ministry of Defence, for certain lapses. Responsibility is also 
being fixed on the Officers concerned in the Director of Inspection (Vehicles) 
for certain lapses pointed out by the Intcr-Departmental Committee, 

DADS has seen. 

H. T. SADHWANI, 
Joint Smefary. 

15th July, 1967. 



0. 1. What was the estimated and actual productim d indipaous 
production d indiiytao~r tyrer of sine 825-20 and 750-20 in 1960 and 
1961. 

A. 1 .  Automobile tyrear and tubes arc being manufactured in the 
country in a large numkr d sizes end ply-ratings. During 1960 and 
1961 motar car tyrcs were produced in 25 sizes, motor cycle and scooter 
tyrcr in 7 sires, giant tyres in 27 different sizclics, tractor tyres in 12 < i s  
rnd earth-m/excavator tyrer in 10 sizes. Giant tyns were produced 
in the following aim and ply-ratings: 

Sim P ly-raring 



In oIarr d dm rcrp laqe number h and ply-ratiags in which ty- 
lrmn Ji a h g  bban mrwrtrausd, h b m a h  ha not been c~llty:tcd ts. 

with regard to prodtictiom in aach one of thc size:, and p lp  
nrrirags. hdbmmtion with rcgasd bo proddon is king cdlcctcd undar 

atqpda acb 'lmtor car t p s .  motor cycle and smotq tym, 
raiddram v&& tyraa, giant tyres (bus and truck tyres), tractor tyras, 
grader tyrcs, cuWmver/excavrrtM t)rcs. Ttk! production of giant t y m  
of an s k s  during 1960 and 1961 w;rs aJ foliows: 

1960 . . 9,45,862 Nos. 
1961. . . 9.89.470 Nos. 

Although the bmak-up d these !&urn in different sizcs and ply-rutin@ . 
4tf the tyres are not available, it may be stated that the bulk of the pro- 
duction wcre in sizes 7.50.20, 8.25-20 and 9.00-20. No estimates re- 
jlCardiag the production af giant tyres for each sizc were also made. 

Q. 2. Please also indicate the estimated requirements for these tyres 
in i960 and 1961. The bsis of estimated rcquircment may also plcasc 
be indicated. 

A. 2. Kindly see reply the Question 1 above. Development Wing 
did not specifically make estimates regarding the requirements of t p s  
in shes of 8.25-20 and 7.50-20. However, extracts from a note prcpslred 
by Dr. Sitaramaiah of D.G.T.D. estimating the net rcquircmcnts for im- 
port of giant size tyres in the year 1960 and 1961 arc attachcd. (An- 
aexure I). 

Q. 3. Please fumish a copy of the note, of Dr. Sitaramaiah, an officer 
af the Development Wing dated July/August, 1959, wherein hc had sug- 
gested that the S.T.C. would find it difficult to dispose of the tyrcs aa the 
"mdipwrus manufacturers wcre likcJy to step up their production, etc. 

A. 3. A oddy of the note is attached (Annexun 11). 
[Ministry of Commerce D.O. No. 115-JS (PCA)/67, dated 26th July, 

19671. 



(A) In January, 1960, the D.G.T.D. estimated that there w d d  be a 
rbortagb of giant tyrca to thc extent of 60,000 Nos. during 1960. By 
t&! end d Mmh, 1960, wr: wen: given to understand that arrangcmcnts 
had baen ma& for the import ol about 38,000 lyres. The gap to be 
covemi was, therefore, about 22,000 tyrcs (6O,W&-38,Oo). The 
11.G.T.D. asscased this at 25,000 Nos. although arithnlatically the 
gap was 22,000 tyrcs. 

(Q )  What arc the details of thc fuller examination made in Decenaher, 
1960 for impon of an additional 1,20,000 tyres? Were all the favournble 
factors rcfcrrcd to in para. 1.20 taken into account and if, so, why was 
them dlfli~ulty in wlc despite low prim? (Para. 1.17). 

(A) ?he P.A.C. Sub-CMnmittcc had asked the Cbmmmc Minbtry to 
f d e h  inltmnation regarding thc basis for thc assessmeat of 1,20,000 
tyres required for the year 1961. In that connection, a note was scnt to  
P.A.C. A copy of the samc is attached (Annexure 111). 

AU the favourablc factors referred to in para. 1.29 mrc taken into 
c~nsidurtion. The incrcasc by 2070 of the basic qbota of the estabiish- 
cd hportcn was oxpactcd to bring in only a limited quantity of tyres. 

There is a carhjdersMc dme-lag between issue of a licence under the 
Xndustrics (Dewlopmeat and Regulation) Act to set lJPl capacity lor the 
production of tyres and the actual erection of the factory. Even after the 
plant and equipment are ercctcd, it takes consideraMe time (of thc order 
of 6 to 12 months and in some cases even longer periods) for the estab- 
lished capactiy to be fully utilised. All these factors were taken into con- 
sideration while assess& the indigenous availability of giant types. 

The difficulty in selling the imported tyrcs seems to be due to the gene- 
ral ir@msion in the public mind that & imported tym wen of poor 
quality. Other contributory reasons could also be poor salesmanship and 
inadequate after-salts Smjce. 

(Q)  How d o e  tba tdal awsmcnt  of 2,20,000 rccoodte with th4. 
actual order placed for 1,24,445 and actual import of 1,14,7501 



(A) Tbc D.G.T.D. madc two a s s c s . t s  relating to thc sbortagc 
giant WS during 1960 and 1961 a~ f0 l l0~~: -  

Shortage during xg60 . . 60,w~tym 

Shonqgc during I* I . , 1,20,000 ,, 

Ibc actual imports are stated to bc 1,14,750. Therefore ~ h c  diffcrcnn 
is 65, 250 t p s  and this difference should be vicwcd against the bnckgwund 
sf consumption of giant tyrcs of the ordcr of over two nlillion tyres during 
1960 and 1961, the break-up being as follows:- 

( I )  Pduc-tion of giant tycs during 1960 . 945,862 Nts. 

(2) Production of giant ryres during i 961 989,470 ,, 

(3) Imprts  of giant tyres during I 960 and 1961 I 14,750 ,, -- 
TOTAL . . 2,oso,o82 NOS. 

The difierence, of 65,250 tyrcs constitutes about3.25 pr cent. of the totnl 
consumption of tyres during the '$cried under considcration. In other 
words, this would represent stocks equipment to 1 1  ~5 days' consumption. 

Attention is invited to the following important factors:- 

(a) At a time whcn there is scarcity for tyres and thc prices go up, 
there is a tendency on the, part of the consumer to use thc tyres 
for a fJcrioci much longer than he would have done undcr normal 
circumstances. 

(b)  The tyre companies, in their factory godowns, gcncrally rctain- 
ed stocks of about 16,000 tyres during each month in 1961. 

(c) There are about 4,500 automobile tyres dealers all ~ m r  the 
country. In additiql to the normal stocks with thcrn, they 
might have cornered certain quantity of additional lyres for 
pushing up p&x. AS soon as the dealers nalircd that the 
imports and the increased indigenous production would mcct 

the country's total demands, they scem ta have :clcased the 
hoarded tyres for sale in the open market. 

If the factors referred to in the previous paragraph arc taken into con- 
sidetation, it would bc Mreciated that it would be difficult to improve on an 
estimate whicb varies from the actuals by only 3.25 plcr cent. 



~ g c r : 4 r n m  d G h  Tyrrs by the State Trading Corpordion. 
Stni B. B, bksena, Diredor-in-Charge (P. & T.), State Trading 

corporation at India Ltd., telephanqi to me yesterday evening. Hc Jaid 
tht M(I) had askcd the S.T.C. to import 100,000 giant tyres in order 
to combat the shortegc of tyres and the consequently high prices which arc 
being charged for thorn. Shri Seksena desired to know the s i tes  of the 
tyrca as well as the quantity in each particular size. 

2. 1 dimused this mattex bricfly with S.I.A. (Chemicals) this morning, 
wbcn Shri Sckscna was also present. I learnt from S.I.A. (Chemicals) 
thnt this matter discuwd in the Secretary's Tucsday meeting this 
morning, As desired, I am putting down some of the rcvclaat points. 

3, Thrc is reason to bclieve that the supply position of giant tpcs  
would become statisfactory rooon due to the following reasons; 

(1) The current shorts@ of giant tyres is of a marginal nature 
and the increased indigenous productim due to the implemen- 
tation by M/s. Firestone of their substantial expansion scheme 
and going into ~oduction of M/s. Dunlop's iactory at 
Ambattur would soon bc more than adequate to meet the 
ind'igcnous demand. 

(2) The peak period (April-June) for the demand of giant tyres 
L o w  and with the on* of rains in the amty the de- 
mand has very considcraMy d e d .  

(3) Arrangements havc alnady been made to augmnrt our io- 
diganow production by imports. Public Notice No. 43-ITC 
(PN)/59, dated 18tb May, 1959, with regard to the issue af 
ruppiemeotary liccMxs donr. 

(4) Panaisdon to import 4,800 giaat tyrts is being issued to M/s. 
CEAT 'I)rrs of India, Ltd., Bombay on the basis of their 
being a& to obtain tym from thdr parent oompary on r 
~ t o b a r a t u r m t a d i n k h d w i t h l n t w o ~ d E a r ~ r ~  
duclion in India is established. 



4. U ttrc S.T.C. dc&ks to jmpOrt tbt tyres, d i f b h k ~  might uise far 
<tiqpaiog of & md h .Ira tbe l ikclhod of the S.T.C. iacur- 
f i n g ~ d ~ 6 t O t b : f ~ - :  

( I )  E m  if SiC mom in tbc matter i d a t e l y ,  it'would 
take i t  lCRgt 3 moathai for tho imports to rnaterializrc and by 
tbm indigeMHw poduairon would be adequate to mbat the 
th intunrl rbnnruh* 

(2) The cost of hportcd tyres is gemrally higher than the price 
of the corresponding indipnous tyrc. 

(3)  Tbere is a cwumer preference for giant tyres manufactured 
in India (During 1956-57, when the tyrc companies wetc 'pcr- 
mittad to import a large: quantity of giant tyrcs, they cxpcricnc- 
cd difficulty in selling the imported tyres due to the con- 
sumer preference for indigenous tyres which give kttcr scr- 

via,  as they arc built to mcet local conditions), 
5. If, however, a decision is taken to import 100,000 giant tyres, the 

break-up would be as follows: 

Siae Ply Qu~nr i t v  

6. The. approximate c.i.f. value of 100,000 giant tyrcs would k 
about Rs. 3 crorer. 



ESI~WC oj requlrcrnents 4 tyres &iring 1961 
Giant tyrcs are required for buses, tnrckr and #ps. The demand 

for these tyrcs can be messed under two headr* nawiy (i) Original 
equipment for fitment to new vchiclcs and (ii) requirements for rrpIacc- 
ment puqmtx for vchicks aircady on road. 'Ihc over all deinapd can 
be arrived at by adding to the% tbc Govcrnmcnt purchases and the rt 
quircmcots d invcntarics and exports. 

The d c m d  for tyrcs and tubes for original quipmcnt is related to the 
programme of Industrial Development envisaged for the Automobile In- 
dustry and is worked out at the rate d 7 sets for buxs and trucks and five 
BC%S far jecpk. Thc original equipment dcmand was assessed at 2,45,000 
Nos. as indicated below: 

( i )  Busesltruck @ 7 tyres pcr vchicle 30,000 Y 7 --=2ro,ooo Nos. 

(li)Jeeps((iJ5tyrcspervchicle . 7,000a.5::::35,000 ,, - - 
Turd Original Equipment Dcmnnd . qj ,ooo  Nos. 

Aswssmcnt of demand for replacement purposes is determined after 
W g  into consideration thc numbcr of buses, trucks and jeeps on road 
at the beginning of tho ycar and the net replacement rate of tyres. Minis- 
try of Transport compilcs data on vehicles registered in each of the States; 
information i s  thus available rcgarding the number of vehicles on the road. 
Thc number of vehicles on road by the end of the year is computed by 
taking into consideration the numkr of vehiclies s c rawd  and the ntw 
vehicles added during the year. Certain norms regarding the averag life 
per each catc8ory of vehicles have been adopted in consultation with 
different interests conccrmd. Starting from this base and on the basis of 
the, production target for 1960 for each category of vehicles, the number 
of vehicles on the road at the beginning of 1961 had been arrived at. 
Thc number of trucks and buses on the road at the beginning of 1961 was 
about 169,500. Thc corresponding figure for jeeps was 13,800. 

Replacement demand for tyres and tubes varies with each category 
of vehicles. In consultation wifb the diffemt interest concerned, the 
D.O.T.D. had worked out certain nplaccments rates of each category of 
vehicles and these have been adopted with some minor modifications in the 
bbliption "Programmes of Industrial Development 196 1-66" issued by 



tbo Planning CommisJion. nKn had slso been a trend Wards in- 
in the ntnrding of tym. 'Ibis is a most webme feature, as ~trcndipg 

N p  in conxrviag national wealth by bringing back into s e ~ a  
worn out tyns which would d b c h  be discarded. While computing 
the number of new t y m  required for replacement purposes, the sxtcnt 
of retreading Plso has boca taken into coosideration and the net replace- 
ment demand was placed at 8,82,000 NOS. of tyrcs, the details are shown 
bttow : - 
Replacanent for trucks 'buses 

@ 6 per vehicle . . 7 169,560 x 6 = 1,017,000 Nos. 

Replacement for Jeeps @ I - j 
per vehicle . . :=r3,8oo x 1 . 5  := 20,007 ,, 

Total apparent tyrc r e p l a ~ r  
mmt requirements , . ~'=1,017,000+20,700 . 3 1,037,700 ,, 

Rewad 0 1 5  =55+700 ,, 
Net Replacement requirements -= 1,027,700-1 55,700 -882,000 ,, 

In arriving at the overall requirements of tyres, Government purchases 
and rcquircments of expons had also been taken into conside.ntion. 

Thus, the total requirement worked out to 1,207,000 Nos. as detailed 
below: - 

Tyres required for original equipment . 245400 
Tyres required for replacement purposes . 882,000 
Govcrnmcnt purchases . 5 0 , m  
Inventories . 70,000 
Exports . (Negligible) -- 

TOTAL . 1,207,000 NOS. - 
Estimated production of giant tyres in 1961 r,&q,ooo Nos. 

Anticipated Deficit - 1,207,000-1,084,000== 123,000 ,, 



Strtcnrrat a b d s g  the UIt eel mt rrlrlrh imported Tyrea rmr 

swx & Ply 
Price per acr of ane 
tyrc, tube and flap, 
FOR destination by 

goods Vpin 

7j+zo--ro Ply . . ~ s . ~ @ . 4 n p .  
8as-ao110 ,, . Rs. 450.23 np.' 
825-20-12 ,, . Rs. 509.20 np. 
go+--I0 ,, . Ks. 509.20 np. 
-20--12 ,, Rs. 577.45 np. 
I000--20--12 ,, . Ks.666.16np. 
1109--20--12 ,, . Rs. 769.67 np. 
1140--20--14 ,, . Rs. 778.27 np. 



me pdct F.O.B. Freight I n s u m  c.i.f. Value Custom Handling Landed cost Ranunmtkm Told Cost No, of m. per rot Price. duty. & CltPrrng of r b B W  
charges & @11i% of 
I$% Of L.adadcm 
c.1.f. value 





APPENDIX V 
[Reference to Pans I .49 & I . s t  of the Report) 

Hungary Polud Czech. USSR Indigenour Hungary Poland Czab USSR ladbawrrr, 

. 71lb. Qlb. 73Ib. p I b .  75Ib. 7rIb. 71 Ib. &Ib. 

. Tropic- Tropic- Tropic- . . 
a l i a  abed a k d  

Tropic- Tropic- T,ropk- . . 
a l l d  slid altwd - - 

[ST.C 1-r No. STC.!Eng./5& (PAC)dt- 27-7-67 rtf'ns.1 



(Rdcrcxl~c para No: 1 .145(1) d tbe Report) 

h tbc MW Br& arc aware, a certain number of Tytw and Tuber 
imporrted from HUNGARY by thc State Trading Corpwatiun arc beld by 
M/S RAMKRISHAN KULWANT RAI and Genetal Industrial S t o m  
Supplying Ca. Thcro Tynwr, which have been appnmd by the DGSD for 
uh; under Rate Contracts are cheap than those of indipnous manufac- 
turc. Howcvcr, in m far as Defcnce Sentices are cancrmcd it has been 
docidad that it would nd be correct to use thest Tyrcs in forward arcas, 
as their quality is not upto thc mark. Thcsc lytcs should not, therefore, 
be purchased for Defence purposes. Necessnry instructions may be issued 
to a31 concerned. 

SD/- S. S. KAKKAR, 
f oiw Secretory. (Q) 

MOO 
Min. ol Dcf. uo No. 22(20)/63/2697/D(O-I) dated 22 Jul. 63. 
cupy to:- 

NAVAL HEADQUARTERS (Chief of Mattrial) 
AIR HEADQUARTFRS (Director of Equipoli~nts) 
E.ln-c 
D.G.B.R. 
DO N(X3 
D.M.L. & C. 





2. Evcnmtt#obo1pc t&?l, Gmemmcmop 
sidarr ttlat Ann). HeedquPrtas abould 
h r w t i m r o e d i s t d y ~ t o ~ k  
modi6caticn of the detisia, and thts wwa 
not done. There was thus and admiab- 
tradvr lapsc. 

L 

j. 11 h a  however, b e ~ l  M that tba is Z 
nothing to justify questhhg h a  
frdps of the mistake in not ammmiarting 
the d e c k i i  of the Minisny. &my Had- 
quarteps have thenfa bafm inrtnrred 
that, in future, instm~tim~ h a a d  by 
this ,\finistry should be fdowcd up by 
correspmding insaucdocu to ~UWU for- 
mations and in case there m m y  difficul- 
ties in imp1anenting t h e  dcciaians, the?, 
should be brought to the notia of rht Mv 
nistry immcciiatdy . 



(Refcrcnce pard 1 ,150 of the Rcpcw) 

No. F.?5(9>/66. OCliM 
GOVER~~F~MLNT O l  1 ~ ~ 1 4 .  

MINISTRY OF DEFENCE 
h'piv  Dellti, the 191h Scpt. 1966. 

An instancc has come to notice whcrc i w e  of nrdcrs hasrd 0'1 n 
Government &leci\ion w;ir clcl;~cci a\ thc filc wit\ sent to anottrcr Ministry 
in connection with anothcr nrntter. 

2 .  When ii decision is taken by the Governmcnt ncccs4tiitinp thc issl~o 
ot ordcrs. the orders should issue promtly. I f  the t i le i \  ih required 
for any other purpow, thc issue of ordm should not hc. dcli~yed but thc 
ordcrs should issuc forthwith and thc filc relcased thercaftcr. 

.4 11 O/ / t ( v r s  m d  S t ~ ~ t i o t ~ s  . . . . . , 

Copy for  information to PS to OM .'MDP. 
Copy to : -- 

Army Hciidquarters-DSD 
Kiival f4ciidquarters~---Naval Secrctiiry. 
Air Heiidquartcrs 
All Inter-Servjcei Organisations. 
CAO (Cwrd).  

[Ministry of Defence letter No. 14( 12 1/66 D(O.1. ) dt .  17-7-67] , 



(Rcfercnce Para 1 . 16 1 of the Report) 

Ministry of Drfence note r v t  cnquirie.f made bj C;c)rcrnr?unr into the 
mannct: of m i n x  (4 oriltrs cw inspectiotl un puymcnt made by COD. 
Mrdad againsr rhe rare c-onrrucrr t o  M S Rantkri~hart Kdwunr Roi and 
M/S GISSCO in 1963. 

The lntcr Ikpartmcntal Commitlee ha* gone into the que4tion of thc 
placing of thc indcnr by thc COl) Kandlvilli on the IXiS&D in respect c:f 
71W tyrcs. 'Ihcy havc pointcd nut thc irrcgtdnridcs conmitted hy the 
Comnmdant <'Oil Kandivtlli and thc action taken against him (ride para 
4 .3  on pirgcs Sh to SX of the report J .  The lntcr Dcpsrtmental Comnirttec 
has wlw gponc into the ir~cgularities noticed in respect of the inqxction of 
the tyrcs rick para 4 . ?  of the rcpcxt on page\ 54 to 56. 

Thc said Intcr Dcpartrncntirl ('onmittcc has alw gone into the (juci- 
lion of thc irrc.pirlaritie\ ccr~iinl~ttcd In maLtng the rntc contract vicIt- paras 
3.4 und 3.5 011 pilpc\ 45 to 3H of their report. The thrcc suppty ordcrs 
placed by COD Kandivilli on 6th February, 1963. 15th March. 1963 and 
lHth Murch. 1903 its mentioned in iinswcr to Ouestm 9 o f  Statement I 
of thc replies ~lrt"i~dy suhniitled wcrc s o  placed i n  pursuance of the I X % D  
rote contract on 5th Scpternhcr, 1'162. 

Thc first q p l y  order of 6th February, I9b3 for 7 0 0  tyrcs of size 
750x20 10 PK wiis against rhc rrquircments of the COD Kiindivflli for 
the same sire and quantity and w;4\ within the competence of thc Corn- 
mrrndtlnt. 

Thc remaining two supply ordcrs of 15th March. 1963 and 18th March, 
I963 by the COD Kandivilli were placed in pursuance of thc approval 3f 
the Chief Supcrintcndent Devclopnlent TDE Ahnicdnagar on 5th March 
1963 vide Annexure XVIlt already forwarded to the Lok Snbha Secre- 
tariat. This was in pursuance of the letter at Annexure XC'lI addressed 
by COD Kandivilli to Chief Superintendent Development TDE Ahmed- 
nagar an 30th January, 1963. The question whether TDE(V) Ahmed- 
c a p  erred in giving the clearance and issuing the letter at Annexurc XVIlI 
is a matter which is being cnquirrd into. As a result of the clearance 
by the TDE(V). the supply order for 2850 tyres was placed an M/S Ram 
Krishan Kulwant Rai on 15th March, 1963 and for 850 tyres on M/S 
GISSCO on 18th March, 1963. 



A funhcr query has been ma& whether ilny impul:~rity has k e n  
noticed on the part of the COD MdaJ in making pryment for the tyrm 
purchased against the rate contract. In this conncctian, it may bc clarified 
that payment for tyrcs purchased against rntc contract i s  n~i& by the Pay 
B Accounts Oftiwr. Ministry of Works, Housins .mi Supply, ;rnd not by 
COD Kahdivilli. 

i t  i\ un&rstcxd that thc SPE has rcgisrcrcd .i c : w  ;~pnin\t Shri K i m  
K~ishan Kulwiint Rsi under Section 420 IPC. I f  any further irrsgul~riticr 
committed in the transactions arc brought 10 notice in thc ccwrsc of invc~ti- 
paticw in the light of the result of S.P.F. cnqrrir? thc p s i t i c ~ n  would be 
further reviewed. 



At?ENDlX X 
(f€cfer~nctr pard No. 1.161 of the Report) 

T UEC; R A M 

Post copy tcww;~rclcd in contirniation. 

In view of thc re.;iwn\ \tittcd in your Icttcr No. I f i t 2  499 Prov. dl. 
30-1-63. N25-90 S T  12 PH t y r c  i s  conwkrcd rtccuptable in place of 
822-20 ST 10 PR. 

For Chief Supcrintcndent 1)evclupmcnt ( \'EHS) 
(S. BAl.ASC~HRAM.4NIAM. ASD). 





I -32 Commerce 

Do. 

The Cornmjtti~' do .ILXY@ thc' s u g g e ~ i h ~  sf the h t c r - k p r u l ~ n t d  
Comrmttce **that thc linking of the alk-gc.4 o w r c s t i m a h  d the i n w  
requlrcmcnt\ with the difticuitics experienced subsequently in thc d i s p e l  of 
1)re.i ~ m p l r t e d  ra I'lbl I\ m t  therefore justrfiabk." They f e d  that if the 
rc.qummc.nk\ hdd h e n  i~vrt'ctty auec'swd thc gap bctwwn the b a n d  sad 
the suppt) would ha\c k c n  found to bc. far m w c r .  In facr, it uuuW 
have k e n  found that there was no justififation for the Ministry of Corn- 
merce t o  d~rec i  the St.itc Trading Corporation to ~nqmrt garnt ryrcs, to the 
tune  of I ,ZO.OMl In 1% 1 .  

a. 

I t  is  not clear to the Ctximiittrr why the State Trading Corpof~tioa 
were not asked to impon tynrii based on their own commercial judgment d 
the c c w n q ' s  rcquircnwm. The Conlmittcc were piwn to understand in 
cvidenct hq thc rcprcentatlw of ttw Ministry of <-Tunmrrcc that the Sate 
Trading Corporation wcre J lowcd to import tyres in small I d s  of 4,750 sr 
so. Thcy find. howcvcr. that  cxdcrs for t k  import of 40.000 tytca by Mfr. 
Ramkrishan K u l ~ a n t  Kai wcrc allowed to be placxxi in February, 1961, 
while orders for rhc impm o f  another 15.500 tyres were allowed k, be 
placed by !Mis. CiISSCO during March. 1961. This does not indicate that 
cjrders f n ~  only a mal l  l o t  of tyres were allowcd to he placed each time a d  
that the need for the imwr t  was also e n a m i d  at each stage In detail by 
the Ministry. - .- 







notice crf the Governnicnt so t h t  they could rcvicw. in the light thereof, their 
tint for the inlpnrt of (!re\ in 3ur.h large nuniherr from the East European 
countries itnil coi~sicler nlicthcr i t  w ~ u l d  nor haw k e n  in the nalbniil 
intrrcst to miihc the inipcvt\ fountJ nccc.\wry from other parts o f  the world. 
I n  any caw, thc Comnittcc cannct e c  any justification for not importiny 
the un~ried tyrcs in *niallcr Ints to lest thc market and users r r u c t i ~ ~  More 
spending the countr)'\ scarce resource\ in irtqwrting tbr iafcrlor tyrco in 
such I a r p  nunibcr~ ,  4 

Thc Conitnittee agree u i t 1 \  the obscrvatirms of the Inter Dcpertmcnl 
Ccmrnittec that "the State I riding Corporation took no steps whataavcr 
to lbvc the quality and the .~cif icat ion. ;  checked up with reference to thc 
contracts nxtde by thcm even 'iftcr the receipt of the complaints from the 
importers thernwlve5." 

The Con~mittcc ncwki 1 t L :  (-;r)vcrnment to fix responsibility for the 
failurc t o  cxercisc any check o n  the inlporteci tyrcs and to make sure that 
t h i y  were in :~ccordancr. s i t h  the qu:tlity and specifications hid down in 
the agrc.c.nicnt and for nliich moncy \was being paid t o  a foreign party. 
They would a l w  like C;ovcrnnient to make sure that the firms have nor 
obtaincd compensation from the foreign mmanuficturcrs on thc ground of 
the lower quality of impxtcd pocxh a' cornpared with spccificatirms. 
without disclosing i t  to the State Trading Corporation. It  seems that MIS. 
Ramkrishan Kulwant Rai had obtained compensation amounting to Rs. 6.19 
lakhs from the foreign suppiiers. In caw rhey have obtained any 
such compn.;ation. the Committee \r.ould like this aspect to  be kept in view 
\\bile framing cisinis for recovery again41 all the firms concerned. 

_ . _ _  . - _  . . _ . .- - 



1 '39 Commerce The Committee cannot aprcciate why the State Trading cbrporatioa o 
public undertaking. knowing fully we11 tbe lowet specificatbas of thc import- 
ed tyres and their ccwrsequences to w n  chose to maintain complete silcnclc 
about even vital fadon as maximurn load canyiag capcity and pressure of 
the impnned t?res. which had a vital bearing on safety. 

l a  panrculor, t he  ~ ~ c m n ~ t i t e e  deprecate the attitude of rbe Sate Trading 
Corporatian in m t  cctmmunicaring vital infcxmatim regarding spx i f i ca th ,  
quality and performance expectations d the impnad tyres to the Director 
<ieneral. Supphec, and Disposals specially when it was known tbat thesr 
tyres were being procured for the use d Defcnce Forccs. 

Thc Statc Tr;~dmp C'orporation'. attitude to the user seam unfortu- 
nately to be bawd on the Roman Legal Maxim "caveat emptor" ('kt the 
buyer k ~ a r e ' .  ) 

The Comn~ittee would like to tw informed of the result d actim intiat- 
ed by the Ministry of Commerce for fining responsibility on tbe o&h\s 
recponsible for this serious l a p .  

The Committee are glad that Ciovernment have r e t ' i  that morc 
efficient procedures for securing reliable and cxpticnccd &aCi:rs to handle 
import and distribution work on behalf of the Statc Twding Caporation 
are callcd for. The Committee need hardly stress that the State Trading 
Corpotation being a public undertaking, should adopt p.oadum which 
would be above all suspic~on. The Committee consider that as far es pad-  
ble, the Statc Trading Corporation should invite public offers eo Hj get 
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ings agaiurt thc officers concerned, the Commitkc would like to know 
whether tlirn- was any collusion between the oCfioers and this tirm. The 
Conlrt~ittee uoulcl i ~ l w  tikc it 10 he ascertained whether there arc any 
pruunds for taking any a d o n  against any of the other firms involved in 
thc inipwt and supply of these tyres. 

Thc Cuniniittcc tind that it was primarily c,n the rcquest of the firm, 
% f i 4 .  Kanihrishitn Kulwant Rai. that thc IXJS&D hharply ruiscd the ceiling 
for placing orders from Hs. 2 lakhs to Us. 10 l a k h ~  against fate contract 
nn 12th March. 1963. In the absence of any requc.it for this ftcm the 
Vinimv of Ikfencc, thc C.mirnittcc feel that the raising of the rncrntrtary 
liiiiit was calculated to favour the firm rather than J e f c w  inrknmn. 
Inothcr  di!,quicting asp-ct of the caw is that the rcviscd ceiling of Rs. 10 
l.thhs wa4 allowed to remain opcrativt: cvcn after 31st March, 1963. 

The Curnnlittce fecl that, ;is pointed out by the earlier in para 4.20 of 
thcir Rcpirt. i t  is ditlicult to ajiprcciiite the distinction sought to be ma& 
for tlw rcquirmients of ihc forward area, and other areas in \o far as the 
use of impr t cd  ( y e s  w a s  concerned. They h w  that Go\srnmcnt will 
Lcep chi, nqwct of the question in view while c o n 4 e r i n g  the purchase of 
pxds for I)ffcncC purpoycs in future. The Cnmmittct. note that approxi- 
niately J,(KK) iniported tyrcs purchawd by the Ministry of Defence were 
issued to  the forward areas. They further note that, though the decision 
a b u t  making a distinction in the use of imported tyrcs bctween the forward 
arcas and athcr are35 was taken on 30th July, 1067, it was not com- 
niunicatcd until the 2nd July. 1961, to the GO'!, Branch. They are not 
:sblc to appreciate thc. &lay on the part of the Ministry of Defence in com- 
n lun i~a t in ,~  thcrc orders of the Minister of State for Defence Production. 







Commerce In this retnamirtrtioa of thc case abu# the plwdrmie of d e M w  tyza. 
the Committte would like to hightisllt asbin upctt d t)rc mse. In 
respect of the 8! SI. Noa 1, 2, 3, 4, S, 11, S2(1), 5x4) 
and 5 2 ( 5 )  regarding the asxssment 04 rcquircmcnts, the Ministry of b 
merce have accepttd tbe suwtion of thc Inter-DcputmEatal Cbmmit#e 
that ". . . . . . . .Linking of tbe a k g d  ~ ~ ~ f ( ~ t j m a t h  of thC i ~ \ g ~ t  re- CU 

quinmcnts with the difficulties e x p a i d  sub?Paq\rcn* ia the dim 
of tyres imported in 1961 is not. ttffrrfo~c, jrwtifhbk." Tht 
regret they cannot accept the teply af the Mintsty d Commcrca Isd hdrl 
that, if the quirements had becn correctly rusessdd, thc gap &t 
demand and tk supply would have been fowd to k far a a r ~ .  ta 
fact, it may wll have been found that there war !tU )wtiAc¶(Son fbr tb 
Ministry of Commetce to direct the S.T.C. to import gimt t y t o  to tbc 
tune of 1,20,000 in 1961.  The Committee, thenfore, reiterate the obsf- 
vations made by them earlict in paras 1.28 to I .  3 1 d 3. f OI tbCit 64th 
Report that the decision to import the tyns in such large nunaka 
'rupee payment' countries was not taken after a thomgh examinrtkm of 
::I1 aspects of the pmblcm. 



-do- I t  is not clear to the Committee why thc Statc Trading Corporarioa, or 
an autonomous organisation, were not asked to impon tyres b d d  on b i t  
iudgrnmt of the country's requirements. 

-do- The Committee are unable to appreciate how the  STC though aware 
that the spc~ificatioas of the tyros from East European COW& 
were 12 to 15 per cent short of Indian specifications, cansidcrd t b  
wlves justified in placing orders tor their purchase from the c ~ u n t r k  
in such l a w  numbers and why they should not have asked for a m u w ,  
in the light of thesc shortcomings, of Govcrnmmt's fiat for tbc irnpOrt d 
these tyres from these countries so that the possibility ob &kg 
these imports in the national interest from other parts of the world ~ o k l  
also be considered. 

The Committee cannot help concluding that it was the lure d making -, 
easy prdits which tempted the STC and the private prvties to to 3' 
import tyrcs ia such large numbers and to fail to disc- the JUWW 
specifications and defects to the users including Defence. Tbc 
mittee need hardly stress that a grovernmental undertaking like the 
should pay greater attention to the intercats of the a m s u m  for wtw#c 
benefit it has professedly been set u?. 

44 2 6 The Committee cannot too strongly emphasise the need for ensuring 
that imports arranged through the !XC from 'rupee payment* anrlktdCS 
or  dsewhere arc really necessary and that they arc competitive boOh in 
regard to price and quality. 

45 2 - 7  The Committee find that the S.T.C, also failed to comrnun~~atc to t h ~  
prospective buyers that the imported ryes were 12''; to 15% bebelow the 
indigenous specificatiom. 

--- --- -- --- 





THR tyres the price applicable to Pdish t y m  (Cross Country type1 
which was of a superior quality thaa THR type. and tbe landed cat d 
which was also higher by Rs. 18.24 per set. This gave a fiutba bcndir 
of at l a s t  Rs. 18 24 p r  set to M/s. Ramkrishan Kulwant Rai. T M  
resulted in a total excess payment of about Rs. 2.90 lakhs to Cbe firm. 
The Committee take a serious view d this l a p  and desirt that tfie r++. 
pnsibility should be fixed for the same.  

Defence A p m  from the delay in communicating the orders datcd 19th Apit, 
1963, of the Deience Minister, there was a failure in the Ministry d 
Defence to communicate promptly the decision taken at the mcetiag kk! 
in the room 4 the Minister of State for Defence on 30th July, t962, 
it would not be adwsabie to procure tyres and tubes from the doclu =; 
available with the State Trading Corporation in so far as the rbquircmdatr u 
of the forward artas were concerned. This dacism was CO-tcd 
t l l  the MGO's Branch on 22nd JoIy. 1963. i e . after ncariy a year. T)ris 
delay of about a year needs looking into as i t  migbt also have km a 
contributory fact to the bsue of m e  of thew tyres to the forward atas. 

-Do- The C c ~ ~ ~ ~ t t e e  have also not been able to appreciate how the in- 
Iarity committed by the C.O.D.. Kandivilli (Malad) in accepting 5,904 
THR t y m  in lieu d cms country tyrer in contravention of tha imrtnw;- 
tiom of Army Headquarten was over-Iooked while procffsing hb .pp2i- 
cation for pmnahjre retirement and he was allowed to rdirr on 16th 
December, 1966, and that contrary to the iastnrctim d the Waste 
S e c r d a r y t h a t a n i n ~ s h d d b c : u a d a t a k c n i n t O t h e ~ d t b 8  
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