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INTRODUCTION 

I. the Chairman. Committee on Public Undertak.ings, having beea 
,authorised by the Committee to present the Report on their behalf. pre­
. sent this Fifty-fint Report on State Trading Corporation of India Ltd. 

2. This Report is based on the examination of the working of State 
Trading Corporation of India Ltd. upto the year ending Slst March, 1968. 

~. The Committee visited the Regional Office of State Trading Cor­
poration of India Ltd. at Calcutta. the Wig Factory at Madras and Vege­
table Oil Tank Fann at Bombay in connection with the examination of 
the State Trading Corporation of India Ltd. The Committee took evi­
dence of the representatives of State Trading Corporation of India Ltd. 
on the Srd and 10th March. 1969. and of the Ministry of Foreign Tralk 
and Supply on the II th March. 1969. 

4. The material relating to State Trading Corporation of India Ltd. 
·was processed at various stages by the Study Group II of the Committee. 

S. The Report was adopted by the Committee on the 22nd April, 1969. 

6. The Committee wish to express their thanks to the officen of the 
-Ministry of Foreign Trade and Supply and State Trading Corporation of 
India Ltd. for placing before them the material and information they 
.wanted in connection with their examination. They also wish to express 
their thanks to the non-official. organisations. individuals who on request 
from the Committee furnished their views on the working of State Trad­
ing Corporatioll of India Ltd. 

NEW DELHI; 

-April 26. 1969 

VaislJlcha 6. 1891 (S) 

G. S. DHILWN. 
ChaiTman, 

Committetl on Public UndeTtalcin". 

(vU) 
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INTRODUCTORY 

The idea of setting up an agency to handle foreign trade was finb 
initiated during the Second World War. It was felt that the foreign pur­
chasing missions, then operating in India were canal ising foreign trade' 
into specific directions. depressed prices by their bulk purchases and pre-­
judicially affected the interests of Indian traders. It was considered that 
a Gm'ernment sponsored agency could most suitably deal with them when:· 
normal trade channels found it difficult to do so on account of the war. 

1.2. In 1949. the Government of India constituted a Committee on 
State Trading to consider whether it would be advantageous to set up a 
State owned or State sponsored organisation for any sector of the foreign' 
trade of the country. The Committee recommended that State Trading; 
Corporation might usefully be set up:-

(a) to take over the State Trading actIvItIes of Government de­
partments such as the import of food-grains, fertiliJ:en, steel! 
and coal; 

(b) to tak.e up in addition the import of East African cotton and 
the export of shon staple cotton and cottage industry products;.. 
and 

(c) to sponsor negotiations on behalf of private importen and ~­
porters with monopolies established in other countries. 

1.3. Another three-man Committee was set up in 195~ to review the­
above recommendations. The Committee came to the conclusion that the' 
circumstances did not warrant the entrusting of the business of export­
ing the articles to State Trading Corporation. They, however, concededi 
that such a body would constitute an additional weapon in the armoury' 
of the State to give effect to its economic policies in matten other than, 
trade_ 

1.4. Finally, the proposal to set up a Government Corporation was·, 
approved by the Cabinet in November, 1955. The State Trading Cor­
poration of India Limited was registered under the Indian Companie., 
Act as a Joint Stock Company on the 18th May, 1956, with a paid up­
eapital of Its. 1 crore. All the shares of the Corporation, were'WhoU,oI 
M1bsaibed by the Central Government. 
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'/!xamination of STC by PaTliamentary Committee-Estimate .. Committee 
-Public Accounts Committee and Committee on Public Undertakin;i. 

1.5. Working of STC was lint examined by the Estimates Committee 
in 1959·60 and Committee's recommendations are contained in their 86th 
Report (2nd Lok Sabha). The Action Taken by Government 011 tho~e 

recommendations ill contained in 149th Report (2nd Lok Sabha) of the 
Estimates Committee. In 1965-64, the Corporation was again examined 
by the Estimates Committee. The Committee's recommendations and 
thee action taken by Government thereon are contained in 49th Repon 
(!lrd I..ok Sabha) of the Estimates Committee and !l2nd R.eport (Srd Lok 
~abha) of Committee on Public Undertakings. In 1966-67, the Public 
Accounts Committee in its 64th Report examined specifically the purchase 
01 tyres by the Corporation and action taken by Government is contained 
in the 4th Report (4th Lok Sabha) of the Committee. The Committee 
on Public Undertaikngs also in 1966-67 examined specifically the contract 
entered into by the Corporation for the import of Sulphur. The actima 
taken by Government on the 4th Report of the Committee on Public 
Undertakings is stiJI to be communicated by the Ministry. 

1.6. In this R.eport the Committee have confined their examination 10 

lithe lut 4·!5 yean trading activities of the Corporation. 



n 

OBJECTS AND SCOPE 

The objects of the Corporation contained in its Memorandum of As-
IOdation, have been amended from time to time, as stated by Govem­
ment to "enable the Corporcltion to carryon its business more efficiendy 
and attain its main purpose." The date of registration and amendments 
are:-

l. Memorandum of Association as on 18.5.56. the date of regisUCt-
tion of the Corporation. 

2. Amendment to object clause of the Memorandum of Association 
as registered on 27.9.1958. 

~. Amendment to object clause of the Memorandum of Association 
a.tI registered on 19.2.62. 

4. Amendment to the object clause of the Memorandum of AlSo· 
dation as registered on 5.4.1965. 

5. Amendment to object clause of the Memorandum of Association 
as registered on 21.10.65. 

6. Amendment to object clause of the Memorandum of Association 
registered on 17.8.1967. 

2.2. The main objects of the Corporation as laid doWn in its Memo­
randum of Association, in force from 1'1.8.1968, areas follows:-

. I. To organise and undertake trade generally with State Trading 
countries as well as other countries in commodities entrusted 
to the Company for such pUrpo&e by the Union Government 
from time to time and to undertake the purchase, sale and 
transport of such commodities in India or anywhere el~ in 
the 'world. 

2. To undertake promotion of exports ~nC'taU, fncludina espom 
to existing J;Ilarkets whether of traditional commodity or any 
other, to explore new markets for traditional items of eXpOrt 
and develop exports of new items with a view to maintaining, 
diversifying and expanding the export trade. 

3 
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01. To IIl\d(rt~);.c at the in\lancc flf Ihl" Uniflll Co"crument import 
andlor internal distribution of any commodities in short sup­
ply with a view to stabilising prices and rationalising distribu­
tion. 

f. To generally implement ~uch special arrangements for import, 
cxport. internal trade andior distribution of particular com­
nlOditie$ as the Vllioll Gon"mmellt may specify in the public 
interest. 

5. To barter. exdlange. pledge. manipulate. treat. prepare alld 
deal in merchandise. commodities and articles of all kinds and 
to carry on any kind of commercial andlor financial busine18 
3!; the Company may determine from time to time. 

6. To buy, seU, exchange, in!tal. work. repair, alter. refine, im­
prove. manipulate. prepare for market, let out on hire, plants, 
machinery. equipPlent. worlt.., vehicles, apparatus and appli­
ances. boats. barges, lighters. bulk carriers etc., which are 
necess.ary or convenient for carrying on any business which the 
Company is authorised to carry on or is required by any cus-
tomers of or persons dealing with the C.ompany and to experi­
ment with and to render marketable, process. convert, fabricate 
and manufacture such articles. commodities and goods as may 
be necessary or may seem to the Company capable of being 
undertaken conveniently in furtherance of its objects or may 
be calculated directly or indirectly to enhance the value of 
such anicles. commodities and goods. 

7. To manufacture, store. maintain. sell, buy. repair, alter, ex­
change, let on hire. export, import and deal in all kinds of 
articles and things (including all kinds of conveyance and all 
component parts. fittings, tools. implements. accessoria, mate­
rials, and aU articles and things wed or capable of beiDg used 
in connection therewith in any way whatsoever) wbkh may 
be required for- the purposes of any business of the Company 
or are commonly supplied or dealt with by penoos engaged in 
any such business and which may be capaWe of being profit­
ably dealt with in connection with anT of the business of the· 
Company. 

2.5. The above functions of the S.T.C. can be ~ under thee 
following maln. beadinp:-

1. Exports. 

2. Importa. 
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,. Illtcmal Trade. 

-t. Trade Promotion Agreelllents. 

5. Export aid to small industries. 

6. Participation in export oriented Corporations. 

t. Export5 

(i) to promote export of traditional items, to introduce non-tra­
ditional items in the world markets and search out new ave­
nues for export for Indian products. 

(ii) to facilitate and organise exports of difficult·to-sell items by 
linking essential imports with additional exports under special 
trade promotion agreements etc. 

(iii) to organise production to meet export demands and to help 
production units in overcoming difficulties of procuring raw 
materials and other essential requirements. 

(iv) to develop new lines of exports. 

{\.) to ensure implementation of Trade Plans with State Trading 
countries. 

{vi) to help local producers by procuring at reasonable prices and 
to hold stocks to maintain ultimate production at optimum 
level, of comlllodities with high export potential, thus avoiding 
dislocation in production. maintaining adequate availability 
for exports and ensuring a fair price to the local producers, and 

(vii) to take part in fairs and exhibitions abroad in order to create 
atmosphere for expansion of exports and to iJltroduce new 
products in foreign markets. 

'(. lmpor~ 

(i) To import capital goods. industrial raw materials and certain 
scarce commodities required for the economic development of 
the country. 

(ii) to import items which were canalised by the Government 
through this Corpora~ion in order to ensure that adequate 
supplies at the right time and at the most economical prices 
are made and are distributed to the industries and other useB 
in a co-ordinated manner. 
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(iii) to undertake import of commodities where hulk procurement 
is advantageous. 

(iv) to undertake import~ from stale trading co~ntries or where 
monopolies are involved. 

(v) to import commodities which are in short supply in the (;Qun­
try. 

(vi) to import speculalive and high profit margin items with a view 
i7lter-alia to stabilise the prices and to do distribution of such 
commodities in an organised manner at fair prices. and 

(vii) to ensure implementation of trade plans with Stare trading 
countries and other special "Iotrt.'emenls. 

t. I,,'nm . Troth 

(i) To undertake internal trade in certain commodities likr im­
ported cars. and 

(ii) to undt·rrake price support and buffer stock operations inorder 
to emurc fair prices to the growers of certain agricultural com· 
moditi(~. to stabilise internal production and to sustain 
foreign demand. 

4. Trad~ J'romotion Agreeme",s 

To .. rrange for essential import~ against iuldit ional exports of tradi­
tional .. nd non-traflitional itt.'ffl~ which ;He specified in spedal agree­
ment,.. 

!;. f::cpurl .lld to S,wlli /"d uslri,..1 

Tn a-,Iist the small scale manufacturers in exporting their products 
by giving wide publicity to their products abroad and by arranging 
attractive packing. providing (fellit facilities. helping them in maltetS 

of shipping anti exploring pos~ibiJities of exporting thdr product.~ to 
variou5 l"f)untrit.,. 

6. Participation in E:cpart-orie1lted Corporations 

To Itnd increasing support by way of financial and organisational 
asaistantt to speciaJised export ~gencies like the Handicrafts and Hand­
loom Export C.orporation. 

2.4. Jt was represented to tbe Committee that there WOH "need to· 
dc6nt the ~ of acth-ilk, of Corporation because it was felt that 
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the Corporation had 'overstepped its functions'. The activities of lhe" 
Corporation and the 'monopolistic position' enjoyed by it had resulted', 
in :displacing and disrupting nonnal trade channels without any special 
benefit to the country at large." 

2.5. The Committee, while laking the evidence of the representatives­
of the STC, enquired whether the respective areas of operation Of th(" 
Corporation and of private agencies need be defined so that both could 
function on the basis of harmony and mutual trust. The Chairman, of 
the State Tradinl{ Corporation, stated that in its interim Report, the" 
"Reviewing Committee", with which he W;\S associated, had observed 
that the STC must he of service to those who import or export. It' was· 
also mentioned in the report that the S.T.C. must win the confidence of 
Industry-whether it was in private or public sector. He added that 
for the last few months he and his Directors has been regula.rly meeting 
all sections of industry once or twice a month to have a look at their 
problems, For example, they had been meeting Maharashtra Small 
Scale Industries and the Fertilisers Association of India every month "s0-

u to build up the confidem:e and trust even more than the service that 
we can give them." 

2.6. \\11cn poinH'd out that th('n: W:JS a feeling that S.T.C. waiJ. 
encouraging upon the private sector and that there wa~ apprehemi)11 
to c;(nali~ the import of industrial raw materials through the STC, the 
Chaimlan stated "we do Ilot by ourselvts decid~~ that we would like too. 
move into this .Irea or tltat. TFi1SJS'tht;-(;'~'~~r~;;~~~;;;;'r;oli~Y~;ld' a 
decision has to be taken at their leveL" He adde(l that when the Cor­
poration was asked to move in any area, it trit'd to create confidence 
in the minds of those for whom it work eel. 

2.i. Citing an example he said, when the Corporation was asked to 
move into the area of imports of raw Tubber, an association of import­
ing inteTl'Sts was iOlnlnL He further stated "my fe::ling is that we 
would move into that area with their help and cooperation. We were 
able 10 convey to them that we arc a ~rvice agency. \Vhether we h.1Ve 
encroached on some body else's ground I am not in a position to discuss. 
But I C'an assure you that haviug awx:iated ourselves with it . .we would-
try to give them the best services." . 

2.8. The Chairman, STe, added "one is 'that quite honestly we say 
we have a concept of servin'. It j~ not that we we're ;tlways able to 
give the best service but that is the concept th3t we are purseeing. There 
is room for improvement and it is our constant endeavour to impolve 
our system." 

. 2.~. The Committee enquired of the representatives ~{ Ministry of 
Foreign Trade and Supply whether Government were aware of the com-

o; , 



• 
~plaiu" that S:r.C. had "O\'erltepped" ib functioN. lleplying that the 
functiom 01 s:r.c. were defined by its constitution and charter, the 
-S<:cretary of the Ministry, stated that "S.T.e. bas not, cannot and wiD 
not ovcntcp ita functions". He added "you will nOl find a single COID-

mll"d,,) activity on the part of S.T.C. which goes beyond iu scope. It 
ill functioning better. It is functioning over a larger field." In regard 

,t() the complaint that the S.T.C. enjoyed a monopolistic position the 
Scc.:ICtdry stated that the S.T.C:s share in India's total export trade 
cJuring 1967·68 was 2 per cent and in the imporu 5 per cent. O~ would 
rIor d(:<ttribt· (hat 10 be a monopolistic position in India's export and 

.import trade. 

2.10. The COinmitlee enquired ~ hether the original concept that 
S'}'(: would supplement and not lIupplant the private trade had under­
gont' a change to meet social objectives. The Secretary of the Ministry 
Itat(~l that the policy of supplementing and not supplanting had not 
undt'rgone any change. The policy remained what it was, but iu actual 
impJcUlt'ntation, was !lhilled from one point to another depending on 

. the experience. He added, "the supplemental process is that at the 
('orltrol point it has been (ound by experience that if a public corpora­
tion is inlrndu(t'd (ht'tl it enables us (0 achieve our commercial purpoaes 

'bc'urr" . 

2.11. The Committee note that the Reviewing Committee on the 
STC. in ita interim report, in connection with the Corporation's trade 
,relations has obaerved:-

"Looking outwards. the Corporation should examine its relations 
with the trade. Is there an exclusiveness of interests or COlD­

plementariness of roles? The Corporation'S relations with 
the: trade would be positive. The onus wm lie in ,tart on 
the Corporation itself to convey the impresaion of a helpful 
consultant. anxious to assist and provide services economically 
and efficiently. In a mixed economy the Corporation would 
best discharge its role if it learns to act as an efficient catalyst, 
a developer an,1 a pace-scller." 

2.12. Tbe Committee aaree that in a mixftl f'rooomy. the STC woaId 
'best cliIc:barse lea role .. aD eftident catalywt. a developer. aDd a pace 
·eettt:r". The Corporation ahould abo conduct iea .. ain .. 10 earn the 
-molideJact of trade. wbetha- ia public or ia priTate leCtOr, by ~ 
a heIpfW attitude IOWanb aU eappl ia commoa eadeawur of booI.! inc 
,up 1Dcl1a .. dcftIopIJII emaomy. The Committee DOte the aIIAII"UICC liYell 
by aM Seaetary. Mlnituy of Fonip Trade and Supply. that 'STC baa DOt, 

.QJIIIOI _ will .DOC 0YrnCq ira lvDcdoaI.' TM CoauItiuce ~ ~ 
li"~ Ib~ STC to examine carefully the criticism made by vanous 1D­

,teretU about its working. 



III 
TRADE ACTIVITIES 

A. General 

Ii) Total Export a71d Imports 

The STC has made exports and imports of the following value 
during the last five years:-

--------------------------------------
Year 

1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 

ExportS Imports 

(Rs. in crores) 
-------------- ----.- ---------------

19·3° 33-46 
10.51 33-93 
13·12 46-19 
30-99 67-85 
23-S7 IIS·83 
29-83 7°·90 

(upto Dec. '68) 

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

3_2. The value of exports and imports made from the country duriug 
the' last five years and the percentage of the expom and imports made 
hv the STC to the countt;··s exports!imports were as foJlows:-

EXPORTS 
'--- --------------------

Value of 
Exp0rt.8 made 
from India 

Percentage of 
STC expor­

tS to country's 
exports 

(RI. in CI"Ore8) 
_. - -------------- ------------------- -------- -----

1963-64 
1964-65 
196s-66 
1966-67 
1967-68 
(April, 67-Feb. 68) 

694 (ai) LS-2_ 

793·24 
816-30 
805'64 

1094-94 
109908S 

2-4 
1-3 
.-6 
2-g 
3"0 
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IMPORTS 

Year 

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

Value of 
&nponsmade 

by India 

1222·8 

49'0 
1410'1 

1868'3 

Percentage of 
imports by 

STC to 
COUZltry's 
imports 

(Rs. in crores) 

._--_._--------- _. --
5.5. The above table&, thus reveal that the STCs share in the country's 

total exports has ranged during the last 5 yean from 1.'3 per cent to 
, per cent and in the Gut of irnports from 2.5 per cent to 3.6 per <.:em. 
The Committee. during c"idencc of the representatives of the Corpora­
tion. enquired whfOthcr the Corporation was satisfied with its share in 
the country's foreign trade. The representative of the Corporation 
stated. in reply. that the above petc:elllagc was of the total exports of 
the country which included le-.. cotfel! and a number of other items 
which contributed tl) total t:lI.ports. He added thal the Corporation w," 
fairly satisfied with the rille oE gl"Owth of its exports. The Corporation 
did not move into ncarly 85 per cent of the commodities exported from 
the country. It harl been exporting non·traditional items and only 
recently move into a few traditional items like textiles. He added "If 
we take the ba)ic percentage as on I)' 15 per cent of the total exports, 
our perfOl1DUKe is 25 per ('('nt. or the exports of these items by the 
country. We have every fe.tlon to be ~ati .. fied with the progress in the 
export trade." It was state~1 that viewed ill ;tctual terms there had been 
more &han !OO per cent increase in the Corporation's trade. The Chair· 
man of the Corporation intormcd ttl(' C.ommittee that from the le\'eJ 
of Rs. 25 crorcs in the year 1967·68 the Corporation was mnning at .. 
rate of about Rs. 46 crores in the present year. It had nearl)' doubled. 
He added that tbe only thing for which the Corporation could take any 
aedft was that it was trying to make contribution to the export field, 
not, merely by substituting certain items but hv creating new exports. 

J.4. Asted whether the increase in ""ddt: bad been managed with 
the same staff if there had been , per cent ioaease in the staff also, 
the Chairman. STet replied that there had been no increase in the staff 
since the middle of last year. He added that the present Ye'd.f·s total 
increase in the Corporation's activitif'!l wou1d also he with the same (ltaff 
as before. 
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'.5. The Secreta.ry of the Minim), <.luriug his evidence before the 
ComDlittt..'e, stated that the performance of STC in the development of 
export trade in wagons' and railway equipment had been catalytic. STC 
has taken the export trade of shoes from a low level to a higher level. 
In items lH .. e Nylon Yam, the Corporation could operate as an efficient 
modem businc~s. He added, "STC is a Public Sector' organisation which 
has its record item by item. period by period. it gives to the Ministry 
ill appraising the general complaint in regard to over-invOlcmg and 
under·incoh'ing. a wealth of data. which was not otherwise available." 
The Secretary of the Ministry claimed that the analysis showed that 
ill whichever field STC had been able to operate, it had brought 
ildvantages to the foreign trade of the country. to the exporters. 10 the 
producers for export and to the end·users of imports. 

,.>.6. In reply to Committee's qllery. what special measures had beer:: 
taken by Ihe.' STC in India and abroad during the last five years to 
incrc-oise the exports and what special steps it intended to take in the 
coming years in this regard. the S.T.C. ha.') furnished the' fono~ving 
information :-

" ..... : .. 

"The special measures taken by the Corporation during the· last 
five years to increase exports from the level of Rs. 8.8 crores 
in 1963-64 to Rs. 23.57 crores in 1967·68 include:-

I. Organising manufacturers in Jndia and gil·jng them as'Iist 
ance including finance for increasing exports; 

2. Del'eloping new items with export po)entiaI and as~isting 

producing agencies to train personnel in specialised hamll· 
ing. packing and transportation of goods for export: 

~. Giving export assistance to small manufacturers IInder the 
EAST Scheme: 

1. AS'iLOIting exports through the mechanism of link and hartcr 
and allied deals; 

5. Participation in international trade fain and wholly. Indian 
Exhibitions in foreign ('()untries; 

6. Establishing foreign offitts abroad; 

';. !'legotiatin~ sales with visiting foreign delegations in India 
negotiate and conclude business; and 
Ilf'gOtiatf" :mrt ronrlllrte hl15inl'1l~: :mrl 
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8. Participation in global tender, fnT rolling stock. equipment 
and tum-key jobs. 

During 1968-69, export& of the Corporation are expected to il\o (ilSe 

'0 around RI. 45 crores. 

Thi~ year, the Corporation is engaged in reorgan18lng itself. With 
introduction of new systems inler alia for regular and continuous con­
sultation with trade ami industry. backed lry a reorg:mi~ framework 
of its foreign offices which would l'K'ovide a service balle to the Indian 
industry and trade and guarantee a marketing service to foreign buyers 
10 regard 10 quality. delivery schedulr. and rea!lonable prices, it is hoped 
that the Corporation would be able to provide the requisite infra­
\1I11c:turt' ror a«eleratecl txpamion of its exports in the future." 

3.7 The Committee find that the STC is satisfied with its present 
trading activities, a view that they (Committee) are unable to abare. 
ConIidtring the large organ_tional set up of the Corporation and thr 
capital employed by it, the prt'8eJ1t "hare of STC in the country's trade is 
ODIy ! to .. per emt. Moreover the value of exports made by the Corpo­
ratioa in 1961-68 ha! fallen by RA. 7.5 (TOn'!! in romparillon to the exports 
of ~ ptniou.., year (l9fi6.67). 

3.8. The Committee are of the ,.j~. that the Corporation .oouId 
eDIarp its mare in country's export trade. Apart from making concerted 
etfMta to protect its put level of export. the Corporation should try to 
booet it up UId give preference to develop new fields of export~. 

The Corpontioll should fix up an annual export budget for itself and 
~e to M1bere to the tar~t. The Committee note that the CorpMalion 
has introd.Dcecl • regular aDd continuous consultation with trade backed 
by re-orpailed foreign ofIic:es to provide as service ba.'IeS to Indian Inclu-
IItn' and hope that Ih~ would continue a iftlstaintd effort to increa'it' 
etport of aew itrm~ and to new areas. 

S.9. The Committee DOte that a trend in the impro\'ement uf the 
STC export dIon Is In evidence (as per prmisional figutts of 9 months) 

and hope it ,viiI be followed up. 

(iD Canalislltion of E-cports and lmpnrt5 

5.10. In addition to the participation in torei~n trade on ils own 
initiative the State Trading Corporation ill u~ as an instrument to 
execute Government rolici~. (;ovemment"f lnrlia bad. from t~ to 
time. onalised ctrtain itml8 of import and export through the Corpora­
tion. For giving elffit to ,-.anillisation of imports of certain items througb 
the Corporation two devices had been ttdopted b\' Government. One 
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wa) [he formal callalisation wherein the article was fust brought in Pan 
'C' of Section 2 (ii) of Import Trade Control Policy, for the 
given period and then by a separate public notice Government orders 
were issued stating [ha[ the S.T.C. would be the approved agency for 
import of that iLem. The sct:ond devic!! was that the item found men­
tion in Part 'D' o[ Section ~ of the Import Trade Control Policy and 
\,':1:> thus declared nou-!icellceabJe to both actual user:. and imponel'S. 
Thus imports by STC fall under two categories. Explaining these 
c:lte~ories the STC has, in it. Hote, staled: 

''In the first category .. re the ilems whic.h are easily available from 
the rupee payment coulltrie~ and, therefore, the STC can 
naturally and effectively act as the canalising agency tor pur­
chases from such sources. The other category consists of items 
of imporb [rom the free foreign exchange areas, in respect of 
which, owing to certain vital considerations. the CA)vernment 
have deemed it fit to use STC as the imponing agency." 

Canalisation of Imports of Industrial Raw Materials 

3.11. The Committee during evidence referred to the press reports that 
Government intended to entrust the entire import of industrial raw mate­
rial to the STC and asked whether the STC had heen consulted in this 
matter. The Chainnan, STC, replied that whcllt!ver the Government 
wished the Corporation to move into an area it consulted the Corpora­
tion. Asked what criteria was followed ill tlecidinK whether the Cor-
poration should move in a particular area, the Chairman stated that that 
was for the Government to decide. But when once the Corporation wa~ 
a .. ked by Government to move in, their reaction was "to study the sub­
ject, to organise the proper channel, to create confidence. to build up the 
expertise which is very importam, and to so work with the importers a. 
also with the exporters as to sen'e their interests best." 

3)2. The Chairman, STC, added that in the case of ~yabeen Oil 
under P.L. 480 as also in the case of fertilisers and Chemicals. Govern­
ment felt that one agency should import it altogether. The Corporation 
was also asked to move in when normal international buying mechanisms 
had brokn-, rlGwn or when selJen had rombined. In fertilisers. there 
was a large combine, called the NITREX. which controlled the market­
ing of production in the continent of Europe. Where there WlU single 
~JlM' ~ingle buyer would. he said. be useful. 

3.13. On being asked whether the STe was in a position to take OVe! 

rbe entire foreign tradt, the Chainnan stated that the Corporation had 
not been asked at any time to undertake the entire foreign trade. He, 
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hV\\CH'T, iJJlul1w.I tJ~ Cowwillce tlul a Study Group ilppointed to 
ex.amine the question of impon of "lndustlial raw materials" had sub­
mitted an interim repon to Go\'ernmem, 

3.1-1. WhiJ~ examining the J"'pI't:,tmati\'cs of the Ministry of Foreigll 
'I rade the Committee enquired what were the major conaid.eration tor 
lanalising <:xports and imports of certain commoditie~ through the STC­
The Committee also wanted to know whether the Government had 
sati~fied it!lelf be{ore canalisatioll that the STC wa~ fully equipped for 
the jolJ being entrusted to it. The Secretary of the' :\1inistry stated that 
canaJisation fulfilled certain objectives. First, it enabled transfer of prohl 
trom a private individual to rhe STC. Secondly it enabled a bu1k 
buyer to use the strength of a largt' buyer to pursue the commercial 
objectives of one's country. Thirdly. it helped to a\'oid overin\'oicing 
of impor18 and foreign exchange leak.age~, Fomchly. a publicalJ\' COIl­

trolled organisation ga\'c a more Hexiblc operation to bring aooltt the 
balance between the need to pl'otect th" indigellous manufacturer and 
to meet the legitimate interests of the producers, Fifthly. shifting of 
control from the Chief Controllt.1' of Imports to the STC ga\'e the GOY 

crnmcnc a flexible instrument fol' achie\'cruent (., ·'diverse public end~ 
or enels of public policy." He added rhal in each case, only two Ol 

three purposes mar be fulfilled, Stating that the canalisation also helped 
in relation to some industrial intermediates for 1'3'" materials the Sec 
retary added "we are able. for instance, sometimes to effect the price 
policy of end products or use this as a b:U'gaining CO'Juter for increasing 
the ('XPOl't pos,"bility of the end product!!", 

3.15. The Secretary of the Ministry further stated that canalisation 
abo led to some difficulties. First. shifting of imports from established 
importers to actual users had the effect of depriving the establishr-rl 
importer and conferring the benefit on the actual useri, Developing of 
production in the country and consequent reduction in the quantum 
of imports also took away the right of importers. He said. "it is now 
settled practice that Government had a right to interfere with these rights, 
ot coune, {or purposes of publk policies." The Secretary stated that 
"the other difficulty which arises is that the STC need not, from th~ 

beginning be the most efficient or be the most e-xperienced importer of 
that product. Now, it may be that there are one or two very good 
officers in the STC who know something about raw wool. But, it will 
be too much for them to claim that they know as ,much about the 
qualities-thegradcs. behaviour of the wool market-as people ",-ho have 
spent their life time in it." This difliOllty, he added, was overcome 
by the STC b)' "appointment of Ad,isory Committees or in the initial 
sla~s, by associating experienced importers with the work of impon 
commodities:' Thil-dly. sometimes there ,,-as an error of judgement. 
For instan~. the worlci martet price of coppa was so ftuct\lating that it 
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was difficult to make a precise forecast. The STC sold at "Pool price". 
Where the price was higher. people criticised the STC but when the 
price was less. nobody complimented the Corporation. 

:>.16. A~ked whether the S·~·C would coruider establishing its own 
~ieparLment or machinery to foreca~t or draw up estimates instead of 
depending on others. the Secretary stated "STe's forecasting will be as 
much liable to err as anybody else's". He said, "so 1 cannot guarantee that 
there \vill be no mistakes in future but there will be better forecasting. 
Even on the old forecast you will find if you go through the records that 
this complaint of over importation boils down to 2 or S Foducts on two 
or three Decassions over a period of 10 years of STC's existence." 

3.17. l'ht!. Committee pointed out that it was represented to them 
. that. it lvas inconcievable that an organisation could develop expertise 
in all commodities and enquired whether it was not a fact that centra­
lised buying was an irresporuible buying leading to delays :m~ disad­
vantages to the consumer. The Secretary stated, "1 do not accept that 
buying tluough a centralised organisation like the STC is necasarily 
buying by an inexperienced or iess experienced buyer. I recognise that 
when it is centralised, decision making is delayed." 

S.lS. He added, "STC may have made a wrong purchase but stiU, 
they learnr. from that experience whereas an individual trader may 
have learnt for himself only. and not for the trade as a whole." He 
further stated. "It is not that mistakes are not there and delays are not 
there. On the whole if you compare. the STC has been more efficient:' 
He claimed that in regard to raw wool. for the same amount of foreign 
exchange, STC had been able to buy a larger quantity. 

:U9. When pointed out that the STC's handling of the sulphur 
trade was not a very happy experience becau~ STC paid higher price 
for it than what the private trade was paying before the STC took 
over, the Secretary !>tatcd that no experienced importer was able to 
locate even those sources of supplies which the STC could find out 
through the method of trial and error. He claimed that "through 
the method of trial and error, it worked itself into a position that 
throughout' the year the fertilizer industry had no trouble at all with 
the sulphur trade. From that period, tlie international trade in sul­
phur has begun to respect India and the STC as one of the major fac­
tOrs in international trade." 

3.29. On being asked a5to what measures the STC had adopted to 
ensure that the benefit or canalised imports wene to the consumers and 
medium and small scale industries and was nBt exploited by the big 
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irllhuU"iali~B, the S('l H~al ~ illtonutd the (;OlWwtU!e that canaliladoll 
iuel( Wlu ont' ,ucb m~mr(". Canalisation meant that ODe should be 
not. ab~ to exploit the ()thee He" added that sometimes dle oth~r 
party might take undue advantage of STC's ignonJ'lC'e but it grew 
wj~t'r by P:llIll:lge of time and t"x~ien("e. 

'.21. The Committee agrr.e cbat UDIII.cion is DO doubt a '!uftitioo 
of policy wWcb GoftsDllM5it WIll only competent (0 decicle. They woold, 
howe,a, ..... chat the caualUadoo of import of a c:ommodity tbl"CJlU8h 
STC may be doae if it Itnes the public u,tftftC. They would abo !>U'eM 

that before canaN .. dOD of import or export of commodidts was decidftI 
upoa all the Jmporcaul fact«. including che (.~l)' of the CorporadoD 
IIhould be taken into c:oaaidnadoo. They rttommend thaI aftt'.1' tauali­
!ladoo 11 declded upon. the Govcnunent mwt nn'ci8e vipillft(:e to ~ 
tbat it Ien'td the par'IIOIe for which it waa undatakaa. The Committee 
would. abo like thal ,be reuoas leadiDg to -,be clecision (01" cen,lisalion 0( 

impon .. export thould be made public 10 that the cradets belo~ 
to Public and priva&e aecton wen: fuUy iDfonntd of the ~nutlme·. 
ia&eDdoD aad 110 room for miluJukncandlng WlU ldt in die miDd., of 
pablic. The ('nmmittee feel thae afttt canali.satioo tbroup STC h. 
been dedded by the GovernmeDt. pater rapoftSibilit, devolftt on ~ TC 
to eDIQI'e dual uen' requirelaaau wne 10(,( IlatiaflldOrily. rquJ.lrly. 
JXOIDPdY and ac competitive rates. 

(iii) Trilete with "Aut Europt'an Countries. 

l.22. The Memonndum o[ As&ociation of the State Trading Corpo-
rae_ providea that ont' of tht" objects (or which the CorpoDtion was 
rstabliahed is: 

"To orga.ni~ and undertak.e trad~ perally ".;th State Trading 
l:tluncrin a)) wt'll as other countries in commodities en­
IrutlN to the Compan~' for sudl purpose by the Union 
Gcn'CS'IUUCOt (rom tim!' to time and to undertake the pur­
ehast"', ~e and transport of such commodities in India or 
an\' whe~ f'lse iI. ehl' world." 

:\.2'. "11'"5, 0Ilt' of t.he majOl' aims of tht' STC was to develop trade 
\~;th East·E~ coumrit":'>. ~ CornmiUff. during evidencr. asked 
,he Secretary 0( tbe Minim)' whether' the STC had ~n able to fu1611 
the Gove1'IUllMlt'i expcctatiom in that regard. The Secretary of the 
.\finistry stated. that import fr.ade from East European countries hlmdt-
ed bv the STC had inat:ued from I U per rent in 1966-67 to 18 per cenl 
in 1967.68. When his aetention ~'U drawn to the representation re­
ceiwd by the Commi~ that the items imported from East-European 
rounrrirs did not compare wen in quality ,~;th ~s. imported from 
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W~tern l-ownries, thl' Scnetarv stated that. 'he (Iut'!;tion really was 
whether one was "buying the right thing for the right price and from 
the right source." \Vhen deciding about the source, one had to see 
whether one had the nece"S.1.n foreign ex<'hange or not, For instance, 
in the case of linc imported from Russia, India had to pay 25 per cenl 
more than what would ha\'e been payable had India imported zinc frODI 
&ome other coumric,. Hut, he added. as I"re(: foreigll exchange was nOI 

available, there wa~ no other alternalh'e. 

3.24. The St'CIetar~ of the Ministry also intonned the Committee that 
the trade with East-European countries had reduced India's debt burden, 
It had increased the availabilitv of goods which were nerded for deve­
lopmental purposes. Experience gained by entering East·European 
marker .. had enabled India not only to expand trad(' with those countrj~ 
but also to tap othn fOl'eign markets. 

Diversion of Trad~ 
:S.25. The Committee enquired whether it had come 1.0 lhe Govern· 

ment's notice that some of the East-Euro~an countries were re-exporting 
the goods importtd by them from India. The Secretary of the Minisu y 
stated that "at the mOlt today, one or two per cent of our trade wa~ 

getting diverted." He added that sometimes. evM1 divt'rsion served th(" 
purpose. For instance, India ('ould not expon jute gunny bags diTf'Ctly 
to "'estern Europe because Pakistani (ompt"titors wer(' able to under­
(Iu()(e. Though India aid not underquote, East Europe-an countrits 
were prepart'd to buy from India at the prevailing prices for reasons of. 
their commercial policy and sen a part of their purchases in \Vest Europe 
at lower prices. India had, thus, been able to meet the Pakistani com· 
pt'tition indirectly in the W('$[ European markets. The Secretary added. 
"So. in this particular case, it has enabled us to meet the Pakistani COlD­

~tion indirectly in the West European mark.ets. But, by and large, if 

the dh'ersion is practised on a wide-scale, it could lead to the erosion in 
the unit value of our exports. I am in a position to assure the Com· 
mittee that the problem is completel}' under-control and diversion d~, 
1I0t lead to erosion of our unit price in the case of any commodity and 
in the case of any market," 

5.26. The Committee enquired whether divenion was an outcome of 
planning. The Secretary atated, "Limited diversions are incidental to 
international trade. Under the ordinary principles of international 
trading, it ~-as quite open to a buyer of goods to sell it to whomsoever 
he wishes to". He observed that if diversion was practited on a wide 
Kale. then the benefits of rupee trade could be eroded. He claimed that 
the STC had been able to keep diversion within tolerable limit6 b)' (i) 
taking up specific cases, which came to notice, with the ~emment 
concerned and <ii> through observation control at some ports in West 
Europe like \lotterdom and Humburg. The Secretary admitted that "i1 
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j, ll.uitc p03/)lblc: that in teil and jute IDJt)' be one Ul two caleS-imports 
wade lor douJ.esUc consumption might have been 'exported. Sometimei 
they explain that they have made over imporu-when they make over 
importl> they export it e.l&ewhere. 

3.27. Duriag evidence before the (;omm;.Uec it WM mentioned that 
1Ddian pda aporled to ce;nain w"loEuropean COUDttiea got diverted to 

Wac EunapeaA aMlDuieI. The (A,mmjttee U'UIt that GovemmeJlt would 
take DecetIIIU")' II\tep& to enaure that this type of re~n is 'limited 10 

the t'!J(.t.eDt that is incidental to intemational trade and is carried out 
with the knowltdge ot Government. 

Price lor li,3Cports 

~.4!~.J he Wwmiuc:e ilIik.ed about the views of Government in regan.! 
tu the It:lJu,'litHtation received by them that the s:r.c. had not been abk 
to uutaiu be)l price 101" Indian ex-pons to the East European cOIlDtties. 
1 'be ScuCluy lil4&led Wal Ule Corporation was ill a better po6ition than 
mwvidual buyeu to determine what was co.rrect price and it had the 
power to intl.ueu<'c 01' to pressul'ise the prospective seUers ill, reducing 
aud fixing prien.' 

~.2!:1. .w reply to a similar qucation the Corporation staled in a 
wriuen nott:" as under: 

.-
,·it is lIot correct Ulat S.T.t:. has not been able to obtain the best 

price for Indian e.xport$ e'ien in trade with the East Euro 
pean COWl tries. Indeed in a numbel' of cases, for iustance, grey 
cotton textiles, footwear and wooUen knitwear, the Corpora­
tion has been able to obtain higher than international prica . 
. I'he price at whidl export sales are concluded depend upon 
s1,lpply and demand pos.ition and oilier £actors like quality 
specifications and delivery schedules and our commercial 
judgement as to tbe maximum level at which Indian goods 
can secure a foothold in those countries in competition 
with other suppliers." 

3.30. Asked wheUll'r any $pecial Ulacltioery bad been set up to ensure 
that bulia got appropriate price for its exports and. did not pay higher 
prier for imports from East-European countries, the Corporation stated: 
"As far as we know no specific 'machinery has been set up merely to 
ensure that India gets appropriate price f« its, exports to, and does not 
pay higher price for import from East.European countries." The CoT-
porat·ion f\lrther stOlted that its share ill the total foreign tnde of the 
country is relatively small; nevenheless in order to emure that most 
economic use wa., made of its resources, sales and purchases wa-e ID2de 
at r~e prices and in regard to overall supply and dcmancl poIi-
lion. The Corporation have also stated thac they bad recen~ set up 



'" .UU}.lUg- Loill1UiUCl' wl,idl wthj~ll'd of UU'c:e Mark.etiug Directors, oue 
Finance Director and Olle Economist (who is expected to join shortly) 
with Divisional Heads and \larketing Managers in attendance. This 
Committee met every week and was expected to take decision in res­
pect of purchases of the Corporation with reference to available re­
S(}urc~. prieM, timing ('Ie. 

3.31. In regard lO exports it had been stated that where Lack to 
back contracts for supplies were entered into with parties in India 
against export contracts with foreign bu~·ers. trade operations were COIl­

ducted by the Marketing Divisions concerned under the overall guid­
ance of the management so a.. to secure mOst attractive tenns. In fI.:-
gard to other export contracts th~ Buying Conunittee would supt'Tvi<.e 
purchast-s where: 

.. (i) For servicing export contracts raw materials have to be pro­
lUred for processing or conversion into manufactured 

goods intended for export ~.{!,_ scmi-tann('d or tanned leather: 
or. where 

(ii)· Raw material has to be purchased for taking a posItIOn in 
the market either for stock. piling for prieto stabiIil>a.tion or 
for ewntual exports." 

3.32. The STC further ~tated that export sales are made on a 
competitive basis having regard to the best obtainable price in alJ 
markets induding East Furopf"an countrits. 

3.33. The Corporation have made major exports to, and ·imports 
from East European countries' during the years 1965·66 to 1967-68 of 
the following value:-

(Rs. iri lakhs) 

1965-66 1966-67 1967-68 

Expons ; 13,12 30,99 23,S7 

Jmpons 46,19 67,85 115,83 



'loll. \\ hC~J cc.... tilt; ttlt .. ! t"Xl)()Th 10. ;md impor ... Crow, the Ealil 

F.ur(1pt'ah ('ountTier. lIlItI S1'C" !thaT" in that rtad(' during 1967-68 
WtTt': --

Export!! . 
Impon.'I . 

Total 
(from/to 

India) 

22458 
%0301 

(Rs. in 1akhs) 

STC's Percentage 
share of STC's 

share 

5.35. The Coaunitlft note dUll the- import' froUl lAst ~an coon­
uW. h.\"~ illlt1"e8Md from Ill. 46.19 lakhs in 1965-66 to 1lt. 115,85 lAkhs 
la 1961 ... aDd rxporu to tboee cooDtrirt han gont' do,,'11 from RL 30,99 
lUlu ill 196&-61 10 IlL 23,51 lakh. iD 1967-68. Tht' CornmiUt'e fetl that 
t.IalI audden ICC '-ck in s'rc'. tratliaa ae<Ijvitt wilh East Ewo~an (000-
trieI bu pI'OChaced ~ ."Iance in the importa aDd export,a aDd 
cIatnt. proaapt iD\'fttipdoo by cbe Corporatioa. More \'ipou.t and 
coacc:necl dIOI1I art Dteded OIl .he put of STC to iDaeate ladJaD exporu 
to EMt Earopaua COUDtJia and a_ 10 explott On.' marketi in that area 
'or the TU"iou laD! manulaclUl'Ul aDd maau.f~red laclian pocb. Tht 
Coaualuee ..... &bat tM C:orporatioo should cuS\U'e that abe COUDtty 

oM., me appopriale price for iI. exporte aocl don not but' to pa) 
hJcber priu for impons from Ea.", Earopaua countries. 

5.56. They appreciate dae eenina up of • 'BuyiDg Committee' foe the 
purpoee of ....... dcdIioD ill rapec.t of purdaalea of IH CorporatioD 
wkb lefcrmce 10 ...Bable mIOUIUS, price. ti1niDI etc., and hope that dais 
Oeeiuee wouW abo CDIUI'e &bat the cou.DIJ'Y FU bell pria' for expona 
aad -.aka purdIMe:tI of ataDdatd quality aDd ap«i6c:adoDl at me ...... 
<Oapetic.ift ra ... 

B. u.pona 
lU,.. 'lhe ('''pon acth'itia ot the Corpontion fall within the fol­

lowing tIlain group;: ~ 

l. Railway \\-agoni and tquipmmt: 
2. Engineering goods. induding machioe' toola and manufactulU 

of "olall illdumie-: 
:\. Chf"mk .. l~ fndndinl{ '!>alt. tlTu~ :wd pharmaceutical!!; 

4.. CtOtUumcr good3, tikt' (a) lnther footwnr and ~(ti)' 
(b) wigs. wiglets :and othtt human hair pmdUCU ane 
t..nit~·e'ar. l~xtilft and gatmf.'Ou: 
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5. Agricultural produw, like bananas, fresh fruit, truit juicet. 
rice and pulses; and 

6. Cement. 

(i) Rai/way u'ugolfS and equipment 

3.38. The STC initially emb:uked on a scheme of export of filil· 
way wagons particularly to one of the ~l European countries was 
nrlier mo)ted due to the £act that India have bilateral trade agree. 
ments pro'rided for balanced trade and payment in non<ODvertible 
rupees. S1lbsequclltly activities were extended to CO\'cr export also to 
countries 1n Asia and Africa. The details of the contracts a)rcatl~ 

~red b" STC and their value are as folIows:-

... _--- ---_._ .. _._----- ----.. -.----.-- - ... 
Sl. Name of 
No. the country 

Quantity at Quality Value approx. 

------_. __ . -.-.--
I Hunpry SOO Four Wheeled Flat wapI. Rs. 2.5 crores 
.2 Ceylon 40 Bopes petrol Tank WlJODB RS·32 laths 
3 S. Korea 600 Hopper Car 450 Tank Car Rs. 7.56 croree 

4 Burma 14 Oil Tank Wagons Rs. 7·5 lakhs 

5 Burma 5 Metre Gauge Locomotive 
Boilers Rs.41 takh' 

6 Burma Loco Components Rs. 32,000 
7 Ghana 1.2 Vaccum Reservoirs as. 2312 

8 Nigeria 1.2 Injectors Rs. 19,000 

- -- '~"-'--- ------.. --.---~,-. ----._- -'.'~.-- -- -.. 

3.39. The Corpor;ltioll have allj() signeJ a Protocol with USSR fflr 
.. upply of Gondola type wagons. The Protocol envisages supply of 2000 
wagons in 19iO progressh'ely increasing to 10,000 wagons per year in 
1915. It ha3 also submitted an offer to Uruguay for the renovation of 
220 km. of track. regirding of bridgu; and ;,upply of wagons. A tender 
for supply of Bailey bridges and erection equipment to Taiwan va1ued 
at RI. 60 1akhs. has also been submitted by the Corporation. 

j.40. The Committee nOled that the supplies of wagollS etc. to Hun­
gary and S. Africa had been delayed. The Corporation explained that 
mostly the dela~'s had been due to rea5Ol1S "beyond the wntrol of the 
manufacturers or ourse1ves. though every effort ""3.8 made to minimise 
the eIIea.s to the extent po5.Sible. If atriltesllocltoutli take place in 
factories engaged on manufacture for exportS. delals for such reasons 
;Uf' inevitabk and nothing can be doop 1)\, us. Tht' mantlfartu~ 
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hAl"'e abo to atquire greater e-xpcricm.e so that the problems in the 
mallufacture of sophisticated en~neering equipment to foreign stand­
ards can be reasonably anticipated and delays avoided, by keeping a 
little margin in time in r~Ctve. The STC has also had to make 
"pttial efforts in cha~ing the steel manufacturCts to en~ure timeh' ~up­
pli~ of ~tf'd ~tions plates and sheets." 

~A1. Dl1rinj:! evidence the Chainnan. STC. infonued the Committee 
that a STC tender for exp<irt (.r "Baile" J\Tid(!Cs" tl} Taiwan W3'l sent 
t.hrough the Garden R.each W'orkshop~, Calcutta. he]jevin~ it was th~ 
lowest. On enquiry STC told the Taiwan authoritie9 that their tende­
rerll had "sufficient experience although they had not exported Baile\' 
Bridge; (·a.rHM'." Thh contract was later given to another film on th,. 
ttTound that the tenderer had 110 experience in this field, 

~.42, The Committee WeTC al&O informed that STC inrmre(1 J hw 
of R.s. 65.000/. on the expo~t ,..,f on Tank '\'a~c)Os dut' tn devaluation. 

1.45. The Committf't' note that ST(; ha" lx:en able to explore markets 
for the expo" of Railwav Wagon!!' but thev are concerned to find that 
lIt.ppliea in ~t of Hungarian and South Korean orden were del;n·cd. 
Non-aclbenoncc to time itChedule for deBvel" of good~ m~ affect iDte"· 
national ~wfl1 affecting thf' Corporafion'" "flOrts to new o'·~a~ 
markets. ...... : 

3.44. The (:Ommiuee feel that tiU such timt' as Ihe manufacturen 
ha,.-e acqui~ adequate ex.perienc('! of manufacture of sophisticated engi· 
net'ring ~uipment..'l. it would he advisable to ktep some margin of timt' 
in reserve for futurt" contrart'l. For f'!'XiAting commitments. tht' Corpora. 
tion mould spare no pain" to honour the exi'lting time schedule. con,"s­
It'nt with the requin-d ~andarrt and "peeifiealions. Th('!~' also feel that 
Inarkt'ts of devetopjn~ countries in Africa and ~fjddtc E;tst n~11~ t."tPpNJ 
lei Atep up export of l'1lginet'ring product", 

3:1:5. D\lrill~ the ycars 1964·65 to 1967·6M, thc' COIporation fOx-ported 
Engineerinf ProduC't~ of the r()no\O'in~ "alu~:-

1Q64-65 

1965-66 

1966-67 

1967-68 

Rs. 
2,500 

33,000,00 

1,)4,000,0:> 

7,720 ,00 
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3.46. In 1968-69, the Corporation hopeU to export Engineerin~ Pro 
ducts worth Rs. 39.29 lakhs. During evidence, the Chairman. STC. ex­
plained that the fall in value of expons in 1967-68 was due to a change 
in the system of accounting. He added "We do not take credit now in 
our figures for indirect trade. We take credit for only direct trade." 

~.47; From the annual Report of the STC, for the years 1965-66. it 
was noted that the Corporation had drawn up a Five Programme to give 
a further fillip to the export of engineering goods. According to the pto­
~amme, a target of about Rs. 2.70 lakhs was fixed for the year 1966-67 
with an expectation to go up every year and dsing up to Rs. 800 lakhs 
from the year 1970-71. Since the exports for the year 1966-67 were onty 
of the value of Rs. 1M lakhs i.e. nearly half of the tar~tted figures. the 
Committee enquired on what basis the targets were fixed and what welC 
the main reasons for the shortfall in actual exports. The Corporation ha~ 
in a note explained that the estimated target figure of R~. 270 lakhs was 
mbsequently revised to Rs. 130 lakhs and hence there was no shortfall. 
The Corporation funher stated: "STC is to step up expOrts of engineer. 
~ng goods which have good potential to earn much needed foreign ex­
change. Export of engineczing goods is undertaken by the Corporation 
more from promotional angle than the profit angle as they are non-tradi­
tional items for exports. STC's service charge:> have, therefore, beeu 
kept as 1m,' as possible in order to maintain continuitv of exports by 
A.1aldng the pri~ competitive in the world markets." 

3.48. In reply to a query, whether any complaint had 1x'Ctl receiveU 
about the quality etc. of the engineering goods exported during the last 
five years, the Corporation have stated that no complaints about the 
fluality had been received. 

3.49. 'Ine following !>tatement indicates the number of engineering 
items exported and the countries to whom exported, from 1964-65 to 
1967-68: 

Year 

1964-65 

1965-66 

1<}66-67 

1967-68 

----~ ------ .--~~-~- .. 

~~---------

No. of 
items 

exported 

I 

6 

18 

3 

No. of 
countries 
to whom 
exported 

5 
16 

4 
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<a> Footwear 

5.55. S.T.C. has exported footwear during the lut three yean of tile 
I[ollowing value:-

1965·66 Rs. ]55.1 lakhs 

1966-67 Rs. 571.9 lakhs 

1967·68 Rs. 515.0 lakhs 

1968·69 Rs. 525.0 laklu 

~.56. Thus there was a decline of about Rs.56.9 lakhs in the exports 
in the years 1967-68 and in 1968-69 of Rs. 46 Iakhs as compared to the 
year 1966-67. Asked what were the reasons for this £all, the Corporation 
>bu stated:-

"As regards the comparison between the figures of 1966-67 and 
1967-68, it may be pointed out that as a result of the change 
in parity rate of Indian rupee on 6th June, 1966, the con­
tracts with USSR were automatically revalued by an enhance­
ment of 47.5 per cent. This revaluation is reflected to a great 
extent in the figure of 1966-67. The year 1967·68 represents 
Lhe first year after devaluation where the value of exports 
reflects the actually negotiated contract quantities and prices 
of our exports to the East European Countries". 

~.57. The Corporation has also stated that in ]966-67 Mis. Raznoex-
1>OCt, Moscow, who were by far the largest buyen of Indian footwear. 
'fud placed a repeat order for ~ lakhs pairs of shoes for supply in that 
year. betides their initial order for 10 laths pairs of shoes. They had 
also placed an order for 5.95 lakb pain of chappals on S.T.C. in the same 
year. Expectation for getting a reppeat order for .hoes and chappalJ 
from these buyers in 1967-68 did not materialise. 

5.58. The Corporation was. however. successful in finalising contract 
for the export of 2.20 lakh pain of shoes to Bulgaria. This was the 
largest single order entered into by India with the Bulgarian buyer. for 
"the export of this item. 

-(Ai)LS-3. 
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a.69. The above c:irauDltancel contributed to the shortfall of about 
Jl.a. 40 lakba in 1967-68 compared LO the exporu in the precediDg year. 

U;O. In raponse to the Committee', query the Corporation furnished 
Ihe foJl~inl "arement indicating the value of claims lodged by USSR. 
buyen In regard to shOt'S exported to them during the last five yeal'l:-

Year Value of contract Amount of cliam 

---.-.... _--
1963-6.4 Ra. 153'4 1akha Ra. 59209 

1964-6$ . Rs. J53' 41 .lakbs Ra. 11400 
1965-66 Rs. 153' ~ lakha Rs. 319876 

'966-67 . Ra. 460'00 Iakhs 23348 pairs· 

1961-68 Ra. 31$' 00 1aJtbJ 32343 pain· 

5.61. DUTing evidence, uked whether there were any complainu. 
about the quality ot ahoes exported, the Chairman, STet stated that 
there were complaints about tbe shoes ex.poned to USSR. He added: 
that "complaints were to the effect that upper leather of the Indian shoes 
creued very quicJdy; solea were not water proof, ,titching and workman­
dUp was poor:' He informed the Committee that as buffalo hide instead 
of cow hide was wed. the sole was not wholly water proof. He, how­
ever, added that about 70 per cent water resistance had been achieved. 
EIorts were being made to improve the quality of upper leather stiching. 
and workmanship. He di.c1osed that the R.ussians i. made only a sample 
check. in India and thitt they had "the rigbt of 6nal quality inspection 
at the time of delivt'ry of goods". The R.ussians gave to theiT buyers. 
the ·'wearing quality guarantee of 45 days." It meant tlut if the cus-
lomeR found fault they could ~tum the shoes within that period. It 
was likely that lome of the shoes might be returned to India though the 
Corporation was trying to penuade them to keep the goods at Jower 

price. 

5.62. It was added that Rumans bought about 50 miUion shoes round 
the world. They were also going to West Europe, Britain, France and 
Italy. The R.ussians preferred mechanised shoes bKause ~ were 
cheaper and unifonn in quality, 

S,u. 'Ibe Committee DOte that the complaiDtI of the IlWJlian UIf!D 

were to the elect "that leather of the ladiaa ehoeI was DOl walei' proof. 

- .With the chance in tile terms of the contract from these years, th~ 
tJSSR buyers had indicated ttat they would return shoes to India. 
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ltitc:hing and workmanship was poor." Aa far u quality of leather and 
the wala' proofiDg are c:oncemed, the Committee .... that the .... 
aace of the Central Leather R.aearch IDititute may be elicited. The 
Committee lee DO reuoo why it should DOt be poaible to improve the 
quality of workmanship with the e:x.perience that the S.T.C. and its sup­
pUcn had. gathered over the years. The Committee feel that since 
B.-" offen a potentially promUiug market for export of aboe&, no effort 
ibould be spared to organise the exports on IOUDd basis to ensure suPI,ly 
according to specified quality 10 as not only to reduce to the minimum 
the rejection of shoes but allO to win larger orden. 

Mechanised Unit Jor ManUfacture of Shoes 

3.64. The Committee were informed that the COrpo .... ltion intended 
to set up a mechani!;cd foot wear-cum-tannery unit for the manufacture 
of shoes. The total financial outlay. including the working capital. for 
the project was placed at Rs. 2. I 5 crores. Out of which foreign exchange 
contribution would be to the tune of Rs. 58 lakhs. The Corporation 
also hoped to reduce the financial outlay by eliminating certain processe. 
in the tannery. 

3.65. The Committee enquired why it has 'been decided to set up a 
Mechanised Unit for the manufacture of shoes by STe. Was the indus­
try in India not able to meet the requirements of the foreign buyers? 
The Ministry of Fort,-ign Trade and Supply in their note stated: 

3.66. "S.T.C. is the largest single exported of shoes to USSR. It 
also exports footwear to other East European countries. The footwear 
industry in India. apart from one or two large units. consists of a large 
number of small uniu which are under-mechanised. The large units 
have not evinced adequate interest in the export of footwear. The 
footwear manufactured by the small fabricators do not compare favou­
rably with the-products of the highly mechanised units in countries like 
U.K., Italy and France. The cost of production of footwear at the 
mechanised uniu is also lower than that of footwear made by hand." 

3.67. s:r.c.'s n<.,,\\· marketing efforts in the U.S.A. had also emphasis­
ed the need for imprm';ng quality. In these circum~tances it was consi­
dered advisable for the Corporation to open its own export-oriented 
mechanised units to cater to the Russian demands, and also break into 
new markets in the West. 

3.68. The Committee are Cbncerned to learn that the State Trading 
Corporation propose to go in for a manufacturing unit for shoes. The 
Committee feel that the main objective of the Corporation, as its name 
Illggests. it trade and normally it should not on its own undertake manu-
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factlll'iag activitiea unleM they were opft"8.ting in exceptional circumstaD­
ca Moreover, the Scate Tndin« Corporation has been claiming over 
the yean that it provided a much needed cluumel fOT lIDaU and medium 
lCale DWlufacturen of 8hoea to market their product&. The Committee 
would, therefor, tugest that the State Trading Corporation should entiat 
the IUppon of Central Leather Reaearch lrutitute as well and alao of 
IlDall lCale 1ft"Via: centra aad otbe!' related organ_tions in order to 
bring about the desired improvement in the quality of manufacture. If 
tile Soviet CUltomen inaiat on having machine made shoes, the State Trad­
ing <:Orporation mould examine how far the existing units who have 
experience of exporting quality shoes to Soviet Russia could be assisted 
to mec:hanile their production through the assistance of other Govern­
ment organiaadonL 

3.69. The Committee would like Government to give the matter 
..-ious conaideration. AI pointed out by the Committee later iD . the 
R.eport. the experience o( State Trading Corporation in lDanufa(."iuring 
liDe hu not been a happy one. 

(II) HU1IIIIti H,m. n:j~5 

!J.70. Export of human hair product was forolall)" canalised through 
the s:r.c. Uti the 19th Augu~l. HI()(). In 1966·tij and 1967-68 the STC 
expmtt'd hllman h.lir of thr following \'alue: 

-'--'-' _._ .. _ ... _ ..... _-_._-_ •. _---------
Year Value 

67,00 kg. Rs. I' 1 Crore~ 
121,000 kg. Rs. 1'46 Crores 

3.71. The S.T.C. set up a wig factory in Madra§ in rollaboration with 
a firm nf wig m:mufacturer of Hong Kong. The Corporation also enter­
ed into 01 se\'cn yean agreement for the marketing of wig products with 
an American finn. The agreement with the latter provided (or the 
purrh"~t'5 of about 22.5 million dollars during the period of the agne-
ml'llt. 

!J.72. Main t~s and conditions of the Agreement with MIL LioIl 
Rock. Trading Co., Hong Kong. and Mis. Fashion Ttea Inc. U.s.A. were 
a. under:-

(1) MIL Lion Ilod. Trading Co. (UTC) will rende!' all assistmce 
for letting up of a plant for the procession or human hair and the manu­
facture of wip and other products made out or human hair and_will 
abo aut in selecting and procuring the n«asary plant and machmery 
from abroad aad installing the same. 
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(2) The Company will give all assistance in processing human hair 
in all colours and the manufacture of hair products-both machine made 
and hand made-according to the latest' fashion prevailing in the world 
markets. 

(~) The firm will disclose to the STC all necessary formulae, techni­
cal know-how, mystery of trade, secret process etc. in connection with 
the manufacture of finished products. The firm will depute to India 
five technicians for this purpose. 

(4) The LR TC will render all assistallce to the COlporation for 
marketing the Corporation's products in the world markets and will also 
make available all marketing intelligence required in this connection. 

(5) In consideration of the assistance to be rendered by the Hong 
Kong firm, the STC shall pay a royalty of 5 per cent subject to Indian 
taxes on the export sales turnover and shall also bear the income ta~, 
the house rent, other living expenses, travelling charges etc. of the techni­
cians deputed by the Hong Kong firm to India. 

Agreement with ill /5. Fashion Tress Inc. USA. 

(I) The Corporation shall grant exclusive right to the firm to import 
and distribute Wig India products in USA and Canada. 

(2) Fashion Tress agreed to purchase goods of the value 1.5 million 
dollars in 1970 and 4 million dollars in each successive calender year. 

(3) In the Schedule to the agreement, the prices for Wig 
products were stipulated. 

India 

(4) The agreement was valid for a period of 7 years commencing from 
1967. 

3.7~. A non-official organisation represented to the Committee that 
"human hair and hair products were processed and manufactured by 
cottage industries. The devaluation of the rupee and the ban imposed 
by USA on import of hair products manufactured out of hair of Chienese 
origin had given a competitive edge to Indian manufacturers and ex­
porters over their better placed and long established rivals in other 
countries. As a result of canalisation the private manufacturen and 
exporters were most adversely affected. STC has also set up factory 
in Madras with foreign collaboration. Unlike other items whole ex­
ports were canalised, the private exporters were not aHowed to continue 
in business even as business associates, except for limited export of raw 
hair subject to approval of the Port Screening Committees. Thus the 
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C:iIUl.IIli..,.&Jon h"l1 vinuaJty amounted to ll"l.ional~tion. It ii not under­
Meud wily private exporters of human hair prodUCts .hould not be allow­
ed ,e) continue their export. on tqual temu eapeciaJly when double 
dnlWJl r"w huwAn b"ir, whid. cOlbtitute Iht' baA;e material for will and 
wllleu, j" ~jnl allowed export<Ation:' 

S.if. .~ed about tm umunent" of GovunlDcQ( and tbt' CorpoutJun 
,It lhlll Jtlard the Corpotation ltated: "While a Lew dealen and ex­
pollen wtre encaced in the manu(at'tllre and export o( human hair liod 
h .. ir prUf.hUb prior to STC'. entry into the trade, there w;u no ol'J""nired 
wi, indultry in Jndia .It that lime. 'l"he natu~ of the industryil such 
dat the latnt ac-ienlific proc~ are required to be m1p1~'td in the 
chf'Olirill pl'octMitlf( 01 hair ("te. neauilatinc {oreicn technical collabo­
ralion. Since there wete no wi, manufaClurtna unil5 employm, up-tO­
dllte \('ientifif method". it h,ul not been poMiblc for WI, India to consider 
cite rulimnent of any local finn., illl th6r a!lSOCialea. However. in 10 ~ 
•• the export nf proceMt'd human hair is concerned. this is already cana­
lin through the ~,T.C. and the Corporation would wt'lcouu! any request 
f1'OQt thl'! private tn.dt' for .. dO'lt'T association with them~lves in thtl 
elan." 

:1.75. In l,tH"lnl IU fht' m4I1u{.ulllre of wiss undcl'l<lkm by the Corpc>­
ratiou. the Ch"ino"n. STG ~t .. tal. during evidelll't'. that it waa a bi~hly 
tompetith't' market ill whie h Smith Korea ;Uld HOllg Kong had beer. 
rntrt'nc:hecf fur lonK. The STC. he added, look ovu manuracture ot 
wi", in ordt"f II) "pgrade what w:t, being exported as raw hair at the' 
IIlinil1lul1l pritt'. The ach'i~n Utl.M\ (roan Hnn~ Kong had gjvc.~11 good 
M'rvke and the Corporation paid had:, onl)' 5 pe1' ~t U royalty. Se 
far as distribution IUTlln~mt'nu in lhe USA wen' COnCft'nM. the wit· 
neM Itated that they ltot lht' COI'pHfluion down, He di~losed lbat the 
diltrib\lton had gone illlo liqui\iation and an ofIict'T of the C.orporauon 
Was makinK new di,lribmion arrallJtf!lllents in Iht' USA. The wimea 
aoo 'tateclth"t it was prop<l'«,d to di\~ni(~' th" distribution to Wett~n 
E"ml~iU\ a.~ well a!ll .~mC'1'k .. t1 markets. He w;u con6dml that the 
Corpor,uion ""ou)d ~ abl~ to ~ the bU'Iineu goinlt wt'lt. 

a.'1S, Atka! whethC"r any nt'w marktls had ~n tapped. tht' witnClll 
at.ttd that ~tl\' tht'f(' Willi an (,xhibitinn in Finl:tnd and it W1t\ found 
that thf'T't' W'a\ a ~at d«'tlland (Of' wi~ "-hm pointed ont that the 
C.orpotation had estimated to sell WI~ worth 1.5 million doHan in 1968. 
:? 11\inioo \'o"an in 196~. 3 milla" doUan in 19iO and 4 million dollan 
in 1971. th~ witMM stated that "the" perfomutnrt" wall nowwhtte near the 
esti.ata. panl,· hf.came of quality problem,~ and panlv our paft! WaJ 

not Ml'M~ as we thou~ht t"at th~ would be." 
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.77. k.ed about the financial p sition of the wi.g a tory. a represen­
itlt1\'e of ule ' rporatioll taled lh:u in 1967-68 the factory made nomi­

a! pro t but in the CUITcnt J' , due to slackening in the extern 1 de­
and nd the UJ tisC» t 1 J'oarketing arrangements, the fa.ctory was 

lit 1 t ulfer... l' ht Jo ' ,Th bairman. dded that the 
!fa tor), wa "over- ta . d and lhei producti ity w lo' ". He added. 

t he W' lookin into the qu lion whether it wa po ible to diversi-
f III pr cl" lion and llik. up lhe manufacture of r ad I·made garments 
,,£or "hich there w a gy:O\ in demand. In repl to qu rr , he, how-

\'cr, taled that th rpoT liou had no plan of Ttl hing into ready-
m ' de gannen . It hafl only tarlen to take OIlle intere t in the field 
.and wa negotiating with on 0 Ih defence fa tork in Kanpur. 

mmiuee regret that the wig trade uff red t ba k.s and 
j port per(ormall was 'no wh near the timate! The quality 
of 'ported I od t lind th perfOl'lllan e of tbe ror 'gn firm ali ddtri~ 
butin ' IllS :e br rom sat' f tory and the firm ent into liquida­
tion. Tb lllmittee :feel (h proper asseII6D1ent of the finn t finan ial 

ndio and cap cit to and I th bUM wa ob 10usl not made he­
for the agr~ n a 'jgned. The mmitt e alS() f I that ih ba k­
jTound under which a ecrnent with th Grm w ign d, n Lo be in­
'V ti ted. oreov j a tudiog Corporation which hould 1I0t'-

mally r &ain from indulgin in the Illaoufa tlJr of proou " . 

Tn mmil l' mm d (11a(:-

(i th working of lh hould b ' r villllli; d with a 
to eJ.'PJ e lh po ibiJit or utili iJJg its fuJ( pa it and 

",..rcift''"ilItion bonld be in a r fated lin with assured mark t 
and with ut <tOO much pital in tm nt and ov t.aJfing; 

(li tri t in n of ([U lit)' of oods for port 

(iii) assc~sole tabilit and reputation of di tributing 
j el m2d heror nU'U tin1; th (li trio 

The ljon ruu aumptei\ to find new 

'J1Ul' b. e . in inland and hop th would 

(i ) Agricultural PrOdtlClS 

(a) Export of Bananas 

5.19, mmitt noted lhat the Corporation ufIered a 10 of 
. 2 lakh on the expon of ban na during the y .rs I 5-66 to 1 67-
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68, II would be evident from tbe following Yelr., kill figutn:-

(h in lakhs) 

1965-66 6.50 

1966-67 14.05 

1961·68 5.11 

lUO. The C::Ommiuee. therefore. mquired whether a detailed in· 
vetdglltion w;u made before the export of bananas wal undertaken, The 
C.orporation ,talM in r~ly thereto that the export of bananas was taken 
up by the STC after dtlailed invntil(ations had been made by the Banana 
and Fruit Development Committee. rqarding techniques o{ export and 
ltamport arrangement. etc, It was fully realhed that export of bananas· 
was an org.mised procell anti c:vtry !rage of export operation from plan· 
tation of bananas in the guden!l to their final delivery to thr a.encas 
buyen required meticulous planning and <-'OOrdination upon a tlm,e sche­
dule f()f more pr~iae than pcnaint'Ci to any other major commodity of 
the world trade. The Ballana and Fruil Development Committee set up 
a Tee~hnical Pimel to lonsider various technical aspects of export 0( ban· 
anas induding IMckaging and arllifungal tratement etc. in order that the 
consignments of lMnanas might be prepared on scientific lines and de­
livered to foreign buyen ill completely green condition. The Technical 
panel of the Banan:. an,1 Fruit Development Committee preparecl a 
bl'()(;hu~ entitled "T«hni(lUe1 of Banana Export". wherein time sche­
dules for nport opera tiona had been laid down. Similarly a Sfudy Group' 
on Rail Transport was set up with the officen of the Railway Board, Rail· 
way Scandardi and DesigN Orpnisation and CFTRllo lay down anange· 
menta (or mail Irampon of bananas. The time schedules were aCl'Ording. 
ly prepvcd (or pad:fnglcutting and transportation 01 bananas 10 as to c0-

ordinate them with the schedules laid down for Railway transportation 
and arrival of the ship at the docks. Detailed schedules of work, laying 
down time for each operation 10 that bananas could be loaded into the 
lhip withiu S6 hoon of t:utting (rom plants. were pJqlared and circulatt'Ci 
to the gruwen. Details of the programme were dUcuaed with growen, 
and dcmorutrations of thr. procedw-es (0 be CoUoweel Weft arranged with 
the assistance of the offittn of the CFTRI and the State Departments of 
AgricuhuR'. 

S.S1. The Corpor.Hiort (unher stated that the export of bananas in 
ex~rimC'ntal stage had been taken lip by way of commercial research and 

rariHulf method. of ~daging in wooden crates, polyethylenf' bags or card-
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board cartons and transportation from producing centres to the port of 
~hipment by truch and by railway wagons etc., were tried during various­

shipments. 

3.82. In reply to a question whether any analysis of the losses suffered' 
had been made, it was sLaLed: "Analysis of losses has shown that they nol 
due to spoilage of bananas but mainly due to high cost of packaging and 
ocean freight. Efforts have since been ('oncentrated on reducing the cost 
of the potclaging and ()(:ean freight. However, cost of packaging has in­
creased during the last three years because the packaging pattern in the 
world banana market has been changing very rapidly and India had to­
spend more' for meeting the requiremenl~ of highly sophisticated markets· 
by switching' on to carton from polyethylene tubes," 

:t83. During evidence, Chairman of the Corporation stated that the' 
STC began export of bananas by finding market in Russia, But when 
there was trouble in Suel, the Corporottion tried to find market in Japan. 
Japan wanted bananas of specific length and weight, As the demand for' 
bananas was enormous, the S,T.C. was examining the question from all: 
angles. 

3.84. While examining the Ministry of Foreign Trade and Supply, the 
Committee enquired was it not advisable, in view of huge losses suffered 
by the STC to entrust export of fresh fruits to a separate organisation. The 
Secretary of the Ministry replied that the Ministry had no settled views 
on that at the moment. There was a co-operative organisation which 
had done excellent work. in the export of bananas to neighbouring coun­
tries and had made profits. He added that "the present thinking is that 
we will not canalise the export of bananas and we will maintain the pre­
sent system", 

'.85. The Committee note the efforu made to export bananas by 
way of 'OlIDDlercial research' but are c:oocemed over the heavy loua· 
(lb. 24 laklu) this venture hai mftered. They agree with the presmt 
'hinJdng of the Government that canali&ation o( this item need not be 
undertaken (or the present. For tbe existing trade, it would be advisable 
for the Corporation to bring down packing and freight expemes and en­
JUre export of bananas o( specified quality. 

(v) Losses on Exports 

~.86. The STC has suffered a loss of more than Rs. I laTh during the: 
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~ar" HJ6!)·60to H,f;7-68 on 'hie export of 15 item~ as indicated btelow:­

CRt. in takht) 
"----"-""- ------, 

C.ommodity EllPOru Loss 

r. B8nanu 
2. DeoiJed (:.ke 
'3. (,..eMr Yarn 
4 .. Cexton Bettin, 
,. Ref"tcm 
·6. Fipmht Wired G11P 
7. Tyrea & Tubes 
8. Walnuts 
9. Gum ROll"' 

10. Raw ~tr()leum Cdlc.e 
II. Art Silk Vabrica 
u. Cotton t~tile~ 
J3. (~on Yan' 
14. B. Twi1llJ]utt T~'ine 
I ~. Jute na,l! 

1965-66 1966-67 t967-61 

7'91 
6'n 

J4'O' 
J'16 
I' 56 
9'21 
2'34 
2'1S 
4'5 1 

J'oo 

1'70 

3'29 
II· .... 

3'°5 
6'29 ...... 
I'II 

!\.S7. The CJlairman illfor~ the C.ornmiun> that los'lb on exports 
~re "dev~lopmel\U&1 108.'16". lie added that "our pe'k~' i'l to see if after 
th~ 'nhial Ilfovelopm~nt. &here i~ likelihood of milking any profit rhen we 
an go in for if. Bill /C we are KoinJ( to go on inclIrring losse. y~r after 
~lIt. chen we leave it at that". 

:1.118, Tht' Conunin~ obsen'~t lhat during H)(;5·ti6 to 1967·68, STC had 
.. I'(J .utlered J01!Ie5 mO'ltly on the export of non·callaliscd ittms. The re­
pre~t"ntlttjves of STC ,~tiltecl th;lt "these J~'IeS are really to our credit 
nHltcr th;'11 to d;~'rMit". fit' .ullle-Il ",hen STC enrered new markets. they 

gave II little price SUppOrl or IImlt'r wrote tlle initial losses e.g. items like 
<lllol'ide hydrate, detergent powder, figured and wired glasses, brake lining 
etc. He further st:tted "we ha·ve :by approaching the importers in other 
<ountries ~en able to improve the unit price and earn small profits. 
This we have done more effecti.vely on canalised items. That is due to 
the fact that only olle org-.tni6ation .has been exporting tllem.'· 

3.89. The Chainnan infonner:l the Committee that while calculating 
the losses the cash subsidy was also taken 'into account. "Cash subsidy", 
ate said. "went to the manufacturers through the STC .... : The representa­
.tin of the STC added thu "import incentive" also went to the manu­
-factnreTS and not to,the'ST-c. 
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!. 'he ' mroittee were 
ain problems wbicb tbe 

told in this connection that on 0 the 
a d w "under utting". As tbe 

., t.he bu) ers h it-,ted to give ~he con.­
that manufacturers would not b able 

Iud ian m::muf;.t tlu' quoted)9 
because the 1 0 thou ht 

to uppl lite thin., in tim . 

~.9L 11e. fi'o i lr too, e '?lainjn tbe rea Oils Ql' 10" 
lIave t2ted: 

011 e ports. 

, here wer los in tbe e. port of individual item a they were 
mo tly- in the nature of promotional or devel plbental d-
('Or . h;.td to a lime pon ibiliti (Of eh e. port 
of a number of item C\' n though it w I~r to T that 
initiall the \ ould r ult in 10 . However, 's ~Ifort 
weT to develop jUl 'pOrt trade in the e HeIns on an eco­
nomic ba i in th lonr; run. A t pieat C.l e j that of tht 

port o( ban tl . E 'p rt u'ade in thi hell! had in the 
past b n Ii it donI ' to neighbouring coulleri · in th 
Per ian lilt tepp d in to rgani port of banana 

It nd Japan on a exp imental b i. It 11a a quired 
p tienee in cutting pa kaging :.tnd tran porta­

tion, and hop to d v lop the export tracte in banana ('IV 

a period of tim on ontroet' ial ba. j ." 

., T bad t ill orne ' e. wber til item lor e -
}XI vere new wh re there was wide di pa.rit 
internal and international pri e. E 'ample um-Ito in, 
figured and Wired. Jru, refrigerators Tyr ub I te. 
In me oth r C had to in llr 10 ent r new 
ill rkets." 

fin' try have al 0 tated that while every elton wOllld be 
m.ade b to a oid to in its trading activitie ,10 be om in-

pable wb n , undertook exports which were f promotional or 
developmental nature. 

3.93. The Committee feel that losses ranging from Rs. :> lalths to 
Rs. II bkhs on a .single item cannot possibly be p~ over a , just 'pro­
motional developmental' losses. They would like the Corporation ~nd 
1he Ministry to investigate into the losses mentioned above to find out 
rcal reasons behind them. They should also devise uitable measures 
to minimise, if not eliminate ucb losses in future, 

C. Imports 

3.94. The activity of STC in the field of imports falls under tl1e fol ­
lewmg three categories: 

1. Items Whose Imports are wholly canalised through STe. 
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2. Items which are imported by the STC in addition to the i .. 
ports made by the established importers and actual Olen. 

3. Indirect imports i.e., where imports are eflected by Indian 
Agents or foreign suppliers. 

Canaliled Items 

5.95. One of the objects of canalising imports through STC is to 
IeC\lrf! the advantages of bulk import and bring down prices for internal 
distrlbu tion. 

Non·canalised Items 

5.96. It has been said that under this head imports of. such items ar~ 
arranged which are highly speculative with the object of stahilisins 
their price. 

lndirut Trade 

5.97. Indirect trade of STC represents trade undertaken by other 
parties under contracts entered into them with the foreign suppliers or 
buyers involving their own financial investment but with the approval 
or aaaociation of the Corporation. 

5.98. The number of items (i) whose imports were who canalised 
through the STC, (ii) which were imported by the STC in addition 
to the imports made by established importers and actual users and (iii) 
which were imported through STC's associates in foreign countries or 
Indian agents; during the years 1964-65 to 1967-68 was as under: 

(I) CanaUsed items 

(ii) Items impornd by S.T.C. in 
addition to imrons by 
established importers etc. 

(iii) Indirect Imp. rts 

1964-65 

13 

13 

Number of items 

1965-66 196&-67 

12 15 

15 2 

']6 

(during the 4 years) 

5.99. In response to the Committee's query the Corporation hu 
furnished the following sL,tement in ttgard to some of the important 
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c:anaHsed and non-canalised items indicating (i) the price at which 
they were sold and (ii) the ruling price before their import by STC: 

51. Commodity 
No. 

I. Caustic Soda. . 

Canalised items 

Price before canaIisa­
tion per MIT 

2. Soda Ash Light Apps. 
Rs. 1,000/­
Rs. 585/­
RS·434/-3. Soda Ash Heavy 

4. Sodium Nitrate 
5. Mercury. 

6. Coconut oil 
Copra Oil 

7. Palm Oil 
8. Art Silk Synthetic 

Rs. 4' 75 per kg. 
Rs.5,200/-perfiaskex:-

godown 

Rs. 4370/- per tonne 
Rs. 4000 per tonne 

Nylon yarn 15 denier 
2nd quality 

Rs. 141' 48 per kg. 
Nylon Yarn 20 denier 

2nd quality 
Rs. 124' 96 per kg. 

Price after canalisa­
tion 

Rs. 720/- per mit 
RS·386 
RS·398/-

Rs. I' 29 per kg. 
(i) Upto Dee. 66 Rs. 

5800/- per ask xe­
god.wn to 

(it) Jan. 67 I-Feb. 69-
RS·580o/perfiask 
ex-god own 

(ii,) .. 
Rs. 3900 per tonne 
Rs. 3260 per tonne 

Rs. 88 '00 per kg. 

Rs. 79'00 per kg. 

-------- - -------------

"From 1st March 69-Rs. 5,9Q0/-perfiask ex-godown 

N on-canalised 

SI. Commodity Ruling Prices before STC's seIling price 
No. STe imported 

(in Rs.) (in Rs.) 
I 2 3 4 

I. Calcium Carbide 1300 per MIT 1150 per MIT 
2. Urea Technical 950 per MIT 895 per MIT 
3. Sodium Nitrate 2280 per Mrr 1500 per MIT 
-4. Do. 

(after devaluation) 3800 per Mrr 1700 per MIT 
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,. Aniline Oil ,100 per Mrr 3700 per Mrr 
3800 per M(f 
SOOO per Mrr 
6500 per Mrr 
5250 per MIT 
2100 per M/T 
(in drums) 

6. Acetone • SI20 per MIT 
7. Phthalic Anybydride SSoo-6ooo per MIT 
8. Titanium Dioxide 7100 per Mrr 
9. Butyl Alcobol 53So per Mrr 

10. Tallow 1964-6, • 

1967-68 
Bxtra Fancy 

Bleachable 

Fancy 

2200 per Mrr (in bulk) 
2500 per Mrr 
(in drums) 
2150 per M(f 
(in bulk) 
2450 per M/T 
(in drums) 
(The above prices were 

subject to rebate of 
Rs. 200/- per M(f fOl' 
tbe allottees wbo lifted 
the goods within 1 
days of the notice 
given to tbem of the 
readiness of goods for 
delivery and of Rs. 
100 '-per M(f ifluted 
within 15 days of such 
notice of readiness) . 

.. _-------_ ... _-.-- ---.. _--- ----- ----
5.100. The Committee note that by and large the Corporation bas 

heeD able to supply the items imported by it (canaJised and non-c:ana­
UIed) at prices not more than the nillng prices. 

(i) Mercury 
5.101. Import of Mercury was canalised through STC in 1961. Main 

reasona for canalisation were (i) to check the unhealthy tendency of 
raising internal prices. (ii) to make the mercury available to essential 
consumers at a reasonable price (iii) to make imports on rupee pay­
ment (rom East European countries (iv) to import from General Cm­
rency Area at the most fa\'ourable terms and (v) to have the imports 

---_ .. _---------------------
t Since there is an iruipi1idaot production of tallow, nwtet priccI arc DOt quoted 
.n~ft. HO\ft\'Pt. ~ iDkmal pri~ for tbe taUOW'in rile Bombay Market whea 
S'l'C imparted their materill was heina quoted IS foDows : 

U.S.A Orilia 3300 pet Mfl' (in drums) Austraiian 3500 per M{f (in dzums-) _deL 
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under link/barter deal i.e., on the basis of self generating foreign ex-' 
change. 

3.102. Profitposs made on the import of mercury during the yeara 
19G4-65 lO 1967·68 was as under: 

U,lpriced and Restricted Publications 
____________________ (Rs. in lakhs) 

r965-66 
20'76 

1966-67 
(-)28' 73 

3.103. It was represented to the Committee that the landed cost of 
mercury imported by STC was Rs. 1000 per flask. whereas its market 
price was Rs. 6,900. The Committee, therefore, enquired under whal 
circumstances the STC suffered a loss of Rs. 28.73 lakhs in 1 966-fi7. 

3.104. The Corporation in a written note explained as under: 

"It is not correct that the landed cost of mercury per flask wat 
Rs. 1000. The facts are that in July 1965 taking int.o con­
sideration the urgent requirements of various actual nsert 
STC purchased 2000 flasks of mercury @$733.60 ([262) 
per flask CIF Indian Ports. This price was quite attractive 
taking into consideration the tight position of availability of . 
mercury at that time in the international market and their 
prevailing international price of mercury. At that tim« 
we were importing mercury against funds gene-
rated under various barterllink deals. Due to certain rea­
sons the availability of funds was delayed and 1300 flasQ 
out of the above purchase of 2000 flasks could be imported 
only from middle of 1966 onwards. By that time the in­
ternational prices of mercury had crasherl I1nexpectedly and 
at one time were as low as [105 per flask. Moreover va­
rious bulk purchasers had been given free foreign exchange 
licences for import of Mercury after devaluation of Indian 
Rupee and they were asking STC to supply the mercury at 
prevailing international prices. It was in these circumstances 
that STC suffered a loss of RI. 28.73 lakhs on mercury in 
1966-67." 

'.105. The Committee during evidence, enquired whether the Cor­
portation tried to get some price concession from the suppliers, in view 
of the fall in price of merrury in international market. A representa~ 

live of the Corporation stated that the Corporation had already con­
tracted for abut 2,000 flasks of merrury and the suppliers had produced 
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othe mercury. It was, therefore, not possible to ask him to reduce the 
price. The STC had to fulfil its obligation and for that reason it 
.uWered a heavy loss. In reply to a query, it was stated that the im­
port of mercury wa~ contracted through a bartering agent and that the 
prices were reasonable and according to the ruling price. 

3.106. The Chainnan, STe. infonned the Committee that in 1!J67-
-68, a profit of Rs. 6 lakhs was made whereas in the current year the 
Corporation hoped to have a profit of about Rs. 15 lakhs on the import 
of Mercury. 

!I.107. Asked whether the Corporation did not have an escalation 
clause that in case international prices went up the local people or 
actual mel's would have to pay extra. the Chairman, STC, stated that 
it was a very important point and it was being discussed with the Ministry 
and by the Reviewing Committee. It. in fact. concerned the Corporation's 
pridJlg policy. He, however. added that on such occasions. it would be 
a good policy to supply the goods to consumers at a reasonable price 
rather than at a price the STC bought. He. added "my own opinion is 
that the Corporation should in most cases take the risk of ups and downs 
but assure the market a ruling price to keep them competitive." 

3.108. While examining the Ministry, the Committee drew attention 
~f Ihe Sec:retary to the ract that actual users, like the Fertilisers and 
Ch('micals Travanrore Ltd.. were not getting adequate supply of mer­
cury. The Secretilry admitted that "complaint of insufficient supply of 
mercury was ('orrect." He. however, eXplained that the period of short 
age wa!! small. The shortage was due to the fact that no foreign ex­
change was avaih\ble durin~ that period. STC, therefore, obtained 
mermry on a barter or link deal. Secretary added that but for that 
dral. the period of shortage would have lasted longer. 

~.109. The Committee are nol satis6ed with the explanation given by 
the Corporation for the 10M of R..s. 28.7! lak.hs suffered on the import of 
mercury in 1966-67. They are unable to undentand that when mercury 
WU Deeded to meet urgent requiruDents in the country, its import was 
clelayed as the funda could not be releued in time. The C..ommittee is of 
the view that the apeement for sudl heavy impot1S should not have beaa 
agreed to without _ring the availability of required foreign creditl 
etch ... The Committee abo feel that the STC should have expIorfd 
aU means to see how best they could retrieve the posidoIl ill order to ~ 
ace the loeaes to the minimum. The Committee auaest that:-

(i) The provision of tm. agreement should be thorouIblY examined 
~ defects 01" lac:uoae notic:ed should be noted to avoid re-
0UTeIlCe of suck a situation in future; 
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(0) The foreign exchange in such imports of urgently needed 
items should be allocated on priority basis and no d~y 
should be allowed in importing the goods after a contract bas 
been signed; 

(iii) Price variation clause may be incorporated in the contncfll 
with international firms which may be invoked in the event of 
abup variation in price; 

(iv) Timely supply of such imported items should invariably be 
eosured by the Corporation. 

(ii) Muriate of Potash 

3.110. The import of Muriate of Potash had been canalised throqp 
STC since 1957. The imports started from 12.000 tonnes in 1957-~ 
.and had risen to 3.71.860 tonnes during 1967-68. The imported Potash 
was distributed to consumers through Indian Potash Supply Agency. 
Madras. 

~l.lll. At the instance of the Committee the Corporation has fur-
nished the following statement giving the quantity of Muriate of Potash 
imported and disposed off during each. of the last five yean:-

·Sl. Year Commodity Qty. imported Qty. disposed of 
No. (in M.T.) (in M.T.) 

I. 63-64 Muria~ of Pot,ash 90692 '00 80546"00 f. 
2. '64-65 Do. 79757'00 108916'00 
3· 65-66 Do. 141083'00 124312'19 
4· 66-67 Do. 181531 '261 177761 '991 
5· 67-68 Do. 372 190'525 260477'135 

3.112. Asked to indicate the quantity of Muriate of Potash whkh 
remained unsold for more than six months, alongwith its value and 
~xpenditure incurred on storage etc., the Corporation stated that stocks 
-of ~Iuriate of Potash sLarted ~ccumulating from October. 1967 as waa 
~dent from the dates given below. 

AprU-I967 
• "lay 
June. 
July 
August 
September 

~!H '-Ai) LS--4. 

12411 M.T. 
18981 M.T • 
19677 ~.T. 
22602 M.T. 
21013 M.T. 
34920 M.T. 



October . 
November. 
December 
January-I 968 
Febl1l3I1' 
March 
April 
.\tav 
June . 
July 
August 
September 
Octoher 

64693 M.T. 
79204 M.T. 
91042 M.T. 
93385 M.T. 

120334 M.T. 
125356 M.T. 
1.29483 M.T. 
127208 M.T . 
133353 M.T. 
143719 M.T. 
148018 M.T. 
175079 M.T. 
192400 M.T. 

~.11~. As regards the <'xpendit ure incurred on storage etc. it was. 
Alated that the incidence on storage rent was estimated at an average of 
R.'I. 3.25 per tonne in 19&1, on the assumption that the average monthly 
<:arry-over stocks would not exceed 20.000 tonnes at any given time and' 
the period of storage would not exceed three to four months. Until 

. September. 1967 imports and sales were going at a balanced pace. Since 
October. 1967 however. the position changed. Not only unsold stocb 
but abo the average period of storage got extended beyond 6 to 9 months· 
or more. This was due to the (;111 that additional imports were arranged 
by thl' :\1inistll' of 'Food and Agriculture without at the same time cur­
railing imports being arranged by the STC. A~ a result imports started 
~xceeding consumption :md stocks piled up. Stocks by the end of October 
amounted to more than 1.90,000 (Qnlles (valued at Rs. 7.60 crorcs and 
incidence on ~torage amounted to Rs. 6,17,500 @ Rs. 3.25 per tonne). 

~.1 H. The Ministry of Foreign Trade & Supply were asked whether 
it was brought to their notice that the "tock of Muriate of Potash had 
startt~ accumulating from October, 196i because the Ministry of Food 
1: Agriculture arranged additional imports without curtailing imports. 
being made by STC and if so. what measures did they propose to take 
to a\'oid such instance!i in future. The Ministry in reply. furnish~ the 
following note: 

"The STC had made representations to the Ministry of Food Be 
Agriculture about the accumulation of stocks. Imports of 
Muriate of Potash was made by that Ministry through the 
Department of Supply and the STC. The Corporation was. 
malting representations about the accumulation of stock. It 
was. therefore. decided that imports will he made onl}' by 
one agency, that is the STC. 

The Corporation is now developing its own systems of demand 
enIuation. It is also instituting an appraisal system where 
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results and progress can be reviewed every month and every 
quarter. This measure will pinpoint unnecessary accumula­
tions of stocks and blockage of funds so that timely remedial 
action can be taken. 'Vith the new system being developed 
by the Corporation it is hoped that instance$ of this type can 
be avoided in fu'ture." 

3.115. The o,mmittee are unhappy to note that simultaneous import 
of muriate of Potash by two Government agencies without proper c0-

ordination led to heavy accumulation (1.90 1akhs tons) of the items valued 
at Rs. 7.60 crores besides storage expenses. They regret that the Mini­
stry of Food and Agriculture did not curtail its imports inspite of repre­
sentations made by STC about the accumulation of stocks. 

3.116. The Committee hope that the decision to import through one 
agency. namely STC. and with introduction of Appraisal System for dt'­
mand evaluation evolved by the Corporation will obviate unnneces..' .. arv 
accumulation and avoid such a situation in future. 

(iii) Nylon/Art Silk Yarn 

3.1l7. Import of nylon yarn was canalised through STC with ~~ect 
from 5th Novemher, 1966. In its lIote STC stated that "with the 
assistance of consultative panel of the inclustry it has been abk t.o 
finalise and conclude husiness with all the suppliers in (heir countries 
on very satisfactory terms. The industry has heen kept fully in l.he 
picture and the distribution of the goods so regulated a~ to find its way 
to actual users according to their needs. A happy feature of this prog­
ramme has been the complete sense of llnderstandin~ which has bPen 
built up between the Corporation and the weavers' association with 
whose active consultation :lIld approval purchasejdistribution arrange­
mellts have been made." 

3.11 8. But the views of non·official organisations were quite different 
to what STC held in the matter of nylon yarn import. 1n a representa­
tion to the Committee it has been stated that "jn the import of nylon 
yanl the Corporation has ma(le large profits but these have not been used 
for promoting e~port of art silk and nvlon fabrics. The quality of yarn 
imported and supplied has not been of the requisite standard. Besides. 
as is evident from the fact that the price of imported supplies had to be 
brought down, the C'()rporation could not properly asse~s the demand.·' 

3.119. In another memorandum it has stated: 

"It is reported in the Economic Times of 14th July, 1967. that 
the STC has bungled in the import of Nylon Yarn anel the 
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nation has to pay for it dearly in foreign exch:mge. In its 
anxiety to arrange early import of yam, the S~C seems. to 
have accepted the goods offered to it by the f!lretgn suppben 
instead of securing the requirements of the industry. The 
foreign suppliers have taken undue advantage of lack of 
expertise about the commcxlity STC is importing." 

"It is c:ommon knQwledge that different lots of yarn bear different 
dyeing affinity and cannot be fixed while producing teXtiles . 

. The STC authorities have displayed a total ignorance on this 
point." 

3.120. The Committee enquired about the comments of the STC on 
(he above representations to which the Corporation replied: 

"The Indian Art Silk Industry has been importing in the past 
only 2nd quality for substandard yam. The fint quality yam 
is only used by a few Warp. knitting and Hosiery units. The 
entire power loom sector has been consuming 2nd quality yam 
and the bulk of imports under old export promotion licences 
were also for 2nd quality. After STC secured import licences. 
we had sought advice of the Advisory Committee and Con­
sultative Panel, which represent various interests of trade and 
industry, and their specific and categorical advice was to 
import only 2nd quality yarn. In order to make bulk 
di~counts. nylon factories of the world over have a tendency 
to etown grade what is virtually first quality yam as second 
(Iuality yarn. We have also imported first quality nylon yam 
where alh'ised by the consultative panel In some press 
reports it was reported that the yarn imported by the C0rpo­
ration was not of good quality. The l\'e:wers' associations on 
the other hand in the most unequivocal terms have compli­
mented the c.orporation on the qualitv of yarn imported bv 
the STC.. . 

"The yarn was imported after making a proper assessment. The 
pFiccs of the imported yarn ha\'e not been reduced to dispose 
or the stocks. III pursuance to Government directh'es we are 
to fix selling prices of imported nylon yarn at Rs. I or'2 below 
the prices of nylon yarn produced indi~nously. The indio 
genous m:mufacturers have reduced their prices thrice and 
STC has, in conformity ,.,;th Government rlirecth·cs. alae 
rcdu(.W the prices," 
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"As indicated, STC, has constituted an Advisory Committee and a 

Consultative Panel to advise STC on various matters connect­
ed with import of nylon yarn and its d~stribution to actual 
users. The members of this panelicommmee are .knowle~ 
able persons of the industries concerned representlllg vanous 

H · d Warp interests such as Powerloom, Handloom, oSlery an . 
knitting sectors. These members advise STC on vad?us 
matters connected with securing of supplies of proper quality, 
varieties, types, quantity and prices etc. As a matter of !act 
the members of the PanellCommittee have from time to tIme 
given expression to general sense of sati5faction at the 
arrangements made by the STC in this regard." 

3.121. The STC has further stated: "Nylon Yarn has been imported 
from four countries namely, USA, Japan, Italy and West Germany under 
the canalised scheme. It is a technical fact that different lots of nylon 
yam have got their own dyeing affinity allowing mixing and dyeing 
within their own particular ranges. This is true for nylon yarn-im­
ported as well as indigenous. STC has procured bulk quantities from 
different sources since it is not possible to procure from one source. No 
complaints regarding dyeing have been received from the trade associa­
tions so far." 

3.122. The Committee drew the attention of the representatives of 
the Corporation to the representations made in the Press by the Silk 
and Art Silk Mills Association, Bombay, that the weaving industry was 
working on an uneconomical footing and there was no surplus available 
with the industry which could be ploughed back for modernisation, and 
asked their opinion in the matter. The Chairman, STC, replied that 
the Corporation had been misunderstood. He stated that there was 
internal production and also art silk yam was being smuggled into the 
country. With the prices having gone very high at the time of de,'aIua­
tion, in 1966, and the incentive scheme stopped, the STC imported yarn 
as a balancing factor to meet the demand. He added "The Indian pro­
duction has been going on very well. It is now running at the rate of 
19 tons per day and it will go up to 25 tons per day in a year. We have 
sla~kened our imports because there is no need to import that much 
Whl.l~ the Indian production is going up." He disclosed that the yam 
POSitIon was now reasonably stable. He further stated: "The real 
answer would be more and of Indian production." It was added that 
th.e STC was in touch with the weavers and spinners and had meetings 
WIth them every month. 

3.123. As regards the claim of the Silk and Art Silk Mills Association 
that the prodl1ction could be roWed up to Rs. 20 aores within a period 
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of &ve yeata. &be witnol &tale<! that it wu really a matter of opinion. 
...... limale of. 1U, 20 aores was "o\'cr ol)timistic." During the current 
~ the production was likely to reach RI. 5 cror~ which could be 
tai.oo to Its. 12 to 14 c:rOrt~s in future. 

3,124. When the aame quettion was put to the Secretary Ministry of 
.·ordgn Tr.u1e and Supply during evidence, he stated: "I think there 
was a difference of more than 100 per c.ent •• and therefore. it was 
(Mught that the ~t thing to canalise this unforeseen or unintended 
profits into public (hanl1el~ would be for the STC to charge a higher 
prke." The ScxTetary added "of mUI5C the net Ieluh has been that the 
weaver i. deprived o( profit. Now the weaver', contention is depri\'Cd 
of profit. Now the weaver's contention is that if he had the profit he 
would have ulC<l it for Iht' gooJ purpow of lll'Xlernising his weaving 
unit." 

5.125. The CoInmictee are roac:elaed to note! the widesprnd crkicUm 
about STC'. bandI.IDa of the import of Nylon yam and that there wei? 

....... plaln .. about the quality of Imported yam. . The Committee 

...... dw the commodldes imporucl to IUpplemmt the indi&mous 
prodUcdoa abould only be imported after taItiDg iDto aa:ount the iodJ. 
..... pIOdacdoa. 

(iv) Copra and Tallow 

!l.I26. STC unuenook. import of copra!tallow in 196i-tiS. In 1967-68 
the world witnessed shortage of copra due to damage caused to copra 
crop in Ceylon and PhiUipine, on account of cyclone and other natural 
fncton. The Corporation. therdore, organised purchaa of copra and 
imported 24.440 tonnes worth RI. 4.55 awes. During tbe current year 
the Corporation eltpet:ts to import 20,000 tonnes of copra worth R.s ... 
U'ort'!I. Wht'rclU 58.1Ml MIT tallow of the value of approximately 
R~. 5.02 cror~ was imported in 1967-68 and in tbe year 1~9, it is 
"xpC'Ct~1 that 3000 tonnM worth Rs. ~.50 crores win be imported. 

1'.121. It was n'pn~nled to the C..ommittee that "the soap indusU'J 
hll~ been obli~i to pOl), higher prius for import of items like tallOW, 
(:opra and palm oil than would have bttn the case if the actual wen 
I>nxured supplies dirt'ctly." 

:S.128. The Committee. themore. called lor the comments of Gov-
t"rnment on the above views ('XPtt"lt..~ b~· a non·oftidal organi~tion. The 
Corporation in reply thereIn stillet:t: 

·'It it true th",t tbe tallow imported by STC bas been realised to 
th~ Soap Industry at ,'ricc:s higflff than thq- would have had 
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to pay for direct imports. The STCs release prices are &xed 
on the recommendations of a Committee of Exports set up 
under the Chairman-ship of Dr. G. P. Kane, Ministry of 
Industry. Since there is a high margin of profit av~able ~ 
this item, the Committee fixes the STCs release pnces, Wltb 
reference to the prevailing market prices for indigenous 
substitute oil, with a view to ensure that while the allotteel 
receive the material at reasonable prices the surplus pro&t 
:wailable is mopped up by a governmental agency. The 
latter criterion not only reduces scramble fOl' a 1arzer and 
larger imports but also leave surplus profits with the STC 
which could be used for stepping up exports of 'diflicult..to­
seU' items. The material imported during 1968-69 wu also 
distributed at the same prices as during 1967-68. 

1l.129. As regards price at which tallow was being imported by 
private parties before STC took up the import. it was stated that It was 
understood to the about Rs. 1225 per m.t. c.i.l. 

3.130. The Corporation has further stated that before purchases 
",'ere made. the quality-wise and portwise requirement of the differrnt 
;tllottees were ascertained through the Regional Adviaory Committees 
set up for the purpose. The material was released in accordance with 
the allocations made by the competent authorities, i.e. office of the 
Development Commissioner, Small Scale Industries in the case of amaJ1 
scale sector and Directorate General of Technical Development in the 
<ase of Organised Sector and at prices recommended by the Commitliec: 
()f Expons. 

~.l31. The Committee referred to the above statement that "with 
a view to ensure that while the allottees receive the material at reasonable 
prices the surplus profit available is mopped up by a governmental 
agency". and asked did this not lead to a higher prices of manufactured 
products, and was it not the policy to pass on to the consumer/actual 
users the benefits of lower prices of imported colllDl<Klitif'S? The STC in 
reply stated: "Release price of Tallow, including STC's margin, ranges 
between Rs. 2.0001- and Rs. 2.500j- per ton. No other substitute material 
it available to the soap industry at prices around theae levels; groundout 
()lJ prices have ranged between Rs. 3.8001- and Rs. 4.2001- per ton during 
!\farch, 1969. While fixing release prices of material like Tallow a 
.bab.ncc has to be arrived at between tbe interests of the conswaer'actual 
user an one hand and sharing of the profit by the community by m~ppiog 
up ~t ~east a part ?£ the gap between landed con and the market prices 
o[ ~lml1ar or sublutute materia!''' 
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5.152. It hal been further stated that "by fixing the release price at 
• lower level, the advantage would have accrued to soap manufacturers. 
but w .. Jikely not to have been paued on to the consumen." 

5.153. The Minutry abo in reply to the Committee's above query 
&tated: "During 1967-68 and 1968-69, lhe STC imported the following: 
quantities of tal1ow: 

1967-68 
1968-69 

QI),. in Ton"~.' 

'8,162 

S9,206 

Value (Rs. in laltllS) 

526.49 

440.00 

The tallow imported by the STC i$ di~trjbuted among soap units 
in the organiled and unorganised sectors (including fauy add manu­
Facturers) in accordance with the recommendations made by the 
Directorate General of Technical Development and Development Com· 
miuioner for Small-Scale Industries respectively. The release price is 
fixed. with reference to the prevailing market prices (or indigenou~ 

nbldtute oil. Further while the :..Ilottees receive the material at reason­
able price:I, the wrplus profit available is mopped up by a Government 
AieDcY, which uaa web profitt (or promotion of exporu of "difficult 
to .eU" itema." 

5.15.. The release price of STC lor tallow was fixed at lls. 2200 per 
metric tonne for extra fancy grade and Ils. 2150 per Mltonne for 
Weachable fancy grade including a rebate of lls. 2201- for quick lifting 
ift each cue. ~ againat the price fixed for the sale of tallow, the 
ruling prices in the internal markets for ground-nut oil were as folJows:-

Moftth 

Auaust 68 
Sept. 68 
Oct. 68 
Nov. 68 
Dec. 68 
Jan.69 . 
Feb. 69 
M .. dl69 

• 

Prices at 
the end of 
month per 
M. tonne 

Rs. 

3825 
3175 
4040 

3320 
3171 

33'70 
3650 

4000 
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~U!l5. The Ministry explaining that the price at which tallow was 
released to the actual users was quite reasonable and fair added: "While 
the Government's policy is to pass on to the collSumerslactual users the 
benefits of lower prices of imported commodities. Government ha\'e to 
keep in view various other considerations as indicated above. In the 
larger interests of trade. it becomes sometimes necessary to fix higher 
prkes for certain malCrials and tallow is one such example." 

3.1Sfi. The Committee are unable to appreciate the Corporation's 
view that 'since there is a high margin of profit available' on tallow. with 
nference to the prevailing market prices for substitute oil, its release 
price was fixed "with a view to ensure that while the allottees receive the 
material at reasonable prices the surplus profit available is mopped up 
by a governmental agency' for stepping up exports of diflicult-to-teU 
items. The Committee feel that one of the objects of canaliBing imports 
through STC is to eomre supply of raw materials at reasonable price 
10 that the CODlllDler is not advenely affected. They think that in this 
case interat of the consumer baa not been protected, as the high release 
price of tallow to aoap manufacturers was bound to be reflected in the 
ultimate product. The Committee recommend that the Governmentl 
STC should keep its pricing policy of imported items under periodical 
review with a view to avoid overburdening the concerned industry aod 

0HiiiiiAt!I'. 
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MACHJN£R.Y I'< POLICY FOR. DISTR.lBUTION OF IMPOR.TS 

The STC has informed that the distribution of certain commoctities 
Waa made by it in accordance with the instructions of the Government 
(CeIE) which were communicated to the Corporation at the time of 

..allocation of foreign exchange by them. 

4.2. The Corporation has recogni5ed various Associations of manu­
facturC'fI rep~nting the trade through whom certain imported 
.('!()Qlmoditit'!l were distributed. The Auoclations have also been duly 
tponlOred and recognised by I he State Departmenu of Induatry or 
.competent authorities. 

4.5. It was represented to the Committee that the distribution policy, 
in regard to imported (-ommodiliCII. punued by the Corporation had led 
to 'r.h:IOI and confu.ion thC'reb,. unsetting the normal conditions of the 
martell: The Coauniuee, theft-fore. asked the Corporation how far 
tbeIe .Ueglttioa" wt« j"'litietl. '1l1I! Corpnralion repJied thereto: 

"No. "nlC all~ntion!i Clre unjustified. As far as we are aware 
the .limibution policy PUhUed by STC has not led to c:on­
£U~iOIl, Nevt'Tthelesli it is Corporation's l-:onstant endeavour 
to inlpro\'t' its st'n-i('('!l to the induSl!)' and trade:' 

4.4. The (;ommiuee enquired o( rt.'Prescntatives of the Ministry 
whether any wmplalnt had been made to the Minist!), about the distri­
bution polky o( the STC in regard to imported commodities and if so. 
what w .. " the nature o( allegations and what action was taken by Gov· 
t"rnment on those eomplainl'l, The Secretal')' of tbe Ministry stated that 
tbe distribution poliq' ,· .. ried fronl item to item. Consider<ltioru of 
community all wdl all I\eetb WM'e taken into accounL He added by and 
lal'gC the distribution policy was not which 'WaS evolved by the STC. It 
was evolved by tbe Minim-y in consultation with other Ministries who 
had nperiencc of lht' users of that commodity. Citing an instance he 
Aid that in the C.t!'C of cocoanut oil, policy was evol\'ed through the 
AdvilOl')' ('..ommittee which was set up in the Ministry of Commercr, 
That ('.ommitt(~ advised at what point o{ time and on what basis to 
allocate ::md to whom. He added that the policy of distributioll was 
laid by the Ministry and it ,'ariffi with the need$ of that commodity. 
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4.5. In regard to complaints he said thal some complaints were made 
.by those who did not benefit from that policy. lie added: "sometimes 
the complaint is right when we amend the policy bllt ~omctiUles it is 
'\\Tong and we tum down the representation." 

4.6. The Committee feel that it is e8Iie1ltial for the C.ol'poration to 
have a sound distn"bution policy, which should be subject to continuous 
re\'iC1\', to see that it is work inK satisfactorily, There should be a closer 
liaison between the Minisb)'/l)epartmenls, users and representatives of 
aS5OCiatioos. The Committee suggest that the C.ol'poration should make 
.. stained eftorts-

(i) to ~re timely supplies of requisite quantities of goods; 

(ii) to bring down priCt'lS particularly for basic raw materials for 
industries working in kC} sectors, and 

(iii) to gather information primarily about market condition etc., 
eo that distribution policy could be modified when nec~. 
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QUALITY CONTROL MACHI NEllY 

In raporue to a Committee's query whether any machinery ru.s bee .. 
8et up by STC to exercise quality control over the items exported by it, and 
jf 10 what is its tet up and how far it has hem effective in exporting 
quaUty SOOOI or goods of required standard, the Corporation submitted 
the following note:-

"The responsibility for (luaJity entirely is that of the mallufac~ 
turera. although there is pre-shipment inspection under the 
Government rulcs. In lOme cues, the goods are got inspected 
by 'quaUty control' authorities on adhoc basis, where aece.ary. 
Apart from this STC's officers also occasionaJJy supervise and 
impert goods during the course of manufacture. In some 
casa international agencies like MIs General Superintendan~ 
Co., of Jndia are appointed to inspect the consignment before 
Ihipment by anangcment." 

"In cue of export of Cement, it has to conlonn to the Btiti. 
StaDdard Specification No, 12 of 1958 which is internationally 
recognised. In regard to export of various organic chemicals. 
STC offen for exports the products manufactured by producers 
\Down to them after the samples of goods (or exports have 
been found by the foreign buyers in accordance with the 
lpecifications mentioned by them. So far as export of salt ~ 
concerned the Salt Commissioner exerdst:s quality control. For 
ensuring quality conrrol in respect of footwear, technically 
quali&ed penons have been posted at various footwear cenU'e$ 
.nd at headquarters, who exerdae control on the production, 
both during proceaing and finbbed stages. Patterns for foot· 
weu, last uted and designs to mit the requirements of foreign 
buyers aTe prepared by Corporation's pcnonnel. The 'in­
progress Control' embraces the check..up of materi~ ~d ~­
ponents used by footwear fabricatOl'l by Corporatton s techni­
cal ataI. At the finished. st., the Corporation has multi-tier 
IJIleID for inspection and quality control before ~ are ~­
ported. At this stage. initially there is 100 per cent inspec:tIOF 
by the Impetton. than 25 per ceIlt sample inspection by Junior 
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Field Ofticen, followed by 10 per cent inspection by Deputy 
Managers to ensure th:lt the same confonn to the quality 
requirements of foreign buyers. Thereafter. the Inspectors of 
fo~ buyers wually inspect 10 per cent of the quality. 
Before the shoes are packed there is again 100 per cent check 
by an officer incharge of packing department. The Export 
Inspection Agency of Government of India carries out inspe~ 
tion according to statutory regulations. In respect of exports 
to USSR and other East European countries handled by our 
associates, STC has no direct control of its own over such pro­
duction. The types of controls rxercised by a9sociates are 
almost on the same lines as mentioned above. 

"All these methods have been eflecth-e in exporting quality goods 
of required standard." 

5.2. During evidence the Committee were infonncd by the Chairman, 
STC, that in regard to the quality control f'xercised by the STC on the 
Roods exported and imported. the Corporation owed three responsibilities 
to the Indian Indul'ltry when it imported and to the forei~ buyers when 
it exported. Those were quality, price and delivery schedule. So far as 

(Iliality W3S concerned the witness stated that 3 Quality Control Depart­
ment had been created in STC and it was headed by a Chemical Engineer. 
The "itnm, however, added that the Corporation had to take responsibi. 
lity of quality at two ends. One. in Western Europe. Amerka and 
Rll3. .. ia. where it purchased the ~oods, to make sure that the goods ordered 
were of a right quality. At the other end, there should be a periodkal 
{'heck. to know that the consumers got what they need in right quality. 

5.~. Asked whether tlKTe were rejectiom on th(" gtound$ of ~lua1ity 
of the goods exported by STC, the Chainnan replied: "Occasionally Yes". 
He added that quality control was an international problem. There was 
ditierenccs in the Indian standards and the foreign standards. Steps 
were to be taken to see that the quality sandards were laid down by the 
industries that needed goods and the industries to whom the STC 
('xported. 

5.4. Atked whether the Corporation was s..1tisfied with the quality 
Control OTg-clJwations of Government, the Chairman stated that the Ex­
port Promotion Couna" were there which we thought were 'good'. He, 
however. stated that there was nothing morc important than for the STC 
to hewe il'i own Quality Control. It could specialise in the products 
which wo ! exported and imported. He informed lhe Committee that 
.. 0 offi.cial had been appointed and the Corporation wanted to develop 
its own quality control department. 
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5.5. The Committee pointed out that it had been represeuroo to tbnr 

tllat the Ball Bearinp imported by the Corporation from rupee area were 
not of IUperior quality and that t.My were out (Iukkl),. The Chairman. 
STC. Itated lhat the Corporation must take respomibility Cor quality and 
added that it was wrong to think that mCTely because it was rupee pllr­
cbue it must be inferior. He stated that the baJJ-bearings were a)1IO 

IUppUnl by the Corporation to the Indian Railways, Bharat Hea,'Y Elec­
tricah and Dir«1orate General of Supply and Di~posa1. ~o complaints 
were received from them. 

5.6. The Committee further pointed out that it had been reprc«'nted 
to thnn that the STC was helping in the import of sub-standard and 
non-atandard produc:t!J which were unwantttl by tht' Indian Industr}'. 
The Chairman atated "I do not think it is fair to !oay that the S rc: i~ 
importing lub-standard itrm if we have done occasionall)' it W'd~ a 
milt.ke." 

~.7. " ill abo undentO<KI from the Ministry that the STC under the 
direclion tlf the Revit'W CummiUt'c was going to open a Special QuaJity 
Control l~p"runent whirh wOIlI,l organise (Illality (omra) both abroad 
antl tn JJUlin t'nough indep('nllt'llt in~ptttion AgendM :md other means. 

5." The Cotnmittce ukcd the (:orporalion to furniMl details of goods 
wbkh were t'Xported by it. but were rejected on the ground of quality 
during (he last (hrCt" YH" and the \'aluc of good~ r('jccu:tl. The COlporit­
don hat submitted the (oUO\\ing statement:-

• Year Country 

lAMA.,. .,.,.. 

I96S-66 USSR 
1966-67 • USSR 
1961-68 . USSR 
196'-61 • Poland 
196?e68 Poland 

Expon 

Rs. in 
lakhs 

'53'01 
460'00 
375'00 

12'45 
6'18 

Claims 

Rs. in 
laths 

3'2 
10-00 

12'18 
0· ..... 

Remarks 

s 

0'01 This claim is in res­
pect of lOP1OO pairs 
out of 110,000 pair 
shipped till Apr, •• 
Shipmeab are conti­
DUiDg. 



1 2 
----- -- -----
1967-68 • Bulgaria 

1966-67 USA 

D Grade 
1967-68 . UK 

-----_._---
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3 4 5 
------------- -------- -----

• 7900 

. 76,000 

0'18 Value of claim not 
indicated by the fo· 
reign buyers. How­
ever, the same may 
work out to about 
RS.18,000. 

o· 28 Tak-ing into account 
total export of Ko)­
hapuri Chappals to­
USA during the year 
1966-67 & 1967-68 
amounting to Rs,·6 
lakhs, the claim pre­
ferred is only 5%. 

II,200 Ibs 0'01 

---- ---------

5.9. The Committee Dote that a r<-'gular and well established quality 
CODtrol depanment did not exi"t in the Corporation. STC can earn a 
Dame and win standing as on exporter only by ensuring expon of guar;m. 
teed quality of goods. The STC being a State ownoo Corpora lion , owes. 
greater respomibility for enforcing quality both in exports and imports. 
The Committee note that the Corporation has since set up a spedal 
flua1ity rontrol departmenL They would, however, IIlggeat that the STC 
I60uId take advantage of the experience of industry and trade aliIlOCiatio.­
&ad other statutoi")' Government agencies in taking decision with regard 
.. quality etc., of the goods to be exported and imported. 



VI 

INDIRECT TRADE 

In cuea, whne the nature or magnitude of business was IUch as not 
to mak.e it possible or advisable for STC to make direct imports, impor­
tation was allowed to be effected by other partieJ under the letter of 
authority procedure. The STC has stated that irutances of this ILind 
were imports of sera and vaccines which were fragile and perishable goods 
or laboratory chemicals. Other instances were where actual users were 
permitted to import their own requirements against import licences issued 
in the name of STC. 

6.2. In the case of export items, STC effected business, wherever pos­
~ible, as direct trade by means of export contracts with the manufacturers/ 
~uppJien. In other cases, however, STC arranged for export through 
"'!lSodates whom it might help in various ways, e.g. by supply of raw 
materials or extending financial accommodation or locating foreign buyers 
or in casea where the export item was canalised through STC, by permit­
tinR exports to be effected by approved associated who had the necessary 
capability for undertaking the exports and had been able to obtain 
orden which in tenns of price and other respects were considned reason­
llble by STC. 

6.'. It had been stated that the Associated/Agents were appointed only 
when the Corporation satisfied itself about the standing of the party as to 
whether he was the agent of foreign sUppliers, has rate of production, 
previous import!export performance, whether he possessed proper after­
sales service arrangements. where necessary. bank reports. total assets, 
his sale and disuibution arrangements and capacity to export etc. 

6.4. Asked whether it was necessary to have approval of STC in the 
uses of trade agreement entered into by private traders with the buyers/ 
suppliers in other countries, the Corporation had stated that it was not 
Ill-cessary to have approval of STC except in cases where the item to be 
importe<l/cxported was either caoalised through STC or specially entrUSt· 
(.'(1 to it under some arrangement made or approved by the Government. 

6.5. The Commission which STC normally charged in respect of 
imports/exports through associated/agents ,'3rled £rom 1 per cent to 
3 pt'r cent of cif/fob price deproding 00 the nature of the item.. 
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6.6. STC exercised control over the distribution of items imported by 
fu lUSOCiated/agents in India. By way of agreement STC found its asso­
ciated/agents to distribute the goods imported by them like tractors [0 

~ulturists; certain goods to actual users on the recommendations of 
individual Ministries, DGTD, Directors of Industries in States etc., or on 
the basis of set order of prioritiejj communicated to STC by competent 
authorities etc. 

6.i. In aU cases where goods imported by ·associates/agents were 
allowed to be sold by them the selling prices within which an sales were 
to be effected were prescribed or approved by STC. By means of distri­
-bution agreements entered into by STC and its associates (distribution) 
l' was provided that all such sales would be liable for inspection by any 
-officials or authorities nominated by STC. As the goods were released 
by STC in favour of actual users recommended by the certif)ing authority. 
the parties in whose favour relea1ie'i were made while being informed of 
the quantities being released to them were also advised of the prices which 
the distributors could charge so that the question of their paying any 
-ncessive prices through ignorance did not arise. 

6.8. The total commission charged by STC on the mdirect trade (or 
the years 1964-65 to 1967·68 (last four years) has b~n !ltated to be aa 
'Under:-

Year (in lakhs ot Ra.) 

----------
1964-65 

1965-66 

1966-67 

1967-68 

116.15 

47.09 

51.01' 

4S.07 

6.9. While taking evidence o( the Ministry. the Committee poilltNi 
-()Ul that there had been critid~m that on c:ertain items STC earned com­
mi~ion without rendering any service. The Secretary of the Ministry 
T('plied that there wat; no g-ratitutious income to the STC. He added 
that cvcrv indenting hOllse charged commission tor his service and the 
-Corporation also did so. He said there should be no complaint'! on 
that score. The Secretarv added that "the char~es by STC are the 
knve~t. ~o indenting house would serve on the indentin2 fees at which 
'the STC doc~ the job. The service that STC renden in this field is that 
first it pressurises that country which did not wish to expon a particular 
item, ~.econdJv it goes into the pricing pattern and tries to reduce the 
prices as much as it can". 

-694 (AU) LS-5. 
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1'"he Committee pointed (Jut th .. t it was not the STC but the private party 
which. &xed the prke~ and the ttnns .. nd, tllf.. ... e£ore. there was bardly 
any' justification for charging the LOmmi'lSioll. The Sec:rct"f)' stated that. 
he could only say that partie~ were mH making (ull use of the services. 
offered by STC. 

t;.)O, The non-olhdal organisation also represented to the CommiLlt~ 
that in many items, the ~-rC is not doing any thing exrept as an intemu~­
diary Licensing Adene:y i.e. M:(uring impol"t Iicen(:e~ and passing them on 
to various importers, This is being done to control distribution at fair 
,men but in actual practice the imports through STC have increased 
the price. be~iues ereating pro<:cdural delay in imports, clearance of con., 
.ignments and lale of good", When there is heavy reccr.sion the high 
.ervice chafRe!l or the STC are creating unnecC!lsary difficulties in the-· 
('("onomy. 

'.11. The Comlniuff note lhat the Corporation is functioning as air 

internaecl." Ikmcing agency whh a vit"W to control distribution of good. 
at fall' and reGlOnable pricel. The role played by the Corporation io. 
actual practke Ahould not 8tand in lhe way or 5pet'd.~· clearance of gooda 
aacl their distribution and lead to excessive profits. The CommiltCf9 
theacfore. eugesc that Inatead of engaging in indirect trade as an intet 
medluy ...,.. the Corporation should enlarge its o~'n independeth. 
(:h1UlDd of trade and allow the lIDall traden to carryon independently. 

6.12. The C.ommitlec find that the Corporation appoints its UlOCiated, 
agents for iu indirect trade after aatis[ying itself about their ,.anding. 
QperIeDce etc. They would. however, like to draw the attention in tht§. 
reprd. to the following rccouuneodation ot the Public ."(Counts COlllmu­
l~ coatained in para 1.80 of their 4th Report (Fourth !.ok Sabha):-

"Tbe Conunittee conlidcr tbat as far as possible, the Slate Tradin~ 
Corporation should invite public.: oilers 50 as to get most expr.­
rleaced and reliable dutributon at the least margin of profi~ 
fOl' the import and distrilMJtlon o( their goods", 
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INTERNAL TRADE 

A. Price Support Operations 

(i) PriCt' .'Ilpport operations for h'mon gmss Oil, cotton, eft;. 

In pursuance of Government's polky to ensure fair priceS to the gr0-

wers of certain agricultural commodities and to maintain internal pro<luc~ 
tion at "ising rate, the Corporation have been called upon from time to 
lime to undertake price support operations. So far the Corporation had' 
tak.en price support measur~ in respect of raw jute, seed-lac, lemon gril1tS 

oil, to"acco and mHon. In J96.J. the Corporation was asked to pUrchase' 
tobacco and help the stock holders. In 19(m. it was a~k.cd to underta\~' 
price support operation~ for rawwtlon. \Vherea~ in 1967·68 when the 
pnccs oi raw·jut.e fell below the minimum prices fixed by the Govern­
m('nt. the Corporation was dir«>cted to a~sist the farOle~slgrowers by 
hU\'lJlp: jute at a fixed minimum prir.f'. 

7.2. The Corporation suffered a lo,s of Rs. 42.30 Jakh" in )96~64 

'lnt! 1%'1,65 in the case of lemongra~s oil operations whereas it suffered a 
I"" 01 Ri. 21.1 !akhs in the (:Otton operation!! in the year 1966-67. Ex­
plainitlg Lhc~ rearons for losses on lemongrass oil opera.ioll'l the Corpc:)ra' 
lioll had stated that by the "ery nature of commodity which was liahle to 
ronstam deterioration in quality during storage and a very narrow'margin' 
betwecil the purchase and sale prices loss was inevitable. In regal'd to the 
Jos,cs suffered 011 cotton. it was staled that Japan, the main consumer of 
Indian cottun kept itself away from the market after having met its re­
'Juirement from Pakistan and. therefore. there was 110 foreign market 
for Indian cotton. The Corporation had ultimately to sell to private par­
tk~ alHl t'O! ton mills in India at a loss ranging from about 6 per cent to 
8 per ('enl. 

i.3. During evideJl(~e when asked whether it wa5 not Jx-mihle for thr, 
Corpor;Hion to withdraw itself from the purc:hase of cotton to avoid th~ 

loss or Rs. 21.1 lakhs. the Chairman. STC,' replied that it wa~ a prke sup­
porr opn3tion and the Corooration was as~ed to support .the . sagging 
pricer; intf"mally. The C.orporation was only to carry' out a general d~ 
sirc of th(~ Governmelll to support prices. 

7. L While takin!! the e,:idenc.e of the Ministry. the Comnaittee: enquir­
~ whether the Go\'ernment's expectation.s io, r~anl t9 the price tupport 
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operadoni undertaken by the STC had been fulfilled. The Secretary of 
the MiniJtry atated that "thiJ iJ one of the fiekk where we haw: been ex­
pecrimmliDjr through an ad hoc orpnisation like STC. The STC iJ not 
«'ally organised to deal with the problems or this nature." But he added. 
(d,vermnent did not have at their disposal a better organisation than the 
STC Cor the purpose. It Wall not a continuing problem frOlll y~ar to 
\'ear, TilMt'fore. it wu not thought neeaaary to set up an organi­
~tion of that nature. He added. {or illltance there was a problem 
flf IllbaC'(;o this yc:.r in between there was no problem. Whenever such 
a -iluation arose. the STC wa. .. asked to ~ into the market with its 
financial strength :and with its commercial stren~h to lift 01 the market 
h!i certain <luantit}·, hold it in storage and then export it or make it 
available to the local indUitry when cnntiitiOIlI were not as pernicious. 
tic addtd that il'\ the case of tobacco. the Corporation's inten-entions 
h .. d ~n n:nonably successfully. In the case of raw-jute the problem 
Wil" much too biK. The STC W:b alked 10 undtttake to support the price 
,.,r rOt'" jute in three Stales and ()\'CI' a hundred markets. The only way 
ill which the C"..orporation could organiS(.' it, was to go to the State Govern-
mt'nh :lIId ""I.. thdr cooperath'(! ortranisations to make purchases on its 
t.eh;lli. The Corpor,:uil)n made its fundll. technical know·how etc., 
ilvililahk for a pP.riod of 15 days. He added that during that period of 
.5 10 20 dol}'S the pricC$ ~nt below the 1940 level. The Secretary claimed 
that by and I~. the STC r«,nden<! service and it was incidently that it 
dM'h-ed. ct·rtain 3th'antaltt' because it got the raw jute at a time when 
tht· pdu: waf; low and it was able to sell at a time when the price was 
hi&ll. The Sccrel:ary infonned the Committee that the Government had 
come to the conclusion that i( prices of raw jute have to be stabilised we 
"ill h,WC a lICpIlrate organisation to deal with the problem. It was not 
f •• ir tn ~h'e that type 0{ job to the STr.. The witness added thai a Com. 
mittee had been appointed which w.n going into that maUer. There 
1\'"«' lWO kiDda of \1ews before the Committee. One, that the Go\·eru· 
InC'ntal organisation on the basill of 12 months cmptO)'mcnt so rar as its 
i,cflJOllnel were concerned and on the ba!>is of ~ to .. months once in 
two or three yean of actual f\lnctionin~ would be walteful operation. 
The second view "'as that it should be cntru~ted to an organisatiol1 
which commanded tbe confidence of the (Illtilaton. The Secretary 

,tated that the ('.ommlttrc', report had not yet Ilt.'eIl receh-m. but he 
added tM Government would tto their bnt II') be ready ",ith mechanism 
briort' th~ next crop came in the market. 

7.5. In regard to the cotton operations undnulLm b}" the Corpora­
tion it bad beftl represented to tbe Committee that Wfe was a Rfeat 
tfi"-utWar:dol:a. The Corporation adopted strictly ~stic attitude 

,00 cUd not coadUCI 1M operationS in acrorcbnct "rith a<:ttplt'd track 
pndlm and ~ othn {or sak of COlton on Ilimgy grounds. 
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7.&. TIle Committee regret that the price .apport opel'ation, (Lemon 
graa oiL jute tobaan etc.) were enttusted to the Corporation for whicb 
it was neither equipped nor had the requisite experience. "This wae 
oae of the fields where Government had been experimenting through 
aD ad hoc organisation like STC:' The Corporation not only au1fered 
ben'Y 1018 (IlJ. 6S,40 lakhs on lemon grass and cotton) in thme opera· 
tiona but .., failed to give satisfactory service to the trade, 

7.7. The Committee are unhappy with the decision of the Govern. 
ment to haod-over lOch an important operation (price suppon opera­
tion) to STC without 88leSSing ita capacity and experience. They note 
that the Government have realised the need of a separate organisation 
to deal with the problem and have appointed a Committee to go into 
the matter. It is hoped that the Government would expedite the deci. 
sion of the Committee for setting up of a separate organisation at an 
arly date. 

(ii) PTice Support Operation for 'Bleeding Madras'. 

7.S. The Committee having noted that the STC had agreed to bear 
file losses on .peciaI marketing arrangements for "Bleeding Madru" 
IIIldertaken by the Handicrafts and Handlooms Export Corporation. 
enquired wIIat were the special circumstances which impelled the STC 
to agree to that. The STC in a. note has stated:-

"The demand for Bleeding Madras in the United States started 
in 1959. It was to a major extent linked up with the drive 
and publicity undertaken by the Handloom Export Organi­
sation (of which HHEC is the successor organisation). The 
demand steadily increased except for a fan in the yean 1960-
1961. To ensure an organised expansion and export of 
Bleeding Madras fabrics, Government of India introduced 
certain meaaures such as compulsory pre,inspection, 800r and 
ceiling prices an.. export quotas. The exports of Bl~h,tc 
Madras from the year 1959 to 1965 are as folloWl:-

1959 
1960 
1961 
1962 
I96J 
1964 
1965 

---------

l'aiue 0/ e;I'M" 
(RI. in taihsf- --

169.24 
47.77 
47.74 

191.48 
296.08 
411.'" 
6\S.8~ 

------------
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"Total ."eign exc.hange earned by these exporn \amounts to 
as. 11.77 aora. By the middle of 1965, there was a sud­
den lihrinkage of orden from ovene3ll. This was mainly due 
to (i) the export of Jarge quantity of garments manufactured 
out of Bleeding Madras from India at low prices, (ii) the 
production in the United States market of Bleeding Madra, 
fabrics by US mills, and (ii) a sudden t:hange of fashion. By 
the end of 1965 there was a sharp crash witnessed in Bleed· 
ing Madru market with a massive accumulation of stock. 
Even though some efforts were made to try to get the hand-· 
loom weaver to stop further production of Bleeding Madral, 
the production pr~sses which wete in the pipeline led ~ 
timately to the aaumulation of 8 million yards of doth b, 
early ]966. 

-The aa:umulation of fltock of over 8 million yards of the value 
of nearly R.I. 2 aores resulted in grave distress among all 
seeton of the industry and created major unrest among the 
weaving community, and Government received. a very large 
number of representations for the introduction of adequate 
relief mrasures to mitigate the distress. A meeting was cal­
led on 211l1t January, 1966 by the Commerce Minister which 
wali attended by the Secretary, the Additional Secretary, 
and the Joint Secretary of the Ministry of Commerce, the 
Chairman. -STC, Financial Adviser, STC and the Executive 
Director. HAEC, where various proposals for relief were dis­
cussed. It was suggested that the HREC might undertake a 
special Marketing Scheme for Bleeding Madra.,- The Execu­
tive Director of HHEC who was present at the meeting. 
made it very dear that large losses were im'olvcd in any 
IUch scheme and that the HREC was not willing to under­
take any measures which would result in such losses 'lIlless 
the losses were guaranteed. It was ultimately decided that 
the STC would make the required finance ayailable to 
HHEC. bear all establishment and other expenditure and 
meet the loss arising from this tramaction. Accordingly. a 
Special Marketing Arrangement was introduced. under 
which. HHEC would buy all exportahle quality of Bleeding 
lIadras after due inspt,ction by the Textiles Committee, tl>e 
price to be paid being Rs. 2.05 per y:tnl for washed and n­
port-paned goods ;md Rs. 1.95 per yard (or loomstate anti 
loose goods. Under this scheme, a quantity of o\'er 7 mil­
Don ~ds was offered to HHEG. The Textile Committee 
tmpecttod and passed a quantity of 4.27 million Y'anls in 
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washed finish and 0.21 million yards in loomstate finish. 
Accordingly HHEC brought 4.48 million yards valued at R.s. 
91.69 lakhs, besides_shipment samples ·of the ,'a]ue of Rs. 
0.14 lakhs. 

'\'arious measures were undertaken by lhe Government and the 
HHEC to re\'ive the export market for Bleeding Madl"a8. 
A delegation headed by Shri Venkataraman, the then Minis­
ter of Industries, :Madras, visited Europe and the United 
States and HHEC undertook several other measures through 
advertisements, promotions in department stores, etc., to reo 
create interest in this fabrics. Unfortunately the export 
market did not revive. From 1967, efforts were made to sell 
the fabrics in the internal market. 

"Mis. Mulraj G. Dungarsey and Co., Bombay offered to buy the 
entire quantity at 32 cents per yard FOB. They also offer· 
ed to realise a minimnmof Rs. 1.75 per yard in foreign ex­
change provided out of the foreign exchange earned, they 
were aHowed to utilise 75 per cent value to import polyster 
fibre or any other raw material cleared by the Ministry by 
mutual consent. This proposal was not acceptable to the 
Government. 

MIs, Mulraj G. Dungarsey and Co .• approached ~s again offer· 
ing that they were agreeable to purchase the stock at Rs. 
1.25 a yard less 3} per cent commission and that against 
the value of their export; they should be allowed to import 
chemicals required into the country. This offer was refer­
red to the Ministry but the offer was turned down. 

Another offer for barter was received from MIs. M. H. Mehta 
and Co., Bombay. It was decided by Government that we 
should not go in (or any barter deals or anangements with 
private parties. 

By this time the goods had been under storage for two yean. and 
it was apprehended that continued stora~e might result in 
thorough deterioration oE the goods, resulting in a complete 
loss. A further effort was made to find out whether we 

- could find buvers ahroad at the reduced price for the stoLks. 
but no bu"e~ were forthcoming. At the erid of financial 
vear 1967-68' the stocks of goods, under authorisation by the 
STC, were :e"alued on the basis of prevailing market price. 
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The loss as a result of this revaluation amounted to Rs. 42.1~ 
laklts. This Joss 'Was reimbursed by the STC. STC had also 
previously borne all the establishment expenditure as welt as-
interest charges on stocks held by the HHEC. As there wn 
danger of ItocU ckteriorating and as 110 export orders were 
forthcoming, it was decided, in consultation with the STC 
at every stage, to sell the goods in the local market in small 
lots through open advertisements. Small lots were sold by 
advertisement and negotiation, and a quantity of 1.6S million 
yards was sold and delivered. A further bulk sale for the 
balance stocks of 2.85 million yards was then made by nego­
tiation, in consultation with the STC. The party concerned 
has been given time up to end of March, 1969 for payment 
and lifting. 

"The &nandal implementation of these relief measures is 11 net 
loa to the STC of RI. 61.42 lakhs. 

Although HHEC at the time of the meeting held by the Com­
merce Minister on 21st January, ]966 expressed its unwilling­
nell to undertake the scheme unless (i) the finances were 
made available, (ii) all establishment costs were borne. and 
(iii) all 10IIeS met, the scheme in itself was urgently neccs:.:try 
because of the grave problems faced by one of the weakest 
sectors of industry in India. The handloom industry is a 
dispersed cottage industry which had shouldered a major 
burden and showed great initiative by production of fabrics 
conforming to specifications laid down by Government /lOll 

had built up production to S million yards per month. For­
eign exchange earnings over a brief period of six years 
amounttd to Rs. 18 crores out of this one single cloth. It 
may also be added that the export incentive on this item 
wu the lowest amongst all the varieties of hand loom fabrics 
and incomparably lower than the incentives allowed on mil1-
made fabrics during the same peri()(t Therefore, i( the re­
levant a~thorities had not come fon,-ard with adequate relief 
meuures, the consequences would have been very gTave. It 
f. in the context of this that the loss mentioned abo,'e h.~ t() 
be \iewed." 
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7.9. The CoMmittee are unable to appreciate why the Handloom5-. 
and Hanclicndts Expons Corporation and the State Trading Corpora-­
tion were addled with the responsibility for carrying out price 8Uppol·t 
operations for Bleeding Madras which have resulted in a loss of over 
Rs. 61.42 lakhs so far. The Committee consider that if Government 
felt that there was a case for aJlording relief to the handloom industry 
engaged in the manufacture of Bleeding Madras it would have been, 
better to come forward with a well-ronsidered scheme before Parliament 
and taken approval to the grant of subsidy in the special circumstances 
of the calle. , 

7.10. The Committee need hardly point out that if the trade and 
Government had shown vi8ilance and aBsessed properly the trends of 
demand in the foreign market, they would not have found themselves. 
in the unhappy position of accumulation of large stocks with bardly 
any export demand. 

7.11. The Committee would like Go,'ernment to derive the neces.~ 
lesson from this costly lapse and ensure tbat the State Trading Corpo. 
ration or its IUbridiary are not saddled with finandal burdens agllinst 
their better commercial judgement. 

B. Purchase and Sale of Imported Cars 

7.12. STe purchased used imported cars brought into the wunU), 
by foreign diplomats and others and sold the same to the roHCJI,I·ItI~ 
r,ategories and users:-

I. Tourist Promotion. 

2. Rashtrapati Bha"an. 

~. Raj Bhavan. 

4. Defence Requirements. 

5. Central Government, State Government!!. 
~~~ . 

6. Public Undertakmgs. 

7. Sale to the public through tenden. 

., .. "_. ....... 
.l .. y-'7"'t"C·"" ....... ~ 

7.13. Government of India recently (12th November, 1968) modified' 
the system of. allotment and sale of imported vehicles as follo,,"5:-

(i) Except for the categories of users mentioned in para (ii) be-
low vehicles from STe's stock, irrespective of the size, horse 
power or the type, the vehicles would be sold only at the 
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market price on tender basis. If, however, a GoVerllDleDt 
department or a public sector undertaking at the Centre or 
State wanted a particular make or model of vehicle from 
the stock available with STC for special purposes. such as 
VIP escort, border patrol, defence duty, anti-smuggling duty. 
ek., tllt')' might make such requests direct to STC and STC 
will seU such \'ehicles to the Government Department/Pub­
lic Undertaking concerned at the Reserve Market price with­

out placing such vehicles for sale on tender basis. 

(ii) The following categories of users were eligible for allotment 
of cars by placing their indents direct with STC:,.... 

(a) Tourist Promotion. 

(b) Rashtrapati Bhavan. 

(c) Vice-President of India. 

(d) Raj Bhavan in the various States. 

(e) Minister of Cabinet Rank of Central Government. 

(f) Chid Ministers of the State Governments. 

7."'. Thl' following elements ,,'('Ie taken into account in determining 
the price of the vehicle when the same was sold to priority users:-

Purchase price plus custom duty plus 2 1/3 per cent of incidental 
charges on the actual i.e., garage repairs transfer fee, main­
tenance whichever was higher plus 10 per cent to Corpora­
tion's service charges. In case of sale of cars to Rashtrapati/ 
Vice-PresJdent and Raj Bhayan the clement of custom and 
excise duty was not taken into account as they were exemp­
led from i,ayment of custom duty. 

i.15. Commission charged by STC on the sale of such vehicles was 
10 per ceut. 

7.16. Aslc..'tl the maiu reasom [or which the sale and purchase of 
foreign cars was entrusted to the STe., the MinistrY had !otated that the 
foreign ('ars sold in lndia fetched yery high prices in ~'i(!w of tile gene­
ral ban on imported of ioreign cars into the country. Before the sale 
and pllJ'(:ha~ of fOl'eipl cars was entrusted to the STC., diplomats and 
otlwl" pri\'ilt'f(t'll persons could sell them to local buyers at prices which 
'were <:onsitteTably higher than the d.f. prices. Since these pt:rsons 
wcre allowed to l-ep:th·jate uleir earnings When they left India, in foreigu 
t"xc:ha'ugc ibIS invoh'ed an una"'oidablc drain of foreign exchange. 
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Moreover, blackmarketing in cars 'was also rampant. It was, therefol'e, 
decided that those who imported cars into India should sell them only 
to the ST,C at prices which were arrived at according to a fixed for­
mula. When STC sold cars in open auction, the profits accrued to a 
Government undertaking and this profit could be utilised with advant­
age in the promotion of 'difficult sell" items where promotionai losses 
''''ere unavoidable. 

7.17. The profit/commission earned by the Corporation during the 
last 1) years on the purchase and sale of foreign cars was as follows:-

1963-64 
1964-65 
1965-66 
1966-67 
1967-68 

Profit 
(Rs.) 

27>4~,577' 28 
28,24,016' 66 
38,01,055' 96 
52>49,851' 27 
38,33,729 . 93 

7.18. Asked about the expenses incurred on the staff employed by 
the Corporation for the purpose, the Corporation had stated that until 
'September, 1968 the Imported cars Cell was part of the Administration 
Division, thereafter the Cell wa~ transferred to the Engineering Divi­
sion; in either case, &eparate account of administrative expenses incur­
red on the Imported Cars Cell was not maintained. 'Vilh the reOlga· 
nisation of this Cell and the introduction of system of performance 
budgeting separate account will be maintained with effect (rom 1st 
.\priI, 1969. 

7.19. In reply to another query, the Corporation had stated that the 
annual expenses incurred on this business was approximately Rs. 33 
lakhs towards customs duty, godown rent and insurance. establi.,hme.1t 
and other expenses. The total staff employed for the purpose was 4G. 

7.20. The Chairman, STC, infonned the Committee during evi­
denc~, that a radical change in the system bad been introduced. Some 
facilities had been introduced for the customers, The cars were not 
being sold now on 'as is where is basis'. Customers could start the en­
gines themseIvCt; amI have another trial and could also have a look in­
side. Alilt'u about the payment made (or the cars, the witness stated 
.that the diplomats dl1t~· 011 that wa~ worked out and paid to the eus-
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tOlDJ. In regard to the profit earned on the sale of these cars it was. 
stated that the Corporation made a profit of Rs. 38 lakhs last year on 
a total tum over of RI. 1 crare. 

1.21. The Committee note that tbe Corporation no; effected latest 

Imp~ in the ~ of imported ('.an by allowing more facilities. 
to the CUItOmen. They would suggest that the Corporation should in-
troduce beuer auctioaq arrangement to draw more bidders from all 
ot'er the COUIltry and Ihould attempt to reduce the time lag in the dis­
poaI of the imported vehicles. STe may consider raising its pet'cent­
ace of mmmiwioD on the salea of RICh vehicles (rom 10 per cent to ... 
higher &cure to enable it to raise more margin of profits to h'! divf',.rt· 
eel to the ale of 'difficult to sell" items: 
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PRICING POLICY 

In response to the Committee's desire, the State Trading Corpora~ 
tioll has furnished the following note on its present and future pricing 
policy in regard to imported items:--

"The Reviewing Committee is examining this question ir. depth. 
In its interim report it referred to three schools of thought in 
respect of import and STC's margin; social henefit aud there­
fore, no profit; strictly commercial functioning and therefore 
maximum profits; and the middle course, the Corporation 
acting as an instruuient of Government pol icies-f..'conomic, 
mal or/and commercial; profitability being determined by 
Government at its discretion or at least guide lines gin:1I as 
to the level of profits or losses it should make on ~h'cn trans­
actions. 

The import items for which prices are fixed for release to actual 
userslconsumers could be categorised as follows:-

Categor,), A-Itt~ms canalised through STC where there is little or 
no imlir,enolls angle. 

Items like Nitrogenous Fertilizers and Muriate of Potash (:arry 
a pool prke fixed by Government (Mini~try of 1'0011 and 
Agriculture). In the case of other items like Chil('an Nit­
rate and Rock Phosphate STC's release prices are fixed in 
relation to the aClual cost of import. 

CategOli' B.-Items canalised through STC but there is also 
indigenous production of same or substitute materials. 

In such cases like Caustic Soda, Soda Ash lig;~t and SotIa Ash 
heavy Synthetic Yarn. Soyabean oil or Tallow. the selliug 
price is fixed taking into account the import costs as well as 
the selling price of the indigenous or altermltive materials. 

Category C.-Items not formally canalised hut Corporation ask­
ed to import on a continuing basis to fill the g-ap between 
requirements and indigenous production t1r imports 
through other channels. 

69 



70 

In Ihcsr' ('a~c~ imports are made on assessment of demand at a workable 
'lelling price covering actual import cost and a margin of profit for STC. 
Example!! of such imports are Sulphur, Sodium Nitrate and Sodium 
Sulphate. 

Categcn), LJ.,-Jmport of items in respect of whkh the market is specula­
tive and private imports are likely to involve large profits. 
for middle-men. 

IQStances of IUch items are Camphor, Menthol, Cloves etc. Price' 'of 
sl1ch commodities are fixed in relation to market prices~nd other 
factors. 

Clllegory E.-Other imports; On these the Corporation makes generally 
a Sf!rvice charge of half per cem to three per cent: Example 
ut such imports arc: News Print!!. wood pulp etc. 

Go\,crtunenr laid down certain guidelines for pricing policies of 
public enterprises in De('ember. 1968 for manufacturing enterprises. Jt 
was indicated that pricing of their product~ should be within the basis­
of the landed cost of comparabl<: imported goods, prices so fixed should 
he operative for a peri(KI of two to three years exception being made 
in case!; where the imported Lo.b.ic.i.f. price is artificially low or our 
own cost of prodl1ction is vcry high; the latter c;'Ise would be fixed' 
after rcference' to the administrative Ministry conccrned for examina­
tion in depth in cOllSlIliatifln with Mini!itry of Finance, Bureau 01 
Public Enterprises etc In regard ttl trading organisations like the S'l C 
or MMTC. it W:lS indirated 111:11 it may not he necessary to prescribe­
any guideJinr.". 

8.2. During ~'idt:n(:e. the Committee asked whether it was 1Iot pos­
sible for the STC to have an escalation clause that in case internatJOll,lt 
prkc!i wenr up, the local purdlasers and actual users would il:l\'e to' 
pay extra. Chainnan, ST\.. replied that it wa~ a \'cry important point 
and was being discussed with the ~finistr)' and by the Rl'\'iewing CHm-
mittcl'. It. in fat't, concerned the Corporation's pricing policy. He, 
however. addl'C.l that on such ocGlsions. it would bc a good polin' to· 
supply the goods to consumers at a reasonable price rather than .n a 
price the STC bought. Expressing his opinion. the Chainnan. STC. 
staled that the Corporation should in most cases take the ri!>k of ups 
and downs to assure the market ;1 ruling price to keep them compe­
tluve. Asked how it was possible to make the imports (or the country 
on the lowest prices, the witness stated that in spm~ cases joint buying­
was useful because when four or five queries. went from India. lhe 
market abroad was Hkel~ to fiare~. He added that ~Ilcs in the world 
were getting rombined. ~ 

',:;; 
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U. The Committee understand that the recommendations of the 
1leviewing Committee, on the pricing policy are still awaited. They 
IJope that the Reviewing Committee would give its best attention to 
this subject and formulate its opinion as early as possible.. It need 
hardly be stressed that on 'the pricing policy depends the result of the 
trading activities of the CorpOration. 



.' 'I' IX 

EXPORT AID TO SMALL INDUSTRIES (£.A.s.I.) SCHEME. 

The U.s.l. Scheme initiated by STC aims at fOitering direct busi· 
'nell8 ulation.hipt between the Indian manufacturers and foreign int· 
porurs. It atttmpta to remove the difficulties which might prevent the 
smaller manufacturers from entering the export field. • 

9.2. The number of industrio applied for assistance and those who 
~t aw,lance during the yean 1964 to 1967 Was:-

-----------------------------

No. of Units applied 
under HASI Scheme . 

No. of Units assisted 
under HAS I Scheme . 

1295 

1965 1966 

1855 

1967 

2103 

--_._-_._-_ .. __ ._ .. __ .. _----
9.5. The Corporation has stated that the assist~ce u~ed nnder 

t:ASl Scheme had proved quite effet:tive in as much as the exports had 
increased year after year. The year-wise export figures under [ASI 
Scheme together with the progrn..,i\'c total was as under:-

.. ,---- ---------

I. 1963-6.4 
~. 1964-65 
3. 1965-66 
4· 1¢6-67 
5· 1961-68 

TOTAL 

Rs. 

2,28,363 . 03 
13,8,,616 '91 
27,01,663' 27 
33,82,432 . 89 
61,02,474 '04 

9.4 From the beginning of EASl Scheme upto March. 1968. the 
.corporation had exported 67 items to 49 countries on behalf of H4 
,participants. 

9.5. It has been stated that in order to devise ways and means to im­
prove the working of the scheme. a Consultative Panel had ben! set 
• .up. The 'Panel 'was considering various aspects of the schenH' and 
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would suggest metl1<xl to imprm'e its working. The deliberatlOll!i were 
continuing. 

9.6. In reply to a query whether it would be better if the .Expolt Aid 
LO Small Industries scheme was entrusted to an organisation such as 
National Small Industries Corporation which is more attuned to the 
needs of the Small Industries than the State Trading Corporation. the 
latin stated: 

"No. In our view. the services of Ihe Corporation's foreign olficc~ 
and export mark.eting in different products. also manufactured in the 
~mally sector. sholild be availablcs to the small manufacturers in the 
country. The Corporation is accordingly developing regular consulta­
tion . alTan~ments with representatives of small manufacturers and 
Small Industries Corporation in the different States". 

"Accordingly. EASI Division has been re-organised by linking the 
'Iliall ~cale industries directly. on the basis of commodities, with the ('.om­
Il\.)(lity Divisioll ill Ol(\U ((0 strengthen the export effort of the small 
scale industries sector. Overall co-ordination and general servicing of 
this sector and a further tie-up with the State Small Scale Industries Cor­
poration wherever they exist is being developed as a part of the servic­
i JIg cI ivisions". 

9.7. \Vhereali the Governmelll il: reply to the same y'ueslion has 
stated: "'Ve consider that the export aid to small sectors scheme should 
mntinue to be operated by the STC as it is better equipped than the 
National Small Industries C'.orporation to promote exports. STC. has 
already developed an expertise ill the promotion of exports of smaJl 
producers as it has been implementing the scheme for ahout ht.'Ven years. 
Further STC has better financial resources compared with N.S.l.e. and 
is, therefore. in a stronger position to provide financial assistance tc: 

small exporters. STC is already engaged in organising export' o( a 
wide variety of goods produced in the country, and any scheme of special 
assistance to small exporters is only a Jogical extension of the activities 
of STC in its export efforts. STe's efforts however need not prevent 
N.S.I.C. in haling its own programmes of aMistanee to small exporten·'. 

9,8. The Committee feel that export aid to small Scale Industry 
Scheme shoaId mntinue to be with STC as 'it is better finaroaJly equip-
ped to provide assistance to small scale industry and has devdoped 
an aperdae in the promotion of exports." The Committee are of the 
view that a closer ro-ordination and concerted efl'orts between STC and 
NSIC are needed to increase the exports of smaIl scale industry. They 
feel that the reorgani sation of EASI division of the STC undertaken re-
cendy ~ a step in the direction. 
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ORGANIZATION 

(4) Board of Directors 

The Committee having noted that there were no non-08icial meID­
ben ou the Board of llireums of the State Trading Corporation, en· 
quired whether there was not a need to have non-official members (rom 
bminess-communily on the Board in view of the present functions ot 
the Corporation. The Ministry in reply stated:-

"The Board of Directors or STC consists of a full·time Chahman, 
three full·time Directors and four other Directors who are 
officials repnsenting the MMTC and the Mint!>lTies ot 
Foreign Trade 8: Supply, Finance, and Food 8: Agrlt;ulture. 
As a Trading organisation. the Board of Directors has ttl 

lake elecisions Oil a day.to-day basis on several commercial 
Iransaclions nnel such responsibilities can he discha~ed 
effectively only by full·time Directors. The association of 
officials on p3rt-time hasis as ml"lTlbers of the Board is intended 
to enable the Board to have the benefit of the views of the 
Mini!ltries elirectly concerned with STC's husiness. There can 
he no such justificatioll in bavinll nOll-officiaIs on a part-time 
halis. "·,,rther, it rna\' not be advisable to ha,'e 011 the Board 
non-officials who are a("l ive\y en(l3geel in business. as STC may 
be dealing with items ill which such business men are also 
interested ... 

"Jt may. however, be pointed out that STe's policy has been to 
umciatc members of the business community, wherever 
possible. in its trading activities. EX:lIDplcs arc. the consul· 
tath'c panels for art silk yarn. wool etc STC proposes to as­
sociate represent .. ltives of industry and trade in all its major 
trading :tClivities in consultative and advisory capacities in 
rututt." 

10.2. The Commiut.-e hope that the association of representatives of 
inclaltry aad tracIe with all the major trading activities of STe, as is 
propoeed to be dcme. would help the Corporation to take acmmtaF of 
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... aDd esperieac:e of the private bodies and thus serve the interats 
4Jf both private and public seeton industry effectively. 

~jj) Administrative set up 

10.3. The Reviewing Committee on STC appointed by Govern­
ment in April, 1968, had given an interim Report. In its Report the 
Conunittee had made certain recommendations on the administrative 
set up of the Corporation. The Committee on Public Undertakings 
during evidence enquired what were the main changes that had been 
introduced in the administrative set up of the Corporation in pursuance 
of the Reviewing Committee's recommendations. The Chainnan STC 
stated that the Corporation wanted to introduce into the Corporation 
an "industrial culture-the method.. of working and approach-in a 
way that the system is industrial and not purely administrative." He 
added that "we have 8attened the pyramid of delegations in the or­
ganisation ... 

lOA. Giving details of the reorganisation plan, the Chairman en­
umerated various steps taken by them in this regard. (1) The struc­
ture was proposed to be divisionalised. There will be three marketing 
divisions, fourth division to look after services and the fifth to look to 
the financial affairs. Each Division will be headed by a Director. (2) 
The Board worked as a Committee, meeting every week, to discuss pro­
blems both individuaJIy and jointly. (3) Details of delegations at all 
levels were being gone into (4) the principle of Accountability had 
heen introduced. By 12th or 13th of the following month, complete 
'et of records and accounts of the activities of the organisation in the 
previous month including profit and loss account, together with their 
5tocks was being prepared. By the end of 1969, the Chainnan, STC. 
hoped to have even a weeklv profit and loss account. The Chainnan 
funher stated that from 1969-70. it was contemplated to start "perform­
ance budgeting system". 

10.5. The Committee observed that essence of efficiency lay ill 
quick decision and upholding of those decisions bv the higher-up~. The 
Chainnan, STC, informed the C'Ammittee that he and his Directors. 
General Managers and functional Managers met weeklv to expedite 
matters. He stated that thev had gone a step further as. "the Chairman 
decides nothing bv himself, he decides with the Directors. They put 
it up before the Committee of Management. where the Director!; are 
,ittin~ together and decide. At least T myseH have a feetin!! th;,t the" 
~hould have my full rupport. 

10.6. The Chainnan also revealed that a senes of Committees to 
bring in "Ol,"~ mana~er~ intn rledsion-makinl! had been appointed. 
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107. The Committee asked whether accounts would be prepared 
Division-wise or Commodity-wise. The Chairman explained while it 
was difficult to allocate small commodities but each Division would 
have its own profit and loss account and within each Division major 
commodity-wise could be high lighted. 

(iii) Reviewir'g Committee 

IOJI. Revic:wing Committee was set up in July, 1968, to make the 
I"t'View of the trading techniques and methods of the STC and its pre­
sent organisational structure with a view to take necessary steps for 
further strengthening and improving its operational efficiency. 

10.9. The Committee has becn asked to rcview: 

<i) The trading techniques ;\Od practices of STC in relation to 
IIl1ch items of trade as have been canalised for exports and 
imports through the Corporation: 

(ii) The organisation, programme and method of work of the 
foreign offices of the Corporation; and 

(iii) Thl' administrative .lOd organisation arrangemeUls at the 
hc;ul(1uartcl1I and regional offices of the Corporation. 

10.10. In the light of this review, the Committee will suomit its 
conclusions and recommendation'! on matters which require urgent 
decision and action within three months. 

10.11. TIae Committee are happy that the Goft.l'DlDellt have taken 
such urgent Itepa to auesa the fuDctioniDg of. the Corporation with a 
view to recqa.nUe ita actiTities and its orpDiational let up aDd hope 
that the R.eriewing Committee will produce very fruitful resu1t&. 

Interim Report 

10,12. The Reviewing Committee was asked to produce the interim 
l'cport in three months. The Interim Reviewing Committee has given 
priority to the !'ubjf't't of the COJporation's structure and system because 
these are its urgent neel.is. The other subjects like objectives. role, ope­
rations. canalisation. associates, agents etc. The detailed examination 
has been left for the final report. 

lO.lS. Main changes made in the Corporation in pursuance of the 
recommendations of the Reviewing Committee are:-
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l. Expanded structure of the Board 
The Reviewing Committee recommended that the Board should be 

expanded to consist of Chairman and five working Directors; three 
Marketing Directors, each with a more compact group of products; one 
Director in charge of Planning and Services; and a Finance Director, 
who should be "playing member" of the Board team, by upgrading 
the post of Financial Adviser. 

Government accepted these recommendations; 
one Marketing Director and that of the Finance 
cessed. 

2. Constitution of 11 Committee of Management 

and placement of 
Director is being pro-

For enabling the Board of Directors to have time at their monthly 
meetings to review accountability reports covering the trading activities 
and financial results of the Corporation during the month, and thereafter 
Lo give it policy direction, guidance and advice, the operating function 
of running the organisation day-ta-day have been entrusted to the Work­
ing Board (Committee of Manag-ement-COM). The COM consists of 
Chairman and all the working Directors; it is expected to meet weekly 
or more frequently if required. The COM started functioning on the 
27th August, 1968. 

3. Setting up of permanent and temporary Committees 
To widen responsibility for decision making by associating and 

involving both line and staff management at different levels, the review­
ing Committee had suggested that more use should be made of both ad-
hoc and pennanent Committees. A number of Committees were ap­
pointed e.g. for reorganisation of the Library: Imported car Cell; Mail 
and Correspondence; Corporation Building. 

The three permanent Committes constituted by the Corporation 
are:-

(i) Buying Committee: This consists of the three Marketing 
Directors, Finance Director and an Economist with concern­
ed Divisional Heads and Marketing Managers in attendance. 
This Committee would be responsible for the entire buying 
operations undertaken by the Corporation, particularly in 
view of the increasing responsibilities devolving upon it; 
this would enable quick and timely decisions being taken 
after a careful survey of available sources,prices, appraIsal 
of market trends, production and consuming patters, avail­
bility within the country and needs of the industries. 

(ii) Finallee Committee: This Committee consists of Finance 
Director, three Marketing Directors, Lega! Adviser, Credit 
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Servicea Manager, twO Chid Marketing Managen by rotation 
and me concerned Marketing Managera and Finaoee 0fIic:eI 
in auendaJlCe. This Committee would consider various 
propoaalt for financial asautance to auociates and IUppliera, 
examination of the poaition of debtors outstanding. inven­
toriea and over-all employment of working capital and other 
~1ied problems which the Management may entrust to it. 

(iii) Persunnel Committee: A Personnel Committee consisting 01 
the Personnel Director. mree Marketing Directors. Personnel 
Manager and two Chief Marketing Managers by rotation. 
This Committee would review the utilisation of man-power, 
trammg. and all matters pertaining to personnel such as 
recrulunent. training promotion, transfer welfare and 
development. 

Theae Committt'e!l were ~t up in February, 1969 

1. lle-organisation 0/ lJlt:l.ciun,f 

The allocation of work amongst various Divisions haa been reorga-
nh.<,d ill the light of the recommendations of the Reviewing Commit­
Wf', As a result of this re-organisation some of the main changes are:-

(a) Abolition of three post. of General Managets. 

(b) £AS! Division has been reorganised by linkins' the small 
scale industrit's ,tirectly. on the basis of commodities. with 
the Commodity Divisions in order to reinforce and strengchen 
the development of lIDall scale industries sector. The overall 
co-ordination and general servicing as well as liaison with the 
State Small Scale Industries Corporations. would be under· 
taken by a separate cell ;as a part of the Setvices Division. 

(c) The creation of Textiles Ie General Products Divisions. as 
recommended by the Reviewing Committee. 

S. Hail/minI{ 0/ s/ructural pyramid and Maru, Oriented Designations 

As recommended by the Reviewing Committee the multiplicity of 
designations and grades have been simpli6ed operationally at three levels 
and new 'marketing-oriented' designations have been adopted; i.e. Chief 
Marketing Manager. Marketing Mana~r and Deputy Marketing 
Manager. 

With the changing of the de5ignations and reduction in the number 
of levels. ai particular sub-division can DOW function under the dJarp 



\.1 a Markt"ting Manager audlorised to take decisions at his level, where 
necessary. and repon directly to the Management. 

6 .\lmfrl'n Pl~,.sonn(>1 Mm/aw'ment Po licit's 

As a part of dle prognmme for developing scientific personnel 
managerial policies and practices, an inventory of dle managerial talent 
tJas been prepared; man-power planning is being attempted to meet the 
long term requirements of the Corporation in the light of individual 
\[anagt'rs' performance and his potential for growdl. Managers art' 
being encouraged to participate in different Management and Marketing 
Seminars; the Corporation has itself organised one seminar on Financial 
Management and two odlers are scheduled to be held in April, 1969. The 
rules of dle Corporation for recruitment, promotion and retirement are 
under review and service Divisiom are bein~ reo~ised and separate 
Units for Quality Control. Transport and Economia and Statistk~ arc 
bein~ developed. 

7. R~l)r{!,aniwlion 01 lorei"" ottic~s 

Foreign offices are being reorganised primarily with a view to making 
\ hem a focal point for facilitatin~ exploration of export potential not 
only in the country where the offices are located but also in dle neigh­
bouring markets. In order to Itren~then dle functioning of dlese offices. 
luitable techmcaJ assistance e.g. En~ineer is beinp; provided to give 
proper and quick after-sale services. The working of dle foreign offices 
is being reviewed and unproductive expenditure is being curtailed 
induding widldrawal of unnecessary staff. 

~. rontrol on Ol.erheans-Fstablish men I Fxpendltul't' 

The Reviewing Committee commented upon O\'er-employment in the 
Corporation. There was an intake of about one hundred persons rec­
ruited during April 1968 to August 1968 but since then dlere has been a 
"freeze" on fresh intake except :It the specialists level and no fresh 
:tppointment is being made without examining the possibility of meeting 
the requirements by internal adjustments. An improvement is, therefore, 
bein~ pursued to ensure dlat staff are more usefully employed, where 
there is need. such as in accounts, in expansion of exports and in view 
projects are providing requisite support to the new Service Units being 
developed widlin the Corporation. Revised systems of delegation of 
authority are being introduced with built-in control to ensure over-all 
economy, rfliciency and s~d. 
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9. Perio(lical formal 'IJtlSllitatiom with industry and trade, foreign 
repnpsentations and Government 

The Corporation is developing a system of regular consultations with 
represhentatives of industry and trade, foreign representations and 
Government. This consultatioll system is being placed on a formal 
hasiR so that in respect of its operations, free and frank. discussion is 
pos.~ible to secure guidance and advice in implmenting its policies and 
improving in services to the industry and trade as well as to the eus­
[omers abroad. 

10. Performance Budgeting and System of Accountability 

The Corporation has introduced a system of Performance Budgeting, 
.preading, a sense of financial di!lcipline in its operations, the Corpora­
tion's management carefully examining and quantifying its intentions 
and, Lhrough (ollow-up at:tion, to maximise output and mmlmlse 
imports. This is an exercise in self-examination through planning and 
appraisal and gives to the Corporation and to the Share-holders a 

valuable instrument of control, as it spells out the Corporation's inten­
tion in temM of sales. expenditure, cash, manpower and resources 
employed leading up to profit ancI loss for the year. 

The Corporation has alre:ttly organised a system of accountability 
whereby progress of its operations is watched through a process of regular, 
indeed. continuous reporting. wel'kly. monthly and quarterly. 

II. These measureA have helped in the increased participation of the 
work.ing Directors :md line ~md staft management at different levels in 
the process of decision making which, it i~ hoped. has improved qualita­
tively as well as in speed." 

10.14. The f'..ommiuee are happy to Jearn that the Corporation has 
r«ently introciuct"<l a system of preparing monthly and quarterly report 
of the activities of the Corporation and propoae to introduce 'perfonn­
auce budgetina system'. llesoIts of the periodical activities would en­
able the Corporation to spot out the areas of weakness . and suggest 
prompt rem.d.ial measures. Such:Reports, the Committee feel, should 
sene as a model to other Public Undertakings and they should adopt 
'management accountancy' in their undeI1akings abo to dhect their ac­
rivities. Apan from this, STC have enunciated more delegation or 
powers and have decided to bring younger managers into 'decision JDak. 
in~ functionlL This is a weirome feature. 

(iv) Regional Offict!s 

\0.\5. The Corporation has three Regional Offices at Bombay, Madra~ 
and C'.akuua. During the last MIlT years 11004-65 to 1967·68) the 
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establishment expenses ;. nd sales (turn over) of each office were as 

under:-

(in Rs,) 

Bombay Madras Calcutta 

---------

1964-65 
Establishment 4,11,408 3,93,598 6,24,795 
Sales (turnover) 4,72,70,949 1,87,14,300 93,36•61 4 

1965-66 
Establishment 5,84,887 5,87,984 5,39,738 
Sales (Turnover) 6,46,09,312 1,77,78,370 66,80,134 

1966-67 
Establishment 8,85,409 11,82,245 6,03,191 \'{'ig Ind 
Sales (turnover) .21,40,86,240 7,12,88,006 4,43,97,967 7,54 

1967-68 
Establishment 11,16,830 7,00,324 6,91,100 1,69,94 
Sales (turnover) 38,49,38,519 10,83,92 3 16,63,18,938 

10.16. The Corporation has also stated that the Reviewing Commit­
tee was seized of the matter and the final report of the Committee was 
awaited shortly. 

(v) Foreign Offices 

10.17. The Corporation has 11 foreign offices at Bangkok. Beirut, 
Berlin, Budapest. Lagos, Montreal, Moscow, Nairobi, Prague, Rotterdam 
and Tehran. 

10.18. Expenditure incurred by the ]0 foreign offices during the 
"ears 1964-65 to 1907-68 was as under:-

(Figures in Rupees) 

Sl. Loc:ation of 1964-65 1965-66 1966-67 1967-68 
No. OIfice 

1 2 3 4 5 6 

--
r. Rottfrdam 4,25,191 '00 3,15,799'65 4,64,700 ' 51 4,75,474,60 

2. BerH 27,306 . 04 2,31,003' 71 
-------
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2 4 5 6 
---------------------------------
3· Pn,ue 
4. Budapest . 

S. Beirut 

6, Tehran 

7, Laaoe 
8. BIqkok 

9. Moecow 
10. Nairobi 

1,60"'59'82 93,757'33 1,92"'77'38 1,97,612'22 

3s~78'60 1.59,849,64 J~'98 

2,3°,158 '05 

97,432,6£ 

J ,82,005 . 57 

94.492'''' 
2,66,029' 08 2,84,569' 37 3"'9.677 '19 3,81,071 ,06 

1,1..,162'28 4~S9"() ._-------_._ .... _-------
10.19. In reply to the Lommiuec's questions (a) whether the work 

done by the foreign ofIices could nOl be entrusted to the Indian missions 
abrOA\l and (b) has the Government ever aSIeSIed the utility of having 
IhetC independent offict'!!? If so, with whllt resu]u, the Ministry have 
stated:· .. 

"The Millions abroad ClDnOl be expected to render the type of 
service that the foreign offices of STC render to the importers 
and exporters in India. STC's officers are often called upon 
to enter into direct commercial tranaactiow like buying and 
8elling on bt-h:t1f of the Corporation. wbile such responsi· 
bilities ('an not he undertaken by the Government ollicen; 
working in the embassies. The officers o( the embassies 
cannol aJso be expected to devote fuU time attention to the 
problems of STC'~ trade in vit'w of theiT other duties and 
responsibilit ie!!, 

"The STC is reviewing the working of its o8ica abroad with a 
vmv to strengtnening it and alto making it more senice· 
oriented. Such economies as are possible will also be eJfected 
after this review is over. Government will take such action 
;u is neces. .. ry arter the results of the Rme..· are known," 

10.20. During evidence the Committee were informed that the 
foreign of&cea of the Corporation were being re-orpniled to mate them 

. eervKe bases. The Corporation also intended to open more ofIica as 
the foreign offic:n had proved to be a very valuable instrument of trade 
not only for the public !!ector but abo for the private sector. In reply 
to a query it was stated tbat tht' head" of the ~ omce were rotaled 
in a perIocI of tbfte years. 
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10.21. The Committee hope that with the implementation of the 
mgestioD of the Reviewing Committee the Regional Offices and foreign 
oftices would be organised into e8ident units of the Corporation. The 
foreign ofIices should eerve III centres of information and eervke aseacY 
for the Indian exports. 
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FINANCIAL MATTER.S 

(fi ImJentory and Soles 

Tht following table indicates the comparative position of the 
in\,tntofY at the dOle of the la~t three years:-

(Rs, in lakhs) 
- ""~ ~ ,- . 

J96S-66 1<)66-67 1967-68 

(,) Stcd-in-hand; 58S'45 1,438 '41 3.474' 50 
(i.) Goods-in-transit 306'~2 814'32 522'87 

(iiI) Work-in-progress J '23 11'23 
(tV) Raw material 25'13 68'33 
(tI) Premia on impon en-

titlements in hand 2'84 
(v,) Stores, etc:, a'SI 4'59 10'04 

895'32 . 2,284 '18 4,086 '97· 

.. -~.>-'-'.-,., ... 

11.2, Tht stodt in hanet induding gooc!s,in-lramit at the end or 

'9Ii7,6M representcd ~ .i. months' !k11el\ as compared with 2.J. months' 
sO 10 

1.luring H166,f;7 and I h IJwlllhs' during 1965·66, 

Il.~. The Committee lillli that the Reviewing Committee has 
nOlittl! the followinl( stocit§ of (fflain comm()(titie~ as alanningly 
high:-

M.uriate of Potash 
Nylon & Cupnmonium Yarn 
RawJutc . 
Soyabean Oil 
Sulphur 

Ri, 6, 00 crores 

Rs. 5 '96 erora 
Rs, 1·68 crotes 
Rs, 1'13 ctores 
RI, I '62 crores 

Rs. 22' 39 crores 
w~ __ ~,,~ __ ~ •. ,,~ ~'_"'_ __u __ ,_<-~_.·_ .. ~_. __ ._ ._~ _____ ~._q_ .. . ~-. ____ ~ _ _._. __ ~ 

.,\t the time offactual verification ST(; submitt:-d the tollowing figures:­
Rs. crores 

~111 Stock 1st Oct., Jq6'8 

ReceiptS (at COSt price) 
Su~. (at .. Ie price) 
C.l gin, stOCk (21-3-1969) , 

15'67 
21'66 

26.52 

10,73 
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I U, The Reviewing COlUlDiu<.'e has also stated that 'a total of 
R" 22 crores is tied up at a mOllthly interest of Rs. 16.5 lakhs.' 

11.5. The Committee would like to draw attention in this regard to 
the following observations of the Reviewing Committee:-

"In a trading c:olll:ern it is yet more significant because its nceds 
are liquid and not fixed fUlltis ami unless there is care exer· 
cised. funds in stocks can be tied up unprocluctively. There 
are many Instances of this in the Corporation. where for one 
reason or another 'he stocks of certain commodities are 
alarmingly high." 

11.6. The Committee are highly disappointed to find that ItOreI 
worth R& 40.87 aores have been locked up in 1967-68 involving loa 
of intel"eSt amounting to R& 5.67 aores (approximately) per annum, 
excluding additional cost of storage, deterioration, aupenision etc. 
The Committee urge on the CoIporation and the Government to take 
lIOIDe remedial measures without any more 10u of time. 

(ii) SUlIdry Debtors (I/ld Tllmovt:I" 

11.7. The following table indicate, the volulUe of book debts allll 
sales lor the last three years: 

(Rupees in lakhs) 

Total Book Debts 

As on considered considered Sales Percen-
good doubtful tage of 

Debtor to 
sales 

31st March 1966 1,114 '02 8'71 6,154'57 18'2 

31st March, HJ67 2,778'79 8'68 10,148'18 27'S 

31st March, 1968 3.306'99 18'97 1"'123' 13 23'S 
_._------ --------- ------

1 I ,8, The Sundry debtors represented 2~o months sa:es in 1967-68 
against 3fo monthsjn r966-67 and 2i! months, in 1965~-
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11.9. The inlJowing table indicates the details of debts outstanding 
ror more than one year a~ on !llo;t March. 1968-:-

(_) Debts outstanding for more 
than I year but less than 2 
years . 

(i_) Debts outstanding for 2 years 
and more but less than 3 
yean . 

(ii.) Debts outstanding for 3 years 
and more "." 

(Rupees in laths) 

Government 
Departments 

9·27 

Private 
parties 

C)6'S7 

12"56 

II At the time of faclual verification STC submitted the followiag 
blest figures:-

(Rs. in crores) 

On 1St April. '6S 33'26 

On 1st January, '69 17"54 

Repaid this quaner (ending March '69)" 

On 31St March, '69 

Less deferred payments not due 

Net due 5'71 

11.10. The o..m.Dttee are perturbed to note the ftIue of doubtful 
debts has gone up from R5. 8.7 lakhs on 31st March, 1967 to Its. 18.97 
lakhs on Slit March. 1968. They are a1110 amcemed to find that the 
pen:lCDbIp of de'bton to sales baa lODe up in the years 1966-67 and 1967-
68 • compared to the ,ear 1965-66. They would urge upon the C0r­
poration tn take dkcdwe mealUftS to r«OVft' the OUtICaDding debta. 
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iiii) Profitabilit), 

11.11. The table below indicates the gross profit, net profit after taxa· 
tion and the net profit before tax earned by the Corporation in the Jast 
10 years, 

(In crores) 

Y\:ar Turn- Gross % of Net % of Net % of 
ll"cr Profit Gross Profit net Profit Profit 

in Profit after profit before before 
crores taxation laxation taxation 

in crores in crores 

-------
19S8-~9 35"95 3'33 9'2 "34 ~'7 2·82 7'8 

1959-60 ,p'S2 3" 13 7' 3 1'41 3"3 2'65 6'2 

196:>-61 .,~' 69 3' KI 
" <) l'U - - .~. ~5 4' • 

1961-62 77'39 3'So \' 9 2'02 2,6 3'64 4'7 

1962-6) 86, S1 5'23 6'0 I',P ['6 4'30 ,1'9 

1963-64 5S',)9K Y4S 6,1 0'60 1'1 2'22 3'9 

1964-65 4u' 46 \' III 10'4 /' 74 ",.7 4' 77 /0'2 

1965-66 61'55 5'20 K'6 I' 59 2'6 4'24 ':i'9 

T966-67 TO/' ,IS 4'86 4'S 0'87 0'9 2'34 2' 3 

1967-68 141'23 II '67 8'26 2'3/ /'64 7'67 5' 4 
- ---.-----~-. -.--~----.-.-. -----, 

11.12. The Committee during evidence pointed out that the s:r.c.'s, 
percentage of net profit Crom the year I96i had ranged between 0.9 to·1 

~.7 and had in fact gone down from 3,7 in 1958-59 to 0.9 in 1966-67 and 
asked whether this percentage of profit of a trading concern like S.T.C, 
was not too low? The Chairman, S,T.C, stated that in fact, this was 
the whole basis of pricing policy. It was for the first time that expen­
diture of the Corporation had gone down over previous years in spite or 
the escalation of 8 per cent or 10 per cent, The Corporation was bringing 
dOWll the expenditure further. But he added t hat the Corporation had 
to perform many services and on some it Iml. On many! products the 
Corporation. being a service organisation, rendered S¢fvic~ without 
recovering anything from private indmlrics, He added for example the 
foreign offices of the Corporation were at the disposal of pri ... alc industl1 
also. They did a lot of useful work, The Secretary 01 the Ministry 
dIlring the evidence on this point stated: "The hest way to judge the 
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11.16. The Committee appreciate the dIoru of the Corporation to 

improve ita fiDaDcial positioD by issue of boaus shares and by capitalising 
reaerves. The Corporation have been able to enhance the perceotage 
'If divideod from 10 per cent to 15 per cent in 1967-68 and has declared 
interim divideacl in current )'ear, whicb are welcome features. The 
Committee hope tlae Corporation's financial position will continue to 

implOft. 
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,Jpf'il 26, 1969. 
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894 (Ai) ~7. 

G. S. DHILLON, 
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APPENDIX 

SU!m1lUl'Tli of Conctusion.t/,Recommendations of th~ Committee on Public 
Undertakings contmned in the FiftY-firn Report. 

S. No. R f, to para 
Yo. In th 
Report 

2 

1 2.12 

2 3.7 

Summary of Conclusions!Recommendations 

3 

The Committee agree that in a mixed economy the 
STC would best di!!cbarge its role as an 'efficient 
eatalyst, a developer, and pace setter'. The Corpora-
ion should also conduc.t its affairs a8 to earn the con­

fidence of trade. Whether in public or in private sector, 
by adopting a help!ul attitude towards all engaged 
in common ndeavour 0 boosting up India's dev -
loping economy. The Committep. note the assur ance 
given by th Secretary, Ministry of Foreign Trade 
lind Suppt, t hat 'STC has not, cannot and will not 
overstep its fUnctions.' The Committee would also 
like the STC to examine carefully the criticism made 
by various interest. about its working. 
'fhe Committe find that the STC is satisfied with its 

p;oc. nt trad.in~ activities. a view tha tbey (Com­
mittee) are unable to share. Considering the large 
organisational set up of the Corporation and the 

pitnl mployed by it the present share of STC in 
be country's t rade is only 3 to 4 per cent. More­

over the value of exports made by the Corporation 
in 196'1-68 has fallen by Rs. 7.5 C'rOl'es in comparison 
to th export!; of the previous year 0966-67). 

3.8 The Committee are at the view that tbf' Corporation 
should enlarge i share in country's export trade. 

pact. from making conct'xted ('fior;g to l'rotect its. 
past level of export. the Corporation should try to 
boost It up and give p:r ference to dE'velop new 
fields of uporta. The Corporation should fix up an 
Ilnnu:ll export budget for itself and strive to adhere 
to th t3I'get. The Committee note that the Col pora­
tiou has introduced a regular and continuous consul­
tation with trade backed y re-organised foreign 
offiees to provide as ervice bases to Indian Industry 
.md hope that they ~ ould continue a dllstained effort 
to increa e export of new items and to new areas. 

lL Th Committee note that a trend in the improve. 
ment 01 the STC export effort is in evidence {as per 
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3 3.21 

4 3.27 

5 3.35 
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provisional figures of 9 months) and hope it will be 
followed up. 

The Committee agree that canalisation is no doubt a 
question of policy which Government was only com­
petent to decide. They\ would, however, auUest that 
the canalisation of import of a commodity through 
STC may be done if it serves the public interest. 
They would also stress that before canalisation of 
import or export of commodities was decided upon 
all the important factors including the capacity of the 
Corporation allould be taken into consideration. They 
recommend that after canalisation is decided upon, 
the Goverment must exercise vigilance to see that it 
served the purpose for which it was undertaken. 
The Committee would also like that the reasons 
leading to the decision for canalisation of import or 
export should be made public so that the traders be­
longing to Public and Private sectors were fully in­
formed of the Government's intention and :10 room 
for misunderstanding was left in the minds of public. 
The Committee feel that after canalisation through 
STC has been decided by the Government, greater 
responsibility devolves on STC to ensure that users 
requirements were met satisfactorily, regularly, 
promptly and at competitive rates. 

During evidence before the Committee it was men­
tioned that Indian goods exported to certain East 
European countries got diverted to West European 
countries. The Committee trust that GQvemment 
would take necessary steps to ensure that this type 
of re-export is 'limited to the extent that is incidental 
to intemational trade' and is carried out with the 
knowledge of Government. 

The Committee note that the imports from East 
European countries have increased from Rs. ~,19 
lakhs in 1965-66 to Rs. 115,83 lakhs in 1967-68 and 
exports to those countries have gone down from 
Rs. 30,99 lakhs in 1966-67 to Rs. 23,57 lak!ts in 1967-
68. The Committee feel that this suddan set back in 
STC's trading activity with East EurOpean countries 
has produced considerable imbalance in the imports 
<:nd exports and deserves prompt investigation hy 
the Corporation. More vigorous cU1d concerted 
efforts are neerled on the part of STC to increase 
Tndian exports to East European countries and also 
to explore new market/; in that area for the various 

----------------
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semi manufactured (lnd manufactured Indian goodll. 
The Committee suggest that the Corporation should 
ensure that the cou11try obtains the appropriate price 
for its exports nnd docs not have to pay higher 
price for importsfro1lJ Ea<;t European countries. 

1M The)' appreciate the lettlq up of • 'BuJiDc Com-

3.43 

mittee' lor the purpose of t.."lking decision ,in respect 
of purchases of the Corporation with reference to 
available resources, price, timing etc., nnd hope t..l-Jat 
this Committee would also ensUre that the country 
gets best price for exports and makes purchases Clf 
standard quaUty and specifications at the most com­
petitive rates. 

The Committee note that STC bas been able " 
explore markets for the export of Railway Wagons:~ 
but they arC' concerned to ftnd that supp1!es ill rel~ 
pect of Hungarian and South Korean orders' were 
delayed. Non-adherence to time schedule for 
delivery of good..'1 may affect international goodwill 
affecting the Corporation's exports to new overseas 
markets. 

3.44 The Committee feel that till such time as the 
manufacturers have acquired adequate experience of 
manulacture of sophisticated engineering equipments, 
It would be advisable to keep some margia of time 
in reserve for future contracts. FOr existing com­
mitments. the Corporation should spare no pains to 
honour t.he existing time schedule, consistent with 
the required standard and specifications. They also 
t(.'el that markets of developing countries in Africa 
and Middle East need be tapped to step up export of 
t.ngineering products. 

Ul 'rbe Committee suggest that the State TTading Cor-
poration should enlist the assistance of the Export 
Promotion Councils, leading manufacturer organisa­
tklns and make greater use of the field services avail­
able to them through their show rooms and foreign 
oftlees and draw up a concrete progr8Dl!l1e for in-
creasing exports. The emphasis should be to increase 
the exports in non-traditional item3 particularly 
engineering goods, in which the country bas develop­
ed impreQive capacity. Servicing facilities, parti­
cularly for engineering goods, should also be arrM'g­
,~ .a a8 to assure the customers of after E8les service. 
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3.63 

3.68 

The Committee note that the complaints of the 
Hussian users were t() the effect "that leather of the 
lndian ahoes was not water proof, stitching and work. 
manship was poor." As far as quality of leather and 
the water proofing are concerned, the Committee 
suggest that the assistance of the Central Leather 
Research Institute may be elicited. The Committee 
see no r~n why it should not be possible to im­
prove the quality of workmanship with the experi­
ence that the STC and its suppliers had gathered 
over the years. The Committee feel that since RUSSIa 

offers a potentially promising market for export of 
shoes, no effort should be spared to organise the ex­
ports on sound basis to ensure supply according to 
specified quality so as not only to reduce to the 
minimum the rejectiOn of shoe~ but also to win 
larger orders. 

The Committee are concerned to learn that the 
State Trading Corporation propose to go ill fOr a 
manufacturing unit for shoes. The Committee feel 
that the main objective of the Corporation, as its 
name suggests, is trade and normally it should not 
on its own undertake manufacturing activities unless 
they were operating in exceptional circumstances. 
Moreover, the State Trading Corporation has been 
claiming over the years that it provided a much 
needed channel for small and medium :lcale manufac­
turers of shoes to market their prodUcts. The Com­
mittee would. therefore, suggest that the State Trad­
ing Corporation should enlist the support of Central 
Leather Research Institute and also of small scale ser­
vice centres and other related organisations in order 
i 0 bring about the desired improvement in the quality 
/)f manufacture. If the Soviet customers insist on 
having machine made shoes, the State Trading Cor­
poration should examine how far the existing units 
who have experience of exporting quality shoes to 
Soviet Russia could be assisted to mechanise their 
production through the assistance of other Govern­
ment organisations. 

3.69 The Committee would like Government to give the 

3.78 

matter serious consideration. As pointed out by the 
Committee later in the Report, the experience of State 
Trading Corporation in manufacturing line has not 
been a happy one. 

The Committee regret that the wig trade suffered 
set backs and its export performance was no where 
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near the estimates. The quality of exported product 
lind the performance of the foreign firm as distribut­
ing agents were far from satisfactory and the firm 
went into liquidation. The Committee feel the proper 
assessment of the flTm8' financial standing and capa­
C'lty to handle the business was obviously' not made 
before the agreement was siJned. The Committee 
ulso feel that the backgl.·ound under which agr£ement 
with the firm wal siJned, needs to be investigated. 
:'t1oreover, STC is a trading Corporation which should 
I1'lrmally refrain (Mm Indulging In the manufacture 
uf products. 

The Committee I'ecommend that:-

(i) the working of the wig factory should be 
revitaJized with a view to explore the 
posaibllity of utilising its full capacity and 
diversification should be in a related line 
with assured market and without too much 
capital investment and overstaffing; 

(ii) strict inspection of quality of goods for ex­
port be enforced; 

(iii) assessment of 1inancial stability and reputa­
tion of distributing agents abroad be effec­
tively made before entrusting the distribu­
tion work in future, 

The Committee note that the Corporation has 
attempted to find new markets by holding exhibitions 
ltC .. In Finland and hope they would succeed. 

The Committee note the efforts made to export 
uananas by way of 'commercial research' but are COn­
cerned over the heavy losses (Rs. 24 lakhs) thill 
venture has suffered. Thev agree with the present 
thinking of the Governme';t that canaUsation Of this 
item need not be undertake-n for the :Jresent. For the 
existing trade, it would be advisable for the corpora­
tion to bl'inf{ down packing and freight expen.seg anci 
en!W'e export of bananas of specified quality. 

The Committee feel that losses ranging from Rs. 5 
lakhs to Its. 11 lakhs on a single item of export can­
not possibly be passed over as just 'promotional deve­
~opmental' losses. They would like the Corporation 
;)nd the Ministry to im-estigate into the losses on the 
export of 15 items nlentioned undel" pal'a 3.86 of the 
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Report to find out real reasons behind them. They 
should also devise suitable measures to minimise, jf 
not eliminate such lo~ses in future. 

The Committce note, that by and large the Corpora­
tion has been abie to supply the items imported by it 
(canalised and non-canalised) at prices not more 
than the ruling prices. 

The CommIttee ;.:-e not satisfied with tile explanation 
given by the Corporation for the los'S ot Rs. 28.73 lakhs 
suffered on the import of mercury in 1966-67. They 
:lre unable to understand that when mercury was 
needed to meet urgent requirements in the country, 
its import was delayed as the funds could not be re­
leased in time. The Committee is of the view that the 
agreement for such heavy imports snould not have 
been agreed to without assuring thr:! availability of re­
quired foreign credit/exchange. T:ll'! Committee also 
feel that the STC should have explored all means to 
see how best they could retrieve the position in order 
to reduce the losses to the minimum. The Committee 
,ug~est that:-

(i) The provision of this agreement should be 
thoroughly examined and dcfech or lacuna 
noticed should be noted to avoid recUT­
l'cnCe of such a situation in future; 

(ii) The foreign exchange in such imports of 
urgently needed items should be allocated 
on priority basis and no delay should be 
allowed in importing the goods after a con­
tract has been 3igned; 

(iii) Price variation clause may be incorporated 
in the contracts with international firms 
which may be invoked in the event of sharp 
variation ;n price. 

(iv) Timely supply Of such imported items 
should invariably be ensured by the Cor· 
poration. 

The Committee are unhappy to note that simultane. 
ous import 01 muriate of Potuh by two Goverument 
agencies without proper coordination led to heavy ac­
cumulation (1.90 lakh tons) of the items value at 
Rs. 7.60 crores besides storage expenses. They regret 
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that the Ministry of FOOd and Agricultul'(: did not cur­
tail ita impona in .pte of rePleMlltatioDa made by 
STC about the accumulation of stocks. 

3.116 The Committee hope that the decision to import 

3.125 

3.116 

through one agency, namely STC, anel with introduc­
tion of Appraisal System for demand evaluation 
t:volved by the Corporation will obviate unnecessary 
accumulation and avoid SUch a situation in future. 

The Committee are concerned to note the widespread 
.:riticism about STe's handling of fror: irr.l'()rt of Nylon 
yam and that there were also complalnta about the 
quality of imported yarn. The Committee suggest that 
the commodities imported to supplement the :ndigen­
ous production should only be impurted after taking 
into account the indigenous producticn. 

'nle Committee are unable to appreciate the Cor­
poration's view that 'since there is a high margin of 
profit available' on tallow, with reference to the pre­
vailing market prices for substitute oil, its release 
price was fixed 'with a view to ensure that while the 
nllottccli receive the ITllltC'rial at reasor-able price" the 
surplQ profit available is mopped up by a govern-
mental agency' for stepping up expC'rts of difficult-to­
"ell items. The Committee feel that one of the objectl' 
r r canalising imports through STC is to ensure supply 
of raw materials at reasonable price so that tbe con­
f.umer is not adversely aJfeeted. They think that in 
this case interest of the consumer has not been pro­
tected, as the hig1\. release priCe (If tallow to soap 
manufacturers was bound to be rf'~ected in the ulti­
:nate product. The Committee I'e'~·)mmend that the 
GovernmentlSTC shOUld keep its pricing policy of 
imported items under periodic a 1 renew with • view to 
avoid overburdening the conce!'ned industry and 
wnS\1mer. 

The Committee feel that it is essential for the Cor­
poration to have a sound distribution policy, which 
should be subject to continuous review. to see that it 
is working satlstaetorily. 'nlere s~ould be • clOser 
Uaison between the Ministry IDepartments, users and 
r.presentatlves of assoeiations. The Committee aul-
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sugeest that" the Cwporation should make aUl1;ained 
efforts:-

(i) to ensure timely supphes of iequisite 
quantities of goods; 

(il) to bl'ing down prices, pal'tlClllarly for basic 
raw materials for industries working in key 
sectors, and 

(iii) to gather information primarily about 
market condition etc., s" tl1at distribution 
pOlicy could be modified when necessary. 

The Committee note that a regular and. well estab­
lished quality control department dId not exist in the 
Corporation. STC can earn a na:ne and win standing 
a~ an exporter only by ensuring eX~l"t of ,uaranteed 
quality of goods. The STC beir.g a Sta~ owned Cor­
poration, owes greater responsibil:,y for enforcing 
quality both in exports and import.;. The Committee 
'lote that the Corporation has sinca set up a special 
quality control department. They wouid, however, 
suggest that the STC should tak~ advantage of the 
f'xperience of industry and trade associations. and 
ether statutory Government agencie& in taking decjsion 
with regard to quality etc. of the gO(lds to be exported 
and imported. 

The Committee note that the Corporation is tunc-. 
tioning as an intermediary licenci:lg agency with a 
view to control distribution of goods at fair and 
reasonable prices. The role played by the Corporation 
in actual practice libould not stand in the way of 
speedy clearance of goods and their distribution and 
lead to excessive profits. 'The Committee therefore 
suggest that instead of engaging i!; indirect trade as 
an intermediary agency, the CorP"'~'atioJl should en­
large its own independent channel of trade and allow 
the small traders to carry on indepr~ndentl.y. 

The Committee find that the Corporation apPOints 
its associates/agents fOr its indirect trade after 
satisfying itself about their standing, experi­
ence etc. They would, however, 1i~e to draw thE.' 
attention in this regard to the foll:,wing recommenda­
tion of the Public Accounts Committee, contained in 
para 1.80 of their 4th Report (Fo1J~h Lok 3abh&):-

"The Committee consider that as far a'i possible, 
the State Tradiua Corporation should 

---- - ---------_.-_._-- _._------------
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iDvtte pubUc 6rs 10 as to get most experi­
enced and reliable distr:butors at the l~a!lt 
margin of profit for the i:np"rt and dbltrlbu­
tion ot their goods ... 

The Committee regret that the price support 
operations (Lemon grass oil, jute, t()b·~c·~o etc.> were 
"ntrutted to the Corporation for w~tieh it was neither 
rquipped nOr had the requisite eXiierie;lce. 'This was 
one ot the fields where GoverOlnent had been experi­
menting through I1n ad hoc organisation like STC. 
The Corporation not only suffered hl!avy loss (Rs, 63.40 
lakhs on lemon grass and cotton) in those operations 
;,ut also failed to give satisfactOry service to the trade. 

The Committee are unhappy with the decision of the 
Government to hand-over such an impo:1an! operatioI': 
(price support operation) to STC without assessing its 
rapacity and experience. They note that the Govern­
ment have realised the need ot a sl.:pal'ate orJ8nlsatioa 
10 deal with the problem and h3ve appointed a Com;;; 
mittee to go into the matter. It 1:: hoped that the 
Government would expedite tbt' decision of the Com­
mittee for setting up of 1\ !lepal'at(, organisation at an 
early date. 

The Committee are unable to appreciate why the 
Handloom.'1 and Handicrafts Ex!,urts Corporation and 
~he State Trading Corporation we're saddled with the 
rcaponsibllity for carrying out price !'uPPOl't oPeration~ 
tor Bleedin, Madras whiCh haw resulted ill a loss of 
O\"er Rs. 81.42 lakhs so far. The Committee consider 
that if Government felt that ther,· wm: a case fo:' 
affording relief to the Handloom industry engaged in 
the manufacture of Bleeding M ... d~·3~, it would have 
been better to come forward with a weli cons:;iereri 
,cheme before Parliament and taken approval to the 
grant n1 sub!!ldy In the ~pecial circum~tanee!l of the 
ttl!ltl. 

?Ie The Committee need hardly point out that if the 
t.'.de and Government had shown \'igilan~ and asse~­
('d properly the trends of demani In the fo~i~n 
market, they would not have fowd themselves in the 
unhappy position of accumulation of large stocks with 
hudly any export demand. 

1.11 The Committee would like Government tl) derh-e 
fhe necessary lesson from thl!! co-rt~y lapse &nil enSlll'!! 
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that the State Trading Corporation or its subsidiary 
zre not saddled with financial burdl'n? against their 
better commercial judgement. 

7.21 The Committee note that the Corporation has effect-

8.3 

9.8 

10.2 

10.11 

f.d latest improvements in the sale Of imported ears by 
allowing more facilities to the cut'JlTal'TS. They would 
suggest that the Corporation should introduce better 
3ctioning arrangement to draw more bidders from all 
t ver the country and should attempt to reduce the 
time lag in the disposal of the imported vehicles. STC 
may consider raising its percentage of commission on 
the sales of sueh vehiclea from 10 per cent to a ~ber 
figure to enable it to raise more margin of proftb to 
be diverted to the sale of 'diftlcu!t to se:l' items. 

The Committee understand that the recommenda­
tions of the Reviewing Committee, on the pricing 
policy are still awaited. They hope that the Review­
ing Committee would give its best attention to thi~ 
subject and formulate its opinion a~ early as possible. 
It need hardly be stressed that r,n the pricing policy 
depends the result of the tradin~ activities Of the 
Corporation. 

The Committee feel that export aid to small scale 
industry Scheme should continue to be with STC as 
'it is better financially equipperi to provide assistance 
trJ small scale industry and h:as developed an expertise 
i'l the promotion of exports.' ·Thp. Committee ar~ of 
the view that a closer coordinntbn and concerted 
dforts between STC and NSTC are l1eeded to increase 
the exports of small scale industry. They fee! that 
the reorganisation of EAST division of the STC under­
taken recently is a step in th~ ri~ht dil'eetion. 

The Committee hope that the association of rep­
resentatives of industry and b'ad<! with all the major 
'rading activities of STC, as i~ proposed to be done, 
would help the Corporation to ~ake advantage of views 
L!nd experience of the privat'! bodies aDd thus serve 
the interests Of both private- a"~ p\1b1i~ sectors indug­
try effectively. 

The Committee are happy that the Government 
r.ave taken such urgent steps to assess the functioning 
or the Corporation ",,·ith a view to reorganise its aetivi­
t:es and its or~nisational set up and hope that the 
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wil l piC.lUCe vel'y fruitfu 

'l'he Comm..ittee re happy to learn til t the COr­
poration has recen,tly introduc d a system of prepar ­
;J g monthly and quarterly report 0 the activities of 
!.he Corporat on and propo e ~o introduce 'performance 

udaeti:n ystem', Results of the periodical i\ctivities 
would -nable the Corporati.,n to sPOt out the areas 
CIt wealtness and suggest prompt remeClial measures, 
~uch Reports, the Committee !eel, s.1ould serve as a 
model to oth r Public Undertak ings and they should 
()doPt 'manag ment ;accountancy' in then: undertaking­
'11>0 to direct their activit! :l. Apart from this, STC 
hay nunciat d mOre dele ation of powers and nave 
cecided to bring younger manegers inb) 'decision 
1'1 kin function ', This j !l welcom~ feature, 

The Co.mmitte hop th t with the .imp ementation 
01 tb suggestions of the Rev'ewing Conunittee the 
lieglonal Offic s nd for i n offices would be organis­
d into fficient uni 01 the C.)rpOl·ation. The foreign 

unIt should rYe centro~ of information and 
rvie a 'ency for the Indiat'l export:>. 

Th Commitl e are highly disappointed to find th t 
Ol'es worth Rs. 40.87 crores bav~ been locked up ill 

the 196'1·68 involvin 10 of intere t amounti~ to 
.n . 3.67 cror (approximat) '} pel' annum, e -eluding 

dditional co t of storage, dete,·.ol'ution, supervi!lon 
(' le. The Committee urge Oil the Corporation and the 
Government to tak. SODl~ jv .;neciial measures without 
~ny more 10 of time. 

'fh' Committee are p rturbed to note that the value 
o doubUUl debts has gone up from Rs, 8.7 lakhs on 
31st .M reh. 1967 to R$. 18.97 lakhs on 31st Ma4ch, 
1968, They r also concerned to find that the per­
,. tag o.f debtor to sales !'llUl gone up in the yea s 
j966-67 and 1967'·68 as comnar"d to the year 1965-66. 
They would urge upon the Co poration to 1~ke efIec­
ti e m ures to recover the outstandini debt<;. 

T Committ l$ugg t that the Ministry of Foreign 
Tr d and Supply ould haVe Cell far undertaldn, 
.;. me ling: u1 analysis of the periodical reports which 
IH'e received from the p~blic unde.rtakinga under thelr 
th r with \Tie\\' to focus a ttention on sianifkant 
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developments reqwnng Gov€'l"nment direction. This 
would enable Ministry to keep not only contemporari­
c.us watch over the workiag of the undertakings, but 
a:so initiate corrective action, where called for. 

The Committee appreciate the efforts of the Cor­
poration to improve its fina'lcial position by issue of 
tonus shares and by capitali:iin~ reserves. The Cor­
puration have been able to enh:mce the percentage of 
dividend from 10 per cent to 15 per cent in 1967-68 
rmd has declared interim dividends in current year, 
v"hich are welcome features. The Committee hope the 
Corporation's' financial pos:tion will continue to 
improve. 

GMGIPND-LSII-694 (Aii) LS--4-6-69-1300. 
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