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INTRODUCTION

I, the Chairman, Estimates Committee, having been authorised
by the Committee to submit the Report on their behalf, present this
Eighty-Seventh Report on the Import of Wool, Nylon, Woollen
Yarn and other Woollen products for the Woollen Textile Industry
and its allocation to varfous units since October, 1862, which was
referred to the Committee by the Speaker, Lok Sabha, under rule
310 of the Rules of Procedure and Conduct of Business iu Lok
Sabha.

2. The Sub-Committee of the Estimates Committee took eviden-
ce of the representatives of the erstwhile Ministry of Commerce
(now Ministry of Foreign Trade and Supply), Ministry of Defence
(Departments of Defence and Defence Production), Ministry of
Finance, the Department of Supply, the Directorate General of
Supplies & Disposals, the Central Vigilance Commission and the
Central Bureau of Investigation on the 24th to 25th September, 7th
to 11th October, and 17th October, 1968,

The Committee wish to extend their thanks to the Secretary
(Commerce), Chairman Tariff Commission (previously Special
Secretary, Commerce), Additional Secretary (Commerce), Addi-
tional Secretary (Defence), Additional Secretary (Finance), Finan-
cial Adviser (Supply), Additional Financial Adviser (Defence), the
Director General of Supplies and Disposals, Joint Secretary (Finan-
ce-Economic Affairs), Joint Secretary (Supply), Joint Secretary
(Defence), Joint Secretary (Defence Production), the Textile
Commissioner, the Director, Central Bureau of Investigation, the
Additional Director, Central Bureau of Investigation, the Secretary,
Vigilance Commission, and other officers of these Ministries/De-
partments for giving evidence and for placing before the Sub-Com-
mittee the material and information they wanted in connection
with the examination of the subject.

8. The Committee also wish to thank the Indian Woollen Mills
Federation, Bombay, the All India Manufacturers’ Organisation,
Bambay, the All India Woollen and Textiles Association, Bombay,
the Amritsar Smal Scale Woollen Manufacturers’ Association,
Amritsar, the Federation of All India Handknitting Wool Processors,
Delhi, the Hosiery Industry Federation, Ludhiana, the Rajdhani

Hosiery Manufacturers’ Association, New Delhi, the Small Scale
Elndigenous Spinners’ Association, Ludhiana, and the Wool &

i
!
v
¥
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(x)

Woollen Export Promotion Council, Bombay, for furnishing Memo-
randa to the Committee,

4. The Report was considered and adopted by the Sub-Com-
mittee on the 1st and 2nd April, 1969, and finally approved by the
whole Committee on the 8th April, 1969.

New DrvHI, P. VENKATASUBBAIAH,

April 19, 1969. Chairman,
Chaitra 29, 1880 (Saka). Estimates Committee.



CHAPTER 1
INTRODUCTORY

1.1. On the 30th November, 1967, in response to a Call Attention
Notice by Shri Madhu Limaye, M.P., a statement was laid on the
Table of Lok Sabha by the Ministry of Commerce about the new
‘policy of Government regarding import and distribution of wool.
As decided by the Speaker, the matter was taken up in the House
on the 1st December, 1967. Shri Madhu Limaye, M.P., suggested
that the question of import of wool, nylon, woollen yarn and other.
woollen products etc. and its allocation to various units may be
referred to a Parliamentary Committee. The Minister of Commerce
stated that he had no objection to it and requested the Speaker
to direct any Parliamentarv Committee to enquire into the work-
ing of the Ministry. Relevant extracts from the proceedings of the
House are appended (Appendix I).

1.2. On the 5th December, 1867, Shri Madhu Limaye, M.P.,
addressed a letter to the Speaker, Lok Sabha, which inter alia stated
that there had been ‘“several irregularities in the issuance of import
licences and allocation of raw materials to Woollen Textile Indus-
try”, and that he had “repeatedly raised the issue of the Govern-
ment policy in regard to the import and distribution of woollnylon|
woollen products after the Chinese aggression in 1862 in the form
of Questions, Calling Attention Notices etc.” In this letter, Shri
Madhu Limaye requested for the setting up of a special Committee
to look into the whole question of “import of wool, nylon and
woollen yarn and other woollen products for the woollen textile
industry and its allocation to various units”.

1.3. On the 6th December, 1967, the Speaker, Lok Sabha, under
Rule 310 of the Rules of Procedure and Conduct of Business in
Lok Sabha, referred the following subject to the Estimates Cnm-
mittee, for examination and report:—

“Question of import of wool, nylon, woollen yarn and other
woollen products for the woollen textile industry and its
allocation to various units since October, 1962.”

A paragraph (No. 413) announcing this decision of the Speaker,
Lok Sabha, was accordingly issued in the Lok Sabha Bulletin, Part
IT, dated the 14th December. 1067.

26 (aif) T.8--9.
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14. On the 13th December, 1967, at a sitting of the Estimates
Committee, the Chairman proposed the appointment of a sub-Com-
mittee consisting of 12 members, under Rule 263(1) of the Rules
of Procedure and Conduct of Business in Lok Sabha, to examine the
matter, which was agreed to by the Committee. A para (No. 418)
about the appointment of the sub-Committee was accordingly issued
in the Lok Sabha Bulletin, Part II, dated the 15th December, 1967.

1.5. On the 16th December, 1967, a Press Release was issued
announcing the appointment of the Sub-Committee and inviting
non-official institutions, organisations and individuals to send Memo-
randa containing their views and suggestions on the subject. Cer-
tain non-official organisations connected with the various sectors of
the woollen .textile industry were also addressed to furnish Memo-
randa on the subject.

1.6. The Committee called for relevant preliminary information
and papers from the Ministry of Commerce on the 27th December,
1967, which were furnished by the Ministry in February, 1968.
Certain additional information was called for by the Committee
from the Ministry of Commerce in March/April, 1968 and on the 1st
April, 1968, the Ministry of Defence and the Ministry of Works,
Housing and Supply (Department of Supply) were also addressed to
furnish information on certain points connected with the examina-
tion of the subject.

1.7. On the 25th January, 1968, Shri Madhu Limaye, M.P.,,
furnished copies of certain papers to the Estimates Committee which
made references to various allegations in regard to the violation
of control orders by certain units of the Woollen Textile Industry,
and the favouritism shown by the Textile Commissioner’s Organi-
sation in their dealings with such units and in allocating raw
materials thereto.

18. On the 16th March, 1968, Shri Madhu Limaye, M.P., sub-
mitted a Memorandum to the Chairman, Estimates Committee
bringing out certain cases of alleged irregularities, malpractices and
corruption in regard to the import of raw materials by the woollen
textile industry and the allocation of products manufactured by
the same industry. A copy of this Memorandum is reproduced in
Appendix II. A copy of Shri Madhu Limaye’s letter to the Com-
merce Minister, referred to by him in para 7 of this Memorandum,
which had been furnished to the Committee along with the earlier

papers on the 25th January, 1968, is also enclosed as an Annexure
to this Memorandum.
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1.9. As complete information called for by the sub-Committee
had not reached them before the expiry of the term of office of the
Estimates Committee on the 30th April, 1968, the Committee could
not complete their examination of the subject.

1.10. The Estimates Committee (1968-69) decided to continue
examination of the subject and on the 11th May, 1968 appointed,
under Rule 263(1) of the Rules of Procedure and Conduct of Busi-
ness in Lok Sabha, a sub-Committee to examine the matter in
detail and to report to the main Committee.

1.11. In addition to the papers already made available to the
Estimates Committee (1967-68), the Committee called for further
relevant information from the Ministries/Departments concerned.
During the course of scrutiny of the material furnished to them,
it came to the notice of the Committee that certain cases of alleged
irregularities on the subject had been investigated by the Central
Bureau of Investigation. The Committee obtained brief notes on
these cases from the Central Bureau of Investigation and also called
for the connected relevant material from the Ministry of Commerce
and the Central Vigilance Commission. The cases have been refer-
red to by the Committee in the Report at appropriate places.



CHAPTER I1
WOOLLEN INDUSTRY IN INDIA
Introductory

2.1 The Woollen Textile Industry in India consists of three Groups
viz. (i) Woollen Group—producing medium quality goods like
blankets, tweeds and suitings, (ii) Worsted Group—producing supe-
rior (commonly known as worsted) fabrics, hosiery articles and
hand knitted goods and (iii) Shoddy Group—producing coarser and
cheaper varieties of fabrics.

2.2 The industry can be further divided into two distinct sectors,
namely—
(A) Organised Sector which consists of the following :

(a) Combing units (capacity 10-2 million Kilograms-installed with
the Composite/Spinning Mills and also independently);

(b) Purely Spinning Mills (§1); . ) Most of these 9§ mills are
located in the States of Maha-

(c) Composite mills having spinn- | rashtra, Punjab & Haryana,and
ing as well as weaving/hosiery/ | haveatotal installed capacity of

yarn processing equipment (44) f,z6,ooo spindles and 2,038
ooms.

2.3 The estimated investment in the organised Sector mills is
about Rs. 70 crores, and employment as in September, 1968 was 32,000.

(B) Decentralised Sector consisting of—
(a) Powerlooms (1,307);
(b) Handlooms (1,286);
(c) Hosiery manufacturing Units (About 1,300);

(d) Gray hand knitting yarn processors (135).

4
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2.4. The investment in the entire decentralised sector is approxi-
mately Rs. 20 crores and employment is of the order of 70,000 wor-
kers, ~

4.5. For the production of various woollen articles, raw wool has
to be spun into yarn of which there are three types, viz. Woollen,
worsted and shoddy-

2.6. The woollen yarn is directly spun from raw wool after card-
ing and is used for producing carpets and heavy goods such as blan-
kets, tweeds and suitings. Such yarn is usually made out of Indian
wool and at present adequate supplies of such wool are available in
India for manufacturing the yarn.

2.7. For the manufacture of worsted yarn, wool has to be imported
and by and large the requirements of worsted yarn are met from
imported wool. The wool has first to be converted into tops by
combing. For this purpose, there are combers installed along with
the composite|spinnig mills and also independently. The worsted
varn is used for the production of worsted fabrics, hosiery articles
and hand knitting goods.

2.8. Shoddy yarn is spun out of shoddy wool which is recovered
from rags, tailor cuttings etc. Such rags are mostly imported from
Europe and U.K,, and shoddy yarn is used for the production of chea-
per varieties of woollen goods like blankets, rugs etc.

2.9. The controls exercised by Government on the Woollen In-
dustry are discussed below.

Control on Growth of the Industry

2.10. Under the Industries (Development and Regulation) Act,
1951 no one can instal worsted, woollen or shoddy units without a
licence if the fixed assets of the undertaking are Rs. 23 lakhs or
above.

Under Clause 3 of the Woollen Textile (Production and Distri-
bution) Control Order, 1962, no one can instal machines for the pro-
duction of woollen, worsted or shoddy yarn or produce wool tops,
shoddy wool without the previous permission in writing of the Tex-
tile Commissioner. Similarly, no powerlooms can be installed with-
out the previous sanction of the Textile Commissioner.

2.11. The Committee have been informed in a written note by
the Ministry of Commerce that on a two shift basis only 35 per cent
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to 40 per cent of the installed capacity in the worsted sector of the
woollen industry is being utilised. The decline in production started
from 1964 with a reduction in the foreign exchange allocation each
year. According to the woollen industry, an allocation of Rs. 45
crores per annum for import of raw materials would be necessary
for 100 per cent utilisation of the licensed capacity. The Ministry
of Commerce has stated that as the foreign exchange allocation for
the woollen industry is dependent on the total availability of foreign
exchange and is decided after taking into account the overall re-
quirements of the entire country and the relevant priorities of va-
rious industries, unless the allocation is increased substantially, the
capacity is not likely to be utilised in full.

2.12. In the course of evidence the representative of the Ministry
has stated about the figure of Rs. 45 crores, “this is what the woollen
industry had claimed and the answer that was given to them was
that within the total amount of foreign exchange available they could
not be given such a large amount or any-thing approaching it. But
depending on their export performance they could get more.”

2.13 It has been represented to the Committee that inspite of the
low utilisation of the installed capacity and the “ban on the instal-
lation of spindles and loans for the manufacture of woollen, worsted
and shoddy goods, units in violation of Government’s orders sprung
up before the very nose of the Government and the Textile Com-
missioner and the Commerce Ministry watched these developments
helplessly and to day reports ade received that the Commerce Ministry
wants to recognise these spindles as authorised installations.”

2.14 It has further been represented that the matter was brought
to the notice of Government repeatedly but to no effect.

2.15 The growth of spindles and looms in the woollen industry
has been as follows:

Spindles
The number of Spindles existing in 1956-57 was as follows:
Worsted Spindles . —1,20,312
Woollen Spindles . . . . . 53,504
Shoddy Spindles . . . . 2,060

TOTAL . 1,75,876
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Thetotal spindlage hasby nowrisen to 2,26,904 asfollows:

Worsted Sindles 1,42,880
Woollen Spindles 63,683
Shoddy Spindles 20,341

ToTAL 2,26,904

2.16. In a written note furnished to the Committee, the Ministry
of Commerce have explained that upto 1st July, 1957, import of raw
wool/wool tops was under open General Licence, Import of woollen
fabrics as well as worsted and shoddy yarn was also being allowed
to actual users in the decentralised sector. This indicated a certain
amount of inadequacy in the total production of fabrics and yarn
even at a time when the import of raw wool/wool tops was under
Open General Licence. Consequently, some additional capacity was
sanctioned before the end of 1957, but this capacity actually materia-
lised over a period of three to four years. The import of woollen
fabrics was stopped some time in 1958 and of yarn in 1960.

2.17. During 1956-57, there was no distinct shoddy sector. As
shoddy is a cheap raw material and caters to the requirements of
the lower income groups, it was considered necessary to have addi-
tiogal spinning capacity. From 2060 spindles in 1957, the actual ca-
pacity increased to 19633 spindles in 1966. The growth was particu-
larly significant in the period of 1959 to 1862. Some of the spindles
which materialised during the period from 1963 to 19686 had already
been sanctioned in 1960-61.

2.18. Woollen spindles were steady at 53,504 throughout the period
of 1956-66. However, in 1964, it was decided that installation of
woollen spindles should be allowed freely subject to the condition
that no import of machinery or of raw material will be allowed. The
intention was that these spindles should utilise indigenous machi-
nery and use indigenous wool which was becoming available in in-
creasingly larger quantities.

2.19. The quality of Indian wool has improved considerably due
to the sustained efforts of the Government to improve the breed of
sheep and to introduce better methods of shering, sorting and grad-
ing of wool. Until the Chinese aggression, Indian wool was not
being utilised for production of wool tops which go into the manu-
facture of worsted fabrics. However, presently about 10 million 1bs.
of Indian wool are reported to be in use in the production of wool
tops. To this extent, the availability of raw material to the worsted
sector of the industry has increased.
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2.20. When sanctioning additional capacity in the period 1956-57.
there was no export angle. The installation was primarily to meet
the shortage between demand and supply. In subsequent years
however, the export angle is being taken into account by the Gov-
ernment.

2.21. As regards the growth of unauthorised spindles, the Minis-
try of Commerce have informed the Committee that “there were no
unauthorised spindles before 1961, but after the introduction of the
Central Excise duty on worsted yarn and fabrics, some unauthorised
spindles came into existence and their number increased each time
the duty was increased. Most of these unauthorised spinning mills
have got L-4 licences (viz. permits given by the Excise Department
to each unit so that they are able to maintain their production data
and on that basis the Excise Authorities are able to collect excise
duty). Although they obtained their raw materials against the old
Export Promotion Licences etc. after paying premium in the open
market, they still made a profit because it was alleged that there was
a considerable evasion of excise duty by such mills who showed only
a part of their production. About 26,000 unauthorised spindles are
reported to be in existence at present. It has been stated that in the
absence of any elaborate field enforcement staff, it was not possible
for the Textile Commissioner’s Office to check the growth of unau-
thorised spindles or get them sealed. The fact that most of these
spindles have been given L-4 licences by the Central Excise Depart-
ment makes the position more difficult as Courts are unlikely to pen-
alise them because one Department of Government had given them
permission to spin yarn, although under the law they are not abso-
lved from the responsibility for getting permission also from the
Textile Commissioner under the Woollen Textiles (Production and
Distribution) Control Order.”

2.22. With regard to action taken in these cases the representa-
tive of the Ministry has stated. “We have taken no action......The
only reasons why no action was taken was that the administrative
effort would be wasted on it. After all, they are not entitled to
any import allocation....it is not easy, it is probably not desirable
fn my view to take stringent action in these flelds.” He added “Some
neople have some old spindles and thev set them up. If Govern-
meent started destroying them, there would be a hue and ery in the
rountry.”

2.23. The Ministry of Commerce have further stated -that “any
proposal to remove the control on installation of spindles can only
be implemented if the incidence of excise duty of worsted yarn
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is shifted from yarn to wooltops. This step would take away the
advantages enjoyed by unauthorised spindles and it is most likely
that most of these spindles would disappear as it would no longer
be profitable or economic for the owners to run these spindles which
are very old and have a very low efficiency.”

2.24. In the course of evidence the representative of the Minis-
try of Commerce has informed the Committee that the Ministry of
Finance are considering this question on a representation made to
them several months ago. The difficulty of the Revenue Depart-
ment is that under the present excise structure there is a graduated
rate of excise duty depending on the count of yarn. If the duty is
shifted back to the wool tops, it would have to be a uniform rate
and the inferior quality of yarn will not receive the consideration
it is now receiving.

The Committee note that in his budget speech for 1969-70, the
¥inance Ministry referred to the transfer of this duty in the follow-
ing words:

“It is also my intention to transfer the duty on wool yarn to
wool tops; and to being with, I am levying a small duty
on wool tops with a yield of Rs. 6 lakhs.”

2.25. The Committee find from the provisions of the Finance Bill
1969 that a duty of Rs. 5 per kg. is proposed to be imposed on woal
tops and the explanation for this, as given in the Explanatory
Memorandum to the provisions of the Bill, reads as follows:

“The new levy on wool tops has been proposed with a view
to transferirng part or whole of the duty on woollen yarn
to the wool top stage by notification. This will ensure
better revenue collection.”

2.26. In a written note the Ministry of Commerce have expressed
the view that the removal of control on installation of spindles “may
not necessarily result in worsening the position in regard to the uti-
lisation of the existing installed capacity in the organized sector for
the reason that the comparative efficiency, normal forces of market
operation and removal of fortuitous advantages enjoyed by the
unauthorised spindles will ensure that the more efficient mills in the
authorised sector will get their full share of spinning.”

2.27. In reply to a question whether the Textile Commissioner
had no knowledge that so many thousands of unauthorised spind'es
were working in this country and it came to notice only through
the excise authorities, the representative of ‘the Mimstry of Com-
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merce has stated, “This is so”. When it was put to him by the
Commitee that many people might be getting the excise licences
(L-4) in order to establish or create evidence that they are in exist-
ence as a fait accompli for future regularisation, the representative
of the Ministry stated “That is so.”

2.28. In the opinion of the Committee, among the factors leading
to the present state of affairs whereby only 35 per cent to 40 per
cent of the installed capacity in the worsted sector of the woollen
industry is being utilised are the issue of additional licences for
worsted and shoddy spindles far in excess of requirements, as point-
ed out by the Estimates Committee in paras 10 to 12 of their 164th
Report (Second Lok Sabha)—Part III—Woollen Industry, and the
large scale installation of unauthorised spindles in violation of Gov-
ernment’s orders and the failure of Government to enforce their
orders or to take deterrent action. It is rather surprising that L-4
licences were issued by Excise Authorities to such unauthorised
spindles without thorough verification.

2.29. The Committee note that a beginning has already been made
by Government in the direction of shifting incidence of excise duty
from the yarn to the wool-top. The Committee, however, desire that
the following aspects should also be considered by Government:—

(i) The steps and measures required to be taken for the strict
enforcement of Government’s Orders and for checking the
growth of unauthorised spindles.

(i) A more intimate, closer and effective coordination between
the Textile Commissioner’s Organization and the Excise
Authorities to ensure that L-4 licences are not issued to
unauthorised spindles.

(iii) Steps to be taken with regard to existing unauthorised
spindles. The present level of utilisation of spindles and
the repercussions on the prices of the products and the
industry should be thoroughly examined.

The Committee hope that early action in the matter will be taken.
Looms

2.30. The Committee have been informed by the Ministry cf
Commerce that the Woollen Industry has at present a total number
of 3,409 Powerlooms.

231. A study of the history of the woollen industry brings out
the fact that the industry was originally laid out for heavy fabrics.
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In 1940, the industry had 2,300 power looms most of which were
of the heavy type using woollen yarn. The capacity at the end of
the First Five Year Plan showed a steep increase in the direction
of worsted fabrics due to change in fashion trends. The introduc-
tion of synthetics and the wide scope for blending such synthetics
with wool tops gave further impetus to the worsted sector in the
matter of production of light weight constructions. Most of the
looms now in use for heavy fabrics are very old and are of obsolete

designs.

2.32. On 19th December, 1956, the Textile (Production by Power-
looms) Control Order, controlling the acquisition and installation
of looms used for producing woollen, art silk and staple fabrics was
issued. This order while making it compulsory for the owners of
the looms to obtain prior permission of the Textile Commissioner
for fresh acquisition and installation of looms, permitted the then
existing looms to be registered with the Textile Commissioner with-

in a certain prescribed date.

2.33. Despite the above Control Order, a large number of
unauthorised looms were installed and worked in different parts of
the country. The representative of the Ministry of Commerce has
stated in evidence that anything less than four did not come under
the mischief of the Industries (Development and Regulation) Act.
Between 1856 and 1960 about 600 to 700 powerlooms came into
existence in the country. In a written note furnished to the Com-
mittee the Ministry have stated that towards the end of 1958 the
Textile Commissioner brought to the notice of the Ministry of Com-
merce that there was a large number of unauthorised powerlooms
in various States working on cotton as well as non-cotton yarns. A
census of such unauthorised power-looms was carried out, which
confirmed the report of the Textile Commissioner. According to the
census carried out the position of unauthorised Power looms as on

15.5.1960 was as follows:

Unauthorised Looms working on

Cotton Yarn Non-cotton Yarn
16,818* 16.793**

*Excluding figures relating to Assam, Rajasthan, Uttar Pradesh from where Report
were awaited.

*sBxcluding figures relating to.Assam, Rajasthan, Uttar Pradesh from where reports
were awaited but inclusive of provisional figure of 10,400 'reported by Mysore State
pending datailed examination.
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2.34. In order to regularise the large number of the unauthorised
powerlooms already in existence and to check further installation
of such powerlooms, Government of India. in consultation with the
various State Governments, issued a Press Note on 5.11.60 and a
further Press Note on 26.12.60 announcing that the Government had
decided to take a lenient view regarding powerlooms installed with-
out permits and inviting applications for regularisation of the unau-
thorised looms by a prescribed date. (Appendix III). The regu-
larisation covered all sectors of the textile industry, viz., cotton art
silk and wool, and was taken with the approval of then Minister of
Commerce and Industry. The relevant factors which led to the
issue of the Press Note dated 5.11.60 are elaborately mentioned in
the following notes recorded at that time in the Ministry of Com-
merce and Industry:—

“The problem of unauthorised powerlooms has been a recur-
rent one. In dealing with this problem, some effective
steps will have to be taken to ensure that the problem
does not recur in this manner. Unless such steps are
taken, the demoralisation ‘will continue and more and
more unauthorised powerlooms will come into existence.

2. For this purpose, detection of unauthorised powerlooms
must be quick and the deterrents against their continu-
ance must also be quick and effective. We have suffered
in the past from the fact that in neither respect the posi-
tion has been satisfactory. There has been no control on
the situation of the unauthorised powerlooms and the posi-
tion has been allowed to drag on.

3. The detection can be effective and quick only if there is a
complete coordination of the functions of the Excise
Department and the Textile Commissioners’ organisation.
The fact of exemption of looms meant that the Excise
Department had no concern with the so-called small units
nor did the Textile Commissioner have the field organi-
sation which Excise Department has. The State authori-
ties were naturally not taking any keen interest in this
regard, the industry being a Central one and the local
pressures being against control.

4. Now that Government have decided on licensing of all
powerlooms, one of the difficulties has been removed.
1t will now be ensured that the existence of powerlooms
would be known in good time. The licensing provisions
may, if necessary, be’further tightened.
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5. There remains the question of ensuring that in fact un-
authorised powerlooms do not come into existence in
large numbers.

6. There is not the least doubt that it is because of the large
profitability of the small units of powerlooms that more
and more powerlooms are coming into existence. A pow-
erlooms, as a unit, is far more productive than a handloom,
but the small units completely escape all taxation.
They are thus a danger both to handlooms and to textile
inills, This position will have to be rectified as soon as
possible. Even one powerloom cannot be free from all
taxation because as a productive unit, it is capable of giv-
ing larger profit than a corresponding free-of-tax hand-
loom.

7. We have had some discussions few months ago with C.B.R.
and certain proposals were worked out which will have

to be taken up.

8. There is also the other suggestion of the Licensing Com-
mittee that there should be soma freedom of operation
for powerloom units on different types of fibres and
yarns. The handlooms today are free or wool as they
like. We have attempted distinctions between power-
looms but these are not always easy to implement. It is
feasible to work out a scheme of two-way taxation, one
on fabrics and the other on yarns, which together, in
different proportions, will ensure the necessary balances.
It will then be possible to let powerlooms have freedom
to use any yarns they like. In fact, there is a pressing
demand from artsilk powerlooms to permit them to use
cotton yarns and in any case in the unauthorised sections,
the position is probably quite free.

9. The woollen powerlooms are extremely profitable units.
I am placing on file the observations of the Working
Group (a) Woollen Textile Industry and Art Silk Indus-
try. These groups were fully representative and have
submitted unanimous reports. They have pointed out the
great danger of permitting tax-free units in these sectors.
It has been observed that because of the tax structure
large units become fragmented not so much on merit as
merely to escape taxation.

10.. In the result, a scheme would have to be devised the
essential elements of which would be reduction in the
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various slabs of units. The desirable slabs would be (i)
licensable but with low taxation one or two units only,
(i) the next unit would be about 20 to 25 looms (iii).
It is only by taking some decisions in principle on these
larger issues that Government may also decide what to
do with the unauthorised looms whose existence has now
become known. A certain date will have to be prescribed
and this may well be, say, 1st of November, 1960. Since
State authorities have been given a very long period to
register the powerlooms, no further relaxation in this
regard should be made.

12. Some penal excise duty may be levied from all these un-
authorised powerlooms at least for a definite period, the
alternative obviously being the sealing of the looms.

13. As a supplement to all the measures, the control on the
supply of powerlooms to the unauthorised sectors will
have to be tightend as the Textile Commissioner is al-
ready doing. The sources of the supply of machines to
the unauthorised sector have been (a) old looms in textile
mills, which have been replaced (b) new looms from local
manufacturers (c) units assembled from various old
parts and (d) conversion of suitable handlooms to power-
looms by adding an extra motor. In brief, apart from
control on these supplies, one would have to ensure that
against a flow of new looms to mills etc., some looms at
the end transaction will have to be physically scrapped.

14. 1 have detailed these measures because it is necessary to
take firm decisions in principle and then work them out
quickly to find a lasting solution to this recurrent pro-
blem.

Sd|-
12-10-1960  ”

2.35. As a result of the Press Notes, applications for regularisa-
tion of 896 looms (Woollen Yarn) were received and 840 looms were
regularised. If looms on cotton. Art Silk, Staple, Woollen and Pure
Silk yarns are taken into consideration, out of 72,446 unauthorised
looms for which 32940 applications were received a total of 57,796
were regularised before 1.11.1963.

2.36. Clarifying the position the Secretary, Ministry of Com-
merce has stated in evidence, “many of these looms, although they
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were in existence, did not pay the excise duty, and when the excise
people wanted to proceed against them, there was no evidence
of regularisation etc. and they were unable to proceed against
them. So as a result of inter-ministerial meetings, the decision was
made in 1960 and this is the Press note....inviting people who had
powerlooms to make applications so that they could be registered.
What they are saying ‘regularised’ is really registration in response
to the Press Note of 1960.” He has further stated “We made
a further distinction——we said that, although we registered the
looms which have come into existence without our knowledge, the
entitlement to quota will be only to old looms upto 1956. So, these
were really registered in order to facilitate excise collection.”

2.37. As regards the latest position about the entitlement to
quota, it has been stated by the Ministry of Commerce in a written
note that, “A decision has since been taken in May, 1968 that looms
which had been regularised in 1961 but were not getting any quota
of imported raw materials should also be eligible for such quota
at par with other authorised looms which were in existence before
December, 1956. It was considered that while it was no doubt true
that it had been stipulated that these looms cannot claim quota as
a matter of right, refusal to give quota of raw materials even after
7 years after their regularisation would be a glaring discrimination
in the regularised loom sector and that, therefore, they should also
get quota at par with other authorised looms”.

2.38. The Committee desired to know if such decision would not
adversely affect the existing authorised looms and the industry.
The representative of the Ministry has stated in reply, “It is quite
obvious that it would affect because the total quota will be divided
by their number.......... If you are increasing the number by 600
looms the quantity available per loom will go down.”

2.39. The Committee wanted to know if this decision did not in-
directly encourage the setting up of unauthorised looms which get
regularised later on and thereby secure quotas at par with authoris-
ed looms which have not contravened any of the rules and regula-
tions at the time they were set up. The representative of the Min-
istry has stated, “If your general question is that this kind of admin-
istrative handling of such cases encourages people to nibble at things

r»

and controls, my answer is ‘Yes'”.
Setting up of automatic and versatile looms

2.40. Asked to state why additional looms were allowed to be in-
stalled during 1962-63 to 1964-65 when the existing looms themselves
were lying idle, the Ministry of Commerce have informed the Com-
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mittee in a written note that a survey was undertaken in connection
with certain measures to be taken to gear up the woollen industry
to meet Defence and civilian requirements in the wake of Chinese
aggression in 1962. At its meeting held on the 4th January, 1963
the Production Committee of Secretaries desired that the position
should be examined to ascertain whether there was any need for
additional capacity in particular sectors in wool'en industry from
the Defence requirement angle. The matter of short supply of
blankets, great coat c’oth etc. was reviewed at various inter-depart-
mental meetings and it was felt that additional capacity of about 300
looms for producing high quality heavy fabrics should be created
so that this capacity could be. utilised for meeting primarily Defence
requirements. The Licencing Committee at its meeting held on 1st
July, 1963 agreed to the proposal of the Ministry of Commerce and
Industry to a’low the installation of 300 automatic looms in the wool-
len weaving sector. At 24 looms were considered a viable unit,
licences were issued to 13 parties for 24 looms each. Subsequently
there was a reduction in the demand for woollen cloth from the
Defence and there were representations from the small scale sector
that the existing capacity was adequate and that there was no need
for installation of additional looms. Although licences under the
Industries (Development and Regu'ation) Act had been issued, no
import l’cences were issued for these looms.

2.41. The Ministry have further stated that, “The original inten-
tion was that looms to be installed were to be automatic and versa-
tile and that they should be used for heavy clothing for Defence
and at other times for purposes of developing exports. It was sub-
saquently decided that the licences issued under the Industries (De-
velopment and Regulation) Act should be revoked and action has
been taken in almost all cases. In the remaining cases show cause
notices have been issued and the matter is being examined.”

2.42. The Committee wanted to know why it was necessary to re-
voke the licences for the installation of 300 automatic looms issued
under the Industries (Development and Regulation) Act when they
were supposed to lapse unless utilised. In reply, the representative
of the Ministry has stated: “The licences have to be revoked......
........ If the licences remain extant with the party. there is the
possibility of his setting up that capacity.” The representative of
.the Ministry has added that the licences were granted on 1st July,
1963 and it was decided in April, 1964 to revoke them. Asked to
state the reasons for first recommending the issue of licences and
then deciding to revoke them, the Ministry has stated in a written
note that, “Towards the end of 1963 representations were received
from the small scale weollen industry complaining about the short-
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age and high prices of worsted weaving yarn. As the addition of.
312 looms in the organized sector was likely to make a further de-
mand on the available supply of weaving yarn and as the Defence
requirements had already been met substantially, import licences for
these additional looms were held up at the instance of the Ministry -
of Finance (EA Department) and it was felt that until such time
the small scale sector was able to secure its requirements of yarn,
there should be no increase in the loomage capacity. Ultimately
import licences for the additional looms were not issued and action’
was initiated for the revocation of the industrial licences issued to
the parties.”
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. 244, From the papers and documents submitted, the Committec
f’ee.l.perturbed to note the unauthorised acquisition and installation
of a large number of looms without the permission of Government
and in contravention of the existing orders, regulations and provi-
Sons of Acts etc. The Committee need hardly emphasise that if this
tel;denCy to set up unauthorised looms has to be curbed, the machi-
nery for the detection of unauthorised power looms has to be geared
up and deterrent action has to be taken against such unauthorised
units. As already stated by the Committee with regerd to unautho-
rised spindles, it will facilitate quicker detection of unauthorised
powerlooms if there is complete co-ordination between the Excise
" artment and the Textile Commissioner’s Organisation.
+ 245. Another aspect of this case about which the Committce feel
disturbed is the fact that the delayed action or inaction in many
cases has resulted,”as admitted by the representative of the Ministry
of Commerce in evidence, in encouraging people to “nibble at con-
trols”. The Committee have no doubt that Government are them-
selves to blame for this state of affairs as they failed to take a com-
prehensive view of the unauthorised installation and acquisition of
of a large number of looms at the initial stages and thus acquiesced
in allowing the situation to deteriorate to such an extent.

2.46. The Committee find that unauthorised looms in large num-
bers were set up year after year; these were regularised by the issue
of Press Notes inviting applications for registration in 1960 and al-
though at that time it was conditional that they would not be entitl-
ed to quota which the old looms set up upto 1956 were entitled, by.
the latest decision taken in May, 1968 they have been brought on par
with other looms which had been set up in obedience to existing rules
and orders of the Government. Not only that, as a result of this
decision, unauthorised looms have benefited in the sense that the
quota of raw material which was available to the authorised looms
will now be distributed amongst all the looms, both authorised and
unauthorised. The Committee apprehend that in the ultimate ana-
Iysis it will be the consumers who will have to suffer as the over-
head expenses in production are likely to go up owing to shortage of
raw material available to each mill. This, in their opinion, is putting
s premium on irregular and illegal activities by the concerned
suthorities.

247 The Committee fail to appreciate why the Ministry took a
docisidn in July, 1963, to license an additional capacity of 312 auto-
matic looms when there was a large number of unauthorised looms
in the country and many of the existing looms were lying idle. It
the installation of these additional looms was necessitated to meet
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defence requirements for heavy clothing items, they are not able to
appreciate how within a period of 9 months a decision was taken to
revoke the licences on the ground that defence requirements had
already been substantially met. In the opinion of the Committee
the decision to issue the licences and revoke them within a short
period was obviously taken without thorough investigation,

248. The Committee also find that although a decision to reveke
the licences was taken in April, 1964, show cause notices were issued
only from June, 1966 onwards. By the end of 1968, the process of
revocation of licences has been completed in 10 cases out of 13. The
Committee note that in the case of Punjab Woollen Textile Mills, it
has been stated that “the firm has been representing against the pre-
posed revocation of licences and the matter is under consideration in
consultation with the Textile Commissioner.” Similarly, in the case
of Kabir Woollen Mills, Ludhiana, it has been stated that “the Mills
had intimated that they had installed all the 24 looms, and they were
requested to furnish technical details of looms (automatic or plain)”.
In the case of M/s. Model Woollen Mills Ltd., it is observed that even
though the licence was issued on 11th November, 1963 (as in several
other cases) no show cause notice appears to have been issued to this
firm and it has been remarked, “the licence has expired and action is
being taken for its formal revocation”. The Committee are unable
to understand the reasons for non-issue of show cause notice to this
firm and also the delay in actually revoking the licence. The Com-
mittee are of the opinion that had Government acted promptly and
revoked the licences immediately after the decision to do so was
taken in April, 1964, all these problems would not have arisen.

The Committee are constrained to observe further that even
though show cause notices were issued to these firms on 14th June,
1968, no final decision about revocation had yet been taken after the
lapse of about 3 years. The Committee would like Government to
probe into the matter and fix responsibility for the delay in issuing
orders for revocation of licences.

Combing Capacity

2.49. The Committee have been informed in a note furnished by
the Ministry of Commerce that as a result of the emergency and the
need to meet defence requirements for woollen clothing in full, it
was decided in October, 1962 to review the then existing combing
capacity in the country. Statistics were then collected by Govern-
ment from the then existing combing units and on the basis of the
replies received from them, it was found that against a licensed capa-
city of 235 million lbs. per annum, the actual installed combing
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capacity was only 10.5 million lbs. per annum. Out of this, the
eapacity for combing Indian Wool was 2.7 million Ibs. per annum
and that for imported wool 7.8 million lbs. per annum.

2.50. The Ministry of Commeerce have informed the Committee
that sufficient combing capacity has now been created in the country
since 1963 so as to stop the import of wool tops and only wool is al-
lowed to be imported now. In a notification issued on the 2nd May,
1963 the Textile Commissioner had fixed the maximum commission
for sorting and combing charges that could be charged by the comb-
ing units, but all production, price and distribution controls have
gince been removed under the new import policy which has been
discussed later in this report.

Recognisation of Units in Jammu and Kashmir State

2.51. It was alleged in the Lok Sabha by a Member (Shri Madhu
Limaye) on the 1st December, 1967, in the course of discussion on the
statement laid on the Table by the Minister of Commerce on the
80th November, 1967 regarding New Policy of Import and Distribu-
tion of Wool that “Special quota is being granted for Kashmir and
Himachal Pradesh. A Unit is being established there in a wrong
way. Whole of the quota is distributed among them.” It was also
brought to the notice of the Committee by the Indian Woollen Mills
Federation that certain worsted spindles were installed in the State
of Jammu and Kashmir in about 6 units since the last few years,
which had not been recognised by the Textile Commissioner under
the Woollen Textile Control Order. Only two Government mills in
Jammu and Kashmir State were recognised by the Textile Commis-
sioner as actual users for the purpose of allocation of import licences
for raw materials. In order to meet the requiremients of the Shaw!
weavers in that State, the Textile Commissioner had in the past
made extra allocations of yarn to the State out of the registered mills
in other parts of the country. However, against the actual users’
allocations for 1966-67, the Textile Commissioner’s office, for the first
time, made foreign exchange allocation of Rs. 14 lakhs to the State
Government of Jammu and Kashmir, with instructions to allocate
the same amongst the unrecognised units in the said State. The
Federation felt that if this was allowed, it would encourage further
installation of spindles in the State of Jammu and Kashmir and also
lead to migration of unauthorised spindles from the adjoining State
of Punjab to Jammu and Kashmir with a view to take advantage of
a loophole in the law as the Essential Commodities Act 1955 had not
been made applicable to that State.

2.82. The Committee desired to know from the Ministry the pro-
sedtire for allosalion of imported wool to recognised units, unrecog-
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nised units and Shawl Weavers in Jammu and Kashmir State; whe-
ther it was a fact that in 1966-67, for the first time, foreign exchange
allocations have been made to the State Government against actual
users’ allocations, with instructions to allocate the same to unrecog-
nised units in the State and if so the reasons for this departure from
the old procedure; and whether, as represented to the Committee,
the new procedure was likely to encourage further installation of
unrecognised spindles in the State and also lead to migration of un-
authorised spindles from the adjoining State of Punjab as the Essen-
tial Commodities Act is not applicable to Jammu and Kashmir. The
Ministry of Commerce has stated in a written note that there are
two woollen mills in the State sector in Jammu and Xashmir.
‘These were registered under the Industries (Development and Regu-
lation) Act, 1951. Until 1966-67, both these units were given licences
on the all-India pattern.

2.53. In September 1963, Jammu and Kashmir State Government
gave permission to five units to instal worsted spindles, These were:

(1) M/s. Matto Worsted and Spinning Mills—1200 spindles;
(2) M/s. Mehra Textiles, Jammu—1104 spindles;
(3) M/s. Glamour Spinners, Srinagar—400 spindles;

(4) M/s. Nur-ud-din and Company, Srinagar—2,400 spindles;
and

(5) M/s. Jammu and Kashmir Woollen Silk Mills, Jammu—
1200 spindles.

As these spindles were allowed to be installed by the State Govern-
ment without the concurrence of the Central Government, it was
considered that these units should not be given any Actual User
quota of imported wool and that they should arrange to run their
spindles with the locally available raw wool and in case of imported
wool they should earn necessary foreign exchange through exports.

2.54. Out of the five mills permitted by the State Government tweo
are in Jammu and one of these two, namely, Jammu and Kashmir
Woollen and Silk Mills has since been licensed under the Industries
(Development and Regulation) Act for the production of woollen
yarn (as distinct from worsted). We have also agreed to this mil
to import 1200 spindles from Rupee Payment countries.

2.55. In August 1966, the question of giving raw material allock-
tion of imported wool in respect of units set up in Jgmmu and Kask-
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mir with the approval of the State Government was re-examincd.
One of the arguments advanced was that these units will not be
gble to obtain their raw materials under the Export Promotion
Schemes which had since been withdrawn. The new policy for Re-
gistered Exporters provides only for the grant of import replenish-
ment with the Actual User conditions. Having regard to the fact
that these units were in an industrially backward area, and also for
the need for development it was decided to give an ad hoc allocation
of Rs. 14 lakhs in favour of the Director of Industries of Jammu and
Kashmir for. import of raw wool which could be distributed to these
worsted spinning units. For the year 1966-67, the following three
units were given imported raw material by the Director of Industries
-out of the ad hoc allocation of Rs. 14 lakhs placed at his disposal:

M/s. Matto Worsted and Spinning Mills 6.8 lakhs;
M/s. Mehra Textiles 4.8 lakhs; and
M/s. Glamour Spinning Mills, Srinagar 1.7 lakhs.

The balance of 0.7 lakhs was allocated to J & K Industries Ltd. for
the Government Spinning Mills Andakadal, Srinagar. The Jammu
Wonllen & Silk and Weaving Mills were not eligible for any quota as
they were licensed for production of only woollen yarn and not worst-
-ed yarn

2.56. The spindles installed by the units in Jammu and Kashmir
cannot be considered either as unauthorised or un-recognised as they
were set up with the approval of the State Government. The Essen-
tial Commodities Act did not apply to State of Jammu & Kashmir
before 15th August, 1968, As the value of the fixed assets of these
units was less than Rs. 25 lakhs they were not covered by Industries
(Development & Regulation) Act, 1951 either. It was for this reason
that a special ad hoc licence was given to the State Government for
distribution to such units. As the Industries (Development & Regula-
tion) Act had been extended to Jammu & Kashmir w.e.f. 15th August
1968, it has been decided that all these units should be treated at par
with other woollen units in the rest of India.

2.57. Now that the Essential Commodities Act has been extended
to the State of Jammu & Kashmir, the various Textile Control
Orders will also be automatically extended to that State and the Tex-
tile Commissioner will be able to exercise control over installation of
spindles and looms. For purposes of giving allocation of imported
wool to various worsted spinning units in the State, the basic period
has been taken as October, 1966 to September, 1967. Only such
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spindles as were existing during this period October, 86 to Septem-
ber, 67 will qualify for imported raw material allocation.

2.58. The following worsted spinning units will now qualify for
allocation of imported wool: —

State Seceor
1. Govt. Spinning Mills, Ambakada . 2400 spindles

2. Govt. Woollen Mills, Srinagar 1600 spindles

Private

Matto Worsted Spinning & Weaving Mills, Srinagar 1600 spindles
Mehra Textile Mills, Jammu

1104 spindles
Glamour Spinning Mills, Srinagar .. I520 spindles
Amber Woollen Mills, Kathua 918 spindles.

2.59. Asked whether the State Government was authorised to grant
permission to the flve mills to instal the spindles, the representative

of the Ministry of Commerce has stated in evidence that “the State
Government had the power at that time.”

2.60. The representative of the Ministry has added that the alloca-
tions so far made to the Jammu & Kashmir State are only ad hoc
allocations made on the basis of the recommendation of the Director
of Industries, Jammu & Kashmir. The Essential Commodities Act
has been made applicable to that State with effect from the 15th
August, 1968 and from that date the Textile Commissioner would be
entitled to exercise direct control as in other parts of the country.

2.61 Asked whether while considering the legalisation of the
spindles in Jammu & Kashmir the Government would also take into
consideration applications from other parties in other parts of the
country, the representative of the Ministry has stated that this
would not be done. Asked whether this will not be taken into the
context of the overall circumstances, or overall capacity in the
country, the representative of the Ministry has stated:—

“In order to deal with the problem that certain capacity has
come into existence in an area whether our previous
regulations and controls had not applied and the local
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Government’s rule applied. Now we will go into the
factual question whether they are ghost spindles and
ghost looms or real spindles and real looms. On the basis
of this enquiry whatever real spindles and looms are there
they will be treated on par and will come in our authoris-
ed legal system of equitable distribution. They will have
as much right to it as other authorised units in the rest
of the country.

There will be no reappraisal (of allocation of raw materials),
b\.}t in the next allocation instead of doing it ad hoe, it
t\;ﬂl be done on the basis of whatever the spindle rate is

ere.”

2.62 The Committee wanted to know if the Jammu Woollen and
Silk Mills have since been licensed. They also wanted to know
whether any of the 5 parties to whom licences were issued by the
State Government had already been trying to set up these spindles
in other parts of the country. The Ministry have stated in a written
note that “In Jammu Woollen and Silk Mills are not licensed so far
under the Industries (Development and Regu'ation) Act or under
the Textile Control Order....The Commerce Ministry is not aware
that five parties to whom licences were issued by the Government
of Jammu & Kashmir were already trying to set up spindles in other

parts of the country.”

2.63. The Committee desired to know whether even after the
extension of the Essential Commodities Act, it would not be
necessary to make specific provisions regarding extension of the
various control orders issued under the said Act to the State of
Jammu & Kashmir. In this connection, the Ministry of Commerce

have stated:

“So far as the various Control Orders issued under the
Essential Commodities Act are concerned, the Woollen
Textiles (Production and Distribution) Order, 1962 does
not contain a provision that the Order applies only to
States other than Jammu & Kashmir. In view of this
position, the Woollen Textiles (Production and Distribu-
tion Control) Order, 1962 would now be deemed to be
extended to Jammu & Kashmir fromi 15th August, 1968.
The Textiles (Production by Powerlooms) Control Order,
1956 contains a provision that the Order extends to the
whole of India except the State of Jammu & Kashmir.
A notification has to be issued deleting this provision and
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extending it to Jammu & Kashmir State also. This is
proposed to be done shortly.

* L » * ]

It is proposed to extend the various schemes relating to yarn
distribution as well as allocation of raw raterials to units
in the State of Jammu & Kashmir also on the same
pattern as in force 1n other parts of the country.”

264. The Committee note the position as explained by the Minis-
try of Commerce regarding recognition of the spindles installed in
the State of Jammu & Kashmir before October, 1967. The Com-
mittee suggest that as promised by the representative of the Minis-
try, a detailed investigation should be made without delay into the
factual question whether the spindles and looms that have come
into existence in Jammu & Kashmir, where Government of India’s
regulations and control were not applicable before, are ghost
spindles and ghost looms. Based on the investigation the Govern-
ment should come to a decision whether the units are actually
entitled to the allocation of raw material.

2.65. The Committee further suggest that the question of auto-
matic applicability of the Woollen Textiles (Production and Distribu-
tion) Order, 1962 and other Orders issued under the Essential Com-
mpdities Act to the State of Jammu & Kashmir should be examined
in consultation with the Ministry of Law so that there is no loop-
hole in the extension and enforcement of these Orders in that State.
Import of Wool and Controls over distribution and prices of yarn.

2.66. It has been stated by the Ministry “Till the year 1967, the
imports of woollen fabrics, wool, worsted yarn, raw wool, tops and
nylon used by the Woollen Industry in India were freely allowed
under the Open General Licensing System. During the period of
this free import, the value of total imports of wool/woollen tops and
other woollen products did not exceed Rs. 13 crores per year.

2.67. With effect from 1st July, 1957 the system of free import
was discontinued and the materials to be imported were brought
under quota system.

2.68. The foreign exchange allocated for the woollen industry
{from year to year was no more based on actual requirements of the
industry either for civil or for defence needs, but was determined
by the Ministry of Finance on the basis of the foreign exchange that
could be spared for this industry. According to the figures fur-
nished by the Ministry of Comimerce, the amount of foreign ex-
change made available during the subsequent years ranged between
$ to 10 crores upto 1964-65. Between October, 1965 and September,
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1868, only Rs. 2 crores were made available but immediately there-
after a sum of Rs. 12 crores was provided during the period Octo-
ber, 1966 to September, 1967.

2.69. On the basis of the allocations of foreign exchange made
by the Ministry of Finance from year to year, import licenses were
issued in favour of actual user units. The shares allocated to such
units were calculated according to different formulae followed from
time to time, the basis being either installed capacity or past con-

sumption during a certain basic period, subject further to certain.
maxima and minima.

2.70. The broad policy adopted in making allocations for import
of raw/wool/wool tops and shoddy wool from October, 1962 till
November, 1967 were as follows : —

October, 1962/September, 1963.—The old units were allowed
37 per cent of the past consumption and new spindles were
given at the rate of Rs. 400 per spindle. Shoddy spindles
were given at the rate of Rs. 450 per spindle and the maxi-
mum and minimum for old units were fixed as Rs. 550
and Rs. 300 per spindle respectively.

October, 1983/September, 1964.—Old units were given alloca-
tion at the rate of 25 per cent of their past consumption;
the maximum being Rs. 370 and the minimum Rs. 200 per
spindle. Worsted spindles were given at the rate of Rs. 260
and shoddy spindles were given Rs. 370 per spindle.

October, 1964/September, 1965.—O0ld units were given alloca-
tion at the rate of 25 per cent of their past consumption
subject to maximum of Rs. 370 and a minimum of Rs. 200
per spindle. For new worsted spindles allocations were
made at Rs. 251 per spindle and shoddy spindles were
given an allocation of Rs. 360 per spindle.

October, 1965/September, 1966.—During this year only ad-hoc
ceiling of Rs. 2 crores were allocated mainly for meeting
defence requirements. No actual users licenses were given
to the industry and the entire ceiling was initially ear-
marked to the Indian Woollen Mills’ Federation to arrange
import of raw materials for the Defence requirements.
Following the cessation of hostilities with Pakistan, &
part of the wool imported under the ceiling was found sur-
plus to the Defence requirements and was distributed to
the indutsry on the same basis as was given during the
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earlier years subject to a maximum of Rs. 431 and a
minimum of Rs. 225 per spindle. Shoddy spindles were
given allocation of Rs. 113 per spindle.

October, 1966/September, 1967.—The allocations on installed
capacity basis were at Rs. 489 and the maximum and mini-
mum allocations were plus and minus Rs. 50.

2.71. As regards Nylon, the policy was that import of Nylcn was
allowed as an option upto a certain percentage of the face value of
the licence for raw wool.

2.72. Under the Textile Control Order (1962) the Textile Com-
missioner was authorised to administer the production, distribution
and price contro: on the worsted sector of the industry. The units
with worsted spindles were to produce three types of yarn, viz,
hosiery, knitting and weaving yarn on an average of 27 per cent,
18 per cent and 55 per cent respectively. The Composite Mills (i.c.,
those having both weaving and spinning arrangements) were allow-
ed to retain a part of the above three types of yarn for use on their
looms and the rest were to be delivered to the units of the decen-
tralised sector. The prices at which yarn was to be delivered to
them were to be fixed by the Textile Commissioner.”

2.73. In terms of clause 4 of the Woollen Textiles (Production and
Distribution Control) Order, 1962, the Textile Commissioner exer-
cised powers to fix prices in respect of yarn produced by the spin-
ming mills as also that portion of the yarn produced by the compo-
site mills which was to be distributed to the decentralised sector.
‘This price control also has been removed under the new policy. The
policy followed by the Textile Commissioner in exercising his
powers to flx price had been that wherever he was satisfied about
the reasonableness of any price suggested by the two interested
parties, he accepted such advice and notified the prices in terms of
Clause 4 of the Control Order.

2.74. It has been represented to the Committee that the prices at
which yarns were required to be supplied by the Spinning Mills to
the decentralised sector have been increased from time to time al-
though the price at which woo'/wool tops were imported remained
more or less at the same level.

2.75. In a note furnished to the Committee, the Ministry of Com-
merce have stated that the imports of wool tops have been stopped
from: 1963 and only wool is being allowed to be imported. This is
because sufficient combing capacity has been created in the country
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and import of wool in place of tops conserves foreign exchange.
It could be said generally that there has been no significant in-
crease in the price of wool in the international markets betwecn
the years 1962 till today. However, after the devaluation of Indian
Tupees in June 1966 the Indian importer has to pay more in terms
of Indian rupee. As regards fixation of yarn prices, the Ministry
have stated that interim price of hosiery yarn for supply from
spinners to decentralised units was fixed in 1960 on a voluntary basis.
Subsequently the price was worked out by the Cost Accounts Offi-
cers of the Finance Ministry was adopted in the same year. l.ater,
In 1962, statutory prices were fixed on a mutual agreement basis
for worsted weaving and grey hand knitting yarn. They were
raised by 20 per cent in 1963 by mutual agreement. Simultaneous y
Prices of some counts of hosiery yarn were also raised by 5 per cent
on mutual agreement basis. In the fixation of these prices, the con-
sumers could not consulted as there was no organised body of con-
sumers. An attempt was made among the concerned sections to
reach a mutual agreement in 1967 following devaluation but agree-
ment could not be reached between spinners and units of decentra-
lised sector in regard to the fair price for different varieties of yarn.
Accordingly for the period 1965-66, permits were issued by the Gov-
ernment at the old rates for the wool imported prior to devaluation.
Thereafter the prices of yarn manufactured out of wool imported
during the year October, 1966-September 1967 (after devaluation)
have been revised recently because of the factor of devaluation of
Indian currency, on the basis of a full fledged cost enquiry. The
revision of prices from time to time was necessitated by the genera?
rise in cost of production, wages, cost of stores etc.

2.76. Complaints were also received by the Committee that the
Spinning Mills were charging from the decentralised sector higher
prices for yarn than those fixed by Government. The Ministry of
Commerce have stated that “no case has come to the notice of the
Government where a spinning mill was charging from decentralised
sector higher prices than those fixed by the Government for A.U.
licences. Apart from A.U. allocation, wool was also being imported
against Export Promotion licences. The yarn manufactured out of
wool imported against Export Promotion licences was not subject
to price control. Therefore, price control was applicable only in
respect of yarn supplied against the permits on A.U. licences. It
could not thus be clearly established that the higher price charged
was not in respect of varn which was not subject to price control.”
The Ministry have, however, stated that “representatives of the de-
centralised sector complained on various occasions that there was
underweight and the quality of yarn was sub-standard. The mois-
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ture regain was also higher with the result that in effect they had
to pay higher price for the yarn. The spinners were also reported
to have demanded higher charges on account of packing, transport
ete.”

2.T1. As regards the spinning charges, it has been stated by the
Ministry that, “The spinning charges have shown a downward trend
in so far as spinning mills who are not affiliated to the Indian Wool-
len Mills Federation are concerned. Mills affiliated to the Federa-
tion are, however, asking for a higher spinning charge in view of the
terms of consent filed by the units in the decentralised sector and
the Federation in the Writ Petition filed in the Bombay High Court
by some member mills of the Federation. Once the Writ Petition is
disposed of the natural law of competition would ensure that the
spinning chdrges are reduced.”

2.78. The Committee note that the yarn manufactured out of wool.
imported against Export Promotion licences was not subject to price
control. Therefore price control was applicable only in respect of
yarn supplied against the peimits on AU licences. It could not
therefore be established whether the higher price charged was in
respect of yarn which was not subject to price control. The Com-
mittee have a feeling that this defect has facilitated the defaulting
spinners to indulge in malpractices and to escape the rigours of law.
They regret that such a situation should have been allowed to arise.

2.79. In view of the fact that under the new policy price controls
have been removed, the Committee would like the Government to
keep a careful watch to see how the new policy is working.

Production and distribution control on yarn

2.80. Reverting to the control over production and distribution,
it has been stated by the Ministry of Commerce that in the beginning
of 1960, production control was introduced and the Textile Commis-
sioner prescribed the percentage of worsted, weaving, hosiery and
knitting yarn which could be produced by each mill having regard
to the national requirements. In terms of the new policy for im-
port of wool discussed later in this Report, there is no production
control on individual mills. It has been stated that the allocation
of material is made in such a way that there is on automatic regu-
lation of the production of different varieties of worsted yarn.

2.81. The Committee have been further informed that the Textile
Commissioner also used the exercise control over distribution of the
quantity of yarn produced by all the spinning mills and a portior.
of the yarn produced by the composite mills was allocated for pro-
duction of fabrics, hosiery or processed knitting yarn.
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'2.82. The Committee desired to know whether it is a fact that
with the organised spinning mills being dissatisfied with yarn prices
(as fixed by Government) and the decentralfsed units with the de-
livery of yarn the Government just'stood By watching the develop-
ments without invoking the Textile (Production and Distribution)
Control Order, 1962. The Ministry of Commerce have stated in a
written note that the maximum ex-factory price of hosiery yarn was
coriginally fixed on 14th November, 1960 on the basis of a report sub-
mitted by the Cost Accountants of the Ministry of Finance. The
price was subsequently revised on 8th August, 1961 and again in
October, 1963. The prices of woollen grey hand knitting yarn were
fixed on the 1st October, 1962 and prices of worsted weaving yarn
were also fixed on 1st October, 1962 on the basis of mutual agree-
ment between the spinning mills and the decentralised sector units.
The Ministry have stated that, “it will not be correct to say that
this price was uneconomic even if it may not have come up to the
expectations of some of the mills, who probably wanted a higher
price.” The Ministry have added that the decentralised sector was
getting the allotment of yarn through the Yarn Distribution Com-
mittee in the case of weaving yarn and through the Hosiery Indus-
try Federation, Ludhiana in the case of hosiery yarn and through
the Federation of Hand Knitting Woollen Processors in the case
of grey hand knitting yarn. The Committee have also been infor-
med that “Almost all the mills had defaulted in the delivery of yarn
at some point or the other and, therefore, technically, they had
contravened the provisions of the Woollen Textiles Ordcr, 1962 read
with the Essential Commodities Act to that extent. If panel action
was taken, almost all the mills would have to be prosecuted. The
Textile Commissioner has no field enforcement staff and this would
have thrown considerable strain on the existing staff as the mills
are spread over a number of places and States. He would also have
to prove to the Court that there was a default and for this purpose
he should get the evidence from the aggrieved party, namely, the
person in whose favour the permit was issued that the yarn was in
fact not delivered in terms of the permit. In effect it has been found
difficult to get such evidence as units in the decentralied sector are
mot co-operating when it comes to such steps...... Cutting off raw
material quota would have affected labour employment and also
production of woollen textiles......... It was because of these
considerations that no penal action could be taken against the mills.
However, the question of prosecution of such mills is now under
consideration”.

2383. In the course of evidence the Committee desired. to know
why, inspite of fixations of the price on the basis of mutual agree-
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vment between the spinning mills and the decentralised sector units,
‘it was stated that “it may not have come to the expectations of some
of the mills”". The representative of the Ministry has stated in evi-
«dence. “All this allocation was for the benefit of the decentralised
-sector. Now it is quite possible that the real suffering is not the non-
-availability of yarn but the price at which it became available......
It may be that the profits to be obtained by them got reduced.
“There is really no effective control on the final sale price to the con-
.sumer. The final sae price to consumer is by supply and demand
.and the real dispute is who will get the lion’s share of the profits
.on the sales”.

2.834. Cases of Spinning/Composite mills defaulting in the deli-
‘very of yarn according to the allocation terms issued by the Tex-
‘tile Commissioner came to be reported. According to the informa-
“tion furnished to the Committee by the Ministry of Commerce
{Appendix IV) as many as 35 mills defaulted in the delivery of yarn
:and in some cases the extent of default was between 32 per cent
and 39 per cent. It has been stated by the Ministry that the action
taken by Government to deal with such defaulters consisted only of
‘persuasion, issue of show cause notices as to why they should not be
‘prosecuted and issue of warnings. It has been claimed by the
“Ministry that “It was as a result of the constant pressure exercised
by the Textile Commissioner on the various mills that the percen-
‘tage of default was brought down considerably”. The Committee
‘had asked for the dates when complaints regarding non-delivery
‘wvere received, the dates when persuasion was resorted to and show
+cause notices were given, but this informatjon has not been furnish-
ed. It has, however, been stated in the note by the Ministry of
‘Commerce that in December, 1964 it was decided to prosecute three
-mills for non-delivery of yarn as they were serious defaulters. The
Law Ministry was consulted in the matter and they pointed out
some defects in the issue of delegation orders and also advised that
because of this mistake, the prosecution may not stand in those
three cases. That Ministry further suggested that the best course
‘would be to bring pressure on the mills to comply with the orders
under threat of prosecution. They also suggested that another way
‘was to take departmental action for the reduction of import quota
‘in subsequent periods. The Law Ministry suggested the issue of
fresh orders and then observing the conduct of the mills. If the
‘mills still persisted in committing breach, prosecution could be
1aunched.

2.85. It has been stated that actual prosecutions could not, how-
-ever, be launched by the Textile Commissioner as he had no enforce-

266 (Aii) LS—4.
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ment staff and could not get the necessary evidence. Morever, “It
is probable that in a few cases inability to deliver the yarn within
the prescribed time was due to the’ nonoavaxlabilxty of raw matenals
at th{at time”.

2 86 With a view to gathering evidence the Textlle Commissioner
has now collected the relevant data from the deventralised sector
and from the State Government of Punjab and the same is now
being scrutinised. The question of giving necessary enforcement
staff to the Textile Commissioner and of launching prosecutions of
all the defaulting mills are now under consideration of the Govern-
ment as prosecutions are looked after by the c¢oncerned State Gov-
ernments.

2.87. The Committee regret to note that as many as 35 mills
defaulted in the delivery of the yarn and in some cases the extent
of default was between 329, and 399%. It is unfortunate that the
only action taken by Government to deal with such defaulters who
contravened the control orders consisted of persuasion, issue of show
cause notices and issue of warnings.

2.88. Although the Committee have not been furnished with the
dates when complaints of defaults were first received and persuasion
etc. was resorted to, it would appear that the decision to prosecute:
the mills was taken first in December, 1964 and up till now, after a.
lapse of 4 years, no prosecution has yet been actually launched. In
this connection the Commitiee would like to point out that one of
the reasons due to which no prosecution could be launched is stated
to be the fact that there was some defect in the issue of delegation
orders. The Committee desire that this matter should be looked
into theroughly.

Proposal for penal import cuts

2.89. To deal with cases of failure on the part of mills in the
matter of delivery of yarn to the decentralised sector, it was sug-
gested to the Committee that penal import cuts should be imposed
on the defaulting mills. The representative of the Ministry has
stated during evidence that the Law Ministry was consulted in 1964
and they expressed the view that it might be difficult to make penal
cuts for failure to deliver goods according to the Textile Commis-
sioner’s orders on distribution, uless a clause had been included in
the import license that such action would be taken.

2.90. The Sub-Committee had desired to see the reference made
to the Ministry of Law and the reply of that Ministry. It appears
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from the paper furnished by the Ministry of Commerce that no for-
‘mal reference was made to the Minfstry of Law, but there was an
informal discussion between’ the Under Secretary, Ministry of Com-
merce, and a Deputy Legal Adviser in the Ministry of Law, after
which a note was recorded on. 29th August 1964 by the formet. It
was stated in that note that unless the import licence stipulated a
consideration that the spinner is under an obligation to supply yarn
to the persons specified by the Textile Commissioner, failure to
supply the goods would not amount to breach of the conditions of
the licence. It was, however, agreed that although this may not
fall within the various grounds given for refusal of a licence (men-
tioned in clause 6 of the Import Control Order, 1956), one could take
a view that refusal of an import licence is a discretionary matter and
there is no remedy against such a refusal.

2.91. From 1966-67 onwards, a clause has been introduced in the
import licence that if somebody fails to deliver the yarn made out
of wool in the manner ordered by the Textile Commissioner, a suit-
able cut could be made in the future import licences.

2.92. The Committee are glad to note that a clause was introduc-
ed in the import licences for 1966-67 that if a party failed to deliver
the yarn made out of wool in the manner ordered by the Textile
Commissioner, 3 suitable cut could be made in the future import
licences. They would, however, like to point out that whenever the
opinion of the Law Ministry is sought on any matter, particularly
those relating to interpretation, contravention of provisions which
involve prosecution or imposition of penalty/liquidated damages or
recovery of dues to Government, there should be a complete formal
reference by the Ministry /Department concerned and written advice
should be furnished by the Ministry of Law to avoig any ambiguity.

New policy for Import of Wool

2.93. The Study Team on the Textile Commissioner’s Organisa-
tion (Wool, Art Silk, Organisation and Personnel) examined the
question of distribution of yarn prepared from imported wool and
in their Report of February, 1968, observed as follows :

“It will be seen........ that the scheme for distributing yarn
to the decentralised sectors has not been a success. The
major defects as pointed out...... are summarised below:

(a) the basis for determining the quantity of yarn to be
delivered by each mill has been more or less ad hoc
there being no uniform pattern of production for the
industry;
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(b) yarn made out of raw material allocated to woollen
spindles is not included in the distribution scheme;

(c) the basic year for allowing mills to retain yarn for their
own use varieg for each type of yarn, 1959-80 for weav-
ing, 1956—58 for hosiery and 1960-61 for grey hand-
knitting;

(d) the pattern of production fixed for some mills was modi-
fied subsequently and weight also given to some mills
to retain additional quantity of yarn with reference to
capacity allowed after the basic year;

{e) many mills have defaulted in delivering yarn and no
action has been taken against the defaulting mills:

(f) many powerloom units did not get even their subsistence
quota;

(g) the verification team appointed by Government brought
to focus the fact that 115 out of the 225 hosiery units
verified were not genuine;

(h) the reports of the Directors of Industries indicated that
many processors did not process the yarn themselves.”

2.94. The representative of the Ministry of Commerce has
stated in evidence that upto the year 1965, the quantity of wool
available was sufficient and by and large about 85 per cent. of
the yarn earmarked for distribution was being distributed to the
right persons. It was only after 1965 that wool allocation was dras-
tically reduced and trouble started on major schemes and defaults
in the delivery of yarn in compliance with the allocation made by
the Textile Commissioner to which references have been made in
the earlier paragraphs, began to increase.

2.95. When the Committee in the course of evidence pointed out
that it took Government about 5 years to issue show cause notice
after persuasion failed with the defaulters in the delivery of varn,
the Secretary. Ministry of Commerce admitted “the position is that
when the supply of raw wool was as short as it was in 1965 the
schema of distribution which was somewhat attempted to be enfore-
ed between 1962 and 1965 compleic!y broke down after 1965 in
spite of best efforts. In 1967 we in the Ministry came to the con-
clusion that it was not possible to vork such a scheme when we did
not know from year to year how much foreign exchange would be
available, how much wool could be imported, how much could be
distributed, when there were hendreds. if not thousands of consum-
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ers, for this product. The abuses had taken place not merely at the
mill stage; the abuses had also taken place at the stage of registration
of weavers. There were lots of people who were not weavers but
got themselves registered as weavers. The conclusion we came to
was that the machinery of the Textile Commissioner’s office and the
Commerce Ministry as at present organized was incapable of enfore-
ing such a detailed type of control and yet we wished to do some-
thing in this matter. Here again there was an experimental system
which we were adopting—a new policy, a new technique where raw
wool was not imported by the mills but canalised through the STC
and to increase the bargaining power of the weavers raw wool quota
was given to the weavers' association and then they decided, not
the Textile Commissioner, as to how much wool should be given to
each mill. We thought that this would build into a market force
sanction, which through the legal application of Essential Commo-
dities Act we were unable to carry out. it is not yet certain whe-
ther the new scheme which we have introduced will produce the
desired results or this will also run into some difficulties. The only
consideration 1 would like to submit to the Committee is that we
are dealing with a difficult problem and admittedly the Textile
Commissioner’s office and the Ministry of Commerce have not been
able to deal with it efficiently from 1965 onwards.”

2.96. A new import policy was accordingly announced in Novem-
ber, 1967, the broad features of which are as follows:-—

(1) All imports of wool and synthetic fibres whether for domes-
tic consumption or for export replenishment will be
canalised through the S.T.C.

(2) No import allocations in respect of woollen spindles will
be made.

(3) Allocation of raw material imported by the S.T.C. will be
as follows: —

(i) 20 per cent. to be distributed to the Actugl Users,
namely, worsted spinners pro rata to their installed
spindlage.

(ii) The existing procedure of allocating on spindles and
past consumption basis has been ciscontinued.

(iif) The balance of 80 per cent. will be allocated on the
basis of pattern of production of various sub-sectors
namely 55 per cent. for weaving, 27 per cent. for
hosiery and 18 per cent. for hand knitting yarn.
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" (iv) Allocation for weaving purposes will be distributed
equally on the basis of eligible registered power looms
installed whether they are in the organised sector or
in the decentralised sector.

(v) Hosiery yarn allocation will be on the basis of the
consumption during basic period, namely, 1st April
1966-30th October, 1967.

(vi) The knitting yarn allocation will be on the basis of past
consumption.

(4) The existing controls on production, prices and distribution
will be removed. However, no production price or distri-
bution controls will be made applicable in respect of the
above mentioned allocations.

(5) The Textile Commissioner will give quota certificates to
each allottee on production of which they will get import-
ed raw materials from the S.T.C.

(6) The value of allocation will be computed at the rate of
weighted average of wool prices as on 1st November, 1967.

(7) Every allottee will be required to supply at a negotiated
price certain percentage of their production of goods to
Super Bazars and other Co-operative Fair Price Shops as
may be determined by the Textile Commissioner.

(8) The units in the decentralised sector are expected to get
their raw material converted into yarn through authorised
spinning units only. Certain checks to ensure compliance
with this have been envisaged.

(9) For failure to get the wool spun through authorised units
or failure to supply the required quantities of goods to
Super Bazars certain corrective measures are p:roposed.

(10) Units in the decentralised sectors have communicated to
the Government that they would try to work out a method
by which all the spinning mills get equal opportunities
for spinning wool which will be given to the decentralised
units. ‘ '

(11) Special reservation has been made for Jammu and Kash-
mir State and the ‘basic period for this purpose has been
fixed as October, 1966 to September, 1967.
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(12) 10 per cent. of the value of allocation will be eligible for
synthetic fibres and tow as against 20 per cent. which was
allowed for 1966-67 wool year.

(13) In the case of raw material for Hair Belting Yarn this will
also be supplied to the manufacturers of Hair Belting for
whom the raw material is yarn and not wool.

(14) Actual users will be required to apply for allocations for -
the quota of raw wool to the Textile Commissioner. After
scrutinising the applications the same has to be forwarded
to the S.T.C. with an Essentiality Certificate for the value .
recommended by the Textnle Commissioner.

2.97. While the decentralised sector have generally welcomed the
new policy, the organized sector have not welcomed it because they
feel that in view of the specialised nature of the work of wool pur-
chase and the specific requirements of the machinery of individual
mills, it would be better to allow the individual mills to effect the
purchase suited to the specific requirements of their machinery.

298. A writ petition was also filed by some mills against the
new policy in the Bombay High Court alleging that the decisions of
the Government were in violation of the fundamental rights grant-
ed under Articles 14, 19(1)(g) and 31 of the Constitution.

The main points of dispute were:

(i) The order of canalising through the State Trading Corpo-
ration of India all imports of wool whether for actual
users ar under the policy for registered exporters, and of
synthetic fibres was void in law, and that it affected the
existence of the woollen mills.

(ii) The new distribution policy which provided for a direct
allotment of raw materials to the actual users in the decen-
tralised sector was improper, as in view of the procedure,
such units were not actual users and were not entitled to
an allotment of wool. Their contention ‘was that such
actual users were entitled only to.yarn which was the raw
material.

2.99. On January 3, 1968, an interim injunction was issued by the -
Bombay High Court restraining the State Trading Corporation from
importing or committmg to import any raw materials-for the woollen
industry under the new policy. Howevar,  some -:interim arfange-
ments were artived at between the Indian Woollen Mills Federation"
and the representatives of the decentralised sectors, and the interim
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injunction was vocated by the High Cowt of Bombay on the 30th»
January, 1968. In terms of the Consent Order, 72 per cent. of the-
allocation made to the decentralised sectors was to be given to the-
mills affiliated to the Federation for spinning. If there was any dis-
pute between the parties in regard to the spinning charges, such
distribution was to be referred to the Textile Commissioner for-
fixing the charges and his decision will be binding on both the-
parties. According to the latest information with the Government,
a very substantial portion of the wool allotted to the decentralised”
sectors has moved to the spinning mills affiliated to the Federation.

2.100. Certain shortcomings in the new import policy have been-
brought to the notice of the Committee by ihe organized sector whe-
fee! that under the imvort through the S.T.C. the country may have-
to pay more foreign exchange for such imports.

2.101. The organised sector feel that in centralised purchasing of”
wool, as provided in the New Import Policy, the timing and judge-
ment as to price is not practicable. The Government do not agree-
with this view and have stated that it has been found that some:
of the purchases made by the S.T.C. are at more favourable prices:
than the mills’ own purchases.

2.102. The organised sector have also stated whenever demand
for bulk-buying is known, the prices in the Australian markets
shoot up. Further there is a tendency amongst the foreign suppliers
to form themselves into cartels for the sale of goods with a view to
create a countervailing power against the power of a monopoly pur-
chase and that such a cartel inevitably leads to higher prices. While
accepting -hat it does happen that foreign buyers sometimes make
an agreement among themselves in regard to price, and offer differ-
ent prices to different purchasers, Ministry of Commerce feel that
if the purchaser is a single agency, it would be possible for him to-
break any monopoly or cartel that may have been formed in the
supplying country. The S.T.C. has been able in the past to break
such monopolies in respect of some commodities.

2.103. The organized sector also feel that for the production of
many different kinds of woollen and worsted yarns and for securing.
the desired effect on finished articles, wools of an even character and
specified degree of fineness are required and the same can be econo--
mically and suitably purchased only by the consuming spinner-
according to his machinery, mill practice and end-product require--
ments. The Government, however, are of the opinion that even.
under the canalised procedure it is entirely open for a spinning mill .
tWwidaform the S.T.C. of its own requirements of different types of.
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-wool having due regard to the machinery available with it and the-
end-product requirements. As a result of the S.T.C.’s bulk purchase,
it is anticipated that it should be possible to get more favourable-
prices. It is mainly with a view to safeguard foreign exchange ex-
penditure and to get the best possible price. that canalisation has-
been introduced by the Government.

2.104. An apprehension has also been expressed that under the
new policy exporters of woollen goods would not be in a position:
to know whether they would continue to get through S.T.C. the
same varieties of man-made fibre which most of them used to import
against their replenishment licences so far. The exporters would
thug have to recalculate whether it would be worthwhile to continue
accepting overseas inquiries at the earlier rates. The Government,.
however, do not consider that the exporters need have any appre-
hensions in regard to the quality of goods which they would get
through the State Trading Corporation. It was always open to them
to specify their requirements which the S.T.C. would be able to
procure for them at competitive prices. There is no cause for appre-
hension that it will not be worthwhile for the exporters to continue
accepting overseas enquiries at the earlier rates. S.T.C.'s servicing
charges in respect of requirements of exporiers are nominal.

2.105. The Committee are unhappy to note that “the scheme of
distribution which was somewhat attempted to be enforced between
1962 and 1965 completely broke down after 1965” in spite of the best
efforts as stated by the representative of the Ministry. The Com.-.
mittee further note that in 1967 when the Ministry of Commerce came
to the conclusion that “it was not possible to work such a scheme” a
new system, a new policy was thought of. Since the new policy has
been stated to be of an experimental nature, the Committee would
like the Government to keep a careful watch as to how the new

scheme functions and to what extent it is able to achieve the desired
results.

Allocation of foreign exchange for import of wool.

2.106. It has been also represented to the Committee that the an-
nouncement of Government regarding allocation of foreign exchange
for import of wool is made quite late in the year, with the result that
the actual users are not able to participate in auctions in Australia.
and New Zealand and to purchase the raw-wool at competitive rates.
The auctions begin early in August when prices are relatively com-
petitive and by November prices on an average are 15 to 20 per cent
higher. This involves loss of foreign exchange and uneconomic prices
which adversely affect the export effort of the industry. In 1967 the
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loss of foreign exchange due to the late issue of import liscences
‘would be of the order to Rs. 25 to 3 crores.

2.107 The Committee have examined the representative of the
Ministry of Finance (Department of Economic Affairs) in this con-
nection. That Ministry have explained in a written note that though
the auctions of wool start in August, it is not as if the prices are
.always lower in August and September than in the following months.
Much of the variation of prices takes place according to outlook from
time to time about the market availability and the demand. Prices,
therefore, do flactuate. However, they have not been able to get the
data “either to confirm or to deny the statement”. The Ministry have
denied having received any complaints about payment of high prices
due to delay in foreign exchange allocations. The Ministry have
-added that the foreign exchange position being under continuous
strain, foreign exchange allocations for various items including
«commercial and industrial imports depend on the overall availability
of resources which comprise mainly the export earnings and external
aid. Any uncertaintity in the availability of aid, makes it difficult to
have an overall idea of the resources until quite late in the year. This
has resulted sometimes in inadequate provision or provision in instal-
ments. For the purpose of allocation of foreign exchange, the wool
year is reckoned as October-September and the Ministry claim that
in 1966-67 a full year’s allocation of Rs. 12 crores was made on the
11th August, 1966 well before the beginning of the wool year. Also
in 1967-68 Rs. 6 crores was allocated in July, 1967 and an equal
amount in the middle of September, 1967. The Ministry have ex-

. pressed their willingness to consider feasibility of providing foreign
exchange allocation for the import of wool at an appropriate period
and in special cases to indicate in advance the extent of availability of
foreign exchange even when formal allocation was to take place

later.

2.108. As all imports of wool are now being done through the
State Trading Corporation, the Committee hope that the State Trad-
ing Corporation and the Ministry of Finance will devise a suitable
method to emsure timely release of foreign exchange for import of
‘wool so that it is possible to purchase wool in the Infernational
‘markets in time and at the lowest possible prices,

Alleged Delay in allocation of imported wool

2.109 In the contracts for sale of wool the foreign suppliers- stipu-
late a condition that the supplies will be subject to the terms and
conditions laid down by the International Wodl Textile Organisa-~
tion. One of the terms laid down by the said organisation®is that any
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claim in respect of under-yield or wrong quality must be referred to
the supplier within seven months from the receipt of such wool in
the importing country. It has been represented to the Committee
that on account of delay in issue of release orders by the Textile
Commissioner for the wool imported through the Indian Woollen Mills
Federation, processing results etc. could not be made available by
the actual users within the stipulated period of seven months and
therefore no claims could be made against the foreign suppliers in
respect of under-yield or bad quality.

2.110. The Ministry of Commerce have. stated that if js possible to
estimate the yield and also assess the quality of wool by means of a
core test, which is usually made at the time of supply. The actual
quantum of yield and the quality of wool can be determined at the
stage of scouring or washing of wool before its conversion into tows
or it is carded. It was the responsibility of the Federation to have
either taken a core test or processed the wool within the stipulated
time. This processing need not have been tied up with allocation and

could have been done in time as has been done by the Federation in
a number of other cases.

2.111. As all imports of wool after October, 1967 are being made
through the State Trading Corporation, the Committee desired to
know as to how it would be ensured that the time limits prescribed
for preferment of claims are adhered to. The Ministry of Commerce
have stated that the State Trading Corporation will be able to allo-
cate the wool to various units without any delay and this should
enable the mills to process the wool within the time prescribed in
the contracts and make claims in respect of any under-yield or
inferior quality. Once the wool is released it would be for the mills
concerned to process it in time and make the claim.

2.112. The Committee trust the State Trading Corporation will
ensure that the importeq wool is allocated to various units without
any delay. They further suggest that the Ministry may examine
how far it is possible for the State Trading Corporation to under-
take the core tests with the existing machinery before they are dis-
tributed to the mills so that claims, if any, could be made in time,

Import of Syntlictic Fibres on licences for wool.

2.113. It has been suggested to the Committee by the Indian Wool-
len Mills Federation that in order to augment the productioh and
supply of woollen materials, “the mixed yarn scheme for producing
geods "eut of imported wool in admixture with man-made fibre
‘showld be introduced.” The Ministry ef Commerce have stated that
“the trend in production is more and more towards mixed flbres. It
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is not, however, possible for the Government to enforce a scheme.
It should be left largely to the manufacturers and the consumers to
evolve a pattern of production for mixed yarn or mixed fibrics.”
The Governmen* hope that in due course of time, the production of
mixed fibres would increase automatically, without any pressure
from anybody. It has also been stated that under the revised scheme
such mills as are desirous of producing mixed yarn or fabrics can do
s0.

2.114. It has further been represented to the Comimittee by the
Federation that in the new policy for import and distribution of
wool only 10% of the value of allocation has been made eligible for
synthetic fibres and tow as against 20% which was allowed for
1966-67 wool yarn. The Committee asked the Ministry of Com-
merce to state the reasons for the reduction in percentage. In reply
the Ministry has stated in a written note that “During 1966-67, 20%
of the face value of the licence was permissible for import of syn-
thetic fibres. This was reduced to 109 in the following year as it
was felt that the industry could not gainfully utilise the allocation
at the rate of 20% of the face value of the licence.”

2.115. The Committee hope that Government would review the
position periodically and take suitable measures with regard to fixa-
tion of percentage for eligibility of synthetic fibres.

Spinning Charges for Yarn

2.116. The decentralised sector have brought to the notice of the
Committee that the Mills in the organized sector have decided not
to spin yarn at less than the spinning rates fixed by their represen-
tative body wheih would be more than 300% higher than the normal
spinning charges prevalent in the industry.

2.117. While confirming that the Indian Woollen Mills Federation
are reported to have “apprised its constituent members not to ac-
cept any spinning work on commission basis at a charge of less than
Rs. 20 per kilogram”; the Ministry of Commerce have informed the
Committee that “quite a number of mills affiliated to the Federa-
tion have accepted commission for spinning from the decentralised
sectors at much lower charges (about 10-11 rupees per kg.). So long
as no dispute is referred to the Textile Commissioner for arbitration
as required in the consent terms, Government consider that there is
no need to take any action in the matter.”

2.118. The Government also understand that the “spinning charges

have shown a downward trend in so far as Spinning Mills who are
not affliated to the Indian Woollen Mil's Federation are concerned.”
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2.118. The Government hope that once the Writ Petition before
the Bombay High Court is disposed of. the natural law of competi-
tion would ensure that the spinning charges are reduced. If, how-
ever, it is found at any stage that production of woollen goods is
likely to be affected as a result of dispute between the different
sectors, statutory spinning charges would be fixed by the Textile
Commissioner who has since been given adequate powers in this
regard.

2.120. The Committee trust the Textile Commissioner will be
prompt in initiating action in future, where circumstances so warrant.

Inadequacy of Allocations to Hand Knitting Wool Processing Sector

2.121. Complaints have also been made to the Committee regarding
inadequacy of the allocations of imported wool made to the various
units of the decentralised sector. The Ministry of Commerce have
stated that what is true of the decentralised sector is also true of
the organized sector. The present quota for the knitting sector is 18%
to 25% and according to the assessment made by the. Ministry this
should be adequate for meeting the requirements of hand knitting
yarn. It has been stated that the allocation is based on the actual
aumber of registered looms irrespective of whether they are in the
decentralised sector or the organised sector. 90% of the allotment
for the hosiery sector is accounted for by units in the decentralisea
sector. Unless the foreign exchange allocation for import of raw
wool is substantially increased or exports are stepped up. the pre-
sent under-utilisation of capacity is likely to continue for some
time. The organised sector on the other hand has the disadvantage
of imbalance between yarn production and requirements for weav-
ing and processing.

2.122. The Ministry have also stated that a Committee was recently
set up by the Government to go into the question of distribution of
allocation of raw materials to the units in the Hand Knitting Wool
Processing Sector. That Committee has just submitted its report
and it is being examined by Government.

2.123. The Estimates Committee would like Government to con-
clude their examination of the recommendations made by the Com-
mittee which has beepn set up recently to go into the question of dis-
tribution of allocation of raw materials to the units in the handknit-
ting wool processing sector and come to an early decision in the
matter.
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Allocation to Hosiery Sector '

'2:124. It was also brought'to the notice of the Committee that “so
far &8 the decentralised hosiery sector “is concerned, 409 of the
quota is consumed with Government’s consent, by 24 tig units’ in
this Sector”™ The Ministry' of Commerce have stated in this con-
nection, “It is true that 40% of the quota for the decentralised sec-
tor is accounted for by 24 big hosiery units. 'This is because these
units had large consumption of hosiery varn during the basic period.
Allotment of rgw material to the hosiery sector is based on con-
sumption during the basic period 1st April, 1956 to 30th October,
1959, ........ Even in the organised sector a substantia] percentage
of the total allotment is accounted for by 5 or 6 mills. This is a his-
torical accident but the Government have taken some steps to re-
duce the maximum quantity given to these units by making a pro-
gressive cut in the allotment due to them.”

2.125. Asked as to what steps had been taken by the Government
in this direction, the Ministry of Commerce have explained in a
written note that, “there is no standardization for the manufacture
of hosiery machines. It is, therefore, not possible to indicate the
production capacity of these machines. Further, there is no acquisi-
tien or installation control on hosiery machines and it is open to &
unit to increase or decrease its capacity according to needs and
availability of raw materials. The-only basis on which yarn could
be distributed to the hosiery units was past consumption of yarm
produced out of imported wool in a specifled period.”

2.126. The total number of hosiery units qualifying for quota is
‘about 875. There is a number of other units engaged in the pro-
duction of hosiery items including those of artsilk and cotton. The
quota keligibility of hosiery yarn of the 24 big units in the decentral-
ised sector was approximately 40% of the quantity available for
normal distribution to quota holders in that sector.

2.127. In July, 1964, the Government of India appointed a com-
mittee under the Chairmanship of Shri A. V. Venkateswaran, Joint
Secretary in the Ministry of Commerce, to review the then existing
scheme of distribution of woollen hosiery yarn to the decentralised
hosiery units in the country.

2.128. All the bodies invited by the above committee including
Hosiery Industries Federation agreed that in the system of yarn
allocation there was too wide a disparity between the minimum and
the maximum entitlements and that this itself required to be nar-
rowed down considerably in the interest of social justice. The Com-
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mittee recommended that progressive cuts should be adopted for
narrowing down the existing gap between the minimum and the
maximum quotas. The committee suggested that no cuts need be
made in the case of units having an average annual basic consump-
tion upto 10,000 1bs. Units in the quota range of 10,001 lbs. to
20,000 1bs should surrender 20% of their quota in excess of 10,000 1bs.,
the units having a basic quota of 20,000 I6s. would accordingly get an
allocation proportionate to a basic period consumption of 18000 lbs.
Quota holders in the range of 20,001 to 30,000 l1bs. were to surrender
25% of their additional quotas over 20,000 lbs. Similarly, quota
holders in the range of 30,001 to 40,000 1bs were to surrender 30% of
their additional basic entitlement over 30,000 1bs. The allottees in the
range of 40,001 IbBs. to 50,000 I1bs. were to surrender 359, of their
quota in excess of 40,000 lbs. The units in the range of 50,001 lbs. to
1,00,000 1bs were to surrender 40% of their excess quota over
50,000 lbs. The quota units in the highest range of 1,00,000 lbs. to
2,00,000 1bs were to surrender 45% of their additional quota in ex-
cess of 1,00,000 lbs. The recommendations involved overall reduc-:
tions ranging from 109% to 33% for units having an ' verage annual
basic consumption to 10,001 to 2,00,000 lbs.

2.129. The said committee also recommended at the same time that
all units having annual basic entitlements of below 750 1bs. may be
brought up to an annual basic entitlement of 750 lbs.

These recommendations of the Committee were accepted by Gov-
ernment. )

2.130. The Committee note the steps taken by Government to-
remove the wide disparities between the Minimum and maximum
entitlements to hosiery units and hope that Government will pursue
similar measures in the interest of equity if such disparities exist.
in other sectors of the woolen industry. They also hope that the
industry, on their part, would also extenq their full co-operation in.
bringing about such changes.



CHAPTER Il
IMPORT OF WOOL FOR DEFENCE REQUIREMENTS

3.1 With the Chinese aggression in 1962 and with the declaration
of emergency in the country, there was a certain huge demand from
-defence for various woollen items which was required ta.be supplied
‘on a war footing. In the notes and documents supplied by the Min-
istry of Commerce, it has been stated: —

“The Minister for International Trade convened a meeting on
the 10th November, 1962, to discuss the steps to be taken in
ensuring supplies of woollen textiles for Defence. The
Special Secretary, Ministry of Commerce and Industry and
the Textile Commissioner with some of his officers were
present. As a result of the discussions a note showing the
action to be taken was prepared by the Textile Commis-
sioner. The same afternoon the Minister for International
Trade had a meeting with the representatives of the differ-
ent sections of the woollen industry and the note was plac-
ed before the meeting. The representative of the woollen
industry promised their fullest cooperation in organizing
supplies for the defence.

As a result of the decisions taken a Controller of Woollen Tex-
tiles is being appointed. He will have three Woollen Pro-
duction Advisory Committees—(i) for composite and
spinning mills, (ii) for Hosiery and (iii) for small scale
weaving sectors.”

3.2 On 11-11-1962, a press note was issued by the Press Informa-
tion Bureau which, inter alia announced: “The Government of India
‘have appointed a Woollen Controller to implement and supervise the
various measures decided upon. A Woollen Production Advisory
Committee, consisting of Shri R. K. Birla, Shri V. Calloway, Shri B.
M. Grover and Shri G. K. Singhania, will advise the Controller in
fixing the production schedules of each of the composite and spinning
‘mills, Two other committees will assist the Controller in the work
regarding the hosiery and small scale weaving sectors.”

438
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dssue of Licences for Import

3.3 Prior to 1862 no separate foreign exchange allocation for im-
iport ot raw materials was made for manufacture and supply of goods

required by Defence forces. The units getting the raw material
-allocations were, however, free to manufacture and supply the goods
to D.G.S. & D. .against tenders invited by them for Defence require-
ments. However on three occasions the Government made a special
allocation of foreign exchange for purchase of raw wool for supply of
‘Defence needs. The first two allocations were made in 1962-63 at the
‘time of Chinese aggression and the third allocation was made °in
1965-66 at the time of out-break of hostilities with Pakistan.

‘First two ad hoc «allecations made in 1962-63

‘3.4 Allocations had been made to the woollen industry in the nor-
‘mal way of the foreign exchange ceiling of Rs. 7.50 crores. for the
period October, 1962 to September, 1963. By the time of the Chinese
aggression- in Oc¢tober, September, 1962, the Woo len spinning/com-
posite mills had not covered the entire value of their 1962-63 Actual
Users Licences, primarily meant for civilian consumption. It has been
-stated by the Mini-try df Commerce that the Government, therefore,
-decided to restrict the imports a~dinst these unutilised portions of the
A U. licences to 56s qudlity and 48s quality of wool only. This was
‘done because Defence requirements were to be met mainly out of
these quadlities of ‘wodl. Tn -aldition to this utilisation of the A.U.
Licen-es (expected to be of the value of about Rs. 2.50 crores), an
.:additional foreign exchange of Rs. 5.70 crores was issued for meeting
the Defence supplies. A part of this allocation was utilised for the
import of dyes and ¢hemicals. With a view to ensure prompt imports
and proper distribution, the actnal imports were canalised through
the then existing two Arsociations of the Woollen Mills, viz. All India
‘Woollen Mills Association, Bombay and the Federation of Woollen
Manufacturers in India, the forerunners of the Indian Woollen Mills
Federation.

3.5 Two licences were issued on 30th November, 1962 for import
-of raw wool, wodl tops etc. (value of Rs. 5.25 crores) and dyes and
«¢hemicals (value Rs. 25 lakhs) and the balance of Rs. 20 lakhs “was
:apparenfly kept as a reserve by the Department of Supply”. Later on
the amount. of Rs. 20 lakhs was surrendered by the Department of
Supply and the Textile Commissioner was informed by the Ministry
of Commerce that this can be utilised for the import of raw wool,
wool tops etc.

286 (Aif) LS—4.
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3.6. As the requirements were immediate, a special Wool Purchase~
Mission consisting of M/s. Gopal Krishna Singhania (Raymond
Woollen Mills), R. K. Birla (Digvijay Woollen Mills) B. N. Grover-
(Model Woollen Mills) and V. Colloway (British India Corporation).
was sent to Australia and New Zealand in November, 1962 to arrange-
immediate purchases at competitive prices.

3.7 Taking into account the further needs of the Defence Forces
and to make full use of the wool top season beginning March, 1963, a
meeting of Secretaries, Department of Ezonomic Affairs, Ministry of
Economic and Defence Co-ordination, Ministry of Commerce and In-
dustry and Joint Secretary, Department of Supply was held on
11-2-1963. At this meeting it was decided that an allocation of
Rs. 5.7 crores from free resources should be given immediately. Out
of this recond ad hoc allocation of Rs. 5.7 crores of foreign exchange:
allowed by the Ministry of Finance for further import of raw
materials ‘to ' meet Defence requirements, only Rs. 348 crores were
earmarked for the import of wool, wool tops etc.

3.8 After the hostilities with China had ceased and the imports:
had been effected against the above mentioned two ad hoc alloca-
tions, the Defence requirements had gone down and certain quan=
tities of imported wool were rendered surplus to Defence needs and:
released for civilian consumption.

3.9 For a proper appreciation of the events and allegations at
various stages, the Committee have gone into the details of each
stage as detailed in the following paragraphs.

Assessment of Defence needs and allocation of foreign exchange.

3.10. The Ministry of Commerce had informed the Committee that
the Defence needs for import of wool on the basis of which foreignm
exchange allocations were made were assessed by an inter-
departmental Committee consisting of reoresentatives of the Minis-
try of Defence. tbe D.G.S. & D. and the Ministry of Commerce,

3.11. The Ministry of Defence, however, informed the Committee
in May, 1968 in a written note that “it has nct been possible to locate-
the papers readily available with the Ministry of Defence (Depart-
ment of Defence) whether and under what circumstances the special
allocation wag made in 1982 for the imoort of wool and other woolleu
products t0 meet the requiréements of Defince.”™
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3.12. When the Sub-Committee took official evidence on the 24tb
September, 1968 this position was reiterated by the representative
of the Ministry of Defence, who stated that although some later
papers were available with their Ministry they had not been able
to locate any earlier papers about association of the Ministry of
Defence with the inter-departmental Committee that assessed the
requirements of foreign exchange. In reply to a question, the repre-
sentative of the Ministry of Defence confirmed that there could be
some papers in some attached or subordinate office (viz., the Army
Headquarters who actually place the indents for the Defence forces)
or papers taken away by the SP.E. which they had not gone
through. After intimating the position to the Committee in May,
1968 as indicated above, the Ministry of Defence had started collect-
ing the records in July, 1968, on receipt of a communication from
the Ministry of Commerce dated 10th July, 1948 and were continuing
their efforts to locate the earlier papers. '

3.13. The representative of the Ministry of Defence was told by
the Sub-Committee to locate the papers and give full information to
them.

3.14. When the meeting of the Sub-Committee was resumed on
the 25th September, 1968, the representative of the Ministry of
Defence stated that they had since been able to locate the earlier
papers which showed that on the 30th October, 1962, the Army
Headquarters prepared a list of these tentative requirements of the
Services for E.I. clothing items for the then existing forces as well
as the new raisings upto March, 1964. On the basis of these require-
ments, meetings were held in the office of the D.G.S. & D. in order
to plan a large scale production of textile items enumerated in the
list prepared by the Army Headquarters. Officers of the Army
Headquarters were also asked to attend those meetings.

3.15. The Committee wish to ajmess their nnhapplness over the
fact that the Ministry of Defence could not locate the original papers

*At the tme of factual verification, the Ministry of -Defu_ace have intimated
as follows: —

“Under their Office Memo. No. 3|3(1)-EC-1I1|67 dated 10th April, 1868,

. the Lok Sabha Secretariat forwarded to the Defence Ministry a list
containing four points on which information was required to be

fu:nished from Defence Ministry. Complete informatiop 6n 3 points

was furnished to the Lok Sabha Secretariat under the Defence Mi-

' nistry’s Office Memorandum No. 5(1)|68 D(0.1) dated 28th May
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for somie time in the initial stages.* The Committee cannot over-em-
phasise the need for the Ministrksto act with promptitude while
dealing with references from Parliamentary Committees.

1968. The Defence Ministry were however, unable to furnish com-
plete information on pa.a 3 of the Questionnaire for reasons men-
tioned below. It was only on 24th September 1968 that we could
obtain a copy of the minutes of the Inter Departmental meeting
held on 5th November 1962 and other refecrences and we were then
able to locate the relevant flles and furnish immediately the complcte
information on the 25th September, 1968. The statement below
inlicates the efforis made by the Defence Ministry from time to
time in complying with the requirements: —

‘The Lok Sabha Secretariat Memorandum No. 4|3(1)-ECII1|67, dated
10th April 1968 asking for information from the Defence Ministry
in respect of specified points by 25th April 1968 was received in

: the Defence Ministry on 11th April, 1968. Immediately, infor-

mation on the said points was sought from the Army Headquar-
ters by note dated 15th April, 1968. The reply of the Army Head-

‘ quarters was received on 18th April 1968. With reference to the

Point 3, Army Headquarters stated as follows: —

“We are not aware of the details of allocation of Rs. 8.9 crores in
the yea~ 1962 in respect of wool and other woollen products to
meet Defence requirements.”

2. Information was also sought from the Navy side and the Air Force
side and replies were recelved from them.

‘3. As the questionnaire received f om the Lok Sabha Sectt. con-
cerned a number of Sections, a meeting was held in the Defence
i Ministry on 6th May 1968 to finalise the draft replies. All the
Sections which could possibly be concerned with the matter were
invited to that meeting. The replies furnished to the Lok Sabha
. Sec-etariat were based on the draft finalised at that meeting on
the basis of the papers then available in the various Sections.
These replies were sent on 28th May 1968,

4. On the same day i.e. 28th May 1968, action was initiated with a
/ view to locate the various papers on the subject in question per-
‘ taining to the year 1962. A let'er dated 28th Mav 1968 was
addressed by the Defence Ministry to the Commerce Ministry
drawing their attention to their reply to the Lok Sabha Secre-
tariat stating that the requirements of raw mate-ial for meeting
the Defence needs were assessed bv an Inter-Departmental Com-
. mittee consisting of the Ministry of Defence, the DGS&D and the
Ministry of Commerce. The Commerce Min‘stry we-e requested
to forward copies of the minutes of the Inter-Departmental Com-
- " ‘mittee in question and the names of the representatives of the
' Defenre Ministry who attended the meeting in question. This
' was ddlae with a view to get the refe-ences in question from the
Commerce Ministry in order to assist the location of the papers.
. l ‘On 15th June 1968, the Defence Ministr; reminded the Commerce
- .0 " Ministry and requested them to supply early the informltion
-, .. desired in our letter of 28th May, 1968.
L 0 On 10th Julv, 1068, a rep'v wags received from the Commerce Min-
" istry forwarding. certain tnformatlon As regards the minutes of

. \ }
Seooee 7
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3.16. As a number of Ministries/Departments *were concerned
with the matter and different figures of foreign exchange require-
ments, values of the special ad hoc licences etc. had been indicated
to the Committee by different agencies (including the Indian Woollen
Mills Federation), the Committee desired that the Ministries/
Departments concerned should prepare a joint note bringing out all
the chain of events from the stage of formulation of requirements of
Defence Services to the stage of actual impart of wool to meet those
requirements and arising of surplus from these imports. This note
was furnished to the Sub-Committee on the 31st December, 1963 by
the Ministry of Commerce and the salient features thereof are given
below: —

(1) The War Book of the Government of India lays down the
functions of the various Ministries of the Government of
India and other authorities in an Emergency. The pro-
curement of essential supplies required in connection with
the 1962 Emergency was the concern of the “Resources
Committee”, the composition of which is given in
Appendix V.

the Inter-Departmental meeting of 5th November 1962, the Com-
merce Ministry stated that the minutes were prepared by the

DGS&D and the copy of the minutes may be obtained from
DGS&D.

7. Efforts were made to obtain the minutes of the meeting in question
from the DGS&D who could not supply the same. Accordingly a
letter was addressed by the Defence Ministry to the Commerce
Ministry on 1st August, 1068 requesting again that a copy of the
minutes of the meeting circulated by the DGS&D under their en-
dorsemeunt No. DS(STV) /Defence/62 dated 8th Nuvember, 1952
may be forwarded at a very early date. However the Commerce
Ministry again in its reply dated 29th August, 1988 stated that the
minuteg in question may be obtained directly from the DGS&D
although we have mentioned in our letter of 1st August, 1968 that
we have been unable to obtain the coepy from the DGS&D.

8. Meanwhile a notice was received from the Lok Sabha Secretariat
on 2nd September, 1968 stating that the representatives of the
Defence Ministry may be called at a very short notice on the se-
cond day of the evidence ie. on 25th September, 1968

0. On 24th September, 1863 a telephonic message was received from
the Lok Sabha Secretariat desiring that a representative of the
Defence Ministry should immedia‘ely attend the meeting in pro-
gress. After a short hearing, the matter was postponed to the
next day. The particulars of the various references were ob-
tained from the Commerce Ministry and the DGS&D on 24th Sep-
tember, 1968, the relevant files traced and the further information
desired furnished.’

The Defence Ministry takes this opportunity to ascure the Estimates Com-
mittee that all references from Parliamentary Committees are dealt with ut-
most promptitude and seriousness.”
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At the first meeting of the Resources Committee held on:
the 29th October, 1962. it was agreed that the D.G.S. & D.
in consultation with the Development Wing and other
appropriate authorities should initiate a complete review
of existing and potential capacity of stores and equipment.
The Ministry of Defence were requested to send to the
Purchasing agency forward programmes of their require-
ments preferably in half yearly periods from the “Zero”
date as a pre-requisite to effective planning.

(2) Tentative requirements of extra issue clothing items upto
March, 1964 were prepared by Services Headquarters
(Defence) on 30th October 1962.

Director (R&D Defence) wrote to the Additional DGS&D
the same day suggesting immadiate action to hold meetings
with the trade for planning a large scale production to
meet those requirements, about which there had been
telephonic conversations between the two Departments.

(3) DGS&D decided to hold meetings with top executives of
the woollen industry on 5th and ¢th November, 1962, and
the Liaison Officer of the Ministry cf Defence informed
the officers concerned in that Ministry about the same.

(4) On 3rd November 1962, in the second meeting of the Re-
sources Committee, the DGS&D informed the Committee
about the forecasts of requirements indicated by the Min-
istry of Defence. The Resources Committee appointed a
Sub-Committee under the chairmanship of the DGS&D to
meet immediately on receipt of firm forecasts of require-
ments from the Ministry of Defence to review the existing
and potential capacity for items in short supply.

(5) On 5th November 1962 DGS&D met representatives of the
following nine mills who had been generally meeting the
Defence requirements in the past: —

(1) Shri Dinesh Mills, Baroda.

(2) B.I.C. Kanpur Woollen Mills Branch, Kanpur.

(3) BI.C. New Egarton Woollen Mills, Dhariwal.

(4) Raymond Woollen Mills, Bombay.

(5) The Bangalore Woollen and Silk Mills, Bangalore.
(6) Bombay Fine Worsted Castle Mills, Bombay.

(7) Oriental Carpet Manufacturing Co., Amritsar.
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-(8) Panipat Woollen Mills.
(9) Digvijay Woollen Mills, Jamnagar.

‘It is not clear from the file as to when and how the invitations
were issued to the representatives of the industry.

(Prior to the above meeting on 5th November 1962 inter-
departmental discussions were held with the representatives
-of the Ministry of Defence/Armv Headquarters, Ministry of
Commerce and Industry and thz Textile Commissioner).

On 6th November 1962 there was a meeting with represen-
tatives of the hosiery units of Ludhiana who had been mainly
supplying hosiery items for defence against DGS&D tenders,

{6) On 31st October 1962, DGS&D wrote to the Ministry of
Commerce stating that he would need assistance for import
of wool/woollen materials to meet requirements of
Defence.

{7) On 31st October 1962, the Minister for International trade
decided to hold a meeting on 10th November 1962 to dis-
cuss the emergency requirements in regard woollen arti-
cles. Apart from officers of the Ministries/Departments
concerned, non-officials representing the woollen industry
were also sent communications to attend that meeting.
A detailed background note was also required to be pre-
pared for this meeting.

(8) Shri Zalani, a Deputy Director, in the Textile Commis-
sioner’s office prepared a detailed background note on
7th November 1962 and came to the conclusion that the
foreign exchange requirements would be about Rs. 16
crores.

(9) On 8th November 1962, Brig. ~hopra DRD(G) in the Min-
istry of Defence, also prepared a detailed note estimating
the requirements of imported materials at Rs. 15 crores
plus Rs. 1 to 2 crores for dyes and chemicals.

(10) On 8th November 1962 D.G.S. & D. also sent a note to the
Ministry of Commerce and Industry communicating re-
quirements of Defence woollen clothing. This note calcu-
lated the requirements of foreign exchange at Rs. 14-9
creres (Rs. 17 crores if a part of the requirements were
rprocured in manufactured fabrics).
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(11) The Finance Ministry was also informed about this:

ment of Rs. 17 crores of foreign exchange.

(12) On 10th November 1962 the Minister of International

Trade held a meeting where certain decisions were takems
including setting up of a Woollen Advisory Committee of
non-officials.

(13) On 15th, 16th and 17th November, 1962, meetings were held"

in D.G.S. & D.’s office with various mills as well as hosiery
units. At these meetings .certain proposals were formu-
lated for gearing up the woollen industry. These were-
set out in the form of a note as a report of the Working
Group, signed by Shri R. G. Zalani, Deputy Director,
Textile Commissioner’s office, Shri A. G. V. Subramaniam,
Under Secretary, Ministry of Commerce and Industry, and’
Shri V. Subramanian, Director of Supplies in the
DGS. & D.

This note assessed the requirements of imported:
materials, spare parts and accessories at Rs. 16.15 crores.
(Rs. 14.90 crores for raw materials and Rs. 1.25 crores for
spare parts and accessories) (A copy of the note is enclosed’
at Appendix VI).

(14) The Sub-Committee of the Resources Committee discussed’

the above report of the Working Group on 20th November,
1962 and decided that a note should be submitted for the-
consideration of the Resources Committee.

(15) Shri B. D. Kumar, Deputy Secretary in the Department of

Supply, circulated a note for the meeting of the Resources
Committee to be held on 21st November, 1962. This note-
agsessed the foreign exchange requirements (including
spare parts) at Rs. 16-40 crores as follows: —

(a) Rs. 14°90 crores : Assssés;cdbyWorking Group._“

(b) Rs. 2:50crores :  Unutilised portion of AU Licences already-

issued for Qctober, 1962—September,
1963.

(c) Rs. 1-50 crores : Bstimated requirements of civilian market.

Total
Less
Final
Require-
ment

Rs. 1890 crores
Rs. 250 crores. : Worth of licences which were to be utilised

on an immediate basis.

Rs. 16:40 crores.

(A copy of the note, alongwith tl;bm%b}emomngux;
forwarding the same is at Appendix VII.
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On 21st November, 1962, the Resources Committee decided
to release foreign exchange of only 50 per cent of the

requirements, viz., Rs. 820 crores. (Rs. 2:50 crores by

revalidating the unutilised balance of AU licences plus:
Rs. 570 crores as extra allocations), and to review the
position after three weeks.

(17) Instructions for issue of an import licence for Rs. 55 crores.

for import of raw wool, wool tops etc. in the joint name of
the Federation of Woollen Manufacturers in India and
the All-India Woollen Mills Association (the forerunners ot
the Indian Woollen Mills Federation) were issued on 26th
November, 1962 and the Purchase Mission consisting of
Wool Advisers left for Australia and other countries to-
make purchases.

(18) D.G.S. & D. received indents from the Ministry of Defence

(19)

(20)

between 29th November, 1962 and 4th December, 1962.

On 4th January, 1963, the Ministry of Commerce and In-
dustry sent a further note to the Ministry of Economic and-
Defence Co-ordination regarding further allotment of
foreign exchange. This note made it clear that although
there were some reductions in the Defence requirements
during the past few weeks, it was proposed to continue to-
work on the basis of the original estimates as a measure of"
abundant caution so that it could be easier to step up
capacity at any time. It was considered in this note that
it would be better to err on the side of safety. This note
assessed further requirements of foreign exchange for wool
at Rs. 92 crores for Defence and Rs. 8 crores for civilian
requirements, a total of about Rs. 18 crores.

'In another note of 2nd February, 1963 by the Commerce-
Ministry it was again brought out that production of
woollen cloth for Defence had been programmed on the
basis of original estimates given by Defence Ministry.
Ministry of Commerce was going ahead on that basis even
though requirements were not actually covered by firm.
indents. (Copy of these notes are at Appendix VIII).

In a meeting held in the Ministry of Supply, on 2nd Feb-
ruary, 1963 at which representatives of the D.G.S. & D.
and the Ministry of Crmmerce and Industry were present,
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it was agreed to reduce the above demand to Rs. 5-7 crores
(for Defence) because of the following reasons:—

‘(a) Reduction in the requirements of wool tops on account
of reduction in the demand of great coat cloth;

‘(b) Utilisation of Rs. 1 crore for Defence out of the pre-
vious license of Rs. 2 crores given to the industry.

(21) On 11th February 1963, a meeting of the Secretaries of the
Ministries concerned discussed the proposal. Supply
Department announced some reduction in the demand for
cloth for great ccats amounting to Rs. 25 crores. The
meeting agreed to an allocation of Rs. 57 crores. Out of
this only Rs. 3:48 crores were earmarked for the import of
wool, wool tops, etc.

(22) At a meeting of Ministers of Supply. International Trade,
and Defence Production held on 21st February 1963, a Sub-
Committee consisting of Brig. Chopra DRD(G), Shri V.
Subramanian, Director of Supplies in the DGS&D,
Shri R. G. Zalani, Deputy Director in the Textile Commis-
sioner’s office and Shri A. G. V. Subramaniaim, Under See-
retary in the Ministry of Commerce and Industry, was
appointed to go into the question of supply of raw mate-
rials required for woollen items and work out a paper so
that the increased supply required from April to May on-
wards might be fully met.

{23) The above Sub-Committee prepared details of demands.
According to them—

(a) 11-30 lakh Ibs. of 58/60s quality wool tops were to be
imported;

(b) 29-43 lakh 1®s. of 56s wool tops would be surplus (be-
cause the imports had been done on the basis of a fore-
cast of 3487 lakh metres of Serge Battle Dress, but
actual indents received were only for 2063 lakbh

metres).

A copy of the Note is at Appendix IX.

-{24) On 14th March 1963 at a meeting in the room of the Minis-
ter of Defence Production, the Additional Secretary
Defence announced that they had decided to change over
to short coats in place of long coats. It was, however,
decided that the production schedule should not be
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disturbed and it might be technically examined in con-

sultaticn with the industry when the change over to the
short coat material could be made.

(25) Department of Supply reviewed the position on 14th March
1963 and 15th March 1963 and came to the conclusion that
there was no discrepancy between the requirements ori-
ginally calculated and the imports authorised except that
there were in stock wool tops sufiicient for the manufac-
ture of 1'7 million metres of serge B.D. for which demands
had to be obtained from the Defence Services.

A copy of the Note is at Appendix X.

{26) On 23rd May 1963. the Defence authorities cancelled their
outstanding indents of 8,58.271 pieces of blouse B.D. serge,
as this item was eliminated from the winter dress of the
Army.

(In this connection, the Director General of Ordnance Fac-
tories was specifically advised by the M.G.O. Branch on
the 14th and 23rd May, 1963, not to cancel their demands
for Serge B.D. where demanded bty them for the manu-
facture of blouses as this serge would be required and
used for the supply of additional requirements for trousers
B.D. serge. A total of 6.51,967 metres of serge B.D. was
rendered surplus and this quantity was used against
Defence requirements by transfer to Ordnance for addi-
tional requirements of trouser 3.D. serge).

(27) Demands for great coats were canéelled by the Defence
between 4th April, and 30th July, 1963.

(28) A total of Rs. 49-25 lakhs worth of imported woollen mate-
rials became surplus to Defence requirements.

3.17. It has been stated that the surpluses were mainly due to the
following reasons:—

(1) Decision of Defence Ministry to discard use of serge B.D.
blouse by Army personnel and the resultant reduction in
the demand for Serge B.D. This resulted in surplus of 56s
quality wool, dyed tops and white tops. The dyed tops
and combing wool were utilised subsequently and only
white tops were ultimately declared surplus;

(2) The decision to change over from great coats to short great
- coats with the use of cloth brown instead of cloth drab
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mixture. this resulted in-some surplus of 4o, carding
wool;

(3) Request of Ministry of Defence to change over to manu-
facture of socks and jerseys out of imported raw material
instead of admixture of Indian wool and nylon in view
of unsatisfactory quality of the latter. (This resulted in

some surplus in nylon which has been discussed later in
this Report);

(4) Non-lifting of allocations for shoddy yarn by some of the
blanket manufacturing units as they had made their own

arrangements for obtaining shoddy. This resulted in some
surplus of shoddy yarn.

3.18. The Committee note that although there were some reduc-
tions in the Defence requirements, which came to the knowledge of
the Ministry of Commerce and Industry in December, 1962, it was
proposed to ocontinue to work on the basis of the original estimates
of requirements as a measure of abundant caution so that it would
be easier to step up capacity at any time. It was considered that it
would be better to err on the side of safety. Again on 2nd February,
1963 it was brought out by the Ministry of Commerce in a note thas
the Ministry of Commerce was going ahead on the basis of the origi-
nal estimates given by Defence Ministry even though the require-
ments were not actually covered by firm Indents.

The Committee are unable to appreciate why, when a decigsion
was taken to continue to work on the basis of the original estimates,
despite the reduction in the defence requirements, a review was not
undertaken in the shortest possible time with a view to assess the
poss_bilities of scaling down the imports to be actually made.

3.19. The Committee regret to note that although the represem-
tatives of the industry who had been generally meeting the Defence
requirements in the past were invited to attend a meeting on 5th
November, 1962, it i3 not clear from the file when the invitations
were issued or how. The Committee would like that Ministries and
Departments of the Government of India should take care to keep
the records compléte and retain them properly especially in import-
ant cases so that if at a future date these are required for purposes
of investigation or otherwise, these can be readily available.

Quantities of Wool Actually Imported Against the First Two Ad
Hoc ILicences

3.20. The ‘actual imports of wool against the two special ad hoc
licences issued in 1962-863 were made by the predecessor associations
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of the Indian Woollen Mills Federation. These were released by
the Association as per allocations made by the Textile Commissioner
from time to time in favour of the various mills on whom orders
were placed by the Director-General, Supplies and Disposals for
manufacture and supply of woollen materials for the Defence Forces.
‘The statistics relating to wool of different varieties imported and the
value thereof were made available to the Committee both by the
Indian Woollen Mills Federation, Bombay and the Ministry of Com-
merce who had furnished the figures to the Public Accounts Comi-
mittee earlier. A statement combining the figures as given by the
Federation and as given by the Ministry of Commerce is indicated

below :

uality Quantity  Value

Q lbs. Rs.

1) (2) (3

First Licence

8s carding wool Federation - 32,43,887 95,93,159
Commerce Ministry 33,45.868 97,36,162
48: combirg woal Federation . . 4,79,090 28,38,605
Commerce Ministry  3,39,619 12,56,592
565 combir g wool Federation 17,34,798 72,29,503
Crmmerce mestry 17,30,298 73,02,052
(c/64s cardirg woul Feleration 2,698,128 13,29,890

<6 wool tops
565 wool tops (Cyed)

565 wool tops (white)

C mmerce Ministry

Federation
Commerce Muastry

" Federation

C ‘mmerce Mxmstry

Federation
Commerce Mmlstry

2,98,128 13,71,389

23,0344 1,01,37,62%9
25,68,120 1,14,74,998

20,79,600 1,13,23-394
20,79,599 1,14,72,695

4,64,810  21,53,565
531,187 22,32,808

60/64s wool tops . Federatin . 3:45,145 20,56,530
C mmerce Ministry  2,05,612 11,51,654

'Nylon tps Feder. ti n .. - 1,5000> 637,577
' C mmcrce Ministry | 1,46,769 ..§’93»299

.Nyion Fibres Federation . . 99,797 '3'550,6;8
, Commerce Ministkry. - 99,797 5,083,975

j—
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Second Licence
48s wool tops . Federation . - 30,87,935 1,42,73,794
C 'mmerce Mmistry 31,37,925 I,50,68,120-
§6,6¢s wool tops - Federetion . . 740,032 68,385,891
C mmerce Ministry  10,72,260 69,64.747
60/645s wool cardicg .~ . Fedention . . 65,297 3,03,784

Commerce Ministry 65,407  3,03,5I2

Nylon Fibre . - Foderation . . 13,14,186 46,27,159
C umerce Ministry  13,14,192  67,23,220

Nylon tops - Federation . - 3,68,939 15,39,592
Conunuerce Ministry 3,067,595 24,854,069

Woollen Rags. Federation . . 30,15,489 35,13,414,
Cumuerce Ministry  30,34,500 37,45,LL6

3.21. During the course of evidence the Committee wanted the
representatives of the Ministry of Commerce to explain the discre-
pancies in the two figures relating to the same matter furnished by
the two authorities. The representative of the Ministry stated, “the
discrepancy needs to be settled after verifying the records of the
Textile Commissioner which had been in the custody of the Special
Policy Establishment. For giving this information we will have to
reconcile our figures with the figures in the records of the Indian
Woollen Mills Federation.” He added, “Those figures were furnished
on the basis of the information available to the Textile Commissioner
........ We will have to go into the matter with the Federation as
to what is their primary source and what is our primary source. As.
far as I can see, the difficulty would be that the primary source will
be only the Customs. Once the import licence is issued, the control
is exercised at the Customs level. The Customs report the total
imports to the Director General, Commercial Intelligence and Sta-
tistics under the nomenclature which the Director General, Com-
mercial Intelligence and Statistics uses. The Director General, Com-
mercial Intelligence and Statistics nomenclature does not break down
wool tops into difference categorles......... This Information wilt
be available in the original bills of entry with the Customs people
but even they will not be compiling this data.........They are nof
supposed to report to the Textile Commissioner what exactly they
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_have imported but the control is exercised by the Customs. When:
the goods arrive the Customs Officer compares it with the import
Heence and other documents and, if necessary, he gets the consign--
ments opened. But statistical compilation of different categories of
items which are imported is not maintained by any organisation.”

3.22. Asked whether after the import licence is issued, there is
no organisation or authority to verify or check up whether the im-
porter has in fact imported according to the licence issued, the re-
presentative of the Ministry of Commerce has stated, “Under the
present system the work of Government is divided between different
offices and administrations. Control over whether import takes place
in accordance with the licence or in violation of the terms of the
licence is exercised by the Collector of Customs at the port of im-
portation. The Ministry of Commerce is in charge of the issuance
of licences. The enforcement of it is in charge of the Collector of
Customs, so far as the fact of import is concerned. So far as the-
fact of pavment is concerned, the control is exercised by the Reserve
Bank of India. This is the present procedure and if certain improve-
ments are desired to be made, this can be gone into.”

3.23. Subsequently, in a written note furnished to the Committee:
by the Ministry of Commerce explaining the discrepancies, it has-
been stated :

“Import of raw materials against the first licence dated 30th-
November 1962, as verified from Federation’s record, are-
given below:

Raw Material Quentity . CIF value
Rs.
48s Cardirg wool . 32,43,881; 95,93,138:
LA + LBS
48s Combir g wool 7,78,611 28,38,606
§6s Combir g wool . 17,34,798 72,29,504
€064s Carding wool ; . 2,608,128 13,29,8¢0-
48s Wnol tups . . . 23,03,404 I,01,37,609
565 W. 0l tops Dyed . . 20,79,600  I,I3523,395
5€s Wo 1t ps white . 4,64,810  21,53,565
58s/60 Wool tops . 1,39:533 9,06,103
60/64s Wool tops 205,612  11,50,247
Nylon tnps 1,50,000 6,27,178

N)'lor. Fitres 99,797 3,50,618

1,14,98,180 4,76,40,033.

—
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2. The correctness of these figures are being verified with Cus-’
toms documents. According to the statement, now furnish-
ed, 58/60s wool tops which were not included in the infor-
mation furnished earlier to the Estimates Committee by
the Federation are included in the present statement.
139533 1bs. of 58/60s wool tops valued at Rs. 9,06,103 were
imported and utilised for distribution to various mills
against orders placed by the D.G.S. & D.

3. Licence No. 964732 dated 8th April 1963 was originally issu-
ed for Rs. 3.48 crores. Subsequently, the following five
licences were issueq in lieu of the above licence for a value
of Rs. 326.76 lakhs:

Licence No. Value
1. 967702 75 lakhs
2. 967703 75 »

3. 967704 . . . 75 »
4" 967705 . . . 75 »
5. 96776 26’76’430'

TOTAL . Rs. 326,76,420

4. Out of the licence No. 967705 for Rs. 75 lakhs, a sub-
sidiary licence was issued on 14th October 1963 in favour
of M/s. Bangalore Woo len Millg for a value of Rs:. 10.98
lakhs. From licence No. 9677(6, another subsidiary licence
was issued to the same Mill on 10th September 1964 for
Rs. 94,700. Against the second licence for Rs. 3.48 crores,
Rs. 10 lakhs were utilised for import of dyes for cotton
items. Against the balance of Rs. 3.38 crores, licences
were issued for Rs. 3,26,76,420.

5. The actual imports effected against these licences as seen
from the Federation records were:

Rase Maiericls Quantiry C”;l value

1 2 3

- o r— B Ll L ——

.488. W(JOl 1« 'p' . . . ° . . 30)87,935 I )42’73’795
-58/6cs Woultrs 7,40,032  68,85,892
«60/648 Wool tops . . . . . 65,297 3,03,784
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1 2 3
‘Nylon Fibres . . . . . . 13,14,186  46,27,160
Nylon Tops : S 3,68,939  15,39,592
Rags - 30,15,489  35,13,414
Dralon/Terelene . . . . . Two Bales 1,047
as samples.

TOTAL ‘ * ¢ 85’9I’878 3,I 1’44)684

6. Apart from the check on the Exchange Control copies of

the licences, an attempt was made to tally the figures
available with the customs. As wool is not a dutiable item,
most of the Bills of Entry did not contain full particulars
of the quality of wool imported against such Bills of Entry
as it is not required for customs purposes. The check of
a very large number of Bills of Entry however agreed
with the records of the Federation in respect of the imports
covered by such Bills of Entry. As the C.LF. value paid
by the Federation has been duly audited by their Charter-
ed Accountants and the Auditors statements had been
published, the figures given by the Federation may be
accepted.

7. The data furnished by the Ministry of Commerce to the Pub-

lic Accounts Committee was based on intimation received
from the Federation during December, 1965. The state-
ment indicated the allocations of imports against the two
special licences. It gave the quantities and cost. The cost
as given in the statement included handling and other
incidental charges such as interest, godown rent, etc., and,
therefore, was higher than the CIF value which was fur-
nished by the Federation to the Estimates Committee. The
fact that the value included other items such as handling
charges, customs duty, etc., was mentioned in paragraph 4
as well as in Annexure 4 of the note furnished to the Pub-
lic Accounts Committee along with the Ministry of Com-
merce Office Memorandum No. 1(72)TEX(E)/67, dated
9th December, 1966. Hence the difference between the
figures furnished by the Federation and those furnished
by the Ministry of Commerce. The difference is significant
in the case of nylon fibre and nylon tops which were sub-
ject to a duty of 223% and a countervailing excise duty of
Rs. 1.33 per kg.

266 (aii) LS—5.
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i 8. It is further clarified that 139,533 1bs. of 58s/60s wool was in-

‘ cluded by the Federation under the head “60s/64s Wool
tops” whereas the Commerce Ministry had indicated it
separately, and shown 60s/64s as 205612 1bs. The two added.
together make 345145 lbs—which is the figure shown by
Federation against 60s/64s wool tops.

9. In regard to 48s combing wool, there was a discrepancy in
the Federation’s accounts. The actual imports were of the
order of 778,611 lbs. and C.I.F. value of Rs. 2,83,8605. It is
seen from the original register maintained by the Federa-
tion that 299,521 1bs. were clean wool and had been sent
for combing into tops and were allocated as 48s tops. This
explains the difference between 778,611 lbs. and 479090 1lbs.
shown in terms of quantity. The value was the same. This
was due to oversight on the part of the Federation.

10. The quantities shown by the Ministry of Commerce were:
different from the quantities shown by the Federation for
the reason that the figures given by the Commerce Minis-
try were based on allocations. Some of these allocations
were cancelled and reallocated at different stages. This ac-
counts for the variation in figures.”

3.24 At the instance of the Committee, the Ministry of Commerce
have since cross verified the figures of actual imports under the two
ad hoc licences as shown in the audited registers of the Indian Wool-
en Mills Federation from sources other than the Federation, viz. docu-
ments available with collector of Customs in Bombay and Calcutta
and also from the endorsements on the Exchange Control copies of
the relevant imports licences. The data compiled from the various
Bills of Entry shows that the description given on the Bills was of a
general nature, viz., “Scoured Wool”, “Greasy Wool” etc. Only in
certain cases was the quality of wool mentioned. It has been stated
by the Ministry: —

“However, an attempt has been made to find out the quantity
and value of imports of 58s/60s and 60s/64s wool from the
Bills of Entry. The position is as under:

58s/60s 98,283.79 kg. Rs. 13,76,414.40
60s/64s 1,18,027.70 kg. Rs. 16,20,791.63

It may be mentioned here that the above figures do not give
the correct picture in view of the reason stated earlier that
the description on most of the Bills of Entry are of a
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general nature.. However, the data collected from the Cus-
toms Department and Exchange Control
licences have been correlated with the data available
with the Federation. The available data are not adequate
to prove that the figures of qualitywise imports furnished
by the Federation are incorrect.”

3.25. The final figures of imports as obtained by the Ministry from
the registers of the Federation are as follows:

Copy of

the

LICENCE—I
(Value Rs. 5.15 crores)
Quality Bales Nos. Quantity in Value in

1bs. Rs.

(1) () (3) (4)
48s Carding wool 13845 ' 32,25,818 97,54,801
48s Combing wool 1866 " 4,79,090 12,56,590
5§6s Combing wool 7790 * 17,34,798 73,902,052
60/64s Carding 1323 " 2,08,128 13,71,389
48s Wool tops white 4110 25,68,120  1,14,74,914
56s Wool tops (dyed) 2924 120,79:599  1,14,73,994
568 Wool tops white 1087 " §,31,187 26,49,656
6 08 & 64s wool tops white 53S '2,05,612 11,51,654
Nylon Tops 405 ' 1,50,000 9,12,232
Nylon Fibres 465 " 99,797 5,08,965

58s/60s wool tops 212 '1,39,533 927,894

34562 1,15,11,682 4,87,84,141

48s wool tops
58s/60s wool tops
Nylon tops

Nylon Fibres
Rags/Shoddy

60s/64s Carding wool

ToTAL

LICENCE—II

(Value Rs. 3,26,76,420)

(Rs. 326-76 lakhs)

4315 '31,39,325 1,51,69,30 4
1632 ' 10,78,929 73.00.)3)
1143 ' 3,68,440 22,87,428
5282 " 13,49,331 69,02,429
3696 " 30,34,440 37,97,766

285 64,146 2,99,21 7

16353 90,34,611 3,54,66,05 3
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Alleged over-assessment of import requirements

3.26. The S.P.E. investigated into the case of alleged deliberate
over-assessment of the quantum of wool required for Defence pur-
poses during the year 1962. As a result of investigation, the Central
Bureau of Investigation had come to the conclusion that Shri R. G.
Zalani of the Textile Commissioner’s office had shown negligence as
he over-assessed the quantum of wool required for Defence purposes
during the year 1962. The following details were furnished by the
Central Bureau of Investigation to the Committee:

“The Defence forecast was for 13 lakhs trousers and 12 lakh
blouses. The fabric required was 33:81 lakh metres of
which 12-40 lakh metres had been offered by the Mills on
“without assistance” basis. Provision had, therefore, to be
made for 21-41 lakh metres. Total requirements of wool
were assessed at 35:97 lakh lbs. on the assumption that one
metre of the fabric would require 1-68 lbs. wool top which
was the scale adopted by the Woollen Mills’ Federation
and was approved by the Textile Commissioner's Office
although it was on the higher side. The requirements of
56s wool for manufacture of 21:41 lakh metres of fabric
was therefore, 35-97 lakhs lbs. The total imports were
equal to 14:35 lakh lbs. of combing wool and 20-84 lakhs
1bs. of tops, the total being 35-19 1bs. It will be seen there-
fore, that almost the entire requirements of this quality
of wool were imported although Shri Zalani who mainly
worked out the requirements, was aware of the availability
of wool from indigenous sources as well as on th- basis
of Actual Users Licences which had been specifically re-
validated and endorsed for imports of 48s and 56s wool.
It is roughly estimated that on the basis that, the Textile
Commissioner’s orders had validated the Actual Users
licences for import of 48s and 56s wool to the extent of
50 per cent. of the face value, at least Rs. 11672 lakhs
were available for import of 56s wool on these licences
alone. In terms of wool this amount would have financed
the imports of 23-34 lakhs lbs. of 56s wool, on the basis of
these licences, and, therefore, wool imports outside the
Actual Users Licences to the extent of only 1263 lakh 1bs.
should have been necessary. It will be seen that the
imports were in excess to the tune of 22:56 lakh Ibs.
(35:19—12'63=22'56) and the loss of foreign exchange on
account of this excess @ Rs. 5 per 1b. would work out to

over Rs. 11 crores. If subsequently reduced demand of

Defence is taken into account the loss in foreign exchange
due to excessive imports of wool would be even higher.
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As regards the question whether imports could have been re-
duced after the orders had been placed in December 1962,
it may be mentioned that in fact the firm Defence demand
had been placed even before the action for the purchase
was initiated and major portion of the shipments arrived
in India after February 1963. It can be argued that ordi-
narily orders once placed cannot be cancelled without
financial repercussions. In this case, however, the price
of wool had risen after the orders had been placed and
Shri G. K. Singhania one of the wool advisers when exa-
mined has stated that it might have been possible to re-
duce the orders under these circumstances. No action in
that direction was however, taken.”

On completion of their investigations, the Central Bureau of
Investigation had recommended Regular Departmental Action against
Shri Zalani for negligence in working out the requirements of wool
for being imported resulting in loss of foreign exchange. The Cen-
tral Vigilance Commission, after taking into account the comments
of the thep Textile Commissioner and the Ministry of Commerce,
however, felt that no action was called for in the matter.

3.27. In the course of evidence the representative of the Ministry
of Commerce has stated, “Shri Zalani’s assessment was scrutinised
by Three Man Committee on which the Department of Supply was
represented and an officer of the DRD of the Department of Defence
Production was also associated. Therefore, it must be presumed
that the assessment made by the Three Man Committee in consulta-
tion with the representative of the DRD is an assessment based on
the pooling of the experiences of all those who knew something
about the matter”. Asked about the qualifications of Shri Zalani
and his technical background, the Committee has been informed that
he is “a Textile Technologist” and that he “is the best possible ex-
perienced officer who was available at that time to the Government
of India”.

3.28. From the papers furnished to the Committee, they find that
the case, along with the case relating to the distribution of the sur-
plus wool for civilian purposes, was referred to the Central Vigilance
Commission on the 19th June, 1967 and it was only on the 23rd May,
1968, that the final reaction of the Central Vigilance Commission was
made available to Government. No detailed reasons were furnished
by the Central Vigilance Commission except the following brief para
in their letter communicating their recommendation: —

“After taking fully into account the Central Bureau of Investi-
gation’s comments on the views of the Textile Commis
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sioner expressed in his demi-official letter dated the 20th
May, 1967, the Commission feels that the various points
raised in the report have been adequately met. The Com-
mission is in general agreement with the views indicated
by the Textile Commissioner and endorsed by the Min-
istry of Commerce. The Commission would advise that
no action appears to be called for”.

3.29. As the office of the Central Vigilance Commissioner was
vacant when the official evidence was taken by the Sub-Committee,
the Sub-Committee examined the Secretary of the Commission. In
reply to the question whether any notings relating to the CBI's com-
ments were available on the files of the Central Vigilance Commis-
sion, he has stated “There were no notings on the file.” The case
wes examined and disposed of at the level of the Central Vigilance
Commissioner and the considerations which weighed with him in
tendering the advice were recorded in the letter referred to above.
In reply to a question, the Secretary of the Commission has stated:
“There is no officer in the Commission to advise us on legal matters.
....1 may say that the Central Vigilance Commissioner was himself
a jurist of eminence.” On the 3rd September, 19688, the CBI made a
fresh reference to the CVC for reconsideration of their earlier deci-
sion*.

3.30. In the course of evidence the Committee wanted to know
whether the Ministry could take a decision in this case regardless of
the opinion given by the Central Vigilance Commission. The Sccre-
tary Ministry of Commerce, has stated in reply that, “On the point
on which CVC is reconsidering, we shall await their advice. On the
point on which they have not yet advised, we shall await their ad-
vice. When all the advice is received, we will take an integrated

view of the matter.”

3.31. In connection . with the examination of estimates relating
to the Central Vigilance Commission, the Committee enquired
from the new Central Vigilance Commissioner during evidence on
7th January, 1969 whether it was not necessary for the Commission
to give cogent and sufficient reasons for exonerating people against
the findings of the C.B.I. The Vigilance Commissioner stated in
reply “I agree that when the CBI makes a recommendation, or any
administrative body like that makes a recommendation, the C.V.C.
should not say “I agree or I do not agree”. The point is, as I con-
ceive it, the C.V.C. is a quasi judicial body, with a quasi judicial
function. He should give reasons, just as a judge will have to give
the reasons for his conclusion. The form in which the C.V.C. has

*Pleas » see foot-note to para 3.33.
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to express its decision will be this: It may say “there is a report of
the administrative ministry on the impugned or the accused public
servant; here are the facts and the reasons. Therefore I do not
agree. The reasons must be given. We cannot just be arbitrary.
After all, the C.V.C. has only an advisory function. Advisory to the
Government and the department concerned. How can a depart-
ment reach a decision if the C.V.C. gives no reasons whatsoever.”

3.32. The Committee find that no detailed notes or reasons were
recorded in the Central Vigilance Commission while tendering the
.advice that no action was called for on the recommendations of the
Central Bureau of Investigation for a regular departmental action
against the concerned officer for alleged negligence in working out
requirements of wool to be imported for defence needs, which re-
‘sulted in loss of foreign exchange. \

3.33. The Committee hope that while examining the fresh refer-
ence made by the Central Bureau of Investigation to the Central
Vigilance Commission for reconsideration of their earlier decision,
the Central Vigilance Commission will record detailed reasoms for
their final opinion in the matter, as stated by the present Central
Vigilance Commissioner.

Utilisation of wool for the purpose for which imported.

3.34. Although the wool was actually imported by the Indian
‘Woollen Mills Federation, the control over its distribution was that
of the Textile Commissioner. The D.G.S. & D. issued actual accep-
‘tances of tenders in favour of the mills for supply of woollen mate-
rials for the Defence Forces, against which the Textile Commis-
‘sioner issued release orders to the Federation for allotment to indi-
vidual mills.

3.35. Asked as to what measures were taken by Government
to ensure that the wool so released to the individual mills was
actually used by them only for Defence requirements, the Secre-
tary, Ministry of Commerce in his evidence has explained the pro-
cedure in this matter as follows:—

“The administrative procedure was that the wool was import-
ed by the Federation and was stocked by the Federation
and release orders were issued by the Textile Commis-
sioner’s Office. Against these release orders, the wool
was issued by the Federation to the consuming units.
The consuming units consumed the wool and produced
the goods which were to be produced and the goods were
taken over by the Defence people.”

*At the time of factual verification of this Report, the Committee have been in-
formed that the Central Vigilance Commission, after recording detailed reasons. have
finally advised that therc did not appear to be sufficient material for taking dcpart-
mental action against the officer concerned.
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3.36. It was added by the representative of the Ministry that,.
“The only effective check that could be exercised by the Office of’
the Textile Commissioner was to ensure that the finished products:
as contracted, which were to be manufactured with the raw mate--
rial supplied, were delivered to the Directorate-General of Supplies.
and Disposals. So far as keeping accounts was concerned, that
certainly was the responsibility of the Federation which has im-
ported the wool and if the materials to be produced did come out
and were actually supplied that was the only effective check which
the Textile Commissioner’s organisation could exercise.” The re-
presentative of the Ministry of Commerce added that the materiali—
sation of supplies for which orders had been placed on the mills was
regarded as an adequate check on wool having been utilised for
production of fabrics for the Defence Services. The representative:
of the Ministry has added that quantity and quality of supplies-
made to the Defence Department was also checked by them and if

the quantities were less or the quality poor, the Defence Depart--
ment would refuse to accept the same.

337. In the course of evidence the Committee referred to a
letter dated 24th April, 1963 from the Ministry of Defence (CGDP)

to Ministry of Economic and Defence Co-ordination wherein it was
stated as follows:

“It will be appreciated if we are advised regarding arrange-
ments which must have been made by the Textile Com-
missioner|Supply Department to which the actual alloca-
tion and utilisation of the above imported materials, par-
ticularly to check up that they are being applied only to.

production for Defence for which the imports had been
sanctioned.”

3.38. The Ministry of Economic and Defence Co-ordination (De-
partment of Supply) in their turn wrote to DGS&D on 7/9th May,
1963 asking to “know the arrangements which have been made to

watch the actual allocation and its utilisation of the imported quan-
tity of wool.”

3.39. On the 21st May, 1963, the then Secretary, Ministry of
Defence wrote a D.O. letter to the Secretary, Ministry of Economic
and Defence Co-ordination stating, “Foreign exchange for these

imports have been sanctioned by the Government to meet Defence
requriements,

I would be grateful if we are please advised as to the arrange-
ments which must have been made by the Textile Commissioner}
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Supply Department to watch the actual allocation and utilisation of
the above imported materials, particularly to ensure that they are

being applied only to production for Defence, for which the imports:
have been sanctioned.”

3.40. The Committee have been informed that as intimated by
the Director, Office of the Textile Commissioner, Bombay in his let-
ter dated the 31st May, 1963/1st June to the Director (Supplies).
Directorate-General of Supplies and Disposals, New Delhi the fol-

lowing measures were stated to have been taken by the Textile-
Commissioner:

“The quantity released is worked out strictly in accordance
with the requirements of raw material for production of

the specified quantities for which orders are placed on
‘with assistance’ basis.

As soon as the mills complete the contracts for which assis-
tance has been rendered to them in the form of raw
material, the utilisation of these raw materials will be
complete and no further check is considered necessary.

Some quantities of wool tops are also released to the spinners
for the production of hosiery yarn. Against the release
of these wool tops, the quantity of yarn expected to be
produced out of same is released to the hosiery industry
who have accepted orders for hosiery articles.

A close watch is being kept in regard to the deliveries made
by the spinners to the various hosiery units. The Hosiery
Industry Federation, Ludhiana, has undertaken to keep
a watch on the consumption of this yarn against Defence
orders and has assured us that account for each and every

Ib. of hosiery yarn released to the hosiery industry will
be rendered by them.

Some quantity of tops to the spinners have been released

only recently and further quantities will be released as
and when the consignments arrive.

The account from the Hosiery Industry Federation about the
quantities of yarn received and consumed by the indivi-
dual units in the production of Defence items will furnigh

the required proof that the imports have been utilised for-
Defence production.”
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3.41. The Committee are not convinced that a proper and comp-
lete check was exercised with regard to proper utilisation of the
imported woollen materials for the purpose for which these were
imported. They do not know whether at any stage any attempt
was made either by the Textile Commissioner’s organisation or by
the D.G.S. & D. to actually reconcile the figures given by the Fede-
‘ration with the quantities released under orders of the Textile Com-
:missioner against the contracts placed by the D.G.S. & D. and whe-
ther there was any discrepancy in any of the figures. The Com-
.mittee would like that suitable action in this respect should be tak-
en by the authorities concerned even now, if not already done.

3.42. The Committee feel perturbed to note that once the licence
for the import has been issued, there is no single organisation or
.authority which can verify or check up whether the importer has
in fact imported according to the licence issued or not. In the pre-
-sent case the Committee note that even though attempts were made
:at the instance of the Committee by the Ministry of Commerce to
verify the figures of imports from documents available with the
‘Collectors of Customs, Bombay and Calcutta and also from the en-
dorsements on the exchange control copies of the relevant import
licences, they have not been able to present a complete and correct
picture.

3.43. The necessity of finding out the correct position with re-
gard to quantities and value of imported items of wool cannot be
.overemphasised in this case in view of the following facts:

(1) These figures have to be tallied against the quantities
released by the Federation on instructions from the Tex-
tile Commissioner to the mills from time to time against
the contracts placed by the D.G.S. & D. for meeting the
Defence requirements.

(2) In case lesser quantities than those specified in the licenc-
es have been shown to be imported, enquiries will have
to be made as regards the difference in value and the
amount saved in foreign exchange and what has happen-
ed to it.

(3) In case lesser quantities than those indicated in the licen-
ces have been shown to be imported, it is necessary to
find out whether it was actually so or whether the quan-
tity not shown as imported has been utilised for purposes
other than meeting the requirements of Defence.
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In these circumstances the Committee desire that further at-
dempts should be made to investigate on the lines indicated above.

3.44. The Committee also desire that the Ministry should devise
ways and means in consultation with customs and other connected
-authorities to ensure that a proper check is exercised on the utilisa-
tion of import licences.

e .

Prices paid for the purchase of wool by the Purchase Mission

3.45. At the meeting held under the chairmanship of the Minis~
ter of International Trade on 10th November 1962 to discuss the
‘measures to gear up the Indian Woollen industry to meet Defence
requirements in the wake of the Chinese aggression, one of the
:steps decided upon was the appointment of a Controller of Wool-
len Textile to implement and supervise the various measures re-
quired in this behalf. It was also decided that the Controller of
“Woollen Textile would be assisted by an Advisory Committee drawn
from the industry to be known as the Woollen Production Advisory
Committee, and the following persons were nominated as members
.of this Committee: —

1. Shri R. K. Birla—Chairman, Development Council for
Woollen Industry.

2. Shri B. M. Grover—Chairman, All India Woollen Mills As-
sociation.

3. Shri G. K. Singhania—President, Federation of Woollen
Manufacturers’ Association.

4. Shri V. Calloway—British India Corporation, Kanpur.

The Committee was to advise the Controller in fixing the pro-
fuction schedule of each of the composite and spinning mills.

3.46. All the four woollen Advisers, along with Shri Eric
D’Souza, Executive Secretary of purchases on behalf of the Fede-
ration of Woollen Manufacturers in India and the All India Woollen
Mills Association Ltd., left India on the 4th December, 1962, for
Australia and other countries to make purchases of raw wool and
wool tops mostly of 48 s. and 56 s.

In Australia, they visited Sydney and Melbourne where firm
-orders were placed for wool and wool tops with the various parties.
From there they proceeded to New Zealand. Shri Birla was asked
to proceed to U.K. via Delhi in order to have fresh instrudtions and
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so he left Sydney for UK. on the 11th December, 1962 via Delhi.

The other members of the team and the Executive Secretary pro-
ceeded to U.K. from Sydney via U.S.A,

3.47. The Wool Advisers were given instructions from time to
time asking them that our High Commissionérs in Australia, New
Zealand and U.K. should be informed of the developments and asso-
ciated with the negotiations. Copies of cables sent in this regard:
by the Ministry of Commerce are given in Appendix XI.

348. A copy of the letter received from the Indian High Com

mission in New Zealand regarding the purchases made by the Wool
Advisers is at Appendix XII.

3.49. On their return to India, the Wool Advisers furnished a Re-

port to the Controller of Woollen Textiles, which is reproduced at
Appendix XIII.

3.50. Copies of this Report were also endorsed to the Minister
of International Trade, the Ministry of Supply, the Secretary and

Under Secretary, Ministry of International Trade, the DGS&D and
the Textile Commissioner.

3.51. In a Memorandum submitted to the Committee the Indian
Woollen Mills Federation have stated that the funds for the import
of the wool were provided by the Federation to whom the special
ad hoc licences issued for the import had been allotted. The Fede-
ration had raised loans of Rs. 7 crores for the purpose from A class
scheduled Banks on the security of raw woollen materials which
were imported against the two special licences. The rate of interest

paid on these loans was three per cent above the bank rate prevail-
ing at that time.

3.52. An allegation was made that the prices paid by the Wool
Mission were higher than the prices prevailing in the international
market at that time. The allegation was looked into by the Central
Bureau of Investigation and from the enquiries made in India they
could not establish that the prices at which wool was imported by
the Federation in 1963 was higher than the market rate. On the
other hand, enquiries made by them from International Wool Sec:_‘e-
tariat, New Delhi and a comparison of some of the bills of entries
pertaining to the past import by individual mills wit}} t.he bills of
entries in regard to the wool purchased by the Wogl stsxc.m s.howed
that prices paid by individual mills for import against their licences
were in fact, in some cases higher than those paid by the Wool Ad«(
visers.

- . e o b
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3.53, I'f has been added by the CB{, “From a scrutiny of ihe bills
of entry it was found that they did not contain full description of

the goods imported and therefore did not furnish fool-proof data for
«comparison. ...”

354 The Committee referred to certain publications on the Aus-
‘tralian Wool Industry which showed the average prices of wool and
desired to know whether such publications could not help in making

a comparison of the prices paid by the Wool Advisers with those
Pprevailing in the international markets at that time.

3.55. The representative of the Central Bureau of Investigation
stated in evidence that they had looked into certain publications
but that it would be difficult to find out the price of a particular
item prevailing in the foreign market at a particular time. They
had obtained the prices from the International Wool Secretariat.
The representative of the Ministry of Commerce has stated in evi-
dence that it is impossible for anybody to claim that it is possible
to check up what exactly was the ruling price. The publications on
the subject would give the auction prices from time to time, from
auction to auction and from grade to grade, and weekly summaries
-of the auctions (and not the c.i.f. prices) held in various parts of the
‘world. That was why, it has been stated, one of the great problems
-of the Indian economy had been the under-invoicing of exports and
-over-invoicing of imports and the Government had been unable to
check it and therefore they introduced the system of canalisation.

3.56. The Committee called for a detailed note as to the enquiries
‘actually conducted by the Central Bureau of Investigation in this
matter and the same is reproduced at Appendix XIV. This note
states inter alia that “the enquiry by the Central Bureau of Investi-
-gation wus taken up some three years after the importation of wool
and even samples of the imported wool were not available except a
few with Mills like the British India Corporation but even these
were in a deteriorated condition.”

3.57. The Committee note that from the enquiries made in India
by the Central Bureau of Investigation, they could not cstabl;ish that
the prices at which wool was imported by the Federation in 1963
‘were higher than the market rate, and that, on the other .hand, en-
quiries made by them from International Wool Secretﬂrlaf, ) New
Delhi, and a comparison of some of the bills of entries pertalm.ng to
the past imports by individual mills with the mills of entries in re-
gard to the wool purchased by the Wool Mission had‘ sh?wn that the
‘prices paid by individual mills for import ag:ainst their licences \:vere,
4in fact, in some cases, higher than those paid by the Wool Advisers
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The Committee also note from the information furnished by the-
Central Bureau of Investigation that detailed enquiries could not:
be made abroad because it was found that comparison was possible-
between the prices of the wool of the same quality only if country
of origin was the same and then for proving that the price paid was.
higher it would have to be established that the relevant prices in
the country from which the wool was obtained, for example Austra-
lia, was at the relevant time lower than the price for which a parti-
cular quality of wool was purchased. As evidence on the point
should only be collected in the country from which purchases were
made, these enquiries could not be pursued by them, especially as
the experience of the C.B.I. was that the firms and other agencies in
foreign countries did not cooperate even in giving information of this
nature against the firms belonging to their country, let alone come:
for evidence in court. The Committee also note that the cnquiry by
the CBI was taken up some three years after the import of wool and
even samples of the imported wool were not available except with
a few mills, but even those were in a deteriorated condition,

Payment of prices for woollen articles purchased for Defence require-
ments in 1962-63.

3.58. In connection with the purchase of woollen articles by the-
D.G.S. & D. to meet the Defence Services’ requirements at the time
of Chinese invasion in 1962-63, it has been alleged that no tenders
were invited and that the prices fixed through negotiations were the-
same as were being paid for such articles before the hostilities with-
out obtaining any reduction on account of the fact that import
licences were being granted to the suppliers thus enabling them to
purchase raw materials at much cheaper rates.

3.59. The representative of the D.G.S. & D. has stated in evidence
that no tenders were invited at that time because it would have
taken at least a couple of months and this would have hindered ex-:

peditious action.

3.60. As regards the prices paid through negotiations and the-
comparison of those prices with the prices which were available
prior to Chinese aggression, the D.G.S. & D. have furnished a detail-
ed note, (with copies of notings from the relevant files), which is
appended at Appendix XV. It would appear therefrom that in the-
case of cloth/articles produced from imported wool, the factor that
licences for import were being granted by Government was not.

taken into account.

361. So far as prices paid through negotiations are concerned,
while for majority of the items the prices fixed were nearabout the
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last purchase price, in some cases (particularly Serge Battle Dress
and Barea thea Blue Grey) the prices paid were considerably higher
than the last purchase prices, for the following reasons:—

(i) Conversion of prices from yard to metre;
(ii) Statutory increase in excise duty;
(iii) Increase in international wool prices; and

(iv) Increase in the cost of living index.

3.62. The Financial Adviser in his note dated the 13th December,
1962 has recorded the following in connection with the fixation of
prices in the case of cloth/articles produced from imported wool: —

“On an enquiry by me as to what was the basic reason that
the prices for certain articles were significantly higner
than the last purchase price, he (Deputy Financial Ad-
viser—Supply) has clarified that the price of imported
wool has gone up generally by about 10 per cent to 12 per
cent during the last two months. Likewise there has
been increase in the price of indigenous wool. The prices
proposed to be accepted are stated to be the hest which
are obtainable as a result of negotiations.”

3.63. The Committee regret to note that in the case of cloth/arti-
cles produced from imported wool the factor that, licences for import
were being granted by Government was not specifically taken into:
account by the D.G.S. & D. and other authorities concerned in fixing
the prices of articles supplied against D.G.S. & D. contracts.

The Committee are not aware of any investigations conducted
by the authorities to check up, before fixing the prices, if the price
of wool, imported by the Federation, had really gone up generally by
about 10 per cent to 12 per cent during October-November 1962 and
whether the suppliers actually had to pay this higher price for the:
imported wool being used for the purpose.

On the other hand the Committee find, as revealed from the in-
vestigations made by the CBI (vide para 3.52), the “prices paid by
the individual mills for import against their licences (earlier) wcre:
in fact, in some cases, higher than those paid by the Wool Advisers
(for imports made in 1962-63)”. It is difficult for the Committee,.
therefore, to be convinced of the claim of the D.G.S. & D. that the
higher prices had to be allowed to the suppliers after negotiations:
because of their reasons that the price of wool had gone up in the:
international market.
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Supply of excess quantities of raw material against orders for under-
pants.

3.64. In order to meet the requirements of Defence, orders for
supply of under-pants were placed by the D.G.S. &D. on 7 Hosiery
Firms of Ludhiana. In the ‘Acceptance of Tenders’ in connection
‘with these orders, it was stated by the D.G.S. & D. that “the requi-
site yarn required in the execution of this contract shall be released
‘by the Textile Commissioner, Bombay.” At the instance of the
‘Committee, the D.G.S. & D. have checked up from all the Accepted
Tenders that there was no reference to the quantity of raw-materials
to be supplied to any of these firms. The task of assessing the quan-

tities of imported yarn to be supplied for these orders was left to
the Textile Commissioner.,

In one of the cases investigated by the Central Bureau of Investi-
‘gation it has been alleged that Shri Balani, a Deputy Director in
the Office of the Textile Commissioner, originally assessed the quan-
‘tities of yarn to be supplied at 8.6 Ozs. per under-pant, but subse-
quently these calculations were revised by him and a new scale of
12 Ozs. per under-pant was laid down. The CBI have collected evi-
dence to show that this allocation of 12 Ozs. of yarn per under-pant
was excessive. At that time imported yarn was much in demand
and the CBI have also evidence to show that this yarn was sold at
‘a premium above the control rate in the market. The firms which
received yarn in excess of their requirements in the fabrication of
‘under-pants, therefore, secured substantial pecuniary benefits, On
completion of their investigation the CBI have recommended prose-
cution of three officers namely, Shri R. G. Zalani, Shri P. J. Soman
‘and Shri V. Subramaniam and one non-official namely, Shri K. K.
Adya, former President of the Hosiery Industry Federation Ludhi-
-ana, on whose advice the estimate of 12 Ozs. of yarn per under-pant
‘was accepted by the Textile Commissioner’s Office, under section
120-B IPC read with section 5(1) (d). and Section 5(2) of the Preven-
tion of Corruption Act, 1947.

The Central Vigilance Commission have not given their opinion
on this case as they have stated that they are awaiting explanation
from Shri V. Subramaniam of the Department of Supply*.

3.65. From a D.O. letter No. LDH/WSB/1(4) /845 dated April 15,
1963 from the Assistant Director, Office of the Textile Commissioner,
Ludhiana to Shri R. G. Zalani, Deputy Director, the office of the
‘Textile Commissioner, Bombay, it appears that the assessment of 12
‘Ozs. of yarn required per garment was intimated by the seven units
-concerned. In a note recorded by Shri R. G. Zalani, Director, Office

*Please sce footnote to para 3.70.
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of the Textile Commissioner, Bombay on the 20th May, 1968 (Appen-
dix XVI) it has been stated inter alla, “If the count of yarn is alright
and if the sample is acceptable, it would appear that the actual re-
quirements of yarn are lower than 12 Ozs. estimated by the Hosiery
Industry Federation. We should, therefore, after the report of the
test sample, take up with the Hosiery Industry Federation and seek

a full justification of their estimates of 12 Ozs. of yarn per under-
pant.

3.66. The note also stated that if the allotment of 12 Ozs. per
under-pant was not justified then the Hosiery Industry Federation
and the various allottees may be asked to account for the excess yarn
already released to them. It was also added in that note that if the
yarn had been utilised for the purposes other than Defence, then the
:allottees should be asked to return the same so that it could be utilis-
-ed for other Government orders or if the yarn was not available with
them ‘'then their quota of yarn against actual hosiery raw materials
should be adjusted under the distribution scheme.

3.67. The Director of Industries, Punjab was actually asked to
make adjustments against future allocations of the hosiery yarn to
the parties to whom excess quantities had been given in terms of
old scale. The adjustments could not, however, be affected as de-
tails of the excess quantities could not be worked out since the rele-
vant files were with the SPE. The Ministry of Commerce have
stated that after the files are released, the quantity due from each
will be worked out and intimated to the State Trading Corporation
who are now incharge of the allocation of raw materials to hosiery
units, under intimation to the Director of Industries, Punjab, for
effecting necessary adjustments.

3.68. During the course of evidence, the Secretary, Ministry of
Commerce has stated that “there is no doubt at all in my mind that
over-assistance was given. 12 Ozs. was not required. They were
given 12 Ozs. Later investigation proves that it was not correct.
Whether there was negligence or collusion is a point to be decided.”

3.69. The Committee note with surprise that the Director in the
Office of the Textile Commissioner, who is a technical officer, should
have relied on the estimates made by the Hosiery Industry Fede.ra-
tion with regard to the quantity of yarn required for manufacturing
each under-garment. It appears to the Committee that no check
was exercised in this matter by the Textile Commissioner and proper
attention was not given in calculating the quantity of yarn required.
This has, no doubt, resulted in undue pecuniary benefit to the firms to
whom raw material was supplied in excess of their actual require-

266 (Aii) LS—T.
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ments. The Committee desire that the serious lapse should be fur-
ther investigated urgently to fix responsibility and suitable discipli--
nary action taken against the defaulting officers at an early date.
In this connection the Committee desire that the remarks of the Sec--
retary, Ministry of Commerce, “Whether there was negligence or-
collusion is a point to be decided” should be borne in mind.

3.70. The Committee desire that the Central Vigilance Commis-
sion should, without further delay, finalise their opinion in this case*®
so that necessary action may be taken by Government without loss
of time,

371. The Committee further desire that earlv action should be-
taken to work.out the quantities of yarn due from the mills to whom
excess quantities had been issued and communication sent to the-
State Trading Corporation and Director of Industries, Punjab for
effecting necessary adjustments. The Committee should be apprised
of the final action taken in the matter in due course.

Quantities rendered surplus

3.72. The following quantities of wool were rendered surplus ta-
the Defence requirements in 1962-63 against the total imports under
these categories: —

Quality Imports Surplus
Quantity C.ILF. Quantity C.I.F.
in Value in in Value in

Lakh Ibs. Lakh Rs. Lakh Lbs. Lakh Rs.

568 white tops . . . 531 26°50 *4:05 *18:78
(*including some
wool)

48s Carding wool . . 32-2§ 97°54 0°35 1:02

Shoddy rags . . 30°34 37°98 708 8-14

3.73. As it was the 56s quality wool which wes in great demand:
and on which there was a premium in the market, the examination:
of the distribution of the surplus pertains only to this quality.

Possible Utilisation for other Defence needs

3.74. The D.G.S.&D. explored the possibilities of utilising some of’
the surplus of 56s wool tops for other Defence requirements before-

*At the time of factual verification of this Report, the Committee have been in-
formed that the Central Vigilance Commission have advised on the 20th March, 1969,
that t he material on record did not maks out a case even prima facie of conspiracy, but
that departmental proceedings as for a major penalty be taken against the three public:
servants concerned.
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the same could be released for civilian consumption, The D.G.S.&D.
felt that a part of the surplus quantity could be utilised for the
menufacture of Putties, for army personnel but as alternative
arrangements were being made 1o provide necessary 56s quality wool
for these Putties, the posribility of using this surplus in the manu-
facture of vests winter or drawers woollen was examined. For this
purpose, Shri V. Subramanian, Director in the Office of the D.G.S.&D.
addressed Shri B. D. Naithani, Chief Inspector of Textiles and Cloth-
ing, Kanpur on the 28th October, 1963, as follows: —

“I was wondering whether these surpluces could be utilised in
the manufacture of Vest Winter of Drawers Woollen, al-
though 58s-60s are specified for this purpose.” For the
bulk requirements of Vests Winter, Drawers Woollen as
well as Underpants, import of 58s-60s has already been
arranged and the consignments have been received and
are under distribution. If you agree to the utilisation of
56s for this purpose, this will enable us to use up the
ready stock of 56s white tops”.

On the 6th November, 1963, the CIT&C wrote back to the Direc-
tor in the office of the D.G.S.&D. as follows: —

“Although sample of only one quality of 56s tons has been
sent to me, I understand that tops of this quality have
been purchased by the Federation from 3 to 4 sources.
The sample received by me is not a good quality 56s top
and it will not be suitable for the manufacture of under-
garments. Surplus quantity of these tops could be utilis-
ed for the manufacture of socks and jerseys because the
fibre diameter of these tops is more close to 48s/50s
quality rather than 56s”.

The comments of the C.I.T.&C. relate to only one sample of 56s
wool and no other samples appear to have been sent to him for ex-
amination and report. The Director in the D.G.S.&D. forwarded the
reply of the C.I.T.&C. to the Textile Commissioner’s office stating that
‘it holds no promise in this direction, and I think we may have to
think up of another alternative or release the quantity for civil con-
sumption’.

3.75. As a rezult of their investigation, the Central Bureau of In-
vestigation have come to the conclusion that a large number of or-
ders for manufacturing under-pants, vests were pending and 5:37
lakh Ibs. of 565 wool was required for the purpose.. The surplus 56s
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could thus be utilised for this purpose instead of releasing it for civil
consumption. The represeritative of the CBI has stated during evi-
dence that they had consulted the Chief Inspectorate of Defence who
had confirmed that there was no objection from their point of view
to the utilisation of 56s wool for manufacture of under-pants and
vests, etc. In this connecétion a copy of letter dated the 29th Janu-
ary, 1963 from the Chief Inspector to the Defence Research and

Development Organization has been furnished by the CBI (Appen-
dix XVII).

3.76. The Ministry of Commerce in a note furnished showing the
sequence of events with regard to the distribution of surplus after
meeting the Defence requirements has stated as follow:: —

“(1) In a letter dated 23rd July, 1963 the Under Secretary in
the Ministry of Commerce & Industry enquired from the
Director in the Office of the Textile Commissioner whe-
ther there was any proposal to divert for civilian produc-
tion some quantities of dyed tops imported on Defence ac-
count. The Director in the Office of the Textile Commis-
sioner in his reply dated 30th July, 1963 stated that there
was no diversion of any material imported on Defence
account. All that had been done was to make an advance
allocation of 56s dyed tops for production of serge battle
dress in anticipation of future orders in the DGS&D.

(2) In a sacraphone message No. 2771 dated 3rd September,
1963 from the Under Secretary, Ministry of International
Trade to the Industrial Adviser, Textile Commissioner, it
had been mentioned ‘any diversion from imports made for
Defence needs for purposes of civilian consumption should
be accounted within this additional allocation (release of
additional Rs. 3 crores ceiling for import of raw wool/wool
tops for the period October, 1963/September, 1964)’. In
his letter dated 13th September, 1963 the Deputy Director
in the Office of the Textile Commissioner enquired of the
Ministry of Commerce & Inductry whether the question
of diversion was applicable only to licences issued jointly
in the name of the two associations (the Federation of
Woollen Manufacturers in India and the All India Wool-
len Mills Association). Thic was confirmed by the Minis-
try.

(3) A review of the supply position of the essential textile
and woollen items was made in an inter-departmental
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meeting held in the room of the Minister of Supply on
13th September, 1963. It was mentioned in this meeting
that depending on the time taken in meking supplies and
other fagtors, the Department of Supply will in consulta-
tion with the Ministry of International Trade and Depart-
ment of Economic Affairs decide the action to be taken in
regard to release of wool for civilian consumption, or ex-
ports.

(4) In reply to a letter from the Director in the Office of
D.G.S.&D. to the Director in the Textile Commissioner's
Office on 17th September, 1963 the Director in the Textile
Commissioner’s office wrote on 20th September, 1963 that
he had noted that it would be possible to utilize a major
portion of surplus of 56s dyed tops, 48s carding wool and
48s tops for Defence production.

(5) On 26th September, 1963, Joint Secretary in the Ministry
of Ecomomic and Defence Co-ordination wrote to Secre-
tary, Ministry of International Trade regarding stocks of
wool carried by the induwtry on behalf of Defence re-
quirements. In this letter he stated that certein surpluses
specially of 56s dyed wool for serge battle dress and 48s
carding wool for cloth brown had occurred as a re<ult of
certain changes in the uniform. The Ministry of Defence
had no immediate requirements for this cloth. He, there-
fore, requested the Ministry of International Trade to
consider whether the surplus 56s dyed tops could be ex-
ported.

(6) The Textile Commisiioner in a DO letter dated 7/8th
October, 1963 addressed to the Secretary, Ministry of In-
ternational Trade pointed out that Shri R. K. Birla had
complained to him about the delay in taking over the
stocks of wool and tops lying with banks.

Procedure for distribution of surplus

3.77. A meeting of Secretary Finance, Secretary (Supply) and
Additional Secretary Defence was convened on the 17th October,
1963 to consider the prospects of utilisation of surplus imported
wool/wool tops against woollen and snow clothing requirements
framed by the Ministry of Defence upto the eml of 1966-67. At this
meeting the repmentatives of the Defence Miiiistry stated that cer-
tain iteths of woollen clothing had been and as a result the
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requirements of woollen material would be reduced in future. They
also stated that as the supplies were ordered on the basis of these
items, a surplus of wool tops had arisen. It was also mentioned
that another reason for the surplus was that after the outbreak of
the emergency stocks of wool held by manufacturers were frozen
for meeting the Defence commitments. No representative of the
Ministry of International Trade was invited to the meeting. The
reasons for not inviting a representative of the Ministry of Interna-
tional Trade to this meeting are not on record in the files of the
Department of Supply.

3.78. The following decisions were taken at the meeting of the
Secretaries held on the 17th October, 1963: —

(i) the stocks of white or undyed wool/wool tops (estimated
at 4 lakhs pounds) be released to the civil market;

(ii) the stock of wool/wool topg used for manufacture of cloth
woollen known should also be similarly released;

(iii) with releases at (i) and (ii), the manufacturers would be
kept busy for about three months, during which time the
possibility of export should be explored fully;

(iv) the quantities released for civil market would be set off
against future quota, except to the extent of those utilis-
ed in exports.

(v) in regard to wool/wool tops, which have been dyed for
drab serge, the consumption in civil market and the pos-
sibility of export should be investigated on the same
lines as above. If the entire quantity cannot be thus dis-
posed of, the question of utilising it against army demands

would be examined.

3.79. The representative of the Ministry of Commerce has stated
in evidence that the decisions taken at the meeting of Secretaries
held on the 17th October, 1963, were communicated to the Ministry
of International Trade in writing only on the 28th October, 1863
and reached that Ministry on the 20th October. It is, however, clear
from the D.O. letter No. P.II|16(7)|62-IV, dated the 28th October,
1963, written by Shri B. D. Kumar, Deputy Secretary in the Depart-
ment of Supply to Shri A.G.V. Subramaniam, Under Secretary in
the Ministry of International Trade (a copy of which has been fur-
nished to the Committee by the Ministry of Commerce and is
enclosed at Appendix XVIII) that“the decision of -17th October was:
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:not only verbally communicated to the latter on the 17th October
Jdtself but a gist thereof was also communicated in writing through
a note on the 18th October, 1963,

The note dated 17th October, 1963 sent on 18th October, 1963 by
the Deputy Secretary in the Department of Supply to the Under
-Secretary in the Ministry of Internationa] Trade referred to the
release of undyed combing wool as follows:—

“Undyed combing wool equivalent to 2 lakh metres which is
lying with the Federation should be released for civilian
use. The foreign exchange equivalent of this quantity
should be adjusted against the quota which may be sanc-
tioned or has been sanctioned for import of wool to meet
civil requirements.”

As soon as the minutes of the Secretaries’ meeting were officially
received in the Ministry of International Trade on 28th October,
1963, the same were put up by the Under Secretary through the
-Joint Secretary to the Secretary Commerce, who made a minute:

“How much was frozen that belongs legitimately to civil
needs”.

"The Commerce Secretary returned the file to the Joint Secretary.

3.80. It appears from the records that the Joint Secretary in the
Department of Supply met the Minister for International Trade on
.26th October, 1963. In pursuance of the wishes of the Minister of
International Trade expressed on 26th October, 1963, the Joint Sec-
retary in the Department of Supply sent a note dated 29th October,
1963 to the former, as follows:—

13(2) /Tex (D)/63
-SuBJEcT: —Disposal of Serge battle dress.
DEPARTMENT OF SUPPLY

For meeting the requirements of the Defence Services, the
Woollen Industry was granted licences to import the
following categories of wool:—

(1) 48s wool tops white, for socks and jerseys; .

(2) 58s, 60s dyed tops, for hosiery items, such as, under-
. - wears, vejts,; etc:;. '
' {3)'6dstyed tops for Shirting Angola;

cy



(4) 48s carded wool for cloth drab mixture and cloth
brown;

(5) 56s dyed tops and groomed wool for Serge Battle Dress;
(6) Shoddy and Nylon Fibre for blankets;

(7) Nylon tops for admixture with indigenous wool for
manufacture of hosiery.

2. The entire quantity of wool imported under Serial Nos. (1),.
(2) and (3) above is being utilised for meeting the De-
fence requirements and also the requirements of other
essential civil indentors, mainly Police. There will be no
surplus in these items.

3. 48s carded wool.

As regards Serial No. (4) above, viz. 48s corded wool, which
is being partly utilised for the manufacture of cloth
brown, collar cloth, etc. required for the Defence Services
as well as the Police, the position of availability as on
1st October, 3963 is as given below:—

(lakh Ibs.)

Total surplus reported by the Federation of Woollen
Manufacturers . . . . . 975

Total required for meeting demands of essential civil
indentors, viz., State Police Central Reserve Police,

Railways . . . . . . . 578
Anticipated demand for Defence and Police . 1
B 7°75 7°75
Balance . . . 2:00 |

The Ministry of International Trade has been requested
to release this balance of 2 lakh lbs. of 48s carded wool.

4, 568 dyed tops and wool.

After meeting the Defence requirements for Serge Battle
Dress for which contracts have been plagsd on:the Indus-
try, a total quantity of wool under item (5) viz. dyed tops
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and wool, equivalent to 10 lakh metres, has been found sur--
plus. It exists in the following forms:—

lakh metres.
(a) Already fabricated into Serge Battle Dress . .— 44 '
(b) Wool tops dyed and wool equivalent to . 36
{¢) Undyed wool sufficient for . . . 2:0

As regards (a), the Ministry of Defence have not yet placed'
any firm demand for the 4-4 lakh metres of Battle Dress
Serge already fabricated by the industry; they are exa-
mining their requirements in the light of the surplus that
the Director General Ordnance Factories has accumulat-
ed owing to the withdrawal of Battle Dress blouses. The
quantity of wool tops and undyed wool referred to in (b)
and (c) above being surplus to Defence requirements, can
be released to the civil market and should be set off
against future quota except to the extent of the quantity
‘utilised for exports. This position has been brought to
the notice of the Ministry of International Trade.

5. Shoddy and Nylon Fibre for blankets.

Out of the total imported quantity of 30 lakh: lbs. 26-78 lakh
Ibs. have been utilised against Defence requirements leav-
ing a balance of 3.22 lakh lbs. of shoddy. This is likely
to be utilised against further orders for admixtured
blankets.

6. Nylon Tops.

Out of the total quantity of 4.36 lakh lbs. 0-66 lakh lbs. have
been utilised leaving a balance of 370 lakh 1lbs. of nylon
tops. This was primarily imported for admixture with
indigenous wool for manufacture of socks and jerseys. As
the Defence have not found the quality of the product
satisfactory, it has been decided to meet the balance re-
quirements of socks and jerseys against Defence demands.
purely out of imported ,wool. The Ministry of Interna-.
tional Trade will, thereloro, be requested; to Telegge. the-
‘balance quantity of: 3 70 lakh ibs. of arylon; tops for civi--
lian use.

»,
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The above note is being submitted to the Minister for Inter-
national Trade, as desired by him when I met him on
Saturday, the 26th October, 1963.

Sd./-
Joint Secretary,
October, 29, 1963.
Minister for International Trade,

Deptt. of Supply U.O. No. 6181-JSK (II) /63 dt. 29tk October, 1963.

3.81. The Ministry of Commerce in a written note has stated
with regard to the note recorded by the Joint Secretary, Depart-
.ment of Supply on 29th October, 1963 that the Minister of Inter-
national Trade asked for comments on that note from the officers
in the Ministry. This note is stated to have been examined by
the Under Secretary, Shri A. G. V. Subramaniam, in the Minis-
try of International Trade who put up a note on 30th Ocwber,
1963 suggesting that the quantity declared surplus by the Defence
‘Ministry should really be allocated for civilian requirements with-
out any debit against future allocation. This proposal was sub-
mitted through the Joint Secretary to the Minister for Inter-
national Trade who agreed with the same on 31st October 1963.

‘The note is reproduced below:—
“13(23) |Tax (D) |63

I have already written to the Textile Commissioner indica-
ting that the quantities mentioned in this note will be
surplus to defence requirements. I have asked him to
let us know the value so that we may take up the ques-
tion of allocation to us of this quantity for civilian re-
quirements. Earlier the Deptt. of Supply had proposed
that they would prefer the export of wool tops as such
even though we had pointed out this will not be feasible.
Subsequently I consulted M(IT) & S (IT) and both were
of the firm view that we should not agree to such a pro-
posal. The tops should be utilised in the country and
if necessary only the fabrics should be exported. The
Deptt. of Supply have now left it entirely to us.

We may release these quantities for civilian requirements
» and ask the Textile Commissioner to make suitable allo-
“* " Yoations. So fdr as the debit is concerned, I do not think
“' that we should accept any debit against future allocatign.
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It may be recalled that against an allocation of Rs. 8
crores for the year 1962-63 as much as nearly Rs. 4.5 to
5 crores were diverted for defence production. It is only
on this account that ad hoc licence issued specifically for
defence requirements was not used in full.  Strict'y
speaking the civilian requirements have been drastically
cut to accommodate the defence requirements.

Having regard to this very important fact and that consi-
derable cuts have been made out of the civilian quota—
nearly to the extent of 60 per cent., the quantity dec-
lared as surplus by the Defence Ministry now should
really be allocated for the civilian requirements without
any debit against future allocation. JS might like to
discuss with M(IT). ‘

Sdl-
US(AGV),
30-10-1963.

JS(AVV).
Sd|- JS (AVV)

31-10-1963.

M(IT)

I agree.
Sd- M{IT)
31-10-1963"

3.82. After submitting his note on 30th October 1963, the Under
Secretary left for Bombay on the morning (08.25 AM train) of 31st
October, 1963. He noted the Minister’s decision only on his return
from Bombay after a few days and was thus not aware of the same
before he left for or during his stay at Bombay. Asked whether
the decision of the Minister was communicated to the Textile Com-
missioner, the representative of the Mimistry has stated in evidence
that “we have not been able to find any official communication in
writing from the Ministry of Commerce to the office of the Textile
Commissioner. But even in the absence of any such communi-
cation the Textile Commissioner had the authority to distribute
the raw wool. Under the powers given to him he has the authority .
to dispose of the raw materials.” The representative of the Minis-
try has fudther stated, “Thede should have been from the Commerce
Ministry a very simple letter to him saying that ‘this is surplus.
Please distribute it’ The Commerce Ministry has not given these
directions in clear terms in writing to the Textile Commissioner.”

3.83. The representative nf the Ministry of Commerce has also
admitted: in+evidence that althogh. the Ministries of Defence and
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Supply were not concerned with the method of distribution of the
wool rendered surplus to defence requirements, the Ministry of
Finance were certainly interested because if this wool were to be
distributed without allocating the same against future AU Licences,
that Ministry would have to make further allocations of foreign ex-
change for import of wool. The Ministry of Finance should thus
have been vonsulted before makjng a change in the procedure de-

cided upon in the meeting of the Secretaries held on 17th October
1963, but this too was not done.

Events in Bombay

3.84. While the procedure for distribution of wool rendered sur-
plus to Defence requirements was being settled at Delhi, action
in this regard had also been initiated at Bombay. From a note
recorded in the files of the DGS&D (Dated 5th November 1963),
it appears that the then Director General of Supplies and Disposals
(Shri Raghavachari) held a meeting at Bombay with the represen-
tatives of the woollen industry regarding the distribution of wool
rendered surplus to Defence requirements. The representative of
Ministry of Commerce has stated in evidence:

“If you are wanting me to tell the Committee, what is the
correct procedure, according to me, Mr. Raghavachari had
no business to hold a meeting in Bombay. It is the Textile
Commissioner’s job; it is not Mr. Raghavachari’s job. But
everybody is having a finger in the pie. What should be
done by the Textile Commissioner, Mr. Raghavachari does.
He holds a meeting and records a note.”

3.85. In reply to a question what was the designation of Shri
Raghavachari and where he was posted, the representative of the
Ministry has stated that he was the Director-General of Supplies
and Disposals and “He was posted in Delhi, and he was acting
under the directions of the Minister who was acting on the basis
of representations made.”

3.86. In the course of evidence the Committee referred to the
fact that, “It appears from the papers furnished to the Committee
that the only paper relating to decision to release the surplus wool
and the procedure for its release (as settled by the Secretaries Com-
mittee) available on the Textile Commissioner’s files was a copy of a
note dated 29th October, 1963 recorded by Joint Secretary, Depart-
ment of Supply”. The Committee wanted to know, “Is there any
record to show as to how this note reached the Textile Commission-
er's office” The representative of the Mintstry has stated in evi-
dence, “If 1 may uﬂnuybwwkmmdmmahonmmm
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things work is, these gentlemen who are trying to get hold of this
wool are seeing every possible person whom they can persuade.
They see the Minister for Supply, they see the Secretary for Sup-
ply the Minister of International Trade, the Secretary of the Inter-
national Trade, the Secretary for Commerce, the Textile Commis-
sioner and each one is examining the matter and each one is re-
cording notes. Everybody knows what the other person is trying
to do. In the final process the Textile Commissioner takes the
decision in the light of all the information.”

3.87. Based on this meeting of the the DGS&D (Shri Raghava-
chari) (at which the Textile Commissioner and his Industrial Ad-
viser were also present), Shri R. G. Zalani, Deputy Director in the
Office of the Textile Commissioner, submitted a note on 1st Novem-
ber 1963, the opening paragraphs of which read as follows:—

“A meeting was held by the Director General of Supplies
and Disposals, Shri N. E. S. Raghavachi, with the represen-
tatives of the local woollen spinning mills. The Textile
Commissioner and Industrial Adviser were also present.

1. It was decided that the surplus quantities of 56s. White
tops. 48s. carding wool and nylon tops imported for de-
fence requirements under the special licences granted to
FWM.I and AIWMA may be released for civilian con-
sumption.”

At a later place in this note, Shri Zalani also recorded as fol-
lows:—

“5. The quantities released for civilian consumption may be
subject to a provisional condition of adjusiment against
future actual users’ import quotas. Shri Grover, on be-
half of the spinning industry, stated that he was not in a
position to accept this provision straight-away, but he
would discuss the matter with the spinners and would let
us know the reaction”.

The above mentioned note was submitted to the Director, Wool
(Shri Chaudhuri), in the office of the Textile Commissioner, who re-
corded on 2nd November, 1963 as follows:—

“1. It is proposed we shall compensate the mills which had
given their own A.U. license in part for defence out of
these surplus raw materials.

2. We may immediately ascertain the extent lo which the In-
dividual mills had contributed raw wool, wool tops, nylon
etc. for allocating out of this surplus.

» w * * -
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The fille then went to the Industrial adviser (Shri 1. B. Dutt)
who signed the note on 5th November 1963, (thereby recording his
approval thereto) but made the following marginal remarks against
para I above:—

‘For 56s. white tops, 48s. carding wool and nylon top’.

The file then went to the Textile Commissioner (Shri R. Dorat-
swamy) who signed the same on 9th November 1963, thereby record-
ing his approval to Shri Chaudhuri’s proposal. No immediate release
orders appear to have been issued on the basis of the above
decisions.

3.88. The, percentages of 1/22s. Hosiery yarn delivered by the diff-
erent mills were worked out by the Textile Commissioner’s office
and the question of allocation of 56s. wool tops became the subject
matter of notings in that office again on 7-12-1863. The same per-
centage was applied to the total quantity to be distributed, and the
quantities to be released along with draft letters informing the mills
about their allocation were put up by the office for approval of the
officers. Toos e

The Director. Shri Chaudhuri, recorded a note on 7-12-63, the
opening paragraphs of which read as follows:—

“Discussed with D.D.(Z), letter from the Ministry No. 12(6)!
Tex. D/63 dated the 24th September (October) 1963 was
discussed with TXC, 1.A,, and US (AGV) in Bombay on
31-10-63. DGS&D was also present.

It was agreed that 58s. white tops/combing wool lying in stock
out of the purchase by the Federation and the Association
may be released for the civilian market as these tops are
no longer required for Defence production.

As it was pointed out that the mills will not be interested in
lifting this quantity if adjusted against their future AU
licences, it was agreed that these tops should be given to
such mills who had surrendered a part of their AU licen-
ses towards Defence production.

US (AGV) pointed out that the mills which had surrendered
a part of their AU licence during emergency should be
compensated, to the extent possible”.

3.89. As Shri A. G. V. Subramaniam, Under Secretary, referred
to above was not in Bombay on 31-10-1963, having left Delhi only
on that date, and reached Bombay by train on the morning of 1st
November (to attend a meeting of the Handloom Study Group). a
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suggestion has been made in the papers submitted to the Committee
that the meeting referred to above might have been held on 1st
November, 1963 and the reference to 31-10-63 could have been made
out of inadvertance as the note was recorded over a month after the

officers from Delhi had come to Bombay.

3.90. At a later place in his note referred to above, the Director
(Shri Chaudhuri) recorded as follows:—

“The allocation suggested below will go to the spinners who
had supplied 1/22s. hosiery yarn out of their own 56s/60s/
64s. white tops out of their own AU licences.

While allocation for 2.5 lakh lbs. of white tops to the spinners
may be made immediately according to the list placed
below, we should also ascertain the extent to which the
composite mills had surrendered their own AU Licences
for suply of Serge Battle Dress with a view to calculate
to what extent they could be compensated out of the
balance stock with the purchase Mission/Mills”.

This note was not submitted to any higher officers and the re--
lease orders for 2.5 lakh lbs in fovour of 16 mills were issued.

3.91. After issue of the release orders pertaining to the 2.5 lakh
1bs. of wool tops to the spinners, the notings in the Textile Com-
missioner’s office files discuss the release of the balance of 1.53 lakh
1bs. of wool tops and 1.36 lakh lbs. of combing wool, both of 56s..

quality.

In his note, dated 22-1-1964, the Deputy Director (Shri Zelani)
recorded as follows:—

“s« » » * * we have 1.53 lakh lbs. of 56s white wool
tops and 1.36 lakh Ibs. of 56s combing wool for allotment
for civilian production. It is proposed to allocate these
quantities to those mills who had taken up orders for
Serge Battle Dress on “Without Assistance” basis out of
their own raw materials. A statement of such mills eli-
gible for allotment and the proposed allotment of tops as
well as coming wool on pro-rata basis is given in the
statement below”.

3.92. On the note of the Deputy Director, the Director, (Shri A.
€. Chaudhuri) recorded on 23-1-1964 as follows:—

“The above proposals have been made in consultation with .
me and I agree with the same.



Industrial Adviser may see for approval. Immediate follow-
up action is necessary.”

3.93. The Industrial Adviser (Shri I. B. Dutt) recorded as follows
-on 24-1-1964:—

“I understand from DD(Z) that it has already been decided
to allocate 1.53 lakh lbs. of 56s. white wool tops and
136 lakh lbs. of 56s combing wool for production of
goods for civilian purposes to the mills who have produced
serge battle dress on the basis of ‘without assistance’.
Therefore, these varieties of tops may be allocated pro-
portionately”.

The file did not go to the Textile Commissioner.

On the basis of the above orders, allocations of surplus quanti-
‘ties of 56s white tops and 56s combing wool for civil consumption
were prepared and submitted (for signature) by the office on
1.2.1964.

3.94. Before these allocation orders were approved and issued, a
revision thereof was made and the office note recorded in this con-
nection on 31-3-1964 stated as follows:

“DD(Z) may kindly see his notings on pre-page. As per dis-
cussions with the Wool Advisers the allocation has been
revised to include orders for “serge blue” on without
assistance basis also. Since weight of sq. yard of serge
B.D. and serge blue does not differ considerably (viz. 12
ozs. and 14 ozs. respectively) the benefit of allocation of
56s combing wooljtops has been given on the basis of
A|Ts. for No. of metres placed on various mills.”

As a result of this decision four mills were given allocations out
-of the surplus wool. According to the Ministry of Commerce “since
the serge blue manufactured was out of merino wools the same could
kave come only out of their A.U. Licences. The quantitly of surplus
wool allocated to these mills against orders for serge blue on with-
-out assistance basis works out to about only 7 per cent of the quan-
tity of wool used by them out of their A.U. Licences.

3.95. The allocations made on this revised basis were ultimately
signed on the 7th April, 1964.

The inclusion of ‘serge blue’ was done on the representation of
one of the Mills (whose representative was one of the Wonl Advisers
.and had been a member of the Purchase Mission) who had utilised
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64s wool for manufacture of serge blue, that they had been deprived
of the allocation of surplus imported 56s wool.

Investigations by C.B.I.

3.96. The question of disposal of surplus wool has been the sub-
ject matter of a case investigated by the C.B.I. and the irregularities
brought out in the report of the investigating officer are broadly as
follows:—

(a) The wool should not have been released for civilian con-
sumption as it could be utilised for other pending Defence
requirements;

(b) A Committee of Secretaries had decided that the releases
to be made to the Industry for civilian consumption
should be set off against their future entitlements of im-
ported wool, but when the actual distribution was done
it was not so set off;

(c) The criteria for distribution of surplus wool laid down
in the Textile Commissioner’s office were changed from
time to time in order to favour certain parties who were
thus able to earn substantial pecuniary benefits.

3.97. According to the CBI, 56s wool was in great demand and
was being sold in the market at a premium. Therefore, the mills to
whom releases of surplus imported wool were made, earned substan-
tlal pecuniary benefit. Also that the spinners and the composite
mills to whom these releases were made were allowed to sell the
yvarn outside the distribution scheme i.e. beyond the controlled
prices.

3.98. In regard to Serge Battle Dress and Serge Blue, it is the
case of the C.B.I. that although the criteria laid down in the notes
was ‘the extent to which the composite mills had surrendered their
own AU licences’ for their supply, the actual releases were made on
the basis of the monthly returns of the mills which merely indicated
the orders they had received on ‘without assistance basis’ and not the
orders they had executed.

3.99. It is also the case of the C.B.I. that in most cases the orders
were for fabrics made out of Indian wool and not out of imported
wool, and this fact was known to the officers dealing with the allo-
cations of the surplus wool. Thus some of the mills got a share of
the surplus imported wool without using imported wool for manu-
facturing the serge battle dress.

266 (aii) LS—8.
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3.100. It has been brought to the notice of the Committee that in
connection with the distribution of the wool rendered surplus in
1963, while the organized sector were given allotments without ad-
justing the same against their future A.U. quotas, the decentralised
sector were not afforded any such concession although they too
bad contributed towards the Defence efforts in the matter of manu-
facture and supply of woollen articles for the Defence services.

3.101. The Committee find that some of the surplus material was
offered to the decentralised sector but only ‘to be adjusted against
-backlog of permits for worsted weaving yarn in favour of their
member units’, but the same was not accepted by the latter.

3.102. When the findings of the Central Bureau of Investigations
relating to the distribution of surplus wool were referred to the then
Textile Commissioner for his comments, he stated in a D.O. letter
dated 20th May, 1967 to the Joint Secretary, Ministry of Commerce
as follows: —

“It seems .......... absolutely evident that the Under Secre-
tary (Shri A. G. V. Subramaniam) who had submitted
this note (suggesting that the formula decided upon by
the Secretaries Committee may not be accepted by the
"Ministry of International Trade) and who was in Bom-
bay on the 1st November, must inevitably have briefed
Shri Chaudhuri (the then Wool Director in the Textile
Commissioner’s Office) of this position”.

3.103: In the course of evidence the Committee desired to kmow if
there was any record in the Textile Commissioner’s Office to.indi-
"cate that Mr. Chaudhuri was actually so briefed. The representative
of the Ministry has stated in reply, “There is no other record ex-
cept the note of Shri Chaudhuri dated 7th December in the Textile
Commissioner’s Office”. Asked how Shri Chaudhuri then had been
briefed, the representative has replied, “It appears that he has re-
ceived information, from whom one does not know”. The repre-
sentative of the Central Bureau of Investigation added, “Mr. Subta-
maniam has stated that he never mentioned this to Mr. Chaudhuri.”
The Committee thereafter wanted to know if Shri Subramaniam
after his réturn from Bombay, made any notings on the file. The
representative of the Ministry stated that there was no such noting.
Asked if this was the usual practice in the Ministry to convey such
important decisions verbally, the representative of the Ministry has
stated, “The usual practice is to convey important decisions in
writing.” In answer to a further question the Secretary of the
Ministry of Commerce has stated, “I would say that even if it be
unfair that Mr. Subramaniam verbally conveyed it to Mr. Chaudhurt
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or Mr. Doraiswamy, I still maintain that it was the duty of the Min-
istry to convey it formally and in writing and the Ministry failed in
that”. h

3.104. The then Textile Commissioner in the same letter referred
to the distribution of surplus wool to the decentralised sector as
follows: “As you will appreciate, the decision to allocate the surplus
wool to those of the units who had made Defence supplies was wide-
ly known to the entire woollen industry:- and hence any party who
felt that he could benefit by such generel policy would have or at
least should have at that time approached us if there was any griev-
ance”.

3.105. In the course of evidence the Committee desired to know
if there was any document or Press Note or newspaper item or Press
publication to the effect in support of the expression “widely
known” used by the Textile Commissioner. The representative of
the Ministry has stated in reply, “There was no Press note or news~
paper advertisement. The only documents that we have in proof
of this having been done are the copies of the release orders which
also contain reference to the basis on which releases have been
made and they were endorsed to the Executive Secretary, Purchase
Division of the All India Woollen Mills Federation, Bombay and
the Federation”.

3.106. In this connection the Committee wanted to have documen-
tary evidence in support of the statement made by the then Textile
Commissioner in his letter dated 20th May, 1967, that “The records
only show that the decentraliced industry had indicated that they
would not be prepared to accept yarn made out of this wool under
their distribution scheme”. ‘The representative of the Ministry has
stated in reply, “I think the decision is that in'the original commu-
nication which was sent to the decentralised sector the offer made
‘to them was against a backlog and ‘this offer the decentralised sector
did not ‘accept. At that time the same condition—the “set-off” con-
ditiofi—was suppored to be there for the organised sector also. Later
on, when the “set-off” condition was withdrawn from the organised
sector, no offer was made to the decentralised sector........ There
is no letter on the Textile Commissioner’s file indicating an interest
on the part of the decentralised sector in allocation if there is no
backlog. There is no letter, there is no grievance from them at that
stage. From the Government’s point of view I am saying that to
be fair and to keep the records clean, they should have sent a com-
munication”. The representative of the Ministry has added, “At the
second stage if they wanted to be fair and careful, they should have
made an offer to the decentralised sector.”
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3.107. The Committee has been informed by the Central Bureau
of Investigation in @ written note that they had recommended pro-
secution of three officers of the Textile Commissioner’s Office, but
the Central Vigilance Commission had come to the conclusion that
no action was called for in the matter.

3.108. The latest position is that the Central Bureau of Investiga-
tion have requested for reconsideration of the decision and the mat-
ter is under examination by Government*.

3.109. The Committee have been further informed by the Secre-
tary, Central Vigilance’ Commission in the course of evidence that
“no notings relating to the case are available on the files” of the
Central Vigilance Commission. The Secretary, Central Vigilance
Commission added, “This case was examined and disposed of at the
level of Central Vigilance Commissioner after due consideration of
all its aspects. The considerations which weighed with him have
been indicated in the advice tendered by him.”

The advice referred to above has been recorded in the letter dated
the 23rd May, 1968, from the O.S.D., Central Vigilance Commission,
to the Director (Vigilance) in the Ministry of Commerce.

3.110. The Committee note that at the meeting of the Secretaries
(Finance, Supply and Additional Secretary, Defence) held on 17th
October, 1963 a decision was taken inter alia to release white or un-
dyed wool tops used for manufacture of cloth woollen brown on the
condition that “the quantities released for civil market would be set
oft against future quota except to the extent of those utilised in ex-
ports”. But this decision was nullified by a proposal made in the
Ministry of International Trade in a written note suggesting that the
quantity declared surplus by the Defence Ministry should really be
allocated for the civilian requirements “without any debit against
fature allocation”. The proposal which was contrary to the decision
taken by the Committee of Secretaries mentioned above was agreed
to by the Minister of International Trade on 31st October, 1963,

The Committee are unable to understand why at the meeting of
the Secretaries on 17th October, 1963 no representative of the Minis-
try of International Trade, which was vitally concerned with this
matter, was invited. Unfortunately the reasons for not inviting

At the time of factual verificat'on of this Report.the Committee have been informed
that the Central Vigilance Commission have advised on 1-2-69  that departmental pro-
ceedings for impos tion of major pena'ty for lack of devoticr 'o duty ooy te drawn up
against one officer and warning (to e more careful in future) issved to another officer
of the Textiie Commissioner’s office. The Commission have also held the third officer
responsible but since he has already resigred from Government service, no departmental
action is fcasible against him.
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representative of the Ministry to this meeling are not on record in
the file of the Department of Supply.

The representative of the Ministry of Commerce in his evidence
before the Committee stated that the decisions taken at the meeting
of Secretaries held on the 17th October, 1863 were communicated to
the Ministry of International Trade in writing on the 28th October,
1963. In this connection, the Committee find that in a letter dated
the 28th October, 1963, from the Deputy Secretary in the Department
of Supply to the Under Secretary in the Ministry of International
Trade, there is a reference that the decision of 17th October, 1963
was not only verbally communicated to him on the 17th October,
1963 itself but a gist thereof was also communicated in writing
through a follew up note on the 18th October, 1963.

It is, therefore, clear that the decision taken at the Secretaries’
meeting on the 17th October, 1963 (namely that the quantities to be
released for civilian consumption would be set off against future
quota, except to the extent of those utilised for export) was made
known to the Ministry of International Trade much earlier than the
28th October, 1963, when the decisions of the Secretaries’ meeting
were formally communicated to that Ministry.

3.111, On 26th October, 1963, the Minister for International Trade
asked for a note from the Joint Secretary, Department of Supply,
with regard to the surplus wool.. .In the note submitted by the Joint
Secretary to the Minister for International Trade on 29th October,
1963, as desired by the latter, no mention was made about the deci-
sion that had already been taken on the 17th October, 1963 at the
meeting of the Secretaries, though the note mentioned that the sur-
plus quantity of wool tops and undyed wool ‘can be released to the
civil market and should be set off against future quota except to the
extent of the quantity utilised for export’. The Committee also ob-
serve that there is no indication in the note dated 30th October, 1963,
recorded by the Under Secretary (Shri A. G. V. Subramaniam) in
the Ministry of International Trade that a decision had already been
taken on 17th October, 1963 in the meeting of Secretaries that “the
quantities released for civil market would be set oft against future
quota, except to the extent of those utilised in exports.”

3.112. Ncither the decision taken at the meeting of Secretaries nor
the decision of the Minister of International Trade was communica-
ted officially to the Textile Commissioner, Bombay for implementa-
tion. The Committee fail to understand why such an important de-
cision taken at such high levels was not communicated officially to
the authorities concerned. It has been contended before the Com-
mittee that even in the absence of any communication from the
Ministry the Textile Commissioner by virtue of his office had the
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authority to distribute the raw wool. If such were the case and no
policy direction from the Ministry was called for, the Committee
find no point in the futile exercise by the three Secretaries meeting
and their coming to policy decisions at such high leve!s.

3.113. It is not clear as to why on his return to. Delhi and en know-
ing the Minister’s approval to his proposals, the Under Secretary in
the Ministry of International Trade did not tak-~ the normal action
of sending a communication to the Textile Commissioner’: office to
distribute the wool in the manner approved by the Minister for In-
ternational Trade.

3.114. The Secretary, Ministry of International Trad~. does not
appear to have been associated wit" this case at any stezz. When
he made a query on receipt of the minuics of the Secrutaries’ meet-
ing of 17th October, 1963 on 28th October, 1963, the same appears to
have remained unanswered. The proposal madc, which was con-
trary to the dccision of the Secretaries with regard to the distribu-
tion of wool was also not routed through the Secretary before it was
put up to the Minister of International Trade for decision.

3.115. The Committee find several other procedural lapses and ir-
regularities in the disposal of wool declared surplus to Defence re-
quirements. These may be summarised as follows:—

(1) The decisions taken at the meecting of Secretaries (Minis-
tries of Finance, Supply and Defence) for the distribution
of wool were not approved by the Minister of Tnternatio-
nal Trade but this fact was never communicated to the
Committee of the threc Secretaries.

(2) The Ministry of Finance were not consulted at this stage
even though by virtue of foreign exchange invelvements
they were directly concerned if the wool were to be dis-
tributed “without any debit against future allocation” as
decided by the Minister of International Trade.

(3) The D.G.S. & D. who is stated to have, “had no business”
to hold any meeting to discuss the question of distribution
of surplus wool, took decisions about the distribytion of
surplus wool after meeting representatives of the wool in-
dustry in Bombay of his own accoxd and took certain deci-
sions which he was not authorised to take.

(4) In the office of the Textile Commissioner the decisions ori-
ginally taken for the distribution of surplus wool were
changed from time to time until finally the surplus was
distributed to the mills as shown in Appendix XIX.

A clear discrimination was also made between the organised sec-
tor and the decentralised sector while distributing the surplus wool
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and no.surplus material was offered to the decentralised sector onm
the same :condition on which these were offered to the. organised
sector.

The Committee note that while on the 9th November, 1963
the basic policy decision approved by the Textile Commissioner was
that the surplus wool should be distributed to those of the units wha
had made supplies for the Defence, Shri Chaudhuri’s note of 7th De-
cember, 1963 elaborated the kind of units which were entitled to the
allocation of surplus wool. Firstly, hosiery yarn required for De-
fence purposes spinning units who had supplied 1/22 S were to be
preferred and, the balance given to composite mills who had manu-
factured serge battle dress.

3.116. The Committee do not understand why no reasons have
been recorded as to the basis on which it was decided to release 2.5
lakh lbs. of white tops to the spinners and only the balance to those
who had supplied serge battle dress.

3.117. The Committee feel constrained to observe that in taking the
final decision regarding the distribution of surplus wool, the Textile
Commissioner’s organization did not obtain the prior or ex post facto
approval of the Ministry. This, in their opinion, shows a serious
lacuna in the control exercised by the Ministry over the functioning
of the Textile Commissioner’s Office. In their view the Ministry
should have exercised greater scrutiny over the affairs of the Textile
Commissioner’s Office. It should also have clearly been laid down
that important policy decisions should be approved by the Ministry
of Commerce before final implementation.

The Committee suggest that the facts disclosed in this case should
be taken into account while coming to a fihal decision in regard to
the case. '

Postings of  Officers

3.118. It has been alleged that officers in the Textile Commis-
sioner’s Office were allowed to continue in their old position even
when enquiries were being made into cases of irregularities alleged
to have been committed by them in connection with the import and
distribution of wool.

Case of Shri R. G. Zalani

3.119. The Special Police Establishment registered a case for in-
vestigation in connection with the import and distribution of wool in
Aprii, 1966. From the service particulars of the various officers con-
cerned as furnished by the Ministry of Commerce, it seems that
during the course of the investigations none of the officers involved
in the case was posted in the Wool Branch of the Textile Commis-
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sioner’s organisation except that Shri R. G. Zalani held charge as
Director, Wool, from 22-1-1966 to 26-5-1966 when he proceeded on
leave up to 12-9-1966. On expiry of leave he took charge as Director
at the Regional Office, Ahmedabad on 13-9-1966.

3.120. In addition to the charges relating to irregularities in the
import and distribution of wool for Defence requirements, a separate
charge has been made against Shri R. G. Zalani by the C.B.I to the
effect that he is in possession of assets disproportionate to his income.
According to Police report an assessment has been made of his income
and expenditure as well as his assets over a period of 17 years and

this reveals that his assets are disproportionate to the extent of
Rs. 1,41,671. )

3.121. When this case was referred to the then Textile Commis-
sioner by the Ministry of Commerce, the then Textile Commissioner
observed as follows in this case on 20th May, 1967: —

“I would only suggest that in fairness to the officer concerned
he should be confronted with the investigation report con-
taining the various transactions of income and expenditure
and asked to explain whether it is correctly recorded and,
if so, what is his explanation. If his explanation is not
found satisfactory, action under the law may be taken
against him.”

3.122. The case was further examined by the Director (Vigilance),
Ministry of Commerce on 13th June, 1967. That officer recorded the
following note in this connection: —

“As regards the separate charge against Shri Zalani that he is
in possession of assets disproportionate to his income it is
seen from the C.B.I. report that Shri Zalani has refused to-
explain most of the transactions on the ground that he did
not remember them. Details of moveable and immove-
able property acquired or disposed of by him, which were
called for under the Conduct Rules, are also stated to have
been net furnished by him in spite of reminders from the
Textile Commissioner. In view of this position, asking for
the officer’s explanation in regard to the allegations of the:
CB.L in this regard may only prolong the matter with-
out achieving anything worthwhile. If the facts stated by
the C.B.1. are correct and can be established, there is suffi-
clent case for the prosecution of the officer. However, the
conclusion of the CBI is based on a number of assumptions.
and it is doubtful whether the evidence is strong enough
for successfully prosecuting the officer.”

3.123. The Committee have, however, been informed that the
Special Secretary, Ministry of Commerce noted as follows on the
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14th June, 1967 on the note recorded by the Director of Vigilance: —

“lI think we may safely leave it to the C.V.C. to form its own
independent opinion on the basis of the reports of the

Special Police Establishment and the Textile Commis-
sioner’s report.”

3.124. In the course of evidence the Committee desired to know
whether the decision taken by the Director (Vigilance), Ministry of
Commerce on 13th June, 1967 in this case could be justified. The
representative of the Ministry stated in reply, “It is possible to take
both views in the matter. If the enquiry against Mr. Zalani had been
for departmental action, then it would have been incumbent on him
to furnish snswers to whatever questions were put to him. But
since the enquiry that was being conducted by the Special Police
Establishment was on a regular case registered against him, a view
could be taken that a person who is accused need not........ ” The
Secretary, Ministry of Commerce has stated, however, “The point is
that his explanation has been obtained. This explanation is now
with the Ministry. It is being forwarded to the Central Vigilance
Commission.” It has further been stated that the explanation of
Shri Zalani was received towards the end of September, 1968 and the
Ministry had begun examining it when on the 4th October a revised
report against Shri Zalani was received from the C.B.I. Therefore,
the whole matter will be examined by the Ministry.

3.125. Subsequently, in a written note furnished by the Ministry
indicating the progress on action taken in this case it has been stated,
“Shri Zalani was granted earned leave from 24-10-1968 to 23-12-1968.
On 17th December, 1968, the Ministry of Home Affairs issued an
order sanctioning his prosecution in a Court of Law on the charge of
being in possession of assets disproportionate to his known sources of
income. In view of this, the officer has been placed under suspen-
sion w.e.f. 24th December, 1968”.

3.126. In the opinion of the Committee, a charge against a Gov-
ernment official that he is in possession of assets disproportionate te
his income is a serious one. The Committee note that the expla-
nation of the official concerned has since been obtained and he is
placed undcr suspension. They, however, feel that the explanation
of the officer concerned should have been obtained much earlier
and further action taken immediately. The Committee hope that

there will not be any further delay in the matter*.
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‘Case against Director, Wool Branch

3.127. It was brought to the notice ot the Committee that when
the Central Bureau of Investigation had started investigations into
‘the irregularities in connection with the distribution of surplus wool
etc., the then Wool Director (Shri A. C. Chaudhuri), who was involv-
ed in the case, was allowed to leave Government service and was ab-
.sorber as Secretary General of the Indian Waollen Mil's Federation.

3.128. The Ministry of Commerce have informed the Committee
that Shri Chaudhuri resigned from Government service with effect
from the .1st November, 1965. At the time of acceptance of his
resignation there was nothirs; against him on record in the Ministry
or in the office of the Texine Commissioner. It was only on the’
-25th April, 1966, on receipt ot a copy of the First Information Report:
in R.C. No. 20/66, dated the Tth April, 1966, from the S.P.E.; Bombay:
relating to the import and distribution of wool in the wake of the
National Emergency in 1962, that the Ministry came io know- that
Shri A. C. Chaudhuri was one of the accused persons in that case.
It has been stated in a written note by the Ministry “In another ccn-
nection, the Central Bureau of Invertigation furnished certain details
in regard to this case in November, 1967. These indicated that R.C.
No. 20/66, referred to in the preceding paragraph was registcred on
the basis of the material collected during a preliminary enquiry
which was registered by the S.P.E. authorjties on the 10th Septemn-
ber, 1965, as P.E. No 86/65-Bombay. No copy of this P.E. was
received in this Ministry or in the Textile Commissioner’s organisa-
tion, presumably as it was only in the nature of a preliminary investi-
gation which was being made by the SP.E” A copy of the Preli-
minary Enquiry Registration is at Appendix XX. "

3.129. Explaining the particulars of his service records, the repre-
.sentative of the Ministry of Commerce has stat:d in evidence that
Shri Chaudhuri was appointed Director wi‘h .ffcct from 20th De-
.cember, 1961 and was posted in the Woo: B.: uch of the Textile Com-
missioner’s Office on 14th November, 1962. Yo continued as Direc-
tor, Wool, up to 6th October, 1964 when he wus posted as Director,
Regional Office, Ahmedabhad. He continued there till 28th August,
1865 when he was sent to Poland from where he returned on the
29th September, 1965 and proceeded on leave upto 31st October, 1965.
During leave, he submitted his resignation on 13-10-1965 which was
.accepted and he was allowed to resign from 1st November, 1965.

8.130. In the course of evidence, the Committee also desired te
‘know how whether in such an occasion where an investigation or
.an enquiry against an officer was pending, the Government would

*At the time of factual verification of this Rgn, the C.B.L. have informed the

Committee that charge sheet has been filed in the Court of the Special Judge, Greater
‘Bombay, on 20-1-69,
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like to withhold his provident fund or not if he wanted to resign.
The Secretary in the Ministry of Commerce stated in reply: “I
would like to withhold it unless he gets clearance............ I am
told there is no legal provision m regard to the provident fund but
for gratuity there is a provision.”

3.131. In a written note furnished to the Committee, the Ministry
of Commerce have stated that Shri Chaudhury was not paid any
gratuity. He was paid the amount to his credit in his General Pro-
vident Fund which represented his own contribution and the interest
accrued thereon. Government have no power to withhold General
Provident Fund amounts standing to the credit of a Government
servant who has resigned from service, even in cases where investi-
gations are under way.

3.132. As regards Shri Chaudhuri’s taking up employment with
the Indian Woollen Mills Federation, the Ministry of Commerce have
stated that Shri Chaudhuri had mentioned in his application for
tendering resignation that he has an opportunity to better his pros-
pects substantially outside the Textile Commissioner organisation
and was therefore, tendering resignation from Government service.
Under Article 531-B of the Civil Service Regulations prior permis-
sion of Government is required only when a Class I Officer entitled
"to pension desires to take up a commercial employment within a
period of two years from the date of his retirement. If he does not
take such permission his pension shall be withheld. Since an Officer
who tenders resignation from Government service will not be entitled
to any pension, Article 531-B, Civil Service Regulations, does not
apply to him and there is no provision for his seeking Government
permission for accepting commercial employment after his resigna-
tion from Government service has become effective.

3.133. The Committee note that Shri Chaudhuri who was Director,
Wool Branch in the Textile Commissioner’s Office for almost two
years during the period 1962-64 (a period during which spccial ad hoc
import and distribution of wool took place) had beer dealing mostly
with the Indian Woollen Mills Federation before resigning his Gov-
ermment job and taking over as Secretary General of the same Fede-
ration for bettering his “prospects substantially”.

The Commiltee feel perturbed that in such a case, Government
is more or less helpless, in that under the existing Rules, etc. no
action can be taken against :an officer unless criminal offence is
made out against him.

3.134. In the opinion of the Committee, the lure of substantial
betterment of prospects in private organisation is bound to tempt
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some Government employees dealing with matters which are of
vital and pecuniary concern to private organisations. This is a
eonstant source of corruption in Government service. It is there-
fore of utmost importance that preventive and deterent action is
taken urgently to guard against such cases arising in future. With
this end in view, the Committee would suggest that—

(a) Government may examine the desirability of making a
suitable provisien in the Rules to the effect that even
Government servants resigning from Government jobs
should seek prior permission ef Government before tak-
ing up commercial employment within a certain period
after resignation.

(b) Where investigations, whether preliminary or regular, are
pending against a Government employee, he should not
be allowed to resign till he is cleared of the charges.
The feasibility of withholding the G.P.F. dues of such
officials in cases where it is possible to do so till the Go-
vernment employee is cleared of the charges should also
be examined. In such cases, all investigations and de-
partmental enquiries must be prompt and action thereon
should be expeditious and effective so that no undue har-
rassment is caused to the officials concerned.

(c) the Head of the organisation, where the person against
whom investigations are initiated is employed, should be
informed immediately when an enquiry is started by the
SPE/CBL In addition, the Government should consider
the feasibility of emlisting the support of Federations and
Association and Chambers of Commerce in establishing a
convention that before any Government employee is given
an appointment by them, a clearance should be obtained
from Government by the prospective employee.

3.135. In the present case, the Committee suggest that the IWMF
be informed in writing by the Textile Commissioner that CBi in-
vestigation is pending against Shri Chaudhuri.

Tenure of the Textile Commissioner

3.136. An allegation also came to the notice of the Committee that
although no officer is normally allowed to hold charge of the post of
Textile Commissioner for more than 2} years, Shri Doraiswamy was
allowed to continue in that post for @ much longer period. The
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Committee desired to know the factual position from the Ministry
of Commerce. In a written note furnished to the Committee, the
Ministry of Commerce have stated that Shri Doraiswamy held the
post of Textile Commissioner from 5.9.1963 to 15.10.1967. Prior to
25th July, 1968, the recruitment rules did not provide for any specific
tenure for the post of the Textile Commissioner. Through an
amendment issued to the recruitment rules on the 25th July, 1968,
it was provided that for officers appointed on deputation to the post
of Textile Commissioner, the period of deputation shell not ordinarily
exceed five years.

Alleged Favouritism to an Officer

3.137. In his letter to the Committee, Shri Madhu Limaye M.P.,
had stated that in preference to senior officers, one Shri Vaidyana-
than, a minor officer in the Textile Commissioner’s Office, was sent
to represent that office at the Conference of Central Excise Officers
held in 1967, end that the favour shown to Shri Vaidyanathan is
being loudly talked about in the Textile Commissioner’s Office.

3.138. The Ministry of Commerce have informed the Committee
that Shri Vaidyanathan is working as a Technical Investigator in
the Office of the Textile Commissioner, Bombay and that “it is not
a fact that in preference to senior officers Shri Veidyanathan was
sent to represent the Textile Commissioner’s Office at the Confer-
ence of Central Excise Officers held in 1967. Shri Vaidyanathan
proceeded to Delhi on 28th August, 1967 to assist Shri Muthuswamy,
Assistant Director in the Office of the Textile Commissioner, who
was then already in Delhi for verification of records with Central
Bureau of Investigation, for preparation of draft afidavit regarding
writ application filed by Birla Mills. Shri Vaidyanathan was present
in Delhi upto 1st September, 1967. During his stay in Delhi, Shri
Vaidyanathan accompanied Shri Muthuswamy with relevant records
when the latter visited the Office of the Director Revenue Intelli-
gence, Collector of Central Excise, Central Bureau of Investigation
and Standing Government Counsel.”

3.139. From the note furnished by the Ministry, it is not unam-
biguous whether Shri Vaidyanathan actually attended the Confer-
ence of Central Excise Officers held in Delhi in 1967. The fact
remains that he had proceeded to Delhi on 28th August and remain-
ed there upto 1st September, 1967.

Third ad hoc licence (1965-66).
Issue of Licences

3.140. In a normal year the Defen.: rcquirements are met out of
the total allocations of foreign exchange to the woollen industry.
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The representative of the Ministry has stated in evidence that in
1965 (October, 1965 to September, 1966) because of the shortage of
foreign exchange, no allocation at all was initially made to the
woollen industry for import of raw wool complaints were then

made to the Prime Minister who recorded the following Minfute on
the 15th September, 1965: —

“PRIME MINISTER'S SECRETARIAT

I understand that the entire woollen industry located mainly
around Ludhiana and Amritsar is threatened with a closure, be-
cause no foreign exchange has been released for the import of raw
wool. I know that the foreign exchange position is extremely tight.
This may lead to industries working below capacity. But
the possibility of a total. stoppage is another matter. We
have , moreover, to distinguish between industry and industry.
Just as the winter is approaching and demand from the civil popula-
tion, as well as the Police and the Army, for woollen clothing will
be on the increase, a.great shortage of raw wool would create major

problems. We also do not want labour unrest in the Punjab at this
juncture.

2. Ishould like Cabinet Secretary to get in touch with Commerce
Secretary and Economic Secretary and examine urgently whet can
be done to relieve the situation.

LAL BAHADUR,
1-9-1965.”

Cabinet Secretary. '

No. 3693-PMO/65

3.141. The Cabinet Secretary discussed the subject with the
Secretary to the Prime Minister, Secretary Finance and Additional
Secretary (Finance) and recorded the following note on 2.9.65: —

“It was realised that absence of provision for import of wool
would necessarily mean very much reduced activity in
the industry.. In the discussion, a reference was also made
to the likely requirements of Defence.

It was contemplated to make a request to Australia for
making wool available under Colombo Plan Aid.

Apart from what wool may be available from Australia under
Colombo Plan Aid, Secretary (Finance) agreed to make
available to the industry a sum of Rs. 2 crores against
which commitments to import may be made. He stated
also that the requirements of Defence would have priority
in this total”.
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3.142. In evidence the representative of the Ministry of Com--
merce has also stated, “Apparently the decision which was made
was that so far as the import of wool was concerned, it was for
"keeping the industry occupied whether they kept themselves occu-
pied for defence or for civilian orders”.

|

3.143. In the material supplied to the Committee there was a.
copy of a secraphone message from the Ministry of Commerce to
the Textile Commissioner dated 6.9.1965 which read, “Contact Indian.
Woollen Mills Federation and ask them to make arrangements to.
import-Rs. 2 crores worth of raw wool.” Ag far as possible all the
qualities to be imported should be such as may bé useful for Defence.
requirements. The Ch.ef Controller of Imports and  Exports in--
structed Joint Chief of Imports & Exports, Bombay to issue licences.
as per your instructions”. In the course of evidence, however, the
representative of the Ministry of Defence stated that there was.
nothing unusual about the placing of Defence orders in this year
also. He added, “This was as usual. No special indent was placed.
on consequence of conflict with Pakistan”.

3.144. The Committee desired a clarification in this respect from.
the representative of Ministry of Finance. The Ministry of Finance
in a written, note furnished to the Commxttee subsequently has
stated as follows:—

“From the files of the Department of Economic Affairs, the posi-
tion seems to have been as follows:—

(i) On August 2, 1965, the Secretary, Ministry of Industry and.
Supply, Deptt. of Supply and Technical Development,
wrote to the Commerce Secretary mentioning that they
received large demands for woollen clothing, including
hosiery items, from the Defence Services. These required.
imported wool tops etc. He stated that foreign exchange
equivalent to Rs. 1.8 crores approximately was required.
for the Defence demand for woollen garments and also.
gave a detailed list. The suggestion made to the Com-
merce Secretary was that appropriate amounts should be
earmarked from the ceiling placed at the disposal of the
Commerce Ministry in terms of the decision taken at a.
meeting held on 19-2-1965.

(ii) It was later clarified by the Commerce Ministry that no-
allocation of foreign exchange had been made by the
Department of Economic Affairs for the year 1965-66 for
the import of wool. The Commerce Ministry thereafter
pointed out that they would not be able to process the-
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procurement of woollen material and hosiery itemg re-
quired by the Defence Services unlegs the Department of
Economic Affairs were persuaded to give an ad hoc
allocation in favour of the Commerce Ministry.

(iii) The question was discussed at a mzeting convened by the
Cabinet Secretary on 2-9-1965 when the Sécretary (Depart-
ment of Economic Affairs), Secretary (Commerce) and
the Secretary to the Prime Minister were present. The
allocations for the import of raw wool are made on the
basis of October to September because Australian wool
comes on to the market in the months of September/
October and purchases have to be completed then in order

“to get the best prices. The Commerce Ministry had been
urging the Department of Economic Affairs to make an
early allocation for the import of raw wool since they
would have to enter the Australian market in the next
few weeks. Also, normal allocations ran to Rs. 8.9 crores
for raw wool purchases but it had been reduced and in
1964-65 the annual allocation was about Rs. 5 crores. Also,
orders had been received from the Defence services there
were likely to be further orders from the Security Forces.
It was, therefore, agreed that commitments may be made
by Indian Woollen Mills to the extent of Rs. 2 crores, which
would go towards meeting a greater part of their require-
ments. This decision was approved by the Finance Minis-
ter. Accordingly, an order was issued allocating an addi-
tional amount of Rs. 2 crores against free resources to the
Commerce Ministry for the import of raw wool, wool tops,
ete. The urgent defence requirements estimated at Rs. 1.8
crores for the import of these items were to be met out of
the above mentioned allocation, and this was also speci-
fically stated in the allocation order. The Economic Ad-
viser, Shri Marathe in his O.M. No. 11(1)-FE/65 dated
18-1-1966 relating to foreign exchange allocation for com-
mercial imports specifically referred to the allocationg of
Rs. 2 crores for import of wool during the period October,
1965 to September, 1966; this order specifically mentions
that this provision was also to cover the urgent defence
requirements of Rs. 1.8 crores”.

3.145. The papers furnished to the Committee show that the Min-
istry of Defence also requested the Ministry of Commer.ce to ensure
that necessary foreign exchange out of the above mentloned.alloca-
tion of Rs. 2 crores was made available for meeting the indents
placed by them on the D.G.S. & D. for woollen materials. Different
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figures of Defence requirements, however, have been indicated in
the different communications on the subject. A letter written by
the Secreary, Ministry of Industry and Supply (Department of
Supply and Technical Development) to the Secretary, Ministry of
Commerce, on the 2nd August, 1965, indicates that the Department
of Supply had calculated the foreign exchange requirements for

Defence needs at Rs. 1,79,91,659/- and had also enclosed a detailed
break up of this requirement.

3.148. The Ministry of Finance (Department of Economic Affairs)
have informed the Committee that the decision to release Rs. 2 crores
of foreign exchange to the woollen industry, was approved by the
Finance Minister and the Ministry of Commerce were informed
about the same on the 14th September, 1965.

3.147. In communicating their approval, the Ministry of Finance
had specifically laid down that “The urgent Defence requirements ot

Rs. 1.80 crores for import of wool tops etc., should be met out of the
allocation of Rs. 2 crores”.

3.148. The above mentioned assessment of the foreign exchange for
Defence needs was subsequently reduced to 1.03 crores as will be

seen from the following notes recorded on the Ministry of Commerce
file on the subject: —

“Extracts from Ministry of Commerce file No. 18/9/TEX(E)/63
on the subject of ‘Raw Material Allocation for Woollen
Industry 1965-66'.

Additional Secretary had a preliminary meeting today with
Shri Bansod, Joint Secretary, Department of Supply and
Shri A. D. Rao, Director of Supplies (Textiles) in the DG
(S&D)’s office, in order to get an idea of the Defence re-
quirements, both quantitatively and qualitatively, of the
woollen items that would require to be made from import-
ed raw wool or wool tops. The discussion was held in the
context of the two D.O. letters that had been addressed to
Secretary (Commerce) by Secretary (Supply) placing the
foreign exchange quantum for raw wool, first at Rs. 1.7
crores and subsequently at Rs. 0.82 crores. (Copies of
these two letters will be added to this file as soon as they
are’ made available). Shri A. D. Rao and Shri Bansod
stated that to the latest figure of Rs. 82 lakhs given by
Secretary (Supply), an additional Rs. 20 lakhg foreign ex-
change would also have to be added in respect of certain
indents which had been received by them subsequently.

266 (aif) LS—9.
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2. Shri A. D. Rao promised to forward to us in the course of
the day a detailed statement giving the analysis, both
quantitative and qualitative, of the foreign exchange re-
quirements of raw -wool for Defence needs. This state-
ment could then be shown to C.M. and adopted by us as
the basis of discussion for the Secretaries’ meeting to be
held tomorrow afternoon. Immediately after the require-
ments are finalised, they could be forwarded to TXC for
urgent implementation against the Rs. 2 crores worth of
imported wool just licenced.

Sd/- A. V. Venkateswaran,
8-9-1965.

The statement forwarded by Shri A. D. Rao showed the total
cost of the wool required as Rs. 1,0684565. He has
since telephoned to say that the figure of Rs. 24,05,775
shown against item No. 10 of the statement (scarves,
woollen) was incorrect and that the correct figure was
Rs. 43,500; and that the total for all items was Rs. 83,21,000.
He has sent a revised statement which is placed at flag ‘S’.
Shri T. Swaminathan has rung up to request that over
and above the Rs. 83,22290 for the items shown in the
statement, another Rs. 20 lakhs might possibly be need-
ed by Defence, and may be reserved for them. I have
informed him that we shall arrange that for this Rs. 20
lakhs also the Indian Woollen Mills Federation will pur-
chase wool of the grades required by Defence (i.e., 56s,
58s, 64s and 70s) and that this wool will not be utilised
for any purpose without obtaining the Textile Commis-
sioner’'s prior permission.

‘2, The total of Rs. 83:21 lakhs referred to ‘A’ above includes
Rs. 1681 lakhs for Nylon Tops and Rs. 135 lakhs for

Flex.

3. The amount of foreign exchange needed for wool of the
grades required by Defence is, therefore, Rs. 65:05 lakhs
plus Rs. 20 lakhs, ie., 85-05 lakhs. The Addl. Textile
Commissioner will be asked to arrange that wool of
grades 56, 58, 64, and 70 of this value Is imported by the

" Indian Woollen Mills Federation out of the Rs. 200
lakhs placed at their disposal, the quantities of the
various grades being in the same proportion as in the
statement furnished by Shri A. D. Rao.
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- .-~ 4.'The amount of foreign exchange available for wool re-

o~ quired for civilian consumption will then be Rs. 96.79

lakhs (i.e. Rs. 200 lakhs minus Rs. 85:05 lakhs for wool

for Defence requirements minus Rs. 16:81 lakhs for

nylon for Defence requirements minus Rs. 1.35 lakhs for

flax for Defence requirements). Out of this Rs. 96.79

lakhs, Rs. 5 lakhs may be earmarked for wool of grades

below 56 for the hairbelting and machine-cloth indus-

"+ try. The remaining Rs. 91:79 lakhs may be utilised. for

purchasing wool for civilian consumption. The distribu-

tion as between worsted, shoddy and woollen in the

' 1964-68 wool year was, I am told by JS(AVV), roughly

in the ratio of 35 : 7: 5. The purchases this year cut of

the available Rs. 91.79 lakhs may be made in the same
proportion.

5. The cost of wool for Defence purposes (Rs. 85:05 lakhs)
has been worked out on the basis of import of wool tops.
v If raw wool is imported as such and the combing is done
in 1lndia, there is likely to be a substantial saving in
foreign exchange expenditure. It is, therefore, propos-
ed that raw wool should be imported and then combed
in the country. Shri A. D. Rao has informally consult-
ed the DOS and DGOF officers concerned (i.e., Col.
Khurana and Shri Sriram) and it has been ascertained
thut the delay of two months or so involved in getting
the wool combed is acceptable to the Defence authori-
ties in view of the saving in foreign exchange that will
be secured. The foreign exchange saving will be utilis-

ed for importing wool for civilian consumption.

6. CM. may kindly approve of action being taken:on the
lines indicated in the paragraphs above.

'Sd./-
10-9-1965.

Secretary

Out of the Rs. 91.79 lakhs for wool for civilian consumption, the
larger yardage would be available out of shoddy which
is a cheap material. TXC is having talks his afternoon
with the Wool Textile Industry and will ro doubt report
to us what agreed conclusions they reach. We may be
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guided by them rather than adhbere to the old propor-
tions as more suitable when import availability for
civilian consumption was larger.
Sd./-
10-9-1968.
CM.

5d./-
10/9.

3.149. The Ministry of Commerce arranged for the issue of a
licence for Rs. 2 crores in the name of the Indian Woollen Mills
Yederation and the conditions of the licence were communicated
‘:y the Deputy Director (Wool) in the Office of the Textile Com-
missioner to the Joint Secretary, Ministry of Commerce in his D.O.
letter dated 23rd September, 1965, reproduced below:—

‘ GOVERNMENT OF INDIA
MINISTRY OF COMMERCE
Office of the Textile Commissioner.
D.O. No. 4/2-65-66/Wool/6397

Post Bag No. 10004,
Bombay, 23rd September, 1965.

Dear Shri Venkateswaran,

Kindly refer to your D.O. No. S/357-JS (AVV)/65 dated 14th
September, 1965 to Shri Fernandes regarding the import
of Rs. 2 crores worth of raw wool.

f have already reported to you vide my letter No. 4/2/65-68/
wool/6847 dated 21st September, 1965 about the action
taken by us in regard to the issue of this licence.

The licence to the Federation has been issued subject to the
following conditions:

1. The licence will not be valid for import of raw wool below
56s quality;

£. Only such qualities and quantities of raw materials under
this licence will be imported as may be directed by the
Textile Commissioner from time to time.

3. The raw materials imported under this licence will be
gold and distributed to actual users in the woollen in-
dustry in accordance with the directions issued by the
Textile Commissioner from time to time.
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4. The raw materials imported under this licence sn8 df%-
tributed to the various units will be utilised entirély
for the purposes indicated by the Textile Commissione#
from time to time.

8 A complete account of the utilisation of the licence and
of the imported raw materials would be furnished to
the Textile Commissioner as and when required by him,

In the context of the above conditions it is not considered
necessary that the specific endorsement be made on the
licence for the quantities required for defence. We
have already informed the Indian Woollen Mills Federa-
tion about the defence requirements and they are
arranging for import of the same.

As regards nylon and flax required by defence authoritiés,
we have already informed the Indian Woollen Mills
Federation to arrange import of the same under this
licence. We have also informed Indian Woollen Milly
Federation to arrange import 'of Rs. 10 lakhs worth of
raw materials required for the hair belting industry.
This quality will be below 56s. However, it may be noted
that the import of this would have to be in the form of
wool tops as the indigenous combing units are not pre-
sent in a position to comb raw wool of the quality re-
quired for the manufacture of hair belting yarn.

The Jt. Chief Controller of Imports and Exports, Bombay 1s
being requested to make the necessary endorsements in
the licence regarding import of nylon, flax and wool ‘tope
for hair belting yarn.

With kind regards. N |

Yours sincerely,
Sd./- R. G, ZALANI.

Shri A. V. Venkateswaran,

Jt. Secretary to the Govt. of India,
Ministry of Commerce,

New Delhi.

Quantities imported: T ——y
3.150. The Ministry of Commerce has also stated in a written

note “4n addition to Rs. 2 crores, Rs. 12 lakhs which was the sav-
Ings from the previous years were added and the Federation made
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imports for a total value of ‘Rs. 212-01 lakhs. Details of imports
and the average CIF value per pound are indicated: —

<.

Break-up of Actual Imports
«...Under Rs. 2:12 Grore Licanze duriny 1355-55 (Pakistan Aggression)

- Actual Import
« Items
- Quantity  Value
. in C.IL.E.
< lakh 1bs. (Rs. in
lakhs)
568 Wool top . . . 0'90 425
$8s Greasy . . . . 10°84  49-2r
648 Wool tops . . . . . 073 473
64s Greasy . . . . . 12°00 §8-25
648 Carding . . . . 1°03 4°44
708 Wool tops 067 4°45
708 Greasy 1°49 7°16
Hair belting . 2-18 908
Nylon Fibre/tow . . . . . . 480 16'73
NWoils carbonised for felts . . . . . 013 065
yos broken tops . . . . . . 0'12 0:72
48s Carding Wool (Machinery cloth) . . Imported
o directly
by the
mills
1 "(Separate mill-wise figures not reddily available).
Special Allocations
Binny (Shirting Angola) . . . . . Imported 18:16
: directly
' i by the
- mills
Rags & Shoddy . . . . . . Do. 27:90
Khadi Commission . . . . . . Do. 2°43
Raw Flax . . . . . . . . Deo. . 1°35
Common Wealth Trust . . . . . Deo. 045
ToTAL . . . 21201

' Allocations made
" 8.151. The Committee desired to be furnished with a detailed note
glving the quantities of wool of different types and their value found
surplus to defence requirements out of the imports made under the
third ad-hoc licence issued in 1965. The Committee further desired
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that the note may also indicate the method of its distribution to the
industry for civil consumption and the quantities allotted to various
mills. 3

: \
. 3.152. The Ministry of Commerce has stated in a written reply,
“Out of the licence of Rs. 2:12 crores granted to the Indian Woollen
Mills’ "ederation for the import of raw materials during the wool
licensing year October 1965—September, 1866 only a portion {.e.
Rs. 103 lakhs was meant for defence production. No releases out of
this have been made for civilian consumption.”

3.153. It was however, brought to the notice of the Committee by
the Indian Woollen Mills Federation that although the third ad hoc
licence was issued in September, 1965, a good part of the raw
material imported thereunder was still lying in stock incurring
heavy cost on storage, interest and insurance, which amounted to
nearly Rs. 90,000 a month.

3.154. When the Committee wanted to know the actual position
regarding allocation and release of imports made during 1965-66 and
1966-67, the representative of the Ministry of Commerce has stated
in evidence, “The actual position is that the yarn made out of 1965-
66 wool has not been delivered to the consumers. This was imported
somewhere during 1966”. It has been added, “In 1965-66 very small
licence was issued for wool. It was only about Rs. 2 crores because
it coincided with Pakistan’s emergency. Out of this it was only
Rs. 45 lakhs or so for civilian consumption under the yarn Distribu-
tion Schemes which was earmarked in 1965-66. In regard to this
yarn we issued the permits from March, 1967 and no delivery has
taken place against those permits”. As regards 1966-67, it has beem
stated, “Since they had defaulted already in the earlier allocation,
we felt that we should do costing for the purpose of price fixation.
That report was received in September, 1967. In the meantime we
started considering the revision of policy and this point was not
pursued at that stage. We are now taking it up for further considera-
tion and we are now having (a) the penal cut clause is the import
licence granted for the period October, 1966—September, 1987, and
(b) it is canalised through the State Trading Corporation. We are
taking into account defaults for purposes of issuing further licences
and allocations.”

3.155. The representative of the Ministry of Commerce has further
stated in evidence (in October, 1968) that the total stocks still held
by the Indian Woollen Mills Federation to whom the licence was
granted and who imported the wool are valued at about Rs. 20 lakhs.
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With the addition of certain clearing and other charges, it comes to
about Rs. 24,74,000. The book value is Rs. 34:75 lakhs and the
carrying charges (upto 1st October, 1968) come to about Rs. 10 lakhs.
According to the information of Government these charges come to
Rs. 41,000 a month and not Rs. 90,000.

3.156. In reply to a question it has been stated by the representa-
tive of the Ministry “The actual quantity and the original value are
given by the Federation..... the stocks are with the Federation...
80, we have to depend on the Federation. ...our figures are based
on what we have been reported by the Federation.” It has been
added: “The Federation being the agency under this whole arrange-
ment, it makes a report from time to time and releases are made
against the orders placed by the Defence Ministry.”

3.157. Subsequently, in a written note furnished to the Committee
the position regarding unallocated stocks out of the imports made
under this licence as on 31st December, 1968 was shown to be as

follows: . |
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3.158. In the course of evidence the Committee wanted to know
the reasons for the delay in the distribution of wool imported in
1965-66 and also in 1966-67. The representative of the Ministry of
Commerce has stated in evidence, “The real question is the wool
came some time in 1966 and we tried to distribute it to certain
people. Then they took us to court. There has been a series of liti-
gations going on in different courts............... .o, So
the Textile Commissioner has not so far been able to allocate to
people, not because he did not try to, but bectuse he was prevented
by court’s orders on the plea of different parties, different claimants
to the wool. ............ Ultimately when the distribution takes
place, it will be the final responsibility of those who will probably
make a claim on the Federation and the Federation will have to
adjust and come to a negotiated settlement”. It has been added
that, “The allocation orders have been issued by the Textile Com-
wmissioner. ... The Federation says that these orders are illegal and
they have gone to.the Court. They have persuaded the court to
issue an injunction...on the ground that until the points raised
by the Federation are decided, we should not take any steps’.
It has been further explained that no permits have been issued
by the Textile Commissioner because the question of price has
been examined, the Cost Accountant has gone into it and the
matter is under consideration. The representative of the Ministry,
however, expressed the apprehension that, ‘‘The prices have not
been fixed, distribution orders have not been issued and as far
as can be judged, the yarn must have been produced, the yarn
must have been woven into jerseys and sold.”

3.159. Subsequently in a written note furnished to the Commit-
tee, the Ministry of Commerce have stated that “There is no dis-
pute with the Federation about the release price of wool imported
by them against the third ad hoc licence issued in 1965. There was
however, some dispute in regard to the prices at which nylon tow|
tops should be released against D.G.S.&D. contracts. This dispute
arose subsequent on the reported deterioration of some quotations
of hair-belting tops held in stock by the Federation.”

3.160. In order to have a clear idea as regards the actual imports,
their allocation and release against orders placed with the D.G.S.&D.
by the Defence authorities, the Committee desired to be furnished
with a statement showing the position under the third ad hoc licence
regarding the actual imports, allocations and releases of wool im-
ported in 1965-66 and 1966-67. In reply the Ministry of Commerce
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have only furnished the following figures of issue price of thg.alloca-

tions as copied from the registers of the Indian Woollen Mﬂls
Federation:—

Allocations as collected from the Federation

Quantity Value (In lakhs Rs).
64s tops and carding . . . . . . . 64-22
64s Greasy . . . . . 30°0§
770s tops ( mcludmg broken tops) . . . . . 1I-20
70s Greasy . . . . . . . 683
§6s tops . . . . . . . . . 9+60
58s Greasy . . . . . . . . $8-69
s6s Tops . . . . . . . . . 3-83
Rags . . . . . . . 3610
Nylon ﬁbres/tows . . . . . . . 37°18
Noils carbonised for felt . . . . . 2+32
48s Carding wool (machinery cloth) . . . . o0-'88
ToTAL . . Rs. 260-90 in lakes
Value of cancelled quota Rs. 28:52  -Do-

Rs. 232:38 -Do-

3.161. The Ministry of Commerce have explained that “It was
observed that the allocations are in the preparation stage and are
not yet finally entered in the register. They are yet to be finalised
as stated by the Federation.

However, the entire allocations so far compiled have been copied
and forwarded. The summary of the entire allocations after sepa-
rating item-wise is given. Since the value after compilation shows
more than the licence value, the Federation clarified that there are
some cancellations etc. which are yet to be scrutinised and indicat-
ed shortly. But this would take some time. Quantities in lbs. in
all cases being not available, are not shown.”

3.162. It has also been stated by the Ministry, “The allocations
which are in terms of value include the C.LF. cost of the materials
plus customs duty, and countervailing duty wherever leviable plus
service charges etc. In other words, the allecations are in terms
of the issue price charged by the Federation and they are not on
the basis of C.LF. price, hence—the difference between the value
of good imported and the value of allocations.”
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83. From the detailed information furnished and the evidence

B
givn before them with regard to third ad hoc licence, the Com-
mittee note the following points:—

@)

(&)

®

)

The Ministry of Defence had not placed any special in-
dent with the D.G.S.&D. following the outbreak of hostili-
ties with Pakistan, but the usual annual one. However,
the Department of Supply and Technical Development
on 2nd August, 1965, had asked for foreign exchange equi-
valent to Rs. 1.80 crores for meeting the Defence demands
for woollen garments. On this basis the approval of the
Department of Economic Affairs, Ministry of Finance was
issued on 14th September, 1965.

In the meanwhile because of the then Prime Minister's
minute recorded on 1st September, 1965, it was decided
that an allocation of Rs. 2 crores worth of foreign ex-
change may be released for keeping the woollen industry
occupied for Defence and|or civilian orders. The amount
of foreign exchange needed for Defence requirements was
also reduced subsequently,

Despite these facts the Office of the Textile Commissioner
did not consider it necegsary “that the specific endorse-
ment be made on the licence for the quantities required
for Defence”, because the raw material to be imported
was to be released in accordance with directions to be
issued by the Textile Commissionecr.

Neither the Ministry of Commerce nor the Textile Com-
missioner’s organisation has furnished any information
as to the actual quantities allocated by the Textile Com-
missioner (against Defence orders andor civilian alloca-
tions). Even the information about releases made by the
Federation has been furnished in terms of value only.
No break up of allocations between Defence and civilian
purposes has been shown either in the case of releases
made or in the case of stocks held by the Federation.

(5) The Government seem to depend entirely on the statis-

tics furnished by the Federation and these statistics re-
garding allocations have been observed by the Ministry
to be even now in the preparation stage and not yet final-
1y entered in the register.
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In these circumstances the Committee fail to understand how
any check whatsoever in this matter can be exercised by Govern-
ment and how it can be ensured that the imports made, especially
those to meet Defence requirements, have actually been utilised
for the purpose of meeting Defence requirements. This matter
needs a thorough investigation.

3.164. The Committee also find from the statement of the undistri-
buted stock as obtained from the Federation, as on 31st December,
1968, that the undistributed stock having a basic value of Rs. 21
lakhs has already been loaded with carryover charges amounting to
Rs. 17,21,000 which comes to 82 per cent of the basic value. Since
the Committee have not been furnished with the details regarding
actual imports and relesses of wool against the imports in 1965-66
and 1966-67 but only the issue prices, they are not in a position to
find out to what extent the distribution that has already been made
was with a loaded price and, if so, whether this was justified.

However, from the statistics of the C.LF. value of imports of
various items it appears that as against the C.LF. value of imports
of Rs. 212.01 lakhs, the total sale price of releases so far made by
the| [Federation is Rs. 232.38 lakhs and to this has to be added the
present day value of stock held by the Federation which comes to
Rs. 38.21 lakhs, thus making a total of Rs. 270.59 lakhs, The Com-
mittee desire that Government should investigate and find out if
there has been any undue profit in this transaction.

3.165. The Committee feel that the loading of price of wool has
10 some extent occurred owing to the delay in the allocation of the
items, by the Textile Commissioner. The Committee desire that
this aspect of the matter also may be looked into thoroughly and
the existing stock distributed without any further delay.

Hair Belting Tops|Kabir Woollen Mills

3.166. The wool imported under the third ad hoc licence issued
to the Indian Woollen Mills Federation in 1965-66 included hair
delting tops worth Rs. 9.79 lakhs. In connection with the allocation
of these hair belting tops to the industry, it was brought to the
notice of the Committee that an allocation of Rs. 450 lakhs worth
of tops made by the Textile Commissioner in favour of M|s. Kabir
Woollen Mills, Ludhiana, was quashed by Mr. Justice Tulzapurkar
of the Bombay High Court and declared as ‘arbitrary and unreason-
able and perverse’ in the following terms:—

“When the documents before him clearly told the Textile
Commissioner that the yarn produced by Respondent
No. 6 (M|s. Kabir Woollen Mills) was not at all satisfac-
tory and not acceptable to the Association (Indigenous
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Belting Industries Association) or its members, even then
to say that the yarn produced by Respondent No. 6 was
satisfactory would, in my view, amount to a perverse

decision, which no reasonable person or authority could
come to.

* - *

It seems to me clear that while exercising the discretion
which have been vested in him if the Textile Commis-
sioner has come to a decision albeit after taking into ac-
count all permissible matters a decision which no reason-
able person or authority could come to on the material
before it, then the decision of the Textile Commissioner
is' likely to be interfered with. In my view as stated
earlier the decision of the Textile Commissioner of mak-
ing bulk allocation of Rs. 4,50,000 worth of hair belting
tops to Respondent No. 6 (M|s. Kabir Woollen Mijlls) on
the basis that Respondent No. 6 had the capacity to pro-
duce and had in fact produced hair belting yarn which
was of the desired quality and specifications acceptable
to the Association (Indigenous Belting Industries Asso-
ciation, Calcutta) and the members of the Association
will have to be regarded as arbitrary and unreasonable
and perverse, and if that is so, that order is liable to be
quashed or set aside.

* . ] *

In the circumstances I quash or set aside the decision of the .
Textile Commissioner of allocating Rs. 4,50,000 worth of
hair belting tops to Respondent No. 6 * * *. The
Textile Commissioner is further directed to proceed with
the allocation of hair belting tops of the value of
Rs. 4,50,000 and Rs. 79,000 afresh in accordance with law
and while making the allocation to consider the applica-
tion of the present petitioners as well as those of the
four other petitioners before me and of such other actual
users who might apply to him, and proceed to make
allocation after satisfying himself about their capacity to
produce hair belting yarn of the desired quality and

~ specifications.”

(Judgmient of the Bombay High Court in Miscellaneous peti-
tion No. 384 of 1966, delivered by the Hon'ble Mr. Justice
Tulzapurkar on the 22nd day of June, 1967).

. 3.161. The Committeee were informed that in spite of the above
order of the High Court, the reallocation of the hair belting tops in
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question to" all actual users has not yet been done by the Govern-
ment. Further, despite this pronouncement of the High Court, Ms.

Kabir Woollen Mills were given essentiality certificate in 1966-67
to import further hair belting tops.

3.168. The representative of the Ministry of Commerce has stated
in evidence that the yarn made from hair belting tops is uesd for
the manufacture of conveyor belting for machinery. In the past
(upto 1963-64), only M/s. Jayshree Textiles, Rishra used to be given
hair belting tops as they were the only established users. The Tex-
tile Commissioner’s organisation was keen on breaking this mono-
poly and in 1964-65 Kabir Woollen Mills, Ludhiana, who was the
second major producer also got allotments of hair belting tops.
Some allocations were also made to a number of other people for
experimental purposes.

3.169. In a written note furnished to the Committee, the Ministry
of Commerce have explained that the Indian Woollen mills Federa-
tion was granted an A.UJ. import licence during the year October
1965-September 1966 for a value of Rs. 2 crores. Out of this akout
Rs. 103 lakhs were required for defence purposes. The balance was
distributed for civilian purposes. There has been no problem re-
garding the distribution of raw material for civilian requirements
except in regard to Rs. 9:79 lakhs worth of wool tops for hair belt-
ing.

3.170. M/s. Kabir Woollen Mills, Ludhiana, who is not a member
of the IWMF, filed a writ petition in the High Court of Punjab,
Chandigarh in December 1965 praying for the issue of a direction
quashing the grant by the J.C.C.I, Bombay, of the said licence to:
the IWMF and in alternative for the allocation of the share of the
said mill from the licence granted to the IWMF. In this writ petition
the mills further prayed that the IWMF be restrained from import-
ing the goods under the licence granted to them. They had also
prayed for an order in regard to the charge of 10 per cent and 24
per cent of the foreign exchange value of the raw material by the
IWMF for their export promotion fund and the Wool Research Or-
ganisation respectively. The Hon. Mr. Justice Narulla of the Punjab
High Court passed an interim order declining grant of interim re-
lief to the said Kabir Woollen Mills. The Hon. Mr. Justice Narulla,
however, suspended the imposition of the said two levies by the
IWMF. He also directed that the pro-rata share of M/s. Kabir
Woollen Mills as actual users of raw wool and wool tops for the year
1965-66, be released to them by the IWMF without insisting on the
charge of the above 23 per cent and 10 per cent levy. The above
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order was to be operative only if and when any part of the above
mentioned import quota of Taw wool or woo] tops for 1965-66 ‘wai
released for civilian production. The said Kabir Mills filed anothes
writ petition in the Punjab High Court alleging contempt of court
on the part of the Textile Commissioner in not issuing to them allo-
cation for wool tops es directed by the court. Meanwhile an alloca-
tion of Rs. 4:5 lakhs each worth of raw material was made to two
firms viz. M/s. Jayashree Textile Mills and M/s. Kabir Woollen
Mills, Ludhiana on 13th July, 1966 out of the wool tops for the pro-
duction of hair belting valued at Rs. 9:7 lakhs imported by the
IWMF. There were ten applicants for the allocation of these tops
but allocations were made to these two in the first instance, in view
of the fact that the two mills had received similar allocations in
-earlier years and the hair belting industry was in urgent need of
yarn. This decision was taken with the approval of the Commerce
Minister and the copies of the recommendations of the Textile Com-
missioner and of the relevant notes are at Appendix XXI. Before
the tops were actually released, some mills who were members of
the IWMF, filed writ petitions in the Bombay High Court against
the said allocation of Rs. 4:5 lakhs worth of hair-belting tops to
the said Kabir Woollen Mills: The said allocation was quashed by
the Hon. Mr. Justice Tulzapurkar of Bombay High Court by his
‘Order, dated 22nd June, 1967. The Kabir Woollen Mills have gone
in appeal against this decision and the appeal is still pending.

3.171. The question of re-allocation of the hair belting tops which
'had originally been allocated to Kabir Woollen Mills and subse-
quently set aside by the Bombay High Court was examined in con-
sultation with the Ministry of Law in Bombay. The original Writ
Petition and the Contempt of Court Petition of the Kabir Woollen
Mills, referred to earlier, were still pending in the Punjab High
Court when the Bombay High Court set aside in June, 1887 the allo-
cation of hair belting tops made to the mills in June, 1866. The
Ministry nf Law in Bombay was of the view that as the two Peti-
tions in the Punjab High Court were still pending, it would be advis-
able, as a measure of abundant caution, before taking action in com-
pliance with the Bombay High Court’s direction for re-allocation of
the hair belting tops, to move the Punjab High Court for necessary
‘modification of their interim order passed in December, 1965 in the
light of the orders passed by a Single Judge of the Bombay High
‘Court on the Writ Petitions filed by some mills challenging the
allocation to Kabir Woollen Mills. It was only on the 8th May,
1968, that the two Petitions filed by M/s. Kabir Woollen Mills in the
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Pgnjab High Court were dismissed with the consent of the petition-
‘rs as they did not press the petitions.

3.172. In a circular letter dated 25-6-1968 to all the worsted/spin-
ning mills the Textile Commissioner informed them that a certain
quantity of hair belting tops was available for allocation. The allo-
<ation would be made to mills subject to the condition that the value
©of the tops allocated would be set off against future allocation. No
aill except Kabir Woollen Mills was agreeable to such a condition.
A summary of the replies received from various mills is given below.

Sl Name of the Mills Quantity/value Whether the Mills
“No. of hair belting agreed to accept the
tops wanting condition regarding re
to lift duction in A/U alloca-
tion—Affirmative/
Negative

-y

M/s. Shree ngvuaya Wool—

len Mills . Nil. No reply to this point.
2 M/s. Jayshree Textile and
Industries Ltd. ) . Not mentioned No reply to this point.
3. M/s. Oswal Spg. and Wvg.
Mills Ltd. . . . Rs. 5,000/~ No reply to this point.
.4. Shri Dinesh Mills Ltd. . 10,000 lbs. No.
-§.  The Raymond Woollen Mills 5,000 1bs. No.
6. Bombay Woollen Mills . 5,000 Kgs. No.
-7.  Commonwealth Spg. and
Knitting Mills . . Rs. 3,28,000/- No reply to this point.
‘8. The Bombay Fine Worsted .
Manufacturers . . Not mentioned No reply to this point.
0. New Era Hindustan Woollen
Mills . . . . Rs. 2,50,000/- No reply to this point.
wo. International Woollen Mills 25,000 1bs. No.
11. Model Woollen Mills . 25,000 Kgs. No.
t2. Kabir Woollen Mills . Entire lot va- Yes.
lued at Rs.
5,29,000/-
13. Oriental Carpet Mfrs. . Entire lot No.

266 (aii) LS—10.
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3.173. The question of allocation of heir beltifig tops valued at:
Rs. 5'29 lakhs including the tops originally allocated to Kabir Wool--
len Mills which was subsequently cancelled by the Bombay High
Court which was still in stock with the Federation was further exa-
mined in consultation with those mills which had filed the Writ
Petitions in the Bombay .High Court. It has since been proposed
with the consent of these mills that the hair belting tops in stock.
with the Federation may be allocated to such authorised worsted
spinning mills who quoted the highest price for the wool tops sub-
ject to a minimum price guarantee. The matter is under examina-
tion.

3.174, As the appeal of M/s. Kabir Woollen Mills against the de-
cision of Mr. Justice Tulzapurkar is still pending before the Bombay
High Court, the Committee would not like to make any comments-
in regard to the allocations of hair belting tops made by the Textile-
Commissioner, at this stage. The Committee would, however, sug-
gest that as soon as the matter is finally decided by the Courts of
Law, expeditious action should be taken by the Textile Commission-
er to allocate the hair belting tops which have been lying in stock
for about three years obviously involving storage and other charges.
The Committee would also suggest that the judgments of the Courts:
of Law in this regard should be carefully examined in the Ministry
of Commerce and suitable remedial/disciplinary action taken to deal
with procedural defects/administrative lapses that might come to-
notice.

Deterioration of hair-belting tops

3.175. It has also been brought to the notice of the Committee:
that the delay in the allocation of the hair belting tops imported in
1965-66 has caused deterioration of stocks. The Ministry of Com-
merce have stated in a written note that a Textile Committee had
inspected the stocks and, as per the report of the Textile Committee,
the extent of deterioration was 18.5 per cent in the part of the con-
signment inspected. On the presumption that 18.5 per cent deterio-
ration is spread over to the entire consignment of hair belting i
stock then the value of the same would work out to about Rs. one
lakh. However, this assessment of loss would be correct only if
there is complete deterioration of quality. According to the test
report the deterioration is only in respect of a few attributes of the
wool such as colour and PH value. Therefore, the loss is likely to:
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be less. As already mentioned, the petitioner mills as also {
LW.MF. have suggested a basis of allocation by which it is expected
that neither the Indian Woollen Mills Federation nor the Govern-
ment would suffer any loss in the distribution of this wool.

3.176. The Committee cannot over-emphasise the necessity of an
early decision in regard to distribution of the stock so as to avoid
further deterioration and consequent loss of Foreign exchange
investtd on its import.

Allocations in 1966-67

3.177. As regards further allocations to Kabir Woollen Mills in
1966-67, the Ministry of Commerce have stated in a written note
that while litigation was going on in the Bombay and Punjab High
Courts in regard to allocations out of the imports made in 1965-66,
the hair belting manufacturers were not getting any raw materials.
A deputation of the indigenous hair belting manufacturers associa-
tion met the Special Secretary in the Ministry of Commerce on 28th
November, 1967. The deputationists complained that they had not
got any allocation of hair belting yarn since October 1965 and that
the allotment intended for them had been frozen and they had not
been given any allotment either for 1965-66 or 1966-67. The Asso-
ciation pleaded that this had paralysed the industry and had affect-
ed the supplies to various machinery manufacturers and other essen-
tial production agencies. The Ministry of Commerce requested the
Textile Commissioner to move the High Court for either vacation
of the injection or at least permission for the release of about 75
per cent of the materials so that the hair belting industry was pro-
vided with sufficient raw materials. It was also suggested that at
least 50 per cent of the allocation might be released for production
of hair-belting yarn to the belting industry, under intimation to the
Ministry. The Law Ministry was consulted on the question whether
it would be appropriate to issue import licences to M/s. Jayashree
Textiles, Rishra, West Bengal, and M/s. Kabir Woollen Mills, Ludhi-
ana (who had been getting previously licences for import of hair
belting tops), having regard to the fact that they were co-respon-
dents in the writ petitions filed in the Bombay High Court by the
Bombay Mills. The Ministry of Law advised that the Textile Com-
missioner’s liberty to recommend actual users applications for the
period October 1966 to September 1967 would not be curtailed by
the interim injunction issued by the Bombay High Court. Alloca-
tions were accordingly made to these two mills, and the relevant
notes in the Textile Commissioner’s office are at Appendix XXII.
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) 3.178. The following six mills had applied for issue of licences for
import of hair-belting tops in 1966-67:—

Name of the Mills Value applied (Rs.)

1. Kabir Woollen Mills (Rs. so lakhs for
raw wool/wool tops/wool waste/raw
material for hair belting yarn)

Value not indicated separately.

(8]

. Jayashree Textiles (Rs. 25 lakhs for the
import of wool/wool tops and hair tops) Value not indicated separately.

3. Prabhat Woollen Mills, (Wool tops and/
or raw wool for manufacture of woollen
yarn exclusively used in the manu-
facture of hair belting) Rs. 80,000/~

4. Pearl Woollen Mills Rs. 2,00,000/-

5. New Era Hindustan Mills Rs. 10,00,000/~

The allocations made to M/s. Jayashree Textiles and M/s. Kabir
Woollen Mills covered only 50 per cent of the total allocotion for
hair belting tops and the balance was kept for distribution to other
mills after getting the Court’s decision because that would indicate
as to how far the claims of others were justified.

3.179. The Committee hope that a final allocation of the balance
of the hair belting tops will be made without delay as soon as the
question of allocation of hair belting tops for the year 1965-66 pend-
ing before the Bombay High Court is finally settled.

Australian Wool Pool

3.180. On the basis of the recommendations made by the Inter-
national Wool Secretariat, that a stock pile of wool on which manu-
facturers could draw against export orders with minimum delay
and formality should be established by Government, the Govern-
ment of India and the Australian Government, after negotiations,
signed an agreement on the 9th September, 1966 under which the
Australian Government would supply, under the Colombo Plan, a
total quantity of 4 million lbs. of merino wool (greasy weight)
valued at about Rs. 3.32 crores over a period of three years to estab-
lish a stock pile of woo!. This stock pile would be replenished from
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time to time by imports against licences or release orders surrender-
«ed to STC by exporters of woollen goods in terms of the policy for
registered exporters against exports of woollen goods. A copy of

-the drill prepared for the operation of the Revolving Pool of Raw
Wool is at Appendix XXIII,

Between November, 1966 and August 1967, a total of 17 lakhs 1bs.

of wool of greasy weight (clean weight 9 lakh labs.) of a total value
.of Rs. 93 lakhs was imported.

3.181. Out of the wool imported, a total quantity of wool valued
at about Rs. 92 lakhs has already been released to the organised and
the decentralised sectors, the first release having been arranged in
July, 1967, leaving a balance of only 12,000 lbs. of an approximate

value of Rs. 1 lakh with the State Trading Corporation. The release
of this balance is stated to be under negotiation.

3.107. 7% has becn stated in a written note submitted to the Com-
mittee that “After the agreement was signed the Australian High
Commission in India was given details of the various qualities of
wool required for the first four consignments. These qualities were
indicated by the Textile Commissioner in consultation with the Indian
Woollen Mills Federation.” Despite this position, however, the Fede-
ration and other sectors of the trade “raised objection in respect of
the quality as well as the procedure of supplies of wool from the
stock-pile and its replenishments etc. The differences were resolved
only towards the end of June, 1967 and the first release was made
in July, 1967 to Messrs Raymond Woollen Mills. Other mills and
the hosiery sector did not even then lift their allocations. Further
discussions had, therefore, to be held and special facilities given.
The facilities which have been offered to the exporters since include
(1) release on the basis of prevailing international prices, (2) ab-
sorption of the liability for payment of sales tax, (3) pavment of
10 per cent of the sale value against delivery and the balance 90 per
cent at 3 months credit at the normal rate of interest, (4) issue of
advance quotas against export orders, (5) issue of letters of authority
in respect of 50 per cent of export entitlement to manufacturers—
exporters. A panel was also formed to advise the State Trading
Corporation regarding choice of qualities and acceptable prices. As
a result of all these facilities the State Trading Corporation has been
able to dispose of the entire quantity of 1.7 million lbs. imported by
it, except 12,000 lbs. The State Trading Corporation are preparing
to import a further quantity of about 1.6 million lbs. immediately;
fmports of remaining 0.7 milli m Ibs. will be considered a little later.”
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3.183. The Committee were further informed in a written note
furnished in January, 1969 that, “The foreign exchange allocation
for import of wool during the period October, 1887—September, 1968
was Rs. 12 crores. The foreign exchange allocation for the period
October, 1968 to September, 1969 is of the order of Rs. 11 crores.
Havnig regard to the substantia] allocation, there are no grounds for
the apprehension that there will be any increase in the prices of
woollen cloth and materials in the current season. There are no
indications that the prices of woollen materials have gone up in the
market at present.”

3.184. The Commiittee regret to note that despite the fact that the
various qualities of wool required for the first four consignments
from Australia were indicated by the Textile Commissioner in con-
sultation with the Indian Woollen Mills Federation, the latter and
other sectors of the trade raised objections in respect of the quality
as well as the procedure of supplies of wool from the stock-pile and
its replenishment etc. The Committee are not aware as to why prior
agreement with the various parties concerned had not been made in
respect of all aspects before the particular quality of wool was im-
ported. This failure resulted in delay in the distribution of woel
supplied by Australia under the Colombo Plan which coyld have
been avoided.

3.185. The Committee hone that while finalising imnwort of the
further quantity of about 1.6 mil'ion lbs, proper care wou'd be taken
to come to prior agreerment with the various parties concernad so
that no diffi-n'"ta- awice in the relnage of the imnorted wool from

the stock-pile as occurred in ithe past.

3.186. In view of the establishment of the stock-pile for the revolv-
ing pool of raw wool with the imports of merino wool from Austra-
lia, the Committee hope that there will not be any resultant increase
in the prices of woollen cloth and materials and the consumers will
not have to suffer.



CHAPTER IV
IMPORT OF NYLON

4.1, The policy of Government in regard to the import of nylon
for the woollen industry has been to allow the import of nylon upto

.a certain percentage of the face value of import licences for raw
-wool.

First two ad hoc licences issued in 1962-63

4.2. At the time of assessment of requirements of woollen materials
for the Defence Services in October-November, 1962, nylon was
required mainly for hosiery items and only about 2.5 lakh lbs. of
nylon fibre/tow worth about Rs. 10 lakhs were imported as a part
-of the first ad hoc licences for Rs. 5.70 crores.

4.3. On the 21st February, 1963, the Sub-Committee of the Inter-
Departmental Co-ordination Committee (consisting of representatives
.of the Ministry of Commerce & Industry, Ministry of Defence and
Department of Supply) made a review of the quantities of the raw
materials required to meet the Defence needs of woollen articles.
‘"They assessed the requirements of nylon fibre|tops|tow at 39 lakh 1bs.
In computing this requirement, it was assumed that for the balance
quantities of blankets (not yet delivered), for which raw material
had yet to be imported, the manufacture would be on the basis of a
mixture of 45 per cent Indian Wool, 40 per cent imported shoddy
-and 15 per cent nylon (instead of 100 per cent Indian Wool). Further,
in the case of worsted and woollen items made from Indian wool,
-admixture with nylon was assumed at 10 per cent and 15 per cent
respectively.

4.4, Brigadier N. N. Chopra, the then D.R.D.(G) in the Ministry of
Defence (C.G.D.P.) represented that Ministry on the Inter-Depart-
mental Co-ordination Committee. The representative of the Minis-
try of Defence has stated in evidence that Brig. Chopra, who has
-since retired, was an Army specialist on Textiles but no document-
ary evidence is available in the Ministry of Defence to show that
‘he himself had prepared the projection of the fibre composition for
‘the forecasts of army requirements made by the M.G.O. All that
-the Ministry of Defence have been able to locate is an unsigned
‘typed sheet of paper in which the break-down of wool and nylon
‘has been made. This sheet does not bear any date and was found

135
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by the Ministry of Defence in one of the covers where the working
sheets for those meeting were kept.

45. The Committee deprecate the manner in which papers have-
been kept in the Ministry of Defence. They would suggest that.
standing instructions should be issued that whenever any officer of
a Ministry/Department attends any Inter-Departmental Committee
meetings, he should invariably record notes relating to those meet-
ings on the appropriate files of his Ministry/Department, clearly
bringing out the role played by him and the commitments, if any,
made on behalf of his Ministry*.

46. At the time of official evidence, it was not clear as to how
the change from 100 per cent wool blankets to shoddy-admixture-
blankets was brought about. The Ministry of Commerce in a sub--
sequent written note h~ve, however, stated that “The D.G.S.&D.
has confirmed that Defence specifications for blankets (produced
from study wool), jerseys and socks provided for admixture of
nylon.” That Ministry have also furnished to the Committee a copy"
of Defence specifications for blankets, the relevant portion of which
reads as follows: —

“SCOPE
1. This specification covers the requirements of the following:
types of blankets
Cat No. IKC 0096 Blankets Barrack
IKC 0008 Blankets Hospital Brown

MATERIAL
2. The blankets shall be made from

(a) 100 per cent indigenous wool of medium quality,

(b) 85—90 per cent indigenous wool of coarser quality
admixed with 10—15 per cent other fibres such as
viscose rayon or hylon,

or (c) 45 per cent indigenous virgin wool of medium quality

and 45 per cent shoddy wool admixed with minimum
10 per cent nylon.”

4.7. Originally the army had asked for blankets made of Indian
wool in which no nylon was included. At the time of review by
the Sub-Committee of the High Power Review Committee (con-
sisting of Brig. N. N. Chopra, Ministry of Defence; Shri V. Subra-
maniam, Director of Supplies DGS&D; Shri A. G. V. Subramaniam,.

*At the time of factual verification of this Report, the Ministry have intimated that
«‘generally record Notes arc maintained by repres:ntatives of this Department who
attend .nter-departmental meetings unless formal minutes are issued by the concerred
convening authority. The circumtsances under which this was not done in this parti-
cular case are no* known at this stage and migh: probably be due 10 emergency condi-
tions prevalent at that time.”
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Under Secretary, Ministry of Commerce and Industry; and
Shri R. G. Zalani, Deputy Director, Office of the Textile Commis-
sioner, Bombay), the position was that out of a total demand of 44.53
lakh blankets the total coverage had been to the extent of 23 lakh
blankets including 1.35 lakh blankets by way of imports. For the
rest, Indian Wool being in short supply, it was decided to manufac-
ture shoddy mixture blankets for which nylon was required. The

copy of the specification furnished to the Committee, however, con-.
cludes as follows:—

“Correct copy of sealed specification at this date.
Kanpur,

Dated 14th November, 1967
Sd/-
for Chief Inspector,
Chief Inspectorate of Textiles and Clothing.”™

4.8. The Committee note that the percentage of admixture of
nylon was assumed in February, 1963 while assessing the require-
ments of nylon fibre|tops|tows. But the Defence specification fur-
nished to the Committee is dated the 14th November, 1967. In the
opinion of the Committee the question whether the specifications of
blankets referred to above were actually opecrative at the time it
was decided to produce blankets out of shoddy mixed with nylon
(instead of 190 per cent Indian wool) requires investigation.

49. Out of the total requirements of 39 lakh 1bs. of nylon as
assessed by the Inter-Departmental Co-ordination Committee referred
to in para 4.3 above, a quantity of 6 lakh 1bs. was estimated as likely
to be available from the imports against commercial quotas. An-
other 6 lakh lbs. was expected to be available from the unutilised
portion of the import licences already issued to the industry for
1962-63. since according to the terms and conditions of those licences
the mills could import nylon fibre/tow/tops upto 10 per cent of the:
face value of the licences. In addition to the above availabilities,
two barter deals for the import of nylon worth Rs. 25 lakhs each
had been separately concluded, and it was expected that 14 lakh Ibs.
of nylon would be available through those deals. The dstails of the
barter deals have been discussed later.,

4.10. It would be seen from the above that against a total require-
ment of 39 lakh 1Bs. of nylon, availability of 26 lakh bs. was pre-
sumed and the remaining quantity of 13 lakh 1Bs. constituted the
outstanding import requirement under the first ad hoc licence already
issued and the second ad hoc licence to be issued.
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4.11, As against the import requirement of 13 lakh 1bs., the actual
‘imports made under the two ad hoc licences issued in 1962-63 in
favour of Federation of Woollen Manufacturers in India and All
India Woollen Mills Association were as follows: —

Quantity CIF value
imported (in Rs.)
(in lbs.)

‘Nylon Tops/Fibre under the first ad f1oc licence - 2,49,797 977,796
Nvylon Tops/Fibre under the second ad hoc licence . 16,83,125 61,66,752

ToTtaL . . 19,32,922 71,44,548

Import of Nylon under the Barter Deals

4.12. Early in 1963, M/s. Arthur Import Export Co. (later known
-as M/s. R. K. Synthetics) and M/s. Commonwealth Synthetics en-
tered into a barter deal with the State Trading Corporation for ex-
port of Manganese Ore which was a difficult item to export and on
‘which there was a loss on export. The said two firms were to ex-
port Manganese Ore valued at Rs. 25 lakhs each and in lieu allowed
to import nylon tow of equivalent value to be used in their own
plants (to be converted into nylon tops). Each of the firms also
-paid to the State Trading Corporation an amouft equal to Rs. 16'6
lakhs as compensation towards the possible loss in the export of
‘Manganese Ore over and above the C.LF. cost of imported tow.

4.13. The proposal for this barter deal was forwarded by the
Managing Director of the State Trading Corporation to the Secretary
-of the then Ministry of International Trade. The proposal was ap-
proved by the then Minister for International Trade without any
notings by any officer of the Ministry. The Managing Director’s
note dated 11th January, 1963 and the Minister’s orders thereon are

reproduced below:

“M/s. Arthur Import Export Co. have made @ proposal that
they would be able to import synthetic tow at a price of
107 pence per lb. from Japan for a total value of Rs. 50
lakhs against export of 46/48 per cent grade manganese
ore at $ 27:50 per ton f.o.b. Indian port basis. The propo-
sal envisages exports of manganese ore either to the USA,
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Japan or West European countries and the import is, how-
ever, to be arranged from Japan. The firm has, however,
pointed out that in case free foreign exchange was avail-
able, the import could have been arranged at a price of 75
pence per lb. c.if. and the present difference in price bet-
ween 107 pence and 75 pence represents the anticipated
loss by them on exports of manganese ore and an overhead
commission and margin of 6 per cent. As against our
price of $ 27-50 for manganese ore the firm has indicated
that they would be able to sell it only at $§ 22 per ton.
The Corporation had several discussions with the repre-
sentative of the firm. As the firm has, at the moment no
buyers in sight for the manganese ore it is difficult for
the Corporation to evaluate precisely the extent of loss
which the firm is likely to sustain and to concede the
minimum loading that would be necessary to make the
transaction go through over and above the naked price
at which import of synthetic tow could be arranged, had
free foreign exchange being made available. The firms
representative pointed out that it would take a minimum
period of 3 months by them to finalise sales of manganese
ore. In the absence of a firm contract for manganese ore
and settlement of prices it would be impracticable to re-
commend import at a firm price.

Tt is, however, understood from the Ministry that the require-
ment of tow is of an urgent nature and immediately im-
ports to the tune of Rs. 12°5 lakhs are to be arranged and
the balance thereafter. In view of the difficulties statexl
above in the preceding paragraph, it would be difficult to
determine the extent of loading on the import commodity
and to go forward and finalise this deal with M/s. Arthur
Import Export Co. who have given this proposal.

‘A reference had been made to the Textile Commissioner to
ascertain his views whether a naked price of 75 pence pro-
posed by the firm was in accord with the international
price and whether he would have any difficulty in releas-
ing this import to the woollen mills at @ price of 107
pence as had been proposed by the firm in their letter dat-
ed 5th January, 1963. The Textile Commissioner has in-
-dicated that in his judgment a price of 70 pence per 1b.
would be considered reasonable under the present market
conditions and the same would be released to the woollen
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Mills at a price range of 104 pence or 1Ub pence and the
mills could afford to pay even slightly higher price. In
other words, if imports are permitted under the present
arrangements there would be a difference of approximate-
ly 35 pence per lb. available between the import price and
the release price to serve as a cushion to absorb any loss
sustained on the exports of manganese ore.

As the firm at the moment, has no buyers for manganese ore,
it is proposed to process this as follows:

(a) The State Trading Corporation arranging imports
through M/s. Arthur Import Export Co. of synthetic
tow to the specifications required by the Textile Com-

missioner at a price of 70 pence, if this is acceptable to
the firm,

(b) The material impourted under this arrangement to be
released to the firm with the approval of the Textile
Commissioner at a price of 104 or 105 pence as may be
acceptable to him and the difference in price to be made
available to the STC to absorb the loss on exports cf
ore.

(c) The Corporation would undertake itself the responsibility
of exporting managanese ore on f.o.b. Indian port hasis
to balance the c.i.f. value of the import and utilise the
difference between the import and the release price of
tow as stated in para 3 above, if necessary, for export.

(d) The firm to give a performance bond for 10 per cent of
the contract value backed by a bank guarantee that
they would implement the deal on the lines indicated
above and to release the tops processed by them from
the imports made under this arrangement in accordance

with the approval and directions of the Textile Com-
missioner.

The Ministry may kindly communicate if the proposal as out-
lined above meets with their approval so that further action could
be taken to errange import immediately and also to negotiate sales
of manganese ore of equivalent value,

Sd./- Govind Narain,
Managing Director.
11th January, 1963.



111
Shri D. S. Joshi, Secretary (IT)

We may approve and gjve a debit to our ceiling for this with the
"Textile Commissioner. This may be immediately cleared.

Sd./- Manubhai Shah,
15th January, 1963.

A debit may be raised against the TXC’s ceiling in the first in-
stance for allowing imports. After exports take place, a credit
should be given, and debited to barter ceiling. S(IT) hes seen and

has agreed to this being cleared. Further action may he taken by
S.T.C.

Sd.- A. G. V. Subramaniam,
15th January, 1963.

M.D. STC (Shri Govind Narain).
.Min, of Com. & Ind. U.O. No. 5(1)-Tex (D) /63 dt. 16-1-1963

4.14. The undertakings given by the two firms provided inter alia
that the nylon tow imported under the agreement shall not be dis-
tributed, allotted or transferred as Tow /processed tops/waste to any
party without the prior written permission of the Textile Commis-
sioner. Furher the top produced out of the tow, or unprocessed
stock of nylon tow or stock of nylon waste shall be delivered in ac-
cordance with the written instructions of the Textile Commissioner
and at prices to be fixed by him. There was no statutery price con-
trol on nylon tops but it was provided in the agreement because the
nylon tow at that stage was expected to be utilised for defence
manufacture and it was necessary to have a control on the prices
-of nylon so that the ultimate products being purchased for defence
were comparatively cheaper.

4.15. The total quantities of nylon tow imported by the two firms
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under the barter Yeals come to ebout 14'23 lakh 1lbs. as shown be~
low:

M/s. Arthur Im- M/s. Q')mmon-""
portCEXport wealth Syn-
0.

thetics
(1) Total Quantity imported. 711804 Ibs 711805 lbs,
(2) CIF value . . Rs. 2489 lakhs Rs. 24°89 lakhs
(3) Amount paid as compensation to
s TC. = . . ) . . Rs. 16-79 lakhs Rs. 16-69 lakhs
(4) Customs duty . Rs. 1369 lakhs Rs. 13:69 lakhs
(5) Total landed cost exclusive ot- Rs. 55-37 lakhs Rs. §5-27lakhs

handling charges, insurance, bank
interest on investment-cost of con-
version into tops etc.

4.16. The Committee desired to know the reasons for allowing:
import of nylon under barter deal. The representative of the Minis-
try has stated in evidence, that “the State Trading Corporation were
interested in finding profitable import items from the profits of
which the losses on the export of manganese ore could be recovered,.
Nylon yarn was obviously one such item. Now, in a situation when
the country does not have the foreign exchange, when we are aszum-
ing for the present stage of our discussion that 1:4 lakh lbs. of nyloz.
is required, when we are assuming that manganese is a fit item to-
be exported, when a private party is prepared to meet the State-
Trading Corporation losses on it so far as barter arrangement is con--
cerned, I would submit for the consideration of the Committee that
this was as good a decision as could be reached at thet time.”

Allocations made for Defence requirements and surpluses rendered
out of the imports made under the two ad hoc licences and the barter-
deals.

417. As already stated in earlier paragraphs, a total quantity of"
about 19.33 lakh lbs of nylon was imported under the first two ad.
hoc licences and another 14.23 lakh lbs. under the barter deals.
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4.18. Out of these quantities, allocations of only 14.09 lakh lbs.
could be made by the Textile Commissioner against orders for
Defence requirements. These allocations were not sufficient even
to consume the total quantities of about 19.33 lakh lbs. imported by
the Federation under the two ad hoc licences. There were thus a
total surplus of about 19.47 lakh lbs. viz., 5.24 lakh lbs. with the
Federation and 14.23 lakh lbs. with the two importers under the
barter ‘deal.

4.19. The Ministry of Commerce have informed the Committee:
that the “main reason for the surplus was that there was a scaling’
down of the (Defence) orders and nylon fibre tops available with:
the mills exceeded the actual estimate of availability which was
based on the value of licences utlised by the industry.” It has also
been stated that *“the quantity declared as surplus to Defence
requirements out of the two ad hoc licences issued to the Federation
was indicated by the D.G.S. & D. in consultation with the Ministry
of Denfenc”. A relevant document connected with the reasons for
surplus which has been furnished to the Committee is a letter
written by the Textile Commiscioner to the Secretary, Ministry of
International Trade, on the 8th October, 1963, an extract of which
reads as follows: —

“‘Shoddy/Nylon Fibre

Evidently, in this category, there is a substantial surplus as:
most of the units who had tsken up for supply of Shoddy
blankets have met their shoddy requirements from their
own A/U Licences which were also earmarked for Defen-
ce. Against 30 lakh 1bs. of shoddy imported. the Federa--
tion has been able to allot only 5.82 lakh lbs. leaving a
balance of 24.18 lakh lbs. valued at Re. 28 lakhs. Even
taking into account the recent orders placed on the in-:
dustry with guarantee for assistance for shoddy and nylon
fibre, a further quantity of 3.92 lakh lbs. valued at Rs. 4
lakh could be utilised and also a corresponding quantity
of nylon fibre. Unless a decision is taken to place orders
for Shoddy Blankets for supply during 1964 to the ex-
tent of approx. 6.2 lakh Nos. this quantity of shoddy and’
corresponding quantity of nylon fibre will remain unuti--
lised. In that case, decision will have to be taken to
release this quantity for civilian consumption.

As for Nylon Tops of 3.70 lakh lbs. (valued at Rs. 22.80 lakh),.
which were primarily imported for admixing with Indian
wool in the manufacture of hosiery items, this may have
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.

to be released entirely as our experience of the admixture
quality of hosiery has not been fully satisfactory.”

4.20. The representative of the Ministry has explained in evi-
dence that o far as the shoddy-nylon mixture is concerned, since
they are mixed in the ratio of 40: 15. The 24.18 lakh 1bs. of sur-
Plus of shoddy referred to above would thus have rendered 24 x 15

40
or 9 lakh lbs. of nylon as surplus. If the 3.70 lakh lbs. of nylon tops

‘which were primarily admixtures of wool in the manufacture of

hosiery itmes be added to this, the total number would come to about
13 lakh 1lbs.

4.21. No detailed calculations in regard to the rest of the sur-
‘plus (viz. about 6 lakh lbs.) have been furnished to the Committee.

Distribution of surplus:

4.22. The Committee desired to know as to how and at what prices
‘the nylon rendered surplus to Defence requirements was released
to the civilian industry. So far as the surplus (of about 5.44 lakh
lbs.) aricing out of the imports made under the first two ad hoc
licences is concerned, the Committee have been informed by the
Ministry of Commerce that the imports were made at a price of
about 70 pence per lb. and were sold to the Woollen Mills, against
-distribution orders issued on a pro rata basis, after adding handling
charges, storage, etc. The Ministry do not have any information
-as to the prices at which nylon was ultimately sold to the consumers
and what profit was earned by the mills in the process.

4.23. Se far as the release of nylon imported under the barter
.deals by M/s. Commonwealth Synthetics and M/s. Arthur Imports
& Exports Co. (later known as M/s. R. K. Synthetics) is concerned,
the two mills were, as alreadv mentioned, under obligation to re-
lease processed tops etc. at prices to be fixed by the Textile Com-
missioner. The two mills were originally required to deliver the
nylon tops prepared out of the two imported by them at a price
-of Rs. 17 to Rs. 18 per kilogram. This price was fixed on the basis
of the report of the Costing Officer who was required to go into
the question of fixation of a fair price, taking into account the pre-
mium paid by the two mills to the State Trading Corporation and
other charges relevant to the release price.

424 Tt has been represented to the Committee that this price
control was ultimately lifted and the two Mills were allowed to sell
the material to mills of their choice at negotiated prices. It has
een alleged that as a result of this relaxation, the two convertors
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were able to sell the tops in the open market where the ruling price
was more than Rs. 13 per 1b. and thus made huge profits.

4.25. The Committee desired to know the reasons for relaxing
the control on price and the level at which this decision was taken.

In a written note furnished to the Committee, the Ministry of Com-
merce have stated as follows: —

“The price control on nylon tows produced out of tow im-
ported under the two barter deals was originally imposed
by obtaining an undertaking from the two concerned firms.
This was done because the nylon was at that stage ex-
pected to be utiliced for defence manufacture and it was
necessary to keep a control on the prices of nylon so that
the ultimate products being purchased for defence were
comparatively cheaper.

On the 26th September, 1983, Shri A. C. Chaudhuri,
Director in the Office of the Textile Commissioner wrote
to the Ministry of International Trade infimating that
3.70 lakhs 1bs. of nylon tops valued at Rs. 22.8 lakh im-
ported by the Indian Woollen Mills Federation was to be
diverted to the civilian market as Defence no longer
needed hosiery materials out of an admixture of Indian
wool any nylon. The tops were imported at about 70 d.
per lb. He also mentioned that in view of this the tops
converted by M/s. Arthur Import Export Co. and Messrs.
Commonwealth Synthetics out of the tow imported
against the barter deals would also have to be used for
civilian comsumption. Some tops already produced by
these firms were awaiting lifting by the mills according
to the release orders issued by the Textile Commissioner.
As there was no demand for Defence, the mills were not
in a position to lift the nylon tops earmarked for Defence
production. He also mentioned that the matter of price
fixation of the tops against the barter deal was being exa-
mined by the Textile Commissioner’s office. Meanwhile,
the two firms sent repeated telegrams to the Textile Com-
missioner’s office and the Ministry asking for an expedi-
tious fixation of price. The decision that the tops pro-
duced out of the tow imported under the barter deal
should be used for civilian market was taken with the
approval of the then Minister for International Trade.
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2. In his letter of 11th October, 1983, Mr. Zalani, Deputy
Director in the Textile Commissioner’s office informed
the Ministry that he had issued release order in respect
of nylon tops manufactured by the two firms. He had also
made it clear io the worsted spinning mills that unless
the material now offered was lifted, the mills would not
be given the benefit of utilising any part of their future
A.U. licences for import of man-made fibre. The price of
the tops was fixed at Rs. 17.94 per kg. for Messrs. Com-
monwealth Synthetics, Ludhiana and Rs. 17.84 for Messrs.
Arthur Import Exports Co., Bombay. Releases to the
extent of 13.5 lakh lbs. from the concerns had been
issued to various worsted spinning mills as tops could be
used only for worsted spinning. The two manufacturers,
particularly Messrs. Arthur Import Export Co. protested
against the fixation of price of Rs. 17.84 per kg. on the
ground that even the cost of tow after payment of com-
pensation to the State Trading Corporation, Import duty,
Countervailing Excise Duty, Bank Charges etc., came to
Rs. 17.60 per kg. In addition, they had to incur charges
on conversion, godown rent, interest etc. According to
them, a price of Rs. 12.29 per 1b. (Rs. 27.00 per kg) would
have been justified as against Rs. 17.84 per kg. fixed by
the Textile Commissioner.

8. On the 6th November, 1963, Shri Zalani, Deputy Director in
the Textile Commissioner’s office wrote to this Ministry.
The points made in his letter were that:

(i) nylon tops produced by these two units were released to
the worsted spinning mills at the ex-factory prices indi-
cated by the Textile Commissioner;

(ii) Messrs. Commonwealth Synthetics, Ludhiana, had deli-
vered some quantities against the release orders whereas
Messrs. Arthur Import Export Co., Bombay had not de-
livered any quantity on the ground that the price fixed
was low;

(iii) Some of the mills to whom these tops were released were
reluctant to take delivery on account of certain reasons,
such as their having already adequate stocks, imported
earlier against their own actual users’ licences or their
inability to use nylon tops on their existing plants on
account of technical difficulties;
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(iv) The Textile Commissioner had already decided to release

v)

the nylon tops imported (by the Federation) against the
special licences for civilian production. These tops could
be cheaper than the tops released from the two firms;

Having regard to these points, the Textile Commissioner
discussed with the concerned officers and felt that tha ‘ops
produced by these two units need not be subject to any
price of distribution control. These two units could be
permitted to sell the tops by direct negotiations with the
individual mills at a negotiated price.

4. This letter was examined in the Ministry. In view of the

position explained therein it was suggested that the recom-
mendations contained in that letter relating to removal
of both distribution and price control, might be accepted.
It was pointed out at that time that the tops produced by
the two firm= included an element of compensation paid
to the State Trading Corporation at 42 d. per 1b. whereas
the other tops imported by the Indian Woollen Mills
Federation were not under this handicap and so would be
cheaper. The case was put up to Secretary (Interna-
national Trade). He observed that it would be awkward
to have regulated priceg for some releasese and not for
others. He wanted to know whether it was possi-
ble to think of doing away with price fixation of tops
from all sources. He also pointed out that while one of
the two units was supplying at regulated prices, the other
was not and wanted freedom to make profit which they
said would otherwise accrue—unjustifiably, according to
them—to spinners. It was pointed out in reply that there
was no statutory price control on nylon tops. The prices
were fixed by the Textile Commissioner on the strength
of an undertaking given by the firms at the time barter
agreement was approved. This undertaking was necessary
because the tops were intended to be used for meeting
Defence requirements. In view of the availability of the
tops with the spinners, and also the tops imported by the
Federation at a cheaper cost, there would be compctition
and prices would find their own level as Mills were un-
likely to pay higher than market prices, particularly as
thic item did not seem to be in short supply. Secretary
(International Trade) agreed with this view on 1st De-
cember 1963 that there was no objection to accepting the
Textile Commissioner’s recommendations (Minister of
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International Trade was away at that time). In the
letter that to the Texile Commissioner, it was stated that
in view of what had been stated in his letter dated Gth
November, 1963, there would not be much scope for the
two firms to make disproportionate profits.”

4.26. The Committee desired to have a list of mills who were re-
luctant to take delivery of the tops, referred to in para 3(iii) above.
The names of these mills have not been furnished, but the Minis-
try of Commerce have stated that the refusal or acceptance of the
nylon by the mills was dependent upon the market conditions pre-
vailing at differcnt points of time.

4.27. With regard to the profits earned by the Federation and
the two other firms who imported nylon under the barter deal,
the Committee wanted to know whether it was not a fact that the
nylon imported by the Federation was at an unloaded price as
against the loaded price in the case of the barter deals. The re-
presentative of the Ministry has stated, “I entirely agree that as
compared with 5.44 lakh lbs. obtained by the Federation, these two
firms which obtained by barter certainly had a basic disadvantage
that they had to pay to the State Trading Corporation 43 d. m some-
thing which costs 64 d. Relatively speaking the scope for profit
was less to that extent.”

4.28. The Committee wanted to know whether on account of the
price control (the price was fixed by the Costing Officar), the im-
porters “held back their stocks and sold them at a later daie at
higher rates (Rs. 13 or so per 1b.) and thus unanticipated profits
‘had gone to these firms, and correspondingly the price t{n the con-
sumers would be higher.” The representative cf the Ministry of
Commerce has stated in evidence, “I do not believe that the earlier
releases of tow were cheaper. I do not believe the statement of this
party that he is unable to sell. I also do nc* helicse that those
who were spinning these tows into yarn were not inaking profit.
In fact I believe that the consumer price was high and I believe
there was no imbalance in supply and demand. If we had foreign
exchange, more imports would have been permitted. For the con-
sumer there was a higher price because despite barter, the total
fibre available in the country was less than the demand of the
country. Profits were made by the spinners and in this bargain the
profits were also made by the top makers and included amongst
them were these two partiies and other parties.”

429, With regard to the profits made by the two firms who im-
ported nylon under barter, the representative has stated, “these
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two parties will have made less profit than the parties to whom the
other quantities were released per lb. But these parties overall
would have made more profit because the amount given to them was
larger. The per 1b. profit of these two parties, these barter parties,
wag less than that of the parties to whom the nylon tows were re-
leased from the other sources, but the overall profits of these parties
also must have been considerable.”

In this connection the Ministry have forwarded copies of letters
received by them in the middle of 1967 from M/s. Commonwealth
Synthetics and M/¢. Arthur Import and Export Co. regarding sale
of nylon tops, which are reproduced in Appendices XXIV and XXV.

4.30. The Committee have noted the views expressed by the re-
presentative of the Ministry that the per pound profit of these two
parties (two ‘barter parties, namely, M/s. Arthur Import Export Co.
and M/s. Commonwealth Synthetics) was less than that of the
parties to whom the nylon tows were released from the other sources
but the overall profits of these parties must have been considerable.
The Committee are inclined to agree with these views of the repre-
sentative of the Ministry.

4.31. The Committee note the circumstances which led to the per-
mission being granted to two firms to enter into barter deal with
the State Trading Corporation for import of nylon in lieu of export
of manganese ore. They are, however, not convinced that the as-
sessment made for the requirements of nylon to meet the needs of
Defence was realistic. On the other hand they are of the view that
the assessment of requirements of nylon for meeting Defence needs
was grossly exaggerated. This is evident from the fact that in addi-
tion to the entire quantity of about 14 lakh lbs. of nylon tows im-
ported under the two barter deals which became surplus, a quantity
of over 5 lakh lbs. out of the quantity of 19.33 lakh lbs. imported
under the two ad hoc licences by the Federation also became sur-
plus.. In the whole transaction neither the consumer nor the Minis-
try of Defence, for whose benefit the imports were permitted, ap-
pesr to have benefitted.

Third Ad hoc Licence (1965-66)

Quantities imported

4.32, Against the third ad hoc licence for about Rs. 2 crores issued
in favour of the Indian Woollen Mills Federation for import of raw
materials in September. 1965, the following quantities of nylon (in
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addition to wool, which has been discussed earlier in this Report)
were imported by the Federation:

Quantity C.1F.

Value

L (1bs) (Rs.)
Nylon Fibre . . . . . . 2,40,000 8,46,700
Nylon Tow 2,40,000  8,26,700
ToraL . . 4,80,000 16,73,400

4.33. The Ministry of Commerce have stated that although the
concerned licence was valid for General Currency Areas, the Fede-
ration was requested to purchase nylon fibre and tow preferably
from rupee payment countries in the ratio of 50 : 50. The Federation
was also informed that in case tow was not available from any rupee
payment country the entire quantity might be in the form of nylon
fibre. The Federation was also informed by the Textile Commis-
sioner that if suitable types of nylon Fibre/tow were not available
from any rupee payment countries, fibre and tow might be bought
in the ratio of 50:50 from any other country.

4.34. Messrs. CHIKA LTD., Bombay offered to the Federation only
Acrylic, cupramonium and perlon from rupee paymient areas but the
same were not purchased as these are not required for defence pro-
duction. Indian Woollen Mills Federation stated that they had made.
enquiries for the purchase of required quantity of nylon from rupee
payment countries but were total that nylon industry in rupee
payment countries being then of a recent origin the quality of
product was not satisfactory. Further the bulk of supplies from
Rupee Payment countries was also reported to be from a third coun-
try.

4.35. In view of this position the nylon fibre and tow was purchas-
ed by the Federation from Japan. In the circumstances explained
by the Federation, the Textile Commissioner did not pursue the
matter.

Prices Paid

436. In connection with the purchase of the nylon fibre/two by
the Indian Woollen Mills Federation, it was also brought to the
notice of the Committee that although an offer was made by a firm
for the supply of nylon tow at the rate of 59 pence per 1b., the Fede-
ration purchased the same from Japan at a price of 63 pence per 1b.
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437. In a written note furnished to the Committee, the Ministry
of Commerce have stated that—

“In the Textile Commissioner’s file No. 4/2/65-66|Wool-Volume
I (Po'icy)—page 117—there is a copy of letter No. nil
dated Bombay—16th September, 1965 from M/s. ITALVIS-
COSA EASTERN TRADING S.P.A. (a company incorpo-
rated in Italy with limited liabilities) addressed to the
Chairman, the Indian Woollen Mills Federation, Bombay,
offering synthetic fibres from Italy on special deferred
payment terms on certain conditions at a price of 66 d.
per lb. C.LF. Bombay.

There was another offer dated 5th October, 1965 from the
Bombay Liaison representative of M/s. Nichimen & Co.
Ltd. for supply of nylon tow of certain specifications ad-
dressed to M/s. R. K. Synthetics and Fibres Pvt. Ltd,
Bombay, at the rate of 62 pence per 1b. c.if. Bombay.
Copy of the said letter was endorsed to the Textile Com-
missioner and others including the Indian Woollen Mi'ls
Federation.

This matter was examined in consultation with the Indian
Woollen Mills Federation and the Textile Commissioner.
The position is that the Federation received an offer dir-
ectly from Toyo Rayon, Japan for nylon fibre at 62 d.
per 1b., and for nylon tow at 63% d. per 1b. on 4th October,
1965. As the raw materials were to be purchased on a
high priority basis, the Federation accepted the offer on
that date and conc'uded the deal on 5th October, 1965.”

4.38. The position has been explained by the Federation in their
letter dated the 15th February, 1966, a copy of which was forward-
ed by the Textile Commissioner to the Ministry of Commerce, as
fellows:—

‘g » * s

As soon as the instructions were received from your office to
cover defence raw materials on immediate basis, the Fede-
ration’s Purchase Committee lost no time in making a
judicious selection and in response to their efforts, a
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cable dated 4th October, 1965 was received directly fromw
Toyo Rayon, Japan, offering nylon fibre at 64 d. and nylon
tow 635 d. further suggesting that price reduction was
unacceptable to them. A copy of this cable is enclosed
in confidence for your information. The Federation had
on the same day confirmed to Toyo Rayon’s local repre-
sentatives in Bombay M/s. Marubeni-iida and M/s. Ataka
accepting the offer as no time could be lost in the matter.
Both the Bombay agents confirmed the offer in writing on
5th Qctober, 1965 and the deal was closed.

We have on our file a copy of letter from Nichiman & Co.
Bombay addressed to R. K. Synthetics offering same brand
of nylon tow to them at 62 d. This has, of course, no
meaning as far as we are concerned because an individual

- deal between Nichiman & CGo. who are also reported to
- be not the authorised agents of Toyo Rayon and R. K.
Synthetics cannot be taken note of by the Federation
because the yield wastage loss, etc. have not been speci-
fied. A copy of this letter is enclosed for your informa-
tion.

We have also on our file a letter dated the 5th October, 1965
from the same Nichiman & Co. addressed to us offering
only nylon fibre at 62 d. and no offer of tow has ever been
made. A copy of this letter is also forwarded herewith
for your information.

All these correspondence will only show that there was at-
tempt to create some kind of confusion just at the time
the Purchase Committee was trying to conclude the deal
for purchase of nylon fibre and tow for the best quality
and at the cheapest ruling price at that time,

L » » *?

4.39. In an earlier communication dated 14th October, 1965 on the
subject, the Indian Woollen Mills Federation had written to the
Textile Commissioner as follows:—

L * * L ]

As regards price, the lowest quotation for nylon fibre from
Japan and from Ttaly was 62d. per lb. The Federation
has finalised purchase at this price for nylon fibre for
good quality Japanese fibre. The price paid for good
quality nylon tow is 63.5 d. per lb. and the Federa-
tion have covered nylon tow and nylon fibre in equal
proportions to take care of the conversion capacity in the
country in an uniform manner. As good quality nylon
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fibre has been purchased, it is expected that the top pro-
duced out of this fibre, will not be costlier compared to-
the top produced out of tow on our conversion plants.
having regard to the price and wastes involved.”

4.40. The Committee note the position with regard to the reported
offer made by a firm for the supply of nylon tows at the rate of 59 d.
per lb. to the Federation.

Allocation and Distribution

441. As already mentioned, 2,40,000 lbs. each of nylon fibre and:
nylon tow were included in the imports made by the Indian Woollen.
Mills Fedetation under the third ad hoc-licence. Out of these quan-
tities, M/s. British India Corporation were given 44,000 1bs. of nylon
fibre against defence orders placed on them. The quantity left over,
consisting of 1,96,000 Ibs. of nylon fibre and 2,40,000 lbs. of nylon.
tow, needed to be converted into tops before the same could be uti-
lised by the spinners for producing worsted yarn in blend with nylon
for defence requirements. In connection with the allocation of raw
material for such conversion into tops, it was reported to the Com-
mittee by the Indian Woollen Mills Federation that in the year 1966,
in accordance with the instructions given by the Textile Commis-
sioner, the Federation entered into agreements with M/s. Wellman
India, Pvt.,, Ltd., and M/s. R. K. Synthetics, for conversion of the
raw material into tops and return to the Federation for distribution
to individual mills (in accordance with release orders to he made Ly
the Textile Commissioner). While M/s. Wellman India, Pvt. Ltd.,
satisfactorily converted and delivered back the tops to the Federa-
tion, M/s. R. K. Synthetics did not return the very first instalment
of 10,000 1bs. of nylon tow given to them for conversion. It has been
further stated that the Federation brought this failure on the part of
M/s. R. K. Synthetics to the notice of the Textile Commissioner but
no action was taken against that firm. It was alleged by the Fede-
ration that “the Textile Commissioner’s office did not take any action
as it wished to favour the said R. K. Synthetics by allowing them to
dispose of the stocks in the open market at substantially higher
prices.”

4.42. The Committee desired to know the factual position from
the Ministry of Commerce. In a written note furnished to the Com-
mittee in February, 1968, the Ministry have stated as follows:—

“There are three licensed convertors and their licensed capa-
city is as under:—
M/s. Wellman India Pvt. Ltd. Bombay—1'6 million 1bs. per
annum.
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M/s. R. K. Synthetics, Bombay—1°6 million lbs. per annum.

.M/s. Commonwealth Synthetics, Ludhiana.—] million !bs.
per annum.

The Office of the Textile Commissioner allocated 1,91,056
1bs. of nylon fibre to M/s. Wellman India Pvt. Ltd. for
.conversion into tops. This allocation letter vmas issued on
18th April, 1966. The conditions inter alia were:—

(i) that allottee was required to lift the enuce quantity
within one week from the date of allotment by the
Federation;

(ii) that the allottee would complete the processing of nylon
fibre and deliver the nylon tops to the Indian Woollen
Mills Federation within two months from the date of
actuml receipts of nylon fibre by the allottee;

«(1ii) the allottee was required to enter into a suitable con-
‘tract ‘with the Indian Woollen Mills’ Federaticn for their
specific performance of the above conditions. A copy
of this allotment was endorsed to the Indian Woollen
Mills’ Federation for making arrangements for allot-
ment of nylon fibre to the party.

The allotment letter to R. K. Synthetics was issued on 21st
May, 1966 for 1,20,000 lbs. of nylon tow more or less on
the same conditions and the Indian Woollen Mills’ Fede-
ration was also informed on the same lines. The allot-
ment letter to Commonwealth Synthetics was issued on
8th June, 1966 on identical lines. The quantities allotted
‘were in proportion to the licensed capacity. On 25th cf
Mey, 1966 the IWMF wrote to M/s. R. K. Syntheties in-
forming them inter alia as under:—

fi) The Federation shall be releasing nylon tow in lots of
approximately 10,000 lbs. each one after another.

Al) As soon as the process was completed the allottee will
intimate the TW.M.F. the full combing results and the
IWMF’s clearing agents will take delivery of the tops
and other by-products from the allottee convertor and
+deliver further lot of tow.
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(iii) The allottee will deposit equivalent amount with IWMF
which shall carry the interest which the IWMF bankers
will be agreeing to pay to IWMF on each depnsits.

(iv) The title of these goods will be that of IWMF only.

On these terms and conditions the Indian Woollen Mills’ Fede-
ration released 10,670 lbs. (gross weight including tare)
to M/s. R. K. Synthetics. This 10,670 lbs. of nylon tow
intended to be converted into tops ran into difficulty. On
4th July, 1966, M/s. R. K. Synthetics wrote to the Textile
Commissioner saying that the Federation had not released
1,206,000 lbs. of nylon tow to them as directed by Textile
Commissioner in his release order mentioned above. They
further indicated that it was not possible for them to fix
up their manufacturing programme with deliveries in
small lots. They desired that the IWMF be instructed to
deliver the entire quantity of tow in one lot. In this letter
they also indicated that they will have no objection if
delivery orders or delivery of tops to the mills for produc-
tion of defence goods are issued on them and the delive-
ries are effected directly by them. The Office of the Tex-
tile Commissioner on 5th/7th July, 1966 intimated the
IWMF the difficulties mentioned by R. K. Synthetics and
enquired of the Federation whether they had any difficul-
ties in releasing the tow according to the allocation order
issued by the Textile Commissioner. M/s. Commonwealth
Synthetics who are stationed in Ludhiana mentioned that
this 10,000 1bs. was sufficient to them only for 3 days.
They also mentioned that the Textile Commissioner’s allo-
cation was for 1,20,000 lbs. and they also desired that the
IWMF should 9eliver them the entire quantity of 1,20,000
lbs. in one lot to avoid all difficulties. This firm also men-
tioned that the processed goods will be delivered by them
directly to the parties concerned on the basis of the ullot-
ment made by the Federation or the Texile Commissicner.
The TWMF replied inter alia expressing the following diffi-
culties: —

“that in view of the condition stipulated in the allotment
letter, IWMF had to ensure about the waste percentage
and the quality of the tops produced.”

Therefore, the IWMF desired that unless the total quantity
allocated to these parties are processed in lots the TWMF
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will have no chance to verify about their performance.
The IWMF stated therefore that they had decided that
they would deliver nylon tow/fibre to these convertors in
lots of about 10,000 lbs. each which will be replenished
after verifying the quality and performance of the first
processed lot. They mentioned that M/s. R. K. Synthe-
tics had also at first eccepted these arrangements and had
taken Welivery of first instalment. They mentioned that.
unless some arrangement was- made, it will be difficult.
for the Federation to get the conditions stipulated in the
allotment letter implemented.

Regarding Commonwealth Synthetics, the IWMF stated that .
~so far @s Ludhiana firm was concerned, they were prepar--
ed to ensure stocking of tow with their bankers at Ludhi-
ana to ensure speedy replacement of the instalments.

In this letter, the IWMF had also mentioned about the barter
deal and said that in view of the past performance of the -
R.K. Synthetics it was necessary that such an arrange-
ment should be made.

The Office of the Textile Commissioner tried to sort out these
difficulties and the IWMF agreed that they would be giv-
ing allotment in lots of 30,000 lbs. of each. Common-
wealth Synthetics were prepared to accept instalments of
2,000 1bs. as they were not in a position to give guarantee
money. They, however, suggested some arrangement to
indemnify the IWMF as the bankers of hoth were the
same. The fact, however, remained that the Common-
wealth Synthetics was not able to pay a deposit for tak-
ing the nylon in instalments and therefore, they got no
nylon for conversion. The nylon taken by M/s. R. K.
Synthetics for conversion was against the deposit of
Rs. 70,090 paid to the Federation in respect of 10,670 lbs.
The IWMF, vide their letter dated the 14th January, 1967
wrote that in view of the fact that M/s. R. K. Synthetics
were not returning to them the first lot of tops the IWMF
had to take adequate safeguards in their further dealings.
It was further stated by the IWMF that they intended to
raise the security deposit to Rs. 18 per 1b. which according
to their judgment would act as a deterrent egainst un-
authorised disposal of the converted tops. They further
intimated that M/s. Wellman whose performance was '
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satisfactory had also been asked to give security deposit
on the basis of Rs. 18 per lb. The Federation stated that
they were prepared to give allotment of 30,000 lbs. lots to
R. K. Synthetics only on this basis. As there was a stale-
mate, the matter was discussed further with the repre-
sentatives of the two firms and the Secretary General of
the IWMF. One of the reasons for stalemate was that the
Federation in their letter No. F|61|H|4461 dated the 17th
March, 1967 wrote to the Ministry of Commerce that their
information was that entire nylon stock will not be need-
ed for defence production and only @ small portion will
be needed against the tenders issued by the D.G.S.&D.
and the balance was likely to be diverted for civilian use.
1t was further stated that according to the IWMF’s esti-
mates nylon of 3 lakhs lbs. would be found surplus after
meeting the existing defence demands. It was suggested
in this letter that the nylon found surplus efter meeting
the existing defence demands be allocated to the register-
ed units of the woollen industry on the same basis on
which the actual user licences are allotted to the industry.
It is not understood how the IWMF came to this conclu-
sion as no portion of this nylon was proposed to be divert-
ed to the civilian market. The entire quantity was re-
quired for defence.

During discussions with the representatives of the two firms
and the Secretary-General of the IWMF, the two firms
were asked to confirm whether in lieu of security deposit
of the value required by the IWMF, they would be pre-
pared to give an undertaking to the Textile Commissioner
agreeing in case of any contravention to forfeit out of
their A.U. licences an amount equal to 2% times the CIF
value of the nylon tow delivered to them. In the mean-
while, M/s. Wellman India Pvt. Lfd., made representa-
tions to the Ministry of Commerce protesting against the
proposal and making various allegations. M/s. Wellman
further suggested that out of the balance tow that requir-
ed to be converted into tops they should also be given a
proportionate share. In other words, they wanted that in
addition to the 1,91,000 lbs. already given to them for con-
version, they should be given about 80,000 1bs. out of the
balance 2,40,000 1bs. earmarked for the other two conver-
tors.
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Subsequently, the D.G.S.&D. who is responsible for placing
orders on the various units in the industry for production
of defence goods intimated to the Textile Commissioner
and the Ministry of Commerce that the entire quan-
tity lying in stock with the IWMF might be placed at the
disposal of the D.G.S.&D. and that it would be allotted by
him to various units on whom orders for defence goods
will be placed. At this stage R. K. Synthetics and Fibres
Pvt. Ltd. informed the Textile Commissioner and the
D.G.S.&D. that the 10,000 lbs. given to them for conversion
into tops which was with 'them all along, after conversion
could be taken over by either D.G.S.&D. or any of his
 nominees at any time. In this connection, it may be men-
tioned that M/s. R. K. Synthetics and M|s. Commonwealth
Synthetics are not members of the IW.M.F.

The position as it stands today is that D.G.S.&D. has placed
necessary orders for supply of goods and has also direct-
ed the IWMF and M/s. R. K. Synthetics to deliver nylon
tops to D.G.S.&D. contractors on payment. The Federa-
tion has delivered 14,000 1bs. of tops eand some quantities
of fibre to D.G.S.&D.’s nominees and M/s. R. K. Synthe-
tics have also reported their willingness to deliver the
tops to D.G.S.&D.’s nominees.”

4.43. The Ministry of Commerce have confirmed that there is no
proposal to divert any portion of this nylon to civilian use and the
entire quantity will be utilised for the Defence.

444. The representative of the D.G.S.&D. had stated earlier in
evidence that they issued the release orders on the Federation in
fevour of contractors on whom orders for socks and jerseys had been
placed and the Federation delivered only some quantity and in res-
pect of the balance the Federation had asked for a price of Rs. 13
per 1b. instead of Rs. 9 per 1b. which was the rate at which assistance
was to be given to the contractors.

4.45. The addition of Rs. 4 per 1b. had been claimed by the Fede-
ration because of deterioration in the hair belting tops imported
under the same licence which had resulted in a loss to them, and
this loss they wanted to make up by charging Rs. 4 per 1b. more on
nylon.

4.46. The Committee desired to know the background leading to
the decision that allocations of nylon might be made by the
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D.G.S.&D, instead of the Textile Commissioner and the progress.
made in allocation and distribution of the nylon. In reply, the Min~
istry of Commerce have stated in a written note as follows: —

“The D.G.S.&D. received the demands for 1967-68 for Jerseys.
and Socks in November 1966. At that time DGS&D was
aware that some quantity of nylon was available with
Indian Woollen Mills Federation. It was decided in a.
meeting held in the room of DG (S&D) on 13th December,
1966 that these demands being of emergent nature should
be processed on without assistance basis. (Nylon is re-
quired with edmixture of 80 per cent indigenous wool and
20 per cent nylon for manufacture of Socks and Jerseys).
Accordingly, orders were placed in March/April 1967 on
without assistance basis. However, at that time the
IWMF represented that the DGS&D should not purchase
Jerseys and Socks for Defence on without assistance basis
instead utilise the stocks aveilable with the IWMF. The
proposals were examined and it was decided that the
stocks available with IWMF should be kept in view for
immediate utilisation against subsequent requirements of
Defence Departments. It was also decided that egainst
the tenders opened for 1967-68 demands a quantity of
80,760 Jerseys which could not be purchased should be re-
tendered for purchase on with assistance basis. Accord-
ingly this quantity was purchased in August, 1967 on with

assistance basis requiring nylon to the cxtent of 12,922
Kgs.

2. In @ DO letter dated 28th June, 1967, the Textile Commis-
sioner informed the Ministry of Commerce and the
DGS&D that he had at that time the following quantity
of Nylon tow/tops available for transfer to the DGS&D.:—

(a) Unconverted tow lying with TWMF—2,30,000 1bs.

(b) Tow lying with M/s. R. K. Synthetics—10,000 1bs.

(c) Tops converted by M/s. Wellman (India and lying
with Federation—87,904 1bs.

Total—3,27,904 1bs.
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3. The Textile Commissioner further intimated that out of the
aebove quantity of 3,27,904 1lbs., tops to the extent of
14,029 1bs. due for release to 4 concerns who had not so
far lifted them, had also to be released. Therefore, the
effective balance was 3,13,875 lbs,

4. DGS&D received an indent from Ministry of Defence for
429,300 Jerseys on 20th June, 1967. In order to utilise
the Nylon available with I.W.M.F. but at the same time
streamline the procedure for release of nylon so that there
weas no delay, the DGS&D wrote a D.O. letter to Secretary,
Ministry of Commerce on 29th April, 1967. The Ministry
‘of Commerce held a meeting on 8th June, 1967 in the room
-of Special Secretary. As decided therein, another meet-
ing was held in Ministry of Defence on 1st July, 1967.
Special Secretary, Ministry of Commerce, wrote to Secre-
tary of Department of Supply on 26th July, 1967 asking
if DGS&D will take over entire stock of nylon lying with
IWMF and release it direct to contractors. This matter
‘was considered at length in Directorate General of Sup-
plies and Disposals and Department of Supply. A detail-
ed D.O. letter suggesting the exact drill to be followed,
for the release of nylon was written by DGS&D to Special
‘Secretary, Ministry of Commerce on 18th September,
1967. On 30th January, 1968 the Textile Commissioner
advised the DGS&D that nylon could be released direct
by DGS&D to the knitters.

‘5. Another indent for 18,00,000 pairs of Socks wag received
by D.G.S.&D. from Ministry of Defence on 26th July,
1967. This indent was also dealt with on with assistance
basis. along with another 2,81,000 pairs of Socks, which
had been cancelled against previous acceptance of tenders
without financial repercussions on different units.

6. The indent for Socks mentioned in para 5 was covered on
10th February, 1968 and that for Jerseys mentioned in
para 4 was covered on 29th February, 1968, on with as-
sistance basis.

7. The total nylon requirements subsequent to June 1987, when
the Textile Commissioner had intimated the effective
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availability of 3,13,875 lbs., therefore, worked out &8
under; —

(i) 80, 760 Nos. of Jerseys with 20%, nylon on the
basis of 16 Kgs. per 100 Nos. on an average 12,922 Kgs.

(ii) 4,29,300 Nos. Jerseys on the basis as above 68,640 Kgs.

(iii) Approximately 21,00,000 pairs of Socks on
the basis of average 3 Kgs per 100 pairs . 63,000 Kgs.

ToTAL . . 1,44,562 Kgs.
Or 3, 18,000 lbs.

(approx.)

8. After the placement of orders for Socks and Jerseys men-
tioned in para 6, CIT&C informed the DGS&D that a
wastage of 2 per cent should be allowed over the scale
fixed for release of Nylon, if Tow was released.

9. DGS&D. issued release orders for 4,29,300 Jerseys and ap-

proximately 21,00,0000 pairs of Socks in the month of
March, 1968.

10. The IWMF honoured the release orders for Socks. For
Jerseys, the IWMF asked for a rate of Rs. 14 per 1b. ap-
proximately for Nylon, against approximately Rs. 9 charg-
ed for Socks. The rate charged for supply of Nylon for
Socks was in accordance with the information given by
Textile Commissioner before placement of orders for
Socks and Jerseys. The hosiery contractors protested
against this and have not lifted the nylon for Jerseys. The
argument of the IWMF is that they suffered loss on ac-
count of deterioration in hair belting imported by them
(under the same licence) and they want that loss to be
compensated by loading the price of this nylon. The mat-
ter is under examination.”

4.47. In the course of evidence the Committee pointed out that it
had been alleged that the entire allocation of 1,20,000 lbs. of tows
meant for M/s. Commonwealth Synthetics and the balance of
110,000 1lbs. of tows meant for R. K. Synthetics has been
directly allocated to the Defence order holders who were neither
tow makers nor spinners and that this material is now being openly
marketed in Ludhiana by the hosiery tender hoMers. The repre-
sentative of the Ministry has stated that “This is the kind of comph-

268 (aii) LS—12. >
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aation in which we enter once we depart from the normal commer-
cfa] channels. What we have just told is we allowed the DGS&D
to allot these to their contractors. Their contractors will not be able
to use all that we have allotted to them. What they would do is,
they will sell this to others and the complaint that you have receiv-
ed is in regard to this item........ to give the allocation to others is
not a very good way of doing it and in my view the Government
must be strong enough to tell these people ‘this is the quantity'.”

‘448, The Committee note that the Textile Commissioner’s organi-
sation had only been mediating in the dispute between the Indian
Woollen Mills Federation on the one hand and M/s. R.K. Synthetics
and Wellman India Ltd. on the other but has not so far taken a firm
line to ensure that the Federation releases the raw material without
loading the price and the firms which had received the tows return
them after conversion without further delay, The Committee feel
concerned about the helplessness of the Textile Commissioner’s Or-
ganisation in enforcing their orders regarding release of nylon tow
and their return after conversion into nylon tops. The Committee
cannot but express their regret over the helplessness displayed by
the Textile Commissioner’s Organisation in the matter all these
years. They entirely agree with the views of the representative of
the Ministry of Comimerce that “the Government must be strong
enough” to enforce their orders in such matters.

4.49. The Committee note that the Federation has now delivered
4,000 Ibs. of tops and some quantities of fibre to D.G.S. & D’s nomi-~
mees and M/s. R.K. Synthetics have also reported their willingness
to deliver the tops to D.G.S. & D’s nominees, but they would like
the Government to ensure that their directions are implemented in
full and without delay. Suitable penal action should be taken
promptly by Government in case there is failure to implement their
directions,

4.50. As certain agreements regarding the price of hair belting
tops were stated to have been reached between the various parties
concerned and the matter was receiving further consideration of
Government, the Committee would urge that an early decision should
be taken in the matter and the stocks of nylon, imported as far back
as 1966, released to the contractors executing the Defence orders
without delay so that there is no further loading of prices and deter-
ioration in quality of the raw material,

451, The Committee further desire that the allegations that the
eutire allocation of 1,20,000 pounds of tows meant for M/s. Com-
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monwealth Synthetics and 1,10,000 lbs. of tows meant for REK, Syn-
thetics has been directly allocated to defence order holders whe
were neither tow-makers nor spinners and that the material is being
openly marketed by the hosiery tender holders, should be investl-
gated, specially in view of the fact that Ministry of Commerce have
confirmed that the entire quantity will be utilised for Defence.



CHAPTER V
MISCELLANEOUS MATTERS
Model Woollen Milly

5.1. In the papers made available to the Committee by non-offi-
cial sources, references were made to alleged favouritism shown in
various matters to M/s. Model Woollen Mills by the officers concern-
ed in the Textile Commissioner’s organisation. It was pointed out
that allegations of favouritism to this Mill were brought out by some
officers even in the official notes recorded in the office of the Textile
Comimissioner, but no action was taken in the matter.

Distribution of Yarns

52. The first allegation made was that the Model Woollen Mills
which was a spinning Unit falling under the purview of the Worsted
Hosiery Yarn Distribution Scheme did not distribute any yarn, al-
though it drew its full share of imported materials.

5.3. In the course of evidence, the representative of the Ministry,
when asked about the action taken by Government for non-compli-
ance of the provisions in the Worsted and Hosiery Yarn Distribution
Scheme, has stated that “the action taken was to give them warn-
ings.” The Committee then referred to the following notes record-

ed by a Deputy Director of the Textile Comimissioner’s office on 3rd
December, 1965:

‘It is well-known now that M/s. Model Mil's Bombay was a
spinning unit and falls under the purview of Worsted and
Hosiery Yarn Distribution scheme. This unit did not dis-
tribute any yarn so far but did draw full share of import-
ed raw material. We are not told so far by Headquarters
the exact amount of import licences issued in favour of
this woollen mills; from the circumstantial evidence, we
presume that the licences are valued for Rs. 1 crore. The
difference between the price of raw material/wool top
and finished cloth is normally as sold. If the price of
imported raw wool top is at Rs. 5 per pound, then the
cloth produced from the same material is likely to be sold
approximately at Rs. 59 to 60 per yard in 10 to 12 quality.
Therefore, the pecuniary advantage that can be earned

164 !
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over the import licence of Rs. 1 crore may easily come to
Rs. 7 to Rs. 8 crores.’

5.4. Asked to state what action was taken on this note, the Com~
mittee have been informed: “We have not prosecuted anybody" so
far.” When asked to state if the matter was referred to the income-
tax authorities, the representative of the Ministry has stated: “I
think, the note went to the Income Tax Department also—not from
the Ministry. That note went to all possible concerned people”. He
added: “On the basis of the preliminary investigation into the entire
material, C.B.I. came to the conclusion that certain matters should
be probled further in order to establish whether any offences had
been committed or not. We took the general view that C.B.I. hav-

ing looked into the matter or sorted out what should be lookeq into,
we need not do anything further.”

Clarifying the position, the representative of the C.B.I. has stated:
“A copy of the note did not come to us. After the preliminary en-
quiry, we registered the case only on certain allegations. A copy
of the FIR was sent to the Ministry also.......... We were only
concerned with the criminal offences, not with departmental action.”

5.5. The Ministry of Commerce have informed the Committee
that the following raw materials were allocated to the Model Wool-
len Mills during the years 1962-63 to 1966-67:

Rs. in lakhs
1962-63 31.93
1963-64 10.87
1964-65 13.22
1965-66 1.65
1966-67 2442

This Mill was also a defaulter in the delivery of yarn to the decen-
tralised sector, along with other mills. The extent of default of this
mill was 8.37 per cent of the quantity of yarn for which permits were
issued on them by the Textile Commissioner. The question of pro-
secuting the defaulters is now under consideration.

5.6. The Committee feel perturbed to note that no action was
taken either by the Textile Commissioner or the Ministry in this
case against the defaulting mill (M/s. Model Woollen Mills) except
“to give them warnings”, as the view was taken by Government that
“CBI having looked into the matter or sorted out what should be
looked into we need not do anything turther”” The Committee are
unable to appreciate this stand taken by the Government, especially
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in view of the fact that serious allegations, including the gaining of
pecuniary advantage by non-distribution of yarn under this scheme,
bave been made hy an officer of the Textile Commissioner's Office
In an office note.

The Committee hope that an early decision will be taken by Gov-
ernment on the question of launching of prosecutions in this case as
also other cases of default in delivery of yarn which have been dealt
with by the Committee in Chapter II of this Report.

Conversion into Composite Mills

5.7. Another allegation relating to the Model Woollen Mills per-
tains to the gradual conversion of this Mill from a purely spinning
mill to a composite mill without obtaining adequate permission. It
appears from the records that in one of the official notes recorded
by a Deputy Director (Technical) in the Textile Commissioner’s
office on 3rd December, 1965, it was pointed out that—

“Messrs, Model Woollen Mills, Bombay is no longer a spinner.
The Production unit of the Comipany at Thana consists of
Spinning, Weaving, Dyeing and Finishing. The Industrial
Licence granted to the Industrial Undertaking under the
Industries (Development and Regulation) Act of course
hardly show all the new lines of production, manufacture
or processing of new articles at pre-June, 1965, stage. On
the basis of the information available in the record we
may safely state that M/s. Model Woollen Mills expanded
the production capacity of the Production undertaking by
introducing new lines of manufacture of woollen textiles
and fabrics and processing of hosiery and knitting yarn
together with woollen fabrics, without obtaining adequate
permission and amendment to the original Industrial
Licence issued in its favour under Clause 10 of the Indus-
trial (Development and Regulation) Act, 1951, as modi-
fied upto 1st June, 1957, between middle of 1963 to middle

of 1965".

Certain cases connected with the irregular expansion of the
Model Woollen Mills which have emerged during the course of exa-
mination by the Committee are discussed below:—

Taking of Powerlooms on Lease:
Case No. 1—

5.8. The Model Woollen Mills, Bombay, have seven sister con-
cerns working in their premises who owned four powerlooms each.
Out of the 28 woollen powerlooms owned by these mills, 11 were



167

authorised powerlooms covered by the Control Order dated the 19th
December, 1956 and 17 unauthorised powerlooms which had been
regularised by issue of installation permits in 1962 on the basis of
the decisions of the Government announced on 5th November, 1960
to register the unauthorised looms. '

M/s. Kanshi Ram Kidar Nath who owned the Model Woollen
Mills, Bombay and the Model Woollen and Silk Mills at Amritsar
received orders for the supply of Barrack Blankets, Serge Battle
Dress, Cloth woollen brown and Shirting Angola in 1962 in the wake
of the Chinese aggression. Immediately after these orders were
placed, M/s. Model Woollen Mills approached the Director (Wool
Section), Office of the Textile Comimissioner, Bombay for permis-
sion to take on lease the above 28 woollen powerlooms from their
sister concerns who were agreeable to lease out their looms with a
view to meeting the defence requirements and expediting supply.
Necessary permission for this lease was granted to the Model Wool-
len Mills on 5th January, 1963 on the following conditions:—

(1) The Amritsar Woollen Powerloom unit was primarily en-
gaged for defence production out of the yarn supplied by
the spinning unit at Bombay;

(2) The Amritsar Powerloom unit would not be entitled to
allocation of weaving yarn for the civilian markets under
the Distribution Scheme;

(3) The powerlooms in Bombay which were not then entitled
to weaving yarn under the Distribution Scheme would not
be entitled to such yarn in future when they were free
from defence production;

(4) The working of the powerlooms on lease basis should not
affect the overall position of the industrial licence granted
to this unit vis-a-vis the position of their spinning unit im
Bombay, and the powerloom unit in Amritsar.

59. In the letter communicating the permission it was further
stipulated that the above arrangement will be temporary so long as
the Mills supplied Defence orders. The Spinning Unit in Bombay
will continue to be a spinning Mill and the lease should expire after
the Defence orders are expected. Such temporary arrangement will
not confer any special right on the petitioner Mills. The Lease per-
mits were issued on the 22nd April, 1963 and the lease period was
1st January, 1963 to 30th June, 1964.

5.10. On the 14th October, 1964, M/s. Model Woollen Mills. Bom-
bay applied to the Ministry of Commerce for Industrial Licence for
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substantial expansion in respect of the 28 powerlooms, which had
been purchased by them from their sister concerns, a reference to
which has been made above. From the papers furnished to the
Committee, it appears that the application of Model Woollen Mills
was forwarded by the Ministry of Industry and Supply to the Textile
Commissioner, Bombay. The same was examined in that organiza-
tion and the following notes were recorded:—

“(S. No. 6) is a letter No. 1819 of 1964 from the Ministry of
Industry and Supply (C.L.P. Section) forwarding the ap-
plication of M/s. Model Woollen Act, 1951 for 28 power-
looms for woollen cloth. -

As no expansion is being al'owed, we may regret the case and
inform accordingly to Ministry. Draft put up for appro-
val please.

Itd/-

23-11-64.

We may regret as no further expansion is being allowed.
Sd/-
23-11-64. 7
5.11. As a result of the above-mentioned noting the following com-

munication was issued by the Textile Commissioner’s organization
to the Ministry of Commerce on the 24th/25th November, 1964:—

“Will the Ministry of Commerce please refer to No. 1819 of
1964 from the C.L.P. Section of the Ministry of Supply
forwarding therewith the application dated 15th Novem-
ber, 1964 (15-10-64?) from M/s. Model Woollen Mil's for a
licence for 28 powerlooms for manufacture of woollen
cloth?

This Office is not in favour of recommending the application
as no expansion is being allowed in the weaving sectors
of the woollen industry according to the existing policy.

Sd/-
Asstt. Director.

Ministry of Commerce (Textile) (E) Section, New Delhi

Textile Commisgsioner, Bombay U.O. No. IL/52/64/Wool 1675, dated
the 24th/25th November, 1964.”

5.12. On the 18th November, 1964, the Model Woollen Mills had
also made an application to the Reglonal Office, Textile Commis-
sioner, Bombay through the District Magistrate, Thana.
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The Collector, Thana, visited M/s. Model Woollen Mills and re-
ported that all the 28 looms were already working in the Mills pre-
mises as per the Mills lease agreements with the seven concerns and
it was now proposed by them: to purchase the looms and terminate
the lease agreements. Shri Gokhale reported that the Government
of Maharashtra had no objection to such purchase of 28 looms by the
Mills if the Textile Commissioner was normally regularising such
terminatjon of lease and for selling them to one individual company.
This application was processed both in the office of the Textile Com-
missioner, Bombay and the Ministry of Commerce and ultimately,
the Ministry of Industry and Supply issued the Industrial Licence
dated the 15th June, 1865 as amended by their letter dated 13th
August, 1965 for 28 power looms. It was indicated in the letter that
“this licence does not automatically confer on the Mills any right
for claiming quotas of imported/indigenous raw materials for un-
authorised powerlooms which have been subsequently registered
as such.” Upon the issue of this Licence the 28 looms in question
stood transferred to the Model Woollen Mills on a permanent basis.

. 5.13. The representative of the Textile Commissioner has inform-
ed the Committee in the course of evidence that Government issued
a press note on the 5th November, 1960 wherein the Textile Commis-
sioner asked the mills, who had not yet registered themselves, to
apply for the same before a fixed date for registration. All those
who had been in existence before 31st October, 1960, were asked to
put in their applications so that they could be regularised. The
time-limit prescribed was upto the 15th May, 1961, Model Woollen
Mills applied on 16th February, 1961. The regu'arisation certificate
was issued to them in September, 1961, The Secretary, Ministry of
Commerce, clarifying the position has stated: “Anything less than
four looms did not come under the mischief of the Industries (Deve-
lopment and Regulation) Act. Between 1956 and 1960, about 600 to
700 powerlooms came into existence in the country. Sometimes in
1958, an excise duty was imposed by the Ministry of Finance. Then
many of these looms, although they were in existence, did not pay
the excise duty and, when the excise people wanted to proceed
against them, there was no evidence of registration etc. and they
were unable to proceed against them. So, as a result of inter-Min-
isterial meetings, the decision was made in 1960” and the press note
was issued “Inviting people who had powerlooms with them to m~ke
applications so that they could be registered. What they are saying

‘regularised’ is really registration in response to the press note of
1%0."

When the Committee pointed out that “there is a serious omis-
sion on the part of the Commerce Ministry here in the sense that
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they did not have a firm check over these mills coming into exist-
-ence”, the Secretary, Ministry of Commerce stated: “Yes; there was
no check.” Asked to state on what basis raw material was issued
to the mills, it has been stated by the representative, “they will be
-allocated only on the basis of the looms they hold in their own name
and not on the basis of additional looms which they may have ac-
quired by lease.”

5.14. The C.B.I. had investigated the case and recommended pro-
‘secutions of the persons concerned, but the Central Vigilance Com-
mission did not agree with their findings.

The Committee have been informed that the matter is awaiting
consideration of Government,

5.15. The Committee note that the Central Vigilance Commission
did not agree with the findings of the C.B.l. in regard to this parti-
cular case, viz., taking over of powerlooms by M/s. Model Woollen
Mills on lease and their subsequent purchase to expand their capacity.
‘They also note that the matter is awaiting consideration of the Gov-
-ernment. The Committee hope that an early decision would be taken
in this case.

5.16. From the papers furnished to the Committee, they observe
that as late as 13th January, 1965, the Assistant Director in the
Regional Office of the Textile Commissioner at Colaba, Bombay,
wrote to the Deputy Director, IL Section (Wool), Office of the Textile
Commissioner, Fort, Bompbay, as follows:

“It may please be seen that the said mill is in possession of
25 woollen powerlooms from seven parties on lease upto
31st June, 1964. So far this office has not received any
information from the leasers for the continuation/exten-
sion of the lease. It may also be seen that since the
concern is registered under Industries (Development &
Regulation) Act, 1951, any extension of business by pur-
chasing additional powerlooms must be sanctioned by the
Ministry, New Delhi, by amending the licence to that
effect. So far this office has not received any indication
either from the mill or from the Ministry, New Delhi.”

These facts go to show that even though the period of the lease
of the looms expired by the end of June, 1964, the mills were allowed
to continue the working of these looms in their own mills without
any request for continuance/extension of the lease. The Committee,
therefore, desire that this aspect of the case should be thoroughly
examined and responsibility fixed on the officers concerned for
their lapses and suitable disciplinary action taken.
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Case No. 2—Conversion of Art Silk Powerlooms to Woollen Power-
loomss—

5.17. Another case relating to M/s. Model Woollen Mills pertains
to the conversion of some Art Silk Powerlooms to Woollen Power-
looms. M/s. Model Woollen Mills had a sister concern named M/s.
Brij Textiles having 72 Powerlooms, all registered for working exclu-
sively on art silk yarn. In January, 1963, M/s. Model Woollen Mills
approached the Textile Commissioner stating that 40 looms out of
72 Tooms which they were having were of 72" width and were
quite suitable for manufacturing barrack blankets for which the
Supply Department had not been able to cover their full require-
ments. It was stated that if they were allowed permission to use 40
powerlooms on woollen yarn for the duration of the Emergency they
would be able to execute Defence orders more expeditiously. It
was stated by the mills that the permission was sought for exclu-
sively for the execution of the Defence orders.

5.18. Shri R. G. Zalani, Deputy Director in the Textile Commis-
sioner’s Office recommended acceptance of the Mills' request, on the
ground that full requirements of barrack blankets had not been met
and that temporary conversion of 40 art silk looms to work for manu-
facturing barrack blankets, may be permitted for a period of one
year provided the DGS&D was prepared to place orders for 50,000
blankets and provided no assistance was asked for in regard to raw
material supplies. Shri A. C. Chaudhuri, Director, however, did not
agree with these recommendations and stated that unless it was
proved that looms in the woollen industry were not adequate for
supply of barrack blankets, besides handlooms, such proposals should
not be entertained. Shri I. R. Dutt, Industrial Adviser, to whom
the notings of Shri R. G. Zalani, Deputy Director and Shri A. C.
Chaudhuri, Director in the office of the Textile Commissioner were
put up, however, ordered that Shri Zalani might analyse the position
and consult DGS&D when he went to Delhi. In the analysis prepared
by Zalani, it was brought out that there was a shortfall of about
7.15 lakh blankets in the production capacity available in the coun-
try. Shri V. Subramanian, Director Supplies of DGS&D was also
consulted and he observed that additional capacity for blankets was
welcome and 50,000 blankets more were likely to be made available
by permitting these looms and that the permission might be issued.
The factory was got inspected by Shri J. P. Sharma, Technical In-
vestigator in the office of the Textile Commissioner. along with
others. Shri Sharma reported that M/s. Brij Textile had 39 power-
looms of 72" width which could be utilised to produce woollen
goods for Defence without any technical difficulty. Shri Chaudhuri
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on this report suggested that utilisation of 39 powerlooms for manu-
facturing barrack blankets might be agreed to on certain terms and
conditions. The recommendation of Shri A. C. Chaudhuri was
approved by the Industrial Adviser and accordingly a letter dated
12th/13th February, 1963 was issued to M/s. Model Woollen Mills,
Bombay, permitting them to use their existing 39 art silk looms
belonging to their sister concern M/s. Brij Textiles, Bombay, on the
following terms and conditions:

(1) That M/s. Model Woollen Mills will accept further order
of 50,000 pieces of Barrack Blankets (over and above the
order for this item already accepted by the Mill) from
D.G.S. & D. for Defence requirement,;

(2) That the permission to work the 39 Art Silk Powerlooms

on woollen yarn will be temporary and will remain valid
till execution of the above order;

(3) That working of these 39 Art Silk looms of M/s. Brij
Textiles, will not confer any right on Model Woollen Mills,
Bombay, to claim these looms as a part of their capacity
now or any time in future;

(4) That the blanket yarn required for working these 39 looms
will be supplied by Model Woollen Mills, Bombay.

5.19. It is the case of the Central Bureau of Investigation that
there was already sufficient idle capacity in the woollen industry
at that time and even otherwise, a change in the type of yarn as

allowed to the Mill was not permissible under the Textile Control
Orders.

It has been pointed out by the Central Bureau of Investigation
that in September, 1963, the Mills applied for permission to continue
the use of the looms on woollen yarn in anticipation of some Defence
orders and also intimated that they had produced some civilian cloth
on the looms which the excise authorities were not releasing. Shri
Zalani, Deputy Director, and Shri 1. B. Dutt, Industrial Adviser
recommended rejection of the Mills’ request and this was agreed
to by the Textile Commissioner, Shri Doraiswamy on 13th Septem-
ber, 1963. Three days later, the papers were recalled by the
Yextile Commissioner and on this occasion notes favouring the
accord of permission to the Mills were recorded by the subordinate
staff and the earlier decision to refuse the permission to the Mills

was reversed under the orders of the Textile Commissioner on the
23rd September, 1963.

5.20. The representative of the Ministry of Commerce has stated
in evidence that the papers indicate that on the 17th September,
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1963, M/s. Model Woollen Mills, sent another letter to the Director
of Woollen Section in the office of the Textile Commissioner. On
this letter, the following note was recorded in the Textile Commis-
sioner’s office:—

“A further letter received from the Model Woollen Mills dated
17th September, 1863, may kindly be seen in this regard.
It would appear from this letter that 25 registered woollen
looms belonging &o the sister concern of M/s.
Model Woollen Mills were leased out to the Mill for
execution of Defence orders. These looms being registered
looms are also entitled to woollen yarn. There may,
therefore, be no objection to work these looms for civilian
production in the absence of Defence orders. However
any worsted yarn out of imported raw materials consumed
on these looms should be limited to such quantities as are
being allocated by the distribution committee. The looms
however can be worked on other types of woollen and
worsted yarns which do not fall within the purview of
the distribution control.

In addition to these 25 looms, 39 looms belonging to M/s. Brij
Textiles, another sister concern of the mill, which are
registered for art silk were also allowed to work on
woollen goods for the execution of Defence orders. The
mill had made some adjustments in these looms for manu-
facture of serge battle dress and therefore desire that these
looms may be allowed to work on woollen goods till the
enitire demand of Defence is met. During this idle period
these looms may be allowed to be worked for civilian pro-
duction. It is stated by the Mill that on these looms they
are doing only shoddy yarn.

In view of the fact that these looms of Brij Textiles are only
engaged on production of goods out of shoddy yarn perhaps
a temporary permission to work them on shoddy yarn till
fresh Defence orders are received may be given. We may
inform the mills, if agreed, that in any case, these looms
should not be worked for civilian production beyond Dec-
ember, 1963.

We may permit clearance of 90,000 metres of cloth already
produced for civilian production on the woollen as well
as art silk looms of the sister concerns.

Shri Khanna, General Manager of the firm had seen the
Textile Commissioner on the 16th evening when I was
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also present and Textile Commissioner desired that the
case may be resubmitted to him. '
Submitted for orders. .
Sd/- R. G. ZALANI,
| Dy. Director,
18th September, 1963".

v

5.21. From the papers furnished to the Committee, they find that,
on the above mentioned note, the following note was recorded by
the Industrial Adviser on 20th September, 1963:

“1. So far as 25 registered woollen looms, which are normally
authorised to weave woollen fabrics, are concerned, they
may work on woollen yarn produced out of AII licence,
subject to the condition that they would consume woollen
yarn not exceeding their quota under the Distribution
Scheme.

X X X

2. 36 powerlooms belonging to Brij Textiles which are register-
ed for art silk yarn and have been permitted to weave
Defence woollen goods only, may be allowed to weave
civil woollens goods, subject to the condition that they
would be using only shoddy yarn for a period not exceed-
ing two months. In case they fail to get Defence order,
these looms should be converted into art silk looms. No
further extension to weave woollen goods will be given
under any circumstance. I am suggesting the above as
shoddy yarn is available in large quantities and shoddy
goods are required immediately for civilian use during
the coming winter season. Moreover, conversion and
reconversion of the looms, if they succeed to get further
Defence orders, would cause inconveniences and expenses.

3. Whatever has already been produced, on these looms for
civilian use may be released and suitable instructions may
be issued to the Excise Authorities. The Mill may be
warned that in future they should not produce any goods
which they are not permitted to manufacture. Textile
Commissioner may kindly see M/s. Model Woollen Mills
letter dated 17th September, 1963 at PUC and also the
notings on page 1/N.

The wool branch will check No. of registered looms before
_taking action.”
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The action suggested by the Industrial Adviser’s note above was
approved by the Textile Commissioner on 23rd September, 1863.

5.22. Asked whether there is any other material justifying the
change of attitude towards the request of M/s. Model Woollen Mills,
the representative of the Ministry has stated in evidence that there
was only the discussion which the representative of the Mill had
with the Textile Commissioner and there was no other material
readily available on the file. '

The Central Bureau of Investigation looked into this case and on
the basis of their investigations recommended prosecution of three
officials including Shri Doraiswamy, former Textile Commissioner,
and private person and sent their report to the authorities concerned
on the 7th February, 1968. On the 23rd August, 1968, the Central
Vigilance Commission advised that no prosecution would be justified.

The Committee have been informed that this case is under further
examination in the C.B.l. in consultation with 1aw officers®.

5.23. The Committee find in this case that there was conversion
of some art silk powerlooms to woollen powerlooms by Model Woollen
Mills and running them without installation permits. They note
from the facts disclosed that even though the senior officers includ-
ing the Textile Commissioner rejected the request of the mills on the
13th September, 1963, for permission to continut the use of loans onx
woollen yarn in anticipation of some defence orders, within a few
days (on 23rd September, 1963) this request was acceded to after the
General Manager of the firm had seen the Textile Commissioner on
the 16th evening. The Committee note that this case is under fur-
ther examination by the C.B.I. in consultation with their law officers.
They would suggest that final conclusion on this case should be
reached without delay®.

Case No. 3—Transfer of Wool Processing Machines from Amritsar
to Bombay:

5.24. The next case of M/s. Model Woollen Mills relates to the
transfer of some wool processing machines from Amritsar to Bom-
bey without permission of the authorities concerned. During the

*At the time of factual verification, the Committee have been informed
that on reconsideration of the matter on a reference made by the C.B.I, the
Central Vigilance Commission have advised that no prosecution or formal
cjlisciplinary actiin against any of theaccused public servants would be

ustified.

The Committee have also beeninformed by the C.B.L that in view of
the advice of the C.V.C. and in consulation with their Law Officers, it
has now been decided to launch prose cutions against the mills concerned.
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period 1959 to 1961, M/s. Model Woollen & Silk Mills, Amritsar, sub-
mitted seven applications requesting for import licénecs for re-
placement of some finishing machines of their Amritsar factory.
After due verification the Textile Commissioner, Bombay, issued
Essentiality Certificates in favour of the firm and ultimately, they
were issued six A.U. licenses for the import of finishing machinery
by the Joint Chief Controller of Import and Export, Bombay. The
delivery of the first five machines was taken by the mills at their
factory at Thana, Bombay on different dates from 4th May 1961 to
21st February 1962 and of the last machine on the 17th Jamuary,
1963. Although the machines had been imported for their Amritsar
unit, M/s. Model Woollen Mills installed them at their factory at
Bombay. The matter came to the notice of the office of the Textile
‘Commissioner, when the application of M/s. Model Woollen Mills,
Bombay, to the Maharashtra Government for additional power for
the newly installed dyeing and finishing machines was referred to
that office by the State Government. It was pointed out in the notes
recorded in the office of the Textile Commissioner that since an earlier
application of the Mill for the processing of woollen and worsted
fabrics was turned down on the ground that the mills are purely
spinning unit, the installation of dyeing and finishing machinery
at Bombay amounted to a contravention of the Industriec Develop-
ment and Regulation Act as also of the Import Trade Regulation
Aet. Shri 1. B. Dutt, the Industrial Textile Adviser noted on the
20th October, 1962 that the Essentiality Certificates issued should
be cancelled till investigation was completed and no further essen-
tiality certificates tor spares and machinmery should be issued. The
State Government were also informed that since the licence issued
under the Industrier (Development and Regulation) Act to the
Bombay unit of the Mills was not covered for finishing of woollen
textiles or for the manufacture of Rayon Textiles, their application
for additional electric power deserved no consideration till they ob-
tained an amendment in their Industrial Licence. Necessary on-the-
spot investigations were also ordered both at Amritsar and Bombay
5o as to make a complete inventory of the machines that had been
improperly installed. After a few days of the issue of these com-
munications, notings on the file again started in the office of the
Textile Commissioner, Bombay as follows:—

“DD(Z) telephoned me just now to say that Tex. C. has kind-
ly desired to see the case of contravention by Model
Woollen Mill Bombay which is as under:

Model Woollen Mills, Bombay had applied to the Ministry in
1958 for a licence for the setting up of a processing plant
which was not granted. (f. X).
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2. In examining their application for additional power alloca-
tion made to the Guvernment of Bombay, it was observed
that a fairly big Finishing Unit has come into being un-
authorised y capable of finishing woollen, silk rayon
fabrics, etc. (F/A).

3. On being suspicious, the representative of the mills was
called and he had verbally confessed that the woollen
machinery installed in the finishing plant at Bombay do
incorporate machinery which were allowed imports for
their sister concern M/s. Model Woollen & Silk Mills,
Amritsar. This has further been confirmed in their letter
under F/Z. We have also asked for on-the-spot verifica-
tion—report from R.OL., Amritsar and Bombay about
the woollen machinery meant for Amritsar have been
installed in Bombay (F/B).

4. It has been concluded in noting at p. 28/n that since the
mills in Bombay have expanded their capacity contrary
to the instructions of the Ministry they have contravened
the Textile Control Order and it was also contended that
the mills have contravened 1.T.C. regulations by installing
imported machinery at Bombay which were allowed for
Amritsar, 4

Sd/- Assistant Director.
29-11-1962.

Spoken to Tx. C. The party has not only contravened the pro-
wisions of I (D&R) Act but also the Import Trade Regulations. I
understand from AD(N) that there are quite a few similar cases
where the parties have contravened one of the above Regulations
or both.

2. In view of the present emergency when we are trying to geat
up the entire woollen industry for defence production, any penal
action may jeopardise the war efforts particularly in this case wheg"e
the mill is likely to manufacture defence woollen items in large quan-
tities. It is also not possible to take over the defaulting mills
under I(D&R) Act for continuity of production.

3. Therefore, we may accede to lesser evil of the two and dllow
the mils to continue production uninterruptedly so that execution
of defence orders is not jeopardised.

‘4. In view of the above position, withholding of necessary assis-
tance as envisaged in my note on page 29/n ante may not be given

266 (ali) LS—13 §
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effect to and necessary assistance may be rendered. We may, how-
‘ever, prepare a confidential note for the concerned officers of this
organization indicating the parties who have deliberately contra-
‘vened the I (D&R) Act or Import Trade Regulation or both so that
‘necessary action may be taken in appropriate time. There appears
to be no other alternative in view of the present emergency as con-
_traventions have been already committed by the party on whom
‘sizcable defence orders are likely to be placed.

5. Aftar Tx. C. has seen, D(C) may take necessary action.
Sd/- Industrial Adviser.

10-12-1962.
Tx. C.
D(C)
Sd/- Tx. C.
11-12-62.
AD(N) may please see ‘A’ and ‘B’ for n/a.
Sd/-
14-12-62.
D(C) may kindly see before issue.
Sd/-
17-12-62.
Sd/-
17-12-62."

. A revised letter was accordingly issued to the State Government
for granting additional power to the Mills, and the communications
to other authorities were also duly modified.

= 5.25. On the 8th May, 1963, M/s. Model Woollen Mills, Bombay,
made an application to the Textile Commissioner for formal per-
mission for the installation of the machinery (already installed) at
Thana, Bombay and enclosed a letter from their sister concern at
Anritsar to the effect that the latter had no objection to it. This
application was processed in the light of a directive issued by the
Ministry that units manufacturing textiles, desirous of undertaking
processing and installation of additional equipments need not
apply for licences for substantial expansion and that such cases may
be dealt with by the Textile Commissioner. The notings in the
Textile Commissioner on this application read as follows:—

The partnership firm of M/s. Kanshi Ram Kidar Nath have
.along with several units under their management, twe
woollen units, M/s. Model Wool en
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Mills, Bombay and M/s. Model Woollen and Silk Mills,
Amritsar.

Model Woollen Mills, Bombay, is a spinning unit and Model
Woollen and Silk Mills, Amritsar, is a weaving unit along
with processing facilities.

“On the basis of Actual User’s Licence granted to the Amritsar
Unit by our office, some items of weaving machinery were
imported by them a few years back. This machinery was,
however, not despatched to Amritsar but installed in the

Bombay Unit for reasons better known to the manage-
ment,.

‘Subsequently, more items of finishing machinery from indi-
genous sources were added to the Bombay unit and today
the position is that Bombay unit is a full fledged pro-
cessing unit attached to the spinning mills.

¥From the Industrial Licence point of view, so long as there
is no expansion of spindleage or loomage by any unit, no
licence appears to be necessary for substantial expansion.

Even if a spinning mill or a composite mill installs processing

machinery in excess of their personal requirements for

+ ‘undertaking commission processing of outside goods, there

is nothing to prevent them from doing so and a formal per-

mission from the Textile Commissioner appears to he ade-
quate for this purpose. o

The position from import regulation point of view is however
different in respect of this case. The items of finishing
machinery were a'lowed to Actual Users M/s. Model Wool-
len and Silk Mills, Amritsar and this machinery cannot be
transferred to any other premises without the permission
of the licensing authority.

It has been explained that their finishing machinery. earmarked
for Amritsar Unit had been installed in Bombay as it was
considered necessary by the management in the best inte-
rests of the work.

1 have discussed this matter with Shri Khanna of Model Wool-
len Mills, Bombay and I requested him that it will be neces-
sary for Model Woollens, Amritsar, to give in writing to
the Textile Commissioner that they have no objection to
these items of machinery being installed in Bombay and
further they have no claim on this machinery now or any
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time in future. This is eccn-idered necessary in view of
our obligation to the Actual User wis-a-vis the import
licence granted to them.

A letter has now been submitted to us (Flag/a) from Model
Woollen an& Silk Mills, Amritsar, confirming that they
have no claim on this machinery which has been installed
in their sizter concern in Bombay with their concurrence.

In view of the circumstances explained above, it is considered:
there should be no objection on the part of our office to
issue a formal permission to Model Woollen Mills, Bom-
bay, to install processing machinery as requested by them.

Before the permission is given, it will, of ccurse, be necescary
for us to consult JCCI for clearing the matter from his
angle as the Licensing Authority for this machinery.

Model Woollen Mills are engaged in vital Defence Production
requiring finishing of fabrics. Number of applications fromy
them asking for modernisation of this plant are before us.
Before we accommodate them further in this regard, it is
necessary to regularise the existing finishing plant by way
of a formal permission from the Textile Commissioner.

LA./Tx. C. may please see for approval.
84d./-
Director
14-5-1963.
LA,

The following points require examination.

(i) Whether the Amritsar unit was given substantial expan-
sion licence for installation of processing capacity.

(ii) there is a directive from the Licensing Committee with
‘regard to installation of processing capacity in existing
mills, C.P. Section may be having the copy of directive.
If the case is clear from the above two angles, we may
have no objection, provided the J.C.C.I. has no object.on.

D(C) may please note on the above points.
Sd/-
Industrial Adviser.
15-5-1963
From the records available with us, it appears that both the units
‘in Bombay and Amritsar have been separately registered under item
23(3) of the Scheduled Industries which reads as follows: —

“Textiles (including those dyed, printed or otherwise proces-
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sed) made wholly or in part of wool, including wool tops,
woollen yarn, hosiery, carpets and druggets.”

‘This being the position, it cannot be said that the Amritsar Unit
wwas given a substantial expansion specifically in installation of pro-
cessing machinery. '

As regards the directive, placed below is an extract from Minis-
ary’s file copy of which is available on our records.

“It will be observed that units manufacturing textiles, desirous
of undertaking processing and installation or additional
equipments need not apply for licence for substantial ex-
pansion and such cases may be dealt with by the Textile
Commissioner under the Textile Contral Order and und:r
the Import Control Regulations in respect of any plant
required to be imported.”

The Directive from the Ministry® being clear, it appears there
should be no objection to regu'arising installation of processing
machinery by Model Woollen Mills, Bombay, subject to the imported
items of machinery being cleared by the J.C.C.I. particularly when
this unit is engaged in vital Defence Production and the processing
machinery are engaged in processing of Defence goods including
Barrack Blankets.

Tex. Commissioner may kindly see for approval.

Sd/-
Director
20-5-1963.

Tex./C 5
Sd/-
21-5-2963

*The extracts from the Ministry’s file referred to above read as
follows: —

“Extract from flle No, 23(8)Tex. (B)|60.

The point is whether, when a textile manufacturing firm which- has
not been doing any proc:ssion of textiles (such as d‘veing, sanfqnsing,
printing etc.), wants to undertake such processing by installing additional
equipment it is necessary for it to apply for a licence under the Indus-
tries Act for “substantial expansion”, While the actual production capacity
of the firm in terms of textiles will not have increased, it is possible to
take the view that the productive capacity in respect of processing fabrics,
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. 5.26. A letter recommending the case of the firm was accordingly
issued by the Textile Commissioner’s Office to the J.C.C. I&E Bombay
and he was requested to intimate if there was any objection to the
regularising of the installation of the machinery in Bombay. Inti-

mation of approval was issued by the J.C.C. I&E Bombay to the Bills
and the Textile Commissioner, in July, 1963.

The Central Bureau of Investigation have made out a case that
there was abuse of power by the officers coiicerned who threw over-
board the carlier decision for action being taken against the mills
at the appropriate stage. The mills were thereby enabled to convert
themselves into a composite unit. On completion of their investiga-
tion, the C.B.I. recommended prosecution of three officials including
Shri Doraiswamy, former Textile Commissioner, and private persons
on the 7th Fcbruary, 1968. The Central Vigilance Commission ud-
vised on the 23rd August, 1968, that no prosecution would be justified
and that there was no warrant for disciplinary action against any
official*®.

beinj aaw and additional, there is substantial expansion in its produc-
tive capacity and hence it should apply for a licence. However, sincer
there is no actual expansion in production of textiles by the firm in such
cases, but only expansion of a certain type within the over all capacity for
textiles, and in view of the current policy of reducing reférences to the
licensing committee and reducing available reference generally, I suggest
that we need not insist on an application for licence for substantial expan-
sion in such cases, Such cases may be dealt with by the Textile Com-
missioner under the Textile Control Order, which has sufficient regulatory
provisions in this respect and under the Import Control regulations in
respect of any plant required to be imported.

Sd|- D. HETMADI

20-9-1900
I agrce with the above.

Sd|- NAGENDRA BAHADUR

28-9-1960
I agree
Sd]- MANUBHAI SHAH
. 2-10-1960
IA(I) Section

Copy forwarded to Textile (D) Section for information and guidance.

Sd|- CHANDRAN.
Textile (D) Section

MC. & I U.O. No. 4(39)IA(19)|60 dated 12-10-1960."
**Please see footnote to para 35.81. '
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5.27. In the course of evidence, it transpired that the Model
Wosllen Mills, Bombay, applied for a processing plant in May, 1958,
but the permission for its import was not granted. Later on, the
Amritsar unit of the same firmi applied for the import of certain
processing machinery and it was granted as a result of a policy
decision taken by the Ministry in 1960. These arrived in 1961 and
1962. It was accepted in evidence by the representations of the
Ministry of Commerce that the Amritsar and the Bombay units of
the same firm should be regarded as independent units and there-
fore, when the machinery imported for the purposes of installation
at Amritsar were actually installed in Bombay, “it is a violation of
the conditions of the import licence; the two units might have be-
longed to the same persons but they were separate legal entities. . .
They were under the control of the same people. So after taking
the delivery at Bombay, they put it at Bombay; it was a deliberate
action; not an error.”

5.28. The representative of the CBI clarified that ‘“there was no
question of any replacement in the Bombay unit because they did
not have any such machinery. The replacement was only for the
Amritsar unit. Moreover, you know the Bombay unit was only a
spinning mill. Therefore, it was not a weaving unit. So they could
not get any licence for any finishing machinery. It was registered
as a spinning mill only.”

5.29. The Committee desired to know if there had not been irre-
gularities (i) in installing imported machinery for replacement in
Bombay which did not have such machinery, (violation of condi-
tions of licence), (ii) installing machinery meant for Amritsar at
Bombay (violation of I (D&R) Act) and (1if) regularisation of such
installation (violation of I (D&R) Act.)

" 5.30. The Secretary, Ministry of Commerce summed up the
position as follows:—

“I have no doubt that there was a violation of the Import
Contro] Regulation involved in it. This was condoned. I
have some doubt that there was also a violation of the
Industries (Development & Regulation) Act if we look
at it very technically, becuuse two or three points were
made out in the course of discussion—there has been
change of location, there has been change of party and
there has been addition to a processing Plant in Bombay.
So, in technical terms, I would take the view that there
has been a violation of the Industries (Development and
Regulation) Act. My personal view is that in technical

v terms it was a wrong view which was taken.
[ ]

§ . [ ] ‘. *
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This firm has been operating in many names in different
places for different things and for different reasons. ....
When in 1958, their finishing unit application was turned
down, in 1960 they app ied for a fiuishing unit in Amrit-
sar. They got it. When this stuff came in, it was in the
name of the other firm but, because it was a family con-
cern, instead of taking it to Amritsar, they in-talled it in
Bombay. It was found out by the Maharashtra Govern-
‘ment and the officers at the lower leavel took the tezhni-
cul view that this was a breach of the Import Control as
well as the Industries (D&R) Act. At that time on the
mind of the Ministry and the Textile Commissioner, the
wider considerations were operating that the finished
products capacity in Bombay also has to be built up. So
in the process, the higher officers in the Textile Comm‘s-
sioner’s office, being influenced, not so much by the tech-
nical consideration—you may like to call it higher or
‘broader or change in po’icy considerations—they did not
‘take as strict a view of the matter as normally one would
expect these people to take.”

531 In view of the facts disclosed in regard to the case relating
to the alleged transfer of wool processing machines from Amritsar
to Bombay by M|s. Model Woollen Mills and the views expressed
by the representative of the Ministry of Commerce in evidence, the
Committee: desire that the case should be thoroughly re-examined by
the C.B.I.. and the C.V.C. and an early decision in the matter taken
with regard to the question of launching prosecutions and initiating
disciplinary action against the persons concerned.* )
Allocgzion, of Yarn TR

5.32. Another case of alleged favouritism to M|s. Model Woollewn
Mills that was brought to the notice of the Committee relates to the
allocation of 50,000 1bs. of 2|15 S and 1|10 S worsted yarn by the
Textile Commiss‘oner to the Mills to which they were not entitled.
The Committee have been informed by the C.P.IL that in 1963 cer
tain qualities of wool imported to meet defence requirements were
repdered surplus to those requirements and were earmarked to
some Mills in anticipation of Defence orders for serge battle dress.
M/s. Model Woollen Mills were also given 1,72,075 1bs. of 56s comb-

-2At the time of factual verification, the Committee have been informed
that on reconsideration of the matter on a reference made by the C, B. L,
the Central. Vigilance Commission have advised that no prosecution or
formal disciplinary action against any of the accused public servants would
be fustified. =~

‘The Committde have aleo been informed by the C. B. 1. that in view
of the advice of the C. V. C. and in conmultation with their Law Officers, It
has now been decided to launch proseeution against the mills concerned.
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ing wool for the manufacture of one lakh metres serge battle dress.
“The anticipated detence order did not however, mater.alise. On
10th December, 1963, Deputy Director in the office of tae
Textile Commissioner reccrded a note that M/s. Model Wool-
len Mills Bombay had converted 75,000 lbs. of comb.ng wool
into worsted weaving yarn of 2/15s and 1/10s counts and
that Amritsar Small Scale Manufadturers Association had re-
fused to accept the yarn. He, therefore, suggested that M/s. Model
Woollen Mills be allowed to consume the yarn on their looms. The
Industrial Adviser recommended release of 50,000 lbs in favour of
M/s. Model Woollen Mills and of retention of 25,000 labs. for dis-
{ribution to the handloom industry in case it was interested. The
Textile Commissioner on 26.12.63 approved of the release cf 50,000
Ibs. of yarn to M/s. Model Woollen Mills who were purely spin-
ning unit and were, therefore, not entitled to any yarn under the
distribution scheme. It has been stated by the C.B.I. that this allot-
ment of 50,000 lbs. of yarn was a'so withcut any adjustment against
the mills share of surplus stocks of 56s wool tops allocated on pro
rata basis.

5.33. On completion of investigation, the C.B.I. recommended pro-
secution of 3 officials including the former Textile Commissioner
and private persons and sent the case to the Central Vigilance Com-
miss‘on and concerned authorities on 7.2.68.

5.34. On the 23rd August, 1968, the Central Vigilance Commis-
sion advised that no prosecutions would be justified and the CB.L
are examining the matters further in consultation with their Law
officers®.

5.35. As the case relating to alleged irregular allocation of 50,000
Ibs. of 2|15s, 1/10s worsted yarn by the Textile Commissioner to
M/s. Model Woollen Mills has been pending for a long time, the
Committee would urge that an early decision should be taken by the
authorities regarding launching of prosecutions against thc persons
concerned®, Y- | §

Alleged  purchase of barrack blankets from other Manufacturer
instead of their production in their Mills

5.36. In the note recorded by the Deputy Director (Technical) on
the 3rd December, 1965, in the Office of the Textile Commissioner,
Bembay, it has been ctated inter alia—

*At the time of factual verification, the Committee have been informed
that on reconsideration of the matter on a reference made by the C. B. L,
the Central Vigilance Commission have advised that no prosecution or
forma! Aisciplinary action against any of the accused public servants would
be justified. ' S

The Committee have also beean informed by the C. B. I that in view
of the advice of the C. V. C. and in consuitation with their Law Officers,

it has now been decided to launch prosecution against the mills concerned
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“It is alleged tnat Mi;s. Model Woollen Mills, Bombay found
it remunerative to purchase 40,000/50,000 blankets from
M/s. E. E. Shafteon & Co., Mirzapur to supply to the Gov-
ernment against the said Defence Order. From this it is
clcar that the entire barrack blankets were not produced
by the above woollen manufacturer...... it is not under-
stood why the pecple failed to see the evil motive of
M/s. Model Woollen Mills, Bombay to approach the Tex-
tile Commissioner, Government of India, Bombay to
obtain permis:ion to borrow lcoms on short terms lease
from 7 different parties, antd convert 39 art silk looms of
Brij Textiles, for the production of woollen gcods, on the
pretext of fulfilling the alleged obligation of the defence
orders, somewhere in the earlier part of 1963........ the
fact remains that M/s. Model Woollen Mills, Bombay und
Brij Textile; have gained a huge financial advantage out
of these ordcrs, especially depending on the imported
raw materials.”

5.37. During the course of official evidence, the representative
of the Ministry has stated “this is one of the cases mentioned by
Mr. Dutt’s report. But no further probe was made into it because
even if that had been done, there would have been no illegality. A
contractor could purchase material from a sub-contractor and so
long as he fulfilled the defence contract, there was no irregularity
or illegality.” Asked to state whether the question of illegality or
irregularity had been examined by the Ministry of Law or the
Ministry of Commere, the representative of the Ministry replied,
“This has not been examined by the Commerce Ministry.”

5.38. The Committee fail to understand why the allegation that
M/s. Model Woollen Mills had purchased Barrack blankets for supply
against the defence orders from other manufacturers instead of pro-
ducing them in their own mills, was not examined either in the
Ministry of Commerce or in the Ministry of Law, with a view to
see whether any irregularity was involved in the matter.

5.39. From a study of the cases of alleged favouritism to M/s.
Model Woollen Mills, which have been dealt within the previous
paragraphs, the following basic facts emerge:

(1) M/s. Model Woollen Mills were given special permission
for taking powerlooms on lease an ultimately taking them
over permanently; '

(ii) The firm were allowed to utilise art silk looms fer produc-

- tion of woollens;
(ili)) The firm installed at Bombay certain machinery which
was permitted to be imported for installation in their
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Amritsar unit. This involved violation. of certain control
regulations.

In the opinion of the Committee, the totality of circumstances.
in these cases and other cases of alleged irregularity against this
firm indicate that there is laxity in enforcing the provisions of
various control orders, Act, etc., by the Textile Commissioner’s
Organisation. The Committee cannot too strongly urge the necessity
for a thorough investigation and firm action in all these cases and
similar other cases, so that no circumvention of the various provi-
sions of the rules and control orders is permitted.

Himachal Shoddy Mills, Paonta

5.40. Another case of alleged favouritism by the Textile Com-
micsioner’s organisation that was brought to the notice of the Com-
mittee related (o the Himachal Shoddy Mills, Paonta (H.P.). It
was alleged thut though this Mill was given permission to install
spindles on the specific condition that they would not be entitled to
any imported raw materials, they were allowed to import shoddy
rags worth about Rs. 37,000.

The Minister of Commerce have informed the Committee that the
New Era Hindustan Woollen Mills (now known as Himachal Shoddy
Mills, Paonba) were given a licence under the Industries (Develop-
ment and Regulations) Act on the 18th July, 1959 for installation of
1600 shoddy spindles. One of the conditions of the licence was that
raw materials would be permitted to be imported only if suitable
arrangements could be made for supply against equivalent value of
export of finiched prcducts. Subsequently, the question whether a
shoddy spinning unit should at all be asked to export its products in
order to obtain imported raw materjals was examined in the Minis-
try of Commerce in July 1963. It was decided with the approval of
the then Minister of International Trade that having regard to the
fact that the shcddy industry was supplying blankets for defence re-
quirements and that the entire production of the country was re-
quired either for defence or for civilian consumption, the export
condition need not be insisted upon. This decision applied to all the
three shoddy spinning units which were licenced under the IDR Act
with similar condition regarding export.

5.41. The Ministry have added that M/s. Himachal Shoddy Mills,
Paonta, applied to the Textile Commissioner for the grant of import-
ed maw materials through their letter dated the 28th June, 1966. The
Deputy Director-in-charge of the Textile Commissioner posted at
Amritsar in whose region the plant was licenced to be installed
wrote to the Textile Commissioner, vide his d.0. No. ASR|Wool|5}'
101/8138 dated the 20th August 1966 “that the entire shoddy spinning
plant consisting of 1600 shoddy spinles has already arrived at the-
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mill site and the came is under the process of erection. It is ex-
Ppected that it will be going into production shortly.” The waid
Deputy Director-in-charge of the Regional Office of the Textile
Commussioner at Amritsar by ancther letter No. ASR/Wool/5/101/
10742 dated the 12th December, 1966 reported to the Textile Come
missioner, Bombay, after an on-the-spot inspection on 11th December,
1966 that “the entire plant consisting of 1600 spindles has bzen ins-
talled and is ready for production. The plant was put into commis-
sion on trial basis in the presence of the undersigned and the same
was found to be working in perfect crder.” It was on the basis of this
report and the earlier policy decision of the Ministry, that imporg
licences wecre granted to this firm. Hcwever, on the 11th April, 1967,
a telegram was received by the Textile Commissioner from one Shri
Dharam Paul stating the “Gupta’s Himachal Shoddy Mills mi:repre-
sented and manouvered quotas. Their plant not fitted yet. Not even
‘electricity connection connected—your Amritsar Officer gave com-
pletely wrong report—justice requires immediate checking.” On
receipt of this informaticn enquiries were ordered to be made from
the electricity department and the Director of Industrie:, Govern-
‘ment of HP. Simla., As a measure of abundant caution at the ins-
tance of the Textile Commissioner, the JCCI & E, Bombay recalled
the import licence from the mills for the time being. The mills
‘thereupon filed a writ petition in the High Court at Chandigarh and
in accordance with the High Court’s orders they could retain the
licence with them and operate on the same without anv difliculty.
‘Subsequent enquiries were made from the Electricity Department
and Director of Industries, Punjeb. A joint enquiry was also made
by the successor of the Deputy Director who reported installation of
'the plant, along with an official of the State Government, Bombay
‘Port Trust, Custams, Bombay, Bankers of the firm and the clearing
agents of the Mills. These reports did not e-tablish thmt the plant
‘was not installed as certifled earlier. On this basis the firm has been
‘relea-ed raw material worth Rs. 36,833/- lying in stock with the
TWMF, 4

542. The Ministry have further stated that actual users quota is
usunlly issued to the shoddy spindles for the perird October/Septem-
‘ber and the allocationz per spindle depends on the total availability
‘of foreign exchange for the concerned period. Where an undertak-
ing comes into production in between the said period anly a propor-
‘tion of quota from the date on which the production was started to
the end of the period is made amilable. From the point cf view of
entitlement to the import quota of raw materials, the date of installa-
tion and readiness to go into production is very imvortant. Befare
‘granting Ycerce to fmvort raw material, a stock auota to the extent
of three months’ requirements is elso issued immediately on receipt
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of intimation from the undettaking about its readiness to go intp
production, This is done with a view to ensuring that the under-
taking is not kept idle pending import of raw material against actual
wser Licences. Neces:zary essentiality certificate for the import of the
raw meaterial was issued accordingly and on tbe strength of th.s, the
JCCI, Bombay, issued a licence on 3rd February, 1967 for
Rs. 10,48,045. This was in addition to the licence issued for the
stock quota of Rs. 2,68,400/- on 19-11-1966. Besides this allocation of
Rs. 2:68 lakhs, the firm also was issued an allocation letter to obta.n
ghoddy rags covered by the IWMF for a value of Rs. 36,833/~ as their
total entitlement for stock quota was for Rs. 3,23,233. The IWMF
had booked the goods prior to devaluation. M/s. Himachal Shoddy
are not members of the IWMF. However, licences were canalised
through IWMF in the wake of Pakistani aggression and were origi-
molly meant to cater to the requirements of Defence. The IWMF
were reluctant to part with the goods to this mill as they had booked
he same at pre-devaluation rates. As already stated above, this mill
was not one of their members. The IWMF wvide their letter dated
15th December, 1966, inter alia wrote to the Textile Commiss.oner
that it had been decided by them that all mills would be charged at
the new rates of exchange except where the imported matrials were:
required for defence production. The Textile Commissioner in returm
informed the IWMF, vide his letter dated the 6th January, 1967, that
the ad hoc licence for the licensing year 1965-66 was canalised through
IWMF and according to the relevant rules, the Federation was not
entitled to derive any pecuniary advantage by trading in the import
licence granted to them for distribution to the units of the industry.
Accordingly, IWMF was informed ‘that M/s. Himachal Shod-
dy Mills should be asked to pay for imported raw mate-
rlals at the same prices at which the exchange had beem
covered by the Federation. The Federation was allowed to
e¢harge any actual rea-onable expenses made towards co-
vering of the foreign exchange. In the meantime as stated above,
certain enquiries were started on receipt of the telegram alleging
non-existence of the unit. The IWMF was advised depending the en-
quiries, not to allocate any raw material to this firm. However,
after theé completion of enquiries the raw mmterial against the caid’
sllocation of Rs. 36.833/- was released to M/s. Himachal Shoddy
mills cn 4th September, 1968.

5.43. The Ministrv have mentioned that the problem involved was
onlv about Rs. 37.000/- of shoddy wool. The Textile Commissiorer
had to take note of the telegram and did not release the maw mat-rial
as on 2-8-1967 as it was reported by the Ind‘an Overseas Bank Ltd.
through whom the goods were imported that two cases were not
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cleared by Bombay Customs on behalf of the firm and the Bombay
‘Port Trust had fixed auction for the same on 19th June, 1867 and 21st
August, 1967. These cases could not subsequently be traced. There-
fore, the Textile Commissioner had to satisfy himself fully that the
two missing cases did not contain any important machinery which
was necessary for completing the installation. Subsequently it came
out that the two cases contained only some very minor electrieal
euqgipment which did not affect the in-tallation of the plant and its
-going into production on the date as certifled earlier.

5.44. The Committee note that although onc of the conditions of
the licence given to Himachal Shoddy Mills, Paonta was that raw
materials wonld be permitted to be imported only if suitable arrange-
ments could be made for supply against equivalent value of export
of finished products, it was decided with the approval of the then
Minister of International Trade that having regard to the fact that
the shoddy industry was supplying blankets for Defence require-
ments and that the entire production of the country was required
<ither for Defence or for civilian consumption, the export condition
need not be insisted upon. The Committee have also been informed
that “this decision applied to all the three shoddy spinning units
‘which were licensed under the Industries (Development and Regu-
lations) Act with similar condition regarding export”.

545. The Committee have been informed in this case that the
Indian Woollen Mills Federation were reluctant to part with the goods
to this mill (Himachal Shody Mills, Paonta) as they had booked the
same at pre-devaluation rates and that the Federation in their letter
daterd the 15th December, 1966 wrote inter alia to the Textile Com-
missioner that it had been decided by them that all mills would be
charged at the new rates of exchange except where the imported
‘materials were required for Defence production. The Committee note
in this connection that the Textile Commissioner in his le!cr of the
6th January, 1967 informed the Federation that the ad hoc licence
for the licensing year 1965-66 was canalised through the Federation
and according to the relevant conditions “the Federation was not
entitled to derive any pecuniary advantage by trading in the import
Tlicence granted to them for distribution to the units of the industry®’,
The Committee desire that an investigation should be made expedi-
tiously to find out whether the Federation has actually derived any
pecuniary advantage through the import licenses which were grant-
ed to them ad hoc during the period 1962-63 onwards. _If any contra-
ventions of the relevant conditions of the licences come to. notice
suitable action in the matter should be taken.

‘Case nga nst M /s. R. K. Synthetics.

5.46. In the course of examination of the case of import of and
distribution of wool, nylon, etc. by the Committee, a case of viola-
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tion of conditions of the customs clearance permit came to notice.
The firm (M/s. R. K. Synthetics) were granted a Customs Clearance
‘Permit in May, 1966, for the import of synthetic fibre of the value of
Rs. 20 lakhs (subsequently enhanced to Rs. 31,50,000 due to devalus-
tion.) The firm were to import material without remittance of
foreign exchange in the first instance and the following conditions

were imposed:—

(a) that the firm would be required to utilise the imported
raw material in their own factory exclusively for the
purpose of conversion into synthetic tops and re-export;
and,

(b) that the firm would be allowed to remit the foreign
exchange for the goods imported only after the sale pro-
ceeds against the synthetic tops exported have actually
been received in India and a certificate to that effect is
issued by the Joint Chief Controller of Imports and
Exports, Bombay, after the scrutiny of the necessary
documents produced to him by the Party.

The firm has not so far asked for permission to remit foreiga
.exchange against exports made by them in terms of the Customs
Clearance Permit.

5.47. The Ministry of Commerce have informed the Committee
‘that in May, 1967, the firm were found by the Collector of Customs,
‘Madras to be exporting tops made from re-generating cellulose
‘(viscose) and not from synthetic fibre. A scrutiny of documents in
connection with alleged over-invoicing of these exports had also
shown that the goods had been purchased in India and not manu-
factured from the imported synthetic fibre).

. The Customs authorities have been alerted to stop any further
attempts of the party to export the goods of viscose origin in a
similar fashion.

~ The party has been issued show-cause notice and has also been
kept in the abeyance list for purposes of issue of import licences.

5.48. The Ministry have added that the violation of the conditions
of the Customs Clearance Permit were brought to the notice of the
Deputy Minister and the Minister who ordered that the case should
be referred to the CBI for investigation if not already done. The
allegationis against the firm are being investigated by the Special
Police Establishment, Madras, and their report is awaited by Gov-
ernment. .

5.49. The Committee desire that the investigation relating to the
alleged violation of the conditions of the Customs Clearance Permit
by M/s. R. K. Synthetics, Ltd. should be completed early and action
taken thereon by the Government expeditiously.
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Issue of Licences for production of synthetic tops

5.50. There are three firms which have been given licences 'und;e:é
the Industries (Development and Regulation) Act to produce
synthetic tops, namely:

(1) M/s. Wellman (India) Pvt. Ltd.,—156 million s. per
annum.

(2) M/s. R. K. Synthetics, Bombay—1 million 1bs. per annum.

(3) M/s. Commonwealth Synthetics, Ludhiana—1 million 1bs.
per annum.

None of these firms were given any actual user licences and they
had, therefore, to meet their import requirements from their export.
earnings. On requests being made by M/s. R. K. Synthetics and
M/s. Wellman India (Pvt.) Ltd., the two firms were allowed facilities.
for imports of raw materials to be paid for out of their export earn-

ings.

5.51. In this connection it has been represented to the Committee
that while M/s. Wellman (India) Pvt. Ltd., are permitted to fulfil
their export obligation by exporting Vi-cose Tops and Cut staple of
indigencus origin and thus permitted to retain the imported nmte-
rials for sale in the open market, this facility is not heing extznded to-
M/s. R. K. Synthetics who are required to export only goods produced:
out of their imported materials. The representative of the Ministry
of Commerce while admitting in evidence that differential condi-
tions were imposed on these two parties promised to send a note
later to the Committee.

5.52. In a written note subsequently furnished to the Committee,
the Ministry of Commerce have stated as follows:

“M/s. Wellman India Ltd. is a firm which has foreign collabora-
tion. The Indian share in the equity capital is 51 per cent
and of the American collaborator is 49 per cent. One of
the conditions attached to the licence No. L/23(5)/10-
Tex (D) /60, dated 3rd October, 1960, issued to M/s. Wellman:
India Ltd, is as reproduced below:—

“9(a) There will be no foreign exchange involved for the
import of machinery and also for {import of raw
materials. The American collaborator will finance the
initial imports of raw material and the foreign exchange
contribution of the foreign collaborator would b2 kent
fn rotation by regular exports of synthetie ﬁbre top.&
and/or cut staple.
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, M/s. R. K. Synthetics Ltd. was granted licence under the In-
dustries (Development and Regulation) Act, licence
.No. L123|5/N-202|60, dated 25th October, 1960. Condition
No. 5 of the licence stated that no foreign exchange ex-
penditure should be involved for the import of capital
plant and machinery and raw materials for the manufac-
ture of this article. This in other words meant that they
will not be eligible for any allocation of foreign exchange
for import of raw material as actual users. They had to
earn the necessary foreign exchange for import of raw
material out of export earnings.

The licence given to M/s. Wellman India Ltd. was for the
manufacture of “Synthetic (man-made) fibre top and/or
staple made from men-made fibre, producers’ waste and
tow”. In their application for licence under the Industries
(Development and Regulation) Act, M/s. Wellman had
expressed the intention to manufacture tops and/or cut
staple out of indigenous rayon producers’ waste, and
worsted spinners’ soft waste and imported non-cellulosic
synthetic fibre producers’ waste. Their foreign collaborator
was to finance the initial import of raw material and his
contribution of foreign exchange was to be kept in rota-
tion by regular export of the products. They had indicat-
ed that they would export their products at least to the
extent of the same value as their imports so that no burden
on account of foreign exchange was created and that it
would also help effecting substantial foreign exchange
savings by replacing the import of synthetic tops by tops
manufactured out of the materials imported by them.

Subsequently, the firm made an application for import of raw
material of the value of Rs. 20 lakhs. It was thereupon
decided to authorise the issue of a licence and the
Exchange Control copy of the licence was to bear the
following endorsement:

“Remittance of foreign exchange should be allowed only
on the basis of special certificate to be issued by the
JCCI&E, Bombay.”

The JCCI&F, Bombay, was asked to get a written undertaking
from the firm that they would effect exports for a value
equal to the value of raw material imported by them on
credit before they applied for remittance of foreign
exchange. The firm was first issued an advance import
licence for a value of Rs. 2:50 lakhs on 10th July, 1964 for

266 (aii) LS—14
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import of synthetic staple fibre, fibre producers’ waste and
man-made fibre of non-viscose origin. The following under-
taking was taken from them:

“We hereby affirm declare and undertake that we will apply
for remittance of foreign exchange against our import of
raw material (under import licence/licence for import
of man-made fibre producers’ waste and tow to be issued
by you) only after earning the foreign exchange by our
exports of synthetic fibre tops and staple made from
man-made fibre, producers’ waste and tow to the extent
of the value of the foreign exchange earned by us.”

Subsequently, the firm represented to the Textile Commis-
sioner’s Office that the exports of tops made of viscose
and other man-made flbres and/or cut stable should be
taken into consideration for purposes of issuance of ex-
port certificates. This interpretation given by the Textile
Commissioner’s Office to the earlier undertaking given
by the firm was that the export of viscose tops and/or cut
staple would not be taken into account towards their ob-
ligation since the firm was required to export only the
same material which was imported. This question was
examined and it was considered that there was some am-
biguity ebout the expressions used in the undertaking be-
cause technically speaking “man-made fibre” could be
taken to include products like viscose and other fibres and
therefore the JCCI&E Bombay was advised by the Textile
Commissioner to take into account the firm’s exports of
viscose tops also against their export obligations, It was,
however, made clear to the JCCI&E Bombay, that this de-
cision applied only to the then existing import licences of
the value of Rs. 3'50 lakhs and that if in future similar
licences were to be issued the exact wording in the under-
taking ghould be drawn up in consultation with the Tex-
tile Commissioner.

Subsequently, another licence for Rs. 17-40 lakhs was issued
to the firm on 24th December, 1864 for import of synthe-
tic fibre, fibre producers’ waste and tow (man-made fibre).
The revised undertaking was as follows:

“We hereby affirm declare and undertake that we will apply
for remittance of foreign exchange against our import
of raw material (under import licence/licence for the
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import of synthetic non-viscose man-made fibre, pro-
ducers’ waste and tow to be issued by you) only after
earning the foreign exchange by our exports of synthe-
tic fibre tops and synthetic stable fibre produced by us
to the extent of the value of foreign exchange earned
by us”.
The term “synthetics” as understood in the Textile Com-
missioner’s Office was deemed to connote only non-cellu-
losic fibre. The firm, however, contended that the term
included viscose fibre and other man-made fibres also.
The matter was, therefore, referred to the Ministry of
Law for their advice. The Ministry of Law advised as
follows:

“The answer to the question raised in the foregoing notes
depends on the terms of the licence granted under the
Industries (Development and Regulation) Act. We are,
therefore, to construe the expression used therein by
-applying certain uniform principles of interpretation
applicable on the matter. In the Preamble to the licence,
it is stated that the company filed an application for the
meanufacture of “synthetic fibre tops”. This application
was granted and under clause (4) of the licence the
company was authorised to have the installed capacity
in respect of “synithetic man-made fibre, producers’
waste and tow”. Obviosuly, this installed capacity
covers not only the cellulose but also non-cellulosic
fibres. Having regard to the fact that the licences
cannot ordinarily go beyond what is asked for we have
to construe the expressions “synthetic fibre tops” used
in the Preamble to the licence as including not only
cellulose but also non-cellulose fibre products. The
same expression “synthetic fibre tops” occurs in clause
9(a) of the licence. It has been suggested that this ex-
pression in the said clause 9(a) covers only non-cellulo-
sic fibre products and not cellulosic fibre products on the
ground that that was the meaning commonly given to the
expression “synthetic fibre” at the relevant time. This,
however, does not appear to be correct. It is a funda-
mental rule of interpretation that expressions used in
the particular documents should be used in the same
sense at all the places at which they occur unless there
are compelling reasons 'to indicate the contrary intention.
In the present case the expression “synthetic fibre tops”
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which occurs in clause 9(a) also occurs in the Preamble
to the licence. As already explained the expression as
used in the Preamble covers not only the cellulose but
also non-cellulosic fibre products for the reason that
installed capacity was also for both purposes. Accord-
ingly, the same expression “synthetic fibre tops” in
clause 9(a) should be construed as inclusive not only
cellulose but also non-cellulose products”.

Having regard to this advice, the import licence given to the
firm was extended for a further period of three months.
The matter was discussed further with the firm and it was
decided that there should be a further discussion with
them in order to decide the future course of action so
that there is no net outflow of foreign exchange as a res
sult of the existing arrangements.

The licence granted to M/s. R. K. Synthetics was also for the
manufacture of synthetic fibre tops. But a condition simi-
lar to 9(a) of the condition in M/s. Wellman India Ltd.,
does not exist in the case of M/s. R. K. Synthetics.

On 10th February, 1966 M/s. R. K. Synthetics made a represen-
tation 4o the Ministry of Commerce requesting that they
should also be granted Customs Clearance permit facili.-
ties on the same lines as allowed to M/s. Wellman India
Pvt. Ltd. Under these facilities they are allowed to im-
port fibre-tows and producers’ waste and thege goods are
paid for against export earnings of tops. In the case of
Wellman (India) Itd., the goods are being paid for in the
first instance by the collaborators whereas in the case of
R. K. Synthetics they will make necessary arrangements
with the foreign suppliers to supply the goods on credit
which they will pay out of export earnings of tops. This
request was examined in the Ministry of Commerce. None
of these converters was given any actual user licence and,
therefore, had to find its own raw materials. Whereas
M/s. Wellman India Ltd., were able to find their raw
material requirements by getting on edvance from their
collaborations which was rotated, the other two units did
not have such facility. As the plant of R. K. Synthetics
was idle it was considered with the approval of the Min-
ister that there was no objection to permit them to import
raw materialg against their export earnings as this has
been allowed in the case of M/s. Wellman India Ltd. and
to extend to R. K. Synthetics similar facilities as had
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been given to M/s. Wellman India Ltd. The Textile Com-
missioner was informed in the Commerce Ministry’s letter
No. 18(17) |TEX (E) |65, dated 8th March, 1966, that M/s.
"R. K. Synthetics should be given the same facilities for
import of raw materials as had been given to M/s. Well-
man India Ltd.

There has been no discrimination in so far as the grant of
Customs Clearance Permit facilities are concerned.

M/s. R. K. Synthetics applied for the grant of @ Customs
Clearance Permit (CCP) with the same conditions as
were applicable to M/s. Wellman India Ltd. This would
normally mean that the conditions applicable to both
should be the same. In practice, it has been decided, in
view of the advice tendered by the Ministry of Law, that
the Wellman were not under the obligation to re-export
after processing whatever material was imported by them
under the CCP given to them. In other words they have
been allowed to retain within the country a part of the
synthetic raw materials imported by them against the
CCP and in lieu thereof export cellulosic fibre tops
produced out of raw materials indigenously available.

In the case of M/s. R. K. Synthetics, however, the condition
is that they should re-export after processing the entire
quantity of materials imported by them under the CCP
i.e. they are not permitted to retain within the country any
quantity of the material imported by them under CCP.

'The representation from R. K. Synthetics that they are being
discriminated in regard to conditions under the CCP is
separately under consideration.”

5.53. The Committee trust that the matter relating to alleged dis-
‘crimination between M|s. R. K. Synthetics and M|s. Wellman India,
Ltd., in regard to the conditions imposed under the Customs Clear-
ance Permits issued to them would be examined thoroughly and an
early decision taken by the Government,

Licences for impert of Shoddy Rags

5.54. It has been alleged that all along the policy for allocating
actual users import licences for import of raw material has been to
glve import licences only to those units who had spinning capacity
and could utilise the imported raw material and not sell it in the
market. The Textile Commissioner’s Office in 1966 made a depar-
ture from this basic policy by giving import licences for import of
:shoddy rags to three rag pullers who did not have any spinning capa-
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city, namely, (a) Indian Shoddy Milis, Bombay, (b) Globe lndustres,,
Bombay and (c¢) Bombay Woollen Waste Factory, Bombay who sold:
the pulled rags in the market.

5.55. The Committee desired to be furnished with a detailed note
regarding the issue of licences for import of shoddy rags in 1966 to
these three rag pullers. The Ministry of Commerce have stated in.
a written note that:— - '

“So far as the spinning is concerned, the woollen industry can
be broadly classified into the following three livisions:—

1. Worsted spinning sector.—This mostly depends on the im-
ported wools. However, of late due to improvement in.
the quality of indigenous wool and better sorting and
grading, considerable portion of Indian wool is also be-
ing utilised by the worsted sector.

—d
2. Woollen Spindles.—These can entirely do with indigenous.
raw wools,

3. Shoddy Spindles—Technically the spinning system is
common to that of woollen. However, in addition to
the spinning, this sector has rag cutting and garnet
machines. The raw material for the shoddy spindles
is old rags, tailor cuttings and like items. The follow-
ing three units have garnet and rag machines on which
they break open the old shoddy rags with a view to re-
claim wool fibre and are called shoddy pullers:—

1. M/s. Globe Industries Pvt. Ltd.
2. M/s. Bombay Woollen Waste Factory.
3. M/s. Indian Shoddy Mills, Bombay.

The woollen fibres so reclaimed from old rags, are used for
spinning on shoddy spindles. Besides these 3 shoddy
pullers, there are spinners of shoddy wool who have
their own attached shoddy pulling equipments. It
would be incorrect to say that actual users import lic-
ences for import of raw materials were given only to
those units who had the spinning capacity. In the year
1959 the Textile Commissioner’s Office decided to grant
actual users raw material import licence to M/s. Globe
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Industries (Pvt.) Ltd. Bombay for import of shoddy
rags, etc. This firm has been getting actual users im-
port licence for raw materials all these years along with
the other spinning units. The remaining two firms viz.
Bombay Woollen Waste Factory and Indian Shoddy
Mills, Bombay, were also included in this category dur-
ing the year 1962. All the three firms have been get-
ing actual users import licence regularly for the past
several years. Besides these units, import licences for
wool have been granted to other organisations also who
had no spindles of their own. These allocations had been
given within the frame-work of the general policy and
during the course of several years in the past. These
units are actual users and had been so recognised for
over many years. Allocations on this established basis
were given to these shoddy pullers during the year 1966
also. Government did receive representations from the
Indian Woollen Mills’ Federation during the year 1966,
protesting against the allocations being made to these
three concerns. It may be reiterated that the Govern-
ment was not in a position to accept the representation
as the principle of allocating actual users import licence
for raw materials to rag pullers had been accepted as
early as in 1959 and no representations were received
against this practice in between the years 1959 to 1966.

The value of raw material licences issued to 3 rag pullers
during the year October, 1966—April 1967 is indicated

below:—
Allocation in value
(Rs. lakhs)
1. M/s. Globe Industries, Bombay .. 2.268
2. M/s. Indian Shoddy, Bombay. .. 8.263
3. M/s. Bombay Wool Waste, Bombay. .. 0.949”

5.56. In the course of evidence the Committee desired to know
whether the rag pullers had sold the pulled rags in the market, and
if so, what was the profit made by them. The representative of the
Ministry has stated in evidence, “We have no specific information.
By implication we can say that most of the spinning mil's who spin
shoddy have their own rag pulling capacity. The chance of these
people selling these rags as such may not be very much, but we
have no specific information”.
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5.57. The Committee then desired to know whether any repre-
sentations were received from the industry against the grant of these
licences. The representative of the Ministry of Commerce has stat-
ed in evidence, “Representations were received only in 1966 although
most of them have come into existence miuch earlier”.

5.58 The Committee note the position regarding the allocation of
actual users import licences to three rag pullers, namely, Indian
Shoddy Mills, Bombay, Globe Industries, Bombay and Bombay Wool-
len Waste Factory, Bombay.



( CHAPTER VI !
CONCLUSION

6.1. The Committee have examined in detail the matters relating
to import and distribution of wool, nylon etc. from 1962 onwards.
During the course of their examination, the Committee have noted
with concern the acquisition and installation of a large number of
looms without the permission of Government and in contravention
of the existing orders, regulations, and provisions of Acts, etc. They
have noted that the various contro! orders regarding the installation
of spindles and looms have not been properly enforced. All this has
resulted in putting a premium on breach of law and placing at a
disadvantage the concerns which followed the control orders vis-a-
vis those who indulged in their violation. The Committee have
been informed that lack of field enforcement staff was one of the
reasons for the development of such a situation. The Committee fail
to understand why such a difficulty was not anticipated before in-
troducing the various control orders because, in their opinion, if
there is lack of suitable machinery to ensure enforcement of various
control orders, the introduction of such orders will have no mean-
ing. The Committee are doubtful about the effectiveness of controls
if they cannot be enforced at all. In the circumstances, the Commit-
tee are of the view that a time has come when it is necessary to have
a close look at the whole system of controls which are now in opera-
tion.

6.2. The Committee have also noted that the price control on yarn
which was operative earlier was defective. The yarn manufactur-
ed out of the wool imported against export promotion licences was
not scubject to price control and that price control was applicable
only in respect of yarns supplied against the permiits on A.U. licences.
The Committee have a feeling that this defect has facilitated the de-
faulting spinners to indulge in malpractices and escape the rigours
of law.

6.3. The Committee have also come across instances of defaults
with regard to delivery of yarn by the spinners to the decentralised
sector. The Committee hope that an early decision will be taken by
Government on the question of launching of necessary prosecutions
in all such cases.

6.4. The Committee have noted that a new import policy was an-
nounced in November, 1967, under which all imports of wool and
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synthetic fibres, whether for domestic consumption or for export re-
plenishment, will be canalised through the S.T.C. The Committee
have suggested that Government should keep a careful watch as to
how the new scheme functions and to what extent it is able to
achieve the desired results.

6.5. As regards the alleged over-assessmient in the import of wool
through ad hoc licences to meet the Defence requirements as well
as the alleged irregularities in the distribution of surplus wool, the
Committee have pointed out that these matters are still under con-
sideration of the C.B.I. and the C.V.C. The Committee have suggest-
ed that these cases should be finalised without delay.

In this connection, the Committee have expressed their unhappi-
ness over the fact that there is no single organisation: or authority
which can verify or check whether the imports have actually
taken place in accordance with the licences and that the materials
imported for meeting the Defence regirements have actually been
utilised for the purpose.

6.6. The Committee have also dealt with cases relating to nylon
tows imported for meeting Defence requirements but declared sur-
plus, which discloses that considerable profits had been made by
the parties and that the assessment of requirements of nylon for
meeting Defence needs was grossly exaggerated. Certain difficulties
in the distribution and conversion of nylon tows have also been
examined by the Committee. They have suggested the implemen-
tation of Government’s directions in this matter and penal action
for failure to do so. They have also suggested an investigation about
an allegation that huge quantities of nylon tows allocated to Defence
order holders are being openly marketed by hosiery tender holders.
The Committee trust that whenever allegations of such a nature
come to Government’s notice they should be promptly and fully
investigated so that no one is allowed to circumvent the law.

6.7. The Committee have further dealt with certain cases relat-
ing to alleged irregularities indulged in by certain mills and con-
cerns and have given their conclusions/observations at the appro-
priate places. They hope suitable action in these matters will be
taken without delay.

New DrrmT; P. VENKATASUBBAIAH,
The 19th April, 1969. Chairman,
Chaitra 29, 1891, (Saka). Estimates Committee.




APPENDIX 1

(Vide para 1.1)
Extracts jrom Lok Sabha Debates dated the 1st December, 1967

NEW POLICY OF IMPORT AND DISTRIBUTION OF WOOL

MR. SPEAKER: Yesterday, in reply to a Call Attention of Shri
Madhu Limaye, a statement was laid by the Minister because it was &
long one and I said that we may take it up today. Shri Madhu Limaye.

SHRI MADHU LIMAYE: Mr. Speaker, Sir, the 8 page statement con-
tains a new policy about the import and distribution of wool and basic
changes have been made in the old policy. May I know from the hon.
Prime Minister if she has received complaint against the old distribution
system for instance there is a report by Shri M. C. Datt in respect of Model
Woollen Mills? Similarly, there is a judgement by the Bombay High
Court concerning Kabir Woollen Mills of Ludhiana since the judgement
is a lengthy one, it would suffice if I read only one sentence and it will
startle this House as to what sort of things are going on in their offices.
Mr. Speaker, Sir, the Bombay High Court says as follows: against which
they do not dare to file an appeal:—

“The decision of the Textile Commissioner of making bulk alloca-
tion of Rs. 4,50,000 worth of hair belting tops to Respondent
No. 6 (r.e. the Kabir Woollen Mills) on the basis that Res-
pondent No. 6 had the capacity to produce and had in fact
produced hair belting yarn which was of the desired quality
and specification acceptable to the Association and the Mem-
bers of the Association, will have to be regarded as arbitrary,
unreasonable and perverse and if that is so, that order is liable
to be quashed and set aside”.

. They have quashed this order but in the meanwhile all the goods
worth Rs. 4 and a half lakhs of Rupees have been sold in the blackmarket
and the money misappropriated. I have presented before you only one
case. May I also know from the hon, Minister whether nylon worth
Rs. 80 lakhs was imported after the Chinese aggression, out of which
nylon valued at Rs. 50 lakhs has been declared surplus. This stock of
nylon valued at Rs. 50 lakhs which was imported before devaluation was
given to the two units, viz. Arthur Export and Import Agency, and Com-
monwealth Woollen Mills, after the devaluation. My assessment is that
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‘in view of the premium prevailing in the market these two units might
‘have made a profit of about Rs. 6 crores on the stock of 50 lakhs of Rupees.

MR. SPEAKER: Please refer to the question,

SHRI MADHU LIMAYE: Mr. Speaker, the statement consists of 8
*pages. 1 will have to tell you something regarding it, I am quoting two
instance i.e, one is, of the Kabir Woollen Mills and other of the Arthur
Export and Import Woollen Mills. They have transacted business to the
-tune of one and a hall crores and six crores of rupees respectively. There
is no doubt about it that their old policy has been a failure. In his state-
ment it is stated that it was the responsibility of those to whom the raw
wool was supplied and who have converted the raw wool into yarn. The
distribution was also their responsibility. But now they say that distribu-
tion has not been done in time. There was a delay or the full quota was
not supplied and that the quality was not good. I would like to know
whether the hon. Minister will apprise the House of the position in re-
_gard to the percentage of the yarn supplied by us during the last five years
and also in regard to the details of its quality.

He has also stated that the new policy is that of the decentralisation
of industries. Mr. Speaker, what is this decentralisation of industries. I
have a complete list with me so far as hosiery is concerned. It will be
.accepted that Hosiery is a decentralised industry but there are some units
which consume wool even less than 100 pounds. There are also one or
two units which consume even 2 lakh pounds of wool. So the new policy
will result in blackmarketing. The people will sell their quotas of wool
and yarn in the blackmarket. I would, therefore, like to know whether
the hon. Minister is aware that there are about 24 units in hosiery indus-
try which take away 40 percent of their quota. T have a list of about one
thousand units and out of which 24 units take away 40 percent of their
quota. Where is Mr. Qureshi to-day? He is absent. He has a hand in it.
Special quota is being granted for Kashmir and Himachal Pradesh. A
Unit is being established there in a wrong way. Whole of the quota is
distributed amongst them. I would like to know from the hon. Minister
whether he is prepared to refer this whole matter to the Public Under-
takings Committee, Public Accounts Committee or to any Committee of
the House? The three questions which I have raised are not ordinary

-ones, ...
MR. SPEAKER: The hon. Member should conclude now.

SHRI UMANATH: Previously you used to ring the bell during
speeches.  Now vou are ringing the bell even when a question is being put.

MR. SPEAKER: What can 1 do? ) w _
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SHRI MADHU LIMAYE: In his report Shri M. C. Datt has pointed
out a case involving 100 million rupees with your permission I want to-
place it on the Table of the House.

MR. SPEAKER: Let us see afterwards.

SHRI MADHU LIMAYE: He is a Deputy Director—Technical. That
I will have to place it with your permission,

SHRI DINESH SINGH: Mr. Speaker, Sir, you are aware that I never
object to anything. You may direct any Parliamentary Committee to
enquire into the working of my Ministry I will not mind it.

So far as the questions raised by the hon. Member are concerned you
have yourself rung the bell. A number of questions have been asked
together, As regards these questions I would like to say that an enquiry
is being conducted, and after the completion of that enquiry they would
be punished, il found guilty.

SHRI MADHU LIMAYE: Mr. Speaker, Sir, the questions raised by
me have not been answered. You kindly appoint a Committee.

MR. SPEAKER: He cannot say anything now.

SHRI MADHU LIMAYE: There are certain points which have to be
replied by him. These points will not be referred to the Committee. I
am not prepared to accept it. I have asked for the appointment of a
Committee to enquire into these irregularities. The policy matters-
should be answered only by him. I crave for your indulgence. A Com-
mittee should be appointed regarding the irregularities pointed out by
me but the policy matters should be elucidated.

+ MR. SPEAKER: If he wants he can say.

SHRI MADHU LIMAYE: It is my privilege. It is not a matter of his
liking.

-

SHRI DINESH SINGH: The difficulty is that the hon. Member feels-

that this privilege is only meant for him. I would like to submit Sir, that

every Member here has equal rights. =~ Whatever privileges and rights he-

has in the Housc, they all are meant for all the members keeping this in
view a Member should speak here, it is not good talking here in that way.

As regards the question of holding an enquiry, I would submit that:
the House is empowered to get it instituted by anyone.

SHRI MADHU LIMAYE: My question has not been answered. 1 am-.
not going to yield in this way.

MR. SPEAKER: No, no. This cannot be continued. I am on my legs.
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SHRI MADHU LIMAYE: Sir, if you are on your legs then I will sit
-down. But in case the hon. Minister stands I would also not go to
Tesume my seat.

MR. SPEAKER: I am on my legs. He will please resume his seat.
If hon. Members are not satisfied with the answer, they can take to some
other methods or devices to have the matter further clarified, What am
1 to do? As the hon. Minister has said, he has also some rights here. He
says I am not able to give more information.

SHRI MADHU LIMAYE: There is no question of satisfaction in it.
This is our right. Is he not going to reply to the questions raised by us?

MR. SPEAKER: He has said that.

SHRI MADHU LIMAYE: My request is that a reply to the question
aegarding an enquiry should be given.

SHRI RANDHIR SINGH: No answer will be given. What is this?
SHRI MADHU LIMAYE: The questions are asked to get answers.
MR. SPEAKER: I am not allowing it.



APPENDIX II
(Vide para 1.8)

Memorandum submitted by Shri Madhu Limaye, M.P.

The Chairman, 6, Rakabganj Road,
Estimates Committee, New Delhi.
New Delhi. March 18, 1968
Sir,

I have time and again raised in the Lok Sabha issues relating to irregu-
larities, malpractices and corruption in regard to the import of raw
materials by the woollen textile industry and the allocation of products
manufactured by the same industry.

The last time I raised this issue was through a Calling Attention
Notice. I was happy that the Commerce Minister, Shri Dinesh Singh,
conceded my demand for a thorough probe by a Committee of the House
into the affairs of the woollen textile industry.

I am convinced that if the specific cases which I have given below are
pursued to the bitterest end by this Committee, with the help of the other
appropriate investigating agencies of the Government of India, a major
fot bed of corruption, namely, the Commerce Ministry and the Textile
‘Commissioner’s Office will be exposed. Transactions involving millions
and crores of rupees are handled by the Commerce Ministry. The officers
belonging to this Ministry and its subsidiary organisations have made
fabulous illegitimate gains by distributing favours to selected parties,
encouraging trafficking and trading in licences and quotas, allowing pri-
vate parties to build up huge zamindaries and also by exonerating gross,
#lagrant and persistent violations of Government laws and regulations.

The instances that I have given are only illustrative. I have already
«drawn your attention to the Bombay High Court judgment which said
that the quotas/licences issued by the Commerce Ministry and the Textile
‘Commissioner’s office in favour of Messrs. Kabir Woollen Mills was
‘arbitrary, unreasonable and perverse’. It is noteworthy that the Govern-
ment has not appealed against this judgment even though one of its own
decisions has been struck down with such severe strictures. I should like
the Committee to inquire into the reasons which persuaded the Govern-
amnent not to defend its own name and prestige by appealing from the High
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Court’s judgment. And since it has not chosen to appeal, the sub-Com-
mittee should ask the Government to explain the reasons why it has not:
taken action against the Minister and/or officer responsible for such an
arbitrary, unreasonable and perverse’ allocation.

Here 1 would like to utter a warning., ‘There may be an ingenuous
plea by the Commerce Minister and his officers that their policies are in-
tended to serve the interests of the small-scale, decentralised sector. As a
matter of fact, these Ministries and officers have been serving the interests
of only 17 large quota/licence holders within the decentralised sector, as
well as a few individuals within the organised sector.

I shall now take up the specific cases which I would like the Commit-
tee to investigate thoroughly.

1. Nylon Imports—I wish to draw the Committee’s attention to two-
major scandals connected with the import of nylon, where the Commerce
Ministry and the Textile Commissioner’s office in collusion with certain
private parties dispensed favours in an arbitrary manner. I would request
the Committee to call for all the papers in relation to these two cases
and fix the responsibility of the Ministers and officers involved. I would
sggest that the properties and interests of the Ministers|officers involved'
in this aflair and their close relations be investigated by the appropriate:
Government agencies and the illegitimate gains made by such Ministers
and officers of the Government of India may be traced.

(a) In 1962, following the Chinese aggression against India, in the
name of urgent defence requirements, a barter deal was.
arranged, blessed by the State Trading Corporation of India
Lid., between some Japanese suppliers and two Indian firms,
namely, Messrs. R. K. Synthetics & Fibres Ltd., Bombay (Ori-
ginally known as Arthus Import Export) and Messrs, Com-
monwealth Synthetics, Ludhiana. The principal interest in
these two concerns are represented by Mr. Khanna and Mr.
Pun for R. K. Synthetics and Mr. Gupta for Commonwealth
Synthetics. Under this barter deal approximately 14 lac lbs.
of nylon tow valued at Rs. 50 lacs was imported for conversion
into Nylon tops. The S.T.C., after allowing itself a profit of
over 60 per cent fixed the price of the Nylon top to be con-
verted from the said Nylon tow at Rs. 8| per
Ib, The Textile Commissioner issued necessary directives to-
the two converters regarding the price and distribution of the
Nylon tops. Despite the protests made in 1963 the directives.
regarding prices and distribution were suddenly withdrawn and
these two firms were permitted to sell the Nylon tops in the
open market where the prevailing price were in excess of
Rs. 13/- per 1b. In this manner these two firms were assisted
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by the Government Ministries and Officers concerned to make
enormous profits at the expense of the public.

The specxﬁc questions that arise out of this case of blatam favour-
fitism are as follows —

(i) Why allocation of Nylon tow was made only to two parties
by the Commissioner’s officc and why other people were
excluded?

(i) Why did 8. T. C. load the price of Nylon top by an unusual
margin of over 60 per cent? '

(iii) Why were price and distribution controls removed sudden-
ly in 1968 enabling Mr. Khanna, Mr. Puri and Mr. Gupta
to make windfall profit of Rs. 5|- per 1. in addition to the
margm already permmed to them in the ﬁxed price of

Rs. 8- per 1b.?

(iv) Who were the Ministers and Officers responsible for this
sudden decontrol? Whose notings’ are on the files which
resulted in this arbitrary change in policy?

(b) The second case of favouritism with regard to unport of Nylon
relates to the year 1965 when the Indian Woollén' Mills' Fede-
ration was authorised to import about 2-4 la¢’ 1bs." of Nylbn
tow and 2.4 lac lbs of Nylon fibre for manufacture of certain
defence cquipments following the outbreak of conflict with
Pakistan. In 1966 under directive from the Textile Commis-
sioner's Office the Indian Woollen Mills Federation handed
over Nylon Fibres to Messrs. Wallman India Private Ltd. and
Messrs R. K. Synthetics for conversion and return to the Federa-
tion for subsequent allotment to actual users. Did these firms
honour the contracts and if so to what extent? Is it true that
Messrs R. K. Synthetics who were given the first instalment of
10,000 lbs. have not to this date returned the material to the
Indian Woollen Mills’ Federation? And what about the other
party? Did it likewise default on its contract? No action was
taken by the Ministry and|or the Textile Commissioner’s Office
against the parties who made fantastic profits by violating the
procedure laid down and approved by the Government itself.
It may be noted that the convertor firms were authorised to
instal machinery for conversion on the specific and written un-
derstanding that they would not be entitled to any assistance
from the Government of India in the matter of raw material
imports. Specific questions that arise in this connection are:—

(i) Who was responsible for exonerating the parties despite
their violating Government approved procedures? From the
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files is it possible to ascertain the names of the Ministers.
and officers who fovoured these firms.

(i) What action does the Government propose to take against:
the parties even at this late stage in respect of raw material
which these firms have not yet returned?

2. Shoddy Imports: 1 will now take up certain gross irregularities in-
connection with imports of shoddy.

(a) Despite the clear and firm policy of the Government of India
to permit only authorised spinning mills to import shoddy:
rags, 3 firms who did not possess anv spinning capacity what-
soever were allowed to import shoddv rags since 1964. These:
3 firms are:

(1) India Shoddy Mills, Bombay.
(2) Bombay Woollen Waste Factory, Bombay.
(3) Globe Industries, Bombay.

It may be emphasised that the principal interests involved in the case:
of India Shoddy Mills are represented by the same notorious pair of Mr.
Khanna and Mr. Puri, who are also involved in the scandalous case of
Nylon import referred to hereinabove. I would also like to emphasi.
that in the case of Mls. Globe Industries and Mls. Bombav Wool Waste-
Factory, they were given merely nominal licences so as ta cover up the
major allocation made in favour of the notorious pair of Mr. Khanna and
Mr. Puri. The specific questions that arise in this case are:—

(i) Who are the Ministers and Officers whose notings resulted
in the issue of these import licences to the parties who do not
possess spinning capacity?

(i) Which Ministers and Officers are responsible for favouring
Mr. Khanna and Mr. Puri who have an extraordinary pulk
with the Government of India?

(b) The 2nd case of flagrant favouritism concerns Messrs. Hima-
chal Shoddy Mills. It may be noted that this Mill is also con-
trolled by the same notorious Mr. Gupta who has the principak
interest in Messrs. Commonwealth Synthetics who were shown:
extraordinary favours by the Minister and Officers of the Gov-
ernment of India in the case of Nylon imports as mentioned
hereinabove.

Messrs. Himachal Shoddy Mills, a sister concern of M|s Common
wealth Synthetics, were allowed to instal spindles on the spe-
cific written understanding that they would not be entitled to
any imported raw material, but in 1966 this unit was granted
import licences by the Textile Commissioner’s Office.
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The favouritism shown to the said Himachal Shoddy Mills did not
end by merely allocating to them the imported raw material
not due to them. As a matter of fact out of imports made by
the Indian Woollen Mills' Federation under the special im-
port licence issued in the wake of Pakistani aggression certair
allocations were made in favour of Himachal Shoddy Mills
despite protests from other scctions of the industry. The said
party failed to establish letters of credit and give necessary
directions for import to the said Federation within the speci-
fied period.  After devaluation the said Himachal Shoddy
Mills insisted upon receiving the goods at pre-devaluation
price. The Textile Commissioner’'s Office insisted that the
benefit of such exchange coverage should be transferred to the
said Himachal Shoddy Mills. Why did not the Government
itself appropriate this benefit and earmark it for research and
welfare?

Now coming to the new import policy formulated by the Govern-
ment of India, based on the Dcmi-official lctter written by Shri
A. G. V. Subramaniam, Under Secretary, Ministry of Com-
merce, Government of India, dated 22nd November, 1967,
which 1 had referred to in the course of my supplementaries
m the Lok Sabha during its last session, on the Calling Atten-
tion Notice concerning the Woollen industry, Under this policy
Himachal Pradesh has been given a special allocation of im-
ported material under the guise of regional allocation, which
i itself is irregular. An attempt has thus been made to cover
up the favouritism shown to Mr. Gupta of Himachal Shoddy
Mills who are the principal beneficiary of the quota reserved
for Himachal Pradesh. Thus the specific questions that arise
in this connection are:—

(i) Which Ministers and Officers are responsible for
favouring Mr. Gupta of Himachal Shoddy Mills?

(i) Who is responsible for making special allocation of
imported material to Himachal Pradesh?

8. Hair Belting Top Scandal: 1 will now take up the scandal of im-
ports of Hair Belting tops. In 1965-66 Hair Belting tops of foreign ex-
change value of about Rs. 10 lacs c.i.f. were imported and the Textile
Commissioner’s Office arbitrarily allocated these tops exclusively to two
units wiz. Jayashree Textiles, Calcutta and Messrs. Kabir Woollen Mills,
Ludhiana, ‘This allocation was entirely irregular and the Textile Com-
missioner’s Office ignored the applications of other spinners. The interests
discriminated against filed writ petitions in the Bombay High Court
which quashed the allocation made to M|s. Kabir Woollen Mills, saying
as stated abov:, that the said allocation was unreasonable, arbitrary and
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perverse.” I read extracts from this judgement in the course of my supple-
mentaries in the Lok Sabha during the last session.

It may be noted, incidentally that of these two firms, M|s. Jayashree
is a Birla concern.

Mis. Kabir Wuollen Mills is controlled by one Mr. R. K. Soni. The
specific questions that arise in this case are as follows:—

(i) Which Minister and Officer are responsible for the arbitrary
allocation of half the quantity of Hair Belting tops to Mr.
R. K, Soni of Kabir Woollen Mills and the other half to the
Birlas?

(i) What action does the Government of India propose to take on
the basis ol the strictures passed by the High Court?

(iii) Since the High Court did not quash the allocation made to
Jaishrec Textile Industries, a Birla concern, probably because
of the favourable report of the Tariff Commission in regard to
the specialised machincry that this concern possesses, what does
the Government propose to do in order to increase the element
of competition in the matter of conversion of imported Hair
Belting tops into Hair Belting yarn?

4. Regional Favouritism:—I will now take up the matter of unreasona-
ble favouritism with regard to certain regions. During the last two years
a special quota out of imported raw materials has been rcserved for the
State of Jammu and Kashmir, In the new policy announced by the Gov-
ernment of India a special quota has been reserved for the State of
Himachal Pradesh. Thus quotas for these two States have been earmarked
although the units in these States get raw material supplies under the
existing production, distribution and price control of raw material of
varn. As additional benefits to the units in these two States are sought to
be given the specific questions that arise in this connection are:—

(i) Why was the special quota reserved for the State of Jammu
& Kashmir? Is it because the Deputy Commerce Minister hails
from this State?

(ii) Why has a special quota been rescrved for the State of Hima-
chal Pradesh? Is it because of Mr. Gupta of Himachal Shoddy
Mills may be cnabled to make windfall profits?

(iii) Which Minister and Officer are responsible for these capricious
allocations?

(iv) Is it true that becausc of the non-applicability of the Woollen
Textile Control Order to the State of Jammu & Kashmir, cer-
tain industrial units have shifted from the State of Punjab
across the border into the State of Jammu & Kashmir?
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5. Racket of Decentralisation:—Now 1 wish to take up the mess that
has been created by the Commerce Minister and the Textile Commis-

sioner’s office with regard to the matter of allocation of woollen yarn to
the decentralised sector.

(a) During the last 5 years (I am restricting myself to this period
because of the terms of reference for this Sub-Committee of
this Estimates Committee prescribed this limit) quotas of yarn
were fixed for small Hosiery weaving and knitting units in the
decentralised sector. The imports were effected by the large
spinning units in the organized sector and they used to convert
the imported raw material into woollen yarn. Part of the pro-
duction of woollen yarn was allocated to various units in the
decentralised sector by the Textile Commissioner’s Office. This
yarn was to be delivered at prices prescribed by the Govern-
ment of India. But there was no control on the price of the
finished goods manufactured by the decentarlised sector,

Secondly, after the Chinese aggression a special allocation for de-
fence requirements was made outr of the imported raw
materials. The import licences issued to the spinning mills
in the organised sector were reduced on account of separate
fixation of ceiling for defence production. However, no such

reduction was effected in respect of basic periods consumption
of the dccentralised sector.

It may be emphasized that out of the total allocation of yarn to the
decentralised sector approximately 40 per cent went alone to 17 units of
the decentralised sector. The same 17 units were amongst the im-
portant suppliers to the defence services whose yarn quota was arti-
ficially maintained at a high level by the failure of the Textile
Commissioner’s office to deflate their yarn quotas to the extent of their
defence production. This made a mockery of decentralisation.

During the last 2 years there has been a gross failure on the part of
the Textile Commissioner’s Office to fix prices and enforce them. Due to
the failute of the Textile Commissioner’s office to fix reasonable prices and
enforce them the decentralised sector could not obtain yarn according to
its quotas and had to buy the yarn in the open market.

In the last 5 years some of the mills in the organised sector, particularly,
the mills belonging to Mr. R. K. Soni of Kabir Woollen Mills, have

failed to deliver yarn to the decentralised sector, as per the quotas issued

by the Textile Commissioner’s office. No action was taken against these
parties.

The specific questions which arise in this connection arc:—

(i) Which Minister and Officer have shown extraordinary favours
to the 17 large units in the decentralised sector by allowing
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their yarn quotas to remain at the artificially high level despite
the special allocation made in the import policy for defence
requirements?

(ii) Is it true that these 17 units have often sold their yarn quotas
making enormous profits without taking the trouble of con-
verting the yarn into finished hosiery or knitting goods?

(iii) Despite this having been brought often to the notice of the
Textile Commissioner’s office why has this agency given yarn
quotas to all sorts of bogus units particularly in the Ludhiana-
Amritsar region? Has any attempt been made by the Textile
Commissioner’s office to verify whether those parties which had
yarn quotas did possess hosiery and|or weaving andor hand-
knitting wool processing machinery and whether each of them
was utilising the yarn quota for manufacturing finished goods
with their own machinery?

(iv) Has the Textile Commissioner’s office made any attempt to
prevent and to bring to book those who are trafficking and
trading the yarn quotas?

(v) Why has the Textile Commissioner’s office failed to fix the
price of yarn for the last 2 years? Why has it not referred this
matter to an independent authority like the Tarif Com-
mission?

{vi) Why is the Woollen Textile Control Order not being en-
forced?

(vii) Why has the Textile Commissioner’s office consistantly fa-
voured the units owned by Mr. Gupta and Mr. Soni and
others?

(viii) Why has an independent authority not investigated the re-
lation subsisting for the last few years between these parties
and the Ministers and officers concerned?

(ix) When the yarn was to be supplied to the hosiery, weaving
and hand-knitting units at controlled prices, why was the
price of their finished products not controlled? How in the
abeence of price control on finished products, could the in-
terests of the consumer be protected?

(x) Why under the guise of helping the decentralised sector con-
sisting f # thousand and more units, the Commerce Ministry
and the Textile Commissioner’s Office have consistantly favour-
ed the 17 large hosiery and knitting units who are the princi-
pal beneficiaries of the quota system?

6. Kabir Woollen Mills:—This Unit is a great favourite of the
“Yextile Comissioner and the Commerce Ministry. This unit had taoder-
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mised some ot its old spindles and made representations that on moder-
imisation the production capacity of its spindles has gone up by about 3
stimes. On such representation, after making a sham inquiry, the autho-
rities increased the actual users import licence entitlement to this
wnit by 3 times. Although many other units had also modernised, simi-
lar treatment was not given to them. It appears that this information
‘was not communicated to the industry and therefore there
:are no protests from the industry and therefore there are no protests
from the industry for lack of knowledge of this favouritism.

The Committee should, therefore, find out whose notings enabled
ithe Kabir Woollen Mills to obtain additional actual users allocations
.and licences on the basis of modernisation?

7. About the Model Woollen Mills I have already sent to the Com-
‘mittee a copy of my letter to the Commerce Minister. The allegations
«contained therein are of a serious character,

In all the above mentioned specific cases, including the Model Wool-
len Mills affair, are examined in depth by the Sub-Committee, I am
sure that a closely connected net work of corruption will be discovered.

Sd|- MADHU LIMAYE.
Annexure to Appendix 1I

Copy of letter, dated 6-9-1967, to Shri Dinesh Singh, Minister
of Commerce
Bombay,
6th September, 1967.
“Dear Mr. Dinesh Singh,
This is in continuation of my letter of 26th August, 1967 in regard
to the charges against the Textile Commissioner, Bombay

1 wish to bring to your notice three additional matters in which the
Textile Commissioner is personally implicated.

(1) This relates to the import of raw wool after the declaration of
national emergency in 1962, licences for which were issued in the name
of the ‘Woollen ‘Mills Federation, as per the advice of the Textile Com-
-missioner and four Wool Advisers viz. (1) B. M. Grover (Model Woollen
Mills), (2) G. K. Singhania (Raymond Woollen Mills), (3) R. K. Birla
(Digvijay Woollen Mills), and (4) V. Galloway (Lal Imli Woollen
Mills, Kanpur),

The Government appointed Mr. I. B. Dutt, Industrial Adviser, to
the Textile Commissioncr, as Wool Controller. A sum of Rs. 8 lakhs
‘was sanctioned for the purpose and the Advisers were sent abroad to
taake purchases of raw ‘wool.
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I understand that the said delegation arranged to purchase raw wool
abroad at prices very much higher than the prevailing International
prices. The usual procedure of direct import by actual users was dis-
pensed with, and this, I am told, has caused great loss of foreign ex-
change to the country.

Besides the quantity imported was less than the total foreign ex-
change allocated for the purpose.

The raw wool imports were sanctioned for the purpose of producing
goods for defence services. In fact a large part of the wool was used
for producing goods for civilian consumption. The price of raw wool.

was only 80 to 90 pence i.e. Rs. 4|6 to 5 per pound (Pre-devaluation).

The finished goods of 12 ounces quality require about one pound
wool per metre. These goods were sold at Rs. 40 to Rs. 70 per meter
against the manufacturing cost of only Rs. 4 to Rs. 5 per meter. Thus,
the profit margin was anything between 400 to 700 per cent.

The order for hosiery goods and woollen cloth were at prices nego-
tiated between the Wool Adviser, Textile Officers and D.G.S.&D. and
bulk of the orders were placed with the concerns controlled by the Wool.
Advisers themselves,

It was found that when after the cecession of the hostilities with:
China tenders were invited as usual, the same goods were offered at very
much lesser prices. The negotiated prices were the same at which
D.G.S&D. was purchasing such goods before the Chinese aggression. The
vital difference between the previous orders and orders placed after the
emergency was that whereas in normal  times the manufacturers pur-
chased raw material on their own and had to Pay a prcmmm of 200-
to 300 per cent for the same, after the emergency the raw material was.
allowed to be 1mported by ti\e Covcmment and the negotiatéd prices.
should have taken this fact into account plus the cost of manufacture-
and reasonable profit,

Further, bulk of the kluanmy imported was of 56s wool top which:
could be made from Indian raw wool, though the products would have
been of lower quality, The defence services, however, required wool
of 64s variety. Therefore 56s wool top was found surplus and later
on was distributed to the mills controfled by the wool advisers, completely-
ignoring the requirements of other mills in the country. As a matter
of fact, the surplus wool top should have been distributed to all the
mills on pro«rata basis.

When CBI started investigation into this affair, the Wool Director.
who had connived at these dealings was allowed to leave the Govern-
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ment Service and was absorbéd as Secretary Genmeral of the Woollen-
Federation, whose Chairman happens to be the Wool Adviser. Mr. B, M.,
Grover of Model Woollen Mills, Bombay. The said Director has been
receiving fabulous salary and other firing benefits. He should never
have been allowed to leave the service till the results of the enquiry had
been published and he had been found innocent.

2. In connection with the affaiss of the Model Woollen Mills may 1
draw your attention to the report submitted by the Deputy Director in
the Textile Commissioner's officez This Officer made an on-the-spot
investigation and held that 50 thousand pounds of 2|15 and 1/10s
worsted yarn should not have been allotted to them as was done by the-
Textile Commissioner’s office. [Vide letter No. DS (W 17|72]63:64) 83,
dated 2-1-64 as the mill was itself a spinning mill.]

This allotment gave them a benefit of Rupees one million, since
the control prices of the above yarn varied from Rs. 17.55 to 18.97 per
kilogram. The firm utilised this yarn-to produce worsted cloth by
converting the silk looms to woollen looms, The conversion cost did’
not exceed Rs. 5 per meter, and allowing commission charges for sale
of another Re. 1, the manufacturing cost comes to Rs. 14 per meter
against the minimum sale price of Rs. 85 per meter. With 50 thousand”
pounds of yarn at least 50 thousand meters of worsted cloth can be-
manufactured,

THe conversion of art silk looms into woollen looms was illegal. Even:
for defence purposes this conversion could not be made and this parti-
cular cloth was not produced, be it noted for defence purposes: There
are notitigs on the file in which it has becn stated that the T.C. had’
given the Mill permission to produce defence goods on the converted
looms when the excise people had objected and Deputy Director up-
held the objection. This relates to the clearance of 90000 meters of’
civilian woollen vide letter No. DS (W.7) |72|9432-33, dated 24-9-63. Mr.
Doraiswamy had ordered that not only this cloth be allowed, but that
the Mills further production of two months should be exempted. As a
matter of fact the Model Woollen Mills continued to produce such cloth
even after the expiry of the two months period.

I understand that a CBI inquiry has been ordered in the matter. I

would like you to intervene personally and put stop to this policy of’
hush hush in regard to the activities of the Textile Commissioner.

3. 1 understand that several Birla Mills have filed a suit against the
Government for their having levied extra excise duty on the sarees etc.
produced by these mills. The gains made by the Birla Mills were of’
a three fold nature.
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1. By producing sareces of shorter length and width a saving was
made in consumption of cotton.

2. They paid less excise duty since the sarees passed as controlled
items.

3. Since these sarees were sold at controlled prices, the difference

;between these prices and the lesser cost incurred on production these
varieties because of shorter length and width was also pocketed by the

ymills.

I understand that at the Conference of the Central Excise that was
.recently held in Delhi a minor Officer, Mr. Vaidyanathan, was allowed
.to represent the office of the Textile Commissioner and all the superior
.officers were completely ignored. This has become a scandal in the office
‘of the Textile Commissioner and every employee is loudly talking about
.the favour shown to the officer by Mr. Doraiswamy,

It is obvious that the Textile Commissioner and the vigilence

Officer-cum-Jt. Textile Commissioner are in league and are trying to
.suppress the facts. It was this vigilence Officer who submitted the Dutt

report to officers against whom the main complaint had been made. This
‘was very unfair. Unless these officers are suspended|removed from the
present posts, no real enquiry can be heldi Who could dare to give

evidence against his superior officers?

I would, therefore, urge upon you to take immediate action by way
of suspension or transfer of the officers concerned.

Yours sincerely, -



APPENDIX III
(Vide para 2.34)
(1) PRESS NOTE DATED 5TH NOVEMBER, 1960

Unauthorised Powerlooms

Owners of powerlooms engaged in the production of cotton, woollen,
.rtificial silk and staple fibre fabrics were required to obtain registra-
dion certificates form the Textile Commissioner under the Textile Con-
trol Orders before a prescribed date. The installation of new power-

Jlooms was at the same time prohibited except under a special permit
issued by the Textile Commissioner.

2. While registration certificates related to the looms installed andjor
working before 80th November, 1956, the installation permits were grant-
.ed only in the case of transfers of registered looms from one owner to
another either by sale or under a lease deed. In view of the small num-
ber of powerlooms registered within the prescribed period, applications
for registration were permitted even later on payment of a late fee of
Rs. 10 pr loom. It was found, however, that many of the applications
received related to powerlooms installed after 1956 without having ob-
-tained any permission from the Textile Commissioner. In order to ascer-

tain the exact position, a census of all unregistered powerlooms was held
by State Governments last year.

3. The installation of powerlooms without obtaining a permit from
the Textile Commissioner is a contravention of the Textile Control
Orders and the question of prosecution of the owners under the Essential
-Commodities Act, 1955, has been under the consideration of the Gov-
ernment. It has been represented that the prosecution of the offenders
and the imposition of penal tie will entail hardship to the large number
of weavers engaged in these units. After careful consideration, the Gov-
crnment of India have decided that a lenient view may be taken by
regularising the unregistered powerlooms through the issue of formal

.permits from the Textile Commissioner subject to certain conditions re-
tferred to below.

4. Accordingly the following decisions have been taken:—

(i) All unregistered powerlooms which were declared in the cen-
sus alrcady held by the State Governments cr which were in
existence on the 31st October, 1960, and were working with
an excise licence issued before that date, shall be granted an
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opportunity to obtain a permit from the Textile Commis-

sioner for continued operation under such conditions as may
be prescribed by him.

(if) Every owner of an unregistered powerloom which was in
existence on the 31st October, 1960, should submit to thc
Textile Commissioner an application (in triplicate) in the
prescribed form for a permit, so as to reach him by the 30th
November, 1960. The application should be accompanied by
a certificate issued by the appropriate Central Excise Autho-

rity that the Jooms in question had been licensed under the
Central Excise Rules before the 51st October, 1960.

(ili) Each application should be accompanied by a Treasury Re-
ceipt in respect of a fee at the rate of Rs. 500 (Rupees Five
Hundred) per unregistered powerloom. The Textile Com-
missioner may make a refund in the case of looms which
were installed before 30th November, 1956, and in respect
of which an application for registration had been made withr
a late fee of Rs. 10 per loom, if satisfactory evidence is adduc-
ed to show that the looms in question had been in the pos-
session of the applicant before 30th November, 1956.

Unregistered powerlooms in respect of which an application
for permit have not been received before 30th November, 1960,.
under item (ii) above, will be sealed and their owners pro-
secuted for a breach of the Textile Control Orders. The
penalties prescribed for such breaches include imprisonment
and fine, besides confiscation of the looms.

(iv)

(v) The grant of permits to untregistered powerlooms will not
entitle the owners to claim, as a matter of right, allotment of
any quota of indigenous or import art silklor other non-
cotton yarn. They will, however, be able to avail themselves-
of any import entitlements for yarn which they may earn un-
der the export Promotion Scheme.

(vi) In future, no new powerloom will be allowed to be installed
except in cases where it is required for the purpose of impart-
ing vocational training in any educational institution or for

some other special purpose approved by the Textile Commis-
sioner.

5. Suitable provisions have already been made in the Textile Control
Orders restricting the sale, purchase, lease andjor installation of any
powerloom without prior permission of the Textile Commissioner. This
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fesuiction applies to all Textile Mills and powerloom factories as well
@s to dealers in powerlaoms and manufacturers of powerlooms who are
warned that failure to obtain prior permission of the Textile Commis-
siner before the sale or the offer to sell or the purchase of any power-
iooms or side frames of pewerlooms will render them liable to prosecu-
uon, imprisonment and fine and confiscation of the powerlooms.

0. The above decision together with the details of the procedure for
ahe issue of formal permits regularising the unregistered powerlooms and
the prescribed form of applicatjon are being communicated forthwith
by the Textile Commissioner to all State Governments, powerloom as-
-sociations, and other Chambers of Commerce and Trade Associations, The
prescribed form of application for permit for unregistered looms may be
-obtained from these agencies or from the Office of the Textile Commis-

sioner (Powerloom Branch), Hararwala Building, Wittet Road, Ballard
Istate, Bombay-1. )

‘Goyvernment of India,
Ministry of Commerce % Industry,
(Branch Secretariat),
Office of the Textile Commissioner,
Bombay, the 5th November, 1960.

(2) PRESS NOTES DATED 26TH DECEMBER, 1960
Unanthorised Powerlooms
Revised Policy for Registration

The Government of India’s policy regarding regularisation of the
lurge number of unauthorised powerlooms in different parts of the
country was announced in a press note issued on 5th November, 1960.
The principal condition for the issue of permits to the owners of such
loors with a view to save them from the consequences of prosecution
for contravening the Textile Control Orders was that a fee of Rs. 500
was payable for each powerloom acquired or installed hefore 3lst Oct.o-
ber, 1960, without a permit or registration certificate from the Textile
Commissioner.

9. Several representations have been made to Government that
this fee of Rs. 500 per powerlooms acquired and installed without per-
mission was too heavy to be borne by the numerous owners running
their looms on a small scale for their livelihood, particularly the owners
of the tape and ribb:n looms run on a cottage industry basis, On 2
careful review of the position, the following decisions of Government
are announced:—
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All powerlooms, including a pedal loom run with a small
horse-power motor attached, producing wearable and non-
wearable fabrics, acquired or installed on or before the 31st
October, 1960 without a permit under the Textile Control
Orders, will be regularised by the issue of permits by the
Textile Commissioner, on application made to him in the
prescribed form, which should be accompanied by a Trea-
sury Challan for a fee of Rs. 100 (one hundred) per power-
loom. This fee might be paid in a lump-sum alongwith the
application or in three instalments, Rs. 50 being paid with
the application and Rs. 25 at the end of the first and sccond
quarters respectively. .

Powerlooms producing tapes, ribbons and newar acquired
or installed before 31st October, 1960 without a permit from
the Textile Commissioner will be issued permits on appli-
cations made to him alongwith a fee of Rs. 25 (rupees
twenty five) per tape|ribbonjnewar loom to be paid im
lump-sum with the application,

Persons who acquired or installed powerlooms before 3lst
October, 1960 but had not put them into operation for one
reason or the other, are permitted to apply for registration
enclosing a certificate by the Collector of the District or the
Local Superintendent of Excise certifying the existence of
the loom before that date, in the possession of the applicant.

No installation of any new powerloom shall be permitted
even though the person may have applied to the Textile
Commissioner before 81st October, 1960, for permission to
install it and had refrained from doing so.

The applications for registration should be accompanied by
an Excise Licence. The Excise Authorities have been re-
quested to issue such licences even though the applications
for such licences were made after 31st October, 1960, provided
the Excise Authorities were satisfied that the looms had
been in existence before that date. Tn cases where the ex-
cise licences were issued in the names of persons other than
the owners, the applications should be accompanied bv a
certificate from the Excise Authorities that the looms have
been in the possession of the owners.

The time permitted for making applications for registratior
according to the press note issued earlier has been extended
till the 15th March, 1961.
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(7) Applicants who had submited applications before 31st Octo--
ber, 1960, for registration of looms which were in their pos-
session before 30th November, 1956, and who have not been-
given registration certificates for want of satisfactory evid-
ence about the existence of the loom before 30th Novem-
ber, 1956, shall also submit fresh applications again,
with the fees prescribed at (1) and (2) above. If it was-
established that the looms had been in existence prior to-
30th November, 1956, the excess amount would be refunded.

(8) Applications in regard to powerlooms in existence bcfore-
30the November, 1956, made after the 31st October, 1960, .
should be accompanied by a fee of Rs. 100 or at least by
the first instalment of Rs. 50 and, in the case of a tape,
ribbon or newar loom, by a fee in full of Rs. 25 per loom;
and if it was established that the loom had been in existence-
prior to 1956 the excess amount over Rs. 10 would be-
refunded.

(%) No application for the sale of newly registered loom shall
be entertained for a period of two years from the date of
permit by the Textile Commissioner.

(10) Powerlooms acquired or installed before 31st October, 1960
and in respect of which no application for registration is-
received by the Textile Commissioner in accordance with
the above conditions before 15th March, 1961 and power-
‘looms acquired without prior permission from the Textile
Commissioner after 31st October, 1960, shall be sealed by
the authorities empowered to do so under the Textile Con--
trol Orders.

8. The Government of India wish to reiterate that the regularisation
of the unauthorised powerlooms by the issue of permits is only by way
of protection from prosecution of the owners for having contravened
the Textile Control Orders. No new powerlooms are permitted to be:-
installed in future.

Government of India,

Ministry of Commerce & Industry,
Branch Secretariat,

Office of the Textile Commissioner,
Bombay-1, the 26th December, 1960.



APPENDIX IV

(Vide para 2°84)

List of Defaultirg Mills
:S. No. Name of the Mills Percen-
tage of the
obligation
which was
in default.
1 2 3
1 M/s. Ahmed Woolllen Mills; Bombay x7-33~
2 Amritsar Rayon & Silk Mills, Amritsar 00-36
3 Bombay Fire qu-_stcd Mfrs. Thana 10°58
4 »  Bergal National Textile Mills, Calcutta 055
5 Bhérat Woollep Mills, Calcutta . 0-34
6 »  Bumbpy Woollen Mills, Bombay 1-80
7 » Commonwealth Spg. & Kat. Mms Ludhiana 8:39
8 ,, Dhruva Woallen Mills, Bombay 579
9 »  Fine Spinrcrs Amritsar 0'99
10 5 G- M. Worsted Spinpirg Mills, Amritsar - 4°01
b § SR Gokalchand Rattanchand Woollen Mills, Bombay 0-08
12 5, India Woollen Textile Mills, Chheharta 10°79
13, International Woollen Mills Luhiana 4°91
14 Jayashree Textiles & Industries, Rishra 39 62
15 5 Kapoor Spg. Mills, Amritsar 0°48
16 33'58

Kabir Woollen Mills, Ludhiana
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a 3
127 M/s. Lal Woellen & Silk Mills, Amritsar 5-23
18 Model Woollen Mills, Bombay 8:37
1 7- J Kay Kay Woollen Mills, Thana 17-21
20 5 M. H. Spinners, Amritsar . 32:99
21 ,  New Era Hindustan Woollen Mills, Ludhiana 6-04
22 ,  Nagpal Woollen Mills, B.mbay . o‘or
23 5  Oswal Woollen Mills, Ludhiana . 10-23
24 5 Oswal Spg. & Wvg. Mills, Ludhiana . 1020
25 »  Oriental Carpet Mfrs., Amritsar 015
26 ,  Padamas & Co., Ludhiana . 1-84
27 »  Punjab Worsted Spg. Mills, Chheharta 3:42
28 5 " Pearl Woollen Mills, Ludhiana . 10°09
29 5  Panipat Woollen & Gzneral Mills, K harar 23°43
30 »  Raymond Woollen Mills, Thana 4-91
31 »  Shree Dinesh Mills, Baroda 0-03
32 S. P. Worsted Spg. Mills, Verka. 449
33 s  Star Woollen Mills, Ludhiana 7°53
34 » Su;;reme Woollen Mills, Ludhiana 2°29
35 »  ShriDigvijaya Woollen Mills, Jamnagr 133

266 (aii) LS—16.



APPENDIX V:

R (Vide para 3.16) eyt

"~ RESOURCES COMMITTEE K
(1962-68)

Composition

The Resource; Committee will consist of the representatives of
(a) Ministry of Commerce and Industry.
. . . Convenor
(b) Ministry of Works, Housing & Supply J
() Ministry of Defence.

(d) Ministry of External Affairs—who will attend the meeting of
the Committee when commodities for import from abroad
are under discussion. ‘

(¢) Ministry of Finance.

(f) Ministry of Food and Agriculture..

(g) Ministry of Health.

(h) Ministry of Irrigation and Power.

(i) Ministry of Labour and Employment

() Ministry of Railways (Railway Board).
(k) Ministry of Scientific Research & Cultural Affairs.
(1) Ministry of Mines & Metal.

(m) Ministry of Heavy Industries and Steel (Department of
Iron and Steel).

(n) Ministry of Heavy Industries and Steel' (Department of
Heavy Industries).

(0) Ministry of Transport and Communications. (Department of
Transport) .

(p) Controller General of Defence Production.

(9) Representatives from other Ministries to be co-epted as and
when - required.
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APPENDIX VI
' [Vide para 3.16 (13)]
Recommendations for Gearing up the Woollen Industry to Meet
Defence Requirements (Report of Study group).

Measures to be taken to meet the Defence requirements in regard
to woollen items, were discussed with the representatives of all the sectors
in the woollen industry on the 15th, 16th and 17th November, 1962. A
Committee of Advisers consisting of— ‘

(i) Shri R. K. Birla, Chairman of the Woollen Development
Council;
(ii) Shri G. K. Singhania, President of the Federation of Woollen
Manufacturers Association;
(iii) Shri B. M. Grover, Chairman of All India Woollen Mills
Association; and
(iv) Shri V. Calloway of the British India Corporation
assisted the Controller of Woollen Textiles during these discussions,
Representatives of the Ministry of Commerce & Industry, Directorate
General of Supplies & Disposals and Directorate, Research & Develop-
ment (General) were also present.

2. The optimum capacity of the industry in regard to the various
items of Defence requirements and the actual requirements of Defence
and other higher priority indentors, as assessed by the Committee are
as indicated below:

Item Total Maximum Offered

demand capacity with out
(annual) assistance

Cloth (in lakh meters)
Sarge Battledress . . . . 34°87 46°25 1579
Shirting Angola(30’’) - . . . 76-16 132°16 38-48

Great Coat Cloth . . . . 39-67 11°94 3:32
Pile Fabric . . . . . §-00 §:00 0-75
Barrack Blankets . . . . 42°10 36°324+ 13°58
3°00
convertible to
Drab’ Mixt,
Hosiery (in lakh pes.)

Jerseys - . . . . . 15-17  111°€0 5-40
Socks (in pairs) . . . . 85-14 195°00 15-00
Vests . . o . . . 17-00 60.48 300
Caps Comforters . . . . 10°00  II2'24 4°00
Gloves (in pairs) . . . . 10-00 32-06 050
Underpants - . . . . 15-00 36-24 3-00
Caps Balsclava ° . . . . 2-00 52:02 1°50
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Raw Material Requirements

3. It has been worked out that the total raw material requirements
for manufacturmg these items would be as shown below:

(a) Wool Tops 17-8 Million Ibs (Rs. 10°68 crores)
(b) Cﬂ!‘dbd Indian Wool - . ° 391 ”» 15°64
(c) Nylon Fibre/Two/To S . c I3 »  (Rs.0°52 , )

(d) Cotton (long staple) | . « I°0 » o060
(e¢) Dyes & Chemicals . . . . 062
28:06

Estimate of Imported Raw Materials

4. It is estimated that some quantities of raw materials will be
available for immediate use provided the licence holders are permitted
in advance to utilise their licences for the value of Rs. 2.5 crores ear-
marked for the period April-September, 1963. This is an urgent
necessity as almost all the licence holders have already utilised the first
half of the full year’s licence for importing superior types of wool|wool
tops which are not normally required for Defence requirements. The
value (Rs. 2.5 crores) could be utilised for importing about 4.0 million
Ibs. of raw wool|wool tops of the required varieties for making Defence
clothing items. In addition, the Committee has estimated the current
availability of Indian wool tops and such Indian wool as is useable for
meeting these requirements at 3.5 million lbs. and 12 million lbs. valued
at Rs. 2.1 crores and Rs. 4.8 crores respectively, in addition to about 8
million Ibs. of shoddy yarn valued at about Rs. 2.4 crores. The entire
quantity of cotton required valued at Rs. 0.6 crores will be found from
existing resources. In the opinion of the Committee, even though the
above estimate of availability of raw wool|lwool tops from indigenous
sources was optimistic, the import of the following quantities of wool
tops, raw wool, nylon fibre|tops and dyes and chemicals, is inescapable:—

To be imported

Value
(m.lbs) (crores)’

Il

1. Wool tops (mainly 48s and 56s cross bxed and

some qty. of 64s) .° . 10°2 6:12
2. Raw Wool . . . . . . 19°I 7:64
3. Nylon Fibre/Tops =+ =+ - =« I3 052

4. Dyes & Chemicsls . . . . . 0.62 14°90
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Import of Spare Parts and Accessories

5. In order to meet the Defence requirements in full within a
specified period, the industry will have to work three shifts. Most of
the machinery in the woollen industry is very old and unless spare parts
and essential accessories are made available immeédiately, the industry
will not be in a position to step up production and deliver the goods in
time. As the machines will be worked intensivély, spare parts will have
to be allowed on a more liberal scale than is being allowed at present.
The total value of the spare parts and accessories required by the
industry as a whole has been worked out at Rs. 1.25 crores. Although
the woollen mdustry would require immediate modernisation, it was
considered that in the present context it would be desirable to use the
existing machinery to the maximum advantage by providing the

immediate requlremcnts of spare parts and accessories rather than
attempt at wholesale modernisation.

Increase in Wool Combing Capacity

6. The Committee examined in considerable detail the existing
combing capacity in the country and considered that it was essential to
increase the capacity so that more imported|Indian wool could be
combed. At present, we have to import larger quantities of wool tops
mainly because of the limited combing capacity available for combing
wool.

7. The question of exploring the possibility of stepping up wool
top production capacity with a view to meeting the immediate needs,
may be examined by the appropriate authorities and wherever this
could be achieved without considerable expenditure of foreign exchange,
it should be welcomed. From the details furnished to the Committee
it appears that there is considerable scope in this direction. It would be
desirable to allow existing units back process and securing, top-dyeing and
essential spares for versatility of production of different varieties, It
was also considered advisable that such of those composite units as were
desirous of installing combing capacity for purpose of balancing their
production, should be assisted in doing so as this would ensure contmuxty
of production.
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Estimates of Availability of Indian Wool

8. The Committee considered carefully for purposes of making
fabrics and other woollen items. Out of total estimated annual yield
of 69 million lbs. in greasy state, the maximum quantity of Indian wool
(including Bikaner wool, some other Rajasthan wools and other cate-
gories of Indian wool). that could used for defence requirements and
civilian requirements would not exceed 17 million Ibs. although even
this considered as a high estimate. Out of the balance, the carpet
industry which earns a foreign exchange of Rs. 4 to 5 crores, consumes
about 15 million lbs. The hand spinning industry and other miscel-
laneous cottage industries consume about 5 million Ibs leaving a balance
of 30 to 35 million lbs. in the greasy stage which is exported. Until
improved methods of shearing and grading are introduced, the actual
quantity of Indian wool that can be utilised for combing may not exceed
5 million lbs. at present. The International Wool Secretariat has sent
out a few experts in connection with setting up an Institute at Rajas-
than and the State Government has also taken steps for training of a
large number of graders and also for imparting triining for shearing.
With the improvement in quality and proper grading, it should be, in
the long run, possible to step up somewhat the production of the type
of Indian Wool which may be used for worsted fabrics or hosiery. This
is no doubt a long term project and may yield only limited increase.

Exports of Raw Wool

9. The Committee also examined whether it would be worth while
to divert for domestic consumption the quantity of raw wool that is
now being exported. The type of wool that is now being exported is
used mainly for producing carpet yarn and being brittle and of short
fibre, it is not likely to be utilised for clothing purposes. Having regard
to the foreign exchange that is being earned by the export of raw wool
and the possibility of importing crossbred wool of 48s and 56s at a price
slightly cheaper than the price earned by our wool in the export market,
it was considered inadvisable to stop such exports. It will only make us
lose forcign exchange earned by exports without any corresponding
increase in local requirements. From the point of view of machine
activity also, the Committee thought that imported raw wool of 48s and
56s would ensure even spinning and greater productivity with con-
siderably less wastage. It it also essential that we should not lose con-
tact with our traditional customers, particularly in view of the experi-
ments in the larger use of synthetic materials in the making of carpets.
Once we loss touch with these markets, it is unlikely that we will be able
to recover them at any time. Taking into account the financial
advantages of exporting this type of wool, which is not of much use to
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cus, ‘and the availability of fairly good quality of wool at cheaper prices
‘from abroad, it is to our advantage both from short term and long term
wview that exports to ‘the extent of our surplus in Indian wool are
maintained.

Export of Woollen Textiles

10. In  this context, the Committee also considered the question
‘whether export commitments entered into by the manufacturers of
fabrics and hosiery items should be allowed to be honoured or whether
there should be a ban on such exports. The total capacity that is
.available to us in ‘both weaving and knitting is far more than the
«capacity required for meeting the entire Defence requirements in most
«of the items. Even spinning capacity is reasonably adequate. The
«Committee also took note of the fact that the incentives available under
+he expart promotion schemes, provide for the import equal to 100 per
~cent f.0.b. value of the goods in the form of wool, wool tops and woollen
warn etc. and therefore such exports will not in any way affect the availa-
bility of raw materials for Defence or even Civilian requirements.
Instead, it would help in maintaining some of the units which may other-
wise have ro be partially idle.

Production of Woollen Industrial Fabrics etc.

11. Some of these manufacturers, are at present supplying items like
felt and other industrial requirements to be used by the various indus-
tries. ‘In view of the need to step up production in all the sectors, it
‘was considered that the industry should continue to meet these require-
‘ments and in fact should be prepared to step up production of these if
such a necessity arises.

Production of Carpet Yarn

12. The Committee was also of the view that spinning ot carpet yarn
should be maintained at the present levels with a view to ensuring that
sexports of carpets are maintained. As a result of certain additional
incentives recently allowed, it is expected that the exports of carpets
will 'be stepped up, and it was considered that the industry would not
'be handicapped for want of adequate quantities of carpet yarn.

Supply of Hand Knitting Yarn

18. The Committee considered that in the present circumstances it
‘would be far more cheaper and expeditious to have machine knit jersies
and other hosiery items required by Jawans, in preference to hand knit
articles. The production of hand knitting wool would be at the cost
-af hosiery 'yarn. However, in view of the public enthusiasm and spirit
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of voluntary effort shown by women's and other welfare orgamisations,
it was tfuought desirable that adequate quantities of hand knitting wook
should be” made available to these organisations and the knitted goods

prepared by these voluntary organisations either from hand knitting
yarn or hosiery yarn.

Import and Distribution of Raw Materials

14. The question of feeding the industry with raw materials for
defence requirements and the mechanics of such operauons was tham
discussed. If raw woollwool tops arc obtained on a Government-to-
Government basis, it will be necessary to give a detailed break-up of the
quantities and varieties required for meeting the Defencc réquirements.
In that case, the wool will have to be imported by a central agency and
dxstributcd to the various units which have accepted orders from the
DGS&D with due regard to the size of the orders placed on them. Any
central agency that undertakes this distribution will have necessarily to
be assisted in the matter of seléction of different varieties of wool|wool
tops, quality of dyes, etc. and will have to make adequate arrangements
for storage and distribution to the units located in the different parts of
the country, This may also result in avoidable delays as the transport
position is not particularly easy. The risk of deterioration in quality
and damage as a result of attack by insects, will also have to be taken
into account.

15. The other alternative would be to import the raw materials.
as gifts or against credits or release of foreign exchange or under any
other agreement as may be decided by Government, and issue licences
to the manufacturing units against orders placed by DGS&D. Care will
be taken to ensure that the raw wool|wool tops are utilised only for
the purpose for which they are released against finished goods purchased
by DGS&D under specific orders. The Textile Commissioner’s officers as.
well as the Defence Inspectorate would exercise legal as well as administ-
rative control in this matter. This will have an added advantage in
that the manufacturers will be able to select the type of wool most suited
for making particular fabrics and the responsibility for importing and
storing wool would entirely be theirs. This will eliminate any possible
complaint that the wool given was not of the type suitable for making
a particular fabric.

16. On a balance of considerations, it would appear the second
alternative referred to in para 15 would be more suited in the present
emergency. Thus, instead of a controlised import, a link type import
arrangement as in para 15 will be more practical and advantageous. A
block allotment of foreign exchange may be placed at the disposal of
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the DGS&D who would issue recommendations to the Joint  Chief"
‘Coiitroller of Imiports in consultation with the Controller of Woollen.

"Textiles. This will also ensure that production in all stages is properly
coordinated.

Capacity likely to be surplus for Lack of balancing Machinery

17. So far as the composite mills are concerned, the spinning capacity
is adequate to match their weaving capacity required for meeting these:
orders. It is likely that in some cases, part of the spinning capacity may
have to remain idle for lack of the balance proparatory capacity.
Similarly, some weaving capacity may be surplus in certain other units.
as the type of looms now available are not all suited for making heavy
type of fabrics which are required by Defence.

Control over the Combing Industry & Availability of Indian Wool Tops

18. Adequate powers have now been vested in the Controller of
Woollen Textiles to have proper check over the combing units. The
combing units have agreed to deliver tops to such persons as may be
specifid by the Textile Commissioner or lay other officials nominated by
him. It is envisaged that tops will be delivered only to such of the
manufacturing units as have accepted orders from DGS&D.

19. Two or three combing units which have experience in the line,
have agreed to undertake the responsibility for buying Indian wool and
converting it into tops and deliver such tops to the consuming units,
instead of undertaking piecemeal commission jobs. This would make
matters considerably easy and it will also ensure that there will be no
unhealthy competitive buying. As the purchase operations will be
canalised through two or three agencies, instead of a large number of
persons, it will have the effect of voluntarily regulating the prices of
Indian wool and will arrest any upward tendency of prices.

Price Control Over Indian Wool

20. It was not considered necessary at this stage to impose any price
control on Indian wool. The position may be watched for some time
and reviewed after three or four months. The processing charges to be
charged by combers will however, be fixed by the Textile Commissioner,.
if necessary for commission combing.

Supply of Shoddy Yarn and Hosiery Yarn

21. The Textile Commissioner will have to make arrangements for
adequate supplies of shoddy yarn and hosiery yarn to the manufac
turers of admixture blankets in the decentralised sector and hosiery
industry respectively. This requires detailed planning and is being
attended to.
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Quantity for which DGS&D can place Immediate Order

22. The quantity of raw materials immediately available for manu-
facture of defence requirements is likely to be equal to the production
of the following quantities of the various varieties:

Cloth
(in lakh metres)

.Serge Bottle dress . . . . . 1579
‘Shirting Angola (30™) . . . . . 3848

<Great Coat Cloth . . . . . 3-23

Pile Fabric . . . . . . . ‘075
Barrack Blankets . 13°53 Nos.
Hosiery (in lakhe)
Jerseys - . . . . . . . 5:40 Nos.
Socks . . . . . . . . 15°00 (p3irs)
Vests . . . . . . 3:00 Nos.
Caps Comforters . . . . - . 4-00 Nos.
Gloves . . . . . . . 0°50 pairs
Underpants . . . 3°00 pairs
“Caps Balaclava - . . . . . . 1°50 Nos.

This is subject to the condition that licences for the period April-
September, 1968, are permitted to be utilised immediately so that raw
materials would become available within the next one or two months.
‘These licences will be utilised mainly for the import of 48s and 56s cross-

bred wool|wool tops.

28. The import of raw wool and wool tops should be completed
‘between January, 1963 and December, 1968 and this could be phased in
four quarters so that flow of raw materials is even and regular.

24. In order to meet the urgent defence requirements, DGS&D may
place orders with such of the manufacturers as have agreed to make
supplies without further assistance in the shape of raw materials and
for the quantities specified by them in col. 3 of para 2 above. This
again is subject to the condition that they are permitted to utilise the
‘balance of their licence immediately. This should be approved imme-
-diately. Orders for further quantities will be placed as soon as the pro-
«luction pattern is finalised by DGS&D.



235
Import of Raw Wool|Wool Tops on a Priority Basis

25. Further production can only be planned on the basis of likely
availability of wool|wool tops from abroad. It is necessary that an early
«decision should be taken in regard to the availability of foreign exchange
for the import of raw materials as estimated by the Committee, either
.as gift or under any other arrangements that may be made for the same
purpose. Continuity of production can be ensured only if the flow of
Taw materials could be appropriately regulated. It is essential that
‘raw|wool tops should reach Indian Mills by the beginning of January,
1963, at the latest, as the normal time-lag between the issue of raw
mmaterials and the finished product is about 3 months. Even where the
import licences are immediately issued, the actual import of raw
‘materials to reach India may be between two and three months. Some
Taw materials can be sent by fast transport. Unless supply of the full
-quantity of raw materials is assured, it will not be possible to gear the
industry to its maximum capacity and until then the industry will
mecessarily have to work at a much lower capacity.

‘Review of Production for Defence & Civilian Requirements

The civilian requirements for the current winter season are already
.available on the market. The next few months are a stack period for
the woollen industry in so far as as civilian requirements are concerned.
If the resources of the entire industry are diverted for Defence Produc-
tion for the next four to five months, so that a sizeable stock could be
‘built up, it might be possible, after review some time in May or June,
1963, to release the capacity, or at least a part of it, for civilian produc-
tion. This will ensure that by the beginning of the next winter season
-some quantities of civilian requirements will be made available. Some
of the materials which the spinners and other mills have imported and
‘which are not suitable for defence requirements, will necessarily have
to be utilised for civilian requirements within a short time as otherwise
they are likely to be damaged in storage. It is also necessary that there
should be some civilian production so that the price line is held. During
the last two or three years the prices of woollen fabrics have registered an
increase largely because of the reduced allocation made for the import of
raw materials; as for instance, the allocation was for about Rs. 10.5
crores in 1950-60 as against the net allocation of Rs. 7.0 crores in 1962-63.

Capacity required for Defence Requirements

27. The capacity likely to be utilised for meeting the defence
xequirements in the weaving sector is estimated to be 40 per cent of

ithe optimum capacity. e . Y
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28. The spinning capacity likely to be utilised for matching this
weaving capacity is estimated to be 70 per cent of the optimum capacity
in the worsted sector and 95 per cent in the woollen and shoddy sector.

29. It will therefore be seen that a certain amount of extra capacity
in the worsted spinning sector is inevitable as some of the spindles
cannot be used for spinning coarser varieties of yarn which are required
for Defence items of clothing. Similarly, extra capacity of the weaving
sector is inevitable as the limiting factor is the availability of spinning
and preparatory capacity. Any further increase in the spinning
capacity, although may seem justifiable in the present context, will not
be desirable in the long run as the industry has never worked more than
L.5. shifts in the past. Even if it works two shifts, it should be able to
meet the civilian and other requirements in normal times within its
present capacity. Any additional capacity in the spinning and weaving
sections will have to be idle in future.

Price

30. It was made clear during the discussions that in view of the
declared policy of the Goverament to hold the price line, DGS&D will
not be prepared to agree to any increase in prices unless the prices of
raw materials used in the fabric would justify such an increase. As
a case in point, it was suggested to the Committee that with a view to
utilise the available 60s and 64s tops with one of the combers, and also
to avoid the likely delay in getting imported tops of the required varie-
ties, such tops could be utilised in the manufacture of battledress for
which ordinarily only 56s tops are used. In this case, increase in price
would be justified by the use of more costly raw materials, although
the Committee thought that the use of such fine material for the manu-
facture of items like battledress would not be justified on technical and
financial grounds. If on the other hand, the overriding consideration is
immediate delivery, which is perhaps not important today, such a step
may become necessary.

Schedule of Production and Delivery against DGS&D Orders

831. In bringing up these proposals, the Committee has taken note of
the fact that although the requirements are for a period of two years,
the actual production will have to be planned on the basis of 15 months
after allowing for time likely to be taken for import of raw materials
and processing. Adjustments can be made in the delivery schedules.
This has been deliberately kept sufficiently flexible so that if any emer-
gency does arise, it will be possible to step up production of particular
varieties of cloth within a short period.
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Symmary of Recommendations
32. To sum up, the points of immediate consideration are:—

1. To meet the Defence requirements, import of raw materials
and spare parts and accessories valued at Rs. 16.15 crores
is essential. The raw materials may be imported as gift in
kind or on some Government to Government basis, or against
credits, or under any other arrangements that may be
approved by Government. Imports should be com-
pleted between January, 1963 and December, 1968 and
phased in four quarters. An immediate decisian on this
point is necessary.

2. To set up an adequate machinery if import and distribution
of raw materials is to be undertaken by a Government
agency. The issue of import licences to the manufacturing
units would be the more desirable of the two alternatives.

3. To permit the immediate utilisation of balance of licences

valued at about Rs. 2.5 crores instead of during the period
April-September 1963. '

4. Combing capacity should be increased on a priority basis.

5. To maintain production of carpet yarn and industrial fabrics
at present levels and stepping up if necessary.

‘6. To maintain imports of raw wool at the present levels.

7. To allow free export of fabrics and hosiery articles as sufficient
quantity of raw materials will become available under the
export incentive schemes.

8. To ensure adequate supply of knitting yarn for use by women
and other welfare organisations engaged in knitting of
jerseys etc. for Jawans. '

9. To evolve suitable pattern of production for gearing up the
industry consistent with Defence requirements reported from
time to time.

10. To permit DGS&D to place orders on an immediate basis
for such quantities as have been offered by the various units
after negotiating the prices. In fixing the prices, due re-
gard may be had to the variations in the type of raw
‘materials used as would justify a higher price.
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11, The entire capacity of the iridustry should be switched over

for production of defence -i#équirements only, for the mext
few months, and a review made in May 1963 to ascertain
whether any portion of the capacity could be released for
meeting the civilian requirements for the winter season
1963-64. The requirements of the current season are already
in the market.

12. As the entire pattern of production has to be planned on an im-

P

mediate basis, and as this cannot be done without know-
ing the availability of raw materials, it is essential that a
decision should be taken in regard to these points within
the next two to three days. The industry has assured its
full co-operation in this matter, and unless firm orders are
placed on the industry with assurance regarding supply of
raw materials, it will not be possible to build up the tempo
of production. Further steps will be taken immediately after
the decisions have been taken on the above points.

(R.G. ZALAN])

Deputy Director (Tex.),
Office of the Textile
Commissioner, Bombay.

(A.G.V. SUBRAMANIAN)
Under Secretary to

Govt. of India,

Min. of C.&I.

(V. SUBRAMANIAN)
Director of Supplies
DGS&D.



APPENDIX VII
[Vide para 8.16 (15)]

Note for the meeting of the Resources Committee fixed for 21-11-1962'
No. PII-16 (1) |62
GOVERNMENT OF INDIA

DEPARTMENT OF SUPPLIES
New Delhi, the 20th Nov. 62:

OFFICE MEMORANDUM

SuBJECT:—Resources Committee

The undersigned is directed to forward herewith a copy of the Note
regarding Foreign Exchange Requirements for the import of wool tops,
Raw wool, nylon and dyestuff. This will be considered at the meeting
of the Resources Committee to be held in the room of Shri S. Bhootha-
lingam tomorrow at 4 P.M.

Sd|- B. D. KUMAR,
Deputy Secretary to the Government of India.

To,
All Members of the Resources Committee.

Note regarding Foreign Exchange Requirements for the import of wool
tops, raw wool, nylon and dyestuff

Forecast of requirements:—The following forecast of requirement of
woollen garments etc. has been received from the Defence Services,
Central Reserve Police, Border Roads Organisation, Assam Rifles and
N.CC.:—

Cloth in lakh metres.
Serge Battle Dress 64 . . . . . 3487
Shirting Angola Drab 30" - . . . . 7616
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“Great Coat cloth 54 . . . . . 39°69
Pile Fabric . . . . . L—_— §°00
Barrack Blankets 42°10 Lakhs Nos.

Hostery tn lakh pieces
J’erchs . . . . . . . ., 17°15
Socks (in pairs) . . - . . . . 85.1'4

Vests = -+ . . . . . . . 17-00
Cap Comforters | . . . . . 10-00
*Gloves (in pairs) . . . . . . 10°00
Under Pants - . . . . . *  '15°00

‘Cap Barrack Gloves - - - . . . 2-00

Initially the Defence Services stated that their forecast covered re-
quirements for a period of two years, They have now advanced the
~delivery period and require 40 per cent to be supplied in the first six
months, 30 per cent in the second six months and the remaining 30 per
-cent in the third six months,

2. Raw materials:—The requirements of raw materials have also been
'worked out for manufacturing these items, by the Working Group.
‘They have come to the conclusion that wool tops, raw wool, nylon
‘fibre, dyes and chemicals worth Rs. 17.40 crores will have to be imported
'to meet the above requirements.

3. Capacity for manufacture:—The existing capacity for combing of
.raw wool may have in due course to be increased to deal with large
quantities of imported and indigenous wool required for the manufac-
.ture of the aforesaid items. The Ministry of Commerce and Industry
‘will soon be working out details of (a) additional capacity to be licen-
«ced and (b) requirements of foreign exchange for financing import of
-machinery. Detailed implication of the assistance to be rendered for
the expansion of this capacity will be known in a couple of months.
“The existing capacity will be sufficient for the present to feed the indus
.try. The capacity likely to be utilised for meeting Defence and Civi
lian essential requirements for spinning and weaving is well within the
.installed capacity."

4. Civilian requirements:—Owing to the acute shortage .of foreign
exchange, the Ministry of Commerce and Industry had drastically cur-
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dailed early this year the import of raw wool. The annual allocation
‘which stood at about Rs, 10.50 crores in 1959-60, has been reduced to
Rs. 7.00 crores in 1962-63. Of this amount of Rs. 7 crores, Rs. 5 crores
‘thave been allocated for import of wool tops and raw wool for the manw-
facture of woollen materials. The civilian requirements for the cur-
rent winter season are already available in the market. Licences have
been issued for the import of Rs. 2.5 crores worth of raw wool of finer
«ounts than are necessary for the manufacture of woollen fabrics requir-
ed by the Defence Services. The balance of licences valued at Rs. 25
crores would normally have been sanctioned tor import during April to
September 1963. The civilian requirements will have to be curtailed
further. . Most of the wool which the spinners and other woollen mills
have imported, are not suitable for Defence requirements. It may be
necessary later on to consider utilisation a part of this for making Serge
Battle Dress which may be of finer quality and more costly owing to costly
raw materials.

5. Requirements of foreign exchanges:—To meet the requirements of
Defence Services and other priority civil indentors, import of raw mate-
rials valued at Rs. 17.40 crores is essential. In order to mamntain the
availability of woollen goods to the civilian market at 80 per .cent of
1962-68 quota, allocation of Rs. 1.5 crores during April to September,
1963 may be necessary, in addition to Rs. 2.5 crores for which Licences
have  already been utilised. The total requirements, including civil ™
quirements, -of foreign exchange would work out to Rs. 18.90 crores.
It is proposed by the Ministry of C & I to utilise the balance of licences
sanctioned: for 1962-63 valued at Rs. 2.5 crores, for the immediate import
-of wool tops and raw wool for Defence Services, so as to enable the spfnr
ners and woollen mills to take up manufacture of increased quantitigs
for Defence Services. After taking into account this ampunt,. the net
forcign exchange needed for meeting overall requirements as known at
présént will work out to Rs. 16.40 crores: Wool tops may have' to. be
imported from U.K.: raw wool from: Australia and New Zealand; nylon
fibre'and tops from ‘U.K., Switzerland and Japan. -Dyestuffs are momy
|mp0rted from UK. and: Wesh Germany. gt

Taking into account the current situation, it is considered that oue
aim should be to complete the import of raw wool and wool tops by
September, 1963 in accordance with the following -phased programme. so
as, to enable the woollen industry to attempt. completion of rxequire-
ments of woollen cloth. by end of December, 1965. The D.G.O.F. whe
will be responsible for stitching the garments, would. have suﬂicnem time
to cornp!ete fabncauon of these garmm.s hy March 1964 is' there

266 (aii) LS—17.
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“fore, suggested that delivery of woul from Australia should be arranged
a5 under:—

Expected date of
arrival i India

40% of requirements fanuary to March, 1963
30% of requirements April to June, 1963
Balance 30% of requireruents July to September, 1963.

It is proposed to allow the spinners and woollen mills to import wool
‘tops and raw wool and other raw macerials on import licences to be
issued on the basis of import Recommendation Certificates to be givenr
by the D.G.S&D. The requirements of raw wool to be indicated on
the Import Recommendation Certificares will be worked out by the
D.GS&D. in consultation with the woollen Controller. The Control-
ler of Woollen Textile will take necessary steps to ensure that raw
material of which import has been authorised, ure utilised, for meeting

the governmental requirements.

6. General:—It is suggested that the production of carpet yarn and
industrial fabrics should be maintained at the present level and stepped
up when necessary. The export of raw Indian wool which cannot be
utilised for the manufacture of woollen cloth and hosiery yam requir-
ed by Government should be pennitted at the present level and export
of fabric and hosiery items may also be allowed at the present level in
order to enable manufacturers to preserve the market. The above figure
also mclude rcquxremcnts of knitting yarn for use by women and other
docial orgamsanons engaged in knitting jerseys etc. for Jawans, which
may represent 1 per cent of the requirements and release of which is not
likely to effect the prices.

7. Spare parts:—Most of the machinery of the woollen industry is old
Az a matter of fact, a programme involving total expenditure of Rs. 10
ctores, had been worked out by the Textile Commissioner to assist the
industry to rehabilitate and modernise their equipment. Since the in-
dustry would be required to work in three shifts, it has been estimated
that spare parts worth Rs. 1.25 crores may have to be imported during
the next 12 months.

8. To sum up, the points for consideration are:—

(1) To meet the aforesaid requirements, import of wool tops.
raw wool etc. valued at Rs. 16.40 crores is inescapable.

(2 In addition to the above amount, permission, may be giverr
for the immediate utilisation of the balance of Licences
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valued at Rs. 2.5 crores already sanctioned, for import of raw
wool during the period April to September, 1968, to enable
the woollen industry to take up manufacture at an increaw
ed rate of Defence requirements.

() To import spare parts and accessories valued at Rs. 128
crores for the woollen industry to enable them to utilise the
installed capacity on threeshift basis.

(4) To maintain export of raw wool of varieties which are pot
required for Defence requirements at the present level

(5) To allow export of fabrics and hosiery items at the presest
level in order to preserve foreign markets under the Export
Incentive Scheme.

(6) To switch over the entire capacity of the woollen industry
for manufacture of Defence and essential requirements for
the next few months, and to review in April, 1968 whether
any portion of the capacity can be released for meeting dvi-
lian requirements during the next winter season 1963-64.

(7) The Ministry of Commerce and Industry who will be res-
ponsible for the control of woollen: textiles and wool, will
evolve suitable machinery to ensure that capacity and raw
materials are utilised as planned.

(This note has becn prepared after discussion of the report of che
Working Gmup concerned at the meeting of the subcommittee helé
this morning) .
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[Vide para 3.16(19) ]

Notes prepared by the Ministry of Commerce and Industry in con-
nection with additional requirements of foreign exchange in 1962-68.

1. Note dated 4-1-63:

12
e

Y

Ministry of Commerce and Industry

The maximum- capacity for the production of the different varieties
of yarn is as below:

Worsted yarn 39 million lbs
(on 3-shift basis)
Woollen and Shoddy yarn 49 million Ibs
(on 3-shift basis)
“Total 88 mullion lbs.

‘The capacity for worsted yarn on two shift basis will be adequate
to meet the entire defence requirements, in addition to civilian needs.
In the case of woollen and shoddy yarn, it may be necessary for the
-mills to work three shifts to meet the full Defence requirements as well
as requirements for carpet and other ancillary industris, As 37 million
Ibs. will be more than adequate to meet the Defence requlremcnts
about 12 million lbs. will be available for the carpet industry which is
“also essential to maintain the present level of exports. The mills which
have been producing carpet yarn and supplying to the carpét industty,
would be allowed to continue their operations without any restriction.

2. It was first anticipated that the capacity in regard to blankets and
Great Coat Cloth would not be adequate. However, on further inves-
tigation, new sources have been located and according to our present
assessment, the entire requirement could be met by the industry. Time
is the only factor which may justify imports in view of the urgency. On
this basis, we have already suggested the import of 4 lakh blankets and
some quantities of Great Coat Cloth either in the form of madeup gar-
ments or in running length. It is, however, doubtful if this quantity
will be available for delivery ex-stock or before March 1963. In regard
to blankets, the intention is to mobilise the handloom industry so that
powerlooms could be released for production of Great Coat Cloth. It
is estimated that about 130 power looms would be available for pro-

244
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duction of Great Coat Cloth in addition to the capacity which has al-
ready been covered, and this should produce about 1 million metres per
year. So far as blankets are concerned, there seems to be an unlimited
capacity. At present only blankets of certain specifications are accepted.
It is for consideration whether subject to best and suitability 100 per cens
shoddy blankets should not be accepted in addition to the specification
of 424 per cent virgin wool and 15 per cent nylon fibre. Particularly

as shoddy wool is cheaper, and larger quantities can be imported for
the same value.

3. Our original estimate of raw material which had to be imported,
was as indicated below:

Oty Valus
(m. 1bs.) (Crores)
(1) Wool tors (mainly 48s and
§6s cr ssbred and s.me
quantity . f 64s) '10°2 Rs. 6-12
(») Raw Wool 19- 1 Rs. 7-64
(3) Nylon Fibre/Tops 1‘3 Rs. 0'52
(4) Dyes-Chemicals —_— Rs. 0-62
Rs. 14-90

4. As against this, although there has been some reduction in the
Defence requirements during the last few weeks, it is proposed that we
should continue to work on the basis of the original estimate as a mea-
sure of abundant precaution. It would be much easier to step up capa-
city at any time provided sufficient raw materials are available, Other-
wise, the same difficulty which is being experienced this year, will have
to be repeatcd. Considering the heavy purchases being made by Russia,
East European countries and China, and the scarcity of these varieties
ol wool in the Australian and New Zealand markets, it would be better
to err on the side of safety. A recent world study of production of
raw wool has revealed that the off-take in the current year is a record
and stocks with growers and trade have been substantially reduced. It
would therefore be advisable to keep to the original levels.

5. The Birla Mission has made purchases of raw wool (for carding
purposes) to the extent of 2.38 million lbs. and wool tops and comb-
ing wool to the extent of 5.4 million lbs. The shortfall in the raw
materials is of the order of 4.8 million lbs. in regard to wool tops and
combing wool and 15.9 million lbs. in regard to raw wool (for purposes
of carding). The approximate value would be of the order of Rs. 9.2



246 .

aores, excluding the purchases made by the Birla Mission to the extent
‘of Rs. 3.6 crores.

6. The import of raw wool and wool tops to the extent of Rs. 9.2
crore does not take into account the availability of wool tops of supe-
rior varieties which were imported against licences issued to the indus-
try earlier. This does not also include the requirements of the civilians
for the next year. Whatever licences were issued to the industry for the
current year, are proposed to be utilised for Defence requirements, ex-
cepting small percentage of dyed tops which cannot be used. Unless
the civilian requircments in the next season are met atleast partially
there will be a cloth famine resulting in serious dislocation of the eco-
nomy. As it is, the prices have gone up in anticipation that there may
oot be adequate supplies in the next season. Even if it is not possi-
ble for us to make available supplies of worsted fabrics, it is necessary
that atleast coarser varieties are made available so that the poorer sec-
tions of the community are not unduly affected by this shortage. The
Resources Committee had recently stated that steps should be taken to
ensure that adequate supply of cloth is arranged and also the existing
stocks do not go underground. There is evidence that woollen cloth
is becoming scarce, and there are indications of steep price increase and
it is likely to increase still further unless, steps are taken to make avail-
able for civilian consumption before the next winter season. Taking
into account the licences which have been issued to the industry for nor-
mal civilian consumption, but which have been utilised for Defence
requirements, the next season's requirements for civilian consumption
would be of the order of Rs. 8 crores, which was the level of allocation
tor the year 1962-63.

7. A total quantity of about 0.26 million lbs. of 64s and about 0.20
million Ibs. of 70s tops are available with the industry. Normally, these
would not have been used for Defence purposes—firstly on account of
technical reasons and secondly on account of higher costs. While in the
present emergency, higher costs may not be the most important consi-
deration, we have to give due regard to the technical factor. 64s and
70s tops yarn are very fine and cannot stand the same amount of wear
and tear and strain as coarser tops of 48s and 56s varieties. These latter
varieties have been selected for Defence requirements mainly because of
their warmth as well as durability. While there may not be any prac-
tical difficulty in utilising finer tops for production of Scrge Battledress,
the fact remains that it may not be able to stand the same amount of
strain, say, as a fabric made out of 56s tops would. As, however, these
tops are available in the country and in view of the emergency, the De-
fence authorities have desired to use them on some types of fabrics
which would not have the same amount of strain as in outer garments
ss far as some of their immediate needs are concerned. The best wvse
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that could be made of this type of tops is for hosiery items, particu-
farly vests, drawers and underpants which are used next to the skin and
on which strain is very much less. A total quantity of 2.2 million lbs.
-of wool tops will be required for making vests, underpants and draw-
yers required for Defence. 1t is, therefore, suggested that, if price is not
an overriding consideration, about 0.46 million lbs. of 64s and 70s tops,
which are now available, may be utilised for making hosiery yarn suitable
for making these vests, drawers and underpants, These are certain addi-
tional advantages in this. Some of the mills do not have adequate quan-
tities of 48s and 56s tops. The are depending upon further arrivals. Ade-
«juate quantities of Indian wool tops are also not available. Indian wool
tops require the use of nylon. Here again, we are depending upon arri-
vals, If the mills are asked to use 64s and 70s tops for making hosiery
yarn they will be only too glad to do it as from the point of ‘machine
activity, it is much easier, will obviate the need for nylon and will give
work to the mills without waiting for further supplies. From the point
of view of hosiery manufacturers also, this will be a welcome step as jt
will be easier for them to produce fabrics from imported tops of fine
varieties. To the extent finer tops are used for hosiery it should be
possible to release a corresponding quantity of 48s and 56s for produc-
ing fabrics for which finer tops will not be suitable, from the efficiency
point of view. If this suggestion is acceptable, instructions will be issu-
ed to the mills straightway so that they could produce hosiery yarn and
in turn from these varieties of tops and in turn it should be possible
to step up delivery of hosiery fabrics in the next two to three months.

8. Consequent on the utilisation of 64s and 70s tops for hosiery fab-
rics, there may be small reduction in the quantity to be imported for
Defence requirements. This may work out for a value of Rs. 27.6 lakhs.
On the other hand, normally this quantity which is reserved for civiliam
use should be added to the estimate of Rs. 8 crores provided for civilkm
consumption for the next season. However, as this is a small quantity
it is not nccessary to increase the provision of Rs. 8 crores, -

9. The total requirements of wool tops and raw wool both for De-
tence as well as Civilian requirements on the basis of original estimates,
work out to Rs. 17.2 crores. In addition, we will require nylon and
dyes and chemicals to the extent of nearly Rs. 1 crore making a total
of Rs. 18.2 crores. Unless the Finance Ministry are in a position to
make the usual annual allocation of Rs. 8 crores for the woollen indps-
try, the entire requirements will have to be met either by credits or
against barters. It should be possible to arrange through barters for
import of raw wool and wool tops and other items against export of
manganese ore or ferro-manganese. Although the cost of raw wool and
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wool tops may slightly be loaded as a result of this barter arrangements,
we should not really mind it as it would only be in rupee expenditure:
and no foreign exchange will bz involved. If this proposal is approved,
in principle, further details will be worked out and it may not be diff-
cult to arrange for such deals. The woollen industry itself will be pre-
pared to undertake this barter deal as this will ensure that the proper
grades of wool are imported at competitive prices,

10. Certain additional points were raised in a discussion which the
Secretary, Defence Ministry had with the officers of the Ministry of In-
ternational Trade:

(a) As Indian raw wool has got considerable export market, the
export of raw wool should be encouraged further. The addi-
tional foreign exchange earned this way could be utilised for
importing wool tops which are more suited to Defence needs.

(b) There should be restriction on the utilisation of indigenous
raw wool for the manufacture of carpets. Indigenous wook
should be released only for manufacture of carpets intended

" for the export market. Manufacture of carpets for local mar-
kets should be banned. It was understood that during last
war, such a ban was imposed.

(c) The balance of Indian raw wool should then be utilised to
meet Defence needs and certain other civilian requirements.

11. The foreign exchange earned by the export of raw wool goes into.
the general pool and is not earmarked for any specific purpose as for in-
stance import of wool or wool tops in lieu. The Finance Ministry
makes an allocation for the import of raw wool and wool tops on the
basis of the overall availability of foreign exchange.

12. There are two very divergent vicws, in regard to the export of
raw wool; one is that the entire production of raw wool of the country
should be exported so that the country could earn additional foreign ex-
change. It is also interesting to note that 48s and 56s varieties or raw
wool imported from New Zealand and Australia costs 8d to 9d per Ib.
less than the f.0.b. cost of India wool. Viewed from the point of foreign
exchange alone, export of larger quantities of Indian wool will be justi-
fied. On the other hand, there is a very strongly held view that no ex-
port of wool should be allowed and that the entire quantity should be
utilised within the country. This view probably stems from certain
ideological conceptions. This does not however take into account the
fact that a certain percentage of the Indian wool cannot be used with-
in the country for want of adequate facilities. India products some of
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the best carpet wool and one of the distinguishing features of the wool
is that it contains a larger percentage of dead hair. From the point of
view of carpet wool, this is very advantageous in that it gives resilience
to the pile which is a very important character of a good carpet. On
the other hand, there are positive handicaps in using such wool for
'wearable fabrics. Wool with a high percentage of dead hair is very
difficult to spin and weave as this dead hair will not easily blend or mix
with other fibre. The policy of this Ministry has to keep to the middle
of the road with a view to utilise to the maximum extent whatever
variety of wool that could be consumed in the country in the worsted,
woollen as well as carpet sector. It is only the wool which is surplus
to our requirements and which cannot be put to other uses, is being
exported. In arriving at this policy the main consideration that has
weighed with the Ministry is that gradually superior varieties -of wool
should be grown. For this purpose the industry was encouraged to make
experiments in combing Indian wool and fortunately these experiments
have proved a success. There is an increase of demand for Indian wool
tops. The defence are now accepting hosiery fabrics made out of 90 per
cent of Indian wool and 10 per cent nylon and similarly in a number of
other items. With a little more experience it should be possible to make
100 per cent Indian wool fabrics acceptable to the defence, We are
allowing for export only such quantities as would ensure that the Indian
industry gets its full requirements of raw wool.

13. In regard to the utilisation of indigenous raw wool for the manu-
facture of carpets, the suggestion is that indigenous wool should be re-
leased for the manufacture of carpets intended for the export market
only, and that the manufacture of carpets for domestic markets should
be banned. Tt has been stated that during the last war such a ban was
imposed. No papers are available in this Ministry on this point. En-
quiries made from a number of persons connected with the carpet trade
as also from Mr. Constantinides, Managing Director of the Oriental Car-
pet Manufacturers, which is one of the principal producers of carpet
yarn and of carpets also do not confirm the statement that the produc-
tion of carpets for the domestic consumption was banned during the last
war. As the carpet industry is a decentralised one it is also difficult to
envisage how much a ban could really have operated in practice.

14. We had estimated earlier that about 15 million lbs. of greasy wool
is used by the carpet druggets and rug industry. 15 million Ibs. of
greasy wool when secoured and cleaned is equal to about 9 million Ibs.
of wool suitable for spinning. According to certain figures available
with us, the production of mill spun carpet yarn was about 2.8 million
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1bs. in 1960, 2.9 million lbs. in 1961 and about 2.7 million Ibs. in 1962
According to certain estimates made by the Handicrafts Board the total
quantity of yarn both mill spun and hand spun that has been consum-
ed by the carpet and druggets industry was of the order of 6.7 million
lbs, We do not have correct statistics of the production of carpets as
the industry is mainly based on handlooms and is scattered on a num-
ber of States. The approximate production in 1960 was of the order of
2 million sq. yds. and the export was of the order of about 1.85
mililon sq. yds. There was, therefore, very little domestice 'consump‘
tion of carpets. It was bardly about 73 per cent of the total produc-
tion and normally 95 per cent of the total production is exported. The
production of carpets during 196061 is estimated approximately at 1.86
million yards against which about 1.75 millivn yards were exported. In
addition, the estimated production in 1962 was 1.52 million yards and
the approximate export is reported to be of the order of 1.48 million
yards. This will go to show that only a very small quantity of carpc'~
finds its way to the domestic market.

15. The entire production of carpets is in the .'=centralised sector
and it will be very difficult to enforce any control on production or dis-
rribution unless we are prepared to take extreme steps of putting a con-
trol on production and distribution of raw wool itself. Quite a lot of
yarn is spun by hand and if there can be any control it can only be in
regard to mill spun yarn. Here again, it may not be possible to link up
releases with exports. We are now insisting on carpets being subjected
to some sort of quality marking. Unless, therefore, the carpets are really
good, they will not be exported. A certain amount of rejection is 1
evitable and the total quantity rejected may be about equal to the con-
sumption in the domestic market. On a balance of consideration there
does not seem to be any advantage in restricting the production of car-
pets particularly as nearly 95 per cent of the total production is exported.

16. Another suggestion which has been made is that prices of Indian
wool should be kept within reasonable limits by fixing statutory prices
At present we are statutorily fixing the prices of Indian wool tops amdl
yarn spun from such tops. The price has been derived on the basis of
the current prices for raw wool of the white variety. Prices for other
varieties will be derived by making suitable adjustments. It is antici-
pated that fixation of prices of Indian wool tops would automatically
control the prices of raw wool as combers who buy the wool would en-
sure that higher prices are not paid having regard to the price of woo!
tops. There is no doubt a possible risk that growers may hold on tv
their stocks and in that case there may be some difficulty in stocks flow-
ing to the combers, However, as the growers are scattered all over the
ountry and as their holding power is limited such a situation may not
really arise. Wool cannot be stored for very long in primitive condi-



251

tions which are existing in the villages in Rajasthau and other wool
growing areas. It has necessarily to be brought to the market as early
as possible particularly as the clip starts in spring and this cannot be
indefinitely stored during the summer months. ‘

17. There are practical difficulties in enforcing price control of raw
wool. Therc are a large number of varieties and an equally large num-
ber of shudes and it would be almost impossible to fix the price of each
of the different grades and shades. It will be equally impossible to con-
trol any sale transactions between the shepherds and intermediate buyers
:as this will happen in the villages. Even a statutory control on price will
remain ineffective. Having regard to all these difficulties, controlling
the price of raw wool by the indirect method of fixing the price of

Indian wool tops would be the best way of achieving the results we have
gn mind.

18. To sum up; (1) it is proposed to import additional quantities
of raw wool and wool tops, nylon tow and other chemicals to meet the
defence and civilian requirements to the extent of about Rs. 18 crores
through barter against exports of manganese ore and ferro-manganese.
As far as possible these barter arrangements will be made by the indus-
try itself. (2) The finer varieties of imported tops available with the
spinners (64s and 70s) will be utilised for making hosiery yarn suitable
tor vests, under-pants and drawers and, if necessary also serge battle
dress. This would mean a small increase in the cost of such fabrics and
the quantity of tops that would be diverted for this purpose will be 0.45
million lbs. valued at about Rs. 27.6 lakhs. (8) The price of Indian
wool will be kept within reasonable limits by mixing statutory price for
Indian wool tops and yarn spun from such tops.



1l. Note dated 2-2-63.

Ministry of Commerce and Industry

NOTE FOR THE PRODUCTION COMMITTEE OF
SECRETARIES—-WOOLLEN REQUIREMENTS

The Resources Committee at its meeting held on the 2lst Novem-
ber, 1962, discussed the requirements of woollen cloth and the import
of raw materials in the context of the defence requirements. The esti-
mated requirements of wool tops and raw wool etc. was Rs. 16.4 crores
for both Defence and civilian needs (Rs. 14.9 crores for Defence and
Rs. 1.5 crores for civil) for the period ending December, 1963. This
was in addition to the balance of licences valued at Rs. 2.5 crores issued
to the Woollen Industry for October, 1962—March, 1968 period.

2. The Committee agrced to the import of wool tops and raw wool,
-nylon and dye stuffs valued at Rs. 8.2 crores (half of the estimated re-
quirements) on a priority basis. This included the licences of Rs, 2.5
crores, which were available against the normal commercial ceiling. The
Commiittee authorised the issue of an import licence for the balance of
Rs. 5.7 crores. A licence for Rs. 5.5 crores has already been issued join'ly
to the two Associations of the industry and purchases of raw materials
are being effected against this licence.

3. The balance of the requirements for meeting defence needs are
estimated at Rs, 9.2 crores (Rs. 14.9 crores—Rs. 5:7 crores). This
does not take into account the provision required for meeting the civi-
lian requirements for the winter season of 1963-64, for which supplies
will have to be manufactured in the summer of 1963. The normal an-
nual allocation for wool and wool tops provided by EAD is of the order
of Rs. 8 crores, This Rs. 8 crores had been allotted by E.A.D. for the
period October—September, 1963. As practically a substantial por-
tion of the current year’s ceiling has been utilised for defence needs,
it is necessary that some provision should be made for civilian needs for
the next winter season. At least Rs. 3.5 to 4 crores, even as an advance
of the allotment for October 1963—September, 1964 will be required.

4. A note has been circulated to Production Committee suggest-
ing that additional quantities of raw wool and wool tops etc. for Rs. 18
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crores should be imported through barter against export of manganese

ore etc. and that as far as possible these barter arrangements should
be made by the Industry itself.

5. Subsequently this position was reviewed and it was decided that
for the present, the barter arrangement should be confined only to
meet the defence requirements valued at Rs. 9.2 crores being the
balance out of total requirements of Rs. 14.9 crores. A note has been
sent to the Ministry of Finance (EAD) for their concurrence in princi-
ple to these proposals. The E.A. Ministry’s views on this proposal are
not yet ready. However, Shri Sundara Rajan of EAD has given us to
understand informally that:—

(a) There was no chance om imports of wool under any of the
AID programmes.

(b) Free foreign exchange would not in any case be available
beyond the normal Rs. 8 crores limit as was given in the
last year; and

(c) Possibilities of import of wool by barter may be examined
by the C&I Ministry.

‘The suggestion regarding barter has already been put to the woollen
industry and their reaction has been favourable, - The Woollen Indus-
try is at the moment considering ways and means of importing the
essential spare parts required to step up defence production through
birter aitangements. The total requirement of spare parts are estimated
at’' Rs. 1.25 crores. The Resources Committee had accepted the justi-
‘fication for the import of spare parts of this extent.” But as no free
exchange was available attempts are beéing made to gét thes¢’ against
barter, as credits’ carinot accommodate spare parts. The TIndustry is
also working out proposals for import of raw wool etc. for meeting the
balance of defencé requirements against a barter. S

6. Production’of woollen clothing for defenice has 'been "program-
sméd on the basis of the ‘original ‘estimates given' by the Deférice Minis-
try. In the various meetings with Minister of Supply” and Minister
of Defence Production we have been given to understand that Produc-
fion should be sustained, at particular levels so that there is no short
fall at any time. We arc, " therefore, " goirig ahead on that basis even

. .. * ‘ -

though the requiréments are not actually covered by any formal in-
demts.- Production-cannot be maintained at" -the required: levels unless
tmport of raw material -is also' ensuved ‘and. it is: necessary. that eur -re-
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quiiements should be covered in the ensuing wool season beginning
from March. Details of barter are likely to take sometime. Therefore,
clearance of the Committee in principle for the proposal to import wool
and wool tops against barter is urgently required.

7. The Production Committee discussed the requirements of wool
at its mecting on the 4th January, 1963. The Committee desired that
possibilities of additional imports should be explored as the total de-
mand for wool could not be met from the country’s own production.
It also desired the Ministry of Commerce and Industry to examine
whether suitable modification in the specifications of the fabrics for
defence services could be made. The use of Indian wool for the manu-
facture of carpets should be diverted to meet defence requirements and
substitutes for wool should be found for use of the civilian popula-
tion. The Committee also desired that evaluation of capacity for com-
bing should be made with a view to ensure that there will be sufficient
-1pacity within the country. !

8. In regard to the manufacture of carpets, it has already been
pointed out to the Defence Ministry that the domestic consumption of
carpets is limited.to less than 10 per cent and therefore. it will not
be wise to interfere in production of carpets which is mainly an export
industry. As has been pointed out in the note circulated to the Pro-
duction Committee, such quantities of Indian wool as can be used in
the country are actually being used.

9. A note reviewing the capacity for the manufacture of woollen
yarn has been prepared and is being placed for consideration of Pro-
duction Committee at its meeting on Saturday the 2nd February, 1963.
This note has suggested that an additional capacity of 15,000 to 20,000
of latest woollen type spindles should be allowed so that the entire
requirements for woollen yarn, blankets and great coat cloth etc. will
be met. A review of the combing capacity was made and vmh the
concurrence of the Planning Commission and the Ministry of Finance
proposals for increasing the capacity by 8 million lbs. have already
been approved and licences are under issue. This would take the capa-
¢ity to 31.5 million 1bs. The additional capacity is intended mainiy
for combing Indian wool.

10. The question as to how the pressure on wool could be reduced
by use of substitutes is being examined separately and proposals in this
regard will be submitted to the Production Committee in due course.

11. ﬂe’Agﬂaﬂmra‘l Ministry, who are concerned with the ‘produc-
‘ton of wool have taken certain steps for increasing the yield and are
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also aoanging tor proper grading and sorting of wool. The production
ot wool over the last few years has increased appreciably and current
production is estimated at 72 mn. lbs. It is anticipated that the an-
nual production level should reach 80 mn. lbs, at the end of the III

Plan

12. The Production Committee’s approval immediately as re quired
for:
() the principle of importing additional quantities of Raw
Wool, Wool tops etc. to the extent of 9.2 crores to meet
the defence requirements;

{ii) the advance allocation of 8.5 to 4 crores as suggested at the
end of paragraph 8 above;

(iii) expansion of spindle capacity for producing Woollen yarn
by 15 to 20 thousand spindles. This will involve foreign
exchange ¢xpenditure to the extent of Rs. 30 lakhs, the
balance being met indigenously vide paragraph 7 of the
note dated 29th January, 1968.

The Production Committee may also consider whether with reter-
ence to paragraph 5 of this note, Department of Economic Affairs
should not release Rs. 75 lakhs of foreign exchange for import of spare
parts, as the need for this is urgent and so far we had been able to-
secure proposals for only Rs. 50 lakhs for import of spare parts by
barter.



APPENDIX IX
[Vide para 3.16 (23) ]

Report of the subcommittee appointed by the High Power Review
Committee in its meeting held on thursday the 21st February
1963 at 09.30 hrs. in the office of the Ministry of Supply

The following members were appointed to this Sub-Committee:—

(1) Brig. N. N. Chopra—DRD (G) —Convener.

(2) Shri V. Subramanian—Director of Supplies.

(8) Shri A. G. V. Subramanian—Under Secretary, Ministry of
CkI.

(4) Shri R. G, Zalani~Dy. Director, Office of Textile Com-
missioner, Bombay.

2. The Sub-committee was directed to review the position of raw
materials required for the production of various woollen items for
Defence. .

* 3. The Committee has worked out the break- -up of the raw mate-
rials rcquxrcd for the various indented quantities of woollen- 1tems an&‘
the 'same are given in Annexure I to this report.” -

4. It would be observed from Annexure I that the total requiremén‘ﬁ
of the various types of raw materials are as under:

Raw Material Quantity (lakh lbs.)
Wool tops 64s 18.10
Wool Tops 58s|60s 18.25
Wool Tops 56s 31.92
Carding Wool 56s 1.31
Wool Tops 48s 66.72
Carding Wool 48s 57.46
Low Grade Indian Wool 40s|44s or Shoddy 856.5
Nylon fibre|tops|tow 27.00
Neolan dyes 8.38
Union dyes 0.47
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5. DGS&D has placed orders for the indented quantities on the
various units of the industry in respect of hosiery items. The coverage
for the present is less than the indented quantities as it has been decid-
‘ed that in respect of new units only 3 months requirements are to be
<overed and the balance order may be placed on them later after re-
viewing their performance.

6. As regards barrack blankets, out of total 44.53 lakh pieces the
total coverage has been to the extent of 23 lakh blankets including
1.85 lakh blankets by way of imports. Arrangements for covering the
‘balance quantity are being made.

7. The position regarding the supply of various raw materials indi-
cated above is as under:—

(a) Wool Tops 64s.—Against total requirements of 18,10 lakh
Ibs, the industry has offered approx. 10 lakh lbs. out of their
own commercial licence and the balance quantity of 8.10 lakh
lbs. has been arranged from the special import licence of
Rs. 5.7 crores given to the All India Woollen Mills Association
and Federation of Wool Manufacturers in India. The en-
tire requirement of this item has, therefore, been met,

.(b) Wool Tops 58s/60s.—Against the requirements of 1325
lakh Ibs. the industry has offered out of commercial licence
1.95 lakh lbs. The balance qty. of 11.3 lakh lbs. is to be
imported. No indigenous substitute of this raw material is
available. It has been decided by the Ministry of Com-
merce and Industry that out of the special licence referred
to above 4 lakh lbs. valued at Rs. 22 lakhs of this raw mate-
rial may be immediately imported for delivery in June-July
1963. Further, 55,000 1bs. of this raw material has been
provided as a gift by the Australian Government. The
balance quantity of 6.75 lakh Ibs. will have to be imported,
valued at approximately Rs, 37.125 lakhs, for delivery. dur-
ing August-October 1963.

(c) Wool Tops 56s.—Out of total requirements of 30.87 lakh
lbs. 9.38 lakh Ibs. will be available out of the commercial
licence of the industry and 15 lakh lbs. would be available
in the form of Indian wool tops in admixture with nylon.
Special import licence arrangements have been made to im-
port 36.67 lakh Ibs. mostly in the form of dyedwool tops
required for the production of Serge Battle Dress. Thus the
availability of the raw materials in excess of the total de-
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mand to the extent of about 29.43 lakh lbs. The excess
imports of dyed tops were made on the basis of original
forecast of 34.87 lakh metres of Serge BD. The actual in-
dents however for this items were considerably lower at
20.63 lakh metres. The question of the utilisation of the
excess imports was discussed by the Wool Controller with
his advisers and it has been proposed that the excess raw
material may be released to such units who have offered to
produce this item “with assistance” on condition that either
the raw material or the manufactured serge may be stored
by the mills for supply against future indents.

Carding Wood 56s.—Total requirements are 1.31 lakh lbs.
The entire qty. will have to be imported and the value is
approx. Rs. 5.25 lakh.

Wool Tops 48s.—Against the total requirements of 66.72
lakh lbs. 11.5 lakh Ibs. are available from the Mills’ Com-
mercial licence. In addition about 20 lakh lbs. raw Indiam
wool and nylon mixture tops are likely to be available from
indigenous sources. A qty. of 17 lakh 1bs. has been arranged
to be imported under the special licence. This leaves a
shortfall of 18.22 lakh lbs. which have to be met by imports.
It has been decided by the Ministry of C.&I. that out of the
un-used balance of special licence further import to the ex-
tent of 6 lakh lbs. valued at Rs. 28 crores may be made for
delivery in June-July 1963. Further foreign exchange for
12.22 lakh Ibs. valued at Rs. 55 lakh will have to be found.
This quantity would be required in August-October 1963.

Carding Wool 48s.—Against the requirements of 57,46 lakh
lbs. about 35.09 lakh lbs. are expected to be available out
of the Milly Commercial licence and Indian Wool and
nylon mixture, A qty. of 32.75 lakh lbs. has been imported
against the special licence. There is thus a surplus of avail-
ability of raw material to the extent of 10.38 lakh lbs. This
wool is mainly required for cloth drab mixture. Recently it
has been found that the production of this item out of an
admixture of Indian wool and nylon lacks felting properties
and does not take up waterproofing treatment well. The
surplus imported raw material available is therefore propos-
ed to be pledged for production of Cloth Drab Mixture
from a blend of 50 per cent Indian wool and 50 per cent
imported wool.
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Low Grade Indian Wool—This is mainly required for the
production of blankets barrack. Against the requirements
of 44.53 lakh blankets about 1.35 lakh pieces have been de-
cided to be imported. Value for this import will be found
from the Special licence. For the balance 42.1 lakh blank-
ets approximately 381.5 lakh lbs. of low grade Indian wool
is required. The availability of raw material from indigen-
ous sources is estimated to be at 160 lakh lbs. In addition
the following quantities of imported shoddy raw materials
are also available for the production of blankets in ad-
mixture with Indian wool and nylon:—

(i) out commercial licence of the industry 20 lakhs lbs.

(if) out of special licence 5 lakh Ibs.

Thus the balance qty. of this raw material required is 146.44
lakh Ibs. In view of the in adequacy of the raw material avail-
able for the balance quantity of blankets, efforts are being
made to increase the production of shoddy-mixture blankets.
The installed capacity of the shoddy industry at present is
adequate to produce yarn for about 18 lakh blankets per
annum on 3 shift basis. This would require import of further
60 lakh lbs. of shoddy wool and about 22 lakh 1bs. of nylon for
purposes of mixing with Indian wool. The value for shoddy
would be approximately Rs. 18 lakhs and for nylon about
Rs. 77 lakhs.

nylon fibre/tops/tow.—Out of the total requirements indicat-
ed above about 4 lakh lbs. of long staple nylon will be im-
ported under the commercial quota of the industry leaving
a balance of 9 lakh lbs. valued at approx. Rs. 36 1lakhs to
be imported. In addition 22 lakh lbs. of short staple nylon
valued at Rs. 27 lakhs would be required for the production
of shoddy mixture barrack blankets. It is understood that
arrangements are being made by the STC to import this
item under barter arrangements. This should be expedited.
Meanwhile it has been decided by the Ministry of Com-
merce and Industry to import 1.5 lakh Ibs. of nylon tops and
1 lakh 1bs. of short staple nylon fibre under special licence.

Dyes.—The total value of dye stuff requirements as indigated
above is estimated at Rs. 52.15 lakhs, Against special licence
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Rs. 25 lakhs was reserved for import of dyes for immediate
requirements. Min, of C&L has already authorised imports
to the extent of Rs. 22 lakhs. Out of the special licence
dyes valued at Rs. 12 lakhs are expected in March-April
1963, and the baldrice in May-June 1963. Balance of Rs. 3
lakhs under the special licence is reserved for import of in-
termediaries for the manufacture of dyes by indigenous manu-
facturers. Certain quantities of dyes available ex-stock with
trade may also be diverted for immediate requirements. It
would be necessary to import further dyes to the extent of
additional Rs. 25 lakhs.

8. Annexure II to this report indicates the flow of raw materials wool
tops under the special licence. It would also be seen from this that
some quantities have already arrived and some are expected to arrive
by February 1963. Entire imports against purchases made so far will
be completed by July 1963. Imports against the balance quantity will
more or less be completed during August-October 1963.

9. As regards the imports to be made under the Mills’ own com-
mercial licence the same has been planed by the Mills in accordance
with delivery schedule of the orders placed on them. Such of the Mills
who do not have any orders but have to supply yarn for hosiery and
small-scale woollen industry against Defence requirements has placed
orders for the requisite type of raw materials against commercial
licence. However they have experienced acute shortage of these raw
materials resulting in the overseas market. Attempts are being made
to import raw materials as quickly as possible. Meanwhile whatever
raw material is available is being diverted for Defence production.



‘APPENDIX X
[Vide Para 3:16 (25)]

EXTRACTS FROM MINISTRY..OF ECONOMIC & DEFENCE COC-
ORDINATION DEPARTMENT OF SUPPLY, PURCHASE 1I
SECTION FILE NO. PI-16(7) /62 Volume III Note page 3.

As desired by JS(P) 1 have scrutinised the requirements of wool
tops, and raw wool for woollen materials, for which foreign exchange
allotment has been obtained in two instalments of Rs. 8.2 crores (in-
cluding Rs. 2.5 crores for which licences had been granted to industries
earlier) and Rs, 5.7 crores (sanctioned by the Production Committee in

February, 1963) 1 have shown the figures mentioned below to Shri V.
Subramaniam.

2. The Working Group in the report submitted in November, 1962,
had worked out as under the requirements of raw materials for manu-
facturing woollen materials of which the forecast of requirements had
been furnished by th& Ministry of Defence.

Wool tops 17.8 million 1bs.
Carded Indian wool $9.1 million 1bs.

After taking in to account the availability of imported wool against
the civil import quota as well as the Indian wool, the Working Group
recommended import of the following quantities:

(1) Wool tops (mainly for 48s, §6s cross- " 17-8m. Ibs. (Imported wool)
bred and some quantity of 64s) Minus 3-6 m. lbs. (Indian wool)
Minus 4-0 m. lbs. (Imported wool)

10.2 3 »

(2) Carded Indian wool (required for
Cloth Drab Mixture and blankets)  39-1 million Ibs. .
8:0 ,, (Shoddy yarn imported,
Minus 12+0 million 1bs. (Indian wool)
“19- 1 million 1bs.

oot ————————

8. Wool tops. (48s, 56s and 64s).

Against 10.2 million lbs. required, the Federation have already im-
ported, as would appear from the statement at Annexure II (Slip ‘F),
6.94 million lbs. The balance of 8'26 million Ibs, is still to be imported.
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The Committee have recommended in Annexure 1I import of 3.98 mil-
lion Ibs. There is thus no discrepancy in the requirements orginally cal-
culated by the Working Group and the imports authorised, except that
we have in stock wool tops sufficient for manufacture of 1.7 million
metres of Serge Battle Dress, for which demands are to be obtained from

the Defence Services. This would enable us to maintain continuity of
production.

4. Carded Indian wool. Quantity recommen- 19- 10 million lbs.

ded for import Minus 5-3" (on account of re-
duction in the de-
mand for  Great
Balance requirements Coats requirements
of Cloth Drab
Mixture were asses-
sed originally at
3-97 million metres.
This has now been
reduced to 1-9m.

metres

Minus 1-9 million lbs, (on account of
import of 135,000
blankets from
U.K)

Balance requirements 12-8 million lbs.

The above quantity of wool is required for manufacture of blankets.
It is proposed that blankets with 45 per cent Indian wool, 40 per cent
shoddy and 15 per cent nylon fibre should be manufactured. On this
basis it is proposed to import 6:4 million 1bs. of shoddy wool. 7-2 million
Ibs. of Indian wool will be required for matching. After accounting for
the import of the shoddy to the extent of 64 million lbs., the balance of
6:4 million lbs. (12:8 minus 6:4 million 1bs.) represents a portion of
wool which was intended initially to be imported and for which foreign
exchange to the extent of Rs. 1'82 crores would remain unutilised. The
above figures are based on the presumption that Indian wool to the fol-
lowing extent would be available for use for blankets and other materials
required upto Defence specification:

-1

(i) 3'5 million lbs. for hosiery and Serge Service Dress

(i) 12:0 million lbs. for blankets.

The above figures are based en the estimates of availability as asses-
sed by the Working Group in addition, the Sub-committee has presum-
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ed that another 7.2 million lbs, of Indian wool would be available for
blankets, This would add upto 22.7 million Ibs.

JS(P)

Sd|- B. D. KUMAR

14-3-63

This is correct. What I would like to know is if ‘A’ above can be sur-
rendered.

DS (P)

. Sd|- ILLEGIBLE
e Qs 15-5-63
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APPENDIX XI

(Vide Para No. 3.47)
Cables sent to the Wool Advisers
No. 17 (15) /Tex (D) /62 dated 5-12-1962
CABLE URGENT STATE
BIRLA|GROVER

HOTEL CHEVROL
MELBOURNE

FROM SUBRAHMANIYAM PLEASE CONTACT TRADE COM-
MISSIONER SYDNEY|HIGH COMMISSIONER MELBOURNE AND
KEEP THEM INFORMED REGARDING PURCHASE CONTRACTS
AND OTHER DEVELOPMENTS AND POSSIBLY ASSOCIATE
THEM WITH NEGOTIATIONS STOP DELEGATION MAY RE-
TURN INDIA BEFORE PROCEFEDING UNITED KINGDOM UN-
LESS OTHERWISE ADVISED STOP

. COMIND
No. Tex (D) |67 (75) |62 dated the 6th December, 1962
CABLE URGENT STATE
BIRLA|GROVER
HOTEL CHEVROL
MELBOURNE

NO OBJECTION YOUR PROCEEDING TO UK () YOU WILL
BE TOUCHING AN INDIAN AIRPORT () PLEASE INDICATE
TIME AIRPORT AND FLIGHT NUMBER SO THAT UNDERSIGN-
ED CAN MEET YOU (.) YOU CAN LOCATE SUPPLIES IN U. K.
(.) TERMS AND CONDITIONS OF CONTRACT AND PAY-
MENTS TO BE FINALISED WITH GOVERNMENT APPROVAL
ON YOUR RETURN TO INDIA (.) ASSOCIATE OUR HIGH
COMMISSIONER IN UK WITH ALL NEGOTIATIONS (.)

SUBRAHMANIAM
COMIND
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CABLE URGENT Dt. 7-12:62:.
BIRLA|GROVER
HOTEL CHEVRON
MELBOURNE
RECABLE SEVENTH (.) DEALS ALREADY CONCLUDED-
SHOULD ‘STAND (.) PLEASE FORWARD BRIEF DETAILS
THEREOF TO MASSAUND HICOMIND CANBERRA (.) LATTER
WILL TAKE UP WITH AUSTRALIAN GOVERNMENT QUES-
TION OF INCLUDING THIS WOOL PURCHASE IN GOVERN-
MENT TO GGVERNMENT FINANCING ARRANGEMENTS (.)
ESSENTIAL YOU SHOULD PROCEED FROM NEWZELAND TO-
UK THROUGH INDIA AND GET INSTRUCTIONS FROM US
AFRESH (.)
SUBRAHMANIAM
COMIND!'
COPY
OT CN 452KC 110 MELBOURNE
8280 7 1187 ‘
URGENT AGV SUBRAHMANIAM COMIND NEW DELHI
RE CABLE 6TH HAVE ALREADY NEGOTIATING DEALS FOR
REQUIREMENT ON PROMPT PAYMENT BASIS STOP SUP-
PLIES VERY LIMITED MARKET RISING DUE HEAVY BUYING
CHINA RUSSIA EASTERN EUROPE STOP SUPPLIES CAN DI-
SPOSE OF ENTIRE STOCKS ABOVE COUNTRIES STOP OUR
MISSION WILL FALL UNLESS WE SECURE CONTRACTING ON
AGV P2|30—PROMPT PAYMENT BASIS STOP ALREADY CONT-
ACTED HIGH COMMISSIONER CANBERRA STOP GOING UK
EA STWARDS VIA NEW ZEALAND AS ORIGINALLY PLANNED
NOT TOUCHING INDIA STOP CABLE CLEAR ADVICE ABOUT
PURCHASES URGENT BIRLA|GROVER.
CABLE STATE
BIRLA° HOTEL ROYALOAK
WELLINGTON NEW ZEALAND
REYCABLE EIGHTH STOP SORRY COULD NOT CONTACT
ON TELEPHONE STOP YOU MAY CONCLUDE DEALS FOR RAW
WOOL MAXIMUM QUANTITIES AVAILABLE , OF REQUIRED
SPECIFICATIONS STOP PLEASE ‘GIVE BRIEF DETAILS AHUJA
HIGHCOMIND WHO WILL TAKE UP* WITH NEW ZEALAND
GOVERNMENT POSSIBILITY OF MEETING EXPENDITURE
FROM PROMISED CREDIT FACILITIES BALANCE WILL BE
CASH PAYMENT STOP FURNISH DETAILS CONTRACTS CON-
CLUDED STOP WILL MEET YOU THURSDAY NIGHT AIRPORT
No. 17|75|TEX (D) 62 dt. 10-12-62.
SUBRAHMANIAM.
COMIND



APPENDIX XII

(Vide Para 3.48)

SECRET
HIGH COMMISSION OF INDIA
IN NEW ZEALAND WELLINGTON

“No. 6/S| 62-Pt. Il December 18, 1962,
"My dear Coelho,

Please refer to correspondence on the Wool Mission’s visit to New
.Zealand resting with Subramaniam’s telegram No. 08354 of December 11.

2. That telegram and then clair cable sent to Shri R. K. Birla direct
.came just in time for the mission to complete their business and leave
for Broadford on the evening of December 11. They were in great hurry
.as they had a long list of requirements from the UK and the wool sales
-there were going to close down for christmas on December 20.

3. A list of the deals concluded by the Mission in New Zealand, in-
‘cluding details of the expected arrival of consignments in Bombay, is en-
+closed. You will notice that they bought 3,200 bales of wool on a c.i.f.
basis with a total value amounting to about Rs. 30 lakhs. They were
stiff bargainers, as one would expect from a group of hard-headed busi-
nessmen, and left highly satisfied with the prices at which they were able
.20 secure wool on a rising market,

4. I am afraid the New Zealand Government have been rather dila-
‘tory in reaching a decision on the question of credit. The attitude scems
to be that since the wool has been purchased on the customary basis of
+cash against documents and that since the bulk of the documents are
unlikely to be presented for some weeks, they can afford to take their
.time. There is also a tendency to invoke their overseas exchange diffi-
culties for delaying matters. I am trying to prod them into a decision
before Christmas and shall keep you informed about progress.

With kind regards,
Yours sincerely,
SdJ-
. ( V. K. AHUJA)
Shri V. H. Coelho, -
Joint Secretary,
‘Ministry of External Affairs, . STIRPTRTS o
‘NEW DELHI. 7
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=T APPENDIX XIII
(Vide para 3.49).
Report furnished by the Wool Advisers

CONFIDENTIAL

BOMBAY
December 22, 1962
The Wool Controller,
Ministry of Commerce and Industry,
Government of India,
BOMBAY
Dear Sir, ) ' LT

We, the following persons:— »

Mr. R. K. Birla (Leader) E !

Mr. B. M. Grover £
Mr. G. K. Singhania, and

Mr. V. Calloway

along with Mr. Eric D'Souza, Executive Secretary of the purchases on be-
half of the Federation of Woollen Manufacturers in India and All India
Woollen Mills Association Ltd., had left India on the 4th December,
1962, morning for Sydney from Delhi.

In Australia, we visited Sydney and Melbourne, where firm orders-
were placed for wool and wool tops with the various parties. The state-
ment marked ‘A’ is for the tops and wools purchased in Australia, giving
all the detailed informations, and is enclosed herewith. The statement
marked ‘B’ is with regard to wools purchased in New Zealand and state-
ment marked ‘C' is for the wools and tops purchase in Bradford,
Kindly note that the said statements enclosed herewith contain all the
detailed informations, We have kept in touch Mr. Masand, High Com-
missioner for India in Canbera (Australia) and Mr. Ahuja, Acting High
Commissioner for India in Wellington (New Zealand) about the respec-
tive purchases made in these two countries, We have also acquainted
Mr. Sengupta, I. C. S., Minister of Economic Affairs in the Office of the

Indian High Commissioner in London, of our business deals in Brad-
ford.
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Mr. Birla had got an advice from Shri A. G. V. Subramaniam from
Delhi to keep these Govt. officials in touch about our business activities-
and so all these three gentlemen were kept fully informed. We had re-
ceived a telegram from Mr. Subramaniam that long-term credit arrange-
ments were being negotiated by the Government of India through our
High Commissioners, with the Governments of Australia, New Zealand
and U. K. and we were asked to be fully informed in this connection.
The Acting High Commissioner of India in New Zealand gave us a hint
that the matter for the long-term payment was being discussed by the
New Zealand Cabinet and the result was expected to be out very soon.
As the Office of the Indian High Commissioner in Australia is at Can-
bera, Mr. Birla had to go there specially to know from Mr. Masand,
Indian High Commissioner in Australia, about the credit negotiations.
Mr. Masand reported to Mr. Birla that the talks in this connection have:
already been started but it would take about a week or so before the
result is known. We hope you must have already received the advice"
from these two Indian High Commissioners in this connection.

Mr. Birla was asked to proceed to U. K. via Delhi. in order to have
fresh instructions from Delhi, and so he left sydney for U. K. on the
18th instant via. Delhi, so that Mr. Subramaniam could meet him at the:
air-port. The other three members and the Executive Secretary proceed-
ed straight to UK. from Sydney via U.S.A. as was originally planned. At
the time Mr. Birla was leaving for U. K. via Delhi, he got confidential
information from the Melbourne office of the International Wool Secre-
tariat that the Australian Govt, has already discussed the question of"
long-term payment for purchases of wool and wooltops by us from Aus-
tralia. This information was given to Mr. Birla because he had the
opportunity of meeting Sir Wm. Gunn, Chairman of International Wool
Secretariat, at Sydney, prior to his departure for U.K. and he has made -
a personal appeal to Sir Wm. Gunn to advocate our case very strongly
to his Government. Sir. Wm. Gunn being a very important personality -
tn the wool business assured Mr. Birla that he would do his utmost to -
assist India in procuring the wool and wooltops on long-term payment-
basis and so he wanted to give this information to Mr. Birla and the-
same was given to him at the air-port on the day of his departure as-
stated above.

Mr. Subramaniam had given a letter in a closed cover to be handed-
over to Mr. Sengupta at London. Besides, he told Mr. Birla that Mr.
Sengupta of the Indian High Commissioners office in London has been
asked by the Ministry to negotiate long-term credit facilities for pur-
chase of wool and wooltops in UK. and so we should keep in touch-
with him. The letter was handed over by Mr. Birla to Mr. Sengupta
on his arrival at London and Mr, Grover and Mr. Singhania were also-
present. Mr. Sengupta clearly stated that there was no credit available-
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for this purpose nor any amount could be transferred to this account
from any existing credit. Regarding the future arrangements for credit,
he said that it was the first time that he knew of something to be done
in this connection. However, from the trend of his talks it appeared
that the chances of getting long-term credit facilities from U.K, for pur-
<hases of woods and woolstops were not very bright.

The types of wools and wooltops purchased in all the said three
countries were examined jointly by all the four of us and the prices at
which the orders were placed were also negotiated after a hard and great
deal of bargaining. This was also done jointly by all the four of us.

As per our policy we did not want to give any publicity whatsoever
regarding our mission but as the information about the licences issued
and the purchases to be made was already known in India to quite a
number of people, the same information was available in these three
countries before we arrived there and so naturally they knew that this
mission had come to purchase the emergency defence requirements. We
had however made it a point and were able to succeed in clarifying the
position in the minds of the suppliers and the people of these countries
that our present demand was not very large and that we had not come
to purchase simply anything available and at any price. We had also
made it clear that this is the mission appointed by the Woollen Industry
and is making purchases on behalf of the Industry and not on behalf of
the Government of India. However, when we explained to the people
whom we met, including “wool-men” of these countries, they were quite-
co-operative and sympathetic to the cause for which these raw materials
were being purchased.

Before we arrived at Sydney the market was quite steady on account
of continuous purchases by East European countries, China, and Japan.
Though we were late by about 15 days still we would say that we were
able to cover most of our requirements at very reasonable prices prevail-
ang at that time. It may please be noted that we have bargained even
for 1|4d in order to get the maximum quantity against the value of the
licence. However, from the trend of the prices made known to us today,
we fcel that we have made the purchases at an opportune time and while
coming to the comparision of the prices at which the orders have been
placed by us to that what are quoted to-day, we feel that there must have
‘been a saving of about 6 per cent to 10 per cent, which you can very
well appreciate, is a substantial saving. It may also please be noted that
even now we have paid higher prices than what we had thought to pay
at the time when the prices of the finished products was finalised in
Dethi, because the market has been steady for the last one and a half
month on account of other countries being very keen and quick buyers.
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As we have explained to you today that 48s combing wool is being
+quoted at between 68 to.71 d per Ib. c.if. Indian port and 48s tops prices
-are quoted between 75 to 78d per lb. c.if. Indian port, it is a question
to be considered very seriously whether we should buy combing wool or
tops. If we buy combing wool, the tops made out of the same is going
-to be very much dearer than if the tops are purchased. It does happen in
the business and today the position is that tops are comparatively much
-cheaper than the combing wool of which the tops are made. We have
‘however purchased about 4 lacs lbs. of 48s white tops is to be used by
-spinning units for making hosiery yarn against defence requirements,
Besides, we have purchased 3.5 lacs lbs. of 48s combing wool to be com-
bed in India. This is also meant for the same purpose of being spun for
:making hosiery yarn against defence orders.

Though it is beyond the scope of this Mission but it is necessary for
us to state that in Australia and New Zealand the Association and the
merchants who hive been importing Indian wools for making carpets,
‘were very much disappointed of our not being able to meet their de-
:mands pertaining to Indian wools. As a matter of fact, Mr. G. L. Puri,
Indian Trade Commissioner in Australia, with whom Mr, R. K. Birla
“had a full discussion, was reported to have very strongly suggested to the
“Government of India that this policy was suicidal and very serious and
immediate consideration must be given to see that enough quantity of
‘Indian wool is exported without any restriction. Is was also brought to
«our notice that export of Indian wool would fetch more foreign exchange
over the import of New Zealand wool which actually is such better
for making fabrics than if the cloth is made out of Indiun wool with
‘mixture of nylon tops. In New Zealand wool we shall not have to mix
-any nylon to increase strength, as the wool itself is capable enough to
wmeet out full defence specifications. To our great surprise, the Govern-
ments of Australia and New Zealand have now started making experi-
‘ments with their own. Crossbred wool for creating so-called “dead fibre”
which is a natural phenomena and characteristic of the Indian wool and
‘for this very reason our Indian wool is considered to be the best wool
for making carpets. This “dead-fibre” in the Indian wool is a nuisance
to the spinners in India because they cannot take it out and it gives a
‘bad spin and bad weave, while it is necessary for the making of carpets.
Therefore, it is suggested that maximum export of Indian wool should
‘be allowed to earn foreign exchange and in turn New Zealand wool
should be imported.

We have not purchased any dyes and chemicals nor nylon tow or
nylon tops because the first item could be very well negotiated in Indz.a.
as all the four important dves manufactures are fully represented in
1India, having their offices in Bombay, and so the orders for the flyes ?Jill
‘be placed to anyone who gives the best terms. This, as per our discussion,
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will be decided by you on Monday, the 24th instant when we would be:
present there to give you our advice in the matter. The total value of
the import licence for import of dyestuffs is Rs. 25 lacs. As regards the
purchase of nylon tow and nylon tops, we got a telegram from Mr. Sub-
ramaniam informing us not to purchase anything because he was mak-
ing arrangements in India for purchase of these items. We have no in-
formation as to what arrangement he has made and therefore, the mat-
ter has to be left to you. But it may please be noted that availability.
of nylon, and nylon tops is very essential to start producing defence re-
quirements, as without these nothing can be done. So the order for the
second item i.e. Nylon tops should be placed without any further delay.
No experiment in this connection should be allowed which may turn ouc
to be serious in case the tops made in India are found unsuitable and
unsatisfactory. We think it our duty to draw your attention that mak-
ing tops from nylon tow is a difficult operation and requires a special
technique and therefore, the conversion of nylon tow into tops in India
should be done only after successful experiments have been done.

We have reserved about Rs. 40 lacs for purchasing nylon tow and ny-
lon tops, from the licence of Rs. 5.25 crores. We have also reserved =«
sum of about Rs. 50 lacs for the special type of tops, against orders of
Angola shirting, which Binny mills wants to purchase directly from only
one supplier who is reported to have processed this special type of tops
for Binny only. We have also reserved about Rs. 5 lacs for purchasing
Merino tops required for Bharathia, based on the orders placed now. We
have further reserved Rs. 10 lac for marine wool meant for flannel and
silver grey and cloth baret. Besides a sum of about Rs. 30 lacs has been
reserved for either purchasing—48s tops or 48s combing wool for hosiery
orders,

Therefore, in total, we have reserved a sum of Rs. 135 crores for the
above mentioned items orders for which will be finalised in India. We
have purchased goods worth about Rs. 365 crores by now. We are how-
ever to purchase 1 lac pounds more of 56s dyed tops valuing approxima-
tely Rs. 6 lacs. Therefore, the total purchases, including the ones for
which the orders are to be placed in India, will be as follows:—

Orders already placed . . . . - 3:65 Crores

Orders to be placed for 56s dyed tops - . + 0-06 Crores

Orders to be placed for vari-us items - . « 1-35 Crores:

Totol orders already placed agamst the 1mp rt

licence of Rs. 5-28 crores - - §-06 Crores'
Yours faithfully,

Sd/- R, K. Biria
Sd/- B. M. Grover
Sd:- G. K. Singhania:
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Encl:

P. S. Mr. Calloway being out of Bombay has not signed the Report.
But we know that he is in full agreement with our view-point as enu-
merated in this Report.

CC: Shri Manubhai Shah, New Delhi Along with the encls,

Shri Jaisukhlal Hathi, New Delhi Along with the encls.
Shri D. S. Joshi, New Delhi Along with the encls.
Shri N. E. S. Raghavachari, D.G.5.&D. New Delhi  —do—
Shri R. Doraiswamy, L.A.S. —do—

Textile Commissioner, Bombay.
Shri A. G. V. Subramaniam, New Delhi.
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APPENDIX XIV
(Vide para 3.56)
Note furnished by the C.B.L

The complaint on the basis of which enquiries were initially
taken up by the Central Bureau of Investigation had also contain-
d the allegation that members of the Wool Advisory Committee
who went abroad for purchase of wool to be imported for meeting
urgent Defence orders, had paid high prices.
lected.

The enquiries which were conducted by the Central Bureau of
Investigation in regard to this allegation consisted of the follow-
ing:

(1) The relevant record of the Office of Textile Commissioner,
Ministry of Commerce, Office of the Joint Chief Controlier of Im-
ports and Exports and of the Customs Department was checked to

see if any evidence having a bearing on this allegation could be col-
lected.

(2) Efforts were made to ascertain as far as was possible, the

then current wool prices. For this purpose the following publica-
tions were consulted:

(i) Weekly charts pertaining to the International wool
market at Bradford.

(ii) ‘“Wool notes’ of the International Wool Secretariat.

-(iii) “Indian Textile Bulletin’’ published by the Textile Com-
missioner.

.(iv) “India and Pakistan—Wool, Hosiery and Fabrics" pub-
lished by John Worell Limited Oldham, England.

(v) Trade Bulletins of Australian, Newzealand and Bradford
wool industry as were available in the Textile Commis-
sioner’s Office, and with All India Woollen Mill Federa-
tion and some of the industrial houses like Anjaria and
Hazrat and Company.

(3) An attempt was made to compare the prices of the import-
«ed wool with the prices of similer quality of wool imported by
.eertain mills on the basis of import licences issued to them. In
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this connection 19 bills of entry relating to imports during March,
1963. and October, 1963, for import of wool from U.K., Australia,
Italy and Japan were traced. From a scrutiny of these bills of
entry it was found that they did not contain full description of the
goods imported and therefore, did not furnish foolproof data for
comparison but still a comparison was made on the basis of the
prices of these wool tops which seemed to be of similar specifica-

tions to those imported through the Wool advisers. The compari-
son gave the following results:—

1. In the month of February, 1963, Raymond Woollen Mills Ltd.,
Bombay imported 49510:7 Kgs. wool tops 56s dyed for £ 44517-19-0.
The rate was worked out per Kg. and it comes to 215:8d.

The Federation in the month of March, 1963, imported 8994 Kgs.
dyed Khaki wool tops 56s for £7904-14-1. The rate per Kg. works
out to 210-9 d.

2. In the month of March, 1963, M/s. Gagalchand Ratanchand
Woollen Mills of Bombay imported 2990 Kgs. of 48s white oil
combed wool tops for £ 1857-4-8. The rate per Kg. works out to
172'8 d.

In the same month the Federation imported 4635°20 Kgs. of

super oil combed wool tops 48s for £ 3244. The rate per Kg. works
out to 168 d.

3. In the month of June, 1962, M/s. Mahavir Woollen Mills of
Ludhiana imported 4536 Kgs. of super oil combed wool tops 48s
for £ 3127-17-1. The rate per Kg. works out to 165:7 d.

In the month of March, 1963, FederationA imported 4635:20 Kgs.
of super oil combed wool tops 48s for £ 3244. The rate per Kg.
works out to 168 d.

4 M/s. Ahmed Woollen Mills, Ambernath during September,
1963, imported Xbred sheep wool tops 56s super warp oil combed
wool tops weighing 9135 Kgs. for £ 7822-17-0. The rate per Kg.
works out to 207-3d.

The Federation imported Xbred sheep wool tops (quality and
count not given) weighing 36545 Kgs. for £ 37125-1-6. The rate
per Kg. works out to 244:8d.

‘c-q

5. In the month of January, 1963, M/s. Shri Denesh Mills Ltd,,
Baroda imported from U.K. 4497 Kgs. of scoures wool for £ 3589-1-8.
The rate per Kg. works out to 191:5 d.

268 (ail) LS—20.
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In the month of May, 1963, the Federation imported from Aus-
tralia scoured wool weighing 4591.26 Kgs. for £3348. The rate per
Kg. works out to 175d. It may however, be mentioned that in this
case the countries of origin are ditferent.

6. In the month of March, 1963, the Federation imported 29817
1bs. of 563 tops oil combed shade Khaki for £ 11604-19-7. The rate
per 1b. works out to 834 d.

A pamphlet showing the rates for August, 1963, was available
and it is seen that the rate of 56s super is 984d. and 563 B is 96 d.

It may be mentioned in this connection that detailed enquiries
in the question of prices paid for the wool abroad could not be made
because it was found that comparison is possible between prices of
the wool of the same quality only if country of origin is the same,
and then for proving that the price paid was higher it would have
to be established that the prevalent prices in the country from
which the wool was obtained for example, Australia, was &t the
relevant time lower than the price for which a particular quality of
wool was purchascd. As evidence on the point could only be col-
lected in the country from which purchases were made, these en-
quiries could not be pursued, specially as the experience of the Cen-
tral Bureau of Investigation is that the firms and other agencies in
foreign countries do not cooperate even in giving information of this
nature against the firms belonging to their country let alone give
evidence in court. For this reason no enquiries were also made in
any foreign country. It may further be added that the enquiry by
the Central Bureau of Investigation was takén up some three years
after the importation of wool and even samples of the imported
wool were not available except a few with mills like the B.I.C. but
even these were in a deteriorated condition.

Since, to the extent it could be determined from the investiga-
tion done here, it could not be established that the prices at which
woul was imported by the ¥ederation in 1963 was higher than the
market rate, it was not considered worthwhile to pursue this alle-
gation further.

-



APPENDIX XV
(Vide para 3.60)
Note furnished by D.G.s. and D.

Prior to the Chinese aggression in October, 1962, the purchases
wof woollen articles normally used to be on the basis of “without
assistance’’. The requirements prior to the Chinese aggression used
1o be small which were catered to by the Trade within their own
commercial quota.

2. A statement at Annexure I is placed below which gives the
prices for some of the hosiery items that were purchased prior to
the Chinese aggresion.

3. Statement at Annexure II and Annexure III gives complete
detuils (extracts taken from the files itsclf) showing the procedure
adopted in negotiating prices for hosiery as well as woollen fabrics
Anuexure II1 gives the comparison of the prices paid as well as the
prices which were available prior to Chinese aggres:zion. The las§
purchase prices were kept in view when the prices were negotiated
for woollen fabrics.

4. For hosiery, the prices were based on the ceilings fixed by the
Ministry of Commerce which were in force at the time of negotia-
tions with the hosiery 11'is. Annexures II and III give complete
details of the negotiations.
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ANNEXURE II
(to Appendix XV)

Pricing proposals on all wocllen fabrics. as well as hosiery goods
to be manufactured by the large-scile units have already been
approved by the Minister of Supplies and submitted to F.A. and the
Minister for Finance for approval. We had then not discussed with.
the small-scale sector regarding prices that should govern the
supply of all hosiery items for the calendar year 1963

Discussions were held with some members of the Small-scale
units as well as the President of the Hosiery Federation on 1st
December, 1962, by D.G. when AF.A. Shri A.C.A. Rao was present.

Initiating the discussions, D.G. pointed out that since the volume
of work is likely to be of a larger magnitude, the prices applicable
for all the items should be lower than the rates hitherto allowed.
The members of the industry pointed out that for hosiery goods made
out of imported wool, they will abide by the rates fixed by the
Textile Commissioner for the verious items based on the cost of
imported wool tops. D.G. nointed out that these were ceilings fixed:
by the Textile Commissioner, and for bulk orders Government
expect from the industry lower rates than these ceilings.

After detailed discussions on each of tha items, rates as indicated:
in the following table were agreed upon. Thé ceiling rates appli-
cable, according to the formulate laid down by the Textile Commis-
sioner, for the various items are indicated alongside. The table-
would also indicate the prices we have fixed with the large-scale-

units.

Item Tex. Price Price for large scale units
Comm- now
r’s cei- fixed
ling \impor-
ted Imported Indigenous
wool) wool wool
I 2 3 4 S .
Rs. Rs. Rs. Rs.
1. Jerseys . 34" 1610 15°'80 14°75 16-75

36" 1691 16:61 1535 1735
38" 17'B1 1746 16-40 18- 49
40" 18-62 18:29 17:00 19°CO

204
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I 2 3 4 5
2. Socks 9 2:63 261 . .
o} 2-85 2-83 . .
10 3-16 2'14 311 3°46
1§ 342 340 332 367
I 372 363 363 3908
114 404 3-88 .. .
12 434 403 ..
3. Under Pants . o No 14°70 12°30 . Price less
I ceiling 1675 127§ . than LPP by
2 for 18:80 14°65 .. so nP.
3 this 20'8s 15°30 ..
item
4. Drawers 1 Deo. 7°16 v These are
2 7-60 plaited w'th
3 8-00 Cotton.
4 8:43 New item but
based on Vest
-winter,
Same as LPP
s. Vests Winter . 1 Do. 7°54 8:30
2 798 8-60
3 8-42 980 Same as LPP
4 8-87 10°00
3 9°33 -
6 9°79 o
6. Caps Com-
forters Khaki . 3-20 3°20 275
7. Comforters
Khaki 598 5-98
8. Caps Balacla- 7-62 7:62
va Snow: Lar- 6-19 6-19
ge (60’s Me- 572 5°72
dium tops) .
Small
9 Gloves . . 0 3:'04° 3°04
I 3°28 3-28
2 3°52 3°52
3 3-89 3-89
4 4°13 4:13
10. Hosectops
Khaki I 3-51 3-51 .o
2 3-68 3:68 .
3 3°95 3°95 .
4 4°12 4°12 .

e ———— 04— et — o V" -\

e



296

1 2 3 4 )
11. Mufflers wn,
Navy Blue . 726 726 .e
12. Stockings wn
Navy Blue 10" 4°56 456 .. .e
1cd” 4-83 4°83 .. ..
11 §:26 §°26
1§ 553 5°'53
12° 5§80 580
Putties . . . Small Scale

units are not
interested in
this item.

During these discussions, no agreement could be reached
regarding the prices of articles made of Indian wool and nylon as
the small-scale units were uncertain about the availability of suitable
Indian wool in sufficient quantities as also the prices at which the
spinners will be selling then such yarn. They wanted some time to
reconsider this position and assured us to let us know their price
schedule in due course, '

The prices agreed upon in the above meeting, as detailed above,
may now be approved. These prices will apply to the articles
frrespective of the shade required. The usual shades indented for
are Olive Green, Khaki, Blue Grey and Navy Blue.

The total value of the indents available with us for various items
of hosiery amounts to Rs. 8.60 crores, as per statement attached.

Sd. V. Subramanian

10-12-62.
T11-12-62.

DDG (S)

e

Finance

Minister for Supply
Sd. J. S. Mathur
11-12-62
[File withdrawn from DG for incorporating pricing proposals
for jerseys and socks made out of admixture of indigenous wool and
nylon, from the small scale sector].

The Hosiery Industry Federation, Ludhiana, have since submitted
their prices for Jerseys and Socks manufactured out of admixture
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©f 90 per cent indigenous wool and 10 per cent nylon. The prices
quoted are detailed below. The last purchase prices for similar
quality from the small scale sector are also indicated alongside.

Price now L.P.P.

offered
Rs. Rs.
Jerseys 1 . . . . . 18:55 18-8¢
2 . . . . . . . 19-77 19:77
3 . . . . . . . 20-69 2069
4 . . . . . . . 21°61 21-89
Socks c¢}* . . . . . . . 371 371
10° . . . . . . . 3:97 3-97
(o S . . . . . . 4-18 418
117 . - . . . . . 439 4 39
11y’ . . . . . . . 4°70 4-70
127 . . . . . . . 4°91 4°91

Considering the restricted availability of indigenous yarn, the
price can be considered as reasonable. This price may also be
-approved along with the prices for imported material as detailed at
Pp- 2 ante,

Total value of the indents available with us for the various
hosiery items amounts to Rs. 8-60 crores, as per statement attached.

Sd. V. Subramaian
18-12-62

DDG (S)

DG

DFA

Depot & Supply

Sd. J. S. Mathur
18-12-62

Prices for Jersey with indigenous wool are slightly less than the
Last Purchase price & those for Socks are the same as IPP,

For hosiery items with imported wool the prices are below the
ceilings of the textile commn. The Small scale units have to depend
on spinners for yarn unlike the large scale units and their prices
are necessary higher. The difference is somewhat high in the case
of underpants. In the case of Vests Winter the rates ar lower.

. 8d. K. V. P. Rangarao
R R . 5 19-12-63
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DFA/1in. {or Supply

DFA wanted to know the estimated rates as also L.P.P. against:
the various items. The figure of Rs. 8-60 crores, as mentioned in
the Directorate’s Note, is the total estimated value of all the indents
for hosiery items received by us so far. However, individual estima-
ted rates item-wise are given below:

Jerseys 2119  (Flat rates for all sizes)
So:ls 4 91 ~do-
Drawers - 12° 00 -do-
Vests Winter 8-45 -do-
Caps Comf rter Kh, 2-56 -do-
Comforters Kh. 6° 60 ~do-
Caps Balacldva 8-2> -do-
Gloves 435 -do-
Hosetops 2:62 ~-do-
Putties 412 -do-

Rates for Underpants, Mufflers and Stockings have also been
settled as indents for these items are likely to come later. For
Putties, no rates could be settled as none of the units were interested
in undertaking manufacture of this item.

As for LP.P., the maximum price allowed was the ceiling price
fixed by the Textile Commissioner for stores manufactured out of
imported wool, and for Jerseys and Socks manufactured out of
indigenous wool and nylon the L.P.P. has already been indicated.

Sd. V..Subramanian
20-12-62

DFA

In their note dated 28-11-62, dealing with the purchase of Wool-
len and Hosiery items, the STV Directorate had mentioned that
prices for hosiery items applicable to small scale units would be
finalised and put up separately for approval. This has now been
done vide the foregoing note. It will be noticed from p. 2 ante that
the prices fixed for small scale units based on imported wool are
either the same or lower than the ceiling prices fixed by the Textile
Commissioner. In a few cases like Under Pants, Drawers and
Vests Winter, no ceiling prices have been flxed by the Textile

Commissioner.
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2. Tt will be noticed that the prices proposed for the small scale-
units are in all cases higher than the prices fixed for the large scale
units except in the case of Vests Winter where the proposed rates
are lower® by 7 to 16% than the rates fixed for large scale units
In the case of Jerseys, these prices are higher by about 7 to 8%,
in the case of Socks 1 to 2-4%, Caps Comforters about 16%. In the
case of Under Pants, these are higher from 19 to 36%. Normally,
we allow upto 15% price preference for small scale units but as these
are urgent operational demands and we hav~ to took every available
capacity, we may agree to the rates proposed on p. 2 and 4 ante.

(*These are lower because the large scale units will make out of
100% wool whereas the Small scale units will use partly wool &
small percentage of cotton.)

3 It may also be pointed out that the rates now settled with the-
small scale units are generally lower than the estimated rates c.f.p.
given by the indentor except in the case of Vests Winter (some sizes-
only), Caps Comforters and Hosetops where the estimated rates @
are lower than the rates settled with the small scale units.

@ Est. ratcs Rate rop- sed
Vests 845 887 to 9: 77
Cars Comf. 2's6 320
Hoseto;s 262 351t 412

4. As the total value of the coverage will exceed Rs. 1 crore (the
exact figure cannot be indicated at this stage but it will be about
Rs. 8 crorest), FA and FM may kindly see for approval after the-
Minister for Supply has seen.

(tFor full one year, of which coverage on small units will be:
about Rs. 6 crores and balance on large units.)

Ministry for Supply
F.A.
Sd./- F. C. PHAT'N,
Dy. Fin. Adv.
20/21-12-1962.

Sd.f-
22-12-1962.

I am not quite clear as to what is meant by "Considerin-g. the
restricted availability of indigenous yarn, the price can be consider—
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ed as reaconable.” at ‘A’ on page 4. For these orders, are we going
o give yarn at fixed price or are the manufacturers to Procure yarn
themselves? Are these prices fixed for a particular period? If so
for what period? Are we going to revise these rates when we will
be supplying yarn from the new quota. :

. The 'diﬁ-erence in price between the large scale and small scale
industries is nearly Rs. 2. Is it because on account of extra excise
-duty they have to pay or because of 15 per cent price preference
that can be given to them.

Sd./- J. L. HATH],
23-12-1962.

-D.G.S. & D.

This was discussed with the Minister for Supply this morning
‘when the Minister for International Trade was also present. A
present there is no price control on the yarn made out of indigen-
ous wool and, therefore, no ceilings have been fixed by the Textile
Commissioner for articles made out of indigenous wool. The Minis-
ter for International Trade felt that the time had come when prices
for yarn from indigenous wool should also be controlled by the
"Textile Commissioner. Once this is done the T.C. will also fix up
ceilings for finished hosiery articles made from such yarn. It is
not possible at this stage to say what these ceilings would be. It
was, therefore, decided that for the present we place orders only
for requirements upto March’ 1963, for hosiery articles made out of
indigenous yarn at the prices now agreed upon with the Small
Scale Industry. The prices would then be reviewed in the light of
.ceilings fixed by the Textiles Commissioner.

2. As regards hosiery articles made out of imported wool, though
the prices are within the ceilings fixed by the Textiles Commis-
sioner, it was considered that we should review these prices every
three months. This would enable us to take note of any variations

.on account of fluctuation in the prices of wool in the international

. market.

3. The next question raised by the Minister for Supply is the
- question of differences in price between large scale and small scale
Industries. This difference is not on account of any price prefe-
rence. Small Scale Industry has to produce yarn from spinners
and, therefore, the cost of yarn to them would include also the spin-
-pers’ profit. In the case of large scale units, who spin their own
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yarn for conversion into hosiery, the question of profit at the spin-
ning stage does not arise. In addition, the small scale hosiery unit-
has to pay the freight on the movement of yarn from the spinning
unit to the hosiery unit. This question does not obviously arise in
the case of composite mills where the spinning and hosiery are
located under the same roof. There is bound to be a certain
amount of waste of yarn in the process of conversion into hosiery,
which is upto 15 per cent. The large scale units would be in a
position to recover this wastage and convert it into yarn whereas
the small scale units do not have this facility. In view of all these
factors, the price of the product from the small scale industry 1s
bound to be higher than that from the large scale industry. The
question may be asked why in such a case should we purchase from
the small scale industry and why should we not restrict our pur-
chases entirely to the large scale industry. The capacity of the
large scale industry is only about 10 per cent of our total require-
ments. Therefore, we have to procure 90 per cent of our require-
ments from the small scale units.

Sd./- N. E. S. RAGHAVACHARI,
24-12-1962.

Minister for Supply.
D.GS&D. u.o. No. DG/9548-62 datea 24th December, 1962.

We should place order only for our requirements upto March,.
1963. The prices for the further requirements can be fixed after-
the prices for year has been fixed by the Textile Commissioner.

Sd./- J. L. HATHL
24-12-1962.

MINISTRY OF FINANCE (SUPPLY WING)

This deals with the purchase of Hosiery items from small scale-
units. Proposals for purchase of hosiery items from large scale-
units were approved by F.A. and F.M. vide copy of notes at slip-
‘B’ below.

-2, F.A. may kindly see my note on pages 5 to 7 ante and subse--
quent noting. The Minister of Supply. has now approved the pro-
posals to place orders for nostery items on small scale units at the-
rates indicated on page 2 and 4 ante for 3 months in the first in-
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-stance. Future orders will be placed after reviewing the prices on
. quartely basis. It will be seen from para 2 of my note on page 6
.ante that the prices which are proposed to be paid to the small
scale units are higher than the prices fixed for large scale units.
D.G. has explained the reasons why it is neccssary to pay bigher
prices to small scale units vide para 3 of his nole on page 8 ante.
'The rea-ons are that the small scale units have to obtain yarn from
spinners and, therefore, the cost of yarn to them would also include
the spinners’ profit. In the case of large scale units, who spin their
own yarn for conversion into hociery, the question of profit at the
spinning stage does not arise. In addition, the small scale units
have to pay freight on the movement of yarn from the spinning
unit 1o the hosiery unit. This does not arise in the case of com-
pisite mills where spinning and hosiery are located under the same
roof, Another reason is that there is a certain amount of waste
of yarn in the nrocess of conversion into hosiery. The large scale
units recover this wastage and convert it into varn again, whereas
the small scale units do not have this facility. Due to the-e factors,
the prices of small scals units are higher than the large scale units.
1t is difficult for us to indicate to what extent each of these factors
will affect prices without the actual cost examination. It may,
perhaps, be worthwhile to undertake this cost examination in the
~case of one or two items with a view to see whether the small scale
units are not charging undue profits. As will be seen from my
note on page 6 ante, there are two items .where the price differen-
tial is very high, namely, 16 ner cent in the case of Cans Com-
forters and 19 to 36 ver cent in the case of Under Pants. While we
‘may provigionally agree to the rates oronosed by D.G. for these
two items, it mav be desirable tn ask our Cost Accounts Officer to
‘go into the costing of these two items and fix the final vrices after
we know the result of the cost examination. As to other items
snch as Jersevs and Socks, the difference in prices is not very large
and we may agree to the rates as nroposrd. We may also agree to
‘the rates proposed for Drawers of different sizes, Comforters
Khaki, Caps Balaclava, Gloves. Hos~tons Khaki, Mufflers Navy Blue
and Stockings mentioned on page 2 ante. For these items no prices
have been fixed for large scale units and, therefore, no comparison
.is possible. The vrices for thes~ items are, however, the same as
‘the ceiling fixed by the Textile Commissioner.

3. It may incidentally be pointed ov* that it is nrecisely for the
reasons explained in para 3 of D.G’s note on page 8 ante that we
glve some price preference to small scale units (not exceeding 18
per cent) as th~ cost of production of such units is gonerally higher
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than the cost of production of large scale units for some reasons or
the other such as excise duty, freight, wastage etc.

4. As the total value of the coverage will exceed Rupees One
Crore, F.A. and F.M. may kindly see for approval.
Sd./- F. C. DHAUN,
28-12-1962.

The placement £ order to cover three months requirement, esti-
‘mated to co:t Rs. 1.5 crores may be approved. -

The question of future price structure has been raised by the
‘Minister of Supply, as mentioned in the noting at rp. 7-9jn. As
‘these are repititive items, it would be useful to have all aspects of
this problem thrashed out. We would suggest that this might be
done well before the expiry of the three months period and an
inter-departmental discussion arranged for this purpose.

FM. may kindly approve.

' Sd}- INlegible.
F.M.
29-12-62.
Sd./~ Morarji Desai,
29-12-62.



Annexure III (to Appendix XV)
EXTRACTS TAKEN FROM FILE NO. DS(STV)/FABRIC/62.

In view of the large requirements of woollen clothing items om
account of the present emergency, ways and means had to be found
to determine the procedure of procurement. After initial discus--
sions with the composite mills in the woollen industry, it was found
that these large requirements of various woollen items could be pro-
cured only if we were allowed to import substantial quantities of
wool tops and raw wool immediately during the ensuing months.
This was particularly necessary as the quantum of licence issued to
the woollen industry was gradually reduced from year to year and
the present allocation of Rs. 5 crores in ull for the year was very
meagre.

The position was brought to the notice of the Ministry of Com-
merce and Industry, the controlling authority. The Minister for
International Trade called for an immediate meeting of the mem-
bers of the woollen industry and as a result of these deliberation,
Shri I. B. Dutt of the Textile Commissioner’s Office, was appoint-
ed as the Wool Controller, and four members from the industry
constituted the Advisory Body. The woll Controller, assisted by
the Advisers, had a series of discussions with all the members of
the woollen industry including the combers. After ascertaining the:
detailed views of the industry, the Working Group submitted their
report to the Resources Committee. The approval of the Resources.
Committee to the import of the immediate requirements to the tune
of Rs. 8 crores of wool tops and raw wool, has been conveyed to the-
Minig‘ry of C&I who are arranging to issue necessary licences to a
central body who has been nominated by the Ministry of C&I for
import of the overall requirements. Out of Rs. 8 crores Rs, 2 crores
will be adjusted against licences already issued to the woollen in-
dustry for use during the six months April—September, 1963, while-
fresh licences to the tune of Rs. 5.3 crores will be issued.

Further discussions were held on 24th and 25th Nov., 1962, with
the members of the woollen industry by DGS&D to decide upon the
type of material each unit will supply as also prices therefor. It was:

304
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the intention to stabilise these prices for a period of one year. Dur-
ing these discussions, the units have given us firm figures of their
total monthly capacity that will be available to Government as also
.quantities of the different items that they could manufacture from
the existing allotment of foreign exchange as well as quantities that
could further be supplied with assistance. A statement giving the
details is attached.  All these quantities are to be delivered between
Jan. and Dec,, 63, and a small quantity in December 62 also. The
prices for the different materials that would be supplied during this
period were also decided upon in consultation with the Ministry of
Finance. These prices are exclusive of excise duty., The following
are the details:

Item Made from  Made from LPF
Imported  Indigenous ool —
Wool and Nylon  Imported  Indigenous
per merre per ‘netre
1 2 3 4 5
Serge Battle dress * Rs.25:00 Rs. 25°50 Rs.15°25 Rs. 25-00

Rs. 25- 20 1in case (per yd).
of woollen weft,

Cloth Dram Mixt. +« Rs.23'25 Rs.23°25 .. Rs.22-00

Blankets Barrack . Rs. 29-00 .. Rs. 27-00
Rs. 28-50 for
Blankets made
of 40% shoddy,
45% Indian wool
and 159% Nylon

Shirting Angola. - Rs. 5-10 .. Rs. 510
for wool &
cotton
meterial
on the
woollen
principle
(30"width
Rs. 10°20
for same
as above
but 60"
width.

Rs. 10
for wool

266 (Aii) LS—21.
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2 3 4 5
BreatneaBlue Grey *© Rs 29°75 .. Rs 26-00
Cleth Wn, Supesfine * Rs. 20°20 . Rs. 3020
Cloth Flannel Silver Rs. 13°70 . Rs. 14° 50
Grey in the case
of BIC
units
Rs.14°50
in the case
of O.C.M.
Cloth Wn, Cell. .. Rs. 15-40 .. Rs. 1540
Heavily raised . 5
Cloth Wn. Brown . . Rs. 17°50 Rs. 17°90
Cloth Blanket . .. Rs. 14+00 . Rs. 13°25
Serge Blue Q. 1. * Rs.22-60
Serge Slue Q. II * Rs.27°50 .. .. Rs. 17.50

Serge Blue Q. III + Rs.17:5¢ (50%, imported wool
& 50%, Indian wool)

Serge Blue Grey * Rs. 206" Rs. 20-60
Bunting . .. Rs. 12°15 Rs. 12"15
Cloth Collar White -+ Rs.30°:00 .. Rs. 3000
Cloth All Wool Melton  Rs. 33°00 Rs. 3300
Finish.

Note: While for majority of the items the prices fixed were near
about the last purchase price, in some cases upward revisions was
necessary in view of the conversion of prices from yard to metre,
statutory increase in excise duty, increase in international wool
prices and increase in the cost of living index.

In fixing the price for Blankets and Blanketing Cloth, the current
trend of wool prices was kept in view in standardising the rate of
Rs. 29.00 for Barrack Blankets and Rs. 28.50 for Shoddy Admixture
Blankets.
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Hosiery.

The following prices have been accepted by B.I.C. Units and
Raymonds:

Item Size Imrorted  Indian L.P.P.
wool and —_—
Nylon Imported Indigenous

SO—10" . . . 311

, 245 3-25 397
QK—,IO} . . . o 332 3.67 3-43 4.13
S. 11 . (L 363 3-98 3-66 439

({Other sizes proportionate to weight)
Jerseys 34" 14°7$ 16+55 16°10 18-85
36: 15°35 1735 16°93 1977
38 16-40 18-40 17°76 20-91
40" 17°00 19°00 18°59 ..
sts 1 8:30
Woollen, 2 8:60
3 980
4 10-0C
Underpants o 12°30 .. 1520
Woollen 1 12°75 1525
2 14°65 19°30
3 15°30 2135
Caps Comforter, 275 .. 3-°00

5. Messrs Panipat Wollen & General Mills, Kharar, feel that the
prices fixed for the large scale sector are too low. Since they are a
part of the large scale sector, we cannot possibly allow them rates
higher than those for big units. In such a case we may decide not
to place any orders with them for hosiery items.

The Ludhiana units, who are the main sources of supply for
hosiery items, have always enjoyed higher prices as compared to the
large scale sector in view of the fact that they obtain their yarn from
the spinners whose charges will have to be added to the price of yarn;
while the composite mills engaged in the supply of hosiery items
have their own arrangements for combing and spinning. As such, a
separate set of rates will have to be decided for Ludhiana units keep-
ing in view the last price paid for qualities made out of both imported
as well as indigenous and nylon admixture. Discussions with these
units will be finalised on 1st December, 1962.

7. In the meantime, we will have to proceed with the placement
of orders at the agreed rates with all the units who have offered
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specific quantities of different varieties to the extent of indents avail-
able, with a reservation to place further orders during the next few
months for supplies required by December, 1963. Most of the com-
posite units have assured us that they have revised their pattern of
production to maintain supplies of such qualities of fabrics as are
required by Defence, out of stocks of raw material available with
them. This will, to some extent, cover our immediate requirements
in the next two months.

8. The Ministry of Supply may kindly approve of the above rates
for the various items which will be applicable for all supplies made
from now on till December, 1963, against fresh orders to be placed
with the firms listed in the statements referred to earlier in this note,
as well as new comers like Amritsar Power Loom Manufacturers
Association.

- O. The total value of coverage on the basis of indents on hand will
be

For fibrics . . . . . » Rs. 14°63 crores.
Blankets . . . - Rs. 11-34 crores.
Hosiery .  Rs. 8:60cores. *

TorAaL - . . . * Rs. 34-54 crores.

*Price for hosiery applicable to the small scale units at Ludhiana
will be finalised at the meeting with the industry on 1-12-62 and
separate proposals will be put up for coverage on them.

Sd|-
(V. SUBRAMANIAN),
28-11-62.
DDG (S) Sd|- J. S. Mathur,
DG 29-11-62.
DFA

Ministry of Supply.

To meet the large demand of the Defences Services for Woollen
garments, we held negotiations with the representatives of the large
scale industry. The prices finally agreed to are given in the note
above. It will be observed that by and large the industry has agreed
to supply material at the prices at which they are mmking current
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supplies. They were, however, insistant on increases in respect of
the following items:

(i) Serge Battle Dress.

(ii) Cloth Drab Mixture.

(iii) Blankets Barrack.

(iv) Bareathea Blue Grey.

In the case of Serge Battle Dress and Barathea Blue Grey, the

prices for materials from imported wool show a considerable in-

crease but this is due to conversion of prices of yard to metre, statu-
tory increase in excise duty on yard and increases in international
wool prices.

In the case of Cloth Drab Mixture and Blankets Barrack, there
has been an increase in the material made from indigencus wool,
which is due to the current trend of wool prices in India. In regard
to Blankets Barrack, the Industry felt that a price of Rs. 32|- was
reasonable in view of the current prices of wool but after consider-
able persuasion, they agreed to accept Rs. 29 as against the current

price of Rs. 27|-.
There is also a similar increase of 50 nP per metre for Serge
from Indian Wool.

The prices agreed to for the hosiery items is very reasonable con-
sidering the previous prices.

The prices for hosiery fixed for large scale units will not apply
to the small scale units as the cost of the latter is bound to be higher

as they are dependent for yarn supply on spinners. We have had
discussions with the representatives of the small scale units and a
separate note is being put up. The above rates may be approved.
Sd|-
(N. E. S. RAGHAVACHARI),
5-12-1962.

D.F.A.
Minister for Supply.

I was associated in the discussions with the Woollen Industry
when the question of prices was discussed and this is the best we
could achieve. We may, therefore, agree to the rates for various

items mentioned in the foregoing note.
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As the value of the coverage will amount to about Rs. 34' 54 crores,
F.A. may also kindly see efter the Minister for Supply has seen and
approved. '

Sd|- F. C. DHAUN,
5{12|62.
Dy. Fin. Adviser.
Dir. (STV).
Minister for Supply Sd|- (J. L. HATHI),
F. A. may now see.
Sd|-
(N. E. S. Raghavachari),
1012|1962.

F.A.

DGS&D U.O. No. DG|8915/62, dt. 11'12162.

Discussed with D.F.A. (Supply)—Shri Dhaun. On an enquiry by
me as to what was the basic reason that the prices for certain articles
were significantly higher than the last purchase price, he has clarified
that the price of imported wool has gone up generally by about 10
per cent to 12 per cent during the last two months. Likewise there
has been increase in the price of indigenous wool. The prices pro-
poses to be accepted are stated to be the best which are obtainable
as a result of negotiations. On the question of total commitment in-
volved I had asked for a comparison between the indentors’ estimate
and the prices proposed to be paid on the basis of negotiations.
Originally a commitment of Rs. 62:54 crores was envisaged. After
checking the indents it now transpires that the total value of the
orders will be only Rs. 34:54 crores against the indentors’ estimate
of Rs. 3568 crores. Necessary corrections have been made in the
noting at pp. 5-6|n. I would suggest that the commitments to be

actually made should be re-scrutinised with reference to the actual
indents.

In view of the value of the total commitment, F.M’s approval is
solicited.

Sd|-
(K. L. GHEI),

December 13, 1962.
F.M.

Sdj-
(Morarji Desai),
14|12,



APPENDIX XVi
(Vide para No. 3.65)

Extracts from file No. 4/2|65-66|Wool|IV Office of the Textile
Commissioner, Bombay.

The sample sent by R.O. may be sent to the laboratory for a
test. The test report apart from other things, should also indicate
the count of yarn used as, in the report, the R.O. has found out the
requirements of yarn subject to the condition that the count of
yarn used is the correct one.

If the count of yarn is alright and if the sample is acceptable, it
would appear that the actual requirements of yarn are lower than
12 ozs. estimated by the Hosiery Industry Federation. We should,
‘therefore, after the report of the test sample, take up with the
Hosiery Industry Federation and seek a full justification of their
estimates of 12 ozs. of yarn per underpant.

If this is not justified, then we should ask the Hosiery Industry
Federation and the various allottees to account for the excess yarn
already released to them. If the yarn has been utilised for pur-
poses other than for defence, we should ask them to return the
same so that it could be utilised for the present Government orders
or if the yarn is not available with them, their quota of yarn against
actual users raw materials should be adjusted under the distribu-
tion scheme.

Sdl- R. G. Zalani,
Director,
20-5-1968.

Sd|- B. V. Vora,
21-5-1966.

s11



APPENDIX XVI
(Vide para No. 3.75)
EXPRESS

Copy of Letter No. S|5535|TC-12 dated 29 Jan. 63 from CIT & C
Addressed to DRD (G)|TD-8

For attention Shri PS NADKARNI

SuBJECT: —WQOOL TOPS.
Reference DPO letter No. 93896|TD-8(a), dated 28 Jan. 63.

There will be no objection in permitting the use of 56s, 64s & 70s
-quality wool tops for the manufacture of Vest Winter, Underpants
& Drawers Short. In this connection it should however, be noted
that the counts of yarn required for the manufacture of all these
three items is single 22s and entire quantity should, therefore, be
spun in 22s count and there is no need to spun 25 per cent of wool
tops to 2|16s counts as mentioned in para 3 of Shri Zalani’s D.O.
letter.

2. The 2|16s worsted count was required when the underpants
were made from 100 per cent wool. Now that we have introduced
into Service underpants interplaited with cotton yarn, the need for
2|16s count does not exist.

3. It is agreed that the demands for Caps Balaclava is very small
and the quality of wool specified is 56s but since superior quality
wools are available and they are required to be utilised in the best
possible way, we would suggest that the total quantity of Caps
Balaclava required, be produced from 70s quality wool and not
from 56s quality which can better be utilised for the meanufacture
of Vest Winter and Underpants Woollen. The counts of yarn re-
quired for Caps Balaclava Snow is 2|10s worsted. The balance
quantity of 70s tops could then be utilised for the other three stores
mentioned above.

4, The above stores made from superior quality wool would defi-
nitely be better than the present ones and we do not consider it
necessary to have the samples prepared for our approval. We
could straightaway agree to this proposal, even without examining
the samples as suggested by Shri Zalani.

Sdj- DSS
for Chief Inspector
(B. D. NAITHANI)

812
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APPENDIX XVII

(Vide para No. 3.78)
B. D. Kumar

Deputy Secretary D.O. No. PII|16(7)|62-IV
Government of Imtia,
Department of Supply,

New Delhi-1 dated 28th October, 1963:.

My dear Subrahmanyam,

In continuation of my letter of even No. dated 23-10-1963 where-
in I stated that the Department of Supply have no objection to the
release of certain quantities of wool imported for manufacture of
Serge Battle Dress and Cloth Brown. In this connection, I send
herewith a copy of the record note of the discussions held on 17th
October, 1963, in the room of Shri S. Bhoothalingam. I, however,
gave the gist of these discussions verbaly on the 17th instt., and in.

my note of the same date of which I handed over to you a copy on-
the 18th.

I shall be grateful if you will kindly initiate action to investigate
the possibility of export of woollen material as well as wool tops.
and let us know the results of the investigation at an early date.

With kind regards.

Yours sincerely,
Sdj- B. D. Kumar.

Shri A. G. V. Subrahmanyam,
Under Secretary,

Ministry of International Trade,
New Delhi,



APPENDIX XIX
(Vide para No. 3.115)
Surplus stock of 58s Wool|Wool Tops allocated to following Mills

for civilian consumption out of Imports under special Ad hoc
Licence 1962-63.

. Lbs.

Tops.

1. Gokalchand Rattanchand 217,561

2. Mahavir Woollen Mills 11,370

3. Padam Das & Co. 13,797

4. Star Woollen Mills 23,711

5. GM. Worsted Spg. 11,183

6. Bengal National Textiles 8,970

7. Oswal Woollen Mills 38,135

8. Oswal Cotton Spg. & Wvg. Mills 45,765

9. Dhruva Woollen Mills 7,954

10. Supreme Woollen Mills 18,168
11. Nagpal Woollen Mills 6,593
12. Bombay Woollen Mills 7,203
13. International Woollen Mills 11,928
14, Pearl Woollen Mills 10,164
15. Central Woollen Mills 10,340
16. India Woollen Textile 5,934
17. Model Woollen Mills 1,00,123
18. Bombay Fine Worsted Spg. 17.927
19. Bharat Woollen Mills Ltd. 18,328
20. Ahmed Woollen Mills 14,753
21. Lal Woollen & Silk Mills 6,822
22. Raymond Woollen Millg 36,099
23. Shree Digvijava Woollen Mills 11,911
24. Kapur Spg., Mills 1,360
25. S. P. Worsted 2,539
26. Punjab Woollen Textile 7,875
27. Panipat Woollen & Gen. Mills 1,652
28. Oriental Carpet Mfrs. 15,382
29. Amritsar Rayon & Silk Mills 270
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APPENDIX XX
(Vide para No. 3.128)

DELHI SPECIAL POLICE ESTABLISHMENT BOMBAY Branch
PRELIMINARY ENQUIRY

REGISTRATION REPORT
P.E. No. 86/65 Dated and Time of Report 10-9-1965.
Place of occurrence with State Bombay, Maharashtra State
Date & Time of Occurrence 1862-63

Name of complainant or informant Source Information.
with address

Suspected Offence Giving pecuniary advantage to
Mills

Name and address of the accused. (1) Some officials of the office
of the Textile Commission-

er, Bombay and D.G.S.&D.
New Delhi.

Action taken Taken for enquiry

Investigating Officer L. V. Kelkar, Dy. Supdt. of Police S.P.E.
' Bombay

INFORMATION

Information is received regarding the abuse of official position
by the officials of the Textile Commissioner, Bombay and of the

315
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DGS&D, New Delhi, in the matter of release of foreign exchange
of Rs. 8 crores for the import of raw material such as wool, dyes
required for the production of Defence clothing during the emer-

gency of 1962-1963, and thereby giving pecuniary advantage to the
mills of their choice. The following are the allegations:

1. A foreign exchange of Rs. 8 crores for the import of raw
material for the production of Defence clothing during the emer-
gency was released when in fact most of the goods could be pro-
duced out of Indian wool as is being done now.

2. The Wool Adviser and certain Mill Owners went abroad for
the purchase of the goods and paid fabulous prices for the same.

3. Certain goods imported by them could not be used for Defence
purposes and had to be released to the industries for Civil use
causing a big loss of foreign exchange spent on these materials.

4. Certain quantities of “56’s and 48’s quality wool tops and raw
wool imported was distributed to only few units and the goods
produced out of these tops have been allowed to be sold in the open

market.

5. Imports of raw material have been allowed on new Woollen
bundles to one concern in Amritsar when it was against the rules
framed by the Government.

Sd|- L. V. Kelkar,
Deputy Supdt. of Police,
CBI SPE BOMBAY.



APPENDIX XXI

(Vide para No. 3.170)
CONFIDENTIAL
D.O. No. 1|7|65-Wool{Vol.1.IV
GOVERNMENT OF INDIA
MINISTRY OF COMMERCE

J. INNOCENT
DEPUTY TEXTILE COMMISSIONER

Post Bag No. 10004
Bombay-1, 10th June 1966.

My dear Subramaniam,

Please refer to your D.O. No. 20 (57) |TEX (E) |65 dated 20th April,
1866 regarding allocation of raw materials worth Rs. 10 lakhs for
production of hair belting yarn. I am enclosing herewith copies
of our relevant notings on the subject, which are self-explanatory,
for perusal. I would, therefore, request you to obtain Ministry’s
clearance for the proposal formulated in the discussions which the
Addl. Textile Commissioner had with the Joint Textile Commissioner,
Industrial Adviser and the undersigned and approved by the Textile
Commissioner. An early decision from the Ministry is required as
the writ petition is likely to come up for hearing in mid-July when
the High Court re-opens after summer vacation at Chandigarh.

With kind regards,

Yours sincerely,
Sd. J. Innocent.

Encls: Five. 1
Shri A. G. V. Subramaniam, ‘
Under Secretary,

Ministry of Commerce, Udyog Bhavan,

New Delhi.

317
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Extracts of noting from File No. 1/7/66-Wool|Vol.IV of the Textile
Commissioner, Bombay

“It would be observed from the above notings of T.I. (K) that
only Flyer Worsted Spindles are suitable for spinning Devon wool
tops imported by the Federation. We had allotted the entire ceiling
for hair belting for Oct. 64/Sept. 65 period to M/s. Jayshree Textile
& Industries and M/s. Kabir Woollen Mills. Now eight other mills
have applied for allotment of hair belting tops. The details of
Flyer Worsted Spindles installed by the mills were called for from
the Economic Branch and the same have been placed below at F/A.
It would be observed from the list that only following mills are
eligible for allocation of hairbelting tops, if the above basis is
approved: —

Name of the Mills No. of Flyer spindles
I. M/s. Jayashree Textiles & Industries 412
2. M/s. Model Woollen Mills . 832
3. M/s. Bombay Woollen Mills . 488
4. M/s. Shri Dinesh Mills . 800
s. M/s. Prabhat Woollen Mills 540
6. M/s. Intcrnational Woollen Mills . . . 360

In this connection D.O. No. 20(57) |Tex (E) |65 dated 20th April,
1966 from US (AGVS) at F|B may kindly be seen. The allotment
of hair belting tops is to be made subject to (i) the mills’ technical
copacity to produce hair belting yarn, (ii) the mills’ obtaining certi-
ficate of acceptance of quality of yarn from Indigenous Belting Indus-
tries Association, Calcutta and (iii) The tops are to be allotted in
proportion to the mills’ capacity for production of such yarn.

We have already written to the Ministry vide letter dated 11th
May. 1966 at F|C whether the quota may be denied to M|S Kabir
Woollen in view of report about the bad quality of yarn as also in
the light of pending court cases. We have so far not received any
reply. In view of this, and the fact that they do not possess flyer
spindles, it is for consideration whether M/S Kabir Woollen Mills
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ﬁ.aho to be considered for allocation of these tops and if so, on what
is,

For orders please.

A.D.(D) may please see in the first.

instance.
RY. TX. C.__l Sd. L.A. Sahasrabudhe.
J. TX. C. 28-5-66

As per above only a total of 3432 spindles are technically suited
for the manufacture of Hair Belting Tops (Devon tops) imported.
by the Federation. As per Ministry’s letter we may distribute the
available raw material pro-rata on per spindle basis. However, the
Ministry desires that we should first direct the concerned spinning
mills to obtain a certificate from the Calcutta Assocn. regarding the
suitability of belting yarn produced by them. Such a certificate
can be possible only after the mills have raw material for produc-
tion of sample yarn. This means that we may have to give some
raw material say 50 lbs. to each unit for submission to Calcutta
Asscn, for certification of the quality.

Further out of the above nmamed units Mjs. Jayshree are regis-
tered exclusively for the manufacture of belting yarn for their 240
spindles. For these spindles they do not get any A.U. quota (except
for belting yarn) while the spindles of the other mills mentioned
above are getting regular A.U. quota also. Obviously necessary ad-
justment in this context would be necessary.

Submitted please.

Dy.Tx.C.(I) D. N. Dixit,
J™C. 30-5.

The following points need clarification:

1. In the past raw materials for Hair Belting Yarn have been
allotted to M|s Kabir Woollen Mills. The basis on which this allot-
ment was made should please be clarified. In particular it should
be clarified how raw materials were given to them when the pre-
sent noting suggests that they did not have the requisite number
of spindles.

2. In the past raw materials were being given to Mls Jayashree
Textiles & Industries and Kabir Woollen Mills when a number of
other units also had the capacity to utilise the raw materials. The
circumstances under which the raw materials could not be given.
to them may please be clarified.
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3. It is pointed out that M/s. Jayashree Textile & Industries have
their spindles registered exclusively for producing hair belting yarn.
It should please be confirmed that they are not utilising their
spindles for any other purpose.

4. Please also confirm that for the other units including Mjs.
Kabir Woollen Mills and new applicants the allocation of other
raw materials was being made without taking into account the
number of Flyer Worsted Spindles installed by them.

5. The Ministry has now suggested the concerned Mills obtain-
ing a certificate of acceptance of the quality of yarn from the
Indigenous Belting Industries Association. I would like to know
since when this procedure is in vague. Rather than leaving the
pronouncement on quality to an association of belting manufactur-
ers, can we not consider some other independent body which can
better decide this issue? In any case is it not possible for our staff
to test the yarn produced and give necessary verdict?

Sd|- Dy.Tx.C.(I)
AD(DND) 31-5-66.

The clarifications are as under:

(1) M|s Jayashree, Calcutta were the only unit getting raw
material quota for the manufacture of hair belting yarn upto the
year 1963-64 except for some small value allocations to other units
for experimental purposes during the years 1960-61 and 1961-62.
We were keen to break this monopoly and there were requests from
Calcutta Assocn, for having more than one source of supply. Conse-
quently we were trying to explore the possibility of alternate sup-
plies. In the year 1964-65 we allocated to M|s. Kabir about Rs. 5.16
lakh worth of raw material for the manufacture of hair belting
yarn. The basis for allocations to Kabir appears to have been their
persistant demand in the background of our keenness to have an-
other source of supply beside Jayshree. Hair Belting yarn is
manufactured on worsted system. Kabirs have 1820 worsted
spindles. What appears to have been suggested in the Tech. Inv's
report is that Flyer spindles are technically better suited for the
manufacture for belting yarn.

(2) When the raw material ceiling for wool was available in
good amount the worsted units irr general were not keen for the
prodn. of belting yarn. They then concentrated on general worst-
ed spng. It appears that the decision to allocate raw materials only
to Jayshree and Kabir (during 1964-65) was taken perhaps because
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only t.hese tw? units might have been particularly keen for manu-
facturing belting yarn. As stated at (1) above Jayshree were al-

ready getting belting top quota since beginning and Kabirs were
included later.

(3) Jayshree have 1036 worsted spindles. Out of which we. do
not allocate general A.U. raw material quota for 240 spindles which
evidently are supposed to be worked on belting tops. There is
however nothing to debar Jayshree from working their 1036

spindles (including 240—above) for the prodn. of any type of
worsted yarn.

(4) It is confirmed that in the past the factor whether the allot-
tee had Flyer spindles or not has not been taken into consideration
while allocating belting tops. This time this factor is being taken
into consideration perhaps because of the Ministry’s letter (F|B) in
response to our letter (F./X)).

(5) The onus to decide suitability or otherwise of the yarn has
so far rested with the Calcutta Assocn. perhaps from the beginning.
Initially we did not demand such certificate regarding quality from
Jayshree. We sought the opinion of the Assocn. perhaps only dur-
ing 1964-65. This was perhaps because the constitutents of the
Assocn. were the users and their satisfaction was apparently consi-
dered as the adequate standard of suitability of the yarn supplied.
This procedure assumed importance only when more than one belt-
ing yarn manfs. came into the commercial field. Our staff would
not be able to adjudge the quality of the yarn as we do not have
necessary testing equipment. I am not sure as to whether the
Defence Laboratory, Kanpur, would be in a position to take up this
work on a regular footing. Further, Alipur Test House at Calcutta
could perhaps be another place for testing. Nevertheless. it would
be a matter for consideration as to how the Calcutta Assocn, would
react to their losing a say regarding quality of yarn which they
have rightly or wrongly enjoyed so far. However, Mty. in their
letter (F|B) have desired the mills to obtain a quality certificate
from the Calcutta Assocn.

Submitted for consideration.
. Sd. D. N. Dixit,
1-6-68,
Sd. L. A. Sahasrabudhe.

A.D.(S) may pl. see for facts before the file goes to Dy.Tx.C.(I)

Dy.Tx.C. directed that the papers connected with the delivery
position of hair belting yarn by M|s Kabir Woollen may be flagged.

266 (Aii) LS—22° eeenomenotremoennees
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Accordingly papers at pages 365/366 and 394/395 of correspondence

and notings on pages 54 to 60|N of the linked file No. 1j7|]Vol.III may
pl. be seen.

Sd. L. A. Sahasrabudhe.
2-6-66.
We may discuss.

5w C o e ”

The Joint Textile Commissioner, Industrial Adviser and the
undersigned discussed the question of allocation of raw materials
worth Rs. 10 lakhs for the production of hair belting yarn between
the various units with the ATx.C. The following decisions were
accordingly arrived at:

(1) According to the T.(I)’s noting (p. 16|N), flyer type of
spindles are suitable for the manufacture of hair belting yarn from
wool tops which have long fibre length; it may be possible to spin
the same on ring spindles but the fibre is likely to get entangled
in the rings of the ring frame. I.A., however, pointed out that ac-
cording to the Tariff Commission’s report, for the manufacture of
hair belting yarn the units should have necessary conditioning
equipment. He, therefore, felt that what constitutes technical capa-
city needed further investigation.

(2) As regards new claimants it was decided that they should
be given small quantities only for trial production after their tech-
nical capacity has been found suitable for the purpose. In the past
raw material worth about Rs. 10,000 were being given to units for
trial production. We may, therefore, reserve only Rs. 1 lakh for
the purpose of allotment to new claimants for trial production. It
was also decided that raw material allocation for trial production
should be given on the clear understanding that there is no com-
mitment on the part of the Textile Commissioner for bulk alloca-
tion in future if the new claimants succeed in the production of the
desired quality of yarn.

(3) The question of the technical capacity of the present bulk
users, namely, M|s Jayshree Textile and M|s Kabir Woollen Mills
was also considered. We have given bulk allocation of raw mate-
rial worth about Rs. 5 lakhs to M|s Kabir Woollen Mills in the year
1964-65. In the light of the writ petition it would appear awkward
if we now take the stand that M|s Kabir Woollen Mills do not have
the required technical capacity only on the basis of the position
that they do not have flyer spindles. Besides, what constitutes
technical capacity has still to be gone into and decided. This,
however, will take time. In view of the Federation’s representa-
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tion that their finances are locked up and that the raw material is
!jkely to deteriorate if not distributed before the monsoon and also
in view of the reply given by the undersigned to the query by the
Hon’ble Judge during the hearing of the writ petition that we will
be deciding the issue in a month’s time, it was decided that we may
allocate Rs. 9 lakhs worth of raw materials in equal shares between
M|s Jayshree Textiles and M|s Kabir Woollen Mills subject to any
subsequent adjustment to avoid the same spindle getting double
quota, i.e, hair belting top and ordinary A.U. quota. Also if any
balance out of the Rs. 1 lakh reserved for trial production by other
units is left out, the same will be divided equally between M]s
Jayshree Textiles and M|s Kabir Woollen Mills.

(4) As regards the direction that the allocation should be subject
to the mills obtaining a certificate from the Indigenous Belting
Industries Association, Calcutta, regarding quality of hair belting
yarn produced by them, vide US. (AGVS) D.O. at F|B (p. 76|C),
ATx.C. felt that it was not a sound arrangement that quality of
the yarn produced should be judged by this Association. He felt
that current allocation may be made without insisting on quality
certificate but we should stipulate that whoever receives allocation
from the Rs. 10 lakhs whether for trial production or bulk produc-
tion should prior to the allocation agree to get the yarn produced
tested for its quality and suitability in a government laboratory.
A.Tx.C. directed that we may decide upon the laboratory where the
testing can be undertaken in consultation with D.G.S.&D.|Defence
authorities. A.Tx.C. also desired that IA. may finalise the specifi-
cations for testing. Samples should of course be drawn by our
staff from actual production by the random method for testing.

(5) We may communicate our proposals on the above lines to
the Ministry for clearance.

1A,
J.Tx.C.
ATxC.
Tx.C. - 8d|- Dy.Tx.C.(I),
4-6-66.
Sd|- 1. B. Dutt
4-6-66.
Sdl- B. V. Vora,
4-6-66.
Sdl- P. J. Fernendes,
' 4-6-66.
Sd|- R. Doraiswamy,
7-6-6%.



Copies of Notes in the Ministry of Commerce
Serial No. (20)

Please examine them on earlier papers,

! Sd./- A. G. V. Subrahmeniam
15-6-1966

In our communication at page 34/c, the Txc. was directed to
distribute the raw materials for Rs. 10 lakhs for production of hair
belting yarn to such units subject to the condition that they have
the technical capacity for the manufacture of hair belting yarn and
obtain a certificate from the Indigenous Belting Industries Associa-
tion"Calcutta regarding the quality produced by them. This case was
examine in meeting between Jt. Txc,, Dy. Txe. and the Industrial
Adviser and they were of the view that the present arrangement will
not prove effective. It has been suggested that the current allocation
may be made without insisting on quality certificate subject to the
condition that whoever receives allocation out of Rs. 10 lakhs whe-
ther for trial ‘production or bulk production, should prior to alloca-
tion agree to get the yarn produced tested for its quality and suit-
ability in a Govt. laboratory where the testing can be undertaken in
consultation with DGS&D/Defence authorities. The Textile Com-
missioner -has asked early clearance on the above suggestion.

Itd.
20-6

This relates to the allocation of raw wool quota for manufacture
of hair belting yarn, for which Rs. 10 lakhs have been earmarked.
The Indian Woollen Mills Federation has already imported the wool
and are now awaiting release orders. In the note at pp. 7-8/ante, it
had been decided that this may be allotted to the various mills sub-
ject to their technical capacity for manufacture of hair belting yarn.
This was to be subject to their obaining a certificate from the Indi-
genous Beltlng Industries Association regarding the quality of hair
beltmg yarn produced by them. We had also decided that the teps
may be allocated to the units which are found to be technically fit
in proportxon to their capacity for production of such yarn.

2. The question of allocation of raw material among the various
claimants has been considered by the Tx. C in the light of our deci-
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sion referred to above. According to the Tx. C, it has not possible
yet to deﬁpe exactly what constitutes technical capaciiy for purposes
of determining which of the units should receive allocations. There
are a large number of claimants for allocations. Among them are
M/s Jayashree Textiles who have been getting allocations in the
past. In 1964-65, M/s Kabir Woollen Mills were also allotted a quota
of Rs. 5 lakhs and odd for hair belting yarn. Whereas Jayashree
Textiles have been manufacturing such yarn in the past and their
quality of production has been satisfactory, the Indigenous Belting
Manufacturers Association have stated that ‘some supplies from
Kabir Woollen Mills are not conforming to approved samples’. Tx.
C. is, however, of the view that having made a bulk allocation to this
mill in 1964-65, it would now be awkward to deny them a quotation
considerations of technical capacity—a term which is yet to be pro-
perly defined after investigations. This is particularly so in view of
the pending writ petition filed by Kabir Waollen Mills, on which a
settlement out-of-court has been found to be desirable. The follow-
ing recommendations have been made by the Tx. C.:

(1) What constitutes technical capacity of a unit fdr manufac-
turing hair belting yarn should be further:investigated;

(2) Out of the total pféviéion of Rs. 10 lakhs, a sum of Rs. 9
lakhs may be apportioned equally between M/s Jayashree
Textiles and M/s Kabir Woollen Mills:

(3) The balance Rs. 1 lakh may be reserved for distribution
among other claimants clamouring for a quota. These
claimants will be given small quantities for trial produc-
tion after their technical capacity has been found suitable
for the purpose. Allocations will be on the clear under-
standing that there will be no commitment on the part of
Govt. to make bulk allocations in future even if the new
claimants succeed in producing yarn of desired quality.

(4) All allottees should, prior to the allocation, agree to get
the yarn produced by them tested in a Govt. laboratory.

ecommendations fully. The one

2. We may agree with Tx. C’s r
vide p. 7-8/n relates to certifica-

departure from our earlier decision,
tion of quality of yarn by the Indigenous Belting Manufacturers

Association. Tx. C. feels that this is not a sound arrangement. We
need have no objection to this being substituted by a laboratery test,
the exact laboratory being decided in consultation with DGS&D/
Defence authorities. Since the belting industry 1s under the DGTD,
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we may suggest that they may also be associated in drawing up the
required specifications for hair belting yarn and for testing.

US (AGV) Sd/- A. G. V. Subramaniam,

25-6-1966
JS (AVV)

The not from p. 11 ante may please be seen. We may accept
Texc’s proposals. C.M. may please see for approval.

Sd/- A. V. Venkateswaran,
29-6-1966.

CM.

Sd/- Manubai Shah.
29-6-66

US. (AGV’S)
Please issue letter below.

Sd/- A. G. V. Subrahmaniam,
30-6-1966.

Issue Sl. No. (21) p. 43/C
(Extract from File No. 20(57) Tex(E)/65).



APPENDIX XXII
(Vide para No. 3.177)

Copies of Notes in Textile Commission's office

The U.O. of Assistant Legal Adviser, Bombay, dated 3/3/67 and
US (AGVS)’s D.O. dated 28-2-1967 placed below be kindly seen.
Originally a ceiling of Rs. 15 lakhs was kept in reserve for allocation
for Hair Belting Yarn production during the Licensing Yarn 1966-87.
Subsequently a ceiling of Rs. 25 lakhs has been pooled for Hair Belt-
ing, Belt and Machine Cloth. We can take it that total allocations
to hair belting would not be below Rs. 15 lakhs for the current year.
While regarding 1965-66 raw material imported by the Federation,
CLB may be asked to move the Court, in the meantime, we may
allocate a portion of Rs. 5 lakhs for hair belting yarn manufacture.

In the previous year out of above Rs. 10 lakhs worth of raw
material M/s. Jayshree Textiles and M/s. Kabir Woollen Mills were
allocated Rs. 4.50 lakhs (each) worth of raw materials with Ministry's
approval. In case it is approved to allocate Rs. 7.5 lakhs straight-
way perhaps the same can be equally given to the two units. We
can distribute the rest after getting Courts decision because that

would indicate as to how far the claims of others would appear
justified.

Submitted for approval please.

Sd/- D. N. Dikshit,
Deputy Director,
4/3/61.

I agree. In view of the legal opinion, we may release the alloca-
tion of raw wool for hair-belting yarn. For the present we may
release 50 per cent of the allocation of 15 lacs as proposed above by
DD(D) and inform the Ministry accordingly with reference to their
recent letter.

Sd/- B. V. Vora,
Joint Textile Commissioner.
4/3/61.
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Dy. Tx. C. (I) should also see.

Sd/- R. Doraiswamy,
Textile Commissioner.
4/3/61.

We may also make it clear that the allocations are tentative and
final allocations of the year 1966-67 will be decided later.

Sd/- J. Innocent,
Deputy Textile Commissioner,
4/3/67.
Sd,/- B. V. Vora,
Joint Textile Commissioner.
Sd/- D. N. Dikshit,
Deputy Direcior (Wool)
4/3/61.



APPENDIX XXIII
(Vide para No. 3.180)

GOVERNMENT OF INDIA
MINISTRY OF COMMERCE

Revolving Pool of Raw Wool for Export Purposes Detailed Scheme
of Operations

1. The State Trading Corporation should, in consultation with
the textile Commissioner and exporting interests, decide on the types
and qualities of wool that should be imported during each quarter
and also the quantity under each of these specifications. This should
be done well in advance of the beginning of the quarter. For ins-
tance, in respect of wool which is expected in October, the specifica-
tions should be decided upon by the end of July at the latest.

2. The specifications and the quantity in respect of each of these
varieties should be intimated to Mr. H. F. Judge, Second Secretary
in the Australian High Commission in Delhi. Mr. Judge will transmit
this to his Government who will make arrangements for purchase
of the wool and consign it to the State Trading Corporation. The
shipping documents will all be drawn in favour of the State Trading
Corporation.

3. After clearance of the consignments, the State Trading Corpo-
ration will credit to a special account in the Special Development
Fund of the Government of India an amount of Indian rupees, equi-
valent to the c.i.f. value of the consignment as and when each con-
signment is collected. Intimation of this should be sent to the Minis-
try of Finance (Economic Affairs Deptt.) Ministry of Commerce and
the Australian High Commission in New Delhi.

4. The State Trading Corporation will arrange for the storage of
the wool under proper conditions. They will also take into account
the consumption pattern so that a part of the wool could be stocked
in Calcutta, Bombay and Punjab near the coming units as well as
the consuming units. The actual stocks to be held in each of the
cities may be determined from time to time in the light of the experi-
ence gained. It may also be advantageous to the State Trading Cor-
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poration to have a portion of the raw wool combed into tops and kept
ready in stock so that it could be used straightway and thus save time
in manufacture.

5. The State Trading Corporation will fix the price every week
based upon International CIF prices plus clearing charges and other
costs of warehousing, insurance etc., and this will be announced to
the manufacturers at the beginning of each week. This would en-
sure that manufacturers-exporters know exactly the amount payable
by them at the time of purchasing the raw wool from the pool. It
will also help them to make calculations in regard to the price at
which they can sell the finished products having due regard to the
raw wool prices. Over a period, the average price should work out
without eny loss to the revolving pool.

6. The State Trading Corporation’s overhead charges, storage and
warehousing charges etc., should be kept down to the minimum.

7. Manufacturer-exporters who wish to take advantage of the
revolving pool should apply to the Textile Commissioner for the re-
lease of wool. Each application should be backed for an Irrevocable
Letter of Credit, confirmed contracts, specifications of goods, quantity
and types of wool required for manufacture of the goods covered by
the contract and also an undertaking that the wool, if released will be
used only for fulfilling the export order and no part of it will be
diverted for domestic consumption.

8. The Textile Commissioner, after scrutinising the documents,
will forward them to the State Trading Corporation within three
working days with an endorsement for issue of a specified quantity
of wool with specifications in regard to quality. If the Textile Com-
missioner is not satisfied in any particular case on verification of
documents that it will be risky to release raw wool from the pool or
if he wants additional information he should write to the manufac-

turer-exporter within three days.

9. At the time of making the application every manufacturer-
exporter should give an undertaking in writing that he will surren-
der his export promotion entitlements in favour of the State Trad-
ing Corporation. He will also undertake that in case of any default
the quantity of raw wool issued from the pool could be adjusted
against his future entitlements or his ‘actual user’ quota.

10. In the case of manufacturer-exporters who are not themselves
spinners or composite mills, application for release of wool from the
pool should be backed by a written undertaking from either a spin-
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ner or a composite mill who will stand as surety and will undertake
that in case of default an equal quantity of wool may be adjusted
against their own future entitlements or ‘actual user’ quota or the
value may be adjusted against their AU Licences, if any. This will
ensure that hosiery manufacturers and small scale weaving units
which do not have any actual user quota themselves can also take
advantage of the revolving pool scheme. At the same time, this will
safeguard the interests of the pool in regard to recoupment.

11. The Textile Commissioner while recommending the release of
wool will satisfy himself that the quantity authorised to be released
is not in excess of the actual requirements for fulfilling the export
orders. The quantity of wool to be released will either be actual
requirements to fulfill the export order or for a value equal to 65%
of the likely f.o.b. realisation on the contract whichever is less. In
the case of contracts for export to countries with which there are
rupee payment arrangements, the release will not exceed 40% of the
likely f.o.b. realisation. This is subject to revision if there is any
change in regard to revalidation.

12. The State Trading Corporation will collect from each manu-
facturer-exporter the value of the raw wool at the price fixed for the
week. The value should be applicable with reference to the date on

which the application is received in the State Trading Corporation’s
Office.

13. At the time of release, every manufacturer-exporter who draws
wool from the pool should surrender his entitlement licences for a
value equal to the price paid for the raw wool.

14. The Textile Commissioner should be informed immediately
after the release has been made so that he could enter each such
transactions in a register and watch recovery at the time of issue of
entitlement licences. This will also enable the Textile Commissioner
to watch receipt of payment egainst exports in these cases. Every
manufacturer-exporter who has been released wool from the revolv-
ing pool will indicate in his application for issue of entitlement lic-
ences, the quantity of wool which has been released to him and the
price paid therefor. He will also indicate whether after meeting his
liability to the State Trading Corporation he would like to utilise
the balance of his entitlement for any further release from revolving
pool or whether he would like the balance to be issued to him sepa-
rately for making his own arrangements for the import of either raw
wool or machinery etc.

15. If the party wants the entire entitlement licence to be utilised
for wool, the Textile Commissioner will issue an Essentiality Certi-
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ficate in favour of the State Trading Corperation for the full value
due and inform the State Trading Corporation of the amount for
which balance of wool could be released to the manufacturer-expor-
ter out of this entitlement. If the manufacturer-exporter wants to
use a part of the entitlement himself, two essentiality certificates may
be issued—one in favour of the State Trading Corporation for the
value of the wool released to the manufacturer-exporter from the
pool and another essentiality certificate in favour of the manufac-
turer-exporter for the balance out of the total entitlements. In other
words, it is open to the manufacturer-exporter to encash his entitle-
ments by getting wool from the pool or use a part of it himself. In
case of the exports to the East European countries, the encashment
limit will be restricted to 40% of the f.o.b. realisation.

16. As it will be difticult for an exporter to replace on equal quan-
tity of the quality and grade of wool, it is not necessary to insist on
this condition. However, immediately a release is made to a manu-
facturer-exporter and money is collected from him, the State Trad-
ing Corporation might usefully place an order for the same quantity
on suppliers at the same price. In other words, they would cover
their forward requirements as in hedge transactions. This, however,
does not preclude the State Trading Corporation from buying other
types of wool, if found necessary.

17. The State Trading Corporation will maintain a ledger account
for each manufacturer-exporter who has been given release of raw
wool to ensure that adjustments are watched properly.

18. According to the Schedule given to the Australian Govt. the
first eleven consignments spread over eleven quarters will be with-
out payment of foreign exchange, From the sixth quarter onwards,
a part of the wool to be obtained for the raw wool pool will be on
payment of foreign exchange. If the total requirements during the
sixth quarter are of the order of 700,000 lbs. payment in foreign ex-
change will have to be made in respect of 300,000 lbs; the balance of
400,000 1bs. will be without payment of foreign exchange under the
arrangements with the Australians.

19. Once the quantity of four million lbs. is reached the raw wool
pool will be operated completely on payment of foreign exchange for
import ‘of wool.

20. Reports on the working of the scheme will be furnished to tne
Australian High Commission every six months.



APPENDIX XXIV
~+. (Vide para -No. 4.29)

COMMONWEALTH INDUSTRIAL AREA-A,
SYNTHETICS LUDHIANA.

The 13th May, 1967.

Shri A. G. V. Subrahmaniam,

Under Secretary to the Government of India,
Ministry of Commerce,

Udyog Bhavan,

New Delhi.

SusJEcT: —Import of Nylon tow under berter against export
of Manganese Ore.

Dear Sir,

We hereby acknowledge the receipt of your letter dated 12th
April 1967 on the above noted subject and in reply we have to
submit that the information called by your goodself is given be-
low: —

—

. Quantity of Tow imported: 3,20,675.092 Kg.

2. Value of the Tow including Rs. 16,69,246,96 S.T.C’'s Com-
missions Rs. 59,41,923.80 paise.

w

. Quantity of Nylon Tops manufactured out of the above
tow 3,05,791.09.

4. The details of the deliveries made by us to different wocllen
mills are as per separate sheets enclosed herewith
against permits issued from the office of the Textile Com-
missioner and other list of deliveries made after lifting
the control on Nylon Tops by the office of the Textile
Commissioner, Bombay.

On going through the delivery sheets, you will observe that the
entire quantity has been delivered by us to different woollen Mills
and major quantity at the rate of Rs. 17.94 per Kg. This resulted
us a heavy loss in this transaction while the S.T.C. earned a hand-
some profit of Rs. 16,69,246.94 without any investment by them.
Besides the S.T.C. earned more funds from other converters.
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We have delivered the entire quantity of tops manufactured by
us out of the tow allotted under the barter system through S.T.C.
ing 1963 and 1964

Hoping that the above information asked by your goodself in
your letter of 12th April, 1967 will be of your entire satisfaction.

Thanking you in the meanwhile,

Yours faithfu_lly.
for Commonwealth Synthetics,
Sd./-Director.

Encl: as above (sheets).



Annexure to Appendix XXIV

STATEMENT OF DELIVERIES OF THE TOPS MADE

BY COMMONWEALTH SYNTHETICS

SL. Name of Party Quantity Rate
No.
! > 3 4
Kg. Rs.
1 M’s. Premier Woollen Mills, Delhi . 4,592° 100 18:06
12,999°798 2052
32,360:200 21°90
2 ,  Prabhat Woollen Mills, LDH 2,000 000 17°94
802-000 2192
762035 26-46
6,805 800 9°74
811400 10°56
3 ,  Bengal National Textile Mills 6,641 600 17°94
Ltd., Callutta. 1,493 479 1500
4 , Jayshree Textiles, Calcutta ' 2,305 400 1794
s,  International Woollen Mills, 1,600 000 17°94
Ludhiana. 3,668 .440 21:99
907184 2646
209000 20000
3,926° 400 994
378-600 8-34
341950 2315
6 ,  Dinesh Woollen Mills, Baroda 0,008 000 1794
7 ,  Bombay Fine & Woollen Mills, 1,993 * 000 17:94
Bombay.
8 , O.C.M, Amritsar. 43°300 17:94
9 . B.I.C, Kanpur 16,344 370 17°94
10 , Swadeshi Mfg. Syndicates, LDH. 90000 17°94
11, Panipat Woollen Gen. Mills Co., 2,516°500 17:94
Kanpur.
12 ,  Padam Das Co., Ludhiana . 1,800°000 1794
73000 1100
13 ,  Indian Woollen Mills . . 3,196-000 1794
14 , Bombay Woollen Mills, Bombay  6,800-000 1794
15 ,  New Era Hindustan Woollen 8,898-370 17-94
Mills, Ludhiana. 16,759 200 20°92
334° 100 21°00
45000 10°00
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I 2 v .4
Kg. . o Rg .
16 M;s. Commonwealth Spinning & 18,923 588 17°94 "
Knitting Mills (P) Ltd., Ludhiana '
' 12,812°830 2052
17 , Raghubar Singh Felt Mills . 1,024°000 21°99 -
. 45359 18-00
62°300 v I13°19
520400 © 1319
18 ,, Bharat Woollen Mills, Calcutta . 23,401'150 9:94
19,466 600 . 10°56
11,345°992 I1-°09
1,250°000 21°10
‘19 ,,  Virka Hosiery Serico 2,267 960 9°00
20 , Oswal Woollen Mills Ltd. - 3,084 500 2205
21 ,, Kabir Woollen Mills, LDH. . 162840 14°00
22 ,, QOswal Hosiery Factory . . 567502 29+76

Given to M/s. Commonwealth Spinning &
Knitting Mills (P) Ltd., for manufactur-
ing yarn since there was no buyer of tops
in the market and g ods were under heavy
-Bank Interest 68,507:934

for Commonwealth Synthetics.
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APPENDIX XXV
(Vide para No.4°291).

Arthur Import Export Co.,
L.A. Desa,
Resident Representatives,
124, South Avenue,
NewDelhi.
21st July, 1967.

The Under Secretary,

Government of India,

Ministry of Commerce,

New Delhi.

SuBJecT i (Import of Nylon Tow against export of Manganese Ore undertaken
¥y C.T.C. in the year 1962-63.

Dear Sir,

We have come across news items alleging that we have made huge] profit
on this deal. The true fact is that out of a business of Rs. 25 lakhs the S.T.C
has made a net profit of Rs. 16 lakhs and the allegation that we made huge
profits is absolutely baseless. It is because that S.T.C.made huge profits,
we were compelled to sell the goods at much higher rates than what wewould
have done normally. The vouchers certified by the Chartered Accountants
will go to prove that we did not make huge profits as alleged inthe newspaper
report. We are distressed to read such reports as this only puts a scar on
our honest desire to help the Government in foreign exchange difficultie.
In support of what we say we are enclosing herewith a statement indicating
the expenses that we had incurred, the profits that we had made, etc. which
is certified by the Chartered Accountant. We earnestly hope the misunder-
standing created will now be set right.

Thanking you.

Yours faithfully,
for Arthur Import Export Co.
Sd/- L.A. Desa.
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ANNEXURE TO APPENDIX XXV
Expenses

Import Clearing charges only @ Rs. 3/- per carton X6694 20,082
Overhead clearing charges o clearing agents @ Rs. 1/- per

carton X6694 . ' 6,694
Storage charges average @ 35 paisas per week on average of ‘

3000 cartons for 8 years . 1,63,800
Insurance charges on average Rs. 30 lm for 3 years @ 3/40% 30,600
Bank commission on import and intereet @ 0'7% 29,184
Storage charges average @ 3§ paisas per week on average 2000

cartons of tops and bales of knitting yara for 3 years . 1,09,200
Lorry charges of Tow despatched to mills @ Rs. 1/- per carton ' 6,694
Forwarding charges on tops, knitting yarn to godowns or out-

station @ Rs. 3/50 per cartoon . . 23,450
Bank interest on Rs. 20 lacs aver for 3 years @ lo% " 3,60,000
Bank’s commission on bills @ 1/89, . 9,750
Conversion charges from Tow to top @ 1/65 per kg

on 315715 kgs. and Rs. 2/- per kg. on 4600 kgs. . . 5,20,930

9,200
Conversion charges from top to knitting yarn @ Rs 3 /50 pcr 108
2,983,445
Excise duty on knitting ylrn @ Rs. 4/- per kg 3,41,080
Packing materials @ 10 paisas per kg. 32,031
1 % commission on sales .. . 79,682
* 20,40,822
Amount remitted to Japan ’ 23,89,465
Amount given to S.T.C.' ' 16,79,112
Customs duty paid " 13,69,040
. 75,78,439
By Sales Rs. 76,54,225 ——
To expenses Rs. 75,78,439 °
—_——— FOR ARTHUR IMPORT AND
EXPORT CO.
Profit Rs. 75,786 Sd/-
—_— Profit—Rs, 75,786  Partner.
NYLON TOP SALES
Kgs. Value Rs.
As per statement attached - . 2,15,957°279 52,08,604° 49
3%, waste fiom Tow to top (much wastage
due to 1-ng storage of tow) . _ 9:609'450
2375)566'739
Sale «f Nylon Knitting Yarn
@ Rs. 30,12 per kg. (average price) - 71,759°500 21,61,396° 00
Stock of Nylon kmmng yarn @ Rs 22/05
per kg. 12,890°000 2,84,224.50
Sampies of kmmng yam sent . . 620°'500
. 3,10,836'729  76,54,224.99
10% wastage frcm top to knitting yarn 9,478°271
3,20,315°000  76,54,224° 99
For Arthur Import Bxport C).
Sd/- ARTHUR
Partner .
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ANNEXURE TO APPENDIX XXV —contd.

ARTHUR IMPORT EXPORT CO., BOMBAY
"(Sale Statement of Nylon T'ops)

Bill No. Date  Wt. in kgs. Rate per kg. Nettsale Amount torak
Price

Sold to M/s. Bengal National Textiles Mills, Calcutta.

8 '22-3-65  4570°650 26-07 1,19.596°90 1,19,596°90
Sold to M/s. Dinesh Woollen Mills, Baroda.
191 - 2-9-65 4500 2535 114-08 11408

Sold to M/s. Fine Spinners, Amritsar.

v

57 15-2-66  2333-260 2837  66,194°59 *66,194* 59
Sold to M/s. Gokalchand Rattanchand, Bombay.
8 " 13-1-66 2324°570 28:65 66,598:93 ' 66,598°93
Sold to M/s. Ahmed Woollen Mills, Bombay.

.

2598 19-8-64 25-085 2756 691°34 691°34
Sold to M/s. Bombay Fine Worsted Mfg. Co., Thana.
141 ' §-10-64 75°932 27°56 "  2,092°68  '2,092-68
Sold to M/s. Bombay Woollen Mills Pvt. Ltd., Bombay.

164 28-4-64  2272°567 25'33  57,564°12
1596 15-5-64  4520°910 2533 1,14,514°65
1865 22-6-64 2430°242 2533 61,§58:03
2043 8-7-64 671°990 2533  17,021°50
2044 8-7-64  1306-617 2533 33,096°60
2250 25-7-64  1601°607 2533 40,569°70
2251 25-7-64 743751 25-33  18,839-21
133A 11-8-64 2588-356 26-46  68,487:90

2379 4-8-64  2431°300 25°33  61,584°83
2606 20-8-64 2091355 25°33  §2,974°02
2809 5-9-64  1341°672 2533 33,984'5S

2879 12-9-64 1064858 25°33  26,972°85
2880 12-9-64 646021 26°46 17,098:71
157 28-10-64 2000 °000 26°46  §2,920.00
163 3-11-64 1568°095 26:46  41,491°80
175 30-11-64 426-364 26:46 11,281:60
1 6-1-6% 770577 26:46  20,389-47 For Arthur
168 14-11-64 843°563 26:46  22,320°67 Import Ex-
13 " 24-4-65 2761350 26:46  75,065:32 port  Co.
48  15-5-65  2118-670 26°17  55,445°59 _ 8d/-
54 " 21-5-65 2192°450 26-17  57,376-41 Partner.

bzl . 344
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49015249

12,77,843°57

Sold to M/s. Oriental Carpet Mfrs. (P) Ltd., Amritsar.

1809 10-6-64 2037600 2562 ° §2,203°31

Sold to M/s. Kay Kay Woollen Mills, Bombay.

1830 12-6-64 492°510 25°35
2719 31-8-64 208345 27-56

700-855
Sold to M/s. Premier Woollen Mills, Delhi.

361 21-12-65 10°000 25-86
3 3-1-66 60°990 26-45
I - 25°950 2425

16A 28-1-66 44°'320 2756
16 29-1-66 906 ° 440 25°36
17 29-1-66 433600 25°36
18 29-1-66 950845 25°36

9 19-1-66 921°170 2536
40 7=-2-66 876980 25°3§
10 21-1-66 3152510 2756
69 28-2-66 1328°920 27-56
72 2-3-66 608 - 000 28°11

’

’

12,48513

* 5,741°98

18,227°11

25860
" 1,613:80
62929
" 1,221-46

' 22,087°32

10,996 10

' 24,113°43
' 23,351°66

" 22,231°44

86,883-18

" 36,625:04
* 17,090°88

Bill Date Wt. in Rate per Nett Sale  Amount
No. kgs. kg. price total

122 14-8-65 1046° 550 26°17 27,388-2r
223 29-9-65 1029100 26:17 26,931°'54
248 19-10-65 1048640 2617  27,442°90
31 5-2-66 593674 28-10  16,682°23
§-2-66 985+370 28-10  27,688:89
39 7-2-66 730990 2810 20,540°81
86 8-3-66 1000°230 28-66 28,666 59
251 20-10-65 1042°340 26°17  27,278-03
253 23-10-6§ 1060°270 2617  27,747°26
259 30-10-63 1069850 26°17  27,997°97
256 27-10-65 1020°970 26-17 " 26,718+78
264 2-11-65 990°810 26°17 ° 25,929°49
266 6-11-65 1004° 140 26:17 ~ 26,278:34

12,77,843°57

* §2,203°31

18,227-1%
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Bill Date Wt. in Rate per Nett sale Amount
No. kgs. kg. price Total

81 * §-3-66 729°000 28:11 ° 20,492°19
‘04  1-4-66 927-870 2811 " 26,082°43
95 " 4-4-66 623450 a8-11 " 17,525°18

96 " 5-4-66 464980 2811 13,070°59
98 * 6-4-66 698080 28:11  19,623:03
99 " 9-4-66 470°370 2811 13,222°10

101 ° 13-4-66 1091 - 880 28-11 " 30,602°75
102 " 15-4-66 604-130 2811~ 16,982:09
103 " 26-4-66 111-760 28:11  31,2§1°S7
104 ° 27-4-66 187-680 2811 ° 5,275-68
106 ° 10-5-66 901 - 170 28-11 ° 25,331'89
107 ° 13-5-66 657500 2811 " 18,482-33
108 * 26-5-66 324°920 2811 9,133 50

18,112 515 ' 4,95,167°53 * 4,95,167°53
Sold to M/s. Kabir Woollen Mills, Ludhiana.
I~ 22-11-68 10128496 26:45 *2,67,898-82

1839 12-6-64 9,439°370 22°42 2,11,630°68
19,567 - 866 4,79,529°50 4,79,529°50

For Arthur Import Export Co.

Sd/-
Partner.

Sold to M/s. Central Woollen Mills, Ludhiana.

¥ 18-12-63 793°515 26-45 | 20,988-47
B8-1-64  1493:833 26-45 r39,50188

¥ 28-1-64 957°924 26:45 §25,337°09
f 5-1-64 551°163 2645 ' 14,578°26
ES5-1-64  1486°431 2645 §39,316°10
2404 R 15-7-64 42880 2425 1,039-84

5325-746 : 1,40,761+64 1,40.761+64

AW
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Bill Date Wt. in Rateper  Nettsale Amount
No. Kgs. kg. price Total

——

Sold to M/s. Bharat Woollen Mills, Calcutta.
31-3-64
7-4-64 50,590 24°20  1,224-28 I,224-28

Sold to M/s. M.H. Spinners, Maharajamal Hansraj, Amritsar.
5 23-4-64 36-000 24:22 871-92
2245 25-7-64 511°165 22:0§ 11,271°18
2748 31-8-64 2273288 22°05§  §0,126-00
2824 7-9-64 547" 440 22:0§  12,071°05
2903 16-9-64 546114 22:0§  12,041°81
130 23-9-64  1571°054 2205  34,641°74
136 26-9-64  1789°998 22°05  39,469°46
4009 20-9-64  2274°227 2205  50,146°70
2073 10-7-64 262-323 22-0§ 5,784°22

9811°609 2,1€,424°08 2,16,424°08
Sold to Mys Silk and Woollen Mills, Ludhiana.
1650 2-5-64 2136351 25'33  54,113°77
1655 6-5-64 99° 501 25'33  2,520°33
1657 21-5-64 4408504 24°25 1,06909:00
2154 17-7-64 250°000 24°25  59,412°50

2244 25-7-64 543550 24°25  13,181-08
2730 31-8-64 694934 24°25 16,852°36
131 24-9-64  1075°767 24:25  26,087°34
137 26-9-64 1661 -260 24°25  40,285°56
134 19-8-65 924750 24°25  22,425°18
1963 26-6-64 551°720 1569 8,656°48

14546°337 3,50,443 60 §3,50,44360
Sold to M/s. Bisakhi Shah Daulat Ram Jain, Delhi. |

2072 10-7-64 268-108 22°05§ , 5,911-78
2073 1n-7-64 26232, 22°95 §5,784°22
2771 2-9-64 1192558 22:0§ 26,295°90
2776 3-9-64 1294-303 2205  28,539°38
2909 15-9-64 456°259 22°05 10,060°SI
2906 15-9-64 1286-087 22:05  28,358-21

138 29-9-64 807082 22°05  17,796°16

5566°720 1,22,746°16  1,22,746°16

For Arthur Impgr(; Export Co.
|

Panher
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Bill Date Wt. in Rate per Nett sale Amount
No. kgs. price Total
Sold to Mys. Krishwol Yarn Agency, Ludhiana.

195 3-9-65 765°430  24'25 18,561'67
286 11-11-65 210°065 2400 5,041°56
284 1I-11-65 214°654 24°00 5,I51-70
289 11-11-65 297-060 24°00 7,129°44
283 11-11-65 250-060 24+00 6,001 ' 44
292 11-11-65 255502 2400 6,132-05
288 1I-11-65 267:300 24°00 6,415°20
287 11-11-65 274140 2400 6,579°36
285 11-11-65 213°690 24°00 5,128°56
290 1I-11-6§ 271-830 24°00 6,523°92
291 I1-11-65 258-760 2400 6,210°24
293 11-11-65 229600 24°00 5,510°40
329 20-11-65 189-650 2400 4,551°60
330 20-11-65 135:980 24°00 3,263°52
328A  20-11-65 145°040 24°00 3,480°96
331 25-11-6§ 222-600 24°00 §:342°40
332 25-11-65 246-180 24°00 5,908°32
340 2-12-65 225§-070 2400 $,401 *68
341 2-12-64 146-000 24°00 3,504°00
362 21-12-65 227400 26-46 6,017°00
363 21-12-65 228190 26-46 6,037°91
4 3-1-66 287-830 231§ 6,663 26

5 3-1-66 266020 2315 6,158:36

6 3-1-66 261°290 23°15 6,048-86

7 10-1-66 160°870 23°15 3,724 14
52 11-2-66 907°710 231§  2I,0I3°49
36 5-2-66 211°550 23°15 4,897°38
35 5-2-66 224°040 23°15 5,186-53
34 5-2-66 217°150 23°15 §,027°02
33 5-2-66 214560 231§ 4,967 06
32 §-2-66 224-280 23°15§ 5,192-08
58 21-2-66 257°410 23°15 5,727 54
59 21-2-66 259°830 23°15 6,015°06
120 6-7-66 112-420 2756 3,098+30
121 6-7-66 106+ 000 27:56 2,921°36
122 6-7-66 112:090 2756 3,089:20
123 6-7-66 105°540 27°56  2,908-68
124 . 6-7-66 158-800 27°56 | 4,376°53
126 11-7-66 942°370 27°56  25,971°72

10303961 2,50,879°50 2,50,879° 50-
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Bill No. Date Wt.in Kgs. Rateper Nett sale Amount

Kg. price Total
Sold to M/s. Ajmera Bros., Bombay.
44 7-2-66 1286970 2865 36,871:69
30 2-2-66 1013°985 28:65  29,05067
2300°955 65,922°36  65,922°36

Sold to Ms/. Aminsons Sales Corporation, Delbi.
1678 25-5-64  2385-184 2205 52,593°31  52,593'3I
Sold to M/s. Essess Sale Corporation, Ludhiana.

2153 17-7-64  3021°000 24:25  73,259°35  73,259°2§

For Arthur Import Export Co.

Sd/-
Partner

Sold to M/s Krishna Trading Corpn., Bombay
2611 18-8-64  3423°270 21°50  73,600°30
2612 19-8-64 1372°570 21°50  29,510°2§
122 4-9-64 11521°250 21°50  2,47,706°87
126 16-9-64 4681-070 19°'50  91,280°86
129 18-9-64  3536°660 2150  76,038°19
130 18-9-64  3761°225 21°50 80,866-:38
4 16-2-65 5564°000 21°60 1,16,844°00
6 12-3-65 3758000 21-00  78,918-00

10 23-3-65 3501 * 000 21°00  73,521°00
48A  18-5-65 2134060 23°75  74,433°92
246A I12-10-65 2122°000 20°50  43,501°00

46375105 9,86,220°77 9,86,220:77
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Bill No. Date Wt. in Rate per Nettsale Amount
Kgs. Kg. price Total

Sold to Central Cotton Company, Bombay

5 3-3-65  3552-000 21°00  74,592°00
7 15-3-65 3593°000 21°00  7%5,453°00
9 23-3-65 3829-000 21°00 80,409°00
I 26-3-65 3248000 21-00 68,208:00
12 29-3-6§ 1713°000 21'00  35,973°00
81A 5-3-66 1566°990 22°50  35,235°00

17501 °990 3,69,870-00 3,69,870°00
Grand Total : 2,15,957°279 Kgs. Rs. 52,08,604'49

for Arthur Import Export Co.
Sd|- Manager.

We have verified the above sale statement of Messrs. Arthur
Import Export Co. Bombay of Nylen Tops with the relevant sale

invoices and we certify that the same ig correct according to the
said invoices as produced to us.

Sd./-

6-4-1967.
J. C. Jasuja & Co.
Chartered Accountants
Advani Chambers, 4th Floor,
Sir Fherozshah Mehta Road,
Bombay-1.

For Arthur Import Export Co.
Sd./-
Partner.
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ARTHUR IMPORT BXPORT CO., BOMBAY;

SALE STATEMENT OF NYLON KNITTING YARNS.

Bill No. Date No. of Bales Wt. in Rate per Amount
(each baleof  Kgs. Kg.
50 kgs.) Rs. Rs.

167 13-11-64 20 1000 24°25 24425000
169 16-11-64 20 1000 24°25  24,250°00
170 18-11-64 28 1400 2425  31,950°00
171 19-11-64 15 750 24°25 188720
172 21-11-64 1§ 750 24-25 18,18;°50
172A 23-11-64 2 100 24°25 2,415°00
173 26-11-64 16 800 24°25 19,400°00
174 26-11-64 10 500 24°2§  11,125°00
175A 3-12-64 6 300 24°25 7,275 * 00
176 3-12-64 10 500 24°25  12,125°00
177 3-12-64 10 5§00 2428 12,125 00
178 3-12-64 10 500 24°25  I12,125°00
179 3-12-64 10 500 24°25  12,125'00
180 3-12-64 10 §00 24°25 12,125 00
181 7-12-64 6 300 2425 7,275°00
14 26-4-65 6 300 22'0§ 6,615 00
15 26-4-05 10 5§00 22:0§ 1I,02§°00
16 30-4-65 4 200 33-08 6,616-00
17 30-4-65 10 500 33-08  16,540°00
18 4-5-65 10 500 3308 16,540°00
19 4-5-65 () 5§00 33-08  16,540°00
20 6-5-65 [ 260 33-08 8,270-00
21 8-5-65 5 250 33-08 8,270-00
22 8-5-65 I 50 33-08 1,654 00
a3 8-5-65 I 50 33-08 1,654°00
24 8-5-65 I 50 33-08 1,654 00
25 8-5-65 I 50 33-08 1,654 00
26 8-5-6¢ 1 50 3308 1,654°00
27 8-5-65 I 50 33-08 1,654 -00
28 8-5-65 1 50 3308 1,654 00
29 8-5-65 I 50 3308  1,654-00
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Bill No.  Date No. of Bales ‘Wt.in  Rate per. Amount

(each bale of" Kgs. Kg. -
so kgs.) Rs. Rs.
30 8-5-65 I 50 33-08 1,654°00
31 8-5-65 1 50 33-08 1;654 00
32 8-5-65 1 50 33:08 1,654°00
33 8-5-65 4 200 33-08 6,616-00
34 8-5-65 10 500 3308  16,540°00
35 8-5-65 10 $00 33:08  16,540°00
36 8-5-65 10 500 33:08  16,540°'00
37 8-5-65 10 500 33-08  16,540°00
38 8-5-65 8 400 33°08  13,232'00
39 8-5-65 5 250 33-08 8,270°00
40 8-5-65 6 300 33°08 9,924 00
41 13-5-65 5 250 3308  8,270°00
42 13-5-65 5 aso 35-27  8,817°50
43 13-5-65 5 250 33-08 827000
44 13-5-65 5 250 33-08  8,270°00
45 13-5-65 5 250 33°08 8,270:00
46 13-5-65 4 200 3308  6,616:00
47 13-5-65 I 50 33-08  1,654:00
50 20-5-65 5 250 33°08 8,270°00
$2 20-5-65 s 240 33°08 8,270°00
$3 20-5-65 s 250 33-08 8,270°00
54  24-5-65 5 aso 33:08 827000
55 24-5-65 10 500 22:05  1I1,025°00
56 24-5-65 5 250 33-08 8,270°00
s8 24-5-65 2 100 33-08 3,308 00
59 24-5-65 4 200 33°08 6,616:00
60 24-5-65 5 250 3308 [8,270°00
64 31-5-65 7 350 22°0§ 7571750
66 31-5-6§ 5 250 22-05 5,512°50
67 31-5-65 5 250 22'05  5,512°50
69 3-6-65 5 250 35°27  8817°50
70 3-6-65 5 250 22-05 5:512°50
71 §-6-65 5 250 33-08 8,270-00
72 §-6-65 ¢ $0 3968 1,984 00
73 7-6-65 5 250 3527  8817°%0
74 8-6-65 2

100 40°79 4,079°00




’
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Bill No.- Date No. of Bale# *Wt. in Kgs. Rate per Kg. Amouat
’ (each bale of Rs. Rs.
30 Kgs.)
75 8-6-65 4 200 33-08 6,616 -00
76 11-6-6§ 3 150 22°0§ 3,307 °Sb
77 11-6-65 S 250 35-27 8,187- 50
78 11-6-65 4 200 33°27 6,654 - 00
79 11-6-65 4 200 33-27 6,654 00
8o 11-6-65 4 200 3327 6,654 00O
81 11-6-65 5 250 3327 8,317°50
82 11-6-65 S 250 33-27 8,317°50
83 11-6-65 5 250 220§ §5,§12°50
84 11-6-65 5 250 2205 5,512°$0
8s 17-6-65 5 250 22-0§ 3,512 50
'86 17-6-65 5 250 2205 5,512°50
87 17-6-65 5 250 33:27  8317'50
88 17-6-65 s 250 3327 8,317-50
89 17-6-65 5 250 33-27  8317°50
90 17-6-65 6 300 33:27 9,981-00
91 17-6-65 5 250 33-27 831750
92 17-6-65 2 100 33:27  3,327°00
93 17-6-65 2 100 33-27 3,327-60
94 21-6-65 10 $00 33:27  16,635°00
95 21-6-65 5 as0 33-27 831750
96 30-6-65 s 250 3327 8,317-s50
» 97 30-6-65 5 250 33-27  8317°50
98 1-7-65 5 250 33.27  8317°50
99 1-7-65 3 150 3327 4,990 50
100 2-7-65 5 250 33-27  8317'50
101 §-7-65 5 250 3327 8,317°50
102 5-7-65 1 so 33°27  1,663°50
103 5-7-65 5 250 33-27 831750
104 5-7-65 4 200 33°27 6,654 00
108 6-7-65 4 200 3438 6,:876-00
106 6-7-65 3 150 3438 5157°00
107 7,7-65 4 200 33-27 6’654 ‘0D
108 7-7-65 4 200 3438 6,876-0c0
109 8-7-6§ 3 150 3438 s5157°00
110 10-7-65 1 50 3327 1,663°52
133 14-7-65 s 250 3438 8,;595-00
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Bill No.  Date No. of Bales Wt.in Kgs. Rateper  Amount
(each bale of Kg. Rs.
5o Kgs.) Rs.

‘113 15-7-65 2 100 34'38  3,478-00
*114 19-7-65 10 5§00 3438  17,190-00
115 19-7-65 5 250 34-38 8,595 ‘00
117 21-7-6% 10 $00 34°38 17,190°00
ns 22-7-6§ 6 300 33°27 9,981 -00
119 22-~7-65 s 250 34°38 8,595 00
124 26-7-65 2 100 34°38 3,438-00
126 26-7-65 5 250 34°38 8,595 - 00
128 31-7-65 10 500 3438 17,190°00
129 2-8-65 10 500 34°38 17,190-00
130 5-8-65 3 150 34'38  5,I57°00
131 7-8-65 5 250 3438 8,59500
136 16-8-65 5 250 34'38  8,595-00
137 16-8-65 4 200 33°27 6,654 00
138 17-8-65 s 250 33:27 831750
139 17-8-65 5 250 33-27 8,317 50
140 17-8-65 5 250 3438  8,595-00
141 17-8-65 5 250 33-27 8,317-50
142 17-8-65 5 250 33-27  8317°50
143 17-8-65 5 250 3438 8,59500
144 19-8-65 5 250 34'38  8,595-00
145 17-8-65 5 250 34-38 8,595-00

- 146 17-8-65 5 250 3327  8317°50
147 17-8-65 5 250 33°27 8,317 50
148 17-8-65 10 500 33-27 6,654-00
149 19~-8-65 10 500 34'38 17,190°00
151 19-8-65 9 450 34'38  15,500°00
182 17-8-65 4 200 33°27 6,654 00
153 19-8-65 3 150 33°27  4,990°50
154 19-8-65 3 150 33°27  4,990°50
188 19-8-65 4 200 3327  6,654-00
156 19-8-65 4 200 33°27 6,654 00
165 23-8-65 1 50 36-38 1,819-00
167 19-8-65 4 200 3327 6,654°00

. 168 19-8-65 4 200 3438 6,876-00
173 28-8-65 2 100 34°68 3,438-00
. 178 28-8-65 2 100 41-89 4,189-00
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Bill No. Date No. of Bales Wt.in Kgs. Rate per Kg. Amount
(each bale of . Rs.

’ 50 Kgs.)
179 28-8-65 s 250 26-50 6,625 -00
180 31-8-65 6 300 26°50 7,950°00
183 31-8-65 5 250 3438 8,595-00
185 1-9-65  {o] 500 34°38 17,190°00
186 1-9-65 10 500 34°38  17,190°00
187 1-9-65 4 200 3438 6,876-00
188 1-9-65 9 450 34'38  15,471°00
189 1-9-65 3 150 33°27 4,990°50
192 2-9-65 5 250 26°50 6,625 00
193 2-9-65 5 250 26-50 6,625-00
194 2-9-65 7 350 26:50  9,275°00
195 3-9-65 I 50 38:27 1,663 - 50
196 3-9-65 3 150 35°27  5,290°00
207 6-9-65 3 150 34'38  5,157°00
208 6-9-65 3 150 34'38  5,157-00
210 9-9-65 5 250 33:27 8,317-50
211 9-9-65 5 250 34:38  8,595-00
212 9-9-65 3 150 3438 5,157°00
213 9-9-65 s 250 3438  8,595:00
214 9-9-65 23 1150 2650  30,475°00
224 27-9-65 10 500 33'07 16,535°00
22§ 27-9-65 9 450 33'07 14,881'50
235 8-10-65 4 200 33'07  6,000°00
236 8-10-65 4 200 3307  6,000°00
237, 8-10-65 4 200 3307  6,000-00
. 238 8-10-65 4 200 33-07  6,000°00
242 8-10-65 4 200 3000 6,000 00
257 22-10-6§ 2 100 3438 3,438:00
263 23-10-65 4 200 30:00 6,00° 000
264 23-10-65 4 200 30-00 6,000°00
265 23-10-65 4 200 30°00 6,000°00
266 23-10-65 4 200 30°00 6,000°00
267 23-10-65 4 200 30°00 6,000°00
268 23-10-65 5 250 30°00 7,500°00
269  23-10-65 5 250 30°00 7,500+00
. 273 8-11-65 3 150 26-50 3,975-00
274 8-11-65 3 . 150 26°'so0  3,975°0%0




356

Biil No. Date No. of Bales Wt.in Rate per Kg. Amount
(each bale of 50 Kgs.) Kgs. Rs. Rs.

276 8-11-65 3 150 26:50 3,975 00
278 8-11-65 3 150 26-50  3,975°00
275 8-11-65 3 150 26-50 3,975°00
277 8-11-65 3 150 26-50 3,975 -00
286 15-11-6§ 3 150 30°00 4,502 00
2 15-11-65 3 150 30°02 4,500° 02
298 15-11-65 3 150 30-00 4,502:00
299 15~11-65 3 150 30°00 4,500 00
307 1§-11-65 3 150 26-50 3,975 00
308 15-11-65 3 150 2650 3,975°00
209 15-11-65 3 150 26-50 3,975 00
310 15-11-65 3 150 26-50 3,975°00
311 18-11-65 3 150 36-50 3,975°02
312 1§-11-65 3 150 26-50 3,975+ 00
300 15-11-65 3 150 30°00 4,500°00
jor 15-11-65 3 150 30-00 4,500 00
302 1$-11-65 3 150 30-00 4,500 00
303 15-11-65 3 150 26-50 3,975°00
304 15-11-65 3 150 2550 3,975°00
305  15-11-6§ 3 150 26-50  3,975:00
306 15-11-6§ 3 150 26- 50 3,975°00
313 20-11-65 3 150 30-00 4,500°00
314 20-11-65 3 150 30-00 4,500°00
31§ 20~-11-6§ 3 150 30-00 4,500°00
316 20~11-65 3 150 3000 4,500°00
317 20-11-65 4 200 30-00 6,000°00
318 20-11-65 4 200 30-00 6,00°00
319 20-11-6§ 3 150 30°00 4,500°00
320 20-11-65 3 150 30°00 4,509°00
331 20-11-65 3 150 36°00 4,500° 00
322 20-11-6§ 3 150 30-00 4,500°00
333 20-11-6% 3 150 30-00 4,500'00
324  30-11-65 3 150 30°00  4,500°00
3as 20-11-65 3 150 30-00 4,500- 00

326 20-11-65 3 150 30:00 4,500°G0
327 20-11-65 4 200 30°00 6,000 00
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Bill No. Date No. of bales ~ Wt. in Rate per Kg. Amount
(each bale of 50 Kgs.) Kegs. Rs. ‘Rs.

328 20-11-65 4 200 30°00 6,000+ 00
334 1-12-65 3 150 3000 4,500°00
335 1-12-65 3 150 30:00  4,500°00
336 1-12-65 3 150 3000 4,500+00
337 1-12-65 3 150 30:00 4,500°00
338 1-12-6§ 4 200 30°00 6,000 00
338A  1-12-65 4 200 3000 6,000°00
342 4-12-65 3 150 30:00  4,500:00
343 4-12-65 3 150 30°00  4,500°00
344 4-12-65 3 150 30°00 4,500 00
345 4-12-65 3 150 30°00  4,§00-00
346 4-12-65 3 150 30°00  4,500:00
347 4-12-65 3 150 30°00  4,500°00
348 4-12-65 3 150 30°00  4,500°00
349 4-12-65 3 ' 150 30°00  4,500-00
350 4-12-65 3 150 3000  4,500-00
351 4-12-65 3 150 30:00  4,500°00
353 9-12-65 3 150 26-50  3,975:00
354 9-12-65 3 150 26-50 3,975°00
355 9-12-65 3 150 26:50  3,975°00
359 17-12-65 2 100 26-s0 2,650°00
360 17-12-6§ 2 100 26:50  2,650-00
264 23-12-65 1 50 33°07 1,653 00
365 23-12-65 1 50 33-07 1,653 50
366 23-12-65 I 50 3307 1,653°5®
367 23-12-65 I s0 33-07 1,653 50
368 23-12-65 I 50 33:07 1,653°50
o) § 21-1-66 s 250 35-27 8,817 50
o012 21-1-66 5 250 35137 8.817'50
013 21-1-66 5 250 35-27 8,817+ 50
o14°  21-1-66 s 250 | 35:37 881750
015 21-1-66 5 250 35-27 881750
019  29-1-66 5 250 30:00  7,500-00
020 29-1-66 5 250 30:00  7,500°00
021 29-1-66 5 250 30°00 7,500:00
02 29-1-66 5 250 30°00  7,300-00
023 29-1-66 S 250 30°00 7,500°08
a4 29-1-66 5

250 30°00  7,500°00@

— e et
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Bill No. Date No.of bales Wt in  Rate per kg. A moun
(each bale of 50 Kgs.) Kgs. Rs. Rs.

02§ 1-2-66 I 50 30-00 1,5§00° 00O
045 10-2-65 3 150 30°00 4,500° 00
046 10-2-66 10 500 30°00  15,000° 00
047 10-2-66 10 500 3000  15,000° 00
048 10-2-66 10 500 30°00 15,000 00
085 14-2-66 10 500 30°00 15,000°00
056 14-2-66 6 300 30°00 9,000 00
069 2-3-66 6 300 30°00 9,000°00
o070 2-3-66 10 500 30°00  15,000°00
o84 $-3-66 3 150 30-00 4,500 00
o087 10-3-66 7 350 30-00 10,5C0° 00
088 10-3-66 10 500 3000 15,000 ‘00
o89 10~-3-66 10 500 30°00 16,000 ‘00
090 10-2-66 6 300 30°00 9,000 00
092A 12-3-66 10 500 30-00 15,000°00
093A 12-3-66 10 500 30°00  15,000°00
112 5-7-66 2 100 36-38 3,638:co
113 §-7-66 2 100 36-38 3,638-00
114 5-7-58 2 100 36-38 2,628-00
11§ 2-7-66 2 100 26°38 3,638:00
116 5-7-68 2 100 36-38 3,638-00
117 6-7-68 2 100 35°27 3,527°02
118 6-,-66 2 100 3527 3,527°00
119 6-7-66 2 100 3§-27 3,527-00
125 11-7-66 3 150 35-28 5,292°00
127 15-7-66 1 50 35°27 1,763 00
130 17-8-66 I 3 39°69 119°07
140 1-11-66 s 250 33-08 8,270-00
143 5-11-66 7 347'S 2235 7,698-63
144 5-11-68 5 252°5 2235 5,593°38
145 5-11-66 5 247-00 2235 5:472°45
146 5-11-66 5 2495 2235 5$:426°33
147 5-11-66 s 24900 22°35 $,517°15
148 §-11-66 S5 246-00 22°35 $,450° 10
149 §-11-66 5 246°5 22°35  5,461- 28
150 5-11-66 s 248°5 2235 5,503 98
156 9-11-56 2 100°0 39°14 3,914°00
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Bill No. Date No. ¢fbales Wt. in Rate Rzr kg. Amoun
cach bale of 50 Kgs. Kgs. . Rs.
176 1-12-66 5 250°0 39°69 9,922 00
18 . 6-12-66 I 40°0 39°69 1,587-60
197 22-12-66 6 30000 40°00 12,000 20
199 22-12-66 7 33000 40°00 13,200 00
71,759°50 21,61,395 97

FOR ARTHUR IMPORT EXPORT CO.

Sd. Partoer.



AFPFENDIX XXVI

Statement showing the summary of Conclusions|Recommendations of the
Estimates Committee in the report

Serial Reference to Summary of conclusions:Re-
No. para No. in commendations
the Report
1 2 3 T
1 2.28 and 2.29 In the opinion of the Committee, among the factors

leading to the present gtate of affairs whereby oaly
35 per cent to 40 per cent of the installed capacity in
the worsted sector of the woollen industry is being
utilised are the issue of additional licences for worst-
ed and shoddy spindles far in excess of require-
ments, as pointed out by the Estimates Committee im
paras 10 to 12 of their 184th Report (Second Lok
Sabha)—Part III—Woollen Industry, and the large
scale installation of unauthorised spindles in violation
of Government's orders and the failure of Govern-
ment to enforce their orders or to take deterrent ac-
tion. It is rather surprising that L-4 licences were
issued by the Excise Authorities to such unauthorised
spindles without thorough verification.

The Committee note that a beginning has already
been made by Government in the direction of shifting
the incidence of excise duty from the yarn to the
wool-top. The Committee, however, desire that the
following aspects should also be considered by Gov-
ernment: —

(i) The steps and measures required to be taken
for the strict enforcement of Government’s
Orders and for checking the growth of un-
authorised spindles.

(ii) A more intimate, closer and effective coordi-
nation between the Textile Commissioner's
Organization and the Excise Authorities to en-
sure that L-4 licences are not issued to um-
authorised spindles.

(iii) Steps to be taken with regard to existing un-
authorised spindles. The present level of uti-
lisation of spindles and the repercussions on
the prices of the products and the industry
should be thoroughly examined.

360
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ties by the concerned authorities.
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The Committee hope that early action in the matter
will be taken.

From the papers and documents submitted to them,
the Committee feel perturbed to note the unautharised
acquisition and installation of a large number of
looms without the permission of Government and in
contravention of the existing orders, regulations and
provisions of Acts etc. The Committee need hardly
emphasise that if this tendency to set up unautharised
looms has to be curbed, the machinery for the detec-
tion of unauthorised power looms has to be geared up
and deterrent action has to be taken against such un-
authorised units. As stated by the Committee with
regard to unauthorised spindles, it will facilitate
quicker detection of unauthorised powerlooms if there
is complete co-ordination between the Excise Depart-
ment and the Textile Commissioner's Organisation.

In regard to the growth of looms, the Committee feel

disturbed about the fact that delayed action or inaction
by Gove:nment in many cases has resulted, as admitt-
ed by the representative of the Ministry of Commerce
in evidence, in encouraging people to “nibble at con-
trols.” The Commitee have no doubt that Government
are themselves to blame for this state of affairs as
they failed to take a comprehensive view of the un-
authorised installation and acquisition of a large
number of loom at the initia] stages and thus ac-
quiesced in allowing the situation to deteriorate to
such an extent.

The Committee find that unauthorised looms in large
numbers were set up year after year; these were re-
gularised by the issue of Press Notes inviting appli-
cations for registratien in 1960 and although at that
time it was conditiona] that theyx would not be en-
titled to quota to which the old looms set up upto 1968
were entitled, by the latest decision taken in May,
1968 they have been brought on par with other looms
which had been set up in obedience to existing rules
and orders of the Government. Not only that, as a
result of this decision, unauthorised looms have bene-
fited in the sense that the quota of raw material which
was available to the authorised looms will now be
distributed amongst all the looms, both authorised and
unauthorised. The Committee apprehend that in the
ultimate analysis it will be the consumers Who will
have to suffer as the over-head expenses in produc-
tion are likely to go up owing to shortage of raw
material available to each mill. This, in their opinion,
is putting a premium on irregular and illegal activi-
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2.48

The Committee fail to appreciate why the Ministry

took a decision in July, 1963, to license an additional
capacity of 312 automatic looms when there was a
large number of unauthorised looms in the country
and many of the existing looms were ljting idle. If
the installation of these additional looms was neces-
sitated to meet Defence requirements for heavy cloth-
ing items, they are not able to appreciate how within
a period of 9 months a decision was taken to revoke
the licences on the ground that defence requirements
had already been substantially met. In the opinion
of the Committee the decision to issue the licences
and revoke them within a short period was obviously
taken without thorough investigation.

The Committee find that although a decision to re-
voke the licences granted for installation of automatic
loomg in July, 1963, was taken in April, 1964, show
cause notices were issued only from June, 1966 on-
wards. By the end of 1968, the process of revocation
of licences has been completed in 10 cases out of 13.
The Committee note that in the case of Punjab Wool-
len Textile Mills, it has been stated that “the firm
has been representing against the proposed revocation
of licences and the matter is under consideration in
consultation with the Textile Commissioner.” Simi-
larly, in the case of Kabir Woollen Mills, Ludhiana,
it has been stated that “the Mills had intimated that
they had installed all the 24 looms, and they were re-
quetsed to furnish technical details of looms (auto-
matic or plain)”. In the case of M|S. Model Woollen
Mills Ltd., it is observed that even though the licence
was issued on 11.11.1963 (as in several other cases),
no show cause notice appears to have been issued tc
this firm and it has been remarked, “the licence has
expired and action is being taken for its formal re-
vocation”. The Committee are unable to understand
the reasons for non-issue of show cause notice to this
firm and also the delay in actually revoking the li-
cence, The Committee are of the opinion that had
Government acted promptly and revoked the licences
immediately after the decision to do so was taken in
April, 1964, al] these problems would not have arisen.

The Committee are constrained to observe further
that even though show cause notice were issued to
these firms on 14th June, 1966, no final decision about
revocation had yet been taken after the lapse of about
3 years. The Committee would like Government to
probe into the matter and fix responsibility for the
delay in issuing orders for revocation of licences.
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2.65

2.78

2.79

2.87 and 288

The Committee Note the position as explained by the

Ministry of Commerce regarding recognition of the
spindles installed in the State of Jammu and Kashmir
before October, 1967. The Committee suggest that as
promised by the representative of the Ministry, a
detailed investigation should be made without delay
into the factual question whether the spindles and
looms that have come into existence in Jammu and
Kashmir, where Government of India's regulations
and control were not applicable before, are ghost
spindles and ghost looms. Based on the investigation,
the Government should come to a decision Wwhether
the units are actually entitled to the allocation of raw
material,

The Committee suggest that the question of auto-
matic applicability of the Woollen Textiles (Produc-
tion and Distribution) Order, 1962 and other Orders
issued under the Essential Commodities Act to the
State of Jammu and Kashmir should be examined in
consultation with the Ministry of Law so that there is
no loophole in the extension and enforcement of these
Orders in that State.

In connection with the prices of yarn charged by the

spinners, the Committee note that the yarn manu-
factured out of wool imported against Export Pro-
motion licences was not subject to price control.
Therefore price control was applicable only in respect
of yarn supplied against the permits on AU licences.
It could not therefore be established whether the
higher price charged was in respect of yarn which
was not subject to price control. The Committee have
a feeling that this defect has facilitated the defaulting
spinners to indulge in malpractices and to escape the
rigours of law. They regret that such a situation
should have been allowed to arise.

In view of the fact that under the new policy price
controls have been removed, the Committee would like
the Government to keep a careful watch to see how
the new policy is working.

The Committee regret to note that as many as 35
mills defaulted in the delivery of the yarn and in
some cases the extent of default was between 32 per
cent and 89 per cent. It is unfortunate that the only
action taken by Government to deal with such de-
faulters who contravened the control orders consisted
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Aof persuasion, issue of show cause Dotices and issue of
warnings.

Although the Committee have not been furnished
with the dates when complaints of defaults were
first received and persuasion etc. was resorted to, it
would appear that the decision to prosecute the mills
was taken first in December, 1864 and uptill now,
after a lapse of 4 years, no prosecution has yet been
actually launched. In this connection the Comumittee
would like to point out that one of the reasons due to
which no prosecution could be launched is stated to
be the fact that there was some defect in the issue
of delegation orders. The Committee desire that this
matter should be looked into thoroughly.

The Committee 8re glad to note that a clause Wwas
introduced in the import licences for 1966-687 that if
a party failed to deliver the yarn made out of wool in
the manner ordered by the Textile Commissioner, a
suitable cut could be made in the future import licen-
ces. They would, however, like to point out that
whenever the opinion of the Law Ministry is sought
on any matter, particularlq those relating to inter-
pretation, contravention of provisions which involve
prosecution or imposition of penalty|liquidated dama-
ges or recovery of dues to Government, there should
be a complete formal reference by the Ministry|De-
partment concerned and written advice should be fur-
nished by the Ministry of Law to avoid any ambiguity.

The Committee are unhappy to note that ‘the scheme
of distribution (of yarn) which was somewhat at-
tempted to be enforced between 1962 and 1985 com-
pletely broke down after 1965” in spite of the best
efforts as stated by the representative of the Min-
istry. The Committee further note that in 1967 when
‘the Ministry of Commerce came to the conclusion
that “it was not possible to work such a scheme”, a
new system, a new policy was thought of. Since the
new policy has been stated to be of an experimental

. nature, the Committee would like the Government to

keep a careful watch as to how the new scheme func-
tions and to what extent it is able to achieve the de-
sired results.

As all imports of wool are now being done through
the State Trading Corporation, the Committee hope
that the State Trading Corporation and the Ministry
of Finance will devise a suitable method 1o ensure
timely release of foreign exchange for import of wool
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so that it is poasible to purchase woo] in the Inter-

national markets in time and at the lowest possible
prices,

The Committee trust the State Trading Corporation
will ensurc that the imported wool is allocated to
various units without any delay. They further sug-
gest that the Ministry may examine how far it is
possible for the State Trading Corporation to under-
take the core tests with the existing machinery Le-
fore they are distribated to the mills so that claims
against the foreign suppliers, if any, could be made
in time,

The Committee hope that Government would re-
view the position periodically and take «uutabla
measures with regard to fixation of percentage of
the face value of the import licences for won that
could be utilised for import of synthetic fibres.

The Committee trust the Textile Commissioner will
be prompt in initiating action in regard to spinming
charges for woollen yarn in future, where circum-
stances 8o warrant,

The Estimates Committee would like Qovernment to
conclude their examination of the recommendations
made by the Committee which has been set up re-
cently to go into the question of distribution or alloce-
lion of raw materials to the units in the hand-knitting
wool processing sector and come to an carly decision
in the matter,

The Committee note the steps taken by Government
io remove the wide disparities between the minimum
ond maximum entitlements of yarn to hosiery units
and hope that Government will pursue simiigr
measures in the interest of equity if ;uch disparities
exist in other sectors of the woollen industry. They
also hope that the industry, on their part, would also
extend their full co-operation in bringing about such
changes,

The Committee wish to express their unhappiness
over the fact that the Ministry of Defence could not

-Jocate the original papers for some time in the initial

stages. The Committee cannot over-emphasise the
need for the Ministries to act with promptitude while
dealing with references from Parliamentary Com-

" mittees.
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3.32 and 3.8%

The Committee note that although there were some
reductions in the Defence requirements of woollen
materials, which came to the knowledge of the Minis-
try of Commerce and Industry in December, 1962. it
was proposed to continue to work on the basis of the
original estimates of requirements ag a measure of
abundant caution so that it would be easier to step up
capacity at any time. It was congidered that it would
be better to err on the side of safety, Again on 2nd
February, 1963 it was brought out by the Ministry of
Commerce in a note that the Ministry of Commerce
was going ahead on the basis of the original estimates
given by Defence Ministry even though the require-
ments were not actually covered by firm indents.

The Committee are unable to appreciate why, when
a decision was taken to continue to work on the basis
of the original estimates, despite the reduction in the
defence requirements, a review was not undertaken
in the shortest possible time with a view to assess
the possibilities of scaling down the imports to be
actually made,.

The Committee regret to note that although the
representatives of the industry who had been gene-
rally meeting the Defence requiremnts in the past
were invited to attend a meeting in the D.G.S. & D,,
on 5th November, 1962, it was not clear from the file
when the invitations were issued or how, The Com-
mittee would like that Ministrieg and Departments of
the Government of India should take care to keep the
records complete and retain them properly especial-
ly in important cases so that if at a future date
these are required for purposes of investigation or
otherwise, these can be readily available.

The Committee find that no detailed notes or reasons
were recorded in the Central Vigilance Commission
while tendering the advice that no action was called
for on the recommendations of the Central Bureau of
Investigation for a regular departmental action against
the concerned officer for alleged negligence in working
out requirements of wool to be imported for defence
needs, which resulted in loss of foreign exchange,

The Committee hope that while examining the fresh
reference made by the Central Bureau of Investigation
to the Central Vigilance Commission for reconsidera-
tion of their earlier decision, the Central Vigilance
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Commission will record detailed reasons for their final
opinion in the matter, ag stated by the preseny Central
Vigilance Commissioner.

The Committee are not convinced that a proper and
complete check wag exercised with regard to proper
utilisation of the woollen materials imported in 1962-63
for the purpose for which these were imported. They
do not know whether at any stage any attempt was
made €ither by the Textile Commissioner’s organisa-
tion or by the D.G.S. & D. to actuslly reconcile the
figures given by the importing Federation with the
quantities released under orders of the Textile Com-
missioner against the contracts placed by the
D.G.S. & D. and wh-ther there was any discrepancy in
any of the figures. The Committee would like that
suitable action in this respect should be taken by the
authorities concerned even now, if not already done.

The Committee feel perturbed to note that once a
licence for import has been issued, there iz nc single
organisation or authority which can verify or check
up whether the importer has in fact imported accord-
ing to the licence issued or not, In the case of im-
ports of wool in 1962-63, the Committee note that even
though attempts were made at the instance of the
Estimates Committee by the Ministry of Commerce to
verify the figures of imports from documents available
with the Collectors of Customs, Bombay and Calcutta
and also from the endorsements on the exchange con-
trol copies of the relevant ilnport licences, they have
not been able to present a complete and correct picture,

The necessity of inding out the correct position with
regard to quantities and value of imported items of
wool cannot be  over-emphasised in this case in view
of the following facta:

(1) These figures have to be tallied against the
quantities released by the Federation on ins-
tructions from the Textile Commissioner to
the mills from time to time against the oon-
tracts placed by the D.G.S. & D. for meeting
the Defence requirements.

(2) In case lesser quantities than those specified in
the licences have been shown to be imported,
enquiries will have to be made as regards the
difference in value and the amount saved in
foreign exchange and what hag happened t« it
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(9) In case lesser quanties than those indicated in
the licences have been shown to be imported,
it is necessary to find out whether it wen
actually so or whether the quantity not shown
ag imported has been utilised for purp:ses
other than meeting the requirements of
Defence,

In these circums.anzeg the Committee desire that
further attempts,should be made to investigate on the
lines indicated above.

The Committee desire that the Ministry should
devise wzys and means in consultation with customs
and other connected authorities to ensure that @ pre-
per chech is exercised on the utilisation of import
licences.

The Cimmittee note that from the enquiries made in
India by thc Central Bureau of Investigation, they
could not cstablish that the prices at which wool was
imported by thc Federation in 1863 were bigher than
the market rate, and that, on the other hand, enquinies
made by them from International Wool 8ecretariat,
New Delhi, and a comparison of some of the bills of
entries pertaining to the past imports by Individual
mills with the bills of entries in regard to the wool
purchased by the Wool Mission had shown that the
prices paid by individual mills for import agalnst
their licences were, in fact, in some cases, higher than
those paid by the Wool Advisers.

The Committce also note from the information fur-
nished by the Central Bureau of Investigation that
detailed enquiries could not be made abroad because it
was found that comparison was possible betwecn the
prices of the wool if the same quality only if country
of origin was the same and then for proving that the

price paid was higher it would have to be established

that the relevant prices in the country from which the
wool was obtained, for example Australia, was at the
relevant time lower than the price for which a parti-

eular quality of wool was purchased. As evidence on

the point could only be collected in the country from
which purchases were made, these enquiries could not
be pursued by them, especially as the experience of
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the CBI was that the firmg and other agencies in
foreign countries did not cooperate even in giving in-
formation of this nature against the firms belonging to
their country, let alone come for evidence in court
The Committee also note that the enquiry by the C.B.L
was taken up some three years after the import of
wool and even samples of the imported wool were not
available except with a few mills, but even those
were In a deteriorated condition. -

The Committee regret to note that in the case of cloth/
articles produced from imported wool the factor that
licences for import were being granted by Government
was not specifically taken into account by the DGS&D
and other authorities concerned in fixing the prices of
articles supplied against D.G.S.& D, contracts at the
time of the China aggression in 1962-68.

The Committee are not aware of any investgations
Conducted by the authorities to check up, before fixing
the prices, if the price of wool, imported by the Fede-
ratton, had really gone up generally by about 10 per
cent to 12 per cent during Octiber-November 1962 and
whether the suppliers actually had to pay this higher
price for the imported wool being used for the purpose.

On the other hand the Committee find, as revealed
from the investigations made by the C.B.I. (vide para
3.52), the “prices paid by the individual mills for im-
port against fheir licences (earlier) were in fact, in
some cases higher than those paid by the Wool Advi-
sers (for imports made in 1962-63)". It is difficult for
the Committee, therefore, to be convinced of the claim
of the D.G.S.& D, that the higher prices had to be
allowed to the suppliers after negotiations because of
the reasons that the price of wool had gone up in the
international market.

The Committee note with surprise that the Director in
the Office of the Textile Commissioner, who is a techni-
cal officer, should have relied on the estimates made by
the Hosiery Indusry Federation with regard te the
quantity of yarn required for manufacturing each un-
der-garment. It appears to the Committee that no
check was exercised in this matter by the Office of the
Textile Commissioner and proper attention was not
given in calculating the quantity of yarn required.
This has, no doubt, resulted in undue pecuniary benefit
to the firms to whom raw material was supplied in
excess of their actual requirements, The Committae
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desire that the serious lapse should be further investi-
gated urgently to fix responsibility and suitable disci-
plinary action taken against the defaulting officers at
sn early date. In this connection the Committee desire-
that the remarks of the Secretary, Ministry of Com-
merce, “whether there was negligence or collusion is a
point to be decided” should be borne in mind.

The Committee desire that the Central Vigilance
Commission should, without further delay, finalise their
opinion in this case of alleged over assistance allowed
to supplicrs of under-parts in 1962-63, so that neces-
sary action may be taken by Government without loss
of time.

The Committee desire that early action should be taken
to work out the quantities of yarn due from the mills
to whom excess quantities had been issued in connec-
tion with the manufacture of under-parts in 1962-63,
and communication sent to the State Trading Corpora-
tion and Director of Industries, Punjab for effecting
necessary adjustments. The Committee should be ap-
prised of the final action taken in the matter in due
course,

The Cimmittee note that at the meeting of the Secre-
taries (Finznce, Sunply and Additional Secreiary,
Defence) heid on 17th October, 1963 a decision was:
taken inter alia to release surplus white or undyed wool
tops used for manufacture of cloth woollen brown on
the cindition that “the quantities released for civil

market would be set off against future quota except to’

the extent of those utilised in exports”., But this deci-
gion was nullified by a proposal ‘made in the Ministry
of Internationa] Trade in a written note suggesting that
the quantity declared surplus by the Defence Ministry
should really be allocated for the civilian requirements
“without any debit against future allocation”, The
proposal, which was contrary ti the decision taken by
the Committee of Secretaries mentioned above, was
agreed to by the Minister of International Trade on
81st October, 1968.

2. The Committee are unable to understand why at
the meeting of the Secretaries on 17th October, 1963 no-
representative of the Ministry of International Trade,
which was vitally concerned with this matter, was
invited. Unfortunately the reasons for not inviting a
representative of the Ministry to this meeting are not
on record in the file of the Department of Supply.

3. The representative of the Ministry if Commerce
in his evidence before the Committee stated that the

RY
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decisions taken at the meeting of Secretaries held on
the 17th October, 1963 were communicated to the
Ministry of International Trade in Writing on the 28th
October, 1963. In this connection, the committee find
that in a letter dated the 28th October, 1963, from the
Deputy Secretary in the Department of Supply to the
Under Secretary in the Ministry of International Trade,
there is a reference that the decision if 17th October,
1963 was not only verbally communicated to him on
the 17th October, 1963 {iself but a gist thereof wasg alsp
comumunicated in writing through a follow up. ncte on
the 18th October, 1963. It is, therefore, clear that the
decision taken at the Secretaries’ meeting an the 17th
October, 1963 (namely that the quantities to be re-
leased for civijian consumption would be set off
against future quota, except to the extent of those
utilised for export) was made known to the Ministry
of Iniernational Trade much before the 28th October,
1963, where the decisions of the Secretaries’ meeting
were formally communicated to that Ministry,

4, On 26th October, 1963, the Minister for Interna-
tional Trade asked for a note from the Joint Secretary,
Department of Supply, with regard to the surplus wool.
In the note submitted by the Joint Secretary to the
Minister for International Trade on 29th October, 15€3,
as des‘red by thz latier, no mention was made about
the decision that had already been taken on the 17th
October, 1063 at the meeting of the Secretarics, though
the note mentioned that the surplus quantity of wool
tops and undyed wool ‘can be released to the civil
market and should be set off against future quota ex-
cept to the extent of the quantity utilised for export’.
Th- Committee also observe that there ig no indication
in the note dated 30th October, 1983, record by the
Under Sceratery (Shri A. G. V. Subramaniam) in the
Ministry of International Trade that a decision had
already been taken on 17th October, 1983 in the meet-
ing of Secretaries that ‘the quantities released for civil
market would be set off against future quota, except to
the oxtent of thos: utilised in exports’,

5. Neither the decision taken at the meeting of Secrc-
taries nor the decision of the Minister of International
Trade was comriunicated officially to the Textile Com-
missioner, Bombay for implementation. The Corq-
mittee fail to understand why such an important deci-
sion taken at such high levels was not communicated
officially to the authorities concerned. It has been con-
tended before the Committee that even in the absence
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of any communication from the Ministry the Textile
Commissioner by virtue of his office had the authority
to distribute the raw wool. If such were the case and
no policy direction from the Ministry wag called for, the
Committee find no point in the futile exercise by the
three Secretarjes meeting and their coming to policy
decisions at such high levels.

6. It is not clear as to why on his return to Delhi and
on knowing the Minister’s approval to his proposals,
the Under sSecretary in the Ministry of International
Trade did not take the normal action of gending a com-
munication to the Textile Commissioner’s office to dis-
tribute the wool in the manner approved by the Minis-
ter for International Trade.

7. The Secretary, Ministry of International Trade.
does not appear to have been associated with this case
at any stage. When he made a query on receipt of the
minutes of the Secretaries’ meeting of 17th October,
1963 on 28th October, 1963, the same appears to have
remained unanswered. The proposal made, which was
contrary to the decision of the Secretaries with regard
to the distribution of wool was also not routed through
the Secretary before it was put up to the Minister of
International Trade for decision.

The Committee find several other procedural lapses
and jirregularities in the disposal of wool declared sur-
plus to Defence requirements in 1962-63. These may
be summarised as follows:—

(1) The decisions taken at the meeting of Secreta-
ries (Ministries of Finance, Supply and
Defence) for the distribution of wool were not
approved by the Minister of International Trade
but this fact was never communicated to the
Committee of the three Secretaries.

(ii) The Ministry of Finance were not consulted
at this stage even though by virtue of foreign
exchange involvements they were directly con-
cerned if the wool were to be distributed
“without any debit against future allocation”
as decided by the Minister of Internationa!
Trade.

(ili) The D.G.S.&D. who is stated to have “had no
business” to hold any meeting to discuss the
question of distribution of surplus wool, took
decisions about the distribution of surplus wool
after meeting representatives of the wool in-
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dustry in Bombay of his own accord and took
certain decisions which he was not authorised
to take,

(iv) 1n the office of the Textile Commissioner the
decisiong originally taken for the distribution
of surplus wool were changed from time to
time until finally the surplus was distributed
to the mills, as shown in Appendix XIX to the
87th Report of the Estimates Committee (Fourth
Lok Sabha).

8 A clear discrimination was also made between the
organised sector and the decentralised sector while dis-
tributing the surplus wool and no surplus material was
offered to the decentralised sector on the same coadi-
tion on which these were offered to the organised sector.

9. The Committe> note that while on the 9th Nov-
ember, 1963 the basic policy decision approved by the
Textile Commissioner was that the surplug wool should
be distributed to those of the units who had made sup-
plies for the Defence, Shri Chaudhuri's note of 7th
December, 1963 elaborated the kind of units which wers
entitled to the allocation of surplus wool. Firady,
spinning units who had supplied 1|22s hosiery parn
required for Defence purposes were to be preferred
and, the balance given to composite mills who bad
manufactured Serge Battle dress.

The Committee do not understand why no reasons
have been recorded as to the basis on which it was
decided to release 2.5 lakh lbs, of white tops to the
spinners and only the balance to those who had sup-
plied serge battle dress.

10. The Committee suggest that the facts disclosed in
this case ghould be taken into account while coming to
a final decision in regard to the case,

The Committee fee] constrained to observe that in
taking the final decision regarding the distribution of
surplus wool in 1963-64, the Textile Commissioner’s
erganization did not obtain the prior or ex-post-facto
approval of the Ministry. This, in their opinion, shows
a serious lacuna in the control exercised by the Minis-
try over the functioning of the Textile Commissioner’s
Office. In their view the Ministry should have exercis-
ed greater scrutiny over the affairs of the Textile Com-
missioner's Office. It should also have clearly been laid
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down that important policy decisions should be approve
ed by the Ministry before final implementation.

In the opinion of the Committee, a charge against
a Government official that he is in possession of
assests disproportionate to his income is a serious one.
The Committee note that the explanation of the offi-
cial concerned in the Textile Commissioners Organi-
sation (namely Shri R. G. Zalari) has since been ob-
tained and he is placed under suspension. They,
however, feel that the explanation of the officer con-
cerned should have been obtained much earlier and
further action taken immediately.

The Committee hope that there will not be any
turther delay in the matter,

The Committee note that Shri Chaudhuri who was

Drector, Wool Branch in the Textile Commissioner's
Office for almost two years during the period 1062-64
(a period during which special ad hoe import and
distribution of wool took place) had been dealing
mostly ‘with the Indian Woollen Mills Federation be-
fore resigning his Government job and taking over as
Secretary Genera] of the same Federation for better-
ing his “prospects substantially”.

The Committee feel perturbed that in such a case,
Governmerit is more or less helpless, in that under
the existing Rules, etc, no action can be taken against
an officer unless criminal offence is made out against
nim. .

In the opinion of the Committee, the lure of substan-
tial betterment of prospects in private organisations
is bound to tempt some Government employees deal-
ing with matters which are of vital and pecuniary con-
cern to private organisations. This is a constant source
of corruption in Government service. It is therefore
of utmost importance that preventive and deterent ac-
tion ig taken urgently to guard against such cases
arising in future. With this end in view, the Com-
mittee would suggest that—

(a) Government may examine the desirability of
making a suitable provision in the Rules to
the effect that even Government servants re-
signing from Government jobg should 5seek
prior permission of Government before taking
up commercial employment within a certain
period after resignation, '

(b) Where investigations, whether preliminary
or reguiar, are pending against a Government
employee, he should not be allowed to resign
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till he is cleared of the charges. The feasi-
bility of withholding the G.P.F. dues of such
officials in cases where it is possible to do so
till the Government employee is cleared of
the charges should also be examined. In such
cases, all investigations and departmental en-
quiries must be prompt and action thereon
should be expeditious and effective so that
no undue harassment is caused to the officjals
concerned,

(c) the Head of the organisation, where the person
against whom investigations are initiated is
employed, should be informed immediately
when an enquiry is started by the SPE|CBI.
In addition, the Government should consider
the feasibility of enlisting the support of
Federations and Association and Chambers of
Commerce in establishing a convention that
before any Government employee is given an
appointment by them, a clearance should be
obtained from Government by the prospective
employee,.

In the case of Shri Chaudhuri who resigned from
Government Services and took employment with the
Orient Woollen Mills Federation as their Secretary
Genceral. the Commuittee suggest that the Federation
be informed in writing by the Textile Commissioner
that CBI investigation is pending against Shri Chau-
dhuri,

From the note furnished by the Ministry, it is not
unambiguoug whether Shri Vaidyanathan (who 18
alleged to have heen given preference over senior offi-
cers) actually attended the Conference of Central
Excise Officers held in Delhi in 1967. The fact Te-
main that he had proceeded to Delhi on 28th August
and remained there upto 1st September, 1967.

From the detailed information furnished and the
evidence given before them with regard to third ad-
hoe licence (1965-66) for import of wool, the Commit-
tce note the following points:—

(1) The Ministry of Defence had not placed any
special indent with the D.G.S. & D following
the outbreak of hostilities with Pakistan but
the usual annual one. However, the Depart-
met of Supply and Technical Development on
ond August, 1965 had asked for foreign ex-
change equivalent to Rs. 1.80 crores for meet-
‘ing the Defence demands for woollen gar-
ments. On this basis the approval of the
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(2)

3)

(4)

(5)

Department of Economic Affairs, Ministry of
Finance was issued on 14th September, 1965.

In the meanwhile because of the then Prime
Ministers’s minute recorded on 1lst Septem-
ber, 1965, it was decided that an allocation of
Rs. 2 crores worth of foreign exchage may be
released for keeping the woollen industry oc-
cupied for Defence and/or civilian orders. The
amount of foreign exchange needed for De-
fence requirements was also reduced subse-
quently.

Depite these facts the Office of the Textile
Commissioner did not consider it necessary
“that the specific endorsement be made on
the licence for the quantities required for De-
fence”, because the raw material to be im-
ported was‘to be released in accordance with
directions to be issued by the Textile Com-
missioner,

Neither the Ministry of Commerce nor the
Textile Commissioner’s organisation has fur-
nished any information as to the actual quan-
tities allocated by the Textile Commissioner
(against Defence orders and|or civilian allo-
cations) Even the information about releases
made by the Federation has been furnished
in terms of value only. No break up of allo-
cations between Defence and clvilian pur-
poses has been shown either in the case of
leases made or in the case of stocks held by
the Federation,

The Government seem to depend entirely on
the statistics furnished by the Federation and
these statistics regarding allocations have
been observed by the Ministry to be even now
in the preparation stage and not yet finally
entered in the register.

In these circumstances the Committee fail to under-
stand how any check what so-ever in this matter can
be exercised by Government and how it can be en-
sured that the imports made, especially those to meet
Defence requirements, have actually been utilised for
the purpose of meeting Defence requirements. This
matter needs a thorough investigation.

The Committee also find from the statement of the
undistributed stock (out of the imports made in 1965-
66-67) as obtained by the Ministry from the Indian
Woollen Mills Federation, as on 31st December, 1968,
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that the undistributed stock having a basic value af
Rs. 21 lakhs has already been loaded with carryover
charges amounting to Rs. 17,21,000 which comes to
82 per cent of the basic value. Since the Committee
have not been furnished with the details regarding
actual imports and releases of wool against the im-
ports in 1965-66 and 1966-67 but only the issue Pri-
ces, they are not in a position to find out to what ex-
tent the distribution that hag already been made was
with a loaded price and, if so, whether this was jus-
tified.

However, from the statistics of the C.I.F, value of
imports of various items it appears that as against
the C.I.F. value of imports of Rs. 212.01 lakhs, the
total sale price of releases so far made by the Fede-
ration is Rs. 232,38 lakhs and to this has to be added
the present day value of stock held by the Federation
which cemes to Rs. 38.21 lakhs, thus making a total
of Rs. 270.59 lakhs, The Committee desire that Gov-
ernment should investigate and find out if there has
been any undue profit in this transaction.

The Committee feel that the loading of price of
wool imported in 1965-66 and 1966-67 has to some
extent occurred owing to the delay in the allocation
of the items by the Textile Commissioner. The Com-
mittee desire that this aspect of the matter may be
looked into thoroughly and the existing stock distri-
buted without any further delay.

As the appeal of M|s. Kabir Woollen Mills against
the decision of Mr. Justice Tulzapurkar is still pend-
ing before the Bombay High Court, the Committee
would not like to make any comments in regard to
the allocations of hair belting tops (imported in
19656-66) made by the Textile Commissioner, at this
stage. The Committee would, however, suggest that
ag soon as the matter is finally decided by the Courts
of Law, expeditious action should be taken by the
Textile Commissioner to allocate the hair belting tops
which have been lying in stock for about three years
obviously involving storage and other charges. The
Committee would also suggest that the judgments of
the Courts of Law in this regard should be carefully
examined in the Ministry of Commerce and suitable
remedial|disciplinary action taken to deal with proce-
dural defectsjadministrative lapses that might come to
notice.

The Committee cannot over-emphasise the necessity
of an early decision in regard to distribution of the
stock of hair belting tops imported in 1968-66, s0 as




378

4“

45

3.179

3.184
3.85

3.186

to avoid further deterioration and consequent loss of
foreign exchange invested on its import.

The Committee hope that a flnal allocation of the
balance of the hair belting tops from the im-
ports made in 1966-67 will be made without delay as
soon as the question of allocation of hair belting tops
for the year 1965-66 pending before the Bombay High
Court is finally settled.

The Committee regret to note that despite the fact
that the various qualities of wool required for the
first four consignments from Australia for the Re-
volving Pool of Raw Wool were indicated by the Tex-
tile Commissioner in consultation with the Indian
Woollen Mills Federation, the latter and other sectors
of the trade raised objections in respect of the quality
as well as the procedure of supplies of wool from the
stock-pile and its replenishment etc. The Committee
are not aware as to why prior agreement with the
various parties concerned had not been made in res-
pect of all the aspects before the particular quality of
wool was imported. This failure resulted in delay in
the distribution of wool supplied by Australia under
the Colombo Plan which could have been avoided.

The Committee hope that while finalising import of
the further quantity of about 1.6 ‘million lbs, proper
care would be taken to come to prior agreement with
the various. parties concerned so that no difficulties
arise in the release of the imported wool from the
stock-pile as occurred in the past.

In view of the establishment of the stock-pile for
the revolving pool of raw wool with the imports of
merino wool from Australia, the Committee hope that
there will not be any resultant increase in the prices
of woollen cloth and materials and the consumers will
not have to suffer,

The Committee deprecate the manner in which
papers have been kept in the Ministry of Defence.
They would suggest that standing instructions should
be issued that whenever any officer of a Ministry|De-
partment attends any Inter-Departmental Co ttee
mentings, he should invariably record notes relating
to those meetings on the appropriate files of his Min-
istry|Department, clearly bringing out the role played
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by him and the commitments, if any, made on behalf
of his Ministry.

The Committee note that the percentage of ad-
mixture of nylon with wool wag assumed in February
1963 while assessing the requirements of nyllon fibre|
tops|tows for Defence Needs. But the Defence specifi-
cation furnished to the Committee is dated the 14th
November, 1967. In the opinion of the Committee
the question whether the specifications of blankets re-
ferred to above were actually operative at the time
it was decided to produce blankets out of shoddy
mixed with nylon (instead of 100 per cent Indian
wool) requires investigation.

The Committee have noted the views expressed by

* the representative of the Ministry that the per pound

profit of the two parties [two barter parties (1963),
namely, M!s. Arthur Import Export Co. and M|s Com-
monwealth Synthetjcs] was less than that of the par-
ties to whom the nylon tows were released from the
other sources but the overall profits of these parties
must have been considerable. The Committee are in-
clined to agree with these views of the representative
of the Ministry.

The Committee note the -circumstances which led
to the permission being granted in 1968 to two firms
to enter into barter deal with the State Trading Cor-
poration for import of nylon in lieu of export of man-
ganese ore. Thew are, however, not convinced that
the assessment made for the requirements of nylon to
meet the needs of Defence was realistic on the other
hand they are of the view that that the assessment of
requirementg of nylon for meeting Defence needs was
grossly exaggevated. This is evident from the fact
that in addition to the entire quantity of about 14 lakh
1bs. of nylon tows imported under the two barter deals
which became surplus, a quantity of over 5 lakh lbs.
out of the quantity of 19.83 lakh lbs. imported under
the two ad hoc licences by the Federation also became
surplus. In the whole transaction neither the consu-
mer nor the Ministry of Defence, for whose benefit
the imports were pcermitted, appear to have benefited.

The Committee note the position with regard to the
reported offer made byt a firm for the supply of nylon
tows at the rate of 59 d per lb. to the Indian Woollen
Mills Federation, when they purchased nylon fibres|
tows in 1965 at a higher price.
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The Committee note that the Textile Commis~
sioner’s organisation had only been mediating in the
dispute between the Indian Woollen Mills Federation
on the one hand and M|s. R. K. Synthetics and Well-
man India Ltd. on the other in regard to the nylon
imported in 1965-66, but has not so far taken a firm
line to ensure that the Federation releases the raw ma-
terial without loading the price and the firms which
had received the tows return them after conversion
without further delay. The Committee féel concern-
ed about the helplessness of the Textile Commissioner’s

Organisation in enforcing their orders regarding

release of nylon tows and their return after comversion
into nylon tops. The Committee cannot but express
their regret over the helplessness displayed by the
Textile Commissioner’s Organisation in the matter all
these years. They entirely agree with the views of
the representative of the Ministry of Commerce that
“the Government must be strong enough” to enforce
their orders in such matters.

The Committee note that the Federation has now
delivered 14,000 1bs. of tops and some quantities of
fibre to D.G.S.&D’s nominees and M|S R. K. Syn-
thetics have also reported their willingness to deliver
the tops to D.G.S.&D’s nominees, but they would
like the Government to ensure that their directions
are implemented in full and without delay. Suitable
penal action should be taken promptly by Government
in case there ig failure to implement their directions.

As certain agreements regarding the price of hair
belting tops were stated to have been reached bet-
ween the various parties concerned and the matter was
received further consideration of Government, the
Committee would urge that an early decision should
be taken in the matter and the stocks of nylon, im-
ported as far back as 1966, released to the contractors
executing the Defence orders without delay so that
there is no further loading of prices and deterioration
in quality of the raw material.

The Committee desire that the allegations that the
entire allocation of 1,20,000 pounds of nylon tows
meant for M|s. Commonwealth Synthetics and 1,10,000
1bs. of nylon tows meant for R. K. Synthetics has
been directly allocated to defence order holders who
were neither tow-makers nor spinners and that the
material is being openly marketed by the hosiery ten-
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der holders, should be investigated, specially in view
of the fact that Ministry of Commerce have confirmed
that the entire quantity will be utilised for Defence.

The Committee feel perturbed to note that no
action was taken either by the Textile Commissioner
or the Ministry in this case against the mill (M/s Model
Woollen Mills) for defaulting in delivery of yarn ex-
cept “to give them warnings”, as the view was taken
by Government that “CBI having looked into the mat-
ter or soried out what should be looked into, we need
not do anything further,” The Committee are unable
to appreciate this stand taken by the Government,
especiaily in view of the fact that serious allegations,
mncluding the gaining of pecuniary advantage by non-
distribution of yarn under the distribution scheme,
have been made by an officer of the Textile Commis-
sioner’s Office in an office note.

The Coummittee hope that an early decision will be
taken by Government on the question of launching of
prosecutions in this case as also other cases of default
in deliverv of yarn which have been dealt with by
the Commitlee in Chapter II of their Report.

The Committee note that the Central Vigilance
Commission did not agree with the findings of the
C.B.I. in regard to this particular case, viz,, taking
over of power-looms by M/s. Model Woollen Mills on
lease and their subsequent purchase to expand their
capacity. They also note that the matter is awaiting
consideration of the Government. The Committee hope
that an early decision would be taken in this case.

From the papers furnished to the Committee, tbey
observe that as late as 13th January, 1965, the Assis-
tant Director in the Regional Office of the Textlle
Commussioner at Colaba, Bombay, wrote to the Deputy
Director, IL Section (Wool), Office of the Textile Com~-
missioner, Fort, Bombay, as follows:

7t may please be seen that the said mill (M/s
Mande] Woollen Mills) is in possession of 25
woollen powerlooms from seven parties on
lease upto 31-6-1964. So far, this officc has
noi received any information from the leasers
fsr the continuation/extension of the leasg.
It may also be seen that since the concern 1%
registered under Industries (Development &

PR
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Regulation) Act, 1951 any extension of busi-
pesg by purchasing additional powerlooms
must be sanctioned by the Ministry, New Delhi,
by amending the licence to that effect. So far,
thiz office has not received any indication
erther from the mill or from the Ministry, New
Delhi’

These facts go to show that even though the period

~of the lease of the looms expired by the end of June,

1964, the mills were allowed to continue the working
of these looms in their own mills without any request
for continusnce/extension of the lease, The Committee,
therefore, desire that this aspect of the case should be
thoroughly examined and responsibility fixed on the
officers concerned for their lapses and suitable disci-
plinary action taken.

The Committee find that there was conversion of
some &ri silk powerlooms t¢ woollen powerlooms by
Model Woollen Mills and running them without insta-
llation permits. They note from the facts disclosed
that even though the senior officers including the
Textile Commissioner rejected the request of the mulls
on the 13th September, 1963, for permission to con-
tinue the use of looms on woollen yarn in anticipation
of somne dofence orders, within a few days (on 23-9-
1963) this reqgucst was acceded tq after the General
Manager of th.c {im had seen the Textile Commissioner
on the 16th evening. The Committee note that this
case is under further examination by the C.BI. in
concultation with their law officers. They would
suggest that final conclusion on this case should be
reached without delay.

In view of the facts disclosed in regard to the case
relating 1o the alleged transfer of wool processing
machines from Amritsar to Bombay by M/s Model
Woollen Mills and the views expressed by the repre-
sentative of the Ministry of Commerce in evidence,
the Committee desire that the case should be thoroughly
re-examined by the C.B.I. and the C.V.C. and an early
decisicn in the matter taken with regard to the ques-
tion of launching prosecutions and initiating discipli-
nary action against the persons concerned.

As the case relating to alleged irregular allocation
of 50,000 1bs, of 2|156s, 1]10s worsted yarn by the
Textile Commissioner to M/s. Model Woollen Mills has
been pending for a long time, the Committee would
urge that an esarly decision should be taken by the
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authorities regarding launching of prosecutions against
the persons concerned.

The Committee fail fo understand why the ullega-
tion that M/s Model Woollen Mills had purchased
Barrack blankets for supply against the defence orders
from other manufacturers instead of producing them
in their own mills, was not examined either in the
Ministry of Commerce or in the Ministry of Law, with
a view to see whether any irregularity was involved
in the matter,

From a study of the cases of alleged favouritism
to M/s, Model Woollen Mills, which have been dealt
with in the previous paragraphs, the followingz basic
facts emerge;

(i) M/s. Model Woollen Mills were given special
permission for taking powerlooms on lease
and ultimately taking them over perma-
nently;

(ii) The firm were allowed to utilise art silk looms
for production of woollens;

(iij) The firm installed at Bombay certain machi-
nery which was permitted to be imported for
instalaticn in their Amritsar” unit. This
involved violation of certain eontrol regula-
tions,

In the opinion of the Committee, the totality of
circumstances in these cases and other cases of alleged
irregularity against this firm indicate that there is
laxity in enforcing the provisions of varioug control
order, Acts, etc., by the Textile Commissioner’s Orga-
nisation. The Committee cannot too strongly urge the
necessity for a thorough investigation and firm action
in all those cases and similar’ other cases, so that
no circumvention of the various provisions of the rules
and contrel orders is permitted.

The Committce note that although one of the con-
ditions of the licence given to Himachal Shoddy Mills,
Paonta was that raw materials would be permitted to
be imported only if suitable arrangements could be
made for supply against equivalent value of export of
finished products, it was decided with the approval of
the then Minister of International Trade that having
regard to the fact that the shoddy industry was sup-
plying blankets for Defence requirements and that
the entire production of the country was required
either for Defence or for civilian consumption, the ex-
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port condition need not be insisted upon, The Com-
mittee have also been informeq that “this decision
applied to all the three shoddy spinning units which
were licensed under the Industries (Development and
Regulations) Act with similar condition regarding
export”.

The Committee have been informed in the case re-
garding release of imported shoddy wool allotted to
M/s. Himachal Shoddy Mills that the Indian Woollen
Mils Federation were reluctant to part with the goods
to thiz mill as they had booked the same at pre-deva-
luation rates and that the Federation in their letter
dated th: 15th December, 1966 wrote inter alia to the
Textile Commissioner that it had been decided by
them that all mills would be charged at the new rates
of exchange except where the imported materials were
required for Defence production. The Committee note
in this connection that the Textile Commissioner in his
letter of the 6th January, 1967 informed the Federa-
tion that the ad hoc licence for the licensing year 1965-
66 was canalised through the Federation and according
to relevant conditions “the Federation was not en-
titled to derive any pecuniary advantage by trading
in the impart licence granted to them for distribution
to the units of the industry”. The Committee desire
that an investigation should be made expeditiously to
find out whether the Federation has actually derived
any pecuniary advantage through the import licences
which were granted to them ad hoe during the period
1962-63 onwards. If any contraventions of the rele-
vant conditions of the licences come to notice suitable
action in the matter should be taken,

The Committee desire that the investigation re-
lating to the alleged violation of the conditions of the
Customs Clearance Permit by M/s R. K. Synthetics,
Ltd. should be completed early and action taken there-
on by the Government expeditiously.

The Committee trust that the matter relating to
dlleged discrimination between M/s. R. K. Synthetics
and M/|s. Wellman India Ltd. in regard to the condi-
tions imposed under the Customs Clearance Permits
Issued ‘0 them would be examined thoroughly and an
early decision taken by the Government.

The Committee note the position regarding the allo-
cation of actual users import licenses to three rag
pullers, namely, Indian Shoddy Mills, Bombay, Globe
Indusiries, Bombay and Bombay Woollen Waste Fac-
tory, Bombay.
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