C.P.U, No 454

COMMITTEE ON PUBLIC
UNDERTAKINGS

(1981-82)
(SEVENTH LOK SABHA) .

THIRTY-THIRD REPORT

Action taken by Government on the recommen-
dations contained in the Twentieth Repoit
of the Committee on Public Undertakings |

(Seventh Lok Sabha)’
ON

TANNERY AND FOOTWEAR CORPORATION
OF INDIA LTD.

MINISTRY OF INDUSTRY
(Department of Industrial Development)

Presented to Lok Sabha and
Laid in Rajya Sabka on o I, A
Tap /

"% 199

LOX SABHA SECRETARIAT
NEW DELHI:
March, 1982/Phalguna, 1903 (Saka)
Price : Rs. 1.20



LIST OI~ ALI HORISED A(:ENTS FOR THE SALE OF LOK SABHA
*  SECRETARIAT PUBLICATIONS '

ANDHRA PRADESH

1. Andhry Universﬁy General
Co-operative Storss I1td.,
Waltair  (Visakhapatnam).

BIHAR

2. Mys)
Upper
Ranchi

Crown Book Depot,
Bazar,
(Bihar).

GUJARAT
3. Vijay Stores,

Station Road,
Anard, .

‘MADHYA PRADESH

4. Modern Book House,
Shiv Volas' Palace,
Indore City.

MAHARASHTRA

5. M/s. Sunderdas Gianchand.
601, (nq,aum Road,
near Princess Street,
Bombay-2.

6. Hhe Internationsl Book House -Pvt.,

Y, Ash Lane,
Mahatma  Gandhi  Road,
Bombay-1. !

7. The International Book Service,*
Deccan  Gymkbana,
Poong-4.

8 The Current Book House,
Maruti  Lane, -
Raghunath Dudaji  Street.
Bombay-1.

9. M/s. Usha Book Depot,
585 /A, Chiry Bazar,
Khan House,
Girgaum Road,
Bombay-2.

a

10. M & J Services, Publishefd,
Representatives Accounis &
Law Book Sellers,

Bebri Road,
Bombay-15.

11. Popular Book Depot,
-

Dr. Bhadkamkar Road.
. Bombay-400001.

MYSORE

12. M/s. Peoples Book House,
Opp. Jaganmohan Palace,
Mysore-1.

UTTAR PRADESH

13. Law Book Company.
Sardar Patel Marg,
Allahabad-1."

14. Law Publishess,

Sardar Patel Marg,
P.B. No. 77,
Allahabad—U.P.

WEST BENGAL .-

18. Gl’a;thalokm

5/1, Ambica Mookherjec Road,
Belgharia,
24-Parganas. “

Y6. W. Newman & Company Ltd..
3, Old Court House Street,

Calcutta.

17. Mys. Manimala, Buys & Sells,
- 128, Bow Bazar Street,
Calcutta-12.

DELHI

18. Jain Book Agency,
Connaught Place,
New Delhi.

19. M/s. Sat Narain & Sons,

3141, Mohd. Ali Bazar,

_Mori  Gate,

“ Delhi.



COR® IGENDA

TO

Thirty-third Report of the

Connittee on Public Undertakings

T1I981I=-87)
Page _Para Line For Read
(iii) - 22 Uiare Piare
2 ' 10 5 add 'for' after 'full'
2 11 5 available a viable
4 - 12 154 .36 1545.36
9 - 5 for far
9 - 3(from not net



CONTENTS

COMPOSITION OF THE COMMITTEE

COMPOSITION OF SUB-COMMITTEE ON ACTION TAKEN

INTRODUCTION .

CHAPTER 1 Report .

CHAPTER 1T Recommendations that have been accepted by Government

CHAPTER IIT Recommendations which the Committee do not desire to
pursue in view of Government’s replies .

CHAPTER IV Recommendations in respect of which replies of GO\ ern-
ment have not been accepted by the Committee .

CHAPTER V Recommendations in respect of which final replns of
Government are still awaited

APPENDIX Analysis of -ction taken by Government on the recommenda-
tions containe in 20th Report of the Committee on Public
Undertakings (Seventh Lok Sabha) .

(i)

30 LSS/81—1

PaGE
(iii)
W)
(vii)

16

17



COMMITTEE ON PUBLIC UNDERTAKINGS
(1981-82)

CHAIRMAN

Shri Bansi Lal
MEMBERS
. Shri Gulam Nabi Azad
Shri Niren Ghosh
Shri Harikesh Bahadur
*Shri Arif Mohammad Khan
Shri S. M. Krishna
Shri B. K. Nair
Shri Rameshwar Neekhra
Shri Hiralal R. Parmar
. Shri Darur Pullaiah
. Shri Nagina Rai
. Shri K. Ramamurthy
. Shri Ravindra Varma
Shri Chandradeo Prasad Verma
. Shri Phool Chand Verma
. Shri Lal K. Advani
. Shri Swami Dinesh Chandra
. Shri Uiare Lall Kureel urf Piare Lall Talib Unnavi
Shri R. R. Morarka
Shri R. Ramakrishnan
. Shri Shrikant Verma
. Shri Ramanand Yadav

©eNo M AW

o
[

NN R e e e e e e
N = O 0o Undwiy

SECRETARIAT
1. Shri H. G. Paranjpe—J0int Secretary
2. Shri T. R. Krishnamachari—Chief Financial Committee Officer.
3. Shri S. C. Gupta—Senior Financial Committee Officer.

*Ceased to be a Member consequent on his appointment as Deputy Minister on |
15th January, 1982.

(iii)



SUB-COMMITTEE ON ACTION TAKEN OF THE COMMITTEE

—

b

© ® N O AW

ON PUBLIC UNDERTAKINGS
(1981-82)

. Shri Bansi Lal—Chairman
2. Shri R. R. Morarka—Convener

Shri Harikesh Bahadur
Shri B. K. Nair

Shri Darur Pullaiah
Shri Nagina Rai

Shri K. Ramamurthy
Shri Lal K. Advani
Shri Shrikant Verma

V)



INTRODUCTION

{, the Chairman, Committee on Public Undertakings having been autho-
rised by the Committee to submit the Report on their behalf, present this
33rd Report on Action Taken by Government on the recommendations
contained in the 20th Report of the Committee on Public Undertakings
(Seventh Lok Sabha) on Tannery and Footwear Corporation of India Ltd.

2. The 20th Report of the Committee on Public Undertakings was
presented to Lok Sabha on 27 April, 1981. Replies of Government to
all the recommendations were received by 26 November, 1981. Further
information in respect of five recommendations was also called for from
the Ministry and this was received by 24 February, 1982. The replies
of Government were considered by the Action Taken Sub-Committee of
the Committee on Public Undertakings on 5th March, 1982. The Report
was finally adopted by the Committee on Public Undertakings on 9 March,
1982.

3. Analysis of Action Taken by Government on recommendations
contained in the 20th Report of the Committee is given at Appendix.

New DELHI ;

BANSI LAL,
March 12, 1982 Chairman
Phalguna 27, 1903 (Saka) Commiittez on Fublic Undertakings.
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CHAPTER 1
REPORT

This Report of the Committee deals with the Action Taken by Gov-
emment on the recommendations contained in the 20th Report (Scventh
Lok Sabha) of the Committee on Public Undertakings on Tannery and
Footwear Corporation of India Ltd. which was presented to Lok Sabha
on 27th April, 1981.

2. Action Taken notes have been reccived from  Government in
respect of all the 12 rccommendations contained. in the Report. These
have been categorised as follows:—

(1) Recommendations/Observations that have been accepted by
Government.

Serial Nos. : 1,3,4,5,6,7,8,9,10, 11, 12.

(ii) Recommendations/Observations in respect of which final rep-
lies of Government are still awaited.

Serial No. : 2.

The Committee will now deal with the acfion taken by Goverument.
on some of their recommendations.

A.—Execution of sale deeds
Recommendation (Sl. No. 2)

3. The Committee had noted that the sale deeds for the take-over
of the tannery units from the British India Corporation in 1969 had not
been executed. According to the Secrctary, Department of Industrial
Development, the pending issues could be settled only after the acqui-
sition of the majority shares of the British India Corporation by the Gov-
ernment. The Committee awaited thc results of the government’s initiative
in this regard.

4. In reply, government have intimated that by virtuc of an ordinance
promulgatéd on the 11 June 1981, government bccame the holder of
the majority shares in the British India Corporation. According to the
Ministry of Commerce, which is the administrative Ministry for the
British India Corporation, the outcome of the arbitration proceedings of
the claims of the BIC for materials taken over subscquen! to  the

of the tannery units, should be awaited before executing the
sale deed of the property sold to the TAFCO. The mattcr is stated to be
under consideration further by the Department of Industrial Development
In consultation with TAFCO. Meanwhile, TAFCO has approachcd the
arbitrator to expedite the arbitration proceedings.
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5. As
two public undertakings, the Committee expect that the matter should
be settled without unnecessary further loss of time. The Committee are
of view that the execution of the sale deed need not await the outcome

the arbitration proceedings.

the execution of the sale deed is now a matter between tac

B—Vacancies in the senior poOsitions
Recommendation (Sl. No. 4)

6. The Committec had inter-itia taken notc of the fact that there
were nearly 22 senior level posts lying vacant in TAFCO and desired
that all the vacant posts should be filled up without delay.

7. In reply, the government have stated that against the 22 senior
level posts reported as vacant, 9 were filled. 3 of the 9 posts filled up
have again fallen vacant. In addition, 4 more posts have also since
fallen vacant. Thus, the total number of scnior level posts vacant at
present is 20. Of thesc, 7 posts have been advertised and steps to fill the
femaining posts also are being taken by TAFCO.

8. The Committee regret that although nearly a year has elapsed
since the presentation of their Report, the position in regard to the filling
up of vacancics in senior management level in the TAFCO is quite un-
satisfactory. They accordingly desire that government should keep a cluse
watch on the position and ensure that the TAFCO fills up all these posts
without wndue further delay to improve the performance of the company.

C—Diversification of products
Recommendation (SI. No. 6)

9. While reviewing the sales performance the Committee had inci-
dentally felt that TAFCO should go in for production of chappals, ladies
and children’s footwear and other leather goods catering to a variety
of consumers.

10. In reply, the government have stated that TAFCO is considering
the feasibility of taking up production of ‘these items. However, at
present TAFCO has adequate orders for Defence and civilian footwears
and also for chrome leather. The available production capacity is, there-
fore, likely to be utilised in full the manufacture of these items.

11. The Committee’s suggestion for diversification of the products of
TAFCO was from a long-term point of view. Although TAFCO may
have adequate orders for fully utilising the capacity at precent, the Com-
mittee would urge for an early decision on the diversification as part of
the corporate plan to make TAFCO available and a competitive unit.
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D—Settlement of prices for the past defence supplles

Recommendation (S1. No. 9)

12. Finding that the prices for the past defence supplies had not
yet been settled fully, the Committee had urged that a scttlement should
be arrived at on a mutually satisfactory basis betwecn the administrative
departments concerned without further delay.

13. In reply, the government have stated that thc mattcr was consi-
dered in a meeting held in the Ministry of Defence on 4-January 1982
and it has been decided that the Cost Accounts Branch of thc Miristry
of Finance (Department of Expenditure) will have a second look at the
prices payable for supplies of footwear by TAFCO to Defence. The re-
commendations of the Cost Accounts Branch in this regard are awaited.

14. The Commitice do not consider it fair to a sick footwear unit
in the public sector that the prices for its past supplies to Defence should
remain unsettled for this long. They would, therefore, once again urge
that the matter should be settled soon.

E—Revival of TAFCO
Recommendation (SI. No. 12)

15. Taking notc of a revised corporate plan for the period 1980-85
preparerd by the managemcnt, which awaited the approval of government,
in order to revive the sick TAFCO, the Committec had obscrved that the
company had undoubtedly the potentialities for revival and ‘that the
opportunity should nct be lost.

16. In reply, the government have stated that the Expenditure Financc
Committec considered the Corporate Plan of TAFCO in their meeting
held on 22 January 1982 and have rccommended taking up cf Phasc 1
of the Plan involving an investment of Rs. 385.46 lakhs. The recom-
mendations of the Committec arc under consideration of government and
a final decision in this matter is likely to be available shortly.

17. The Committee need hardly point out that the revival of the sick
TAFCO hinges on the approval to the corporate plan and its implemen-
tation with a vigour. In this context, they are somewhat disappointed that
the investment decision is yet to be taken by government. They would,
therefove, wrge that the decision in this regard should be taken without
farther loss of time.* '

*At the time of factual verification. the TAFCO stated that the approval of ﬂle
Governient hay_since been communicated vide letter No. 12/8/79——Leather dyted
3-3-1982 of the Ministry of Industry, Department of Industrial Developmeni.



CHAPTER 1

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Recommendation (Serial Neo. 1)

The Tanncry and Footwear Corporation of India Ltd., is an ex-
tremely sick government company. The company incorporated in 1969
took over the Cooper Allen and North West Tannery units of British
India Corporation Ltd. The company has been mismanaged from the
inception although there arc signs of improvement after the Comptroller
and Auditor General of India reported on its working and the Committec
took up his report for examination. There were continuos losses,  und
the cumulative cash losses at the end of March 1980 stood at Rs. 154.36
lakhs which had wiped out the paid-up capital of Rs. 436.92 lakhs (raiscd
from Rs. 9592 lakhs in 1978).

Paragraph ‘Part II'
Para 1

Reply of Government '

Government have taken note of the observations. Necessary mecasures
are baing taken to increase production by better utilisation of men and
machines, replacement of old and obsolete machines in critical operations,
strengthening supervision and control and improving industrial relations
and marketability of the Corporation’s products. Steps are also being
taken to strengthen the capital structure of the Corporation and improve
the ﬁnancm} position of the Corporation. It is expected that all these
measures will contribute to improvement in the working of the Corpora-
tion and help to aghieve ecconomic viability in the next few years.

(Ministry of Industry, Department of Industrial Developmcnt——
OM No. 12[22|81-Leather dated 26-11-1981.)

Recommendation (Serial No. 3)

. The production and sales performance of the TAFCO pre

dismal picturc. The utilisation of capacity for prgduction hasp rltxs:?r:t on]g
to the extent of‘ about a third of the capacity as re-assessed and reduced
from time o time. Even the lower budget targets of production could
not be achieved. For instance, the installed capacity ior jootwear produc-
tion which was 20.10 lakh pairs per annum was derated progressively to
11:88 lakh pairs in 1978. As against this the production ranged from

4
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3.12 to 9.21 lakh pairs including those fabricated through outside fabri-

cators out of cut components supplied by the Corporation during 1970-
80 a[l:d it touched the a‘ilo time low in 1979-80, The shortfall was cxplained
as mainly due to old-obsolete|unproductive plant and machinery and low

productivity of workmen.
Daragrapn ‘Part II'
Para 3

Reply of Government

The observations of the Committee have been noted. Necessary re-
medial measures are being taken to increase production with  better
maintenance, acquire new machinery to replace and balancc critical
operations and also expand production capacity, especially in the foot-
wear department. A new range of footwear with attractive designs has
also been introduced for the civilian market.

There has been some improvement in production during the year
1980-81, as compared to the earlier years. The value of production in
1980-81 was Rs. 387.92* lakhs as against Rs. 340.48 lakhs in 1979-80
and Rs. 324.63 lakhs during 1978-79. The production of footwear which
was 3.124 lakh pairs in 1979-80 has also gonc up to 3.97 lakh pairs in

1980-81.
(Ministry of Industry, Department of Industrial Development—
OM No. 12|22|81-Leather dated 26-11-1981.)

Recommondation (Serial No. 4)

Although it was clearly expected at the time of take-over that the
productive life of the already 30 year-old plant and machinery would not
last longer than 5 years and money was not unavailable, nonc of the
programmes for modernisation and renovation drawn up since 1969 ,
fructified except that there was purchase of some additional equipment
for specific purposes. This inaction was stated to be due to lack of conti-
nuity in top management, The Committee have taken note of the fact
that there werc nine incumbents of the post of Managing Director since
the company came into being in 1969. There were as many as six changes
in the incumbency of the Chief Executive during the last 3 years. Further,
at present nearly 22 senior level posts are lying vacant. Annually on an
average 15 executives were leaving the organisation during the last 4
years. The atmoshphere in the company is reported Yo be such that officers
In senior positions do not want to remain in the service of the company.
The Committee desire that the work culture  should be
improved, a measure of continuity in top managemert ensured and all

*At the time of factual verification, Audit, pointed out as follows :—

“The figures of value of production for 1980-81, 1979-8) and 1978-79 in the
Review of Accounts printed with the Annual Accounts work out to Rs. 507.26 lakhs,
Rs. 380.11 lakhs and Rs. 400.98 lakhs respectively. As the basis of figutes in the
Government reply was not given, these figures could not be verified.”
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the vacant senior positions fille¢ up without delay. These should be the
responsibility of the administrative Department of the Government. These
are the desiderata for good management especially in the context of the
resolve to revive the TAFCO under a corporafe plan for 1980-85.

Paragraph “Part I’
para 4
Reply of Government
Government have noted the observation of the Committee.

Out of the 22 senior level vacant positions, the following 9 positions
have since been filled in (—
F. A. and CAO.
Purchase Manager
Manager (Chrome Tannery)
Materials Manager (Raw Hide)
Divisional Manager (Export)
Manager (Vegetable Tannery)
Electrical Engineer.
Departmental Manager (Footwear)
Sales Manager

Necessary action has been taken in hand by the Corporation to fill
the remaining vacant positions, as also the fresh vacancies that have arisen
in the posts of Chicf Engineer. Finance Manager and Regional Sales
Manager (Delhi).

Efforts are also being made to improve the work culture and the
working atmoshphere in the Corporation.

BN ol o o

(Ministry of Industry, Department of Industrial Develepment—
OM No. 12!22/81-Leather dated 26-11-1981).

-Further information on additional points.

Point (i) —Recommendation (S. No. 4)
The present position of filling up of the remaining senior level va-
cancles.
Reply of Government

As against the 22 senior level vacancics rcported as vacant originally,
9 posts were filied. 3 of the 9 posts filled have again falten vacant. In
addition, the following posts have also since fallen vacant:—

(i) Chief Engineer.

(i) Finance Manager.

(iii) Manager (Management Services).

(iv) Reginonal Sales Manager, New Delhl.
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Thus, the total number of senior level posts vacant at present is 20.
Of these, 7 posts have been advertised, and steps to fill the remaining
posts also are being taken by TAFCO.

(Ministry of Industry, Department of Industdial Development—OM
No. 12/22/81-Leather dated 24-2-82.)

Comments of the Committee
(Please see paragraph 8 of Chapter 1 of the Report).
Reconumendation (Serial No. 5)

Besides low productivity, there has been substantial loss of produc-
tion consequent on absenteeism and industrial unrest. The mandays lost
on account of leave or absence were 1.4 lakhs and 1.24 lakhs in 1978-79
and 1979-80 and the value of loss of production was of the order of
Rs. 91 lakhs, The poor performance of the work force all alcng was
explained as due to low morale stemming primarily from low wages.
However, a wage agreement has belatedly been reached in 1980 and an
incentive bonus scheme has also been put through. The Committee trust
that the workers will realise that it is in their own interest that the Com-
pany gets revived by their sustained cooperation. The Committee wish
to place on record their appreciation of the .fact that the commonality
of the contents of the memoranda submitted to them by various workers
unions when a Study Group visited the factory premises at Kanpur in
November, 1980 was that the TAFCO having the potential tc revive
ought not to be allowed to languish further.

Paragraph ‘Part II’
Para 5

Reply of Government

The observation; have been taken note of by Government.

(Ministry of Industry, Department of Industrial Development—
O.M. No. 12/22/81-Leather dated 26-11-1981)

Recommendation (Serial No. 6)

The sules performance of the company is very disccuraging. Heavy stocks
of finished goods have accumulated. The value had to be written down and
discount sales organised incurring losses to dispose of old stock. While the
capacity of the footwcar factory remaincd grossly underptilised, shoes were
got {abricated outside and finished shoes were also pr . Lot of irrcgu-
larities have been noticed in this operation. Refreshing®-¥he company has
since stopped this practice. Although it was initially expected that the TAFCO
would cater to Detence and other Government requicements on “cost’ basis
the custcmer composition -shows that it did not materialise cven to the
extent of S0 per cent of sales of the company. The Committee feel that
the matter deserves serious consideration, The szles crganisation is admit-
tedly weak. The post of Sales Manager is vacant at present. The lack of
demand for civilian footwear is obviously on account of Jack of varic ty.
The Commiittec feel that the TAFCO should go in for preduction of chappals,
ladies and children’s footwear and other leathcr goods catering to a variety

Uf\&‘ﬂﬂ" l'tup
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of consumers and adopt latest designs. The sales and marketing as well as
design and devclopment units of the company should be strengthcned
qualitatively

Paragraph “Part 1I’
Parz 6
Reply of Government

The marketing sct up of the Corporation has been strengthened by ap-
pointmen:. of a qualificd Sales Manager and a publicity campaign has also
been started for increasing the sales and for re-establishiny the imagc ot
Flex in the internal market, The design personnel of the Corpuration are
being expesed to latest trends in designing of footwear, which is expected
to result in production of better designed footwcar in the Corporation and
cater to the fashion-oricnted market, Advance charges in footwear  hawc
also been imported from abroad to serve as mocels for futurc designing
and keep pace with the modern trends in footwear production. A ncw range
of footwear with attractive designs has also been introduced in the civilian
market.

The Corporation has at present reasonably adequate orders in hand
from Defence. It is also considering the feasibility of taking up production
of chappals, ladies, and children’s footwear and other leather goods to cater
to a wider variety of consumers.

(Ministry of Industry, Department of Industrial Development—O.M.
No. 12/22/81-Leather dated 26-11-1981).

Further information on additional points

Point (iii)—Recommendation (S. No. 6)

The decision, if any, on taking up production of chappals, ladies nd
children’s footwear and other leather goods to cater to a wider variety of
consumers.

Reply of Government

TAFCO is still considering the feasibility of taking up production of

these items.

‘l-'lowevcr, at present TAFCO has adequatc orders for Defence ' and
Civilian Footwears and also for Chrome Leather. The available production
c}z:pacn}y is, therefore, likely to be utilised in full for the manufacture of
these itenrs.

(Ministry &jus , Dcpartment of Industrial Development—O.M.
No. 12|2281-Leather dated 24-2-82).

Comments of the Committee
(Pleasc see paragraph 11 of Chapter I of the Report)
Recommendation (Serial No. 7)

The Committec are particularly concerned about the procedure and
practices of purchase of raw hides by the Company. These left a lot of
scope of malpractices, and there were malpractices. In some cases the

'\,ﬂ\gfaj c;f :/_Y‘\CQ\AHj
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suppliers of raw hides and purchasers of finished leather were the. same:
persons. This assumes significance when one observes that in .mapy.<cases
sale value of the finished leather did not cover even the direct costs. Obviously
higher prices were paid for the raw material. The quality control and the. -
system of weighment in regard to purchases were for from satisfactory. It
is no wonder, thereforc, that recently after tightening up of the procedures,.
the price paid for.raw hides registcred a fall of about 30 per cent despite a:
rising market , .

Paragraph ‘Past. IL’ -

‘ParaF

Reply of Government

A Raw Hide Monitoring Cell has been crcated by TAFCO with effect
irom l4th November, 1980, for collecting daily raw hide prices and avail-
ability of raw hides in the local market for being utilised as a guideline in
negotiating the prices. In addition, 2 Raw Hide Purchase Advisory Commyit-
tec has also been set up in the Company with a view to- exercisc effective
control over the raw hide purchase. Thesc measures are expected to-keep’
an effective check on the quality and prices of raw hide purchase.

(Ministry of Industry, Dcpartmeny of Industrial Development oM.
No. 12,22|81-Leather dated 26-11-1981). . : .

Recommendation (Serial No. 8) cal

‘The magnitude of corruption and misinanagement in TAFCO was. sugh
that Government werc constrained to set up a high-powered vigilance -unit:
in the company in October, 1977. The services of a number of officials
were reportedly terminated on the basis of the findings ef the Director of
Vigilance. The special vigilance set up has since been wound up. While the
Committee agree that it could be counterproductive .to continue a.set-up
of this kind mecant for a specific purpose and duration, they expect the exist-
ing arrangements in the company to ensurc honest transaction of business.

Paragraph ‘Pari 1L
Para 8

Rep!l: of Government

The observations of the Commuitee have becn taken note of by Govern-
ment

(Ministry of Industry—Department of !Industrial Development O.M.,.
No. 12;22'81-Lcather dated 26-11-1981.

Recommendation (Serial No. 9)

_ Distressingly all the products of the TAFCO were sold below cost and -

In some cases the sale price did not recover even the direct’ ccst (material

and labour). For instance, the average not sale value per pair of footwear

was Rs. 42.89 in 1979-80 as against the cost of production of Rs. 117.71

(overheads cost alone : Rs. 62.50) thereby resulting in.a loss of Rs. 74.82
30 LSS/81—2
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gt ‘pait, It does not need any imagination to realiss how unbusiness like
the - business of TAFCO has been. Besides there being no cost control
worth mentioning, the pricing of products scems unrclated to market con-
ditioas. The Committee desire that an eticient cost control system, includ-
ing -credit and inventory control, should be introduced taking into account
the deficiencies brought out in the Report of the Comptroller & Auditor
General of India. The Company should be sensitive to market conditions
and revise the prices promptly. Incidently, the Committec find that the
prices for past defencc supplies have yet to be settled full. The Committee
would .urge that this should be done on a mutually satisfuctory basis between
the administrative departments concerned, without further delay.

P Paragraph ‘Part 1I’
——— Para 9
Reply of Government

Action to implement the Integrated Cost and Financial Accounts System
is being iniiated by the Corporation during the current financial year the
results of which would be available after the close of the year.

As regards prices for past defence supplics, the Cost Accounts Branch
of the Ministry of Finance (Department of Expenditure) had gone into this
matter and have computed the prices payable to the Corporation. However,
as the prices computed by the Cost Accounts Branch are much below the
expectations of the Corporation, cfforts are being made to reach a settiement
mutually acceptable to the Ministry of Defence and this Ministry. The
matter has already been taken up with the Ministry of Defence and will
be pursued carmestly.

(Ministry, Department of Industrial Development—OM
No 12[22|81-Leather dated 26-11-1981.

Further information on additional points.
Point (ii)—Recommendation (S. No. 9)

The Committes desired that an cfficient cost control system, including
credit and inventory control, should be introduced taking into account the
deficiencies brought out in the Report of the Comptroller & Auditor General
of India. Please state the action taken by TAFCO in regard to cost, credit
and inventory control and on the deficicncies pointed out by Audit.

Reply of Government

The following action has been taken by TAFCO in regard to Cost Con-
trol System, including Credit and Inventory Control : —

(a) Cost Control :
] (i) Profitability analysis for the year 1980-81 in respect of Foot-
B s wear and Tanneries Division has  been prepared and is
’ being examined by the management for remedial actions
wherever necessary.

(i1) Actjon for review and bringing down of the cost of input ma-
terials has been initiated.
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(iii) Steps are being taken to improve the product-mix and intro-
duce new items of footwear. ‘
(iv) Monthly reports on lime yield, finished yicld and cutting re-
sults are complied and seat to the concerned departmental
heads for necessary action.

(v) Raw Hide Purchase Evaluation Procedure is being followed to
ascertain the efficiency in Raw Hide Purchases.

(vi) Capacity utilisation of Footwear Department is being aug-
ment by procurement of components from outside.

(b) Invertory/Credit Control

Steps are being taken to minimise stock holding of raw materials,
stores and spare parts and to dispose of thc non-movable
items of stock. A, B, C analysis is also being carried out for
minimising the inventory levels and to avoid stock outs. So
far as the excess stock of finished goods is concerned, action
for disposal of finished leathers are in hand. Credits are not
allowed to the customers and thc sales are cither being made
against cash payment or through bank on collection basis.
Short-term credits are- however allowed to Government De-
partments and some Public Sector Undertakings. Outstandings
on this account are being pursued regularly for ensuring quick
realisation.

(Ministry of Industry—Department of Industrial Development—O.M.
No. 12{22|81-Leather dt. 12-2-82). :
Further information on additional points
Point (iv)—Recommendation (S. Ne. 9)

The outcome of the efforts made to reach a settlement of prices mutually
acceptable to the Ministry of Defence and the Ministry of Industry.

Reply of Government

The matter was considered in a meeting held in the Ministry of Defence
on 4-1-1982, and it has been decided that the Cost Accounts Branch of
the Ministry of Finance (Department of Expenditure) will have a sccond
look at the prices payable for supplies of footwear by TAFCO to Defence.
The recommendations of the Cost Accounts Branch in this regard are
awaited.

(Ministry of Industry—Department of Industrial Development—O.M.
No. 12,22{81-Leather dated 24-2-82).

Comments of the Committee
(Pleasc see paragraph 14 of chapter I of the Report)
Recommendation (Serial No. 10)

After examining the working of the TAFCO, its financial working results
do not surprise the Committee. They neverthelcss cause anxicty. Evidently
the Board of Directors and the general body have not :xercised any effec-
tive control over the management. In all the recent years, Annual Genera)
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Body . meetings were called giving no notice period. There could be mno
meaningtull participation by snarenolders, especially the President’s nomince,
on the basis of documents circulated on the day of the meetings as it
happened. The role played by administrative departmeit and' the gevernment
directors was not marxed by timely initiatives. There has been virtually no
directive to the corpoiation except the one on setting up of a Vigilance Unit.
That the administrative department has undertaken no action oriented
periodic review of periormmance of the TAFCO with a view to giving direc-
tions to the management has been conceded. Such being the attention given
to a sick unit, the department cannot be said to have fully discharged its
responsivilities vis-a-vis the public enterprises under its control. The Com-
mittee desire that these laxities should be avoided in [uture.

Paragraph ‘Part II’
Para 10
Reply of Government

Government has taken note oi the observations.

(Ministry of Industry-Department of Industrial Development-—O.M
No. 12]22}81-Leather dated 26-11-1981).

Kecommendation (Serial No. 11)

The capital structure was unsound in that the debt equity ratio which
ought to ¢ generally 1 : 1 varied from 2.2 : 1 to 8.9 : 1 during 1976—80.
This adverse ratio and the attendance heavy interest liability had pushed the
company into the red more and more. A timely readjustment would have
perhaps hclped the management as unremitting heavy losses are utterly de-
moralising. The Committee, have however, been assurcd that the position
will be corrected shortly.

Pacagraph ‘Part iI'
Para 11
'Reply of Government

Government are fully conscious of the need for achieving a healthy debt
equity ratio in the case of TAFCO. Keeping this in view, Government had
converted loans amounting to Rs. 3 crores into equity with cffect from
1-4-1977. Since the Company continued to incur cash losses and these had
to be made good by advancing fresh loans by Government the desired level
of debt equity ratio of 1 : 1 could not be achicvcd. Government has since
decided to convert further loans to the extent of Rs 563 lakhs into equity
with effect from 1-4-1981. Even with this convarsioa, the debt equity ratio
will continue to be adverse, as on that date thc loans outstanding from
TAFCO to Government amounted to Rs. 20.25 crores. However, while ad-
vancing loans in future to TAFCO, especially for capital expenditure, Gov-
croment will keep in view the need for increasing the cquity in the Com-
pafmyl, solthat the debt equity ratio is maintained at the desirable level
of :

(Ministry of Industry, Department of Industrial Development—OM No.
12;22:81-Leather dated 26-11-1981). P ©
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. Recommendatien (Serial Ne. 12)

In order to revive the sick TAFCO, the management Has prepared re-
cently a revised corporate plan for the period 1980—85 and the plan
entails an outlay of about Rs. 5 crores. This plan, which awaits the
approval of government, envisages increase in productian from.the present
tevel of Rs. 4 crores to Rs. 18 crores per annum in order to break-even by
the end of 1984-85. In order to come to their own assessmeat, the Com-
mittee undertook an on the spot study of the production units: of TAFCO-
at Kanpur. The Committec feel that the company has a good infrastructure
besides good expertise in leather and leather goods production. It has un-
doubtedly the potentialities for revival, if it can be placed under an efficient
management. The Committee trust that the opportunity will not be lost
now. The Committee suggested that the feasitfility of convesting the: TAFCO
as a fully-owned subsidiary of thc Bharat Leather Carporation be considered
since they feel that a wunified institutional arrangement is necessary for
coordinated and planned .development of the leather and leathey goads indus-
try in the country.

Paragraph ‘Part 1I'
Para 12

Reply of Government

The Corporate Plan prepared by the Corporation for modernising and
expanding its production activities is in an advanced stage of scrutiny by
Government, and the required investment decision would be taken without
loss of time.

The question of converting TAFCO as a fully owned subsidiary of the
Bharat Leather Corporation has been considered by Government. While
TAFCO is a full-fledged manufacturing unit, the Bharat Leather Corpora-
tion has been set up mainly to achieve a coordinated growth of the leather
and leather goods industry in the country and cstablished necessary infras-
tructural facilities for this purpose, more particularly in conjunction with
the State Leather Corporations. Government are of the view that the prob-
lems of TAFCO, as a producuon unit, need to be dealt with and overcome
independently. If BLC is saddled w1(h the responsibility of  managing
TAFCO, which is a sick unit at present, the developmental activities of
BLC would receive a set back. In these circumstances, Government consi-
der that TAFCO should remain an independent cntity and not merged into
BLC for some time to come.

(Ministry of Industry-Department of Industrial Development—-O.M. No.
12/22/81-Leather dated 26-11-1981).

Further information on additional points
Point (iii)—Recommendation (S. No. 12)
The Committee were informed in December, 1980, that the Department
of Industrial Development had cleared the Corporate Plan and it was being

taken to the Cabinet Committee on Economic Affairs.
30 LsS/81—3
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Please state the pt(o:gﬁs made since then in regard to approval of
Corporate Plan of TAFCO.

Reply of Government

The Expenditure Finance Committee considered the Corporate Plan of
TAFCO in their meeting held on 22nd January, 1982, and have recom-
mended taking up of Phase I of the Plan involving an investment of
Rs. 385.46 . The recommendations of the Committee are under con-
sideration of Government and a final decision in this matter is likely to
be available shortly.*®

(Ministry of Industry—Department of Industrial Development—O.M.
No. 12]22|81-Leather dated 12-2-82).

Comments of the Committee
(Please see paragraph 17 of Chapter I of the Report)

*At the time:(' ‘_hctual v;x_'i-ﬁcation.“t;:;l_' AFCO stated that the approval f the
Government has since been communicated vide letter No. 12/8/79—Leather dated
3-3-1982 of the Ministry of Industry, Department of Industrial Development.



CHAPTER I

RECOMMENDATIONS WHICH THE COMMITTEE.DO NOT DESIRE
TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES

—NIL—
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RECCMMENDATIONS IN RESPECT OF WHICH REPLIES OF
" GOVERNMENT HAVE NOT BEEN ACCEPTED °
BY THE COMMITTEE

—NIL—
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CHAPTER V

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLfES OF
GOVERNMENT ARE STILL AWAITED ’

Recommendation (Serial No. 2)

It is incredible and yet true that the sale deeds for the take-over of the
tannery units in 1969 have not been executed so far. There are discrepancies
in the area of land, and disputes in regard to claims of the BIC for materials
taker over subsequently. The latter are under arbitration for long. The
TAFCO management went out of the way to try fo keep the claims alive
when the period of limitation was about to expire, The title deed is still
reported fo be with the bankers of the erstwhile owners. On account of
the non-execution of the sale deed, patents and trade marks in regard to
the products manufactured have not been transferred and registered in the
name of the TAFCO. Thcugh as early as 1971 the Registrar of Patents
and Trade Marks suggested that as an alternative, the trade marks could
be transferred to the TAFCO on a deed of assignment that possibility was
obviously not pursued. The implication of this delay and inactior is that
the Company is not in a position to take any legal action for the infringe-
ment of the trade marks, which has reportedly taken place on a large
scale and with impunity. Thus of the land and buildings, machinery and
trade marks of the Company none has been taken over by the TAFCO
legally as yet although cornsideration money has been paid with promptness.
It is indeed surprising thar a private concern could take the government
company for a ride successfully all these 12 vears. The administrative
Ministry becamc aware of the inordinate delay in completing the legal
formalities of the take-over for the first time only in September, 1976.
although there are government directors on the Board of the TAFCO. While
deprecating this long and unsavoury tale the Commiftee note that according
to the Secretary, Department of Industrial Development, the pendirg issues
could be settled only after proposed acquisifion of the majority shares of the
BIC by the Government. That the issue has been rendered ununderstandably
intractable is a matter that causes deep corcern to the Committee. However.
the Committee can only await the results of the Government’s iniiative
in this regard.

paragraph ‘Part II’
para 2
Reply of Government

Government have since acquired majority shares in the British India
Corporafior. In the light of this position, efforts are being made to acquire
the title-deeds and complete further outstanding issues. The matter has
already been taken up with the Ministry of Commerce, who are the adminis-
trafive Ministry for the British India Corporation, to use their good offices
in getting the title-deeds released.

(Ministry of Industry—Department of Industrial Development—O. M. No.
© 12/22/81-Leather dated 26-11-1981).

17



18

Furtber information on additional points
Point (i)—Recommendation (S. No. 2)

Government arc stated to have acquired majority shares in British
India Corporation Ltd.

Please furnish the date on which the Government acquired the majority
shares in BIC Ltd.

Reply of Government

By virtue of an Ordinance (Ordinance No. 5 of 1981) promulgated
or the 11th June, 1981, the Government became the holder of majority
shares in the British India Corporation. Subsequently, the Ordinance was
converted into an Act (Act 29 of 1981).

(Mimistry of Industry—Department of Industrial Development—O. M. No.
12|22!81-Leather dated. 12-2-1982).

Further information of additional points
Point (i)—Recommendation (S. No. 2)

The present position of the release of title deeds and the execution of
sale deeds as well as registration of patents and trade marks in the name
of the TAFCO.

Reply of Government

The question of release of title decds by the Briish India Corporation
was taken up with the Ministry of Commerce who are the administrative
Ministry for the said Corporation. In reply, the Ministry of Commerce have
informed this Ministry that the Corporation is prepared to help in the
verification of the Deeds by TAFCO, but that it would like to wait for
the outcome of the arbitration proceedings which are pending with the
arbitrator beforc cxccuting the Sale Deed of the properfies sold to TAFCO.
The matter is being examined further in consultation with TAFCO. Meat-
while, TAFCO has approached the arbitrator to expedite the arbitration
proceedings.

With regard to registration of Trade Marks. 22 out of 40 trade marks
had been registered in the name of TAFCO by the Registrar of Trade
Marks, Registration of the remaining 18 trade-marks is rot considered
necessary by TAFCO at this stage. as the manufacture of the respective
brands of footwear has been replaced with new designs by TAFCO for
which the required trade marks have been obtained separately. It is, there-
fore. not considered necessary to have the 18 trade-marks registered now
in the name of TAFCO.

(Ministry of Industry—Department of Industrial Development—O. M. No.
12/22/81-Leather dated 24-2-82).
Comments of the Committee
(Pleasc see paragraph S of Chapter I of the Report.)

New DELHI ; Chairman,
March 12, 1982 BANSI LAL,
Phalguna 21, 1903 (Saka) Committee on Public Undertakings.
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APPENDIX
(Vide para 3 of the Introduction).

Analysis of the action taken by Government on recommendations con-
tained in the 20th Report of the Committee on Public Undertakings
(Seventh Lok Sabha) on Tannery and Footwear Corporation of India

. Total number of recommendations

Recommendations that have been accepted by the Government (vide
recommendatxonsatSNos\3456789\011l). .

Percentage to total

Recommendation which the Committee do not desire to pursue in view of
Government's reply (vide recommendation at S. No. 2) . . .

Recommendation in respect of which replies of Govemmcnt have not
been accepted by the Committee . . .

. Recommendation in r&spect of which final replles of Government are still

awaited

Percentage to total

19
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Nil

8.33%
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