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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to present the Report om their behalf,
present this Sixtieth Report on State Trading Corporation of India Ltd.

2. The subject was examined by the Committee on Public Under-
taking (1988-89). The Committee took evidence of the representatives
of State Trading Corporation of India Limited on 25 January and 22
February, 1989 and also of the representatives of the Ministry of Com-
merce on 14th March, 1989.

3. The Committee on Public Undertakings (1989-90) considered and
adopted the Report at their sitting held on 15th Jume, 1989.

4. The Committee wish to express their thanks to the Ministry of
Commerce and State Trading Corporation of India Limited for placing
before them the material and information they wanted in connection with
examination of the Corporation. They also wish to thank in particular the
representatives of the Ministry of Commerce and the State Trading Cor-
poration of India Limited who appeared for evidence and assisted the
Committee by placing their considered views before the Committee.

NEw DELHI; VAKKOM PURUSHOTHAMAN,
21 June, 1989 Chairman,

31 Jydistha, 1911(5) Committee on Public Undertaking.




CHAPTER 1
OBJECTIVES AND OBLIGATIONS

1.1. State Trading Corporation of India Ltd. (STC) was established
in 1956 under the Indian Companies Act. The major functions of STC are
export, import and domestic trade.

A. Objectives and Obligatiors

1.2, In November, 1970, the Government of India accepted the recom-
mendation of the Administrative Reforms Commission that the Govern-
ment in consultation with the Public Undertakings should make , com-
prehensive and clear statement of objectives and obligations, ‘Subsequently
im 1979 -and 1983 the Bureau of Public Emerprises (BPE) issued -instruc-
tions to all Ministries to advise the Public Undertakings under their ad-
ministrative control to frame their micro objectives consistent with the
broad objectives spelt out in Governrment Industrial Policy statement of
1977. The statement inter-alia should lay down the broad principles for
determining the precise financial and economic obligations of the public
enterprises in matters such as creation of various reserves, responsibility
of self financing, the anticipated returns on the capital employed and the:
basis for working out national wage and pricing poficies. These micro-
objectives required to be specifically approved by the Administrative-
Ministry,

1.3. The Committee enquired as to whether STC had formulated its
micro objectives in terms of BPE guidelines. STC replied in a written-

note as follows:—

“The role of STC was redefined as a result of a study conducted:
by Indian Institute of Mamagement, Ahmeddbad into the:
working of STC in 1977. The new role includes:—

(i) Undertaking a substantial amount of actual trading on:
their own account including buying, selling, stocking, etc.
which ‘would involve undertaking greater risks than in the.
conventional back-to-back comtracts entefed into in the

past.

@i) Playing a leadorship role entering fnto diffioult and long
gestation orfenteq aetivities, which are socislly important

and in which private ‘enterprise is aot tfkely to enter without
being forced to do so.
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(iii) Placing due emphasis on the developmental role as also on the
role associated with achieving social objectives.

(iv) Playing an effectlvé role as field agency of the Government
operating in the market so that the Government is able
1o obtain through it the timely feedback on developments
in the market which are likely to affect the economic con-
ditions in a significant manner,

(v) Managing canalised items as decided upon by the Govern-
ment from time to time.

Item-wise micro objectives in terms of turnover, trading profit
and other attributes are formulated on year to year basis.”

1.4 During oral evidence of the representatives of STC the Committee
enquired whether the above role redefined by IIM had the approval of the
administrative Ministry. Chairman, STC replied as follows:—

“This (study) was conducted by the IIM, Ahmedabad on bcing
told by the administrative Ministry. The Board of Directors
of STC while passing the resolution in this regard considered
the Government indication and also mentioned that Govern-
ment has already approved it. But we have not been able to
find any formal letter from the Ministry, there is Government
approval.”

1.5. The Committee pointed out that the role defined by [IM was too
general and not in specific terms as required in BPE guidelines. ‘Askcd
about the reasons for not framing micro objectives in terms of BPE
guidelines, Chairman, STC stated:—

“BPE guidelines by and large are directly related to the manu-
=factuting organisations P

1.6. When agam pomted out that thc BPE guldelmes were apphcable
to all undertahngn the thnes: ﬁthted-—'

“The whole Jpolicy .is ftamgd keeping in vxew the manufacturing
organisations, . There .are only 2 to 3 trading organisations.
Last year we imported 2.1 million tonne of edible oil. The
pmﬁtablhtv depend on the edible oil quantum. Suddenly this
“yeat' the import -has come down to 1.2 million tonnes. So,
'we cannot keep that objective. It all depends on the Govern-
ment's ‘polioy of canalisation or decanalisation. But we do
have in our companies.our own' guidelines. But we cannot



ah -+ stfictly adhere 30.the. micra: objectives as laid down in the
‘ -. BPB begause . they -are {more rolated to the wanufacturing
organmuon ” cive oA

.7 The Cogmml.ee also wanted to kqu s to what extent the Cor-
vporptwn has uchieved its objectives. STC stated in a written note as
fallows.— o 0

“The objectives have been achieved substantially as'may be seen
from the brief review of the activities given below:—

Main Activities:

STC’s contribution in strengthening coumtry’s foreign trade has

mainly been in the following three directions:—
, S

(a) Promotion of exports of non-canalised items and diversifi-
cation of markets.

(b) Import of essential raw-materials at economic prices and
their efficient distribution.

(c) Genergtion of resources for the publig‘ exchequer.
Trade Turnover:

' bes
The turnover of the Corporation in 1956-57, the year of its in-
ception, at Rs. 9 crores has grown steadily year dfter year

and reached Rs. 3646 crores durig 1987-88.:

Financiaf Highlights: '

.Thc Corporauon started with a paid up caPItal of Rs. 1 crore.
Over the years, the paid up cap1ta1 has Increased to Rs. 30
L on crorea/ this includes Rs. 28 crores capitalised by way of
bopus shares."Since ts’ #ception, STC hés éotitrMuted 'R 1516
‘crore« fo the Goveffimeént by way of dividend'and @brporate
’ , ‘Taxes. In addition the Corporation has accumulatéd reserves’
l of Rs."238 ‘crores during these years. The reserves have been:
dcploved in business, reducing dependence on the baakmg

sector for working capital.

Exports:

“The Corporation’s efforts for promoting exports have been directed
mainly towards non-canalised items. Exports of non-
canalised items over the years have increased to Rs. 407
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orares during 1987-88 from Bx. 65 cotwes ih 1975-76. The
sumber of items handled has #isen from 10 in 1956-57 to
about 300 at present. STC's exports ace mow tughly diversi-
fied and cover almost the entire range of country’s production
ke agricultural products, ¢hemicals, engineermg products,
jeather goods, consumer goods etc. The progress achi¢ved in
diversification of markets has been noteworthy. Toddy the
Corporation’s exports reach to over 100 countries scattered
all over the world. ECM accounts for about 31 per cent of
STC’s exports followed by Asia 22 per cent, East Europe
19 per cent and North America 15 per «cent.

fmport Management:

The Corporation handles mostly the import and distribution of
canalised items. Over the years, ‘it has bullt up expertise and
infrastructurc needed in import, "handling and distribution of
imported items. It has streamlined its procedures and prac-
tices in the purchase, storage and distribution. Started with:
a very low quantum of imports it is now geared to handle
large quantities of bulk items. During 1987-88, 1t handled
about 2 million MT of edible oils, 7 lakh MT of sugar, 2 lakh
MT of newsprint and large quantities of rubber, chcmicals
and drugs.

STC ‘meets 'the import requirements of actual -users generally in
time -and watistactorily.

STC maintains adequate stocks of esserrtial tems like .edible oils,
newsprint, sugar, rubber, fatty acids, etc., as per the directive
of thec Governiment at port-towns as well as at in-land depots.”™

° 1.8 During .oral evidenoce of the representatives of Ministry of Com~
meee the Committee pointed .out that abjectives .of STC framed on the
basis of IMM study -‘were not -in line with the guidelines issued by Bureau
of Public Bnterprises in this regard.  Asked as to .whether the Minis-
try bad approved the redefined role of STC, a representative of the
Ministry stated as follows:—

“The Government had asked the Indian Institute of Management,
Ahmedabad, in 1977 to conduct a study into the working
of STC. We had received the recommendations af ahe Ins-
titute of Manegement making a number of syggestions about
the role of the STC as they saw it.  These .were examined
in detail by the Government in the Ministry of Commerce
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and they, wore agoopted,  Fhe.rols of the SIG: and parti-
cularly, a point which was made that being a tradimg coma
pany the guidelines of the BPE would not be apifticabls to
it in the sense that it was not a manufacturing organisation
were also examined. This was accepted and the recommenda-
tions of the IIM were accepted and the STC was informed

aoccordingly in 198;.”

1.9 The Committee also wanted to know as to whether Ministry
asscssed at any time the extent to which STC had achieved its role. The

witness stated:—

“This asscssment is done regularly and periodical reviews are
held at senior levels in the Ministry, usually at the level of
Commerce Secrctary. The performance of STC is review-
ed in the light of the role, as defined by the Government
on the basis of the 1IM recommendations, By and large,
we would say. that atleast in regard to the management of
cimalised items the Government is quite satisfied with the role
performed by STC. But with regard to the other role of STC,
namely for making greater efforts to achieve the objective of
making direct transactions on their own for export of items
other than canalised items, we feel that there is scope for con~
siderable improvement and we have becn advising them in the
various reviews that they should make greater efforts in that

regard.”

1.10 Asked about the follow-up action on directions issued by the
Ministry, he replied:—

“Yes, Sir.  This in fact forms the most important ‘part of the
reviews which are undertaken by the Commerce Secrotary.”

1.11 The Committee pointed ¢ut that the role of STC was in gegeml
terms and not specific as required in BPE guidelines,  Simijlarly itemr
wise micro objectives of STC in terms of turn over, trading profit and
other activities are formulated on year to year basis. Asked as to
whether it would not bs desicable to frame long term objectives instead
of framing the objectives on year to year basis. the represeatative of the
Ministry replied as follows:—

“Yes Sir. Of ocourse, we may agree that as {ar as possible, there
should be a long term corporate plan for each osganisation.
In the case of a trading organisation such as this, it does
become munch more difficult %0 do s0.”
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1.12 On being further pointed out by the Committee that long term
perspective plan would be useful even for trading organisations, the wit-
ness replied: —

“That is true, Sir, I agree with that, But Sir, bulk of STC’s
business is still imports, and import of items like edible oils,
newsprint and thing like that is determined on year to year
basis, depending on a number of factors like demand in the
country, the availability in the country and above all, the
availability of {oreign exchange which the Government can
spare for the purpose of these imports. Therefore, in the
case of a trading organisation, long-term projection does be-
come much more difficult than in the case of a manufactur-
ing concern which has to look, by and large, only on its
capacity and the infrastructure available to it for drawing
up its plan. So, I do not dispute 5 long-term perspective
plan.”

He further added:

“Considering that it depends on so many factors which influence
the trading performance, for example, the international
competition, the internationa] economic situation, Govern-
ment’s import and export policy which does change a bit
from year to year, foreign exchange fluctuation, etc. etc. It
is much more difficult to have reliable and authentic per-
formance of the corporate plan. We have been having
dialogue with the STC. The new M.O.U. is going to be signed
with them shortly. We will have it as authcntic as we can,
given all these constraints.”

B. Corporate Plan

1.13 In regard to preparation of Corporate Plan of the Corporation
STC informed the Committee in a written note that STC was in the
process of drawing a corporate plan which would outline long term
policies and strategies.  During the course of cvidence of the represen
tatives of STC the Committee pointed out that Bureau of Public Enter-
prises had issued guidelines to all public sector undertakings as far back
as 1974 that all undertakings should finalise their corporate plan with
specific approval by the concerned administrative Ministries.  Asked
about the reasons for not finalising corporate plan so far, Chairman, STC
stated as follows:—

“The exercise was undertaken several times. Tt got shelved every
time, The Institute which is established is being associated
Our managers and other people are also associated in pre-
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paring the torporate plan. It will be ready within a short
time.” o

1.14 The Committee coquired about the salient features of the pro-
posed corporate plan. Chairman, STC stated as follows:—

“The proposed corporate plan has five objectives. They are (1) in-
crease in total exports; (2) to build an umbrella for the small
scale entreprencurs preferably in non-traditional items: (3)
to encourage small scale entreprencurs along with domestic
market because it involves socio-economic policy; (4) import
substitution and (5) trade partnership with the international
organisations. These are the major thrust areas of the cor-
porate plan.”

1.15 During oral evidence of the representatives of Ministry of Com-~
merce, the Committee pointed out that STC was not having any corporate
plan even after 15 years of the issuance of BPE guidelines. To this the
representative of the Ministry replied, “Yes, till last year no corporate
plan of this kind has been prepared.”  Hc however, added:

“It would also not be quite right to say that they did not have
corporate plan at all.  They did work out some sort of pro-
jections even in the past.  But they were not in the manner
in which we are trying to work oat. It is certainly true
that in the past, we did not work out the corporate plan.
Even in the M.O.U. which was signed last ycar, it was said
that the STC will undertake the preparation of corporate
plan and the export plan upto the vear 1995. So, in the
M.O.U. signed last year it was alrcady agreed that it will be
prepared shortly.”

1.16 Asked about the form in which projections were made in the
past. the witness replied:

“In the past there were different Chairmen with the STC and
they did adopt different methodologies for projecting  what
they saw as the futurc role of the STC. They may not be
in the natuwge of written down corporatec plan as such, but
there used to be different system of performance budget and
appraisal.”

1.17 The Committee note that in terms of Bureau of Public Enternrices
guldclines isswed in 1970, 1979 and 1983 each public undertaking was
required fo formulate with the specific spproval of the adminktrative
Ministry, a statement of objectives and obligations which should inter-2lin,
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lay down the broad prunciples for determiping. the pregise. financial and
econonuc obligations of the undertaking in the matter of creaigon oi vanous
reserves, responsibility of seu-tinancing, the anticipated returns on the
capital employed and the basis for working out national wage and pncing
policies. The Committee, however, regret to note that SEC has not yet:
framed its specific micro objectives. The Committee are not satistied with
the reply given by S1C and Comnmerce Ministry that BPE guidelines were
not applicable to the trading organisations like STC and that the micro
objectives in terms of turn over, trading profit and other attributes are
formulated on year to year basis. The role of SI'C was redefined in 1977 on
the basis of g study conducted by Indian Institute of Management, Ahme-
dabad. 'This redefined role was belatedly approved by the Ministry in
1981. As the redefined role is worded in too general terms, the Com-
mittee strongly feel that to facilitate realistic and meaningful evaluation of
the enterprise by Parliamentary Committces and Governmeat, setting of
specific objectives and long term objectives is very essential. The Conuuite
tee, therefore, strongly recommend that micro objectives of STC should
immediately be redefined in consonance with the corporate plan of SEC,
which is reported to be under finalisation and Committee be informed.

1.18 'T'he Committee also note that the role of STC as redefined in
1977 inter alia includes undertaking a substaniial amoun: of actual trad-
ing on their own account including buying, selling, stocking, playing a
leadership role, placing due cmphasis on the developmental role, plaving
an elfective role as ficld agency of Government and managing the canalised
items. In regard to achicving these objectives, while STC has maintained
that it has achicved its role significantly, the Ministry was candid in their
admission that whereas they were satisfied with the role of STC in regard
to imports of canalised items but much more was still desired to be done
by STC in case of exports. As discussed elsewhere in the Report that the
STC has been mainly performing the role of importing agency, the Com-
mittee would like to point out that mere laying down the high sounding
statement of objectives does not serve any purpose, The Committee,
therefore, feel that a time bound programme should have been chalked out
tor achieving each of the objectives. The Committee recommend that STC
should immediately formulate a time bound programme for achieving its
objectives and obligations. The Committee also feel that a paper on the
actual performance of the Corporation during 1980 to 1988 in fulfilment
of ifs objectives and obligations, is brought out and placed before Parlia-
ment to enable members to assess the growth and activities of the Corpo-
ration on a realistic basis.

1.19 It ie incredible, yet true that big public sector umdentaking Wko
STC which s in existance for the last 32 years has heen hitherto function-
ing without a corporate plan. The Committee, however, regret to note that
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-though the Bureau of Public Enterprises had issned the guidelines as far
back as in 1974, requiring each undertaking to prepare the Corporate plan
with formal ratification/approval of the administrative Ministry, STC has
yet to finalise the same, Chairman, STC was frank enough to admit daring
evidence that, “The exercisc was undertaken several times, It got shelved
-every time.” What dismays the Committee further is that even the adminis-

- trative Ministry appears to have not cared to parsue the matter with STC,
«otherwise there does not seem to be amy plausible reason on account of
which the Corporate Plan could not be finaliscd evén after 15 years of the
Jssue of BPE guidelines, . . .

1.20. The Committee are simply astonished to hear from the repre-
sentative of .the. Ministry during oral evidence that in the past different
. Ghalrmen used different methodologies for projecting the fatgre role of
STC ‘in the ubsence of the Corporate Plan. While expressing their dis-
pleasure, the Committee desire that the Corporate Plan, the details of
‘which are reportedly being worked out, should 'be finalised expeditiously
:and laid befere the Parliament immediately and in no case later than the



CHAPTER 11

FINANCIAL PERFORMANCE
A Pxports Périomidn}:e
2.1 The STC at present is reported to be handling with more than:
300 iterus of export.to over 100 countrics throughout the world. .The

range of STCis export items include. hathcr, footwear, rige;; ongmeeﬁag_
goods, sports good etc. .. . 0 SENEEY

- " . f 4.

2.2 The following table shows the India’s share in world exports frcl-
1980 fo 1986.:—.

' A

] . I e I®

(Value in millloa dollm)

_ Year/Period Warld’s Exports  Iadia'sshare * ~  Eddia% shiire' & worlé:
. . . o« * " . P m'. ’r ../' i ,,’
TRERT - : . - TS TS
1980; . . . i 1,997,840 | 8,378 e e 0,42
1981 © 1,976,733 | 8,373 0.V
1982 1,845,641 ! 8,807 0.48
1983 1,811,600 8,713 0.48
1984 1,903,772 ! 8,793 0.46
1985 1,938,599 7,631 0.39
Jan—Sept. 1986. 1,541,310 6,890 0.45

2.3 As against the above the following tablc shows the cxport per-
formance of STC vis-a-vis country’s export performance during the last
3 ycars :(—

Year Country’s export STC’s cxport %

(Rs. in crorcs)

1985-86 . 10,984 338 3.5
1986-87 . 12,566 543 4.3

1987-8% . . . 15,720 581 3.7

Although one of the main ohjcul\\.s of STC is to export, STC’s share in
the total exports of the country. as may be seen from above, has beem
very small.

10
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2.4'Ihefollowmgtableshowsthewmposmonofcanalxsedandnon-
Womponofsg’(xi—— o

o R . T
1983-84  1984-85  1985-86 198687  1987-88
ol I SR 12 2 2
(Rs. in crores)
Cwalised items . . . 362.37 205.41 149.77 143.81 173.75

Mos<canaliseditems . . 433.74  499.16 223.79 383.17  406.55
Co e M99 388 IS4, 069

“I agree with you but export was the main thrust of the
It you see 1956-57 when STC started, the export was
‘¢rores. ' This has gong upto ‘Rs. 581 crores; 'So- efforts’ may
not have been inline ‘with- the structure and the size ‘of the
organisation, but efforts have been made and the increase in
the export is there.”

2.6 The Committee pointcd out that STC's exports had declined
from Rs. 796.11 crores in 1983-84 to Rs, 580.99 in 1987-88.  Asked
about the reasons for steep decline in exports, Cbamnan STC replied
as follows

“The reason for decline in export performance has been that this
figure includes' canalised items also.  Some items have been
de-canalised. . - That is why, the figures..of export perfor-
mance have gone down.”

[ .
2.7 On being further poymed out bhat there was decline in non-cana-
i!edltunsalwthevnmessthensmed— . ‘

' “The turnover has gone down from Rs. 499 crores in 1984-85
which is the base for non-canalised items, to Rs. 223 crores
in 1985-86. From 1985-86 this. figure has been going up
steeply. v‘l‘he fall in 1984-85 to 1985-86 was  attributable
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to the major accounting 'policy changes.  After that, this
policy changed. In the beginning of 1985, it was decided
that some of thc export entries which are not directly related
to us and which arc only the sales of our business asso-
ciates whom we help to get orders, will not be accounted
for in the books. So, that has accounted for the downfall
in the non-canalised cxports from 1985-86 and that continues
till today also.™

o

RN

Explainihg it further, the witness added:— i

“Before™1985-86,‘cven if a business associate worked with ST

and if we had made some contribution in getting the order,

s we-used to book it in .our, accounts,  Adfter that we. changed
-4y . the policy and no export mddc by our husmésx assmlatgs

. is booked, even though we hclp- them in getting the ordet

But from 1985-86, a upiform accounting policy has bgen‘

adopted.  Fixpert is booked only where we have a soﬁd_
contribution to make.” '

2.8 While explaining the reasons for poor export performance of the
Corporation, Chairman, STC also stated during his cvidence:—

“One of the weaknesses of this organisation is it could not grow
in the non-canalised trade. We are cxpected to compete
with the private sector.  No privatc cxport house is ques-
tioned by the Government regarding the procurement and
selling of commoditics, ~ Take for cxample Tatas. T think
they must be the largest canalising agency in the country.
Nobody has questioncd them as to where from they procure;
at what price they procure; and why they scll at this price. We
are competing with everybody in the country and abroad. This
flexibility of rules lies with the dealing managers as to which
unit they feel can produce a quality product; which unit can
give them qualitative price; and which unit can cope up with
the time schedule. The tender processing and the screening
process takes time, and by which time, we may lose ordess.
We should have fiexibility within the parameters by cnsuring
that the public and the Government money is saved and
should be realised at the optimum advantage for ecanalsed
and non-canalise(d trade. We cannot follow the same prooe-

! dures oan canaliscd and non-camalised items.”
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29 STC had estimated its cxports at Rs. 699.60 crores for the cur-
Tent yoar ie, 1988-89. The Committee enquired as to what extent thesc
fecgots bave been achieved, The Chairman, STC repliedi—

“In the year 1988-89 exports upto January 6th are for canalised
items Rs. 58 crores and non-canalised items Rs. 232 crores.
We have revised the targets to less than Rs. 700 crores which
was set in the beginning of the year. With regard to non-
canalised items we have not achicved the targets, but we will
be almost nearing it.”

2.10 The Committeo further pointed out that one of the obiectives
of the STC was export. When asked about the steps taken by STC to
increase the exports to rectify the adverse balance of payment, Chair-
man, STC replied as follows:—

“You have raised two issues; ong is balance of payment and the
STC's role therein and the other is how for we have achiev-
ed the objective of increasing the non-<canalised goods ex-
port with regard to balance of payment, it is adverse today,
I must say that the balance of payment position can be rec-
tiied only by exports. There are two ways of inereasing
the exports. Firstly we should encourage the export oriented
industries much more. Secondly we have to restrict the imr-
ports to the areas only where it is absolutely necessary, Also
we have to think of and develop import substitute products
as much as we can. Sometimes export eamning may not help
so much as the import substitution products do. The ultimate
objective is to reduce the trade gap. STC in this context has
gone ahead im the past with the non-canalised items export
which is now standing at Rs. 500 crores. In about three
years time we are planning a quantum jump and the target
has been drawn upto 1992. By that time the non-canalised
ftems export will touch Rs. 1500 crores.

Uptil new STC has been working with the business associates of
its own. But from 1st April 1989 we are in the process
of having our own sources of supply wherein STC will have
finance participation and management representation so that
it is able to provide facilities to the small and medium scale
entrepreneurs,  Under that schemc STC is contemplating to
import some raw materials which are under OGL. The
idea is that we will take the demands of a few users and
import bulk so that we can obtain the competitive prices.
Actually private importefs are not penerating any  counter-
trade against the imports that they are doing.  Therefors
the forcipn  cxchange outgo  on OGIL is uncontrollahle
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Government has to regulate the imports involving forcigm
exchange by giving instructions to companies like STC and
MMTC to import a ‘particular quantum. They should be able
to generate the counter-trade in proportion to their imports.
That is one way of rectifying the balance of payment and
STC is planning to identify some arcas where it can have
counter-trade.  One such item is rice. We are working om
it and it will take about six months. That is why we have
in our next year targets at least two import substitution umits
to start cxperimenting this.”
B
2.11 As regards steps taken to increasc non-canalised items, the
witness stated:—

“In my view. the non-canalised exports should have becn such
larger for STC. kecping in vicw its size. STC being a public
undertakings, it is answerable to various authorities {dke
Parliamentary Committee and its rules and gegulations are
not that flexible as they are for nop-canalised items cxport
by .the 'private houses.. A private non-canalised exporter
does . not have to undergo the tendering process, etc. so STC
is ‘in the process of reviewing aj] its procedures within the
overall parametres of the Gavernment's rules. We arc trying
to make flexiblc rules and regulations. A scparate group is
being organised in the STC which will have experts who arc
doing the non-canalised trade.  These people will not comc
under the normal transfer rules of the company, so that they
continue in their seats for some years. The thrust markets
and commodities are being identified by them.. For the time
being we have identified leather and pharmaceuticals as the
thrust areas of export. Markets have been identified and the
delegation of authority has been reviewed.”

2.12 The Committe also enquired about the steps taken hy STC to
achieve three fold increase of non-canalised exports. The witness
stated :— T,

“We have various schemes. We will develop an cxport Develop-
ment Fund. We are in the process of building a consor-
tium of small and medium scale industry. We are going to
have our awn captive sources partly or fully owned agd
identify certain thrust areas to import raw materials for t’e
industry which i< under the OGL.”
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2.13 Asked whether the obiective of increasing non-canaliscd ¢xports
was not too ambitious, Chairman, STC stated as follows:—

“After analysing the functioning of the organisation 1 found that
the STC has tremendous potential, There is no reason why
this organisation should not achieve the target of Rs. 1500
crores in three years.”

2.14 The Committee also wanted to know as.to whether any pre-
ference is given to small scale sector for procuring various items for
exports. Chairman, STC replied that about eighty per cent of the
items was meant for small scale industries.

2.15 Enquired about any market survey undertaken by STC to iden-
tify certain export areas, the witness stated:—

“Yes Sir, it is under process and the dead line is 31st March.”

2.16 Asked about the special measures taken to improve the.export
performance of the Corporatlon STC stated in written note as follows:-—

“The followmg promotional measures are being undertaken by
the Corporation to encourage exports:
(i) MOUs for handling exports of various Public sector under-
takings are being signed by STC. These will start giving
rcsults soon. . , . .

(ii) Similarly MOUs are being signed wnh scveral mtcmahonal
trading houses to-increase exports. :

(ili) Appointment of foreign agents in. selected markets.

(iv) To enlarge the supply base by enrolling new business asso-
ciates. '

(v) To enlarge our presence in the East Biropean Markets a
separate desk has been crcated to improve the exports to
this region,

(vi) During the yeat s’r‘c;_wm be participating in about 60 com-
modity fairs, exhibitions and buyer-seller meets. It is ex-
pected that large business will be negotiated in thesc fairs.

(vii) To open new branches in India and abroad so that STC is
as near the consuming/producing ceatres as possible.

(viii) Preparatnon and adoptnon of stratégy and action plan for
exports of selected identified major commodities in identi-

fied markets.
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(ix) Adoption of schemes for forging long term links between:
STC and private exporters and production units,

(x) Strengthening links with selected central and state public
sector and cooperative organisations to cnable them to
enter the export market.

(xi) Procurement of raw materials for export production for drugs
& chemicals and leather units.

(xii) Financial assistance to associates through supply of imported
machinery on deferred payments basis.

(xiii) Import of consumables/embellishments for supply to the.
leather goods manufacturers.

(xiv) Import of hides and skins against specific indents of the
local tanneries for sale to them on high-seas basis.

(xv) Scheme to make available ex-bond methanol at international”

prices.
(xvi) More stress would be laid on value added products,

(xvii) To give tho associates technical know-how for improving
the products.

(xviii) To provide testing facilities to the associates in STC's
laboratories.

(xix) Raw material assistance to associate contractors.

(xx) To supply imported machinery on easy terms,
(xxi) To supply graded patterns for production of footwear.”

2.17 The Committee also wanted to know as to whether STC has:
to face any competition in regard to items exported by it. STC replied’
#n a written note as follows:—

“STC exports all non-canalised items from the country in com-
petition with the private exporters. However, the institu-
tional and infrastructural frame work of STC gives it greater
strength particularly while dealing with big importers abroad.
Competition is met not only at home but also abroad where
exporters from different countries bid to seek the orders.
In case of canalised items, though there is no competition
within the country, international competition has to be faced.”
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2.18 As regard constraints of procedures faced by STC with regard
to exports and flexibility required, the Committee were informed by STC
in a noto furnished after the evidence, as under:—

*(i) Slow decision making process:

Being a public sector undertaking STC is accountable not only
to the Government and Parliament but also to press and
public, Every purchase and sale deal entered into by STC is
subject to analysis criticism and comments from various Gov-
ernment, Semi-Government and private agencies and commit-
tees. As a result of this, it has become a practice in STC, at all
levels, to play safe. The decision making gets delayed and
the real business spirit is lost. Procedures have been so drawn
as to avoid criticism and questions at a later date.

(ii) Principle of Equality:

Being a public sector undertaking, STC is expected to give equal’
opportunity in exports to all the manufacturers/traders who
approach STC. At present there are a large number of
associates registered with STC for export of cach item. As
and when an export enquiry/order is received or obtained
STC has to approach all these registered associates and to the
extent possible divide the order on a pro-rata basis. Some
exporters may not be found competent enough and efficient
but at the same time, it may be difficult to establish the
same on record. For example, in the case of manufactured
products, the cxport market is highly quality conscious
and demands strict adherence to the deliveny schedule, It is
not possible to involve all the registered manufacturers spread
all over the country. STC needs to deal with selected associates
as it deems fit.

(il) Constraints of Socio-Economic Obligations:

Ia order to meet the socio-economic obligations, STC is asked to
take-up/stop export of a particular commodity every now
and then resulting in lack of continuity of exports. For
example export of wheat sugar, alcohol. molasses. ™

2.19 During the cvidence of the representatives of STC the Committee
pointed out that the STC as well as its subsidiary companies and busi-
mées associates have heen accounting tho same cyports figures in heir
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respective accounts. Asked about the rationale behind doublc counting,
Chairman, STC stated as follows:—

“As per the import-export policy of the country, the export could
be accounted for by two parties by the manufacturer-exportec
and the exporter itself. As far as the country’s exports are
concerned, when they are calculated, no duplicacy is there
because Form 1-B of the RBI is the governing factor. Form
L-B of the RBI .will have only one name of the party. So,
when the total country’s export is to be calculated, there is
the name of the party.”

"920 The Committee further pointed out that besides business asso-
ciates, there may be other public sector undertakings supplying goods
to STC for exports and in that case there will be duplication ‘of -figures
of the exports. On being suggested by the Committec to maintain sepa-
rate. figures, the Chairman expressed, “That may not be possible...You
can have a separate account in the books. But the Ministry has one
book which does not have separate account,”

3,2.21 During oral evidence of the represestatives of Ministey of Com-
megee, the Committee pointed out that country’s export shard in world
exports declined from 0.48. per cent im 1983 to 0.45 per cent in 1986.
When asked about the .reasons for the decline of export share, the re-
presentative of the Ministry replied:

“There was a decline in the year 1984, 1985 and a part of 1986.
According to the figures which we have got of 1986-87 and
1987-88 according to the IMF figures—India’s share in the
world trade was 0.48 and 0.49 per cent respectively. Other-
wise there is no decline.”

2.22. Asked whether Ministry was satisfied with STC's export per-
formance, the witness stated:—

“No, Sir. We want the export performance to be much higher.”

2.23 The Committee enquired about the efforts made by the Ministry
to improve the cxport performance of STC. The representative of the
Ministry stated as follows:—

“We have been asking them to increase their export performance.
In fact, canalisation is becoming less and less and we would
like STC to export more and more. According to the Memo-
randum of Understanding which we have signed last year.
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we have emphasised this point and we have been emphasis-
ing this point in this year’s MOU also.”

The witness added:—

“They (STC) have the trained, experienced manpower who have
been mostly importing all these years, Now, they have to
reorient themselves and start looking to the -export froet.
They have the infrastructure and knowledge of the warkd
market condition and trained manpower. We have asked
them to reorient completely and start thinking of direct cxport
and to improve the export and to improve the export per-
formance.”

. B. Imports

2424 Besides exports, the othér” ‘main actmty of the ‘corporation is
mpm-t ~Imports are made by STC on’ dire?tion from the, Governmeat.
Out of the total turn over of the Corporation about 80 per cent consist
of imports only as is evident from the following table:—

«
-

R g . AR e

Year . Total Bxpom nnpons Domestic
tumover trade

(Rs. in crores) |,
12

]

1986-87 . . 275 542 217 14

198788 . . . 3646 se1 3037 28
1988-89 (Target) . . . . . 4227 700 3506 21

o LI it e ' ey . :
2.25 The following table shows. the canalised and non-canalised im-
perts made by the Corporation during the last 5 years:—

1983-84 1984-85 1985-86 1986-87  1987-88

(Rs. in crores)

Canalised items . 1402.15 2097.3: _142.48 2167.11 2998.32
Non-canalised. 1.23 21.6% 15.90 12.16 38.49

1403.38 2119.00 2158.38 2179.27 3036.81
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) The main items of import handled by STC are edible oil, sugar, rubber,
themicals and drugs. However, from the item-wise details of the imports
farnished to the Committee it has been noticed that the main item is

edible oil (Rs. 2222.58 crores in 1987-88) followed by sugar, newsprint
and rubber.

2.26 During oral evidence of the representatives of Ministry of Com-
merce, the Committee pointed out that 80 per cent of the STC's ture-
over was imports and STC had become only an importing agency of the
Government diluting thereby the main objective of increasing the exports.
To this, the representative of the Ministry stated as follows:—

“Certainly, Sir, the import of these few items does form a very
very large bulk of the total turnover of the STC. But as far
as defining the objectives of STC is concerned, as far back
as in 1981 the objectives of the STC were defined and in
fact, in all the reviews this point has been taken up with the
STC by the Ministry at a senior level that apart from the
import of canalised items, they should also pay attention to
other items of export. In the new MOU and the corporate
plan that they are going to draw up, they are going tg make
re-doubled efforts towards achieving other objectives.”

2.27 On being pointed out by the Committee that when import of
cerlain commodities would not be required, STC’s turnover will come
down considerably, the witness then stated:—

“Actually, it is in this context, there is a need for them to im-
prove the export performance by going to new products, new
market, new competitive marketing efforts. It becomes not
only important but crucial. This is what the Ministry has
made them aware of and they are now quite aware of it.

- In the medium as well as long term future, they cannot de-
pend on import of canalised items for their existence and
they will have to move very rapidly into new areas of exports.
That is how we see the role of STC in the coming years.”

2.28 The Committee have noticed that there are wide variations bet-
ween the imported cost and selling price of various items. For instance.
the following table shows the cost of import vissa-vis selling prices of
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-edible oil:—
& Average cost of *® Average sales DeTicit/Su‘rplus
imports including realisation (Rs. PMT) PMT1 (Rs. PMT)
customs duty, cleara-
nce and storage,
refing tinning and’
distribution char,
and STC’s service .
margio , (Rs. PMT) L :
1985865 » . 9191 9444 4253
199687 , .. . 90, 10480 3290 *°
] L .t
1987-88‘.’1 £ 8853 11907 430394

e’

*Beeludes adjustment for ‘stocks/losses.

** Excludes other income. . _—

In this connection STC has stated that all the import and resale of
edible oil is on Government account and. all surplus/deficit on import/
resale aro remitted to Government. The issue prices are fixed by Gov-
ernment keeping in mind the cost of imports and other Government
objectives.

2.29 The Committee pointed out that with regard te the imports and
sale of edible oil during the current year, the Minister of Food & Civil

Sppplies, in reply to a question informed Lok Sabha on 1-3-1989, as
‘follows:—

“Approximately 15.12 lakh MTs of edible oils were imported
on Government account during 1988 (1-1-1988 to
31-12-1988). Accounts of oil imported on Government
account are maintained on g financial year basis. The total
quantum of edible oils imported during the financial year
1988-89 (upto January, 1989) were about 11 lakh tonnes
and the unit average CIF price of edible oils imported during
this period was approximately Rs. 6564 per MT. The issue
prices of imported edible oils supplied to States/UTs under
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the public Distribution System and to the vanaspati industry
for the manufacture of vanaspati are as under:—

Public Distribution System (Price in Rs. per MT)
Period Bulk 15 Kg. tins
R

Upto 31-8-1988 . . . 11,000 12,500
Simep 1-9-1988 . . . . 19,330 14,500
Venaspati Normal rate Commercial rate
VUpto 30-3-1988 . . . . 15,000 " 19,000
su 1'12'19” . . . L4 m

*Allocation of imported edible oils to the vansspati industry at Rs. 15,000/ per MT
has been discontinued w.c.f. 1-12-1988. e iy I-per

2,30 It has also been reported that the service charges of the Statc
Trading Corporation of India Ltd., which imports edible oil for and
on behalf of the Government of India:are. 1:per cent of the landed cest
cpmpi'ising of CIF value, custom duty, handling add clearing charges ‘etc.
On an approximate sales of about 11 lakh MTs during the financial year
1988-89, the estimated surplus accruing to the Government account would
be to the tune of Rs, 185 crore (cxcluding additional customs duty of
Rs. 110 crores already paid).

In addition, the NDDB also imported 51041 MTs. of oils during
the year 1988 valued at Rs. 2¢.46 crores for sales through agencies
set up under the NDDB's oilsced project. The total sales proceeds
were Rs. 85.75 crores at an average sale price of Rs. 16800|- per
MT.

2 31 It was also stated during ecvidence of the representatives of
STC that the corporation earned about Rs. 600 crores (i.e. difference
between import price and seclling price) on account of edible oils dur
ing 1987-88. This amount was reported to have been. refunded to the
Government.
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2.32 During evidence of representatives of Ministry of Commerce,
the Committec enquired as to how the Minis&ry ensured that only qua-
kity items of international competitive price werc imported by STC, th°
JxTepresentative of Ministry stated:—

“In the case of edible oilss STC has appointed surveyors of

international repute which inspect each consignment of oil.

These surveyors arc quite fully familiar and -eonversanmt

with the contractual reguirements of the .STC-and also re-

quirement as laid down.in the Indian :Law-—the Prevention

of Food Adulteration Act, as revised from time ta-time.

v After the arrival of the consignments, the STC's bwn sur-

- voyors then subject each consignment toi'scratiny. ' Also, am

“% iy indopendent analysis -i¥ done « by ‘-the *officers which are
mdct the : Dnreolor chenl of Hcahh Semcw.

In Lhz c.'lsc of newsprmt tho- ‘ncwsprmt is brou'ht only fross

b reputed mamsfactyrers and some samples are tested by the
; athluscmbabramcmmmdau?hmd The parti-
' cubar. specification paramsters. ate - expreesly : astated in each

case and it is cmsured,that they arc-adhcred to before tho
consignment is cleared for import.

Similarly, in the case of chemicals it is the drug control autho-
rity under thc Ministry of Hcalth which has to give each
consigoment its clearance before the material is released to
the actual users. There is a difference in cach case.  But
it is cnsured that only good quality material is used.”

2.33 In regard to the competitive price for imported items. the wit-
ness stated:—

“Modality again diflers from product to product.  In each case
therc is 5 Purchase Committee of the STC which has on
it representatives, among others, of the Ministry concerned. In
some cases they do it on the basis of global tenders, in some
cascs it is done on the basis of certain bench mark prices which
are obtained from published prices, in the casc of newsprint,
there is the New York delivery prices and the price fixed by
Newsprint Purchase Committee is on the basis of the price.
Chemicals prices are generally fixed on the basis of global
tenders.  In muany other cascs, there are other methods of
obtaining information regarding the international market
trends and prices and the prices quoted etc.  are taken
into account by thy Purchase Committce in each casc and
then only the contract is entered into.”
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2.34 The Committee further pointed out that there were wide varia-
‘tions between the import-price and selling price of imported item$. For
instance for the year 1987-88 the selling price of edible oil per Metric
Tonne (PMT), was fixed at Rs. 11,907 as against Rs. 8853 import
.cost PMT. (The difference being Rs. 3054 PMT). Similarly, for the
current year i.e. 1988-89 #8 against the import cost of 6564 per MT
the selling price of the edible oil through public distribition system
has been ifixed as high as Rs. 13, 150 and Rs. 14,500 per MT. To this, the
witness stated :—

!
-

“’I‘hepmaﬁxatlonxsnotdonebytheSI'Cmelf These im-
a+ . Ports ;are: done ;ut the instance. of 'the Midistry concerned
and price fixation is.sunder the control of “the concerned

Ministry. The price fixation is done by the Pricing Com-

- . .« mittee “undet the- ¢ontrol of the admihistrative ' Ministry;
- i in this cass the-Department of Civil' Supplics. What STC
<+ gets iswservice chargs and ‘its’-overheads, but hccause the

¢ volum of business is large, the wwhole amount comes to quite
. a bit. But the Commerce Ministry have no hand in this.”

C. Domestic trade

2.35 Apart from exports and imports, STC handles some domestic
irade.  The performance of the Corporation in this activity during
the last 3 years was as follows:—

Year Turnover (Rs. in
crores)
1985-86 . . . 15.34
1986-87 . 13.87
1987-88 . . . . . . . 27.72

2.36 From the item-wise details it has been noticed that the main
item under domestic trade handled by the Corporation is purchase aad
sale of imported cars. STC buys cars from diplomats, foreign missions
and Indian and foreign nationals in accordance with the procedurc laid
down by the Ministry of External Affairs|Chief Controller of Imports
and Exports. These cars are sold through tenders. As STC is the
only agency permitted to buy cars from diplomats, foreign mission etc.
the trade could be considered as monopolistic. Tum over of the
imported cars was Rs. 10.67 crores, Rs. 13.35 crores and Rs. 14.71
crores during the year 1985-86. 1986-87 and 1987-88 respectively.
Profit on purchase and sale of imported cars during these years was
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Rs. 4.11 crores, Rs. 5.30 crores and Rs. 6.35 crores, respectively.
Asked as to whether the purchase and sale of imported cars by STC
wag in accordance with the Government export and import policy, STC
replied in a written note as follows:—

“No, Sir. It is as per the directives from Ministry of Ex-
ternal Affairs.

D. Memorandum of Understanding with Government (MOU)

2.37 A Memorandum of Understanding was signed between STC and
Ministry of Commerce, Government of India for the year 1988-89. The
salient features of the MOU are:—

(i) STC to achieve following targets during 1988-89;—

Exports Rs. 700 crores (Canalised Rs. 170
crores, Non-canali-
sed Rs. 500 crores and
Offi-shore Rs. 30
crores)

Imports . . Rs. 3506 crores.

(ii) Profit before tax Re. S7 crores.

The other features are:—

(a) STC to earn 30 per cent of its GGA foreign exchange
import requirements through its exports.

(b) STC to draw a Corporate Plan and export plan upto the
year 1995.

(c) Government to give clearances related to off-shore trade.

(d) Government to release advance foreign exchange for STC
imports.
(e) Government to grant STC the trading house recognition.

(f) Government to delegate to STC the powers on administra-
tive matters relating to foreign posting|travel.

As mentioned earlier in the report, the export targets for the year
1948-89 have already been lowered down. The Corporate Plan is yet
to he fimalised .

2.38 During the course of evidence of representatives of Ministry
of Commerce. the Committcc pointed out that in MOU signed with
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STC for thc year 1988-89 the target for exports were fixed at Rs. 699.60
‘crores, However, STC has reduced these targets, Asked as to
whether the Ministry has approved the reduced export targets, the re-
presentative of the Ministry stated:—

“We- have not approved it.  Originally, they had given us about
Rs. 700 crores. Now with decanalisation of some of the
items, namely scmi-processed leather goods etc.. STC felt
that their export target of Rs. 700 crores was ambitious.
While, we have not upproved the revised target formally,
we are aware of this problem which STC are facing.”

2.39 Asked about the progress made in respect of other items
(c to f) of the MOU, thc Ministry replied in a written note as follows :—

“The fulfilment of the corimitments on (c) to (f) is indicated
below: — ‘

{c¢) Government have since given clearance relating to off-shore
trade. Somc further relaxation in RBI regulations in this
regard was also obtained and communicated to STC in the
first week of March;

(d) Government docs release  advance foreign  cxchange to
STC for imports based on a phased ‘programme and de-
pending upon the availability of foreign exchange. The STC's
operations have not been affected on this ground and timely
foreign exchange has been rcleased to them.

(e).STC has since been.granted Trading House recognition;

(f) Further dJclegations in respect of foreign travel has been
communicated in October, 1988. With this only the foreign
travel programme of Chairman of the Corporation comes to
Government for approval. STC is frec to do the foreign
postings or re-allocate the foreign offices.”

2.40 During oral evidence of thc representatives of the Ministry of
Commerce, the Committce enquircd about next MOU. The representa-
tive of the Ministry stated, “It is under drafting stage. = We are look-
ing into it.”

2.41 Asked as to whether this was also for onc  year, the witness
replied: —

“Yes, it is for onc year. But they have also been given direct-
ions to project their plans till 1995.”
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He added:—

“We are making surc that it will have an cxport-orientation.”
E. Working Results

2.42 The following table shows thc estimated vis-a-vis actual profit
carned by STC during each of thc last 5 years:—

Year Estimated Profit Actual Profit
(Rs. in cror.s)

1983-84 . 47.7 59.8

1984-85 47.9 6l.1

1985-86 . 64.4 61.7

1 986-87 . 65.9 55.4

1987-88 . 54.0 52.0

1985-86

2.43 Asked about the reasons for declining profit during
and 1986-87, STC stated in a written reply as follows:—

“The profit figures given are profit before tax. The reduction
in profit during 1986-87 and 1987-88 is due to change in
the mode of financing and consequent recovery of interest on
imports handled on Government Account. Upto October,
1986 the operations were financed exclusively form STC’s
own funds and borrowings but from Octobcr, 1986, as a
result of Government instructions, STC operated Bankers’
Acceptance Schemc for financing its imports. The borrow:
ings under Banker’s Acceptance Scheme were at consider-
ably lower rates of interest averaging around 7 to 8 per cent
per annum compared to the normal bank lending rate of 15
to 16 per cent per annum. Bankers’ Acceptance Scheme
with lower ratcs of intcrest. as explained above, entitled
STC to avail of six months credit on the purchascs financed
under it. The surplus funds thus generated during the period
of credit are invested in deposits with public sectorslother
schemes earning intercst of about 12 per cent per annum.
This interest is nl<o credited to the Government account and
hence the net recovery of interest has gome down substan-
tially accruing benefit to the Government. Therefore, des-
pite incrcase in import turnover there is a drop in the profit
of STC with corresponding gain to the Government.”
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2.44 The following table shows the profitability in respect of ex-
posts, imports and domestic trade for the period from 1983-84 to
1987-88: —

.- CwaeBe !

) ) (Rs. in crores)
Treding Profit

1983-84  1984-85  1985-86  1986-87  1987-88

Exports . (--) 8.05 9 63 2.7 3.02 4.37

Imports . 67.44 90.46 97.04 54.02 45.03
Domestic 7.68 5.41 2.76 5.33 6.08

67.07 105 50 102.57 62.37 55.48

It would be seen from the above that the profits of the Corporation
have been mainly from the imports. The Corporation also suffered a
loss of Rs. 8.05 crores in exports during the year 1983-84.

2.45 The Committee wanted to know about the steps proposed to be
taken to increase the profitability of the Corporation. STC stuied in a
written reply that the following steps were proposed for increasing the
profitability of the Corporation:

“(i) Further improve the existing purchase ‘procedures to minimise
cost of imports;

(ii) Tmprove return on capital invested;
(ili) By further strengthening the inventory control mcasures: ard

(iv) Increase in turnover by handling more items of non-ca :liscd
imports /exports.”

2.46. Asked about the estimated profits for the current year ie. 1988-
89, STC has informed the Committee that profits for the year 1988-89,
as per revised budget, were estimated as Rs. 69.9 crores.

2.47. The Committee regret to note that country’s share in world’s total
exports has been below 0.50 per cent. Country’s share which was 0.48 per
cent in 1982 and 1983 came down to 0.46, 0.39 and 0.45 per cent in 19814,
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1985 and 1986 respectively. It incrcased to 0.48 and 0.49 per cent in
1986-87 and 1987-88 respectively Astoundingly country’s exports are
Stagnating at 1982 level. Taking inflation and price index into accoumt,
the exports have fallen in real terms. As the country is having adverse
balance of payment at present, there is a greater need for increasing the
exports, Since most of the trading public sector undertakings (like STC,
MMTC and their subsidiaries) are under the administrative conmtrol of
Ministry of Commerce, the Committee recommend that the Ministry
should formulate a long term plan for boosting the exports.

2.48. The Committee are dismayed to learn that so far the sharc of
STC in the country’s total annual exports has heen very small i.e. 3 to 4
per cent only. In view of the fact that STC is in the cxport business for
the Jast 32 years and one of its major ohjectives is to play the role of 8
leader in the matter of exports, the Committee fccl that achicvements of
STC in the fiel! of exports are quite unimpressive, Despite the various
export promotion activities undertaken by STC, its total exports which
were Rs, 796.11 crores in 1983-84 have gone down to Rs. 580.99 -.uves
in 1987-88. Targets for exports for the year 1988-89 fixeg at about
Rs. 700 crores have already been reduced. The Committee are not at all
happy with export performance of STC particularly when it is exporting
about 300 itcms to about 100 countries and when it is reported to have
tremendous potential for exports.

2.49. The Committec also note that export of non-canalised items
which were Rs. 434 crores in 1983-84 have come down to Rs. 224
crores in 1985-86, However, it increased to Rs. 407 crores in 1987-88.
Onc of the reasons for poor export performance given by STC is also
stated to be due to de-canalisation of certain canalised items, The Com-
mittee do not find this argument quite convincing as they feel that as a
result of de-canalisation of certain items, STC is not debarred from ex-
porting these commodities. What is nceded is that STC has to make
vigorous cfforts to export non-canaliscd items. Chairman, STC was, candid
in his admission that ‘one of the weaknesses of this organisation is that
it could not grow in the non-canslised trade’. The Committee have now
been informed that more efforts are being made to increase the export
of non-canalised items. STC has drawn up a plan to increase exports of
non-canalised items to Rs. 1500 crores in the next 3 years i.c. by 1992.
The Committce feel thet though sctting up of such a torget is londable
vet; what is more important is achieving the s ame, thercfore, the Com-
mittee desire that a time bound programme should be chalked out to
achieve the samc. Needless to emphasise that progress of such programmes
should be reviewed at different intervals for taking remedial rucasures

wherever necessary.
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2.50 The Committee have been informed that STC is facing certain
constraints in increasing their exports. These are slow decisions making
process, principle of equality to all concerned and constraints of socio-
economic obligations, To overcome these comstrzints, Chairman, STC
informed the Committee that in order to compete with the private sector
they are now in the process of making rules and regulations which aure
more fiexible. Market survey for identifying the new markets for cxports
is reported to be completed by 31st March, 1989, The Commitiee recom-
mend that Government should examine the constraints faced by STC and
as far as possible it should provide necessary help in overcoming these
constraints so that STC is able to compete with private sector in a big
way.

2.51 The Committee are sorry to note that on the one hand its ex-
port performance is poor on the other hand its export figures include
exports effected by so-called associates of SIC, In certain cases asso-
ciatées may be other public sector undertakings. In Committees’s view
this is a clear case of duplication of export figures. The auditors’ report
has rightly drawn attention to the fact that ‘sales and purchases of busi-
ness associates have heen accounteg for as its own sales and purchases’
thus overcoming the same. STC’s explanation fhat ‘it was done as per
accounting policy of STC’ is totally unsatisfactory. From the figures of
exports, it is difficult for the Committee to make out the extent of exports
generated by its own marketing activities for which STC is having many
Indiean and as many as 16 foreign branches, Accordingly, the Com-
mittee recommend that there should be two separate accounts showing
the exports made by STC directly and its business associates. This should
be reflected in the Annual Reports of the Corporation.

2.52. The Committee are unhappy to note that STC has become
merely g Government importing agency. The Committee note that total
tomover of the STC increased from Rs. 2735 crores in 1986-87 to
Rs. 3646 crores in 1987-88. However, more than 80 per cent of this is
on account of imports alone. For instance during the vear 1987-88, oat
of total turnover of Rs. 3646 crores, the imports were of the order of
Rs. 3037 crores. For the year 1988-89 targetted imports are of the order
of Rs, 3506 crores, Since most of these imports are made at the instance
of the Government, STC can hardly take any special credit for the bulk
of turnover. Since the Committee have not gone into the details of im-
ports like price, terms and conditions and international prices efc., the
Committee are not in a position to assess the performance of STC in the
matter of imports.
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2.53. From the item-wise detalls of imports it has been noficed that
main item is edible oil (Rs. 2223 crores in 1987-88) followed by sugar,
newspriut and rabber. The Committee feel concerned about the turnover
?f STC in the coming years in case indigenous availability of these items
is increused thereby reducing the gap between demand and sapply. The
Commitree, therefore, urge upon the Government and STC to take effec-
tive measures to improve the export performance.

2.54. The Committce observe that while importing the bulk of com-
modities worth above Rs, 3000 crores, no serious cfforts have been made
to secuve exports business through counter-trade, Since the practice of
counter-trade agreements is very common in export-import business these
days, STC should also utilise it for the country’s advantage, The Com-
mittee, therefore, recommend that in future all out efiorts should be made
to secure export orders while making imports through counter-trade
agreements.

2.55. The Committce have not gone into the details of import price
and selling price of imported items. However, it appears to the Com-
mittee that there are wide variations between the import price and selling
price. For instance the import cost price of edible oil for the year 1987-
88 was Rs. 8853 PMT while its selling price was fixed at Rs. 11907
thereby earning a surplus of over Rs. 3000 PMT. Similarly during the
current year i.e. 1988-89 as against the import cost of Rs. 6564 PMT,
the selling price ranged from Rs. 11000 PMT to 19000 PMT. While
STC charge about 1 per cent commission on imports all surplus revenue
is reportedly refunded to Government. In this context, the Committce
have been informed by representative of the Ministry of Commerce that
the fixation of selling price etc. is done by concerned Ministrics.

2.56. The Committee have also nofed that for the first time STC
signed g Memorindum of Understanding with the Government for the
year 1988-89. Even though the Government have implemented its com-
mitments, the Commitice regret to note that export targets which were
fixed for the vear under MOU at Rs. 700 crores have been lowered
down. The Committee were also informed by representative of Ministry
that next MOU is under finalisation and it will be export oriented having
targets upto 1995, The Committee desire that unlike previons MOU,
efforts should be made by STC to achieve the export targets.

2.57. The Committee regret to note that STC’s net profit is declining
vear after vear. From 2 profit of above Rs. 61 crores durine the vears
1984-85 and 198%-86 it has come down to Rs, 55 crores in 1986-87 and
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Rs. 52 crores in 1987-88. As regards the decline in profits the Corpo-
ration has stated that this is due to change in Government policy in rela-
tion to financing the imports. It has also been observed from the activity-
wise resuits of STC that it is earning profits mainly on imports., As dis-
cussed earlier in the Report that in case there is decline in imports it will
be very difficult for STC to maintain its current profitability trend. The
Committee are of the view that since profits have been carned from
charging commission by importing canalised items, STC’s performance
cannot be judged by profitability alome. The Committee, therefore re-
commend that effective steps should be taken by STC to keep its over-
head expenses at a minimum possible level,



CHAPTER lII
EXPORTS—SOME SELECT CASES

A. Garment Exports

3.1, 1t was reported in the press that STC has been defrauded of
lakhs of rupees in premium in a garment export deal. In gross violation
of rules STC failed to notify its quota to its branches and overseas offices
in time even though it had obtained the quota sheet from Apparel Ex-
port Promotion Council well in advance and thereby avoided direct ex-
ports. Several associates at Bombay were d'squalified to place all the
garments orders on M/s. Haria Exports who allegedly committed a
forgery by unauthorisedly signing before AEPC on behalf of STC. The
matter was later reportedly referred to CBI in December, 1987.

3.2. Asked about the comments of STC in this regard. a representative
of STC stated during evidence as follows:—

“We have read the news item appeared in the newspaper. This
casc was examined by the Internal Audit. They felt that this
should be probed into further. We gave this to the V.gilance
for investigation, Then it was decided to give it to the CBI.
Now, the CBI is investigating it and we are waiting for their
report.”

3.3, The Committec wanted to know the value of garment orders in
the above case. STC replied in a written note as follows:—

“M/s. Haria Exports were allocated quota worth Rs. 84 lakhs
which works out to 70 per cent of the aggregate quota of
Rs. 121 lakhs. The balance 30 per cent of the aggregate quota
was shared by 6 other associates of STC who continued to
be our associates from the past.”

3.4. In reply to question about placement of orders on M/s. Haria
Exports Ltd. during the last 3 years, STC stated:—

“We confirm that during the last 3 wyears, only in the year of
1987 M/s. Haria Exports were allotted PPQ out of surplus
which become available as a result of de-empanelment of 20
associates.”

33
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.3.5. The Committee also wanted to know the specific grounds on
wl.uch 20 associates were disqualified by the Bombay Branch. STC re-
plied in a note as follows:—

Reasons given oy $1C, Bombay for de-empanelment are as
follows:—

(a) Non-utilisation of STC’s quota allotted to them, thereby
attracting penalty from AEPC.

(b) Arranging orders through another exporter amounting to
trading in STC’s quota.

(¢) Non-submission of documents thereby attracting penalty
from AEPC.

(d) Misutilisation of STC’s quota.
(e) Due to slackness of marketing not accepting quota,
(f) Non-submission of counter B/Gg in time.

3.6 Asked as to why the major portion of quota was given to Haria
Export which was a non-associate, STC replied in a note:— '

“Approximately 69 per cent of total quantity allocated to Bombay
was given to M/s, Haria Exports with a view to avoid lapse
on quota as the remaining quota was proposed to be utilised
from 26-4-87 to 30-4-87. STC was informed by M/s. Haria
Exports that they have necessary orders and 1./Cs and they
were in a position to utilise the quota as per the AEPC policy
for 1987."

3.7. In regard to utilisation of quota by 30th April, 1987, the Com-
mittee: enquired as to when the quota entitlement sheet was collected
from AEPC. STC stated in a note that the quota certificates dated 15th
December, 1986 were received towards the end of December, 1986.

3.8. The Committee also wanted to know as to whether any time 'limit
has been laid down for allocation of quota and notifying the same to the
registerad associates, STC replied in a rotc as follows:—

“There is no specific time bound schedule for allocation of quotas.
However, CO on receipt of PPQ allocation from AEPC asked
the branches to furnish past performance information of their
associates to make further allocation branch-wise, supplier-
wise on the basis of their past performance. The branch in
turp has to notify to the parties concerned immediately.”
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3.9 Asked as to when was the first message from the Corporate Office
10 valous branches sent inlorming them about tentative allocation, STC
replied in a note:—

“Vide message No. 5 dated 30th January, 1987 CO communicated
to Bombay branch quota quantities country-wise, catcgory-
wise to be wllotled to taeir associates during the year 1987
followed by another message No. 13 dated 25th February,
1987 giving furthcr details on category USA-340, 341 and
342

3.10, The Committee furthcr wanted to know the comments of the
internal auditors in this case. STC informed the Committee in a note as
follows:—

PRSIV W

“Audit opined that therc was a further scope for investigation.
Accordingly our Vigilancc Division was asked to probe into
the matter further.”

3.11. As regard the investigation by Vigilance division of the corpora-
tion STC intimated the Committee in a written note as follows:—

“The matter has been investigated by the Corporation, The report
was submitted to the then Chairman (Shri Muralidharan) who
concluded that further investigation by CBI is called for con-
sidering the outside agencies involved. The matter was refer-
red to CBI in December, 1987. The report of CBI is still
awaited and action, if any, will be taken on receipt of report
from the CBI. We have sent reminders through our Ministry
to expedite thc matter.”

3.12 During the course of evidence of the representatives of the Cor-
portion, the Committee wanted to know the present position of the CBI
case. Chairmar STC stated as follows:—

“The case was referred to CBI through the Ministry of Commerc®
in December, 1987. Again the Ministry was approached. on
18-1-1988. They have to have their own prioritics. And
our Vigilance Officer is in touch with them quite often to
follow up the cases.”

3.13 The Committee further pointed out that since STC has investi-
gated the case first, they should have identified the officers responsible
for irregularities. Asked about the action taken against the concerned
officers, a representative of STC stated:—

“In the mean time, we have transferred the whole set of offieers
who were directly dealing with the subject.”
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) 3.14 Asked as to whether these officers transferred to supcrior posi-
tions. The witness replied:—

“The concerned four officers dealing with the subject both in the
branches and in the Corporate office have been transferred
to some other posts which were not sensitive. Another
officer who was working in the headquarters has resigned from
the post and the CBJ is still investigating. Pending reccipt
of CBI report we are unable tg take further action.”

. 3.15 The Committee further wanted to know as whether Vigilance
report did not find any particular officer guilty. The witness stated.—

“Vigilance investigation only indicated certain mala fide intention
in the transanction and did not mention any particular name,
But on our own, we have transferred all the four officer who
were directly concerned.”

3.16 On being further pointed out by the Committee that as Vigilancc
report did noi pinpoint any particular officcr responsible then why the
dealing officers were transferred, the witness replied:—

“We felt that there were certain procedural lapses and mistakes
on their part. Therefore, we thought to remove them from
sensitive position.”

3.17 STC subsequently furnished the list of officers who had directly
dealt with the allocation of PP Quota to M/s. Haria Exports.

- ———— b - — S——— e

Name Designation
1. Sh. D.K. Rastogi Chief General Manager, STC, Bombay
2. Sh. V. Jagannathan . General Manager, STC, Bombay. re was GM, Edible

Oils and was not responsible for Textile Division.
However, he had signed the note on 30-6-87 put up
by MM (Bhanu Prashad) in absence of CMM, Text

Divn. Bombay.

3. Sh. Bhanu Prashad Marketing Manager, transferred from Bombay to STC»
Kandla Branch.

4. Sh.J S. Saxena . Marketing Manager, STC New Delhi, transferred
from Tcxtile Divn. to Agricultural Commodities-I
Division.

s. Sh. R.M. Parate . Deputy Marketing Manager, transferred from Bombay

to STC, Ahmedabad Branch.
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None of the above mentioned officers have been promoted,

3.18 It also came out that one of the officers dealing with the garment
deal has since resigned from STC. Asked as to whether all retirement
benefits were given to the concerned officer, Chairman, STC replied as
follows:—

“His resignation was accepted and the benefits have been given.
We can not detain provident fund as per the law. Gratuity
was also released.”

3.19 On being asked as to why the resignation was accepted when
CBI case was pending against a person, Chairman, STC replied:—

“When the resignation letter was submitted, there was no charges
against him in the report. The resignation was accepted by
then Chairman.” ‘

3.20 There have been several irregularities and undue favours in the
deal. Even the Report of the Vigilance Division of STC has pointed
inter alia the following:—

(i) Out of total allocation of 121.63 lakhs, STC Bombay allo-
cated quota amounting to Rs. 84.13 lakhs which works out
to 69 per cent of STC Bombay Branch quota to a non-asso-
ciate viz. M/s. Haria Exports, It appears to irregular|wrong
action and undue favour appears to have been shown to a
party which was not even an associate of STC as the PPQ
commonds good premium and the premium on the PPQ allot-
ted to M/s, Haria Exports can be estimated abovc Rs. 40
lakhs.

(ii) Bombay Branch sent a note date 13-3-87 recommenaing de-
empanelment of 20 associates out of a total number of 25
associates, (PPQ allotted to 20 de-empanelled associates
Rs. 90.56 lakhs). The Branch allocated the quantities to
the remaining 5 assiciates on 23-3-1987.  Thus. the allo-
cation even to the remaining 5 associates was abnormally
delayed as corporate office had advised allocations on 30-1-1987
25.2-87.

(1) Director (Dr. TP) approved the above note of Bombay Branch
recommending de-empanelment of 20 associates om 20-3-87
with the following remarks:—

“Approved- —de-emplovment  of associates as proposed by
Bombay office. However. allocation of unutilised quota
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will be on All-India basis to give equal opportunity to
eligible associates.”

These orders were not implemented by the Bombay Branch.

(iv) Even the balance of quota (1,57,484 pieces) which was given
to 5 associates 2/3 of this (1.05,747 'pieces) was given
to one associatec viz M/s, Ambattur Clothing.

(v) M/s. Ambattur vide their letter dated 14-4-87 advised that
they will be in a position to utilise allocation to the only
extent of 72155 pieces by 30-4-87 provided the LCs received
in the name of their associate companies were allowed 1o
be utilised. However, Bombay Branch' kept pending the
party’s letter till expiry of the last date given by them i.c.
20-4-87. Subsequently, total quantities of 1,05,747 pieces
earlier alloted to M/s. Ambattur alongwith 4528 pieces of
BLX—4 (Total quantity 1,10,275 pieces) were allotied to
M/s. Haria Exports vide STC Bombay’s letter dated 24-4-87
for immediate utilisation by 30-4-87.

(vi) Third party LCs were not allowed to Ambattur but allowed
to M/s. Haria,

(vii) In 1986. one of the associates of M/s. Haria Exports (M!s.
Kumar International) haq exported garments through STC,
Bombay. The concerned marketing Division in STC, Bombay
had allowed them to export garments under “State Quota”
without approval of Finance Branch Manager and by giving
a false affidavit to the effect that M/s. Kumar International
are STC’s captive unit. Thus Mis. Haria Exports were known
to the officials of STC Bombay. There contacting STC,
Bombay immediately aftcr expiry of the date given by M/s.
Ambattur (for confirming that Mls. Ambattur could utilise
the 1.Cs of their associates) shows that there was meeting of
minds between STC offic'als and M/s. Haria Exports. It
appears that the opportunity was created and utilised for
allotting maximum PPQ which commands considerable pre-
mium. Shri P. C. Mathotra, GM (IA) in his supplementary
report dated 11-8-87 has stated that he was informed by
the parties that quotas are sold at premium even on the last
day of the periods.

(viii) STC Bombay in their letter dated 24-4-87 allocating PPQ to
M /s. Haria Exports for utilisation by 30-4-87 had stated that
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the garment quota for second and third periods will be inti-
mated to them shortly. TFrom this, it is evident that st that
time itself, STC Bombay had intention to allocate further
quantities to M/s. Haria Exports f8r IInd and [Ird quarters
also.

(ix) An associatc of Delhi Branch had offered to utilisc US CAT
340, 341 and 342 with a premium of Rs. 15, Rs. 25 and Rs.
20 per peice respectively. Hec had also stated that hc was
willing to negotiate for higher premium. This was ignored
by STC Bombay and the associate was asked on 1-7-87 to
see the officials of STC Bombay after the whole quota for
1987 had been allocated by STC Bombay on 29-6-87. It
is not understood why he was asked to see the STC officials
at Bombay and why anybody should go to Bombay when STC
Bombay had already allocated the whole quota for 1987.

(x) PPQ command premium specially USA categories. The pre-
mium for category 340, 341 and 342 only for the quantitics
allocated to M/s. Haria Exports at the rates offered by a
Delhi associate comes to about Rs. 25 lakhs. The total
premium cannot be worked out as rates of premium
for various categorics arc not known and are nego-
tiable. However, the total premium may be estimated at Rs.
40 lakhs. This has been the gain of M/s. Haria Exports,
whereas a reasonable marketing approach on behalf of Tex-
tile & Garments Division would have brought it to STC.

(xi) STC Bombay had <ought nost-facto approval for the quan-
tities allotted to M/s. Haria Exports on 24-4-87. In reply
Corporate Office inivited STC Bombay’s attention to the rules
and regulations in force. Tt means that Corporate Office
did not accord approval for allocation of quantitics to M/s.
Haria Exports as rules do not permit allocation of quotas
to non-associatcs in this fashion. Inspite of this, they were
again given huge quotas for the subsequent period for 115234

pieces.

(xii) STC Bombay made some calculation mistakes and it is in-
teresting to note that the beneficiary was again M’s. Haria
Exports who got additional quantitv of 11.61 pieces of US
CAT 340 valued Rs. 5.12 lakhs. The premium on these
11,621 pieces work out to Rs. 1,74 lakhs.

(xiii) In spite of their unsatisfactorv performance. M/s. Flaria were
again allotted quantities by Bombay Branch to the extent of
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78 per cent of the STC Bombay Quota for the remaining
period.

(xiv) Concwusior by Vigilance Deptt.

From the above, it is evident that undue favour has been shown
by officials of STC and M/s. Haria Exports have been given
a benefit of about Rs. 40 lakhs. Tt may be mentioned here
that M/s. Haria have defaulted and their bank guarantee has
been invoked. They have not utiliseq allocated quota in full
for the periods ending 30-4-87 and 31-7-87 and the quotas

have lapsed to that extent. This will reduce STC’s future
quota also .

B. Export of rice to Abu Dhabi

3.21 It was reported in the press that STC signed a contract with a
Dubai party for exporting the Basmati Rice in 1985. However, soon
after signing the rice export contract price of Basmati rice shot up..
The prospective domestic suppliers of rice refused to supply Basmati rice
to STC at the contracted price. After a great deal of persuations and
through an office level dialogue between the Dubai authoritics and the
foreign office, the contract was cancelled.

3.22 Asked about the factual position in this regard, STC stated in
a written note as follows:—

“In November, 1984 our Kuwait Office informed our Corporate
Office that Abu Bhabi Municipality rcquired approximately
20,000 MT Basmati rice from India and accordingly, Cor-
porate Office informed Delhi Branch of STC to call for the
offers. On 7th November, 1984, Delhi Branch issued express
telegrams to 13 parties inviting their offers for supply.

In response to the enquiry, six parties responded but subsequently,
their offers were not found suitable duz to subsequent revi-
sion of price/refusal to extend validitv. Meanwhile, offers
were also reccived from 2 other parties namely M/s. Satish
Kumar and Brothers and M/s. Shree Ambica Trading Cor-
‘poration vide- their written quotations on 24th and 28th Dec-
1984. Subsequently. it was informed by Kuwait Office that a
meeting has been fixed with the buver i.e. Abu Dhabi Munici-
pality at Abu Dhabi for spot negotiations in which representa-
tives of both these parties along with representative of STC
participated. During discussions with buyer, the buyer agreed
to purchase the rice on the basis of samples submitted by M/s.
Satish Kumar & Brothers and accordingly a contract wac
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signed on 6th March, 1983 betwsem STC and Abu Dhabi Muni-
cipality for the expast of 750§ MTs Grade B Indian Basmati
rice 1984-85 crop (firm) plus 2500 MTs at STC’s option on this
@ C&F US Dollars 600 per MT. In order to meet our
obligation as per export contract, back-to-back contract was
prepared to be signed between M/s. Satish Kumar & Bro-
thers and S8TC. Later om Mjs. Satish Kumar & RBrothers
backed out from signing the contract taking the plea that
the terms of the back-to back contract were pot as per the
offers originally submitted by them, though the export con-
tract was based on the samples submitted by M/s. Satish
Kumar & Brothers only and on spat discuss:ons.

In the light of the above unexpected developments, Delhi Branch
was left with no ther alternative except to locate alternative
suppliers in order to meet export abligation as per the con-
tract. Following three suppliers werg located:

1. M/s. Jainson Clothing Corporation.
2. M/s. Excort Farms (Ramgarh) Ltd.
3. M/s. SH.K.P. Bahu Traders.

STC, Delhi Branch signed back-to-back contract with all the
abovc three suppliers for a total quantity of 9000 M/s. offered
and in terms of agreement, all these suppliers submitted the
samples of contracted goods for approval of Abu Dhabi Muni-
cipality’s representatives, who were om a visit to India as per
terms of the export cantract. The rice offered for inspection
by these parties was not acceptable to Abu Dhabi Munici-
pality’s representatives and without approving samgples, they
went back. As our associate suppliers failed fo gt e
samples approved /fafled to ship the goods as per coptrge-
tual terms, anticipating liabilities on accomnt of breach of
contract, Delhi Branch initiated action fer igyoeatigg of BGs
furnished by the above mentioped spppligrs at 44; No. 1 and
2; the third ope having defaulted in givine the BG.

Both the parties whose BG had beom invoked heve challenged
action of §TC in eourt of law/Indian Councll of Arbitration.
The cases ape beisg sontested by $TC amd are on various
stages of baqring.

In fhe case of M/s. $H.EP. Baby Teaders who Bad pot submitted
BG. achitratiop prospedings havs been fled jeparately.
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. 3.23 During the course of evidence of the representatives of STC the

Committee enquired about the action taken against the defaulter parties.
A representative of STC stated as follows:

“There was a case against them and CBI is investigating it.”

3.24 When asked as to when the case was referred to CBI for investi-
gation, he stated:—

“CBI took all the files relating to this matter about two years
back. ..The case is going on. It is still under investigation.”

3.25 In reply to a question about the source of supply from which
Abu Dhabi Government procured rice after cancellation of order, STC
replied in a note as follows:— '

“Regarding alternative sources from which Abu Dhabi had pro-
cured rice after cancelling STC contract, we would like to
put on record (best to our knowledge), that the buyers bought

their requirement from Pakistan and no indian party supplied
during this year.”

3.26 On being pointed out by the Committee that non-compliance of

order like this tarnish the image of the country, u representative of STC
stated:—

“As far as we are concerned, it is a very serious matter. Qur
country has entered into a contract with a foreign country.
According to me we should not allow our country’s name

tarnished. The STC should take stringent action against the
suppliers.”

3.27 The Committee also wanted to know as to why STC could not

take any action against the defaulter associates. A representative of STC
replied as follows:—

“We registered these three associates with us and we had asked
them to submit bank guarantees. This is one form of guaran-
tee with us to ensure that the supplies are made at the con-
tracted price. When we went to Abu Dhabi, the prices were
agreed. We came back to India and by that time the prices
were shooting up. In spite of that, the team from Abu Dhabi
had come to Delhi to inspect the rice. Some quantity of
rice from one of the suppliers was placed for inspection.
The entire quantity was rejected as substandard. Thereafter,
the party never came to STC. They told us that they did
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not want to buy rice from us. We would like to ofier themn
the quantity that they wanted to buy from us. They said
that they did ot want to buy rice fiom STC. In the mean-
lime prices were going up. The supplers automatically
backed out. So the bank guurantee was there. But Mr.
Salish Kumar & Brothers did not sign the bank guarantee.”

3.28 The Committee also wanted to know whether any laboratory
test were made before rejecting the rice by Abu Dhabi authorities. The

witness stated:—

“To our knowledge, by merc visual inspecuon tney rejected the
rice. They did not really go into it in detail.”

3.29 When asked as to whether any civil suit was filed against the
defaulters in the court for backing out the agreement, the witness stated:-—

“CBI has been asked to institute a case against h m.”

He added:—

“The party, M/s. Satish Kumar & Brothers did not sign back to
back contract and failed to honour the commitment. Under
the export contract, legal action against the party was con-
templated. The matter was referred to the Additional Soli-
citor General of India seeking advice about the legal action.
The second one was M/s. Escort Farms (Ramgarh) Ltd.,
STC has invoked the performance bank guarantee of Rs.
7,80,000 furnished by the party who have challenged thc in-
vocation of the performance guarantee/bank guarantce bcfore
the Indian Council of Arbitration, New Delhi. STC is contest-
ing the case. The party has also moved a fresh application
before the Indian Council of Arbitration for amending their
original application on the alleged grounds of the contract
being void.

The third company was M/s. Jain Clothing Corporation. The
performance bank guarantee of Rs. 11,70,000/- furnished by
this party could not be invoked as the party had obtained
stay order from the Court. STC is contesting this case and
as per the Supreme Court orders. this amount has been de-
posited by the paying bank in fixed deposit with a nationalised
bank through its Registrar pending the decision of the court.

The fourth one is M/s. SHKP Babu Traders. The party did not
furnish the performance bank guarantee of Rs. 11,70,000
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as per the back-to-back contract signed between the STC
and the party. The case was referred for the QPiMon of the
Additional Solicitor General of India apd as per his advice
we have filed a claim of Rs. 1,26,87,134/- befare the Indian
Council of Arbitration. The party is contesting the claim.”

3.30 Asked as to whether the defaulter parties have been blagk listed
by STC, representative of the STC stated as follows:—

“So far the above suppliers have not been black-listed by STC.
However, we have not placed any export orders or are having
any dealings with these parties after their failure in not honour-

ing the export commitments for export of rice to Abu Dhabi
in 1985.”.

3.31 Asked about the reasons for which the parties have not been
black-listed so far, the witness stated:—

“There is no reason whatsoever as to why we should not black-
list them.”

3.32 When asked as to whether some rice was exported by STC to
Abu Dhabi after this incident. the witness stated:—
“No, Sir.”

3.33 Asked as to whether any efforts are being made to export rice
to Abu Dhabi, the witness replied:—

“This year the group has just come in. The Gulf cooperation
meeting is due to take place very soon. We are also making
a bid for rice this time once again.”

3.34 Chairmap, STC also informed the Committee that certain papers
bave been received from CBI and they will communicate to the Com-
iittee about the CBI recommendations. Subsequently STC furnished the
following written note:—

“CBI took up the matter for investigation on the basis of a source
information, Their report was recelved by the thea @nhairman
(Shri Mulji) vide letter dated 10-12-86 of the then Commerce
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Secretary, Shri Prem Kumar. CBI report! hid’ suppestéd- the
following action:—

CBI Recommendations Action taken

1. Bannirg all (1> busness with M/s. Jain- )
son 'Clothing Corporation, New Delhi— | The action on these recommendations has

M/s.

Escorts Farms, Ramgarh ? becn completed in February, 1987.

New De'hi & M/s. Satish Kumar &

Brothers

.

2. To bring to the attzntion of STC, part
nlayed by cx-Chairman, Shri P. C.

Luther

3. To write to BPE about ths coaduct of Complied with
Shri S. K. Caroli the then ' GM, Delhi

Branch

4. To procecd with major penalty action The major penalty proceedings against
against Shri K.C. Hazarika, Chief Mar- Shri K. C. Hazarika are under process.
kcting Manager. The charge sheet has already béen issued

and Inquiry Oflicer appointed. CBI
have also nominated théir Presenting
(l)ﬂicer, The regular hearing will start shor-
tly.

5. Minor Penalty nction against Cuicl Fina- ‘The minor penalty procecdings against M.M.
ace viaaages (sari L.C. Menia), wlacke-  San Jain and DvM Sori Bajaj have been

ting Manager (Shri J.C. Jain) anu Dy. completed. CFM, Shri Mchra had retired
Marketing Manager (Shri G.L. bajay) l;c;:forc m‘ijnor penalty proceedings could’
started.

Banning of business with the indian Suppliers who had defaulted

As per recommendations of CBI in their report the business with follow-
ing firms and individuals was banned in February, 1987:—

—

Shr Arun Kumar Jain, Managing Partner M/s. Jainson
Clothing Corporation, New Delhi.

M/s. Jainson Clothing Corporation, New Delhi.

Shri D. Bidani, Director, Escorts Farms (Ramgarh) Ltd.
M/s. Escorts Farms Ramgarh Limited, New Delhi.
M/s. Satish Kumar & Brothers, New Delhi.

— Shri Satish Kumar Pahwa, Partncr, M/s. Swadeshi Enter-

prises, Uttam House, Delhi-6. *
M/s. Swadeshi Enterprises, Delhi.
M/s. Ranks India Pvt. Ltd, Dcthi-6.

Shri Raj Kumar Garg, Director. M/s. Ranks India Pvt. Ltd.
Delhi-6.”
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3.35 The Committee further pointed out that CBI had recommended
major penalty against Shri K, C. Hazarika.  Asked as to why the officer
has not been suspended so far, STC replied in a written note as follows:—

“In the case of Shri K. C. Hazarika the then Chairman (Shri
Sudhi Mulji) took a view that the official had only 5 “peri-
pheral Role” to play and therefore, only an oral warning may
be administered. This was not however, agreed to by CVC/
Ministry of Commerce and accordingly major penalty Pro-
ceedings have been initiated in August, 1988.”

3.36 During oral evidence of the representatives of STC, the Com-
mittee pointed out that CVC and the Ministry of Commerce were ip
favour of major penalty. Asked as to why STC was in favour of an oral
warning only. Chairman STC replied as follows:—

“The then Chairman persisted with this view. 1 have no corm-
ments on that.”

3.37 It has been also noticed from the written reply furnished by STC
that the CBI report in the matter was received on 10-12-1986 whereas
STC initiated action against Shri Hazaiika on 2-3-1987,

3.38 As regards the action talien against the other concerned officers,
STC stated in a written reply as follows:—

(i)  ShriS.K. Caroli, GM IlIhi Braach. Resigned with coff:ct fram 16-7-1985.
(if)  Shri LC Meha, CFM Retired  on 28-2-07,

(i) ShriG C Jain. \iM Was promoted from MM to CMM vide
officc order dt. 3-3-1988.

The departmental action for minor penaley
procecdings  startest o 28-7-8R.

Subsequently, the offici:! was cvenerated
on 19-8-88 (The promotion was given as
the then Chairman, Sh. Sudhir Mulji had
earlier taken a view that an oral warning
would suffi. ).

(iv) Shri GL Bajaj. DMM The official neither resigned nor retired. He
was promoted from DMM Gr. I to
DMM Gr. | vide office order dt. 16-1-89
prior to that minor cnalty.
proceedings initiated again t him on
29-7-88. He had been exonerated on
16-12-88.
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C. Export of rice to Gulf Countries

3.39 Guif Cooperation Councii (GCC) is an apex body with its
Secretariat at Riyadh, entrusted with the task of ascertaining annual re-
quirements of Basmati Rice and other grains by different member coun-
tries.  The annual imports of Basmati Rice by Gulf Cooperation Coun-
cil (GCC) member-countries for sale through Government Ration Shops
are stated to be as follows:—

Approx.
UAE (Abudhabi -Dubai) 20/25,000 Mts.
Kuwait 40/50,000 Mts,
Doha (Qatar) 10/15,000 Mts.
Bahrain . 15/20,009 Mis.
Mus o (Quan) 30/40,000 Mts.
Saudi Arabia . 93:1,91.03) Mis.

(Imports by private traders only)

In addition to above imports by different Government buy.ng organi-
sations. private traders are also allowed to import Basmati Rice freely
in bulk and consumer packing. For the first time in 1987 STC supplied
45,000 MT basmati rice to the above countries.

3.40 According to some press reports STC started negotiations for
exports of rice to Gulf countrics with Bombay based consortium of rice
exporters in 1986. The consortium had offered A-grade basmati rice
to the Gulf Cocperation Council (GCC) countries at $§ 800 per tonne,
which was considered to be a fair price and in accordance with the
quality specification of the buyers. The total quantity to be exported was
45,000 tonnes. Later STC purchased this rice from a Delhi based firm
(Rehmatulla & Co.) ignoring the negotiations with consortium at Bombay.

3.41 During the course of evidence of the representatives of STC the
Committec wanted to know the price at which the rice was purchased
from Rahmatulla & Co. and price offered by Bombay based Consortium/
of firms. A representative of STC informed the Committee that the rice
was rurchsed at a pricc of $ 721 per tonne as compared to quotation of
$ 825 quotated by Bombay bused firms.
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3.42 The Committeé turther wanted to know as to whether any open
teaders were invited for purchasing the rice for exports, The w.tness stated:
“No tenders”. Explaining it further a representative of STC stated:—

“We did invite the tender but it was not an open tender. It Was
a limited tender. We did invite offers from our associates
in Dclhi and Bombay both and STC requested the Ministry
of Commerce to organise meetings with tire Staté Goveramélit
agencies like the U.P., Haryana and Punjab. That was done.
In return the STC was advised to make its own assessment
and arrange for procuring the rice. The STC convened meet-
ings with different organisations like the U.P. Export Cor-
poration, etc. They advised that they were in no position
to make any offer for bulk export.”

3.43 Asked about the difficulty in inviting the opend tenders the
witness stated:—

“It is a very specific item. They wanted only ‘Basmati’ grade B
quality. We thought if we make it too open, then it will

create problem. A lot of undesirable people comc to us
and put pressure on us.”

3.44 The Committee wanted to know the procedurc of STC in pur-
chasing sueh commodities. The witness stated:—

“For somc items, we have a system of registered suppliers. Rioe
is one such item because it is a commodity. We have a list
of registered suppliers to whom we send the offer. We do
not make an open tender in the Press.”

3.45 The Committee Turther enauired as to whether STC received any
complaints in regard to the quality of rice exported to Gulf countries.
A representative of STC stated as follows:—

“Not to our knowledge. They are quite happy. We have not
received any complomts so far. On the ‘ther hand, we re-
ceived an #ppreciation letter.”

3.46 The Committee also enquired about the efforts being made by
STC to export more rice to Gulf countries. The witness stated: —

“The d'fferent Government buying organisations in these countries,
except Saudi Arabia, where all purchases are made by pri-
vate traders, import of rice is negotiated through the Gulf
Cooperative Council. “Phe Council holds its meeting annually
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and our people have just aitended one of their meetings this
year. They invite the exporters from various countries and
take a decison there.”

also come out during evidence that the main competition in
of rice to Gulf—Countries is Pakistan.

3.48 The Committee also wanted to know as to whether STC had

received any subsequent order from Gulf countries. A representative of
STC replied as follows:—

“Like last year, we have received one order from Kuwait for

20000 tonens, 10000 tonnes to be supplied bv us and 10,000
tonnes by MMTC; and also an order for a small quantity
from Bahrain.”

3.49 The Committee also called the relevant file. After perusal of the
file by the Committee, the following main points emerged—

(i) STC was contacted by GCC in 1986 to make offers for rice.

(ii)

(iii)

And on that basis STC which was not having much registered
suppliers for rice identified and registered 5 firms at Bombay.
These firms quoted US $ 950 and US $825/- PMT for A
and B grade of Basmati Rice respectively.

Apart from the above price the main condition imposed by
Bombay based firms was that STC shall not entertain any
offers from any other firm or organisations for export of
rice to Gulf countries other than these five firms. Efforts
were made to persuade these parties to reduce the Pprice and
drop the condition imposed by them but they never agreed
for the same.

Pakistan enjoyed monopoly as far as rice export was con-
cerned and in the past GOC used to invite only Pakistan.
India was invited for the first time in December, 1985 in
additon to Pakistan but no business could be finalised in
view of India’s price not being competitive. India was in-
vited again in February, 1987 for the second time to partici-
pate in GOC meeting which was held on February 9, 1987.
It was made clear in the said meeting that unles price offer-
ed was competitive with that of Pakistan. India would not
stand any chancc. Pakistan was expected to offer a price of
around US $ 775 MPT. and since Rahmatualla & Co.
offered a rate of 271 US $ as compared to the rate of 825
US $ offered by Bombay Consortium, the contract was awarded
to Rahmatulla & Co.
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(iv) During the meeting with GCC, Director General, GCC
pointed that the member countries had serious reservations
with regard to the quality of rice exported from India earlier.
They insisted on knowing the name of STC suppliers. STC
therefore, was left with no option but to disclose the name
of Rahmatuila & Co. GCC members decided that supplies
should be made by this party only who already have a
standing in the Gulf countries due to their fertilizer dealings
in the area.

(v) It seems that a number of offers were received for Basmati
rice and many exporters were interested for enrolment as
associates. In some case, the rates offered were even lower
than the one offered by Rahmatualla & Co.

(vi) In regard to inviting opcen tenders it has been stated that
“if tenders have been invited, the basmati market might
have flared up and nc business probably could have been
concluded .”

3.50 It was also observed from the file that STC was willing to give
counter-trade benefits to Rahmatulla & Co. The relevant extracts are
given below:—

“As regards the condition of M/s. Rahmatuallah & Co. to give
them counter trade benefits against the export of rice. it may
be noted that last vear also STC had agreed for similar
condition of M/s. Rahmatullah & Co.

3.51 When asked to whether these benefits were offered to Bombay
based firms also, a representative of STC stated evidence:—

“It was considered in the Committee, but counter trade benefits
were not offered toc Rahmatullah & Co.”

He added:—

“This was discussed in the meeting and they asked for these
benefits. But we did not agree for the same.”

3.52 Asked about the views of Chairman, STC in this regard,
Chairman stated as follows.—

“The internal noting on the file says that since it was given last
time, this time also it should be given. It was not given at
all. T would cimply say that it was a bad drafting.”
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3.53 The Communmittee have not gome into details of all export agree-
ments but they bave examined three selected export deals on the basis of
Rews items which appeared in the Press, One of these deals relates to the
garment export while the other two relate to export of rice to Gulf coun-
tries. Committee’s examination of these deals indicate that the integrity
of STC personnel is not above board. Giving undue favours to the private
parties at the cost of the larger interest of the Corporation appears to be
a norma! practice in STC. In case of garment deal the officers of STC at
Bombay placed almost all the garment quota worth more than a crore on
a non-assaciate viz. M/s. Haria Exports Ltd, The Committce take a
serious note of the matter particularly in view of the fact that orders were
placed on o non-associate while disqualifying the already 20 registered
associatey, STC first placed orders on M/s. Haria Exports to the tune of
Rs. 84.13 lakhs out of Rs. 121.63 lakhs and subsequently the order
alaced in M/s. Ambattur Clothing was also given to M/s. Haria Exports
Ltd,

3.54 The repori of the vigilance division of the Corporation in the
above case has clearly brought out as to how the officials of STC were
systematically giving undue favour to one firm. Had the concerned offi-
~ i ~aved for ihe interests of the Corporation it could have earned more
than Rs. 40 lakhs in this deal. M/s. Haria Exports Ltd. got the benefit
at the cost of STC obviously with the support of STC officials. Even the
orders o' Head Office regarding giving unutilised quota on all India basis
Yooty (kenving egral oncortunity to other eligible associates were flouted.
The case was later referred to CBI in December, 1987 for investigation.
CBI reprrt is stiil awaited.

278 The Commtée: aro> nctonished to note that insnite of the findings
of Vigilance Division that undue favours were shown to M/s, Haria Fx-
ports ignoring al! ethics, rules and orders, no action has hitherto been
taken against any of the dealing officers. The Committee are not satisfied
with the explanation of STC that all the dealing officers have heen trans-
‘arr-” 40 non-sensitive postc and forther action can be taken on receipt
of the CBI Report in the matter. The Committee feel that STC is trving
to shicld these officers. Since it has been established that some officers
have commitfed irregularities and have caused suhstantlal financial Inss
to the Comporation, the least that was exnected was to suspeng the con-
cerned dealing officers. The Committee hope that STC will now take
immediate action to suspend the concerned officials immediatelv without

walting for the CBI report.
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3.586 ktis a matter of serious concern thet one of the dealing officers
s been allowed to go'scot free by the SFC. STFC’s contention that pend-
ing recsipt of CBI report, there was no case against the officer and his
resignation was accepted is far from satisfactory. Tle comcerned officer
has taken all dues from STC. The Committee have also come across
some other cases of similar nature. It appears to Committee that STC
iy deliberately trying to protect the guilty officers by delaying action against
them and allowing them cither to resign or retire and that too with full
retirement benefits. The Committee desire that in ordcer to  eluminate
chances of corruption in the Coropration, it should be ensured thai ca-
quiries into cases of corruption/malpractices are compicted expeditionsty
and stern action taken against officers found guilty.

157 The Committee regrei to note that STC could noj fulfil its obli-
geten in a rice deal sereemcen! entered into with Abu Dhabi Authorities m
1985 for about 10,000 MT basmati rice. It appears to the Committee that
STC has not been in a position to take any action against its associates
who fail to honour their commitment made to STC. In thiy case STC
tirst identified 3 partics and ceatracts were signed with them. These
parties later backed out. Again STC identified other 3 parties. However,
their samples were not acceptable to the buvers i.e, Abu Dhabi Municipal
authorities. The cases againsg these parties are reported to he under court/
arbitration proceedings. The Committee find that all business with these
parties is reported to have been banned by STC in Februsry, 1987. But
it has been done only on the recommendation of CBY, To Co:nmitice’s
dismay STC on its own did not take any action to black list the defaulting
associates even though the default was known to them as far back as in
1985 The e%ect of the failure of the deat has heen that STC has not
been able to export any rice to Abu Dhabi after this episode.

2.5% In the above case CRBI had recommended major penakty woainst
Shri K. C. Harsrika, Chief Marketing Manager. However, the then
Chatrman teok n view that since the official had onlv a peripheral role
to play an oral warning might be administered, This was not agreed fo
by Central Vigilance' Commission and Ministrv of Commerce. Even thoneh
the CRY reniyt wax receivert ip Necember, 1986 it is on'y recently thet =
charge sheet has been issued to the concerned official. The Committee fail
to wnderctand 28 to why the officer has not been nlaced under suspension.
When the CBI recommended major penalty agsinst him and even the
Ministry and C.V.C. held the same view. The Committee cannot but ex-
press their diepleasure over the inordinate delav on the part of STC in
taking action in this case. Although the CBI snhmitted its report in DNecent-
bher, 1986, the S.T.C. issued charge sheet only in 1989,
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3.59. The Committee note that annual requirements of rice of 6 Guii--
countries is more than 2 lakh metric tonnes. kor importing the rice, these
countries have formed a body namely Guif Cooperation Council (GCC)
having its Secretariat at Riyadh. Every year this Council asks the exporter
countries to attend their meeting for negotiations, Even though STC was
first contacted by GCC in December 1985, no efforts were since made
to identify a good number of associates. STC first started negotiations with
a Bombay based consortium of firms. Certain State agencies like UP,
Punjab and Harygna State Cecporatioms were also approached, however,
these agencies expressed their inability to export rice in bulk. Later on
STC received one offer from a Delhj based firm viz. Rahmatulla & Co.
in this connection, it hus been noticed that the Rahmatulla & Co.
oftered & rate of 72t USS as compared to the rate of 825 US $ offered
by Bombay based consortium. The Bombay based consortium also insisted
that STC would not enter into deal with any other firm. As the consortium
was not agreeablc to drop this condition and also for lowering down the
rates, the contract was awarded to Rahmatulla & Co.

3.60. After having gone into details of this contract, Committee find
that the matter is not above suspicion. Regrettably no ¢pen tenders were:
called for inviting the offers. STC’s explanation that “if tenders had been
invited, the basmati market might have flared up and no business probably
could have been concluded” seems to be totally ununderstandabie. The
Committee find no justification for this explanation. It seems that a num-
ber of offers were received for Basmati rice and many parties were in-
terested for enrolment as associates. In some cases, the rates offered were
even lower than the one offered by Rahmatulla & Co .The Committee,
therefore, feel that in cases of such bulk orders opea tenders should be in-
vited and wide poblicity shonld be made so thet STC gets better and com-
petitive offers, -



CHAPTER 1V
MAN POWER PLANNING

4.1 The total manpower strength of the Corporation at the end of
last 3 years was follows:-—

Year ‘ Total manpowsr Strength .
31.3.1936 2457
31-3-1987 2524
31-3-1988 . . . . 2547

4.2 The Committee enquired as to whether any  assessment was
made by the Corporation in regard to its actual requirement of mun
power. The STC replied in a note as {ollows:

“No need was felt to assess the total manpower requircments for
the level of the last 3 years. However, a Commitice bas
been set up this year to review the detailed manpower re
quirements in the context of the revised targets of cxports
and imports for thc year.....

The justification for the present level of manpower and expendi-
ture thereon with respect volume of work will be examined
in detail on reccipt of the Committec report.”

4.3 Asked as to whether the increase in manpower from 2457 in
1986 to 2547 in 1988 was ccmmensurate with the increasc in volume
of business handled by the Corporation, STC replied in a written note
.as follows:—

“The STC is an international trading organisation dealing in
imports and exports. Depending upon the items which are
canalised through STC from time to time and the quantum
of imports handleq by it. the workload varies widely from
year to year. For example, turnover of the Corporation
which increased from Rs. 2551]- crores in 1985-86 to Rs.
3645|-crores in 1987-88 is likely to be around Rs. 2600-
crores in 1988-89. In view of this, proper comparison of
manpower from year to year with reference to the level of
turnover may not be feasible. The Corporation is in the

54
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process of formulating plans to increase its turnover particu-
larly in the area of non-canalised exports. The proposed
increase in the activities will lead to increase in the turn-
over with fuller utilisation of the existing manpower.”

4.4 As regards the report of the Committee set up to review the
manpower requirements, STC replied in a note as follows:

“The Committee has since finalised its Report. The Report is
however oonfined to the Corporate Office and since it does
not cover the branches the same has not been considered.”

4.5 The Committee pointed out that the report covered only corpo-
rate oflice. Asked about the terms of reference for the Committee sct up
to assess the manpower requiremnents of the Corporation, STC replied as

follows:—

“The terms of reference of the Intcrnal Study Committee was
to review (a) functions of the existing division and (b)
manpower requircments of each Division in relation to 1988-
89 targets in so far as each trading divisions are concern-
ed and in relation to the existing work load in so far as
service divisions are concerned.

The review was meant to cover corporate Officc and Branches
including foreign offices.”

4.6 In reply to a further question as to how no study was made for
manpower requirements for the branches and foreign offices STC replied
as folllows:—

“The Committee was to cover Corporate Officc as well as
Branches and foreign offices. However, the Committee has
made the study only in respect of Corporate Office and
hence it was incomplete.”

4.7 Asked as to why the Report could not be comsidered in respect
of Corporate Office, STC explained in a note as follows:—

“As the entire STC's operations relating to import/export trade
involve Corporate Office, Branch Offices as well as foreign
offices and thesc are inter linked, it would mot be realistic
to draw any conclusions based on a study of Corporate
Office alone.”
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4.8 The Commitiee also enquired about the views of the Ministiy
in regard to justification of the present level of manpower strength in
the Corporation. The STC replied in a note as follows:—

“The present level of manpower in ST'C and the expenditure
thereon have not been examined by the Ministry of Com-

merce. Ministry of Commerce do not have any assessment
in this regard.”

4.9, The Committee are dismayed to note that neither the STC nor
the Ministry have made any proper assessment of the manpower require-
ments of the corporation, and no scientific study has been undertaken in
fhis regerd so for. The Committee were informed by STC that recently
as Committee was set up to review the detailed meupower requirements
of the Corporstion. However, its Report coulg not be implemented as it
was confined to Corporate Office only. The Committee are unable to
understand as to why the Committee set up to review the manpower re-
quirements of STC submitted its report on corporate office only when it
was to cover all branches in India and abroad. Since there has been no
scientific evaluation of the manpower needs of the Corporation as 2 whole,
&t any time, the Committee recommend that for a proper and realistic
appraisal of the manpower needs, STC should entrust this work to a
recognised management institution like National Productivity Council, The
Committee may be informed of the action taken in the matter at the
earliest.

Y 4



CHAPTER V
COMPLAINTS AND VIGILANCE ACTIVITIES
A. Complaints

5.1 During the course of evidence of the representatives of STC, the
Committer pointed: out tiat the Corporation: must be recsiving various
complaints from supplies, buyers, associates etc. Asked about the com-
plaints received during the last 3 years and action taken thereon, Chairman

STC stated as follows:—
“Here T must admit that: this is' an area where there is no central
edl in the corporation which caun receive complaints, register
them. record them and take action. Now, we are going

to: open- the. cell from. the Ist April. There is no such moni-
toring; systom. for. the time being wherein the complaints cap
be received, registered and so on.”

5.2 On. being pointed. out that evem then Corporation must be re-
ceiving some complaints, Chairman STC replied: —

“I can tell you that there is mo monitoring in our Department.”

He added:—

“Sir, there is no data available with us regardimg tho compleints
received, etc. as on today, There is no central complaint cell
whichr can record’ the total' number of commpliints received
and action taken by them etc. Now an export service Divi-
sion is being operated. It will take one month to seitle
dowrr. Sir, the central service cell will start from Ist April.”

5.3 Whom ash] abowt the ratiomale for waitiag fer April; the wit-
ness stated: —
“I have to implement it on all India basis.”

5.4 The Committee further pointed out that STC had recently in-
creased its vigilance activitics. Asked as whether to this action was due

to: incsesse in. complaints. the witness. stated:—

. “No, Sir, generally a complaints. is a part of the job here. First
' problem is about export service and the conditions. Not that

57
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it has become complaint oriented. Any complaint about ex-
porters or the commodities is replied to immediately and
trade matters are also attended to immediately. We are deal-
ing with them urgently.®

5.5 Asked about the nature of complaints, STC replied in a note
furnished after the evidence as follows :—

“Vigilance Division receives complaints from various.. . sources
like: IR VA A,
— Public, Press, Ministries, CBI & CVC.

(1) Most of the complaints are anonymous|Pseudonymous. These
are dealt with as per Government instructions.

(2) Some complaints are general in nature and do not contain
verifiable facts—these are taken on record with the approval
of comlpetent authority.

(3) The signed complaints which contain verifiable facts are
taken up for full investigation. ?

Complaints having Vigilance Angle

Such complaints normally contain allegation of the one or more of

the following nature:

1. Favour shown in Purchase for import, export and domestic
items.

2. Distribution of imported goods/export orders.

3. Favour shown in sale of good like studge, imported cars, other
miscellaneous items.

4. Awarding of contract for construction and maintenance and
other work.

5. Appointment of handling agents, surveyors, transporters etc.

Hiring of tanks/storage space.

Misuse of facilities like medical, house building advance, motor
car advance etc.
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Possession of disproportionate assets. [
9. Favour in appointments.

10. Leakage of commercial information,
11. Leasing/hiring of accommodation.

Where the complaints are not substantiated by relevant
records/investigation etc., these are filed. However, when a
prima facie case exists, further action like calling of explana-
tion of the concerned official, initiating departmental proceed-
ings for a major/minor penalties and referring the case to CBI
for investigation is taken.”

5.6 1In the context of complaints and many vigilance cases pending
with CBI, the Committee enquired as to whether it was not desirable to
improve the work culture of the Corporation. STC stated in a written
reply as follows :—

“STC is in the process of emerging as a vibrant internationa] trad-
ing house with a thrust on export of non-canalised items. As g
result the work culture of the organisation will undergo a
change and the process of laying down the procedures and
systems, training programmes are under way to match the
organisation’s culture with the activities expected to be per-
formed specifically with reference to non-canalised trade.”

5.7 During the course of evidence of the representatives of the Min-
istry, the Committee wanted to know as to why there was no centralised
system in STC for attending the complaints. A representative of thd
Ministry replied as follows :—

“There has been a Committee of Chief General Managers since
1986. The STC have told us in their letter of 30th July, 1986
that there was a Committee comprising of four General Mana-
gers to look into the grievances of the consumers.”

5.8 ©On being pointed out by the Committee that such system was not
in operation as admitted by Chairman STC, he replied :—

“I have before me the statement of the Chairman and [ really can-
not say what he had in mind when he said this because the
STC told us that this Committee of Chief General Manager is
there to look into the grievances. We got this letter in July,

1986.”
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5.9 The Committee further enquired as to how many complaints were
received by the Committee of Gencral Managers and how many wore dis-
posed of. The witness replied :—

“We don’t have this information. I will send this information to
you.”

B. Vigilance Cell —_—

5.10 It has been stated in the annual report of the: Corporation for
the year 1987-88 that a detailed programme was chalked out in the begin-
ning of the year requiring, inter alia :—

(a) Maintaining a close liaison with the CBIL Central Vigilance
Commission and Ministry of Commerce in the matter of ex-
change of information about corruption.

(b) Preparation of the ‘Agreed list’ of Officers.

. () Identification of points and places of corruption.

5.11 During the course of examination of STC, the Committee wanted.
to know as to whether the Corporation has identified the points and places
of corruption. STC replied in a note as follows :—

“Sensitive Points and places likely to cause corruption have been
identified as under:—

(i) Placement of orders on suppliers for export/import of com-
modities: c
(ii) Hiring of storage space;
(iii) Awarding contracts for transport of imported commodi-
ties/commodities meant for exports;
(iv) Appointment of agents, surveyors etc;
(v) Selection/recruitment and posting;
(vi) Communication Cell, such as Telex; '
(vii) Department purchasing equipment/stores for office use;
(viii) Construction of STC Building and other projects;
(ix) Distribution of imported goods; and’ »
(x) Department leasing/hiring accommodation for office/ resi-
dential flats.” ‘

5.12 Asked about the steps taken to minimise the cases of corruption,
STC stated in a written note as follows:—. ,
“Remedial Measures.

—Raotation of staff.

The transfers effected:
' Ta  198S_About 290 Managers & Staff  Members

]n 1”6-" ) " ”" [ "
In, 1987"" ”" 300 “ ”»” ”"” v:,_
Tn 1988 - |

-~Study of system and Procedu;‘;:s are 't;eins cb'nducted by: the
Vigilance Division with a view to improve them.*
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5.13 The Committe also wanted to know about the present set up of
Vigilance Cell in the Corporation and whether it was considered sufficient
to watch the complaints in respect of all branches of STC in the country
and abroad. STC replied in written note as follows:—

“We have a full-fledged Vigilance Division headed ‘by one Chief
Fimance Manager who is cxclusively looking after vigilance
‘work, The Chicf Vigilance Officer has a team of Managers
and staff who assist him in the job. Vigilance :Division is re-
porting directly to Chairman,

In order to strengthen vigilance, a nced was felt to have sub-units
of vigilance in Branches. Accordingly, vigilance units have been
established in the major branches like Bombay, Madras, Delhi,
Cochin and Agra. Shortly, such units will be established in
Calcutta and Kandla also. Complaints in respect of STC are

‘ .looked' into thoroughly, Existing set-up of Vigilance Division
is considered adequatc for carrying out the vigilance functions
satisfactorily.”

5.14 The Committee further wanted to kmow that as te whether it
would not be ‘desirable tp hawe some officer from ‘Home Ministry or IPS
“to head the 'Vigilance Division of STC particularly in view-of the fact that
there were many wigilance cases and areas of hikely corruption being more.
Cheairman SEC replied during evidence as follows:—

“When fhe approval was obtained in 1987. I understand the in-
cumbent who was an IPS officer from Madras did not join.
After that, we had internal candidate for which ACC’s appro-
val was not required.” )

He added:—

“I wish to have a senior officer of that cadre and I have. informally
discussed with Director, CBI to take action so that a senior
officer of the rank of Chief General Manager may be appointed
to look after the whole matter.”

5.15 During the course of evidence of the representatives of the Minis-
try the Committee pointed out thar since therc werc many vigilance cases
pending in STC involving very senior officers and areas of likely corrup-
tion being large, would it not bc desirable to have some officer from
Ministry of Home of IPS to head the vigilancc department of STC. The
representative of the Ministry stated as follows:. -

“kt is the policy that there will be Vigitance Officer in the STC.
The procedure is that a panel of names has t0 be obtained
- from the Department of Personncl end after the approval of
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the Ministry it has to be conveyed to the Chief Vigilance Com-
missioner. Then only is the person considered for appoint-
ment.”

He added:—

“We in fact depend on the Department of Personne] to give the
names to us. We have been after them to give us the names.
But it seems, somehow it is not a very popular post. Not
many people seem to be wanting to come to it. Recently, we
have made the post more attractive, even though it is not
a top level post, and we have given a number of facilities and
other perquisities.”

5.16 On being asked as to whether any specific name was considertd
in the past, the witness stated:—

“Usually they do comy from the Police but according to the system
the names are suggested by the Department of Personnel and
we have to choose out of those names only, We have been
pursuing vigorously with the Department of Personnel, to sug-
gest a suitable person. Twice in fact we had selected persons
and posted them but they did not join. But the whole process
had to be started all over again.”

5.17 The Committee further pointed out that at present Chief Finance
Manager is working as Vigilance Officer in STC and most of the corrup-
tion charges relate to finance, To this the witness stated:—

“This is only adhoc arrangement till we find a full fledged officer.”

C. CBI CASES

5.18 It was reported in the press that there were 42 CBI cases against
the STC officials in September, 1986. Asked about the details of these
cases, STC in a written reply furnished the details of 11 cases. As regards
the other cases, STC replied:—

“There may also be some other cases directly taken up by CBI
without reference from STC. We are accordingly not aware of
the details of 42 cases reported to be with CBI in September,
1986."
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5.19 A. Cases referred by STC to CBI for which investigation reports are awaited

Sl. No. Nam: of the OL.ial

All:gation in brief

Present Position of the case

Mills Limited were ap-

pointed as our refining &

tinaing oil unit in Jaipur.

During 1984-85, a total
quantity of 3560 MTs of
oil was lifted by the party
for refining and tinning.
They have yet to deliver
about 600 MTs oil to STC,
valuod at about Rs. 90
lakhs. The party was not
honouring the delivery
orders issued by STC on
one excuse or the other and
was also, avoiding inspec-
tion of the stock at their
premises. When all efforts
failed, the case was roferred
to CBI in May, 1986 to
registgr a case against the
party and its three direc-
tors for the offences of
criminal misappropriation
of Government property
and cheating etc., and to

‘recover e said 600 MTs

of the Oil.

1. MJs. Laxmi Oil & Ex- Mis. Laxmi Oil & Extraction CBI conducted raid on party's
traction Mills Limi-
ted, Jaipur

premises and also arrested
one of their directors. The
case is still under investiga-
tion by CBI. Incidentally,
it is meationed that we
have realised Rs. 20 lakhs
by invoking Bank Gua-
rantee given by the said
party to STC.

The house of Shri B.R. Mina,

the then dealing Manager
in STC's Delhi Branch
was also raided by CBI.

CBI has since filed criminal

case against M/s Laxmi Oil
& Extraction Mills Limi-
ted, Jaipur and its Direc-
tor Shri Ramesh Zariwala
u/s 409 r/w 120 of IPC.

5.20 As regards the involvement of STC officials in this case, STC
informed the Committee in written reply furnished after the evidence as
follows: —
“In view of the fact that CBI report has not been received tiit date,

we are not aware of the involvemeat of any official of STC.

However, CBI have desired the presence of one CMM (Shri

B. R. Mina) in their office on various dates, latest being for

20[22-2-89. This oflicial has not resigned|retired|promjoted . ”

SI. No.

Nam= of the official

Allcgation in brief

Present Position of the case

BE

PQ Case-M/s Haria

Exports

While allocating Past
formance Quota for Tex-
tile Ghtments for 1987,
myor portion was alloca-
ted to a non-associates viz.
M/s. Haria Exports. The
im;estiszt‘_ion hodth by inter-
nal audit and vigilance
Division showed that undue
favour had been shown
in allocating the quota to
M/s Haria Bxports. The
then Chairman, Shri Mura-
lidharan referred the case
to CBI through Ministry
of Commerce (in Decem-

ber, 1987).
(Discussed in a earlier Chap-

ter of the Report)

r- CBI is investigating the case,
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5.22 B. Cases which have been taken up by CBI for lnvemgatlou witheut reference From
STIC aad reports ars awaited frem CB8I.

Sl. Name of the official Allegation in brief Present position of the
No. case

3. Construction of STC This case has been taken up The documents/files asked for
Bldg. Complcx at by CBI themselves. They by CBI have been furnished.
Jaapath, Now Dethi  suspect irregularitics in CBI is still investigating

this project. this case and their report
is awaited.

4. My/s Indian Molasses In connection with an enquiry We have not yet received

Co. Pvt. Ltd. relating to allotment of land CBI report.
. end to M/s Indian Ports Ware-

Indian Ports Ware- housing Company, at New

housing Company, Mangalore Port, etc. CBI

New Mangalore asked for certain docu-

ments/files relating to con-
tracts for handling molas-
ses edible oil in respect of
Indian Ports Warehousing
Co. Indian Molasses & Co.
and its sister conocerns,
which were furnished to
them.

As regards the present position and invalvement of STC officials in
the above cases, STC stated in written note as follows:—

“These cases have been taken up by CBI on their own and we
have not received any report till date.”

5.23 C.Cases which have been taken by CBI for investigation with-
out reference from STC and investigation reports received and are under
process .

Sl.  Neamo of the AMlegation in brief Present position of the case

No. official

S. ‘Shri Yoginder Raj, STC had relcased 25600Mts  We have since received CB 1

GM, STC, New ingported camont to M/s St.; report which has been pro-

Delhi Anthony’s Guild, Madras cessed and Chairman, iff
for astual use in April/June; the capacity of Disciplinary-

1984 for coastruction of Authority has already given

300 houses for the rehabi- the sanction nde his sanc-

litation of repatriates from tion order dt. 13-10-88.

Burma & other places, It
is alleged that they eold
this comont in black mas- |
ket and a case was registe-
red by CBI in this vegard.

The CBI are now expected
to file the case in the Court
the details of which are
awaited
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81 Name of

No. official Allegation in] brief Present position of the case
§. Bbri X¥oginder:Raj, While functioning as GM CBI report has been received
GMS ‘Mew during 1-1-80 to July, 1987 on 29-12-88 CBI has re-
Dethi in STC, New Deun, Shri commended mzm penalty
Yogmder Raj proceedings placinx

(1 Amusedtotal assets Shri Yoginder Raj under

(movable & immova- suspension. The geport is

ble) to the extent of Rs. under process.
1,56,756.60 which are

disproportionate to his

known sources of in-

come.

2, Did not report/obtain
permission of the com-
petent authority regar-
ding transactions rela-
ting ‘to movable & im-
movable properties ex-
ceeding Rs. 2,000/-(the
properties arc ranging
between Rs. 22,500/-to
25“:”/’)

—

Ag regard the present position STC stated that “the official -has not
redigned|retiredipromoted, (Retiring on 31-3-1989).

5.24 During the cause of evidence of the representatives of STC the
Committse wanted to know as to why Shri Yoginder Raj has not been
suspended S0 far imspite of major penalty amd suspension recommended
by GBI Cheioman 8TIC replicd as follows:—

“The inquiry regarding Shri Yoginder Raj was referred to CBI who
said that in view of the fact that he is retiring shortly he may
not be placed under suspension. He is actually givea odly
administeation work, But as soon a8 the letter had come we
took immediate action. Our Vigilance Department has been
advised not to give any clearance to him. Provident Fund dues
‘we cannot withhold, With immediate effect ali his functions
bave heen withdrawn, Todey he has no work.”

.25 As xegard the dats of receipt of CBI enquiry and date on which
the astioa was initiated against the officer, STC intimated in a written
sote:— {

Date of receipt of report from CBI Date of action in.
tigted
(i) 28-12-1988 (Disproportionate assets) . . . . $-1-1989
24-6-1988 (Alleged irregularitics in the allocation of im-
@ Wm‘mt&-l‘) . . . . . . . 13-10-1988
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7. ABU DHABI Rice STC signed a contract on

Case-Shri S.K.
Canoli Ex-GM
STC New Delhi.
Resigned w.c.f
16-7-85. Shri K.C.

Hazarika CMM &
Others.

5.27

6-3-85 with Abu Dhabi Mu-
nicipality for export of
7500 Mts Basmati Rice at

USU 600 PMT. The fore-
ign buyers inspectors and
survey inspected the ricc

at the godown of our

packers in Delhi and on
15-5-85 forc‘ilgn buyers ins-
pectors handed over to

STC a copy of the report

of M/s Geo-Chem stating

that samples drawn by
them were not as per the
goods contracted. The
contract was subsequently
cancelled by the buyer.;

(Discussed in earlisr Chapter

of the Report).

8. Dr. RV. Reddy, (the While functioning as Direc-

then Dir. IDPL),
at present, CGM
STC, New Delhi

428

tor (Marketing ) in the
IDPL during 1985, Dr. R.
V. Reddy, had shown un-
due favour to M/s Nutech
Photo Lithograph, New
Delhi in awarding the job
for printing etc.

Another recommedation

CBI in their regort (which
y

We have sinoe received CBI

report on the basis of which
majr penalty proceedings
have been initiated against
CMM, SHRI KC. Hazarika
CBI had also recommeded
minor penalty proceedings
against  three Managers
(viz. S/Shri LC Mehra,
Chief Finance Managcer
GC Jain, Marketing Mana-
ger and GL Bajaj, Deputy
Marketing Manager) which
has been completed.

usi-
ness with certain firmsand
individuals has also been
complied with.

of
CBI for banning of b

was received on
8-12-88) ‘has recommended-
Regular Departmental Ac-
tion ' for minor penalty

inst . Dr. RV Reddy.
The case is under process.
(The official has not resig-
ned/retired/promatisd).

D. Cases pending trial in the Court on the basis of CBI's report

Sl. Name of the official
Ne.

Allegation in brief

Present position of the case

9. Shri S. Kumar,
CMM Meat &
Marine (Now un-
der suspension w.e.
f. 9-1-84). The
scale of pay is Rs.
2450 —-100- 3150.
He is B. Sc. (Engg).
Joined as M. Man.
30-7-71 and promo-
ted as CMM pro-
moted as CMM on
3-8-77. His date of
birth is 19-9-36.
Subsistence  allo-
wance reduced
from 75% to 25%
of his pay w.e.f.
July, 198 i
increased to 75%
w.c.f. 14-6-88.

Alleged to have been caught
by CBI for demanding &
accepting a sum of Rs.
7500/-as iliogal gratification
on 4-1-84 from one Shri
AK Hamid of Bombay dea
ling in export of fish asa
consideration for showing
favours in the award of a
contract for supply of sp-
ratts. placed under suspen~
sion w.c.f. 9-1-84.

(?14 in théir report dt. 28-8—

recommended that.
Sh. S. Kumar may be prose
cuted in a court of law,
It was decided to accept thr
recommendation of CBI.
STC issued sanction fo
the prosecution of Shri S.
Ku to.CBI on 10-12-84
CBI has filed a case In the
Court of 8hri Jaspal Singh,
Addl. Distt. Judge, Delhi..
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As regards the action taken agains the officer STC replied in a written
note:—

“The official has not resigned|retiredjpromoted. He is under suspension.”

St Nime of the
No. official

10. Shri BN Rao, GM, While functioning as CMM-
STC, New Delhi in II during 1980-81 in STC,

Allegition in prief Prosent position of the case

The case was investigated by
CBI who in their report

the scale of pay of
Rs. 3000-100-3700.
He is B. Sc. He
joined STC on 20-
11-79 as CMM-II
and promoted as
GM w.e.f, 13-4-83.
His date of birth is
16-12-36. He is
working as GM at
Corporation Office.

New Delhi Shri Rao ente-
red into/or was a party to

a Criminal conspiracy with
S/Shri KV Seshadri, the
then Managing Director,
FCI New Delhi, M/s Ac-
tionSA Paris & Sh.
George R. Lobo, the repre-
sentative of M/s Action SA
Paris with the object of
causing undue Pecuniary
advantage to M/s Action
SA & corresponding loss
to Govt. of India by mani-
pulation throu wrong
notings & wilful suppres-
sion of material informa-
tion in respect of sale of
45000 Mts of IR-8 variety

dated 24-8-84 had recom-
mended the prosecution of
Shri BN Rao in a court of
law . STC examined the
case and comments were
sent to CVC requesting for
a departmental inquiry for
major penalty instead of
prosecution in the court
of law. The CVC advised
for prosecution of the ac-
cused. The saction for pro-
secution was accorded on
28-1-86 (revised) by the
Disciplinary Authority,
The case in pending trial in
the court of Shri Jaspal
Singh Add. Dist. Judge,
Delhi.

of rice to M/s. Action SA
Paris at uneconomical ra-
tes. The short realisation
from M/s Action SA had
been estimated at US$
8,54,000 approx.

5.29 During the course of evidence of the representatives of STC. The
Committee pointed that Shri Rao, was found guilty of entering intojor was
a party to a criminal conspiracy causing loss to Government of India as
back as in 1980-81. He was promoted as GM in 1983, Asked as to

why no action was taken for his suspension a representative of STC stated
as follows:—

“On processing the CBI report in this case STC was of the view
that Shri Rao's involvement was marginal and therefore, a
departmental enquiry may suffice. In view of this, he was not
suspeanded.”

5.30 On being pointed out that Shri Rao was found guilty by CBI,
he stated:—

“There was not only Shri B. N. Rao but there were two other offi-
cers also who were involved in this case. While going through
the report our vigilance group observed that in particular Shri
Rao’s action was cnly marginal.”

5.31 The Committee further pointed out in this case CBI recommend-
od prosecution, while STC again requested CVC for a departmenta] inquiry
for major penalty instead of prosecution in court of law. Asked about
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the rationale behind pequesting CVC to lower down the punhhment, thc
witnesses stated:— '

“The fact of the case, at that point of time is that CBI recommend-
ed prosecution instead of that it was referred back to CVC
and then our vigilance division also went through the report
and reported the matter to the Chairman who said that Shri
Rao’s case when compared to the other case was only marginal.
That is the reason why we did not suspend him.”

5.32 Asked as to why an attempt was made to lower down the punish-
ment, the witness replied:—

“

. After the prosecution was approved there was no attempt
made by the STC to water it down either at top management
e level or by the vigilance.”

5.33 Asked about the time taken in sanctioning the prosecutlon Chair-
man STC stated:—

“On 9th December, 1985 the CVC made the recommendation and

in January, 1986, the sanction for prosecution was accorded

by us.” .

5.34 The Committee further wanted to know as to whether present
Chairman would like to review the case, Chairman STC replied:—

“As oo today, I am going into the record of the case bit by bit.

Today I have issued an order asking him to take charge of

the other department. Now, he is incharge of the SC & ST
cean
5.35.

S1.  Name of tte official
No.

AHegation in brief Present position of the
case '

11. Shri Srimannaryana, In 1978 STC as per directives The case is pending trial in

Ex-Branch Mana- of Government of India the court of ‘special judge
ger, STC Guntur undertook purchase of to-| _ for SPE cases, Visakhapat-
Heis MA. His bacco as & price support T nam.

date of birth is 24-

operation to help the actual
growers. The growers
were to form themselves
into syndicates and nomi-

7-26 Joined as

Asstt. from 10-1-

57. Promoted as SO
20-5-64.

from nate ono among themselves
DMM-II from 20- aspower of attorneyto
5-70 DMM-I from deal with STC in all mat-
2-7-74. MM from ters. No payment was
5-3-81. Retired to be made direct to the
w.ef. 31-7-84 as power of attorney holder
MM from the payments were to
office of STC Ma- be made d:rect to the gro-
dras on superan- wers by crossed A/C Payee
nuation. Cheques. STC  officials

were to check the Central
Excise register of the go-
down to ensure that the
stocks offered were of the
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Sl.  Name of the official Allegation in brief Present position of the
No. case

actual growers. Com-

plaints were received that
a number of bogus agents/
syndicates were formed
and tobacco which did not
genuinely belong to the
actual growers was offered.
for sale and was bought by
STC. The matter was in-
vestigated by CBI whose
reports revealed that STC
did not check the records
of Central Excise and also
gave cheques to power of

attorney holders who en-
cashed the cheques under
bogus names. As a result
of this, the benefit which
was meant for actual gro-
wers did not reach them.
CBI recommended prose-
cution in a court of law of
Shri P. Srimannarayana.
Necessery Sangtjon orders

were issued in April, 1982

5.36 During the course of evidence of the representatives of STC the
Committee wanted to know as to whether retirements benefits were givem

to Shri Srimannarayana on his rctiremeat, A represeatative of STC resdied
as follows; —

“From the records it appears that he has been given the benefits
of gratuity and provident fund.”

'5.37 The Committee {urther pointed out that STC officials were sup-
posed: to check the Central Excise register of the godown to ensure thiat
the stocks offered were of the actwal growers. Complaints were received
that 3 number of Bogus syndicates were formed and tobacco which did not’
generally belong to actual growers was offered for sale and was bought
by STC. The mater was referred to CBT whose reports revealed that STC
did not check the records of Central Excise. Asked as whether any rese
ponsibility had been fixed by STC in this case, representative of STC
replied as follows:—

“We forwarded the report to the Ministry of Commerce for a
thorough investigation. The Government did not give any deci-
sion at that point of time, but directed: CBI to look into the
matter, The cxamination is still going on we are awaiting
the report from CBI.”

5.38 The Committee pointed out that in' many cases CBI has taken

a number of years in finalising the cases. Asked as to whether STC ever

made any request .to CBI (o expedite the cases, Chairman STC replied as
fallows: —

“There is constant liaisioning with the CBI but the communications

may not be in writing. We are in constant touch with them
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cither asking for information or giving information on this
issue.”

As rcgards the delay, he stated:—
“I think this should be answered by the CBI department.”

5.39 The Committee further pointed out that in some cases CBI
has taken up cases themselves without any reference made by STC. Asked
as to why STC itself not pursued those cases, the witness stated:—

“Certain cases are looked into directly by CBI because they should
act in such cases. When the Vigilance Department comes to
know of that the normal course of checking, etc. will be done
by us. So, it is not only that CBI does it.”

5.40 The Committee also wanted to know as to how the gratuity
and P.F. were given to the officer on retirement when he was involved
in CBI cases. The Chairman STC replied as follows:—

“If vigilance clearance is not given by the Vigilance Department,
their dues are not released except legal dues.”

5.41 When asked as to who was the competent authority for referring

the cases to CBI, he stated “By Chairman.” As regards the involvement
of administrative Ministry, he replied:—

“This goes through the Vigilance Department of the Ministry.”

5.42 During the course of evidence of the representatives of the
Ministry of Commerce the Committee pointed out that there were 11
cases against STC officials. In case of 7 cases the CBI had submitted its
report, however, STC had not imposed any major penalty against the
guilty officials. Asked as to whether it was not the responsibility of the
Ministry to ensure that appropriate action is taken against the guilty
officials particularly when these cases were referred through the Ministry,
the representative of Ministry replied as follows:—

“Sir, according to the revised instruction which the BPE has
issued, the Ministry is concerned with cases relating to the
officers only of the Board level and above. In respect of
employees below the Board level, action to be taken has to
be decided by the STC itself. But we do pursue with the
CBI and asked them to give us their findings as
quickly as possible, There are only two cases which are pen-
ding with the CBI relating to the officers of the Board level
and above which we are constantly pursuing with the CBI.
In fact, the Commerce Secretary himself has written to the
Director of the CBI to expedite the findings. With regard to
other cases which are below the Board level, we do not have
any information.”



n

.5.43 The Committee further pointed out that in some cases evem
‘though CBI recommended higher punishments, STC gave only minor
punishments. Asked as to whether this was on Ministry’s instructions,

the witness replied:—

“No, Sir, the things which are within their jurisdiction, we have
not asked them.”

5.44 The Committee further wanted to know as to whether Ministry
were not aware of the action taken by STC on CBI recommendations.

The witness replied:—

“No, Sir, in the Ministry we are not aware of it. We can obtain
the information from the STC.”

He added:

“It is not that the Ministry is not concerned. These cases are
under the administrative autonomy which has been given to
the STC by the Ministry. We presume that they must be
taking action. If we feel that the STC is acting wrong in
certain matters, we can certainly question them, though not
in the nature of appellate authority. Otherwise, as a Minis-
try we do not interfere with their routine work.”

5.45 The Committee further drew the attention of the witnesses to
a case in which (on the basis of CBI Report) the case is pending against
an officer of STC in court of law since 1986. The concerned officer is
still working as senior manager. To this the witness replied:

“It is very difficult to answer the question. We may have heard
something about the case. But that is different. I was Sub-
mitting that matters at this level were usually dealt with
by the STC itself. If the case relates to an officer below the
Board level, we do not come into the picture.”

5.46 When further pointed out that in case of Shri K.C. Hazarika,
representative of STC informed the Committee that the matter was
réferred to Ministry for thorough investigation, the witness stated:

“This was before the revised instruction were issued. It was
issued -in October, 1986.” ‘

5.47 The Committee further observed that it would not be proper
to promote an officer, if he was found guilty by CBI. To this the repre-
sentative of the MiniStry stated:

“There i3 no policy in this matter as such. T could express m¥y
personal opinion. Unless a man is tr'ed and proved guilty,
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we cannot really hold that he is guilty, | am: mot msaking
that remark with reference to this pasticular case asbout
which I know nothing. If somebody is convisted of an
offence, it would be wrong to promote him:”

5.48 On being pointed out by the Committee that at.leass the person
concerned should be suspended, the witness stated:

“He may be posted on a particular post where. he eouldh be dealing
with some non-sensitive matter.”

In reply to a further question, he stated:

“I cannot differ from the hos. member on this, viz. that if ; man
is prima facie guilty, he should not be promoted. But in a
specific case about which I do not have the detaifs whether
STC necessarily did something which was so totally wrong.
I cannot say; but I do agree that if CBT feels that somebody
is guilty of something serious, he should not be promoted.

But in this particular case, [ do not know whether he was
promoted or not.”

549 On being pointed out by the Committee as to whether a Gov-
ernment officer if found guilty by CBI could continue in service and
would earn normal promotion also, the witness stated:

“It does seem wrong that a. man who, CBI feels, is guilty; should
be promoted. But then, in an individual case, the Cheirmun,
STC or some other appointing authority may feel that
therc are factors where it feels that CBI has not come
to the right conclusion, or in his opinion, what the CBI has
suggested goes too far compared tv what he feels is the
magnitude of the offence. There, if he différs, I would not
say that he is necessarily wrong.”

5.50. On being asked as to how many CBE/CVC cases have eomes. to
the notice of the Mimistry, the representative of Ministoy stated as
follows:

“Three complaints relating to- the officers at the Bowrd level have
come to our notice in the last. three years. The. first eom-
plaint was of a general nature without any specific charges.
This was forwarded to STC and they were asked to look
into it and take necessary action; this was in 1987. We got
the reply that they looked mto it and: it could met be sub-

T stantiated.”
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5.51 The Committee further pointed that as these complaints were
against Board level officers and enquired as to whether it was proper
to get these examined from STC. The witness stated:

“If it is of a serious nature we can ask an officer of the Ministry
to investigate or refer the case to the CBL.”

5.52 Asked as to whether any complaint was still pending conce:-
ning Board level officials, the Ministry informed in a written note that
ore complaint against Shri A. K. Sen, Executive Director made by one
Shri P. K. Patel regarding irregularities in the allocation of Castor Qil
was pending.

5.53 The Committee further enquired about the latest position of
this complaint, representative of the Ministry stated during evidence as
follows:

“This complaint is still pending with them.”

5.54 When pointed that how a senior board level officer can keep
quiet for the allegations against him, the witness replied:

“We will consider the suggestion.”

5.55 The Committee are quite unhappy to note that so far STC has
not considered the necessity for having g centralised cell for registering
the various complaints received from different sources like buyers, sap-
pliers, associates etc. Chairman, STC was quite candid to admit during
his evidence before the Committee that “Here I must admit that this sn
area where there is no central cell in the Corporation which can recelve
complaints, register them, record them and take action.” This is decidedly
a very sad commentary on the working of a big public sector under-
taking like STC which is in existence for the last 32 years, While
expressing their displeasure over this lapse, the Committee trust that as
assured by the Chairman, STC during the evidence, this centralized
system might have started working by now.. The Committec would
like to be apprised of the latest position in this regard.

.. 5.86.The Committee observe that there are several areas in STC
which are sensitive from vigilance angle and are open to corruption.
Some of the senstitive points and places likely to cause corruption are
reported fo have heen identified by STC and include placement of orders
on suppliers both for imports and exports. hiring of storage space,
awarding contracts for export/import commodities, appointment of agents,
selection'recrwitment and postings ctc. With regard to the remedial
measures undertaken by STC to overcome the existing loopholes in such
divergent areas the Committee have heen informed by STC that they
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have follewed the system of rotation of staff transferring 200 to 300
managers and staff members each year. Besides, a study of systems and
procedures is also being conducted by the VigHance Division with a
view to improve upon the existing system. The Committee, desire that
this study should be completed at the earliest and steps be initiated
to improve upon the existing practices and procedures with a view to
evolve a system which is free from present shortcomings.

5.57. The Committee regret to note that despite the fact that STC
is a large public sector undertaking having most of the areas which are
highly sensitive and prone to generate corruption and that there are
many CBI cases pending. there is no regular vigilance officer in the
Corporgtion who is qualified encugh to hold such a sensiive and impor-
tant post.. The Committee feel highly dissatisfied with the present sef
up of Vigilance Depurtment of STC which is reported to be headed at
present by one Chief Finance Manager, They fail to understand how 2
person with an entirely different background can do full justice to such
type of job. During the course of the evidence the Committee have been
informed that efforts were made in the past for appaeintisg suitable
officers through the Department of Personnel, but the same did not bear
fruit because the officers did net find this post attractive enongh, how-
ever, a decision has been taken recently to make this post more lucrative
offering thereby higher pay, mere facilities and some other perquisites.
The Commitice hope that S.T.C. would take steps to appoint a senior
aficer from LP.S. or Department of Personnel on this post so that he
}s able te discharge his functions independently, and is not susceptible
to any kind of pressure. The Committee expect that this aspect which
hitherto stands neglected will now be taken care of by the Ministry
and the Corperation

$.58. The Committee regret ¢0 note thet One of the weaknesses of
the Corperation has been that it has not taken appropriate action against
the gullty oficials even on the basis of CBI recommendations. STC’s own
vigiance division is evidently very wesk. This is farther strengthened by
the fact that as against the reported 42 CBI cases against STC officials,
the Corporation has given details of only 11 cases, Out of these only
two cases were referred by STC to CBI for investigation. .The other
cases have heen taken up by CBI themselves for investigation. The
Committee fail to understand how an outside agency could have bhetter
information in regard to the malpractices induiged in by the officials of
the Corporation as against its own Vigilance Department which appa-
rently miserably failed to take notice of such cases of corraption'tavoari-
tism ctc. The statement of STC that “there may also be some other
cases directly taken up by CBIU without reference of STC is repgrettable
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and shows the weakmess of the Vigilance Department of S.T.C. The
Committee v-onder how this Departiwent which is reported to be :deqoate
enough (o handle the complainis is functioning when it is not even aware
of the cases of irregularities under examination of C.BA. The Com-
mittec desire thai STC should spproach the CEI (o a:certuin  the full
position of cases pending against their officials,

.5.59 The Cummittee note that Shri Yoginder Raj, General Manager,
has bheen found guilty by CBI in two cases viz, alleged sale of imported
cement in black in 1984 and for having amassed disproportionate income.
CBI Report in the first case was received by STC in Junc 1988. How-
ever, Chairman, STC took about 4 months time in accordiag sanction
for the prosecution of the guilty official in the court of law, In the
second case the CBI Report was received on 29th December, 1988
recommending major penalty against the official and placing him under
suspension. The Chairman, .STC informed .the Committee durimg his
evidence that ‘CBI has now stated that in view of the fact that since the
concerned officer is retiring shertly he may not be placed under suspen-
sion’. The .Committce fail to umderstand as to why the concerned
official could not be placed under suspension in June 1988 itself when
he was found guilty by CBI in cement case.

'5.60 The Commitice are further astomished to note that in such
cases not only STC has failed to take action against the guilty officials
but they have also been allowed to avail of all terminal benefis like
Provident Fund, gratuity etc. The Commiftee have, foung that while
STC camnet retain P.F., it can certainly withhold payment of gratuity.
The Committee hope that in future STC will take due care in this regard.

5.61 Similarly. in another case, Shri B. N, Rao, Gencral Manager,
was found guilty by CBI. In 1980-81 he entered intojor was a party
to criminal conspiracy with S;Shri K. V. Seshadri, the then Manmaging
Director, FCI, Mis. Action S. A, Pari and their agents causing loss to
Government of India to the tune of about US dollars 8,54,000 apprex.
It is a matier of serious concern that while the Report of CBI was
received in Augost, 1984, the sanction for prosecution was accorded by
Chairman, STC as late as in January, 1986. The Committee are shocked
to note that STC even made a request to\ the CVC  to lower down the
punishment from prosecution in Court to departmental enquiry, The case
is now reported to be pending for trial in Court.

5§62 The Corrvittee ove pertnrbed to note that in spite of the fact
that a CBI enquiry was pending against Shri Rao, be was promoted
as General Manager wef 13-4-1983. The Committee take o serious
note of this especially when such a serious charge of crimimal conspiracy
causing thereby pecunmiary loss to the Government of India was pending
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against the concerneg official, at the time of promotin, The Committee

are surprised at STC’s explanation that the officer has been posted to a

non-sensitive division mnow, In Committee’s view transfer from one

division to another division is no punishment. The Committec desire that
in order to improve the wark culture of the oragnisation STC should
get rid of at least such officials who have been found guilty by CBI|CVC

of serious charges of criminal conspiracy or causing financial loss to
Government of India.

5.63 In yet another case Shri P. Srimannarayana, Marketing Manager
was found guilty by CBI in connection with irregularities in purchase of
tobacco. CBI recommended Shri Srimannarayana’s prosecution in the
Court and the sanction oders for the same were issued in April, 1982.
The case is pending tria! in (he court of special judge for SPE cases,
Vishakhapatnam. The Committee are dismayed to learn from STC
that the official retired in July 1984 and all retircment benefits includ-
ing P.F, and Gratuity were given to him.. In this connection, Committee
would like to draw thc attention of STC to their Death-cum-Retirement

Gretuity Regulations.  Scction 6(<) of these ru'es provides inter alia as
follows:—

“An employee against whom disciplinary action|procecdings are
contemplated or are pending at the time of resignationretire-
ment etc, will not be paid gratuity unless the action|prceed-
ings against him have been finalised. On finalisation of the
disciplinary proceedings, the rclease of payment of amount
of gratuity will depend uwpon the final outcome of the dis-
ciplinary proceedings and keeping in view the orders of the
disciplinary authoritv.” .

The Committee fail (0 undersiand as to how the payment of grataity
could be made to the officer in view of the ahove rules. The Committee,
therefore, desire that appropriate acfion should be taken .against the
officials who arc responsible for making payment of gratuity.

5.64 . The perusal of file of Shri Srimannaravana regarding his rctire-
ment by the Committee further shows the cxicat to which STC can go
in helping ifs oficials who have been found guiity by CBI and CVC, In
view of Court case aga'nst Shri Sr'mannaravana, he tendered his resig-
nation on 10-6-1983. The matter was then referred to CVC through
Ministry of Commerce. The Minist~v commrnicated as under:

“The matter was taken np with CVC who have adviseg as follows:
‘Ministry of Commerce may take their own decision on
accepling resigmation of Shri P. Stimannaravema, Marketing
Mansger, STC which is an administrative matter. In case his
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resignation is accepted, the Ministry may mention the fact of
criminal prosecution in the letter of acceptance.”

The Committee are surprised to note that instead of acting immediately
upon the advice tendered by CVC, Shri Srimannarayana on the contrary
was informcd to this effect in a manner which was suggestive enough and
was asked if he would yet iike to resign. Shri Srimannaraysna thereafter
on reconsideration on 4th July, 1983 requested that his resignation be
treated as volunfary retirement which couid not be accepted by STC in
the absence of rules to this effect. Thereafter on 18th January, 1984,
a request was made by him for withdrawal of ibe resignation which was
accepied and he was ultimately allowed to retire on attaining the age of
superannuation on 31st July 1984 and an order to this effect was issued
on 7th June, 1984. Regrettably there was no mention about the criminad
presecution. The facts in the fiie clcarly show the atiiiude adopted by the
officials of STC in the present case who tried to help the defauliing offi~
cials out of the way even when not less than 4 CBI cases were reported
to be pending agsinst him at that time,

5.65. The Committec fuarther note that CBI reports on the purchase
of Tobacco in 1978 had revealed that STC did not check the Central
Excise Register of the godown to cnsure that the stocks offered were of
the actual growers. Complaints were received that a number of bogus
agents/syndicates were formed and tobacco which did not belong ¢o
the actual growers was offered for sale and bought by STC. However,
the Commitiee are shocked to hear from representative of STC that the
matter is still under investigation by CBI though a period of about 10
years has elapsed. The Committee desire that CB} should be approached
immediately for finalising their investigation. Appropriate action should
also be taken against the officials found guilty.

§.66. The Committee regret to note that even though many cases bave
gone through the Ministry of Commerce to CBI, the Ministty have now
shown ignorance about these cases on the plea that as per the la‘est guide-
lines, vigilance cases of the Board level officers only come to them. The
Committee are not at all satisfied with such a reply and feel that heing an
administrative Ministry at least it should ensvre that appropriatc action
has been taken by STC in cases which come to the notice of Ministry or
cases which were referred to CBI throngh the Ministry, ITn Committee’s
view, the Ministry can not absolve itself of such responsibility.

5.67. As per the revised guidelines only complaints relating to Board
level officers arc sent to the Ministry, However, representatives of the
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Ministry informed the Committee during their cvidence that the Ministry
passes on these complaints to STC for examination. The Committee
wonder how STC will verify the truthfulness of complaints against its tup
level officials, For instance, in one Board level case STC is yct to give
reply to the Ministry. The Committee, accordingly desire that the Ministry
should caamine this matter with a view to improve upon the present
system.

5.68. From the examination of the above cases, the Committec have
noticed that the oflicers against whom allegations of serious nature were
pending or who were found guilty by CBI, were allowed to resign/retire
from scrvice and all the terminal benefits paid to the:n in violation of the
cxisting rules. The Committee cannot but express their serlons conecern
and anguish over such action on the part of STC authorities who allow-
ed the delinquent officers to go scot free. The Committee, thercfore,
desire that sctior should be taken against the officers who werc instru-
mental in relicving the guilty officers from STC. STC should alsy ensure
that such cases do not recur in foture.



CHAPTER VI
CONSTRUCTION OF OFFICE BUILDING

A. Contract for construction work

6.1 While examining the working of STC it came to the notice of the
Committec that the Corporation has recently constructed their office Build-
ing at New Delhi. In this conucction, the Committee pointed out that
Bureau of Puolic Enterprises hnd intimated to all undertakings as tur back
as in 1968 that CPWD was in a position to undcrtake civil construction
works ull over the country. It was also intimated that there were
several adventapes in entrusting the work to CPWD.

6.2 Asked by the Committce as to whether STC entrusted the cons:
truction work of their office buiiding to CPWD_ STC replicd in a written
riote as follows:

“The then STC Board does not appear to have donsiderrd appoint-
ing C.P.W.D for the Building Project. However, the BPF
gmdelines on involving C.P.W.D, appear to be only recommen-
datory in nature and not mandatory. But beforc awarding
the contract to the ecventual contractor. STC did contact
C.P.W.D. to intimate them about the proposed contract and
to ascertain whather C.P.W.D. would bc prepared to under-
take the building project on contract basis. The DG (W),
C.P.W.D, replied that C.P.W.D, could not enter into a con-
tract wnd exrluined that work could be undertaken as deposit
work in accordance with Government rules and that the
specifications {or the project would be as per the standards
laid down for similar Government buildings. STC decided
not to award the work to C.P.W.D. on this basis.”

€.3 During the course ¢f oral cvidence of the representnttves of STC,
the Committee wanted to know as to why the comstruction work could
not be entrusted to CPWD especially when CPWD had exoressed its will-
ingness to undertake the construction of office building complex as dcposit

work in accordance with Government rules. A representaitve of STC
replied as follows:

“This relates to 1979. The matter of placing the order for cons-
count CPWD laid down certain conditions statina that the
truction was delayed by fifteen months basically on this ac-

79
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work will be done according to their specification. All these
were not considered acceptable to the then Board. The full
Board met and considered all these things. They felt apparent-
ly that this was a prestigious building.”

6.4 On being pointed out by the Committce that by entrusting the
work to CPWD, chances of corruption etc. would have been less as
compared to giving it to private contracts, the witness stated:

“The full Board including the Financial Adviser of Commerce
Ministry took the decision. CPWD conditions were not ac-
ceptablc to the full Board.”

6.5. Asked as to whether open tenders were invited for awarding the
construction work, STC replied in a written note as follows:

“STC issued a press announcement for prequalification of parties
for civil works construction of the STC office building 28
applications were received. These were scrutinised by a tech-
nical committee and 9 parties were prequalified. Tenders were
issued to these 9 prequalified parties and thc contract was
swarded 1o Mj.. Consortium of Engineers (P?) Ltd,

Based on the revised quotations submitted by all the parties and
the rebate offered therein, M|s, Universal Consortium of Engi-
neers (P) Ltd. had emerged as the lowest tenderer.”

6.6 During the course of evidence of the representatives of Ministry
of Commerce, the Committee wanted to know as to whether Ministry ana-
lysed the pros and cons of the CPWD's offer before giving their approval
in favour of a private contractor. The representative of the Ministry replied
as follows:—

“This did not really require Ministry’s approval because the
! contract was not dpproved by the Ministry in favour of any
specific party. The decision was taken by the S5TC on its
own and the contract was awarded by them to the private
party, Universal Consortium. Only the estimates had been
approved by the Ministry and not the party, which was to do
the construction work.”

This was within their powers, After studying the pros and cons,
they took this decision.”

6.7. When pointed out by the Committee that STC had informed
that one of the reasons for delays in construction of the Building was due
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to delay in handing over the work to the contractor and the delay was
basically at the Government level, the witness stated:—

“We received a number of complaints including the award of con-
tract to private parties and other irregularities in 1979. After
which, the Ministry asked for all the details frcm the STC.
We consulted the Finance Ministry and the Law Ministry and
in between, there was also some delay as mentioned by the
hon. Member. There were a number of changes in the Minis-
try at that time. The Minister changed twice and in fact there
was a change in Secretary, In the process of consultation
with the various Ministries, it took some time. In carly
February, 1980 it was felt that we could not really change the
contract, which was already given. Anyway, the Ministry
advised the STC that this was something which they had to
decide themselves.”

6.8. When asked about the time taken by the Ministry in examining
the matter, he stated:—

“For about a year, from the beginning of 1989 to the beginning
of 1980.”

6.9 On being pointed out by the Committee as to whether the Ministry
came to the conclusion that it was too late to take any action, the witness
replied:— ¥

“This was the legal opinion which the Government receive from
the Ministry of Law. Since the contract was valid and binding,
nothing could be done to change it.”

B. Cost Over-run

6.10. For office building originally an estimate was prepared in Octo-
ber, 1976 by National Building Construction Corporation (NBCC) at
Rs. 476.10 lakhs. The contract of civil work was approved in February,
1979 in favour of M|s. UCE at about Rs. 438 lakhs. The cstimates were
tevised to Rs. 2590 lakhs in December, 1985 and subsequently approved
by Government in March. 1986. The final cost estimates is expected to
be in the region of Rs. 3280 lakhs.

6.11, The Committee enquired about the reasons for cost escalation
from Rs. 476.10 lakhs to Rs. 3280 lakhs. STC replied in 5 written note
as follows:—

“Originally an estimate was prepared in October, 1975 by M/s.
National Building Construction Corporation at Rs, 476.10
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lakhs including Rs. 283.20 lakhs for piling and civil works,
It appears this estimate was not prepared correctly. The con-
tract for civil works alone was approved in February, 1979
in tavour of M/s. U.C.E. at about Rs. 438 lakhs. Morcover
the High Powered Committee appointed by Government sub-
sequently concluded “there was under estimation in respect
of areas air condit.oning, extra cost due to structural pattern,
special glazing, lifts and’ electrical provision.

Assuming the above NBCC estimate to be the original project es-
timate the revised cstimate proposed to the Government by the
then Chairman, STC in December, 1985 and subsequently
approved by Government in March, 1986 was Rs, 2590 lakhs
(which includeg Rs. 205 lakhs for items not in the NBCC
estimate and Rs. 175.5 lakhs on account of fire detection and
fire fighting as against Rs. 9.5 lakhs in the NBCC estimate.)

The final cost estimate is expected to be in the region of Rs. 3280
lakhs (which includes as much as Rs. 600 lakhs on aecoumt
of items not included in 1986 Govermment approval of
Rs. 2590 lakhs).

The increase in costs has arisen from (i) under-estimate origmally.
(ii) due to delay in completion of building and consequent
increase in costs of inputs and (iii) due to items like fire
fighting equipment not originally provided.”

6.12 During the course of evidence of the representatives of STC
the Committee pointed out that the difference between the original esti-
mates and actual expenditurc was about 700 per cent. To this a represen-
tative of STC replied as follows:—

“I am not sure if the work had been given to CPWD the cost
would not have been that much. The high-powered Com-
mittee of the Government went on record that the estimate
prepared by the NBCC was gross-under-estimate.”

6.13 The Committee also wanted to know as to whether STC had
obtained the approval of Government for the expenditure beyond Rs. 2590
lakhs. The witness stated:—

“It has not gone to the Government till today.”

6.14 On being asked by the Committee, STC subsequently furnished
the jtem-wise details of cost escalation. (As per appendix-I)
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6.15. During the course of oral evidence of the representat'ves of the
Commerce Ministry the Committee enquired as to whether the Ministry
had examined the reasons for huge cost escalation from Rs, 475.10 lakhs
to Rs. 3280 lakhs. The representative of the Ministry replicd as follows:—

“Of the total escalation of Rs. 21 crores, about Rs. 4 crores was
due to the change in specifications, around Rs. 3 crores was
due to extra items of work which were not originally provided
and around 13 crores was due to escalation due to time over
run from 1977 to 1986. In percentage terms, it is about
22 per cent, 16 per cent and 63 per cent respectively.”

6.16 In reply to an another query about cost escalation from the Com-
mittee, the witness stated as follows:—

“In fact, this is also one of the subject matters which is under
the examination of CBI. We have asked them to go into the
whole matter right from the award of contract to the escala-
tion, irregularities and various other allied matters, We hope
the CBI in the course of investigation will throw some light
on this.”

C. Time Over-run

6.17 As per the tender for civil works issued in 1978-79 the civil
works were to be completed within 30 months of issue of letter of intent
i.e, by September, 1981. However, as per the new addendum signed with
civil contractor in July, 1987, the civil works were to be completed by
end of September, 1988. Thus there has been delay of about 7 ycars in

the completion of the Building.

6.18 Asked about the reasons for delay of about 7 years in completion
of the building. The STC replied in a written note as follows:—

“The delay in completion has been mainly on account of:—

(i) Delay of 15 months in handing over the site to the civil con-
tractor,

(ii) inadequate supply of cement/steel by STC to the contractor
during 1981-82 because of heavy ASIAD constructicn in
Delhi and non-availability of workers,

(iii) 3 months delay in 1984 due to collapse of scaffolding during
construction and death of workers,

(iv) claim of the civil contractor for revision of rates duc to

above factors and consequent further stoppage of construc-
tion, and
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(v) incorporation of additional fire protection measures.”

6.19 As regards the latest position, STC informed as follows:—

“At the moment the Building is undergoing fire fighting and other
equipment tests, (awaiting no objection certificate from Delhi
Fire Service) and Interior furnishing and is expected to be
ready for occupation in the next 4-5 months.”

6.20 During course of oral cvidence of the represencatives of STC
the Committee enquired about the reasons for delay of 15 months in

handing over the site to the civil contractor. A representative of STC
replied as follows:—

“After the tender was opened, the question arose whether the
contract should be given to CPWD or to NBCC or to some-
one else. Basically the delay was at the Government level.”

6.21 The Committee also wanted to know as to whether STC exa-
mined the matter with a view to fixing the responsibility on individual
officers for the delay. The witness replied:

[SheH “NO. Sir.”
He added:—

“Whenever there has been revision of estimates, it has been going
to the Board and to the Government and the reason for the
delay has been asked. I presume, everybody was satisfied
that there is no individual who is responsible for this delay.”

6.22 The Committee further enquired as to whether there was any
penalty clause in the agreement entered into with contractor for delay in
construction work, The witness stated “Yes, Sir.”

Asked as to whether any penalty has been imposed on the contractor,l
he replied:— :

“You arc right, Sir, but we will have to check up the reason for
the delay.”

6.23 During the course of oral evidence of the representatives  of
Ministry the Committee wanted to know as to whether they have analysed
the reasons for delay in completion of the building. The represcntative of
the Ministry replied as follows:

“The Government appointed a Committee to go into this, under
the Chairmanship of Mr. Fernandes. This Committee went
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h?to details and came to the conclusion that the reasons
given by the STC were correct.”

Defzcts in the Building

6.24. The building had developed cracks in the vertical posts and in
certain longitudinal ribs of STC’s block at the ends around large diameter
AC Ducts.

6.25. The Committee also visited the building and it was noticed that
the cracks were visible in basement and other two floors. The Committee
enquired about the steps taken to rectify these cracks. STC stated in de-
tailed written note as follows:—

“1.1. The Government of India vide Ministry of Commerce OM
No. 19(35)/74-FT(ST) dated 28th April, 1984 set up a High
Powered Committee (HPC) on STC’s Building Project to
examine specifications, likely cost, revised time schedule of
completion, need of centraj air-conditioning etc. The Committee
submitted its report to the Government on 31st August, 1984,

1.2. The High Powered Committec in its report had inter alia
recommended “In view of the complex structural pattern and
certain deviations from IS Code 1893-1975, it is suggested
that STC get the structural design checked independently in-
cluding the effect on pile foundations which were provided be-
fore full analysis and subjected to inadequate tests.”

2. Accordingly in May, 1985, M|s. Engineers India Limited (EIL)
were instructed to undertake the review of the structural design including
the effect on pile foundations, EIL in turn had associated the Indian
Institute of Technology (IIT) to undertake the review.

3. Arising out of their routinc inspection of the STC building com-
plex in December, 1985 Technical Examiners Organisation Central Vigi-
lance Commission had made inter-alia the following observations on the
structural design of the building:

“Cracks have appeared in the R.C.C. ribs on the first floor where
the office of the EIL was located. @ These cracks are at
about 30 deg. to the horizontal and have occurred imme-
diately on one sidz of the duct opening the diameter of which
is about 90 per cent of the depth of the rib and appear to
be due to inadequate reinforcement to resist the sheer trans-
ferred by dowel action of the main reinforcement. At many
places these cracks were observed. The cracks are quite
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serious in nature, The same may please be got investigated
by a structural expert of Engineers India 14d. and remedial
measures proposed may be intimated to this organisation
alongwith a report of the investigating agency.

ROC brackets supporting the ramp from CCIC portion to the STC
portion were found cracked. This may please be got investi-
gated by a structural expert of EIL and his Investigation Re-
port furnished. The cracks appears to be scrious and could
result in catastrophic collapse.”

4. The Technical Examincr’s observations were also referred to Mis.
Engineers India Limited for investigations and comments.

5. EIL confirmed that:—

(a) the design of 23-storey and 14-storey structure of STC build-
ing complex has been cleared for construction by IIT (March,
1986);

(b) the foundations of 23 as well as 14-storey building are safe
to carry the design loads. Corc walls, virendeel girders in-
cluding vertical posts are also adequatc to carry the design
loads (August, 1936).

(c) (i) Concrete being weak in tension, micro-cracks may always
occur. Micro-cracks may sometimes develop into visible
cracks duc to several reasons such as shrinkage, tempe-

rature, creep inadequate reinforcement etc.  The presence

of cracks may not be harmful perse, but it is important that
cracks do not open out as the time progresses, Some of
the cracks may occur due to complex interaction of several
of the above causes occuring simultancously.

(ii) Cracks in the secondary ribs, virendecl girders, brackets,
etc, will not cndanger the safety of the structure. In
such cases where the elements arc structurally safe and
where the cracks do not open out, it is not important to
ascertain the cxact cause of such cracks.

(iii) However. the cracks in primary ribs do not fall in above
category,

(iv) Some ribs on second and third floor of 23 storey block
are indaequately reinforced. This has occurred due to
prematuse curtailment of bottom reinforcement ic. at a
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point where the same is still required to transfer the
stress through bLond,  This  ‘Inedequate Anchorage’
results in incrcase stresseg in steel and concrete in the
region near the curtailment.  As these arc main ribs
these need to be strengthened.

(v) Some of the main ribs on lower floors (upper ground
and first floor) are inadequately reinforced to carry shear
- around the cut outs for ducts etc.

(vi) Immediatc stcps be taken for strengthening the above
mentioned ribs,

(vii) RCC brackets supporting thc ramp are adequate.

6. On review of EIL|UITs findings, however, the Structural Consultant
clarified that “cracks in the ribs had appearcd immediately on depropp-
ing them and since then have not shown any further signs of distress.
They have also gone through almost the full design loading during cons-
truction of upper floors and are now subjected to the total designed dead
load and partial live loads.”” They were therefore of the opinion that
“thc ribs are not under designed and that there is no damages to the
building as mentioncd in the report given by UT.

7. The Board Building commiitec of STC considered the opinions of
both EIL as welt as the Architect and it was decided that since the safety
of the building is of prime consideration, t4¢ rccommendation of EILS
HI'T to strengthen the affected ribs has to be carricd out. Necessary action
has already been taken for undertakings strengthening work.

An cxpenditure of about Rs. 10.5 lakhs has been incurred by the
STC towards the sealing and cpoxyerouting of the cracks and the esti-
mater cost towards strengthening of ribs is about Rs. 1.5 lakhs.”

6.26 STC further stated that the cracks have been sealed with epoxy-
grouting as suggested by th: architects’ Structural Consultant at a cost of
about Rs. 10 lakhs,

6.27 In regard to strengthening the ribs on 2nd and 3rd floor, STC
stated as follows: —

“Even though the architect and bis structural consultant did not
agree with this as a matter of abundant caution, as finally
agreed to by the Architect/EIL!ITT. steps have been taken
for strengtheaing the ribs at a cost of Rs. 2 lakhs approx.”
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6.28 During the evidence of the representatives of STC the Committee
wanted to know as to whether any responsibility has been fixed for cracks

cither an architect or contractor. A representative of STC replied as
follows: —

“It bas not been established that design was the reasons for the
cracks.”

6.29 The Committee further wanted to know as to whether the build-
ing bad design defects or structural defects. The witness replied:—

“It has not keen cstablished that there is a structural defcct. As
good managers in charge of the building, they felt that a com-
mittee should go into it. They appointed committee accord-
ingly. The Committee opined that such minor cracks are
natura] for variety of reasons that arises.”

6.30 In reply to an another question the Committec were informed
by the witness that M(s. Ra; Rewal & Associates were architects of the
building. Asked about the action taken for imposing penalty on them
the STC replied in a written note as follows:—

“The question of payment of the professional fee to the Architect
in the context of thc above was considered by the Board
Committee on Building Project of the STC, Since the liability
of the Architect as per contract with the architect is restricted
to 10 per cent of the total fees payable, it was decided by the.
BBC that the payment against the Architect’s bill can be
released with 10 per cent being retained for adjustment of
STC’s claim. if any.”

6.3% During the course of evidence of the representatives of Ministry
of Conmerce the Committec drew the attention of the witness to the
various defects and cracks in the Building. To this representatives of
the Miuistry replied follows:—

“We reccived other complaints also. In fact thc matter was re-
ferred to the CBI for inquiry. We have been pursuing with
the CBI to expedite its report.  The matter is still with the
CBI. This entire question is being investigated by the CBI.
Recently, the Commerce Secretary has written g D.O. letter
to the Director of the CBI requesting him to expedite his in-
quiry and let us have the recommedations as quickly as pos-
sible. The Ministry itself has referred it to the CBL”
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6.32 The Committee wanted to know as to when CBI started the in-
vestigations into the matter, The witness replied:—

“Reference was made to them on 16-4-1987."

6.33 Asked as to whether the Ministry had received any report from
CBI, he stated:—

“They had registered a preliminary inquiry in November 1987.
We have been reminding them also.  In fact, the Secretary
wrote to the Dircctor, CBT a few months ago requesting that
the inquiry should bc completed soon.”

6.34. Recently, STC has constructed their 23 storeyed office complex
which is reported to be the highest building in Delhi on Tolstoy Marg in
New Delhi. The Committee’s examination has revealed several disquieten-
ing features in regard to the construction of the building. Despite the fact
that the Bureau of Public Enterprises issued guidelines as far back as fn
1968, inter ali: recommending that CPWD, being a Government agency
was in a position to underiake the Civil construction work and there were
several advantages in entrusting this work to CPWD, the construction work
was assigned to privale contractor by STC in February, 1979. The Com-
mittee fails to comprehend as to why the work could not be awarded to
CPWD and more so when they were willing to undertake this work as
deposit work in accordance with the Government rules and as per the stan-
dards laid down for other similar Government buildings. The contention
put forward by STC to the effect that the work was not entrusted to CPWD
because it was felt that the building is prestigious, fails to satisfy the com-
mittee. The Committee also do not understand the logic behind laying down
of such a lavish design for this building especially in view of several guide-
lines and detailed instructions issued by BPE from time to time for exer-
cising utmost economy with regard to the construction of Administrative
Buildings, Taking note of the huge cost escalation, time over-runs and
cracks in the huilding and subsequent CBI case in this matter, the Com-
mittee are of the firm opinion that the constraction work should have ap-
propriately been awarded to a Government Agency like CPWD or NBCC
which are alreadv undertaking huge construction work on behalf of Gov-
ernment and Semi-Government Departments.

6.35 For office bullding a cost estimate was prepared by National
Building Construction Corporation (NBCC) at Rs. 476.10 lakhs, The con-
tract of civil work was approved in February, 1979 in favour of private
contractor (M/s. UCE) at about Rs. 438 lakhs, The Committee are quite-
unkappy and are rather astonished to note that estimates were revised to
as high as Rs. 2590 Iakhs in December, 1985 ang the same were approved
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by the Ministry in March, 1986. What further dismays the Commitice is
that final estimates for the building are now stated to be as much as
Rs. 3280 lakhs which is almost 8 times the original estimatcs and the
expenditure beyond Rs. 2590 lakhs has yet to be approved by the Ministry,
The reasons put forward for the cost escalation of about 700 per cent in
‘the construction of the office building are stated to be under-cstimation by
NBCC, cost escalation due to time over-runs and expenditure on items like
fire fighting equipment which were not included in the original estimates.
The Committec are not convinced of the reasons advanced by STC as these

factois should have been taken care of at the time of preparation of original
estimates.

6.36 The Committee further regret to note that apart from huge
escalation has also been time over-runs in the construction of the .bnild-
ting. As per the tender for civil works issued in 1978-79 the givil works
were ‘to be completed within 30 months of the issue of lefter of intent i.e.
by September, 1981. However, as per the new addendum signed with the
contractor in July, 1987, the civil werks were to be completed by Septem-
ber, 1988. Thus, there has been a delay of about 7 years in.the completion
of the boilding. The representatives of the Mlnlsm were canded enough
tn their admlqsmn before the Committee that about 65 per cent of the cost
escalation has been due to time-over runs alone. The main reasons for the
“abnormal delay given by STC are delay of about 15 months jn handing
over of the site to the contractor inadequate supply of cement/steel during
1981-82 ‘due to ASIAD, incorporation of additional fire protection,moa-
‘Sures etc. The constraints faced due to ASTAD were only for a short period
of one vear (1981-82) and so far as handing over of the site was concerned
it was the responsibility of STC entirely.

. 6.37 The Committee arc, therefore, not at all satisfied with the reasons
put forward by STC which do not justify long delay of 7 ycars, The Com-
mittee is also pained to note the slack attitude of the Ministry in this regard
as they also delayed the maiter when complainis were received for hawing/
awarded the contract to a private comtractor amd .eat ower . the. issue for
almost one peer i.c, from 1979 to 1980. It appears fo the Conmnitiee that
STC has failed miserably in monitoring the pragress of .the construgtion
work of the officc building. Timely completion .of the construction woukl
have not only reduced the cost considerably but STC could also have
benefited a great deal by either renting out the complex or by sclf-occupa-
h. Poow
6.38 The Committec are farther distressed to find that besides the Wage
cost and time over-rams, fhe bhuilding had developed cracks in three floors.

TPhe Committee visited the building for am on-the-spot study and noticed that
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cracks were visible in basement and other two floors, What disturbs the
Committee further is that STC has not so far been able to establish definite
cause for these cracks and hence no responsibility has been fixed on the
contractor or the architect. Evasive replies of the representative of STC
in this regard failed to satisty the Committee during the evidence. The
fact, however, remains that both EIL/IT have recommended strengthening
the affected ribs. An expenditure of approximately Rs. 1.5 lakhs has been
spent for strengthening the ribs alone besides an expenditure of Rs, 10
lakhs incurred towards sealing the cracks,

6.39. The Committee have been informed by the representatives of
the Ministry of Commerce, that in the context of cost gnd tfime over-rams,
cracks in the building and similar complaints, the matter has heen referred
to CBI in 1987 and they have been asked to investigate in detail the whole
matter right from the award of the contract to the escalation, irregulatities
and various other allied matters. In view of this, the Committee recom-
mend that matter may be taken up at the highest level in the Government
for getting the CBI report expedited. The Committee expect that heth STC
as well as the Ministry would take immediate follow-up action on this re-
port. The Committee would also like to be apprised of the recommenda-
tions of CBI and the subscquent action taken thereupon both by STC as
well as the Ministry,



CHAPTER VII

CONSTRUCTION OF COMMUNITY CENTRE AT STC COLONY.
NEW DELHI

7.1 For construction of Community Centre at STC Colony, New Delhi,
a contract was awarded in April, 1979 to a local firm of contractors
for Rs, 11.98 lakhs. The construction was to be completed by
January 1980 including extension of time allowed, The designs were
prepared by the Company’s Chief Engineer and the work was executed

under his supervision. The tota] cost of the work however, amounted
to Rs. 20.10 lakhs,

7.2 During the course of execution of the work, roof of the Com-
raunity Centre Hall sagged by | to 2 feet and cracks appeared in its
beams. The defects were pointed out to the contractors in February,
March. May and October, 1980 by the Chief Engineer, but remained
unattended to by the contractors. A firm of architectslengineers engaged
in October 1980 to give its opinion regarding the strength and soundness
of the construction pointed out that the failure of structure could be
either due to design deficicncy or faulty construction and advised the
Company to approach the Department of Civil Engineering, University
of Roorkee, for carrying out the necessary tests to determine the strength
of the concrete. The University was approached by the Company in
March 1981 and it stated in its interim report in August 1981 that
cracks had reached upto the top of the beams in many cases and it did
not appear to be safe for any one to enter or remain under the roof
without due precaution. In the final report of the University received
in September 1982, sagging the roof was attributed mainly to the struc-
tural failure of beams due to inadequate provision of bottom stee as
well as poor quality of concrete.

73 In the meantime, Chicf Engineer informed the contractors in
March, 1981 that their final bill (Rs. 2.36 lakhs) was ready and that
they should sign the measurement book so that further action could
be taken. The Chief Engineer also certified in the measurement book
that the work had been done as per specifications, despite the defects
pointed out by him in 1980 having remained unattended to. The 'pay-
ment of the final bill was. however, not made to the contractors.

92
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7.4 Arbitration proceedings were initiated in October 1982 at the
instance of contractors. In view of Roorkee University's report regard-
ing inadequate steel reinforcement in the design ias also the Chief Engineer's
letter of Maroh 1981 to the contractors and his certificate in the mea-
surement book that the work had been done as per specifications, the
Arbitrator disallowed all the claims of the Company and gave his award
in favour of the contractors in May 1984 for payment of the balance
of Rs, 2.23 lakhs due to contractors alongwith interest 18 per cent
p-a. from June 1981 till date of payment, The payment was made in
September 1985 and January 1986 (Rs. 3.87 lakhs).

/

7.5 STC informed the Audit in May 1985 that “...... action against
the then Chief Engineer could not be taken on the basis of interim report
of Roorkee University and the final report was received on 3-9-1982
when the Chief Engineer had already retired.”

7.6 Ministry informed the Audit in February 1987 that “Vigilance
Division of STC is conducting jurther inquiry to fix responsibility om
odficers other than Ex-Chief Engineer on (he advice of C.B.I. and....
it has not been possible to demolish and reconstruct the defective part
of the building pending scttlement of dispute with the contractor in
the arbitration proceedings and subsequently the High Court of Delhi.”

7.7 The Committee cnquired about the findings of the Vigilance
Division in regard to fixing the responsibility in the matter. STC re-
plied in a written note as follows:

“The University of Roorkee had opined that the sagging of roof
was due mainly to the structural failure of the beams due
to inadequate provision of bottom steel as well as poor
quality of concrete.

It bas been seen that the contractor had pointed to the Chief
Engincer, Building Division, STC vide their letter dated
10-8-1979 about the inadequate quantity of steel and thick
ness of RCC stipulated.

— The Arbitrator had opined after the testing concrete that
the contractor had provided the concrete as per specifications
of STC and that there was also design defect for which con-
tractor was not responsible,

— The Vigilance Division after examination came to the con-
clusion that since the Chief Engineer—STC was himself
bandling all aspects of project management from designing,



94

lnymg dowh specificatiqps  even recording the measurements
in the measurement book and certification and verification . of
contractor’s bills, it was difficult to fix responsxblhty on any
officer other than the then Chicf Engineer himself.

The said Chief Engineer has retired in ‘December, 1981
whereas the final report of the university of Roorkee was
received in September, 1982 and the arbitrators ‘finding; were
received much after this date” -

7.8 During the course of evidence of the representatives of STC the
Committee wanted to know as to whether the Chief Engineer was allow-
ed to avail retirement benefits. A representative of STC replied as
follows:

“He was not entitled to gratuity. At the end of the contracting
iperiod, he was allowed only the terminal benefit.”

7.9 Asked sbout the terms and conditions of the contract with Chief
Engineer, the witness stated:

“It was basically relating to salary and other benefits. There are
stipulations about provident fund, Gratuity etc. with our em-
ployees also.”

7.10 When asked as to whether STC was in a position to take any
action against the retired officials. the witness replied:

“We have no machinery and we have no rule.”

7.11 The Committee also enquired about the outcome of the settle-
ment regarding payment to contractor through arbitration proceedings
and subscquemly the High Court, Delhi. STC replied in a written note
as follows:

“Firstly, the case was referred to an Asbitrator who gave an
award for payment of Rs. 2,22,589.70 due to- him as per
his bills | interest @ 18 per cent per annum from 1-6-1981
till the date of payment to the comtractor. STC filed the
objections in the High Court so that the pressure may be
maintained on the contractor and an amicable settlement of
the award may be arrived at. The High Court also recon-
firmed the award given by the Arbitrator and an amount of
Rs. 3,87,206.33 was accordingly paid to the contractor.”
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7.12 The Commitice further wanted to know as to whether the qom-

munity centre has been demolished ang reconsiuructed lor use.  SIC
stated in a written reply as foilows: o

“Community centre has to be partially demolished and reddvated.
We have appointed a consuitant for renovatis of tag same.
The consultant has given his estimate dexpenditure ' at Rs:
16,51 lakhs. The tenders for thé¢ partial>demolion &nd:
renovation of the community centre have been invited and'
'thé “actual expenditure involved would be known aiter' open-
ing of the tenders.”

713 'The Committee are perturbed to note that STC constructed a
Community Centre at its colony in New Delhi in 1980 at a cost of Rs. 20.10
lakhs as against the estimated cost of Rs, 11.98 lakhs, This Centre has not
been put to any use so far. The design for the Centre was prcpared by
the Corporation’s Chief Engineer and the work was executed under his
supervision. During the course of execution of the work, roof of the Centre
sagged by 1 to 2 feet. In this connection, STC approached University of
Roorkee to give their opinion about the cause of the defect. The Roorkee
‘University opined that since the cracks had reached upto the top it was
not safe for any one to enter or remain under the roof. It was also stated
that sagging of roof was mainly due to structural failure of beams as a
result of inadequate provision of bottom steel as well as poor quality of
concrete.

7.14 The Commiftee are astonished at the role played by the concern-
ed Chief Engincer in the whole episode. Alhough the defects pointed out
by him to the contractors in 1980 remained unattended, he inforined the
contractors in March, 1981 that they should sign measurement book so that
action could be taken to make payment to them. The Chief Engincer also
certified in the measurement book that the work had been done as per spe-
cifications, As regards the action taken against the Chief Engineer STC
informed the Committee that no action could be taken on the basis of
fnterim report of Roorkee University and the final report was received on
3-9-1982 when the Chief Engineer had already retired. The Commiftee
feel sorry to hear from the representatives of STC that at present there is
no rule or machinery under which they can take action against the retired
persons. They arc unable to comprehend this position. Aun officer found
guilty of criminal charges cannot be allowed to go scot free. They, therc-
fore, reconmend that this matter should be entrusted to CBI for inquiry
against the retired Chief Engineer and he may be prosecuted in Court of
Law, if found guilty. The Committee desire that action shoulg alse be taken
against the officers responsible for making payment of terminal benefits to

the Chief Engineer.
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7.15 1t also came out during the examination that no responsibility
could be fixed in this case on any officer of STC other than the Chief
Engineer as he was handling all matters relating te the construction of the
Centre like designing, laying down specifications, even recording the
measurements in the measurement book and certification and verification of
contractors bills himself. This clearly shows the lacunae in the working
system of STC. The Committee desire that the Corporation should under-
take an indepth study of the different channels of work submission at
various levels with a view to ensure that in future no individual officer deals
with a particular work alone and there is a system of checks and balsnces.



CHAPTER VUI

ROLE OF THE ADMINISTRATIVE MINISTRY -

A. Lack of continuity in top Management

8.1 STC is an autonomous company owned fully by the Government
of India. Though the overall policy and guidelines are detgrmined by
the Government, al] the powers for managing the business and affairs
of the Corporation rest with the Board of Directors. The Board com-
prises of the Chairman and five full time executive directors in addition
to some non-executive directors appointed by the Government.

8.2 However, there have been frequent changes in the incumbent
for the post of Chairman during the last 5 years as is evident from the
following table:—

- —— - = —————— . e e e — e

Name Period Remarks
1. Shri P.C. Luther 212598853 to Resigned on personal reasons.
2. ShriS.V.S. Raghavan 8-7-85 to  Shri Raghavan was Chairman
10-2-86 of MMTC and held part-time
charge of STC.
3. Shri R.K. Dang 10-2-86 to  Addl. Secy,. in the Mini and
1-10-86 held part-time charge of STC.
4. Shri Sudhir Mulji . . 1-10-86 to Left on health grounds.
8-10-87
§. Shri P.G. Murlidharan . . 15-9-87 to  Addl. Secy. in the Ministry. Held
31-3-88 part-time charge of
6. Shri M.Y. Priolkar . . 1488 to  Addl. Secy. in the M . Held
30-11-88 part-time charge of STC.
7. Shri T. Prakash . 30-11-88 to Executive Dir. of STC asked
29-12-88 to perform functions of
Chairman till further orders.
8. Shri Bhupinder Singh . owel. Appointed as full time M
pin 29-12-88 irector and ofﬂcndn;m
man.
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8.3 Explaining the impact of frequent changes at the top level,
Chairman, STC, inter alig stated, during his evidence, as follows:—

“We have a very very wide infrastructure facilities. The only
thing that we could not do was that these were not properly
channelised because of the chief executives’ temporary stay.
Long term planning was not done, Nobody looked ahead
towards ihe organisation. Every body was busy in disposiug
of the day-to-day work.”

8.4 During the course of evidence of the representatives of the Mini~
stry of Commerce the Committee pointed out that it was.the responsi-
bility of the administrative Ministry to ensure continuity in the top man-
agement of the undertaking under its administrative control. To this the
representative of the Ministry stated:—

“From the changes as given here in the list, it does look quite
impressive but it is not as if the Government kept on chang-
ing the Chairmen.”

8.5 When pointed out by the Committec that the Government took
about 15 months time in appointing the present Chairman, the witness
replied: —

“Mr. Raghavan was in charge till February, 1986. Mr, Luther
left on personal grounds. It did not give the Government
enough time to go through the process of selecting the Chair-
man. Likewise, Mr. Mulji also left on health grounds. If
the vacancy of the Chairman arose in the normal course,
_Government could have taken steps to fill it.”

8.6 Asked about the adverse affect on the working of STC due to
lack of comtinuity in top management he stated:—

“While, the search for a Chairman went om, the Additional Se-
'~ cretary held charge in addition to his own work in the Min-
istry. The need for a full time Chairman gannot be over-
emphasued but. out of. officers, two of them, Mr., Murlidharan
and Mr Priyolkar, were Directors earlier. They were fami-
liar mth the working of the organisation. We have looked
at the: profits of the organisation in the context of this ques-
tion. In terms of performance, it does not appear as if the
perfornunce of the uxgumsanon was affected too adversely
as a result of part-time Chairman because looking at the
figures of profits of the dast four years from 1984 to 1988,
we find that the organisation did make substantial ‘progress.”
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R.7 When pointed out that profits of STC were mainly due to cama-
lised imports, the witness replied:—

“I would like to say that the need for a full-time Chairman is
definitely to be underscored. I don’t think the Ministry will
disagrec with the hon. Members’ views in this regard. I
admit that there is the need for a full-time Chairman. But
when the two Chairman- left without notice....”

8.8 When asked as to whether it would not increase the efficiency
of STC in case there was full time Chairmap instead of part-time Chair-
man, the witness replied:—

“Yes, Sir. As compared to somebody in the Ministry holding
‘part-time charge as Chairman, it would no doubt be better
if a full-time Chairman is there.”

[
8.9 Asked about the position of the present CMD the witnesg re-
plied that, “He is full-time Managing Director and officiating Chairman.”

8.1G The. Committee further pointed out that definite terms are given
to Chairman or Managing Directors and wanted to know about the term
glven to the present CMD. The representative of the Ministry replied,
“It is under the ocomsideration of the Government. That matter has not

yet been degided.”

8.11 On being asked by the Committee about the rationale behind
making appointment of officiating Chairman, the witness stated as fol-
lows: —

“T would like to submit that I cannot answer this question at this
stage because the matter is still under the consideration of
the Governmemst about the appointment of Chairman.”

B. Organisational set up in the Ministry

8.12 As regards the organisationa] set up in the administrative Mini-
stry, the Committee have been informed that in the Ministry of Com-
merce, there is an administrative Division named Foreign Trade (State
Tradmg) handling all administrative matters rclzmn ~to STC. The ad-
mmxsuatxve Dwmon is headed by a Joint Secrcmry During the course

e\}i gf the representatives of the Ministry the. Committee. pointed
out that Joun Secrctary of the Ministry was head of the Administration
wing for S[‘C in the Ministry. However, the Additional Secretary of
the Ministry of Commerce was hoiding the charge of part-time Chairman
of STC from,, 10-2-1986 to 1-10- 1986; from 15-9-1987 to 31-3-1988

and from 1-4-1988 to 30-11-1988.
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8.13 Asked as to whether the Joint Secretary was able to exercise
admunistrative control over the functioning of STC particulatly when
Additional Secretary of the same Ministry was working as Chairman of
the undertaking, the representative of the Ministry stated as follows:—

“The Ministry does not oversee the functioning of the STC on a
day-to-day basis. All that the Ministry does is to monitor the
progress of the organisation on the basis of the action plans.
The Joint Secrctary though is incharge of the Division to
oversee the work of the STC, does not function entirely in
his personal capacity as such; he functions on behalf of the
Minister and the Secretary. In respect of all important decisions
relating to the organisation, files are put up by the Joint Sec-
retary to the Secretary or Minister.”

8.14 When pointed out by the Committee that it was going on for
the last about 5 years, the witness stated:—

“Generally speaking what has been ensured is that the Joint Sec-
retary dealing with the STC is not under the Additional Sec-
retary who has been made in charge of STC as its Chairman,
it certainly sounds somewhat odd. But very often there
are instances of this kind. Even the Chairman, Tea Board
is a pretty senmior officer and there is an Under Secretary or
a Deputy Secretary who is far lower in rank looking after the
Tea Board. While here the situation is somewhat different,
as far ag possible efforts are made to see that the Joint Sec-
retary dealing with STC is not placed under the Additional
Secretary and Chairman, STC.

Your point is well taken, But this was done under circumstances
when suddenly the Chairman left and we had to appoint
‘ someone else in that position.”

C. Role of Government Nominees

8.15 From the information furnished to the Committee it is noticed
that there are four Government nominees on the Board of STC. However,
no important case or shortcoming in the working of STC was included
in the agenda of Board at the instance of these Government directors
during the last 3 years. Similarly, no irregularitics or shortcomings have
been brought to the notice of Government by these Government Directors
on the Board of STC during the last 3 years. During the course of evi-
dence of the representatives of the Ministry of Commerce. the Committee
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wanted to know about the role of Ministry"s nominees on the Board of
STC. The representative of the Ministry stated as follows:—

“The role of the Government Directors is to ensure—

(a) that the operations of the Corporations are in line with
the Government’s policies and priorities;

(b) to ensure that the directives of the Government are faith-
fully carried out by the Corporation; and

(c) as Government Directors on the Board, to participate fully
in all the activities and the deliberations of the Board

meetings.”

8.16 On being further pointed out by the Committee that no impor-
tant case of irregularity was pointed out by these Government Directors
to the Ministry nor any important case or shortcoming in the working of
STC was included in the agenda of Board at the instance of these Gov-
ernment Directors during the last 3 years, the witness stated:—

“It would not be right to say that there is no feed back to the
Ministry from thesc Directors. Feed back may not be in the
nature of a written report, but certainly these Directors bring
their views to the notice of the Ministry.”

8.17 Asked as to whether the Ministry was maintaining record of
feed back from Government nominees, he replied: —

“Yes, Sir, on our files there are a number of notings recorded by
these Directors ahout specific issues discussed in the Board
meetings and their views on them.”

8.18 In reply to another question the witness replied:—

“Whether there are official or not on the Board, the Directors from
the Government side are there. At present, there is nobody
from the Commerce Ministry to represent there but there is
usmlly an officer from the Ministry. The other Directors are
the Joint Seoretary from the Department of Petro-Chemicals,
the Joint Secretary from the Civil Supplies and the Additional
Secretary from the Ministry of Finance (Department of Eco-
nomics Affairg).”

8.19 When asked ahout the present renresen®tive of Commerce
Ministry, the witness stated :

“No, Sir. There is no Director from the Ministry since one month.”
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8.20 Asked about the previous practice, the witness informed:—

“The Additional Secretary was on the Board. He left the Ministry
and the Finance Adviser has also left the Board three month
back.”

8.21 Enquired as to whether both officers were still in Commerce
Ministry, the witness replied:—

“No, both of them have left the Ministry. That is why we have no
Dircctor at :present moment.”

" 8.22 Regarding the role of Government nominees other than the Min-
istry of Commerce, he stated:—

“In practice, say from thc Department of Civil Supplies, the per-
son would look after the interests of civil supplies.”

8.23 The Committee also pointed out that the Statutory auditors in
theiy Report on the accounts of STC for the year 1987-88 had recom-
mended inter-alia as follows:—

“The Internal Audit conducted by the Internal Audit Department
of the Corporation heeds further strengthening to make it
commensurate with the size and nature of business of the
Corporation.”

8.24 Asked as to whether the above observation of auditors came to
the notice of the Ministry during its reviews, the representative of the
Ministry replied as follows :—-

“Tt was discused at the time of the Annual General Meeting when
the annual accounts were presented ang it was in the inter-
est of the manhagement that the steps should be taken to
strengthen the internal audit system and we understand that
necessary action has been taken in this regard.”

D. Performance Review Meetings

8.25 According to the guidelines issued by Bureau of Public Enter-
prises in 1975, 1980 and 1984, administrative Ministries should hold per-
formance review meetings every quarter in respect of all undertakings
under their administrative control associating the representatives of Bureau
of Public Enterprises (BPE) and Planning Commission. .-During the course
of examination of the Ministry of Commerce. the Committee enquired
as to how many quarterly performance review meetings were held by the
Munsﬂy in respect-of STC during each of the last 3 years, The. Mimstry
stated in a post evidence reply as follows:—

“During the last years, performance revicew meetings were taken
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by the Commerce Mm:stcr/Commerce, Secretary og thé Hdatcs

as givcn belo
‘LYears ' o No of Mﬁtmas
1986 2,
1987 2
s b
fm 2
'1989 i "

8.26 Asked ébdut the main directions/suggestions given by -4he M
istry to STC arlsmg out of such reviews, the mestxy replied in:a written
Note a follows e

.

T el “ -

[l
5

“At somg of the review mecetings, it was emphasised: that” STC
- should ideatify. thrust gountries on which special effarts dlsould
be made 1o psomote exports from . India. and formulate
long term plans for promoting exports of vasioys praducts
handled- by, it. The. nced to give more thrust to the  emport

of non-canalised items was -also stressed.”

G S e ' Cd

..8.27. The Compmittee are distressed to mote that there have heen fre-
qpent changes .in the incumbent for the post of Chairman, STC during
. the last 5§ years. Duunathis periqd there haye been as many as § chamges.
: At three occasipns, the Additional Secretary of the Ministry wgs askeg to
work as part-time Chairman of the Corporation. Even though there were
two fyll-time Chairmen, one for about two years. (from Awgust 1943.to
August 1985) and one for about one yeur, (fram Ogtober, 1986 to Qctober,
1987), it is hardly belicvable that they left the Corporatmn merely on
pérsohal - and health grounds ‘as sfted before tine Committed. No- effort
“seems to have heeht Arade by the Ministry to ascertain the sctus? rédiséns
' for héir resigmations Ministri’s explaation fhat since full time Chii¥man
left STC without ndlice, the Mfinistry wasnot given enonch time fo select
new ‘Incunthent fs fnost surprising to the Committee, Ministry’s facffon
‘can he jndged from the fact that it ‘took shout 15 month's time I ap-
" polirting the present incumbent. ' In fhis connection, Chalrman, STC Was
‘candid in bis admission during lils evidece that “We have a‘‘very wery
wide infrastructore faclliffies. The onlv thing that we could not do was
nm these were nof properly channelised because of the chief execufives’
" temporary stay. Long term planning was not done. Nohodv looked abend
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fowards the organisation. Everybody was busy in disposing of the day-tn-
day work.” At this stage the Committee can only express their displeasure
over the casual manner in which administrative Ministry has been manag-
ing the affairs of this vitally important public sector undertaking having
annual tarnover of over Rs. 4000 crores, The Committee need hardly

emphasise that snch frequent changes at the highest level are bound to
adversely affect the working of the Corporation,

8.28. The Commiittee have been further informed that from January
1989 a full time Managing Director and officiating Chairman has been
appointed for STC. Regrettably the terms and conditions of the mew in-
cumbent have not been finalised, as these are still stated to be uwnder
finalisation by the Government and the appointment of the Chairman is
also under consideration, The Committee desire that Whese should be
decided at the earliest as farther delay in the matter may give rise o mm-
certainty in the future long term planning. In this connection the Com-
mittee would like to point out that in its earlier Reports the Committee on
Public Undertakings have been recommending fhat the Chief Executived
of the public sector undertakings should be given at least 5 years term.
This kas been again emphasised in their 32nd Report (1987-88) on Ac-
countability and Autonomy of Public Undertakings. The Committee hope
that these recommendations would be borne in mind by the Ministry while
deciding the term of Chief Executive of any public sector undertaking
under its administrative control.

8.29. The Committee note that st presemt the administrative wing
dealing with STC in the Ministry is headed by a Joint Secretary, How-
ever, in the recent past Additional Secretary of the same Ministry was
stked to officiate as Chairman of STC. It Is beyond the comprehension
of the Committee how Joint Secretary can evaluate the performance of
ﬁen-dethngwhkhlshudedbynAddlﬂonﬂSecnarydthe same
Ministry, The Committee desire that sach an ad-hee ang sabealthy prac-
tice shoald be avolded fn future.

8.30. The Committee note that there is provision of fosr Government
directors on the Board of STC. Two of them are the representatives of
Ministry of Comunerce while other two are from other Ministries !.ike
Ministries of Finance and Food. However, the Committee’s examination
has revealed that working of the institution of Govermment nominee
directors meeds further improvement. Even though the Ministry has stated
that these directors bring their views before the Government, admittedly
a4 present no written reports are being submitted by these directors. No
important case or shortceming in the working of STC was included in
the sgenda of Board at the instance of these Government directors. Slnih;
ly,noinephﬂﬁesmshonmningshvebeenmttoﬁeloﬁce
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‘Government by these directors on the Board of STC during the last 3
years. The Committee do not approve such laxity on the part of Govern-
ment directors, who are suppesed o ‘be gyes ang ears of the Government
as far as the working of the public sector undertaking is concerned. The
Committee hope that im futuse ‘Govermment Direotows will perform their
funcions more purposefully so that the existing mechanism is fally uti
lised, Needless to point out ‘that this will provide necessary fecd back
and interaction between the undertaking and the Governmeat

8.31, The Commiittee Tegret :to mote that at present there 'is ‘mo 'repre-
sentative of the Ministry of Commerce on the Board -of STC. This sitwation
has arisen as the officers who were on the Boarg of SFC have been ‘truns-
ferred from the Ministry. The otlier 2 noniinees 6t fhe Government from
the other Ministries are reportedly there to look after the interest of theélr
respective Mimistries. The Committee desire that the Ministry should
nominate its ‘two representutives .on the Board of STC immedhutely and in
future when some officer is due for promotion/retiremerit or tramsfer,
advance action should be taken to fill up the vacancy so thut Board of
concerncd undertaking does not remain unrepresented.

8.32. As per BPE guidelines issued in 1969, 1975 and 1980 the Minis-
tries should hold Performance Review Meetings in respect of Undertakings
under their administrative control every quarter associafing the represen-
tatives of Bureau of Public Enterprises and Planning Commission. The
Committee have, however, found that Ministry of Commerce held only
2 such review meetings each in 1986, 1987 and 1988. This clearly 's'h_ows
that Ministry has not evinced keen interest in the working of STC, While
expressing their displeasure over not holding the required review meet-
ings, the Comniittee hope that afleast from now onwards the administra-
tive Ministry would activate ‘this mechanism ana ‘provide timely guidance
to the ‘Corporation to get over the comstraimts faced by it from time to
time,



CHAPTER IX ' Mo
INSFITUTIONAL FRAMEWORK

A. Holding Company

9.1. During the course of evidence of the representatives of Ministry,
the Committee referred to the press reports about the reported approval
for the proposal of setting up a holding company for STC and MMTC.
The Administrative Staff College, Hyderabad was asked to go into the
pros and cons of the proposal and submit their Report by end of April,
1987,

9.2. Asked about the latest position in regard to formation of a holding
company for STC and MMTC, the representative of the Ministry replied
as follows:—

“This was the recommendation of the Administrative Staff College.
It was considered and it has not been dropped. But it is not
under the active consideration of the Government, at the
moment.”

9.3. Explaining it further the Ministry stated in a note furnished
after the evidence as follows:—

“Ministry of Commerce has been considering a proposal for set-
ting up a Holding Company covering all the existing Public
Sector Enterprises under its administrative control. It was.
however, decided that the Administrative Staff College,
Hyderabad should study the organisational structurc of a
Holding Company in the public sector in order to assess its
suitability for foreign trade operations. The Committee sub-
mitted its report towards the end of 1987 and recommended
setting up of a Holding Company for Public Entecprises under
the Ministry of Commerce, By that time, both the regular
Chairmen of STC and MMTC had rasigned. It was, there-
fore, decided that consideration of the recommendations of
the Administrative Staff College should be deferreqd for the
present.”

106
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B. Subsidiaries Companies o
9.4, The Corporation has the iollowmg subsndmnes to deal with
ti)ecihhsed group of items:

@ The Handicraft and. Handloom Exports Corporation of India
Ltd. (HHEC).

(ii) The Projects and Equipment Corporation of India Ltd. (PEC)

(iif) The Cashew Corporation of India (CCI)
(iv) The Central Cottage Industries Corporation (CCIC, Subsidiary
of HHEC) ‘
(v) The Tea Trading Corporation of India (TTCI)
9.5. The following table shows the performance of these above sub-
sidiaries for the years 1986-87 and 1987-88 :

1986-87 1987-88

Turnover Exports  Profit Turnover Exports  Profit
before before

tax tax
(Rs. in crores)

PEC . 104.71 103.05 1.77 91.39 85.36 1.10

HHEC . 72.37 71.54 0.08 65.75 64.69 0.13
cCa 4.63 4.00 1.4 4.17 4.17 1.14
CCIC . 12.59 0.36 0.16 13.70 0.32 0.16*

TIClI . . . 17.76¢ 13.19 (=)2.45* 28.10*  21.46 (~)1.03*

— e p—

( *Provisional)

9.6. In the context of poor performance of the subsidiaries the Com-
mittee wanted to know about the system in the corporation to monitor
the performance of these companies, STC replied in a note as follows:

“The performance of subsidiaries is monitored through monthly
performance reviews of sales, profits, working capital in
relation to the targets.” '

9.7 The Committee also enquired as to whether STC was facing any
constraints in controlling as many as S subsidiary companies. STC ro-
plied in a note as follows:

“Bxcept in the case of OCI, STCdounothavcanyrcaleonuol
on the working of the subsidiaries,
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Power for appoimtment of Directors of subsidiaries

Under the Company Law provisions, shateholders normally exer-
Cise control on the companies mainly by virtue of the powers
vested in them for the appointmentiremoval of Directors. In
the case of STC’s subsidianies the power to appoint Directors
including the Chief Executives vest in the Govt. Since the
Chief Executives of the subsidiaries are appointed directly
by the Ministry, their accountability to the holding company
(STC) is wirtually nil. STC has, however, been allowed to
nominate two of its representatives on the Boards of the
subsidiaries. This does not, however, enable STC to exercise
any effective control on the working of the subsidiaries.

CccCl

In so far as OCY is concerned its employees are on common
cadre with STC employees and one of the Executive Direc-
tors of the STC is the part-time Chairman of CCI. Thus
STC has a better contro] on CCI as compared to other
subsidiaries.”

9.8 In regard to the control over HHEC, STC stated in a note as
follows:

“The position of HHEC is also different from other subsidiaries,
HHEC is under the administrative contro]l of the Ministry
of Textiles whereas STC is under the administrative control
of the Ministry of Commerce. Thus even the administrative
Ministry of the holding Co. (Ministry of Commerce) does not,
have any direct control either on the appointment of Board
of Directors of HHFEC or its operation. This matter was
considered by STC Board at its meeting held on 25-3-88
when it was decided that in so far as HHEC was concerned
the Government would be approached to delink it fram STC
by transferring the shares held by STC to the President of
Endia. This decision has atready been communicated to the
Ministry of Commerce. Government decision on this matter
is awaited.”

99 In reply 40 a further query STC informed the Committee that
HHEC has been subsidiary of STC since 1st Jume, 1962.

9.40 The Committee funther enquired ‘as to whether STC has inform-
od the Misistry #hat it has really ao pontrol over the functionimg of its
subsidiaries. STC replied in a2 note as follows:

“Yes. The Question regarding delinking of HIHEC from STC was
referred to Misistry wide lotter dated 284-1988. In addi-
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tion we have now sent g detailed paper on the swbject to
the Ministry vide lettes dated 23-2-1989 covering the rela-
tionship with all our subbidiaries. The Ministry’s reaction
is awaited.”

9.11 Asked as to whethes uny reminder has beem issueg by Corpo-
ration to the Ministry regarding delinking of HHEC from STC alter 28
April, 1988, STC replied as follows:—

“A reminder has been issued to the Ministry on 14-9-1988.”

9:12 During course of examination of the Ministry the Committec
pointed: out that STC informed the Committee that SPC was no having
any contvel over its subsidiaries.  Asked as to why these were attached
with STC when it has no control over the subsidiaries. The Ministry
of Commerce replied in a written note as follows:

“STC is represented on' the Board of Directors o©of each of its
subsidiaries. By this mechanism it exercises owverall control
over the subsidiaries.

The various subsidiaries were attached to STC at different points
of time when it was thought that STC with its large sized
operations would be able to nurture and develop these
organisations. However, the STC’s proposal for reviewing
its linkages with the different subsidiarics is being examined
by the Ministry,”

9.13 Asked about the action taken by the Ministry with regard to
delinking of HHEC from STC. the Ministry stated in note:

“With regard to HHEC, its control, under the Allocation of Busi~
ness Rules, is now vested with the Ministry of Textiles.
The various procedura] issues involved-in delinking HHEC
from STC are under cxamination and a decision will be
taken in consultation with the Mini'stry of Te‘xtiles.”

9.14 The Committee further pointed out that while STC was under
Miniistry of ‘Commerce whereas its subsidiary HHFC was under the
Ministry of Textiles. Asked about the system of monitoring this subsi-
diary the Ministry stated® in 'a note as follows:—

“The HHEL ang its subsidiary, CCIC are under the adnsihistra-
tive control of the Ministry of Textles: That Ministry Nas
analysed that the decline in tie- performance of HHER - is:
due- to the following: reasoms:

(1) High overhead costs
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. (2) lack of assured income from canalised items
e '(3) ‘stoppage of promotional assistance by STC
(4) ‘automatic promotion ‘policy
"' (5) skewed officer-staff ratio
(6) induction of large number of agencies mto the ﬁeld ot

+gold jewellery eaports from India.

“The decline is essentially on account of decline in exports of cana-

liseq items, the performance of which is linked to Govern--
ment policies. The exports. of knitwears have been decana-
lised. In the field of gold jewellery exports, which was once
the monopoly of HHEC, several Government agencies have
been introduced. As a result, the indirect exports of HHEC
have gone down from Rs. 115 crores in 1983-84 to Rs. 42.87
crores in 1987-88.

The profitability of the Corporation is, however, affected on ac-

count of high staff costs as HHEC is following the service
rules of STC—its holding company-—which causes a heavy
burden on the finances of the HHEC.

The Corporation has been advised by the Ministry of Textiles

to increase the turnover which would help distribute high
overheads over a large volume of turnover, to review opera-
tions of the overseas establishment of HHEC constantly with
a view to improve their profitability. A decision has been
taken to close down HHEC's Carpet Warehousc Depot in
Hamburg. HHEC has been asked to draw out a perspective
plan spread over to 10 years’ period and improve on the ex-
ports of Gold Jewellery Schemes operated by various Gov-
ernment agencies. Follow up action is actively being taken
on the review meeting taken by Minister of Textiles.

CCIC:
Turnover of the CCIC of India Ltd. has been increasing at the

rate of about Rs. 1 crore every year. However, the net
profits are not increasing at this rate only because of the
high overheads which are due to the fact that the Corpora-
tion being a subsidiary of HHEC which is turn is a subsi-
diary of STC and follow the rules of HHEC which caused
burden on the finances of the HHEC.”

9.15 The Committes also pointed out that TTCI was incurring losses.

Asked about the steps taken to bring it at break even point, Ministry
replied in"a written note as follows:

“The Tea Trading Corporation of India was incorporated on
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21-12-1971 as a Government Company with .the primary

“objectivé of "ncouragmg exports of value added .tea. The

activities of thé Corporation have diversified to include ope-
ration of Public Tea Warehouses ang the management of
nationalised sick tea unmits. Initially the company showed
profit during the years 1974-75 to 1979-80. v

~In order to revitalise the TTCI ang improve its viability, it was

‘converted into a subsidiary of STC from 16-1-1986. To
meet the working capital requirements of TTCI, STC, ad-
vamced Rs, 3 crores (Rs. one crore on 8-1-1986 and Rupees
two crores on 22-8-1986) at the interest rate of Rs. 12.5
per cent p.a. for a period of one year.

Since TTCI was unable to repay even interest on the loans and

in order to improve the financial structure of the Corpora-
tion. the loan of Rs. 3 crores was subsequently converted
into equity, resulting in interest saving to the Corporation
to the extent of Rs. 52 lakhs per annum.

The sale performance of the Corporation during the last two fin-

ancial years and for the current year 1988-89 is summarised
below:—

(Rs. in lakhs) (Metric tonne)

Year Export Sales Domestic  Total
Sales

1986-87 . 1423.80 643.19 1886.99
(4681 MT) (2032. MT)

1987-88 . . 2146.24 534.39 2680.63

(Provisional) (6802 MT) (2165 MT)

1988-89 . 2002.00 489.42 2491.42

{April-Dec.)

even after conversion of TTCI into subsidiary of STC, the
Corporation continues to incur losses. The financial position
of the Company for the last four years is as under:—

(Rs. in lakhs)

1983-84 1984-85 1985-86 1986-87

Profit/Loss

. (—)539.43 (—)210.87 (+)32.05 (—)245.04
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In view of the conmtinued jJosses incurred by TECI, the inability
of the STC' to provide full financial support, to. it, the ques-

tion of definking TTCT from. STC is. preseatly being examined.
by the Ministry.”

9.16 During the course of cvidence of: the representatives of the
Ministry of Commerce the Committee: pointed. out that thera- were a
number of extremely small, organisation like CCI;, CCIC, TTCL etc.
having very small, turn over,  Asked as.to whether it would not be much
more economical. to, merge them with the STC, rather than to run them

separately as subsidiaries of STC., The representative of. the Ministry
stated as follows:

“In fact, the entire question of relationship between the. subsi-
diaries, their roles, whether there should. be the holding com-
Pany concept or whether these subsidiaries should be sepa-
rated, etc. is under cxamination in the Ministry.”

9.17 Asked as to whether the merger of subsidiaries with the STC
was also one of the options being examined by the Ministry, the witness
stated:

“We are looking at the entire question. So, that would also be
examined along with the various other options.”

9.18 The Committee are surprised to know that althongh five subsi-
diaries viz. PEC, HHEC, CCI, CCIC and TTCI have been attached with
STC, it has virtually no control on the working of the subsidiaries. The
Chiet Executives of these subsidiaries are appointed directly by the Minis-
try and their accountability to the STC is almost nil. However, in case of
CClI, there is common cadre of staff and one of the Executive Directors of
STC is appointed as part-time Cha‘rman of this Company.

The position of STC’s two subsidiaries viz. HHEC and its subsidiary
CCIC is rather peculiar, While STC is under the administrative control of
Ministry of Commerce, HHEC is under the administrative control of Minis-
try of Textiles. HHEC has been attached with STC for last as many as 27
years. It is only recently in March, 1988, when STC has approached the
Ministry of Commerce to delink HHEC from them. In this connection, the
Committee have been informed by the Commerce Ministry that various
procedural issves involved in delinking HHEC from STC are under exami-
nation and a decision will be taken in consultation with the Ministry of
Textiles. The Committee desire that the decision to delink HHEC from
STC should be taken without any ferther delay.

New DELHI; VAKKOM PURUSHOTHA'MAN
21 June, 1989. Chairman

31 Jyastha 1911 (Saka). Committee on Public Undertakings.
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APPENDIX II

Statement of Conclusions/Recommendations of the Committee as
Public Undertakings contained in the Report

———

' -Sl. Reference to Para No. Conclusions/
No. in the Report Recommendations
1 2 3
1 1.17 The Committee note that in terms of Burcau of

e et & e g s 1

Public Emnterprises guidelines issued in 1970, 1979
and 1983 each public undertaking was required to
formulate with the specific approval of the adminis-
trative Ministry, a statement of objectives and obli-

gations which should inter alia, lay down the broad
principles for determining the precise financial and
economic obligations of the undertaking in the
matter of creation of varlous reserves,
regponsibility of self-financing, the anticipated re-
turns on the capital employed and the basis for
working cut national wage and pricing policies.
The Committee, however, regret to note that STC
has pot yet framed its specific micro objectives. The
Committec are not satisfied with the reply given by
STC and Commerce Ministry that BPE guidelines
were not applicable to the trading organisations like
STC and that the micro objectives in terms of tum
over, trading profit and other attributes are formu-
lated on year to year basis. The role of STC was
redefined in 1977 on the basis of a study conducted
by Indian Institute of Management, Ahmedabad.-
This redefined role was belatedly approved by the
Ministry in 1981. As the redefined role is worded
in top peneral terms the Committee strongly feel
that to facilitate realistic and meaningful evaluation
of the enterprise by Parliamentary Committees and
Government, setting of specific objectives end long
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1.18

1.19: .

term objectives is vefy essential. The Committes,
therefore, strongly recommend’ that micro objectives
of' STC should' immediately be redefined in conso-
nance with the corporate plan of STC. which is re-

ported to be under fipalisation. and  Committee be
informed.

The Committee also note that the role of STC
as.1cdefined in 1977 inter alia includes undertak-
ing a substantial amount of actual trading on their
own account including buving, selling, stocking,
playing u leadership role, placing due cmphasis on
the devclopmental role, playing an effective role
as field agency of Government and managing the
canalised items. In regard to achieving these ob-
jectives, while ST'C has maintained that it has achie-
ved its role significantly, the Ministry was candid
in  their admission that whereas they
were satisfied with the role of STC in regard
to imvports of canalised items but much more was
still desired to be done by STC in case of exports.
As discussed elsewhere in the Report that the STC
has been mainly performing the role of importing
agency, the Committee would like to point out that
mere laying down the high sounding statement of
objectives does not' serve any purpose. The Com-
mittee, therefore, feel that a time programme should
have been chitked out for achieving each of the
objectives. The Committee rccommend that STC
should inuncdiately formulate a time bound pro-
gramime {or achieving its objectives and obligations.
The Committee also fee] that 5 paper on the actual
perfotmance of the Cotporatibn during 1980 to
1988 in fulfilment of its objectives and obligations,
is brought ‘out and placed before Parliament to en-
able members to assess the growth and activities of
the Corporation on a realistic basis.

Tt is.incrodible, ‘yet: true that a big public sector

undertaking like STC which is in existence for the
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‘last 32 ~years has 'been ‘hitherto functioning without

4 corpordte ‘plan. The Committee, however, regret
to note ‘that though the Bureau of Public Enter-
‘prises 'had issued ‘the guidelines as far back as in
1974. requiring each undertdking to prepare the
‘Corporate plan ‘with forma] ratification/approval of
the sdmimistrative Ministry, STC has yct to finalise
the same. Chairman, SFC ‘was frank enough to
arhnit during evidence that, “The exercise was under-
taken scveral times. It got shelved cvery time.”
‘What dismayc the Committee further is that even
the administrative Ministry appears t; have not cared

‘to pursue the méatter with STC, otherwise there docs

not seem to be any plausible reason on account of
which the Corporate Plan could not be finalised
even after 15 years of the issue of BPE guidelincs.

The Committec are simply astonishcd to hear
irom thc representative of the Ministry during oral
evidencc that in the past different Chairman used
different methodologies for projecting the future role

of STC in the absencc of the Corporate Plan. While
' expressing their displeasure, the Committec dcsire

that the Corporate Plan, the details of which are
reportedly being worked out. should be finalised
expeditiously and laid before the Parliament imme-
diately and in no case later than the end of 1989.

The Committee regret to note that country’s
share in world’s total exports has been below (.50
per cent. Country’s share which was 0.48 per cent

in 1982 and 1983 came down to 0.46, 0.39 and

0:45 per cent in 1984, 1985 and 1986 respectively.
¥t increused to 0.48 and 0.49 per cent in 1986-87
and 1987-§8 respectivély. Astoundingly country’s

-exports arc siegbating at 1982 level. Taking inflation

and price index into account the exports have fallen
in real terms. As the coumtry is having adverse

“balance of payment at present, therc is a greater

need for increasing the exports. Since most of the
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trading public sector undertakings (like STC, MMTC
and their subsidiaries) are under the administrative
contro} of Ministry of Commerce, the Committce re-
commend that the Ministry should formulate a long
tenn plan for boosting the exports.

The Committee are dismayed to learn that so
far the share of STC in the country’s total annual
exports has been very small ie. 3 to 4 ‘per cent
only. In view of the fact that STC is in the export
busincss for the last 33 years and one of its major
objectives is to play the role of a leader in the matter
of cxports, the Committce feel that achievements
of STC in the field of exports are quite unimpres-
sive. Despite the various export promotion activi-
ties undertaken by STC, its tota] exports which were
Rs  796.11 crores in 1983-84 have gone down to
Rs. 580.99 crores in 1987-88. Targets for exports
for the year 1988-89 fixed at about Rs. 700 crores
have already been reduced. The Committee arc not
at all happy with export performance of STC parti-
cularly when it is exporting about 300 items to
about 100 countries and when it is reported to have
tremendous potential for exports.

The Committee also note that export of non-
canaiised items which were Rs. 434 crores in 1983-
84 have come down to Rs. 224 crores in 1985-86.
However, it increased to Rs. 407 crores in 1987-88.
One of the reasons for poor export performance
given by STC is also stated to be due to decanali-
sation of certain canalised items. The Committee
do not find this argument quite convincing as they
feel that as a result of de-canalisation of certain item,
STC is not debarred from exporting these commodities
What is needed is that STC has to make vigorous
efforts to export non-canalised items. Chairman,
STC was, candid in his admission that ‘one of the
weaknesses of this organisation is that it could not
grow in the non-canalised trade’. The Committee
have becn informed that more efforts are being made
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to increase the export of non-canalised items. STC
has drawn wp a plan to increase exports of non-
canalised' items to Rs. 1500 crores in the next 3
vears i.c. by 1992, The Committee feel that though
setting up of such a target is loudable vet; what is
more important is achieving the same, therefore, the
Commitiee desire that a time bound programme
should be chalked out to achieve the same. Need-
less to emphasise that progress of such programmes
should be reviewed at different intervals for taking
remedial ‘measures wherever necessary.

The Committee have been informed that STC
is facing certain constraints in increasing  their
exports. These are slow decisions making process,
principle of equality to all concerned and constraints
of socio-economic obligations. To overcome these
constraints, Chairman, STC informed the Commit-
tee that in order to compete with the private sector
they arc now in the 'process of making rules and
regulations which are more flexible. Markct survey
for identifying the new markets for exports is re-
rorted to be completed by 31st March, 1989, The
Comumittce recommend that Government should
examine the constraints faced by STC and as far
as possible it should provide necessary help in over-
coming these constraints so that STC is able to
compete with private sector in a big way.

The Committee are sorry to note that on the
one hand its export performance is poor on the
other hand its export figures include cxports effect-
ed by so-called associates of STC. In certain cases
associates may be other public sector undertakings.
In Committee’s view this is a clear case of duplica-
tion of evport figures. The auditors’ report has
rightly drawn attention to. the fact that ‘sale and
purchases of business associates have been account-
ed for as its own sales and purchases’




3

10

11

2.52

2.53

thus overstating the same. STC’s explanation
that ‘it was dome as ‘per accounting po-
licy of STC' is .totally unsatisfactory. From the

figures -of exports, it is difficult for the Committec

to make out -the -exteat of exports generated by its
own ‘marketing - activities for .which STC is having
many Indien and as -many as 16 foreign branches.
Accordingly, the Committee recommend that there
should be two separate .accounts showing the ex-
ports made by STC directly and its business asso-
ciates, This should .be reflected in the Annual Re-
ports of the Corporation.

The Committee are unhappy to note that STC
has become merely a Government importing agency.
The Committee note that total turnover of the STC
increased from Rs. 2735 crores in 1986-87 to
Rs. 3646 crores in 1987-88. However, more than
80 per cent of this is on account of total turnover
of 3646 crores, the imports were of the order of
Rs. 3037 crores. For the year 1988-89 targetted
imports are of the order of Rs. 3506 crores. Since
most of these imports are made at the instance of
the Government, STC can hardly take any special
credit for the bulk of turnover. Since the Commit-
tee have not gone into the details of imports like
price, terms and conditions and international prices
etc. the Committee are not in a position to assess
the performance of STC in the matter of imports.

From the item-wise details of imports it has been
noticed that main item is edible oil (Rs. 2223 crores
in 1987-88) followed by sugar, newsprint and rub-
ber. The Committee feel concerned about the turn-
over of STC in the coming years in case indigenous
availability of these items is increased thereby re-
ducing the gap beéfween demand and supply. The
Committee, therefore, urge upon the Government
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2.56.

- .and S§TC to take effectivo mSaswres to improve the

export performance,

The Committee observe that while importing the
bulk of commodities worth abeve Rs. 3000 crores,
no serious efforts have been made to secure exports
business through counter-irade. Since the practice
of counter-trade agreements is very common in ex-
port-impart business these days, STC should also
utilise it for the country’s advantage. The Commit-
tee, therefore, recommend that in future all out
efforts should be made to secure export orders while
making imports through counter-trade agreements.

The Committee have not gone into the details of
import price and selling price of imported items.
Howevcr, it appears to the Committee that there are
wide variations between the imlport price and selling
price. For instance the import cost price of edible
oil for the vear 1987-88 was Rs. 8853 PMT while
its selling price was fixed at Rs. 11907 thereby earn-
ing a surplus of over Rs. 3000 PMT. Similarly
during the current year i.e. 1988-89 as against the
import cost of Rs. 6564 PMT, the selling price
ranged from Rs. 11000 PMT to 19000 PMT. While
STC charge about 1 per cent commission on imports
all surplus revenue is reportedly refunded to Gov-
ernment. In this context, the Committee have been
informed by representative of the mestry of Com-
merce that the fixation of selling price etc. is done
by concerned Ministries.

The Committee have also noted that for the first
.time STC signed a Memorandum of Understanding
with the Government for the year 1988-89. Even
though the Government have implemented its com-
mitments, the Committee regret T note that export
ta;gets which were fixed for the year under MOU
at Rs. 700 crores have been Yowered down. The
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Committee were also informed by representative of
Ministry that next MOU is under finalisation and it
will be export oriented having targets upto 1995.
The Committee desire that unlike previous MOU,
efforts should be made by STC to achieve the ex-
port targets.

The Committee regret to note that STC’s net profit
is declining year after year. From a profit of above
Rs. 61 crores during the years 1984-85 and 1985-
86 it has come down to Rs. 55 crores in 1986-87
and Rs. 52 crores in 1987-88. As regards the dec-
line in profits the Corporation has stated that this
is due to change in Government policy in relation
to financing the imports. It has also been observed
from the activity-wise results of STC that it is
earning profits mainly on imports. As discussed
earlier in the Report that in case there is decline in
imports it will be very difficult for STC to main-
tain its current profitability trend. The Committee
are of the view that since profits have been earned
from charging commission by importing canalised
items, STC's performance cannot be judged by pro-
fitability alone. The Committee, therefore, recom-
mend that effective steps should be taken by STC to
keep its over-head expenses at a minimum possible
level.

The Committee have not gone into details of all

export agreements but they have examined three
selected export deals on the basis of news items
which appeared in the Press. One of these deals re-
lates to the garment export while the other two re-
late to export of rice to Gulf countries. Committee’s
examination of these deals indicate that the inte-
grity of STC personnel is not above board. Giving
undue favours to the private parties at the cost of
the larger interest of the Corporation appears to be
a normal practice in STC. In case of garment deal
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the officess of STC at. Bombay placed almost all the
garment quota worth more than a crore on a non-

_ associate viz. M/s. Hara Exports Ltd. The Com-

mittec take a serious note of the matter particularly
in view of the fact that orders were placed on a
non-associate while disqualifying the already 20 re-
gistered associates. STC first placed orders on
M/s. Haria Exports to the tune of Rs. 84.13 lakhs
out of Rs. 121.63 lakhs and subsequently the
order placed on M|s. Amb:itur Clothing was also
given to Mjs. Hariag Exports Ltd.

The report of the vigilance division of the Cor-
poration in the above case has clearly brouht out
as to how the officials of STC were systematically
giving undue favour to one firm. Had the concern-
ed officers cared for the interests of the Corporation
it could have earned more than Rs. 40 lakhs in
this deal. M/s. Haria Exports Ltd., got the benefit
at the cost of STC obviously with the support of
STC officials. Even the orders of Head Offico
regarding giving un-utilised quota on all India basis
thereby denying equal opportunity to other eligible
associates were flouted. The case was later referred
to CBI in December, 1987 for investigation. CBI
renort is  «till awaited .

The Committee are astonished to note that in spite
of the findings of Vigilance Division that un-dus
favours were shown to M/s. Harla Exports ignoring
all cthics, rules and orders, no action has hitherto
been taken against any of the dealing officers. The
Committee are not satisfied with the explanation of
STC that all the dealing officers have been transfer-
red to non-sensitive posts and further action can be
taken on receipt of the CBI Report in the matter.
The Committee feel that STC is trying to shield
these officers. Since it has been established that
some officers have committed irregularities and have
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caused substantial financial loss to the Corporation,
the least that was empected was to suspend the con-
cerned dealing officer. The Committee hope that
STC will now take immsediate action to suspend the
concerned officials immediately without waiting for
the CBI report.

1t is a matter of serious concern that one of the
dealing officers has been allowed to go scot free by
the STC. STC’s contention that pending of CBI
report, there was no case against the officer and his
resignation was accepted 15 far from satisfactory.
The concerned officer has taken all dues from STC.
The Committee have 'also come across some other
cases of similar nature. It appears to Committec
that STC is deliberating trying to protect the guilty
officers by delaying action against them and allow
then either to resign or retire and that too with full
retirement benefits. The Committee desire that in
order to climinate chanees of corruption in the Cor-
poration, it should be ensured that enquiries into
cases of corruption/malpractices are completed ex-
peditiously and stern action taken against officers
found guilty.
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The Conimittee regret to note that STC could
not fulfil its obligations in a'rice deal agreement en-
tered into with Abu Dhabi Authoxitiss in 1985: for
about 10,000 MT basmati rice. It .appears to the
Committee that STC has not beem in a position to
take any action against its associates who fail to ho-
nour their commitment made to STC. In this case
STC first identified 3 parties amd contracts were sign-
ed with them, These parties later backed out. Again
STC identified other 3 parties. However, their samples
were not acceptable to the buyers ie. Abu Dhabi
Municipal authorities. The cases against these parties
are reported to be under court/arbitration proceed-
ings. The Committee find that all business with
these parties is reported to have been banned by
STC in February, 1987. But it has been done only
on the recommendation of CBI. The Committee’s
dismay STC on its own did mot take any action to
black list the defaulting associates even though the
default was known to the mass far back as in 198S.
The effect of the failure of the deal has been that

STC has not been able to export any rice to Abu
Dhabi after this episode.

In the above case CBI had recommended
meajor penalty egainst Shri K. C. Hazarika, Chief
Marketing Manager. However, the then Chairman
took a view that since the official had only a periphe-
rdl Tole to play an oral waining might be administer-
ed, This was not agreed to by Central Vigilance
‘Commission and Mitistry of Commerce. Even though
the OB1 report was received in December, 1986 it is
only recently that a charge sheet has been issued to
the concerned official,  The ‘Committee fail to under-
stand as to why the officer has not been placed under
suspension. When the ‘CBI recommended major
‘penaity against him and even the Ministry and C.V.C.
-held the same view. The Committee cannot but
express their displeasure over the inordinate delay on
the part of STC in takmg action in this case. Although
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the CBI submitted its report in December 1986, the
S.T.C. issued charge sheet only in 1989,
20 3.59 The Committee note that annual requirements of
and rice of 6 Gulf-countries is more than 2 lakh metric
360 tonnmes. For importing the rice, these countries

have formed a body namely Gulf Cooperation Coun-
¢il (GCC) having its Secretariat at Riyadh. Every year
this Council asks the exporter countries to attend
their meeting for negotiations, Even though STC was
first contacted by GCC in December, 1985, no efforts
were since made to identify a good number of asso-
ciates, STC first started negotiations with a Bombay
based consortjum of firms. Certain State agencies
like UP, Punjab and Haryana State Corlporations were
also approacheq however, these agencies expressed
their inability to export rice in bulk. Later on STC
received one offer from a Delhi based firm viz.
Rahmatulla & Co. In this connection, it has been
noticed that the Rahmatulla & Co, offered a rate of
721 US % as compared to the rate of 825 US $
offered by Bombay based consortium. The Bombay
based consortium also insisted that STC would not
enter into deal with any other firm. As the consor-
tium was not agreeable to drop this condition and
also for lowering down the rates, the contract was
awarded to Rahmatulla & Co.

After having gone into details of this contract,
Committee find that the matter is not above suspi-
cion. Regrettably no open tenders were called for
inviting the officers. STC’s explanation that “if ten-
ders had been invited, the basmati market might have
flared up and no business probably could have been
concluded” seems to be totally ununderstandable. The
Committee find no justification for this explanation.
It seems that a number of offers were receiveq for
Basmati ricc and many parties were interested for
enrolment as associates. In some cases. the rates
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offered were even lower than the one offered by
Rahmatuila & Co. The Committee, therefore, foel
that in cases of such bulk orders open tenders should
be invited and wide publicity should be made so that
STC gets better and competitive offers.

The Committee are dismayed to note that nei-
ther the STC nor the Ministry have made any proper
assessment of the manpower requirements of the cor-
pporation, and no scientific study has been undertaken
in this regard so far. The Committee were informed
by STC that recently a Committee was set up to
review the detailed manpower requirements of the
Corporation, However, its Report could not be im-
plemented as it was confined to Corporate Office only.
The Committee are unable to understand as to why
the Committee set up to review the manpower re-
quirements of STC submitted its report on corporate
office only when it was to cover all branches in India
and abroad. Since there has been no scientific eva-
luation of the manpower needs of the Corporation as
a whole, at any time, the Committee recommend that
for a proper and realistic appraisal of the manpower
needs, STC should entrust this work to a recognised
management institution like National Productivity
Council. The Committce may be informed of the
action taken in the matter at the earliest.

'The Committee are quite unhappy to note that
so far STC has not considered the necessity for hav-
ing a centralised cell for registering the various com-
plaints received from different sources like buyers,
suppliers associates etc. Chairman, STC was quite
candid to admit during his evidence before the
Committee that “Here I must admit that this is an
area where there is no central cell in the Corporation
which can receive complaints, register them, record
them and take action” This is decidedly a very sad
commentary on the working of a big public sector
undertaking like STC which Is in existence for the

P e T ——

last 32 iyears. While expressing the'r displeasure over
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thig lapse, the Commitice, trust that as assured by

L the Chmrman. STC durm‘tlm evidence, this centra-
) lmed sxswm mlght have started working by now. The

Co;nmmeg would like to be apprised of the latest
position in this regard.

The Committee observe that there are several
aroas in STC which are sensitive from vigilance angle
and are open to corruption. Some of the senstitive
points and places likely t0 cause corruption are re-
ported to have been identified by STC and include
placement of orders on suppliers both for imports
and exports, hiring of storage space, awarding con-
tracts for export/import commodities, appointment of
agents, selection|recruitment and posting etc. With
regard to the remedial measures undertaken by STC
to overcome the existing loopholes in such divergent
areas, the Committee have been informed by STC
that they have followeq the system of rotation of
staff trensferring 200 to 300 managers and staff
members cach yedr. Besidés, a study of systems
and procedures is also being conducted by the Vigi-
iance Division with a view to improve upon the
existing system. The Committee, desire that this
study should be completed at the earliest and steps
be initlated ‘to improve upon the existing practices
and 'procedures with a view to evolve a system which
is free from present shortcomings.

The Committee regret to note that despite the
£fact that STC is a large public sector undertaking
having most of the areas which are highly sensitive
and prone to generate corruption and that there are

CBI cases pending, there is no regular vigi
lance ' officer in the Corporation who is qualified
enough to hold such a sensitive and important post.
The Committee feel highly dissatisfied with the pre-
-sent ‘set up of Vigilance Department of STC. which
is reported to be headed at present by one Chief
Finance Mamager. Thev fail to understand how a
person with 'wn entirelv different background can do
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full justice to such type of job. During the course
of the evidence the Committee have been informed

“that efforts’ Wwere made in the past for appointing

suftable officers through the Department of Personnel,
but the same did not bear {ruit because the officers
did not find this post attractive enough, however,
a decision has been taken recently to make this post
more lucrative offering thereby higher pay, more
facilities and some other perquisitcs. The Commit-
tee hope that S.T.C. would take steps to appoint ‘a
senior officer from EP.S. -or Department of Per-
sonnel on this post so that he is able to discharge
his functions independently, and is not susceptible to
any kind of pressure. The Committee expect that
this aspect which hitherto stands neglected will now
be taken care of by the Ministry and the Corporation.

The Committee regret to note that one of the
weaknesses of the Corporation has been that it has
not taken appropriate action against the guilty offi-
cials even on the basis of CBI recommendations.
STC’s own vigilance division is evidently very weak.
This is further strengthened by the fact that as against
the reported 42 CBI cases against STC officials, the
Corporation has given details of only 11 cases. ‘Out
of these only two cases were referred by STC to
CBI for .investigation. The other cases have been
taken up by CBI themselves for investigation, The
Commiittee fail to understand how an outside agency
could have better information in regard to the mal-
practices indulged in by the officials of the Corpo-
ration as against its own Vigitance Department which
apparently miserably fafled to take notice of such
cases of corruption|favouritism etc. The statement
of STC that “there may also be some other cases
directly taken up by CBI without reference of STC
is regrettable and shows the weakness of the Vigi-
lance Department of STC. The Committee wonder
how this Department which is reported to be adequate
enough to handle the complaints is functioning when
it i not even aware of the cases of irregularities
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under examination of C.B.I, The Committee desire
that STC should approach the CBI to ascertain the
full position of cases pending against their officials.

The Committee note that Shri Yoginder Raj,
General Manager, has been found guilty by CBI in
two cases viz, alleged sale of imported cement in
black in 1984 and for having amassed disproportion-
ate income. CBI Report in the first case was recei-
ved by STC in June 1988. However, Chairman,
STC took about 4 months time in according sanction
for the prosecution of the guilty official in the court
of law. In the second case the CBI Report was
received on 29th December, 1988 recommending
major penalty against the official and placing him
under suspension. The Chairman, STC informed the
Committee during his evidence that ‘CBI has now
stated that in view of the fact that since the concern-
ed officer is retiring shortly he may not be placed
under suspension’. The Committee fail to understand
ag to why the concerned official could not be placed
under suspension in June 1988 itself when he was
found guilty by CBI in cement case.

The Committee are further astonished to note
that in such cases not only STC has failed to take
action against the guilty officials but they have also
been allowed to avail of all terminal benefits like
Provident Fund, gratuity etc. The Committee have
found that while STC cannot retain P.F., it can cer-
tainly withhold payment of gratuity. The Committee
hope that in future STC will take due care in this
regard.

Similarly, in another case, Shri B. N. Rao,
General Manager, -was found guilty by CBL In
1980-81 he entered inty or was a party to criminal
conspiracy with S|Shri K. V. Seshadri, the then
Managing Director, FCI, Mls, Action S. A_ Pari and
their agents causing loss to Government of India to
the tune of abost US dollars 8,54.000 approx. It
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ie a matter of serious concern that while the Report
of CBI was received in August, 1984, the sanction
for 'prosecution was accorded by Chairman, STC as
late as in January, 1986. The Committee are shock-
ed to note that STC even made a request to the
CVC to lower down the punishment from prosecu-
tion in Court to departmeatal enquiry. The case is
now roported to be pending for trial in Court,

The Committee are perturbed to note that inspite
of the fact that a CBI enquiry was pending against
Shri Rao, he was promoted as General Manager
w.ef. 13-4-1983. The Committee take a serious
note of this especially when such a serious charge of
criminal conspiracy causing thereby pecuniary loss to
the Government of India was \pending against the
concerned official. at the time of promotion. The
Committee are surprised at ST'C's explanation that
the officer has been posted to a non-sensitive divi-
sion now. In Committee’s view transfer from one
division to another division i8 no punishment. The
Committee desire that in order to improve the work
culture of the organisation STC should get rid of at
least such officials who have been found guilty by
CBI|CVC of serious charges of criminal conspiracy
or causing financial loss to Government of India.

In yet another case Shri [P. Srimannarayana,
Marketing Manager was found guilty by CBI. In
connection with irregularities in purchase of tobacco.
CBI recommended Shri Srimannarayana’s prosecution
in the Court and the sanction orders for the same
were issued in April, 1982. The case is pending
trial in the court of special judge for SPE cases,
Vishakhapatnam. The Committee are dismayed to
learn from STC that the official retired in July
1984 and all retirement benefits including P.F. and
Gratuity were given to him. In this connection,
Committee wounld like to draw the attention of STC
to their Death-cum-Retirement Gratuity Regulations.
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Scction 6(c) of these rules provides inter alia as

©  IoHows:—

5.64

“An employee against whom disciplinary ac-
tion|proceedings are contemplated or are
pending at the time of resignation|retire-
ment etc, will not be paid gratuity unless

the action/proccedings against him have
been finalised. On finalisation of the dis-
ciplinary proceedings, the release of pay-
ment of amount of gratuity will depend
upon the final outcome of the discipli-
nary proceedings and keeping in view the
orders of the disciplinary authority.”

The ‘Commiittee fail to understand as to how
the payment of gratuity could be made to the officer
in view of the above rules. The Committee, there-
fore desire that appropriate action should be taken
against ‘the officials who are responsible for making

payment of gratuity.

The perusdl of file of Shri Srimannarayana
regarding his retirement by the Commiittee further
siows the extent to which STC can go in helping
its officials why have been found guilty by CBI and
CVC. In view of Court case againgt Shri Sriman-
narayana, he tendered his resignation on 10-6-1983.
The matter was then referred to CVC through Min-
istry of Commerce. The Ministry communicated as
under:

“The matter was taken up with CVC who
have advised as follows:

‘Ministry of Commerce may take their own
-decision on aceepting resignation of
.Shri P. Srimannarayana. Marketing

Manager, STC which is an administra-
tive matter. In case hig resignaion is
accepted. the Ministry may mention
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ithe #act of criminal prosecution in the
Jotter of acceptance.”

The Committee are surprised to not that
instead of acting immediately upon the advice ten-
dered by CVC, Shri Srimannarayana on the con-
trary was informed to this effect in a manner which
was suggestive enough and was asked if he would
yet like to resign. Shri Srimannarayana thereafter
on reconsideration on 4th July, 1983 requested
that his resignation be treated as voluntary retire-
ment which could not be accepted by STC in the
absence of rules to this effect. Thereafter on 18th
Jan., 1984 a request was made by him for with-
drawal of the resignation which was accepted and
he was ultimately allowed to retire on attaining the
age of superanuation on 31st July 1984 and an
order to this effect was issued on 7.6.1984. Re-
grettably there was no mention about the criminal
prosecution. The facts in the file clearly show the
attitude adopted by the officials of STC in the
present case who tried to help the defaulting offi-
cials out of the way even when not less than 4 CBI
cases were reported to be pending against him at
that time.

The Committee further note that CBI reports
on the purchase of Tobacco in 1978 had revealed
that STC did not check the Central Excise Regis-
ter of the godown to ensure that the stocks offered
were of the actual growers. Complaints were re-
ceived that a number of bogus agents|syndicates
were formed and tobacco which did not belong to
the actual growers was offered for sale and bought
by STC. However the Committee are shocked to
hear from represcntative of STC that the matter
is still under investigation by CBI though a period
of about 10 years bas clapsed. The Committee
desire that CBY should be approached immediately




134

8

32

33

34

5.66

5.67

5.68

for finalising- their investigation. Appropriate ac-
tion should also be taken against the officials found
guilty.

.The Committee regret to note that even though
many cases have gone through the Ministry of
Commerce to CBI, the Ministry have now shown
ignorance about these cases on the plea that as per
the latest guidelines, vigilance cases of the Board
level officers only come to them, The Committee
are not at all satisfied with such a reply and feel
that being an administrat.ve Ministry at least it
should ensure that appropriate action has been
taken by STC in cases which come to the netice of
Ministry or cases which were referred to CBI
through the Ministry. In Committee’s view, the
Ministry can not absolve itself of such responsibility.

As per the revised guidelines only complaints
relating to Board 1level officers are sent to the
Ministry. However, representatives of the Ministry
informed the Committee during their evidence that
the Ministry passes on these complaints to STC for
examination, The Committee wonder how STC will
verify the truthfulness of complaints against its top
level officials, For instance, in one Board level case
STC is yet to give reply to the Ministry. The Com-
mittee, accordingly, desire that the Ministry should
examine this matter with a view to improve upon
the present system.

From the examination of the above cases, the
Committee have noticed that the offiders against
whom allegations of serious nature were pending o
who were found guilty by CBI, were allowed to re-
sign|retire from service and all the terminal benefits
paid to them in violation of the existing rules. The
Committee cannot but express their serious concern
and anguish over such action on the part of STC
authorities who allowed the delinquent officers to
go scot free, The Committee, therefore, desire that
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action should de taken against the officers who wer®

instrumental i relieving the guilty officers from
STC. STC should also ensure that such cases do
not recur in future.

Recently, STC has constructed their 23 storey-
ed office complex which is reported to be the highest
building in Delhi on Tolstoy Marg in New Delhi.
The Committee’s examination has revealed several
disquietening features in regard to the construction
of the building. Desp:te the fact that the Bureau
of Public Enterprises issued guidelines as far back
as in 1968, inter alia recommending that CPWD,
being a Government agency was in a position to
undertake the Civil construction work and there
were several advantages in entrusting this work to
CPWD, the construction work was assigned to pri-
vate contractor by STC in February, 1979. The
Committee fails to comprehend as to why the work
could not be awarded to CPWD and more so when
they were willing to undertake this work as deposit
work in accordance with the Government rules and
as per the standards laid down for other similar
Government buildings. The contention put forward
by STC to the effect that the work was not entrusted
to CPWD because it was felt that the building is
prestigious, fails to satisfy the Committee. The
Committee also do not understand the logic behind
laying down of such a lavish design for this building
especially in view of several guidelines and detailed
instructions issued by BPE from time to time for
exercising utmost economy with regard to the con-
struction of Administrative Buildings, Taking note
of the huge cost escalation, time over-runs and
cracks in the building and subsequent CBI case in
this matter, the Committee are of the firm opinion
that the construction work should have appropriately
been awarded to a Government Agency like CPWD
or NBCC which are already undertaking huge con-
struction work on behalf of Government and Semi-
Government Departments.
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For office . building s cost cstimate was pre-

- paved by National, Buikding Comstruction Corporation

(NBCC) at Rs. 476.10 lakhs. The contract of civil
work was appsoved i Fobgwary, 1979 in favour of
private contractor (M/s. UGC) at aboyt Rs. 438§
lakhs. The Committee are quite unhappy and are
rather astonished to note that estimates were revised
to as high as Rs. 2590 lakhs in December, 1985 and
the same were approved by the Ministry in March,
1986. What further dismays the Committee is that
final estimates for the building are now stated to be
as much as Rs. 3280 lakhs which is almost 8 times
the original estimates and the expenditure beyond
Rs. 2590 lakhs has yet to be approved by the Minis-
try. The reasons put forward for the cost escalation
of about 700 per cent in the contruction of the office
building are stated to be under-estimation by NBCC,
cost escalation due to time over-runs and expenditure:
on items like fire fighting equipment which were not
included in the original estimates. The Committes
are not convinced of the reasons advanced by STC
as these factors should have been taken care of at the
time of preparation of original estimates.

The Committee further regret to note that
apart from huge escalation there has also been time
over-runs in the construction of the building. As per
the tender for civil works issued in 1978-79 the civil
works were to be completed within 30 monthg of the
issue of letter of intent i.e. by September, 1981.
However, as per the new addendum signed with the
contractor in July, 1987 the civil works were to be
completed by September, 1988, Thus, there has
‘been a delay of about 7 years in the completion of the
building. The representatives of the Ministry were
candid enough in their admission before the Com-
mittes that about 65 per cent of the cost escalation
has been due to time-over runs alone. The main
reasons for the abnormal delay given by STC are
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delay of about 15 months in handing over of the site
to the contractor, inadequate supply of cement/steel
during 1981-82 due to ASIAD, incorporation of
additional fire protection measures etc. The cons-
traints faced due to ASIAD were only for a short
period of one year (1981-82) and so far as handing
over of the site was concerned it was the responsibi-
lity of STC entirely.

The Commiittee are, therefore, not at all satisfied
with the reasons put forward by STC which do not
justifiy long delay of 7 years. The Committee is also
pained to note the slack attitude of the Ministry in this
regard as they also delayed the matter when com-
plaints were received for having awarded the contract
to a private contractor and sat over the issue for al-
most one year i.e. from 1979 t5 1980. It appears to
the Committee that STC has failed miserably in
monitoring the progress of the construction work of
the office building. Timely completion of the con-
struction would have not only reduced the cost consi-
derably but STC could also have benefited a great
deal by either renting out the complex or by self-
occupation.

The Commiittee are further distressed to find that
besides the huge cost and time over-runs, the building
had developed cracks in three floors. The Committee
visited the building for an on-the-spot study and
noticed that cracks were visible in basement and other

" two Roors. What disturbs the Committee further is

that STC has not so far been able to establish definite
cause for these cracks hence no responsibility has been
fixed on the contractor or the architect. Evasive
replies of the representative of STC in this regard
failed tn satisfy the Committee during the evidence.
The fact, however, remains that both EIL/TIT have
recommended strengthening the affected ribs An ex-
penditure of approximately Rs. 1.5 lakhs has been

—— e

-
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spent for strengthening the ribs alone besides an ex-
penditur: of Rs. 10 lakhs incurred towards sealing the
cracks.

The Committee have been informed by the
representatives of the Ministry of Commerce, that in
the context of cost and time over-runs, cracks in the
building and similar complaints, the matter has been
referred to CBI in 1987 and they have been asked to
investigate in detail the whole matter right from the
award of the contract to the escalation, irregularities
and various other allied matters. In view of this the
Committee recommend that matter may be taken up
at the highest level in the Government for getting the
CBI report expedited. The Committee expect that
both STC as well as the Ministry would take imme-
diate follow-up action on this report. The Committee
would also like te be apprised of the recommenda-
tions of CBI and the subsequent action taken there-
upon both by STC as well as the Ministry.

The Committee are purturbed to note that STC
constructed a Community Centre at its colony in New
Delhi in 1980 at a cost of Rs. 20.10 lakhs as
against the estimate cost of Rs. 11.98 lakhs. This
Centre has not been put to any use so far. The design
for the Centre was prepared by the Corporation’s
Chief Engineer and the work was executed under his
supervision. During the course of execution of the
work, roof of the Centre sagged by 1 to 2 feet. In
this connection, STC approached University of Roor-
kee to give their opinion about the cause of the de-
fect. The Roorkee University opined that since the
cracks had reached upto the top it was not safe for
any one to enter or remain under the roof. It was
also statcd that sagging of roof was mainly due to
structura]l failure of beams as 3 result of inadequate
provision of bottom steel as well as ‘poor quality of
concrete . L4

The Committee are astonished at the role played
by the concerned Chicf Engineer in the whole episode.
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Although the defects pointed out by him to the con-
tractors in 1980 remained unattended, he informed
the contractors in March, 1981 that they should sign
measurcment book so that acfion could be taken to
make payment to them. The Chief Engineer also
certified in the measurement book that the work had
been done as per specifications.  As regards the actios
taken against the Chief Engineer, STC informed the
Committee that no action could be taken on the basis
of interim rcport of Roorkee University and the final
report was received on 3.9.1982 when the Chief
Engineer had already retired, The Commiite: feel
sorry to hear from the representatives of STC that at
present there is no rule or machinery under which
iicy can take action against the retired persons. They
are unable 1o comprehend this position. An officer
found guilty of criminal charges cannot be allowed to
go scot free. They, therefore, recommend that this
matter should be entrusted to CBI for inquiry against
the retired Chief Engineer and he may be prosecuted
in @ Court of Law, if found guilty. The Committee
desire that action should also be taken against the
officers responsible for making payment of terminal
benefits to the Chief Engineer.

It also came out during the cxamination that
no responsibility could be fixed in this case on any

““officer of STC other than the Chief Engineer as he

was handling all matters relating to the construction of
the Centre like designing, laying down specifications,
even recording the measurements in the measurement
book and certification and verification of contractors
bills himself. This clearly shows the lacunae in the
working system of STC. The Comm'ttee desire that
the Corporation should undertake an indepth study
of the different channels of work submission at
various levels with a view to ensure that in future
no individual officer deals with a particular work
alone and there is a system of checks and balances.

p—— e e e - e
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The Committee are distressed to note that there

. _have been frequent changes in the incumbent for the

post of Chairman, STC during the last § yeass. Dur-
ing this period there have been as many as 8 changes.
At three occasions, the Additional ‘Secretary of the
Ministry was asked to work as part-time Chairman of
the Corporation. Even though there were two full-
time Chairmen, one for about two years (from August
1983 to August 1985) and one for about one year
(from October, 1986 to October 1987). it is hardly
believable that they left the Corporation merely on
personal and health grounds as stated before the Com.-
mittee. No effort seems to have been made by the
Ministry to ascertain the actual reason for their resig-
nations, Ministy’s explanation that since full time
Chairman left STC without notice, thc Ministry was
not given enough time to select new incumbent is
most surprising to the Committee. Ministry’s inaction
can be judged from the fact that it took about 15
month’s time appointing the present incumbent. In
this connection, Chairman, STC wag candid in his
admission during his evidence that “We have a very
very wide infrastructure facilities. The only thing
that we coult not do was that these were not properly
channelised because of the chief executives’ temporary

_.stay. Long term planning was not done. Nobody

8.28

looked ahcad towards the organisation. Every body
was busy in disposing of the day-to-day work.” At
this stage the Committee can only express their d's-
pleasure over the casual manner in which adminis-
trative Ministry has been managing the affairs of
this vitally important public sector undertaking
having annual turnover over of Rs. 4000 crores.
The Committee need bardly emphasise  that such
frequent changes at the highest level are bound to
adversely affect the working of the Corporation.

The Committee have been further informed
that from January 1989 a full time Managing Direc-
tor and officiating: Chairman has been appointed for
STC. Regrettably the terms and conditions of the
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new incumbent have not been finalised, as thesc
are still stated to be under finalisation by the Gov-
ernment and the appointment of the Chairman is
also under cons-deration. The Committee desire that
these should be decideq at the earliest as further
delay in the matter may give rise to uncertainty in
the future long term planning. In this connaction
the Committee would -like fo point out that in its
carlier Reports the Committee on Public Under-
taking have been recommending that the Chief Exe-
cutives of the public sector undertakings should be
given at least 5 years term.  This has been again
emphasised in their 32nd Report (1987-88) on
Accountabifity and Autonomy of Public Undertak-
ings. The Committee hope that these recommenda-
tions would be borne in mind by the Ministry while
deciding the térm of Chief Executive of any publc
sector undertaking under its administrative control.

The Committee note that at present the ad-
ministrative wing dealing with STC in the Ministry
is headed by a Joint Secretary. However, in the
recent past Additional Secretary of the same Minis-
try was asked to officiate as Chairman of STC. It
is beyond the comprehension of the Committee how

‘Joint Secretary can evaluate the performance of the

undertaking which is headed by an Additiongl Sec-
retary of the sameé Ministry. The Committee desire
that such an ad-hoc “and wnhealthy practice should
be avoided in future. ‘

The Committees note that there is provision of
four Government directors on the Board of STC.
Two of them' are the representatives of Ministry of
Commerce while other two are from other Ministries
like Ministries of Finance and Food. However, the
Committee’s examination has revealed that working
of the institution of Government nominec directors
needs further improvement. Even though the M'nis-
try has stated that these directors bring their views
before the Government, admittedly at present no
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written reports are being submitted by these direc-
tors. No important case or shortcoming in the
working of STC was included in the agenda of
Board at the instance of these Government direc-
tors. Similasly. no irregularities or shortcomings have
been brought to the notice of Government by these
directors on the Board of STC during the last 3
years, The Committee do not approve such laxity
on' the part of Government directors, who are sup-
posed to be eyes and ears of the Government as far
as the working of the public sector undertaking is
concerned. The Committee hope that in future Gov-
ernment directors will perform their functions more
purposefully so thet the existing mechanism is fully
utilised. Needless to point out that this will provide
necessary feed back and interaction hetween the
undertaking and ‘the: Government.

The Committee regret to note that at present
there is no representative of the Ministry of Com-
merce on the Board of STC. This situation has
arisen as the officers who were on the Board of STC
have been transferred from the Ministry. The other
2 nominees of the Government from the other Mini-
stries are reportedly there to look after the interest
of their respective Ministries. The Committee desire
that the Ministry. should ‘nominate its two represen-
tatives on the Board of STC immediately and in
future when some officers i« due for promotion|
retirement or tramsfer, ‘advance action should be
taken to fill up the vacancy so that Board of con-
cerned undertaking does not remain unrepresented.

As per BPE suidelines issued in 1969. 1975
and 1980 the Ministries should hold nerformance
Review Meetines in respect of Undertakings under
their administrative control every quarter associat-
ing the representatives of Burcau of Public Enter-
prises and Planning Commission. The Committes
have, however. found that Ministrv of Commerce
held only 2 such review meetinse each in 1986, 1987



48

9.18

and 1988. This clearly shows that Ministry has not
evinced keen interest in the work.ng of SIC. While
expressing their displeasure over not holdiag the
required review meetings, the Comm.ttee hope that
atlcast from now onwards the administrative Minis-
try would activate this mechanism and provide
timely guidance to the Corporation to get over the
coastraints faced by it from time to time.

The Committee are surprised to know that a-
though five subsidiares viz. PEC, HHEC, CCI,
CCIC and TTC] have been attached with SIC, it
has virtually no control on the working of the sub-
sidiaires. The Chief Executives of these subsidiaries
are appointed directly by the Ministry and their ac-
countability to the STC is almost nil, However, in
case of CCI, there is common cadre of statf and one
of the Executive Directors of STC is appointed as
part-time Chairman of this Company .

The position of STC's two subsidiaries viz.
HHEC and its subsidiary CCIC is rather peculiar.
While STC is under the administrative control of
Ministry of Commerce, HHEC is under the admi-
nistrative control of Ministry of Textiles. HHEC
has been attached with STC for last as many as 27
years, It is only recently in March, 1988, when STC
has approached the Ministry of Commerce to delink
HHEC from them. In this connection, the Commit-
tee have been informed by the Commerce Ministry
that various procedural issues involved in delinking
HHEC from STC are under examination and a
decision will be taken in consultation with the
Ministry of Textiles. The Committee desire that
the decision to delink HHEC from STC should be
taken without any further delay.
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