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ORAL ANSWERS TOQUESTIONS
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Tannery and Footwear Corporation of
India Limited
+
" SHRIINDRAJIT GUPTA:
SHRI SANTOSH KUMAR
GANGWAR:

*881.

Willthe PRIME MINISTER be pleasedto
> state:

(a) the details of orders placed with the

Tannery and Footwear Corporation of India Lim-
ited (TAFCO) by the Armed Forcesineach of
the lastfive years as comparedtothe purchases
offootwear duringthe same periodfromthe open
market,

(b) whetherthe decision of the Union Gov-

~ emmentin regard to Utilisation of TAFCO’s full

capacity by the Armed Forces has not been
followed strictly by the three forces;

(c) whether the Govemment would now’
directthe Armed Forces to utilise the installed
capacity of TAFCO to the maximum extent; and

(d) if so, the facts thereof ?

THEMINISTEROF STATE IN THE MIN-
ISTRY OF DEFENCE (SHRIMALLIKARJUN):
(a)to(d): Astatementis laid on the Table of the
House.

STATEMENT

(a): The details of the orders forfootwear
placedon TAFCO as comparedto purchases
fromthe open market, duringthe lastfive years
are—

TAFCO Year Totalqty Totalprice (inRs.)
1988—& 94,40Q 1,66,51,407
198990 67,260 1,29,11,300
199091 1,19,000 2,51,64,600
1991—2 1,48,525 2,86,34,750
1992—-a3 22450 42,65,500
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OPENINGMARKET Year Totalqty Totalprice (in Rs.)
1988—8 1,19,400 89,11,11250
1989—80 191,700 2,94,16,396
199001 5,03395 531,41,570
191—@ 438,525 4,33,04,797
199283 25104 2333344

(b) Allorders, including those on TAFCO
have been placedin accordance with Govem-
ment orders issued from time to time. The
placement of orders is presently govermned by
the instructions of the deptt. of Public Enterprise
dated 13. 1.92. According tothese instructions,
Public Sector Undertakings are not eligible for
any price preference. However, if the quoted
prices of public enterprise is within 10% ofthe
lowest valid price bid, purchase preference may
be granted to the public enterprise concemed.
This policy is valid for a period of three years.
After booking the capacity of the Ordnence
Equipment Factory, Min. of defence places
orders forthe balance quantities onthe basis of
the above cited guidetines issued by the Deptt.
of Public Enterprises.

(e)and(d). Donotarise.

SHRIINDRAJIT GUPTA: Sir, | have care-
fulty gone throughthe statementwhich has been
laid. Now, if you will kindly iook at the statement
—the question was asked regarding the lastfive
years — itis evident that inthe five years from
1638 to 1993, the total quantity of footwear
pu-chased, if you add up the five years, for the
detence Forces, which were procured orbought
from this TAFCO, that is the public sector,
Tannery and Footwear Corporation of india Lim-
ted, comesto 4, 51, 635 pairs of shoes orboot
whateverthey were. Whereas the quantity bought
inthe same period from the open marketcomes
t0 12.78,124. itis about three times more from
the open market than formthis TAFCO. simi-

larly, if you see the value, the money which was
paidoutfortheseboots andshoes, tothe TAFCO
they have paidduringthese five yearsRs. 8. 15
crore andto the open marketthey have paid Rs.
13.64 crore. Itis quite obvious that anattemptis
being made here to deny orders to the public
sectorunitin favour af the small scale sector.
But! wanttoknow why the Ministry has notbeen
implementing a clear cut decision, whichwas
givenby the committee of secretanes headedby
the Cabinet Secretary to the effect thatfifty per
centofthe orders mustbe givento TAFCO. why
have this 50 per cent orders notbeen givenfor
alitheseyears?

SHRIMALLIKARJUN: Sir, itis nottrue that
the Govemment has notimplemented the direc-
tives of the Government tself in relation tothe
procurement of footwear fromthe TAFCO. In
1985, the Committee of Secretaries have not
only recommended that fifty per cent orders
should be placed onthe TAFCO butthey have
also said that the price should be at par of the
Ordnance Equipment factory which produces
footwear also.

Asthehon. Member has rightly mentioned,
if you take these five years, TAFCO has been
given Rs. 8 crore and odd and open markethas
been given morethan Rs. 12 crore. Butthe point
of reality as such is the question of price, which
iscominginthe way. When the price at parwith
Ordnance Factory has beengiven, therewas an
objection from the Comptroller and Auditor
General. And then, the prices quoted by the
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TAFCO were always highercomparedtothatof
DGS&D, whose prices are quite minimum. Itis
notonly the question of encouragingthe small
scale industry butalso itis the question of price
variation. Because of the price variation, we
were in adifficult position to place the maximum
orderson TAFCO. .

SHRIINDRAJIT GUPTA: Sir, | am afraid
the hon. Minister is distorting the opinion and
decisions ofthe meeting ofthe Committee of the
Secretaries. The Cabinet Secretary headedthis
Committee atthe time. Very senior people were
there on this Committee; finance Sécretary,
secretary Ministry of Defence, Secretary De-
partmentof Industrial Development, Secretary,
Departmentof Defence Production, Secretary,
Department of Supply including the Cabinet
Secretary. They had quite cleatly mentioned
andif | may quote from the proceedings of this
Committee: :

“The Cabinet Secretary observedthatwher
thetakeover of the two units ofthe BIC v+ as
contemplated, the Ministry of Defe nce could
not have been unaware of ti.2 working
results of these units, as also o the possi-
b lity of procurement havingtc be made at
re'atively higher prices. The take—over
wa :novertheless recommendedto Cabi-
nett.r approval; this clearly showed that
the defence authorities hadtacitly accepted
the position, that procurementwould have
to be made fromthese units, atpnces which
might notbe competitive.”

Ifimay say, Sir, small scale units which are
there s Agraand Kanpur particularly, are not
actually small scale units in the sense that
behindthem there are bigger people operating
_ these smalli scale units. But, anyway the point
that | am trying fo make is that there is a
deliberate policy here to make a public sector
sick. Today, we are told so many public sector
units have become sickandthey mustbe wound
up or somethingmust be done. whenthesetwo
units of BIC were taken over, there were 5000
people working in them. Now, there are 1700
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peopleleft. The orders that atleast upto 50 per
centmustbe givento TAFCO have neverbeen
carriedout. itis adeliberate policy of makingthe
public sector sick. Therefore, | would like to
know why the Government is following this
policy. Dothey wantthese publicsector unitsto
be destroyed while they go on sayingthatthey
areinfavour of the public sector? The Cabinet

* Secretary and other Secretaries had given this

clearcut opinion anditis just being violated by
the purchasing Ministries.

SHRIMALLIKARJUN: : Itis nottheintention

.of the Governmentto make any public sector

unitasickunit. The unititself on the basis of its
performance eitherbecomes sick orbecomes
a healthy one. So far as the reference to the
CabinetSecretary and Secretaries committee
isconcemed, | have dearly informedthe august
house that wewantedtofollowit. Today, we have
aresource crunch. Wecannot affordto give the
r iccof Rs. 196 forapair of shoes whenwe get
forRs. 153 30apairof soes. Apartfromthat, so
farasthe que ity isconcemed, itis satistactory.
But, sofaras(he delivery schedule of TAFCO
isconcemed, | have just mentionedto youthat
whenthe Air Forc.» has placed orders for 24000
pairs with theirspec fications. the TAFCO could
notsupply them, an. when an order for 60000
panswasplaced, itv as actually rejected. Also,
sofaras the Amyis concemed. when orderfor
47000 andodd pairs was placed. they hadtaken
twoyears. Theorderwas placedin 1990andonly
in 1992March, they had deliveredthem. | donot
blameit. | appreciate the capability of the unit.
But, what am | to do when the BIFR is now
concludingthatitisasick unitandanagency has
been appointedto gointo the detarts andfind out
the reasons forthe sickness? itis not thatthe
price competitiveness is there. ’

lam cestainly sreparedto purchase any
quantity. Sofar asthe Govermment guidelines
are concerned, there was a 10 per centprice
preference from 1989 onwards.

SHRIINDRAJIT GUPTA: How much ?
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SHRIMALLIKARJUN: Tenpercentprice
preference. -

SHRIINDRAJIT GUPTA: Is that permit-
ted?

SHRIMALLIKARJUN : We have permitted
till 13.1.1992 whenthe Government directive
hadcomefromthe Bureau of Public Enterprises
thatthere wouldbe no 10 percentprice prefer-
ence in public sector units, and thatthere would
beonly 10percentpurchase preference. Weare
following allthese guidelines.

SHRI INDRAJIT GUPTA : Sir, | have
another question. | am a bit out of practice
because normally I never geta question. itisup
toyouto allow me.

MR. SPEAKER: You can ask one more
question.

SHRI INDRAJIT GUPTA : Sir, the hon.
Minister has referredto alarge number of pairs
of shoes and boots whichwere orderedby the Air
force at Avadiandalsoforthe Atmy and said that
the TAFCO had failedto supply these orders. |
would like'to know from him whetheritis afact
thatthese large consignments which were pur-
chasedfromthe openmarket, intwocases, they
caughtfire and were destroyed and were found
tobe termite—ridden.

Sir, the Minister avoidedtalkingaboutqual-
ity. | noticed that. He talked only about price
preference. Ourdefence forces should notbe
supplied with lower quality material just forthe
sake of savingsome money. Itisthe defence
people who require the bestquality of footwear
andboots. Buttheselarge consignments cought
fire at Avadi and | think, at Kanpurandtheywere
destroyed. They were found to be termite—
ridden. | am referring to the double moulded
shoes. Doyou wanttoclosedown TAFCO ?Do
youwantto make it sick? Doyouwanttopretend
thatitis sick, senditto Bureau of Public Enter-
prises and get it closed down? | would like to
know what s the game plan.
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"‘SHRIMALLIKARJUN: : Sir, Ido nothave
anygame plansofaras TAFCOisconcerned.
Iwishthatitwillcome up, butunfortunately now
it is with the BIFR. They should come to its
rescue andthey should rehabilitate it. The hon
Memberhas mentioned aboutlow costprocure-
mentof things. | believein it. sometimes, forthe
sake of competition, some people quote low
cost. But, unfortunately orfortunately, we are
takingitfromthe DGS &D and notdirectly from
any otherparty. So, specifications are givenand
onthatbasis they are supposed to supply the
material. If anythinghappens, itis the responsi-
bility of the DGS&D andthe supplier. We donot
come intothe picture interms of quality andin
terms of quantity.

(Translation]

SHRISANTOSHKUMAR GANGWAR:
Mr. Speaker, Sir, Iwas studying TAFCO report
which shows adeficit of Rs. 140croresason 31
March 1992 and the reason for this deficithas
been statedthatthe Ministry of Defence has not
given adequate supply order as were expected
ofit. |have heardthe reply order as givenby the
hon. Ministerand he has said that full supply is
not being given, but nothing has been said
regardingthe quality of the supplieditems. Just
now the hon. Members Shriindrajit Gupta also
said somethingin this regard. | would Justlike
to know from the hon. Minster about the future
planinginrespectof TAFCO, the type of rela-
tions the Government will have with it and
whetherthe Govemmentwouldtake care ofthe
future ofthirty one thousandemployees? Would
the Government ensure the quality of products
preparedby TAFCO so that quality goods are
suppliedtoour defence services?

[English)

SRIMALLIKARJUN : Sir, | have not dis-
putedthe quality sofaras TAFCO is concemed,
butonly the other parameters which are essen-
tially requiredinterms of supply of pairs. Sofar
as the future orders are concerned, we will
strictly follow the guidelines issued by the Bu-
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reau of Public Enterprises.

SHRIA.CHARLES: Sir, fromthe answer
itisseenthatduring 1990—91 and 1991—92,the
quantity purchasedfromthe openmarketis five
lakhs and four lakhs respectively. The amount
isalso Five crores and Rs. Fourcrores whereas
inthe TAFCO, the quanity of the order placed
was one lakhandunfortunately, the price comes
onlytoRs.21/2crores, inview ofthe 10percent
price preference given.

Butitis very unfortunate when the Minister
says thatthe price preference has beentaken
away andthey onlygive purchase perference of
10percent. Thatdoes not help anyindustry. In
the cottage industry, small scale industry and
small publicundertakings of the Government,
the generalunderstandingsis, 10 percentprice
perference shallbe given so that these indus-
tries willcomre up, especially atatime whenthis
particular industry is referred to BIFR. When
somethingis referredto BIFR, thatis the end of
it. No factory is coming out of it successfully
afterwards.

May | know from the hon. Minister at least
inthese particular areas the Govemment would
review their policy to seethat 10 percent pref-
erenceis always given for public sectorunder-
takings and alsoforsmall scale industry sector?
lfthe small scale industry sector is not covered,
Ithink. this may also be given the preference.

SHRIMALLIKARJUN : So faras 10 per
cent price preference is concerned, | am not
saying aboutitfrom my side. Itis the decision
of the bureau of Public Enterprises taken in_
January, 1992. :

SHRI A. C. CHARLES: Sir, | want your
protection. The Govemment should have some
poticy onthis.

MR. SPEAKER: Thatis notfor the Defence
Ministry to diced this policy.

SHRIMALLIKARJUN': Thatis the Govem-
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ment policy and not my policy.

[Translation)

SHRI ATAL BIHARI VAJPAYEE : Mr.,
Speaker, Sir, TAFCO does not have much
workload because the goods preparedby itis of
high prices, thatis why thedemandforits goods
islow. | wouldlike to know whetherthe Govemn-
ment has made any effort to raise the produc-
tion? If it increases the production, it would
require market, soitshould reduceits pricesin
orderto be abutocompete inthe open market.
Secondly | would like to know about small
industries. As ShriIndrajit Gupta has statedthat
large scale industries are working in the dis-
guise of small scale industries, | wouldlike to
know whetherthe Govemmentwhile purchas-
ing material from small scale industries, en-
sures that the goods have actually been pro-
duced by the small scale industries and no
multinational company is working behind the
curtain? )

[English]

SHRIMALLIKARJUN: Sir.itisuptothe
Director General of Supplies and Disposal to
penetrate whetherthere is multinational or not,
whetherthere is genuine smallindustry entre-
preneur or not. | am not concerned with that.
Becauselamapurchase. |ampurchasingfrom

» the DGS&D. | am concerned with other

things.

SHRIATALBIHARIVAJPAYEE : Youare
not onlythe purchaser but you are also the
Govemment. How can youignore that?

SHRIMALLIKARJUN: Ofcourse, |lampart
ofthe Govemment. Asthe Govemment also, we
have laid down business. It is not that | can
interfere in somebody's duties entrusted asthe
Govemment. Byt as apartofthe Govemment,
iwillmake areport, if necessary. '

Asyouare allaware, the other day only you
have passed our Demands and soon.
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[ Transiation)

SHRI ATAL BIHARI VAJPRYEE : Mr.,
Speaker, Sir, you have been aMinister of De-
tence ? Whattype of reply is being given?

SHRIMALLIKARJUN : My rebly is com-
plete. lif youwantmetosay somethingelseinthe
name of Minister of Defence, | would not

yield.... (interruptions)
[English)

SHRIBASUDEBACHARIA: This TAFCO
was in private sector. When it became sick, it
was taken over and then subsequently
nationalised. There was price preference upto
January, 1992.in1989—90, 1990--91and 1991—
92,inthree years also, the order for TAFCOwas
muchlessthanthatof the private sector. Nowthe
purchase preference is there. The Ministry of
Defence hastoconsideritin view of the sickness
of this industry. Reference to BIFR does not
mean that this industry will be closed down.

It has been referred only to prepare a
package for the revival of this sick inindustry.
twouldliketokrcv: whetherthe Defence Minis-
te. vl F=ip ‘o rev e this indus'ry by placing
order, onthisindustry ‘fircct c-npurchaseeven

" direct from this industry. | would like to know
whetherthe Ministry of Defence will place order
in order to help this industry and will give pur-
chase preference sothatthe number of shoes
purchased fromthis Unitis more than that of the
private sector.

SHRIMALLIKARJUN : I never mentioned
thatthis TAFCO should be closeddown. What
all iImentionedis thatitis with BIFR. Anagency
has been appointedto gointo detail asto how to
rehabilitate it. We all wishiit.

Sofar asthis purchase preferenceiscon-
cemed, we will certainly follow it. ltisa guideline
- nfthe Government. and we willcertainly follow
tha:

MAY 5, 1993

‘OraIAnswers 12

Sofarasmequestionofwhatqt_.oantitywe
will place onitis concemed, it all depends upon
the particulartime.

SHRIBASUDEBACHARIA: Youhaveto
pay 50percent.

SHRIMALLIKARJUN: We will pay 50 per
centprovidedthe priceis in accordance with the:

have gonethrough all those Instructions.
The Secretaries Committee have metin 1989.
That was of 1985. There was not only one
Secretaries Committee. Butthere werethree or
four Secretaries Committees. On and often,
after reviewing, they have cometo certain con-
clusions. .

SHRIBASUDEBACHARIA:Whatwere
those conclusions?

SHRIMALLIKARJUN :Thisis what|

amtellingthat atone stage they said that
the price of TAFCO mustbe givenonparwiththe
Director General of Ordnance Factory whichis
producing four lakhs of shoes. Againwhen the
Audit objection has come, thenthe questionof °
competitiveness has come up because of the
objection raised by the Audit. Thatis how, they
have toface the competitive life and we cannot
asaGovemment affordjustto supportthe public
sectorunits, notonly TAFCO, butany other. But
they have to develop this competitiveness and
forthat reason, Government has adoptedthe
policy of not giving 10 per cent price preference
butto give 10 per cent purchase preference.
Suppose, somebody gives atthe lowest price,
we will call for negotiations and we willtry to see
how best we can give the order to this public
sectorin comparisonto this bogus tender. We
arefollowing this policy.

D. A.P.Fertiliser Units

882. SHRICHANDRAJEET YADAV: Will
the PRIMEMINISTERbe pleasedto state:





