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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authoriseu 
by the Committee, do present on their behalf this Two Hundred 
and Thirty-Seventh Report on action taken by Government on the 
recommendations of the Public Accounts Committee contained in 
their Hundred and Ninety-Fourth Report (Fifth Lok Sabha) on 
'Import of Textile Machinery' commented upon in Paragraph 31 of 
the Report of the Comptroller and Auditor General of India for the 
year 1973-74, Union Government (Civil). 

2. On 5 June, 1976 an 'Action Taken Sub-Committee' consisting 
of the following Members was appointed to scrutinise the replies 
from Government in pursuance cf the recommendations made by the 
Committee in their earlier Reports:- 

Shri H. N. Mukerjee-Chairman 
2. Shri N. K. Sanghi-Convener 
3. Shri Dinen Bhattacharya 7 
4. Shri Chandulal Chandrakar I 
5. Shri Raja Kulkarni I 
6. Shri Shyam Sunder Moh-apatra I 1 4 ~  .,c). 

7. Shri Priya Ranjan Das Munsi } 
8. Shri Sardar Amjad Ali I 
9. Shri Indradeep Sjnha I 

10.  Shri Omprakash Tvagi 
1 
J 

3. The Action Taken Sub-Committee of the Public Accounts 
Committee (1976-77) considered and adopted this Report a t  their 
sitting held on the 14th October. 1976. The Report wa,s finally 
adopted by the Public Accounts Conlmittee on the 25th October. 
3976. 

4. For facility of reference the main conclusions/recommenda- 
[ions of the Committee have been printed in thick type in the body 
of the Report. For facility of convenience of conclusions/recorn- 
mendations of the Committee have also been appended to the Report 
in a consolidated form. 



- (vi) 

5. The Committee place on record their appreciation of the 
assistance rendered to them in this matter by the Comptroller and 
Auditor General of India. 

NEW DELHI; 
October 26, 1976. 
Kartika 4, 1898 (S). 

H. N. MUKERJEE, 
Chairman, 

Public Accounts Committee. 



CHAPTER I 

REPORT 

1.1. This Report of the Committee deals with the action taken by 
Government on the Committee's recommendations/observations con- 
tained in their 194th Report (Fifth Lok Sabha) on 'Import of Textile 
Machinery', commented upon in paragraph 31 of the Report of the 
Comptroller & Auditor General of India for the year 1973-74, Union 
Government (Civil). 

1.2. The 194th R e p r t  was presented to the Lok Sabha on 30 
April 1976 and contained 23 recommendations/ob~ervations. Ac- 
cording to the time schedule, prescribed in the Committee's 5th 
Report (Fourth Lok Sabha), for furnishing Action Taken Notes on 
the Committee's recommendations/observations, the Notes indicat- 
ing the action taken by Government on the recommendations/ 
observations contained in the 194th Report were required to be 
furnished by 31 October 1976. The Ministry of Commerce had, 
however, been requested, on 18 June 1976, t,;, furnish the relevant 
Notes latest by 31 August 1976. On a request made by the Minis- 
try, the time limit had subsequently been extended till 30 Septem- 
her 1976 and all the Action Taken Notes" were made available in 
accordance with this revised schedule. 

1.3. The Action Taken Notes received from Government have 
been broadly categorised as follows: 

(i) Recommendations/observations that have been accepted 
by Government : 
S1. NOS. 1, 2, 3, 4, 5, 6, 7, 13, 17; 18. 19; 20; 21; 22 and 23. 

(ii) Recommendations/observations which the Comrrtirtec do 
not desire to pursue in the light of the replies received 
from Government. 

NIL 

(iii) Recommendations/observations replies to which have not 
been accepted by the Committee and which, require reite- 
ration : 
S1. Nos. 14 and 15. 

. --I- ____ - ._.. .- ..._ ..- .._ - . . -- 
* K O ~  vctted in  Audit. 



(iv) Recommendations/cbservations in respect of which Gov- 
ernment have furnished interim replies : 
S1. Nos. 8, 9, 10, 11, 12 and 16. 

1.4. The Committee expect that final replies to those recommen- 
dations/observations in respect of which only interim replies have 
so far been furnished will be made available to them expeditiously, 
after getting them vetted by Audit. 

1.5. The Committee will now deal with the action taken by Gov- 
ernment on some of their recommendations/observations. 

Under-u:ilisation of the installed capacity of the indigenous textile 
machinery industry. (Paragraph 1.23-S1. No. 2). 

1.6. Commenting on the country's dependence on imports of tex- 
tile machinery, spares and accexorics and the wide gap between the 
installed capacity of the indigenous textile machinery industry and 
~ t s  a-tual production, the Committee, in paragraph 1.23 of the Re- 
port, had recommended, inter alia, as follows : 

"Paucity of funds, inadequate assistance from financial insti- 
tutions and the stagnation in the cotton textile industry 

. have been cited as the primary reasons f * x  the non-ut2i- 
sation of the installed capacity to its op~imum. The Com- 
mittee understand that certain steps are being taken and 
more are under consideration by Government to meet 
the requirements of the textile machinery manufacturers. 
The Committee would urge Government to tackle the 
question on a priority basis. The Committee feel that 
had the capacity for the manufacture of textile machinery 
been developed on a realistic basis right from the incep- 
tion. there would not have been this problem of gross 
under-utilisation. In  any case, the Committee stresi thst 
a realistic assessment should now be made and a persyec- 
tive plan drawn up in consultation with the textile in- 
dustry and the textile machinery manufacturers with a 
view to facilitating rationali-jation and modernisation." 

1.7. The Action Taken Note, dated 21 September 1976, furnished 
by the Ministry of Commerce on the above recommendation is re- 
produced below: 

"In order to make a realistic axzssment of the actual require- 
men: *sf textile machinery as also the requirement of tes- 
tiles in the coming years, a scheme for modernising the 
textile industry is being formulated in consultation with 
the Industrial Development Bank of India (IDBI)." 



1.8. The Committee note that a sc5tmc for nlodernising the tex. 
tile industry is being formulated by Government in consultation with 
the Industrial Development Bank of India in order especially to 
make a realistic assessment of the actual requirement of textile 
machinery and textiles in the coming years. The scheme should 
be finalised as soon as possible and its implementation closely moni- 
tored so that constraints and boillenccks can be overcome imme- 
diately as they come to notice. The Committee would like special 
care to be taken for the manufacture of cloth of acceptable quality 
and its supply a t  reasonable priccs to the weaker sections of our 
society who have suffered so long and so grievously in this regard. 
Thc details of the said scheme should be intimated soon to the 
Committee. 

Delay in enforcing pma1t-y provision, for non-fulfilment of export 
obligations. (Paragraphs 1.71 and 1.72-S1. Nos. 7 and 8) .  

1.9. Expressing conc?rn over ;':e unduly long time taken in in- 
voking and enforcing thc penalty provisjms for the non-fulfilment 
of export obligations by importers who had been granted licerlces 
for the import of textile mach'nery, the Committee. in paragraphs 
1.71 and 1.72 of the Report, had recommended: 

"1.71. The Committee are perturbed that even in cases of 
established default, Government i90k much time to in- 
voke and enforce the provision for the levy of penalty 
in the bonds executed by ihe defaulting parties. For 
instance, in the case of Marsden Spinning & Weaving 
Mills Co. Ltd., the export obligation was to bc discharged 
in a period of five years commencing from 1 April 1961. 
Its actual export performance, as against the obligation 
of 128.29 lakhs yards. was reported to be only 22.92 lakh 
yards; even for this figure, thcre is no  documentary cvi- 
dence. Yet, the demand notice for the recovery of penalty 
of Rs. 10.53 lakhs was issued lmly on 27 May 1969, after 
three years of the lapse. Seven more years have clap-ed 
since then and the decisb~n to file a civil suit for the re- 
covery of the penalty is yet tc~ be implemented. Again, 
in the case of New Commercial Mills, though the export 
obligation, valued at Rs. 32.77 lakhs, to be discharged by 
December, 1966, demand notice for the payment of 
penalty for not having effected any ex,?orts, was issued 
nearly four years later. Similarly. in the caTe of Kishan 
Chand & Co., thoucjh the imported machinery had been 
commissioned in October 1967, and though it was also 



known to Government, 'soon after' the installation of 
the machinery, that the imported machinery was not 
capable of producing 'exportable quality cloth', notice for 
the penalty of R.;. 2 lakhs was issued some seven years 
later, in September 1974. In respect of Mahendra Mills 
and Jagatjit Cotto2 Mill;, notices for the recovery of 
penalties of Rs. 33.53 lakhs and Rs. 21.56 lakhs had been 
issued respectively on 20 February 1970 and 13 July  1971 
and a decision to file civil suits against the mills was 
taken only in 1975." 

"1.72. The Committee have, in this connection, been told of 
an  official decision that before resorting to legal action 
necessarily involving expenditure of money and time, 
a period of no more than two to three years would be 
allowed to the defaulting mills t l ~  fulfil their export obli- 
gation. While the Committee might concede that there 
is some justifica'tion for this decision, they note that this 
decision was taken onlv L _ recently in November 1974 after 
a review of the pending cases. This implies that prior 
to 1974, the action taken in this regard had been inade- 
quate. The Commerce Secretary omcedes that when 
a party is apparently incapable of performing his obliga- 
tion there i:; no point in waiting indefinitely. The Com- 
mittee would, therefore, require the reasons for the delay 
in issuing demand notices and in initiating legal proceed- 
ings, w,herever called for, to be investigated in each case 
with a view to appropriate acti*m.ll 

1.10. In  their Action Taken Note dated 21 September, 1976, the 
Ministry of Commerce have stated: 

"As desired by the Committee, the Textile Commissioner has 
been advised to investigate into the reasons for the delay 
in i-;suing demand notice and in initiating legal proceed- 
ings in each case wi th  a view to taking appropriate 
action." 

1.11. Now that the Textile Commissioner has been asked to in- 
vestigate into the reason5 for the delay in issuing demand notices 
and in initiating legal proceedings for the non-fulfilment of export 
obligations by mills which had been granted licences for the impirt 
of textile machinery, the Committee desire that these investigations 
sho~rld be completed early and appropriate acltion taken, under 
advice to them, against the officials who are found to have been 
relniss in the discharge of their responsibilities. 



Non-fulfilment of export obligation by Arthur Imports & Exports 
Co. (Paragraphs 1.75 and 1.76-51, Nos. 11 and 12). 

1.12. Commenting on the failure of Arthur Imports & Exports Co. 
to fulfill the export obligation cast upon them, for well over 15 
year2, against the licence granted to them for the import of spindles, 
:he Committee, in paragraphs 1.75 and 1.76 of the Report, had re- 
commended as follows: 

"1.75. The Committee, in particular, take an extremely 
serious view of the non-fulfilment of the export obliga- 
tion by Arthur Imports & Exports Company on the 
ground that the obligation would arise only after all the 
5,000 spindles, for which the industrial licence had been 
issued, are installed. What is even more deplorable in 
this unsavoury episode is that even the 2,500 spindles im- 
ported by the firm are yet to be cummissioned and the 
valuable foreign exchange spent on the imports has re- 
mained unproductive. I t  is, therefore, evident that 'effec- 
tive steps' have not been taken for well over 15 years, by 
the importers for establishing the industrial undertaking 
for which the licence had been issued and it i; distressing 
that on account of legal hurdles, Government have been 
placed in a helpless and embarrass;ng position. Though 
the case has been 'under examination' In the Commerce 
Ministry since 1965, no effective solution has yet been 
found to break the deadlock. The Committee have been 
informed in this connection that a second legal opinion 
has now been sought and wuuld like to know what i t  is 
and what has been done. Since the Law Ministry appears 
to hold the view that an amendment to the Industries 
(Development & Regulation) Act would be necessary, the 
Committee desire that this should be examined quickly, 
in consultation with the Attorney General, and necessary 
action initiated." 

"1.76. The reasons for the delay of over ten years for the 
'examination' of the case by Government have also not 
been satisfactorily explained. The Committee would like 
a more specific clarification and the reasons why the de- 
lay could not be avoided. Having regard to the fact that 
this particular firm and its associates have earlier come in 
f ~ j r  adverse comments repeatedly by the Public Accounts 
Committee and also by the Central Bureau of Investiga- 
tion, the Committee desire that the circumstances lead- 
ing to the non-commissioning of the 2,500 imported 



spindles by the firm should be investigated in detail with 
a view to ascertaining if any malafides were involved. 
The Committee would await a specific report in this re- 
gar? " 

1.13. In their Action Taken Notes dated 21 Spetember 1976, the 
Ministry of Commerce have replied: 

Paragraph 1.75. 

"As desired by the Committee the second legal opinion given 
by Law Ministry is enclosed. (Reproduced in Chapter 
V).  In  accordance with the advice given by the Law 
Ministry a show cause notice was given to the licensee. 
The licensee has submitted a reply to the show cause 
notice issued to them which is under examination in  con- 
sultation with Law Ministry." 

Paragraph 1.76. 

"As desired by the Committee, the Central Eureau of Invesii- 
gation is being requested to investigate in detail into the 
circum~stances leading to the non-commissioni;lg of 2,500 
imported spindles with a view t u  ascertaining if anv n1al;:- 
fides are involved. A specific Report will be submitted on 
receipt of the CBI's report." 

1.14. The Committee have been informed that on the basis of 
the advice givm by the Law Ministry, a show-cause notice was issued 
Lo Arthur Imports & Exporls Co., for the non-fulfilment of export 
~hligations and that the reply received from the firm in this regard 
i q  'under 5xamination'. More than a year has elapsed since a second 
legal opinion was obtained in thi;, case awl it is dixoncertiug that 
strong and principled action is yet to be taken against the firm for 
it. default, even whtm it appears to have resorted to evasive tactics. 
This case, which should have been concluded Iong ago. is being 
tardily processed since 1965. The Committee wish that positive 
steps are t&en a t  once, on a top priority basis, to break the im- 
p a w .  A further report in this regard should reach the Committee 
within two months. 

1.15. The Committee note that at long last the Central Bureau of 
Investigation is being requested to investigate the cirrumstanceq lead- 
ing to the non-commissioning of the spindles imported so far by the 
aforesaid firm with a view to ascertaining whether a m  rn-l~f i*e? 

. -  involved. These investigations should be completed early and 



Governn~ent should proceed to take all requisite action. The Com- 
mittee would requir ,~ information on this account without delay. 

1.16. The Committee find that though they had specifically en- 
quired into the reasons for the d d a y  of over ten years for the 'exa- 
mination' of this case by Government and the reasons why this 
delay could not be avoided, the rteply now furnished by the Com- 
merce Ministry is just d e n t  on this aspect. That this should be so 
in spite of repeated comments by the Committee emphasising that 
the Action Taken Notes furnished by the Ministries should be explicit 
and self-contained is d,eplorable. The delay in this case is clearly 
abnormal, and the Committee would, as in similar cases earlier, ask 
for a detailed explanation forthwith. 

. 1.17. The action, if any, taken by the Ministry on another re- 
commendation of the Committee that 'Go~ernrn~etnt should examine 
quickly. in consultation with the Attorney General, whether any 
amendment to the Industries (Development & Regnlation) Act was 
necessary'. has also not been intimated to the Committee. The Com- 
mittee urge that this should he done at once and all necessary action 
taken. w .. 
Irregular grant of REP Iicences against exports made in fulfilment of 

export obligations. (Paragraphs 1.91 and 1.92-S1. Nos. 14 and 
15). 

1.18. Dealing with the irregular grant of Import Replenishment 
Licences, valued a t  Rs. 5.42 crores, to exporters of cotton textiles 
for their exports made against export obligations, in contravention 
cf the Government policy in this regard, the Committee, in para- 
graphs 1.91 and 1.92 of the Report, had recommended as follows: 

"1.91. The Committee note that though the policy laid down 
for the grant of Import Replenishment Licences for Re- 
gistered Exporters against exports made in fulfilment of 
export obligations imposed on Capital Goods Licences 
stipulated that no benefit-, wmld be available on 
exports made in discharge of export obligations 
prior to 1st April 1969, import licences for Rs. 5.42 
crores were issued upto April 1970 to exporters of cotton 
textiles for their exports made against obligations upto 
March 1969. It would, therefore, appea,r that the imple- 
mentation of the policy in this regard in the field has been 
woefully defective. The Committee would like to know 
why the policy had not been implemented and whether 

responsibility for the lapse has been fixed." 



"1.92. The Committee learn that the incentives irregularly 
granted would be recovered and that the representations 
to the contrary ~eceived from the industry in this regard 
have not been entertained. Since the amount involved in 
the irregular grant of incentives is large and considerable 
time has also already elapsed since these incentives were 
allowed incorrectly, the Committee call for urgent steps 
to effect recoveries on the ba.sis of a time-bound pro- 
gramme and would like to be informed of the progress 
made in this regard so far." 

1.19. The Action Taken Notes dated 2.1 September 1976 furnished 
:in this regard by the Ministry of Commerce are reproduced below; 

Paragraph 1.91. 

"The matter has been enquired into and i t  has been found 
that the a,bsence of any uniform procedure prior to the 
issue of detailed General Licensing Instructions in 1970 
led to some cases of grant of Replenishment benefits even 
against Capital Goods-tied exports. But wherever such 
ineligible benefits were extended and wherever such 
lapses came to notice, steps were taken for the adjustment 
of Replenishment benefits from the subsequect eligible 
entitlements of the parties concerned." 

Paragraph 1.92. 

"The authority concerned has been advised to effect recoveries 
as desired by the Committee and the progress made in 
thic; regard will be intimated to the Committee in due 
course." 

1.20. If, as now stated by the Ministry, steps were taken for the 
adjustment of 'Replenishment benefits' incorrectly allowed to ex- 
porters even against Capital Goods-tied exports, from the subse- 
quent eligible entitlements of the parties concerned, the Committee 
are unable to understand how the irregular grant of such benefits, 
valued at a sum as large as Rs. 5.42 crores, to cotton t e ~ t i l e  exporters 
just escaped notice and so remained unrecovtered. I t  is evident that 
the follow-up action in the field on the General Licensing Instruc- 
tions issued in this regard in May 19'70 has been woefully inade- 
quate. The Committee would reiterate their earlier observations 
in this regard and desire fixation of responsibility for the failuro to  
implement Government poliey on this question. 

1.21. The Committee note that the authority conc'mned has now 
been 'advised' to effect recoveries from the exporters who have had 



-fhe advantage of irregular extension of such benefits. As already 
.recollimended by them, the Committee would urge Government to 
prescribe a time-bound schedule in this regard and to ensure that the 
eecoveries are effected rapidly. 

Payment of cash assistance on exports against export obligations. 
(Paragraph 1.9PS.1. No. 17).  

1.22. In paregraph 1.94 of the Report, the Comm.ittee had recom- 
mended: 

''The Committee are concerned to find that besides import 
replenishments incorrectly allowed on exports made 
against export obligations upto March 1969, Government 
had also paid, between April 1968 and May 1970, about 
Rs. 57 lakhs out of the Consolidated Fund of India,, to 
the Indian Cotton Mills Federation for payment of 
cash assistance for such exports of textiles against export 
obligations upto March 1969. Though it has been contend- 
ed that this assistance had been paid to the industry not 
by Government but by the Federation out of its export 
promlotion fund to which contributions were made by 
Government, i t  has been admitted by the representative 
of the Finance Ministry during evidence that some of the 
exports which were included in the total exports for which 
cash assistance had been paid by the Federation might have 
been made by mills which had export obligations also. It 
is, therefore, evident that an unintended benefit which is 
not in accordance with Government's policy, has been 
made available to such mills. The Committee would ask 
Government to explore the possibility of recovering on a 
pro-rata bask. Its share of the incentives irre6ularly al- 
lowed on exports agains: export obligations L I P ~ I J  N h c h  
1969." 

1.23. In their relevant Action Taken Note dated 21 September 
1976, the Ministry of Commerce have stated: 

"The Indian Cotton Mills' Federation, which disbursed cash 
assistance for the relevant period, has been asked by the 
Textile Commissioner to explo~e the possibilities of re- 
covery of the share of the Government's contribution 
made in the payment of cash assistance to the mills con- 
cerned during the period April 1968 to May 1970, on a pro- 
~ a t a  basis." 



1.24. The Committee note that the Indian Cotton Mills' Federa- 
tion has been asked by the Textile Commissioner to explore the 
possibilities af recovering, on a pro rata basis, Government's share 
of the incentives irregularly allowed on exports made against ex-. 
port obligations. They desire that this should be pursued vigorow 
ly with the Federation and the outcome of the efforts made in this 
regard intimated to them early. 



CHAPTER I1 

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

The Committee note that in spite of the progress achieved by 
the indigenous textile machinery industry since 1952, the country 
is still largely dependent on imports and that during the period 
1960-61 to 1973-74, the value of imports of textile machinery, spares 
and accessories totalled Rs. 2957.31 millions. Though indigenous 
production has increased at what the Commerce Ministry describes 
as 'a fairly sharp rate' and brought about substantial import substi- 
tution, the Committee are worried over the wide gap still subsisting 
between the installed capacity of the indigenous industry and its 
actual production, a gap which ranged between 31.5 per cent and 41 
per cent of the installed capacity during the period from 1969 to 
1973-74. If the targets proposed in the Fifth Five Year Plan for the 
textiles industry are to be achieved, the indigenous textiles machinery 
industry must take colncerted steps to discharge the heavy responsi- 
bility ca3t on it. Unless this industry is able to meet the growing 
needs of our textile manufacture, essential and long-overdue 
modernisation, rehabilitation and espansion will be badly hindered. 

[Sl. No. 1 (Para 1.22) of Appendix V to the 194th Report 
(Fifth Lok Sabha) J 

Action taken 

Observation of the Committee are taken note of. 'In order to 
better utilise the installed capacity, the machinery manufacturers 
are being permitted to diversify t h i r  capacity to manufacture new 
items. Proposals for import of designs and drawings for fabricafing 
equipment in the country are being considered under the simplified 
procedure where under a manufacturer, who is licensed can import 
designs and drawings upto a value of 5 lakhs in a year. ??his facility 
has been given to ensure fuller utilisation of fabrication capacity in 
the machinery manufacturing industry and to reduce import of 
capital goods. 

[Ministry of Commerce O.M. No. 1/4/76-Tex. (11) 
W e d  21-9-1 9761 



Paucity of funds, inadequate assistance from financial institu- 
tions and the stagnation in the cotton textile industry have been 
cited as the primary reasons for the non-utilisation of the installed 
capacity to its optimum. The Committee understand that certain 
steps are being taken and more are under consideration by Govern- 
ment to meet the requirements of the textile machinery manufac- 
turers. The Committee would urge Government to tackle the ques- 
tion on a priority basis. The Committee feel that had the capacity 
for the manufacture of textile machinery been developed on a reali- 
stic basis right from the inception, there would not have been this 
problem o,f gross-under-utilisation. In any case, the Committee 
stress that a realistic assessment should now be made and a perspec- 
tive plan drawn up in consultation with the textile industry and 
the textile machinery manufacturers with a view to facilitating 
rationalisation and modernisation. 

rS1. Nq. 2 (Para 1.23) of Appendix V to the 194th Report 
(Fifth Lok Sabha)] 

Action taken 

In order to make a realistic assessment of the actual requirement 
of textile machinery as also the requirement of textiles in the com- 
ing years, a scheme for modernising the textile industry is being 
formulated in consultation with the Industrial Development Bank of 
India (IDBI) . 

[Ministry of Commerce O.M. No. 1/4/76-Tex. (11) 
21-9-76] 

Recommendation 

The Committee are seriofusly concerned to note that the machinery 
manufacturers, according to a study made by the World Bank, arc 
producing machinery of "1950-60 vinta~ge with little prospect of sus- 
tained longterrn growth" and that only a few manufacturers account- 
ing for only 25 to 30 per cent of the industry's output could be con- 
sidered as "internationally competitive, quality and price-wise". This 
underlines the scope for improvement in quality and price of the 
machinery turned out by the textile machinery manufacturers. The 
Committee are of the view that there should be a strong Research 
and Development support given to the industry so that machinery 
design and manufacturing methods could be upgraded and the pro- 
duction made more competitive in quality and price. In the ulti- 
mate analysis, it is the quality, output and economics of the machine 



which would determine its acceptance by the textile industry and 
it is, hherefore, in the interest of all involved in the industry that 
She quality of the machinery is improved at the earliest. 

[Sl, No. 3 (Para 1.24) of Appendix V to the 194th Report 
(Fifth Lok Sabha)] 

Action taken 

Government agrees that a strong research and Development sup- 
port is essential for the industry so as to upgrade the machinery 
design and make the designs more competitive in quality and price. 
The machinery industry is making attempts to improve their design, 
and research institutes, engaged in the task 06 Research and Deve- 
lopment for the textile machinery, are lending support in this effort. 
To enable the machinery manufacturers to up-date their designs 
wherever necessary import of technical know-how is being consider- 
e d  liberally. Import of Capital equipment/prototype etc. are being 
considered for financing through the Technical Development Fund. 

[Ministry of Commerce O.M. No. 114176-Tex. (11) 
dated 21-9-191761 

Recommendation 

The Committee would, in particular, like the textile machinery 
manufacturers to take a special note of the increasing stress which 
is being laid on the manufacture of cloth of acceptable quality and 
a t  competitive rates for the general public, especially the weaker 
sections; of society and like the textile machinery manufacturers to 
bring abovt the desired mcrrientation in their manufacturing pro- 
grammes with the help of R & D and in consultation with the textile 
mills. I 

[Sl. No. 4 (Para 1.25) of Appendix V to the 194th Report 
(Fifth Lok Sabha)] 

Action taken 

Observation of the Committee are noted. Action is being taken 
*to bring these to the notice 06 the concerned authorities. 

[Ministry of Commerce O.M. No. 1/4/76-Tex. (11) 
dated 21-9-1976] 

Recommendation 

The Committee feel that the Government have also been remiss 
i n  the monitoring closely the development and utilisation of the 
,capacity of textile machinery manufacturers, as otherwise things 



would no,t have come to this sony  pass. The Committee would l ike  
Government to rectify this deficiency without delay by keeping a. 
close watch on the developments in  the textile industry and co-relat- 
ing it with the capacity and utilisation of the textile machinery manu- 
facturers so as to ensure that these twin sectors function in an inte- 
grated manner in the larger public interests. 

[Sl. No. 5 (Para 1.26) o,f Appendix V to the 194th Report 
(Fifth Lok Sabha)l, 

Action taken 

The Ministry of Commerce had set up in January, 1972, a Work- 
ing Group to determine measures for reorienting textile machinery 
industry to meet the needs of modernisation of cottsn textile mill 
industry. On receipt of the Report of the Working Group, the Gov- 
ernment identified certain sophisticated items of textile machinery 
for which there was a pent up demand f r ~ m  the mills throughout 
the country and the consequent pressure for allowing imports. With 
a view to ensure a speedy production of these items in the country, 
the Government entered into a dialogue with prospective manufac- 
turers for inducing them to enter these sophisticated areas. Pro- 
posals have subsequently been received and processed by the Gov- 
ernment expeditiously for taking up of the above items in collabora- 
tion with renowned manufacturers in the world. A number of 
schemes were approved which are at  vario,us stages of implementa- 
tion. While production of some of the items is almost on the anvil, 
for others production is likely to commence in two or three years 
time. 

[Ministry of Commerce O.M. No,. 114176-Tex. (11) 
dated 21-9-1976] 

The Committee are concerned to note that 19 out of the 220 im- 
porters who had been granted between 1957 and 1969 licences for the 
import of textile machinery and spares had not, till December 1974, 
either discharged their export obligations or produced evidence of 
the exports claimed to have been made by them. While some of 
these cases have since been decided, three mills (Orissa Texttle 
Mills, Mafatlal Fine Spinning & Weaving Co. Ltd. and Ahmedabad 
Manufacturing & Calico Printing Co. Ltd.)- have been asked t o  
furnish evidence in suppart of their further exports and action has 
been initiated to file civil suits for the recovery of the penalty for- 
non-fulfilment of export obligations from three other mills (Mahendra. 



Mills, Marsden Spinning & Weaving Mills Ltd, and Jagatjit Cotton 
Textile Mills). In one case, (Bengal Fine Spinning & Weaving 
Mills Ltd),  the authortsed controller of the mill, which was closed 
i n  March 1970, and was taken over by the National Textile Corpora- 
Rion in 1972, is stated to have promised to take steps to fulfil volun- 
tarily the balance obligation of 7.58 lakh yards. Another case (New 
Commercial Mills) is stated to be pending before the High Court 
.and is, therefore, sub-judice. A total penalty of Rs. 80 lakhs remains 
still to be recovered. As many of these cases have now been pend- 
ing finalisation for very long periods, the Committee desire that im- 
medtate steps should be taken to finalise them. 

[Sl. No. 6 (Para 1.70) of Appendix V to the 194th Report 
(Fifth Lok Sabha)]. 

Action taken 

As recommended by the Committee, immediate steps have been 
'taken and are continuing for finalising the cases mentioned in the 
paragraph. In case of Mafatlal Fine Spinning & Weaving Co. Ltd. 
and Ahmedabad Manufacturing & Calico Printing Co. Ltd., the ex. 
port obligations have been fulfilled and the Bonds have been duly 
djscharged. In case of Orissa Textile Mills, the period of fulfil- 
ment ts yet to be over and the progress with regard to export obli- 
gation is being kept under constant watch. In case of Mahendra 
Mills and Jagatjit Colton Testile Mills, civil suits for the recovery 
of the penalty for non-fulfilment of export obligation are going to 
be filed shortly for which all preparations have been finalised. In 
case of Marsden Spg, and Wvg. Mills Ltd., the plaint has already 
been lodged in Bombay High Court. In case of Bengal Fine Spg, 
and Wvg. Mills Ltd., the mill has exported 3.98 lakli yards out of 
the balance obligation of 7.58 lakh yards and the rest is proposed to 
be completed voluntarily. 

[Ministry of Commerce O.M. No. 1/4/76-Tex. (11) dated 
21 -9-761 

Recommendation 
The Committee are perturbed that even in cases of established 

default, Government took much time to invoke and enforce the 
-provision for the levy of penalty in the bonds executed by the de. 
.faulting parties. For instance, in the case of Marsden Spinning & 
Weaving Mills Co. Ltd., the export obligation was to be dscharged 
.in a period of five years commencing from 1 April, 1961. Its actual 
export performance, as against the obligation of 128.29 lakhs yards, 
-vas reported to be only 22.92 lakh yards; even for this figure, there 



is no documentary evidence. Yet, the demand notice for the re. 
covery of penalty of Rs. 10.53 lakhs was issued only on 27 May 
1969, after three years of the lapse. Seven more years have elapsed 
since then and the decision to file a civil suit for the recovery of the 
penalty is yet to be implemented. Again, in the case of New Com- 
mercial' Mills, though the export obligation, valued at Rs. 32.77 
lakhs, was to be discharged by December 1966, demand notice for 
the payment of penalty for not having effected any exports, was 
issued hearly four years later. Similarly, in the case of Kishan 
Chand & Co., though the imported machinery had been commission- 
ed in October 1967, and though i t  was also known to Govern- 
ment, 'soon after' the installation of the machinery, that the im- 
ported machinery was not capable of producing 'exportable quality 
cloth', notice for the penalty of Rs. 2 lakhs was issued some seven 
years Iater, in September 1974. In respect of Mahendra Mills and 
Jagatjit Cotton Mills, notices for the recovery of penalties of 
Rs. 33.53 lakhs and Rs. 21.56 lakhs had been issued respectiwly on 
20 February 1970 and 13 July 1971 and a decision to file civil suits 
against the mills was taken only in 1975. 

$1. No. 7 (para 1.71) of Appendix V to the 194th Report 
(Fifth Lok Sabha)l. 

Action taken 
As desired by the Committee, the Textile Commisstoner has 

been advised to investigate into the reasons for the indicated delay 
in issutng demand notice and in initiating legal proceedipgs in each 
case with a view to taking appropriate action. 

[Ministry of. Commerce O.M. No. 1/4/76-Tex. (11) dated 
21-9-76] 

Incidentally, the Committee's attention has been drawn to the 
refusal of Rayex India Ltd., a company floated by the Silk and 
Rayon Textiles Export Promotion Council, to lift four art-silk sizing 
machines imported about a decade ago, on its behalf, by the State 
Trading Corporation a t  a cost of Rs. 43.19 lakhs plus customs duties 
amounting to Rs. 11.50 lakhs. The machines which had been im- 
ported to help in the export effort in synthetic textiles have so far  
failed to fulfil the  objective and the State Trading Corporation which 
had under-written the purchase has been placed in an embarrassing 

* b~edicament with unwanted machines on its hands on acEount of 
the default and dilatoriness of Rayex India LM. The Committee 

'have been informed that legal advice has been sought for the re- 
covery of the dues from the company and would like to know what 



has happend since. Early action should also be taken to dispose of 
the machines, 

[Sl. No. 13 (para 1.77) of Appendix V to the  194th report 
'(Fifth Lori Sabha]. 

Action taken 
A mutually satisfactory agreement has been reached between 

Rayex India Ltd., and the State Trading Corporation regarding dis- 
posal of the sizing machines. I t  has been agreed that Rayex India 
Ltd. would pay approx. Rs. 55 lakhs being the actual cost of the 
sizing machines when they were imported. The agreed price of 
the sizing machines to be recovered through a mutual acceptable 
procedure which includes recovery from the auction, 
proceeds of these machines. This agreement between State Trad- 
ing Corporation and Rayex India Ltd. is yet to be implemented. 

[Ministry of Commerce O.M. No. 114176-Tex. (11) dated 
21-9-76] 

Recommendation 
The Committee are concerned to find that beside import reple- 

nishments incorrectly allowed on exports made against export 
obligations upto March 1969, Government had also paid, between 
April 1968 and May 1970, about Rs. 57 lakhs out of the Consolidated 
Fund of India, to the Indian Cotton Mills Federation for payment 
of cash assistance for such experts of textiles against export obliga- 
tions upto March 1969. Though it has been contended that this 
assistance had been paid ix the industry not by government but by 
the Federation out of its export, promotion fund to which contribu- 
tions were made by Government; i t  has been admitted by the 
representative of the Finance Ministry during evidence that some 
of the experts which were included in the total exports for which 
cash assistance had been paid by the Federation might have been 
made by mills which had export obligations also. I t  is,  therefore, 
evident that an unintended benefit which is not in accordance with 
Government's policy, has been made available to such mills. The 
Committee would ask Government to explore the possibility of re- 
covering on a pro-rata basis, its share of the incentives irregularly 
allowed on exports against export obligation upto March 1969. 

[Sl. No. 17 (Para 1.94) of Appendix V to the 194th report 
(Fifth Lok Sabha] . , 

Action taken 

The Indian Cotton Mills' Federation, which disbursed cash as- 
sistance for the relevant period, has been asked by the Textile Com- 
missioner to explore the possibilites of recovery of the share of the 



Government's contribution made in the payment of cash assistance 
b the mills concerned during the period April 1968 to May 1970, on 
a pro rata basis. 

[Ministry of Commerce O.M. No. 1/4/76-Tex. (II) dated 
21-9-76] 

Recommendation 

The various lacunae and deficiencies in the procedures evolved 
for giving effect to Government policies in regard to export promo- 
tion, which have been discussed in the preceding paragraphs, bring 
into sha<rp focus the need for concurrent monitoring to see that 
policies were, in fact, being implemented and the desired results 
achieved at least to a reasonable extent and without loss of time. 

, . ,  [Sl. No. 18 (para 1.95) of Appendix V to the 194th Report (5th 
Lok Sabha)] 

Action taken 

The observation of the Commiftee has been noted for future 
guidance and the officers concerned have been suitnbly instructed. 

[Ministry of Commerce O.M. No. 1-4-76-Tax(T1) dated 21-9-1976] 

Recommendation 

Tlhe discussion also brings out the need for working out in precise 
detail the various components of the policy. For instance, no 
unintended benefit should be given away, as had happened in the 
issue of import entitlement to textile units which were under an im- 
perative obligation to effect the prescribed quota of exports when 
they were allowed the facility of importing textile machinery. 

[Sl. No. 19 (para 1.96) of Appendix V to the 194th Report (5th 
Lok Sabha)] 

Action taken 
At present exports made under discharge of export obligations 

are also entitled to export benefits. The observation of the Com- 
mittee has however been noted for future guidance and the officers 
concerned have been suitably instructed. 

[Ministry of Commerce O.M. No. 1-4-76-Tex(I1) dated 21-9-1976] 
Recommendation 

The responsibility for correctly administering the policy should 
be clearly defined, as far as possible, so that accountability can be 
enforced in the event of a 'mala or arbitrary implementation 
which results in substantial loss to the exchequer. 

[Sl. No. 20 para 1.97) of Appendix V to the 194th Report (5th 
Lok Sabha)] 



Action taken 

The observation of the Committee has been noted and officers 
,concerned have been suitably advised. 

[Ministry of Commerce O.M. No. 1-4-76-Tex (11) dataed 29-1-76] 

Recommendation 

The Committee feel that the data-processing machines and com- 
puters, already available with the Government Departments, can 
be put to meaningful use in administering economic policies. First, 
the information system should be such as to bring to the notice of 
Government whether the incentives including import entitlement, 
drawbacks, cash grants, etc. which are being given from public 
funds where actually achieving the desired increase in exports of 
non-traditional products or exports to new areas, or whether these 
were being exploited by the trade and industry to add to their profits 
at the expense of the public exchequer. 

[Sl. No. 21  (para 1.98) of Appendix V to the 194th ReporY (5th 
Lok Sabha)] 

Action taken 

The observation of the Committee has been noted. 
[Minisky of Commerce O.M. No. 1-4-76-Tex(I1) dated 21-9-76,] 

Recommendation 

Secondly, there should be a systematic record of the obligations 
which are undertaken by the licensees who import machinery, equip- 
ment, etc. in order to make sure that they discharge these obliga- 
ticns faithfully and in  time. I t  should be possible to monitor their 
performance and follow it up systematically in order to make sure 
that either the obligations were discharged in full or the penalties 
fcr default were strictly enforced. 

[Sl. No. 22 (para 1.99) of Appendix V to the 194th Report (5th 
Lok Sabha)] 

Action taken 

In order to keep a systematic watch over the discharge of export 
obligation, a Special Cell, called the Export Obliation Cell has been 
functioning in  the office of CCI&E s'ince the year 1969. Detailed 
procedure has been laid down to oversee the progress of discharging 
-export obligation with regard to  various types of contracts. Provi- 



sion have also been made to impose penalties in case of short-fall 
or failure to fulfil export obligations. The functioning of the Ex- 
port Obligation Cell is reviewed from time to time by a s  Inter-Minis- 
terial Study Group under the Chairmanship of CCI&E. 

[Ministry of Commerce O.M. No. 1-4-76-Tex(I1) dated 21-9-761 

Recommendation 

The Commitee would also like to point out that Government have 
recently devolved the responsibility of maintenance of accounts, etc. 
on the Departments. I t  is, therefore, all the more necessary that 
the Departments should put to effective use all the modalities as 
well as the information and reporting devices that they can muster 
in order to make the units in the private sector particularly, the  
more substantial ones, realise that they have got to discharge faith- 
fully the obligations imposed on them by Government' in the larger 
public interest. 

[Sl. No. 23 (para 1.100) of Appendix V to the 194th Report 5th 
Lok Sabha)] 

Action taken 

The observation of the Committee has been noted and the officers 
concerned ha,ve been duly instructed. 

[Ministry of Commerce O.M. No. 1-4-76-Tex(I1) dated 21-9-7'61 



CHAPTER 111 

RECOMME~ATIONS/OBSERVATIONS WHICH THE COMMIT- 
TEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF THE RE- 

PLIES RECEIVED FROM GOVERNMENT 

NIL 



CHAPTER IV 

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITEE AND WHICH 

REQUIRE REITERATION 

Recommendation 

The Committee note that though the policy laid down for the 
grant of Import Replenishment Licences for Registered Exporters 
against exports made in fulfilment of export obligations imposed on 
Cap'ital Goods Licences stipulated that no benefits would be avail- 
able on exports made in discharge of export obligations prior to 1st 
April 1969, import licences for Rs. 5.42 crores were issued upto Apr'il 
1970 to exporters of cotton textiles for their exports made against 
obligations upto March 1969. I t  would, therefore, appear that the 
implementation of the policy in this regard in the field has been 
woefully defective. The Committee would like to know why the 
policy had not been implemented and whether responsibility for the 
lapse has been fixed. 

[Sl. No. 14 (para 1.91) of Appendix V to the 194th Report (5th 
Lok Sabha)] 

Action taken 

The matter has been enquired into and i t  has been found that the 
absence of any uniform prscedure prior to the issue of detailed 
General Licensing Instructions in 1970 led to some cases of grant 
of Replenishment benefits even against Capital Goods-tied exports. 
But wherever such ineligible benefits were extended and wherever 
such lapses came to notice, steps were taken for the adjustment of 
-Replenishment benefits from the subsequent eligible entitlements 
of the parties concerned. 

.[Ministry of Commerce O.M. No. 1-4-76-Tax(11I) dated 21-9-1976] 

The Committee learn that the incentives irregularly granted 
would be recovered and that the representations to the contrary 
received from the industry in this regard have not been entertained. 
Since  t h e  amount involved in the Irregular grant of incentive8 ie 



Large and considerable time has also already elapsed since these 
incentives were allowed incorrectly, the Committee call for urgent 
steps to effect recoveries on the basis of a. time-bound programme 
and would like to be informed of the progress made in this regard 
so far. 

[Sl. No. 15 (para 1.92) of Appendix V to the 194th Report (5th 
Lok Sabha)] 

Action taken 

The authority concerned has been advised to effect recover*ies as 
desired by the Committee and the progress made in this regard will 
be intimated to the committee in  due course. 

[Ministry of Commerce O.M. No. 1-4-76-Tex(I1) dated 21-9-76] 



RECOMMENDATI~ONSIOBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

Recommendation 

The Committee have, in this connection, been told of an official 
decision that before resorting to legal action necessarily involving 
expenditure of money and time, a period of no more than two to 
three years would be allowed to the defaulting mills to fulfil their 
export obligation, While the Committee might concede that there 
is some justification for this decision, they note that this decision 
was taken only recently in Nov. '74 after a review of the pending 
cases. This implies that prior to 1974, the action taken in this regard 
had been inadequate. The Commerce Secretary concedes that when 
a party is apparently incapable of performing his obligation there 
is no point in waiting indefinitely. The Committee would, therefore, 
requ'ire the reasons for the delay in issuing demand notices and in 
initiative legal proceedings, wherever called for, to be investigated in 
each case with a view to appropriate action. 

[Sl. No. 8 (Para 1.72) of appendix V to the 194th Report (5th 
Lok Sabha)] 

Action taken 

As desired by the Committee, the Textile Commissioner has been 
advised to investigake into the reasons for the delay in issuing de- 
mand notice and in initiating legal proceedings in each case with a 
view to taking appropriate action. 

[Ministry of Commerce O.M. No. 1-4-76-Tex(I1) dated 21-9-76] 

Recommendation 

I t  would also appear that apart from the bonds and bank or 
personal guarantees taken from the importers of textile machinery 
stipulating the performance of certain export obligations, there is 
no mechanism available with Government to take effective and 
quick action against defaulters and that recourse has, therefore, to 
be necessarily had to legal action, in cases of default, which is often 
protracted a'nd time-consuming. With a view to overcoming these 



a5 - 
legal and other difflculties, the Committee suggest that Government 
may take a bond, against a bank guarantee, from an applicant be- 
fore granting the licence for a sufficiently high amount and in such 
terms which would make the amount forfeitable to the Government 
at its discretion in case there is failure on the part of the licenced 
unit to faithfully discharge the obligations attached of the licence. 

[Sl. No. 9(Para 1.73) of Appendix V to the 194th Report (5th 
Lok Sabha)] 

Action taken 

Under the present procedure, the choice of executing bond with 
Bank Guarantee or legal agreement, has been left to the concerned 
parties. In order to enable the Government to take effective and 
quick action against defaulters, i t  is necessary to overcome the legal 
and other difflculties as pointed out by the Committee. Various sug- 
gestions, including amendment of Industries (Development and Re- 
gulation) Act, for ensuring timely discharge of export obligations, 
are under consideration of the Government. Concerned Authorities 
are being advised to examine the suggestions of the Committee expe- 
ditiously and take immediate decision in this regard. 

[Ministry of Commerce O.M. No. 1-4-76-Tax(1I) dated 21-9-1976] 

Recommendation 

Yet another aspect which complete attention is the lack of uni- 
formity in the undertakings obtained from the importers for the 
fulfilment of export obligations. While bank guarantee had been ob- 
tained in some cases, only a personal guarantee had been obtained in 
the cases of Marsden Spinning & Weaving Mills Ltd. and Arthur 
Imports & Exports Company. Surprisingly, in one case (Bengal 
Fine Spinning & Weaving Mills Ltd.), no export obligation bond 
was obtained at all and unless the balance obligation is fulfilled 
voluntarily, as promised by the Mills' authorised controller, the 
chances of enforcing the export obligation are uncertain. Again, 
while in the case of Lakshmi Ratan Cotton Mills and Mysore Spin- 
ning & Weaving Mills Ltd., discharge of the obligation on a pro-rata 
basis of the l o ~ m s ' a c t u a l l ~  installed, had been provided for, an im- 
passe has &en reached in the case of Arthur Imports & Exports 
Company, where since only 2,500 spindles against the 5,000 spindles 
for which licence had been issued have been imported and installed, 
the importers have taken the plea that they are not bond to fulfil 
their export obligation till all the 5,000 spindles are installed. There 
has, thus, been a recurring inconsistancy in this regard which has 



often caused peculiar complications. The Committee, therefore, de- 
sire that the existing provisions for prescribing and enforcing export 
obligations should be reviewed in detail and streamlined. Clear-cut 
and uniform criteria which are enforceable should be laid down in 
this regard to prevent abuses. 

[Sl. No. 10(Para 1.74) of Appendix V to the 194th Report (5th 
Lok Sabha)] 

Action taken 

The procedure for enforcing export obligation was prescribed in 
detail in 1970 and this matter is being continuously reviewed in the 
light of difficulties faced from time to time. The difficulties with 
regard to legal agreements being enforced are being separately ex- 
amined as pointed out in previous paragraph a,nd the authorities 
concerned are being advised to lay down clear cut and uniform cri- 
teria which are enforceable. 

[Ministry of Commerce O.M. No. 1-4-76-Tax(I1) dated 21-9-1976] 

Recommendation 

The Committee, in particular, take an extremely serious view 
of the non-fulfilment of the export obligation by Arthur Imports & 
Exports Company on the ground that the obligation would arise only 
after all the 5,000 spindles, for which the industrial licence had been 
issued, are installed. What is even more deplorable in this un- 
savoury episode is that even the 2,500 spindles imported by the firm 
are yet to be commissioned and the valuable foreign exchange 
spen' on the imports has ~emained unproductive. It is, therefore, 
evident that 'effective steps' have not been taken for well over 15 
years, by the importers for establishing the industrial undertaking 
for which the licence had been issued and it is distressing that on 
account of legal hurdles, Government have been placed in a helpless 
and embarrassing position. Though the case has been 'under exami- 
nation' in the Commerce Ministry since 1965, no effective solution 
has yet been found to break the deadlock. The Committee have been 
informed in this connection that a second legal opinion has now been 
sought and would like to know what i t  is and what has been done. 
Since the Law Ministry appears to hold the view that an amend- 
ment to the Industries (Development & Regulation) Act would be 
necessary, the Committee desire that this should be examined quick- 
ly, in consultation with the attorney General, and necessary action 
initiated. 

[SI. No. 11 (Para 1.75) of Appendix V to the 194th Report (5th 
Lok Sabhal 



Action taken 

As desired by the Committee the second legal opinion given by 
Law Ministry is enclosed. In accordance with the advice given by 
the Law Ministry a show cause notice was given tb the Licensee. 
The licensee has submitted a reply to the show cause notice issued 
to them which is under examination in consultation with Law 
Ministry. 

[Ministry of C~immerce O.M. No. 1-476-Tex (II),  dated 21-9-1976;1 

Extract from Law Ministry's note on file No. 8)4/75-Tex(1I) 

Ministry of Law, Justice & Company Affairs 

(Department of Legal Affairs) 

Advice (B) Section 

The intention of the Legislation IDR Act and the rules made 
thereunder would be construed to give effect to the provisions of 
the Act rather than to render them negatory. Under sec. 12 of the 
Act, a licence could be revoked if the licencee fails to establish.. . . 
new industrial undertaking within the specified time. The time 
specified for that purpose was 12 months from the date of issue of 
the licence as seen from condition No. 3 of the licence (p 5c). The 
Govt. permitted the establishment of the said industrial undertak- 
ing by the owner vide terms and conditions of the licence. The  
terms of licence from integral part for giving the licence, the breach 
where of would made liable for revocation. cl (a) of the bond pro- 
vides that from the date of the industrial undertaking is estab- 
lished..  . . Thus it may be said that  the  owner of the undertaking 
shall commence discharging obligations under the bond after estab- 
lishing the same after 12 months from the date of issue of the bond. 
Factually, it is found that the licencee is not keen to continue the 
undertaking. The deptt. may give notice accordingly. 

Sd. 
(S. K. Bahadur) 18-8-75. 

Additional Legal Adviser 
Deptt, of Legal Affairs. 

Ministry of Commerce 
U.O.NO. 2 4 8 3 J 5  dated 22 / 8 /?5 



DEPARTMENT OF U G A L  AFFAIRS 

As stated in our previous note on p. 2, the proviso to sub-section 
(2) and sub-section (1) of section 12 have to be read in such a way 

as to give effect to the meanings to the various expressions used 
therein. Sub-section (1) provides two conditions, namely:-failed 
(i) to establish, or (ii) to take effective steps to establish, a new 
industrial undertaking in respect of which the licence has been 
issued. In that case, the licence may be revoked. But, under the 
proviso to sub-section (2) if the licencee has taken the effective steps 
to establish the new Industrial undertakings, thereafter the Central 
Government would have no power to vary or amend any licence. 
I t  may, therefore, be seen that whereas sub-section (2)  read with 
p r ~ v i s o  thereto prohibits Central Govt. from varying or amending 
any licence after effective steps have been taken to establish the new 
industrial undertaking in accordance with the licence issued in that 
behalf, licence may be revoked under sub-section (1) if the Central 
Government is satisfied, either on a reference made to i t  in this 
behalf or otherwise, that any person or authority to which licence 
has been issued has, without reasonable cause, either failed to estab- 
lish or to take effective steps to establish the new industrial under- 
taking. Reading the two provisions in such a wag as to give effect 
to the meaning contained in sub-section (2) ,  i t  would appear that  
here a licensee has taken effective steps to establish the new indus- 
trial undertaking, the terms may neither be varied nor amended. 
Although i t  is possible to stay that since the licensee has installed 
2,500 spindles, i t  has taken effective steps to establish the new 
industrial undertaking and so the terms of the licence should not 
be varied or amended, but if the Central Government is satisfied 
that without reasonable cause the licensee has failed to establish the 
industrial undertaking within the period stipulated in the licence, 
i t  is felt that acton under sub-section (1) of section 12 would be 
open. In this case, there is an extraordinary period of five years 
lapsed since licence was issued and, as found from the record, the 
licensee is not interested to instal the full capacity in spite of several 
extensions. Since the establishment should have been in accord- 
ance with the terms of the licence, it is all the more a reason that 
any breach of the terms of licence would disentitle him to mske 
use of the licence any more. What should be the reasonable period 
for establishing a new industrial undertaking is a question of fact 
and, in the instant case, the stipulated period for establishing the 
new industrial undertaking was 12 months from the date of the 
execution of the bond. However, it is found that even after a period 
of six years, the licensee has not installed its full capacity. I t  is 
found that the main conditions of the licence were that import of 



raw material will be regulated by general policy and the firm was 
required to export either yarn or  cloth made out of waste yarn to 
the extent of Rs. 10 lakhs per annum for three years. It appears 
that since the licensee did not want to honour the commitment, he 
is using these tactics to defeat the purpose, Under the circumstan- 
ces, it appears necessary that a show cause notice should be given 
to the licensee. 

Sdj- S. K. Bahadur 
Additional Legal Adviser 

The reasons for the delay of over ten years for the 'examination' 
of the case by Government have also not been satisfactorily ex- 
plained. The Committee would like a more specific clarification and 
the reasons why the delay could not be avoided. Having regard 
to the fact that this particular firm and its associates have earlier 
come in for adverse comments repeatedly by the Public Amounts 
Committee and also by the Central Bureau of Investigation, the 
Committee desire that the circumstances l ~ a d i n g  to the non-corn- 
missioning of the 2,500 imported spindles by the firm should be 
investigated in detail with a view to ascertaining if any malafides 
were involved. The Committee would await a specific report in 
this regard. 

[Sl. No. 12 (para 1.76) of Appendix V to the 194th Report 
(5th Lok Sabha)] 

Action taken 

As desired by the Committee the Central Bureau of Investigation 
is being requested to investigate in detail into the circumstances 
leading to the non-commissioning of 2,500 imported spindles with 
a view to ascertaining if any malafides are involved. A specific 
Report will be submitted on receipt of thc CBI's report. 

[Ministry of Commerce O.M. No. I j4J7G-Tex (11) 
dated 21-9-1976] 

Recommendation 

Since the policy is applicable to all industries, the Committee 
would like to be fully reassured that there has been no similar 



instance in respect of the replenishment licences granted Lo indus- 
tries other than textiles. Noting the statement of the Commerce 
Ministry that the decision has been enforced in all other indus- 
tries, the Committee still feel that there is need for a detailed review 
of all pa;t transactions relating to replenishment licences of Rs. 5 
lakhs and above to industries other than textiles, with a view to 
ensuring that  adequate action has, in fact been initiated in all such 
cases. The total value of the replenishment licences irregularly 
granted and the progress made in effecting recoveries should also 
be intimated to the Committtee. 

[SI. No. 16 (para 1.93) of Appendix V to the 194th Report 
(5th Lok Sabha)]  

Action taken 

The authorities concerned are being advised to bring the recom- 
mendations of the Committee to all the licensing authorities con- 
cerned for conducting such a review and reporting the progress 
made so far. 

[Ministry of Commerce O.M. No. 114~76-Tex (11) 
dated 21-9-1976] 

NEW DELHI; 
October 26, 1976 - -- - - - - 

Kartikcc 4, 1898 ( S )  

H. N. IvIUKEHJEE, 
Clzai?wan, 

Public Accounts Coinmittee. 



APPENDIX 

Consolidated Statement of Conclusions(Reco~mmendations 

St. Para No. Ministry] 
No. of the Department Conclusion/Recommendation 

Report concerned - - -~ - -. -- -. 

I I .4 Commerce The Committee expect that final replies to those recommenda- 
tions observations in respect of which only interim replies have so 
far been furnished will be made available to them expeditiously, 
after getting them vetted by Audit. 

W 
I-- 

2 I . 8  - d o -  The Committee note that a scheme for modernising the textile 
industry is being formulated by Government in consultation with 
the Industrial Development Bank of India in order especially to 
make a realistic assessment of the actual requirements of textile 
machinery and textiles in the coming years. The scheme should be 
finalised as soon as possible and its implementation closely moni- 
tored so that constraints and bottlenecks can be overcome imme- 
diately as they come to notice. The Committee would like special 
care to be taken for the manufacture of cloth of acceptable quality 
and its supply at reasonable prices to the weaker sections of our 
society who have suffered so long and so grievously in this regard. 
The details of the said scheme should be intimated soon to the 
Committee. -- - - 



Commerce Now that the Textile Commissioner has been asked to investigate 
into the reasons for the delay in issuing demand notices and in 
initiating legal proceedings for the non-fulfilment of export obliga- 
tions by mills which had been granted licences for the import of 
textile machinery, the Committee desire that these investigations 
should be completed early and appropriate action taken, under 
advice to them, against the officials who are found to have been 
remiss in the discharge of their responsibilities. 

The Committee have been informed that on the basis of the 
advice given by the Law Ministry, a show-cause notice was issued 
to Arthur Imports & Exports Co. for the non-fulfilment of export 
obligations and that the reply received from the firm in this regard 
is 'under examination'. More than a year has elapsed since a second 
legal opinion was obtained in this case and i t  is disconcerting that 
strong and principled action is yet to be taken against the firm for 
its default, even when it appears to have resorted to evasive tactics. 
This case: which should have been concluded long ago, is being 
tardily processed since 1965. The Committee wish that positive 
steps are taken a t  once, on a top priority basis, to break the impasse. 
A further report in this regard should reach the Committee within 
two months. 

The Committee note that a t  long last the Central Bureau of In- 
vestigation is being requested to investigate the circumstances lead- 



ing to the non-commissioning of the spindles imported so far by the 
aforesaid firm with a view to ascertaining whether any malafides 
were involved. These investigations should be completed early and 
Government should proceed to take all requisite action. The Com- 
mittee would require information on this account without delay. 

The Committee find that though they had specifically enquired 
into the reasons for the delay of over ten years for the 'examina- 
tion' of this case by Government and the reasons why this delay 
could not be avoided, the reply now furnished by the Commerce 
Ministry is just silent on this aspect. That this should be so in spite 
of repeated comments by the Committee emphasising that the 
Action Taken Notes furnished by the Ministries should be explicit 
and self-contained is deplorable. The delay in this case is clearly 
abnormal, and the Committee would, as in similar cases earlier, 
ask for a detailed explanation forthwith. 

The action, if any, taken by the Ministry on another recom- 
mendation of the Committee that 'Government should examine 
quickly, in consultation with the Attorney General, whether any 
amendment to the Industries (Development & Regulation) Act was 
necessary', has also not been intimated to the Committee. The Com- 
mittee urge that this should be done a t  once and all necessary action 
:aken. 

-do- If. as now stated by the Ministry, steps were taken for the ad- 
justment of 'Replenishment benefits' incorrectly allowed to expor- 
ters even against Capital Goods-tied exports, from the subsequent 

-. 



eligible entitlemerits of the parties concerned, the Committee are 
unable to understand how the irregular grant of such benefits, valued 
at a sum as large as Rs. 5.42 crores, to cotton textile exporters just 
escapzd notice and so remained unrecovered. I t  is evident that the 
follow-up action in the field on the General Licensing Instructions 
issued in this regard in May 1970 has been woefully inadequate. 
The Committee would reiterate their earlier observations in this 
regard and desire fixation of responsibility for the failure to imple- 
ment Government policy on this question. 

Commerce The Committee note that the authority concerned has now been 
'advised' to effect recoveries from the exporters who have had the $2 
advantage of irregular extension of such benefits. As already re- 
commended by them, the Committee would urge Government to 
prescribe a time-bound schedule in this regard and to ensure that 
the recoveries are effected rapidly. 

-do.- The Committee note that the Indian Cotton Mills' Federation 
has been asked by the Textile Commissioner to explore the possi- 
bilities of recovering, on a pro rata basis, Government's share of the 
incentives irregularly allowed on exports made against export obli- 
gations. They desired that this should be pursued vigorously with 
the Federation and the outcome of the efforts made in this regard 
intimated to them early. 




