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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authori~ed by the Committee to submit the Report on their behalf, 
present this Thirty-second Report on the action taken by Govern-
ment on the recommendations contained in the Forty-ninth Report 
of the Estimates Committee (Third Lok Sabha) on the State Trading 
Corporation of India Ltd. 

2. The Forty-ninth Report of the Estimates Committee was pre-
sented to the Lok SabhS: on the 26th March, 1964. Government fur-
nished their replies indicating the action taken on the recommenda-
tions contained in that Report on the 27th August, 23rd September. 
and 31st December, 1965. As the Public Undertakings are now to be 
examined by the Committee, the replies of Government to the recom-
mendations made by the Estimates Committee in the aforesaid Report 
have been considered by this Committee. The Draft Report was 
adopted by this Committee on the 23rd August, 1966. 

3. The Report has been divided into the following four chapters:-

I. Recommendations that have been accepted by Government. 

II. Recommendations which the Committee do not desire to 
pursue in view of Government's reply. 

III. Recommendations in respect of which replies of Government 
have not been accepted by the Committee. 

IV. Recommendation in respect of which final reply has not 
been received from the Government. 

•. An analysis of the action taken by Government on the recom-
mendations contained in this Report of the Estimates Committee is 
given in Appendix V. It would be observed therefrom that out of 
51 recommendations made in the Report 62.7 per cent have been 
accepted by Government and the Committee do not desire to pursue 
27.4 per cent of the recommendations in view of the Government's 
reply. Replies of Government in respect of 7.8 per cent of the 
recommendations have not been accepted by the Committee. 

NEW DELHI; 

Septtmber 2, 1966 
Bhadra 1I, 1888 (Saka) 

D. N. TIWARY 
Chairman, 

Committee on Public Undertakmqs. 

(v) 



CHAPTER I 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Serial No.2) 

The Committee feel that if import of any commodity is to be 
-entrusted to State Trading Corporation, it should be by means of 
specific and direct instructions from Government. (Paragraph 9). 

REPLY OF THE GoVERNMENT 

Government accept the recommendation. 
[Ministry of Commerce O.M. No. 24/11/64-ST, dated the 27th August, 

1965]. 

Recommendation (Serial No.3) 

The Corporation's share of the country's foreign trade amounts 
to 4.8 per cent only which can by no means be considered significant. 
The Committee are, therefore, unable to appreciate the allgation 
that the operations of the Corporation have prejudicially affected 
the opportunities of the priv,ate traders. (Paragraphs 22-23). 

REPLY OF mE GOVERNMENT 

The Government agree with the Committee's conclusion. 

[Ministry of Comme-rce O.M. No. 24/12,'64-ST, dated the 27th August, 
1965]. 

Recommendation (Serial No.4) 

The Corporation has now been functioning for nearly eight years 
and has gained sufficient experience in trading practices. The Com-
mittee, therefore, 'feel that a larger share of the Corporation's total 
tum-over should not be in the fonn of direct trade. 

REPLY OF THE GOVERNMENT 

Government accept the recommendation. The Corporation will 
be advised suitably. 

{Ministr., of Commerce O.M. No. 24/13/64-ST, dated the 27th August, 
1965]. 
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Recommendation (Serial No.5) 

The Committee note that the Corporation's efforts have facilitated'! 
exports by private traders. They, however, feel that after creating: 
a climate for exports, the Corporation should not have passed on the 
entire benefit to the private traders, but should have undertaken at 
least a part of the export on its own. (Paragraph 29). 

REPLY OF THE GOVERNMENT 

Direct exports by the STC/MMTC are neither always advantage-
ous nor always feasible. Where bulk purchases and bulk handling 
are involved or long term contracts are to be entered into, it may be 
advantageous for the Corporation to undertake direct exports. Ex-
ports on barter basis are usually handled by private parties who 
make arrangements themselves with foreign buyers. Whenever it 
is possible for the STC to handle exports, with advantage. directly. 
they will do so. From the beginning of 1965 the MMTC handle all 
eXport of manganese ore under barter directly because of the possi-· 
bility of bulk purchase of tpe ore internally and bulk handling for 
export. Recently the expOrt of manganese ore, bauxite, ferro-
manganese and ferro-manganese slag has been canalised through the· 
M.M.T.C. 
[Min.istry oj Commerce O.M. No. 24/14,f64-ST, dated the 27th Augmt. 

1965]. 

Recommendation (Serial No.6) 

As the Corporation was responsible for introducing new items of 
export, the Committee feel that proper record should have been 
kept of new items whose export was developed by it. They hope 
that thi. will be done in future. (Paragraph 30). 

RBPLY OF THE GOVERNMENT 

Government have taken note of the recommendation and will 
instruct the Corporation accordingly. 

[Ministry oj Commerce O.M. No. 24/15J'64-ST, dated the 27th August, 
1965], 

Recommendation (Serial No.7) 

The Committee are not UMware of the difficulties in exploring 
new markets for exports or developing new lines of exports in the 
face o'f keen international competition. Nevertheless they feel that 
the efrorts of the Corporation in this direction have not ~een quite 
satisfactory particularly its direct exports to the new markets. The 
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Commitee therefore, urge that the Corporation should make more 
energetic and concerted efforts in this regard and keep a close 
watch on the progress made from time to time. (Paragraph 34). 

REPLY OF THE GOVBRNMII:N'r 

Government take note of the recommendation. The Corporation 
is being suitably advised. 
[MiniBtry of Commerce O.M. No. 24/16,'64-ST, dated the 27th Augu.st, 

1965]. 

Recommendation (Serial No.8) 

The Committee are not aware if any study has been made of the 
commodities in which the exports to East European countries have 
declined and the reasons therefor. Considering the foreign exchange 
position of the country and the imperative need for expanding ex-
ports, the Committee feel that the matter needs to be investigated 
with a view to evolving remedial measures immediately. (Para
graph 36). 

REPLY OF 'l'HE GOYBRNMENT 

The country's trade with the East European Countries has been. 
on the whole steadily increasing. Studies in respect of particular 
commodities in which STC's exports to the East European Countrie.~ 
have declined will be undertaken. 

[Ministry of Commerce O.M. No. 24/17i64-ST, dated the 27th Augu.vt, 
1965]. 

Recom_ulation (Serial No.8) 

The Committee feel that in view of the anticipated rise in the 
world demand there is ample scope for the Corporation increasing 
exports of Iron Ore by capturing new markets and developing the 
existing ones. They trust that the Corporation will take energetic 
steps towards this end. (Paragraph 39). 

REPLY OF THE GOVBRNMENT 

The recommendation is noted. The M.M.T.C. has taken and is 
taking further step!! towards developing existing markets as also to 
capture new markets in West and East European Countries. 
[Ministry of Commerce O.1~. No. 24/18/64-ST, dated the 27th AUgURt, 

1965"1. 
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Recommendation (Serial No. 11) 

It is regrettable that timely action was not taken by Government 
:and the trade to investigate the causes of decline of exports of 
manganese ore from the country and to remedy the position. The 
Estimates Committee welcome the setting up of a Committee though 
belated. for examining the various problems of Manganese Ore 
Export Trade. The Committee trust that in the light of the findings 
of proposed Committee, appropriate steps will ibe taken to boost the 
country's export of manganese ore. (Paragraph 48). 

REPLY OF THE GOVERNMENT 

The recommendation is noted. 

The report of the Committee appointed to go into the question of 
'manganese ore industry is expected to be submitted. shortly. 
[Ministry of Commerce O.M. No. 24/20J'64-ST, dated the 27th August, 

1965]. 

Recommendation (Serial No. 12) 

Manganese Ore, like Iron Ore, is a commodity that lends itself, 
to bulk handling and long term contracting, like iron' ore. The 
Committee, therefore, suggest that the question of canalisation of its 
exports wholly through State Trading Corporation may be re-exa-
mined. (Paragraph 49). 

REPLY OF THE GOVERNMENT 

The question of canalisation of the export of manganese ore 
through the M.M.T.C. was examined by Government and it has been 
decided to canalise the export of manganese ore with effect from 
12th July. 1965 through M.M.T.C. except in respect of ores produced 
by the Manganese Ores (India) Ltd.. (MOIL) for which MOIL can 
arrange sales to consumers abroad. 
[Ministry of Commerce O.M. No. 24/70J'64-ST, dated the 27th August. 

1965]. 

Recommendation (Serial No. 16) 

The Committee consider that the requirements of the European 
markets for terylene mixed woollen fabrics should be given priority 
and efforts should be made to meet them by expanding the produc-
tion capacity and by making available sufficient quantity of tery-
lene. At the same time possibility of finding new markets for the 
mixed fabric containing wool and cotton may be explore<i. (Para
graph 64). 
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REPLY OF THE GOVI!'.RNMENT 

Government accepts the recommendation. The Corporation will 
be advised suitably. 

[Minist1'y of Commerce O.M. No. 24/43/64-ST, dated the 27th Au.gust, 
1965]. 

Recommendation (Serial No. 17) 

The Committee trust that all efforts will be made not only to 
expand the existing markets but to explore new ones for the export 
of cotton textiles. It is of importance that high standards of qua-
lity and speed in the execution of orders are maintained and a study 
of the tastes and fashions of the market are made 80 as to ensure a 
steady stream of orders in future. It is also hoped that the increase 
of the exports of the Corporation will not be achieved by a diversion 
of the E'xisting exports of this commodity. (Paragraph 67). 

REPLY OF THE GOVERNMENT 

Government take note of the recommendation. The Corporation 
is being advised suitably. 

[Ministry of Commerce O.M. No. 24/44/64-ST, dated the 27th Augu.st, 
1965]. 

Recommendation (Serial No. 19) 

There may be a case for a Government Agency like State TrAding 
Corporation stepping in to maintain the export even at a loss if there 
is an apprehension of a substantial decline in the export of any com-
modity which earns sizeable foreign exchange. It is to be expected 
that whenever a Government Agency enters the trade or any com-
modity to a sizeable extent, there would be a visible impact on the 
internal trade and on the prices of the commodity. It is, therefore, 
very necessary to exercise the greatest caution to ensure that the 
prices are not pushed up artificiaU., which usually benefit the 
middlemen only. (Paragraph 86). 

REPLY OF THE GOVERNMENT 

Government take note of the recommendation Rnd will advise 
the S.T.C. suitably. 
[Ministr'y of Commrrce O.M. No. 24/50/64-ST, dated the 27th August, 

1965] 
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Recommendation (Serial No. 21) 

The Committee 'further suggest that while entrusting to the Cor-
poration the trade of commoities, in respect of which loss is antici-
pated Government should assess and idicate clearly the extent of 
loss ';'hich is likely to arise from these transactions. However, if 
these measures are to be successful and to achieve the desired 
results, they should be planned wen in advance and for a sufficiently 
long period. (Paragraph 88). 

REPLY OF THE GOVERNMENT 

It is not always poasible to a:ssess the exact amount of loss that 
would be involved. Wherever an assessment of losses is possible 
the Government would do so and would indicate to the Corporation 
'he limit of loss within which trading operations are to be under-
taken. 
[Ministry 01 Commerce O.M. No. 24/49j64-ST, dated 27th Augu8t~ 

1965] 

Recommendation (Serial No. 22) 

In the case of deoiled linseed cake, in respect of which the rate of 
export subsidy and the exporters through whom the exports are to 
be effected are determined by Government and the losses are also 
ultimately reimbursed to the Corporation, the Committee see no 
advantage in routing such transactions through the State Trading 
Corporation. On the other hand, such a procedure obviously results 
in avoidable duplication of paper work. They, therefore, recommend 
"mat the feasibility of S. T. C. itself undertaking the exports or Gov-
ernment directly dealing with the exporters in such cases may be 
cosidered. (Para.g1·aph 89). 

REPLY OF no: GOVERNMBNT 

The export of deoiled linseed cake is now being undertaken by the· 
trade direct and these transactions are no longer routed through 
S. T. C. 

Ministry of Commerce O.M. No. 24J48/64-ST, dated 27th August. 
1965]. 

Reeemmead.tion (Serial No. 23) 

While there may be scope for both the Export Houses and the' 
Corporation to increase and diverSify the country's exports the 
Committee consider that effective steps should be taken by Govern-
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ment from the very beginning to ensure that there is utmost coordi-
nation between the Export Houses and the Corporation so that they 
are supplementary to each other and do not indulge in unhealthy 
competition in the international market. (Paragraph 91). 

REPLY OF THE GOVERNMENT 

Government have noted the recommendation. 
[Ministry of Commerce a.M. No. 24/47/M-ST, dated 27th August, 

1965.] 

Recommendation (Serial No. 25) 

It is clear that partial canalisation of imports through State Trad-
ing Corporation has not resulted in imparting stability to the ruling 
market, price or in bringing them down. In cases, where a commodity 
is partly imported by the Corporation and partly by the private 
traders and the same is not available in the market at the selling 
prices fixed by the Corporation, allegations df malpractices are 
likely to be made against the Corporation also. It is, therefore, 
necessary to ensure that these commodities are made available to 
the consumers at the fixed prices. For this purpose, the cooperation 
of other importers may be sought. If there is no improvement in the 
position and there are difficulties in enforcing fixed prices, the ques-
tion of canalisation of such items wholly through the Corporation 
may be examined. (Paragraph 103). 

REPLY OF THE GoVERNMENT 

In the case of import of some scarce items which are handled 
both by the ST.C./M.M.T.C. and private trade, there is bound io be 
disparity between the ruling market prices and the Corporation's 
selling prices because of the activities of anti-social elements who 
take advantage of scarcity conditions. 

2. Government take note o'f the recommendation of the Committee 
to canalise the import of such scarce items through the Corporations 
and will take action wherever it is necessary. 
[Ministry of Commerce a.M. No. 24/37/64-ST, dated 27th August, 

1965.] 

Recommendation (Serial No. 26) 

The Committee consider that in the interests of quick distribu-
tion, the Corporation should draw up a programme of distribution 
well in advance of the arrival of shipment and ask the distributonr 
to hold themselves in readiness for receiving the goods and tran .. 
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mittina them to the actual users. Such a step will result in consi-
derable saving in time and it is likely that the whole process df. 
issuing release order and effecting distribution may be completed 
within one month. It may also eliminate the chances of malpractices 
arising out of delay. Higher officers in the Corporation should 
exercise a strict check over the distributing machinery and in cases 
of delay or malpractice take prompt action to remedy the defects. 
(Pcrragraph 107). 

REPLY OF THE GoVERNMENT 

Government take note of the recommendation. The Corporation 
will be SUitably advised. 
[MiniBtry of Commerce O.M. No. 24/36/64-ST, dated 27th August, 

1965.] 

Recommendation (Serial No. 28) 

The Committee trust that the procedure regarding taking of 
guarantee from agents for aftersales service will be implemented 
without delay and the Corporation. will study other difficulties, if 
any, experienced by the actual users and take steps to remove them. 
(Paragraphs 115 and 116). 

REPLY OF THE GoVERNMENT 

The recommendation is noted. The Corporation will be asked 
to take necessary steps. 
[Ministry of Commerce M. No. 24/51/64-ST, dated 27th August, 

1965.] 

Recommendation (Serial No. 30) 

It appears to the Committee that the supervision exercised by the 
Corporation is not adequate as the benefit of the price fixed by State 
Trading Corporation does not reach the consumers. They. therefore, 
consider it appropriate that widest publicity should be given to the 
prices fixed by the Corporation and that vigilance should be exercis-
ed to see that the commodities are available to the consumer at those 
prices. (Paragraph 119). 

REPLY OF THE GoVERNMENT 

Government accept the recommendation. The Corporation will 
be suitably advised. 

[Ministry oJ Commerce O.M. No. 24!!J4j64-ST, dated 27th Augu.~t, 

1965.] • 
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.Recommendation (Serial No. 34) 

The Committee are glad to note that there has been steady in-
crease in the business of Corporation under linklbarter deals dur-
ing the last three year~. They trust that this trend will not only 
be maintained but improved. (Paragra.ph 138). 

REPLY OF THE GoVERNMENT 

Government take note of the recommendation. 

[Ministry of Commerce O.M. No. 24/33/64-ST, dated 27th Au~ast~ 
1965.] 

Recommendation (Serial No. 35) 

Considering the importance of the E.A.S.I. scheme, the progress 
made by the Corporation is not significant. The Committee do not 
appreciate the delay in inspecting the units. which applied for assis-
tance. They hope that earnest efforts will be made by the Corpora-
tion to make the scheme a success by affording assistance speedily. 
It is alSo necessary that wide publicity is given to the Scheme and 
that difficulties, if any, in its implementation are examined and re-
medied, wherever possible. (Paragraph 141). 

REPLY OF THE GoVERNMENT 

The scheme is now being worked on a pilot basis for 3 years. A 
larger number of small industrial units could not be inspected due 
to lack of sufficient number of trained export-oriented officers suit-
able for this purpose. To remedy this deficiency, an export mar-
keting course was recently conducted in which 28 officers from Small 
Industries Service Institutes and Directorates of Industries of vari-
ous States and the S.T.C. were given three months' intensive train-
ing. These officers will now be utilised for inspecting and for afford-
ing on-the-sport assistance to those units who have applied for parti-
cipation under the Scheme. They will also give wide publicity to 
the Scheme. As a result of certain steps recently taken, it is expect-
ed that the inspection work will now proceed on an accelerated 
basis. In the light of the experience gained in the working of the 
Scheme, steps are now being tala?n to make the Scheme more effec-
tive and to give it a wider CO'l(erage. 

[Ministry of Commerce O.M. No. 24/55/64-ST. dated the 27th August, 
1965.} 
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Recommendation (Serial No. 36) 

The Committee consider that if the objective of helping the pri-
mary producer in getting a reasonable price is to be achieved, the 
'first step is to ensure that a much larger number of primary produ-
-eers are covered by the buffer stock operations of the Corporation. 
The Committee hope that the Corporation will take steps to set up 
the required number of centres to cover all jute growing areas. In 
this context the question of organising the primary producers into-
co-operatives should be given earnest attention. (Paragraph 149) . 

• REPLY OF THE GoVERNMENT 

The intention of the S.T.C. particularly in respect of the jute 
operations is to carry out such operations through the machinery of 

'the Co-operatives. The actual organization of the Co-
operatives who will operate in the rural areas is in the hands 
of the Co-operative Departments and State Apex Co-operative Socie-
ties of the respective States and the intention is to increase the num-
ber of such primary co-operatives and to expand the scope of the 
operations through such co-operatives so far as jute procurement 1-8 
concerned. The process of this expansion has resulted in a network 
of Co-operatives with purchasing facilities at 386 Secondary and Pri-
mary markets. The observations of the Committee will be kept in 
mind for further expansion of facilities to primary producers. 

[Ministry of Commerce O.M. No. 24/56/64-ST. dated 27th Augrut, 
1965.] 

Recommendation (Serial No. 38) 

The Committee regret to note that the Corporation has not yet 
assessed the extent of 10~s that is likely to be incurred on account 
of the buffer stock operations. They consider that an assessment 
of the likely loss should be made in the very beginning by Govern-
ment so that the¥ can keep a watch over the operations of the Cor-
poration. The Committee have already pointed out in para 88 ante 
that in cases where transactions, involving loss, are entrusted to 
the Corporation, Government should indicate the estimated loss 
likely to ,be involved. They hope that suitable steps would be taken 
in this direction. (Paragraph 154). 

REPLY OF THE GoVERNJRNT 

As far as it is possible to foresee conditions in respect of supplies 
of the commodities and their prevailing prices, the possible results 
of the buffer stock operations are assessed from time to time and 
appropriate steps are taken. The loss of B.s. 3.21 1akhs on Seedlac 
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indicated. in the report was the result of the evaluation of stocks at 
the prevailing market prices in conformity with the commercial 
practices. These losses have, however, been since wiped out by 
releasing for export certain prescribed quotas at fixed prices rea-
.sonably related to the export prices. 

So far as jute is concerned it was difficult to anticipate with any 
degree of accuracy the possible size of the operations to which will 

naturally be related the extent of the losses. While every effort will 
be made as far as possible to assess the results of any operations 
and in particular the pos&ible losses beforehand, it is extremely 
difficult to estimate with any precision such possi'ble losses, since 
numerous factors have a direct bearing on the losses such as the 
size of the operations, the conditions in which such stocks will have 
to be disposed of, the prices that will be prevailing at the time of 
the disposal and the period for which such stocks will have to be 
held. For instance, in regard to the 1963-64 operations an assessment 
was made that STC may have to purchase as much as 25 lakhs 
maunds or more, and initially arrangements were made for storage 
accommodation, personnel, etc. for handling, to begin with, at least 
10 lakh maunds. However, due to various factors, including the 
presence of the STC's purchase organisation in the field ready to 
'Step in and make purchases at any time of any quantity if and when 
prices fell below the operational level, the prices of raw jute have 
actually ruled higher than the minimum operational prices and the 
~uantum of purchases by the STC has therefore ;been less than 2 
lakh maunds in all. Accordingly the per unit expenses on these 

oOperations are bound to be much higher than estimated earlier. It 
would thus be seen that it is difficult to make a realistic assessment 
beforehand in regard to the actual losses or expenses to be incurred 
on such buffer stock operations. 

In regard to lemongrass oil the decision to organise buffer stock 
operations and the fixation of certain prices were made in the Ught 

'Of the prices that prevailed during the three preceding years. Due, 
however, to the resistance of the purchasers to any kind of regula-
tory control over the prices by the Government, which was fully 
taken advantage of by other sources of supply, such as Gautemala 
and China, and with the concentration of e1fort on production of 

1;ynthetics, the international prices came down substantially and it 
became difficult to effect quick sales of the stocks procured from 
the producers. The whole question has been reviewed in context 
~f the developments that have taken place, and while on the one 
hand it is ~xpected that the accumulated stocks will be disposed of 
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though at some loss, so far as future operations are concerned the' 
Committee's observations will ,be kept in view for compliance. 

[Ministry of Commerce O. M. No. 24/58/64-ST, dated 27th August,. 
1965.] 

Recommendation (Serial No. 39) 

The Committee regret that the Director who worked for about 
26 years in the Corporation did not submit his report on the assess-
ment of staft requirements. It is rather surprising that the Board 
also did not insist on a report particularly when such an impression. 
was given to the Committee in 1959-60. (Paragraph 156). 

REPLY OF THE GOVERNMENT 

The views of the Committee have been communicated to the' 
S·T.C. 

[MiniBtry of Commerce O. M. No. 24/32/64-ST, dated 27th August" 
1965.] 

Recommendation (Serial No. 41) 

The assessment of staft requirements at various levels in the 
Corporation is of utmost and urgent importance. The Committee 
recommend that early action should be taken by the Corporation to 
undertake a study of methods of work in Hie organisation with a 
view to fixing norms and assessing staft requirements. They hope 
that this will be done at an early date. (Paragraph 161). 

REPLY OF THE GOVERNMENT 

Government take note of the recommendation and the Corpora;... 
tion is being advised suitably. 

[Ministry of Com~£, O. M. No. 24/29/65-ST, elated the 27th August" 
1965.] iii:::: 

r • " •. 
Rec:ommendatioD (Serial No, 43) 

The Committee appreciate that it may not be possible to fix a~ 
uniform ratio of staff to turnover· in respect of all the Regional 
OIftees but it is neceasary that the Corporation devise some yard-· 
stick to relate the number of persons employed to the quantum of' 
work in each office with a view to keep the expenditure to the· 
minimum. The Committee hope that this will be done early . Para-
graph 166). " 
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REPLY 9F 71iE '3oVERNMENT 

Government take note of the recommendation. The Corporation 
will be advised accordingly. 

[Ministry of Commerce O. M. No. 24/31/64-ST, dated 27th August, 
1965.] 

Recommendation (Serial No. 45) 

The Committee consider that the Corporation has not given suffi-
cient pUblicity to its activities and has not maintained liaison with 
the trade to the desired extent. It is clearly the duty of the Cor-
poration not only to remove the impression of private traders that 
the Corporation is shy of informing them about its imports, sales 
and exports, but also to instil confidence in them and secure their 
co-operation. They hope that the Corporation would take suitable 
and effective measures in this direction. 

The Committee feel that the need for an agency to conduct syste-
maiic publicity work should have been realised much earlier. (Pa.ra-
grotJhs 174 and 175). 

REPLY OF THE GOVERNMENT 

The Corporation is aware of the importance of publicity. In-
formation, however, in respect of the activities of the Corporation 
can only be released to the public in such cases where its disclosure 
would not adversely affect its. position. It is not always possible to 

give information in respect of quantities sold, prices etc. as this is 
bound to have an effect on future negotiations. Subject to this 
limitation, information is released with a view to creating confidence 
in the trade and as means of informing the public of the activities 
of the Corporation. The Corporation maintains a Public Relations 
Cell which disseminates information and also liaises with the public 
and the trade to secure their co-operation. 

The Corporation is a member of all the Export Promotion Coun-
cil!'; relating to commodities with which it deals. However, in the 
light of the observations of the Estimates Committee the activities 
of Public Relations Cell are being intensified. The Corporation docs 
organise periodical meetings with the trading community both 
with regard to import and export items handled by it. For instance, 
Non-ferrous Metals imported by the Corporation to meet the re-
quirements of Small Seale Industrial Units in difterent States are 
DOW relea. in bulk to the various State Small Industries Corpora-
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tions who in turn take into consideration various factors relating to 
Installed capacity, availability of raw materials etc; fix quotas and 
relea&e metals to various individual units directly. Periodical meet-
ings with the State Directors of Industries to discuss matters relating 
\.0 import and sale of non-ferrous metals are held by the Corporation. 
Similarly, Standing Committee of Iron Ore has ,been constituted 
representing all interests in the Iron Ore trade, periodical meetings 
of which take place. Also, senior officers of the Corporation, during 
their periodical visits to various business and production centres 
meet representatives of firms having dealings with the Corporation 
not only to exchange views on common problems but to understand 
each others point of view and thus establish sound business relation-
ship. 

[Ministry of Commerce, O.M. No. 24j26/64-ST, dated the 27th August, 
1965.] 

Recommendation (Serial No. 46) 

In addition to publicising its proposed purchases, sales, selling 
prices fixed by it for various imported items, etc. the Corporation 
should also establish more frequent contacts with the trading com-
munity by organising periodical meetings with them at important 
business centres. Circular letters to representative trade associations 
to keep them informed of the Corporation's activities would also help. 
(Paragraph 177). 

REPLY OF THE GOVERNMENT 

Government take note of the recommendation. The Corporation 
will be advised accordingly. 

[Ministry of CommeTce O.M. No. 24j25/64-ST, dated the 27th August, 
1965]. 

Recommeadation (Serial No. (8) 

The Committee feel that it would be better if expenditure incur-
red on each item is shown separately in the Profit & Loss Account 
instead of adding them and showing them under the head 'Miscella-
neous Expenses'. Some expenditure has been incurred in 1960-61 
and 1961-62 on account of "adjustments of purchase and sale values" 
which bas been shown under 'Miscellaneous Expeases'. As the detail 
furnished is not clear, the Committee ruggest that in regard to sw:h 
items, descriptive notes should be given in future. (Paragraph 186). 
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REPLy OF nu: GOVERNMENT 

Government accept the recommendation. The Corporation will 
be advised accordingly. 

[Ministry of Commerce, O.M. No. 24/38/64-ST, dated the 27th August, 
1865]. 

Recommendation (Serial No. 49) 

The Committee consider that Government should fix a time lim1t 
for the presentation of the Annual reports Iby Public Undertakings 
and should ensure that it is adhered. (Paragraph 49). 

REPLY OF THE GOVERNMENT 

Under the Companies Act, the time limit fixed for closing the 
Annual accounts and presentation of the annual report to the share-
holders is 6 months from the date of closing of the financial year. 
The Corporation adheres to this time limit. So far as the submission 
of annual report to Parliament is concerned, Government have 
instructed the Corporation in October 1964 that the annual reports 
cuntainin2 duly audited accounts should be laid on the Table of both 
Houses of Parliament latest by November/December of the financial 
year followin2 the financial year for which the Report pertains. 

{Ministry of Commerce, a.M. No. 24/39/64-St, dated the 27th . .August. 
1965]. 

F'uB.nma INFORMATION DESIRED BY THE COMKIrrBE 

A r.ol)Y of the instructions stated to have 'been issued by Gover.n-
mant regarding laying of Annual Reports on the Table of the House. 

[1 ... 8.S. a.M. No. 25-Pu/65, dated the 15th November, 19651. 

FURTHER REPLY OF THE GoVERN:lI4ER'i 

A conv of letter No. 23/20/64-ST, dated the 31st October. 19(14 
to~ether with enclos·ure is reproduced as Appendix I. 
r.MiniatrJ/ oj CommeTce, O.M. No. 24/10/64-ST, dated 31st Decemo.er. 

1965]. 

Reeommendation (Serial No. 51) 

It is evident that proper statistics are not maintained by the 
Corporation and this has been partly responsible for the delay in 
furnishing the information to the Committee. The Committee are 
not happy that such a state of affairs has been allowed to grow. 
These disparities should have been detected by the Ministry and re-
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conciled before being furnished to the Cornm1ttee. They, therefore. 
recommend that immediate steps should 'be taken by the Government 
to streamline the procedure of maintaining records, so that such a 
situation does not arise in future. (Paragraph 197). 

REPLY OF THE GOVERNMENT 

Government take note of the recommendation. The Corporation 
will be advised suitably. 
[Ministry of Commerce, O.M. No. 24/41j65-ST, dated the 27th AuglUt, 

1965]. 



CHAPTER n 
:RECOMMENOATIONS WimeR THE COMMllr'l'BE DO NOT 

DESIRE TO PURSUE IN VIZW OF THE GOVERNMENT'S 
R&PLY 

Retommendation (Serial No.1) 
The Committee agree with the observations of the Mudaliar Com-

mittee that there is a general misconception of the role and functions 
<of the State Trading Corporation and they feel that there is room for 
,clarifying them more specifically. The misconception is principally 
regarding the commodities the export or import of which would be 
undertaken by the Corporation or the directions in which its activi-
ties would increase in future. The apprehensions of trade, if they 
;are to be allayed, would call for a clearer indication of the commodi-
ties which would be taken up by the Corporation as also the princi-
ples which would govern their selection. It would be desirable 
if at the time of entrusting any additional commodity to the 

-Corporation for trade or increasing its activities in any direction, the 
:reasons thereof are made known so that the position is fully appre-
ciated by all concerned and there is no ground for unjustified criti-
'cism. It would also he helpful if the particular sub-clause of the 
Objects Clause under which any activity is entrusted to the Corpora-
'tion is clearly indicated in all such cases. Government should also 
periodically review the effect of the Corporation's entry in the trade 

·of various commodities so that the original purpose of such entry is 
'Constantly kept in view. - (Paragraph 16). 

R£I>LY OF THE GOVERNMENT 

While fully appreciating the views expressed by the Estimates 
'Con ,!ttee it will not he possible for practical reasons to regulate the 
'CorJ,.Jration's activities strictly in conformity with their recommen-
·dations. By the very nature of things foreign trade with which, by 
and large, the Corporation would be mainly concerned would involve 
'numerous items which would be determined from time to time in the 
context of various circumstances as they develop and it will be ex-
tremely difficult if not impossible to give a prior indication of the 
'Commodities which would be taken up by the Corporation. Selection 
'Of particular commodities would be in conformity with the objectivu 
and functions of the Corporation wliich have been laid down. It will 
not be possible to lay down any further set of principles which would 

• 
17 
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govern the selection of such commodities if effective action is to be· 
taken to contain the trade situations that arise from time to time. In. 
organising and undertaking trade generally with State Trading Coun-
tries as well as other countries In commodities which may be entrus-
ted to the Corporation for such purposes by the Government fl'om 
time to time it will be difficult bffore hand to specify the commodi-
ties to be handled without seriously weakening the bargaining position 
of the Corporation with various buyers and sellers in other countries. 
The main impact of the Corporation's activities is on those commodi-
ties in which by bulk handling and coordinated bargaining the coun-
try is able to buy (import) at lower and sell (export) at higher pri-
ces. Due publicity of its role and functions will be arranged by the 
Corporation from time to time. 

Government accept the recommendation of the Committee that 
periodical review of the effect of the Corporation's entry in the trade 
of various commodities should be made. 

[Ministry of Commerce O.M. No. 24/10/64-ST. Dated 27th August, 65.] 

Recommendation (S. No. 10) 

As Iron Ore is an important foreign exchange earner, the Com-
mittee cannot over-emphasise the need to reduce its cost of produc-
tion so that the competitive strength of this commodity in the inter-
national market is not only retained but improved. They recommend 
that a study of the cost structure of this commodity should be under-
taken immediately with a view to reducing the cost of production. At 
the same time, the desirability and the possibility of arriving at an 
understanding regarding price with other countries may be explored. 
(Paragraph 41). 

REPLY OF THE GOVERNMENT 

Government are fully consc~ous of the fact that to maintain and 
expand iron ore exports in a highly competitive world market, our 
own costs must be kept under control. As regards the foreign buyer, 
he is concerned with the end cost at which he can receive supplies 
from the various sources, and so we have to seek ways and means 
to reduce each important element contributing towards that end cost 
as far as Indian Ores are concerned. 

Working backwards, the first such element is the sea-freight whicb 
Sn fact accOUnts for more than 1/3rd of the end east; this. in tum, de-
pends not only on the length of the voyage but also on the size of 
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the ore carrier as well as the rate at which it can be loaded at th .. 
port of the supplying country. The .size of the ore carrier depends on 
the draft available at the particular port. So far, our ports concern-
ed with iron ore exports, are not capable of receiving ships of more' 
than 15/20,000 D.W.T.-except in the case of Mormugao, where ships, 
of somewhat larger size can be completed in outer waters through 
barges after being partly loaded within the harbour. However, some 
improvements have been effected and others are under way; such 
improvements have also to cover the other equally important factor 
of hourly loading rate. 

The port at Vizag can now receive carriers upto 32,000 DWT and' 
the first trial loading of a ship has just commenced through the 
mechanical loading plant which has a rated capacity of loading up to 
2670 tonnes per hour. Next to be ready would be Paradip Port; it 
will at its first stage be capable of receiving 45,000 DWT carriers and 
iJ.oad them at 2500 tonnes per hour. Madras has already got the neces-
sary draft for receiving upto 35,000 DWT carriers; a new mechani-
cal ore handling plant shall have, however, to be installed there. 
Similar improvement plans are at various stages of preparation in 
regard to the port of Mormugao and proposed satellite port of 
Haldia, and might also be a part of the Mangalore Port Project. 

The next important item towards the end cost is the transport cost 
between the particular mining area and the particular loading port; 
except the road movement by an Express Highway contemplated for 
the present between the Daiteri mine and the Paradip Port (both 
projects under implementation), .such transportation in all other major 
export projects is or will be by railway. So new railway links, or 
conversion of existing lines from MG to BG, are already under cons-
truction and some have been completed. For instance the extension 
of the BG line from Guntakal to Hospet on the Southern Railway 
has been completed and has already reduced the road load in certain 
cases by about 70 miles. Part of the same process is, wherever justi-
fied, the taking out of railway sidings to major mines from the near-
est rail-head so as to reduce double handling of ore, apart from eli-
minating the more expensive road transport. 

Lastly, every effort would be made at least to maintain the actual 
mining cost per tonne at the present level. That effort will be diffi-
cult, and so reduction in it well nigh b;npossible. because several E'l('

menta enter into it-such as the minimum wage or other labour legts-
lation, the amortisation cost of mechanised equipment, rising cost due 
to taxation of diesel fuel, lubricants etr.. needed for mechanised 
equipment, and so on. However, it may be added, broadly our mining 
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costs as sueh are not out of line with comparable costs of our com.-
petitors; in the world market, real competition has in fact bOned 
down to economics of scale being achieved (through modernisatton 
of facilities) in transport costs between Illine and loading port and 
between loading port to destination. 

However, all the three main elements in the end costs of our ore 
vis-a-vis foreign buyers will be kept under constant review with a 
view to achieving whatever economics that are possible. It would 
certainly be desirable, also, to reach a reasonable understanding re-
garding economic price with other competing suppliers; the possi-
bility of doing so, however, would naturally depend on such an under-
standing being to the mutual interest of the parties concerned. 
[Ministry of Commerce O.M. No. 24/19/64-ST, dated the 23rd Sept. 

1965.] 

Recommendation (Serial No. 13). 

The Committee feel that since the cement agency surplus has been 
earned on an all India basis, its utilisation for the benefit of a few 
States is not a healthy practice. However, if it has been decided to 
use it to improve ore carrying roads, the proper course would have 
been to assess the requirements of funds for developing such roads 
in various States and then to make the funds available according to 
requirements, after the approval of Parliament. (Paragraph 51). 

REPLY OF THE GOVERNMENT 

The surplus in the cement agency account was paid back to Gov-
ernment and credited to the Consolidated Fund of India. The ques-
tion of its distribution was examined carefully keeping in view the 
requirements of the country as a whole in consultation with the Mini-
stries of Finance and Transport and the most appropriate schemes 
were selected for being financed from these funds. Grants-in-aid 
for the improvement of certain iron-ore carrying roads in the States 
of Mysore, Andhra Pradesh and Orissa were made because the main 
sources of supplies of iron ore are situated in these States and those 
roads would make some of the ports more accessible, thereby promo-
ting exports and earning of foreign exchange. Besides, some money 
was also provided for adding certain new roads to the existing 
National Highway System. The new National Highways lie in the 
States of Madhya Pradesh, U.P., Rajasthan, Maharashtra and Mysore. 

[MiniBtry of Commerce, O.M. No. 24j21/64-ST, dated 21th- August, 
1965]. 
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Recommendadon (Serial No. 14:). 

The Committee hope that there will ·be proper co-ordination bet-
ween the railway authorities and the Corporation and that the carry-
jng capacity by rail will be developed to fully match the require-
ments of movement of ores.- (Paragraph 53). 

REPLY OF THE GOVJI:RNYENT 

The Government has now set up a high level committee to co-
<>rdinate the developmental activities of the various Ministries and 
Departments which are concerned in the export of Iron, Ore, with 
Chairman, MMTC as its Chairman. The Committee will submit 
.a monthly report to the Secretary's Committee and a quarterly report 
to the Cabinet. 
{Ministry of Commerce O.M. No. 24/'J1l./64-ST, dated the 27th Augmt, 

1965]. 

ltetommendatioft (Serial' N'O; 15) 

The Committee recommended that the requirements of foreign 
exchange for building carrier vessels and its economics may be exa-
mirted by Government and the -same made available to the extent 
possible.- (Paragraph 60). 

REPLY OF THE GOVERNMENT 

The requirements of foreign exchange for building bulk carriers 
and its economics were examined by a Sub-Committee appointed by 
the Board of Trade at its meeting held on 1st December, 1912. The 
Sub-Committee has already submitted its report. The conclusions 
reached by the Sub-Committee are given at Appendix II. 

The findings of the Sub-Committee have been accepted by the 
Ministry of Transport and necessary action is being taken by them 
to implement the recommendations as far as possible. 
{Ministry Of Commerce, O.M. No. 24/23/64-ST, dated 27th August, 

1965]. 

Recommendation (Serial No. 18) 

The Corporation's efforts in expanding the e~ports of difficult-
to-sell itenu have not so far met with any great success. The Com-
mittee realise that there may be initial difficulties in finding markets 
for difficult-to-sell items and facilitating their exports to any large 
extent. But considering the fact that the Corporation hu been func-• tioRing for over seven years, better relUltS were expected in thia direc-
tion. The Committee trust that th~ Corporation would at least noW 
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take effective steps to increase the e~port of these items. - (Para-
graphs 71-72). ' 

REPLY OF THE GoVERNMENT 

To stimulate the export of chrome ore, bauxite ferro-manganese 
and ilmenite the MMTC was allowed to export these items on barter 
basis. In addition, recently the export of bauxite, ferro-manganese 
and ferro manllanese slag has been canalized through MMTC. It is 
hoped that these steps will help in increasing the export of these 
items. 

So far as manioc meal is concerned, the STC started handiling tha 
export of this item only in 1962-63. In 1963-64, however, the exports 
at 6,000 tonnes were substantially higher than in the! previous year. 
Late last year, the Kerala Government banned the export of manioc 
meal. The STC is now discussing this question with the Kerala Gov-
ernment 

In the rase of sodium bichromate, the STC is finding it difficult tJ 
push up the export because of recent increase in thE: cost of produc-
tion of the C\Wlmodity and al~o increase in the internal demand. Ne. 
verthele8:'~ the STC is examining the question of stepping up the ex'-
port of this commodity. 

[Ministr1 1 "f Commerce O.M. No. 24/46j64-ST, dated the 27t.h Augllsi,., 
1965'; 

Recommendation (Serial No. 24) 

While there has been a reduction in the Corporation's purchase 
price of the commodities whose imports are wholly canalised throug!. 
S.T.C., the resultant benefit has not, in most of the cases, been passeca 
~ to the actual user or consumer.- (Paragraph 97). 

The object of bringing down the prices by canalising the impor'Cl!o 
through the Corporation has not been achieved. The manner in which 
itie charging of high profits by the Corporation has been sought tc! 
be justified by the Secretary of the Ministry, is a clear indication that 
the main object behind the canalisation of imports has been lost sight 
of. lnatead of devising ways and means to regulate the prices anQ 
to see 'mat tne consumer got the goods at lower prices, the Corpor&.-
tion and the Government appear to have reconciled themselVes tv 
cnargf.ng of high prices u the only way out. It is true that the Cor-
poration might have encountered some diftlculties in arran,mg the 
supply of good8 to the consumers in the initial stages, but ,the same 
cannot be considered to be insurmountable, particularly now when It 
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has been fUhctioning for over seven years. It has to be realised that 
State trading, which is not universally supported has to create a 
good image of its working in the public mind. The benefits it brings 
to the consumer is the measure of its success. The Committee, there-
fore, recommend that· suitable measures sholild be devised in this 
regard by the Corporation immediately.- (Paragraph 99). 

REPLY OF THE GOVERNMENT 

Generally, the distribution margin on items handled by the State 
Trading Corporation and the Minerals and Metals Trading Corpo-
ration varies between i% per cent to 10 per cent (Limited to only 
0.5 per cent to 3% per cent in case of exports) to cover distribution 
.expenses and other incidental charges including profit, depending on 
different commodities. In some export commodities, the Corpora-
tion have even to hear lo~ses rather than charge any profits. 

However, in case o£ scarce commodities and commodities in short 
supply, the main objective is to canalise imports and distribution 
in order to mop up a portion of the differences between the ruling 
price in the market and the landed cost which would otherwise be 
cornered and exploited wholly by a few importers without any bene-
fit whatsoever to the consumers. Even in such cases the prices fix-
ed by the State Trading Corporation or the Minerals and Metals 
·Trading Corporation are somewhat lower than the market prices of 
such scarce imported commodities. 

With a view to illustrate the above policy, a copy of the state-
ment laid on the Table of the Parliament by the Minister of Com-
merce in May, 1964 is placed at Appendix III. 
{Ministry of Commerce D.M. No. 24/46/64-ST, dated the 27th August, 

1965]. 
Recommendation (Serial No. 29) 

The Committee suggest that the Corporation should not automa-
tically accept the agents selected by foreign suppliers but should 
independently decide about their suitability for the purpose. The 
Committee feel that for more than one reason, particular care should 
be exercised in the selection of agents. They would rather emphasise 
that the Corporation should itself take over agency functions in 
these cases unless there are specific difficulties which necessitate 
the appointment of outside agencies. (Paragraph 117). 

REPLY OF THE GOVEIlNMENT 

While llP to a point it is correct that the STC accepts the agents 
~elected by the foreign suppliers, this is not done automatically. 
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In fact the Corporation makes independent inquiries regarding the 
status of the firms and their standing before assistance is given to 
them. When it is found that the firms do not have necessary expe-
rience in dealing with particular commodities or do not have ade-
quate organisational set up to provide ~atisfactory aftersale service,. 
S.T.C. advises the Trade Representations of the supplying countries 
and requests them to select firms who can provide satisfactory faci-
lities. The Corporation also impresses on the supplying countries 
that agency arrangements should be more broad based so that effec-
tive aftersale service can be provided. The efforts of the Corpora-
tion in this direction have yielded tangible results and for a num-
ber of items the foreign suppliers have appointed agents for ~maller 
areas so that they may effectively provide aftersale service. For 
imported engineering goods it would not ordinarily be feasible for 
the S.T.C. to take over agency functions. The items imported are 
many and varied and the Corporation will have to expand its orga-
nisational [·et up considerably if it has to deal with a variety of 
items all over the country. Besides it will mean displacement of a 
number of traders who have the necessary organisation to provide 
the type of service that the Corporation will be called upon to 
render. This will lead to considerable heart burning and criticism 
without giving adequate compensation by way of improved facilities 
to the end-user. Having regard to these difficulties the S.T.C. will 
be advised to examine items in respect of which it can take over 
agp.ncy functions on a trial basis. 

[Ministry of Commerce O.M. No. 24/52/64-ST, dated the 27th Augw:t. 
1965]. 

Recommendation (Sel'ial No. 32) 

There is considerable over-lapping of functions between the State' 
Trading Corporation and selling agents and 'between selling agents 
and stockists in the matter of cement distribution. The Committee 
(.'Onsider that there is no need for all these agencies which unneces-
sarily add to the cost of cement for the consumers· It appears to the 
Committee that the s~lling agents who are the nominees of the fac-
tories do not serve any vital and useful functions and are only 
intermediaries and middlemen between the factories and stockists. 
While there may have been good reasons for their retention in the 
initial stages so as not to disturb the existing channel of distribution, 
there is no longer any justification for their continuance in the pre-
~ent scheme of cement distribution by ihe Corporation. The exist-
ence of these agencies only add to avoidable paper work and ddays 
and higher price. • 



2, 
The Committee feel that there is urgent need. to effect economy 

in the distribution arrangement and that the functions of the selling 
agents can 'be taken over by the Corporation without much addi-
tional expenditure. They have no doubt that such an arrangement, 
besides saving about _Rs. 1 crore annually, will re£ult in stream-
lining the distribution process as the Corporation will be dealing 
directly with the factories on the one hand and stockists on the 
other. The Committee trust that this matter will be examined 
without any delay. (Paragraphs 129-130). 

REPLY OF THE GOVERNMENT 

The recommendation of the Estimates Committee has been taken 
into considerp.tion while arriving at a decision in principle to decon-
trol cement except for quantities required by Government as 
announced by the Prime Minister in the Lok Sabha on the 26th 
August, 1965. 

[Ministry of Commerce O.M. No. 24/52/64-ST, dated the 27th August, 
1965]. 

Recommendation (Serial No. 33) 

There is justification for reducing and rationalising the remune-
ration of the Corporation for cement distribution. The Committee 
hl'l.ve earlier recommended in para 130 that the Corpor~ition should 
take over the functions of the selling agents. This might require a 
marginal readjustment of its remuneration. The Committee would, 
therefore, suggest that the entire price structure of cement may be 
reviewed so as to effect economy in the various elements of cost and 
pass on the benefit to the consumer. It would be desirRble if Euch 
a review is conducted by an agency, outside the COl'poration. 
(Paragraph 135). 

REPLY OF THE GOVERNMENT 

The Tariff Commission last examined the price structure of 
cement in 1961 and prices were determined according to the recom-
mendations with effect from the 1st June, 1963. Subsequently in 
view of the increase in the railway freight, price of coal, etc., the 
prices were further revised with effect from the 1st July, 1964. 
[Ministry of Commerce O.M. No. 24/54/64-ST, dated the 27th August, 

1965]. 

Recommendation (Serial No. 37) 

While the Committee appreciate that though the buffer stock 
operations do not fall within the normal commercial functions of a 
trading organisation, the Corporation has undertaken them as a mea-
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sure of price support for the benefit of the primary producerS. They 
are, however, concerned aIbout the multiplicity of agencies which, as 

. admitted by the Chairman of State Trading Corporation, increases 
the margin between the producer and the ultimate consumer. There 
is thus an urgent need to eliminate the superfluous agencies and to 
reorganise the pattern of operations accordingly. The Committee 
hope that Government, in consultation with the Corporation, would 
take effective measures expeditiously. In addition to ~treamlining 
the procedure as indicated above, the Corporation should also ensure 
that widest possible publicity is given to the prices paid by the 
Corporation for mch commodities, so that the primary producer is 
protected from exploitation by intermediaries. (Paragraph 151). 

REPLY OF THE GOVERNMENT 

State Trading Corporation is undertaking buffer stock operations 
in the following Commodities at present: 

(a) Sedlac. 
(b) Jute, and 
(c) Lemongrass Oil. 

So far as seedlac is concerned there is no intermediate agency and 
purchases are made at the various centres· opened by the S.T.C. and 
manned by their own officers. In the case of lemongrass oil again 
there is no multiplicity of agency. The Purchase of lemongrass oil 

· on S.T.C's. account and its export are the respon~ibi1ity of the S.T.C. 
itself. Purchases of the oil are made by the S.T.C. at 12 depots 

· spread over the lemongrass growing areas in the Kerala State. 
· These depots are under the overall charge of an official of the S.T.C. 
and 3 or 4 such depots are under the supervisory charge of an 
Inspector of the S.T.C. The actual storing at the various mofussil 
depots, transport of the oil from those depots to the central depot!; 
.at Cochin and certain other services like Agmarking, drumming, etc., 

· are rendered by the agents appointed by the S.T.C. who were in the 
pa~,t handling lemongrass oil trade and for such services they are 
paid the actual expenses and a nominal commission. In fact on a 

· comparative assessment of cost and administrative arrangements 
to be made it was found that this was a much simpler and cheaper 
·operation. 

So far as Jute buffer stock operations are concerned it is true 
that there is a three tier system, with the primary co-operating 

· societies at the base, the State Apex Marketing Society who super-
. .vi!'es the overall operations in the State&, and the National Agricul-
tural Co-operative Marketing Federation (NAFED), t~ whom 
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the jute is purchased by the S.T.C. The question of reducing these 
stages particularly by eliminating the NAFED had been examined 
in great detail by the different Ministries concerned, and it was the 
general conclusion that as the overall (All-India) organisation repre-
senting the co-operative marketing organisations in the country, 
with experience of commercial operations of purchases and sales, 
the NAFED should be kept in the picture and should be the organi-
sation with whom the S.T.C. should deal. The NEFED was in fact 
brought into these operations as the specific request of the various 
Apex Co-operative Societies concerned with a view to help them in 
effecting deliveries at Calcutta to S.T.C. on behalf of the up-country 
Suppliers, settling accounts with S.T.C. and, what is even more 
important, in regard to the adjudication of quality of the goods sup-
plied and settlement of disputes, if any, with the S.T.C. and with the 
ultimate purchaser mills. It has to be admitted that the NAFED 
has rendered a good account of itself on these operations. So far 
as the Apex and Primary Societies are concerned it will be very 
difficult if not impossible to operate in an orderly manner without 
these organisations in view of the vast areas to be covered and the 
exten~ive nature of the operations. 

If these stages are to be eliminated and the Apex and Primary 
Societies are to be displaced it will be necessary for the S.T.C. to 
build up a corresponding organisation covering the entire jute areas 
which may not be very easy nor advantageous. 
[Ministry of Commerce O.M. No. 24/57/64-ST, dated the 27th August, 

1965]. 
RecoJDJDelldation (Serial No. 40) 

The Committee deprecate the tendency on the part of public 
.undertakings to follow Government pattern in creating a heirarchy 
of officer and in employing subordinate &taff like Stenographers and 
peons on Government scale. The deputation of top officers from 
Government to the public undertakings, who are used to Gov-
ernment procedure, appears to be the principal reason for this 
situation. The Committee consider that a trading organisation like 
the State Trading Corporation should be guided by the practices 
.and procedures followed by business houses in the private sector, 
if it has to work efficiently and economically. By eliminating some 
of the existing layers and introducing the jumping level system. if 
should be possible for the Corporation to distribute the work amoni 
a lesser number of officers,. This will also help in reducing paper 
work and in expediting disposal of cases. The provisions of peonJ 
and stenoaraphers should be made on the basis of the requirements 
.of work rather than the status of the officer. (Paragraph 160). 
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RIlPLY OF THE GOVERNMENT 

In an organisation like the S.T.C., it is not always possible to be 
guided by the practices and procedures followed by Business 
Houses in the private sector. While the procedures adopted have 
been simplifted: to the extent possible as a result of experience gained 
during the last eight years, it is, nevertheless, essential to maintain 
the Government system of working to an extent, as it is necessary 
to maintain proper records of business conducted, of discur:sions that 
take place between the Corporation and the various Governmental 
agencies as also the private trade so that no doubts remain uncla-
rifted at a later stage. It is to be remembered that the entire tran-
sactions of this Corporation are subject to detailed audit scrutiny 
both by the Commercial Auditors as well as Government Auditor"! 
from the point of view of accounting and propriety. The Corpora-
tion is also answerable to the Government and Parliament for its 
various activities. 

The system of jumping of levels is already in practice in the 
Corporation. There is really no "hierarchy" of officers, although 
various pay scales have been prescribed. for facilitating recruitment. 

The provision of Peons and Stenographers is in fact made on the 
basiS', of recruitment of work rather than the status of officer con-
cerned. 

[Ministry of Commerce a.M. No. 24/31/65-ST, dated the 27th August,. 
1965]. 

Recommendation (Serial No. 42) 

The Committee trust that the Corporation will initiate action to 
improve the functioning of the Regional Offices in the light of the 
suggestions referred to in para 163. (Paragraph 164). 

REPLY OF THE GOVERNMENT 

QuaLity Control: It is not understood as to how the Estimates 
Committee has come to the conclusion that the Corporation's Regio-
nal Offices ,10 not exercise any control over the quality of the mine-
rals purchased by the Corporation. The purchase contracts entered 
into by the Corporation provide for samples to be drawn either at 
the time of loading the ore into the wagons or at the time of unload-
ing the ~re from the wagons at the port. Since the trade practice 
is for a neutral sampler to do the sampling work the Corporation 
maintains a panel of Samplers and the sampling is dov.e by the 
Analyst on thia panel. 
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Demu.1'Tage.-Demurrage/despatch are a normal feature of trade 
in a bulk commodity, like iron ore when shipments are effected in 
full charter loads. The Corporation is exercising constant vigilance 
and utmost care in drawing up shipping programmes in such a 
manner so as to minimise the chances of demurrage but the possi-
bility of the occurrence of circumstances beyond the control of the 
Corporation is difficult to eliminate. Certain remedial measures hare 
already been taken which would to some extent minimise the possi-
bilities of incurring heavy demurrage, such as 'building-up stocks at 
portsl, spacing of shipping Schedules in a manner so as to avoid 
touching of vessels, etc. 

Other suggestions of the Committee are noted and the Corpora-
tion will be advised suitably. 
[Min.istry of Commerce U.O. No. 24/30/65-ST, dated the 27th Au.gust, 

1965]. 

Recommenda,tion (Serial No. 47) 

It may be conceded that a trading organisation like S.T.C. may 
not like to disclose detailed information about each commodity but 
some method has to be devised by which Parliament may have an 
opportunity of judging the performance of the Corporation in regard 
to its trade in important commodities. The Committee consider 
that it may be posdble for the Corporation to indicate the indivi-
dual trading results in the follow~g cases:-

(i) Where a commodity has been entrusted to the Corpora-
tion with the prior knowledge that loss would be incur-
red, e.g., groundnut oil; 

(ii) trade in commoditiesl in public interest, e.g., Buffer stock 
Operations; 

(iii) where losses in trading in particular commodities exceed 
Rs. 1 lakh in a year. (Paragraph 183). 

REPLY OF THE GOVERNMENT 

There should be no objection to furnishing information of the 
kind suggested by the Estimates Committee subject to certain im-
portant consideratiom\ Both in respect of commodities on which it 
is known that losses would be incurred and operations like buffer 
stocks schemes undertaken in public interest, the Corporation makes 
as careful and detailed an as,essment as possible of the trading 
results, including losses, though it could happen that for reasons 
beyond the Corporation's control the actual results may vary some-
time substantially from such estimates. Such informatiol \ to t ~ 
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furnished will contain the overall trading conditions and the anti-
cipated results but it will not be desirable to disclose either the prices 
or some of the major ingredients of the contract, since the divulgence 
to the public of such information will be taken advantage of by 
competitorsl both in the country and particularly abroad and will 
only be of benefit to our competitors. It will also not be desirable to 
diwlge in detail the cost of production and its break-up in respect 
of various commodities since the very knowledge of these details 
would on the one hand provide our competitors with information 
which will put them in a strong bargaining position and could on 
the other hand wmetimes even defeat the very objectives with which 
such transactions are undertaken. In the very nature of things 
where buffer stock operations are undertaken they are liable to losses 
since such operations are a measure of economic assistance to the 
community and the element of assistance is not related to a corres-
ponding element of profit or benefit to the Corporation. 

[Ministry of Commerce O.M. No. 24/24/64-ST, dated the 27th August~ 
1965]. 



CHAPTER III 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 
COMMITTEE. 

Recommendaa.tion (Serial No. 20) 

The Committee are doubtful whether Government which have 
directed the Corporation to undertake the export of groundnut oil, 
had they known in advance that for earning foreign exchange of 
Rs. 3' 44 crores, a loss of Rs. 2'13 crores would be incurred. Consi-
dering the fact that on a transaction of a little less than Rs. 6 
crores a loss of Rs. 2'13 crores has been incurred i.e., 33' 05 per cent, 
which is very abnormal, the Committee recommend that a thorough 
enquiry into the transaction and the circumstances leading to the 
losses should be made expeditiously. (Para 87). 

REPLY OF THE GOVERNMENT 

The matter has been fully examined and a detailed report pre-
pared by the S.T.C is placed at Appendix IV. The Committee is re-
quested to reconsider whether in view of the position explained by 
the S.T.C. an enquiry is still called for. It may be seen from the 
report that the losses involved on the groundnut oil operations were 
not net losses and were made good by the counter vailing imports. 
If, however, the Committee still desire that an enquiry is called for, 
Government would not have any objection. 
[Ministry of Commerce O.M. No. 24/49/64-ST, dated 27th August, 

1965]. 

COMMENTS OF mE COMMrn'D 

The Committee would emphasize that Government and the Cor
poration should in future erercise greater trigiZa.nce in dealing with 
items where losses are anticipated and take timely metJ8U'7'es .0 that 
losses, if any, are not allowed to increase beyond reasonable limits 
of normal commercial transactions of that nature. 

~ommendation (Serial No. 27) 

It is true that no rigid purchase procedure can be followed by a 
trading organization like the State Trading Corporation for an the 

• 31 
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commodities. But it is essential that it would give the widest pub-
licity to its purchases so that all the intending sellers have a fair 
chance of quoting their rates and the Corporation obtains the com-
modities at cheap price. The system of limited tenders, followed by 
the Corporation, does not serve any useful purpose as most of the 
members of the trading community in any particular commodity 
would come to know of the intended purchases of the Cprporation. 
On the other hand, the system lays the Corporation open to the 
allegations of favouritism and nepotism. The Committee would, 
therefore, recommend that wide publicity should be given by the 
Corporation to its purchases and as far as possible, public tenders 
should be invited for the purchases made by it. This will also help 
to remove misgiving'$, if any, in the minds of the public and the 
trading community at large about fairness in the selection of sup-
pliers by the Corporation. (Paragraph 110). 

REPLY m' THE GOVERNMENT 

The procedure followed by MMTC and STC is explained below:-

Minerals and MetaZs Trading Corporation: 

Iro1/. Ore.-In the case of Iron ore the Corporation enjoys com-
plete monopoly. While giving the monopoly Government also 
directed the Corporation to utilise the existing channels of trade. 
In particular, the Corporation was asked to ensure that every estab-
lished shipper and mine-owner/exporter was given an opportunity 
to participate in the business relating to his performance during the 
four-year period ending December 1956 and that interest of the 
mine-owners who are not shippers was duly safeguarded. 

In major mining sectors, therefore, the Corporation decides the 
-quantity that it would purchase from the established shippers and 
non-shipper mine-owners. The quantity is fixed after taking into 
account the movement capacity availcrble on the sector and the re-
Quirement of the Corporation. This purchase policy is made known 
to all the concerned persons. Thus, there is no chance of the Cor-
poration being open to allegation of nepotism and favouritism so far 
as the iron are purchases are concerned. 

Non-ferrous MetaLll.-The Corporation purchases Non-ferrous 
metals from abroad against foreign exchange allocations made by 
the Government from time to time. Although the tenders are not 
advertised through the Press as such. tender enquiries are issued 
to all suppliers of non-ferrous metals in India as also aU Smelters! 
Producers as well as other firms abroad. Experience duing the last 
few years has shown that whatever be the system of tender enquiry 
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.quotations are received only from a limited number of Indian Agent. 
of SIp.elters/Producers abroad. The existing system of purchase of 
Non-ferrous metals is, therefore, found suitable. For the Corpora-
tion's purchase of Non-ferrous Ketals from Rupee payment coun-
tries, however, deals are finalised after negotiations, with the Trade 
Representations in India of the supplying countries concerned, there 
.being no Agents of East-European suppliers. 

State Trading Corporation: 

The purchases by the Corporation can be divided broadly a8 
follows:-

1. For purposes of exports to other countries; 
·2. For imports from other countries and distribution in the 

country; and 
3. For buffer stock operations. 

(1) In most of the cases of exports, the purchases are made from 
the suppliers, whose products have been approved by the foreign 
buyers at prices which are acceptable to them. An attempt is made 
to get samples from as wide a circle of suppliers as possible by mak-
ing reference in some cases tu the Export Promotion Council. A 
small margin for the Corporation is included in the purchase price. 
From time to time, further additions of names to the list of quality 
manufacturers are made after due scrutiny of capacity, reliability 
and dependability of the firms. Various consumer goods, salt, shoes, 
juices etc. are covered by this category. 

In the case of a few commodities, purchases and sales are made 
by the Corporation on its own, for example, groundnut oil. In such 
cases, purchases have to be made quickly and quotatiOns have to 
be restricted to a few parties, who are capable of supplying at com-
petitive rates and who are sure of performing the contract. If this 
method is not resorted to, the exports are likely to suffer because of 
high prices of goods resulting from advance publicity of large 
.demands. 

(2) So far the imports are concerned these may be from: 
(a) Rupee Payment Countries; 
(b) AID Loan Programme; and 
(c) A~ainst free foreign exchange and barter allocations. 

The purchases from Rupee Payment countries have to be made 
through centralised selling agencies in those countries and the 
question 04. calling for quotations does not arise. In making such 
purchases, prevailing international prices are kept in view. 
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AID Loan purchases have to <be made according to definite pur-
chasing procedures, which have scrupulously to be followed and 
quotations have to be called for from all the parties laid down in the 
terms or in pursuance for the AID procedures. 

So far as purchases against free foreign exchange allocations are 
concerned quotations are called for from the widest circle of sup-
pliers and new parties offering to supply are always taken note of 
and asked to quote, whenever the occasion arises. 

(3) Purchases under Buffer stock operations are spread over 
three commodities, namely jute, seedlac, and lemon grass oil. In 
such cases, the minimum prices, at which purchases are made, are 
determined by the Corporation in consultation with the Government 
and the purchases are effected after giving wide publicity to the 
purchasing prices and these are open to all producers, who care to 
bring their produces to our purchasing centres. In case of Jute, 
however, procurement is through NAFED from the Apex Coopera-
tive Societies, Which function through a net work of secondary and 
,,.....,..~ ·1OCietieI. 

It would thus be observed that the Corporations have evolved 
purchase procedures to suit each category of items jnvolved. It will 
not be in the business interests of the Corporations to give in all 
cases wide publicity to their purchases. 

[Ministry of Com.merce O.M. No. 24/35/64-ST, dated 27th August, 
1965]. 

COMMENTS OF THE COMMITTEE 

T~ Committee 'Wou.ld stress that as far as possible the Corpora
tion shou.ld avaU of the ben.efit of competitive rates and the cardinal 
principle of inviting quotations after wide publicity, should not b. 
SIt aside. 

Recommendation (Serial No. 31) 

In view of the imperative need for increasing exports from the 
country. the Committee consider that where import licences issued 
in the name of S.T.C. are tramferred to private parties, the feasibility 
of making it obligatory on the part of such importers to effect exports 
of a percentage of the value of their import licences may be exa-
mined. In case it is not feasible, the whole question of illdirect 
imports may be reviewed to see whether the Corporation could do it 
itself. (Pamgraph 121). ~ 
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REPLY OF THE GOVERNMENT 

Generally it will not be possible to make it obligatory for imports 
by private parties to be linked up with some exports. As it is, so 
far as trade with East .European Countries and other countries with 
which there are agreements on the basis of a balanced trade is con-
cerned, imports are by and large matched thy corresponding ex-
ports though each individual import is not matched by a specific 
individual export. There does not appear to be much scope for a 
reconsideration of the import policy in this matter. It is not always 
possible, or even desirable to make it obligatory for each importer 
to effect exports of a percentage of the value of their import licences, 
since more often than not the importer deals exclusively with parti-
cular lines of imports. Possibilities can, however, be explored of per-
suading importers of particular items to export at least a certain 
proportion, say 25 per cent., of the value of the import licence of 
like items; e.g., where the imports are of items like -machine tools, 
chemicals and pharmaceuticals, it may be possible to persuade 
the foreign supplier to agree to import himself or through his asso-
ciate machine tools and chemicals and pharmaceuticals which are 
available for export from this country. 

At present ST.C. is not equipped to handle directly all the in-
direct imports beipg done through the Corporation. 

[Ministry of Commerce O.M. No. 24/59/64-ST, dated 27th Auguat, 
1965 and O.M. No 24/IO/64-ST, dated 27th July, 1966J. 

COMMENTS OF THE COMMITl'El!: 

The Committee are of the view that effective steps should be 
taken to impleme11.t the recommendation of the Estimates Committee 
to the extent it is possible without further loss of time. 

Recommendation (Serial No. SO) 

The Committee are not convinced with the reasons advanced for 
bifurcating the STC. In their opinion there is no need for having 
two independent Corporations to handle the increasing ,business of 
the STC. The formation of two Corporation is open to the criticism 
that there is a tendency in the Government Organisation to proli-
ferate. The setting up of two separate independent Corporations 
would apparently result in: 

(i) Setting up of two Boards of Directors. 

(ii) Laek of unified policy decision in the matter of handling 
vade and the two Boards taldng independent decisions on 
similar subject. 
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;(iii) Delays and. difficulties in finalising Link and Barter deals 
which would concern both the Corporations. 

(iv) Higher administrative and overhead expenses. 

(v) Opening of separate regional and Branch OfRces and Ser-
vice Sections etc. 

fhe Committee consider that the purpose of handling additional 
"business and strengthening the organisation might have well been 
served by setting up two units with separate General Managers 
under the same Corporation-one dealing with minerala and metals 
trade and the oth~ with the remaining items. Such an arrange-
ment, besides economy, will have the advantage of a unified policy 
direction at the top by one Board. At the same time the units will 
have sufficient autonomy in their day-to-day working. In fact there 
are already other Public Undertakings which have been functioning 
successfully with more than one unit under one Board of Manage-
ment viz., H.M.T., H.E.L., H.S.L., Fertiliser Corporation of India 
Ltd. etc. In their 80th Report (Second Lok Sabha) the Committee had 
recommended that even for taking up new activities in the line the 
existing organisation should be utilised rather than creating new 
bodies 'for the purpose. The Committee regret that in spite of the 
fact that the above recommendation has been accepted by Govern-
ment. the STC has Ibeen spilt up to carryon even its existing activi-
ties (Paragraphs 192-195). 

REPLY OF THE GOVERNMENT 

Before bifurcating the S.T.C., Government fully considered the 
implicntions of such bifurcation. In recent years, it has been ex-
tremely difftcult for India to sell its mineral ores, particularly iron 
ore anc:l. manganese ore, as international prices have been declining 
and also because of alternative sources of supply. It became essen-
tial therefore tQ pay exclusive attention to intensify efforts towards 
reducing procurement costs internally and to maintain and develop 
markets abroad. Moreover, it was decided to fix the target of export of 
25 million tons of iron ore by 1970-71. Government, therefore, after 
fuli consideration, came to the conclusion that, to achieve the eS-
port target for iron ore and to maintain and develop the markets 
for mineral ores in general, it was essential to have an organisation 
with a separate administrative ~et up. 

The results achieved so far by the M.M.T.C. have justified fully 
Government's decision to bifurcate the STC, which was unwieldy, 
to create the new Corporation, the MMTC, to handle exclusiftly the 
trade in minerals and metals. The value of export of mineral ores 
in 1964-65 was Rs. 40' 74 crores as against Rs. 25' 35 crores in 1963-64. 
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The export of iron ore and manganese ore in 1964-65 formed 
about 80 per cent of the total value of exports. The MMTC started 
opt!rating as a separate organisation from the 1st October, 1963. The 
following comparative figures of export for 196.\-64 and 1964-65 will 
bring out the achievement of the M.M.T.C. operating as a separate 
organisation. 

Exports 1963-64 1964-65 

Iron ore (in million tons) 4'18 4'81 
Manganese ore (in million tons) 0'64 1'36 
Bauxite (in '000' tons) • 1'50 11'00 

Chrome ore (in '000' tons) 8'3 32 '00 

Ferro-Manganese (in '000' tons) 0'9 87'00 
Coal (in '000' tons) 159'00 

On the import side of the MMTC's activities, the value of im-
ports in 1964-65 (not including cotton under CCC Barter) was about 
Rs. 20 crores as against RB. 13- 7 crores in 1963-64. The main imports 
were steel, non-ferrous metals, pig iron and tin. 

[Ministry of Commerce, O.M. No. 24/40/64-ST, dated 27th August, 
1965]. 

COMMENTS OF THE COMMITTEE 

The Committee suggest that the working of the S.T.C. and 
M.M.T.C. should be reviewed, after .ome years by an. in.depeftdnt 
body, with a view to seeing whether the two could be combined. u 
3uggeBted by the Emfl14ter Committee. 



CHAPTER IV 
RECOMMENDATION IN RESPECT OF WHICH THE FINAL 
REPLY HAS NOT BEEN RECEIVED FROM THE GOVERNMENT 

RecommendatiOn (Serial No. 44) 
The Committee are unhappy at the failure of Government to 

implement a previous recommendation of the Committee which has 
been accepted by them. It is expected that once a recommendation 
has been agreed to, it would be acted upon without any delay. l'he 
Committee would also like to emphasise that in the case of their re-
commendations which are of general application and require to be 
implemented by more than one undertaking, the Ministry concerned 
should bring it to the notice of the other undertakings through the 
respective administrative Ministries. (Paragraph 171). 

REPLY OF THE GoVERNMENT 

It is felt that giving wide publicity to instructions received from 
Government, from time to time, by the Corporation and publishing 
them in the annual Reports of the Corporation might not always be 
in the best trading interest of the Corporation. In the oral evidence 
before the Committee, it was explained that a register be maintain-
ed of such instructions which can be made available to the Parlia-
ment. 
[Ministry of Commerce O.M. No. 24/71 /64-ST, dated 27th August, 

1965.] 
FURTHER INFORMATION DESIRED BY THE COMMI'I'TEE 

Government's reply to the observation of the Committee that re-
commendations which are of general application should be brought 
to the notice of other undertakings. 

[L.S.S. O.M. No. 25-PU /65 dated the 15th November, 1965] 

FURTHER REPLY OF THE GOVERNMENT 

The point is under examination in consultation with the Ministry 
of Industry and Supply. 
[Ministry of Commerce O.M. No. 24/10j64-ST dated the 31st Decem-

ber, 1965.J 

NEW DELHI; 
September 2, I966 
Bhadra I J, r888 (S) 

D. N. TIWARY, 
Chairman, 

Committee on Public Undertakings. 

• At the time of f~ctua1 verification, the .Ministry have ~t~ed. that the obaervation of 
the Committee js beIDa broUlht to the notice of all the Minlltrles. 

[Ministry of Commerce O.M. No. 24IIo/64-ST, dated the ;lilt August, 1966.] 
• 
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APPENDIX I 

(See S. No. 49, Chapter I) 

A coPy of letter No. 23/20/64-ST, dated the 31st October, 1964 
issued by the Ministry of Commerce regarding the presentation of 
Annual Reports and Audited Accounts of Statutory Bodies to Par-
liament to the following: 

(a) The Secretary, 
(Shri J. L. Agarwal), 
State Trading Corporation, 
Express Building, 
New Delhi. 

(b) The Divisional Manager (Admn.) 
(Shri Virendra), 
M.M.T.C., 
Express Building, 
New Delhi. 

(c) The Secretary 
(Shri B. Mehta), 
E.C.C.C., 
4, Rampart Row, 
Bombay-I. 

(d, The Secretary, 
(Shri S. Jayaraman), 
H.&H.E.C., 
Lok Kalyan Bhavan, 
ll-A Rouse Avenue Lane, 
New Delhi. 

Dear Sir, 
J am directed to forward herewith a copy of this Ministry's Memo. 

Nu. Part 5 (26) /64, dated the 5th October, 1964, on the above subject, 
nnd to request that the time schedule referred to therein in respect 
of the submission of the Annual Reports containing duly Audited 
'\.ccounts of the Corporation may please be noted . • 



.0 
No. ,ParI. 5 (26) /64 
GoVERNMENT OF INDIA 

MINISTRY OF COMMERCE 

New Delhi, the 5th Oct., 1964. 

MEMORANDUM 

SUBJECT:-Presentation of Annual Reports and Audited Accounts Of 
Statutory Bodies to Parliament. 

It has been observed that no uniform procedure is at present 
being followed by the Sections for laying on the Table of both 
Houses of Parliament, Annual Reports and the Audited Accounts of 
the various Statutory Boards etc. under the administrative control 
of this Ministry. With a view to bringing about uniformity in this 
behalf as also with a view to avoiding any undue delay in the sub-
mission of Annual Reports and the Audited Accounts of the various 
Boards etc. to Parliament, Ministry of Finance have suggested that 
in future Annual Reports containing duly Audited Accounts of the 
various Sta~utory Boards under the administrative control of this 
Ministry should be laid on the Table of both Houses of Parliament 
latest by November/December of the next financial year to which 
the Report pertains. All concerned may kindly note this suggestion 
for strict compliance. 

To 
ST & BD Section 

Sd/- (K. K. SACHDEV) 
Under Secretary to the G01,ernment of Trlditl 



APPENDIX II 

(See S. No. 15, Chapter II) 

Finding. of the Sub-Committee appointed by the Board of Trade to 
examine the requirements of foreign exchange for building bul,k car

riers and its economics 

(i) Need for bulk carriers: 

Considering that the export of iron are from India is proposed 
to be stepped up to about 25 million tons by 1970-71 from the present 
level of about 9 to 10 millions tons and considering, further, that 
a large quantity of food grains is being imported from abroad, it is 
essential, in our view, that India should build up an adequate mer-
chant fleet of bulk carriers to carry in national shipping, a progres-
sively increasing percentage of such cargoes. The share of Indian 
shipping should eventually reach the target of 50 per cent of the-
total trade. . 

(i) Conservation of foreign exchange: 

The acquisition of bulk carriers is necessary for conserving the' 
large amount of foreign exchange which is spent at present on the 
utilisation of foreign tonnage. An idea of the total freight inv'olved 
for the transportation of iron ore at an assumed rate of Rs. 26 per 
ton f.i.o.t. is given below:-

Quantity of Iron Ore 

10 million tons • 
I S million tons 
2.0 million tons 
2.S million tons 

Total 
Freight 

(Rs. Crores) 

In addition, the freight involved in the transportation of 2 million 
tons of foodgrains from U.S.A. to India which could be carried in 
Indian ships if the same were available adds UP to Rs. 8 crores per 

• 
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annum, freight being calculated at Rs. ~ pe.r ton. Once the price 
of the bulk carriers has been paid off, there would be considerable 
contribution towards our foreign exchange resources from the earn-
ings of these bulk carriers. 

(iii) ExpoTt Promotion: 

From the point of view of export promotion, it is essential that 
India should have an adequate bulk carrier fleet. In" the absence of 
such a fleet, the country could have to depend on foreign tonnage. 
This would be a serious handicap for two reasons. Firstly, the tramp 
market being unsteady, a definite sale programme of. substantial 
quantities would be dependent on the vagaries of the Market. As 
recent weeks have shown, the tramp market registers a sharp in-
crease without much notice. Secondly, even if the country were 
prepared to pay the high freight- rate at to-day's market, suitable 
vessels may not be forthcoming. As against this, if bulk carriers 
are acquired as proposed in this report, it would be possible to pro-
mote the export of iron ore on the basis of a steady freight rate nego-
tiated with Indian shipowners, effective for a reasonable period of 
time. This would be a dependable base for selling iron are, special-
lyon c.i.f. basis. 

(iv) Cargo Availability, Sale Pattern: 

Shipowners acquiring bulk carriers should have the assurance 
that cargoes would be available regularly and on a long-term basis. 
To ensure this every effort should be made to sell as large a percen-
tage of iron are as possible on c.i.f. basis with a view to retaining 
control over shipments within the country. This would enable the 
allocation of such cargoes to national shipping and would facilitate 
the achievement of the target of carrying 50 per cent bulk cargoes 
in national shipping. Even if c.i.f. sales cannot be effected to the ex-
tent desired, and for some time more f.o.b. sales have to be made, a 
suitable clause should be inserted in sale contracts providing for the 
utilisation of Indian tonnage up to an agreed percentage which 
should be progressively increased until the overall target of 50 per 
.cent transportation by Indian vessels is achieved. 

(v) Number of Bulk carriers to be acquired: 

Priority should be given to the Building up of a bulk carrier fleet 
af 23 vessels of about 33,000 d.w.t. each. It is understood that 11 such 
Vt"Allels have already been acquired or ordered. Arrangements may, 
therefore. be made for acquiring another 12 vessels on the basis of 
priority. Subsequently, 5 or 6 builk carriers should be acquirPrl each 
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: year. This programme may be reviewed annually with a view to im-
proving the pace of acquisition of further bulk carriers, i'f possible . 

. (vi) Employment of bulk carriers in the India-Europe-USA-India 
· f0ute for exporting iron ore and importing foocigrains would be reason. 
.-ably economical. Priority may, therefore, be given to the employ-
· ment of bulk carriers in this route. Priority may also be given for 
: the .employmentof bulk carirers in the Indla-Japan-India route for 
• carrying iron ore to Japan and ballasting back to India. 

(vii) Acqu.isition of bu.lk carriers on 10 years deferred payment 
terms. 

Approval may be accorded to the acquisition of bulk carriers on 
· deferred payment terms spread over 10 years. It is estimated that 
· within this period the net foreign exehange earnings of each vessels 
· would be adequate to cover the entire price of each vessel as well as 
. the interest charges 'Payable to shipyards . 

. (viii) A Line of Credit to be arranged to meet the initial down 
payment: 

To meet the initial ·down payment which may be of the order 
lof 15% of the price of each vessel, a Line of Credit may be arranged 
by Government with the leading shipbuildilIlg countries of the 

· worl'Cl. Failing that, assistance may be provided for securing foreign 
· exchange loans repayable over a period of 10 years for this purpose. 
· If this also does not succeed, to the extent necessary, there would be 
no alternative to releasing an anwunt equal to 15% of the price of 
each vessel frem the free foreign exchange resources. In that event, 

· every effort may be made to reduce the amount of initial down pay-
· ment while negotiate deferred payment terms. 

(ix) Contribution to foreign exchange pool: 

After the first 10 years, during which period the entire price 
: and interest charges would have been paid off, each bulk carrier 
· would make a worth while contribution to the foreign exchange 
· resources of the country. 

,(x) Interest Free loan of RI. 50 lakhs per vessel: 

For enabling the acquisition of a bulk carrier costing Rs. 215 
'lakhs it would not be necessary for the Shipping Development Fund 
Committee to advance a loan equal to 90% or 93 p.c. of the price "I 

'each vessel as is normally done. Under deferred payment terma, 
-the price would be paid over a number of years and the bulk of 
: ~hese ,PllYments could be made from the earnings of these vesle18 
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themseIvea; For enabling. the shipping. companies to· pay. the down~ 
payment equal to 15% of the: price of each ship· om delivery and. 
for filling· the gap during the next 2 or 3 ,years between the earnings. 
available for repayment of price and the total amount due to the 
shipyard, a sum of Rs. 50 lakhs per vessel may be provided as loan 
to shipping companies. As an incentive,. this loan may be given 
interest-free. This would be an inducement to shipowners to' 
operate their vessels even in. those routes where ballasting back to, 
India is involv.ed. 

(xi) Special port faciLities:: 

QUick turnround of bulk carders.' is an' essential' requirement (or· 
economic operation. Accordingly special arrangements may be made 
for berthing hulk carriers and loading and unloading facilities should 
be machanized to the maximum extent possible to provjde quick 
despatch. 

(xii) Dry dOCking and repai.r· facilities:' 

An immediate survey should be conducted of·the drydoeking and 
repair facilities available at. Indian perts in order to ascertain the' 
improvements which would be'necessary for meeting requirements of 
not only the existing fieet, but also the additional tonnage which is; 
proposed to be acquired. 

(xiii) Shi~r8 obligation: 

The shipowners should ·be required to place the bulk carriers 
acquired by them in India's overseas trades for carrying iron ore' 
exports and foodgrain imports. There should be no objection to· 
cross trading after the country's own requirements have been met. 
Shipowners should also be required to agree to operate their vessels: 
at a freight rate settled by mutual negotiations, such freight rElte~ 
to be effective for a reasonable period 'in order to permit c;i.f.S8.1es ... 



APPENDIX 01 

(See S. No. 24, Chapter II) 

Copy of a Statement laid on the Table of the Partiament by the 
Minister for International Trade in May. 1964 regarding the percentage 

of Profits charged by the State Trading Corporation 

The reference to the so-called high profits of the State Trading Cor-
poration and the Minerals and Metals Trading Corporations relates 
mostly to the import of items such as betelnuts and cloves, camphor, 
ball bearings, non-ferrous metals etc. There is a misunderstanding 
as to the margin which is charged by these two Corporations 
between the landed cost of these commodities and the release price 
for distribution. The correct position in regard to these aspects, 
therefore, requires to be stated fully and in its proper perspective. 

The Corporation are having their trading activities covering 
exports, imports, internal purchase and sale in some commodities. 
So far as the exports are concerned, the margins of profit are, as a 
rule small, varying between i% to 3%. In fact, in some cases like 
groulldnut oil, manioc meal, lemongrass oil, sodium bichromates 
etc. losses are suffered with the dual object of (a) promoting exports 
and earning the much-needed foreign exchange and (1-) to given 
price support to the primary producers of manioc meal, lemon grass 
oil, tobacco etc. '""" 

On importl the margin of profits varies from commodity to commo-
dity depend .... upon ita availability in foreign markets, its essentia-
lity, the prevailing market prices, the relative availabili y cf the 
indigenous products etc. In a very large number of cases, the per .. 
centage of distribution margin charged varies from 0.4% to 10% . 

• Margins of ctistribution charged is illustrated as under:-

Items 
Distribution 

margin charges 

Fertilisers . 
Copper 
Zinc. 
Steel. 

adout 
abour 
about 
about 

tools and alloy steels about 
Dye intermed:ates, phprmaceuticals intermediates, sodium 

IUld chilean nitrated, crustic soda, sodium sulphate 
and miscellaneous basiC ch(micals below 

Newsprint about 
• 45 

10% 
1% 
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In some scarce 1mported consumer commodities in short supplies, 
whose imports have been canalised through these Corporations, the 
Corporations mop up a portion df the surplus profits which are 
available in these commodities owing to their short supply and high 
ruling market prices. Such commodities are betelnuts, cloves, 
camphor, mercury, etc. In such cases also, the Corporation while 
mopping up the excess profits fix the release price, which is invariably 
lower than the prevailing market prices so that the prices tend to 
stabilise at reasonable levels and unduly large profits are not passed 
on to private hands without at all ,benefiting the consumers. 

While detennining the release prices, the Corporations have also 
been guided by the considerations that the release prices may Dot 
effect the interests of the indigenous producers. For example, India 
produces about 40,000 tons of betelnuts and imports only 5,000 tons. 
The State Trading Corporation does' not af all interfere with purchase, 
sale and distribution of indigenous betelnuts which is handled entirely 
by the indigenous growers and traders of the country. The S.T.C. 
releases the imported betelnuts to distributors at prices somewhat 
lower than the ruling market prices df indigenous betelnuts. The 
margin charged by the State Trading Corporation on the distribution 
of betelnuts has been about 33% over the landed costs. 

In such cases of imported consumer commodities whose supply 
falls short of demand and where due to shortage of foreign exchange, 
large imports to satisfy internal demand are not possible, the factor 
whi·ch the Corporations take into consideration is that the releflse 
prices of such scarce imported commodities do not leave a vl~ry 
excessive margin of profits in the hands of the intermediaries and 
where no benefit really accrues at all to the consumers by releasing 
such commodities to the distributors at very low prices. As in case 
of imported betelnuts, release prices of cloves, camphor and other 
canalised imported scarce commodities are also fixed from time to 
time by the Corporation in accordance with above policy as mentioned 
jn this statement. 



APPENDIX IV 

(See S. No. 20, Chapter III) 

Report on the Groundnut Oil Operations UndeTtaken by the State 
Trading Corporation in 1961-63 and the circumstances leading tn 
the Losses on those Exports. 

The Estimates Committee in their 49th Report (8-8-64) relating 
to the State Trading Corporation of India Ltd., in recording their 
conclusions and recommendations on the export of groundnut oil 
undertaken by the Corporation recommended in pragraph 87 that 
a thorough enquiry into the transactions and the circumstances 
leading to the losses should be made expeditiously. In order to 
make a through investigation into this transaction the Government 
in the Ministry of International Trade (now Ministry of Commerce) 
directed that a detailed report should be submitted to the Govern-
ment by the Corporation regarding the operations undertaken by the 
S.T.C. in this regard. 

2. In order to place these operations in the correct perspective it 
is necesseary to explain the background against which this work 
was undertaken by the STC and the objectives and the results of 
these operations. India was at one time in the forefront of the 
countries exporting groundnut oil and this commodity was an im-
portant foreign exchange earner. However during the decade from 
abeut 1951-52, but for a spurt in 1955, the export of groundnut oil 
dwindled over the years and became almost negUgible in 1960-61, 
in which year the total quantity exported was a mere 975 metric 
tons. This decline in the exports was not the result of any shrinkag:t.' 
in production but was essentially attributable to the disparity 
between the internal and international prices resulting from large 
internal demand and the availability of oil in the world from other 
sources at competitive prices. In this context, it was apprehended 
that the foreign markets for Indian groundnut oil might be lost 
for ever and that some effort should be made to revive the export 
of groundnut oil even if it involved losses. The prices for groundnut 
and groundnut oil prevailing in the country in the second half of 
1961 were very high and it was inconceivable that the trade would 
be interested in purchasing oil in India at such high prices and 
exporting it incurring a loss of anything from Rs. 600 to Rs. 700 or 
even more per ton of the oil exported. (A statement is attached 
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showing the internal and international prices of groundnut oil 
between June 1961 and June 1962-Annexure I.). The country was 
thus almost being eliminated from the business of groundnut oil 
export and liable to lose the foreign exchange to be earned therefrom 
as will be seen from the export figures of 1960-61 quoted earlier, 
unless some method could be devised to continue the exports of 
groundnut oil. In this context, it was felt that it was only a public 
organisation like the STC that could be called upon to step into the 
breach. At the same time it was recognised that as a trading 
organisation with public accountability, the Corporation could not 
enter into dealings involving large-scale financial losses. It was felt 
that some means should be devised to compensate the Corporation 
for the losses likely to be incurred on the operations undertaken by 
them. It was therefore decided that the STC should be permitted 
to import certain commodities of which, conversely, the internal 
prices in the country were very high as compared to the interna-
tional prices. The matter was considered in great detail by the 
Government in consultation with the STC and it was felt that the 
import of such commodities should be entrusted to the STC for the 
purpose of mopping up extra profits from private trade and divert-
ing the same to the public sector, the purpose being to utilise the 
profits earned in this fashion for the promotion of exports; and it 
was clarified that the imports of such items proposed to be entrusted 
to the STC were to be regarded as counter-vailing imports for en-
couraging exports of difficult-to-sell items. These decisions Wf't'e 
taken at a meeting between the officers of the Government and of 
the STC on the 5th July 1961 in the context of certain allocations 
already made to the STC for the import of copra, betelnuts and 
spices such as cloves, cassia, nutmegs, mace etc. on all of which 
items the internal prices provide a substantial margin over the 
imported prices. This point was again discussed between the Gov-
ernment and the STC at a meeting on the 3rd August 1961 with 
particular reference to the possibilities of export of groundnut oil 
against import of palm oil and copra, when it was decided that the 
STC should organise procurement of groundnuts through Co-opera-
tive Societies and have the kernels crushed under special arrange-
ments with mills which would hold the stocks of oil and cake for 
export accoding to the instructions of the STC from time to time. 
In order to enable export of substantial quantities of oil in the 
immediate future it was also proposed to utilise the services of well 
established firms to undertake procurement crushing and if necessary 
export of oil and cake on behalf of the STC. It was also recognised 
at that meeting that owing to the high internal prices of ground-
nuts and groundnut oil the sale of groundnut oil in the world 
markets would result in losses for which STC should be suitably 



• compensated. In the course of the discussions a target of 1,000 
:tonnes of oil for export had been .considered. The meeting however 
took the view that while there was need for simultaneously orga-
nising procurement through Co-operatives and mills at the initial 

.stages and fostering the Co-operatives to progressively undertake 
the work on a bigger scale, the Government would not like to limit 

. export of groundrwt oil to any pre-determined target figure. Certain 
.conditions were however prescribed by the Government to be ful-
.filled in the course of these operations, namely:-

(i) bring at least 25% of the value as net earnings in foreign 
exchange; 

(U) import at least one tonne of another vegetable oil for each 
torme of groundnut oil exported so that the oil economy 
of the country is not affected; 

. .and 

. tiii) organise the .work and recoup the loss with the assistance 
of the special facility that is being provided. (Note: 
The special facility referred to here is the allocation 
of various high profit margin items for import to the 
~STC) . 

. 3. Taking due note of the national policy to encourage and build 
~up the Co-operatives' the STC . made arrangements for procure-
. ment of ~oundnuts through the Apex-Co-operative Societies of 
. Gujarat, Andhra Pradesh and Mysore. the Apex Societies in 
their turn· making . parallel arrangements for procurement through 
their secondary societies in different parts of their respective States. 
:Procurement Cifgroundnut was actually undertaken from November 
1961 to March 1962 in Gujaratj from December 1961 to July 1962 in 
Andhra Pradesh; and from Novem.ber 1961 to July 1962 in Mysore. 
A total quantity of 50,397 metric tons of groundnuts in shell was 
purchased during this period (38,349 tonnes in 1961-62 and 12,048 

-tonnes in '1962-:63). From these seeds the following yields were 
obtained:-

.. Groundnut oil 14,731 ronnel 
'Expeller Cake 21 ,57) tonnt s 
'Keme1s, including H.P.S. .• . 91 tonnes 

Further, on a directive from the Government, purcha&P.s of 
groundnut oil were also made from the market and 8,959 metric tons 

-were thus ebtalned. 

-Not rcprodueed-
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Of these quantities 14,174 metric tons of oil, 21,214 metric tons~ 
of cake and 327 metric tons of H.P:S. kernels were exported. 
While these operations were going on, it was understood that· 
the Government of Morocco was desirous of purchasing about 
6,000 tonnes of groundnut oil and it was hoped that India might be-
able to secure the order. Ultimately however the Government of 
Morocco decided to go in for cheaper oils, like rape seed oil and 
sun-flower seed oil and dropped the idea of purchasing 6,000 tonnes 
of groundnut oil from India. 

4. A statement is attached giving the details of the quantities and 
value of the groundnut purchased by the S;T:C., and the various 
expenses incurred for their crushing and conversion into oil, cakes, 
H.P.S., Kernels, etc., and the details of the disposal of these commo-
dities (Annexure IV). The entire question had to be re-considered 
some time in the middle of 1962 since the situation had sO drastically' 
changed in respect of the price structure of groundnut oil and allied 
products that to continue with the operations on the initial basis 
would have led to much larger losses. At the' time the decision 
was taken for the S.T.C. to start operations the prices of ground-
nuts and groundnut oil in India were very high as will be seen 
from the statement attached. At the same time the international 
prices were also very high at about £118 to £120 c.i.f., U.K. ports. 
The bulk of the purchases by the Co-operative Societies on behalf 
of the Corporation had been effected at a time when the internal 
prices were high and there was a reasonable expectation of being 
able to secure correspondingly higher export prices. However by 
March/April 1962 the international prices of groundnut oil had 
slumped to very low lewIs and in October/November 1962 the quo-
tations were as low as £88. This created a very serious situation 
since to have persisted in exports of the oil crushed from nuts 
purchased at such high prices or even o'f oil purchased direct would 
have meant a much higher rate of loss than had at any time been 
contemplated. Moreover exports of the oil already crushed or pur-
chased and stored by the S.T.C. having slackened very greatly, and 
the oil having remained in storage for varying periods related to 
the dates of purchase, the oil had to some extent gone down in qua-
lity and could be sold only at comparatively lower prices than 
absolutely fresh oil. In this context a decision was taken in 
November 1962, that the stocks of groundnut oil on hand should be 
di<lposed of in the internal market by the ST.C. at the best possi-
ble prices. 

5. While the Corporation fully shares the anxiety' of the Esti-
mates Committee to ensure that In any operations that they under-
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~ake all due diligence and care are exercised and that public inte-
rests are fully protected, in these transactions which came in for 
scrutiny by the Estimates Committee, there have been factors. 
which have either· not been fully explained before the Committee 
or have not been given by the Committee the consideratiGll and 
weight they deserved. As already explained, the Corporation's 
entry into this business was taken advantage of for the purposes of 
encouraging the Co-operative movement as far as possible in fur-
therance of the avowed objective of our national policy. That this 
arrangement made it somewhat difficult for the Corpuration to 
undertake these operations taking full advantage of competitive· 
conditions, which have been possible had the Corporation acted 
freely like any member of the trade, would not seem to have 
been fully appreciated. The terms and conditions on which the 
S.T.C. entered into arrangements with the different Co-operatives 
for the purchase and supply of groundnuts and for the processing 
thereof into oil and cakes were ~rtainly more costly than would 
have been the case if these arrangements had been entered into 
with the trade on a purely competitive basis. 

6. It is a matter of some regret that apart from these factors 
various other difficulties and problems also arose in the dealings 
with the Co-operatives leading to interminable delays which in 
their turn resulted in prolonged holding of the oil in storage and 
consequent effect on the quality. This too added to our overall cost 
in that the sale price obtainable at the time of the disposal of such 
oil was necessarily lower. In fact there have been several cases 
in which the Co-operatives particularly in the Mysore and Andhra 
Pradesh States have totally refused to deliver oil and other com-
modities to parties to whom they had been sold by the S.T.C. on the 
ground that there were certain outstanding issues or disputes bet-
ween them and the S.T.C. It has not been possible for the S.T.C. 
to secure compliance with their instructions to deliver the goods 
to the purchasers or to investigate the complaints in view of the 
extremely unhelpful attitude of some of these Co-operatives who 
have in some cases even refused to permit test and analysis of oil 
in their .custody which some of the purchasers have claimed had 
been adulterated. These factors in their turn again led to the 
holding up of stocks in shortage which also accounted for the lower-
ing of the quality and consequent financial loss. While it is not 
denied that as mentioned in para 78 of the Estimates Committee's 
Report the Corporation had entered this business without adequate 
previous knowledge of this trade, this is the unfortunate handicap 
a publit! sector undertaking has to content against every time it is 
called upon to enter a new item of business. However, shortcQm-
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_bgs if any on the part of the S.T.C. were I would assert not the 
result of any mAla fide intentions or misconduct calling for any fur-
ther investigation. 

7. In this connection, it is noteworthy that the position was 
fully recognised that groundnut oil could not be exported without 
some suitable compensation to meet the losses in such exports. 
For, in November 1962, groundnut oil was brought within the pur-
view of an incentive scheme which permitted import of such high 
profit items as copra, palm oil, mutton tallow and certain other 
commodities to the extent of 50 per cent of the f.o.b., value of the 
groundnut oil exported, so that the losses on such exports could be 
made goods by the profit on the imported items. Sometime there-
after, since the space of exports slackened the incentive was raised 
to 60 per cent in April 1963, and again to 70 percent in October 
1963. These incentives were for crude oil and for refined oil a fur-
ther 10 per cent or 80 per cent of the f.o.b. value was given. That 
is the position as it exists today and if the figures of the opera-
tions undertaken by the S.T.C. are scrutinised it will be seen that 
in effect the STC has done no more than operate an incentive 
scheme not very different from the scheme as it exists today. In 
this context, it would not be correct to say that the S.T.C's. exports 
incurred unwarranted or unjustifiable losses. The fact that, pro-
vided the losses could be met by some such assistance, there was 
considerable potential for exports of groundnut oil is proved by the 
fact that in the year 1963-64 about 90,000 tonnes of oil has been 
exported. It is a matter of some satisfaction that out of these All-
India exports the S.T·C. actually exported over 23,000 tonnes. It 
may be added that on these exports worth about Rs. 3.5 crores the 
S.T.C. is not likely to incur any losses since the transactions were 
undertaken by the Corporation just like any other exporter tak-
ing advantage of the i~centive scheme. 

8. Coming now to the question of losses incurred by the Corpo-
ration in these operations, it is a matter of some surprise that the 
poin t that these were planned losaes incurred not inadvertently but 
in order to promote exports so as to earn foreign exchange, would 
seem to have been altogether overlooked. While it may be argue-
able that the quantum of loss could have been more or less than 
what was actually incurred. it can be stated without any fear of 
contradiction that it was never contemplated that these exports 
coulci be undertaken without losses-and substantial losses at that. 
Ri~ht from the beginning when the very idea of the S.T.C. under-
taking exports of groundnut oil was mooted it had beet! assumed 
that these operations would lead to losses which would have to be 
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compensated in some way; and the conclusion arrived at was that 
the only way in which this could be done was to allocate to the 
S.T.C. certain commodities for import and sale in the country on 
which the Corporation could make enough profit to meet the losses 
on the export of. groundnut oiL From the record notes of the discus-
sions on the 5th July and 3rd August 1961 (attached-Annexures II 
and m) • this position will be abundantly clear. This intention was 
repeatedly and invariably reiterated in practically every communi-
cation on the subject addressed to the Corporation, as will be seen 
from the copies of the communications attached (Annexures V, VI 
and VIII). • This will also be clear from a record note of the dis-
cussions held on the 21st September 1961 regarding the import of 
copra by the S.T.C. where it was clarified by the Deputy Economic 
Adviser that the import of copra worth Rs. 2,000 crores by the 
S.T.C. was being arranged on the understanding that the c.i.f., 
value of the total imports of copra would be 75 per cent of the total 
f.o.b., value of groundnut oil to be exported by S.T.C. against this 
import, and that the question of debit to foreign exchange ceiling 
was only a notional one against the additional foreign exchange 
earning. A copy of the record note of this discussion is also attach-
ed (Annexure VUI). • 

9. From what is stated in the foregoing paragraphs it would be 
seen that there was no question at any time of the s.'r.c. under-
taking the export of groundnut oil and incurring losses without at 
the same time undertaking the import of copra and the other items 
so as to compensate for those losses. In fact but for these parallel 
arrangements whereby the losses on exports would be met by the 
profit on the imports there would have been no question of the 
S.T.C. undertaking these operations which have to be viewed and 
treated as a single and integrated operation. It is possible that 
the counter-valling imports took place actually after the financial 
year in which the exports were effected. This is a matter of 
accounting procedure and should not lead to the conclusion that 
the losses on the exports are not losses. A statement is attached 
giving in detail the commodities imported together with their res-
pective quantities and prices and the margin of profits that accrued 
to the S.T.C. from these transactions (Annexure TV) Comparing 
the figures in the statement of exports (Annexure II) and in this 
statement of imports (Annexure IV) it will be seen that against the 
over-all losses of Rs. 216.68 lakhs the Corporation has made a total 
profit of Rs. 210.11 lakhs thereby very nearly wiping out the Josses. 
To segregate the losses on the exports and to hold the Corporation 
responsi~le for the same, while ignoring the profits on the imports 
will be altogether incorrect not only in principle but even in 

-Not reproduccl1. 
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accounting procedure. It is unfortunate that the report of the 
Estimates Committee should contain no reference at all to the im-
ports and the profits derived therefrom by the Corporation. No 
report on this transaction can be complete without taking into 
account the totality of the parallel export as well as import opera-
tions. It is not denied that with greater freeciom to operate in the 
market uninhibited by socio-economic considerations like encourage-
ment and building up of the Co-operative movement, the overall 
expenditure on the procurement and other operations undertaken 
by the Corporation could have been somewhat lower which would 
have in all probability eliminated the losses altogether. 

10. A part of the losses could also be ascribed to the fact that 
the oil left with the S.T.C. had to be disposed of in the internal 
market at comparatively lower prices due to the general fall in 
internal prices and lowering of quality. It is again a matter of 
some regret that an influential and powerful section of the private 
trade took advantage of the situation in which the Corporation was 
placed in this matter to make things even more difficult. For 
instance, a decision was taken that the internal disposal of the oil 
should be effected through a Consortium consiilting of four of the 
leading members of the private trade in this line viz., Mis. Hindus-
tan Lever Ltd., MIs. Tata Oil Mills Co. Ltd., Mis. Swastik Oil Mills 
Ltd., and Mis. Godrej Soaps Pvt. Ltd. This Consortium at first 
entered into a contract in Decemer 1962 to purchase whatever stocks 
were with the S.T.C. at a price of Rs. 1:75 per tonne f.o.r. Bombay 
subject to certain qualitative and other conditions. The stocks at 
that time were 9,209 tonnes. The Consortium however lifted 'Jnly 
1,370 tonnes whereafter they refused to accept further deliveries 
on the ground that the quality of the oil was not acceptable. I It is 
noteworthy in this connection that for several months the Consor-
tium did not even intimate to the Corporation in what precise res-
pects the oil differed from the quality contracted for but only inti-
mated that the oil was unacceptable. The fact was that in view of 
the substantial fall in the price of groundnut oil, the Consortium 
wriggled out of their commitment by resorting to wholesale rejec-
tion of the oil on grounds of quality. But it is significant that they 
offered to purchase this very oil at substantially lower prices. In 
this situation the Corporation had to find other buyers, and most of 
the remaining oil was sold at prices substantially higher than what 
the members of the Consortium were prepared to pay. For inst-
ance for the oil rejected by them, the offers made by some of the 
members of the Consortium itself ranged between Rs. 1,175 and 
Rs. 1,275 per metric ton whereas the Corporation was at>le to effect 
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sales of the same oil to other parties in the trade at prices yarying 
from Rs. 1,350 to Rs. 1,650 per metric ton on "AS IS" basis. 

11. Another factor that has been ignored but which deserves to 
be emphasised is that the large quantities of copra imported by the 
S.T.C. under these arrangements were made available to the actual 
users a prices substantially below the prevailing prioes in the coun-
try. In fact the mark up on the imported prices of copra was so 
adjusted by the Corporatio:1 as to ensure that the actual users 
would have to pay for the copra supplied by the S.T.C. a price 
which was generally 10 per cent below the prevailing market price 
of copra. But for this concession the profits derived by the Corpo-
ration from the imported copra would have been substantially 
large and would have been more than adequate not only to wipe 
out the entire losses on the groundnut oil operations but even to 
give some marginal profit in the net result. 

12. In these operations the three conditions stipulated by the 
Government (as set out in para 2 of this Report) have also been 
largely fulfilled, except the condition regarding bringing in foreign 
exchange earning to the extent of 25 per cent net of the export 
value. Whereas in view of the readjustment of the operations 
under Government instructions it was not possible to realise the 
stipulated 25 per cent of foreign exchange earnings, we actually 
imported for meeting the internal requirements of the country 
enough quantities of copra/'coconut oil, i.e., 32,337 tonnes of copra 
estimated to yield 19,079 tonnes of oil 5,431 tonnes of coconut oil, 
which was more than equivalent to the quantity of groundnut oil 

· exported. The losses on the exports were almost entirely met by 
the facilities afforded, viz., the import of high profit margin items, 
except tor a very small margin. 

13. It is humbly submitted that if the facts and circumstances 
explained at some detail in this Report and its various annexures 
had been fully and clearly before the Estimates Committee, the 
Committee might not have come to the conclusion that they have 

· dOBe and recommended an enquiry into this transaction and the 
circumstances leading to the losses; and it is requested that if 
necessary the position may be explained in detail to the Committee 
If after examining this Report Government still feels that any fur-
ther enquiry is called for the S.T.C. will have DO objection and will 
fully co-operate in any such enquiry and make available whatever 
information and records are required . 

• · 9th August, 19M. 



ANNEXURE I 

Internal and International priCes for Groundnut Oil fro~ 
June 1961 to June 196z 

(Prices in Rupees per Tonne 
on FOB basis) 

--------------------------------------------------------
Month Internal I nterna--

Price tional 
Price 

1961 June 2262 1487 
July 2262 1458 
August 2132 1442 
September 2015 I289 
October 1862 1241 
November 1871 1169 

December 1915 1326 

1962 January 1940 1412 

February 1967 1284 
March 1930 1215 
April 1902 1218 

May 1832 u81 

June 18SI III2 



A
N

N
B

X
U

R
B

 
IV

 
Q

ty
 T

on
ne

a 
G

nI
ItI

td
."

" 
O

p,
,4

Iim
rs

 d
u

ri
",

 ,I
te

 Y
ea

r 
19

6I
-6

z 
to

 1
96

3-
64

 S
U
J
t
~
t
 o

f A
c.

;o
lln

u 
as

 a
t 

31
-3

-6
4 

V
al

ue
: 

R
,. 

la
kh

s.
 

-
lh

6i
, 

C
rl

d
" 

• 
Q

'y
· 

V
al

ue
 

Q
ty

. 

I.
 

O
pe

ni
ng

 a
to

dt
 o

n 
1-

4-
61

 
N

il 
N

il
 

I.
 

S
A

L
E

S
. 

z. 
P

U
R

C
H

A
S

E
S

 
(a

) 
E

X
P

O
R

T
 

G
.N

. S
he

lls
 

!0
39

7 
36

3.
86

 
G

. 
N

. o
il 

14
17

4 
18

11
. 7

0 
(y

ei
ld

 : 
O

U
 1

47
31

 T
 ;

 C
ak

e Z
I5

79
 T

; 
C

ak
e 

Z
I2

14
 

94
·9

0 
K

er
ne

ls
 a

nd
 H

PS
 9

13
 T

) 
K

er
ne

ls
 

32
7 

3·
79

 

(b
) 

IN
T

E
R

N
A

L
 

G
.N

.O
il

 
89

59
 

16
3·

98
 

G
. N

. O
il 

12
4·

33
 

90
1Z

 
G

.N
.C

U
e.

 
• 

23
9 

1.
03

 
C

ak
e 

68
1 

2·
49

 
D

ru
m

s 
(P

ie
ce

s)
 

21
58

0 
4·

79
 

53
3 

.6
6 

K
er

ne
ls

 
53

5 
3·

75
 

Su
rp

lu
s,

 
pa

cl
tin

g 
M

at
er

ia
l 

(g
un

ni
es

 e
tc

.) 
4·

95
 

3.
 

O
T

H
E

R
 E

X
P

E
N

S
E

S
 

Ba
nk

 c
ha

rg
es

 
0

.9
1 

2
. 

C
A

K
E

S
 R

E
T

U
R

N
E

D
 

53
2 

C
le

ar
in

g,
 H

an
dl

in
g 

&
 o

th
er

 c
ha

rg
es

 
5

8
·5

3
 

3.
 

C
L

A
IM

S
 R

E
C

O
V

E
R

E
D

 
C

om
m

is
si

on
 

3·
05

 
G

.N
.O

U
 

40
 

0·
34

 
C

ak
e.

 B
or

ro
w

ed
 (

40
 6

 n
. 

1.
66

 
G

.N
. 

C
ak

e 
9 

o.
os

 
Pa

ck
in

g 
M

at
er

ia
l (

gu
nn

ie
s 

et
c.

) 
9.

88
 

G
. N

. 
K

er
ne

ls
. 

51
 

0·
36

 
Ex

ci
se

 d
ut

y.
 

I.9
B 

G
od

ow
n 

R
en

t 
0·

42
 

In
au

ra
nc

e 
4·

75
 

4·
 

C
L

A
IM

S
 R

E
C

O
V

E
R

A
B

L
E

 
1<

'1 
88

 
F

rt
ip

lt
 

32
·7

6 
11

3 
·
9
~
 

17
1 

T 
O

il
 s

ho
rt

 d
el

iv
er

ed
 L

es
s:

 
11

%
 al

lo
w

an
ce

 fo
r l

on
g 

st
or

ag
e 

9n
 4

60
8T

. (
17

1-
69

· 1
2-
~O
' 

.11
8)

 

V
al

ue
 

V
I 

-...
J 

13
5·

S7
 

1.
66

 

.·
7

5
 

I 
.li

z 



iO
T

!.
L

 
. 

-
.. -

--
--

--
-

--
--

--
--

-_
. 

!.
 C

L
O

S
IN

G
 S

T
O

C
K

 

G
.N

.O
il

 
G

. N
. C

ak
e 

6.
 

L
O

S
S

 

64
7·

60
 

-L
os

s 
m

et
 b

y 
im

po
rt

s 
of

 co
pr

a,
 

be
te

ln
ut

s 
an

d 
ap

ic
es

 
U

nc
ov

er
ed

 L
os

s 

29
3 ~
3
 

3·
SS

 
0.

08
 

3.
93

 
~
I
6
·
6
9
·
 

64
7.

60
 

R
s.

 2
1

0
. I

I 
la

Ith
s 

R
s.

 
6 

. 5
1 

la
Ith

s 

R
s.

 Z
I6

.6
8 

la
kh

s 

N
O

T
E

 :
 A

, G
N

 c
ak

es
 a

re
 e

xp
or

te
d 

on
 th

e 
bo

is
 o

f 
gr

os
s 

w
ei

gh
t, 

w
hi

ch
 is

 a
pp

. 
I 
%

 m
or

e 
th

an
 

ne
t 

w
ei

gh
t, 

th
er

e 
is 

an
 e

xc
es

s 
of

 2
35

 t
on

 no
s 

in
 

c:a
ke

I 
• 

\.I
t 

00
 



from 

To 

ANNEXURE III 

No. 19/12/61-ST 
GOVERNMENT OF INDIA 

MINISTRY OF COMMERCE & INDUSTRY 

New Delhi. the 4th October. 1962 

Shri A. G. V. Suhramaniam. 
Under Secrl!tary to the Government of Indiu. 

Shri Nagendra Bahadur, 
Director, 
State Trading Corporation of India Ltd .. 

Express Building. 
NEW DELHI. 

SUBJECT:-Expon of "Difficult to Sell" Items at International Prices-
Groundnut Oil. 

Dear Sir. 

I am directed to refer to your letter No. STCjDIR/NB/62/2949 dated 
the 21St September, 1962, on the above subject and to convey the ex-posr
facto approval of the Government of India to the State Trading Corpora-
tion undertaking exports of groundnut oil at a loss, which may be recouped 
to the extent p')ssible from profits arising out of the import of capra, 
betelnuts and spices. The balance of the loss, if any may be dehited to 
the Trade Development Reserve. This decision is applicable only to the 
procurement corrunitments already entered into by the State Trading 
Corporation up to 27th September, 1962. The Corporation may complete 
the exports of material procured or covered by procurement commitments 
made up to 27th September, 1962. 

Yours faithfully. 
Sd/-

A. G. V. SUBRAMANIAM. 
Under SecrlUlry to the GOI1".,.",nu of lutl . 

• 
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APPBNDIX V 

(Vide Para 4 of Introduction) 

AMlysis of action taken by Government on the recommendations contained 
in the 49(" Report of the Estimates Commitree (Third Loll Sabha) 

I. Total No. of Recommendations made 

I I. Recommendations that have been accepted by GoVern-
ment (vide recommendations at S. NO.2 to 9, II, 12, 16, 

17,19,21 to 23. 25,26.28.3°, 34, 35.36.38,39,41, 43, 
45, 46, 48, 49 and 51.) 

Number 

Percentage to total 
III. Rcoommendations which the Committee do not desire 

to pursue in view of Government's reply (vide recommen-
dations at S. No. 1.10,13.14.15,18.24.29.32,33.37, 
40, 42 and 47·) 

Number 
Percentage to total 

IV. Recommendations in respect of which replies of Go-
vernment have not been accepted by the Committee (1!ide 
recommendations at S. No. 20,27, 31 and 50) 

Number 
Percentage to total 

V. Roc:ommendation in respect of which final reply has nor 
been received from the Government (vide recommenda-
tion at S. No. 44) 

Number 
Percentage to tOtal 

~I 

1·9% 
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