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INTRODUCTION

I, the Chairman of the Standing Committee on Finance having
been authorised by the Committee to submit the Report on their behalf
present this Twenty-Third Report on action taken by Government on
the recommendations contained in the Seventeenth Report of the
Committee (Thirteenth Lok Sabha} on Demands for Grants (2001-2002)
of the Deptt. of Disinvestment.

2. The Seventeenth Report was presented to Lok Sabha/laid in
Rajya Sabha on 24 April, 2001. The Government furnished the written
replies indicating action taken on all the recommendations on 17 July
and 5 December 2001. The draft action taken report was considered
and adopted by the Committee at their sitting held on 27th December,
2001.

3. An analysis of action taken by Government on the
recommendations contained in the Seventeenth Report (Thirteenth Lok
Sabha) of the Committee is given in the Appendix.

4. For facility of reference, the observations/recommendations of
the Committee have been printed in thick type in the body of the
Report.

New DeiHg SHIVRA] V. PATIL,
27 December, 2001 Chairman,
6 Pausa, 1923 (Saka) Standing Committee on Finance.




CHAPTER I

REPORT

1.1 This Report of the Standing Committee on Finance deals with
action taken by Government on the recommendations/observations
contained in their Seventeenth Report (13th Lok Sabha) on Demands
for Grants (2001-2002) of the Department of Disinvestment which was
presented to Lok Sabha/laid in Rajya Sabha on 24 April, 2001,

1.2 The Report contained five recommendations. Action taken
replies have been received from the Government in respect of all the
recommendations contained in the Report. These have been analysed
and categorized as follows:

(i)

(id)

(i)

(iv)

Recommendations/observations that have been accepted by
the Government:

Sl. Nos. 2, 4 & 5
(Total 3) (Chapter II)

Recommendations/observations which the Committee do not
desire to pursue in view of Government’s replies:

Sl Nos. 3
(Total 1) (Chapter IH)

Recommendations/observations in respect of which replies
of Government have not been accepted by the Committee:

Sl Nos. 1

(Total 1) {Chapter V)

Recommendations/observations in respect of which final
reply of the Government is still awaited:

Nil {Chapter V)

1.3 The Committee desire that replies in resgect of the
recommendations contained in Chapter 1 of the Report may be
furnished to them expeditiously.

1.4 The Committee will now deal with action taken by Government
on one of their recommendations/ observations;



Demand No. 20
Department of Disinvestment
Recommendation (Sl. Nos. 1, Para Nos. 17 & 18)

L5 The Committee took a serious note of the fact that no
comprehensive policy of Government on disinvestments had been
formulated till the report was presented to Parliament. Only approval
of Cabinet in specific cases was being obtained on different occasions.
The Committee were of the opinion that there was a need to have an
informed discussion on the subject in order to enable the Government
to take a holistic view.

16 The Committee also regretted to note that the policy of the
Government in regard to disinvestments lacked consistency. As admitted
by the Ministry, even the prescribed procedure was being revised from
time to time. The Committee, therefore, desired that the Government
should dispel all doubts raised in different quarters with regard to
transparency, maturity and fitness of procedures adopted for
disinvestment. In the opinion of the Committee the ‘strategic sale’
route needed to be reviewed in particular. They also desired that widest
possible consultations must be held with the workers at an appropriate
stage invariably, with a view to fully safeguard their interests in all
the cases of disinvestment. The Committee would also like to be
apprised of the amount utilized for meeting expenditure in social
sectors, restructuring PSEs and retiring public debt out of the amount
so far realized from disinvestment as per the declared policy of the
Government.

1.7 In their action taken reply, the Department of Disinvestment
have stated as under:—

“The Government’s policy towards the public sector and
disinvestment is clear and unambiguous. It has been stated
unambiguously on several occasions. Its main elements are:—

* Restructure and revive potentially viable PSUs;
* Close down PSUs which cannot be neviv;ed;

* Bring down Government equity in all non-strategic PSUs to
26% or lower, if necessary; and

* Fully protect the interests of workers.



2. This policy has been announced in the Parliament in the Budget
Speech of the Finance Minister for the year 2000-2001. The
disinvestment policy has been discussed in both the Houses of the
Parliament on several occasion, during the Budget discussions as well
as in response to notices for ‘Calling Attention’ or during ‘Short
Duration Discussions’ etc. The policies and procedures being followed
in respect of disinvestment in public sector undertakings have been
documented in the manual entitled “DISINVESTMENT: POLICY &
PROCEDURES” brought out by the Department of Disinvestment.

3. Before disinvestment in any public sector undertaking,
consultations are held with the workers of the concerned PSUs. The
Minister of State for Disinvestment had taken a meeting with the
employees of seven public sector undertakings on 1st and 2nd
December, 2000. In this meeting, the concemns and apprehensions of
the employees of public sector undertakings proposed for disinvestment
were heard and Government's policy on this matter, was explained to
the employees so as to create an atmosphere conducive to disinvestment
while protecting the legitimate and reasonable interests of the
employees. Suitable provisions related to employees’ interests are
included in the shareholders Agreement signed at the time of
disinvestment in PSUs. The provisions related to employees’ interests
included in the Shareholders Agreement signed at the time of
disinvestment in BALCO.

4. All the proceeds from disinvestment in public sector undertakings
are deposited in the Consolidated Fund of India, from which all
Government expenditure on social sector, restructuring of PSEs and
retiring of debts etc. are met. An amount of Rs. 20,506 crores has been
raised through disinvestment during the years of 1991-92 to 2000-2001.

The total expenditure of the Ggqvernment on social sector,
restructuring of PSUs and retiring of public debt is several times more
than the amount raised through disinvestment during this period.”

1.8 With regard to laying of ‘Disinvestment Policy and Procedures’,
the Ministry have stated as under:—

“(i) The booklet “Disinvestment Policy & Procedures” is a
compilation of the policy announced from time to time in
the Budget speeches of the Minister of Finance and in other
policy announcements of the Government.



(i} The procedure part of the booklet is also a compilation of
the process followed for disinvestments cases.

(iii) The details and information given in the booklet are factual
and complied from the various reports and surveys etc.

(iv) The booklet was not placed on the Tables of both Houses
of the Parliament,

(v) No Motion was moved by the Government for discussion.

(vi} The policy announced in the Budget speeches of the Minister
of Finance had been subject of detailed discussions in the
Parliament at the relevant point of time.

(vii) The copies of the booklet had been circulated to the
Members of Parliament and other dignitaries for their
convenience and information.”

1.9 It is clear from the reply furnished by the Ministry that so
far the Government have not been able to formulate a detailed and
consistent policy on disinvestment and whatever decisions on
disinvestment have been taken in the past, have rather been based
on case to case basis. Even the booklet on ‘Disinvestment: Policy
and Procedures’, according to their own admission, is only a
compilation of policies as contained in the Budget speeches of the
Minister of Finance as well as other policies announced by the
Government from time to time. Moreover, in view of the fact that
this booklet was never laid in the Parliament, it can hardly be termed
as policy document. The Committee are also pained to note that
even the specific recommendations of the Committee to review the
‘Strategic Sale’ route has not been replied. The Ministry has also
not mentioned the exact amount spent by the Government on the
social sector, restructuring of the public sector undertakings and for
retiring of public debt separately, out of the proceeds of
disinvestment collected so far.

110 In view of the foregoing the Committee conclude that the
Government have not cared to take the recommendations of the
Committee seriously. They therefore, reiterate their earlier
recommendation and emphasise that they Government should come
out with a detailed policy document on disinvestment, after having
taken the Parliament into full confidence before embarking on a
programme of disinvestment in a big way.



CHAPTER II

RECOMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN
ACCEFPTED BY THE GOVERNMENT

Recommendation (Sl. Nos. 2, 4 & 5)

The Committee perturbed to note that during 2000-2001, out of
total outlay of Rs. 3.11 crore, Rs. 1 crore ie. nearly one-third was
provided for domestic and foreign travel. Similarly, during 2001-2002,
out of a total outlay of Rs. 3.17 crore, Rs. 80 lakhs ie. about 25% has
been provided under these heads. The Committee do not feel that
such huge amounts should be needed just for travelling allowance of
officers on transfer, for attending various meetings within and outside
the country and for training purposes. They are of the firm view that
there is ample scope for containing the allocations on this account
particularly when services of advisors and consultants from outside
the Department are utilized for disinvestments.

No wonder then that the budget estimates and revised estimates
in respect of domestic and foreign travel expenses have totally proved
unrealistic during 2000-2001. The committee strongly urge the Govt. to
make earnest efforts to project the estimates under these heads
realistically.

Reply of the Government

During the year 2000-2001, a provision of Rs. 1 crore was made
for domestic and foreign travel. Based on the experience of 2000-
2001, this amount has been reduced to Rs. 80 lakhs during the year
2001-2002.

[

b

It is relevant to mention that the Department was created in
December 1999 and the Department is in the process of setting the
various processes and procedures in place. Based on the experience of
years 2000-2001 and 2001-2002, the budget provision for the year 2002-
2003 can be projected in a manner which will be closer to actuals.
Even for the year 2001-2002, at the RE stage, the amount will be
suitably modified.

Department of Disinvestment
[File No. 45011/3/2000-DoD{Vol.Il) Dated 16th July, 2001)

5



Recommendation of the Committee
(Sl. No. 4, Para Nos. 32 & 33)

The Committee have noted that Department of disinvestment as a
separate entity came into being in December 1999 and actual
expenditure during 1999-2000 was only Rs. 25.74 lakhs. They are
surprised to note that the BE of 2000-2001 was fixed at Rs. 311 lakhs
which was reduced considerably to Rs. 184 lakhs and at the end of
the year the actual expenditure incurred was merely 91.31 lakhs.
Moreover, the BE of 2001-2002 has again been fixed at Rs. 317 lakhs
which is more than three times the actuals of 2000-2001.

The Cormumittee are not convinced with the argument that this was
due to the fact that the officers and staff joined quite late during
2000-2001. In fact it is not clear from the reply of the Govt. whether
the full strength of staff has actually been deployed or it would be
completed during 2001-2002. The Committee, therefore, are led to the
conclusion that the Budget Estimates of the Department are being
prepared in a totally unrealistic manner. There is a tendency in the
Department to make higher budgetary estimates, year after year and
reducing these at the Revised Estimates stage and ultimately ending
up by spending only a small amount. This does not speak well of a
Department which is supposed to be monitoring proper implementation
of various disinvestment programmes of public sector undertakings
and is itself failing to make its own budgetary allocations realistically.
The Committee desire that the entire budgetary exercise should be
taken up with due seriousness so that at least at the time of Revised
Estimates, the ground realities are reflected in the allotted funds.

Reply of Government

It is right that the BE of Rs. 311 lakhs was reduced to Rs. 184
lakhs at the RE stage. The RE was decided by the IF Wing of the
Department against the RE nequest of Rs. 263.60 lakhs. The actual
expenditure during the year was Rs. 8.97 crores approximately.
Additional funds were obtained by way of Supplementary Demands
for Grants. In view of this, it is not correct that the Department had
the tendency to make higher budgetary estimates year after year. The
Department has only one year experience and in future the Department
will be able to project the demand for funds in more objective manner.

Department of Disinvestment
[File No. 45011/3/2000-DoD(Vol.I[} Dated 16th July, 2001]



Recommendation of the" Comumnittee
(S1. No. 5, Para No. 40

The Committee observe that the Disinvestment Commission ceased
to exist from 30.11.1999 following demission of office by its former
Chairman and it has not been reconstituted since then. They have also
been informed that the reconstitution of the Commission has been
delayed because the Govt. has not taken final decision on all the
58 undertakings on which the Commission had given its
recommendations. Obviously, this process is likely to take some time.
Besides as stated by the Govt. themselves, the non-existence of the
Disinvestment Commission has not affected the disinvestments process.
The Committee, therefore, do not agree with the Government’s
contention that the Commission is likely to be reconstituted very soon.
In the circumstances, the Committee are at a loss to understand as to
why substantial amounts should be allocated for the Disinvestment
Commission year after year when its reconstitution is not very
imminent, just to remain under-utilised at the end of the year. They
recommend that the scarce resources should be utilized more prudently
for some important development projects of the Govt.

Reply of Government

Setting up of the Disinvestment Commission is under the
consideration of the Government which may take place at any time.
Pending the setting up of the Commission, the funds were provided
to maintain the existing office as well as for fullfledged Commission
as and when set up. However, only bare minimum funds have been
spent for the Disinvestment Commission.

Department of Disinvestment

£
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CHAPTER III

RECOMMENDATIONS/OBSERVATIONS WHICH THE
COMMITTEE DO NOT DESIRE TO PURSUE IN VIEW
OF THE GOVERNMENT’S REPLIES

Recommendation (Sl. No. 3}

The Committee are considered to note that the budgetary allocations
under the Head “Payment for Professionals and Special Services” show
wide variations. The budgetary allocation of Rs. 50 lakhs during
2000-2001 were reduced to Rs. 20 lakhs at the RE stage against which
the actual expenditure has been as high as Rs. 7.93 crores. For meeting
this expenditure, the Govt. had to go in for supplementary grants.
Although, the additional requirement is stated to have been due to
the opinion of the Ministry of Law that the expenditure on
advertisement, appointment of legal advisors, asset valuers etc. will
now have to be met by the Department of Disinvestment, the
Committee are of the opinion that such contingencies should have
been anticipated at the time of RE at least. Not only that the Budget
estimates for 2001-2002, inspite of this decision, were projected at
Rs. 50 lakhs only an additional fund of Rs. 100 crores has already
been sought for 2001-2002. The Committee deprecate the projection of
budgetary allocations under this head by the department in a manner
which can be termed anything but serious. The Committee desire that
allocations should be made in a realistic way taking into account the
anticipated changes in the policy or procedure under consideration of
the Govt.

Reply of Government

In the process of disinvestment, the amount payable to professionals
cannot be anticipated as the fee charged by them is the percentage of
sale proceeds. There are no methods that the realization from the sale
of equity of the Government in a CPSU can be projected. It depends
upon the perception of the bidder and the competition among the
bidders. It also depends upon the number of disinvestment proposals
which finally fructified. The Department tried to project the expected
expenditure to the best ability keeping in view the constraints
mentioned above.

Department of Disinvestment

[File No. 45011/3/2000-DoD(VolL.ll} Dated 16th July, 2001)
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CHAPTER 1V

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

Recommendation (S1. No. 1)

17. The Committee take a serious note of the fact that no
comprehensive policy of Government on disinvestments has been
formulated till date. Only approval of Cabinet in specific cases has
been obtained on different occasions. The Committee are of the opinion
that there is a need to have an informed discussion on the subject in
order to enable a holistic view.

18. The Committee regret to note that the policy of the Government
in regard to disinvestments lacks consistency. As admitted by the
Ministry, even the prescribed procedure is revised from time to time.
The Committee desire that the Government should dispel all doubts
raised in different quarters with regard to transparency, maturity and
fimess of procedure adopted for disinvestment. In the opinion of the
Committee the “strategic sale’ route needs to be reviewed in particular.
They also desire that widest possible consultations must be held with
the workers at an appropriate stage invariably, with a view to fully
safeguard their interests in all the cases of disinvestment. The
Committee would also like to be apprised of the amount utilized for
meeting expenditure is social sectors, restructuring PSEs and retiring
public debt out of the amount so far realized from disinvestments as
per the declared policy of the Government.

Reply of Government

The Government’s policy towards the public secter and
disinvestment is clear and unam\:iguous. It has been stated
unambiguously on several occasions. Its main elements are:—

* Restructure and revive potentially viable PSUs;
®* Close down PSUs which cannot be revived;

* Bring down Government equity in all non-strategic PSUs to
26% or lower, if necessary; and

¢ Fully protect the interest of workers.

S



2. This policy has been announced in the Parliament in the Budget
Speech of the Finance Minister for the year 2000-2001. The
disinvestment policy has been discussed in both the Houses of the
Parliament on several occasions, during the Budget discussions as well
as in response to notices for ‘Calling Attention’ or during ‘Short
Duration Discussion’ etc. The policies and procedures being followed
in respect of disinvestment in public sector have been documented in
the manual entitled “DISINVESTMENT: POLICY & PROCEDURES”
brought out by the Department of Disinvestment.

3. Before disinvestment in any public sector undertaking,
consultations are held with the workers of the concerned PSUs. The
Minister of State for Disinvestment had taken a meeting with the
employees of seven public sector undertakings on 1st and 2nd
December, 2000. In this meeting, the concemns and apprehensions of
the employees of public sector undertakings proposed for disinvestment
were heard and Government's policy on this matter was explained to
the employees so as to create an atmosphere conducive to disinvestment
while protecting the legitimate and reasonable interests of the
employees. Suitable provisions related to employees’ interests are
included in the shareholders Agreement signed at the time of
disinvestment in PSUs. The provisions related to employees’ interests
included in the Shareholders Agreement signed at the time of
disinvestment in BALCO,

4. All the proceeds from disinvestment in public sector undertakings
are deposited in the Consolidated Fund of India, from which all
Government expenditure on social sector, restructuring of PSEs and
retiring of debts etc. are met. An amount of Rs. 20.506 crores has been
raised through disinvestment during the years 1991-92 to 2000-2001.

The total expenditure of the, Government on social sector,
restructuring of PSUs and retiring of public debt is several times more
than the amount raised through disinvestment during this period.

Department of Disinvestment

[File No. 45011/3/2000-DoD(Vol.1I) Dated 16th July, 2001]



CHAFPTER V

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH
FINAL REPLIES OF GOVERNMENT ARE STILL AWAITED

New Derxy; SHIVRAJ V. PATIL,
27 December, 2001 Chairman,
6 Pausa, 1923 (5aka) Standing Committee on Finance.
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2. At the outset Chairman welcomed the Members to the sitting of
the Committee. The Committee then took up for consideration the
following draft Action Taken Reports and adopted the same without
any amendments:—

(i) % L d L
(ii) [ *u L L]
(iii) *¥ *u *%

(iv) Action Taken Report on recommendations ontained in the
Seventeenth Report of the Committee on Demands for
Grants (2001-2002) of the Department of Disinvestment.

) (v) *¥ *a4 £ 3

3. *¥ *k *

4. Keeping in view the fact that the House was not in Session and
there was no prospects of the Session being commenced before the
end of the term of the Committee ie. 31st December, 2001, the
Committee authorised the Chairman to present the above mentioned
Action Taken Reports to the Hon'ble Speaker under Direction 71A of
the Directions by the Speaker, Lok Sabha. The Committee also desired
that Hon'ble Speaker might be requested to order for the printing and
publication/circulation of these reports under Rule 280 of the “Rules
of Procedure and Conduct of Business in Lok Sabha”.

The Committee then adjourned.



APPENDIX
{Vide Para 3 of the Introduction)

ANALYSIS OF THE ACTION TAKEN BY GOVERNMENT ON THE
RECOMMENDATIONS CONTAINED IN THE SEVENTEENTH
REPORT OF THE STANDING COMMITTEE ON FINANCE
(THIRTEENTH LOK SABHA) ON DEMANDS FOR GRANTS
(2001-2002) OF THE DEPARTMENT OF DISINVESTMENT

Total % of
Total

(i) Total number of recommendations 5

(ii) Recommendations/observations which have
been accepted by the Government
(Vide Recommendations at SI. Nos. 2, 4

and 5) 3 60.00

(iii) Recommendations/observations which the
Committee do not desire to pursue in view
of the Government’s replies
(Vide Recommendations at Sl. No. 3} 1 20.00

(iv) Recommendations/observations in respect
of which replies of the Government have
not been accepted by the Committee 1 20.00
{(Vide Recommendations at SL. No. 1)
]
(v} Recommendations/observations in respect
of which final reply of the Government
is stll awaited
{Nil) ' 0 0.00



