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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, 
present this 1st Report on Action Taken by Government on the 
recommendations contained in the 25th Report of the Committee on 
Public Undertakings (Sixth Lok Sabha) on Jute Corporation of 
India-Shortcomings in the Functioning of J.C.l. 

2. The 25th Report of the Committee on Public Undertakings was 
presented to LokSabha on 2 April, 1979. Replies of Government 
to all the recommendations contained in the Report were received 
on 3 October, 1979. Further information called for in respect of 
12 recommendations was furnished by the Ministry on 15 July, 1960. 
Out of these further /up-to-date information was furnished in rea-
pect of 4 recommendations on 26 September, 1980 and 22 October, 
1980. The replies of Government were considered by the Action 
Taken Sub-Committee of the Committee on Public Undertakings 
on 14 November, 1980. The Report was finally adopted by the Com-
mittee on Public Undertakings on 18 November, 1980. 

3. Analysis of Action Taken by Government on recommendations 
contained in the 25th Report of Committee is given at Appendix IV. 

NEW DEt.m; 
November 24, 1980 
Agrahayana 3, 1902 (Saka) 

BANSI LAL, 
Chairman., 

Committee on Public Undertaking •• 



ClIAP'l'ER t 
REPoRT 

The Report of the Committee on Public Undertakings deals 
with the action taken by Government on the recommendations 
contained in t~e 25th Report (Sixth J;.ok Sabba) on '.Jute Corpora-
tioll of India Ltd.-:-Shortcomings in the F~nctioning of JCI' which 
was presented to Lok Sabha on 2 April, 1979. 

2. Action Taken notes have been received from Government in 
~t of all the 30 recommendations contained in the Report. 
These have been categorised as follows:-

(i) necoinmendations/observations that have been accepted 
by Government: 

Serial Nos. 1 to 14, 17 to 22, 24, 26, 27 & 29. 

(ii) Recommendations/observations which the Committee do-
not desire to pursue in view of Government's replies: 

Serial Nos. IS, 2& & zA. 
(lit) Recommendations/observlltf()DS in respect of which 

GovemmMlt's i'eplt~!i haVe not been aeee~ttd by the-
Cbtnl'hitttie : 

Serial Nos. 16, 2a and 30. 

s. The Commi!tee \Vill lioit deai with action tIlken by Govern-
mE!nt on some of fhl!ft r~omfhehdatioiis. 

A Appni1t.ttnent Of Aj1fnts (S. No. 10, Para 1.66) 

4. The Committee on Public Undertakings (1978-79) demanded 
a . thorough .probe in~ the non-existen~e of 186 l1'owen, out of 
lQ8 in 21 vi~lages whose names had been shown by ~ private 
.,ents as sellers. of jute tb th~, and the deniala • tfHf other 12 
growers about their having sold any jute to either of the two 
&;gents. In the opinion of the Committee, th~ incotpor.Udn of such 
flctitiou~ namel in the reoordt of the agent. 8J1loanted to a 
crlminal breac)l of tnllt .which requtt1td td be thoroagbtt 1nvesti~ 
gated and followed up by lauDchiD, prOll!CuUon apinet the per-
sons coricerned. 



5. In their reply dated 15-9-1979 the Ministry stated that the 
Corporation, on the advice of its Solicitor hand withheld payment of 
Rs. 7.06 lakhs approximately due to the two private firms who 
were appointed as agents of the Corporation in Andhra Pradesh. 
However, as per the agreemp.n.t, the agents had gone into arbitra-
tion. In June, 1980 the Ministry intimated that one of the two 
private firms, namely MIs. Msheshwari Bros. and Company had 
unconditionally withdrawn the arbitration proceedings and re-
quested the CMD, JCI to give a final decision on the case. It wu 
further stated that CMD was likely to decide the matter within 
next month or two. 

6. In their latest reply dated 23rd October, 1980 the Ministry 
have stated that the reS'Ults of arbitration proceedings/CMD's 
·decision were awaited and that the question of prosecution can be 
considered on receipt of the arbitration awardlCMD's decision. 

7. In September, 1975 the Solicitor had given the following ad-
~ice to J.C.I.:-

""·There are, however, some practical difficulties in the 
matter. First of :ln, having regard to the very large 
purchases made from numerous persons it will be 
difficult and extremely expensive to prove that the 
purchases were made at a lower price than the. 
statutory rate or that the receipts produced are fictitious. 
Secondly, it might be contended by the Agents that the 
Jute Corporation having made 90 per cent payment 
under Clause 31 must have made the necessary enquiry 
and satisfied itself. Moreover, there is an Arbitration 
Clause of arbitration by two Arbitrators one to be nomi-
nated by each in case there is no agreement as to a 
single arbitrator. It is unlikely that the Agents will 
agree to a single ~rbjtrator and the arbitrators are 
likely to disagree and refer the matter to an umpire. 
The proceedings before the Arbitrators and umpire will 
be prolonged ones and it may take several years before 
the cases are completed either before the Arbitrators or 
before the Umpire. In the circumstances. it will be 
better to make an assessment of the secret profits that 
were made by the Agents and try to realise at least half 
the amount. The alternative course is to file criminal 
cases against the A~enis for produeing false receipts and 
keeping false accounts. If a complaint is made and there 
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is an enquiry by the police, it may be easier for the 
police to prove that the vouchers produced are talse." 

8. The Committee deplore the delay in proceeding .,ainst the 
'two private firms who were appointed as Agents of the ICI in 
Andhra Pradesh and who were alleged to have shown in their 
records fictitious names of sellers of jute thereby making secret 
profits by purchasinr jute at lower rates without paying statutory 
'price to genuine growers. Though the Ministry of Commerce had 
al8ured the Committee in lune 1980 that the Chairman and Manag-
ing Director of ICI was likely to decide the case of the Agent, 
MIs. Maheshwari Bros., & Co., who had withdrawn the Arbitration 
proceedings, within a month or two, the decision is still awaited 
(Oetober 1980). The arbitration proceedings against the other 
agent (Gouri Shankar Bhagwati Prasad) are stated to be in pro-
gress. In view of the gravity of the alleged offence by the agents, 
the Committee would urge that the pending proceedings and 
exsmination of the matter should be completed without further 
delay and prosecution launched in the event of there being prima 
facie case. 

C. Sale of Jute to Kinnison Jute Mill (Sl. No. 16, Paragraph 2.45) 

9. The Committee on P..lhlic Undertakings (1978-79) took a 
very serious note of the fact that the executives of Jute Corpora-
tion of India by-passed the Board of Directors as well as the Com-
mittee of Operations and entered into a deal with the National 
Company and agreed to meet their entire requirement of raw jute 
at concessional rates, much lower than the rates at which jute wu 
sl1pplied to other mills. The Committee agreed with the obser-
vations of the Board that the National Company had been given 
a preferential treatment and thus an irregularity had occurred. 
The Committee recommended that the matter should be thoroughly 
investigated with a view to fix responstbflity. 

10. In their reply the Ministry have stated that a preferential 
treatment was accorded to the National Company Limited, an 
undertaking under Government Management, as a result ot • 
meeting which was attended by the Chairman, the Managing 
Director, the Director (Finance), OSD of the Corporation and the 
Jute Commissioner. When the matter was reported to the Board 
on 13th April, 1977, the Chairman agreed that such declsioDl 
would in future be reported to the Board. It has been stated that 



such an assurance is deemed to be adequate and it is not necessary 
to make further investigations to fix responsibility. 

11. The responsibility for extending preferential treatment to 
National Company Ltd. by meeting their entire requirement of raw 
jute at concessionai rate was that of the Ch'lirma~J the Managin&' 
Director, tbe Director (~inance) and OSD of the Corporatioll:-
Government perhaps considers that no malpractice on the part of 
the Corporation was invoived because the jute Commission w~ 
associated with the decision and the concession was after all extend-
ed to a Company under Government management. 

i2. The Committee would, however, H.ke to Stress that tlie 
Management of Public UiidertaklD~ shoulJ te guided solely by 
commercial conl'iderations wiiess there is a poiicy aii'ective by 
Government to the contrary. 

C. Side of Juti! to KintttB01t Jute Mill (S. No. 16, Paragraph 2.45) 

13. The Committee felt that it was most inappropriate for the 
Ministry to issue directive to the JCI to make further supply of 
Jute ttl Ktttnison Jute Mill without insisting on the payment of 
huge arrears. It was for the Government to take otlier measures 
to see that tlie mill was not elosed down. The Committee obServed 
'that the Public Enterprises should . be al1o~ed to function on 
sounCl cotnmerCial lines without interference crl the kind that 
happenea. in this case, from Gbvemm~nt. 

14. In reply, it has been pointed. put that in a com:munication to 
the J)Jte Corporation of Indi~ the Ministry had stated that "it will 
be advisable to adopt only that part of the suggestion which aces 
not result in financial leas to Jute Corporation of India. For 
supplying .raw jute to this mill, it is not the intention that we 
should suffer any financial 10ss on this account." 

is. THe Ministry lias ple~dl:!d: 

"Government hud nt!1th~ the i11tehttoh to give any ditec-
tive to .tel nor to intette~ with their ootnii1erciil 
funetionbig. Tlits litis alwa,s ~~h the 8t~nd o~ Govern. 
metlt." 

. , 
1,. The ~mmit~ are Dot toa'tinced about tbe j1ll'tlfkatlob far 

farther IUpply of Jute to a Mill against whom huge arrean wve 
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1,flt'!~4~ ~re,. ~ t~f~ ,!-,J. Jl~ loss 011 ~~e s~~~~qu~~t ~~ 
of j"*~ i~ w.~ ~omlll~~j~l)' ~~~., to have s~ppU~ lp.*e ~~t 
,~~a~~~shffl~ ~ny Im~~4~b~ qt J:~co~~ry of tIJ~ arr~Q,fs; fhe ~~
mittee, therefore, wish to reiterate that the public enterprises llacnl..d 
be allowed to function on sound commercial lines based on th. 
own assessm~nt of situations. 

D. Appoint~nt of Auditors (S1. No. 23, Para :U2) 

17. The Committee on Public Undertakings (1978-79) felt that 
the ~ternal audit work should be handled by a properly atafted 
cell of the Corporat~on. 

18. In their reply, the Ministry have stated as follows:-

"Corporation have advised the Government that rather than 
to leave the internal audit work to a Cell consisting of 
CofP~~~tion's o~ ~ml'loy~s, it is qe~r~~lf! to bave an 
inde~ndent firm of atUiit()rs. The Corporation haa 
v~tc~ed . t~~ pro~~s ~f the· work of the ~~torll 10r 
qver thr~ y~~rs and ~~y ~~e satl~,ed !lith the arraJ.lge-
!fl~nts. ~ccor~n~ to t~e C~~~rat~on tl1~ ft.rm.!; h~ve 
ah;eady ex~rienc~ Qf !Such work in various pth.er 
organisati~ns '~f· both .' public an~ Pfiv~te seC~on ~~cll 
indirectly helps t~ Corporation.' 

19. According to the guidelines of the Government issued tbro""" 
th~ !J.~~~~~ I:!f ~u~~;c :t:q~e~~.~~~ ~~ ~p.tt;~~~r, ~8" J,'egardinc 
!~f~~~~p.~ .,f c~91P!,~h~n~iy~ ~m' ~n~tiye ~fs~~ of Internal 
4ud~~ !l! tlt4! Pf!.~~'~ ~~~~T ~nt~~p'ri~, l~t~aJ A~~it should be 
y!thlfJ tJle ~~m~i~1!,atiy~ ,~~ .. '" ~f ~e u~~ert~ ~elf. Despite 
t~~~ P.~~~~!!~, t~~ Jl!t~ ~~!~ra*~~!, c4 ~n~a I!,~i~ted an utel'-
~" P.r~ of !~t!it~rs tR ~~~c~ intFrn~1 a~di~. T~~ ~~mmittee del'llre 
~~!\~ ~h~ rudFliD~, ~~iC~ are ~V!l~ ~ ~?-iRcir.!~ ~¥.J,h~ to be follow-
ed ~~~ ~~~~!~aJ ~~t!i~ \\;or~ e~t~sted t() !' pr~~rly' staffed cell of 
~h~ ~o~~r~';~!l' . 

E. Hiring of Taratola Godown (51. No. 28, Paragraph 4.16) 

~. Commp'~~!1~ on hiring of the private godown at exorbitant 
rates during 1976-71 the Committee. inter alia, recommen!ied that 
before iiiring of gOdoWns the Central Warehousing CorporaUoa 
.and other Centraf or State Government' Organisations hllTinl 



warehousing space to offer should invariably be consulted and it 
should be ensured that the godowns were hired at the prevailine 
market rates and that they were structually suitable in all res-
pects. Ministry's reply to this recommendation is silent on this 
point. 

2L The Committee would like to invite attention to their 24th 
Report, (Sixtb Lok Sabha) on Expenditure on airing of Storage 
Space by Public Undertakings and reiterate that public undertakings 
including the JCI should make use of public storage space wherever 
possible without resorting to hiring of private accommodation. 
The Committee are constrained to reiterate this because the JCI 
bad admittedly hired the Taratola Private Godown at exorbitant 
rates though it wal> for a year only. 

F. Loss of Jute in fire in Belvedere Godown (51. No. 30, Paragraph 
4.21) 

22. The Committee noted that the entire quantity of about 29 
thousand bales of Jute worth Rs. 75.21 lakhs kept in the Belvedere 
godown was burnt in fire. The Committee appointed by JCt 
Management to make an enquiry into the loss of Jute in fire 
recommended that the case should be referred to CBI. The Com-
mittee desired to be informed about the results of investigations 
conducted by the CBI. 

23. In their reply dated 15-9-1979 the Ministry stated as follows:-

"The Report of the Committee set up by Jute Corporation of 
India for investigating the fire in the Belvedere godown 
was furnished to the Superintendent of Police, CBI 
Calcutta. The Superintendent of Police, CBI after 
studying this Report came to the conclusion that 'it 
appears that it would be difficult to come to definite 
conclusion that the stock (of raw jute) was actually 
less than the actual stock by 5 per cent and as such no 
useful purpose would be served by initiating any en-
quiry by CBI at this stage'." 

24. The Committee enquired why S'Uch a conclusion about stock 
was necessary or relevant for initiation of a CBI inquiry to find out 
the cause of fire. In their reply dated 28-6-1980, the Ministry 
stated that the matter was being referred to the CBI and the 
result thereof would be intimated in due course. 
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25. In a subsequent note submitted on 23-10-1980 the Ministly 
have stated as follows:-

"The matter was taken up with the SP, CBI, Calcutta. The 
reply received from him shows that there is no case for 
CBI taking up this enquiry. The matter may be treated 
as closed." 

26. It is astonishing that the cause of the fire that allegedly des-
troyed the entire quantity of jute worth as. 75.21 lakhs kept ill the 
Belvedere godown years ago could llot be ascertained as yet. 
Though a committee was appointed by the Jute Corporation of India 
to make an enquiry into the loss, that committee not being able te 
locate the caUSe of fire, had recommended that the case be referred 
to CBI. According to the CBI, however, there is no case for their 
taking up the enquiry. The matter seems to have been allowed to 
rest there without even investigating the actual shortage of raw 
)lite stock. It is regrettable that the Committee have not been 
given any reason why it has been held that there is no case for 
enquiry. They, therefore, desire that Government should look into 
it and see that the cause of the fire as well as the edent of shortage 
of stock of jute ascertained by such agency as can take up the en-
quiry and take aRPropriate punitive and preventive steps so that 
s~h huge losses could be avoided in future. 



CHAPTER D 

RECOMMENDATIONS THAT H~VE BUN ACCJW'tED BY 
GOVERNMENT 

Reco~eQd"'tiqQ (~ .. No.1) 

From th~ fi~ures made avaUable to them regardin~ pqbl~ciW 
ra~phlets ap.q total expenditure of Jute Corporation of I!l~i~ .. oll 
publicity, the Committee capnot but conclude that t~e PUbUClty 
~lIpect has been utterly neglected by th~ CQrporation. em the bas~ 
of the e:tCperience of the study groups of tll~ Co~ittee c1u~ing their 
exten:;ive tours to jute-growin~ areas, the COI?mittee are incline4 to 
agree with the complaints made to them that evep the llmiteq 
number of publicity pamphlets issued by the Jute Corporation are 
not b~ing actually distributed to the growers properly. 

As admitted by the Management, the expendit~re on publicity is 
inSignificant as compared to the total overheads ~f thf: Cqrporation. 
Also, the Publicity leafiets are printe~ and isslled only i~ Septem~rl 
October each year which is well after the commencement of the 
lute season when their distribution can hardly serve any purpose. 

The Committee would, therefore, suggest that a well-thought out 
publicity plan should be prepared and launched every year well in 
advance by the Corporation in order to ensure that right at the time 
of harvesting of their jute crops, the growers are fully aware of 
the operations of the JCI and connected facilities available to them 
in the area for selling their produce directly to the Corporation. 

(Paragraphs 1.13 to 1~15) 

Reply of Government 

The Corporation has welcomed the suggestion of the Committee 
and steps are being taken to ensure that in future leafiets shall be 
distributed in the villages before the harvesting of the Jute Crop 
eommences. The help of the local administration or Agricultur~ 

Department would be necessary for such wide spread distribution . 
. Besides, the Publicity Plan also includes advertisements on All 

8 



, 
India Radio and use of p,uDli<:&ddnllaystem iD ~ villages covered 
by the DPC. 

(M1n1stry Cf Industry, Deptt. of 1.0. O.M. No. 26/1$/79- Jute, 
dated 15-~'I9) 

BeeOlDllleDdation (81. No. Z) 

The Committee note that as against the arrivals of jute in the 
markets in the month of June/July, the JCl has, during the last 
three years, been entering the field of purchase mostly in the later 
half of August by which time the small jute growers, to meet their 
pressing demands of finance, sell most of their produce to private 
traders. 

The Committee feel that the real objective of ensuring remu-
nerative prices to the jute growers, for which the Jute Corporation 
of India was set up, cannot be achieved unless the Jute Corporation 
is in a position to buy jute at the peak arrival time immediately 
atter raw jute begins to be brought by the growers to the markets 
for sale. 

The Committee strongly stress that the procurement operations 
of JCl should be taken up in right earnest from the start of the 
jute season and so oriented that there is no complaint from any 
C«1ler about the growers having to resort to distress sales to private 
traders due to delay on the part of JCI in entering the market. 
The Corporation should also ensure that their procurement opera-
tions are at full swing at the time of festivals like Puja and Id when 
the demands of the growers, pressing as they are, generally compel 
them to dispose of their jute at whatever prices are offered to them. 

(Paragraphs 1.21 to 1.23) 

Reply of Government 

Government agrees with the suggestion. It is nonnal practice 
with the Corporation to be in the market during the peak arrivals 
which take place near about Puja time. In the current year 1979-
80, the Corporation has started their purchases from the beginning 
of August itself. 

(Ministry of Industry, Oeptt. of 1.0. O.M. No. 26/13/79- Jute, 
dated 15-9-79) 



11\,,_---- Ie 
lteeommeadiatlea (81. N.. I) , 

The Committee are unhappy that even in the limited number of 
centres which the JCI has the stat! of JCI indulge in the malprac-
tice of not purchasing jute directly from the growers. The allega-
tion that JCI ofticials refuse to purchase jute from farmers on one 
pretext or the other as Ii result of which the farmers are compelled 
to sell their jute to .private traders at lower rates is a very serious 
one and needs to be thoroughly investigated with a view to imposing 
proper punishment on those found guilty in the matter. 

In regard to the allegation that while purchasing jute from the 
middlemen bogus cash memo are prepared by the JCI staff in the 
name of different farmers in order to show on records that jute 
has been purchasing from the growers, the Committee are not con-
vinced with the statement of the Chief Marketing Officer that they 
had no way of confirming whether vouchers issued by the JCI: staff 
were genuine or otherwise. 

The Cmomittee desire that the complaints that are pending with 
the JCI in this regard should be thoroughly investigated and ex-
emplary punishment is awarded in proven cases of indulgence. 

(Paragraphs 1.44 to 1.46) 

Reply of Govemmeat 
The Corporation is making thorough investigation into. com-

plaints relating to refusal to purchase directly from the growers 
and other malpractices like preparation of bogus cash memos etc. 
referred in the Committee's report. So far the services of four 
persons have been terminated and one person has resigned. 

(Ministry of Industry, Deptt. of 1.0. O.M. No. 26/13179- Jute, 
datcd 15-9-79) 

Recommendation (SI. No.4) 

The Committee also recommend that the Government should 
issue necessary directive to the Corporation so that its procurement 
is restricted mostly to the growers and the Cooperatives. 

(Paragraph 1.47) 

Reply of Govemment 

As a matter of policy, the Corporation has been relying more 
and more on the purchases being made from the actual growers 
aDd Uu-ough the Cooperatives. The Sta~ Governments, to "he. 
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Uaerec:ommendations were referred to for their comments, have a.l8o 
·iadicated that the plan of the Cooperation Departments is to involve 
primary agriculture credit societies so as to purchase loose jute at 
the door steps of farmers and also to eliminate the middlemen from 
the trade. 

(Ministry of Industry; Deptt. of J.D. O.M. No. 26/13/79- Jute. 
dated 15-9-79. 

RecommendatioD (SL No.5) 

In this context, the Committee also feel that the suggestion for 
opening a national register of jute growers, in the different jute 
growing States deserves to be seriously considered by the Govern-
ment so that each and every farmer could get a certificate which 
besides helpiItg the Corporation in identifying the growers, could 
also be beneficial in several other ways like distribution of credit 
inputs and other such facilities. The services of the staff of JCI, 
during lean months of the JCI's procurement operations could, in 
the opinion of the Committee, be utiliSed in the opening and main-
tenance of such a register. 

(Paragraph 1.48) 

Repry of Government 

The suggestion for opening of national register of jutegrowera 
in different jute growing States is welcome. The State Govern-
ments who have replied to this recommendation have also welcomed 
the suggestion. Government of West Bengal have already asked 
their officers to see that each and every Cooperative Marketing 
SOCiety maintains a list of jute growers of their respective areas. 
This is a good begin¢ng. 

(Ministry of Industry, Deptt. of 1.0. O.M. No. 26/13/79- Jute, 
dated 15-9-79) 

Recommendation (Sl. No.6 8& 7) 

As regards alleged cheating of poor jute growers by the officials 
of JCI in other ways like down-grading of their jute, underweish-
ment and deductions on account of moisture etc., the Committee 
recommend that popular committees consisting of representatives of 
powers organisations should be formed without delay to order to 
e.iIe proper Yi,u and prevent the malpractices. 
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The Committee also recommend that periodical surprise checka 

. by supervisory staff of Ule JCI should be made at aU D.P.C.. of the 
Corporation where complaint/suggestion books should also be 'kept 
for the help of the jute growers coming to sell their jute. 

(Paragraph 1 .• 

Reply of GovenmaeDt 

According to the Corporation the Departmental Purchase Centr_ 
are maintaining complaint-cum-suggestions books and surprise 
checks are made by the Supervisory Staff of the JCI. The sugges-
tion of setting up popular Committees consisting of representatives 
of growers is also under examination. 

(Ministry of Industry, Deptt. of I.D. O.M. No. 26/13/79- Jute. 
dated 15-9-79) 

• 
Further Information desired by the Committee 

Please state the results of the examination of the suggestion of 
setting up popular Committees consisting of representatives of 
growers. 

(Lok Sabha Secretariat O.M. No. llO/2(1)-PU/79 dated 15-3-1980) 

Reply of Government 

It is proposed. to set up committees consisting of representatives 
of growers on an experimental basis in certain selected areas. The 
matter has been taken up with the 'State Government of West 
Bengal. 

(Ministry of Commerce, Department of Textiles O.M. No. 26/13/79-
Jute dated 28-6-1980) 

Recommendation (SI. No •. S) 

In regard to tl'le USe of Moisture Meters at the D.P.Cs of the JCI, 
which are stated to have the effect of scaring away of jute sellers 
from the D.P.C5t the Committee would suggest that the jute growers 
should be educated through issue of leaflets and otherwise about 
the utility of such meters and their usefulness to the growers 
against explOitation by private traders. The Committee would also 
suggest that till such time as the growers get psychologically ad-
justed to the use of such meters, the D.P.Cs of the JCI should 
restrict their use only in cases of dispute in regard to the extent 
of moisture content in the jute offered. for sale. and that too afta' 
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convincing the seller about the utility of the meter for an amicable 
settlement of the difference of opinion in the matter. 

(Paragraph 1.50) 

Reply of Go~nmeDt 

Leaflets on the utility of use of moisture meter on the lines 
suggested are being issued in regional languages. The Departmental 
Purchase Centres of the Corporation restrict the use of moisture 
meters only in disputed cases. 

(Ministry of Industry, Deptt. of 1.0. O.M. No. 26/13/79-Jute, 
dated 15-9-79) 

Recommendation (SI No.9) 

The Committee are surprised to note that in 1973-74, two private 
firms (M/s. Maheshwari Brothers and Gouri Shanker Bagawati 
Prasad) of Calcutta were appointed as agents of the Jute Corpora-
tion of India for purchase of jute in Andhra Pradesh. 

In view of the seriws allegations also involving the Chief 
Marketing Officer (Shri R. R. Yagnik) of Jute Corporation of India, 
in respect of the appointment of these agents and also the malprac-
tices indulged in by them during their purchase operations on behalf 
of the Jute Corporation of India, the Committee recommend that 
all these allegations should be thoroughly investigated in order to 
pin-point the lapses and to fix responsibility for each of them, with 
a view to take suitable action in the matter. Pending investigation 
"Shri Yagnik should be shifted from the present position and should 
not be allowed to handle purchase, sale and delivery of jute. 

(Paragraphs 1.64 to 1.65) 

The CorpOration has reported that the allegations involving 
Shri R. R. Yagnik (Chief Marketing Oftlcer) are being investigated 
by the Central Bureau of Investigation (CBI). 

(Ministry of Industry, Deptt. of I.D. O.K. No. 26/13/79-Jute, 
dated 15-9-79) 
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Further Information desired by the COIDIIlittee 

Please state the present position of investigation by the CBI aad 
t1 the investigation in completed the findings and action taken on the 
basis thereof. 

(Lok Sabha Secretariat O.M. No. llO/2(1)-PUI79 
dated 15-a-1980) 

Reply of Government 

CBI have reported that there is a prima facie case against Shri 
Yagnik being in possession of assets disproportionate to his known 
sources of income. The Central Vigilance Commission has recom-
mended irtitiation of departmental proceedings against Shri Yagnik 
and action is being taken accordingly. 

(Ministry of Commerce,. Department of Textiles O.M. 
No. 2611317~Jutie, dated 28-6-'1980) 

Recommendation (Sl. No. 10) 

The Committee would in particular demand a thorough probe 
into the non-existence of 186 growers, out of 198 in 21 villages whose 
names have been shown by the private agents as sellers of jute to 
them, and the denials by the other 12 growers about their having 
sold any jute to either of the two agents.· In the opinion of the 
Committee the incorporation of such fictitious names in the recorda 
of the agents amounts to a criminal breach of trust which requires 
to be thoroughly investigated and followed up by launching neces-
sary proseeutions qainat the persons concerned. 

(Paragraph 1.00) 

Repl,. of Gonrnment 

The Corporation, on the advice of its Solicitor has withheld pay-
ment of RI. 7.06 Lakhs approximately due to the two private firms 
who were appointed as agents of the Corporation in Andhra Pradesh. 
However as per the agreement, the a~nts have gone into arbitra-
tion and the proceedings are continuing. 

(¥inistry of Industry, Deptt. of I.D. O.M. No. 26/13/79-Jute. 
dated 15-9-79) 

Further Information desired by the Committee 

(a) It is presumed that the irregularity mentioned by the Com-
-mittee. ~ als~ investigated by. the CBlThis may beconftrmed. 

, . 
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(b) Pleue state the'preIIIlt position ofc'.bitration proceediaaa-' 
and if the proceedinga are over the outcome thereof. 
[Lok Sabha Secretariat O.M. No. llO/2(1)-PUI79 dated 15-3-1980)-

Reply of Government 

(a) The Corporation has been informed by the Calcutta Branch 
of CBI that they were not enquiring into the matter. 

(b) One of the two private firms, namely, Mis. Maheshwari Bros. 
and Company have unconditionally withdrawn the arbitration pro-
ceedings and requested the CMD, JCI, to give a final decision on 
this case. It is understood that CMD is likely to decide the matter 
within the next month or two. The arbitration proceedings re-
garding the other firm are still continuing. 

[Ministry of Commerce, Department of Textiles O.M. No. 26/13/79-
Jute, dated 28-6-1980] 

Further information desired by the Committee 

Please state why no probe to be followed by prosecution of what 
amounted to a breach of trust, could be undertaken as recommended 
by the Committee? What was the advice of solicitor in this regard? 

[Lok SabhaSectt. O.M. No. llO/2IPU/79, dated 2-8-1980] 

Reply of Government 
A copy of the opinion of iolicitors is enclosed. (Appendix I) 

The reault. Of the arbitration proceedings/CMD's decilion are await-
eel. The queation of pl'OieCution can be considered on receipt of 
the arbitration award/CMJ)'. decliton. 

[MUai8try of CoIIunerce, Deptt. of Textilea, O.K. No. 28/18118-
Jute, dated 23-1o.1880~ 

llecemmeac1atioll (SI. No. 11) 

Ial reprd to the criteria generally adopted by the Corporation 
ht making appointment of private agent., the Committee 1eel 
coacerned at the cODtradictiona in the .tatement, made In t1:dt re-
gard during evidence by the Chief Marketing Oftlcer and bJ the 
OIiC8l,' on Special I>a.ty of the Corporation. While the former hu 
8S8el'ted that appointments were made on the basia ot recOmDleo-
datiops of the State· Government the latter has stated that "not all 
the a~~ were appointed on the basis of recommendations of 1Ita 
State Goyemmenti." The. poaition u stated by the Otftcer on 
~ Duty is alIo confirmed from the fact that during 1973-7. 
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only four private agents (out of a total of SS- appointed by the 
Corporation) were recommended by the State Governments. The 
Chief Marketing Officer has thus misled the Committee for which 
the Committee would like his explanation to be obtained and in-
corporated in the Action Taken reply to this observation of the 
Committee. 

(Paragraph 1.67) 

Beply of Government 

The explanation of the Chief Marketing Officer has been ob-
tained and is reproduced below: 

"The Committee on Public Undertakings (1978-79) in their 
25th Report observed that I had misled the Committee in regard 
to the appointment of private trade agents in 1913-74 by making a 
statement that "the State Governments were asked to recommend 
some names and on the basis of their recommendations, the appoint-
ments were made". The Committee thought that the statement 
made by the OSD during his evidence that "not all the agents were 
appointed on the recommendation of the State Governments" con-
tradicted what I said and the OSD's statement was also confirmed 
from the fact that during 1973-74 only 4 private agents out of a 
total of 36 appointed by the Corporation were recommended by the 
State Governments. As will be seen from our replies to LSS 
Question No. 22 (b) forwarded with their fetter No. 11011 (5) -PUI 
'17 dated 31-10.:1977 as also our clarification given in reply to Ques-
tion No. 26(a) forwarded with LSS letter No. 110/1(9)-PU/'T8 
dated 5-1-1978 that it was oJ'\ly in Bihar that 4 O'Ilt of 2t agents 
-who actually purchased jute were sponsored by the State Govern-
ment. In other States all the agents were sponsored by the state 
Governments. Thus, 20 Qut of 36 agents were actually sponsored 
by the Government. 

A,ctu.ally about 198 names were sponsored by various State 
(;.ovemmellts, 32 were directly aRPofnted In Bfhar but these 
"QP.POintments also wt:re duly fntbnated, to the State GQ.vemme$ 
I could nQt actually re~l1ect, after a lapse of 4 years, w!iat pi'ec1se-
'Iv was the position and I was fortunately s~pplemented by OSD 
"when he said that not all the agents were appointed on the reeom-
m.endati~ of the State Governments. APllQrelitly, the OS!) who 
'wa" dealing with the cases of violations. of agreements by the pri-
vate agents was able to remember the correct posftfon. I had no 
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intention of misleading the Committee and I apologize for giving 
tluch an impression to the Committee in my replies." 

[Ministry of Industry, Deptt. of LD. O.M. No. 26/13179/Jute, 
dated 15-9-79] 

Beeommeadatkm (Sl. No. 12) 

In regard to the principle of appointment of private agents, the 
Commit'ee would. suggest that instead of appointing private 
agents, who are reported to have indulged in various types of 
malpractices, the JCI should have their purchases made through 
cooperatives who may in turn enroll small and marginal farmers as 
their members. 

(Paragraph 1.68) 

Reply of Gevernment 

The past practice of appointing private agents has since been 
-discontinued. 

[Ministry af Industry, Deptt. of I.D. O.M. No. 26/13/79/Jute, 
dated 15-9-79] 

BeeelllJl1eBdation (SI. No. 13) 

The Committee take a very serious note of the fact that the 
Executives of Jute Corporation of India by-passed the Board of 
Direriors as well as the Committee of Operations and entered into 
a deal with the National Company and agreed to meet their entire 
requirement of raw jute at concessional rates, much lower than 
the rates at which jute was S'Ilpplied to other mills. They are 
~sed to note that even after the agreement was -C8JlQeJled 
after obtainin.g legal advice, the Jet continued to stlpply j~'le at 
eenclllioMl tenns as compared to other mills. The· Board ., 
Dtreclers felt that this was nO.t justified. 

The Committee are informed that the Corporation could not 
achieve its original objective for which the deal was negotiaW as 
it did _ pt any reBef in regard to godown space during tbe 
pu.ehaaing periect, the- tamover was adversely affected and. it Jaad 
t. iAeUr baIwy' carrying costa for more than two months. The 
Board of DireetOl'l have rigtJ.t1y pointed out that the reasons statecl 
to. th., sale 0' jute at tt.· m!nfmunl price involving a lou wcw 
qt ... ~ Ud thatft •• ineum~nt on the part of the 
Maagement that, In an important matter involvinl a lar,e amount 
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of loss and deviation from Itandard practiee, the Board IhCNld 
have been consulted. 

The Committee further note that the Management flouted the 
decision of the Board that all jute purchased should be kept in 
buffer stock for sale only in the oft-season. They entirely agree 
with the observation of the Board that the National Company had 
been given a preferential treatment and thus an irregularity had 
occurred. 

The Committee recommend that the matter should be thorough-
ly investigated with a view to fix responsibility. 

(pflragraphs 2.14 to 2.17) 

Reply of Government 

A preferential treatment was accorded to the National Company 
Ltd., anlmdertaking under Government management, as a result 
of a meeting which was attended by the Chairman, the Managing 
Director, the Director (Finance), OSD of the Corporation and the 
Jute Commissioner. It has bE'en reported by the Corporation that 
when the matter was reported to the Board of Directors on 13th 
April, 1977, the Chairman agreed that such decisions would in 
future be reported to the Board. Such an assurance is deemed to 
be adequate and it is not necessary to make further investigations 
to fix responsibility. 

[Ministry of Industry, Deptt. of I.D. O.M. No. 26/13179jJute, 
dated 1s..t-~1 

RecomllleDdati •• (81. Ne. it) 

Tile Committee note that the t.raa ana conditionJ of the letter 
.f ered1t al sent to the Jute CorporaUon of India by the PuDlIb 
~ttonal Bank, Calcutta, differ from the terms and condttiona 01 
ftte letter of credit in the recorda of the Bank. The Commt.ttee feel 
tbat thil may not merely be a case of aegligence, ana that thiI au 
all appearancel of a oonapiracy. 

11te Committee accordingly recommend -that the Inquiry beUlg 
made . by th_e Bank into the matter should be completed Without 
further delay and if the result of the enquiry 10 warrants; necel'-
9Ilry prose'Cutions should be launched not only against the erring: 
oftlcers of the Bank but also against the persons of the JK Jute 
Kill involved in it. The Committee would like tit be Informed of 
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the result of the probe suggested. by them and furtIler actiOil t.bD 
by Government in the matter, without delay. . 

(PcIragraphI 2.27 II US) 

Reply of Government 

Banking Division has informed that Punjab National Bank, after 
taking into consideration the recommendations of the Committee, 
has decided to refer the matter to C.B.!. for further investigation. 

[Ministry of Industry, Deptt. of LD. O.M. No. 26/13179-Jute, 
dated 15-9-79] 

Further Information desired by the Committee 

Please state the present position of investigation by the CBI and 
if the investigation is completed the findings and action taken on 
the basis thereof. 

[Lok Sabha Secretariat O.M. No. llO/2(1)-PU/79 dated 15-3-1980] 

Reply of Government 

CBI has sought some information which is being collected by the 
Bank from its branches. 

[Ministry of Commerce, Department of Textiles O.M. No. 26/13179-
Jute, dated 28-6-19801 

Further Information desired by .... Co.mittee 

1Ias the investigation been completed by CBI! If so, what &etlon: 
has been taken on the basis thereof? 

[Lok Sabha Sectt. O.W. No. 1l0l3lPU /79 dated 2-8-1980] 

Reply of Gover __ .t, 

The Punjab National Bank with whom the matter was taken up, 
have informed that the Deputy Inspector General, CB! had asked 
for certain information/clariftcation in the l matter and the same 
has been supplied to him on 19th June, 1980. The case has not been 
finalised by the CBI so far and the Bank has again reminded them 
on 22nd July, 1980. 
[Ministry of Commerce,' Department of Textiles O.W. No. 26/13179-

Jute, dated 26-9-1980J 
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RecoQllJlendation (Sl. No. 17) 

The Committee also recommend that vigorous steps should be 
taken to recover the outstanding dues from the Mill. 

(Paragraph 2.46) 

Reply of Government 
JCI are taking necessary steps for the recovery of their outstand-

ing dues from the Jute Mills. The Corporation has already secured 
arbitration awards amounting to about Rs. 83,62,908.49 in their 
favour in cases other than those arising out of sales of 1974-75 crop 
Regarding dues on account of supply of 1974-75 crop, the arbitrators 
have decided to hold arbitration proceedings in abeyance till 2nd 
~une, 1980, presumably because the Government of West Bengal 
have declared Kinnison Jute Mills as a "Relief Undertakings" under 
their Relief and Sick Industries Undertakings Act. However, the 
Corporation has taken up this issue with the arbitrators pleading 
that their dues should be treated on a different footing since they 
are a public sector undertakings. 

[Ministry of Industry, Deptt. of Ind. Dev. O.M. No. 2.6/13179-Jute, 
dated 15-9-1979] 

Recommendation (S1. No,.. 18) 

The Committee feel that preferential treatment was given by 
JCI to Shri Ram Jute Mills and Shri Ambica Jute Mills in the sup-
ply of imported jute. They are astonished to find that in both the 
cases deliveries were continued without verifiying whether payment 
against earlier deliveries had been made or not although jute was 
agreed to be supplied on cash and delivery terms. 

The Committee recommend that the matter regarding supply of 
imported jute to both the mills should be thoroughly investigated 
with a view to pinpoint lapses. They also r~ommend that adequate 
"Steps should be taken to recover the dues from the mills. 

(Paragraph 2.50 to 2.51) 

Reply of Governmeat 

While the Corporation is taking steps for realising its dues from 
Shri Ram Jute Mills and Shri Ambica Jute Mills, CBI has been re-
quested to agree to investigate into the import and disposal of raw 
jute from Thailand. 

[Ministry of Industry, Deptt. of Ind Dev. O.M. No. 26/13179-Jute, 
dated 15-9-1979] 
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Further information dedred by the Committee 
Please state-

(a) The present position of recovery of dues from the two 
mills; and 

(b) Whether the CBI bas agreed to investigate the import 
and disposal of raw jute from Thailand and if so, the 
present position of 1nvelt1gatlon, the findings and the 
actlon taken on the basis thereof. 

(Lok Sabha Secretariat O.M. No. llO/2(1)-PU!79 dated 15-3-1980) 

Reply of Government 

(a) One of the two, namely, Shri Ambika Jute Mills has paid so 
far Rs. 39 lakhs out of the total dues of about Rs. 80 lakhs~ and has 
promised to continue to pay @ Rs. 3 lakhs per month till the dues 
are fully cleared. The arbitration proceedings have been initiated 
against the other, namely, Shri Ram Jute Mills. 

(b) The flIes relating to import of jute from Thailand were taken 
over by the Cal. No report has yet been received from the CBI. 

(Ministry of Commerce, Department of Textiles O.M. No. 26/13/79-
Jute dated 28-~1980) 

Recommendations (81. No. 19 " 20) 

Notwithstanding the fact the delayed deposit of cheq~s by the 
Jute Corporation does not result in any loss of interest to the Cor-
poration, the Committee feel extremely unhappy about the existence 
of the practice of delaying the deposits of cheques. On a perusal 
of some of the instances of long delays in presentation of cheques, 
the Committee cannot help feeling that such special accommodation 
has been shown by the JCl particularly to Mis. Kinnison Jute Mills 
which belong to Bird & Co. Group with which the former ~naglng 
Director was connected earlier. The Committee accordingly sug-
gest that this aspect should be probed into and responsibility fixed 
in the matter. 

The Committee expect that in future, t~e working of the 
Accounts department of the Corporation should be so organised 
that all cheques received by the Corporation are duly deposited 
with Bankers of the Corporation by the next working day without 
faU. • _ •••.•.. 

(Paragraphs 3.5 to 3.6)· 



Reply of Government 

The cases of suspected favouratism . shown by the previQus 
Managing Director, J'CI, Sbri' G.Ukil, have been referred to CBl 
for investigation. JCI has taken steps to ensure that there is no 
:avoidable delay in depositing the cheques with the banks .. 

[Ministry of Industry, Deptt. ·of,lnd. Dev. ·O.M. No. 26/13179-Jute, 
. ' dated 15-9-1979] 

Further Information desired by the Committee 

Please state the present position of the investigation by the CBl 
and if the investigation has been completed the findings and action 
taken on the basis thereof. 

(Lok 'Sabha Secretariat O.M. No. llO/2(1)-PU/79 dated 15-3-1980) 

Reply of Government 

The matter has been under investigation of CBI since July-August 
1979. No report has yet been received from them. 

[Ministry of Commerce, Department of Textiles O.M. No. 26/13/ 
79-Jute dated 2S-6-1980] 

Recommendation (SI. No. 21) 

The Committee consider it an undesirable practice to accept 
post-dated cheques showing needless accommodation to the Jute 
Mills. They recommend that the matter should be examined and 
action as found necessary should be taken. 

(Paragraph 3.9) 

Reply of Government 

Corporation has accepted the advice of the Committee and have 
reported that in future post-dated cheques would not ordinarily 
be accepted. 

[Ministry of Industry, Deptt. of Ind. Dev. a.M. No. 26/13179-Jute, 
dated 15-9-1979] 

Recommendation (Sl. No. 22) 

The Committee are greatly concerned to note that there ha.,.e 
..... n aerioul laplleS on the part of the Jute Corporation of I •• ill 
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the matter of. submiuion of Quarterly Financial Re»9rts, for which 
eoth the Managing Director and the P'inance Director jointly are 
l'~sponsible and their ,action cannot but be deprecated. 

, I 

The non-submission of the Quarterly Reports on a regular basis, 
would undoubtedly give rise to a sw;picion t~t there was something 
to hide. 

The Committee would accordingly suggest that the compilatioll 
and submission of the Quarterly Financial Reports should be so 
organised that the Report pertaining to each quarter reaches the 
Government by the end of the month following the close of the 
quarter 8S required under the existing direction of Government. 

(Paragraphs 3.16 to 3.17) 

Reply of Government 

Government have requested the Corporation to ensure that the 
quarterly financial reports are compiled and sent in time to the 
Ministry also. 

[Ministry of Industry, Deptt. of Ind. Dev. O.M. No. 26/l3179-Jute, 
dated 15-9-1979] 

Recommendation (81. No. 24) 

The Committee take a serious note of the fact that JCI allowed 
to accumulate at a time nearly one crore rupees in the Banks in the 
current account. It has been admitted by the Finance Director that 
the Management is ultimately responsible for the loss of interest 
amounting to about Rs. 12 lakhs. The Committee recommend that 
responsibility for the lapse should be fixed. They also recommend 
that clear gUidelines should be laid down for depositing the public 
money in Banks so as to ensure that an amoun1 exceeding a pres-
Cribed limit is not allowed to remain in the current account for 
more than a week. 

(Paragraph 3.27) 

Reply of Government 

Government have called fOr further comments from Jute Cor-
poration of India. The exact reply to the recommendation made by 
the Committee would be furnished in due course. 

[Ministry of Incluatry, Deptt. of Ind. Dev. O.M. No. 26/13n9-Jute, 
dated 15-g..1~ 
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Further Information d8tred by the Committee 

Please furnish the final reply to the recommen.dation. 

(Lok Sabha Secretariat O.M. No. 1l0/2(1)-PU/79 dated 15-3-1980» 

Repl)' of Goftl'lUbent 

The CMD, JCI has submitted his report to the Government and 
stated that "it may not be possible to fix responsibility on any 
individual officer". He has ascribed this lapse to the lack of a 
systematic approach and the absence of clear instructions." 

(Ministry of Commerce, Department of Textiles O.M. No. 26/13/79-
Jute, dated 28-6-1980) 

Further Information desired by the Committee 

The Committee had recommended inter alia that clear guidelines 
should be laid down for depositing the money in banks. Have the 
guidelines been issued? If so. please furnish a copy. 

(Lok Sabha Sectt. O.M. No. 1l0/2/PU/79, dated 2-8-80)' 

Reply of Government 

A COpy of note dated 8-11-1979 Appendix LI and also of circular 
No. JCIIF&A/RO dated 10-12-79 Appendix III are enclosed. 

(Ministry of Commerce, Department of Textiles O.M. No. 26/13179· 
Jute, dated 26-9-80) 

Recommendation (Sl. No. 26) 

The Committee note that about Rs. 13.48 lakh worth of jute kept 
by JCI in the god own of Khardah Co. Ltd. during 1974-75 was mis-
appropriated by the Company. They are surprised to note: that the 
Corporation did not make any arrangements for regularly inspect-
ing the jute kept in the godowns of the mills. An Inspector was 
permanently posted at each mill only after this misappropriation 
case involving huge amount came to the notice of the Management. 

The Committee regret to note that the losses have not been re-
covered so far. They find that even after the case was registered 
by the Police the matter has proceeded at a very slow pace. 



The Committee recommend that the case should be pursued 
vigorously and the matter should be taken up with the Government 
of West Bengal in order to recover the value of the misappropriat-
ed jute from the mill and at the same time get the culprits punished. 

. (Paragraphs 4.7 to 4.9) 

Reply of Government 

The Jute Corporation of India are already pursuing the matter 
with the Government of West Bengal and the new management of 
Khardah Company. 

[Ministry of Industry, Deptt. of Ind. Dev. a.M. No. 26/13179-Jute, 
dated 15-9-1979] 

Further Information desired by the Committee 

Please state the present position in regard to the action taken 
on the recommendation contained in para 4.9. 

(Lok Sabha Secretariat O.M. No. 1l0/2(1)-PU/79 dated 15-3-1980) 

Reply of Government 

On request from CMD, JCI, the Government of West Bengal 
have recently appointed a Special Public Prosecutor 80 that the 
proceedings in the criminal case could be expedited. The alleged 
misappropriation took place in the year 1974-75 and hence, the dues 
arising therefrom would be classified as pre-take overdues. Since 
orders have been issued under the I(D&R) Act, putting such dues 
under moratorium, its recovery at this stage does not arise. 

(Ministry of Commerce, Department of Textiles a.M. No. 26/13/79-
Jute, dated 28-6-1980) 

Recommendation (SL No. 27 & 29) 

In their Thirteenth Report on Jute Corporation ot India-Pro-
curement and Marketing of Jute by JCI the Committee have recom-
mended that adequate steps 'Should be taken to assess the total re-
quirement of godown FQRlCe in the subsequent years and to plan the 
construction of such godown9 in a phased manner. The Committee 
need hardly stress that the Corporation .hould learn from the past 
experience and avoid using the godowns of the mUls for creating 
bufterstock. r 
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The CoMmittee have already stresaed that JCII should assess the 
total requirement of ,odown space in the subsequent years and 
should plan the construction of godowns in a phased manner as to 
ensure that adequate storage capacity is available tor maintaining 
bufferstock. 

[Paragraphs 4.10 & 4.17] 

Recommen4.ti_ (51. 27 " 21) 
In their Thirteenth Report on Jute Corporation of India-Pro-

curement and Marketing of Jute by JCI the Committee have recom-
mended that adequate steps should be taken to assess the total 
requirement of godown space in the subsequent years and to plan 
the construction of such godowns in a phased manner. The Com-
mittee need hardly stress that the Corporation should learn from 
t~e past experien~e and avoid using the godowns of the mills for 
creating bufferstock. 

(Paragraph 4.10 & 4.17) 

Reply of Govel'DMent 

The need for arranging adequate storage capacity is engaging 
the attention of the Government as well as of Jute Corporation of 
India. National Co-operative Development Corporation is drawing 
up plans in consultation with the State co-operative organisations 
for construction of godowns. 

[Ministry of Industry, Deptt. of Ind. Dev. O.M. No. 26/13179-Jute, 
dated 15-9-1979] 

The need for arranging adequate storage capacity is engaging 
the attention of the Government as well as of Jute Corporation of 
India. National Co-operative Development Corporation is drawing 
up pIaD'S in consultation with the State CO-CQerative organisations 
for construction of godowns. 

[Ministry of Industry, Deptt. of Ind. Dev. O.M. No. 26113179-.!ute, 
dat1!d 15-9-79]. 



CHAPTER m 
ltECOMMENDATIONS WHICH THE COMMITTEE DO NOT 

DESIRE TO PURSUE IN VIEW OF GOVERNMENTS REPLIES 

Recommendation (Sl. No. 15) 

The Committee note that as a result of certain sales on ICredit 
made to the Natfar chandra Jute Mills an amount of Rs. 27.50 lakhs 
became ou~tanding as on 15-11-1976 when JCI got information to 
the effect that the ownership was making an arrangement of trans-
fer and sale of the Mill. They are surprised to note that the 
Management of JCI cti4 not take Qroper legal steps to ensure that 
dues were paid. It has been stated that JCI requested the Union 
Bank of Ind~a to take 'Steps for the realisation of dues. The Com-
mittee feel that the matter should have been vigorously purSiUed 
with the Bank. 

The Committee regret to note that the Union Bank of India did 
not take any prompt action to realise the dues ,of JCI. They recom-
mend that firm action should be taken against those responJible for 
,su.:::h a serious l~e in the Bank. 

[Paragraphs 2.33 to 2.34] 

Reply of Governmeat 

According to the information received from the Corporation, 
:attempts were made to recover the dues from Mis. Naffar Chandra 
.Jute Mills Ltd. both by exerting pressures through Banks and also 
by direct dioscussions. When the arrangement did not work, the 
matter was brought to the notice of the mills Bankers again. The 
Bank was also informed of the recommendations that in case of 
transfer or sale of the mill they should take steps for realisation 
of Jute Corporation of India" dues and Bank was requested to keEQ 
the Corporation .informed of the developments. Mflnwhi1e, the 
mill was declared a Relief Undertaking when it was taken over by 
other parties. The Ministry of Industzywas approached with cer-
tain Ql'oposals for settlement of the ou~nd~ng dues of Jute Cor-
poration of India. The propollBls were diecUiled by the Board of 
Dir~tors and alter consideration, counflerprqposa1s were m.. As 
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the settlement ,could not be reached, legal steps for the recovery of 
the dues are being taken. 

As regards action against Ulnited Bank of India (Not Union_ 
Bank of India a'S referred to in the r£QOrt) the matter has been 
referred to the Banking Division who, in their turn, have taken uF 
the matter with the Bank. 

[Ministry of Industry, Deptt. of 1.D. O.M. No. 261 13 1 79-.Jute,. 
dated 15-9-79].. 

Further Information desired by the Committee 

Please state (a) the outcome of the legar steps taken to recover-
the'dues from the mill and (b) the outcome of the Banking'Divi--
sions' taking up the matter with the Bank. 

[Lok Sabha Secretariat O.M. No. 110121 (1)-PU\79 dated 15-3-1980J 

Reply of Government 

As regards action against United Bank of India (not Union~ 

Bank of India as referred to in the Report), the Banking Division of' 
the Ministry of FinanCe have intimated that the Bank was helpless 
in the matter in view of the ,continuous cash losses substa~ned by 
Mis. Naffarchandra Jute Mills Ltd. an,d the erosion of the bank's 
own securities. 

[Ministry of Commerce, D€Qartment of Textiles O.M. No. 
26113179-Jute dated 30-5-1980T 

Recommendation Sl, No, 25) 

The Committee take a serious note of the fact that no provision 
for tax liability on account of export of raw jute was made by JCI 
in spite of the advice of their Sales Tax Advocate, They hardly-
stress that such irregularities should be avoided so that the accounts 
give a true picture of affairs of the Corporation. 

[Paragraph 3.30] 
Reply of Government 

Jute Corporation of India has contested the levy of Raw Jute' 
Purchase Tax since, according to the Corporation, the purchases 
were made directly in the course of exports and as such they are· 
exempted from Raw Jute Purchase Tax. The case is lying before-
the Calcutta High Court and is as such sub-;udice, 

[Ministry of Industry, Deptt. of Ind Dev. O.M. No. 26\13\79-J-ute, 
dated 15-9-791_ 



29 

Recommendation (SL No. 28) 

The Committee find that the Taratola godown was not only hired 
.by JCI at exorbitant rates but is was also not fit to be hired because 
it was lacking in necess1ary fire extinguishing arrangements. JCI 
did not renew this godown for another year only when the Director 
of Fire Services advised them to release this godowns. The Com-
mittee recommended that before h:ring of godowns the Central 
Warehousing CorporatIon and other Central or State Gov·ernment 

-organisations having warehousing space to offer should invariably 
be consulted and it should be ensured that the godowns are hired 
.at the prevailing market rates and that they are structurally suit-
.able in all respects. 

[Paragraph 4.161 

Reply of Government 

Jute Corporation of Inda has stated that the two god owns of 
Taratola were operationally the best godowns in their possession. 
'The COl'l?Oration were able to recover the entire rent paid on these 
godowns through sale of jute procured during 1976-'77. These 
god owns were released not on the advice of the Director of Fire 
Services but the land-lord refused to renew the tenancy on the 1976-
'17 terms. 

[Ministry of Industry, Deptt. of Ind. Dev. O.M. No. 26113i79-.!ute, 
dated 15-9-79]. 



CIiAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIFS OF' 
GOVERNMENT HAVE NOT BEEN ACCEPTZO BY THE 

COMMITTEE 

Recommendation (Serial No.6) 

The Committee feel that it was most in8()propriate for the Minis-
try of Commerce to issue directive to the JCI to make further 
supply of jute to Kinnison Jute Mill without insisting on the pay-
ment of huge arrears. It was for the Government to take other 
measures to see that the Mill was not closed ,down. The Public En-
terprises should be allowed to function On sound commercial lines' 
without interference of the kind that happened in this case, from 
Governmen t. 

(Paragr~h 2.45) 

Reply of Government 

It was stated by the Ministry in a communication to the Jute 
Corporation of India that ",it will be advisable to adopt only that 
part of the Suggesrtion which does not result in financial loss to Jute 
Corporation of India. For supplying raw jute to this Mill, it is not 
the intention that we should suffer any financ.ial loss on this 
account". 

It will be seen from above that Government had neither the in-
tention to give any directive to' the Jute Corporation of India nor 
to interfere with their commercial functioning. This has always 
been the stand of Government. 

[Ministry of Industry, Deptt. of Ind. Dev. O,M. No. 26113179...!ute, 
dated 15-9-79]. 

Recommendation (SL No. 23) 

The Committee feel that the internal audit work should be 
handled by a properly staffed cell of the Corporation. 

(Paragraph 3.22). 
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Reply of Government 

Corporation have advised the Government that rather than to 
leave the internal audit work to a Cell consisting of Corporation" 
own employees, it is desirable to have an independent ftrm of 
auditors. The Corporation has watched the progress of the work 
of the auditors for over three years and they are satisfied with the 
arrangements. According to the Corporation these firms have already 
experience of such work in various other organisations of both 
public and private sectors which indirectly helps the Corporation. 

[Ministry of Industry, Deptt. of Ind. Dev. O.M. No. 26/13/79-
Jute, dated 15-9-197g] 

BecoDlDlendation (SL No.. 3&) 

The Committee regret to note that the entire quantity of about 
29 thousand bales of jute worth Rs. 75.211akhs kept in the Belvedere 
godown was 6urnt in fire. They are surprised to note that no 
written instructions had been issued to the security staff and others 
concerned for keeping the necessary vigil. The Committee appoint-
ed by JCI Management to make an enquiry into the loss of fire has 
recommended that the case should be referred to the CBI. The 
Committee would like to be informed about the result of investi-
gations conducted by the CBI. 

(Paragraph 4.21) 

Reply of Govemment 

The Report of the Committee set up by Jute Corporation of India 
for investigating the fire in the Belvedere god own was furnished to 
the Superintendent of Police, CBI, Calcutta. The Superintendent 
of Police, CBI, after studying this Report came to the conclusion 
that "it appears that it would be difficult to come to definite con-
clusion that the stock (of raw jute) was actually less than the 
actual stock by 5 per cent and as such no useful purpose would be 
served by initiating any enquiry by CBI at this stage". 

[Ministry of Industry, Deptt. of Ind. Dev. O.M. No. 26/13/79-
Jute, dated 15-9-1979] 

Further Information desired by the Committee 

It hat3 been stated that according to the Suptd. of Police, CBI, 
Calcutta,. no useful purpose would be served by initiating any in-
quiry by CBI at this stage into loss of jute in fire at Belvedere 
godown because it appeared that "it would be difficult to come to 
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definite conclusion that the stock (of raw jute) was actually less 
than the actual stock by 5 per cent". Please explain why such a 
conclusion about stock is necessary or relevant for initiation of a 
CBI inquiry to find out the cause of fire? 

[Lok Sabha Sectt. O. M. No. l10/2(1)~PU/79, dated 15-3~1980] 

Reply of Government 

The matter is being referred to the CBI and the result thereof 
will be intimated in due course. 

[Ministry of Commerce, Department of Textiles O.M. No. 26/ 
13/79- Jute, dated 28-6-1980] 

Further Information desired by the Committee 

Has the matter referred to CBI? If so, what reply has been 
received from them? 

[Lok Sabha Sectt. O. M. No. 110/2 (1)-PU/79, dated 2-8-1980] 

Reply of Government 

The matter was again referred to the SP, CBI, Calcutta Branch, 
seeking the information called for. Reply from CBI, Calcutta 
Branch is awaited. 

[Ministry of Commerce. Department of Textiles O.M. No. 26/ 
13/79-Jute, dated 26-9-1960) 

Further Information required by the Committee 

Has the matter been referred to CBI? If so, what reply has been 
received from them? 

[Lok Sabha Sectt. O.M. No. 1l0/2/PU /79, dated ~8-1980] 
Reply of Government 

The matter was taken up with the SP. CBI, Calcutta. The 
reply re::eived from him shows that there is no case for CBI taking 
up this enquiry. The matter may be treated as closed. 

[Ministry' of Commerce, Department of Textiles O.M. No. 26/ 
13/79~Jute, dated 23-10-1980] 

NEW DELHI; 

November 24, 1980. -- -----.-
Agrahayana 3, 1902 (Saka). 

BANS I LAL, 
Chairman, 

Committee on Public Undertakings. 



APPENDIX I 

(Vi'de Recommendation Of Serial No. 10, Page 15) 

FOX & MONDAL 
SOLICITORS 

Ref. No. 11536/75 

Shri S. K. Bhattacharya 
Offi=er-on-Special Duty 
,Jute Corporation of India 

Dear Sir, 

12, Old Post Office Street, 
Calcutta-700001 

1st September, 19'75 

Private agents appointed by the Corporation during 1973-74 
season. 

Kindly refer to our discussions on 25th August. 

We have gone through the papers made over to us and con-
;sidered the same. 

The material clauses in the form of Agents' agreement shortly 
,are as follows:-

Clause 4 provides that jute will be purchased by the Agent 
from the growers directly at statutory price. 

Clause 6 provides that a cash receipt ahould be obtained from 
the growers declaring the grade and quality of jute purchased and 
the rates thereof and the total G'rice paid and the receipt will be 
.signed and dated by the growers. 

Clause 28 provides for indemnification and guarantee by the 
agent for quality, moisture and weight. 

Clause 31 provides for payment. Under it if on the receipt of 
the documents mentioned therein they are found in order and after 
such enquiry as may be deemed necessary the Regional Oftlce of 
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the Corporation shall with in 7 working days from the date of the 
receipt of the bill, t;)ay 90 per cent of the value of the jute deli-
vered. 

Clause 32 provides for payment of balance 10 per cent and also· 
provides that if the agent fails to (lay the deficit the Corporation 
will be entitled to retain and forfeit the babnce 100 per cent of the 
price. 

Clause 34 provides for payment of service charges to the Agent. 

Under Clause 35 the agent is bound to keep and maintain (.>ro-
per books of account recording all the transactions made by the 
Agent, under the saj,d agreement as also a regi.ster showing the 
names and addresses of the growers and is bound to give inspec-
tion to the Corporation of all registerSI, vOUlChers, bills, receipts 
etc. 

Clause 36 provides that the Agent shall not deal with any jute 
in any manner exc£Qt as an Agent on behalf of the Corporation 
without the consent and approval of the Corporation first and had 
obtained in writing. 

Clause 37 is in the following terms: 

In case of any default or neglect or breach of any of the terms 
and conditions on the part of the agent the Corporation shall have 
the right and be at liberty to forthwith determine these presents 
and to hold the Agent liable for all damages and ICOsts as may be 
suffered or incurred by the COT(lOration thereby. The Corporation 
in such cases w;i11 also be free to take such steps against the Agent 
under the law, as it may deem fit. 

Clause 38 provides for arbitration by an agreed arbitrator and 
in default by two arbitrators one to be appointed by such party. 

It is clear from the Agreement that one of essential terms 
thereof is that the Agent should purchase the jute direct from the 
growers anti nay them th~ statutory price and that he should ob-
tain cash receipts from them and maintain proper books of account. 
From the enqUiry made in respect of the two Agents Maheswari 
Brothers & Co. an,d Gouri Shankar Bhagawati Prasad it appears 
that they have not "unchased the jute from the growel'Sl and have 
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not purchased the jute from the growers and have prociIKed false. 
receipts and probably purchased jute at the market rate which was 
lower than the 9tat1ltOry pttee. 

Section 220, of the ContrBlCt Act i?rovides that any Agent, who 
is guilty of misconduct in the bUsiness of the agency, is not en-
titled to any rettluneration in respect of that part of business which 
he has misconducted. It has also been beld that if an Agellt makes 
a secret profit, he is liable not only to account for the OJeCret profit 
to the prill1cipal but to return the remunerat~on which he has re-
ceived in respect of the said transaction. In the present cases, 
therefore, the Agent, if they have made secret profits, are liable 
not only to account to the Jute Corporation for sQehprofits but 
will not be entitled to any remuneration from the Jute Corporation 
in respect of that part of the busineSiS which they have misconduc-
ted. 

Clause 37 of the Agreement also provides that in case of de-
fault or neglect or breach of the terms of the condition.;; on the 
part of the Agent the Corporation will have the right to determine 
the agency and to held the agent liable for damages. The Corpora-
tion will have the right to take such action against the Agent under 
the law as it may deem fit. 

If, therefore, it can be proved that the Agents have either 
purchased the jute at a lower price and made a secret profit or that 
they have not purtchased the jute from the growers at all but from 
middlemen and have produced false receipts and account, then 
the Jute Corporation is entitled not only to make the Agents ac-
countable for the secret profits made but also to obtain refund of 
the remuneration paid. 

There are, however, some pralctical diffi.culties in the matter. 
First of all, having regard to the very large purchases made from 
numerous per~ns it will be difficult and extremely expensive to 
provide that the purchase were made at a lower price than the 
statutory rate or that the receipts produced are fictitious. Secondly, 
it might be contended by the Agents that the Jute Corporation 
having made 90 per cent payment under Clause 31 must have made 
the necessary enquiry and satisfied itself. Moreover, there is an 
Arbitration Clause Of arbitration by the Arbitrators one to be nomi-
nated by each in case there is no agreement as to a single arbitrator. 
It i.;; unlikely that the Agent will agree to a single arbitrator and 
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-:the arbitrators are likely to disagree and refer the matter to an 
.umpire. The proceedings, before the Arbitrators and Umpire will 
be prolonged ones and it may take several years before the cases 
are completed either before the Arbitrators or before the Umpire. 

In the circumstances, it will be better to make an assessment 
of the secret profits that were made by the Agents and try to rea-
lise at least half the amount. The alternative course is to file 
criminal cases against the Agents for producing false receipts an.d 
keeping false accounts. If a complaint is made and there is an 
.enquiry by the police, it may be easier for the police to prove 
that the vouchers produced are false. 

The papers received from you are returned herewith. 
Yours faithfully, 

Sd. Fox & Mondal 



APPENDIX II 

(Vide Recommendation at serial No. 24, Page 24) 

Copy of note ~ted 6-11-79 regarding guidelines for depositing the
money in Banks 

At present four current accounts are CQerated by Head Office· 
at the following banks: 

Name of Bank & Branch 

1. Bank of India J. N. Roael 
Branch 

2. United Bank of India J. N. 
Road Bran/ch 

3. United Commercial Bank Bra-
bourne Road Branch 

4. West Bengal State Coop. Bank 
Waterloo Street Branch 

Purposes 

to meet day to day expenses 
of H.O. 

occasional remittances of 
funds to Purchase Centres 

in operative 

in operative 

According to the information available with the un.dersigned no' 
fund is allowed to remain idle in these bank a\ccounts. However, 
the undersigned is not aware of any Office Order giving guidelines' 
intended to regulate funds flow in these accounts. While the pur-
poses for which the accounts are used continue to be the same, it 
should be ensured that at any point of time there should not be 
any sum eXICeeding RI. 5,000.00 and RI. 500.00 allowed to remain in 
the current accounts at Nos. 1 &: 2 respectively for a period exceed· 
ing a week. 

The remittances in and out of the accounts 1 &: 2 are made 
under the supervision of DFM(PM) andlor DEM(MP). The res--
ponsibUity of regulating the bank accounts may kindly be dis.-
charged by them. 
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Regarding maximum balances to be kept in these accounts de-
-viations whenever nece9SBry should follow approval of the manage-
ment. 

4IICopy to: (l)FM(C) 

(2) DFM(P) 

(3) DFM(M) 

(4) An4(KB) 

Sd/ - D. Bhattacharya 
F.M./8-11-79 



APPENDIX III 

(Vide Recommendation at Serial No. 24 page 24) 

The Jute Corporation of India Limited 

1, Shakespeare Sarani 

Calcutta-700072 

No. JCI/F & A/RO Dated : 10-12-79 

CIRCULAR 

Sub: Regulation of funds in the Current A/Cs 

From time to time Field Offices have been advised to regulate 
flow of funds in the bank accounts maintained there in a manner 
so as to keep the incidence of idle funds, at minimum. For this 
purpose they have been instructed not to retain/ask for funds ex-
ileeding requirements of 10 days. Needless to mention that these 
requirements vary from time to time depending on the arrivals 
at the Centre, the price and purchase policy and other factors and 
the requirements, therefore, will have to be estimated very carefully 
90 that funds are not kept idle. 

Apart from keeping a watch on the utilisation of funds during 
the season, they are also instructed to refun.d the excess funds 
when the operation is over. It is requested that to minimise the 
expenditure on interest and with a view to ensuring optimum uti-
lisation of funds the Field OffiIces should regulate utilisation of 
funds in the above said manner. Managers and staff of the Fi-
nance Division posted at the fleld offices should ensure that these 
instructions are strictly adhered to. 

TO 

All Regional OfticeslDPCslSub-Centres 

lUI omters of the Corporation. 

• 

Sd/- (D. Bhattacharya) 
Finance !4anager 

.. . ., 
j 



APPSNDIX IV 

(Vide para 3 of Introduction) 

A:lillyais of the action taken.by Guvernment "n recommendatioas conhined 
in the 25th Report of Committee on P.lblic Undertakings (SixtlJ Lok 
Sabha) on J ute Corporation ofl ndia Ltd.-Shortcominp in the fl.UlCtioning 
ofJ.C.I. 

I. Total nwnber ofrecommendations 

II. Recommendations that have been acrep ed by the Government 
Serial Nos. I to 14, 17 to 22, 114. 26,117 and 119 

Percentage to total 8')% 

III. Recom.nendations which the Committee do not desire to puraue in view 
of Government',repli_Serial Nos. 1~,1I5 and 118 3 

Percentage to tOlMl 10% 

IV. Recommendations in respect of which replies of Government have not 
been accepted by the Commitlec- Serial N 01. 16, 113 and 30 :5 

Percentale to total t 0%. 
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