
c. P. U. No. 456 

COMMITTEE ON PUBLIC 
UNDERTAKINGS 

(1981-82) 

(SEVENTH LOKSABHA) 

THIRTY FIFTH REPORT 

• 

Action taken by Government on ~e recom-
mendatioJlS contaiaed in the Twenty-third Report of 
the Committee on Public Undertakings (Seventh 
Lok Sabha) 

On ... 
STEEL AUTHORITY OF INQIA LTD.-

IMPORT OF STEEL 

(MINISTRY OF STEEL & MINES-
DEPART\1ENT OF STEEL) 

Presented to Lok Sabha Oil t 3'" & ~ I.~" ') 

Laid in Rajya Sabha Qn:2 3 MAR 199? 

LOItSABHA SEC.RETARIAT 
NEW DELHI 

March, I'}B2!Phalguna, I90J (Saka) , 

Price: Re. I.OO 



LIST OF AUTHORISED "GENTS FOR THE SALE OF '\:.oK SABRA 
SECRETARI~T PUBLICATIONS 

ANDHRA PRADESH_ 10.' M &J Services. PubUshe1'8, 

1. Allc:lhra University .. General ~ 
operative Stores Ltd.. Waltair 
(Vlsakhapatnam) • 

• 'BIHAR 

2. MIs. Crown Book Depot • 
. Upper Bazar. 
Ranch! (Bihar). 

GUJARAT 

S. Vllay itores. 
StatiOn Road, 
Anard 

. MADHYA PRADESH 

.. Modern Book House. 
Shiv Vow Palace. 
Indore City: 

MAHARASHTRA 

5. W.. Swiderda. Gianchand, 
801, Girpum Road. 
near .' Princess Street, Bombay-2. 

•. The International Book House PVt.. 
9. Ash Lane, 
Mahatma Gandhi Road, 
Bombay-I. .. 

Y. The International Book Service, 
Deccan Gymkhana, 
Poonl-t. 

8 The Current Book' House, 
Maruti Lane, Ra,hunath Dadaji 
Street, 
Bombay-I. 

II, MIs. Usha Book DePOt. 
5851 A. Crura Bazar Khan HoUle, 
GIr,aurn Road, 
Bomba~·-2. 

Representatives Accounts .'" 
Law Book Sellers.· . 
Babri Road. 
Bombay-IS. 

11. Popular Book Depot, 
Dr. Bhadkamkar Road, 
Bonibay-400001. 

MYSORE 

12. MIs. Peoples Book Houae. 
OPP. Jaganmohan Palace, 
Mysore-l. 

UTTAR PRADESH 

13. Law Book Company. 
sardar Patel Mars, 
Allahabad-I. 

14. Law Publishers, 
Sardar Patel Marg, 
P.B. ,No. 77, 
Allahabad-U.P. 

WEST BENGAL 

1$, Granthaloka, 
. 5/1, "mbica Mookherjee Road. 

Belgharia. . 
24-Parganas. 

16. W. Newman '" ComP8Jl7 Ltd, . 
II. Old Court House Street, 
C&tcutta. -

17. Mrs. Manimala, Buys & Sen.. 
128 Bow Bazar Street. 
Cal~tta-12.· . 

DELlII 

. 18. Jain Book Agency, 
Connaught Place, 
New Pelhi. 

19. MIs: Sat Narain a. Sons. 
3141. Mohd. Ali Bazar 
Mon Gate. ' 
Delhi. 



C ORJiIG:G!;; DA 
TO 

35TH H.EPOIiT Gf' l'E:8 ca':'_H'1S"; OJ\" 
PUBLIC mmBp.TP.KlllGb( 7TH lOt: SABEA) 

~ para Line 

11 1 
14 5 

. (HEL) 
SILt s 

CHSL) 
SAIL's 



CONTENTS 

tCOIrPOIITION op TH.! a-n.." 
,COM?ClIlT[ON 0' TfIE SUB COIOIITr£a ON AariON TAJt&N' 

I. Report 

I!. Recommendations tbat bave been accepted by Government 

III. ReCOlJUllendatioDi which the Committee do not desire to pursue 

(iii) 

(v) 

(vii) 

5 

in virew of Gowmment's replies. 7 

IV Recommendation. in respect of which replies of Government have 
not been accepted by the Committee. 8 

V. Reco.nm.ndations in re.pect of which final replies of Government 

.,\rPEN'DIX 

are awaited. 13 

Analy.i. 01 action taken by Government On the recommendation. 
contained in the Twen~~ Report of the Committee on 
Publ;,; U"derta1cin~ ( th Lot Sabha). •. 15 



COMMITTEE ON PUBI.JC UNDERTAKINGS 
(1981-82) 

Shri Bansi La! 

MEMBERS 

2. Shri Gulam Nabi Azad 
3. Shri Niren Ghosh 
4. Shri Harikesh Bahadur 

*5. Shri Arif Mohammad Khan 
6. Shri S. M. Krishna 
7. Shri B. K. Nair 
8. Shri Rameshwar Neekhra 
9. Shri Hirala! R. Parmar 

10. Shri Darur Pullaiah 
11. Shri Nagina Rai 
12. Shri K. Ramamurthy 
13. Shri Ravindra Varma 
14. Shri Chandradeo Prasad Verma 
15. Shri Phool Chand Verma 
16. Shri Lal K. Advani 
17. Shri Swami DineshChandra 
I~. Shri Piare Lall Kureel urf Piare Lall Talib Unnavi 
19. Shri R. R. Morarka 
20. Shri R Ramakrishnan 
21. Shri Shrikant Verma 
22. Shri Ramanand Yadav 

SIlCRETARIAT 

Shri H. G. Paranjpee-Joint Secretary. 
Shri T. R Krishnamachari-Chief FinanCial Committee 

Officer. 
Shri S. C. Gupta-SeniOr Financial Committee OfJicer. 

*Ceased to be a member consequent on his appointment as Deputy 
:Minister on 15 January, 1982. 

(ill) 



SUB-COMMITrEE ON ACTION TAKEN OF THE COMMITTEE 
ON PUBLIC UNDERTAKINGS " 

(1981-82) 

1. Soo Bansi Lal-Chairman 

2. Shri R. R. Morarka-Convener 

3. Sbri Harikesh Bahadur 

4. Shri B. K. Nair 

5. Shri Darur Pullaiah 

6. Shri Nagina Rai 

7. ~ K. Ramamurthy 

8. Shri Lal K. Advani 

t. SOO Sbrikant Verma 

(v) 



INTRODUCTION 

I, the Chairman. Committee on Public Undertakings having been 
a.uthorised by the Committee to submit the Report on their behalf, 
present this 35th Report on Action Taken by Government on the 
recommendations contained in the 23rd Report of the Committee on 
Public Undertakings (Seventh Lok Sabha) on Steel Authority of 
India Ltd.-Import of Steel. 

2. The 23rd Report of the Committee on Public Undertakings was 
pre~ented to Lok Sabha on 30 April, 1981. Replies of Government 
to all the recomm~ndations contained in the Report were received 
on 29 September, 1981 The replies of Government were considered 
by the Action Taken Sub-Committee of the Committee on Public 
Undertakings on 4 March, 1982. The Report was finally adopted by 
the Committee on Public Undertakings on 8 March, 1982. , 

3. Analysis of the Action Taken by Government on the recom-
mendations contained in the Thirty-fifth Report of the Committee is 
given in the Appendix. 

NEW DELHI; 
March 9, 1982 
Phalguna 13, 1903 (Sak4) 

BANSI LAL, 
C'h4irman, 

Committee on Public Undertakings. 

(vii) 



CBAPTER I 

REPORT 

The Report of the Committee deals with the action taken by 
Government on the recommendations contained in the Twenty-third 
1teport (Seventh Lok Sabha) of the Committee on Public Under-
takings on Steel, Authority of India Ltd.-Import of Steel which 
was presented to Lok Sabha on 30 April, 1981. 

2. Action Taken notes have ·been received from Government in 
respect of all the 7 recommendations contained in the Report. These" 
have been categorised as follows:-

(i) Recommendations/Observations that have been accepted: 

Serial Nos. 1 and 7. 

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

Serial No.3 .. 

(iii) Recommendations/Observations in respect of which replies 
of Government have not been accepted by the Committee: 

Serial Nos. 2, 5 and ~. 

(iv) Recommendations/Observations in respect of which final 
replies of Government are still awaited: 

!erial, No. 4. 

3. The Committee will now deal with the action taken by 
Government on some of their recommendations. 

A. GuideliDes for the eaaaliMng ageoey fuaetion 
Recommendation No. 2 (PlI1'IIgI'8pil 2) 

4. The Committee had observed that the Import Clearance Cell 
of the SAIL did not appear to verify the genuineness of the users 
at the time of clearance before registering their demands. Further, 
there was not even a test check of the end-use of the imported 
materials. The Committee noted that instructio!l5 regarding the 
checks to be exercise. and follow-up action to be taken by SAIL 
were not issued by the Administrative Department. 
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5. In reply. government ha\"c stated that the policy guidelines 
for functioning of the canalising agency are incorporated in the 
policy book itself and in the Handbook of Import Export Procedures 
published by the Dep:lrtment of Commerce. The Monitoring Com-
mittee under the chairmanship of Chief Controller of Imports & 
Exports is responsible for overseeing the functioning of the canali-
sing agencies. Additional guidelines to eanalising agencies are 
given by this committee as and when required. 

6. Unfortunately the Committee do not get any idea whether the 
cllnalising agency, SAIL, was expected to varify the genuineness 
of the users and to have a test cheek of the end-use of the imported 
m,aterials either under the Policy Book or the Handbook of Import 
Export Procedures or whether additioilal guidelines to canalising 
agencies given by the Monitoring Committee eov8red such checks 
and follow-up action by SAIL. They would, therefore, like the 
position to be verified and additional guideline.>, if neccsnry, issued 
~~~~ . 

R. Improvement to the import mechanism of SAIL. Reeommenda-
tion No.5 (Paragraph 5) 

7. The Committee had pointed out that the market price of 
prodl;cts of mini steel plants, rerollers and traders, which a.re 
outside the purview of the JPC, was not monitored by the SAIL. 
Since there is no check by the canalising agency, SAIL, to ensure 
that there is no resale of imported steel, there was possibility of the 
so:alled 'users' profiteering, taking advantage of the higher .open 
market price. In this connection, they had referred to the press 
reports regarding widespread existence of bogus users, availability 
of JPC categories of steel in the open market at a very high price 
and a huge difference between the SAIL stockyard price and the 
open market price, which was appropriated by the middlemen 
generating unaccounted money. On the whole, the Committee had 
received an impression that the import mechanism of SAIL was 
not working satisfactorily. They had, therefore, recommended that 
the ba;:k-to-back arrangement of imports should be critically 
reviewed to ascertain whether it was still relevent and if so, it 
should be altered in a manner that it left no room for any malprac-
tice. They had further desired that the Import Clearance Cell 
should be located outside the SAIL or at least located outside the 
CMO of SAIL. 



8. In reply, government have, inter-alia, stated as follows:-

"It may be that in certain cases, the price of imported 
material Under 'back to back' arrangement may be less 
than the open market prices. But this is true of buffer 
imports or, for that matter, indigenous materials also. 
As regards misutilisation of materials, there are enforce-
ment .ncies to take necessary action, whenever such 
cases come to notice. In the case of indigenous materials, 
it is the organisation under the Iron and Steel Controller. 
In the case of imported materials, it is the organisation 
under the Chief Controller of Imports and Exports. 

Buffer imports have necessarily to be limited to the items for 
which most of the supply is from indigenous sources. 
The revenue implications and the availability of funds 
in the import equalisation fund are the major constraints 
in deciding buffer import. For hack-to-back imports 
there is no such limitation. Therefore, all import cannot 
be Under buffer scheme and back-to-back arrangements 
has to cont··'·,e. No malpractice by the eanalising agency 
under the back-to-baek arrangements has been esta-
blished so far and reported to Government. Therefore. 
the existing arrangement with overall supervision by the 
Monitoring Committee under the chairmanship of 
CCI&E is considered adequate." 

9. The Committee n~ed hardly . point out that the price of 
impOrted mateTiais WIder back-to-back arrangement being less 
than the open market p,rice is not the /lame as the lessor import 
priCe o£ a buffer import. Whereas buffer stocks are sold at an 
equated price applieab1e to both indigenous and imported steel the 
arivantage of a lessor import price in the ease of back-to-baek 
arrangement accrues to the individual importer. The Committee. 
therefore, feel that there need be no baek-to-back import of any 
canalised category of steel wh3re the international price inclusive 
of import duty is lower than the domestic price and· that there 
should be buff~ import instrod. 

10. The Committee have reason to oolieve that there is wide-
spread maipraetice on the part of the indhidual importers under 
the back-to~bHk arrangement. They, therefore, desire that ade-
.. uate safeguards should be provided in the system in consultation 
with the Ministry of Commerce ~d the Monitoring Committee 
under the chairmanship of CCI&E. 
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11. TIle Conmlittee ;regret that the reply of government is silent 
... the -point tllat the Import C1eu11Dee Cell sbouId. be located. out-
side the SAIL 01' at least 0IJtaide the ClIO ef the SAIL. The Com-
mittee, therefClll'e, are cOJJ~'trained to ftiterate that the I'IIIport Clear-
ance Cell should be made indeponllent of the CMO; • 

C. Direct import of canalised ita. 

Recommendation No. 6 (Paragraph 6) 

12. Taking note of a decision to allow individual users to directly 
import 1.5 lakh tonnes of HR sheets/coils on 'no objection certi-
ficates' obtained from the SAIL and apprehending the possibility 
of malpractice in allowing such large-scale direct imports, the 
Committee had felt that normally the import of a canallsed item 
should be only }through the canalislng agency and in exceptional 
cases if direct imports were allowed, sufficient precautions should 
be taken to Bee that there were no malpractices. 

13. In reply, government have stated as follows: 

"There are a large number of items which are not canaliserl 
for import at all. The cases, where No Objection Certi-
ficates (NOC) are issued by a canalising agency, thus 
enabling the parties to import direct are on the same 
footing as the cues of those items wbich are not canalised 
at all. The possibility of malpractices is no greater in 
respect of the NOC cues than in the cases of items which 
are not canali,sed at all. The Import policy recognises 
that there may be cireumstances where direct import may 
have to be made even of canalised items and provision 
exists for allowing this where circumstances :warrant." 

14. Tbe c-mittee would reiterate that in exceptional cases if 
cIiJec:t imports of a aanaUsed items are allowed, sullic:ient precau-
u.. -..aId be taken to _ that theN are lItO malpnd1ees,,, tile 
very parpo!Ie of canaliBiDg of c:erta1n items is to obviate maIpraetiees 
in imports pcaib1e on such itemlf. 



CIIAPTD n 
RECOMMENDATIONS THAT HAVE BEEN ACCEPrED BY 

GOVERNMENT 

a-n-ciatien (SeI:W No.1, Parapaph 1) 

In order to meet tbe gap· between the demand and indigenous 
supply, large quantities of iron and steel are allowed to be imported. 
The imports are mostly made by SAIL Certain categories are also 
directly allowed to be imported by the actual users. The imports 
by SAn.. are under (i) btdfer and (ii) back-ta-back schemes. The 
total imports by the SAIL are of the· order of about 550 crores per 
annum. The buffer imports introduced in 1978-79 are duty-free 
and are pooled togetber with the domestic production for sale at a 
unifonn stockYard price as per the JPC allocation. The SAIL is 
the canaUsing agency for imports of the categories of iron and steel 
not allowed to he imported direct by the users. These imports are 
made under the back-to-back arrangement, which was introduced 
long ago (1970). The materials imported under this arrangement 
are sold to the users on the high seas at the same price at which 
each import order is finalised and a service charge of 4 per cent of 
the value is recovered by the SAIL. The Committee's examination 
of the imports and allocation thereof among the users revealed a 
.number of shortcomings. 

Reply of the Government 

SAIL is the canalising agency for import of all canalised items 
of steel other than stainless/beat resisting steel plateslsheetslstrips: 
coils. .Back-ta-back arrangement is a working arrangement of the 
,canal ising agency. 

[Department of Steel O.M. No. SC-DIm-14(IJ/RI 
dated 28th September, 1981] 

~mmendation (Serial No.7, Paragraph '7) 

In the past the international prices of iron and steel were higher 
than the SAIL stockyard prices. The Department of Steel has been 
taking up with the Ministry of Finance to get cent-per-cent duty 
.exemption on the buffer imports. The cost of the domestic produc-

5 
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tion having gone up now and there being a glut in the international 
iron and steel market resulting in prU:ereduction, the difference 
between the c.i.f. price of imports and the domestic stockyard price 
has narrowed down since July 1980; for some categories the c.i.f. 
price i~ lower. It should be noted that the stockyard prices have 
been considerably raised in February 1981. In such a situation, full 
duty exemption was not warranted. Admittedly, theCMO ·of the 
SAIL is not sens!tive to international price movements and there 
has been no feedback on price situation to the Department of Steel. 
Thus the Committee are left with an impre&.>ion that there being 
no effective market intelligence, the relevant ingredient for decision 
making is conspicuous by its absence. The Committee desire that 
this lacuna should be removed and the scheme of duty exemption 
reviewed forthwith. 

Reply of the Government 

The recommendations of the Committee have been noted. SAIL 
have made arrangements to collect such informations on inter-
national prices as are relevant to the needs of Central Marketing 
Organisation (CMO) in the context of its functioning for import 
of steel. Though the difference between the prices of imported 
materials at consumers site and the domestic stockyard prices have 
narrowed down, the .imported prices in most of the categories con-
tinue to rule higher. The duty structure and the need for duty 
concession/exemption ate reviewed by. the Ministry of Finance, 
Department of Revenue from time to time, wherever necessary, in 
consultation with the Deptt. of Steel. In one such review in April 
19a1. the import duty on carbonsteeJ billets, bars and rods anj 
wire rods was increHsed. However, wherever situation warrant 
duty exemption have to be allowed. 

[Department of Steel O.M. No. SC-DllB-14(1) 181 
dated 28th September, 1981] 



CIIAP'l'ER m . 

RECOMMENDATIONS/OBSERVATIONS WHICH THE COM~ 
MITTEE DO NOT DESIRE TO PURSUE IN VIEW OF THE 
GOVERNMENT REPLIES 

Recommendation (Serial No.3, Pangraph 3) 

In terms of import policy/procedure the. quantities cleared for 
imports by the Import Clearance Cell are required to be registered 
with the SAIL, depositing Rs. 00,000 or 2 per cent of the c.i.f. value 
whichever is leGS. However, these formalities are not strictly 
observed in all cases. The Committee note that unrestricted 
imports of certain categories of steel have of late taken place. In 
some cases of imports normal purchase procedures have not been 
followed. Purchases h,ave been made on private negotiations on 
unsolicited offers. TheSe have given room for certain doubts regard-
ing the bonafides of the purchases. 

Reply of the Government 
The canalisation procedure does not restrain the canalising agency 

from going in for advance import arrangem~nts for the canalised 
items, if in its own assessment of the anticipated import require-
ments such advance planning is necessary. In fact, the foreign ex-
change budgeting is done on that baSis and the foreign exchange 
releases are also made in advance. 

No unrestricted imports have taken place. Imports were made 
in the backgroWld of substantial shortfallS in domestic productior:. 
which lead to large unsatisfied demands. By and large, SAIL 'has 
been following the limited tendering procedure for purchases. In 
isolated cases commercial COnsiderations and the need to break the 
cartel formed by foreign suppliers, made SAIL favour departure 
from tendering procedures. That cases may arise where ncgotia-
tions may be justified has been recognised and approved by the 
SAIL Board subsequently. One of the purposes of canalisation is 
to secure favourable prices for imports; and fiexbility of procedures 
particularly in face of cartels, is essential to achieve this purpose. 
In the present case the orders of H.R. Coils were IXaced at prices 
lower than those secured by SAIL on earlier or later tenders. 

[Department of Steel O.M. No. SC-DIIB-14 (1) /81 
dated 28th September, 1981J 

7 



RECOMMENDATIONS IN RESPECT OF WInCH REPLIES OF 
GOVERNMENT HAVE NOT BI'.EN ACCEPTED BY THE 
COMMITTEE 

Recommemhltion (Serial No.2. Paragraph Z) 

The imports are subject to a foreign exchange ceiling. The 
category-wise quantum of imports under the buffer scheme is setUed 
by Government in view of the duty exemption ott such imports. 
However, the allocation of imports under the back-to .. back arrange-
ment is left entirely to the SAIL. There are no policy guidelines in 
this regard issued by the Government to the SAIL. An Import 
Clearance Cell is located in the SAD.. itself. The users desiring 
imports through SAIL under this arrangement have to get the 
clearance of the Import Clearance Cell before registering their 
demands. The Cell did not appear to verify the genuineness of the 
users. There was not even a test c:lu!ck of the enduse of the impor-
ted materials. 'It is, therefore, surprising that the Administrative 
Department did not consider it necessary all these years to issue 
any. instruction regar&ng the chec:ks to ~ exercised and follow-up 
lction to be taken by the SAIL. 

Beply of the Govermnent 

The foreign exchange ceiling can be revised upward by allotment 
of additional foreign exchange. as and when required by the canalis-
ing agency. The Import Policy itself does not place any limit on 
the quantities which can be imported in respect of canalised items. 
The po1icy guidelines for functioning of the canalising agency are 
incorporated in the policy book itself and in the Hand Book of 
fmport-EXP9rt procedures published by the Deptt. of Commerce. The 
canalisation function is performed by SAIL by virtue of powers 
ve~d in it under the import trade control policy /procedure 
announced under Import Trade Control ActlOrders. These proce-
dures do not empower administrative ministry to issue additional 
instructions/guidelines to the canalising agency for performing its 
function in the canalisation field. The Monitoring Committee under 
the Chairmanship of Chief Controller of Imports & Exports 

8 
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(CCI&E) is responsible for over-seeing the functioning of the can-

. &ising agencies. Additional guidelines to Canalising Agencies are 
given by this Committee as and when required. 

[Department of Steel O.M. No. SC-DIlB-14 (1) /81 
dated 28th September, 1981] 

Comments of the CommUttee 
(Please see PlITagraph 6 of Chapter I of the Report). 

Recommendation (Serial No.5, Paragraph 5) 
The users getting imported steel under the back-to:'back arrange-

ment undoubtedly get an advantage, when a comparison is made ot 
the landed cost with the open market price in the country. The 
market price of products of mini steel plants, rerollers and traders, 
whleh are outside the purview of the JPC, is not monitored by the 
SAIL. A perusal of open market prices quoted by the 'Economic 

, Times' in the recent past shows that these were much higher than 
the landed cost of imports under the back-to-back arrangement. 
Since there is no check by the canalising agency, SAIL to ensure 
that there is no resale of imported steel there is possibility of so-
called 'users' profiteering, taking advantage of the higher open 
market price. In fact, according to reports appearing in the Press 
there is widespread existence of bogus users, availability of JPC 
categories of steel in the open market at a very high price and a 
huge difference between the SAIL stockyard price and the open 
market price, which is appropriated by the middlemen, generating 
unaccounted money'. On the whole, the Committee have received 
lin impression that the import mechanism of SAIL, is not working 
satisfactorily. The Committee, therefore, recommend that the 
back-to-back arrangement of imports should be critically reviewed 
to ascertain whether this arrangement is still relevant and whether 
the entire 'imports could be made under the buffer scheme. If it is 
found to be relevant it should be altered in a manner that it leaves 
no ;oom for any malpractice. Detailed guidelines should also be 

. issued to the SAIL inter alia laying down the nature of checks to 
be exercised and·the criteria for allocation of imports. In this con-
nection the Committee also desire that the Import ClearalKle cell 
should be located outside the SAIL, preierably 'in the Department 
of Steel. If it is not possible it should be at least10cated outside 
the CMO of the SAIL, say, in' the head office of the SAIL. The 
organisational strueutre and the delegati01'l Of pOWVII in the CMO 
of t'he SAlL should. al£'O be rationalised. Except in very exceptional 
eases imports should be made only on the basis of tenders. The 
Committee further recommend that on the basii of a thorough review 
of the present import mechanism in the SAIL, Government should 

3618 LS-2 
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also consider seriously the basic issue whether a production enter-
prise, which the SAIL is, should at all be entrusted with the respon-
sibility of canalisation of imports. 

Reply of the Government 

"Back-to-back" arrangement is hot something new or special for 
steel imports this is the normal way canaIised imports are done. The 
term "ba<;.k-to-back" is used merely to distinguish it from'''buffer'' 
imports. It is "buffer" import which has been specially devised and 
where the imported material is issued to actual users at the same price 
as indigenous material. 

It ~ay be that in certain cases, the price of imported material 
under "back to back" arrangement may be less than the open market 
prices. But tI:ris is true of buffer imports or, for that matter, indi-
genousmaterials also. As regards misutilisation of materials, there 
are enforcement agencies to take necessary action, whenever such 
cases come to notice. In the case of indigenous materials, it is the 
organisation under the Iron and Steel Controller. In the case of 
imported materials, It is the organisation under the Chief Controller 
of Imports and Exports (CCI&£). 

Buffer imports have necessarily to be limited 'to the items for 
which most of the supply is from indigenous sources. The revenue 
implications and the availability of funds in the import equalisa-
tion fund are the major constraints in deciding buffer impol"t. 
For back to back imports there i6 no such limitation. There-
fore, all import cannot ~ under buffer scheme and back to 
back arrangements has to continue. No malpractice by the canalis-
ing agency under the back to back arrangements has been established 
so far and reported to Government. Therefore, the existing arrange-
ments with overall supervision by the monitoring Committee under 
thl' Chairmanship of CCI&E is considered adequate. -

The import policy itself provides for registration of the require-
ments and supplies according to phased requirements of the users. 
Therefore, a separate set of guidelines from Govemment for opera-
tion of canalised system is not considered necessary. Such guide-
lines may result in duplications. 

The decision regarding canalisa1lion of tmport of carbon steel 
items in the canalised list was taken on 28-2-1970 in a joint meeting 
between the Ministers of Foreign Trade and Steel & Mines. The 
canaUsing agency for 'carbon steel at that time was Hindustan Steel 
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Ltd. (HEL). The decision for canalising these items through HSL 
at that time was based inter-alia on the grounds that it had intimate 
knowledge of requirements of the steel user industry, the capacity 
of various steel producers abroad, the net-work of stockyard all 
over the country to facilitate easy distribution etc. In 1974, when 
SAIL International Ltd. (SAIL) was constituted, the canalising 
functioning of iISL was transferred to it. That organisation 
special,ised in marketing of steel products in the country and abroad. 
With the re-organisation of SAIL in 1978, SAIL ceased to be separate 
company and SAIL itself became the canalising agency. With its 
long experience in steel imports and marketing, Central Marketing 
Organisation (CMO) of SAIL is best suited to handle the bulk 
import of canalised items, not only the carbon steel but stainless 
steel as well 

This Department being responsible for development of steel 
industry within the country particularly in the organised sector 
and meeting the steel requirements of the nation, a change of canali-
sing agency to some other organisation like the Minerals & Metals 
Trading Corporation of India Ltcl. fMMTC) may give rise to coor-
dination problems as had been evidenced in the past, even in the 
matter of import of stainless steel plates, sheets and strips by MMTC. 
If administratively Department of Steel is to remain responsible 
for feeding the economy with adequate supply of steel, it is essen-
tial that the canaIising agency remains one of the public sector 
units administered by the Department of Steel. At present there 

is no other undertaking under the Department more appropriate 
than SAIL (CMO). 

SAIL has, to improve the operational arrangements, shifted the 
imports division of CMO to Calcutta. It has also appointed a Direc-
tor (Marketing) to head CMO, SAIL. Guidelines for import of 
steel have been laid'down by them and they are being followed in 
day today activities of import division. The delegation of powers 
have been reviewed and powers have been delegated to officers 
at appropriate levels to facilitate quicker decision with the frame-
work of the guidelines. 

[Department of Steel O.M. No. SC-DIIB-14 (1) /81 
dated 28th September, 1981) 

Comments of the Committee 

(Please see Paragr~phs 9 to 11 of Chapter I dl the Report) 

Recommendation (Serial No, 6) Paragraph 6) 
. ~ugh the Secretary, Department of Steel, took the position 

inItIally that the imports were canalised through SAIL in view of 
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b1.l.lking advantage. he conceded that the idea was to obviate mal-
practices in imports. The Committee note that a decision has been 
taken recently to allow individual users to directly import 1.5 lakh 
tonnes of HR sheets/coils on 'no objection certificates' obtained 
from the SAIL. The Committee apprehend the possibility of mal-' 
practice in allowing such large-scale direct imports. They feel that 
normally the import should be only through the canalisiDg agency 
and in exceptional cases if direct imports are allowed sufticient pre.-
cautions should be taken to see that there are no malpractices. rt 
is unfortunate that reportedly the SAIL could not make tbe imports 
expeditiously and direct imports of this . order had to be allowed 
which also entailed a loss of commission of about Rs. 75 lakhs for 
the SAIL. 

Reply of ,be Government 

There are a large number of items which are not canalised fM 
import at all. The cases, wher.e No Objection Certificates (NOC) 
are issued by a canalising agency, thus enabling the partiee to im-
port direct are on the same footing as the cases of mose items which 
ax:e not canalised at all. Tbe possibility of malpractices is no great-
er in respect of the NOC cases than in the cases of items which are 
not canaUsed at all The Import Policy recognises that there may 
be circumstances where direct import may have to be made even 
of canalised items and provision exists for allowing this where cir-
cumstances warrant. • .-.... ': "" ~. '. 

[Department of Steel O.M. No. SC-Dm3-14(1)/o/n 
dated 28th September. 10981] 

Comments oj the Committee 

(Please see P8i"agrapb 14 of the Chapter I of the Report). 



CBAPTEBV 

~OI/WENDATlONS IN RESPECT OF WHICH FINAL REPLIES 
. . OF GOVERNMENT ARE STILL AWAITED 

Recommendation (Serial No.4,) (Paragraph 4) 

The CommiUee weat into a speciJic case of imports of 25,000 
tlinBSaf: HR slIeets in cOils from a French firm through an Indian 
agent. The relevant purchase order was pla-ced on the firm on 
22"Qgt.t,)ber, l:980. The Chau-man, SAIL inforl;ned the Committee 
that he was personally against purchases on private negotiations 
and that he had to accord post-facw approval as he thought the 
order had already been placed. However, it turned out that only 
a letter of intent subject to reconfirmation had been issued before 
the orders of the Chairman were taken. There was anoth~r -case 
of impor~ of 5018 tonnes of galvanised sheets from a South Korean 
firm where no approval of the chairman was sought for. There pur-
chases were preeeded by significant changes of officers dealing with 
imports: ia the C. M.. O. of SAIL. These changes were made by the 
Commercial Director, SAIL, who, according to the Chairman, SAIL, 
had no authority to make such changes. Though the Commercial 
Director is the top Executive for the C. M. 0., he had sub-delegated 
all his powers in regard to imports to subordinate ofBcers even 
before the powers were formally delegated to him by the Chair-
man, SAIL. The import from the French firm, which was to be 
under the back-te-back arrangement, was subsequently converted 
mostly as buffer import. The circumstantial evidences that mainly 
led the Commi*tee to entertain some doubts about the bonafides 
of the purchase from the French firm were (i) undue secrecy and 
haste in negotiation, (ii) easy accessibility of the officials concerned 
at a place other than th~ir headquarters to the Indian agent of the 
French firm (iii) failure to clarify to the Chairman. SAIL that firm 
order had not been placed when "ex-post-facto" sanction was given 
by him, and (iv) visit of the official concerned to the French firm 
in Paris after placement of order, though the Committee were inform-
ed that no foreign visit had taken place in connection with imports. 
The Committee did not go into the purchase from the South Korean 
firm in such detail. However, they understand that both the cases 



of purchases from the French firm as well as from the Korean firm, 
lire under investigation by the C.B.!. The Committee would await 
the outcome. 

Reply of the GOvernment 

The proposal for Chairman SIL's approval mentioned that the 
order was subject to re<:onfirmation. On this approval was accord-
ed by Chairman. Only thereafter was this order reconfirmed. 

The Chairman has also given reasons indicating why he consider-
ed the direct negotiations justified even though he was according 
"post facto" approval. Regarding other observations, the matter is 
being looked into. 
[Department of Steel O.M.N. SC-DllB-14(1)j81 dated 28th September, 
1981] 

NEW DELHI; 

March 9, 1982 
Phalguna ~i903 (Sakcl) 

BANSILAL 
Chairman 

Committee on public Undertakings 



(pide Para 3 of Introduction) 

"lIdiyri, .., kliDn T .... by Goom!tMnt 011 "" rtlcomrnnul4tion COIIlained in "" 
T lIM"" T1tird &/10" oj lit. CtmutoUt- on Publi. Undn1iJk;n", 

(Sewnth Lok Sabha) . 

I. Total number of re<"ommendationl made 

II. Reconunendations that have been accepted by Government (r:ide 

7 

",commendation. at S.NOI. 1 and 7) 2 

P"rcentage to total 29% 

III. Recommend'ltions which the Committee do not desire to pursue in 
view of Government reply (vide recommendation at S. No.3) • 

Percentage to total • 14 % 

IV. Recommendations in relpect ofwhicb replies of Government have 
not been accepted by tile Committee (!!ide f'!Commendattona 
at S. Nos. 2, 5 and 6) 3 

Percental" to total • 4J % 

V. Recommendations in respect of whirh repli .. of Government are 
still awaited. . . . •. ... 

(Vu. recommentlation at S. No.4' 

Percentage to total 

GMGIPMRND-LS 11-3'518 LS-15-3-28-1125. 

14% 
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