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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf this 30th Report on the 
action taken by Government on the recommendations of the Public 
Accounts Committee contained in Chapters I to I11 of their 50th 
Report (Third Lok Sabha) on "Export Promotion Schemes and 
Allied Matters" relating to the Ministry of Commerce. 

2. On 12th June, 1968, an "Action Taken" Sub-committee was 
.appointed to scrutinise the replies received from Government in pur- 
suance of the recommendations made by the Committee in their 
earlier Reports. The Sub-committee was constituted with the follow- 
fng Members: 

1. Shri D. K. Kunte-Convener 
2. Shri C. K, Bhattacharyya 
3. Shri R. K, Nayar 
4. Shri Narendra Kumar Salve 
5. Shrimati Tarkeshwari Sinho 
6. Shri N. R. M. Swarny 

3. The draft Report was considered and adopted by the Sub-Com- 
mittee a t  their sitting held on 20th July, 1968 and finally adopted by 
the Public Accounts Committee on 12th August, 1968. 

4. For facility of reference the main conclusions/~ecommendations 
of the Committee have been printed in thick type in the body of the 
Report. A statement showing the summary of the main recommen- 
dations /observations of the Committee is appended to the Report 
(Appendix XI). 

5. The Committee place on record their appreciation of the assis- 
h c e  rendered to them in this matter by the Comptroller and Audi- 
tor General of India. 

Chairinan, 
Public Accounts Committee. 



REPORT 

(i) Genttvll I 

This w r t  of the Committee deals with the action taken by 
Government on the recommendations observations contained in 
their 50th Report (Chapter I-111), (Third Lok Sabha), which was 
presented to the House on the 26th April, 1966. 

1.2. It would be seen from the 50th Report of P.A.C. (Third 
Lok Sabha) that the Arst three Chapters concern the Ministry of 
Commerce and the Fourth Chapter relates to the Department of 
Iron and Steel. Some of the Action Taken notes received from the 
Department of Iron and Steel have been commented upon by the 
Public Accounts Committee in their 56th Report (Third Lok Sabha). 
Further, a Committee of Enquiry on steel transactions had been 
appointed by Government in accordance with the recommendiltions 
of the Public Accounts Committee contained in pasa 4.167 (S. No. 
97) of their 50th Report and para 2.30 of 56th Report (Third Lok 
Sabha). A copy of the resolution of the Government dated 12th 
Septembers, 1966 constituting the Commit tee of Enquiry on Steel 
Transactions is at Appendix I. Action taken notes on the recornmen- 
dations/observations included in Chapter IV of 50th Report and 
those of 55th and 56th Reports, will be examined on the basis of the 
findings of the Committee of Enquiry on Steel Transactions and the 
Government's action taken thereon. A separate Report would be 
presented to Parliament thereafter. 

1.3. The first three chapters of the 50th Report. contained 52 re- 
commendations/observations. Government have sent an interim 
reply in respect of only one of these recommendations/observations 
which appears at S. No. 24 (Para 2.38) of Appendix XLV of the 
Report. The replies received in respect of the remaining recommen- 
dations/observations have been categorised under the following 
heads: -- 

I. Recommendations/obsefvations that have been accepted by 
the Government. (S. Nos. 1-7, 9, 12-16, 18-19, 21, 23, 
25-32, 38-39, 41 and 47). 

Re~ommendations/observatims which the Committee do 
not desire to pursue in view of Government's reply. 
(8. Nos. 8, 17, 20, 33-47, 46, 42-46, -2). 



1.4. The recornmendatiom in respect of which G o s * m a t ' s  re- 
have not been accepted by the Committee and whtch nquire 

reiteration haw been dealt with in thb Chapter. 

(ii) Export Promotion Scheme-hss due to non-forfeiture of 
Bonds-patar 1.34 & 1.36 of the 50th Report of Pubk Accounts 
Committee-Thtrd Lok Sabha ( S .  Nos. 10 & 11). 

1.6. In their Fiftieth Report (Third Lok Sabha), the Committee 
had highlighted some instances of default by licencces of their ex- 
port obligations under the Art Silk Export Promotion Scheme. The 
default resulted in 8 shortfall o f  foreign exchange earnings to the 
tunt of R8. 5.29 cmres. The C o d t t e e  had then raised the question 
why bonds/undertakings totalling Rs. 151 crores given by the lcen- 
ceea to guarantee their export performance were not forfeited by 
Government. In th i s  context they had made the following observa- 
tions In para 1.36: 

"In view of the large amount involved, the Sub-committee 
desire that the whole matter should be thoroughly in- 
vestigated without any loss of time with a view to 
Axing responsibility, taking appropriate action against 
the defaulting ofticers, adopting suitable preventive 
measurcs against occurrence of such cases in future 
and retrieving the loss caused to foreign exchange/pub- 
lic exchequer to the extent possible." 

1.7. In the action taken notes furnished by the Ministry of Com- 
merce vide their O.M. No. 7(3) Tex. F./66, dated 4th Nov., 1966, the 
Mfnfstry while a p e i n g  to investigate the points raised by the 
Commlttce, stat& intet-aZiu as follows: 

"Government would like to respectfully point out that the 
apparent irregularities of defaults in this matter have 
d y  arisen out of what the ComrnittPe have termed 
as an anomalom position, namely that an exporter of 
a commodity should be categorised and regarded both 
as a prospective exporter and an established exporter. 
It will be appredated that in relation to exports and 
export realisatfans of the same product, it would not 



be csmct or justihble for Government to prescribe 
&&ring facilities or ohligetiona The point which was 
stated befom tbe Committee ,by the oillcisls of the 
Bdfnirrtrp was that there cannot be discrimination, at 
the m e  point of time, as between two clawes of ex- 
porters of the same product with regard to their under- 
takings or obligations, and more so if the more onerous 
obligations are imposed on exporters with actual per- 
formance to their credit than on those who had to 
export at a later point of time. Thus, the initial stipu- 
lation which was later found to bc mistaken and 
defective one of prescribing differing facilities, condi- 
tions, obligations and prescriptions in relation to 
exports and export realisation of the same product had, 
in equity, to be rectified. It is i n  this eontext that the 
question arises as to whether the letter of any under- 
taking or bond could or should, in equity, be enforced 
against the spirit of the schemes as a whole. The con- 
cept of contingent losses of foreign exchange or rupee 
realisation for the public exchequer has also reference 
to this basic issue. However, in deference to the 
recommendations of the Committee, Government 
agrees that the whole matter and particularly the points 
mentioned by the Committee in para 1.36 should hc 
examined and investigated. Government have already 
undertaken such an investigation. The result of this 
investigation will, on its completion, be submitted to 
the Committee." 

1.8. After investigation, the Ministry of Commerce informed the 
Committee in a *notes sent under their O.M. No. 7(3)Tex-FI06 dated 
5th Oct., 1967 that the decision not to enforce the bonds was a deli- 
berate one, taken with a view to correct the inequitous situation 
which arose as a result of suspension of the Scheme. The views 
expresged by the Ministry in this regard are given below: 

"41. It is seen from e study of the scheme that the main 
reason for enforcing export obligations even in  respect 
of licences issued on the basis of past exports was to 
ensure continuity of exports. The intention under the 
scheme aIways was that fresh import licences would be 
issued against further exports. When a party execu- 
ted a bond or gave an undertaking for further exports, 
he had every reason to feel that he could satisfy those 
obligations by earning profits on the artsilk yarn that 

-Appeoded 



would be Ucensed undex tho E.P. Scheme. PPhm 
themfare, the RP. Scheme wm auqpcn&d it btmme 
no longer possible for him to make further experts 
b u a e ,  he received no further import lhnces. Thr 
export promotion scheme h u  to be viewed as a can- 
tinuous chain of expo* and imports, ie., erporta of art- 
stk hbrics ant4 import of artsilk yarn. Thus if an 
exporter of arbilk fabrics is given an import licence 
for artsilk yarn, he is tied up with further exports of 
artsilk fabrics, which in turn will entitle him to get 
import ltcenccs for artsilk yarn and w, on. It will, 
therefore, be sen that any export In the middle of the 
chain has two aspects, namely, discharging the obliga- 
tions against the previous impart end earning cntitlc- 
ment for further imports in future. These series of 
trsnsactiona could bc illustrated as follows: - 
I!!-1, 1-1; E-2 1-2; E-3 1-3: E N  I-N. 

I f  the chein 1s broken some where In the middle, say 1-3 
(tmport-3). the question will arise whether the series 
should be continued further to E-4 (Export-4). The 
logical conclurrion would be that when the serics start- 
ed with E(Exports), it should end with I (Imports). 
It is the application of this principle which has resulted 
in the waiwng of the export obhget~on arising out of 
the last import in the wries. If instead of stopping a t  
1-5, we had extended the series to E-4, the party 
would have become entitled to a further import', name- 
ly 1-4, which in view of the discontinuance of the 
scheme could not have been implemented by the Gov- 
ernment." 

"42. As mentioned in paragraph 1.1 of the Report of the PAC., 
the import li@mces under the E.P. Scheme were hued 
to two categories of exporters, namely established ex- 
porters, and prospective exporters. Licences in the case 
of established rxporters were issued on the basis of the 
value of past exports, whereas licences in the case of 
pmpective exporters were issued in anticipation of the 
earning of foreign exchange by these exporters on f i e  
basis of orders of foreign buyers pendiig with them. 
In respect of import licences issued to prOBpedive ex- 
porters, where no exports e e  made, bonds executed 
by the Ucencees were forfeited and the amount credited 
to the Government, wide paragraph 1.2 of the Repart d 



tbe PAC, The non-cnfofcement of the bonds/wider- 
tikings related d y  to the category of established ex- 
partcrs, 1s." those who had already made exports in 
tbe pest. If this category of exporters had beaa forced 
to make exports even after the suspension of the E.P. 
Scheme, this would have placed them in a mom dis- 
advantageous position, t*-a-t* prospective exporters, 
because the export obligations of the former category 
for the same quantum of import licences would in that 
event have been in excess of thr* export obligations 
applicable to the latter category ." 

f .$. Tbc crux of the argument of Government is that tho bonds not 
forfeited were those given by estdhbed exporters end that the 
snforcclllybnt of the b d  would have placed on them a hoavier 
export burden rw-a-ois prospective exporters. Tho Cornmitt= are 
not, however, fully convinced with the explanation &van by Cov- 
enucumt. Jt is no doubt true that an established exporter had nl- 
mndy an export record to his credit ud that in consideration of 
the p a n t  of an import lkence, he had to effwt a second export, us 
against a prospective exporter who had only to make one export 
against a Liceace. Iiowever, the quantmn of export obligation was 
generally heavier in the case of prospectiv~ exporters (133 113 per 
csnt of the value of imports) as compared to mtablished exporters 
(100 per cent of the value of imports). Besides, established ex- 
porters were given preferantial treatment in tho matter of bonda 
executed, in that they were not repaired to support i t  with bank 
guarantee, whit& were invariably required of prospective ex- 
porters. In fact, even thc bonds weac ultimately waived in the 
crrst ot e&ablished exporters and replad by simply undertakbga 
The Committee also find that the eonditbns tar the issue of import 
licences in the period July, 1957-Match, 1959 epeciflcalty provided 
"In the case of established exporters who have already effected the 
expo* without seeking m y  eulisr import licence under this 
Scheme, the bond would be required only tor the value of the im- 
port Uceatce whkh is in excess of tbs prescribed parcantage.'' This 
would imply that the bond was required from an established ex- 
portra only in respect of that portion of the import licence which 
was not covered by import entitbarcwt earned on previous expo*= 
The rarisll of transactions under the E.P, Scheme would thus be- - 



1.11. h fact, the Covemmmt sharld have taken care te heor- 
porrrte in t&a Sebmc, f a  the Export Promotion of Art Silk, which 
wur revived afttr an interval of only s few months in Jab,  1959, 
r d t r b b  provtdon by wbidr the undatskfagjbond wscuted by 
tbe eshblirhed exporters would have becm automptkallp carried 
forward and given effect t a  

1.12. Another point that was raised by the Committee in tbe 
courw o f  vxrrminution of the Scheme was the failure of the Ministry 
of Comrncrct. to cor~sult the Ministry of Flnance in matters connect- 
ed with the schemc The observations in this respect are given 
below: 

"The Sub-Committnc fail to understand how the Ministry of 
Camrnercr could decide without even consulting the 
Ministry of Finance not to enforce the bonds. the non- 
forfeiture of which has resulted in a loss of revenue to 
the extent of Rs. 1.51 crores. Mormvcr, the Ministry 
of Finance were also not consulted in  regard t o  the 
foregoing of the foreign exchange cwning to the tune 
of Rs. 5.29 crorm though the Rules of Business made it 
clear that in financial matters, there should be consulta- 
tion with the Ministsy of Finance. The Sub-Commit- 
tee view such lapses with great concern and recommend 
that the Ministry of Commerce should be more careful 
and vigilant and consult the Ministry of Finance in 
matters involving huge h a n c i a l  implications." 
(Para 1.34 of the Report). --- .---- ..-- .--- -- - " ---- -- - 

*The Estimates Conunittee in their 185th Rcport (2nd Lok Sabha) had 
dmlred that a detailed .nvestigation might be conducted into the drcums- 
tames under which the Export Promotion Scheme for Art Silk fabrics was 
80 mnnlpulated by the exporters and manufacturer-exporters M to result 
i n  heavy depletion of foreign exchange. The Govenunent in their reply to 
ttre Estimatw Committee (1964-85) had stated that at their bstancc the 
Heserve Bank of India had conducted a comprehensive review ot the wOrkine 
of the Export Promotion Scheme since its inception. The Report of the 
Rtaerve Bank of India had intet-alia brought out that:- 

(1) The invo&g of exports was three to four times the actual f.0.b. 
naluatiol. 

(il) The prodt -gin on thh -1s of imported art silk yarn was about 
100 per cant o! the ci.t price. 



1.13. The poiat raised by the Committee has been examined by 
the hfh i s tq  of Commerce. The Ministry bave admltted "As the 
Scheme involved policy ismmi, formal consultattons with the Minis- 
try of Finance was essential and this had not been fully complied 
with." 

1.14. Tbe Commfttee wodd agdn like to rttcwr &at there was 
a grave l a m  on tbc part of the Ministry of Commerce in not con- 
dtiq the Ildlnirtry of Ftarnce at variotu rtrgbll of fornulation & 
imphembtioa of the Schame d that d d v e  steps sbonld be 
taken to avoid recurrence of these lapses. 

(ili) Malptactices relat itrg to E l r p w t  Promotion Scheine-Para 2.30 
of the 50th Report of P.A.C. (Third Lok Sahha)-.-S. No. 22. 

1.15. In para 2.30 of their 50th Report, the Committrc had drawn 
attention to certain malpractices connected with Export Promotion 
Scheme for Zari g d s  and other items. The following observations 
were made by the Committee: 

"The Sub-Committee regret to note the incidence of malprac- 
tices particularly in the cases of Export Promotion 
Schemes for Zari goods and art silk ready-made gar- 
ments. The total amount of loss due to malpractices 
including those mentioned above amounted to Rs. 8.03 
crores (Rs. 469.71 lakhs for Zari goods in 1963 and 
Rs. 333.85 lakhs for other goods from the year 1960 to 
31st August, 1965). Perhaps much of the loss could have 
been avoided if the Ministry had beer1 a little more 
careful and vigilant." 

"Though this amount of loss when comparcd to the total 
amount of exports between 196045,  may appear to be 
a small percentage, yet in actual figures, the loss of 
foreign exchange involved is very large. The Sub- 
Committee, therefore, feel that the Ministry should not 
relax their efforts to ensure, as far as possible, that the  
export obligations are fulfilled by the defaulting parties. 
apart from taking Anal action, as necessary." 

1.16. In their reply to these observations, the Ministry of Com- 
merce under their O.M. No. 22(10) [6&EAC dated 16 Jan., 1967 have 
stated: - 

"The amount of foreign exchange awaiting repatriation has 
come down from Re. 8.07 crores on 31-8-1965 to Rs. 5.77 
mores on 1-7-1966. When parties fail to repatriate 



foreign exchange within prescribed time limits, penal 
action mch an, black-listing and de-registration is taken 
In addition to forfeiture of bond." 

"Where parties fail to fulfil their export obugations, proceed- 
ings for penal action are initiated well in time and pur- 
wed vigorous1 y and concluded expeditiously ." 

1.17. In a subequent note sent under D.O. No. 22(10) . W A C  
dated 16th February, 1968, the Ministry of Commerce reported the 
following position: - 

"A rigorous drill has been laid down in order to keep a close 
and strict watch in respect of all cases involving fulfil- 
ment of export ubligations by the parties concerned. 
Necewary instructions in this regard have been issued 
by the Chief Controller of Imports & Exports to all the 
licensing Authorities. The amount of foreign exchange 
default has come down to Rs. 5.11 crores, as  on 1-7-1967." 

1.18. The Committee are constrained to observe that the pro- . 
grem In thia cme blur not bQsn satisfactory. Over a period of one 
you from lrt July, 1866, the p u b  caaesnred have rapotriated 
toreign exchange of only Rs. 0.66 crorear out of Rs. 5.77 croros. The 
Committee reiterate the recommend.tions made by them in para 
2.30 d tbeir 50th BeporC (TbSrd InL Sobha) and dscfre that vim 
rourr rtepa rbould be t k  to ensum mpatrbtion of the foreign ex- 
change and fulflbent of export obligation by defadtbg 
p d -  . . m n  *.- 



RECOhdMENDA~ONS/OBSERVATIONS THAT HAVE BEES 
ACCEPTED BY GOVERNMENT 

Tbe fact that the Art !Wk Export Promotion Scheme had to k 
at short interval5 seems to indicate that while working out 

the scheme sumcient attention was not given to details. The Corn- 
mlttee cannot but emphasise too strongly the desirability and neces- 
sity of working out the details of scheme with a view to giving it a 
fair trial over a reasonable period of time. Making of h q u a n q  
changes in the scheme at short intervals is likely to defeat the very 
parpase ot the scheme. 

[SI. No. 1 Para 1.6 of Appendix XLV to 50th Report (3rd L. S.)] 

The Committee an not convinced of the reasons for discontinuing 
ibis scheme because: 

(a) These reasons are quite common and found to exist in 
other export promotion schemes also which are still in 
vogue; and 

(b) Even the Art Silk Export Promotion Scheme was also 
revised and re-introduced soon after without making 
any provision to safegnard against these abuses. 

The Committee propose to deal with the irregularitiek in .the vari- 
am export promotion schemes in a separate chapter. 
[SI. No. 2 para 1.8 of Appendix XLV to 50th Report (3rd L. S.)] 

Tbe Committee are of the view that because of the paramount 
necesQity of ensuring that export obligations are fulfilled, thr? Minis- 
try s-ld have itself prescribed the specific amounts of bonds as a 
percoatage of the value of the goods imported instead of giving dih- 
ereti& to the licensing authorities at the ports. 

[SL No. 3 para 1.11 of Appendix XLV to 50th Report (3rd L. S.)] 

Thc Committee feel that it is an momaleus pasition that an ex- 
m r  of a commodity should be regarded both as a prospective cx- 

.nd an setoblished exporter. If the same exporter is classified 



)dh u a prospective exporter and sd.bWcd dlrcporfa, t&sa thr# 
ticnmr become mamhgleu. Tbey -Id like the to bLe 

to remove such m d l ,  ~ b e l r 1 3 ~ ~  it mfdr. 
[Sl. No. p para 1.13 of Agpendix XLV to 50th Report (3rd L. S.)] 

The Committea are not convinced by t b  arguments advanced by 
tbe Secretary, Minidry of Commerce. These shtemsntcr am not 
supported by the documents produced before the Cammfttoo. (Ia 
lbb connection attention is invited to para 1.22 to 1.26 and 1.32 to t36 
of t hb  Chapter). Bonds were unconditiond and were to be n l d  
only oa fulfslmcnt of export obligation failing which they were b be 
f d e i  ted. 

[SI. No. Fi para 1 .I6 of Appendix XLV to 50th Report (3rd L.S.)] 

The Committee fail to understand why when the decision to 
nulipend the Art Silk Export Promotion Scheme was taken in Mar& 
lW, tbe Ministry of Commerce had not taken into considerntion 
the implications thereof. While the suspension of the Scheme 
obviollsly placed an embargo only on the turther Lwue of import 
Ucencoa under tbe Scheme, this did not prevent the MfnWrg of 
Commernc from enforcing export of goods under the past obligations. 
This the Ministry failed to do. 

[Sl. No. 6 para 1.18 of Appendix XLV to  50th Report (3rd L.S.)) 

Tbe Committee note from the Public Notice, dated 28th May, 
1958, that Government had clarified that imports should be tied up 
with exports and tbe requirement of the bond could not be dispensed 
with in the case of established exporters. Vide the Public Notice, 
dated 6th February, 1959, though the condition of the execution of 
a bond was waived in the case of established exportens, they were 
required to give an undertaking to the effect that they would export 
processed/flnished goods equal to the value of the imports. Thus, 
it is clear that none of these two Public Notices exempted the &tab- 
1Ued Expartem from their export obligation under the Scheme. 

[Sl. No. 7 para 1.24 of Appendix XLV to 50th Report (3rd L.S.)] 

The Committee are of the view that the copies of the nothgs/ 
orders reproduced in Appendix VI do not beax out that the inten- 
tion was that the bonds which had matured need not be enforced 
or that they r4ght be allowed to lapse after the 5th March, 1959. The 
notings clsuiy indicate that the export obligations must be rehind 
mder  the Scheme and tied with another scheme. 

In this connection the Committee would also like to draw t h s  
at4wktlon to the copy of the letter, dated the 28th November, 1950, 



h tbe M;pmrs Strb Silk and Rayon &porters .ad importers 
Aarociation (Appendix VIX) wherdn they have not chimed Ulvt 
they w e n  under no obligation because they had already got the 
licence. 

The Committee are, therefore, amcued to find out that tho dc- 
cision of the Government in this case has not beem carried out faith- 
fully. If the dacibion has been interpreted correctly and the export 
&ligation insisted upon, there would not have been a huge loss of 
about Rs. 5.29 worm of foreign cxchengc. Alternatively, the pr~blic 
exchequer would have gained about Rs. 1.51 crores by the forlvitttrc 
of bond amounts. 

fS1. No. 9 para 1.32 of Appendix SLV to 50th Rrport (3rd L.S.)] 

Recommendations made in pa:.agraph 1.11 and 1.13 are acccpted 
by Government for compliance. 

2. The obswvations madp in pnragraphs 1.6, 1.8, 1.16, 1.18, 1.34, 
1.32 and 1.34 have been noted. 

* * * * 
[Ministry of Cotnmerce O.M. No. 7 (3)Tex (8') 166 dated 4-1 1-1966 ] 

Further Infornwtion 

Paras 1.11 and 1.13: With the abolition of all export promotion 
schemes including the Art Silk Export Promotion Scheme conse- 
quent on devaluation there is 110 longer any link between exports of 
ar t  silk fabrics and import of art  silk yarn. The question, therefore, 
of prescribing any export obligation or amounts of bonds as a per- 
centage of the value of the goods imported does not arise now. The 
pwition no longer exists where an exporter is declared both as a 
prospective exporter and an  established exporter. 

[Ministry of Commerce D.O. No. 7 (3) Tex (F)/67 dated lst/5th 
December, 19661 

Recommendation 

This Committee fail to understand why Government have deli- 
berately given such a high priority to the import of art silk yarn 
even when there is adverse balance of trade and during a period 
*f 6 years the adverse balance of trade on this account alone is Bs. 
14 mores. Moreover, it is really surprising that for the sake of im- 
mrfl~yc art silk yarn, Government have considered it essential to 
lW(E) LS-2. 



arpert ropu at r highly subsidEd nb. 18 this comwcth, fb 
4hnrntttcra would atso like to draw attmtloa to t& Preu Hd% 
Uated 22nd March, lOBB of tbe MinStq of C m t r e e  (vide A- 
dix V111) rc?: RRQ oa ma-transferable s d c  delivery coahcb  b 
bported art silk yam. In the Praru Note it has been stated mtcr 
aha "A good deal of traflicking ia import licences is reported to be 
taking placen. The Committee arc, thorefen, of the opinion that tb. 
priority to be given to the import of art silk yam ahould be ertb 
fully mXUCLined by Govcrnmcnt in tbe Ught of their obaerwa- 
thona. 

[Sl. No 12 para 1.38 of Appendix XLV to 50th Report (3rd L. S.)] 
Action taken by Government 

At the outset, it may bc stated for the information of the Com- 
mittee that thcrc has been no export of sugar against importation 
of art cilk yam. In fact 7825 tom of staple fibre (from which yarn 
was spun) had been imported against the export of sugar. 

The priority to be given to the import or art silk yarn is being 
examined by Government in the light of the Committee's obsema- 
tions. In making this examination, the following factors arc also 
being borne in mind:- 

(a) Covcrnment's decision to treat man-made Abre industry 
as a priority industry; 

(b) the need to maintain sufficiency of supply of fabrics b 
meet the clothing requirements of the rising popula- 
tion; 

(c) the plans for production of synthetic yarn in the country; 

(d) industrial uses of synthetic yarn such as in the manu- 
facture of parachutes, fishing nets and gas mantles; 

(e) desirability of maintaining employment d handlaom 
weavers and of labourers working in both organised 
and unorganised sectors; and 

(f) the changing pattern of world trade and world consump- 
tion. The use of man-made fibre fabrics is continuously 
expending as compared to traditional fibres like cotton, 
wool, etc. Therefore, world export markets for art dk 
fabrics are going up and India's share in these markets 
has to be continuously increased by promoting exports 
of these art silk fabrics. Also the quality and standards 



of Indian art sIk fabrics is high and is liked in foreign 
marketa 

[Ministry of Commerce 0.M. No. 7(3)Tex F/67, dated 4-11-1966]. 

Futt hat Information 

Para 1.38: With the abolition of the erstwhile Export Promotion 
Scheme for Art Silk Fabrics, all imports of synthetic yarn (nylon 
yarn and cupramonium yarn) is now cnnalised through the State 
Trading Corporation. After a careful and detailed examination of 
tbt requirements of the art silk weaving industry for synthetic 
(nylon and cupramonium) yarn and the present and anticipated 
production of such yarn indigenously, Government have arranged 
import of nylon and cupramonium yarn for a total value of Rs. 9 
crores. All these imports will be made by S.T.C, against tied foreign 
exchange credits available from U.S.A., West Germany, Japan and 
Italy, The distribution of the yarn thus imported to the weaving in- 
dustry on actual user basis will also be done by State Trading Cor- 
poration. 
CXinistry of Commerce D.O. No. 7 (3) Tex (F) /67 dated lst/5th 

December, 1967). 
Recommendation 

From the Eylures of exports given in Appendix IX ugainst items 
Nos. 18 (Metals and Mfrs.) and 37 (Chemical and Allied product#- 
excC essential oils) which are also covered by the import entitls- 
ment schemes, it would be apparent that in spite of export incen- 
tives, exports of these commodities wont down in 1962-63 in the 
case of Item 13 and during 1960-61 and 1961-62 in the case of 
item No. 37. It would therefore, appear that the purpose for 
which Export Promotion Schemes were initiated is not being fully 
achieved. 

[Sl. No. 13, Para No. 2.4 of Appendix XLV to the 50th Rcport 
(3rd L.S.) 1. 

Action taken by Government 

The figures of exports in Appendix IX have been taken from the 
compilation published by the Director General of Commercial Tn- 
telligence and Statistics. Item No. 13 of Appendix IX namely 
Wetals and Manufacturers", covers (a) metals for which there was 

pramation scheme and (b) metal manufactures for tho export 
Which pornotion schemes were in force. The fall fn the figures of 

against itam 13 in 1962.83 was due mainly to the fall In 



txporb of metals an item not covered by any export promotion 
rchexne. The figures for this item are givm below: 

Y car 
Metals Sr Aictals Metals 
manufx- manufac- 

ture turm only 

2. 'fir Export Promotion Scheme for engineering goods covered 
(;I) metal manufacturcs included in item 13 of Appendix and (b) 
machinery and transport equipment (e.g diesel engines, pumps, 
electric fans, sewing machines ctc.) which are not included in the 
figures against item No. 13, but which appear to have been taken 
into account in thr grand total at the foot of the appendix. The Agu- 
yes of pxports of (a) and (b) together during the  period under 
review are shown below: 

(Rs. lakhs.) 

3. Item No. 37 of Appendix IX consists of (a) items covered by 
the Export Fbmotion Scheme for Chemicals and Allied Products 
and (b) items like plastic moulding powders and manufactures 
thereof which were not so covered. Also this scheme covered pro- 

1 



ducts like rubber tyres and other rubber manufactures, paints and 
varnish, glass and glass ware, ceramics, refractories and a s k t o s  
products, which are not included in serial No. 57 of Appendix IX. 

4. Exports of products covered by promotion schemes for allied 
chemical products were as follows: - 

(Rs. l abs . )  

5. It will be seen from the figures given in paragraph 2 and 4 
above that exports of engineering and chemical items to which ex- 
port promotion schemes had been applied have risen steadily over 
the last 7-8 years. 

[Ministry of Corrlmerce & Industry O.M. No. 22(10)/66-EAC 
Dt. 161-19671. 

Recomnrendabion 
Information partabhag to the uulysis of the export promotion 

schemes where entitlement waa the higbt ud where the perform- 
ance was the best is still awaited f m m  the Miuistry. 

[Sr. No. 14, Para No. 2.7 of Appendix XLV to the 50th Report 
(3rd L.S.) 1. 

Action taken by Government 
A detailed note containing the requisite information has been sent 

to the Lok Sabha Secrebriat (PAC Branch) with this Mfnistry's 
OX. No. 7(23)-B & A/65 (Vol. TI)--Pt. IX cia- the 23rd April, 1966. 

[Ministry of Commerce 8 Industry O.M. No, 22(10)/66-EAC 
Dt. 161-19671. 

Recmmendcrtbn 
Ilb run.aittm us mrprirsd to bYn that the rtrttties of im- 

I r t u a ~ ~ t y ~ d a o t ~ h 8 n d f h l t  
tlw trre e m m d i b  & -tbw db+d to be iraported mrda 



[Sl. No. 15, para No. 2.10 of Appendix XLV of the Mlth Repod 
(3rd L S.) 1. 

Action &ken bg Government 

The dccisjon to introduce code numbers scheme-wise war 
brought into effect from 1-4-1968. Sin& that date statistics are 
being ma~ntainctd, both commothty-wisc and scheme-wise. 

I'jith effect from 6-6-1966, pre-devaluation schcmc of Export 
Promotion has been abolished. Neverthelcss, statistics of importa 
w h m ~  will be effected by Registered Exporters in replc~~ishrncnt of 
the single import content of their exports are proposed to be main- 
toincad sepnratcly for each catchgory of exported goods. 

[Ministry of Commerce 8 Industry O.M. No. 22 (10)/66-EAC 
dated 16-1-1967] 

Recommendations 

While appreciating the promptness with which Government has 
initiated action on various rerommcndations of the Review Com- 
milt*, the Committee would like to point out that the Review Com- 
mittee primarily dealt with the organisational and promotional as- 
pertr of the E.P. Councils, as required undcr its tcrtns of reference. 
I t  did not undertake any quantitative assessment of the resi41ta 
achieved bl various Export Promotion Schemes. 

[Sr. No. 16, Para 2.13 of Appendix XLV to the 50t,h Report (3rd 
L. S.) ] 

Action token by Government 

It is correct that the Review Committee was not, by its Term 
of Reference, required to  undertake a quantitative assessment of 
the results achieved by varioqs Export Promotion Schemes. A 
etatement showing the progress of exports of some of the items, 
thp) export of which has been promoted through Export Pmmotlasr 
Sobarnem ir given below for the informatian of the Committee. 



1. Drup. pharmacsu- 
ticals & fine chcrni- 
d s .  . 

2 .  Cod tat Chcmi- 
cals, dyes & inter- 
rn"i~te~. . 

4. hl . S.  Pipes, Tubes 
and fittings. 

5 .  1)ivscl Ihgines and 
PJ ns. 

6 .  Arlt~r.nohilcs & 
Auto p~r t s .  

R. Electric wires and 
cable3. 

9. Trrln & Strc.1 C~st- 
ing (111 sorts) . 

10. Prclcesqcri Alu- 
minium products 
(Inclu4ing utmsils 
rrad c i p d t q  . , 

t I .  Builder's Hmi- 
ware including 
Locks & Pddlocks.! 

I 3. S t d  furniture 

14. Jute Mill Machi- 
' .cry . 



[Sr. No. 18, Para 2.19 of Appendix XLV to the 30th Report (3rd 
L. S.) '1 

Action taken bt/ Government 

Consequent on devaluation, the  Export Promotion Scheme has 
since been abolished with effect from 6.6.1966. However, the point 
made would he borne in mind as a principle for guidance for  the 
future. It may be added that linking of imported cotton with value 
of cotton cloth exported should not be construed as import entitle- 
ment, as the cotton had to be imported independently on its own, 
and not because of any import-entitlements. 

[Ministry of Commcrcr* 0 A!. No. 22(10) 66-EAC dated 22-7-1967]. 

'"Iho Commlttet were informed that the average emtitlemeat 
ia 15 per cent of the export. The camnittee, therefore, f e d  that 

dsfinite mufmum limit of impart entitlement mud be fixed for 
each commodity. Any extra incentive, if necessary, should he 
given in Indian currency but the percentage of import entitle- 
msat should not be changed. The Expoit Framotim Schemes 
must ganenb free foreign exchange and b a a  it is imperative 
that this import entitlement is kept lowest +ble and the ex- 
should ba compensated by other iacemtives of fiscal case subsidy 
nrtura Also no rdvlrnce import licence should be given as that 
hu lurdd itself to lot of abuses. 

[Sl. No. 19, para 2.19 of Appendix XLV to the 50th Report (3rd 
W I .  

'Action taken by Gooemment 
The erstwhile Export Promotion Schemes were abolished with 

sffect from 6th June, 1968. The needs of the imporbed raw material 
tor the p- of maintaining export productions were axessed in 



the light of new circumstances .Id a Scheme of Import replenish- 
ment has been devised. Under this import policy for Registered 
Exporters the replenishment is allowed on the basis of the single 
import content of the export product. The percentages of import 
replenishment Axed for various export comnlodities are published 
in the Red Book. 

While generally these licences are allowed as replenishment after 
the export, there are instances where advance import of the material 
is necessary to make production for export possible. A Committee 
of Senior Officers at the fieadquarters considers requests for advance 
lic~nces in cases of specific export orders and upto the extent allowed 
under the policy. 

[Ministry of Commerce D.O. No. 22(10) M-EAC dated 9-8-1968]. 

The Committee ua glad to know that the Audit Unit has been 
ctuutituted in the OflBice of the CCI&E. They would like to be in- 
farmed of the results achieved by the Audit Unit in due course. 
[Sl. No. 19. para No. 2.21 o E  Appcndix XLV to t.hc 50th Report (3rd 

L.S.) 1. 
Action taken b!/ Government 

The E. P. Inspection Unit was constituted in the Ofnce of the  
Chief Controller of Imports and Exports in December, 1964. The 
broad objective of constituting this Unit was to remove the difllcul- 
ties in the way of genuine exports and to keep a watch over the 
proper utilisation of foreign exchange in connection with the E. P. 
licensing. These objectives were sought to b t b  achieved by periodi- 
cal inspections of the licensing offices as also the oPRces of the spon- 
soring Export Promotion Councils/Commodity Boards. 

The Inspection Unit conducted a case study of the licences issued 
on a random sampling basis. The object of the study was three-fold, 
namely: - 

(i) to see whether import licences had been issued promptly 
and strictly in accordance with the provisions of the 
E.P. Schemes; 

(ii) to detect undue benefits, if any, derived by unscrupulaus 
exporters taking advantage of any possible loopholes in 
the actual working of the Schemes and to suggest reme- 
dial measures; 

(iii) to examine to what extent existing procedure could be 
hrsther simplified. 

The Inrpsction Unit also had discussions with the Customs, the 
Reserve Banlr, E. P. Council/Commodfty Baarde and the Textile 



CPmmiwioner etc. export promom pmblezns with a dew tD m 
@vhg the &fscult~es of the exportwe on the me hand and ot the 
Govemmvrnt Department on the other in ro far or the actual work- 
ing of the E. P. Schemes was concerned In the Ught of - study 
tradertrrken and the drscumions held, revera1 suggestions were made 
by the Inspc~ t  on Unit concerning procedural matters Most of the 
mggcstions have already been implemented. 

3% was on the basis of the suggestion of the Inspection Unit that 
the Ilccnsmp! authorities and the Export Promotion Councils/Com- 
mndlty Ro~rdrr started maintaining dctailed information in the p r e s  
oribed form to enable them to exercise an effective check over the 
follow-up ac t~on in respect of fulfilment of export obligations against 
advance licences and realisation of export proceeds against the 
undertakings given by the exporters. This method had the desired 
effwt in that the outstanding in respect of matured bonds and under- 
takings which s:ood at Rs. 1846.70 lakhs on the 1st June 1965 came 
down to Rs. 7W75 lnkhs on thc 1st April, 1966. 

The policy of issuinq liccvms against undcrtnkings was also 
stopped nnd ~t was dccidcd to issue licenms only in cases where 
bank ccrtificattls were available In respect of the realisation of 
foreign c x h a n q e .  The licensing authorities were also instructed 
not to issuc advance licences except with prior approval on a c a s e  
to-case basis of the Ministry of Commerce. 

To cnnble the sponsoring Export Promotion Councils to detect 
cases of ovcr-invo;cing, thcy were ndvised to maintain internatic. nal 
unit prices of itcrns hnntllcd by thcm and also to constitute Raw 
Motcrinl Ctrmtn.ttccs to go into the ques:ion of the Import cnqtenk 
of the expclrtcd products. This was one of the means suggc..tcd 
by the Inspection Unit. 

At the instance of the Inspection Unit, sleveral changes were 
made in the mcthod of processing of the applications to assure that 
the malpractkes could be removed to the extent possible. Import- 
ant  of these are  as under:- 

(a) Applications for registration were screened with ~ f e r -  
ence to the names of the individual partners/Dlrectors or 
Proprietors end not merely with refemwe to the name 
of tbe fim and C a m p y .  

(b) In the qae  of manufaclturer hh capacity to 
produce @xKb Oi tbr requlrite QWQ .Id &wwd ash 



examined at the time of registration. Similarly, in the 
case of a merchant exporter, his turnover and past record 
were kept in view while registering him as an exporter. 

(c) The exporters were asked to produce a copy of the s h i p  
ping bill with their application for an incentive l'cencc 
so that the possibility of the double advantage may be 
eliminated. 

(d) I t  was decided not to issue more than two advance 
licences to an exporter under the same scheme a t  a time. 

(e) Orders were issued to the effect that only the actual re- 
quirement of the raw material and components going 
into the production of the exportable product should be 
allow YI to be importcd to thc applicnnts. Prior Clear- 
ance from the DGTD in mgard to the indigenous angle 
was also made necessary. 

(f) It  was decided not to accept Auditor's Certiflcnts In lieu 
of the Bank Certificate. 

[Ministry of Commercc & Industry O.M. No. 22 (lO)/66-EAC 
dated 16-1 -19671 

The Committee regret to note that the information indlcatlng 
the actual foreign exchange earned by exporters (accarding to the 
figures compiled by  the Ministry of Commerce) and the foreign 
exchange deposited in the Reserve Bank of India, during the last 
three financial years, indicating reasons for  difference, if any, in 
d i l l  awaited. ,. , 

[Sl. No. 21, para 2.23 of Appendix XLV to the 50th Report (3rd 
Lok Sabha)]. 

Action taken by Government 

The data compilcd by the Director-General, Commercial Intel- 
ligence & Statis'ics represent the physical export of goods while 
the Reserve Bank of India figures reflect the actual payments rccciv- 
ed in the country. Apart from the difference in time in those two 
operations, difference in the territorial coverage is one of the main 
factors responsible for the dffbrence in these two sets of figures. 
While the statistics compiled by the DGCI&S include tlgures of ex- 
Polb to Nepal, the Rerreme Bank of India has continued to exclude 
such trade from their balance of payments statistics. If the flgures 
of  parts to Nepal are excluded from the DGCI&S Acres, the 
diftesence between the two sets is narrowed down signiflcantlp and 



get8 even4 out over a period as will be seen from the fo1lowing 
agurm:- 

Hcccipts Physical ,4audl Excluding Difference 
of tmeign cxportr as exporn Nepl in figure 

t-xchangm rccorded to Nepal of column 
as rccnrdcd by DGCI&S 2 over 
tw R ~ s c r v e  frtm Col. 5 

flank of Cummu 
1n~li.i rcturns 

1y155-fifi . 7x2' Hro 2 o 790 -8 - .- - -- -- - - - - - - - --- -. - -. - - - - 
It will be seen that the figures for the last two financial years are 

only pdminary so far as the Reserve Bank of India is concerned, 
and it ir likely that these may be revised upwards, thus namwing 
down the difference sffll huther. 

Among other reasons for the difference between these two sets 
of figures are: 

(a) Ktondon given by the Reserve Bank of India for the 
repatriation of sale prcmcds; and 

(b) Permission granted by the Reserve Bank of India for re- 
tention of some portions of sale proceeds abroad for 
various approved purposes. 

[Ministry of Commerce & Industry O.M. No. 22 (10)/66-EAC 
dated 16-1-1967] 

The Committac note that the Miaistry have not only abandon- 
ed the Expart Pramrotion S c h m  for Zui  Goads and mndifid the 
-: - - . . . . . -r - . . tar hinlrrr steal, they have dm iaitiated adequate s t e p  
*t the dehulting dirma They hope that the Ministry would 
h p  r continuoam dad on the working of other gqport Promotion 
SdCsmm a d  will not Jlow the xnalprrctice8 to crsap in. 
[Sr. No. 23, para 2.31 of Appendix XLV to 50th Report (3rd 
L. S.)]. 



Action tuken by Coutmment 
All entitlement schemes have been abolished. The observation 

of the Committas hu nevertheless been noted for futum guidance. 
Recummendotion 

Prom the evidence toadawl d a h  from the notes furnished 
by the Ministry, the Committee find that the prevailing situation 
leaves much scope for improvement in the working of the Schema. 
Tbe modus opcsrandi of the fradulent traders who exploit the 
Schemes in their own interest can be categorised roughly as be- 
low:- 

( i )  production of false documents 
(ii) mis-declaration of export goods 
(iii) over-invoicing 
(iv) forgery of export documents 
(v) under invoicing 
(vi)  liquidation of the firms after enjoying the imports to 

escape governmental action against them, 
IS. No. 25, para 2.50 of Appendix XLV to 50th Report (3rd L. S.) ] 

Action taken by Government 
All import entitlement schemes have since been abolished. 

Nevertheless the observations of the Committer have been noted 
for future guidance. 

[Ministry of Commerce & Industry O.M. No. 22 (10) /66-EAC 
dated 16-1-1967] 

Recommendation 
This Committee are surprised to learn that the Ministry have 

to depend wholly on the customs authorities to verify as to whe- 
ther the exports stipulated under the Schemes are actually effec- 
ted or not. Enquiries agaimt firms are initiated either when ad- 
verse reports are submitted by the customs authorities or when 
the CCI&E develop any doubt, mostly on the basis of anonymous 
reports. The Committee are of the opinion that the present checkm 
agdmit the aforesaid malpractices are not adequate becanse in many 
ams licences were issued to firms which an subsequent varification 
were h n d  to be not in existence. There were 8 such cases out 
ef tbe list of 58 cases furnished. The deposition of the CCI&E that 
%ere have been cases where at the time of registration they 
( h s )  were in existence but afterwards they went out of exis- 
tence', makes i t  rlecewary to have thorough enquiries made before 
h n s  are issued import/export licences. They a h  feel that the 
check9 that the  ust toms authorities are exercis'i at present to 
detect cases of over-invoicing and other connected malpracticm are 



[S. No. Zfl para 2.31 of Appendix XLV to 50th Report (3rd L. S.)J 

Action taken by Gmazment 

The customs alone are in a position to verify the exports which 
are actually effectd by exporters. The claims of exporters are, 
however, checked with reference to (a) Bills of Ladings which are 
requ!rcd to bc submitted in original and (b) Shipping Bills which 
are rrqulred to be certified by Customs Authorities. In cases where 
suspicion is aroused, Licensing Authorities are expected to contact 
the Customs Authorities with a view to confirming t h ~  genuineness 
at the documents prescn ted. Further, beceuse applications wert 
required to be routed through the Export Promotion Councils and 
the Commodity Boards, opportunity was available for competitors or 
rivals in the trade to point out the genuineness or otherwise of tihe 
claime put forward by the exporters. 

The supplementary checks mentioned in the preceding paragraph 
are available not merely for checking up the fact of export but a h  
on tkc values at which exports were declared to have been effected. 
In many cases, on the recommendations of the Export Promotion 
Councils, the declared values had been reduced at the time of issu- 
ance of import entitlement licences. 

Aa regards Arms which go out of existence, the procedure regard- 
ing regisbation, de-registration and verification is being tightened 
up. 
[Ministry of Commerce & Industry O.M. No. 22(10)!6&EAC Dated 

18-1-1967]. 
Recommendation 

The Canadttee cimsider It most unfartunate that even the pra- 
rirt.a d sscatiag bn& gaamntees has nat p r o d  to be of m ~ ! h  
avnil as in one case (No. 37) a bank stood guarantee for flYla 
rrhkh was net in existence. (The band mount In thls caw (CPLls 
brfca6Mi). Under the d t i n g  scheme, the defaulting partiea (MUW 
d y  be p d e d  with under the provisions of Import (Canttd) 
Order or thnvagh the forfeitare of bbnds firrnfsbed by them wh&h 
tiU July, 1965 was only per cent of the v r b  of import lkmte 
Uul Qben? was no course opea to the Government whereby the 
.-ties be compelled to fulfil their export abltgations. Catlo 
aeqmmtiy, the fradutent parties indulged ia mrrlpmctierw and c& 



toavsaiantlg ga uadevgmwsd when cr?l@d UPMI to justify their 
.ctlostr withod fuffillinq their obligations under the Schemes to 
aport .ad thereby the red pmpose of the Schemes was defeated. 
The Committee fall to understand how a bank could give p a -  
m n t n  in respect of such non-existent firma The Cornmitteo d+ 
pbro that th, banks caacemed should be addrm~cd to and their 

obiabed with a view to taking corrective mewurn. 

Even in eases where the guilt was proved the firms to 
undergo imprisonment till the rising of the Court aad a fine of 
h. 2M only and they were debarred from receipt oi licences for one 
or two Licensing periods of six months each. 

[S. No. 27 of para 2.52 of Appendix XLV to 50th Rcport (3rd L.S.11 

Action taken by Government 
The Banks which had stood guarantee for the firm in qu'cstion 

were asked and have advised that the firm opened accounts with 
them through proper introduction and that they had no reason ?o 
doubt that the A r m  was bogus or non-existent. 

As mentioned in Report itself, the bond amount in this case had 
been forfeited. 

The action taken against exporters defaulting on export; obliga- 
tions, has been tightened up. 

I t  may be added that the Import Export Control Act has ncen 
amended with effect from 19th March, 1966 making it obligatory on 
the part of the Courts t o  award imprisonment for a minimum period 
of six months for contravention of Tmpwt Export Rtgu'ations. The 
cases in which fines of Hs. 2001- were imposed, mentioned in the 
report, pertain to judgments delivcrcd earlier and the punishments 
awarded were in tcrm.s of the relevant Sections of the Indian Penal 
Code in force at  the time. 
[Ministry of Commerce & Industry O.M. No. 22(10) 166-EAC Dated 

16-1-19871. 
Recommendation 

Tbrrt Committee note that from July, 19M the value of the bond 
amount bps b a n  raised to 100 per cent of the import ficcnce and 

by & Impelcts and Exports (Control) Amendment Act, 1966 
the period of imprisonment has been raised fmm one day to 6 
months /2 years. 
1s- No. 28 of para 2.53 of Appendix XLV to 50th Report (3rd L.S.) J 



Action taken by Govrnmcnt 
No action L required. 

IMidstry of Commerce and Industry O.M. No. 22(10)/66-EAC, 
dated 16:l-19673. 

Recommendat ion 
The C'u~nmittee cannot get away from the imprapiion t h t  tbe 

fraudulent traders were in a way cacouragcd by the lenient a d  
lukew~rm attitude of the offieislln In respect of caws where the 
parties have preferred falnc chirns of exports (Nos. 4 and 8) and the 
fact was proved. no penal action was taktn and only an amount 
sqdvalcnt to the Pmuunt of cxcehs exports claimed by the parties 
wan deducted. In another c a ~  (No. 31) even thoagh the atlegations 
were proved the case could not be tukcn to the court of law because 
ariginul documents wcrc not at uilable. There was yet another case 
(No. 36) in which a fake owner of a nan-cxibtent mill could get a 
Liceacc for import of art silk. The party sold the Imported goods to 
ether parties without fulfilling the export obligations. (In this nsc, 
a successful prcmrutivn was launched and a Director and a Manager 
o l  the Company were sentenced to pay fine totalling Rs.3,500). 
[ S  No 5.9 of pale 254 of Appr*t~ti~s XL'1' t o  50th Report (3rd L.S.)] 

Acfiotr tnkerl l ~ y  Goz~anrment 
'I'his has bccn nnt td .  

IMinjstry of Cf~rnrncmw & Industry OM. No 22(10) 66-EAC Dated 
16-1-3967]. 

Recc~rrtrr~eitdat~oii 
Thc Comrrrittiw take a serious view of the various malpractices 

nulicccl in the operation of the Export Promotion Sehemes and re- 
gnrd it most unfortunate that cvcn after several yeam of existence 
of Expurl Prunrotiono Schemes, even major loopholes in them have 
nut been plugged and they still continue to be exposed to various 
nmlpractkes and abuses. 

They also btrongly feel that thc machinery administering the Ex- 
port Promotion Schemes should bc toned up in such a way that the 
pciibilities of fraudulcrrt practices arc eliminated altogether. 
[S. No. 30 tj f  piria 2.55 of Appendm SLV to 50th Report (3rd L.S.)] 

Actio~i  takcn h g  Government 
'She observations of the Committee have been noted for guidance. 

[Ministry of Commerce* R: Industry O.M. No. 22(10)!66-EAC Dated 
16-1-1967]. 

Recont re rend at ion 
While the Uosnmittee agree that it takes same time for wery &- 

j~~rtment to condud their own enquiry before h.adibg over tbe case 



dm CRL, tJmy are net coavhtced that a department drould take .s 
ioagrpwlodassevcrrysu~farthtsprrposs. ~ y f e e l ~ a t ~ a  
dtP.tiaP u&s d y  when a deputmeat is besihmt to take a flrm 
decision. In order to enable the Palicet SPE/CBI to play an effective 
-1% it is desirable thmt dccishs  am taken promptly and all d m -  
tabants/files etc rtkting to tJm case a m  kept in the - tdy  of a td8- 
ponatble o k r  till the Anal dscision in the case is taken. The Swb 
Committee wodd also like the CB.1. to taka sQcps to ensure that their 
i n v ~ t i o n s  are compl t td  more caxpcditiously. 
[S. No. 31 para 2.57 of Appendix XLV to 50th Report (3rd L.S.)]. 

Action Taken by Government 
The recommendation has been noted and acted upon. Copies of 

two licensing instructions since issued are enclosed,* 
[Ministry of Commerce & Industry O.M. No. 22(10)i66-EAC Dated 

16-1-1967]. 

The Committee suggest that Government should appoint a Com- 
mittee of experts (a) to make a quantitative assessment of the Ex- 
port Promotion Schemes, (b) to revise the Export Promotion 
Schemes in operation so as to put them on a =re scientific basis 
with a view to ensuring that they succeed in stimulating thc export 
in the desired direction, (c) to plug the loopholes which have re- 
sulted in various malpractices, (d) to make w r e  that the import 
eatitlements are given only for such commodities as are essential 
for country's economy and for which no indigenous substitutes are 
available, and (e) to ensure that each Export Promotion Schema 
generates a certain minimum percentage of free foreign exchange. 

The Committee also recommend that since the advance import 
licences in anticipation of export have rcwlted in various malprac- 
tices, and since in a number of cases the anticipated exports have 
not taken place subsequently the system of advance licensing should 
be dispensed with and import entitlements under the Export Pro- 
motion S h e s  shuuld be given d g  after the requisite f o r e i p  
exchange has been generated through exports. 
IS. No. 32, Para 2.60 of Appendix XLV to 50th Report (3rd L.S.)]. 

Action taken by Govetnmcnt 
The schemes to which this recommendation relates have been 

abolished with effect from June 6th, 1966. 
tMinistry of Commerce & Industry O.M. No. 22(10)166-EAC Dated 

16-1-1067] 
-- " 

Not printed. 
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Rrcommrndcr tion 
Tba CanrPlJttes are unable to undrmt.lrd how $be Yinlstry cooc 

ttrtred to place orbrsr on firms (vide .Serirl Nor. 5, 9, 15, 16, ZS, 36, 
d 39 of Strlsmcllt IlI of Appsrrdix XX) whicb were bkk-fbrtd. 
T h y  fad tb.t thb cotlM b.p)cn because af In& of d i m t i o n  4 
ft indicates, tosay tbeLurSramsme&uwoartbe part of tbe 
o&WI eonearadl. Thsg would, thedore, urge that t b  emem 
dorJd ks tbomgbly fnveutigated md tbe pemm fotmd rrpiltJ 
doald be mitmbly d d t  with They would .bo like that an the 
basla of such invsrtigatkm adequate steps &odd be taken to 
*ten up the oiacirl procedure so M to make recurreme of such 
Urn impObdCible. 
IS. No. 38, Poro 3.19 of Appx. XLV to the 50th Report (3rd Lok 

Sabha)].  
Action taken by Gotvmment 

The particular cases referred to in Statement 111 Appendix XX 
of the Report (Pages 212-217) were bartcr cfeals for i m p x t  of steel 
agahist export of various mineral orcs. Thc details are:- 

- -..- ------- . -- --. -. .-- 
5 .  MIS. Rarnkrishun Kulwantmi, New 

Delhi. . . 30-7-63 
g. MIS. P. Singh, Calcutta. . . 28-3-63 
lo. M/s. Rwnkrishnn Kulwantrdi, New 

Dclhi. . , 13-1 1-63 
16. MIS. R ljkumir (I)  1.t 1 . D .;'ii . , 10-1 -64 

25. MIS. RajkumNT) Ltd., Delhi. . 17-4-65 6 50.00 
36. M/s. R:unkrishcm Kulwanmi, New 

Delhi. . . 18-5-65 31-3-66 93.00 
39. M l s .  F?cctmlytic Tinplates LtJ., Rom- 

b y .  . 21-5-65 31-3-66 45 -00  

2. With regard to the dates of approval of these barter deals, as 
given above, presumably the Committee were referring to the orderrr 
of the Ministry of Iron & Steel (covering the period 31-7-1963 to 
81-7-1965) referred to in paragraph 41% of their Report. It would, 
however, appear from the succeeding paragraphs of the Rcport that 
the orders for suspension of the buginegs dealings with the concemd 
firms, issued by the Ison & Steel Ministry, were made applicabte 
to the Iron & Steel Controller and were not comzn.rmiCafed to other 



Government Departments. The M.M.T.C. have also confirmed that. 
at the time these barter deab were concluded by them with the above 
parties, no orden black-listing the parties in question had been 
received by them. 

3. Attention is also invited ta the reply submitted under Recom- 
mendation Serial No. 98. 

[Ministry of Commerce O.M. No. 7( l2 )  -R8rA/66 Dated 12-4-19671. 

Ths Committee fhd that out of the 2 eontncb worth Re. 8.60 
crolar entered intm with the Rrm, the party could export goods 
worth only k. 2.86 crorrs during a period of 2 years and that the 
validity period is only upto 31st December, 1966. They have now 
bren informed that the party has uked for extension of tbe validity 
period upto September, 1967. A.om the trend of performance upto 
date, the Sub-Committee doubt whether the export obligation t d e r  
this barter deal would be fulfilled evm by the extended date viz. 
Ssptembr, 1967. The Committee are of the view that at  the time 
of accepting a barter d e 4  the capacity of the party concerned ta 
fdiil the export obligation should be properly assessed. 
[S. No. 39, Para 3.22 of Appendix XLV to the 50th Report (3rd Lok 

Sabha)]. 
Action taken by Government 

The observations, and suggestions for action contained in these 
paragraphs, have later been summarised by the PAC in Recommcn- 
dation Number 52 (Para 3.45), in reply to which a detailed note is 
being submitted to the Comunittte. Accordingly, separate replies are 
not being offered in respect of these recommendations. 

[Minislry of Commerce O.M. No. 7(12)-B&A/G6 Dated 12-4-1967']. 

The Committee And born SL Nos. 2, 9, 11 and 19 of Statement I 
of Appendix XX that the price, quantity and quality of mica quoted 
themin us aat ctmsistaat. For instance in ST. No. 2 the party was 
mppo#d to slrport 20,00,000 lbr. of Mica for Bs. 38,00,000. Actually, 
however, the quantity exported war 9,61,672 lbs. and the amount of 
fordqn exchruyte errwd was Ba 38,11,532. They observe that cols. 
6 & 8 thbseaf do not tally with each other and are not convinced 
b the argument advanced dnring evidence that it was because of 
the wide variation jlP the quality d mica. 
[S. No. 41, Para 3.26 of Appendix XLV to the 50th Report (3rd Cok 

Sorbha) 1. 



Action lakm by Govrrnnunt 
Thr obecrvations hove been noted for f u t ~ ~ r e  guidarrce. It mfOb8 

be added that the dealsr referred b were of 1959-60 and, partly be- 
c a m  of the special difRcultics mentioned below relating to Mica, 
Mica Is no longer included rn subsequent barter deals. It may also 
be added that, till the introduction of the floor price system in early 
1864, there was no readily available yardstick in regard to Mica 
prices. 

2. Mica is sold in drncrent grades and shapes, such as blocks, film-,, 
and wrap; within each, again, there are a ve* large number of 
qualities. The price variation wlthin the single item (Mica) are 
large. For ~nrtbnce, wh~fe the price of heavy stained blocks (Special 
Grade 8) may be only about $ 1  per Ib. FOR, the price for top 
quality block Mwe (CXX Special Grade) might be in the nelghbour- 
hood of as much as $50 11,. FOB. Therefore, to facilitate imple- 
mcnlntion of the concerned contracts with the overseas buyers, ceil- 
f n g ~  both in regard to quality and value were fixed under the c m -  
tracts in qucstion. 

3. Thc quantity of 20.00,OCK) lhs. of mrrn shc,\c.n at Serial No. 2 of 
Statement I of Appendix XX. for instance, was the sum total of . 
four sale contracts of 5,00,000 lbs. each entered into with overseas 
buyers and thr vtlluc of each contract in tcm of rtrpcses was 
R s .  9,50,000 -($2,00,000) The details of these contracts ore given 
below: - 

S.C. No. Grade Qunntity Cmt rocted 
ctmractcd Value 

----.--- --..+" --- A -- 
4. Agrinst the above total of 20,00,000 lbs. (Valued at Rs. 38,00,4lOO), 

a quantity of 9,61,672 lbs. valued at Rs. 38,11,532 was exported. It 
would be observed that if mainly high priced mica is exported, the 
limit in regard to value would be reached without the quantitative 
ceiling being reached simultaneously. If only low-priced mica valued 





In view of the need for oWoining nylon taps and in view of idle 
capacity lying with them, they came up with a proposal for import 
fng nylon tow under a barter agreement. Under thb agreammt, the 
State Trading Corporation was to export Manganerre ore and against 
the proceeds, the two 5nns were to import nylon tow valued at 
Rs. 25 lakhs each at inGrnationa1 prices. As the State Trading 
Corporation expected to suffer a substantial loss in the export of 
manganese ore, the two firms were asked to pay to the State Trad- 
ing Corporation a compensation of 42 d. per Ib. in rupees, w e r  and 
above the international price of nylon tow a t  63 d. per lb. The 
price paid by them, therefore, worked out to 105 d. per Ib. The 
parties paid the compensation in cash in rupees to the State Trading 
Corporation and, thcreaftcr, two licences were issued in favour of 
the State Trading Corporation for Rs. 25 lakhs each. The firms 
wfcre allowed to import nylon tow for conversion into tops against 
lcttcr of authority. 

2, Thcrc was no distribution or price control over nylon tops. 
Therefore, the two firms were asked to give an undertaking to the 
Textile Commissioner, Bombay, agreeing to certain conditions. Two 
of these conditions were (a) that they will not distribute, allot or 
transfer the nylon tow or tops to any party without the prior written 
permission of the Textile Commissioner and (b) that the nylon tops 
would be delivered in accordance with the written instructions of the 
Textile Commissioner and at prices to bc fixed by him. This was 
done with a view to ensure that the mills which were producing 
goods for defence obtained nylon tops for blending with the Indian 
wool. The nylon tow was to be imported at the rate of about 50,000 
to 60,000 Ibs. every month commencing four weeks from the receipt 
of the letter of authority. 

3. Subsequently on a reassessment in 1963, the defence require- 
ments became considerably less and the demand tor tops was also 
reduccd. Apart from the tow which had been imported by these 
two firms, a quantity of 3.70 lakh Ib. of nylon tops which had been 
imported st international prices (about 70 d. per Ib.) by the Indian 
Woollen Mills Federation against an ad iioc licence given to them 
was also released for civil consumption in consultation with the 
D.G.S.&D. and the Defence Authorities as these were no longer re- 
quired by the Defence. The woollen miIls who were given actual 
users' licences in the normal course were also eligible to impart nylon 
bw/tops upto 10 per cent of the face-value of such licences at  inter- 
national prim. By the time the nylon tow covered by the barter 
agreement referred to in paragraph 1 above reached the country in 



oubstantial quantities and was converted into tops the demand for 
the defence goods had already been met and a substantial quantity 
of nylon tops imported at  considerably cheaper prices was available 
to the mills out of the releases made by the Indian Woollen Mills 
Federation and against mills' own A.U. Licences. As the two firms 
had imported nylon tow under the barter agreement, the rupee prices 
were loaded to the extent of 66-2/3 per cent (42 d. per lb.) paid by 
them to the State Trading Corporation to cover its losses. The prices 
of the nylon tops were, therefore, higher than the price of tops re- 
leased as surplus by the Indian Woollen Mills Federation and other 
quantities purchased by mills against their own A.U. Licences. The 
problem thus became m e  of dlsposal of the goods in a market where 
substantini quantities of tops were available. 

4. The two firms had paid i n  rupees the full cost of the imported 
tow plus the compensation to the State Trading Corporation. The 
goods did not belong to Government but w r e  only subject to dis- 
tribution and price control in terms of an agreement which they had 
entered into with the Textile Commissioner. Thc two Arms had 
blocked their capital and were anxious that the goods should be 
released early. Mills in whose favour the allotments were made by 
the Textile Commissioner were not prepared to lift the tops at  the 
price suggested by the Textile Commissioner which naturally took 
into account the compensation paid by the two Arms. According to 
the firms even the cost of tow after payment of compensation to the 
State Trading Corporation, import duty, countervailing excise duty, 
Rank charges etc., came to Rs. 17.60 per kg. and in addition thcy had 
incurred charges on conversion, godown rent etc. As the goods were 
not lifted by the allottees, the Arms were told that they could ne- 
gotiate the price themselves with the parties to whom the tops had 
been allotted. As this did not result in the clearance of the stocks, 
the parties were ultimatc?ly allowed to sell the goods to such woollen 
mills as were prepared to buy these tops as it was found that in n 
market where substantial quantities of imported tops were available 
a t  cheaper prices. it would be difRcult to force the woollen mills to 
buy these India converted tops at a price which was higher by nearly 
66213 %. The goods could not also be kept indefinitely as they had 
been declared surplus and were unlikely to be required for the de- 
fence purposes in the near future. The two firms had also blocked 
their own capital and were anxious to dispose of the goods. All mills 
could not utilise the tops because of certain technical dif8culties. 
This could only be used by woollen mills for blending with wool. 

5. The conversion of nylon tow into tops was allowed only to the 
m s  which had the capacity to convert such tow into tops. The 

s 



t b i n i u a i t w o r n o t ~ p r d u c t f a a t t b . t f t n s P n d a o o t h s r ~ f a  
tbe country had the nemrrsy equiprnsllt far thia purpose. The 
condition r-rding price fixation by the Textile Cammissioner d d  
not be enforced as the market prfce for nylon topo a t  that ttnts wm 
much bwer than the cost price of tops converted by these two fin- 
because of the element o i  loading by 68-2/3 per cent. If Govenrmcnt 
had taken over the tops and auctioned them, Government would 
have been under an obligation to give the two units the difference 
between their cost price and the prices realised in auction which 
were likely to be lower as the demand for nylon tops had been can- 
siderably reduced end there were very few buyers. In such circum- 
stences, a lose in the sale af tops by auctlon was likely and there was 
also a possibility of the entire stock not being lifted because of tech- 
nical difncultics in using them. In these circumstances, it was con- 
sidered that there was no scope for the two Pirms to make any dis- 
proportionate profits in the  disposal of nylon tops converted by them 
and they were, therefore allowed to sell off the tops to woollen mills 
on their own. These tops were sold out by them over n period of 
rmonths os and when they could enter into agreement with mills. 
Government or the S.T.C. was not responsible for either the loss or 
profit in  such cases. 

[Ministry of Commerce O.M. No. 7(12)-B&A/66 Dated 12-4-1987], 



RECOMNIENDATIONS/OBSERVATIONS WHICH T&E COM- 
DO NOT DESIRE TO PURSUE IN VIEW OF 

GOVERNMENT'S REPLY 

"From this note, the Sub-Commlttet are surprl#d to learn that 
the non-availability of tho file was first noticed only in January, 
1985. It appears that even at  the stage, the loss of such an impor- 
tant file was not reported to the higher authorities/police, and 
that a thorough ph&d search of the file was made only in July. 
1WS when the subject was to coma up for disaumion with the Pub 
Uc Aecotrnb Committee. The Sub4ommitta also note with regret 
tbat no proper inquiry has been held to 8. responsibility tor the 
lass aP tbe Bla They are not cunvfnced by tbe argument that it is 
not possible to Bx responsibility on any person or petsans for the 
custody of the file. The Sub-Committee, therefore, urge that all 
eBorts should be made to locate the original Ale a t  an early date. 

They also desire that a proper inquiry should be held to fix 
responsibility for the loss of the file containing an important deci- 
Jon which meant loss of public revenue, due to non-forfeiture of 
bonds, to the tune of Bs. 1.51 mores.* 
[Serial No. 8, Para 1.29 of Appendix XLV to the Fiftieth Report of 

the Public Accounts Commi ttee (1 965-86)] 
Action taken by Government 

Further effort has been made to locate the original file [No. 166 
(lO)EPD/lI ! (59) referred to in the above rt?commcndations, but 
this has not proved successful. I t  has also not been possible to fix 
responsibility for the loss of the file. 

2. The Report of the Inquiry Officers appointed to hold an inquiry 
into this matter, covering the above aspects, is enclosed.* 

3. The conclusions reached in the Inquiry Report were broadly 
the following:- 

(a) The main file leading to the decision to suspend the 
scheme on 6th March 1959 is not Wssing; it is intact and 
available; - -  .-.-- - - -- ---- --- ---. 

*Not Prated. 
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(b) It has not been jm$ble to trace the subsequent Ministry 
file (evidently started in March/April 1sSg and c l o d  
in August /September 1959) leading to the instructionr 
issued by the CCI&E on 2nd September 1959 about no* 
JatEeiture of certain bonds; 

(c) With reference to the records of the omces of JCCWk 
Bombay and of the Textile Commissioner, Bombay, it 
has been seen that the counterpart file of the Chief Con- 
troller of Imports & Exports contains re-production of the 
possiblc contents of the missing Ministry file (between 
7th April, 1959 and 28th August, 1959); 

(d ) A substantially complete reproduction of the missing 
Ministry file existed right from the beginning in the Office 
of the Chief Controller of Imports & Exports. Further, 
the currcsponding records in the ofRces of the Joint Chief 
Controller of Imports & Exports, Bombay, and of the 
Textile Commissioner, Bombay. also remained intact and 
urc available; so it will not be illogical to deduce that the 
particular Mmistry file got misplaced due to negligence 
r ~ t h e r  than any mala fide action. 

4. In view of the findings of the Inquiry Report, Government 
feel that no mischief can be reasonably suspected and accordingly 
accept the above conclusions. 

5. The Inquiry Off~cers tricd to fis responsibility for the loss of 
the Ale. They succeeded only in narrowing the gap in the period 
of time, and that also through indirect evidence, during which the 
Ale could have been lost, vk., from 28th August 1959 to December, 
1962.' During this period, because of the administrative re-organi- 
sations, on account of which the responsibility for the subject in 
question was transferred from Section to Section, and because of 
the frequent changes of personnel in the Sections concerned, it 
has not been possible for the Inquiry Officers to fix responsibility 
on any particular person or even any group of persons. 

6. Government have carefully considered this conclusion and 
have no alternative but to accept it. 

7. The Inquiry Ofacers have also made the following recornmen- 
dations of a general nature: 

(a) I t  should be examined whether some supplementing of 
the Secretariat Manual is necessary to lay down the exact 
procedure to be followed in regard to separation (or copy- 
ing) of ancillary documentation like File Registeta and 



File Movement Regiskts when the subjects being dealt 
mth in a particular Section are redistributed to one or 
more different sections. 

(b) It should be examined whether, as a measure of abundant 
cuutlon, periodically (once in three or six months) the 
fact that all the Ales (according to File Registers etc.) in 
the custody and possession of a particular Section are in 
fact physically there could be verified by a Section Officer 
(or officer of higher rank) unconnected with the parti- 
cular Section, and such periodical verification done on re- 
ciprocal basis between different Sections within the same 
Ministry. 

(c) More importance should be given than has been possible 
so far, to the need for proper space for keeping important 
records in safe custody while providing for omce accom 
modation. 

8. Further action will be taken by Government on the above re- 
commendations. 
[Min~stry t t f  C ~ ~ m m e r c c  O.M. KO. F-14/22/66-Vig. Dated 14-10-19661. 

Recommendation 
The Committee are surprised to learn that even when there is 

no srnction trom the Government and Parliament, the Textile Com- 
missioner gives his "moral" support to the Cotton Mills Federation 
for realidng premium on foreign cotton and fee on Indian cotton 
consumption. The Committee are of the view that, howcvcr, deair- 
able the objective, this compulsory levy has all the ingredients of 
a tax and hence, it should be levied only with the prior sanction of 
Parliament and should be operated by an official agency. 
[Sr. No. 17. Para 2.17 of Appendix XLV to the 50th Report (3rd 

L.S.)]. 

Action taken by Government 

The premium collected on imported cotton is in the nature of a 
vo!untary contribution made by the Cotton Textile Industry towards 
bearing the burden of export assistance by spreading it equitably 
among all the cotton textile mills of the country. The bulk of the 
exports of Cotton textiles from India is of textiles produced out of 
Indian cotton rather than of imported cotton. As the imported 
Cotton could better bear the burden of such a premium as compared 
to indigenous cotton, the industry evolved a voluntary scheme where- 
by the imported cotton and therefore the fine and super-fine cloth 
Produced therefrom, could bear the burden of Anancing the export 

required for our cloth crrportr. 



2. Ths Indim Cotton Mills Federation have mllected a volun- 
eotltribution organised by the Industry itself and which falls equit 
ably on tbose varieties of cloth which can bear i t  best. Such d u b -  
tary and indirect methods and modes of export assistance are m g -  
n f d ,  and practised in many countries (as for example, dud pricing 
m m  industry-Mae and unitwise whereby the local consumers 
pay a higher price and indirectly enable reduction in international 
prim) in preference to the system of collection of tax/duty/cess 
by the Gvvernmcnt and direct subaidimtfon by Guvernment. 

3. The Committee may like to consider whether such measures 
could prove beneficial to our economy also. 

4. It may be mentioned that it is open to any individual unit 
of the Industry to refuse to pay the contribution, in fact, there are 
quite a number of textile mills who are not paying this contribution 
to the Federation. 

5. So far as the reterencc to the 'moral' support given to the 
ahrme by the Textile Commissioner is concerned, what was meant 
was that the  scheme for collection of this voluntary contribution and 
its funding for purposes of export promotion was evloved with the 
knowledge of the Textile C o d s s j o n e r  and the Government autho- 
rities and that the Tcxtilc Commissioner was aware of the efforts 
made by the industry to formulate a self-financing scheme for sup- 
porting exports in the national interest. 
winistry of Commerce O.M. No. 22(10)/6&EAC Dated 22-7-1967]. 

Additional Pnformation furnished by Ministry of Commerce vide 
their O.M. 7(12) B&A/66 dated 26th June, 1968. 

A Note on the Export Promotion Fund of the Indian Cotton Mill$ 
Federation. 

The Export Promotion Fund of the Indian Cotton Mills' Federa- 
tion came into being in March, 1959' for Anancing the export ass%- 
once required for our cotton textile exports. The Fund is admini, 
tered by the Indian Cotton Mills' Federation and is regulated by 
the Rules and Fkgulations, a copy of which is attached vide An- 
nexure I. The main purposes for which the Fund was established 
were:- 

(1) To promote exports of cotton textile products. 



(2) To give incentives, monetary or otherwise, to the manu- 
facturers, processors and exporters of cotton textile pro- 
ducts with a view to promoting the exports of such pro- 
ducts 

(3) To incur expenses for the administration of the Fund and 
for carrying out such work of calculating and disbursing 
export incentives as may, in consultation with the Textile 
Commissioner, be decided upon from time to time by the 
Federation. 

(4) To collect and disseminate information on all matters 
affecting the export of cotton textile products and to print, 
publish, issue and circulate such papers trnd circulars 
as may bc necessary for all or any of these objects 

(5) To send representatives or trade delegations abroad for 
any work connected with the promotion of exports of 
cotton textile products and to bear the entire or such 
proportmn of expenses incurred in connection therewith 
as may be determined from time to time by the Federa- 
tion. 

(6) To take part in Tariff or other enquiries and the work of 
Committees, conferences, etc., in India or abroad, which 
have a bearing, on the objects of the Fund and to incur 
expenses in connection therewith. 

2. The source of revenue of the Export Promotion Fund is the 
premium/fee collected by the Federation from mills on their con- 
sumption of cotton-both imported and Indian. This collection is in 
the nature of a voluntary contributilon made by the cotton textile 
industry towards bearing the burden of export assistance by spread- 
ing it equitably among all the cotton textile m611s of the country. 
This contribution. under rule 4(I) of the Rules and Regulations of the 
Fund, is to be collected in such manner as may, in consultation with 
the Textile Commissioner, be determined from time to time by the 
Committee and is credited to the Fund. The rate of the premium/ 
fee has been varying from time to time and from quality to quality. 
While premium on imported cotton is being collected since March, 
1959, fee an indigenous cotton is being mlected only from 1st 
January, 1982. 

The collection of fee on indigenous cotton has been discontinued 
'with effect from 1st January 1967. The rates were diflerent for 
different varieties of cotton and the average rate per bale was Rs. 7.50 
before collection was discontinued. 



The current rate a t  which a contribution is levied on the bnsb 
of quantities of cotton imparted / (effective from 23rd November 
1966) is  b. 200.00 per bale of 400 Ibs. for all varieties. 

3. The main item of expenditure out of the Fund is giving of cash 
incentives to manufacturers etc., on the export of cotton textiles. 
The rates of cash incmtive are fixed by the Committee of the Fede- 
ration in consultation with the Textile Commissioner and they have 
varied from time to time, from quality to quality and from destina- 
tion to destination. 

Other Items of cxprnd~ture nut of the Fund are the odrninistrn+ive 
expenses of the Fund, contributions to the Cotton Textiles Export 
Promotion Council and the Handlcmms Export Promotion Council, 
&. A statement (Anncxurc TI) showing the break-up of the ex- 
penditure out of thc Fund since its inccptlan is attached. 

4. All the trusts and the prnpcrties of the Fund vest :n the 
Trustees appointed under rule 7.7 of Rules and Regulations of the 
Fund. The accounts and records of the Fund are maintarned in 
such manner as may be approved by the Committee of the Federa- 
tion. and the auditors of the Federntion arc also the auditors of the 
Fund. It  is understood from the Federation that there is also a con- 
thuous internal audit of the Fund and particu'arly of the disburse- 
ments, by R firm of chartered accountants. 

5. Payments to the f i n d  are made by means of cheques and 
demand drafts and not in cash. All the cheques and demand 
drafts received from the various sources are deposited in the Fede- 
ration's current account with the Bank of India Ltd., Fort, Bombay, 
which is operated upon by the Secretary-General of the Federation. 
Similarly, payments from the Fund are made through the Bankers 
and not in cash. 

Moneys not immediately required for the purpases of the Fund 
are invested in Fixed and Call Deposits with Banks. 

8. A statement showing the receipts and disbursemenb of the 
Fund shce its inception is attached ( h e m  m). 

7. This note has been vetted by the Accountant General, Com- 
merce Works and Miscellaneous, New Delhi ctidc his U.O. No. Rep 
I-@(219) Com/Vol. VIII/1548-49 Qted 25.1868 



4 I 
ANNEXURE 1 

THE INDIAN COTTON MILLS' FEDERATION, BOMBAY01 

Rules and Regulatiolu of the Indian Cotton Mills' Federation's 
Export Promotion Fund 

1. The name of the Fund shall be 'The Indian Cotton Mills' 
Federation's Export Promotion Fund'. 

2.1. The 'Federation' shall mean the Indian Cotton Mills' Ferlera- 
tion. 

2.2. The 'Committee' shall mean the cwnmittee of the Indian 
Cotton Mills' Federation. 

2.3. The 'Textile Commissioner' shall mean the Textile Com- 
missioner to the Government of India. 

2.4. 'Cotton Textile Products' shall mean yarn and cloth manu- 
factured with cotton or with mixtures of cotton and other fibres, 
or mixture fabrics containing cotton, and shall include other pro- 
ducts and by-products manufactured with the help of such yarn 
and such cloth including tapes, newars, ropes, fishing nets, web- 
bings, hosiery fabrics, ready-made garments, mosquito nets, tents 
and such other items as may be determined from time to time by 
the Committee, in consultation with the Textile Cornmissioner. 

2.5. 'Contributors' shall mean those wrsons, Arms, associutions, 
companies or authorities as are called upon under rule 4.1 to make 
contributions to the Fund. 

26. 'Beneficiaries' shall mean those manufacturers, processors 
and exporters as art eligible to receive payments from the Fund 
under rule 5.1. 

The pmpow~ for which the Fund is established are :- 

3.1. To promote exPorts of cotton textile products. 

9.Z TO give incentives, monetary or otherwise, as may, in con- 
dtation with the Textile Ccrmmissioner, be decided upon by the 
Chmittct fmm time to time to the manufacturers, processors and 



exports of cotton textile products with a view to promoting the 
exports of such products. 

3.3. To horrcw or raise money for carrying out the purposes of 
the  Fund. 

3.4. To Incur expenses for the administration of the Fund and 
for carrying out sue.!? work of calculatrng and disbursing export 
incentives 8s may. In consultation with the Textile Commissioner, 
bc* decidcd upcm from time to time by the Committee. 

3.5. T ~ J  collect and disscmmatc informat~on on all matters affect- 
ing thc cBxpnrt o f  cotton tcxt~le products and to print, publish, issue 
and clrculatc such papers and circulars as may be necessary for 
dl or any of these objects. 

3.6. To send rcprescntatives or trade delegations abroad for any 
work connected with the promotion of exports of cotton textile 
products and to bear the entirct or such proportion of expenses incur- 
r td in connection thercawith as may be determined from time to time 
by thc Commit t t v  

3.7. To take j,alSt ,n Tar117 or other enquiries and the work of 
Committees, Confcrcnces. rttc., in  India or abroad. which have a 
bearing an the objects of the Fund and to incur expenses in con- 
nection therewith. 

3.8. To promote and finance rcscarch about cost of production 
and marketing of products with a view to promoting the exports 
of cotton textile products. 

3.9. To incur expenses in carrying on propaganda or publicity 
in India or abroad for the purpose of promoting exports of cotton 
textile products. 

3.10. To encourage and finance research and technical develop- 
ments in plant, machinery, products and processes with a view to 
promoting exports ef cotton textile products. 

3.11. To invest the money of the Fund not immediately required 
in such manner as may from time to time be determined by the 
Committee or on delegation of authority from the Committee, by 
one or more of the Chairman, the Deputy Chairman, the Vice-Chair- 
man, Members of the Committee and the SecretaryGeneral of the 
Federation. 

Contributions to the Fund 
4.1, Contributions to be paid by cotton mills and others having 

:direct or indirect connection with the manufacture, processing, dW 
tribution or  export of cotton textile products, shall be collected lh 



such manner as may, In consultation with the Textile Cornmw- 
sioner, be determined from time to time by the Committee and 
they shall be credited to the Fund. 

4.2. The decisions of the Committee as regards the quantum, 
manner and basis of contribution and the time limit for paying the 
contributions shall be final and binding on all concerned. 

4.3. The Committer. shall have the authority to decide lrvrn time 
to time, about payment of extra contributions by such wntnbu- 
tors to the Amd as are in default in paying their dues to the  Fund  
within the prescribed time limits. 

4.4. Any interest accrulng from the Investment of the funds  shall 
be made over to the Federation for being utilised for m y  of the 
purvows of the Federation. 

Esport larentivc I'nymcnts from the Funds 

5.1. Payments from the Fund to manufacturers, processors and 
exp,rrtc~.s in respcct of exports of cotton textile products shall be 
made in such quantum and at such time as may, in consultatiou 
with the Textile Commissioner, be decided upon by the Comrnittre 
from time to time. 

5.2. The Committee shall have the authority to withhold yay- 
ment of any amounts due to any beneficiary of the fund in case the 
beneficiary is in arrears of any Payments due by him to the Fund 
or otherwise, i f  in the opinion of the Committec the hencflcialy has 
done or  omitted to do any acts resulting in or calculrrtrd to result 
in derogating from the objects of the Fund. 

Management of the Fund 

6.1. The Fund shall be m n n a p d  by the Indian Cotton Mills Fedc- 
ration and the Chairman, the Deputy Chairman, the Vice Chairman, 
the Committee and all officers of the Federation shall hold c o r m -  
ponding positions in regard to the management of the Fund provid- 
ed that the Trustees of the Indian Cotton Mills-Federation shall 
not be ex-officio Trustees of the Fund, but shall be appointed under 
rule 7.1 of these Rules and Regulations. 

6.2. The Committee shall decide from time to time as to the por- 
tion of the total expenses incurred by the Federation as shall k 
attributable to exPenses for the administration of the Fund, 
9-g out the work of calculating and.disbursing the export incen- 
tives and for carrying out any of the obrecb of the Fund and on 
s& &termination the amount shall be debited tot he Fund. 
1463 (E) LS--?? 



63. The Committee shall have the authority to advance loans fnnn 
&e Fund for purposes of carrying out any objects of the Federation 
en condition that the Federation shall remain liable to the Fund to 
return the whole of the loan and to ensure that there is  no delay in 
making payments to  beneficiaries on due dates, because of the Fede- 
rrtlon having taken the loan 

6.4. If and when the Committee dcem it necessary or desirable 
lar the purposes of the Fund that any money should be borrowed o r  
ram, thc comm~ttec may, under their powers specified in Rules 
and Regulations of thc Indian Cotton Mills' Fcderation, borrow or  
raise money for the Fund to the extent required in any manner 
authorized undcr Rule 4.21 of the Rulcs and Regulations of the 
Indian Cotton Mills' Fcderation and at any rate of interest and on 
such terms and conditions and whether with or without security as 
the Committee shall think fit, and the money so raised shall be made 
aver as loan to the Fund. 

7.1. Therc shall t ~ ?  not Icss than two and not morr than five 
Trustees of the Fund to bc nppomtcd by a Resolution of the Corn- 
mittce. Any pcrwn for the time* being entitled to be nominated aa 
a member of thc Committee shall be c-ligible to bc appointed as a 
Trust=, but shall zpso facto ccasc to be a Trustee if he ceases to be 
eligible to be appointed as a Mcmbcr of the Committee. Any 
Trustee tnay bib  moved by A majority uf 75 per cent of the votes 
cast at a special Cknerwl Meeting of the Fcderation duly convened 
for the purpose of considering such removal. The Trustees of the 
Fcderation shall be eligible to be appointed as Trustees of the Fund. 

7.2. All the trusts and properties of the Fund shall be vested in 
the Trustees appointed under rule 7.1, and they shall have custody 
of all securities and documents of little relating thereto, and shall 
deal with and dispose of the same and the income thereof in accor- 
dance with the written directions from time to time given to them 
by the Committee. 

Accounts and Records 

8.1. Roper accounts and records shall be maintained in such 
manner as may be approved by the Committee. 

8.2. The Committee shall have power to determine the manner in 
which biUa, loans, Feceipta, acceptances, endorsements, cheques and 
other documents, shall be signed or executed by or on behaU of the 
Fund. 



8.3. The Auditars of the Federation shall also be the Auditors of ~ Fuad and an audited statement on the financial position of the 
fund for every year shall be sent with the notice convening the 
Annual General Meeting of the Federation. to every member of the 
Federation. 

8.4. The accounting year of the Fund shall b t b  the same ns that 
of the Federation. 

Dissolution of the Fund 

8.1. The Fund shall stand disuc)lved on siich date as may be deter- 
r i n d  by the Committee. 

9.2. On the dissolution of the Fund, accounts about the workirq 
d the Fund shall be made up  by thc Committcc within three monthr 
ef the dissolution of the Fund, and shall bc duly audited. 

9.3. If on thc d~ssolution of the Fund, the accounts reveal a deflcit, 
the Conmit!cv sh,dl dcclded upon the mvlnnrv In which thc dcric ~t 
shoulti tw rtutic grood. by colloc't~t~:l, ~f they < , I I  c!clcrdr fui-thrr con- 
t r ~ b u t ~ o n s  from the contributors of the Fund, or othcswisc. 

9.4. If on dissolution of the Fund, the accounts reveal a surplus 
h e  same shall be dealt with by the Committee in the following 
manner. 

The whole or such part of the surplus as may, with thc upprovd 
d the Textile Commissioner, be decided upon by the Committee 
shall be applied towards any of th'e objects of the Fund. The surplus 
of the Fund. not so applied towards the objects of t h ~  Fund, shall 
be distributed among the contributors to the Fund. The distri- 
bution shall bt. in direct proportion, or as near thereto as posaiblo, 
to the contributions received by the Fund from the contributors pro- 
vided, however, no contributor shall be entitled to share in the 
surplus so distributed if he is in arrears in respect of any of his con- 
tributions to the Fund. 

8.5. Notwithstanding anything contained herein above, a contri- 
butor shall continue to be liable in respect of his contributions to tho 
Fund till all dues payable by him in respect of his contributions to 
the Fund have been duly paid. 

General 
10.1. All acts done by the Chairman, Deputy Chairman, Commit- 

t* .rad OdPcers of the Federation'in good faith and within the powers 
mdc~rtd on them by these presents shall, notwithstanding that it 

.tkrwatda discovered that there was some defect in the appofnt- 



ment of any of these oace-bearers, be as valid as if every one of 
them had been duly appointed. 

10.2. Wrthout affecting the generality of the powers of the Cas- 
mittw, ~t shall have the authority to makc by-laws in regard to aU 
mri! ttrs connwtrd wlth thi. ctperation of the Fund. 

103 No :iltc.riitllm t h v - t  rules shnli be made saw rind t'urr>irt 
by ii 1 7 ~ i l ~ O ~ l t ) '  c , f  f h r w  fourths of the votes cast at a speclnl rnwtlng 
of t h ~  Cornm~ttet. of tht* Fcdvration called for the purpose of con- 
s~dcvlrig suvh  allr~r;~tic~ns provi(3t.d the :,!tvratmn so passed shall not 
be cflrctivc unless ~t h,~:, thr. approval r,f thp  Textl!e Cornmissionor 
to the Government of India 

7. :\,lininist~xtion I l y p a i w  ot rh,: fm.f 237fl1674 

8. Intcrcst p i d  on lonn from t:t>venuno~: 3,28,52 r 

9. Hank charges for Disburscm:mt of I i ~ c c n t i ~ c ~ .  50.278 



-- . - . -- - - - . . . - . -.- . . -. . - .. - .. . -- . - . - -. . . - .. - . . 
*The accounting ycar of  the Federation was cnlendvr year t i l l  1962. A s i t  was rc- 

gistcwd as a trode un:on urJc r 1 he Trdjon TI& I,.nions' Act, 1926, it had to chnngr 

the accmnting year :o fimncial ycrr in July 1963  ;is pcr thc act., md i r  clovcditr 
rccotnts cn :r.?.:q(q rcr :he p x ' c d  1.1.1963 !031.3.1964md on 31.3.1965for 
1514-15 7 he T I  d ' i n  '1 i :  2: VsLors' Acr, 1926 was amended in 1965 requiring t r d c  

1 rkr. s ' o  n.  in's.^, ac c c c t  ' I or Ca!adc r yc at basir and, thcreforc, the Fcdcraion 
changed its s-ticg y c u  to calendar ycar in 1965 and presented rccountv for the 
p c r i ~ d  f i ~  1-4-1965 to 31-12-1965. From 1965 onwards the acoount~~ are 

mrintaincd on Cllendar >tar basir. 



Indderrt.Uy, tbe Committee find tb.t the cornpiktioa on s s l , H  
Promotion Scbemu prepared by tbc Dimtormte af CoanxrwrcW R1 
lkity has been marked ur CbddcnticlllFor OBtic&i Use only. TbQJ, 
however, feel that it is advisable to publicist this compil.tion L 
order to make i t  available to the general public. 
(SI. No. 20, para 2.22 of Appendix XLV to the 50th Report (3rd Lok 

Sebha) I .  
Action taken bp Government 

Tbc compilation of Export Promotion Schemes was intended for 
tho use of administrative authuritics, Export Promotion Councib, 
adrminintrativs officorr and exporters directly concerned with the 
whcmos. It was thought thnt if t h j ~  compilation was made a.iailable 
ta  t h w  who are not directly concerned with the schemes, t h e n  
could be some cmbar~sstricnt with inicrnaticmal organisations dealing 
with intcrnatisnal trade and importers in foreign countries might bo 
tempted to ask for at least a pnrt of the rnonctnry benefits from the 
whrsmt to be pnawd on to tbcm. 

I'hr F~port  Promotion Schatncs incluclc*d in the conlpliation re- 
larrtd to by the Public Accounts Committee h m c  since been abolish 
ed. Rut cvcn in the ca.w of rech as~istancc schemes which h a n  
rincc hccn intrmluccd, it hns been considered that if the details a n  
too widely circulutcd, we would run the risk of facing cmbarassmont 
and exporters rnipht run thc risk of prrksurc from importer?r t m  
depress cxpart prices. 

[Ministry of Comtnc!rcc & lndnstry, O.M. No. 22(10) jGBPAC, dated 
16-1-1967]. 

Recom~nenda t ion 
The Co~nmittec arc not hnppj to learn that having a few itemr 

ol ore, neither the M.M.T.C. nor the S.T C. maintain any list of com- 
modities which can he cxportcd ar imported under the Bartor 
S&enia I t  has h w n  stated dtiring the course of evidence that it 
is not praclicable to draw up any such list as the commodities a n  
changed tram time to time according to the esigcncies. While the 
Committee concede thnt no permanent list of such commodities cam 
ln drawn up which will nrcct the varying needs of the t rade over a 
l tngth of t h e ,  they fnil to understand why the Ministry equipped 
with a11 the narresMIry knowledge of the trends of intcrnnl trade aarl 
which have experience of barter deab during tbe last eight year ar 
more, 8houLd not be in a position to prepare a list of items accep- 
table for barter from time to time. Moreover, the dilculties against 
the preparation of sucb a List do not appear to  be insurmomrtabb. 



'Ibe Chairman, S.T.C. dated in evidence, "Since lUS, we know from 
pfaceaenb to what is regarded as acceptable. Then wa consistam- 
tip hold mccteiags, we a h  know that in a certain year, we may ha*. 
to face didRc9ttidsn. I t  is  obvious. therefore, that tho commoditkn 
which can lm amsiderod for barter are known to Government a d  
the plea that. "What is in one's mind at one moment may not k 
Laown to anyone* is not cogent enough to substantiate the stand 
against having a list which could be made use of by the traders of 
the  coluntry in g e n d .  

The Committee are glad to obscrve that in n suhscqttcnt meethg, 
(arranged at the instance of the Ministry), the Secretary, Ministry 
of Commerce was receptive to the suggestion that R list of commodi- 
ties ncceptable for barter cuuld be prepared and amended from t h e  
to time. 

[Sl. No. 33. Para 3.8/3.9 of Appendix XI,\' to the 50 Rcport (3rd 
Lok Sabha) 1. 

Recomntendation 

The Committee fiud that the Schtme of barter which was w o l v d  
in 1958 with the purpose of importing more stccl and ultimately 
extended to cover the import of other itcrns essentitllly needed i m  
the country by exporting items which were 'dificult to sell' #till 
continues to he in a nebulous state. 

[Sl. No. 34, Para 3.10 of Appendix XLV to the 50th Report (3rd 
Lok Snbha)]. 

Recurnmerrdation 

Under the circumstances where there is no systematic yrocodura 
of issuing periodic press notes ciralatq giving adequate information 
about the barter deals, excepting those who arc already in the hnrtcr 
dells or those who have access to oflicial heirarchy, the trading com- 
munity in general is denied the benefit of getting information rcgnrd- 
ing the details of the different schemes of barter which ate in opcra- 
tion or which are likely to be taken up or the commodities which are 
Permitted for export/import under the barter arrangements. A3 it 

the initiative rests not with the Government but with each indi- 
vidual trader to approach the Government to find out for h i m d  
whther a particular commodity could be bartered. 

iS1. No. 35, Para 3.13 of Appendix XLV to the 50th Report (8- 

Lok Sabha) f .  



$bee the objective of tbe scLsmt ia to expert "di5dt" i- 
ft in d! Ue molv esmnfi.1 that the trading annmunity is kept f d y  
Uormd. The Cammitteo thercforc, shmgly feel that the workisl: 
$1 tbe prcrcant Scbcmcs a d  reorientation. They, therefam, sug- 
mt that the Mirrl,try should devise ways and mean5 by which all 
lnlonaaCion prt- to the barter transactions inciading the tist 
af commoditimr are adequately published and are easily made avail- 
able to those who want to tab advantage of them. 

[SI. No. 36, Parii 3.14 of Appendix XLV to the 50th Report (3rd 
Lok Sabha) 1. 

The Committee feel cunccmrd to note that lnom than 90 per cent 
of the propocrals have to be mbjwted for some reasons or  the other. 
Thin only indicates that Government's policy in regard to barter 
denla is not fully known to the trading community in general result- 
k g  in a lot of infructou., efiort by the pa r t i e  concerned. 

[SI. No. 37. Para 3.17 of Appendix SL,V to thc 50th Report (3rd 
11ok Sabha) 1. 

T h y  feel concerned to leurn that a substantid part of the export 
ebligation of thc party in respect of manganese ore was taken over 
byjl'the M.M.T.C. for which the pnrty was required to pay 25 per cent 
more value. The Chairman, M.M.T.C. explained that this was be- 
cause of the policy decision taken subsequently that the export of 
manganese ore should be taken over by M.M.T.C. after December, 
1964. Even so, the Committee are of the virw that tbe export obli- 
gation under barter deals must invariably be fulfilled by the party 
concerned. They hope that such cases will not recur. 

[Sl. No. 40, Para 3.23 of Appendix XLV to the  50th Report (3rd 
Lok Sabha) 1. 

Recommendat ion 

In regard to the  Aution of import prices, the QI13nnan, S.T.C. 
Lad stated doring evidence: "We do not fix the priccs; but we do 
am that the priese are nrsrroably competitive.. . . . . We also barn 
a (Censral knowiedge us to the price at which things get imported". 
The Committee were, hawever, informed by the CB.Qrman, M.M.T.C., 
t k t  after bnrter deal was applovad m d  the letter of intent hued, 



a detailed buter ccmhct was -tared into, which stipolhted the 

 part^ 4 i p d v e d  in the Mor W r  W t t o  bw- 
mu, Bpd that there is no such system obtaining in the S.T.C. b 
fhb case of jute goods or tobacco, the Chairwan, ST.C. stated: 'w8 
mentioned only tJw value and nut the quantity oither in tho  ex- 
porter's contract column or the implementation colutnn". Tho Com- 
mittee tee1 that untcss the qqantity and quality of the goods to be 
exported and imported are also mentiatlad in the contract, thcro is 
scope for the traders to get unintended benefit by the manipulation 
4 prices. They are, therefore, of the view that the practice follow- 
ad by M.M.T.C. sho~ilcl n lw  lw introclwcd by S.T.C. 

[Sl. No. 42, Para 3.27 of .Qptwi~x: XI,\.' 1 , )  thr 50th Iicport (3rd 
Lok Sabha) 1. 

The Conwrittee are wrpriwd to note that  while M.M.T.C. hnva 
considered it desirable and have introduced duplicate clrecks to en- 
sure that the cornmoditit.?, cxported under the system of barter 
strictly conforn~ to the lc*rnw, of the ilgrocment, the S.T.C., a sister 
uganisation, hnve no such system. The Committee considcr tbia to 
be anomalous. It is not quite understandable how tho S.T.C., in the 
absence of any such machinery exercise any control on the quality 
of the goods exported wider a barter. 
[Sl. No. 43, Para 3.29 of Appt:ndix XLV to the 50th Rcport (3rd 

Lok Sabha) 1. 
Recvn~rn~ndat  ion 

The Committee suggest Lhnt Gavcrnment shoulai consider the 
questlon of introducing proper system of checks by the S.T.C. re- 
garding the specifications etc. of the bartered commodities in the 
same lines as by the M.M.T.C. 

[Sl. No. 44, para 3.30 of Appendix XLV to the 50th Report (3rd 
Lok S a b h )  1. 

Action taken by Government 
The observations, and suggestions for action contained in these 

paragraphs, have later been summarised by the PAC in Recommenda- 
tion Number 52 (Para 3.45). in reply to which a detailed note is being 
submitted to the Committee. Accordingly, separate' replies are not 
being offered in respect of these recommendations. 
tMinistry of Commerce O.M. No. 7(12)-Br. A166 Dated 12-4-1967]. 



T & ~ a m m i ~ ~ t t o ~ t i u t r r h i l s t b r s a o b h ~  
pn dddh aboat tbe daJl no bf~~~l~tioa/srpLartS~ by kr 
gbaa u to why high prIoriV rru given for tbe import oi staph dbrr 
except stating "Government had eonsidered the import of staple fih 
.r m osscnti.1 item agPind the mportm of Indi.a rug&'. The Cosr- 
nJttee feel that the Empart of staple Bbm is not strictly conddeat 
with one of tbe guiding principles for the barter deals viz. 'eacrentially 
of imports' and by importing staple fibre in a barter deal the Ministry 
brva violatad this principk. 

It &add be remembered that the export price of mgar (to be sold 
in the international market) is in the neighbourhood of Rd 50 a bag 
whereas its internal controlltd price is in the neighbourhood of Rs. la0 
to Rn. 130 a bag. So in view of the fact that sugar is being highly mb- 
nidiscd for export, care should be t&en by the Ministry of Commerte 
that commoditie~ like staple fibre ete. are not imported in lieu thereof. 
The Committee would also Poikc to impress upon the Ministry that they 
should be more strict in adhering to the twin principles of the barter 
deals viz. essentiality of imporb and additionality of exports. 

In thilr connection attention is a1.w invited to tbe obsewatian of the 
Committee made in pslra 1.38 of this report. 
[Sl. Nos. 45 & 46. paras 3.34 & 3.35 of Appendix XLV to the 50th 

Report (3rd Lok Sabha)]. 
Action token b?j Government 

At the comrnencemcnt of the sugar year 1961-62 (November- 
October), there w a s  a stock of 11.83 lakh tons of sucnr jn tht? country. 
Thc production during the year was estimated at 26.5 lakh tons and 
the consumption a t  24.5 lakh tons. Thus, at the close of the year, 
mgar stocks in the country were expected to rise to ebout 13.8 lakh 
tons. Aftcr provitlinq for an essential carrv-over of about 7 lakh tons, 
it was estimated that wc would bl. left with snrp;us of n?)nut S lakh 
tom of sugar during that ycnr. The question of disposing of thb 
cugnr through exports by nl! available methods (including barter) 
had to be explored. 

2. On an average, the f.0.b. cost of sugar worked out to Rs. 800 
per ton after nl'owing for ful l  drawback of excise duty and cane 
purchase tax. Against this, the export realisation then worked out 
to Rs. 550 prr ton on exports to USA, Rs. 350 per ton on exports to 
preferential markets (Malaya, Singapore, Canada and the U.K.) and 
Rs. 285 per ton to other international markets. The supply price of 
sugar was fixed by Government and sugar could not therefore, be 



sported belaw these M c  minimum pries. During thb pa- 
the basic minimum prices had been indicated as f 23 & E #), 
(which if necessary could even be f 2!2 & f 26 respectively) for 
preferential and non-preferential markets. These prices were eviear 
then considered about 20 per cent higher than the world market 
prices. So losses wuld not be avoided in the export of sugar and 
had to be made up if we had to have worthwhile bus~ness prvposi- 
tion, visa-crs disposal of surplus sugnr stocks. In respect of cash 
sales the exports were subsidised; in the barter transactions they 
have to be made up by counter imports. 

3. There had been very little exports to Canada in the past and 
we had to makc a break-through in the mattcr of exports to Canada. 
Even at competltwe prices, it was unlikely that a substantial demand 
would be built up  for sq.r;nr as supplies werc rivi~ilnble in plt~nty from 
other sources which had their financial and other intcrcsts. I t  will 
thus be swn  thnt wc had a large s ~ ~ r p l u s  of sugnr whose disposal via 
exports bristled with dimculties. 

4. During this period, there was on the other hand an acute scnr- 
city in the availability of cotton in the country. As a result, it wan 
apprehended that  thercb might arise a ''cloth famine" and in any case 
a fall in the exports of textile from the country. The demand for 
cotton had to be satisfied not only in the aggregate but also in term& 
of specific varieties of cotton required by the mills, since they are 
unable to substitute one varicty for anot!wr at short notice in thcir 
mixings. One of the sectors in which the scarcity was particularly 
noticed was in rcspccst of long staple cotton. Aftor t:ilrin!! into con- 
sideratim all the f;~ctrjrs it:vc.)!vcd, i t  was intcr aiia tltuidc!rl to import 
on an urgent basis ab9ut 50,000 bales of cotton under barter. 

5. The pricc of long staple cotton during that period was in the 
neighbourhrwi of 30 to 35 d .  per Ih. Thtx intcrrintionnl pricc for staple 
fihre was reported to be 21 d. per lh. c.i.f fnr !,he 1.5 denier and 1.5 
staple, which the cotton industry was willinq t o  accept. This staple 
fibre was cheaper to import than long staplc r dton; the staple fibre 
was as good as long staple cotton, and its spiming could be done with 
the same machinery in the cotton spinning mills. 

6. The f.0.b. realisation on the sale of sugar was expected to be d 
the order of &9,06.500 which would get as counter-import about 
4.625 tomes  of staple fibre (equivalent to about 23,000 bales of 
catton). Resides, the barter importers werc also able to get a dig- 
count in  the international prices of the staple fibre. 

7. The losses involved in the exports of sugar could be made UP 
only by making appropriate loading on the internal price of the im- 



pow item after its import 3 interP.tiolull pcie. Whib thqsw 
war r point byund which boadulg un internal price crulcl tmt Im 
ma& on cotton, such loadmg was mwc practicabk or; s:apie f i b  
in dew d the high cost of the indqgenous product as campared fo 
tiw impvrtcd prlce Thc &fference in prlces provided suf!Ment ope 
rational tkxitrrkty, which could help in wlping out the losses involv- 
ed In the export of sugar. 

8. It was in these circumstances that it was decided to permit the 
import of staple flhre in the context of the urgent necessity to pro- 
vide the milis wlth sumcient raw materials to enable them to func- 
tion ~ ~ ~ r i n t c ~ r r t ~ ~ ~ t c * ~ t ! y  

[Ministry of Commercc O.M. Nu,  7 (  12)-1% R. A '66, d3tc.d 12-4-1967]. 

Rerominendat ton 
m 

From the caws citdl in para 338 the Committee observe that the 
principle of barter viz. "twwntiality of imports" has not been strictly 
followed. They regret such deviations and hope that adequate are  
would be taken to follmv the principle of 'essentiality of imports' 
more strictly in future. 

[S1. No. 48, Para 3 39 o f  Al~pmdrx S 1 , V  to t h e  5Uth Rcyoct (3rd 
Lok Sabha) 1 .  

Sincc, scconling Lo widcnca, the import licc~nccs arc operative only 
to the extant to wMch a party earn foreign exchaqe, the Commit- 
tee fail to understand how the possibility of i ~ i a g  import licenca 
in excess of the amount of shipments effected by a party could exist. 
Thsy would, therefore, suggest that tbe Ministry should consider 
whether the prasmt p d c s  could be raplaced by a system where 
the import licances are issued only to the extant of foreign exchange 
tarried and the element of qntedity which is inherent in the present 
~ y r t s m  h rmnoved. 
[SI. No. 49, Para 3.41 of Appendix XLV t o  the 50th Report (3rd 

Lok Sabha) 1. 

Recommendation 



ga d) tiun the FOB value of experts under every barter deal, so 
tbat ash bmter dad may w m t e  m e  free fwoign exchange for 
thc eormtry. 
[Si. No. 50, Para 3.42 of Appendix XLV t o  thr 50th Report (3rd 

Lok Sabha) 3. 
Recomnwnda t :on 

the statement 11 of Appendix XX, the Committee find tbat 
in a number of b r t e r  deals, the items of rxpart eoneisted of 'sweet- 
ening agents' or 'cushions' only (e.g. juQe goodq jutc I~ags,  tobacco 
ctc.). While the ('ninmittce agree to the principle that n s~nsll  pro- 
portion of exports mag consist of traditimal items, to make a bnrter 
dcd attractive, they are of the view that the larger ptinclplta of addi- 
thnality of exports shouid he observed to a greater degree than has 
been the practicc so far. 
fSl. No 51, para 3 44 c,f Apyrcnd~v XIAV to the 50th Rciwrt (3rd 

Lok Sahha) ]  

The oh.stxr.vntions ,inti s~r~~r,tc:;ttr~lis for action rontainod In these 
paragraphs have  l a t v ~ .  bccn slimrnariscii hv thp PAC ~n Ii twmmen- 
dation Number 52 (Para 3.45). in reply t o  which a detniled note is 
being subm~ttcd to !!w Cornrnlttce. Accardlngly separate replies a r e  
not being clffcrwJ In rvspect of t h e w  rceornmmdations. 
[Ministry of Commerce, O.M. No. 7(12)-R&A/66, dated 12-4-19671. 

Recwrume~tdat ion 
In the light of the detailed examination of the barter deals, mrrin- 

ly from the point of export promotion, the Committee would like te 
make the following suggestions:- 

(a) There should be a clear formulation of the policy in regilrd 
to the acceptance of barter proposals and this should be 
made widely known to the public. 

(b) The healthy principle of additionality of exports and ej- 
sentiality of imports should he adhered to as fur as poasi- 
Me. 

(c) List of items acceptable for Imports and Exports for barter 
dals should be determined and announced each time with 
the Import Policy (six monthly). 

(d) Quantity, quality and price of item9 to be imported/ex- 
ported should be clearly stipulated in each barter contract 
to avoia the possibility of their @ttipuletion to get unln- 
b d e d  benefits. 



( c )  S.T.C. and M.&LT.C. should have proper urd deqrdb 
machinery to know tho prevailing internal md intsrar- 
tknaBl price5 of commoditieh 

(f) Suitable monetary limlt r h d  be b e d  fa crch barter 
eomtract. 

(g) C.I.F. value of hnporb &auld be 20 per cent lower than 
the F.O.B. d u e  of srportr in a butar deal ta generate 
frss foreijp exchange for the counw. 

(h) In every barter deal, export should precede impart. 
[Sl. No. 52, Piira 3.45 o f  Apyscwiix XI,V ti) the 50th Rcport (3rd 

Lok Sobha) 1. 
Action taken by Got~ennnent 

Thcgc suggestions were made by the Public Accounts Committee 
prior to the drwaiuatinn; the changed situation created by the devr- 
luatlon has to be taken into account In exam.nlng or im~lementing 
&csc tiuggmtions 

2. Becauw of our relat1vca1y small volumtl of foreign trade and 
ao as to r ~ t r ~ ~ n  thth mnxlmum t l~x~hi l r ty  In thck rcvl~sat~on of foreign 
exchange earnings from our exports, we have resorted to barter 
or Iink or parallrl deals only to the min~mum extcnt possible. But 
barter is one of the oldest forms of trade and its nature as &stin- 
guished from other forms of trade has first to t~ recognised. In a 
*mtr, 11 is II mcthod of obtnining teveragc to sell gotds ( L C . ,  exports) 
where in m y  case some goods have to be purchased ( t .e . ,  ~mports). 
In a country which has enough exports to pay for its imports, o r  
generous foreign exchange rccer:w otherwise, there might be no 
hesitation to undertake imports without imposing an rrbligation 
to generate foreign exchange for repayment, our case is very far  
from that. Similarly, while imports can be financed also through 
credits or  loans or other forms of aid, in effect the obligation to 
cam foreign exchange to repay such aid is passed generally on to 
the community without any obligation having been linked. at the 
time of imports. to generate exports and thereby help towards re- 
payment of the imports bill. It is against this background that 
barter or link or parallel deals have to be considered when we are 
faced with considerable surpluses in any export commodity or And 
them difRcult to sell on cash or And that the direct sale on cash 
brings us lower prices in terms of foreign exchange than could be 
available through special arrangements like barter. Like-wise, the 
need for such deals can arise in an effort to raise the level of trade 
with particular countries or where, otherwise, the trade despite 



k t  efforts mtinues at a very low level or there is r chronic adverse 
balance of trade against us and th? changing of such a situation is 
found to be in the national interest. 

3. Our experience in this field shows that the situations in which 
barter/link/parallel deals have to be considered may thus be clasoi- 
fled into the following three broad cntcjior~es. and the criteria under 
each category will have to conform to the central objective which 

re - -  the category in question is intcnded to achim : 

(1) Commoditp based deals: 

These are dcals where the main aim is to promote the exports 
of certaln commodities which arc difficult to sell on normal cnsh 
basis. 

(2) Coltnt~y based deals: 

In this category of deals, the ccntral objective is to r a w  the  
lcvcl of trade, part~cularly exports to a particular country or reginn. 

The principal object of entering into this type of deal is to 
finance the import an essential commodity, which India 
is importing from a country, through exports of specifled 
commodities. Opportunity is taken under these deals to 
include along with items of normal exports a limited pro- 
portion of new or difficult itcms. 

4. It follows that, in the context of the broad objectivc of each of 
the three broad categories mentioned above, the suggestions made 
by the Public Accounts Committee woulg apply in varying propor- 
tions. Keeping that, and the foregoing analysis in view, the eight 
specific suggestions of the Public Accounts Committee are dealt 
below in the succeeding paragraphs; for facility in presentation, they 
are taken up  in an order slightly different from the order in which 
they have been given in the Report of the Committee:- 

1. "(b) The healthy principle of additionality of exports and 
essentiality of imports should be adhered to as far as 
possible." 

To take the imports first, it is agreed that essentiality is the cru- 
cial test that the commodity list as regards the import leg of any 
deal of this nature must pass. As stated earlier, barter etc. is only 

method to  obtain leverage, to push exports, by linking them to 
b p o ~ . t s  which are otherwise essential and inescapable in any case. 



Tbe concept of additionality of exports, h m n ,  preacnts mom 
dii8cutty in practice.. The content and the nature of such additirma- 
lity, firstly, would differ both in character and degree in their appli- 
cation dqwnding upon the category of the deals in question; in com- 
modlty b a d  deals, the bulk of the export packet should be addi- 
tional In the country based deals. where the centra! objective is 
to m i ~ e  thc level of trade between the two countries, both the con- 
c~ptfi-.-~lf additionallty of cxprts as well as essentiality of imports- 
h~rl'c* to mmc cxtent to b~ conditioned by the basis of reciprocity 
twtwecn the  two countries Regarding the  country-cum-lulport com- 
modity htrwcl dcala, t h r  import itcms by definition would be of essen- 
ti;&' i' vns, thca export p;rckdrt might h a w  to include :, larger propor- 
t ~ r w  o f  items which are nonnnllv cxprrted trr ttint particular coun- 
t t *  hivt *vlth n cwtnln portion of our "dimrult to scll" itrmc: nlw 
i~t idtd  r t l t .  t tw u~rrccpt r ~ f  achiit~onnl~ty has to be vlewetl Rexl- 
h ly  n n d  I )  ~t oli'v h v  taking into consideration the overall exports 
from thls c+ountn wl7ir.h miqht fluctuate. item to i t rm and from year 
t i t  vcsr, for R var9c.t\ of nthcr  rpasons. A d d i t i ~ n n l i t ~  ha', also to be 
judmd f r c ~  thi. ;irrglc of our hcing able to sell the "difficult to sell" 
itrn'm in I W W  rn:lrkd<> \vhcrr thca pnrtiwlnr ]tern of that qualitv has 
not hrcn sold bcbfarc, o r  sold only to  a nt*pligible extent. and where 
thcrv is potrnt~nl w r h  new m ~ r k ~ t a  offer fnr buildmg up future ex- 
ports of thnt item 

2. "(h) In evrrt. hartcar tfc:~l, cuport should precede import" 
This is wwptc4 ns hms! thc* srrlutnry genera! principle which 

should normally ha follotr~ccl, :rritl ~ v h i r h  has i n  fact been followed so 
far. Tlrerc h;wc been, ~ c J w ~ v ~ T .  situat1on.s--which ndght ncur 
again-whrre, h i i v i ~ ~ f i  no othcr source or means of finding foreign 
exchange to mcct imminent physical shortage of an essential impart 
item, in our own intcrest'wc have had to negotiate for the import 
itcms to arr.;w w e n  in advance of generation of fsnds through ex- 
ports from India. In such cases, however, it will be necessary to 
take ndequrrtc safeguards so as to ensure thnt the exports do mate- 
rialisr, even if  subsequently, and the requisite foreign exchange is 
e:nmcd thrnuqh the esports. One method suitable in such cases is 
stipu1a:c that rtamittancc nrfninst such pre-imports would not be a1- 
lowed until the forrfgn exchange is generated through the exports. 
In such cases, the partv has to be persuaded to outlay considerable 
foreign exchange, involved in making those shipments through pre- 
imports, and pay interest charges etc. on such outlay, because of 
which some compensation has to be provided to enable them to  re- 
cover all or part of those expenses. Another alternative method 
c a d d  be to  insist on the foreign buyers, agaiqst the export con+& 
t o  open a ''red Letter of Credit" under which w e  can be gennitted 
t o  draw certain percentage of the sale price, which will be in foreim 



exchange, if after 30 days, of declaration of load readiness al export 
-go, the buyers fail to nominate the vessel and lift the cargo. To 
cmclude, if may be reiterated that the general rule should be thnt 
export should precede import and any departure therefrom should 
be just~fied only by the urgency of the import ~ t c m  bccoming physi- 
cally available and safeguarded by suitable stipulnt~ons so as to rn -  
sure that the exports do rnater~alist*. 

3. "(g) C.T.F. value of imports shotild bc 20 per cent loli'cr 
than the F.O.B. value of exports in ;I barter deal, to ~ W P -  

riltc free f o r t q n  cschange for the country". 
The desirabll~ty of such a target. w h h  ncgotlating ilcals of' this 

nature, is accepted. It  would. however. be seen that in pract~ce this 
may be very cilfficult to implemrnt particularly ~f corlnin cther dcsi- 
rablc* ohjcc.?i\~t~; have at the. -:in1t3 t ~ n i t .  t ( I  s t ~ ~ ~ r c d  F'nr ~ r ~ s l a t w ~ ,  
if under such dcals, both exports i~nd imports artB to hc ~ n n d c  nt in- 
ternationally cnmpctitivr prices, obviou.;ly thc nthrlr pnrtirs wo\~ ld  
not agrcc to the C I F ~yalr~c of imports bcrnl: thus lirnitccl. 111 fact, 
when export is made on F 0 I3 basis and import 11; to bib mntlc on 
C I F. basis, the other party has already to untl(&rtahl.* tht- rwponsi- 
hility of  paying the freight both ways and has to rrimlmrsc~ them- 
selves for the freight on thc import comrnotl~ty by taking ndditlonnl 
goods from 'India. If Imports permitted against barltbr dwls  arc to 
be for a v a l u t ~  siibstantl;ill~. I ~ s s  t h a n  100  PI' r t ~ i t ,  ~t woulil i nmr i -  
tably mean that therc will be some loading, v i s ~ b l ~  or  invis~bl(>, on 
the imports. If it is intcndcd to raise the obl~gntiori of thc bartcritig 
party to more than earnlng the transport cost b:dh ways in aricl~tion 
to  the generation of foreign exchange for payment of F.O.EI, vnluc 
of imports, the problem would arise as to the sourcc from which he 
has to meet the additional expenses. In these circumstancw, it is 
submitted, while efforts should certainly be made during negotia- 
tions of any fresh deals so as to limit the imports to 90 per cent of 
even 80 per cent of the F.O.B. cxport value, t h ~ ;  cannot he made a 
break point if the deal in question is found to be in the intercst of 
the country jn other respects. As regards country based dcals, 
where we wish to increase our exports both in traditional and non- 
traditional items. there would also be the question of reciprocity and 
equality of nations. In such cases, at  best, the deal could only be on 
the equation of F.O.B. value of exports to the F.O.B. v d u e  of 
fmports. 

4. "(f )  Suitable monetary limit should be fixed for each barter 
contract". 

This suggestion is accepted, and is in fact already being followed. 
?n negotiating such deals, mnetary ceilings are  determined after 
1453 (El L a .  



tafdng into account the status and standing of ttaE PLrtn in in- 
tfonnl trade, their past prfonnance, and their contracts with the 
overmew Inkre$ts both in regard to items of exports as well ao of 
imports. Thc monetary cei:ing Axed for export obviously limits the 
ceiling for  ~rriprt. hioreover, in such cleals the firnts are usually 
rcqulred o l r ~  to execute a Bank Guarantee for a certain percentage 
of the uvcrall value of the deal and that by itself acts as an indirect 
check crn the monetary value of the dea!. 

5. "(d) Quantity, quality and price of items to be imported/ 
vxpurtwl  should bc. clearly stipulated In each barter 
contract to avoid thc possibility of their manipulation 
to get unin tendcd bcncfits". 

Thc proccdurc fol1owt.d by the M.M.T.C. IR respect of barters IS, 
after obta~ning the approval of the Ciovernment In principle for a 
deal involving export of certain commodity/commod~tics and like- 
wisp for !rnpor~ of cSrv-t;rln cw,vntlaiiy nrhc~ric'd matcr~al/matcr~als,  a 
letter of intent is issucd to the firm by the M.M.T.C. with the stipu- 
lation that f i i  rn cuntracts  should be negotiated within a certain spe- 
ciflrd period which is subject to thc approval of the M.M.T.C. Such 
contracts when cstl~hl~shcd arc commercial contracts in which quan- 
tity, qual~ty, pricc, delivery ctc., arc c l ~ a r l y  out and thcre is t h u  
no pclssibil~ty of any rnanipulatlcm. 

The procedure in rcspcct of barters agalnst bulk itcms of exports 
like sugar in the case of S.T.C. is that, after obtaining the approval 
of the Govcrnment in principle for a deal involving export of certain 
commodities and likewise for import of certain essentially needed 
materials. a letter of intent is issued to (for a general agreement 
arrived at with) the firm by the S.T.C. as the case may be with the 
stipulation that firm contracts should be negotiated within a specific 
periad subject to the approval of the concerned Corporation. Such 
contracts when established are commercial contlmcts in which 



quantity, quality. price, delivery etc. arc clearly sp l t  out and there 
is :lo yossibikty of rnaiupulat~on. In rcgard to export p c k c t ,  how- 
ever, all that can be dcne ls to stntc the f a.0. value of csp,,rts that 
would match the c.i.1. value of imports. The yurchaws of ?tic 
several ntenu incii~dcd In thc csport pnekvt would bc ma\lr. under 
spC\.fic contracts riurmg the c o u r w  of tlw pdrind f<lr \vl\tch tlw c!c,~l 
is to run. The purc!wes nrr t o  hc matits f t . o r n  1hP ~n.l::t:r,trturt*:'~ 
or exporters in the  o p t ~ l  m:3rkrt a t  ivlll  kn1,lc prwcs p1.r 1 :tillnj: :it 
$he time of  entering ~ n t n  thc) cant rx t .  'I'iick tisntlon of krr!t*t"i wouI\1 
have t o  be ncgc.~ti:ittd bet lv txv  t h t -  ~ ~ ~ ~ ? i t ~ s  ccmct~rriid 1 1 1  pi~I311c 
cc~rprat ions i l l  surh cnscs, howt.c\.cr, rt1:istt.r thc c.ontr.\cis :tnd scr  
t o  it that the prices nt tvhieh t h ~  contriwts hatre brcn cntt:rcd into 
ale reasonable in the circumst~ncc~s and arc not such as would be 
c n p ~ b l e  of manipulation. 

6. " (e) S.T.C. and M.M.T.C. should h;~vib proper nnd ntfcyuntc 
machlncry to know thc prevailing intc:rnnl and intcr- 
national prices of commoditics." 

h1.hl.T.C. hns fairly adc~cluatc machincry to studv the markcst 
trerlds, both internal a s  wcll a:; inttmntlonal, and stcli tlat:~ are 
r.vnilable to be taken advanti~gr* of cturlng ncgotintions. The  S.T.C. 
has aiso some machinery of thiit t~nturc Thc sufigcst~o~l is i~cc~p tc~d  
and, to the ostcnt necossay, such machinery both i n  the S.T.C. 
and M.11I.T.C. will be strcbngthc:ncd so as to discharge its rt*sponsili- 
lity in relation to thc. incrcas~ng volurnc and complcsity of businejs 
5hat thc respective Corporations have to handle. 

7. " ( a )  Thcrc should be a clcm fomulntion of thc policy in 
regard to the acceptancv of bartrr proposals and this 
should bc made widely known to the public. 

(b) List of items acccptablc fur Imports and Exports for 
barter deals should be determined and announced 
each time with the Import Policy (six monthly)", 

These two suggestions are being dealt together, as they arc vcry 
closely inter-related. It  is accepted that wide publicity about the 
policy in regard to barter deals is as such a healthy and desirable 
proposition, in its application to particular cases, however, it might 
have to be qualified by canons of business prudence as explained 
below. 

'Normally, exports and imports of commodities take place on 
account of their qulity and competitiveness in price. I i  a commo- 
dity is notified in advance as a barter commodity, the11 it is quite 
likely that the exporters in India may hold back cash sales in order 
20 link i t  up with some profitable item or items of import. The  



RECOMMENDATIONS iORSERVATIOPu'S IN RESPECT OF WHICH! 
HEYLIES OF THE GOVERNMENT HAVE NOT BEEN AC- 
CEPIXI) BY THE COMMIlTEE AND WHICH REQUIRE R E  
ITERATION 

The Coninrit tee fail to unticrstanci how the Minihtry of Commerce 
could decide without even consulting the Ministry of I r i~~aece,  not 
to edorrc the honds, thf .  ntm-forfeiture of which has resuIt.ed i n  a 
10% of rcvcnuv 11) the culvril or' ftr. 1.51 crorcs. nforeovcr, the Minis- 
t ry  of I'inrtnw, were n h o  r!o? con~+uitcxf in regard to thr* foregoing 
of the fort-i;n cx~hirngr c.arr\iny;s to tune of 1;s. 5.29 crow.; though 
thc Rulc of thwinc-,h ~ : ~ i i i l ~  i t  clear tFi:~t in finnnciul mnttero thcre. 
should bc consultation with t h c a  Ministry ai Fitra~ice. Tlrc Conimit- 
tcc v i c ~  saw11 IU~)WI \sit11 g r * . ; ~ t  corrccrn and rrcomiues~cf that the. 
Ministry of Crm~nerrr* s 1 ~ 1 u l d  h mart* rarcf~ll  and vigilzint ;ind con- 
sult thc Ministry of Finance ia matters involving huge fin:mrinl 
implications. 

In view of thc lnrgcs smo tmts  involvrd, the Committee desire 
that thc wl~olc nlattcr should bc tlwrortghly in\chtiqated rvithout any 
loss of t ~ m e  with H view to fixing wsponsil~ility, taking appropriate 
action agnirrst the dc.fuu!ting officer.;. adopting suitable preventive 
measures agninst the occurrcnrp of such cases in future and rrtriev- 
ing the loss caused lo fowign cschangc/pubiic exchequer to the 
extent possible. 

[Sl. No. I1 par;\ 1.36 of Appendis XLV to 50th Report (3rd L.S)] 
Acticw taken by Gozmnment 

Recommendatioils made in paragraph 1.11 and 1.13 are accepted, 
by Government for compliance. 

2. The observations made in paragraphs 1.6, 1.8, 1.16, 1.18, 1.24, 
1.32 and 1.34 h v e  be w noted. 



3. Gwernment would like to respectfully point out that the 
apparent irregularities or defaults in this matter have really arisen 
out of what the Committee have termed as nn onon~alous position, 
namely, that an exporter of a commodity should catcgorised and 
regarded both as a prospective exporter and an established exporter. 
It will be appreciated that in relation to exports and cspor: renlisa- 
tion of the same product, it would not be correct or justifiable for 
Government to prescribe di f fcr in~  facilities or obligstions. The point 
which was stated before the committee by the oflicials of the Ministry 
was that there cannot be discrimination, a t  the same point of time, 
as between two classes of cxtwrters o f  the same yrotlurt with rcgnrd 
to their undertakings or obligations, more so i f  t t ~ c  more onerous 
obligations are lmposcd on exportc1.s w i t h  actual pcrfL,nt.i~rlcc to 
their credit than on those who had to ~ ~ l m l ' t  at :t later p o i ~ L  of Lirnc. 
Thus, the initid stipulation \ ~ l ~ i \ s h  w<i.; Intcr fo i~n~!  to 3c ~n~stnken 
and dcfcctive o m  of prcscr~h:ng diffcrit~g facilit~es, cond~tions, oh& 
gations and prc.irriptioi~s in :,(%!J: Ion to c> r w r  ts n l l d  thxport r x l t s ~ ~ l i ~ n s  
of the same produl-t had, in cquity, to tw  rcct if id It is in this cwn- 
text that t h e  r l r~ r l s t l on  ;lr!i<ba .i, !o  \ v l ~ ~ \ t I i ~ \ r  111(! 1 ~ i t t ' y  of any under- 
taking clr I~on,! could (,:. c h ~ r ~ i l ~ i ,  i n  :qlqity ( ~ I I ~ O L ' C C ~  agaitlst the 
spirit of the sr.tlcrncbs oL. :, u h d c .  TI:<. r v ~ c  t v t  conlli,gcnt losses 
of fowign csckange n: !.li;,t3~. 1.. : i l iha:ic~~~.;  f o r  f l l c  publlc rxchcqucr 
has also rcfcrence ?I) tfl!:, l;?,lc i\sur:. h ) w t v L r ,  i n  deferc.nrc* to thc 
recommendations , ~ f  the. c : ~ : ~ ~ m i i + ~ c ,  G o ~ c r n n m ~ t  agrees that the 
whole matter and pa r t l cu lx lv  the po~rlis n1c1ntic,*?cl? by ttw Ctrmrlll- 
ttee in pars 1 36 shodd 1)t\ c~sntnit~oci anti i~l\.cs~rgl,,i od. ( ; t ; t . c  rIln~ty1t. 
have already ~_lni ler taIc~i~r :  sach ;,n ir.vc~+i~::!tion. Thc rc.q~~li  of . . I I I S  
investigation will on its cr~n~plction, be subrnitttd to the Committee. 

Government wouid l lkc :u a r d  tiidt tho d(:ci~~lon of pc\licy 111 this 
cam was tilkcn at the levcl of the then Com!r~erce and Industry 
Minister It  wouid al>o th~!~io: .c ,  h:ivc to bc consivkrr-tl 3.: t o  what 
extent and in what mani~cr any individt i l l  ofIiccs who ilnpl(:mentcrt 
this decision can be held responsible far thu ~ ~ . - l d t s  ~ O ~ ~ O ~ V I I ~ J :  on the 
decision. 

4. It is mcnticlned for the ir:ic.rma~ion of 11.c ~:wnrnit,ce that this 
particular export scheme was withdrawn and wound up by Gov- 
ernment early in 1959 after it had run for about 25 months since 
1957. Also, all the former export promotion schemes stand abolished 
from the 6th June, 1966 after devaluatiorl. 

[Ministry of Commerce O.M. No. 7(3) Tex. F.186 Dt. 411-1966] 
Further Information 

Para. 1.p and 1.36: The export of art silk fabrics in 1956 wai 
valued at Rs. 59-73 lakhs. In 1957, the total export was valued at' 



8s. 49.97 Irrkh. In 1950, however. the exparts increased to R8. 9-13 
~roresr. i i 

The achcmcm of import cntitlcments to off-set losscs on the export 
of art  s i lk  f;lbrjcs was introduced in January, 1957. Various modifi- 
cations, in the light of experience, were introduccd on 18th March 
1957, 28th August 1957 and 26th May. 1958 

I f  the* Notificaticms tntroducing the changes are studied, it will be 
seen that modifications had been made pnrnarr:y with e view to (a) 
cxpanding the scope uf the scheme to cover items, such as, garments, 
hosiery, rrnhroidertd and hand stitched goods. braided thrcad. laces, 
ribbons, shoe laces etc. (b) to prescltbc dncurnrntation and proce- 
dures to tighten up checks on thc qunlrtm exported and proceeds 
rcaliaed, and (c) to plug loop holes through which unintended gains 
were rrttcn~ptecl to bc *cured by ccrtajn cxpartcrs. 

Since this was thc first import cntitlcment scheme introduc8ed by 
the Ministry o f  Commcwe i~nd since thc impart facilit?. related to a 
highly profitebltb item, i t  was not easy to anticipate the difficulties 
which wcw expcr~enceti or to dcal with  thcam. whcn thew came to 
notice. It was  because of the dffiiculty of plugging the loopholes and 
the fear that if the scheme is continued, exaggerated claims of ex- 
porters for inlport of e profitable item could continue to mount up, 
that the scheme was suspended in March 1959. 

When the scheme was suspended, the question arose as  to what 
should be done in reganrd to (a) claims in regard to import licences 
*t the cygarts efOacbad previously, and (b) undertokings taken 

.-. , $;pq Z$w exportem in regard to further exports. The claims we& 



dealt with through special Committees which were required to e a -  
mine expurt performance very closely. The undertakings given by 
prospective exporters \=re enforccd fully. The undertakings given 
by exporters, whose claims to imjmrt licences on the basis of past 
performance were settled through committee procedulo were, how- 
ever, not enforced. Since in the case of such tqmr te r s  the under- 
takings had been taken merely to ensure that they continue to re- 
main in the export business on the basis of the scheme which war 
suspended, the b s t  point at  which the chain of the suspndcd scheme 
could be terminated was at the stage of the con~pletion o f  the transac- 
tion beginning with the first export, motivated by ttw espectation, 
of gain on imports. and thc fulfilment of the expectation by the 
receipt of an import licence. If these undertakings 11ad been m- 
forced, a further claim to arl import liccnce would hnvc developed 
and it would have became impossiblt* to terrninntc the scheme on 
any equitable basis. 

liMinistr;\. of C'ommcrre 0.h.I. No. DS (KS) ,17720 dt. 21-12-196q. 

The Comn~ittce regret to note the incidence of malpractices parti- 
cularly in the rases of Export Pronrotion Schemes for Znri goods and 
art silk ready-made garments. The total amount 04 loss due to mal- 
practices including thosc mentioned above amount to Rs. 8.03 crores 
(Ks. 469.71 lakhs for Zari goods in 1963 and R.. 3133.85 lnkhs for other 
goods from the year 1960 to 3Ilst August, 1M5). Perhaps m w h  of 
the loss could have becn avoided if the Ministry hsd h e ~ n  a little 
more careful and vigilant. 

Though this amuunt of loss when compnred to the total nniount d 
export between 1960-1965. nrtiy appcbar to hc* 8 small pcrce~rtugc., get 
in a actual figures. the loss of foreign exrhungc involved is very 
large. The Commit tee, therefore. feel that the Ministry should not 
relax effarts tu ensure. as  f a r  ah possible, that the export obligations 
a r e  fulfilled by the devaluating parties. apart from taking pcnsl ac- 
tion, as necessary. 

[Sf. No. 22, para 2.30 of Appendix XLV to the 50th Report (3rd 
Lok Sabha) ] 

Action taken bp Government 

The recommendation of the Committee has been noted and is be- 
ing acted upon. 

The amount of foreign exchange rwarting repatriation has COW 
4p?rq from &. 8.W crores on 31.11985 to Ra. 5.77 crores on 1.7.1- 



Wben parties fail to repatriate foreign exchange within prrrsrrib- 
ed time limits, penal action such as, blacklisting and &regidratios 
b taken in rtdd~tion to forfeiture of bond. 

Where partics fail to fulfil their export obligations, proceedings 
for penal action are initiated well in time and pursued vigorously 
and concluded expeditiously. 
[Minktry of Commerce & Industry, O.M. No. 22 ( f  0) /66-EAC, dated 

16-1-1967]. 

A notc on thc s u h j c ~ t  was submitted with t h ~ s  hlinistry's O.M. 
No. 22(10) ;W-EAC, dutrd the 16th January ,  I967 (vide pages 12 & 
13 of the nottr enclo:ied therewith). I t  was stated therein tha t  the 
rrc~ommc~nd:llmn of thc Cunl!nittcv had been notcd and is being 
nctcd upon. Furlhcr informi~tmn in reflard to thc action taken by 
the C;overnmcnt on tlw said recommend:ition is fumishctl below:- 

A rigorous dl111 ha?  bctw laid down in cyrder to keep a close and 
strict watch in r q w c t  of all CRSC'S i ~ ~ v o l \ ~ i n g  fulfilmmt of export 
obligations I I V  the$ JW-t ~ c ~ s  cnnccrncd. Nccc~ssary il~strr~ctians 
(copies etwlcwd) i n  t11!. rt\ga:-cf h:we brcn i s  wed by thc  CCI&E to 
all the Xliccnriing A u t h o r i t ~ ~ s .  'RIP nrnmmt of foreign eschsngc de- 
f ~ \ i 1 1 ~  hits COIIS(+ C I O \ C ' I I  t o  Hs. 5.11 crorcs, : is on 1st  July,  1967. 
[D.O. No. 22 (10) /Gfi-EAC, rl:~tcci 76-2-191311 from Shri P. B. Saltago- 

pan, Dy, Dirrc t c r .  Export 1'1.ornotionf 

OFFICE OF THE CHlEF CONTROLLER OF IMPORTS AND 
EXPORTS 

(MINISTRY OF COMMERCE) 
New Dclhi, the 19th January, 1967. 

Oflice Order No. 4/67 
SUBJECT:-Procedure for dealing with cases where irnporf licences 

have been issued subject to export obligatiost, subsequen- 
tly not fulfilled. 

Attention is invited to OfBce Order No. 35/66 dated 19th Novem- 
ber, 1966 regarding the procedure for dealing with cases involving, 
contravention of import and export trade control regulations. In ,, 
paragraph 4 of the said Office Order, it has been stated that the, 
Ucmsing authorities should follow' the guide-Unes indicated in the 



mutes  of the meeting held on the 29th September, 1966 while* 
dealing with cases of contravention of imports and exports trade 
control regulations. A copy of the minutes of the said mceting was 
appended to the said OfBce Order. 

2. Paragraph 2-A of the aforesaid minutes indicate the guic1f.'-line:, 
to be followed in cases where import licenoes have bccn issuid sub- 
ject to export obligation, but whcrc the importer hiis s i~bst~qucnt l~  
failed to fulfil his obligation. In mod~fication of these instructions, 
I t  has been decided that, w h l c  dealing wit11 such cases, tile 1irt;ns- 
ing authorities shell follotv the procedure indicatrd 1 ~ ~ 1 ~ ~ ~ :  --- 

(a) A close watch should be kept 011 thv exlwt't p, r fmnnnca 
and in cases whcrc the  period of oxport ohl~lgation is o w  
year or less, insteati of putting tllc firm's nnrnr8 stmight 
in the abryencc l l i t  a:; containctl in  ? A ( I I )  ot the ~ninutes  
attachcd to the Oflicc 0riii.r No :i;i 'ti(i dattyl It)th Novcm. 
bcr, 1966, thr pa3.t> shcn~lti 11 ,  alk-rtt cl t \ vo  j l ~ o ~ l t ! ~  , prior t~ 
the date of maturity of t lw bond 111 r i y c ~  1 of his csport 
obligation. In thc cnscs wherc  tlw porio(l of export ohli- 
gation is mortb than one ycar, thc p r t y  : s l ~ ~ ~ ~ l d  1 , t b  alci'ted 
at the cnd of c v c ~ ~  J ( .I:. and nl:,o ttvo monthx pl ic,r to 
t h e  e x p i r ~ ~  i!atc of the bond. 

(b) By "Export o i h l p t i o n '  , what is i m ~ ~ l i c v l  i.; th(b wcx*lpt  of 
the export proc:c~td~,. Tnc r3xlmt of f ,~l~iI incn t , % f  cxpo~t 
obligat~on sho:lld be j i ~ t i r t d  v . r r t t ~  rr1fcrt*~lcc\ 1 0  1 t i c '  date 
fixed for this p l~r j )os (~  in  thr. h n d .  A motith'.; t ~ ~ r ~ r ,  frorn 
such last d n l c  should ;JI r7ivc.n to I hcl par t j l o  p~ i d ~ w c  tllc 
requisite docurn~nts .  

(c) It  shrutld h~ ( ~ ~ i a ~ l v f i ~ i  ttlilt the lmr11.: J ; ~ I , I ! I I I : ~ O ( ~  is ~ ; ~ l l d  for 
a period of 12 ~ n o n t ? ~  t-,cyonrl thr. datib of tbr.l)lry of Ihc 
pt.rioc1 a I I o w 4  for f!~lf i lnlr . r~t  of tlrc~ (::l>nrt obl~giraticin as  
given in the honcl. 

(d) If the dcfault i n  thi. fiilfil~ncnt of t l ~ c  c.spor-t obligntion 
is less than 10 pcr ccnt, the bond amount sho~lld bc for- 
feited in proportion to  trle default, as a t  prxwnt.  No othcr 
punitive action need he taken in such cases. I'hc amount 
of shortfall, however, should be adjustwl against t he  
future licences d11e to the  party in any category. 

(e )  If the shortfall in export obligation is between 10 and 50 
percent, the case should be referred to the Headquarters 
(by name to Shri B. D. Bhattacharya, Deputy Chief Con- 
trolIer of Imports and Exports, Enforcement and Vigi- 
lance Division) for orders regarding the extent of forfei- 

a tu re  to be made. Such references should give a self conk 



tained account of the total time that was available to the 
party to fulfil the export obligation, the actual extent of 
fulfilment by the due date, the reasons given by the party 
for the shortfall. the Por t  Office's own judgment as tQ 
the willingness and capacity of the party to fulfil the  
obligation wth in  a reasonable period of time after the 
duck diitc etc. 

( f )  If the shortfall is more than 50 per cent. the bond amount 
should iw forfc*itcd in full. Simultaneously, the party 
should tw informed that he would be well advised to fulfil 
thc oblijptlon (adjusted for devaluation) within six 
months from the date of forfeiture of the bond, failing 
which p u n ~ t ~ w  action under t h ~  1 1 n p x  &t and Orders 
wc~uld bc taken against him. 

~(g) If within the six months period mentioned in ( f )  above 
the party produces cvidenre to show that h i  has fulfilled 
thc. obligation in full In terms of the foreign exchange 
he was co~nrni t td  to rcdice or fulfilled it to the extent 
of at least 90 ptar ccnt, the CHSe apiuwt tlu party should 
be closed cxccpt for sc.tting [ i f f  tllc ~na~.girlal shortfall 
against thc part\"$ ot11c.1- ~ l ig ih i l i t i~ s  111 a l l  other cases, 
the party shauld he pl;lccd on s1Isponslon unclcr clause 
8 ( A )  of t h ~  Impin-ts (Control) Ordclr for n pcricd of six 
months 3rd t hc papc8rs should bc. s u b ~ n l  tlvd to Head- 
quarters for taklng s u r h  punrtivcl actlon a s  is considered 
approy riir ti.. 

S d i -  P. D. KASBEKAR, 
Chief Controllcr of Ilnports 6. Exports, 

(Issued from file Xo. 22 (24) ,'66-OW). ' 

GOVERNMEWS OF INDIA 
MINISTRY OF COMMERCE 

OFFICE OF THE CHIEF CONTROLLER OF IMPGRTS AND 
EXPORTS 

New Delhi; the  2nd March, 1967. 
OFFICE ORDER NO. 15/67 

Snr~m: -Procedure  for dealing with cases where import licences 
have been issued su'bject to export obligation, subsequent- 
l y  not fulfilled. 

Attention is invited to Offlce Order No. 4/67 dated 19th January, 
1@W on the above mbject. 



2. The p i t i o n  in regard to the rupee value of the export obliga- 
tion as shown in the bonds has been further examined fur the pur- 
pose of redemption of the bonds and for taking punitive action 
against the defaulters. 

3. The export obligation for the purpose of rcdemption of the 
bond will be the amount as shown in the bond; and the export earn- 
ings for the satisfaction of the export obligation will be the amount 
shown in the bank certificate. In other words, for determining whe- 
ther the party has defaulted in discharging his obligation in terms 
of the bond, the ruyce valutx givtbn In the bond i.e. without any 
escalation far devaluation etc., and the bank certificates will bc re- 
levant as they are. The percentages of tlefa~llt as mcntiollcd in 
paragraph 2 of the Ofice Order No. 4/67 datcd 19th January, 1967, 
are also with respect to the csport nt)ligatioll as sI1ow11 in the  bond. 

4. For the purpose of taking punitivc action against t h ~  default- 
ing parties, the amount of default &.ill, however, btl dctcrmirlcd by 
taking into account the 'real' export obligation having rtlgard to thc 
devaluation, and not the obligation as merely shown in thv bond. 
The 'real' export obligation will be the amount as shown in the 
bond, plus 57.5 per cent of the amount of export rcalisatjnn out- 
standing on the date of devaluation. 

5. In view of the position stated above, the licensing authorities 
should take the following action in types of cases referred to in 
sub-para 2(d) of the Office Order No. 4/67 dated 19th January ,  1967, 
where the amount of nominal default in the fulfilment of export 
obligation is less than 10 per cent of the amount of the obligation 
as  shown in the bond. 

(a) The bond amount should be forfeited in proportion to the 
default, as at present; 

(b) Thereafter the real shortfall in the export obligation 
should be calculated. The real shortfall will be the differ- 
ence between the export obligation as expressed in post 
devaluation rupees and the actual export realisation also 
expressed in terms of the post devaluation rupee. If such 
short fall is less than 10 per cent of the export obligation, 
the case should be closed and no punitive action may be 
initiated against the party. In such cases, the amount of 
shortfall need not be adjusted against the future licences 
due to the party. However, if it is more than 10 per 



cent, the party should be informed about the shsrtfall 
and given six months' time from the date of forfeiture of 
the bond, to make it good. They should further be advis- 
ed that, in the event of their failure to make good the 
shortfall within the period mentioned above, the question 
of taking punitive action for the default against them 
wauld be considered. If the party fails to make the ex- 
ports within the stipulated period cf six months, the 
caw should bc referred to the headquarters ofIlce (En- 
forcement Division) for instructions. Simultaneously the 
party muy be placed on suspension under Clnuse 8A of 
the Imports (Control) Order, 1955, for a period of 6 
months. 

6. In the cases whcrc the amount of the default in the fulfilment 
#of rxport obligation is between 10 and 50 per cent of the amount 
.of the obligation shown in the bond, the licensing authorities should 
take action ns already indicated in sub-para 2 (c) of the Office Or- 
der No. 4/67 dated 19th January, 1967. 

7. Where the amount of the default in the fulfilment of export 
obligation is more than 50 per cent of the amount of the obligation 
shown in the bond, thr licensing authorities s1.1ould take action as 
indicated in sub-para 2 ( f )  and 2(g) of the Office Order No. 4/67 
dated the 19th January, 1967 except that if. after the cspiry of the 
period of six months given to the party, the 'real' shortfall in the, 
export obligation is more than 10 per cent of the 'real' export obli- 
gation, the case mny be referred to the headquarters ofice (Enforce- 
ment Division) for instructions; and the party may be simultaneous- 
ly placed under suspension under clause 8k  of the Imports (Control) 
Order, 1955, for a period of six months. The amount of the shortfall 
need not be adjusted against the future licences due to the party. 

8. The Offke Order No. 4/67 dated 19th January, 1967 may be  
deemed to have been amended accordingly, 

Sd./- P. D. KASBEKAR, 
Chief Controller of Imports & Export+. 

(Issued ftom file No. 22 (24) /66-0W). 



MINISTRY OF COMMERCE 

OFFICE OF THE CHIEF CONTROLLER OF IMPORTS AND 
EXPORTS 

(0. & M. Branch) 

New Delhi, the 6th Oct., 1967. 

OFFICE ORDER NO. 60/67 

Sm:--Conditions imposed on licenceslcustm clearance permits- 
follow-up action to watch fulfilment of. 

In certain types of cases Customs Clearance Permit or licence is 
issued subject to 'export' condition, but no bond is taken from the 
licencee for fulfilment of the condition. In such cases the licensing 
authorities take declarations or undertakings from the parties be- 
fore issuing C.C.Ps. or licences. 

2. In order that, in the absence of the bond, there should be a 
proper and effective follow-up of such cases, it has been decided 
that the Enforcement Sections a t  the Headquarters and the regional 
4 k e s  at Bombay, Madras, Calcutta, New Delhi (CLA), Ernakulam, 
Panjim and Kanpur should rmaintain registers in the prescribed 
p d o r m a  (enclosed) in which the particulars of all such CCPs or 
licences should be entered. 

3. To facilitate upto date maintenance of the registers, the Sta- 
tistical copies of all the CCPs should, hereafter, be routed to the 
'Statistical Division at Headquarters through the Enforcement Sec- 
tion of the respective licensing ofRcers which will on receipt of such 
*pies from the licensing sections, enter the required particulars 
in register before forwarding the Statistical copies to the Statis- 
tical Division a t  Headquarters. 

4. The Deputy Chief Controller incharge of Enflsrcemcnt Sec- 
tion should ensure proper and timely follow-up action in these . cmea. 

5. If any such CCPs or licences happen to be issued by minor 
ofllw, they should report the particdam thereof to the offtea 



d the JCCI & E in the respective zone for being entered in the ra 
ghter and for further follow-up action. 

Sd/- TAKHAT RAM, , 

Senior Adrninist~ative Analyst, 

For Chief ControIlcr of Imports & Exports- 
(lamed from File No. 10 (99) ,67-0&M). 

OFFICE 01; THE CHIEF CONTROLLER OF IMPORTS 
& EXPORTS 

EN FORCEMENT DIVISION 

(i i i )  File No. ----.- --- 
(iv) Value of CCE' _I-.__ . _ _ .  _ 
(v) Brief description of goods for 

impart -- --- -- - -- 
(vi) Brief description of the goods 

for export - --- 
(vii) Value of export obligation. _ -_-____I 

(viii) Date of Anal fulfilment of the 
export conditions. __ ._-. _ __ - 

I . -  ..-- - 
(i) Full details of the export con- 

ditions imposed: 
(fi) Progress of fumhnent oi 

caordftioa: 



~COMM~DATlONS/OBSERVATIONS TO WHICH GOVERN- 
MENT HAVE FURNISHED INTERIM REPLIES. 

Recommendation 
Fmu the notes furnished by the Midst& as abo f m m  thc evi- 

dence tendered, it appears thft a mill in collusion with its agent not 
only succeeded in purchasing import entitlements for staple fibre 
worth about Ra 68 l a b  from 54 mills but Plso managed to get the 
titsncds uhicb were issued for non-viscose staple fibre converted h t u  
import licences for the "non-viscose staple Bbre and/or synthetic 
yarn" and imported nylon ftllsunent yarn which i s  not permissible 
within the rules. 

It is very unusual that as many as 54 mills should h v e  thought 
oE selling their import entitlements to one mill within a ahort period. 
It is still more curious that the agent of the mill purchasing the en- 
titlements, wbo was admittedly a firm against whom investigations 
wore ma& i the put on mere than one occasion by the S.P.E. and 
whose .ctivitfss were oot free from suspicion could get endorsements. 
changed fin the spot at the counter in the JCCIE's office, without 
k i n g  q061thd ehhae by the Textile Commissioner or hy the issu- 
i q g  authority w h w  the transferee d had the requisite capacity 
to utilire it 

The Mia&try have tried to argue that the present case involved 
only a questiarr of misuse of entitlements and there was no question 
of hwrr to the Government. The Committee cannot appreciate thh 
attittr(e on the part of the Ministry beenun: 

( 8 )  this irr-ty involves a very serious abuse of the 
-; 

(b) *Sber the export obligation attached to the imported 
was completely fulfUled is doubtful; and 

(c) the purchasing mill and the firm who was acting as the 
authorised agent seem to have made profits by  resorting to 
w s  irrcrqularity nnd subterfuge. 

Tbe Committee feel that Textile Commissioner's Ofece and st. 
amce sbould have been more careful in dealing with this 

f/mr which had come to adverse notice on more than one occasion. 



~ b s  Commnta am tbs O P $ ~ O ~  thrt imtroctioar 
trrndm of antitlments, the circumstuKcs under wblch s d t r  cwr b 

dc.  8 h d d  bs SO d d y  *dUWd thc l i~m ftse& tbrt 
them would be no scope left for unwrupulouo tndtrs to indulge h 
rmch nefarious activities. The radpmts for truuCrr of cnrutkffasab 
should not be concridcred mcchanicPtlg as at present, vis-a-vis, the 
rules, but the consequences of such an act should a h  be taken nds 
of. Changer in procedure if nemsary sbould be effected forthwith 
to achieve thb end. The Committee w d d  dm like (be Ministry to 
d r  and evolve memum whereby the mkusc of Ac-1 U r n  
Licence i.e.. peslng through many hands without proper authority 
k o m t r  ur impossibility a& b introduce more eitettive check b 
n u u r e  that export obUgatiom are achieved. The C o W t t e e  would 
like to be iafonned oi the mrultr of the inveotig~tions now bekg 
made aad action tdcm aguinst the delinquent 05cials 

[Sr. No. 24, Para 2.38 of Appendix XLV to 50th Report (3rd L.S.)]. 

Action taken by Govenlinent 

The observations of the Committee on the particular case in ques- 
tion have bccn noted. Thc rndpr;~cticc to  which attentirm has been 
drawn could probably have been prevented if the officiaI(s) dealing 
with applications for amendment of licences had been more careful. 
The negligence on the part of the omcial(s) has been enquired into 
by SPE, but some aspects of thesc enquiries are not yet complete. 
A further report wi1: bc submitted to the Committee. 

The reconamandution of the Comnuttcc regarding endorsements 
on Ucences being more clearly worded has been noted for compliance. 

The recommendation of the Cmom~ttce that transfer of entitle- 
ments etc. should not be considered mechanically has also been noted 
iar cempliam. 

As regards misuse of Actual Users Licences, the conditions enforc- 
ed on the llcances have been amplaed. These now provide as 
fouows: 

'This iitcance is issued subject to the condition that all items 
of goods imported under it shall be used in the licence 
holder's factory, or may be processed in the factory of an- 
other manufacturing unit but no portion thereof will be 
sold to any other party. The goods so processed in another 
factorg will, however, be utitised in the manufackvhag 
processes undertaken by the Scheduled unit to whom the 



i.r 
licence has been issued. The licensee shall maintain 
proper account of consumption and utilisation of the goods 
imported against the licenceH 

and 
"This licence is issucd subject to the condition that all items 

imported under it shall be used only in the licence hold- 
er's factory a t  the address shown in the application against 
which the licencr is issued and no portion thereof will be 
utilised by the liccnsec for a unit/purpose other than the 
one for which the !irence in question is issued, or will be 
sold or be permitted to be utilised by any other party. 
The licensee shall ma in t~ in  proper account of consump- 
tion and utilisation of the goods imported against the 
licence." 

The following strps h a w  bccn taken to introduce more cffectiw? 
checks t a  ensure that cspnrt obligations arc fulfi'led: 

( n )  continuous watch is kept over export performance; 
(b) if such pcsfurmnnce is not satisfactory during the first 

2/3rd of thc period ;~IIowcd for fulfilment of the export 
obligation, the concerned parties arc put on the "abeyance 
list"; 

(c )  if defaults contlnuc at thv rxt3iry of the above period, 
apart from t'orfc*iturc: of the bond. the licensing authorities 
may also initiatc : ~c t i nn  ~ i n d f ~  t h ~  Tmport Control order 
for debarment of such partics from rccciving further 
1 i cences ; 

(d)  names of such debnr.rf~:i p:lrtlcs arc. now being published 
in the weekly bulletin published by the Department; 

(e) subsisting import cmtitlr~mcnts of permiwihle import values 
under the new import policy for registered exporters are 
adjusted against the defaulted export obligation; and 

(f) in cases where values involved are large or defaults are  
persistent licensing authorities have been authorized to 
initiate proceedings for prosecution of the parties con- 
cerned. 

As a result of invest~qations so far conducted, sevon licensee mills 
have been prosecuted under section 5 of the Imports and Exports 
Control Act. Prosccutions have also been launched against partners 
and directors of Messrs* * * *. Other cases, including those of de- 
linquent oftlcial, are stil' under investigation. Further action taken 
will be reported as soon as this investigation is complete. 
Winistry of Commerce & Industry O.M. No. 22 (10) 166-EAC DM. 

16-1-19671. 



Further Note on S. No. 24, 

(Pare 2.38 of Appendix XLV to the 50th Report3rd Lok Sabha) 

A note on the subject was submitted with this Ministry's OM. 
No. 22(10) /66EAC, datcd the 16th January, 1967. It  was stated in the 
note that the negligence on the part of the official(s) had been en- 
quired into by SPE but some aspects of these enquiries were not yet 
complete. It  was further stated that a further report would be sub- 
mitted to the committee. 

2. Thc enquiry by the CBI into the conduct of the officer(s) has 
been completed. However, the CBI arc withholding action against 
them till the finalisation of the prosecution already launched under 
Section 5 of the Imports & Exports Control Act and under Section 
420 and 120 B-IPC against M/s.**.. 

[D.O. No. 22(10)/66/EAC, datcd 6-10-1967 from Shri J. Banerjee, 
Director, Export Assistance]. 

M. R. MASANI, 
Chairman, 

Public* Accounts Conmittee. 



APPENDIX I 
G O V ~ ~ ~ U U ~ L N . ~  or INDu 

MINISTRY OF IRON & STEEL 
New Delhi, September 12, 1968 

RESOLtJTION 
§C (11)-14(19) j66. 

In Ch'apter 1V of its Fiftieth Report (1965-66), the Public Accounts 
Committee pointed out certain defaults, lapses and irregularities in 
relation to some transactions relating to barter deals in steel and 
semi manufactured steel entered into in 1960 by certain Arms. These 
barted deals involved the import of finished steel against the export 
of billets, ingots and slabs produced in India. The Committee recom- 
mended that the lapses which have taken place in those deals, both 
in the offices of Government as well as on the part of the parties 
should be investigated by a high powered Committee constituted as 
recommended in para 4.167 of its 50th Report. After further consi- 
deration of these and ancillary matters, the Committee recommended 
in para 2.30 of its 56th Report that the high-powered Committee 
should hold a thorough and comprehensive enquiry in all aspects of 
the working of the Ministry of Iron & Steel with reference to the 
parties mentioned in the 50th Report and should further, similarly 
enquire into transactions relating to other parties to whom large 
licenceslpermjts have been issued from 1951-52 onwards. 

2. Government, after carefully considering these recommenda- 
tions, has decided to accept these recommendations. Government 
has accordingly appointed a committee consisting of the following 
persons: - 

(1) Shri A. K. Sarkar, former Chief Justice of India. 
(2) Shri V. S. Hejmadi, former Chairman of the Union Public 

Setvice Commission. 
(3) Shri P. C. Padhi, former Chiarman of the Central Board 

of Revenue and former Deputy Comptroller & Auditor 
General of India. 

3. The Committee shall- 
(a) investigate into the transactions relating to the Iron & 

Steel Ministry. referred to in the 50th Report of the P.A.C., 
and also the transactions concerning other parties to whom 



luge lfcencu/perrnib have been is8ucd from 193132 on- 
wards; 

(b) enquire whether any irregalruities or default were com- 
mitted by any person in authority or any other penon, 
A r m  or company anvtccted with the oeid transactions and, 
if so, whether such irregularities or defaults have resulted 
In loss to the Government or any undue advantage to the 
party or parties concerned; 

(c) recommend in Lhe light of their findings, what action, if 
any, departmental, civil or criminal, should be taken 
against any person; and 

(d) make a report or reporb, interim or Anal. to Gdvernment. 
ORDER 

Ordered that a copy of this ~ e d u t i o n  be communicated to all con- 
c e d .  Ordered also that the resolution be published in the Gazette 
of India for general information. 

Secretary to the Gomrnsn t  of Endih. 





bank guarantee, which were invariably required of prospective ex- 
porters. In fact, even the bonds were ultimately waived in the case 
of established exporters and replaced by simple undertakings. The 
Committee also find that the conditions for the issue of import licences 

Commerce in the period July, 1957-March, 1959 specifically provided "In the case 
of established exporters who have already effected the exports with- 
out seeking any earlier import licence under this Scheme, the bond 
would be required only for the value of the import licence which is 
in excess of the prescribed percentage." This would imply that the 
bond was required from an established exporter only in respect of 
that portion of the import licence which was not covered by import $ 
entitlement earned on previous exports. The series of transactions 
under the E.P. Scheme would thus become: 

1-1 E l ;  1-2 E-2; 1-3 E-3 . . . . . . . . In En. 
On this showing it would appear that the most appropriate point 

for stopping operation of the Scheme was after the fulfilment of the 
export obligation undertaken because of the import licence issued in 
advance. In the circumstances, the Committee feel that d c i e n t  web 
ghtage was given to established exporters in the Scheme in conside- 
ration of their past export record. The Committee are therefore, 
unable to appreciate the Government's decision to release the estab- 
khed  exporters from export obligation fa which they had given an 
underl aking/lPond. 



in  fact, the Governn le~ l~  should have laice11 caw iu illcorporate in 
t,he Scheme, for the Export Promotion of Art Silk, which was revived 
after an interval of only a few months in July, 1959, a suitable prc~vi- 
sion by which the undertak;ng/bond executed by the established ex- 
pi.rtcr..j ivould have been au:oma!ically carried fcrward and given 
effect to. 

The Committee would again like to st1c.s~ that the~e was a gmvu 
lapse on the part of the Ministry of Conimerce in nclt consulting tht 
Mlnistry of Finance at various stages of formation and itnplementa- 
tion of the Scheme and that efyective steps should brl taken to avoid 
recurrence of these lapses. 

The Committee are constrained to observe that  the progress in this 
case has not been sacjsfactory. Over a period of o w  year from 1-7- 
1966. the parties concerned have repatriated foreign exchange of only G 
Rs. 0.66 crores out of RS. 5.7; cr: , res.   he Committee reiterr!te the 
recommendations made by them :n Para 2.30 of their 50th Hepnrt 
(Thud Lok Szbka) and desire ti!at vigorous steps should bs taken 
to ensure repatriation of the foreign exchange earning and fulfilment 
of export obligations by defaulting parties. 

- - - ---- 

GMGIPND--LSI 1453 (aii) L%24-10-68-lWO- 



In fact, the C o v e ~ n r ~ r e ~ ~ ,  ~110uid have 1dkt.11 cdre to ~ t m i p r a t e  in 
the Scheme, for the Export Promcrtlon of Art Silk, which was revived 
after an mterval of u n l j  a few months In Ju ly ,  1959, a . uitable provi- 
s o n  by which the ~ n d e r t a k ~ n g / h o n d  ~.:c:.cu:ed by thc established ex- 
11' :Wrs uould have bten au urnat~cali:  carried fc w a r d  and given 
efl ect to. 

The Committee would agaln likc t ! )  .;I: .is ?hat lhete was a grave 
lapse on the part of the Ministry of  Crmrnc-rce in nc~t consulting thu 
Min,strg of Finance a1 variou: i::iqt.k i f formation and imp!ementa- 
tion of the Schetnc and t h a t  effc.r:tive :;?ep-: should h.: taken to avoid 
recurrence of these lapses. 

The Committee are constrained to observe that the progress in this 
case has not been >a:~stactc,ry. Uucr a period of one year from 1-7- 
1966. thi> parties concerned hsve repatriated foreign cxchange of only 
RP. 0.66 crores out of Rs. r, 7; c! ,rc5 The Committee reiterate the 
recommendations made 5;: them ;n Prra 2.30 of their 50th Report 
(Third Lok S z h t a )  tinil desire t;lat cigorous steps sl~ould bt. taken 

to ensure repatriation of the foreign cuchange earninq and fulfilment 
of export obliqations by defaulting parties. 

__I__.__. __ -_ - -__ - ----- - 
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