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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised by 
.1he Committee, do present on their behalf this 1 05th Report on Paragraphs 
1.23 and 1.24 of the Report of the C&AG of India for the year 1979-80-
Union Government (Civil) Revenue Receipts, Vol. 1-Indirect Taxes re-
lating to Delay in the revision of Tariff Values and Exemption Orders 

· issued under the Customs~ Act, 1962. 

2. The Report of the Comptroller and Auditor General of India for 
the year 1979-80, Union Government (Civil), Revenue Receipts, Vol. I, 
Indirect Taxes was laid on the Table of the House on 17 March, 1981. 

3. In Chapter I of the Report the Committee have .examined a case 
where the Tariff Values of dry fruits fixed in 1975 were not revised for 
a period of 4 t"'eai'S till 1979 which resulted in less realisation of customs 
duty to the extent of Rs. 22.40 crores. The prices of dry fruits were con-
tinuously rising during the year 1975 to 1979 and the Don-revision of the 
tariff values during this period was unjustified. The Committee have, 
therefore, recommen~ed that the tari1I values should be kept under cons-
tant watch to make sure that they do not, at any point of time, Jose their 
relationship with the actual values. 

4. The Report in Chapter II highlights some of the basic deficiencies/ 
weaknesses noticed in the exercise of powers vested in the Executive for 
grant of exemption under Section 25(2) of the Customs Act, 1962 from 
payment of duty. Findin~ the number of exemptioJ! notifications involv-
ing a duty effect of over Rs. 25.000/- as 248, 301, 198 and 100 during 
the years 1976-77, 1977-78, 1978-79 and 1979-80 respectively, the Com-
mittee have concluded that the powers have been exercised too liberally 
by the Ministry of Finance and in some cases in utter disregard of the 
intentions of Parliament. The Committee have expressed the view that 
the power to grant exemptions is an unusual, extraordinary and excep-
tional power given to the executive and it is imperative that adequate safe-
guards should be taken to ensure that these powers are used sparingly and 
!here are no chan~s of their being misused. 

5. The Committee have pointed out that although there was a percep-
tible fall in the price of edible oils in the international market after Septem-
ber, 1979, the imported edible oils continued to enjoy concession in 
customs duty and the prices at which these edible oils were supplied to 
the consumers were -not reduced. The result was that while the Ministry 
of Finance had foregone customs duty to the extent of Rs. 40 crorcs during 
1980-81. the surplus available with the State Trading Corporation on 
account of edible oil imports was to the tune of Rs. 80 crores in that year. 
The Committee have pointed out that had the prices of the edible oils 
been reduced, the consumers could have got some relief in this period of 
spiralling price rise. The Committee have concluded that all these facts 
clearly demonstrate the scant regard Government displayed towards the 
interest of vast multitudes of helpless consumers in the country. The 
Committee have expressed their deep angui~h at this lapse on the part of 
1he Government. 
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6. The Committee have also expressed concern at the difficulties being· 
experienced by the people in the Capital in obtaining vanaspati at fixed 
price particularly in loose and malpractices prevalent in the distribution 
system of vanaspati. If this is the condition .in the Capital, the Committee. 
have pointed o~t, the plight of the poor consumers in far off and remote 
areas in the country can well be imagined. The €omm.ittee have recom-· 
mended that Government should take effective measures under the .Essential 
Commodities Act in coordination with State Gov.ernments to plug all loqp-
Jtoles in the network of actual diostribution of vanaspati and take stem 
measures against the offenders in order to ensure that the vanaspa.ti is 
actu~" madel available to the consumers at the fixed price even in the 
remotest corner of the country. 

7. The Committee have pointed out that in order to meet the gap in 
1the demand and supply of steei ip the country and to supply imported 
steel items to the indigenous consumers at a reasonable price, a number 
of exemption orders relating to impon of steel were issued betw~n I 978 
and 19Bl. However, there was a considerable'time 1ag between the grant 
of exemption and the actual import of these steel items with the result 

·that the shortage of steel items continued, black-markcti'ng in these items 
flourished and the consumers continued to be fleeced defeating the very 
purpose for which the exemptions were granted. The Committee have 
expressed their serious concern at this failure on the .part of the Ministry 
of Steel in arranging the import of such steel items in respect of which 
exemption has been granted within a reasonab1e time. 

8. The Committee ( 1981-82) examined the above paragraphs at· their 
sittings held on the 14, 15 and 22 October, 1981. The Committee COD·· 
sidered and finalised this Report at their sitting held on the 23 April, 1982. 
Minutes of the sittings form Part':' II of the Report 

9. For facilitv of reference and convenience. the observations and 
~ccommendations" of the Commitl(;C have been printed in thkk type in 
the body of the Report and have also been reproduced· in a consolida:ed 
form in Appendix ~II to the Reporl. 

l 0. The Committee would like to express their thanks to the Ministry 
of r: :1ancc ( Dcpartm.:nt of Rcvcnm: ·1. Ministry of Civil Supplie~. State 
Tr..tding Corporation, Ministry of Steel and Steel Authority oi India Ltd .• 
for the co-operation extended hy them in giving information to the Com-
mittee. 

11. The Commi-ttee also place on record their appreciation of the assis·-
tance rendered by the Office of the Comptroller and Auditor General of 
Jndia in the examination of .these paragraphs. 

KEW DELHI, 

28 April, 1982 
8 Vaisakha, 1904 (S) 

SATISH AGARWAL,. 
Chairman 

Public Accou11ts Committee 

---------· ---~ - . 
- ··. *Not printed. (One cyclostyled copy laid on the Table of the House and 
five copies placed in Parliament Library). 



Audit Paragraph 

REPORT 
CHAPTER I 

DELAY IN THE REVISION OF TARIFF VALUES 
1.1 Sectiou 14(2) of the Customs Act. 1962, empowers the Govern-

:rneat to fix tariff values for any class of imported goods having regard to me 'trood of value of such or like goods for the purpose of levying customs 
dtitJ. en t~d va(orem basis. 

·' , 1 .2 Fresh and dry fruits when imported into India are liable tc? 
cu ... s duty on aa 1/tllorem basis. Tariff values of fresh fruits were re-
vllel ·upward last in July 1969 (grapes) and September, 1971 (pome-
~). Tariff values of dry fruits were last revised upward!oi in June 
1 97's; those of alf!!Onds, raisin and dates were revised upwards OR 2 7 
JUile"; 1979. 

f .. 3 It was noticed in audit that the invoiced values of 18 varieties of 
fresh ru1d dry fruits imported through a Land Custom S~tion during the 
period January 197 5 to 26 June, 1979 in respect of fresh fruits, and from 
30 June, 1975 to 26 June, 1979, in respect of the dry fruits, were much 
hi!flel' than the tariff values which had not been revised. The non-
re..WOn of the tariff values in accordance with the invoice values resulted 
in a P.J'hlrt realisation of duty to the extent of Rs. 22.40 crores. 

1.4 Thr.: Ministry of Finance have stated that the system of commercial 
invoicin~ in the exporting countries in this case was not very reliable. They 
have nt-:>t, however. stated whether the international prices of fresh and dry 
fruitc; or their local market values. or both. had actuaHv remained stable 
duriat. the period 1975-79. · 

tPuagraph 1.23 of Report of the Comptroller and Auditor General of 
I n<iia f.-.r the year 1979-80. Union Government (Civil) -Revenue Receipts 
-Vo1,•m(' I. Indirect Taxes]. 

Trade between India and Afghanistan 

1.5 India's imports of dry fruits. fresh fruits etc., arc mostly from 
Afgbar.istan which were bused on a modified system of barter. The trade 
Agreement/trade arrangement between India and Afghanistan provided for 
a system nf counter-balancing trade where imports of fresh fruits. dry fruits, 
as afoetida etc. from Afghanistan have to be counter-balanced by exports 
made to that country. The first treaty entered into between India and 
Afghani~tan was signed on 4. 4. 1950. The treaty had a validity period of 
three years extendable by two years after which it could be terminated any 
time by either contractlng party after giving notice to the other party at 
least 6 months before the date on which it wished to terminate the treaty. 
Article 15 of this treaty which continued to be in force provided for trade 
exd\ange between the two countries as under :-
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"The cqntracting parties agree that with respect to exchaap of 
specific commodities of one contracting party against specific eom-
moqities of the other party, they may enter into trade agreement 
with each other. To faci1itate such agreements they may also agree 
to enter into agreement for methods of payment for such a.Illlllge-
rnents or for such surplus goods so exchanged and delivered." .. \ .... 

1.6 All subsequent .. arrangements'' and Agreements have flown out of 
the above articl9 15. Until 1957, trade was regulated by the provisions 
of the treaty of 1950 and no separate "Arrangement" or "Agreement" was 
co~cluded. The first trade Arrangement with Afghanistan was con~ in 
· f9S7 which provided for balanced trade subject to a fixed monetary. peiling 
·tor 'import of dry fruits, fresh fruits etc. and customs clearance pennii& .. were 
issued to the registered approved Importers. Payment for imports elected 
by each importer was made by him by exporting Indian goods Qf ;equal 
value to Afghanistan. Exports were made by the importers theiP8CI,ves 
or .qn their own behalf. This pattern was continued till 1968, when M the 
instance of Afghanistan, it was decided to switch over from monetary . .nmg 
to quantitative ceiling tor dry fruits and fresh fruits w.e.f. 1 :-8-tl%9, 
Under the revised system, it was found that Indian exports were ofhigher 
value than that of imports. The system of quantitative ceiling was there-
fore ·replaced by advance licensing system by issue of customs cleai'ancc 
permits. 

,, ... 
1. 7 Even though the Indo-Afghan trade was a modification of the barter 

system a~~d was based on counter-balancing exports, the need for introduc-
ing. the banking !o.)'Stem of commercial invoicing was felt in order to remove 
the malpractices that had cropped in. The entire trade was based -on ftll 
informal Hundi System. The private Hundis which were exchanged bet-
ween merchants on each side gave the value; of the goods which ltad no 
relationship wilh the value declared for purposes of check by cuo;;tom~ and 
licensing authorities. '111is practice led to over/under invoicing. ·· 

1.8 For the pcri<ld 1 972-75 a new trade Arrangement came .i.IHO force 
on 1st March, 1972 and provided for import of Afghan fresh fr:1its, dry 
fruits etc. to be counter-balanced by export of specified India goods. How-
ever, payments for imports of As~foetida from Afghanistan anl' counter 
exports from India were for the first time ehannelised through Banks. For 
this purpose a special Rupee Account was opened by Lc-Afgh::mi..,1.an Bank 
with the State Bank of India, New Delhi. 

1 .9 On the expiry of the trade arrangement for the period l ':1 12-15. 
a fresh trade and payment agreement for 1975-78 was entered into, on 3 
September, 1975, a~ording to which trade was to operate through hanking 
channels. The system evolved contemplated that a single account in. non-
convertible rupee is maintained by the State Bank of India through which all 
imports and export obligations are met. From 1975-76, it was extended 
to cover imports of dry fruits and fresh fruits also. 

Valtwtion vf dry and fresh fruits irnported into India. 

1.10 Upto 2 September, 1978 the Indo-Afghan Trade agreement .pro-
vided for counter-balancing trade, in terms of which imports of dry Uuits 
from Afghanistan were to be counter-balancecJ by exports of specified cOm-
modities from India to that country. Thus every importer was under ecport 
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• 
·ob~igation eq-uivalent to the value of the imports made from Afghanistan. 
·From · 3. 9. 78, import was thrown open under Open General Li~ 
and thus import could be made by any person without any export O,bJip-
tion> · · · : ., 

1.11 The manner in which counter-balancing trade with Afgh~tan 
was regulated before 3 . 9. 1978 has been spelt out in the following Pilblic 
Notices and corresponding General Licensing Instructions (GLls) :~ ... : 

(i) Public Notice No. 125-ITC(PN)/75 dt. :!9-lJ-75} 
for J 975-76 period 

. (ii) GLI No. 39/75 dt. 18-12-75 . . • 

I (iii) Public Notice No. 109-ITC (PN)/76 dt. 
3-11-1976 

0 kor 1976-77 period 
(iv) GLI No. 43/76 dt. 19-11-76 

I 
0 J 

·(v), Public Notice No. J 14-ITC O'N)/77 dated 1 
8-12-77 · · · · · · ~for 1977-78 period. 

(vi) GLI No. 1/78 dt. 7-1-78 . j 

1.12 Under these Public Notices;GLls, import licenses were issued to 
approved importers on the basis of their past imports in a prescribed base 
period. Import licences were also issued to other importers. Such licences 
carried an export obligation under which the importer was to export goods 
of equivalent value to Afghanistan. The goods to be exported were . also 
spelt out. A prescribed percentage of the exports had to be of non-tradi-
tional goods. The importers were to execute export bond for discharging 
the obligation within a stipulated period. 

1.13 Enquired as 10 how it was ensured that each importer exported 
goods of the same value as value of imported dry fruits, the Ministry of 
Commerce have drawn attention to para 20 of Public Notice No. 114 dated 
~ . 12 . 1977 which reads as under : 

''Th~ value of the imporkd itl'ms for ~ht' purp~e of <.kb!t : ' the 
CCPs (Customs Clearance Permits) and for remittance to til:: sup-
pliers through the Bank. as also for the purpose of determining 
counter-balancing exports in respect of such imports will be the value 
as declared in the supplier's invoice and appearing in tl1l· Bill o~ 
Exchange.'' 

1.14 The Ministry of Commerce have further stated that the importers 
were required to furnish export bonds. For redemption of such bonds. 
they were required to produce evidence of exports made in the discharge of 
the obligation. It has been added that the invoice value of exports was 
subject to check by the Customs, as in the case of other exports frOm 
'India. 

1.15 Asked about the prescribed procedure and the machinery available 
with the Government to ensure that each importer fulfilled his export obli-
.gaticm, the Ministry of Commerce stated that the importers were ft9.uired 
rto givo export bonds with bank guarantee or ECGC's (Export Credtt and 
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Guarantee Corporation) guarantee ·particularly in the case of newcomers in· 
the line, which was liable to forfeiture in the event of default in the f.ulfil-
ment-of export obligation. Further, the defaulters could also be de~registcr­
ed or debarred from receiving further import licences under the import 
control regulations. 

t.16 At the instance of the Committee, the Ministry of Finance have 
fUl'lfished particW.ars of average C.l.F. prices of dry fruits during 1975-76· 
to 1979-80 (Appendix I). The Ministry have, however added : 

"Although a record, purporting to be that of the C.I.F. values of 
dry fruits imported from Afghanistan is being maintained in Chandi- · 
garh Collectorate, it cannot be said that the figures represent the CIF 
values of the .dry fruits. There has been no system of regular com-
mercial banking arr.mgements in Afghanistan for the purposes of 
financing or negotiation of the instruments pertaining to foreign trade. 
nor a proper system of invoicing. Although the partciulars of the in-
voices that accompany the goods arc noted down by the Chandigarh 
Collectorate there is no assurance of the correctness of the values. 
indicated in these invoices. In fact, it is for this reason that these 
prices even though noted down in the Collcctorate, are not used as 
the basis for fixing tariff values and instead the market values obtain-
ing in India are taken for the purpose." 

1.17 The Committee enquired if the Ministry were aware of the fact 
that the value declared in the invoice is the value for the purpose of pay-
nxnt for imports and for the coun.ter-balancing exports also and was not the 
CQUCCtness of invoice value significant from the angle of Indo-Afghan Trade. 
In reply. the Ministry of Finance (Department of Revenue) have stated in a 
note : 

''Ministry is aware of the position as reflected in the Public Notices. 
issu.::d by the CClE from time to time notifyi'ng: that the value of the 
imported items for the purpose of debit to the CCPs and for remit-
tance to the suppliers through the bank as also for the purpose of 
determining counter-balancing the exports in respect of such imports 
will be the value as declared in the. ~upplicrs invoices. Invoice values 
are significant and relevant in the context of the Public Notice." 

1.18 Asked if the invoice values were not relevant in the context of 
fi-xation of tariff values, the Ministry of Finance have stated : 

"The invoice values have no relevance because of fixation of tarill 
values under section 14(2) .'' 

1.19 The Committee desired to know whether cases of over-invoicing 
of imports and under-invoicing of exports of goods in the Indo-Afghan trade 
were noticed and if so, whether action was taken under Foreign Exchange 
Regulations Act. In a note the Ministry of Finance (Department of Reve-
nue) have explained the position as under : 

"Invoice values have been accepted as per public notice issued by the· 
CCIE. This, however, should not create an impression that dte 
manipulative remittances have gone unchecked. The Directorate of. 
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Enforcement which has the ptimary responsibility in this regard is 
reported to be having quite a number of cases under investiga-
tion." · 

Revision of tariff values of dry and fresh fruit 

1. 20 Section 14 of the Customs Act, 1962 which deals with the determi-
D~l~;lm of value of goods for purposes of assessment to duty reads as fol-
lcv..~ : 

"1 4 ( 1 ) For the purposes of the Customs Tariff Act, 197 5 {52 of 
197 5) or any other Jaw for the time being in force whereunder a duty 
of customs is chargeable on any goods by reference to their value, the 
value of such goods shall be deemed to be :-
(a) the price at which such or like goods arc ordinarily sold, or 
offered for sale, for delivery at the time and plAce of importation 
or exportation, as the case may be, in the course of international 
trade. where the seller and the buyer have no interest in the busi-
ness of each other and the price is the sole consideration for the sale 
or otrcr for s.aJc : 

Provided that in the case of imported goods, such price shall 
he calculated with reference to the rate of exchange as in force on 
the relevant date referred to in sub-section ( 1) of section 15. 
( b ) where such price is not ascertainable the nearest ascertainable 
equivalent thereof determined in accordance with the rules made in 
this behalf. 

( 2) Notwithstanding anything contained in sub-section ( l ) , if the 
Central Government is satisfied that it is necessary or expedient so 
to do it may. by notification in the Official Gazette, fix tariff values 
for any class of imported goods or export goods. having regard to 
the trend of value of such or like goods, and where any such tariiY 
values arc fixed. the duty shall be chargeah1e with reference to such 
1 ~~ r ilT \'~due.·· 

! .21 Th~ Committe~ wanted to know when and how th~ tariff values of 
v: : ·c·us imported items were fixed from time to time. The Member 
<C: '-toms) staled during evidence : 

"There was a system of fixation of tariff values under the old Tariff 
Act of 1934, which was done by the Commerce Ministry because 
they were in charge of the operation of the Tariff Act. After the new 
Customs Act came into force from 1st February 63. the work of 
fixation of tariff values become the responsibility of the Finane~ 
Ministry. Under the old Tariff Act tariff values were fixed according 
to detailed instructions. They used to be fixed once a year ami it was 
laid down that statistics would be passed on to the Director General 
of Commercial Intelligence and Statistics, chambers would be con-
sulted. etc. and tariff values notified. There were at that time a. 
very large number of items ranging from ivory to various other pro-
ducts of the animal kingdom. products of the vegetable 
kingdom. spices. oil ·and oilseeds, chemicals, dyes .. 
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petroleum products and so on. With the passage of · time tlte 
number of it~J.lls became smaller and smaller until in 1966 all tariff 
values were abolished except in respect of three items from Afghanis-
tan and in 1969 even these three tariff values were abolished. In 
this context, the instructions issued from time to time with regard to 
fixation of tariff values largely lost their relevance. Government went 
on abolishing one or other of the tariff values and also adopted cer-
tain criteria for certain compulsions. We fixed tariff values every 
year upto 1964, then in 65 and then the next fixation was in 69. 
Thereafter, an attempt was made to fix these values in. January, 1971. 
In July, 1971 these were · revised downwards very drastically. 
Having fixed them downwards in July, 1971 they were 
again revised _in 1975. Thereafter, they were revised in 1979 and 
1980. For various reasons, the instructions in the manual some-
how. and in my own personal opinion probably rightly, lost signi-
ficance lost relevaJlCe. 

And there is no recorded conscious decision that it shotild be d~Jne 
once in a year.'' 

1.22 When asked if the instructions containcu in the manual lost \:1.eir 
·.r..:ievance because of some considerations, why were fresh guidelines n0' in-
.c]uded in the manual, the witness replied : 

"It is more a case of correction of the manual or instructions t;tcn 
coming to the conclusion that there is some kind of deliberate att~:npt 
or default which has resulted in a loss.'' 

1.23 Enquired in regard to the criteria for the fixation of tariff Y.· .ues 
from time to time. the witness deposed in evidence : 

.. '.Vhcn we fixed these in 1969 we largely went by the market ·, .tlue 
There was some kind of protest, when we changed it again in 1971. 
Therefore, there was a slight divorce from the market v~ilu~ fixation 
because we revised them drastically downwards within six months. 
Within six months the data could not have changed. Jn 1975 we 
fixed it without any serious political consideration and on market 
value. Fortunately, there was no strong protest; again in 1979 we 
fixed it on the market value. There were some protest:;, hu~ they 
were taken care of by persuasion or otherwise. In 1980 we fixed 
it on the market value. So, in regard to these item-; of dry fruits 
from Afgfihanistan, we are fixing tariff value with reference to nnrkcr 
value, at least from 1975 onwards, except that on the questic•n of 
whether we should abo:ish these or retain these there have boon 
some political considerations. So, far as fixation of tariff value is 
concerned, we have been going by the market value and we have 
not been guided hy political considcratione in 1975, 1978 or 1 -JSO." 

1 .24 At the instance of the Committee, the Ministry of Finance have 
furnished information regarding the local market prices of dry fruits fa::- the 
y~ars 197 6-77 to 1979-80 (Appendix II). 

1.25 Enquired in regard to the data on the basis of which tariff value:> of 
fresh and dry fruits imported into India were fixed, the Ministxy of Finance 
. (Deaprtment of Revenue) have furnished two statements (Appendices liT &: 
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IV) showing the data on the basis of which tariff values were fixed in the 
years 197 5 and 1979. It will be seen there from that the tariff values we1e 
fixed in these years after reducing from the average market value the post-
importation expenses and _duty element. 

1.26 When asked about the method adopted for ascertaining average 
market price of dry fruits, the Ministry of Finance (Department of Revenue) 

· have in a note stated : 
"The prevailing market prices (i.e. average monthly prices) are call-
ed for from the concerned field formations and tariff values are deduc-
ed by allowing for the post-importation expenses and duty discount. 
The field formations arc associated inasmuch as the statistical in-
formation on the basis of which tariff values are fixed is furnished 
by the field formations." · 

, 1.27 The Committee desired to know the old tariff value, the new 
tariff value. the local market price and the international price of fresh and 
dry fruits which prevailed at the time of each revision of tariff va1ue. In this 
connection th~ Ministry of Finance (Department of Revenue) have furnished 
five statements which are annexed as Appendices V to IX. 

Delay in revision of Tariff values 
J .28 The Committee wanted to know the reasons for the Iaon-revision 

Q~ tarifl' values between 1975 and 1979. In a note, the Ministry of Fin-
<:IJlCC have stated as follows :-

·The question here seems to presuppose that the reviston of Tariff 
Values has to he made with a fixed periodicity and that this periodi-
city has not been observed. 

There is no periodicity laid down in the law for the fixation of 
Tariff Values nor has there been any such periodicity observed in 
practice during the last, say. 10 years. Tariff Values fixed in 1971 
were revised in 1975 and these fixed in latter year were revised 
in 1979. Thereafter there was a revision in 1980." 

1.29 When asked as to what prompted the Government to revise the 
T-ariff Values fixed in 1979 within one year in 1980 whereas the earlier 
revisions were done after a gap of a number of years, the Ministry of Fin-
ance ( Deptt. of Revenue) hav~ in a note intimated as follows :-

·'In June, 1979 when the proposals for revision of tariff values fixed 
in the year 1975 were submitted, the then M.R.E. (Minister for 
Revenue and Expenditure) while approving . the proposals, had 
observed that there should be a yearly or six monthly r~vision in an 
such cases. In pursuance of this direction the next revision was 
undertaken in November, 1980.'' 

1.30 The Committee wanted to know whether any specifk procedure 
hds been prescribed in the Appraising Manual for annual review of the 
C.I.F. prices of goods subject to tarift values and whether this procedure 
was followed in the inst::fnt cases. In a note. the Ministry of Finance (Deptt. 
of Revenue) have stated as under:-

'The Manual provides for a procedure for fixation of tariff values. 
However, as a result of various factors and developments, this 
procedure in course of time, lost relevance. 
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Tbc procedure laid down in the Appraising Manual was b.;i.ng 
()bserved till 1 965 when a large number of items wert' placed on 
tariff value. However, from 1966 onwards, tariff values on all itl!ms 
except dry fruits were abolished and in the year 1969, tariff values 
even on dry fruits were done away with. As such. the need. for 
having a fixed frequency for revision of tariff values was not felt. 
As a result, the elaborate machinery and the prcscribcL! drill which 
had been fixed for annual revisions in the past fall into dis-u~~ and 
with this the old instructions contained in the Appraising Jvlalluai 
also lost their relevance. The departmental instrutcions were m .t'mly 
meant for Collectors and the DGCI&S who in the pasl wcr~ en-
trusted with these exercises and could not be taken a!i> hindim!; on 
the Government:· -

1.31 The Committee enquired if any decision was taken in the y~:trs 
1975-79 not to revise upward tlte tariff values of such good~ evel) ye~ 
-and whether the Commerce Ministry was associated with such decision;; ln 
.rcpiy, the Ministry of Finance have informed as under : 

.. No conscious or deliberate decision was taken not to n•visc up~~ard 
the tariff values every year during the years 197 5-1979. In prac--
tice, however, the values were not fixe<;l yearly. After 1965, the 
values were refixed in 1969, again in 1971, 1975, 1979 and l980. 
Commerce Ministry was by and large associated with the revision 
of tariff values periodically undertaken and also consulted or~ tfte 
question of abolition of the tariff values-from time to time." 

1.32 Regarding the periodicity for the revision of tariff values o~ dry 
'fruits, the Member (Customs) stated in evidence : 

••May be, a period of one year in a seasonal con)modity -i~ too slwrt a 
period to provide an indication of trend of values. Trend can be 
ever a year. If there is regular importation it can be one year. If 
it is a seasonal variety whether one year will giv~ a 
trend, is a debatable point. One year may gtve a trend. two 
years may give a trend. So far as performance here is con~ 
I admit, without there being a conscious decision, sonu~how it ita£ 
been going once in four years." 

1.33 Enquired if the local market price of dry fruits had remained sta-
·tiouery during the years 197 5-79, the Ministry of Finance ( Deptt of 
Rcvneue) have in a note stated as ~nder :-

"Local Market prices of dry fruits did not remain static during thC' 
years 1975-79." 

1.34 Asked if there was continuous increase in the market pric\!s of 
dry fruits every year and if so, was it not necessary to revise the tariff v .. due 
every year, the witness stated in evidence : 

"From 1965 onwards there has been continuing rise in prices. In 
1969 the tariff values were higher than those fixed in 1965. Tbc 
value in 1975 was higher than the value in 1969. We ~to not d~\y 
the rising trends. Whether it was to be done every year JS accordu~ 
to me, a debatable point. 1f it is to be done once a year there 1s 
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no doubt that there has been a loss. If we take a view that it bas 
. to be done in four years, then there is no loss. If it has to be done 
· once in two or three years, it is in-between the two cxtrem~s I am 

not denying that there is a rise in the c.i.f. or the market prices." 
1.35 According to the information submitted to the Committee by Audit. 

the total invoice value of imports during the years 1975-79 was Rs. 82.63 
·crores while the tariff value came to Rs. 35.92 crores. The Committee 
·wanted to know whether the difference of Rs. 46.70 crores was die 
·amount held abroad illicitly by the exporters i·n this country. In reply 
the withn~s stated: 

'"1 am not aware of these figures. But the basic point seems to 
be that there has been an excessive remittance over the assessable 
values. This is not peculiar to this. We never go by the asses-
sable value for purposes of remittance when there is an import 
licence gievn for some importation of any item. That there should 
be continuing and complete synchronisation or harmony between 
the assessable values and remitable values it would neither be a 
practible nor an acceptable proposition .• , 

t .36 Enquired in regard to outgo of foreign exchange in such ca.f\es. 
·the wimess replied: 

"Under the then arrangements there must be synchronisation bet-
ween exports and imports.·· . 

1.3 7 AddinJ!. further in regard to the exports made against 'hesl.! 
imports, the witness deposed : 

··so far as exports are concerned, the Customs in regard to exports 
check the export value. They will not allow any exaggend-
cd values or under-rated value goods to go. Therefore, exp«ts 
go exactly in accordance with the value that should be the \'alue 
under the Customs Act.·· 

1.38 The Committee wanted to know wh,y the same rationale v:a~ not 
adopted in regard to valuation of imports, the witness stated : 

"There are instructions on imports that we should take the sup-
pliers invoice value for the purpose of counter-balancing the trade. 
This was a deliberate decision .. , 

. 1.39 The Committee wanted to know whether Government 
isSued any guidelines for the review of tariff value based goods. 
written reply, the Ministryof Finance (Department of Revenue) 
~tated as under :-

have 
In a 

have 

"In an inter-departmental meeting convened by the Finance 
Secretary on the lOth October, 1980 which was attended among 

, others by the Commerce Secretary. the following decisions were 
taken: -
~a) It would be desirable for the time being to retain the existing 

tariff values on the dry fruits to ensure that the volume of 
imports of certain item.~ of dry fruits from certain friendly 
countries continued at the usual level; 
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(b) It would be desirable to review the taritf value~ (1ffery )~; 
(c) ~ariff values should be reviewed bv a ~ttp of representa-· 

tLVes of Department of Revenue and Ministry of Commerce." 
Loss of revenue due to delay in revision of tariff values 

, 1.~0 According to Audit Paragraph non-revision of the tari1f values 
for. a period of 4 years between 1975 and 1979 with reference to invoice 
va.hfes had resulted in short realisation of duty to the extent of Rs. 22~40 
crores. In this connection the Member (Customs) stated in evidence : 

"The Audit Para says, on account of the four years, gap, the loss 
has been about Rs. 23 crores. We do not accept that the invoice 
value is the basis for arriving at this difference. Without accept-
ing it as loss, for the information of the Committee, I can say that 
1979 tariff value fixatio·n was correct unless the Audit now Says 
that 1979 tariff value fixation was wrong. But that is a different 
matter. Even if we apply 1979 values and assume that Tariff 
values of 197 5 were operative at least till the middle of the next 
year the loss or diflerence would not be as much as the Audit has 
said. Even accordingly to the Audit, the 1979 values could not 
have become inoperative in 1979 itself. They could have been 
operative at least for a year or one and a half years after that. If 
we take 1979 values and apply them retrospectively to the years. 
1976 or a part of 1976, 1978 and a part of 1979, and assume that 
the rise between 1975 and 1979 in the values was a uniform rate 
of increase if we assume that. the difference will not come to more 
than Rs. 5 .crores or Rs. 6 crores." 

1.41 Enquired in regard to the figures of additional revenue which 
would have occurre~ in case tariff values were revised every year subse-
quent to 1975, the Ministry of Finance (Department of Revenue) have 
in a note intimate as under : 

"Since data on the average market prices and total quantity of dry 
fruits imported from all sources is not avail~ble, the exact amount 
in case tariff values were revised in 1976, 1977 and 1978 cannot 
be quantified. However. assuming that the tariff values fixed in 
1975 would have been in operation at least for a year or one and a 
half years and that the rise between 197 5 and 1979 in tariff values 
was of a uniform order. additional revenue which would have 
accrued on the basis of national tariff values would be Rs. 6.072 
crores approximately during the aforesaid period. 

1.42 The Committee enquired about the provisions in the Customs 
Act for fixing tariff values and with reference to what values of such goods 
a.ro to be fixed. In reply, the Ministry of Finance (Department of Revenue.) 
bave stated in a note : 

"Section 14(2) of the Customs Act, 1962 empowers the Govern-
ment to ·fix tariff values for any class of imported goods having re-
oard to the trend of value of such or likegoods for the purpose of 
levying customs duty." · 

1.43 Enquired if the fixation u[ tariff val~~ with .ref~rencc to market 
value was in accordance wttb the Law, the Mmtstry of Fmance (Depart-
ment of ltevenue) have in .a note intimated : 

"A reference has been made to the Law Ministry on this question.'' 
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1 . 44 The value of goods for purposes of assessment to customs duty is 
-determined uader section 14 of the Customs Act, 1962. Sub-section (2) 
thereof empowers the Gonrnment to fix tariff values for any class of imported 
goods having regard to the trend of values of such or like goods for the pur-
pose of levying customs duty on ud valorem basis. Accordingly, Goleroment 
have fixed tariff ,-~dues in respect of dry fruits, fresh fruits and other specified 
goods. These values are revised from time to time. The tariff l'alues of 
dr~· fruits as fixed in 1975 were not revised till 1979. According to the audit 
paragraph, the- invoice values of dr~· fruits imported during the ~ears 1975 to 
1979 were so much more than the tariff values fixed in 1971 that the non-re-
vision oftariff values during these years resulted in short n·aJisation of Customs 
duty to the extent of Rs. 22.40 crores. 

1.45 The Ministry of F'inance have not accepted the aboH figure of H.~. 
22.40 crores. They have stated that assuming that the tariff ntlul's fixed in 
1975 would t.ave been in operation at least for a year or one and a half years 
and tbat the rise between 1975 and 1979 in tariff ,·alues was of a uniform order, 
additional rennue which would hue accrued on the basis of national tariff 
values would be Rs. 6,072 crores approximately during the aforesaid period. 
It is not, bo"·evcr, the Ministry's case that the prices of dry fruits rrmaincd 
stable during the lCars 1975-79 ; they hale , in fact, accl'ptcd thut the price~ 
did continuously rise durin~ these years. Whate\'cr. therefore. LL· the exact 
quantum of loss of re·renue between the two extremes of Rs. 6 crorcs and R "· 
22 crores. the fact remains that the non-reyision of the t11riff ntlul's mer a 
long period of 4 lCars whrn the actual pricL·s \\We going up did result in a lcry 
sub-stantial loss of rcwnue. 

1.46 The authority gh·cn to tlu.· Central Gfn crnml·U~ to fix t~;riif ralw .. ·~ 
in Section 14(2') nf tlw customs Act is subject to the guidl'lilws that the tariff 
Yalues should be fixed ""haYing regard to the trend of lalm· of such or Jik'...' 
~oods"'. It is, thus incumbent on the Central Gmcrnment to Pn~un' th:::t the 
tariff Hlucs fixed b~· them do keep pace \\iih the trend (If :::ctt:::ii Yaiur:-.. T:;e 
Commithc are. therefon-. un::lblc to accept the 'ddl• st~J.h•mc·r:: ri;J; tilnc. i-; 
no periodicity laid doHn in tiu.·law for the fixr.tion of :a:·iff '·:'!~('' : ti!~: ~·..fo:-~·­
"aid prOljsion apparently _implirs a. periodicit ~ in ctmsc, :: 'l H~~:· '' it!_1 H'': ,.,~,\ .·-
ments 01 actual Yahws ul the p:<rllculnr ~0(.1(.:, In :: 2 c)!~·m~!l~·(_ ~' ~ifi'. 
!hr bask principie tlf v:liu::;ion under SL·c-tion i-Z h :he· ·, :•!:1~· ; · r~-,. cel;;·~;c v'· 
international tr;u.le nnd ~ !•<riti' laluc is onh :1 Y3hH· of t.'(.·lt' cn:~.·~ll"«' ">!ch em 
ht• adopted in the ca~f.' <Jf goud...; "hose \'ahir ftt!ctuJtt.•s 1' it!1~11 turroh Pmi!·~ 
'";uch tariff ,·afue lw:i tn kl't'p pac<: with the trend of Ht:'!.:.:·d rD\uc:; :~nJ. r. {;!riff 
..-;:~Inc which loses its rdadon Hith Ow acw:11 \:lh:t ~ .. f:t\ mnn. ·1 0: :Jlh.'~· 1 .. :1':~.· 
within tht• meaning of Scciion 14. ·· · 

1.47 The Appn~js!ng _,bnu:d of thl· (';..: .. 1'J!l:'• 'kp::r:·••·-···' "; .. ! ;,;_ ;:;:, 

proyides fo,· an mmual relie''' of tariff lnlues. Dur;ng t>:;-.1 l.'- ··k·;~t·c on 2'Zmi 
October -1981 t:H .. ' '\lrmber (Customs) argued : 11::~ tbt'-'e ji\'.:,;.;...,'1~ of ~!lt' 
.\ppraisin~ 1\'hnual had. O\~r the yc:us. lost their rdc\ :ncr : .-:t:. i1: h:;; pr•·-
..;(m:tl opini<in. prdn1bl~ righH~· Vl, 1-k ~~bn ~Li\t.•d hd'orr ::E· ( .;•t! n;:; 11 f' th; i 
i here n:1s .. no r<.'l'orckd conscious dcci ~ion C h•l ~ i l 1 H'' i~;j\1!1 · ;;Jwu hf hf -:~ ~; :: .~· on:.·t· 
a ~-~~u•·. J:rom the- writlen notes St.'nt b~· thl• :'l.:ini..,tr~ f•f !'f:~;<r,;t', !:Wit'H'i, 
rlJr Committee find that thl' 2\lin:stcr f.Jr Rcn.'filii' and J>.p~. ~di!t;n· kH1 ginn 
orders in June 1979 that there shnuid be a H'lrh or si·~ m~nthh rni:-ion 
of tariif ,·alues. FurthN. in a iatcr-delmrfltlcnh11 mrl'tinr.: co:tYcnctl h,· th~· 
Finance Sccrl'tarl oa lOth OctobL·r, 1980. \\hich was attended among others 
hy the Commerce S£·crctar). it wns formally deci(kd that the tariff Yalucs 
2.~.JR9LSS.·8:! 
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should be reviewed every year. The statement made during the oral evi-
dence ou 22-10-1981 that there was no recorded decision for auual review/ 
revision of tariff values was, thereofere, apparently incorrect. The coD· 
elusion is inescapable that during evidence before the Committee the represen-
tative of the Ministry of Finance was arguing only for the sake of argument 
iD an attempt to cover up a rather serious lapse that had taken place. 

1.48 The Committee would recommend that in this as well as in all 
other cases where tariff values are fixed, such values should be kept under 
constant watch to make sure that they do not, at any point of time, lose their 
relationship with the actual values. The Committee would reiterate that this 
is an essential requirement of Section 14(2) of the Customs Act 1962 • . 

1.49 The Ministry of Finance have been fixing tariff values with re-
ference to the prevailing market prices. When asked whether this was in 
accordance with the provisions of law, which mentioned only the value in the 
course of international trade, the Ministr~· of Finance have stated that a 
reference has been made to the Law Ministry on this question. The Committee 
would recommend that the question should be sorted out quickly and the require-
ments of the law should be fully complied with in fixing tariff values in future, 

1. 50 According to the public notice issued by the Ministry of Commerce 
m December 1977 the value of the imported dry fruits for the purpose of debit 
to the CCP's (Customs Clearance Permits)) and for remittances to the sup-
pliers through the bank, as also for the purpose of determining counter-balaa-
cing exports m respect of such imports, would be the value as declared in the 
suppliers' invoices. According to the information given by audit the invoice 
values of imports during the year 1975-1979 amounted to Rs. 82 ·63 crores. 
In terms of the aforesaid public notice the counter-balancing exports would be 
of the same order. The Ministry of Finance also deposed during the Cl'idence 
that so far as exports are concerned the Customs \\·ould not allo\\· any exagger-
ated values or under-rated values and exports would go exactly in accordance 
with the values that should be the values under the Customs Act. lf, therefore, 
the invoice values of the imports were not truly representative of the actual 
values, as stated by the Ministry of Finance, but the counter balancing as 
exports weJe correctly valued, it would only mean that a sizeable portion 
of the export earnings were illegally retained a broad. The Ministry or 
Finance have contended themselves with the statement that "this, however, 
should not create an impression that the manipulative remittance have 
gone unchecked. The Directorate of Enforcement \\'hich has tbe primary 
responsibility in this regard is reported to be having quite a number or 
cases under investigation". The Committee would like to have a detailed 
list of the importers in whose case the totals of invoice values of imports, 
and hence of counter-balancing exports, during the said years, exceeded Rs. 
fifty lakhs each, the details Gf cases booked against them by the Directorate 
of Enforcement, the amounts involved and the results of inquiries so far com-
pleted. 



CHAPTER II 

Audit Paragraph 

. EXEMPTION ORDERS ISSUED UNDER THE CUSTOMS ACf, 1962 

2.1 Section 25(2) of the Customs Act, 1962 cmpc\\<ers the Central 
GGvemment to exempt, in tl1c public interest, and under circumstances of 
an exceptional nature to be stated in such order from the payment of 
customs duty, any goods on v. hich duty is leviable. The number of exemp-
tions issued and acted on during the past four years is .:ndicatcd below : 

1976-77 1977-78 1978-79 1979-80 
-~---

(i) Number of exemptions issued and 
acted upon • 248 301 198 97 

(ii) Total duty involved (in cror~s of 
rupeet;) 9·44 15·52 59·98 204 ·54 

(iii) Number or cases naving a duty effect 
above Rs. 10,000 138 191 125 75 

(iv) Duty in\'olved in the cases at (iii) 
above (in crores of rupees) 9·35 15·48 59·95 204·53 

[Paragraph 1.24 of the Report of the Comptroller and Auditor General 
of India for the year 1979-go, Union Governm~nt (Ci·.ril, R.!venue 
Receipts, Volume I, Indirect Tuxesl 

Powers of the Go1·tmmem to grallt e.n·mptio11 

2.2 The Committee wautcd to know the powers of th..: Gov~rnment 
to grnnt exemption from the payment of duty under the Customs Act, 
1962. In a \Vritten n0tc. the Ministry of Finance (Deptt. of Revenue) 
have furnishtd the foliowing information :-

"The C\.:ntral Government is empowered to grant exemption from 
payment of customs duty under Section 25 of the Customs 
Act, 1962. Under sub-section (1) of Section 25. the Central 
Gov..:rnment is empowered to grant general exemptions. This 
sub-section reads :-

"If the Central Government is satisfied that it is necessary in 
the J?Ublic interest so to do, it may. by notification in the 
Offictal Gazette exempt generally either absolutely or 
sub.icct to such conditions (to be fulfilled before or after 
clearance) as may be specified in the notification. goods 
of any specified description from the whole or any part 
of duty of customs leviable thereon." 

13 
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·under sub-section {~) of section 25 ibid the Central Government may 
grant exemption on lld iloc basis in circumstances of cxception':ll aature. 
This sub-section reads :-

.. Jf the Central Gl>vcrnmcnt is satisfied that it is necessary in tl1c 
public interest so to do, it may by special order in c .• lcb. case, 
exL:mpt from JXlymcnt of duty. under circumstances; of an 
cxc.:.:ptional nature to be ~httcd in such order. any goads on 
whid1 duty is leviable.'' 

2.3 Exemption granted under section 25 ( i) ibid are availab!e to all, 
'Ubjcct to fulfilment or the conditions. if any, mentioned in the notification. 

""' . 
. l 

Su~.:h exemptions are given having regard to various factors such 
as our international commitments, bilateral agreements, 
requests from the trade or concerned Ministry that the reduc-
tion in duty is justified on the basis of differential in inter-
national and domestic prices or shortage of the commodity, to 
encourage/give filip to a particular industry, encourage R&D 
efforts in 1ndia, to carry out economic and social programme1> 
or importation~ made by charitable institutions. hoopitals, 
handicapped persons. These general exemption notificatioos 
may or may not have a limited validity. These notifications 
with a limitcJ period of validity arc reviewed from time to 
time and extensions granted whcr.:vcr the continuat;0rr of the 
exemption is considere-d ncce~~ary. 

A1i~lwc ;;;}~emptions under section 25<2_) ibid. on th~: \)thee han~ 
arc granted to meet particular Situations. By :1.nd large .. 
orders for such exem-ptions arc issued in respect of import\ 
to mcd immcdi:ttc shortage of a particular commodity m th~ 
country and imports made by individuals. religiou~ or charita-
ble institutions. hospitals. educational institutions. Hh)tmtainccr-
ing expeditions etc. In respect of exemptions gra.ntcd on 
ed l~u,· ba~,is to imlividu:tls. organisations etc., the examples 
.nc· artilkiul limbs imported by tnndicappcd per:-.ons, articles 
<'r 1 cl;~:.i~"~us 'anctity imported hy n:ligious institulin•v mobile 
.,~ms '<tmbubncc!' imported by ho..,pitals etc. 

· Ext.:mp!ions, either genera], under ~eel ion 25(1), or SJX:X:!.tl orders 
urd;·r section ~Sf1) ibhl ~m;~ nnl grantc<l so as to ln~.'e retros-
pective effect." 

;·nquir~·cl in rcf!ard to the gr:u11 ,_,r exemption under ~.x.tion 25 
\lit'i-.;lry nf Finance ( Dcptt. nf Rcv~,.'nuc) have sta! ~d 111 ;~ 

·Thv main ha~is for granting f.!Cnn:tl (·xcmptio'n is that th..:. exemp-
t io!1 is necessary in the public interest. Any conditions 
rcquin:d to be fulfilled, either before or after the clearance of 
the goods in question, arc imposed with a view to carrying 
out the objectives of the exemptions sought ·to be granted hy 
the Ministry.'' 
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2;5 Explaining the conditions which warrant the grant of special 
cx~~~on unde! ~cction 25(2) the Ministry of Finartce (Department of 
ReYC.Iiie) have mt1mated :-

"The conditious for granting special exemption under Section 25(2) 
are:-

( I j the exemption ~hould be in public interest and 
( 2 j circumstances of exceptional nature should exist.., 

!.6 The Committee desired to know as to how was it ensured that 
· ·dtesaid cvnditions are satisfied in all cases where exemptions are 

; 'The Mimstry of Finance (Department of Revenues) have in 
• . futnishoo the following information :-

"There arc two board categories of special exemptions gtant.!d 
under section 25 ( 2) of the Customs Act, viz. exemptions to 
trad~ and exemptions granted to individuals. in~titutions or 
organisations. 

i~t rcspe-=~ of imports for trade, the public interest is taken· · c-.Lte' 
of by ensuring that the exemption is justified on broad econo-
mic considerations such as the difference in international and 
domestic prices. The exceptional circumstances may vary 
from case tQ case. However, in most of the cases exemptions 
arc recommended by the administrative Ministry and coosider-
ed by this Ministry to meet the scarcity of a particular comm~ 
dity at the relevant time. 

'lhl..' exemption to individuals and institutions are granted 
keeping in view that socio-economic objectives of the State 
so as to subservc the public interest. Thus, imports for 
charitable purposes, for the benefit of the. sick and invalid, for 
meeting natural calamities, specialised equipment required for 
preservation of old manuscripts. equipment for mountaineer-
ing txpeditions etc. are considered for exemptions. 'the cir-
cumstances of exceptional nature may vary from case to case. 
However, by and large, the exemptions in such cases are 
granted only where the articles have been gifted and no foreign 
ex~hange is involved. Further, articles of general use such 
as camera, typewriter. video equipment. airconditioners. etc. 
which have general usc. are not considered for exemption. 

1hc. slatus of the recipient organisation and genuineness of the 
request of an individual are taken into account by obtaining 
'tXpert advice wherever felt necessary. In some cases wltere 
there may be a possibility of misu!'.e, conditions are impOSed 
(:o be fulfilled before or after the clearance) to ensure that 
the exemption is utilised for the avowed objective.'' 

?-.1· Enquired in regard tr; the procedure followed for the periodical 
rc~ .of the exemptions, the Ministry of Finance ( Ikpartment of 
Re~) have in a note stated :-

. · "Some exemption notifications arc issued with a limited period of 
· ••••· validity, where it is apparent that there may be the need for 
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the ~xemplion only for a limited period. There is a ~r 
procedure for review of such notifications. Such a ~ is 
undertaken prior to the expiry of validity of the' notifiCad~ in 
question in consultation with ths administrative Miaistry 
wherever necessary. 

The above practice would not apply to those notifications wbich do 
not have a limited period of validi'Y· However, if in the case 
9f a particular notification it is felt neces!ary that the ~ 
tion should be reviewed the case is taken up for recODiidera.- . 
tion of continuation of the exemption in consultation with the 
administrative Ministry. The review may also be taken Up in 
such cases on a reference being made by the adminiattati.vc 
Ministry I or by the Trade. In the recent past a set of qiOID.p-: 
tions have been reviewed as part of the a1111ual Budget cxcr-' 
cises." 

2.8 The Committee enquired if the Ministry could say that lh~ cw.reut 
exemptions were necessary in the public interest as on date. In reply, 
the Miaistry of Finance (Department of Revenue) has stated in a note:-

"'The pro~.:!dure indicated earlier would ensure by and large that 
any notification which is no longer necessary in the public 
interest gets identified and is modified or withdrawn. It may, 
how~ver, be mentioned that there would normally be some 
time gap between the change of circumstances rendering an 
exemption unnecessary in the public interest and consequen-
tial action resulting in its modification or withdrawal With 
thc!'c qualifications, it could be: said that all the current estemp-
tions are necessary in the public interest." 

1.~ The Committee wanted to have detailed particulars ri the 
97 exemptions granted during the year 1979-80 wherein duty involved was 
O'\>'er Rs. 25,000 in each case. In a written note, the Ministry of Finance 
(Department of Revenue) have furnished the following informafon :--

"To be exact1 100 special exemptions were granted during the year 
1979-80. A statemen! of 68 cases of special exemptions out 
of 1 00 referred to above, involving duty effect of over 
Rs. 25,000/- is placed at Appendix X." 

2.1 0 The CommiUee pointed out that in the Audit Report presented 
to Parliament, the number of exemptions under Section 25 (2) were shown 
as 97 with a revenue effect of Rs. 204.!)4 crores whereas in reply to 
advance questionnaire both the number of exemptions and the duty amount 
were changed. When asked in regard to the factual position, the Member 
(Customs) stated during evidence:-

·'The Audit paragraph mentions 97 orders; and the amount o{ duty 
foregone in these 97 cases as Rs. 204.54 crores. Tbia was 
the information which was communicated to the Audit, . But 
with a proviso that lher~ were three cases which had still to 
be r~ported-because the revenue implications of thoie three 
cases had not until then been worked out. These threo cues 
wen~ subsequently reported to the Audit; and the nulllber, 
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therefore, would go to l 00 and the revenue effect 
three cases was of the order of Rs. 40.64 cror~. 
revenue implications as communicated to Audit in 
were, therefore Rs. 245.57 crores." 

of those 
The total 
100 cases 

2.11 The Committee desired to know the number of individuals 
exemptions with duty effect of over Rs. 10 crores during the last 8 years. 
In a written reply, the Ministry of Finance (Department of Revenue) have 
'Stated as u'nder :-

"It has not been possible to collect details of special exemptions 
with duty effect of over Rs. 10 crores in ~ch case in the last 
eight years. However, the details available from the year 
1975-76 and the number of such cases in each year are as 
follows :-

] 975-76 
1976-77 
197i-78 
1978-79 
1979-80 

Nil 
Nil 
Nil 
Nil 
11 

The details of the 11 cases for the period 1979-80 are enclosed as 
Appendix XI." 

2.12 Enquired in regard to the number of exemptions and duty effect 
in respect of STC, SAIL and MMTC, the Member (Customs) stated in 
eviJ.:ncc :-

"The total number of cases where duty effect is more than 10 crores 
is 11 and the first two pertain to SAIL and No. 5 also pertains 
to SAIL, and the duty effect is Rs. 22.70 crores and Rs. 62.74 
crores. For STC there are two cases. Sr. No. 3 and 4 with 
a duty effect of Rs. 23.83 crores and Rs. 16.80 crores. For 
MMTC there are two cases Sr. N'o. 6 and 8 with a duty effect 
of Rs. 10.81 crores and Rs. 13.08 crores. Then there is the 
National Dairy Development Board with a duty cffe~t of 
Rs. 19.24 crores and the number of cases is three. There is 
one case of Government Medical Stores, Madras which involves 
a duty effect of Rs. 15.28 crorcs. The total is Rs. 184 crores 
and there are 11 cases." 

2.13 The Committee wanted to know the total number of notifications 
-issued during the period 1979-80 and 1980-81 for grant of exemption from 
customs duty under Section 25 ( 1 ) of the Customs Act. In a written 
note, the Ministry of Finance (Department of Revenue) have intimated as 
follows:-

"During the financial year 1979-80, the total number of notifications 
issucJ under section 25(1) of the Customs Act, 1962 is 158. 
Out of these, 8 are rescinding notifications and 48 make modi-
fications in procedure. 

During the year 1980-81 , the total number of notifications issued 
under section 25 ( 1 ) of the Customs Act, 1962 is 2·28. Out 
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of these, 7 are rescinding ones and g6 make modifications in 
procedure.'' 

2.14 Enquired in regard to the revenue cUcct of these notifications, 
the Additional Secretary, Ministry of Finance (Department of Revenue) 
stated during cviden~e :-

"when an exemption under Section 25 ( I ) b issued, a notification 
is laid on the Table of the: House alongwith the explanatory 
memorandum. In the memorandum the estimated revenue 
effect of the notification per year is indicated. I do not have 
the compilation of figures. They have to be collected." 

2.15 Subsequently in a written note, the Ministry of Finance (Depart-
mrmt of R.cvcnuc) have furnished the following information :--

"'The estimuted overall revenue effect m respect of exemption 
granted under section 25 ( 1) of the Customs Act during 
1979-80 was of the order of Rs. 205 crores in one full year. 
The ~stimate revenue effect in rcsp.:ct of similar exemptions 
granted during 1980-81 was of the order of Rs. J 47 crorcs. 

The aforesaid figures do not include the n:vcnue implications of 
those notifications in respect of which the revenue effect was 
negligible or could not be worked out at the time these noti-
fications were issued. However. th.: figures include revenue 
implications of notifications issued 111 connection with the 
annual budgets."' 

2.16 The Committee wanted lo know the mechanism avuilablc with 
the Ministry of Finance to ensure that the exemptions granted were pro-
perly utilisoo in tl1t: public interest. The Chairman. Central Boord oil 
Excise and Customs explained in evidence :--

''We would say that there is a small distinction between the actual 
amount o( revenue foregone and whether the exemption has 
scrv.::d the purpo~c for which it is given. One: is the quc~ion 
of keeping an account and the other is the proper question, 
whetl11..:r the action taki.:n by the Government served the pur-
pose. So far as the ~ccond queslion is concerned, the need 
l(:i l.\;.:nlJlion. C\cn b~,.·forc the exemption is granted, a good 
deal of scrutiny is thcri.: tn the Board. The rcvc'nuc angle is 
very much in mind. In the ca~c of most exemptions the 
Bomd docs take a strict vic\v. The~.:- exemptions arc given 
by the Government. no1 the Board, in the ovcraJI interest on 
the basis of various ha Ia nee of considcrat ions. 

Another question is : what i~ the mechanism for seeing ttlat these 
notifications continue to lx· necessary and whether they are 
scrvjng the purpose for which they nrc issued ? This is a very 
large question of policy. A review of some kind, particular· 
Iy of the important notifications. docs take place from time to 
time. For instance. if in one or two cases it appears to us 
in the Board. that a notification is no longer necessary. we. 
would take it up with the administrative Ministry whether 
the justification stiU holds good. So, we are quite consciou! 
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of the revenue intorest and the Government interest in seeing. 
that the notification continues to serve the purpose for which 
it is intended. But this is done by a process of consultation 

· with others concerned." 

2.17 Eluciuating the position further, the witne~:- deposed :-

"Such exemptions fall in two categories. One is non-commercial 
types, where· the principles are laid down, like charitable stores 
where the question of policy does not really arise and the 
revenue commitment is not of that order. The other would 
be the type of cases dealt with in Annexure B, which would 
be of importation of large volume of canaliscd it~ms and raw 
materials and the like. Even at the time of giving exemption 
some estimate is made of the scope of exemption, of the 
quantum of imports and the likely loss of revenue. so that 
the scope of the exemption can be said to be under control." 

· 2.18 The Committee wanted to know the direction given by the· then 
l\4ttister of State. for Finance at the time of grant of exemption to SAIL 
tlJf' duty free import of steel. The Member (Budget) stated in evi-
d•c 

"M.S. ( E & C) aliso pointed out that while the proposal of the 
Ministry of Steel for duty free import of steel may be agreed 
to, w~ should request the Ministry separately to streamline the 
arrangement for distribution so that the traders do not exploit 
the consumer of steel and make enormous profits. In other 
words suitable arrangements should be devised to ensure that 
the benefit of exemption from import duty is passed on to the 
real consumer of steel.·· 

2.1lJ Asked if the same was complied with, the witJk'SS replied in the 
aftmnativc by saying that the same was communicated :-·-

2.20 Enquired in regard to the direction given IP streamline the 
m r :)f".'!!r..'mcnt for dis! ribution. the witness stated 

.. MSl E&C) al~o directed that we may separately ohtain and keep 
on record information regarding the consumption of various 
categories of sted as between private and public sector so that 
Wl' mav assess in due course the rdativc hcnclits accruing to 
till.' prt\'atc and public sectors from the proposed e.xemption 
fnl!ll import duty. M.S. also tksir~d that by way of abundant 
caution we ~hould get formal confirmation of the c.i.f. prices 
on tine basis of \Vhich the propo);als fnr C:\emption have been 

• proc..:~s~'ll. ·· • 

2 . .2 i The Committee wanl~d lo know whether the Ministrv of Finance 
wa:; aware as ttl how the imported material \\as actually being distributed. 
T•il this the wiw~~~ r~plicd in the negati,·c and stated that .. we have not 
got: .mything. ·· 

. 1 ~.12 The Committee ashd whether in the absence or any follow 
up· ·..vith rcg~m.: to the conditions laid down for exemption, was it not 
1l«h~ary to d.:visc some sort of mechanism to monitor if the purpose 
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for v"·hich the exemptions were gra.nted was achieved. To this, the 
Finance Secretary replied :-

"What you have stated is of great value because after all whatever 
exemptions are being given, they do involve loss ·in revenue. 
Since they have been given in public interest it is absolutely 
necessary that not merely one tries to assess the public interest 
at the time of giving exemptions but also at subsequent stages. 
The subsequent stages in certain cases get determined by 
themselves. For instance in an exemption is given for a pa.rti-
cu1ar quantity to be imported-whether it is of edible oil or 
of steel or it is of aluminium, after all the quantity has been 

imported and if the Ministry comes up for a further continu-
ance of that exemption, naturally at present also some sort of 
review is being made and questions are asked from the 
Administrative Ministry as to whether a particular quantity 
was imported or not, what sort of arrangements were made 
for distributiou and whether the benefits accrued to the. bene-
ficiaries l'Onccrned ? In some other cases a time limit is also 
laid down, i.e. the period is laid down when the exemption: is 
for a particular period. When the period was to be renewed, 
at that time also, the assessment of public interest is made. 
Hut what you have in mind is appreciated that wherever it is 
necessary we should further strengthen our machinery ::.~.nd 
make a complete review where it is a continuing exemption 
and, if it is a continuing exemption, we should be able to have 
a system by which periodically a review can be made as to 
whether the purpose which the Government had in mind while 
granting an exemption is being served, continues to be ~ervoo 
or whether any modification is necessary. 

Another factor which has to be appreciated and has to be Liken 
note of is that it is true that the Ministry of Finance will leave 
that work to t1le administrative Ministry just as in this 
particular case, you have noticed that whatever directions 
were given, these were passed on to the administrative :\1inis ... 
try concerned. One would expect that the admi.nistmtive 
Ministries also will in turn have to keep in view this po~ition 
that whatever public interest was there, whether it is being 
served, :.md they will also have to continue making a periodi-
cal review. It is with the help of the administrative .\linis-
tries lhat the Finance Ministry can do this job. I am very 
sure that we shall certainly take note of your suggestion t!mt 
this sort of review should be undertaken and it should be 
undertaken periodically particularly in those cases whc~.::.: it 
is a continuing exe!Jl.Ption." • 

2.23 The Committee wanted to know 
•public interest' for qant of exemption from 
£xplaincd durin~ evidence :-

• what was the concept of 
duty. The Finance &.'C1~tary 

"So far as 'public interest' is concerned, it has to be seen with 
reference to the circumstances prevailing at a given time and 
the determination of 'public interest' will vary also with the c,ir .. 
cumstanccs of the cases and the provisioos of the law with 
which we arc dealing. In this particular case, we are de:ding 
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with the question of exemptions which are given from custo~ 
duty. 

TJ1e customs duty, when it is levied, it is intended no doubt to 
get revenue. But at the same time, one has to take into 
account the total fiscal ·position as well as the requirelnea:ts 
of the situation. To give a concrete case, take edible oil 
which I think, is the uppermost in the minds of the members. 
It has been imported on the basis of an exemption which 
has been given and it also forms the subject matter of adjudi-
cation in the cases which have been filed in various courts. 
There the best of public interest is very simple-is edible oil 
an essential commodity, is supply of edible oil suffering from 
shortage or surplus, is it that by giving exemption one can sell 
it at a lower price than one would have been ·able to sell? 
Again, what type of distribution system has been evolved : is 
the edible oil going to be used for monopolising by some 
parties or is it going to be distributed through fair price shops 
syslem or is it going to bei used for the purpose of maintain-
ing prices and pegging the prices at lower levels. All these 
questions arise at the time when exemption is given ahd an 
assessment, not legalistic I would say, but not a very gtllfl'al 
and pragmatic basis is made whether this exemption would 
serve the public interest or not. 

As it is, on that basis a decision was taken. The Board would 
take a \'erv strict view of the matter. The Central Baud of 
Excise ami Customs would not like the duty to be foregone, 
they would like more rcveriue to be collected but it is the 
Government that takes a final view in the matter. That is 
why, if you sec sectioo 25(1) and 25(2), the powers are not 
de~cgatcd to the Board. The powers arc with the Govern-
ment and the Government as a whole-that is the Fmance 
Ministry, taking into account the points of view put forward 
by the various ndministrative Ministries and taking into :tccount 
the agency whkh is importing-whether it is a public agency, 
whether it will function on profit motives or whether it will 
be again indulging in black-marketing. etc. AU these factors 
are taken i'nto consideration when one wants to satisfy himself 
whether public interest is being served or not. On thi~ basis 
a satisfaction was made." 

2.24 The Committee desired to know whether there were guidelines 
tmder which the powers to ~'"ant exemption was exercised to ensure that 
the same served the public int.crcst. To this the Finance Secretary replied 
in tbe negative. 

" 
2:25 The Chairman, Central Board of Excise and Customs stated 

during evidence : 

"I think that when the Customs Act was amended or re-enacted 
in 1962, the question arose whether certain guidelines would 
be necessary. At that stage, no specific guidelines were put 
into the section. Possibly, it was felt that there might be 
various situations which cou1d not fall within any particu1ar 
guidelines except the one, namely. the public interest coacept. 
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I may point out that these exemptions are to be ordered by 
t.he Central Government which are at the level of the .Miniater-
in~chargc. Usually, it is not only the Ministry of Ymance 
which is com.:erned in all commercial types of itnportation. 
The a<.!ministrativc Ministries would also be associated so· that 
a view is taken at a high level where one can reasonably 
expect to look into the public interest aspect of the matter." 

2-.26 The Committee wanted to know whether it was not feasibl~· 
to lly down some guidelines to enable Parliament to examine and 
aatlb that the pow~r to grant exemption is being exercised correctly. TI1c 
~e Secretary replied in evidence : 

.. 1 personally feel-so fac as public interest is concerned, it will be· 
very difficult to lay down any guidefines-particularly Jn the 
circumstances which we arc considering in the ~ntext of the 
law which relates to either the customs duty exttnption or the 
exercise duty exemption. That is the first submission I wish 
to make. There arc various safeguards which are already 
provided to. ensure that whatever exemptions an:. given are in 
accordance with the wish and with the desire of the Parlia-
ment. And when the law was enacted, the Parliament, after 
due considcration,-has given the power to the executive, to 
exercise that power. That being so, now the question arises 
this way-whether this power is being exercised properly or 
not. There can be various ways of judging it. One way of 
judging it is this : whether this has been challenged in the 
Court and the Court has upheld it. Otl~erwise has the court 
held either in an individual case or in a group of cases that 
Government has erred ? That would be one way. of judging it. 

The other \\ay is thb : Power is not given to the Board; power is 
giv..:n to the Government itself, which is an elected Govern-
ment. The question whether public interest is served or not 
has to be seen not merely by individual officers, but it has 
to be seen b} the Mini~tcr also. No exemption is given un-
less a proper representative duly elected by the public approves 
this before granting the exemption~ and there is no delega-
tion of power given in this case as far as I am able to see 
il. On the irJividual case. whether it fulls under section 
25 (i ) Llr 2 5 ( 2 J or similar section under Excise Act, and so 
on, the judgement has to be applied by ofliccrs; the case 
has lo bc put up to the Minister; then alone the notification 
or the order is issued. Whatever notification is issued is placed 
before ParliHmcnt. It is not a mere formality as such. 
Each. MP is entitled. to know whether this powc~ is properly 
exercised or not. Smcc the number of such notifications arc 
quite large it is just possible that it is not humanly possible 
for a Member to go through aU of these. But there has been 
no ca~c where the bonafides of the Government has been 
challenged either by the Court or by Parliament. We have 
to take into c0nsidcration our own soci~economic conditions 
in. ju~ging pt;hlic interest. It is not feasible to lay down 
gutdeltnes. '• · 



2.27 The Committee felt that simply placing of cx~mption notifications 
bcf~ Parliament Wils not enough ami wanted to know whether it ,.,as 
not ucccssary to lay <.lawn some guidelines wh~rcby precise limits could 
be prescribed on the exercise oi the powerl'l by th~ Lx~cutivc. The Fbance 
Secretary replied in evidence : 

··The general point which )'OU arc raising ~<.li:not bl.' served by merely 
making an amendment to a particular intii-.ri:Jual law because 
this o;,ort of formation of public inkn.·st d<.ts been use-d in a 
number of other cases. When the quc~iion d laying down 
the guidelines arises, there are laws wh..:rc the Parliament 
itself gives direction about necessary guidelines to be laid 
down. But there tho Parliament in its superior judgcmC"Jt has 
given the pawer to the Executive."' 

2.28 Eluciuating the position, Member (Custonb) statcJ in eYi·h:;.ce: 

"lf I was able. to assess the problem that you arc trying to p-..rJC, I 
am '-JUitc one with you. This is the problem and the solution 
to this docs not lie at our hands. Of course. if we rnakc 
some guidelines. th;::y would be uscluL We 11au fram~.J cer-
tain guidelines for issuing in~tructions with regard to Section 
25 (2). But tlJC public interest is the main determination. It 
is as much a political decision as a bureaucratic c!ccision. 
Now, in the context of particular political ph1losophy, the 
colour oi public intcr~st would change. I Jere the Parliament 
could and should have done scmcthing. They could have 
~;aid that having regard to (a), (b), (c), (d) 
upto ( z), the Government may grant .:x~mplion and tll;::n tit~ 
Go\'crnmcnt would he b0und by th~:.;c guidelines for <.:CT~;dcra­
tion of all exemptions. St;ch an :\ct by Parltam2nt by way 
of guidelines \\ ould be hinuing on any political p:;n.y and 
binJing on bt,rcaucrah :!s \vel!. l\m1·, th;:~ problem ~lbc"> could 
have ;;at rcsol\cd if\\~' wcr~ dealing ''i!li a situatit'l1 L;;~ th~ 
Pn .. ·vcative Det~ntit'n Ac:t. But there tll·c t~rm ha~ h:·.::n. so 
adcqu~1tely judici:llly prorwunccd upon :·1 -. :trious pro;1;TJ.nC~,­
mcuts. t1Ce<.1usc the: c:~izcn ha:-~ b.:-.:n ;~fL:;.:•~J. his ri~hb have 
hc..::n affected Here ih~ sittl:ltitl!l is tiJ~l! bx:ms~ uf c~&zn.tial 
corber-.·;itism of the Bo:1rd. \VC- haYc b~:c:1 \-.'n 1\'ki..'L!tr~ l(' 
frant cxcmpt:ons. 

S~COIH.ily, Whl'l1 'ill L'X~tnption is gih'll, Jl IS .:_~.\1..'!1 fc1r a \ .:ry :;mit.x! 
kind of situation where the chaHen~cs have hcen almo·:>t nil 
~'r free from any objection on grounds of discrimination. 
There has been no judicial prnnnun.:...::mcnls \\ h:ch v.: ;lUld 
have acted as guidelines Bot only to th ... · bureaucrats b~·!_ also 
Parliament. But as it is yc.u \\ill i1~1\"C to !caw it rc. tJS or 
leave. it to th~ political mash:rs, to th~ Parli~lmcnt and t:1- this 
Committee. The Section requires sutisfaction of the C.!ntra.l 
Government before any exemption order is issued.'' 

2.29 The Cornmitt~c wanted to know whether any exemption grJ.ntcd 
under section 25(1) or 25(2) wns challenged in a court of Law. In a 



note, the :Ministry of Finance (Department of Revenue) have furnished 
tile following inlormation : 

"As far as the Department of Revenue is aware, there has been 
no Court case challenging Government's competence to issue 
order oc exemption under Section 25 ( 1) or 25 (2) of the 
Customs Act. However, there have been a number of writ 
petittons on the ground of discrimination challenging notifica-
tion No. 65-Cus dated 1-4-1980 and by the National Dairy 
Development Board. Similarly, ad hoc exemption order No. 81 
dated 17-3-1978, and its subsequent replacements, in terms of 
which specified quantities af soyabean oil, sunflower oil. 
rapeseed oil, palm oil and palmolein are exempt from customs 
duty in excess of 5% tid valorem when imported by the 
S.T.C. has been challenged on the ground of discrimination. 

In thi.: case of imports of edible oils where discrimination has 
been alleged vis-a-vis the Natio:oal Dairy Development Board, 
the Court have passed interlocutory orders for release of goods 
on payment of 50% of duty in cash and on furnishing a 
bond with bank surety for the balance. Similarly, in the 
cases of writ petitions filed in the Supreme Court, the Court 
has in most of tile cases passed into locutory orders for release 
of goods on payment of duty of 5% ad mlorem in cash and 
bank guarantee for the halancc. 

As regards the writ petitions regarding import of Palm oil etc. 
challenging discrimination vis-a-vis the State Trading Corpo~ 
raticn of India. the Delhi High Court has decided that the 
private importers and the State Trading Corporation were not 
sin•ilarly situated and hence there was no discrimin::t.tion and 
directed the petitioners to pay the balancL" of duty. It may, 
l10wever. be mentioned that S.L.P's have been filed in the 
Supreme Court against the Delhi High Court orders and the 
Supreme Court has issued show cause notices nnd stayed the 
opcr.nion of the Delhi High Court's orders.'' 

2.30 Section 25(2) of the Customs Act, 1962 empowers the Central 
Government to exempt, in the public interest and under circumstances of an 
exceptional nature, from payment of customs duty, and goods on which duty 
is leviable. These exemptions as fall into two broad categories, viz., exemp-
tioas to trade and exemptions to individuals, instihdions or organisations 
ne Committee are informed that exemptions to trade arc allowed on broad 
ecoaomic coasiderations such as the differences in international and domestic 
prices. The exemptions are recommended in most of the cases by the adminis-
trative Ministries and considered by the Ministry or Finance to meet the scar-
dty of a particular commodity at the relevant time. The exemptions to in-
iin.als and institutions are granted keeping in view the socio-economic ob~ 
tiYes of the State so as to sobserve the public interest. By and large, the 
esemptlons in such cases are granted where the articles have been gifted and 
ao outgo of foreign exchange is involved. The status of recipient organi-
satloa aDd genuineness of the request of an individual are taken into acceat, 
Coadltlo• are imposed for fulfilment either before or after clearance of · 
poda to eiBII'e that the exemption granted is utilised for the avowed objective. 



2.31 Exemption notifteations are issued either with a. limited period of 
validity where the need for exemption from duty Is for a limited period or . 
without limitation of any validity period. The Committee are informed that the 
review of the former type of notlftcatioas is undertaken by the Ministry of 
Finance prior to the expiry of validity in consultation with the administrative 
Ministry but this practice is not followed in the latter type of cases where 
the continuation of the exemption is reviewed in consultation with the adminis-
trative Ministry only when it is felt necessary in case of a particular notifi-
cation. 

2.32 The Committee were informed during evidence that it is not possi-
ble to clefine "public interest" in precise terms to spell out the exceptional 
circumstances under which ad hoc exemptions could be granted 
UDder section 25(2) of the Customs Act, 1962. According to the procedure 
vogue, each case for grant of exemption is examined by the Ministry of 
Finance in consultation with the administrative Ministry and the exemption 
notification is issued after obtaining approval of the Minister-in-charge. All 
such notifications are laid before Parliament. 

2.33 The number of exemption notifications issued under section 25(2) 
of the Customs Act, 1962 was 248, 301,198 and 100 during the years 1976-77, 
1977-78, 1978-79 and 1979-80 respectively. The duty foregone as a result 
of these exemptions was Rs. 9.44 crores, Rs. 15.52 crores, Rs. 59.98 crores 
aad Rs. 245.18 crores respectively during these years. 

2.34 A break up of 11 cases where exemptions (duty eft'ect---Rs. 184.52 
crores) were granted during the year 1979-80 and the amount of duty forgone 
was more than Rs. 10 crores in each case is given below : 

(i) To SAIL for import of mild steel plates and stroctorals: duty effect 
Rs. 22.71 crores and Rs. 62.75 crores. 

(ii) To STC import of edible vegetable oil: duty effect---Rs. 23.84 
crores and Rs.16 ·80 crores. 

(iii) To MMTC for import of aluminium ingots: duty effect-Rs. 10.82 
crores and Rs. 13.08 crores. 

(iv) To National Dairy Development Board, Boroda for import of refined 
soyabean : duty effect-Rs. 19.25 crores. 

(v) To Government :Medical Store, Madras for import of mobile 
medical clinics and spare parts :duty etfect-Rs. 15.29 crores. 

2.35 Section 25( l) of the Customs Act, 1962 empowers the Government 
to grant in the public interest exemptions generally from payment of customs 
duty •. The Committee have been informed that revenue effect of exemptions 
granted onder section 25(1) was of the order of Rs. 205 crores in 1979-80. 
As against this, the revenue effect of advance exemptions granted under 
section 25(2) during 1979-80 was Rs. 245.18 crores in 100 cases. Considering 
the list furnished to the Committee giving details of 68 cases in which exemp-
tion involving a duty effect of over Rs. 25,000/- were given during the year 
1979-80, and tbe cases of grant of exemption to STC for import of edible oil 
aad to SAIL for import of steel, dealt with in this report, and the fact that 
the number of such notifications issued were 248,301, 198 and 100 duriDg 
the year 1976-77, 1977-78, 1978-79 and 1979-80 respectively, the Committee 
Cllllllot but conclude that the power vested in the executive to grant exemp-
tions only in "Public interest" and "under circumstances of aa exceptional 
nature u has been exercised too liberally and in some cases in utter disregard 
of the intentions of Parllameat. 



2.36 The Com111lttee have been iiJformed that no guidelines have been 
laid .down spelling out the circumstances under which .exemptions from 4tdy 
are granted. In tbe absence of any such guidelines, the exercise of such pot,_, 
has. in the opinion of the Committee, become a matter of arbitrary exer~ 
of discretion and Parliament and the JlCople arc not able to judge whether 
such powers have been properly exercised. The need for some guideline.~· ~s 
still more necessary in view of the fact that Ute revenue foregone as n result •' 
tbese exemptions has increased from Rs. 9. 44 crores !n 1976:-77 to as ~"ell 
as Rs 245.18 crorcs in 1979-80. The Committee feel that the po~ver .to 
grut exemption is an unusual, extra-ordinary and exceptio nul J)Owcr given b:, 
tbe executive and it is imperative that adequate safeguard should be thCI'e te 
easure that these pow·ers are used sparingly and there are no chances of ttaeir 
beiag missed. Further, the Committee expect that occasions on which powers 
under section 25(2) have to be exercised will be rare and stand the test of these 
lteiag in tbe public interest and satisfy the circumstances of an cxccptielllal 
nature as intended by Parliament. 

2. 37 The Committee observed that after the grant of exemption .b.v tb.e 
Ministry of Finance, on the recommendation of the administrath·e Mini'ifr)', 
the Ministry of Finance bas no feed-back from the latter to enaJuatc whetller 
the exemption bas served the purpose for which it was granted. It is left ~· 
the administrative Ministry to evaluate \vbether the condition laid do~n ia 
the exemption notification have actually been fulfilled. The Committee cwsi· 
der this arrangement to be totally unsatisfactory because except for ~:'iSeSS­
rnent of public interest at the time of grant or renewal of the exemption, the 
J\finistry of Finance doe6 not get any information from the ~tdmioiskative 
Ministry nor the Finance Ministry cares to find out from the administrative 
Ministry as to whether the purpose for which an exemption has been gr.:il!lted 
has actually been achie\·ed. The Committee therefore recommend tim~ the 
Ministry of Finance should C\'Olve some mechanism to establish a monH\»riag 
system to review periodically how far the objcctircs bt·hiod the ;;rrant 
of exemption have been achie\•ed. On the basis of the requisite data o~t:J;Jncd 
from the administrative Ministry in regard to each exemption ~rantl.'d r.~1dCJ:' 
section 25(1) or 25(2) of Customs Act and after ensuring that the i~/· .. :J:Jed 
public interest has been served and the revenue foregone by grant of ex<·.r;.~:~tion 
has not been misused, the Ministry of .Finance should decide wtu-ther ti:•.' ' .,:em-
ption should be allowed to continue. 

Lxcn;p/i()fl gn,ntt·d to S. T.C. }Or import uJ t·):J;!c u:i · 

2.3S The Committee wanted to know the details nl : lk· , \•:, ; •itufl:.> 
granted to S:f.C. in the )iCUf 1978-7{) 1fC.I11 fo:JYI11Cl1t ~;f L:\i[ :1'. f'Cply 
the Men1bcr {Budget) in the Central BoarJ of Exci·-.c ;:.;d C!l. 1 :w ... .'~~ted 
m cvidcn~::c : 

''The fir~t c.rder wa~ b~ucd on 17 ~brch, l Sl7•) i• ·:· d \i\!;,1(:,. of 
3 iakh tonncs for soyubcan oil, sunflower oi1, np~--:-:tx ,J oi1, 
palm oil etc. Then the !<.Ccond order \Va<.; i~ .. ,u~d L'll ·:>.' ;: June 
lor C) lakh tonncs of thr.:~ same \'arictics or tlii, b'.l! tint il~ !udcd 
the exemptions given earlier for 3 items and ti~r..: thr.! dtdcr 
for 5 Jakh tonnes on 31st October··. 

2.39 I:.nquircd about the rea..'lons aJvanced by th...: :.:unc<.:mcd : .. tinis-
try for seeking cxcmptioo, the witness deposed : 

"Just prior to 1st March, 1979, there was no duty on tht:: .,;; .oils, 
but we introduced 12}% duty in the budget of 1979. Civil 



Supplies and Commerce Ministry came up and mentioned 
about the increase in the international prices of these oils and 
how it would affect their working of supply of these oils to 
Vanaspati industry and distribution in the public distribution 
system at particular pfi.ces. They thought, they would not be 
able to bear this duty and keep the pri.ces at lower level. 
They asked for a total exemption. Finally. it was agreed that 
sr;·(; duty would be borne by them.'' 

2.40 The Cornmittec wanted to know as to when thL 3 lakhs tonne:, 
of oil exempted from juty by order dated 17-3-1979 was actually imported 
The Secretary, Department of Civil Supplies stuted in evidence · 

.. ·r he dec!~Jon to import edible oils for the entire o;] year commenc-
ing from November till and of October ll(.;Xl year is 
tnken much m advance. When thb duty was imposed in 
;'-.iarch, I ~79. at that time we had already taken a decision 
to imprrt the required quantity of ::dible oils. which ~tt that 
st'.lgc was estimated to be around one million tonncs--g<dp 
betwct:n demand and supply. Since the edible oil import had 
already been canali5.ed from December. 1978. we had taken 
up the matter with the Ministry of Finance for rccon~idcr..ttion 
o~· the decision on the ground that import 8f edible oil has 
been c:mali&'"l~d. Secondly. the international pnccs \,·ere shmv-
ir~g a tendency of going up. and domestic price situation 
required some kind of a moJcrating inlluencc to prevaiJ, and 
for which the landed cost should not be increased. Enhancing 
the price of \anaspati at that stage was ~tlso felt not to be 
in the best interest. We abo kit that the prices tixed for 
publk dii:tribution of edibk oils should also be retained at lhe 
SHill:: levels. On tlle!.c socio-economic considerations, we sub-
mitted our proposal and after discussions. it was decided that 
S ~~( duty should be possible for us to accommodate witl1in the 
f'ricc structure. Subsequently. orders wer.: issued for the 
cnt1rc qu~mtity d oil import~:d by S.T.C. 

2.41 Asked when the shortages of oil within the country were assess-
ed by the Government. the witness deposed : 

··: 197(•·77, a dcc1sion was taken to allow import o~· edible oil \)ll 

OGI.. 'I hut was the year or acute shortag('. Even there-
after the gap continued. This gap was cstimuted by a Study 
Group and ;,tiS() hy various other t~chnic<tl agcncic~ :md it is 
~airly well known th~t th~: ~TJ"Olmdnut production has remained 
~:tagnant for the last one dc~adc arl1und (\ million tonnes. The 
pwduction of another impnrtant oil. i.e. mustard seed has 
~lso remaim·d stagnant. This gap is unfortun.1tdy a "vidcn· 
ing gap and is ranging bdwcen l million and 1.3 million 
hmncs. depending on dt)mcstic pwduction and other factors'' 

2.4~ ·1 he Committee \"<anted to know the t<.,tal produl'tion of eclihk~ 
oils in the "·ountry. The witness stated in eYidcncc : 

•·v/e have got oil mills, solvent extraction plants, crushing capacity, 
'· . etc. more than adequate to deal with even 10 to 20o/~. more 
· ... · of oil' ~eeds because in the production of oils from the oil 

3 -·1S9IS,i!U 
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~eeds, there is no difficulty. What we are suffering from is 
the shortfall in the production of oil seeds and in this area 
there are two main reasons. One is the stagnancy in ~d­
nut productk)n. Groundnut is the main oil seed which has 
remained stagllant for the last 1 0 years. There is no improve-
ment. So also, mustard production has remained stagnant." 

2.43 Asked in regard to the reasons for the sluggishness in the pro-
ductkm oi groundnut an~ mustard oilseed. the witne~_s explained : · 

"Ti1c area 01 production of groundnut has not gone up very signi-
ficantly. From 6.46 million hectares in 1955-56, it has gone 
••p to only 7.'1 million hectares in 1979-80. But virtually the 
total area has remained more or less stagnant over a long 
period. Secondly, another factor is that groundnut producti-
vity was 752 Kg. per hectare in 1955-56. It was 747 Kg. 
per hectare in 1976-77, 797 Kg. per hectare it;l 1979-80. So 
productivity lm~ remained constant. Production-wise, 
~~ronndm;t was Cd million tonnes in 1970-71, 6.18 million 
t~)nncs in 197] -72, 4.09 million tonncs in 1972-73, 5.93 million 
tonnes in 19./3-74, 5.11 million tonncs in 1974-75, 6.75 
million tonncs in 1975-76, 5.25 million tonncs in 1976-77, 
o.09 million tonnes in 1977-78, 6.21 million tonnes in 1978-
79 and 5.77 milJion tonnes in -1979-80. So, productiou has 
been virtuu1ly stagnant.'' · 

2.44 Asked in regard to the imports of edible oils made m the 
month of December, 1978 January and February 1979 after it~ canalisa-
tion in December 1978, the \Vitness replied : 

"I do not have the monthly figures, but durin$ the entire year, 
1978-79-financial year, the total quantity of oil imported 
by STC on Government account was 5. 7 Iakhs tonnes.'' 

2.45 Subsequently the Ministry of Civil Supplies have furnished the 
following information in regard to the imports of edible oils by S.TC. 
from December 1978 to l·chruary 1982 : 

Year 

(l) 

"Month-wise import of edible oils by STC from December 1978 
( 2- l 2-1978) till February 1982 is as f o11ows-These figure.c; 
are provisional. 

Month Qty. (M.T.) 

(2) (3) ----
1978 DECEMBER. J9,29J 
1979 JANUARY 50,504 

FEBRUARY 40,304 
MARCH 56,011 
APRIL 69,231 
MAY 1,30,790 
JUNE 77,430 
JULY 36,471 
AUGUST· 1,22,443 
SEPTEMBER 72.168 
OCTOBER 86.487 
NOVEMBER 75,049 
DECEMBER 59,4'73 
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----------------------Year Month Qty.(M.T.) 
----------- ·--·-·--- ----- -···---·-·------·-------------

(I) 

1980 

1981 

1982 

(2) 

JANUARY 
FEBRUARY 
MARCH 
APRIL 
MAY 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 
JANUARY 
FEBRUARY 
MARCH 
APRIL 
MAY 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 
JANUARY . 
FEBRUARY. 

(3) 

; 75,429 
• 67,097 

1,61,347 
I ,43,940 
1,30,025 

70,290 
1,03,670 
1,06,731 

78,929 
77,143 

1,48,447 
:U,600 

65,871 
56,356 
89,825 
81,204 
46,678 
83,865 

1.41,998 
92,991 

i .38,991 
95,4~.1 

I ,33,172 
!.27,613 

83,235 
44,416" 

---------·---------------------------
2.46 The Committee wanted to know the details of the imports made 

by private parties after the canalisation of edible oils. The C.C.I.&E 
stated in evidence : · 

''In t.he public notification of 2-12-1978 there was a .. .-kar provi:iiun 
in whkh it was stated that applications for grant of import 
licence a:;.ainst firm commitment under Open General Licen~c 
for import prior to public notice shou1d be made to the Chid 
Controller within a period of fifteen days and import will be 
allowed in ucconlancc \Vith individual import licence issu .. ·d 
hy the CCI in this regard. ln accordance wi!h the provision. 
applicatio'ns vvcre received for grant of licence from parties 
who 5.ald that they had pre-canalization commitments and in 
this precess m th~.:~ year 1978-79, 219 licences were issu:.~d 
covering a total quantity of 1.70.232 metric tonnes. in the 
year 1979-80, 150 licences were issued cowring a total 
quantity of 1, 16,738 metric tonncs. This ·.vould cover the 
year of canalisation and 1979-80." 

2.47 Subsequently in a note the CCI&E has furnished the following 
in.klrmation : 

''1. Total number of applications made under Public Notice No. 
21/78, dated 2-12-1978-636. 

2. Total number of licenc~s issued-476. 

' 
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3. Year-wise break··up of licences issued : 

Year No of licences Total quantity 
--~----------·--------------------~~----~~~77-----------219 1,70,232 M.T. 1978-79 
1979-80 
1980-81 
1981-82 

150 1,16,738 M.T. 
99 67, 707 M.T. 
8 1,999 M.T. 

Total 476 3,56,676 M.T. 
·--------------·--··----------··-----·-··---

Total value : about Rs. 189 crores. 

4. The remaining claims out o[ 636 applications referred to above 
were rejected. 

5. In addition, there were 117 cases in which the parties claimed 
that they had applied within the stipulated period in Dccem1;>er. 
1978, but neither th~ oflicc records showed any such applica-
tions having been received nor the parties could produce accept-
able evidence in support of their contention. These claims were 
also, therefore. tciectc<.l. 

6. Some of the panics, whos~.· c..·Jaims have been r~j..:ctcd as referred 
to in paragraphs 4 and 5 above. have either filed ·.vrit p~titi~.1ns in 
the High Court or have preferred appeals to the Department in 
accordance with the prescribed Appeals procedure. The linal 
outcome of these c;;~scs would depend on tht: dectsions that may 
be taken in the writ petitions;appcals ... 

. 2.48 Asked if ull these application~. where the import li-.:ence<; were 
gronled for !he year i 979-80) were submitted within a period of 15 days of 
the: public notice. the w!tne~s re-plied in the affirmative and added that : 

''Licences were issued even for the subsequent two years, but against 
the same pro'vision. i.e·. against daims for prc-canalisation commit-
ments.·' 

2.49 Enquired whether the parties had made commitments even in 
1979-80, the witness replied in the negative and clarified that the commit-
ments were in respect of the period prior to 2nd December, 1978. 

2.50 Asked whether all the commitmenls madl· prior to December 
197~ were honoured by imports during the year I LJ79-80 a1 ,.,, the witness 
rrplicd : 

'"No Sir. Licences were issued against thl)SC commitments after due 
scrutiny. There are people who went to the Court and obtained 
Court orders. Therefore, the process of issue of licences against those 
commitments continued apart from 1978-79, during 1979-80. 
During 1980-81 also 99 licence~ were issued for a quantity of 
67,707 metric tonnes and during 1981-82. eight licences were 
issued for 1999 metric tmmcs. 1 may say, Sir, some of the cases 
are still pending in the Courts where parties have made applications 
that they have applied for licences in time. A large number of 
requests made have also been rejected and this is, of course, not 
covered in the figures I have mentioned." · 
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2.51 The Conunittee wanted to know the number of Tequests or appli-
cations received within 15 days after 2-12-1978 for the grant of import 
licences on tbe basis of prior commitments before canalisation, the number 
of applications rejected and the number of cases wllich went to the Court 
.of Law. ~ The witness stated : 

"In the initial phase a number of cases were rejected in the CCIE's 
Office. Those parties went to the Court. The Court set aside the 
grounds on which rejection order was passed and in this process the 
total number of those who had gone to the Court in respect of whom 
the orders were passed in different stages was about 60. But the 
decision was taken by the then Government that even in the case 
.of parties who have not gone to the court provided the factli and 
cJrCltmstances were similar, should also be given·the benefit of the 
decision taken in the court cases. That is why though only 60 
cases went to the Court. large number of cases were there where 
the licences were issued." 

2.52 Asked if there was any judgment of the Supreme Court in such 
cases, the witness replied in the negative. Giving the details of High Court 
judgn1cnts, Lhc witness stated : 

"There were two groups of High Court judgments. One set of 
judgments came in May 1979. hrunediately tlie Law Ministry was 
consulted on the point whether we should go in for appeal to the 
Supreme Coun against orders of the High Court. The Law Minis-
try categorically advised in the negative. Therefore, those orders 
of the High Court \Vcrc granted and similar other cases were also 
granted. 

1 n the second :ot of cases, there were other grounds of rejecti~111. 
Those also were rejected in the High Court. Since the grounds ,c,f 
rejection were different. we again went to the Law Ministry t.o 
ask whether we should go on to Supreme Court on these grounds. 
Again the Law Ministry advised that this is also not a fit case for 
going in appeal. Therefore. cases which were similar in nature to 
this lot were •tlso granted. We had obtained the opinion of the 
Law Ministry here in Delhi. The papers, 1 think, were seen by the 
Law Secretary, but opinion given on the file was that of the Joint 
Secretary, Law Ministry." 

2.53 The Committee w~mtcd to know whether according to the pr~s~ 
cribed procedure. commitments for import of oil under OGL could be dis-
honoured after its canalisation. The C.C.I&E stated in evidence : 

''In so far as the imports arc concemed when a cana.lisation onkr 
is issued, as it happened in this case in the middle of the licensing 
period, then a specific decision is taken on the file by the Govern-
ment and the CCIE whether pre-ban commitments should be 
honoured. In other words, if a ban or canalisation order is issued 
today and no mention is made in the public notice in regard to pre-
ban or pre-canalisatiotl commitments, then the position that emerges 
is that such commitments are not to be honoured. There is no 
question of honouring them. In this case on 2-12-1978 in the 
public notice a specific paragraph was there and protected the pre~ 
canaJised commitment~ subject to ce-rtain conditions. Therefore we 



were bound by that. 11 is not the case that every time the ban or 
canalisation orders are issued .pre-ban items are excluded. Recently 
for instance we canalised the import of pig iron. In that canalisa-
tion, no provision was made for pre-canalisation commitments. Thw; 
I would say, in the case of imports such protection is not always 
given, but in this particular case the Government has taken a cons-
cious view since OGL was to be terminated. In regard to exports 

. Government recognized that there should be no loss of credibility or 
loss of orders. If we suddenly withdraw u particular item then it 
may become necessary that for this item the pre-ban commitment 
should bo honoured. So, we lay emphasis on the policy that we 
should protect our exports. There is no provision of a similar 
nature or an automatic general provision for protection of pre-ban 
commitments on imports. It is a fact that in the case of edible oil 
many specific provisions were incorporated in the public notice.'' 

2.54 The Committee wanted to know the justification for the continued 
exemption of duty at 5 n;;, on imports of oil by STC. The Finance Secre-
tary stated in evidence : 

"Ultimately, the decision was taken by Government when the STC 
and the Ministries of Commerce and Civil Supplies came up before 
the .1\.-Iinistry of Finance for renewal of the exemption which had 
been granted to them in the past. At that time, it was known that 
the STC wouW be able to bear even a higher rate of duty than what 
they were bearing. Instead of bearing five per cent, they might 
bear 12-llJt which was being charged us the duty from the private 
traders. Of course, all the imports were canali~cd at that time. 
Private traders were in picture. in respect of limited imports only 
where the Ministry of Commerce was being forced to g•vc licences 
on account of the commitmenL<o which had already been entered 
mto by the importers. Though the private-traders were bearing 
121% duty still, there wu~ a disparity between the customs duty 
that was being charged from the STC and th~ ~ustoms duty that was 
heing charged from the private traders. 

Jn view of the fact that the intcrnatiu·nal p11cc~ w.::rc showing a 
downward trend-not that the trend had been established-we 
examined the whoae mutter. So when the examination was done 
it was thought that there were two option~ open before the Govern-
ment. One was we charge higher customs duty from the STC-it 
become~ 12±. Now, this option was analy:-.cd in great detail to see 
whether this itself can lead to a push in price~ so far as domestic 
market was concerned. The private imporb. as had been indicated, 
were not to be taken into consiacration. They were arising on 
account of extraneous factors. One was also not sure as to what 
extent the . private imports w~re taking place. It was really the 
quantity which was being imported hy the STC which was being 
taken into account and it was quite substantial being of the order of 
one million tonnes or so as compared to the domestic production of 
2.4 millions or so. So it was fell that if the Government were to 
raise the customs duty in case of STC it might give a further push 
to the domestic prices. So, a deliberate decision at that time was 
taken that so far as customs duty was concerned, this might con-
tinue at 5%. 
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2.55 Thus, since 17-3-1978 the S.T.C. has been allowed im~ of 
edible oils as per specified quantities and at the concessional rate of duty 
of S per cent under exemptions notifications issued by the Ministry of 
Finance from time to time. The latest exemption order No. 28 dated 
28-2..:1982 for import of 2 lakhs tonnes of ed1blc oils at the concessional 
rate, which will be in force upto 31-7-19.82, is reproduced below : 
"SUIUECT: IMPORT OF VEGETABLE OILS BY THE STATE TRAD-

ING CORPORATION OF INDIA-Exemption from duty·. 
1 am directed to ~uy that for meeting the situation arising by 

reason of the current demand-su.ppJy gap in vegetable oils in India 
and consequent inadequate availability of vegetable oils in the 
markets in India at reasonable prices, it is necessary in the public 
interest not only to import vegetable oils, but also to ensure that 
such vcgetab~ oils arc procured at as cheap a rate as possible and 
made available at reasonable prices to the public and manufacturers 
of vanaspati so that the vegetable oils and vanaspati are available to 
the people at reasonable prices in the country. For, this purpose it 
is proposed to import certain specified vegetable oilc; on Central 
Government Accounts through the State Trading Corporation of 
India Limited a body corporate wholly owned and controlled by the 
Government of India on a 'N~profit no loss' basis to that Corpora-
tion and thereby cnsure-
(a) supply of such in~ported oils to tht! public distribution system 

through the State Government at such time and in such areas 
us may be determined by the Centt"..tl Government from time 
to time; and 

(b l fair distribution of such imported oils to manufacturers of 
vanaspati throughout India at such price or prices as may be 
fixed or approved hy the Central Government. 

2. It has, therefore, become necessary to reduce the Customs duty 
on the import of such oils for the purpose of making available 
such oil<; through the public d1stribution system at reasonable 
prices and also for keeping the cost of production of vanaspati 
and the vanaspo.tti prices at reasonable kYcls. 

1. Having regard to the circumstances of cxc:cptional nature as 
mentioned above and in exercise of the powers conferred by 
sub-section ( 2) of section 25 of the Customs Act. 1962 (52 of 
1 962), read with sub-clause ( 4} of clause 44 of the Finance 
Bill, 198~, which clause has, by virtue of the dcduration made 
in the said Bill under the Provisional Collection of Taxes Act, 
1931 ( 16 of 1931 ) , the force of law, and in supersession.of the 
tul-lwc Exemption OJiPcr No. 92 dated the 12th November, 
_1981, the ~e~tral Government, being satis.fied that it is necessary 
m the pubhc mterest so to do. hereby exempts in all a total quan-
tity of 2 lakh tonncs of soyabcan oil, sunflower oil, mpcsced oil, 
palm oil and pnlm-olein falling within Chapter 15 of the First 
Schedule to the Customs Tariff Act, 1975 (51 of 1975), and to 
be imported by the Stat~o' Trading Corporation of India Limited 
from-

( a) that portion of the duty of customs leviable thereon which is 
specified in the said First Schedule as is in excess' of 5 per cent. 

ad valorem: 



(b) the whole· of the auxiliary duty of customs which is leviable 
thereon under sub-clause ( 1 ) Qf clause 44 of the said FiDIJlpe 
Bill or under any other law for the time-being iu force; ·sed. 

(~) the whole of the. additional duty of Customs leviabk thereon 
under section 3 of the said Customs Tariff Act. . . · 

4. This exemption order shall be in force upto and inclust v.:. of the 
3Jst day of July, 1982." 

2.56 The Conunittee wanted to know whether the public. mterest was 
served by grant of exemption in duty to STC on imports of oil. The 
Chairman, Central Board of Excise and Customs stated in evidence : 

"This is asking for a value judgment and not for a question of fact. 
All that 1 may say with great respect is-you will kindly permit m~ 
to add a little-in this particular case we had not given exemption 
for unlimited quantities and for unlimited time, but in the context 
of circumstances placed before us from time to time w~ extended 
the exemption for a particular quantity and for a limited timo. Bach 
time when the Ministry of Civil Supplies came up to us there was a 
consideration whether the purpose for which the exemption was given 
continued to be served and a view was taken at the governmental 
level that this purpose still existed and that further exemption 
deserved to b~ given .. Beyond that, in the sense of monitoring in 
great detail what our sister Ministry did, we did not go to that 
extent. If something comes to our notice that something ts goin~ 
wrong, we certainly take note of that and we bring it to the Doticc 

. of the Ministry. Otherwise we leave it to them and we take it that 
they will disch.arge their responsibi:ity."' 

2.57 The Conunittce wanted to know as to why the STC could not 
bear the duty of 12.5 o/c when private parties even after paying a duty of. 
12.5%, and purchasing at the international prices were going to the court.'\ 
and :fighting with the Department to get import licences. In reply the 
Additional Secretary, Ministry of Commerce stated in evidence : 

''In so far a~ the oils importc<l through the agency of the STC arc 
concerned, they were meant primarily for two purposes: oo.e for 
the public distribution system; and secondly for supply t.o the 
Vanaspati industry. ln regard to the private parties who imported 
the edible oils by paying import duty of 12.5% after Jvlarch 1979, 
they were not required to make available oils to public distribution 

. system or to Vanaspati industry. These were available for ole in 
the free market where substantial yrofit margin was available. In 
the earlier case of STC, the oils supplied to PDS and to the Vanas .. 
pati factories were at fixed prices, with a view to serving the socio-
economic purpose. Sales were being made, in the case of PDS 
through fair price shops and cooperative stores and to the vanaspati 
industry, with u view to containing the price. The proportion was 
broadly 60-40 in 1981-82. In 1979-80, the quantity for vanaspati 
mdustry was 5.02 Iakh tonncs, and for PDS 1.54 lakh tonnes. In 
1980-81 for vanaspati it was 6.96 lakh tonnes, and for PDS 4.31 

1akh tonnes. In the current year for the first four months it was 
2.12 lakh tonnes for vanaspati and 1.73 lakh tonnes for PDS." 
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2.58 The Committee desired to know the quantity of imported edible 
oils supplied for Public Distribution System and to V"ctnaspati industry every 
year in 1979-80, 1980-81 and 1981-82, the prices at which these were 
supplied and. if any changes were made in these prices as well as the prices 
at which these edible oils were imported in 1979-80, 1980-81 and during 
1981-82. In a note, the Ministry of Civil Supplies have furnished the 
foUowing information : 

"The State Trading Corporation of India imports edible uils on 
Government account as per instructions of the Government for 
supP.lY to the vanaspati industry for the manufacture of vanaspati 
and to the State Governments/Union Territories for supply to 
consumers through fair price shops under the P.ublic Distn,uti.on 
System. For supply to the vanaspati industry, the STC imports 
crude soyabean oil, crude rapeseed oil and crude palm oil/neutra-
lised palm oil. For supply to States/Union Territories for the pur-
pose of Public Distribution System, the STC imports RBD palm oil, 
RBD palm-ofein and also rapeseed oil. Rapeseed oil is i.tnpmed 
in crude form and refined before it is delivered to the State Govern-
ments/Union Territories for issue to the consumers through the fair 
price shops. 

Imports arc made by the STC on the basis of the oil y~:~r which 
is from November to October. During the last three oil years, the 
quantities of edible oils imported by the STC along with their ooets 
are given below : 

Year 

1978-79 
1979-80 
1980-81 

Quantity 
(in lakh tonnes) ---·--------

R·24 
II ·49 
10·74 

Cost (Rs. i:~ crores) 

479·83 
617·18 
:\16·00 

3. The quantt"'ties of imported oi]s supplied to the State Govern-
ments/Union Territories for supply to consumers through the 

Public Distribution SYstem during the last three oil vcar' were as 
follow<.; :- · · -

Year 

1978-79 
1979-80 
1980-81 

.. Quantity distributed through PDS 

--------
9J,OOO tonnes 

3,50,0()0 tonnes 
4,15,000 tonncs {provisi,m.\1) 

Durjng the oil year 1981-82, it is estimated that approximately 4.50 
lath tonnes would be al1ocated to the States/Union Tcrdtori ... '~ for 
Public Djstribution System. 



4. 'fhese quantities were supplied to States/Union Tenitocies. at 
the foUowing prices :-
------··---····--- .... 
Date 

"25-4-79 
to till 
date 

·26-6-79 
to till 
date 

Type of imported edible oils 

Rapeseed oil (crude). 
Rapeseed oil (Rcfincdl 

RBD Palm Oil-(hulk) 

RBD Palm Oil-(in tins) 
RBD Palmolcin (bulk) 

RBD Palmolein (in tins) 

Issue price 

Rs. 6300/- per MT 
Rs. 8000/- per M.T. 

Rs. 6400/- per M.T 

Rs. 7750/- per M.T. 
Rs. 6400/- per M.T. 
Rs. 7750/- per M.T. 

5. There has been no change in these prices so far since they were 
fixed in April and June 1979. · 

6. The quantities of imported edible oils supplied to the va1iaspati in-
dustry during the last three oil years were as follows : -- · 

1978-79 
1979-80 
1980-81 

----------------------------4,45,000 tonnes 
6,04,000 tonnes 
6,00,000 tonnes 

During the oil year 1981-82, it is proposed to maintain supply to the 
vanaspati industry during more or less at the same level as that during the 
]ast oil year i.e. 6 lakh tonncs. 

7. The~c supplies to vanaspati industry were made at the following 
prices : 

-~--- ----~ --· --

Date Type of imported edible oils Issue price 

13-3-79 Soyabean Oil (crudel Rs. 7585/- per MT 
Rapeseed Oil (CrudeJ Rs. 7585/- per MT 

l4-3-79 Soyabcan Oil (~.:rudel Rs. 7250/- per MT 
Rapeseed Oil (crude) Rs. 7250/- per MT 

26-4-79 Soyabean oil (crude) Rs. 7110/- perMT 
Rapeseed Oil (crude) Rs. 7110/- per MT 

2-5-79 Crude P.tlm Oil Rs. 6960/- per MT 
Neutralised Palm Oil Rs. 7110/- per MT 

4-7-79 RBD Palm Oil Rs. 7110/- per MT 
15-9-79 Soyabcan Oil (crude) Rs. 7210/- per MT 
10 till Rape~ced oil (crlll!e) Rs. 7210/- per MT 
date Cruce Palm Oil Rs. 7060/- per MT 

Neutn<liscd J>aJm Oil Rs. 7210/- per MT --·-------· 
2.59 The Committee wa'nted to know what were the socio-economic 

objectives behind the import of edible oils and grant of customs duty ex-
emptions and how far were these have been achieved. In a note the Minis-
try of Civil Supplies have furnished the following information 

"Apart from meeting the demand and supply gap of edible oils in 
the country. the socio-economic objectives to be achieved 
may be stated as follows : 
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(i) Improving availability of edible oils to consumers at 
reasonable prices. 

(ii) Stability in the prices of edible oils in the country. 

(iii) Ensure steady production of vanaspati and stabilise 
prices of vanaspati. 

{vi) Encourag.:; public distribution of edible oils· by the State 
Governments. 

It was in January 1977 that the Government decided to im-
port through the STC large quantities of edible oils to bridge 
the gap between the total demand for editble oils in the country 
and the availability for indigenous sources. This would be 
clear from the following statement : 

_, _______ _ 
Year 

1978-79 
1979-80 
1980-RI 

Indigenous 
production of 
edible oils 

(in lakh tonncs) 

27·37 
24·40 
25 ·03 

Quantities of 
edible oils im-
ported through 
the STC 
(in lakh tonnes) 

8·24 
11 ·49 
10·74 

2. The imports were canaliscd through STC hom 2-12-1978. The im-
ported edible oils have been utilised for two purposcs-(a) for supply to 
th~ vanaspati industry for manufacture of vanaspati and (b) for supply to 
States/Union Territories for public distributio·n system. Allocations both 
for the manufacture of vanaspati and for pub:ic di~lrihutiO"n system are 
made hy th;: Ministry of Civil Supplies every rnnnlll. 

3. Apart from allocations to the vanaspati industr)-, distribution of im-
ported edible oils to States/Union Tcn·itorie~ for Public Distribution System 
has also h~cn incrcasine, from war to yea~: a:- would be seen from the 
foHowi·n? · 

Yair 

1978-79 
I'J7-.I-:-i(l 
1980-H I 

Quullfily 

98,001) 1<11111(.', 

3.50,000 
~.15,000 ll>nnc-. (:!ppro\.imatcl) 1 

During llJX I-X2 approximately 4.50.000 tonn~s of impporti.:J ~..·diblc oils 
Hre o:pcctcd It) be distributed through th~.· Public Distributi,,n System. 

4. 'I ltL' import of edible oils through the ~ lC is int~nlkd ll..> lllL)dcrate 
the prices of indigenous oils. ll has also been possible to maintain the 
prices of vanaspati at rcasonahle levels. With these import-; through the 
STC it has h:comc possibk· to operate a Public Distribution System for 
edible oils and thereby to make available to th~ common man a c<XJking 
medium at reasonable prices through the puhltL' n:tail outlets. A pragmatic 
oil usa_!!c policy was adopted which helped in rcachng higher production of 
vanaspati and its uv<lilability throughout the y_9ar in various pnrts or the 
country. It has a::sn been pos~;ihlc for the vanaspati industry to announce 
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a voluntary .price restraint because of the supply of edible oils by the Gov-
ernment. Thus the imports and supplies of edible oils have helped' in mak-
ing available an essential cooking medium at a low price to a large number 
of low-income consut:ners all over the country. 

5. In this connection, it may be pointed out that the prices at which im-
ported edible oils are available to the final consumer through the Public 
Distribution System have been ranging between Rs. 8.50 to Rs. 9.50 per 
kg. as against the market price of approximately Rs. 15 to Rs~ 16 per 
kg, and above for indigenous oils. The quantity of edible oils made avail-
able through the Public Distribution System accounts for nearly 20 per 
cent of the total household consumption of edible oils. It will, therefore, 
be observed that the policy of import of edible oils has improved the 
availability of edible otis to the common consumer. The per capital avail-
"hility of edible oils in lndia is less than 5 kgs. per annum. This is much 
l'elow the world average. 

6. As regards exemptions from payment of higher customs duty on 
edible oils imported by the STC, it may be pointed out that STC is the 
largest single huyer of edible oils and its purchase ~nd landed cost of edible 
oils greatly influence the international prices of these edible oils. Exemption 
.from payment l)f higher customs duty has enabled Government to supply 
imported edible oils for public distribution system and for supply to vuna.,ati 
industry at reasonably low prices. Considering the sensitive nature nf the 
commodity which is liabk to fluctuations in prices in the int\!rnational 
market it was considered p(udent to see higher duty exemption. The sur-
plusos generated have helped to maintain issue prices unchanged und pro-
vided an insurance against possib!c sharp i'ncreasc in edible oil price in the 
international market. Even though the prices of indigenous edible oils 
have incr~scd during the last two years, the issue prices of imported edible 
oils both for 'anaspati industry and for the Public Distribution System have 
remained uJwhaJlgiXI. The Customs duty cxempti~s have thus helped tbe 
STC to manage the edible oil operations on behalf of the Central Govern-
ment and also contributed to the gcneratiun of surplus in its imported edible 
oil operations These surpluses are credited to the Central Government and 
are therefore. :tvailabk to th.~ Government as n·sources for development 
activities.·· 

2.60 The C(1mmittee wanted to know the price charged hy the \"<.HJas-
pati industry in the year. 1979 and thereafter. The Secretary. Ministry of 
Civil supplies stated in evidence : 

"About the vanaspati i·ndustry, since we decided to supply imported 
oil to them, we had prolonged discussions with the manufac-
t urcrs, and thereafter it was decided that the industry would 
agree to observe a voluntary price control. The voluntary 
control was introduced in May 1977. The ex-factory price or 
vanaspati at that time was fixed at a rate not exceeding Rs. 
158/fot: a 16.5 k~. tin. Thereafter following the reduction 
in tb.e issue price of oil, the vanaspati industry brought the 
voluntary price still at a lower le_vel; it was Rs. 140 per 16.5 
kg. tin ex-factory with effect from 1st November, 1977. This 

. arrangement co'ntinued, and despite some increase in the price 
of imported oil by suitable adjustment of the oil policy, we 
w..:rc successful in making the industry to observe voluntary 
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price discipline. Currently again under the same arrangement, 
the van.aspati price ex-factory is fixed at Rs. 192 per 16.5 kg. 
tin." 

2.61 Asked in reg11.rd to the position from April 1979 onwards, the 
witne~s deposed : 

"At that time, the volw1tary price agrct!ment was at the level 
of Rs. 168, and this continued despite several diftlculties and 
opposition from the manufacturers and two associations. Then 
to get a proper appreciation of the correct cost of production 
of vanaspati, the Bureau of Industrial Costs and Prices was re-
quested to submit a cost structure for the industry .. From 
September 1980 onwards. there has been a com.tant d1alogue 
between the Industry a'nd the Ministry to ensure that the prices 
are maintained at a reasonable level. Then linally in April 
1981 the final figure of Rs. 192 was agreed upon and this 
would remain in operation till the end of October. After the 
l'nd of October, we will again be di,cussing with the Industry 
hl c·nsure that the prices are maintained within reasonable 
limits ... 

~: i .: Sub"cquentl) in u note the Ministry of Civil Supplie~ have funush-
cd the foliowing information in regard to prnducticm and prier of vanaspati 
durin!· the last :i years : 

"Th.: production of vana<;pati during the Ja~t thrc..- oil year, (Novcml_,er to 
Octof·.L·r) was as folh1w~ :. 

1971-'-79 
1l)79-HU 
19fW-1'! 

Vw ... poti Price• 

<1.46,H09 tonne-: 
• 79.~3!! tonnes 

1".2(,.Q03 tonne" 

During the p<lst thrc< .Yt:ar~ in respon~c to ;~ppc:•:s n·.:·\·c b) !l1•s ~-!ill;, 1' fH n-: 
tim-' li' time the vanaspati industry oh~crnd hy and large. ,c~untnry i"' ·,\. r, .,ll;•int u~ 
Per c'··wil..; gi\,n bdow :-

Perind 

April !·m·: w l\1ard1 Jt)i9 
1979-1-i··· 
16th ;-}.:ptcmhcr I<J7<J to_:; ht Octoher 1979 
1980-l': 
21st j,(;.dar: 1'/Sl to ~Xth February l9iil 
1981-R~ 

t2th Ar1il i9RI Ill datl' 

\' oluntary pricl' Ct)nt rol 
hv the industn 
(,_factory pri(e o!' 
vanaspati pet 1 in llf 
J(,-5 kg. 

Rs. 140. 

Rs. J6)l '-

R..;. l1J2.'-
--------~---·------------------ ----------

To this voluntary price of Rs. 192/- (inclusive of excise duty) for 
a tin of 16.5 kg, the industry is permitted to add the incidence 
of transport and distribution charges and wholesalers • and 
retailers' commission.'' 



2.63 The Committ~e wanted to know whether there were manUfacturers 
of vanaspati who imported edible oil for their use after payment· of duty 
@ t2t%. The CCI&E replied in evidence : 

''Licence's were issued to a ·nwnber of parties. Some of them might 
be vanaspati dealers; some of them might be traders also. We 
go by the name of the party. It looked that some of them were: 
vanaspati manufucturers." 

2.64 Enquired as to why it was essential to supply oil to vanaspati. 
manufacturers imported by STC @ 5% of duty, the Secretary, Ministry of 
Civ:N Supplies stated during evidence : 

"Under the law. the vanaspati industry can use only imported oiJ 
supplied by STC and no other imported oil. That was one of the 
restrictions imposed to cover this type of contingency. Roughly 
50 per cent was meant for supply to them and 50 per cent was for 
public distribution syst~m, which means issue of oi1 to the State 
Governments for sulc tluough tair price shops. iWhat the FA 
mentioned wa~ that in one or two years. it was 60 and 40 per 
cent. In fact. when the scheme started it was mainly for vauas-
pati. The issue of oil to public distribution system at that time 
was insignificant. Subsequently, as the public distribution system 
picked up. our emphasis has been on giving more to public distri-
bution system and see that the entire demand of the State Govern-
ment as assessed was fulJy met.'' 

2.65 The Committee w·..mtcd to know the uvcragc import or purchase 
prices of STC during 1979-80. The Secretary. Ministry of Civil Supplies 
stated in evidence : 

"For the relevant year viz. 1979-80. the range of STCSs purchase 
prices has been oil-wise for RBD palm oil for the period April to 
June J 979-Rs. 5559 to Rs. 5950 per metric tonne and for pahn.o-
lenc Rs. 5644 to Rs. 6035. July to September 1978 for soyabecn 
oil price was Rs. 6188 to· Rs. 6358, and for rapeseed oil Rs. 5993 
to Rs. 6058. For palmolene it was Rs. 6018 to Rs. (>133. For 
October to December 1979; soyabccn oil Rs. 5661 to Rs. 6035, for· 
rapeseed oil Rs. 5823 to Rs. 5865, and for RBD palmolcnc Rs. 
5738 to Rs. 5780. For Jnnuary to March J 980 Rs. 5117 to "'·· 
Rs. 5559 for soyabccn oil, and for palmolcnc Rs. 5823 to Rs. 5993. 

During this year, the rupee equivalent of the US doUar was 
about Rs. 8.50." 

2.66 Asked about the comparative prices in the international market 
during varying periods, the witness deposed : 

''Take, for instance, July to September 1979. Soyabcen oil was 
ranging between Rs. 6188 and Rs. 6358. During July-September 
1980, the price was between Rs. 5206 and Rs. 5396. Similarly, 
during October-December 1979 soyabeen oil price ranged from 
Rs. 5661 to Rs.· 6035. During October-December 1980, the price 
was between Rs. 4544 and Rs. 5488. During January-March 
1980, the price was between Rs .. 5117 and Rs. 5559. Dw:ibg 
January-March 1981, it was between Rs. 4230 and Rs. 4760." 



2.67 The Ccmunitt.ee wanted to know the profits made by S.T.C. on 
import of oil. The wttness deposed in evidence : . 

"On this may I clarify one thing? This STCs profit as a cor-
porate entity would be different from the profit i.e. the surplus 
acquired under this specific transaction taken by STC on an agency 
basis from the Government of India, because STC has been ope-
rating as an agent of the Government of India. Surplus or deficit 
would be either appropriated by Government or reimbursed to STC 
Jepcnding on the circwnstances on oil account. The surplus in 
J 979-80 was Rs. 70 crorcs." 

2.68 Asked about the position in regard to surplus available with 
S.T.C. in 1980-81 on oil import account the witness informed during 
evidence: 

"The operating account sub~t to further confirmation by Audit, 
would he around Rs. 80 crorcs." 

2.69 The Committee asked as to why the S.T.C. was granted exemp-
tion from duty in 1980-81 when they had surplus in their account, the 
witness explained : 

''In the context of edible oil ~licy formulated by Government 
and after we obtained exemptiOn. the Government decided that 
STC should pay only 5 per cent customs duty on imported oiL 
This policy is being continued as a part of the overalJ edible oil 
policy, because we are not very sure at what point of time due 
to fluctuations in the international edible oil situation. STC would 
be required to be reimbursed a substantial amount. So, the 
present policy according to the best information, is being conti · 
nued till today as a part of the overall policy of management of 
edible oil economy in the country." 

2. 70 The Committee wanted to know the precautions exercised on 
the price charged by S.T.C. The Secretary. Ministry of Civil Supplies, 
stated in evidence : 

··src was conducting the e·ntire operation t~n behalf of the Govt. 
of India. There has been an established system of Government 
of India sanctioning the price at which STC should sell oil to 
Vanaspati industry and State Governments for their public distri-
bution system. This decision was taken by Government and ;~ 
was communicated to the STC. STC has been operating on the 
basis of those decisions communicated from time to time." 

2. 71 Asked how the Government continued to approve of the highcc 
prices when STC was making profits, the witness deposed : 

'No. I will put .in it a different way. STC was conducting th~ 
operation on behalf of the Government of India. The understand-
ing as, that, they will get their agency commission; for doing vari · 
CilUS work, i.e., physical work of import, financing, so on and so 
forth. They will have the commission and profit or loss is to be 
on Government account. If there bad been loss, STC would be 
entitled to reimbursement by the Government If 
STC by adopting a particular price which had generated some 
surplus, at that price, after deduction of agency commission, the 



amount would be transferred to the Government. The normal. con-
<:ept of profit as we understand it in the business sense, wM not 
&tvailable here. This account was kept separately by the STC. 
This was kept separately in the STC's books, regardless of surplus or 
deficit emerging from time to time. This was communicated to Oovt." 

2.7'2 Since the !_ntcmational prices of oils had shown a downward 
trend during 1980-81, the Committee desired to know why the issue price 
for the local consumers was not reduced. The witness stated in evid-
ence: 

·"The nmsumers all owr India since the inccr.>tion of public distri-
bution system in edible oil have been getting oil . at a steady price 
ranging between Rs. 8 and Rs. 9 per kg. at the consumer level. 
About this price. according to the discussion we had with the 
State Governments. we were told and this position wns confirmed 
that it is a reasonable level compared to the prices prevailing in 
1 he domestic market Although we may not strictly compare the 
prices of imported edible oils with that of our indigenous oils, 
like groundnut and mustard. but we may mention here that when 
the groundnut oil price was around Rs. 1 4 per kg. to the consu-
mers. Palm oil which is a ncar c<.tuivalcnt to groundnut oil was 
~tvailablc for Rs. R.50 to Rs. () per kg. We think the consumer 
had derived a substantial benefit from the edible oil operation 
Secondly, for the country as a whole when 4,00,000 tonncs of oil is 
availab!t, on average price to the consumer ranging between Rs. 
8.50 to Rs. 9 per kg. and in the free market edible oils like groundnut. 
mustard gingery and coconut are available at pril:cs ranging bet-
ween R!>. 14 to I (l per kg. I think taking into account that these 
4.00,000 tonne~ constitute about 20 per cent of the oil consumed 
in the country a substantial benefit has gone to the consumer. My 
\Uhntission is that even without reducing the prices Government 
was successful in providing the necessary relid to the consu 
:ncr.'' 

2.7.'· Enquired in whut way the fall in the international prices of edi-
ble oi1s benefited the consumer since there was no reduct ion in 1 he issue 
price of imported edible oils. the witness deposed : 

"Bcm:fit of the cheap imports. anJ wh~11 proportion nf the surplus 
~hould he passed on to the consumer. the indicators in this case, 
~f T may submit are two. The first one is whether the price at 
which the Govcrnmc:nt was selling oil was lower and secondly 
•.\'hat was the difference between the open market price and the 
consumer price under the public distribution system. Here, the 
gap being anything ranging between Rs. 3 to 5 per kg.. we thought 
that this benefit itself was substantial. The second indicator···-· 
which I may submh for your information--was the ~.:overage of quan-
tjtative distribution of these imported oils. Previously it was about 
1,52,000 tonnes and the distribution was stepped up to 4,00,000 
tonnes roughly-over the time a much/ larger number of people 
came within the network of the distribution system. that means, 
the benefit was given to a much larger population. So, I think 
that though lowering the price in a given ·situation perhaps· may 
give some bel;)efit hut in this particular situation considering the 

• 



- wide gap already existing, the policy that was adopted ha4 lel'Ved 
the purpose. of giving the benefit. But I agree that if it waa fur-
ther reduced perhaps some more people would have beeR able to 

. buy oil at lower price." 

2.74 The Commiteo desired to know whether it was not incumbent on 
the part of Government to reduce the price of oil in the public distribu-
tion system after evaluating the market trends in regard to the prevailing 
market price, black-market price and the international price whtch could 
act ~s a lever against exploitation by private traders. The witness depos-
ed: 

"This is a·n area on which there can be different views and opi-
nions. It is a fact that we maintained in tlic public distribution the 
same level of prices in order to maintain reasonable stability in con-
sumption. Secondly, we wanted the consumption of oil in the 
country to be developed through the public distribution system 
gradually to operate within the total quantity of oil which we had 
been authorised to import. Supposing in a given situation we had 
reduced the price to a low level of Rs. 5 or Rs. 6 or Rs. 7 per 
kg. the demand of oil at that price would have been so great 
perhaps there would have been a total shift in demand for this 
il " o. 

2.75 The Committee desired to know if the management of the edible 
oil distribution resulted in exploitation of the consumer. The witneas stat-
ed in evidence : 

.. , do agree that in the management of not only edible oil put in 
regard to many other essential commodities ·the consumers do suf-
fer due to various malpractices indulged in by the trade." 

2.76 The Committee wanted to know whether the private importers 
made huge profits by exploiting the market since the Government did 
not reduce the selling price of their imported oil despite purchases at 
lower prices from the international market. The Secretary, Ministry of 
Civil Supplies, stated in evidence : · 

"As to how private trader! operate and how their profit margin is 
built up is something on which I cannot express any firm 
opinion because their methods of operation, their levels and 
systems are altogether different, because they sell imported oil 
in the open market. I agree to the extent of the import of 
the oil by the private trade which they obtained from the 
appropriate authorities, they marketed it taking advantage of 
the prevailing domestic "prices and they have wid it at a price-
y do not know it exactly-but they have certainlv made a profit 
on it-a sizeable amount of profit." · 

2. 77 The Committee wanted to know the checks exercised on the 
vanaspati units to ensure that the products of these units were not being 
diverted for sale in the black market. The Sccn:·fary. Civil Supplies stated 
in evidence : 

"U~der the Jaw, the vanaspati units are required to submit returns 
. · of total production. Under the amended order we have made 
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" ~t, obltgatory for them to report to ws.·to. whOm they ate telling. 
l hese two checks have been intt<XIuce!d to easwre· that these 
malpra~ces are c~ked.. I do R9t tu1e ogt 'SOJDe maJpactices 
but we have admimstrattvely taken $1e.J" to prevent thia type 
of malpractices. 'There are 90 vanaspati units spread an 
over the country. From my end, I have written to the (]Uef 
Secretaries and our Minister has written to the Minis-. of ' 
Civil Supplies in the States and the Chief Ministers to eDIUI'e 
that the \'anaspati units, who have agreed to supply vtanaetp~ati 
under the voluntary price discipline arrangement, to aell 
vanaspati within the State at the stipulated prices and within· 
the ranges contemplated." 

2.78 Enquired in regard to the control exercised over the selling price 
by the wholesal«s, the witneas stated : 

"Today there is no statutory price control of vanaspati. In the 
absence of that, we have to ensure that the manufactuttrs are 

. sening tbeir product at a price agreed upon. This 'COWJ.ld be 
effeetively implemented by the industry itself. We had 
emphasiZed to the industry that they shookl· try to discipline 
their wholesalers and retailers and review the positi~n periodi-
cally. T}le voluntary price arrangement im.plies a certain 
self-imposed discipline on the part of manufacturers and also 
wholesalers and retailers. Since there is a l~nkage between 
them, the responsibility for this has been ltested on the m'8JJ.u-· · 
facturers. On top of that, periodically inspectors of the SUtte · · 
G~vernm~nt and Central Civil Supplies _ MinJstry undertake 

.surprise ins~tion. 'So, such checks are available. If there 
are certain malpractices indulged in by them, we have requested 
the association to bring such cases to our notice when we· can 
take some decision which we are competant to take such as 
not to supply oil to such parties. 'Ibis is the only way control 
could be exercised under the . Voluntary price arrangement." 

2.79 To a query whether the retailers are required .to exhibit the prices 
under the Display of Price Order_, the witness replied in the negative and 
informed the Committee that according to the reports received from time 
to time the Price Display Order was being implemented in regard to selected 
cGlllmodities in many States. 

2.80 Asked if it will be an offence if a retailer sells vanaspati oil at 
inftated rate, the witness replied : 

"It will not be offence. But .it will be violation of the voluntary 
price practice with the manufacturers and if it is brought to our 
notice we can compel the manufacturers to take that particular 
offending wholesaler to task." 

2.81 rfl1e Committee wanted to know the position wbich would obtain 
in case statutory price control was imposed on vanaspatr.' The Ministry 
of Civil Supnlies s~ated in evidence : . 

'"It would be merely an expression of my person'al opinion. If we 
bave statutory price contr.ol, the mark~g ~ the procluct and 
its distribution would create a number ol problems. ~. is. 



, ·fatk · of m8DUfacturing vuaspati units in s.ome Statel, while 
tbere· is surplus production' in others and there is ~cit in 
still 80IM otller States. . Therof~, a series of wholesale prices 
taking into account various th9 wiD have to be wortoo: out 
for dHfereJU areas. Administratively, it would be PtconveDient. 
lu the past, the statutory coritrol ·of vanaspati had been· tri~ 
for se:veral years prior to.l975 and it was found to be extremely 
iuconvenient administratively; it was not very successful." 

. -
:2.82 Enquired if the pto.fiteers could be booked the witness stated : 

"For· that there is no problem. Individual cases that come to notice 
can be prosecuted, but statutory control will have many limita-
tio~s. The Essential Commodities Act, recently amel:14«l by 
Parliament, providea for punishment, summary trial of o~­
ders etc. Then, there is the Prevention 'of :Q~Icmarketin,g and 
&s~nti•l .Supplies A,ct. Statutorily, the State Qov~niments ar~ 
fully ewpowered to <leal with all persons inclu,~mg vanasp~ti 
lll8iiUfaCi\lfetS, dealets and traders under law. The Stat. 
Governments have activated their machinery, but still it needs 
tc:> be geared up and we have taken up this matter with the~." 

2·83 Asked if arrests had been made for violation of Essential Corruno-
dities Act, the witness stated : 

. ''As a Central Ministry, we have not arrested anyone because we 
are not empowered but the State Governments have reported 
a .large -nwnber of cases where because of the .violation of the 
orders under Essential Commodities Act, they have taken 
action." 

. 2.84 Subsequentlf the Ivlinistry of Civil Supplies haW! furnished the 
following information in respect of arrests made for violation of the Essen-
tial Commodities Act :-

Sl, States/U.Ts. 
No. 

J. Andhra Pradesh 
2. Gujarat 
3. Himdlal Pradesh 
4. Madhya Pradesh 
s. Maharasbtra • 
·6. Pul\1ab 
1. Tripura 
8. A & N Islands 
9. Goa. Daman ct Diu 
10. Pondicherry 

No. of persons 
arrested during 

,- A. 

1979 1980 1981 

7 36 69 
5 
5 5 5 
9 12 118 

12 118 
20 36 3 

3 
5 1 

58 212 199 

No. of prosecu- No. of cases in 
tion launched dur- which conviction 

ing secured during 
,--"--~· .\., 

1979 1980 1981 1979 1980 1981 

10 2 1 ... 
7 7 55 3 14 6 
1 s 6 1 1 
9 12 3 5 

12 107 5 3 
10 48 6 1 

3 
3 1 1 

2 

- ... 3 
49 225 78 18 24 10 
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2 ·85 The Committee ftad that due to actoe sbortaae of edible ·oHs bt 
the country In the year 1976-77, the imports of edible oUs . were allowed UDder 
Open General Licence. Due to continued shortaaes of edible oils resultiq 
from stagnation in the· production of groDDdant and mustard seed ID the 
country, it was decided to canalise the imports of such oils tbrongh State 
Trading Corporation with effect from 2-12-1978. The S.T.C. imports edl· 
ble oil on Government account for supply to vanaspati industry for the manu-
facture of vanaspati and to the State Governments/Union Territories for sop. 
ply to consumers under public distribution system. For supply to the vanas-
pati industry, the STC imports crude soyabean oil, crude rapeseed oil and crnde 
palm oUfneutralised palm oil. For supply to State/Union Territories for the 
purpose of public distribution system, the STC imports RBD palm oil, RBD 
pe)molein and also rapeseed oil. 

2 ·86 Customs Tariff Act, 1975, vide entry 15 ·07 imposed a duty of 60 
per cent on imports of vegetable oils. However, prior to 1st March, 1979 
total exemption from payment of duty on imports of vegetables oils was 
aDowed in p1D'SDance of notification issued under section 25(1) of The Customs 
Aet, 1962. This policy of exemption was modifted with effect from 1 March, 
1979 and a duty of' 12! per cent was levied on all imports of such oUs. 
Soon thereafter, the Ministry of Civil Supplies sent a proposal to the Ministry 
of Fiaance for total exemJition from customs duty on imports of edihle oils 
tlarongh STC on the gro11Dds that--

(i) the imports were meant for exercising moderating inftuence on the· 
prices of indigenous oUs because of which the landed cost should 
not be increased ; 

(ii) it was not in the public interest to raise the cost of vanaspati ; and 

(iii) the prices fixed for public distribution of edible oils were be retained 
at the same levels. 

2 ·87 The Ministry of Finance did not agree to total exemption of duty. 
They, however, agreed to reduction of duty from 12! per cent to 5 per· 
cent in the case of oils imported by STC consequently an exemption notifica-
tion allowing STC to import three lakh tonnes of edible oils on payment of 
concessional rate of duty of~ per cent was issued on 17-3-1979 under section 
25 (2) of the Customs Act, 1962. Since then, notification allowing imports of 
specified quantities of these oils at the aforesaid concessional rate of duty have 
been issued from time to time. The latest exemption order No. 28 dated 
28-2-1982 is for import of 2 lakb tonncs of edible oils at the concessional rate 
of duty and is in force upto 31-7-1980. 

2 ·88 During the oil year 1979-80, STC imported 1 ·49 lakb tonnes of 
edible oils at a cost of Rs. 617 ·18 crores. During 1980-81 the quantity im· 
ported was .0 ·741akh tonnes at a cost of Rs. 516 ·00 crores. The indigenous 
production of edible oUs in the country was 24 ·40 Jakh tonnes and 25 ·03 lakh 
tonnes during the years 1979-80 and 1980-Rt. 

2 ·89 The Committee have been informed that there was a perceptible. 
fall in the prices of edible oils in the intemational market after September, 
1979. For example, the prices of soyabean oil in the international market 
ranged betweea Rs. 6188 and .Rs. 6358 per metric tonne in July-september, 
J!T19. In October-December 19'79 the price of this oU ranged between 
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Rs.. 5661 and Rs. 6085 and between January .. March, 1980, it ranged betwee• 
Rs. 5117 aDd 5559. The prices fell to between Rs. 4544 and 5488 Ia October· 
Deeember, 1980 and further fell in the range of Rs. 4230-4760 between Jan-
uary-March, 1981. Similar downward trend occurred in the prices of other 
edible oils. lnspite of this downward trend in the international prices of edible 
·oUs, and the continuing concessional rate of duty, the consumers were charged 
the same rate for these oils. . 

2 ·90 The issue price of edible oils per tonne supplied to the States/ 
Union Territories for distribution through public distribution system since 
April-June, 1979 bas been : 

Rs. 6300/-
Rs. 8000/-
Rs. 6400-
Rs. 7750/-
Rs. 6400/-
Rs. 7750/-

rapeseed oil (crude) 
rapeseed oi] (refined) 
RBD palm oil (hu1k) 
RBD palm oil (in tins) 
RBD ralmolein (bulk) 
RBD palmolein (in tin~) 

It will be seen that although STC was purchasing oils at moeh cheaper 
rates in the international market and was also availing of duty Concessioa, ao 
retluction in the aforesaid issue prices was effected by the Government. There 
was also no change since September, 1979 in the prices of soyahean oil (cnrde), 
rapeseed oil (erode), crude palm oil and neutralised palm oil supplied .to 
vanaspati industry. These prices ranged between Rs. 7060 and Rs. 7210 per 
tonne. The result was that while the Ministry of Finance bad foregone customs 
duty to the extent of Rs. 40 crores during 1980-81 the surplus uailable with 
the STC on account of edible oil imports was to the tune of Rs. 80 crores in 
that year. 

2 ·91 The Committee were informed during evidence that STC was opera· 
ting as an agent of the Government and the surplus generated on this account 
would be appropriated by Government and deficit, if any, was to be reimbursed 
to STC. The Committee are of the view that this makes the position still 
worse as it indicated that Government resorted to profiteering at the cost of 
the consumers. The Committee were further informed that imports at 
concessional rate were being allowed as a part of overall edible oil policy and 
with the objective of maintaining stability in. the prices of edible oils in yie"· of 
the fluctuations in the international edible oil situation. It was further 
stated that as there was a wide gap in the prices of imported oils supplied 
through public distribution system and the open market prices of edible oils, 
it was felt that any reduction in the price of imported oils would further "'ideo 
the gap. 

2 ·92 The Committee feel that the plea of the Ministry of Ch"il Supplies 
that these prices were not reduced in order to maintain stability in the prices 
of edible oUs and as a part of overall oil policy is totally unconvincing. They 
would like to point out that the basic objective of granting exemption duty 
on the imported edible oils was to ensure the supply of these oils to the consa· 
mers at reasonable prices. With the fan in the STC's purchase price$ of 
imported oils, the benefit should have been passed on to the consumer so that 
the consumer could have got some relief at least on one eonnt in this era 
of spiralling price rise. Since imported oils made available through the public 
distribution system constituted about 20 per cent of the total household con--
sumption of edible oils in the country, any reduction in tbe prices of imported 
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oill woald Jaave JBade IQI ioapact oa the prices of iadileiiOUS edible oils lead-
faa to a flUID Its priees. Farther, as about 50 to 60 per celt of the lmpodetl' 
...-... oils Wll beial supplied to vanaspati IDdustry, Government by sopplylag 
these oill to dae industry at reduced price could hue preYaHed upon the mua-
faeturers to reduce the price of vanaspati thus resulting In some relief to the 
COJISIDDers In the avaUabUity of vanaspati. What is still more shocking ·is 
tW.t the Government's continuance to charge the same prices for imported 
oils even alter the fall in the State trading Corporation's purchase prices 
enabled private parties to exploit the situation and make exorbitant profits 
by selling oU, impoted at cheaper prices on the basic of contracts entered Into 
before canallsation at the high prices prevailing in the opeD market. All 
these facts clearly demonstrate the scant regard Government displayed to-
wards the interest of Yast multitudes of helpless consumers in·the country. The 
Committee c&DDot but express their deep anguish at this lapse on the part of 
the Governme11t. 

2 ·93 The Committee are of the view that the Ministry of Finance 
(Department of Rennue) han also failed in their duty to ensure that the 
objectives behind the grant of exemption were actually being fulfilled. It was 
the Ministry of Finance which by granting exemption from customs duty ·was 
losing revenue and it was the duty of that Ministry, when requests for continu-
ing the exemption were received from the administrative Ministry from time 
to time to hue ensured that the purposes for which the exemption was giYen 
were actually being achieYed. The very fact that while the Ministry of Finance 
lost revenue amounting toRs. 40 crores in 1980-81 as a result of exemption 
from duty on imported edible oils, the State Trading Corporation earned a 
surplus of Rs. 80 crores and still the exemption continued to be granted as 
and when request was received, clearly shows that the Ministry of Finance 
continued to issue exemption orders as a matter of routine without examin-
ing afresh the propriety of continuing this exemption on the touchstone of 
conditions as laid down in section 25(2) of the Customs Act, 1962. 'This 
further fortifies the obsel'l'ation of the Committee expressed earlier that 
there was no monitoring or feedback s~'stem in thl· Ministry of Finance to en-
sure the desirability or otherwise of continuing grant of exemptions. The 
Committee arc firmly of the l'iew that whenever any exemption is granttd or a 
decision js taken to extend it for a further period, the two conditions as· laid 
down in Section 25(2) of the Customs Act, 1962 are fulfilled. The Ministry 
of Finance must ensure that the extraordinary po·wcr delegated b:y Parliament 
to the ExecutiTc is not exercised in a routine manner but is exercised with due 
care and caution. 

2 ·94 The Committee find that the import of edibre oils under OG.I. 
{open General licence) was terminated with effect from 2-12-1978 and from 
that date all such imports have been canaJised through STC. According to 
the prescribed procedure as and when a ban or canalisation order is issued in 
the middle of a licensing period, which is from 1st of April to 31st March 
every year, it is not incumbent upon the Government to honour the pre-ban 
or pre-canalisation commitments. In the instant ease, however, the caaali-
sation order issued on 2-12-1978 in the middle of the licensing period, clearly 
pro"ided that all firm commitments made prior to that date would be hono-
ured by grant of import licences of receipt of applications within fifteen days. 
This resulted in receipt of 636 applications by the Chief Controller of Imports 
and Exports and grant of 476 licences to private parties who imported a total 
quatity of 3 ·57 lakh toDDeS of edible oils during the year from 1978-79 to 
1981-82. A nDJRber of appliCilllts whose claims bad been rejected have lle4 
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wrJt petitioDS in the High Ceurt and tlae final outcC!me of these cases would 
,.,, .. en the decisions that may be taken by the Court. The Ccllnmlttee 
woald like to point out that Gonrnmeat were w·ell aware of the high margin 
pretVailing in the market on the imported oils and of the fact that the priYate 
impor~rs were under no obligation to make the oil available to the public at 
r.,.ouhle prices. During evidence, the Secretary, Ministry of Civil Sap-
plies, conceded that the private traders took advantage of the then prevailfag 
domestic prices and made a sizeable amount of profit. The Committee would 
therefore like to be apprised of the precise reasons which promoted the Govern· 
meat to undertake to honour the commitments made by private parties prior 
to 2-2-1978 for import of edible oils in the country. 

2.95 The Committee llod that there is at present no statutory price con· 
trol over vanaspati. The vanaspati units about 90 in number and spread all 
over the country supply vanaspati under the voluntary price discipline arrange-
ment at the stipulated prices and within the ranges agreed to on mutual con-
saltation between the industry and the Government. Under the existing sys-
tem a bout 50 to 60 percent of the edible oils imported by the STC is made 
available to the vanaspati industry for manufacture of vanaspati. The vanas-
pati units submit to the Government returns of their total production as 
also the names of parties to whom the supplies are made by them. The 
voluntary price arrangement implies a certain self-imposed discipline on the 
part of the manufacture who are responsible to discipline theii· wholesale and 
retailers. If any wholesaler or retailer sells vanaspati at higher than the sti-
pulated price, it does not constitute an offence but only violation of the volun-
tary price practice and if such an instance is brought to the notice of the 
Government, the latter can only compel the manufacturers to take action 
against the particular offender. 

2 ·96 The ex-factory price of vanaspati under the voluntary price res-
traint by the industry was Rs. 192/- per tin of 16 ·5 kg. since April~ 1981. The 
Committee understand thr.t his price has now been raised to Rs. 217. To 
this price~ the industr)· is permitted to add the incidence uf transport and distri-
bution charges and wholesalers' snd retailers' commission. The Committee 
have been informed that the prices at w·hich imported edible oils arc finally 
availaiJle to the consumers through the public distr,bution s)stem have been 
ranging between Rs. 8 ·50 and Rs. 9 ·50 JU~r kg. as ~gains~ the mar.L..ct price of 
Rs. 15 toRs. 16 per kg. for indigenous oils. f'mm the hu·gc number of com-
plaints being received frflm the public and voiced in the rn~s. it is clear that 
the common man, even in the capital. is not getting vanocspati at the so called 
voluntary price. In fact loose vanaspati is alm(lst nenr available in the open 
.. rket, it is dh·erted to black mnrket and the distribution s,·st(m is beset with 
a Dumber of malpractices. There have also been complaints regarding pro-
fiteering in imported edible oifs by the owners of fair ptice ~hcps. If this is 
tile condition in the capital, the plight of the fOOr CN!n:ntt•rs in far-off and 
remote areas in the country can well he imagined. The Committee "'ere dis-
mayd to hear the representative of the Ministry of Ci\.·il Supplies during evi-
dence who expressed ignorance about any such cr.mpbdnts. Clearly the ad .. 
miaistration bas lost all touch with reality and the Ministr~· Civil Supplies 
has completely failed to monitor the actual distribution of the vanaspati ia 
the country. The Committee would recommend that Government sbouhl take 
eft'e ctive measures under the Essential Commodities Act in cC!-ordinatioa with 
tJae State Govel'llments to plug all lcopholes in the net "ork of actual distri-
llut ion of vanaspati and take stern measures against the CJft'tnders in order to 
euur.e that the va•aspati is adaally available to the CCI!Stmers at tile fixed 
prl ce without any ~licuJty ena ba the nmotnt ctu:u of the C(JUBCry. 
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2 ·97 Tile Co!nnittee note that the produetion of oilseeds in the coantr)' 

bas remained stagnant during the last about 10 years. On the otlter halld, 
deman:l for e:lible oils In~ in~retsed with the result that Government had to 
spend hage amtlult.-, a.:1 Ute im;urt of these oils. 'fite cost of imports of edible 
oils through STC was to the tune of Rs. 479 ·83 crores in 1978-79, Rs. 617 ·18 
crores in 1979~80 and R'i. 516 crores in 1980-81. This is a matter of deep 
concern particularly at a time when the country is facing a large foreign ex-
change deficit and Ius been compelled to go in for large scale foreign borrow-
ings. The Committee are distressed that this vital sector of agricultural 
ecenomy which pro,·ide.; rich protein to the vast segment of our population 
has beeR neglected all these years and has been left untouched by the Green 
Revolution. The Committee are of the firm view that the country cannot 
afford to spend large sums of scarce foreign exchange on the import of edible 
oils when with a little effort indigenous production can be stepped up to meet 
the entire domestic demand. Tbe Committee therefore recommead that 
Gevernment should immediately cbal~ out a detailed strategy and time-
bound programme to increase the production of oilseeds io the country so as to 
attain self-sufficiency in this vital field at the earliest. 

Exemption gramed to SAIL for impOI't of Steel 

2.98 The Committee wanted to know how tla import plan for a parti-
cular year was determined. The Special Secretary, Ministry of Steel stated 
in evidence : 

"The import plan is based on production plan, the actual per-
formance by steel producers, that is, the integrated Steel Plants etc. 
during the year. As the Committee is aware, the Steel Authority 
of India (and before it, its predecessor, Hindustan Steel) had been 
functioning as canalising agents. In respect of impott of steel items; 
this was there from 1970 onwards. Imports were based on specific 
demands registered with SAIL by end-users and consumers. These 
were bulked together and imports made. This is known as back-to-back 
arrangement. In 1978-79 same kind of innovation was made. That 
was in the context of the situation where production was falling 
short of estimated demand. Of course there were certain number 
of reasons which were responsible; and one of the important con-
straints had been the _problem of coal and power. In that context 
it was estimated that there would be substantial shortfall in the avail-
ability of steel items, particularly to the core users and at that stag~ 
there was also the programme of 8% estimated increase in the indus-
trial production and it was felt that unless something was done to 
meet the gap between the estimated demand and the availability from 
'be domestic producers. this could lead to a very difficult situation 
and the industria] production would suffer. In that context it was 
considered that we have got to import substantial quantities of certain 
categories of items which are needed by these consumers." 

2.99 Subsequently in a note the Ministry of Steel have furnished the 
followint! information in regard to the procedure followed in preparing the 
import plan:-

"Import Plan for steel is made annually. Well before the com-
mencement of tbe financial year, JPC collects the demands from 
''arious steel consuming sector. This demand is compiled category-
wise. While compiling such demands JPC takes into account past 
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trend .of consumption, likely growth rate of various consuminJ sec-
tors, general economic conditions mid other available relevant infor-
mation normally used for such short-term forecast. Similarly, main 
steel producers work out categorywise production plan based on the 
commitments of supplies of various inputs like coal, power, raw 
materials etc. Availability from secondary producers such as Mini-
Steel Plants, Pig Iron Manufacturing Units etc. is also work-ed out· 
based on their past performance and the level of productioa likely to 
be achieved by them in the course of the following year. The cate-
gorywise availability thus arrived is then juxtaposeu against the cor-
responding demand figures. Gaps/ surpluses in availability identified 
form the basis of import/export plan for the financial year. 

On the basis of demand and production assessment, a tentative 
import plan is prepared by SAIL and sent to Government for con-
sideration and release of foreign exchange. During the last 4 years, 
Government has been allowing duty exempted buffer imports for 
specified categories and quantities within the overall imports plan. 
For canalised items, projections are only indicative and actual imports 
vary according to the demand 1 cgistered hy tl1c indenting parties." 

2.100 The Committee wanted to know why was it considered necessary 
to seek exemption from duty on import of steel. The Spedal Secretary, 
Ministry of Steel explained during evidence :-

"The prevailing international prier at that time was substantially 
higher than the domestic prices. So it was thought that these imports, 
if they are to be supplied to the producers ~1t the imported price plus 
the duty etc., which was very much higher. it would really lead to 
cost push effect on the entire economy. Therefore, it was felt that 
duty exemption has to be given to enable the Steel Authority to pass 
on this imported steel to the consumer at the price at which th& 
balance quantity was to be made available by the Steel Plants. In 
fact the estimates were that even with duty exemption the Steel 
Authority would have to incur certain extra expenditure to make 
I!Vailable steel at the domestic prices that is the SAIL prices. In that 
context the proposal was really mooted to grant exemption from the 
import duty. 

No-w these proposals were made from time 10 time d\!.pending 
on our asse~sment of what the likely shnrt~ges were and what the 
international prices would be. On that basis thc5c proposals were 
examined in the Minil'try of Finance and cleared.'' 

2.101 The Committee wanted to know the quantities of steel f<.)[" which 
exemptions were granted in the years 1978-79. t 979-"80, 1980-81 · and 
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1981-82, the quantities actually imported and the prices paid therefor. In 
a note, the Ministry of Steel have furnished the following information:-

(A) During the year 1978-79 the following Exemption Orders. 
were issued by the Department of Revenue, Ministry of Finance:-

----·----,·-·-·---····-
(J) No. 194 dt. 29-7-1978 :for import of 2,89,000 MT of steel : 

Plates . 80.000 MT 
Struct•Jrals . 1,30,000 MT 
CR She<!ts/Coils 14,000 MT 
HR Coils 50,000 MT 
GP/GC She•:t.> 15,000 MT 

Total · 2,89,009 MT 

(2) No.l93 dt.19·11·1978: for impoJt of 1,80,000 MT of steel : 
Plates . 60,000 MT 
Structurals . 50,000 MT 
HR Coils/Shceh 40,000 MT 
CR Coils/Sht•cts 30,000 MT 

Total 1,80,000 MT 

(l)"No 308 dt. 23-12-1968 : for import of 75,000 MT of Ingots. (This was not 
operated during 1978-79. The order was converted into one for import 
of slabs and billets on ::!1-4-80)-

The quantities shipped during 1978-79 against these exemption orders 
are indicated below :-

(in '000 tonncs) 
----···--------------------·----·· 
categor~ 

l 

Plates 
Structurctls 

··--~-- ·- -·-··----· 

HR Sheets/Coil> 
CR Sheets/Co: Is 
GP/OC Sheels 

Quantity 
exempted 

Quanti tv 
shipped 

140·0 90·4 
180·0 68·2 
90·0 63·lJ 
44·0 9·3 

415·0 I~ ·4 

469·0 245·2 

Average 
C&F 

prices 
(Rs./MT) 

4 

2,809 
2,882 
2.850 
3,308 
4,088 

(B) During the year 1979-80, the following Exemption Orders w•re 
issued by the Department of Revenue, Ministry of Finance :-

(1) No. 100 dt. 24-4-1979 : ft>r imrn:1 of 7,40,000 MT of steel : 
Plate~ . 
Structural; 
lng01; . 
HR C1ils/Shect; . 
Tin Mill Bla ·k Plate'> 
GP/GC Sheets 
Other~; 

1,80.000 MT 
2,50,000 MT 
50,000 MT 
60,000 MT 
40,000 MT 
-CiO,OOO MT 
1,10,000 MT 

7,40,000 MT 

(2) No.t~l dt. 18-8-1979 :for import of 1.000.000 MT of BilletS. 
0) No. 117 dt. ll-11·1979 :for import of ~0,000 MT of CR OJils . 

. (4) No. t78 dt. 22-ll 1978 :for import of 60,000 MT of HR ·coilo;. 
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The quantities in 1979-80 and those shipped (including spill-overs from 
the previous year) are as follows :- · 
Exemption Order is~;ued : 

• 
---- -· .. ---·---·· 

Category 

(in '000 tonnes) 

Quantity Quantity 
exempted ~hipped 

Average 
C&F 
prices 

(Rs./MT) --- -....-_ ---·-· ~----~------··--------------~----~-·---~------·-·· 
2 3 4 

-.---·--------------·-----·-------··-··-------·-----·-·---
Plates 180 
Structura (o;; 250 
HR Sheets/Coils 120 
Tin Mill Black Plate' 40 
GP/GC' Sheets 50 
Slabs 50 
Billets 100 
CR Coil, 50 
Other;; 110 

950 

284·5 
293 ·0 
106 ·I 
23 ·R 
10 ·: 
83 ·f< 
98·9 

2.831 
3,352 
2,996 
4,591 
4.635 
2,314 
2,627 

1 

(C) During the year 1980-81, an exemption order No. 26 dated 
31-S-80 for 6,92,000 MT of steel was issued by the Depart-
ment of Revenue, Ministry of Finance, Category-wise break-up 
of the quantity as approved by the Ministry of Finance is given 
below: 

Plates . 
Structural.; 
Semis . 
HR 0'iL, 
Additional 

1.00,000 MT 
3)4.000 MT 
1.13,000 MT 
45.000 MT 
I ,<XI .000 Ml 

The quantttJCs exempted and those shipped during 1980-81 ( includiwg 
the spill~vers from the previous years) are as follows : 

Plates 
Structur .:I.; 
HR·Coil, 
CR Coil~·· 

... , . -------·-·-- .... --~--· ·-----

nn Mill BlacJ.. Plat~~ 
Ban & Rods 

(in '000 tonne'>) 

Quantity Quantity A\earllc 
cxt:mptcd .;hipp~d C&F • 

PriC'C 
(Rs./MT) 

' .. ··-------· --------.. ----
138·0 415·9 2,898 
350·8 25\·7 2.968 

70·0 109·~ 2,703 
42 ·I 4,445 

73·~ 43 ·3 3,521 
60·0 2,706 

692·0 495·8 
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(D) Similar iDformation for 1981-82 is as under: 
(in •ooo tonnes) 

Category Quantity 
exempted 

Ciuantity Average 
shipped C&F 
during price 
April- (Rs M/T) 
Sept. Rl* 

1 2 3 4 

Bars & Rods 
Plates . 
Structurals 

320·0 
630·0 

30·3 
72·8 

165·3 

2,734 
2,708 
2,795 

Tin Mill Black Plate 
HR Coils 
CR Coils 

Total : Steel-

Pig Iron 

Total : lron & Steel 

• Mainly !>Pill-over from previous years. 

950·0 

200·0 

1 '150 ·0 

30·4 5,010 
31 ·9 2,612 

5·3 3,320 
--·-~-----

336·0 
-·- ·-··---·-· 

---~----·---·-

336·0 

2.102 The Committee desired to know the estimated demand for the 
year 1978-79 and the shortfall against which steel was imported from abroad 
with exemption from duty. The Special Secretary, Ministry of Steel stated 
in evidence :-

"The bufl'er import ph.!'n for 1978-79 was 544 thous:md tonnes. 
Under back to back it was 519 thousand tonnes. The total comes 
to 1.063 million tonnes. As against this Plan, -the actual ~hipments 
that took place were 0.537 million tonnes under back to hack and. 
0.245 million tonncs under buffer, total coming to 0.782. On the 
demand side the earlier figure that was mentioned was ~.::: million 
tonnes against which the production, including the pro<.luctiPn in the 
mini-steel plants was 8.059 miilion tonnes. 

2.103 Asked if there was any shortfall the witness replied: 

"There was shortfall. But a~ I mentioned this figure probctbly was 
exclusive of what the consumer would want to import under the 
various import plan~ on back to back basis.'' 

2.104 Enquired if the exemption from payment of duty wa~ 50ught to 
make steel available at cheaper pric~ to the end consumers in 1978-79, 
the witness explained:-

"We did not really want to sell it cheaper than the domestic price. 
The whole idea was to supplement it. There had been a shortfall 
in the indigenous production and this !-.hortfall had arisen due to fac-
tors beyond the control of the producer, namely, the Steel Authority 
or other steel plants. It was felt the gap must be filled by importing 
essential items. After aU, the gap might have been much larger than 
what was proposed to be imported. But this was restricted to those 
categories which were required main1y by the core sector users." 
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2.105 Since the prime objective of seeking exemption waa to import 
steel for supply to end user&, the C9mmittee wanted to know why only SO% 
of the steel exempted from duty in 1978-79 walii imported in that year. The 
witness stated in evidence:-

"This is absolutely correct. The position seemed to be that orders 
were hooked for 5,58,000 tonnes, but because of certain difficulties 
it must be realised that this decision to import was actually cleared 
some time in July. Initially it was 289,000 tonnes. It was done 
over a period of time. There were three separate instalments. In 
fact, the last instalment of 75,000 tonnes which related to ingots was 
not operated at all and eventually a different kind of product was 
imported against that. By this I am trying to explain that necessarily 
there will· have to be some time· lag although efforts were made to 
avoid it. But the Chairman is absolutely right in saying that the 
import was not to that extent and it is inherent in any administrative 
system despite the prompt action taken." 

2.1 06 The Committee desired to know as to why the exemption was 
sought ut various a.tages of the shortfall of 1978-79. The representative of 
the Ministry of Steel stated in evidence : 

"The position was that at the time when the letter was written for 
the duty exemption the shortages expected were about 4.95,000 
ton'oes; out of which 110 thousand tonnes SAIL had imported on 
back-to-back: basis and 100 thousand toMes was in the pipeline. 
Duty exemption was sought for the remaining 289 thousand tonnes 
or so. Subsequently in October we found after three months expe-
rience, th!U there were further shortfalls in production. The reasons 
given were that due to unfortunate developments consequent to 
floods in the Eastern region, Durgapur Steel Limited is limping back 
to normal, the requirement due to these shortfalls was likely to ex-
ceed 180 thousand tonnes within the next few months. That is 
why exemption for another 180 thousand tonnes was asked. TI1e 
point I am making is that the original shortfall was not fully cover-
ed by the original exemption and subsequently when the production 
picture chan goo further exemptions were added." 

2.107 Enquired in regard to the authority which assessed requirement 
for a year, lhr witness replied :-

•·]n 1978-79 SAIL itself was doing the assessment because in the 
previous year then.: was a difficulty with the supply. But sub-
sequently the Joint Plaut Committee was made responsible for 
demand and supply plan. In 1978-79 SAIL itself was prepar-
ing it. J.P.C. had not evaluat~d th~ demand for thc·year 1978-
79. Steel Authority of India evaluated their demand for 1978-
79." 

2.108 Asked about the communication sent by SAIL to the Ministry 
of Steel, the witness stated :-

.. All we have is a note which gives category-wise what is the total 
availability takinp; account of the quantity already imported 
by SAIL, that it may be necessary to import 289 thousand 
tonnes in respect of those categories!' · 
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2.109 Enquired about the data furnished by the Ministry of Steel .;jtd 
the exeroiw Oooe by the Ministry of Finance before grant of exemptiOR, tile 
.Member ( JJudget.) stated in evidc·nce :-

"The Ministry of Steel had indicated the exteJtt of shortfall and tkat 
they would need the exemption. They did not mention the 
indigenous demand or actual availability in the country. 

2.110 Asked if the figures of i'ndig.enous demand or actual availability 
were JWt necessary to determine the neressity for exemption, the witness 
replied :-· 

.. If a shortfall is accepted to be existing then the consideration for 
exemption proposed for imports is to meet the full demands of 
the material for the users. Quantum does not relate to the Deed 
for exemption. Exemption is on a differ~nt basis. Whe'n we 
need an article, which cannot bear duty, the quantum wopld 
not be quite relevant as such even though it will affect the 
quantum of the revenue foregone." 

2.111 The Committee desired to knO\v why the figures of shortfa.J.l. arc 
not rekwant for erant of cxemptio'n. In reply, the witness stated :-

"Exemption is asked for by the ~linislry of Steel. We trust that 
they have taken all the relevant factors into consideration, with 
regard to the total production for the year 1978-79, their total 
demand for 1979-80 and the shortfall during 1978-79 etc. anu 
also the fact that the international price being high, duty will 
add to the domestic pooled price. The qua'ntity needed and 
the quantity produced in the country were not given, but the 
quantum of shortfall had been indicated." 

2.112 Asked about the details of the proposal sent to the Ministry of 
Finance in regard to exemption sought in July, 1978, th~. Special Secretary, 
Ministry of Steel stated in evidence : 

"In the pro~al that was sent, we had actually included a statement 
which indicated the total import plan for 1978-79 in respect 
of the six categories of steel for which exemption from import 
duty was sought. Figures have been given for all the six items 
put together. The import plan for 1978-79 provided for an 
import of 554,000 tonnes. This we apparently based on. assess-
ment of what the domestic production and what the domestic 
demand would be in regard to these six categories and the gap 
'naturally has to be met by imports. In the narrative portion, 
it was made clear that SAIL have already imported and distri-
buted 104,000 tonnes of these materials and another 161,000 
tonnes are in the pipeline. So, the difference-289,000 was· 
sought to be imported.'' 

2.113 Enquired If 410 thousand tormes of steel imported during 1978-
79 by SAIL under back-to-eack system bore the duty burden on the inter-
national price, the witness reptied bt the affirmative . . 
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·2.114 The Committee desired· to know as to why SAIL soupt duty 
exemptio.tt when it imported similar steel on behalf of those partici who 

·could afford to bear the duty burden, the representative of the Mi.niltry of 
.Steel explained : . 

"It is true some material had been imported, but we must recollect 
that this was year of falling. pro.i\!s:ction. Only 245,000 tonaes of 
buffer had come in 1978-79. During this year we were committed 
to meet a part of the demand at domestic pricea. We 
found that the production was going progressively down. Thece is 
always certain sector of demand which can aHord to pay interna-
tional price. There is another sector of demand which cnnnot afford 
those prices which could take steel only if it was supp1ied at the 
]ower domestic price. It . was that sector of demand which was 
supplied by this." 

2.115 Enq~ if the duty free imported steel was also supplied to 
those parti~ which imported material on back-to-baclr system, the Special 
,'J'eplied in the aflirmative. 

2.116 Asked is to why the parties. who were getting steel on payn1ent 
of duty were jiven allotments out of duty-free imports. the Speeial ~cre­
.tary, Ministry of Steel stated in evidence : 

"The whole rationale of buffer imports arose on account of Certain · 
shortfall in the estimated domestic production and on the ba~ tl~t 
these categories were required by ct;senttal users in the coce sector, 
most of whom :were public sector consumers. The idea was, .~n• 
shortfall had arisen in domestic production which needed to ~· 
~upplemented by imports. These imports were to be treated on 
par with indigenous production and distribution of both was to· 
be subjected to the some guidelines or distribution norms as n:-
applicable to indigenously produced steel. In fact, the question 
could well be asked, if the§e parties were in a position to pay and 
sustain their use the higher price on back-to-hack basis why must 
they be given any steel from the indi!genously produced steel at all. 
But the whole point is that our distribution norms are such that the'y 
lake care of the situation where the end user is in a position 
to use more steel. The basic point is that the imports under the 
buffe-r scheme were intended to be treated o·n par with the demestic 
produeiton. And !hey were subjecte~ to t!1e same norms. !f, und~r 
that scheme, particular party was dtsquahfied he would not get it. 
But if he was not disquaHfied, perhaps, it would not be fair to deny 
him the steel if the steel was available indigenously.'' 

2.117 The Committee wanted to know how the duty free imported steel 
was supplied to various parties. The Vice-Chairman. SAIL st2ted in evi-
'llence : 

"68 per cent of the steel was given to the public sector comprisin~ 
of SEB and power 20% , irrigation 1 %, railway wagon builders 2%. 
PWD and CPWD 1%, other Government departments 3%, coal 

· 1 %, steel plants 28%, Heavy industries 4% , other public sector 
0%, SSI Corporation 2 %-total 68% . Amongst the private par-
ties, large sector units 30%, SSI units 2%-Total 32%. We 
.have tabulated these figures sector~wise." 
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. 2·.118 The Committee wanted to know the sy&tem followed for the· 
allotment of. steel, the procedure for ascertaining the actual requirements of 
the Parties and the precautions taken to ensure that the steel allotted to 
them was actually consumed and not sold in the Black-mark~. IR a note 
the Ministry of Steel have furnished the following information: • 

"With effeet from December, 1975 there was no system of allotment 
of steel by JPC/Iron and Steel Control. During the years 1978-79 
and 1979-80, allocation to Small Scale Industries Corporation 
(SSIC) & Engineering Export Promotio·n Council (EEPC) Sec-
tors was approved by the Steel Priority Committee. 
Then, based on tht: demands registered and past oli take patterns 
the allocation to SSIC of each State was done by JPC/lron & Steel 
Controller. On the recommendation of EEPC the fabricators/ 
exporters of Engineering Goods w·ere issued release orders by Iroa 
and Steel Controller for supply from the main producers on tho basis 
of allocation to the EEPC Sectors. In addi~on to the above durinc 
1979-80 billets and H.R. Coils were distributed as follows :-

BILLETS: 
Billets were distributed by main producers to the re-rollers on an entitle-

ment formula devised by Department of Steel and also to some specified 
priority sectors on bulk allocation indicated by Departmen~ of Steel. The 
formula for distribution of billets to re-rollers was Annual one shift capacity 
X 120% of the best offtake of the previoui three years. 

Supplies to individual units were made by prorating the availability te 
the total entitlement of all units. 
H. R. Coils/Skelps: 

According to the decision of interm.inisterial Committee of Commerce, 
Heavy Industry and Steel, the Department of Heavy Industry in consulta-
tion with TXHD worked out unit-wi~e allocation of H. R. Coils/Skelp to the 
Tube makers of large/medium scaJe sectors. Distribution to Small Scale 
Sector was done by the main Producers. 

Allocation to all pri01jty sectors liz. Railway. Defence, CEA/NTPC, 
ewe and Heavy In·Justl)1• SSIC and EEPC was done from 3rd quarter of 
1979-80 in n'spect of a11 categories of steel within the purview of JPC. 

However, the system for ascertaining the actual requirements of the 
priority sectors start~d only from the year 1979-80. The procedure follow-
ed for the year 1979-80 is in short as follows:-

1. Four m0nths prior to the start of the concerned year, JPC central-
ly coordinated and collected the annual demands of the specified 
priori1y sectors with sector-wise detai1s for 11 categories of steel 
within the purview of JPC. 

2. Taking into account the demand thus pro_jcctcd and also the data 
available in respect of demand from other sectors, JPC estimated 
the aggregate to section-wise/quality-wise demand for 1979-80. 

3. Details of the proposed production plan of the main producers 
on annual basis was obtained by JPC and likely availability 

from the mini-steel plants and re-rollers estimated. Import re-
quirements were also estimated at this stage. 
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4. Taking into account the estimated, demand and availability in-
cluding imports JPC prepared supply flaris for ~pecified prio-
rity sectors for the quarters HI & 1 V o 1979-80 only. 

There was no procedure for allotment of steel to individual units other 
than the allocation to tube makers and r~-ro1lers was explained above. 

To ensure that the steel supplied to the parties is actually consumed by 
th~m. the provi~ions of clause 7 of the I ron and Steel (Control) Order 
were brought into cliect on 1Oth April. 197~. Pursuant to the provisions 
of clause 7, Ollictn: of the Rc~!innal otliccs of Iron and Steel Control have 
inspected industrial wtits receiving steel materials from Main Producers and 
taken action and the relevant clauses of Iron and Steel (Control) Order in-
cluding suspension under clause 1 I A and debarment of supplies under 
clause 28B, as and when necessary. 

· 2.119 The Committee wanted to know why 75,000 metric tonnes of 
ingots needed by Rourkela and Bokaro Steel Plants and exempted from duty 
by notification dated 23-12-197 8 were not imported during the years 

.1978-79, 1979-80, 1980-81 and 1981-82. The representative of the Minis-
try of Steel stated in evidence :-

"When we moved the Finance Ministry for 75,000 tonnes, this was 
on the basis that the Ste·d Plants would be able to roll these ingots 
further into finished products. Because there will be shortfall in · 
the availability of ingots, that will be supplementing it by bringing 
from outside and thereafter the rolling mills will have the capacity. 
As it happened the rolling mills were not in a position to operate 
as they were expected to. Had these ingots been imported, they 
\\Ou;d have had diflicultv to co'nvert them .. That is why no import 
of this quantity was made in 1978-79 and it was postponed to 
1979-80. 

The main reason why cm·licr exemption order could not be operated 
was the difficulty in its availability. Then SAIL's proposal was 
"It was decided to import slabs which also fell in the category of 
scmi-fini~hed product and attracted some Customs Duty." They had 
ordered 30,000 tonnes, in addition Rourkela will require 71.000 
tonnes. 

The in~pt which was visualised to be imported and could be available 
in the international market, that was not there. Secondly the steel 
ingots would probably require large quantum of power to be con-
verted into finished products. 

The ingots would hav~ cost less. As it was not available, there 
was no point in continuing. Form I modification was made in 
Apn1, 1980." 

2.120 Enquired in regard to the modification made in the earlier ex-
,emption order, the Member (Budget) stated in evidence :-

"Tl\e fitst amendment was dated 5-6-1979. For 
s~el ingots, 30,000 tonnes of steel ingots and 

. slatis was substitUted from 5th of June. 
~-l'i~~S/82 

75,000 tonncs of 
30,000 tonnes of 
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On 18th September, 1979 it was chanpd to 75,000 tonncs of slabs· 
On 21st April, this was again changed to 50,000 tonnes of slabs 
and 25,000 tonnes of billets." 

2.121 Asked as to why the ingots were got converted to slabs, the 
repn:sentative of the Ministry of Steel stated in evidence: 

"Because we had seen by experience that ingots of the right s~ 
were not available, even the 1979-80 order for. ingots was later on 
got converted into slabs". . 

2.122 The Committee desire to know whether an item exempted from 
duty on examination about its justification could be conve.rted into an)' 
other item without satisfying about the need for its exemption from duty. 
The representative of the Ministry of Finance stated that the c~nversion was 
agreed to because the rate of duty was the same. The Chairman, Central 
Board of Excise and Customs further stated in evidence : 

"While there cannot be any general order once and for all, there has 
to be a proper application of the mind; and when they came in for 
certain amendments, they came in with certain reasons; they said why 
they could not operate on the earlier orders and so on; on the basis 
of the reasons brought forward, it was decided to amend the order. 
It would have been possible to issue a sep-arate order; it is not that 
whatever request came forward was not individually looked into." 

2.123 The Committee desired to know whether the purpose of meeting 
the shortages was served with the import of only 2.45 lakh tonnes of steel 
against the exemption granted for import of 5.44 1akh tonnes in the year 
1978-79. The Special Secretary, Ministry of Steel stated in evidence:-

"1 accept the position that there w::ts time bg and deby. This is 
somewhat inherent in any administrative action. The point i!-' well 
taken that shortage continued a:nd import was not really quite com-
mensurate with requirement." 

2.124 Enquired in regard to the justification for the time lag, the witness 
explained : 

"Regarding justifiability of the time lag. I would only refer to the 
information which has ul:·cady been suppiied. For the year 1978-79 
the.re were in fact only two orders wh.ich would have been imple-
mented-one issued in J t1Jy and the other towards the end of Novem-
ber. It is not as if you can straightway go and place orders and 
import material from abrrud. These arc large value imports and in 
fact one has to be cx~r·:mciy careful about observing the necessary 
forma]itics and the requirements which arc baseQ on rules of prudence 
and financial procedure. If we are to assess what \Vas actuiltly ship-
ped during the year 1978-79. the figure~ which we should take jnto 
accotmt is 239 thousand tonnrs. It was cleared in July and the im-
port action in rcg<Oj·d t ... l ~!1e C\1i1C>.'.ssion which wa.S given to \IS at the 
end of November would not have been completed that year. 
Natun:!lly you must allow two or three months towards the end of 
1978-79. If we go through the detailed break up in regard lo the 
quantity shipped, the shortfall is mainly under two categories-plates 
and structurals, where actually the quantity that was impor~ed was 
less than what was required. In the following year 1979-80~ the 
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gap had moved down very considerably, because the spill-
over of the previous year is of the order of 200 thousand tonnes. 
The dispensation given in· the year 1979-80 was of the order of 950 
thousand tonnes. Against these too 900 thousand tonnes were 
shipn.ed including spill-over. By and large it seems that the action 
that was taken was expeditious. Since 1978-79 was the first year of 
buffer import policy formulation, there was certain time-lag." 

2.125 The Committee desired to know why the exemption order in res-
pect of 1,80,000 tonnes of structurals given .ir:t 1978-79 could not be im-
plernt'nfl'".(1 in that year ~net was carried over to 1979-80. The representa-
tive of the Ministry of Steel stated : 

"One exemption order ca..T.e on 29-7-1978, in July. Within two or 
three months we were able to finalise the orders and place them. 
The order of 29th November was practically meant for June-July re-
quirements due to production shortfalls. If you see the :;ystem U.Jl.der 
which the global tenders are to be called, the evaluation to be done, 
and then all ac:-ti(l!l is to be taken it takes almost two-three months 
and during that period the parties have to negotiate the cost. Be-
cause, we generally do not accept their prices if they are quotoo if 
there is scope to bring down their prices. Durin~ the year the orders 
could not he placed for the whole quantity. But out of the first lot 
of 1,30,000 tonnes for almost all the orders have been placed.'o 

2.126 Asked if the orice oaid for imoorts of structural:. in 1979-SO was 
more by about Rs. 500 .per tonne in comparison to the imports in 1978-79, 
the witness replied in the aftlrmative. 

2.127 The Committee desired to know as to why the SAlL could not 
float global tenders on the ba~¥.:; of1 import plan and finalise the imports by 
July/August of each year. The Special Secretary, Ministry of Steel stated 
in evidence :-

"The mere fact that the supply plan reveals a shortfall would not justify 
SAIL going ahead with imports. assuming there was QO scheme for 
bu!Ter imoorts at all. Before the buffer scheme. there was scheme 
under wh-ich SAIL was actin!! as a canalising agent for various 
parties who needed steel. These imports were made on the basis of 
orders placed hy variou" parties. SA q, could not under that scheme 
anticipate some future d~mand and orda ma1crials which may not 
be picked up. In respect of back-to-back imports, though there may 
be ,!.!C'ncral dcmance for imporl.s. ord~.:r~ ar~ based on tllc hasis of 
spcci1k demands placed hy customr.rs_ Only in respect of buffer im-
ports. :1 particular quantity is spccifi.:d lw Government saying. "up 
to tl1:,, V'"' C"" ; ... ,n,. .. t" ,.., .. ,,.,-n.-.,~t .nf ,,h,,. .... t't 1." '1 s·"lf-b··1 .. ncing .,., J"""" ....a. .. f. •.a.:o.•t;:."-~ .... "'• .a .. , .... _ _.~ ............ \.J• l· .. ~a ....... .J~ ~ J ~,..., ~ ...,."'~.. -...£1,..4 ..... ~. 

import \\hich dep.:nds on. d.em:mds bcin~ actually pbccd hy itldivi-
dual customers." 

2.128 Asked when the decision fl)f import of steel wa..- taken. the wit-
ness informed th~ Committee that it was takl'n in July 1978 when the exemp-
tion was grnntcll and prior to that it wa" only a proposal. 
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. 2.129 Enquired if irrespective of the fact whether exemption from duty 
·is .~~e or not, was it not necessary to iake a deci~ion in the beginning of 
the .. year to import steel to meet the shortfall, the witnef'ls stated : 

· . "The decision to make buffer import had to be. taken in ~ context 
of continuing shortfall. This wa~ a situation which could not bave 
been visuali~C<.i in Mardt, 1978. Of '-=ourse there was shortfall even 
in that year, but that the. shortfall would be of this order Could not 
be visualised at that point of time. The other thing is, if in ores arc to 
be made, imports could be made irrespective of exemptions Uftder 
25(1 J. of 25(/,.J .. The .. deci·s!orli fo irn~rt could_be either on tltl hec 
'"""'~ ..... ,.~-n .. l+n+·~- ..... 1. "[;',_n_,.,_ 11.";rustry or 1t has Lo be part of l..J'-4....,'&.~ J.U \..-VII,.;)U.&-"U\.1UU 'l'i'J,,U, J. .&.U.t.41U,.,'-' j""ll .· 

the import policy for that year. This kind of import was not part of 
the import policy for 1978-79. My personal view is that since we 
arc responsible for meeting a shortage situation, we have got to do 
it. Since the market premium was high, it would have been worth-
while even to import without duty exemption. The implication 
would have been either to raise the price of domestic steel or SAIL 
would have had to foot the bill." 

2.130 The Committee desired to know whether premium on steel would 
have gone down if the imports had been made to the extent the exemptions 
were granted. The representative of the Ministry of Steel stated in evidence: 

''Here we have to take a total view of not only how far the im.pmt 
was in line with what was planned, but also whether the domestic 
production was in line with what was planned, because the different 
clements of the supply all go into the same stream and go to the 
same market. Therefore, we can take a decision about the impact 
on the prei1Uum only if we take into account what waS; the planned 
domestic production, what was the actual production, what was the 
planned import and what was the actual. Merely by looking to the 
imports we cannot arrive at a correct decision." 

2.131 The Committee wanted to know the det;!ilS of the imports made 
agai8st one lakh metric tonnes of additional imports of steel exempted in 
t~ erder dated 31-5-1980. The representative of the Ministry of Steel 
sta~d in evidence : 

"Out of the additional quantity which was unspecified, we made the 
adjustments. We put 38,000 out of that on buildings, about 161/17 
toMes on structurals, then HEC coil quantity was increased to 
70." 

~.132 E~quired if t~ grant of_exemption 'I}!Ve discretion with regard to 
t~ nnportatl(m of any ttems required, the Member (Budget) 11tated in 
evJdence: 

uwe have said in the ordec that as and when the Steel Ministry gave 
details of this, these items were intimated to the ports separately. 
This is in the order. The aDocation portwise was to be intimatW 
separately. t' 
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2.133 Asked if the exemption order under Section 25(2) should not be 
specific in regard to thCJ time, quality and quantity of the type or article to 
be imported, the \vitness exp_lained :-

"They would still have to be covered by the tariff. Chapter 75 has 
been mentionrd h1 the same order. They cannot go beyond that 
item." 

2.134 The Committee wanted to know whether imports to the extent of 
3.36 lak:h metric tonncs during April to September, 1981 w~re covered by 
exemption orders. In reply, the Special Secretary, Ministrv o[ Steel stated 
in evidence : -

"If you total up the quantity that had been exempted in the pre-
vious year, that kind of conclusion would be quite valid."' 

2.135 The Committee desired to know wheth~:r it was not necessary 
for the Ministry of Fi·nancc to prescribe a time--bound programme for im-
ports against exemption orders as in its absence the actual impo1ts had 
taken place at periods subsequent to those when exen1ptions were granted, 
The Otairman, CBE&C stated in evidence :-

"It is a pertinent observation which we have noted." 

2.136 Asked why was it not possible to import material in the year 
when exemptions were granted, the Special Secretary, Ministry of Steel 
stated in evidence :-

"'Actual importation depends on a number of factors. We ca• go 
into a particular case and examine if lot of time is taken unjustifiably. 
It is not as if importation would follow immediately after lhe exemp-
tion order is given. There has ~o be a certain time lag." 

2.137 The Committee \Vanted to knmv \1.'hethcr the Ministry of Steel 
would have gone in for the imports if the Ministry of Finance had not 
granted the exemptions. In reply, the Special Se-cretary, Ministry of Steel 
~tated : 

.. lt is dilHcult for me to' say what we would haw doni!. Either S~IL 
would hn.ve had to loot the bill or we would hav~ had to go to· 
the Government for some kind of subsidy or the price of domestic 
steel could he rai~ed hy another Rs. 120 to pay for these imports 
at higher cost.'' 

2.13R The Committee wantl·d to know whether the SAIL maintained 
any compensatory account to compensate for fluctuations in the price of 
steel in the market. The Vice-Chairman. SAIL stated in evidence:-

"There arc some items which have got a premium and some others 
which do not have. The question is : how do we deal with this 
problem, particwarly when there is an cxc:.!~:s of production and 
there is no scarcity. For the stock years we fix a certain amount 
of target that they should be ahle to sell so much quantity from the 
stock yard. They cannot sell only premium items and leave 
i.i.i the stock-yard a11 those items which have a discount. That is not 
prudent. \Ve want off-tnkc from the stock yard of all types of 
items. Today there is scarcity and the question does not arise. At 
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one point of time there could have been periods when the mL,a-
gcrs would have sold more of discount items. It could have hap-
pened. As far as the company is concerned, we ~e not maintaining 
uny accou'nts, either of debit or credit. Some parties did approach 
us in the corporate office at one time and claimed that this 
account should be settled. We had taken no cogni~ance of it." 

2.139 Enquired if the question of maintenance of compens~tion account 
was ever mentioned in the Board, the witness stated :-

"The Board at one time did consider the question of slow moving 
and fast moving materials. I would'1 like to read out from the 
mit1tt.tcs of the ml'kcting held en t\th Jt!"rre, 1 '1~0. 1t ·~··'.;!~ c;:~!~.!~cd to 
the Board that package transactions of this nature are involved in 
the steel and other trades. But this was stopped in steel three years 
ago. The results smce then have been that stocks of slow and non-
moving materials have gone up which are difficult to dispose of 
despite the c.;carcity situation prevalent in the country. 

The Board recognise that this was a commercial practice in 
various trade-s and there could hardly be any objection to its 
resumption provided adequate safeguards are built into the system. 
The Hoard also recognise that this might be helpful in building up 
h~tter rapper! ,.,.r!h ~:~pert~:~. ,.f~: B~~~~ fu~!hcr fee! t~at !hese 
transactions should be settled separately rather tha~n on account 
being maintained over a period of time." 

2.140 Asked i•1 regard to the safcuards provided to ensure uniformity 
in package transactions at various stock-yards, the Ministry of Steel have 
in a not.; tumi:-.hc ... : the followi.ng in[\)fwitt;(Jt.i : 

"Main safeguards in supply of steel to registered traders under 
package d~:J.!~l :Ire li!::t~d belo\v : 
1. Jt is laid down that package deals will be finalised in the branch 

by a Committee consisting of BN and an Oftlcer from the Ac-
counts Dcpartme'nt. Each transaction of package do lakhs to 
be finalised by such Committee after ascertaining the market 
prices/trends from a cross-section of consumers/traders. It is 
also laid down that the Committee should certify in the alloca-
tion statements the fact that verification of the prices as laid 
down has been made. The Committee is also expected to ob-
tain the best possible advantage for the Company and dispose 
of as much quantity of slow-movi'ng items as possible. 

2. In the procedure for package deals, the definition of slow-mo-
ving items has also been given. Any item not accepted by gen-
uine customers after display in the Notice Board for 7 (Seven) 
days is treated as slow-moving item. Thus, before entering into 
package deals, opportunity is given through our Branch Notice 
Board for the actual consumers to purchase such materials as 
our listed prices. This Notice is also circulated to local bran.-
ches of the leading associations like AIEl Federation of Engg. 
Industries etc. ' 

3. Procedure also provides that those materials which are lying in 
the stock-yards without disposal for more than six weeks and 
without any demand from customers, can be considered as 
slow-movi·ng. 
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4. The system envisages submission of report oh aU package deals 
to the higher authorities like ZH, Sr. AO and GL\1s. 

5. The branches arc under instructions to ensure that the materials 
sold on package deal basis are lifted completely as per alloca-
tion. 

6. A ceiling of the total arrival of all prime steel items has been 
permitted to be used as an incentive item. Pig Iron, special 
quality materials and tested rails, pipes, tin plates and elcc. steel 
sheets are prohibited from being used a:; incentive items. A system 
of chcckiu.t; t!Jc qt~:.:.u.tity bci:1g used for package deals has been 
laid down under which Branch Managers and the Accounts 
Officers have been instructed to keep a watch on these on 
quarterly basis and correct any imbalance in the subsequent 
quarters. 

7. Package deals have been permitted primarily on t.."1c stocks readily 
available and not on future arrivals. The officers in the Branches 
have bcca :n:.;t:uctcd tc ensure expeditious disposal of the non-
moving stocks to avoid stock accumulation." 

2.141 Fnquin:d how much accounts squared up, the witness 
replied : 

•• 1'n each lot, he can take some premium item and some slow-moving 
item so that the amount of premium is to that extent squared up 
witl1 tl1e Jis....:oum. As far as the traders are concerned, we were 
giving them only to the extent of 2! per cent of the total which 
we have now increased to 5 per cent. The trade really gets very 
little." 

2. J 42 AskcJ about the decision taK~n by the Board on the outstanding 
demands of this account, the witness stated : 

"The Board had further resolved that the proposal of the Central 
Marketing Organisation for disposal of slow-moving materials 
presently held in stock as well as expected in future and also 
for settling old commitments made to the trade on account of 
such deals concluded prior to Nov. 19. 1978, is hereby approv-
ed." · 

~.143 Enquired in regard to the position in regard to such transaction 
·after Nov~mber, 1978, the witness explained : 

"There is the period between November, 1978 to June 1980 when 
such transactions were declared illegal. Transactions prior to 
November 1978 were on package deal. It also speaks of com-
mitment made to the trade on account of such deals concluded 
prior to November, 1978. For subsefluent period a very deli-
berate decision was taken that we don't recognise package deal, 
We stopped it completely saying there will be no package deal. 

Later on in 1980 CMO put it up again. Then only this decision 
was taken." 
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2.144 Aslred since when this practice was in vogue prior to November 
1978, the witness stated : 

"1 wanted to lay my hands to find out whether there was Board 
approval or not. 1 could not lay my hands whether there was 
a Baord dcdsion. As a producer we started in 1960-61, 
1961-62; it nlight have been there since then. But I could 
not lay my hands on any Board decision.'' 

2.145 Enquired in regard to the claim of the concerned parties, the 
witness stated : 

"As far as the claim of the parties is concerned it could be about 
4 crores.'' 

2.146 Asked in regard to the names of the pariics and the amount of 
compensation, the witness stated : 

''If we were in a position to give the names of the parties and the 
amount of compensation to he paid, then \VC could have pro-
vided it in our buoks of accounts but we have not provided it. 
There is no cash payment invoJved jn any case. 'The decision of 
the Board was that if at all they are to be compensated it would 
be by giving them those materials, that would be having some 
premium in the market." 

2.14 7 The Committee wanted to know the action taken against private 
parties where they were caught red-handed in seiling steel in blaci.-market. 
The Special Secretary, Ministry of Steel informed the Committee that in 
such cases the parties were black-listed. Adding in this connection the 
representative of the Ministry of Steel stated in evidence : 

"The Iron and Steel Controller suspends the supplies. If the mis-
appropriation is proved, he suspends for a longer period. Those 
remedies are being applied.'' 

2.148 The indigcnm.1~ proiludion of steel in the year 1978-79 fell short 
of the estimated demand due to various reasons. the most important being the 
shortage of coal and power. It was then estimated that there would be sub-
stantial shortfall in the availabilit~· of steel items particularly to the users 
ia the c:ore sector, and in that context it was decided to import sufficient 
quantities of various cater,or;!.'., ur st~el to meet the requirement~; of the con-
$11111ers. The prevailing international price of steel at that time \\'as sub-
stantially higher than the domestic prices and. according to the Ministry 
of Steel, if the imported m;:teria! was supplied to the producers at the 
iJQported price plus duty it would have led to cost push effect on the entire 
economy. The Ministry of Steel, therefore, approached the Ministry of 
Finance for grant of exemption from customs duty on the imported steel items 
to eQable the Steel Authority of India, to pass on the imported steel to the 
COJURIIDers at the price at which similar indigenous items were to be 
ma., available by the steel plants. 

2 ·149 The Committee find that the .M.inistry of Finance issued two exemp-
tio~a orders, one on 29th July 1978 and. the other on 29th November, 1978 for 
~he import of a total quantity of 469,000 tonnes of various items of steel 
apiast whl~h ~ total quantity of 245,000 toq~ only was imported ••lag 1978-79. Similarly, during 1979-80 agaiQst the exemption 
for Import . of 9,50,000 tonnes of steel . itl'm'lii, 9,00,260 tonnes. 
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were imported including spillovers from previous year. In 1980-81, while die 
quantity exempted was 6,92,000 tonnes, the quantity imported was o.ay 
4,95·,800 tonnes including spillovers from the previous year. During evideace 
the Special Secretary, Ministry of Steel admitted that "shortage continued 
and the import was not really quite commensurate with the requirement". 

2.150 The Committee find that the exemption under Section 25(2) of 
the Cu~ioms Ad, 1962 was granted in this case for import of steel to make 
up the gap between demand and supply which according to the Ministry of 
:Finance was essential in the public interest. But since the quantity of steel 
imported during 1978-79 was only a little more than 50;;, of that .exempted 
from duty, it f.dled to achieve the desired objective. The very fact that even 
th~ ~nt::-e qu:mtity fo: which cxc&ni)tion was granted on 29th July, 1978 could 
not be received even till :\'?arch 1979 i.e. after 8 months, clearly shows that the 
requisite sense of urgency was lacking and after obtaining the exemption 
orders, the Ministry of Steel proceeded in the matter of obtaining these &teel 
items in a leisurely manner. The resuit was that the shortage of steel in 
the country cnntirm('d, hhtd.: mark(•ting h! ~tee! Hems ftourised and the 
COD.()umers continued to be fleeced defeating the very purpose for which the 
exemptions were granted. In the meantime, the parties who were importing 
these steel items under back-to-hack arrangements were able to import these 
items and these parties taking advantage of the scarcity conditions in iodi-
genou!!l market, earned huge profits. The Committee would like to express 
their serious concern at this lapse on the part of the Ministry of Steel to arrange 
within a reasonable time the import of such steel items in respect of which 
exemptions had been granted. 

2 .151 The Committee find that when the Ministry of Steel approached 
the Ministry of Finance for grant of exemption from duty on import of steel 
in the year 1978-79, the former had only given information in regard to the 
extent of shortfall without furnishing figures of the total indigenous .demand 
or actual availability of the material in the country. The representative 
of the Ministry of Finance admitted during evidence that they had "trusted" 
that all rcle\·ant faCtors regarding the total production and total demaud in 
the country wc:'re t~ken into consideration by the !\linistry of Steel and that 
the Ministry of Finance granted exemption only on the basis of the figures 
of shortfall and also the fact that the international price being high, duty "ill 
add to the domestic pooled price. The Committee are shocked to find that the 
Mini!Jtry of Finance who arc supposed to be fully equ!ppcd with all the data 
es!iential to examine the proposal for duty exemption would have granted 
exemption in the absence of such vital information. The Committee cannot 
but reach at the conclusion that the Ministry of Finance did not apply their 
mind independently whether the exemptions asked for by the l\tinistry of-
Steel from time to time were actually essential and were in the public interest. 
The Committee would. like the Ministry of Finance to be more careful in 
future ~vhile taking a decision on requests for exemptions. As already s.tate4 
ia para 2 ·93, tbey would like the Ministry of Finance to be more canful 
aad obtain all relevant information and arrive at an independent judgement 
before grant of exemption. 

2 ·152 In respect of iron and steel items for which SAIL is the canalising 
agency, imports are made on back-to-hack basis and under buffer scheme. 
'tlae former are against specific demands of parties. Imports qncler buffer 
scbeme are distributed at indigeaous prices under the price pooling arrange-
meat. The material imported under this scheme is distributed as per the pro-
cedure laid down by Joint Plant Committeef]ron and Steel Controller from 
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1ime to time. Tbe Committee were informed that out of the total steel items 
imported during 1978-79, 68 per cent were supplied to Government and pubUc 
sector organisations. and the remaining 32 per cent to the private sector. 
Out of the 32 per cent of steel items supplied to the private sector, 2 per eeut 
went to the small seale units. The Committee were also furnished with state-
ments which showed that many private parties were supplied the same steel 
products oot:i uud.:a' iia~ bHck-to-back arrangement as well as under buffer 
scheme rlnr;ng tl!~ ye!!!'~ 1~78 79 and 1981-82. While the former paid 
duty, the latter was exempted. The Committee are unable to appreciate why 
the same parties who apparently could bear the duty burden were also snp-
p:ii::-: t:ui.y ir~ sieei untier tile buffer scheme. The Committee would therefore 
ure~ the G(.'Ve!'nment to cx::minc whether it is necessary to continue to grant 
exemption from duty in rcs!Ject of steel. supplied under the buffer scheme. The 
Committee also recommend that the existing policy of supply of duty free steel 
to ila~ prhaie sector shou•d be critically reviewed in the interest of revenue 
as !!!~e te p:-c~·c::t mei:jira,ik-::!1 iu the distribution and sale of steel products to 
the consumers. 

2 ·153 The CmnmiHee find that the Ministry of Finance issued an exem-
ption order on 23 Dec,~m bt>r, 197R for import of 75,000 tonnes of steel ingots. 
The exemption "'as sought by the Ministry of Steel on the ground of shortfall 
in ine availability to the Rourkela and Bokaro steel plants to enable 
them to roll the iiiiiiit iratu finished products. However, this order was not 
operated in t97R-'79 ;md n~ m:!terial was imported in that year against this 
order. The exempHon order ~,·as amended twice in the year 1979-80 to sub-
stitute for the imports of 75,000 tonnes of steel ingots-first on 5 June 1979 for 
imvurt uf 30,000 iunnes oi steel ingots and 30,000 tonnes of slabs and again 
on R-9-79 for 7~,om~ tenne~ cf s!abs. Then again in 1980-81, on 21 April, 
1980 the order was amended for import of 50,000 tonnes of slabs 
and 25,000 tonnes of billets. The Committee were informed by the 
repaeseulatil'es oi the Ministry of Finance during evidence that the 
Mi!!!~try agreed to con,·crt th~ exemption order for ingots to slabs and billets 
because ''the rate of duty was the same" and that "it would hal'e been pos-
sible to issue a separate order". 

2 ·154 The Committee· are surprised at the casual manner in which the 
Ministry of Finance continued to amend the exemption order from time to 
time. The exemption from duty is granted for the import of a specific item 
required to meet a particular situation which in this case was to supplement 
the stock because of reduced indigenous avaDabiHty. The Committee fail 
to understand how the shortage of a particular item exempted from duty could 
he met by its substitution by various other items and that also after a lapse 
of oyer 16 months when the conditions might have totally changed. H there 
was shortage of billets and slabs in the country aad the Ministry of Steel 
wanted to import these items duty free, the right course for the Ministry of 
Finance would have been to consider the request for exemption independently 
aDd issae a fresh exemption order. That this was not done is regrettable. 1be 
Committee must point out that conversion of one item into another in such 
maDDer tantamounts to by passing the intention behind the provisioas of 
section 25 of the Customs Act and should not be resorted to. 

2 ·155 The Committee observe that the entire quantities of various items 
· Gf steel exempted from payment of duty in a particular year were not Imported 
ln that year itself. For example, certain quantities of various items like 
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]tlates and structurals exempted from duty in the year 1978-79 were actaally 
imported in the year 1979,-80. Likewise, part of the exemptions granted in 
the year 1979-80 was actually operated in the year 1981-82. It has also been 
noticed that in the case of various items the imported price of the same item 
was more in the subsequent year when these items were actually imported. For 
·example, the structurals were imported @ Rs. 2820/- per tonne in the year 
1978-79 but the price paid in year 1979-80 was Rs. 3,352 i.e. about Rs. 530/-
per tonne more. 

2 ·156 In this connection, the Committee find that the exemption orders 
in respect of steel products usually indicate the quantity allowed to be imported 
duty free but the period upto which import is to be made is not indicated. No 
wonder, the Ministry of Steel and SAIL take their ow:: t.!:::: ::: p!::d~;: ~!d~rs 
and processing shipments, and the 1'.1inistry of Finance do not themselves bother 
to see whether duty free imports have actually taken place within a reasonable 
period. The Committee feel that the Government should prepare their 
import plan in the beginning of each financial year and work out a time-bound 
programme so that spillingover of imports from onP YPllr to another is ob-
viated. The Committee also recommend that the exemption orders should 
invariably specify the period of validity so that the administrative lVIinistry 
and the Finance Ministry are in a position to scrui.inise the: imp:.:.mciltation 
of an existing exemption order before its expiry and then consider Y.'hether 
further exemptions to similar products are at all necessary. 

2 ·157 The Committee note that the .l\'linistry of .Finance issued an exemp-
tion order on 31 Ma)'1980 for various items of steel where in an "additional'' 
quantity of 1,00,000 tonnes was spec!fied. It was mf'ntinned in the order that 
the items would be intimated to the ports separately as and when the details 
of the same were furnished by the Ministry of Steel. The Committee consider 
it very strange that the Ministry of Finance issued such a vague exemption 
order for import of "additional'' quantities of steel items as it is not in con-
sonance with the provisions of Section 25(2) of the Customs Act. 1962. They 
therefore, desire that each such order should, in future, be specific in res~ct 
of each item required to be imported. 

2.158 Under the present arrangement regarding distribution of Steel, 
while a few customers like railway projects, defence units etc. get the supply 
directly from the steel plants, most of the requirements are met from the stock-
yards. After meeting the priority requirements, the available material is 
distributed througlt the network of stockyards. The stockyards cater directly 
to the requirements of all DGTD units. The requirements of small scale 
units are met through State Small Industries Corporations. The Iron aDd 
Steel Controller monitors supplies to these Corporations. 

2·159 The Committee were informed by the Vice-Chairman, SAIL 
dariag evidence that in the stockyards there arc also moving and fast-
moving items and that in respect of supplies to trade there was a premium on 
steel items which were in short supply. The stockyards were expected to 
sell not only premium items but also others which had a discount. Whea 
the Committee wanted to know whether separate ~mf't'~s1tt!9n &4"f'ft•P1t.; were 
maintained in respect of such sales, the Vice-Chairman. SAIL stated .. At the 
Corporate level with which I am concerned, I can say if anyone has done it, 
we have aot accepted the liability". The Committee however, find that 
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tb, following decision was taken by the Board of Directors of SAIL on 4 Juee:t 
1980 : 

."It was explained to the Board that package transactions of this 
nature arc invoh·cd in t:i~ :;~~e: aud other tr.ades. But this was 
stopped in steel three )·ears ago. The Board further feel that these 
transactions should be settled separately rather than account beiDg 
maintained over a period of itme." 

2 ·160 When the Committee pointed out that it might not always be 
possihi~ i.u squar~ up Hac at::cuuui.s ui ~acn person, the Vice-Chairman, SAIL 
stated before the Connnit!ct.' : •'In each lot, he can take some premium item and 
some slow-movine item 510 that the 2mount of premium is to th~t extent squared 
up with the disl--ount.,. He also stated that the Board had approved a pro-
posal for settling commitments made tu the trade on account of such deals con-
cluded pri:lr tG .;'1\:.m.:m~~=-. 197S. Th::~, pa~kage trunsa~tions prior to 
Nol·ember, 1978 were !~g!l!!sed by the Bnard, those between Nonmhcr 
1978 and June 1980 were treated as illegal and for subsequent period it was 
decided that package deals would not be recognised. 

2 ·161 The Committee would like to be informed n·hether the Ministry 
of Steel was aware of the prevalence of package deals in the sale of steel 
iteDUJ to trade from SAIL's sotckyards and if so, whether any action was taken 
in the matter. The Committee would also like to know whether any com-
pensation claims from the trade are pending and what is being done for their 
disposal. 

NEW DELHI; 
2& April, 1982 

8 Vaisaklw 1904 (Saka) 

SATISH AGGARWAL 
Chairman 

Public Accounts Committee. 



APPENDIX i 
(Vide Para 1 ·t6) 

AVERAGE C.J.F. PRICES (PER QUINTAL) OF DRY FRUITS DURING 1975-76 TO 1979-80 

·------------------ ----------- ~ ---- ----- - ---------- ----------
Sl. Description of Goods 1975-76 1976-77 1977-78 1978-79 
No. 

·-------- ------~---------------~------

(J) (2) (3) (4) (5) (6) 
-----~~~ -------------------------------

J. Almonds in the Shell 
(i) Hard Shell 
(1) of Afghanistan origin . . . . . 7.5-t 920 919 970 
(2) of Iranian origin . . NA NA 843 928 
rii) Soft Shell 
0) of Afghanistan origin 1479 1693 1905 1951 
(2) of Iranian origin NA NA NA NA 

2. Almonds kernels 
(f) of Afghanistan origin . . 2988 3199 2912 3784 . . 
(~) of other than Afghanistan origin NA NA 2973-4360 3092-5564 

3. Raisins of Afghanistan & Iranian origin 
(a) Kishmish . . . . 725 930 1009 1345 
(b) Sultanas NA NA 1100-1200 1070-1280 
(c) Abjosh 437 750 1064 953 
(d) Others 374--382 371-434 486-498 667-730 

4. Pista Dodi 1946 2252 2017 2599 
5. Pista Kernel 4948 5278 4810 6423 
6. Pistacho nuts in shell (Round> NA NA 4800 4600 
7. Apricot Dry 646 677 1151 1032 
8. Apricot kernel 1365 1953 1865 1950 
9. Figs dry 693 719 1034 800-1015 

10. Alubukhara dry 781 854 1438 1643 
II. Dates 

(a) Chupchap NA 286 404 497 
(b) Zarak Halawi NA.. 176 321 222 

---~ ------. -···-- --------- ------ -------- -~ -· ----------

1979-80 

(1) 

976 
1300 

2041 
NA 

-.I 
3452 -3850-8000 

1549 
NA 
859· 

675-919 
2841 
7149 
NA 
899 

2342 
836 

1033 . 

489 
433 



APPENDJXU 
(Vide Para 1 ·l4) 

AVERAGE LOCAL MARKET PRICES (PER QUINTAL) OF DRY FRUITS DURING 1976-77 TO 1979-80 
-- ----------------------~----

Sl. No. De sniption of Gooch 1976-77 1977-78 1978-79 
------------ - --------- --~ --~-----------~-------- ------

(I) (2) (3), (4) (5) 
--- --- ------·· ----------------------------

t. Almonds Hard 
(i) In the shell 
(I) of Afghanistan Origin 2103 2242 1875-2875 
(2) of Iranian origin NA NA 1950 
(ii ) Soft shell 
(I) Clf Afghanic;tan origin 4984 4806 3750-5188 
(2) of Ira.nian origin NA NA NA 

::!. Almond kernels 
(l) of Afghanistan origin . 7560 7633 670~8200 
(:!) of other than Afghanistan ''rigin NA NA 9000-12000 

3. Raisins of Afghanistan & Iranian ('rigin 
(a) Kishmish 2497 2915 1675-4000 
(b) Sultanns NA NA 1825-1855 
(c) Abjosh 1736 2234 1325-2500 
(d) Others 1021-1119 1179-1357 1163-1625 

4. Pista Dodi . . . 0 . . 4672 3625 NA 
5. Pista K-ernel . 0 0 11480 11231 12042 
6. Apricot dry . . . 1538 2038 2013 
7. Apricot keene l . . . . 3772 4352 4234 
8. Figs Dry 1865 1942 2078 
9. Alubuk.hara 0 1959 2275 2505 

10. Dates 

(a) Chupchap 0 • NA NA 835 
(b) Zarak Halawi 0 NA NA 380 
(c) Others 0 . NA NA I NA 

.. 

1979-80 

(6) 

1963-2189 
2205 

4568 
NA 

~ 

7753-8155 N 
8709-14322 

3076 
NA 

166~1913 
1320-1933 

66SO 
15625 
2182 
5298 
230S 
2448 

1023 
651 

1190-Ul3 



APPENDIXm 

(Yide Para 1 ·25) 

STATEMENT SHOWING THE DATA ON THE BASIS OF WHICH TARIFF 
VALUFS WERE FIXED IN 1975 

Description of goods Average Deduced Tariff 
Market value value 
value (i.e. M.V. fixed in 
during Post. Tmp. 1975 
1974-75 Exp @' (Rs. Quin· 

(Rs./Quintal> 12-1i4~~+ tal) 
duty) 

(Rs. Quintal) ---I. Almonds 
(a) In the Shell 

(i) Hard Shell 
(1) of Afghan origin 1800 716 715 
(2) of Iranian origin 1600 636 635 

(ii) Soft Shell 
(1) of Afghan Origin 3625 1441 1440· 
(2) of Iranian origin 5500 2187 2185 

(b) Without shell 
(1) of Afghan origin 6299 2506 2505 
(2) of Iranian origin 8700 3460 3460 

Il. Pistachio nuts 
(a) In the shell 

(I) of Afghan Origin 3125 124.' 1245 
(2) of Iranian Origin 6700 2664 2665 

(b) Without shell 7300 2906 2905 
III. Raisins 

{a) Kishmish 1377 548 550 
(b) Sultanas 1100 437 435 
(c) Abjosh .. 1000 398 400 
(d) Others . ' 1075 427 425 

IV. (a) Apricots 1250 497 500 
(b) Apricot Kernels 2675 1064 1065 

V. Figs. 1300 539 540 
Vr. Alubukhara 137:' 5-H 545 

--------------- ·--- ---- ---
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APPENDIX IV 

(Jiide Para 1 ·2S) 

. STATEMENT SHOWING THE DATA ON THE BASIS OF WIDCH TARIFF 
VAU1E.'S WERE F1XED IN 1979 

------· ------
Description of goods 

I. Almonds 
(a) ln the shell 

(i) Hard Shell 
(1) of Afghan Origin 
(2) of Iranian Origin 

(ii) Soft Shell 
(I) of Afghan Origin 
(2) of Iranian Origin 

II. AI mond Kernels 
(I) of Afghan origin 

• 

• 

(2) of o.ther than Afghan origin 

Average Deduced 
~arket value 
value (M.V.-6 
during (Post Imp. 
1978 Exp. @15+ 
(Rs./Quintal) duty) 

(Rs./Quintal) 

Tariff 
value 
fixed in 
1979 
(Rs./ 
Quintal) 

• 

lt\75-2875 
1950 

917 920 
753 755 

3750-5188 1726 1715 

. 6700-8200 2878 
• 9000--12000 3477--4636 

2185 
(No change) 

2880 
41i35 

III. Raisins of Afghanistan and 
gin 

Iranian ori-

(a) Kishmish 
(b) Sultanas 
(c) Abjosh 
(d) Others 

JV. Dates 
(a) Chupchap 
(b) Zarak Halawi 

(c) Wet dates . 
<d) Others 

1675-4000 
1855 

• 1325--2500 
• 1163--1625 

• 8~5 

• 

• 320 

--------------
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747 

738 
538 

383 

1140 
750 
740 
540 

385 
250 

(No change) 
157 160 

385 



APPENDIX V 

(Vide Para 1 ·27) 

STATEMENT SHOWING OLD TAR.IF'.F VALUE AND NEW TARIFF 
VALUE OF DRY FRUITS DURING 1971 

----·-· ---·------------
81. n~scription of Goods Old Taritr New Tarifl Local market lnterna· 
No. 

• 

- -
J. Almonds 
(a) Jn the Shell 

(i) Hard Shell 
il 1 of Afghanic;tan origin 

:2 J of Iranian origin 
(1i) Soft shell . 
(b) Without shell 

V) of Afghanistan origin • 
tJil of Iranian origin 

2. P1~!al'hll nuts 
fa) 1n the shell 

(r) of Afghanistan origin • 
~HI of Iranian origin • 

(b) ":.Vithout shell 

3. R.a•~>ins 

(a) 1...: ishmish 

(b) ~,.Ji!anas 

(c) Ab.iosh 
(d) .01 hers 

4. (a) .~pri..:oto;; (ZanJalul 
(b) Apn..:ot<> (Kernels 1 

tkhasta) 
5. Figs U\njccn 
6. Alut>uk.har;t . 

Value 
per qutn. 

(Notfn. 
14·Cus 
dt. 14-1-71) 

10:!0 
(Gurbandhil 

935 
(Girdih) 

Nil 
I 13:' 

2.l20 
Nil 

1045 
Nil 

640 
(Kandharil 

435 
(Kabuli) 

500 
500 
50l• 
Nil 
~il 

Nil 
;-.L! 

Value 
per qunl. 
Notfn. 
68-Cus 
dt. 26-7-71) 

Price tiona\ 
price 

665 Infonn:ttion IWt availabk 

525 
IO:'iO 

1620 
2240 

1070 
2210 
2-tJO 

4~0 

32<1 

J2~ 

~9:C 

4"" 
750 

450 

------------------- ----------------
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APPENDIX VI 

(Vide Para 12 ·1) 

STATEMENT SHOWING OLD TARIFF VALUE, NEW TARIFF VALUE. 
LOCAL MARKET PRICE OF DRY FRUITS DURING 1975. 

Sl. Description of goods Old Tariff New Tariff local JnternatioaaJ 
No. value value market price 

(per quntl.) (per quntl.) price 
(Notfn. (Notfn. (per quntl.) 
68-Cus 71-Cus dt. 
26-7-71) 30-6-75) ----

1. Almonds 
(a) In the shell 

(i) Hard shell 
(1) of Afghanistan origin 665 715 1800 Not avail-

able 
(2) of Iranian origin • 525 635 1600 

(ii) Soft shell 1050 
(1) of Afghanistan origin • 1440 3625 
(2) of Irani:m origin • 2185 .5500 

(b) Without shell 
(1) of Afghanistan origin • 1620 2505 6299 
(2 of Iranian origin 2240 3460 8700 

2. Pistacho nuts 
(a) In the shell 

(i) of Afghanistan origin • 1070 1245 .3125 
(ii) of Iranian origin 2210 2665 6700 

(b) Without shell 2430 2905 "73()() 

?. Raisins 
(a) Kishmish 430 550 1377 
(b) Sultanas 320 435 1100 
(c) Abjosh 325 400 1000 
(d) Others 295 425 1075 

4. (a) Apricots (Zardalu) 455 500 1250 
(b) Apricots (Kemels) • 750 1065 2.675 

5. Fias (Anjeer) • 450 540 1300 
6· Alubukhara 550 545 1375 
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APPENDIX VB 

(VIde Para 1·27) 

STATEMENT SHOWING OLD l'ARIFF VALUE, NEW TARIFF VALUE, LOCAL 
MARKET PRICE OF DRY FRUITS DURING 1979 

St. No. Description of Goods Old Tariff New tariff Local market Inter-
Value Value price national 

(per quntl.) (per quntl.) (per quntl.) price 
(Notfn. (Notfn. 
No 71-Cus. No.142-Cus 
dt. 30-6-75) 
(Reissued 

dt. 27-6-1979) 

as Notfn. 
132 dt. 

2-8-76), 
131 dt. 
2-8-76 

1 2 3 4 5 6 

1. Almonds in the shell 
(i) Hard Shell 

(1) of Afghanistan origin • 715 920 1875-2875 Not avail-
a'bl~ 

(2) of Iranian origin 635 755 1950 
(ii) Soft shell 

(1) of Afghanistan origin. 1440 1725 3750-5188 
(2) of Iranian origin • 2185 2185 N.A. 

2. Almonds kernals 
(1) of Afghanistan origin • :'505 2880 6700-8200 
(2) of other than Afghanis-

tan origin 3460 4635 9000-12000 

3. Raisins of Afghanistan 
& Iranians origin 
(a) Kishmish 550 1140 1675-4000 
(b) Sultanas 435 750 1825-1855 
(c) Abjosh 400 740 1325-2500 
(d) Others 425 540 1163-1625 

4. Dates 
(a) Chupchap 250 385 835 
(b) Zarak Halawi . • 250 250 380 
(c) Wet dates 100 160 320 
(d) Others 250 385 N.A. 
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APPENDIX VID 

(Vide Para 1 ·27) 

STATEMENT SHOWING OLD TARIFF VALUE, NEW TARIFF VALUE, 
LOCAL MARKET PRICE OF DRY FRUITS DURING 198 0 

S. No. Description of Goods 

1. Almonds in the shell 
(i) Hard shell 

(I ) of Afghanistan origin . 

(2) of Iranian origin 

(ii) Soft shell 

(1) of Afghanistan origin . 
(2) of Iranian origin 

2. Almond kernels 
(I) of Afghanistan origin . 
(2) of other than Afghanis-

tan origin 

3. Raisins of Afghanistan and 
Iranian origin 

(;~) Kishmish 
(bl Abjosh 
k) Others excluding Sultanas 

4. Date:-, 
(a> Chupcbap 
(h) Zarak Halawi 
(c 1 Wet dates 
(dJ Others 

Old Tariff 
Value 
(per quint!) 
(Notfn. 
No. 142-

Cus dt. 
27-6-1979) 

920 

755 

1725 
21!15 

2880 

4635 

1140 
740 
540 

3t{5 
250 
160 
385 

New Tariff Local market Inter-
Value Prict> national 
(per quintal.) (per quintal) Price 
(Notfn. 
No. 225-
Cus. dt. 
14-11-1980 

845 l%.'\-2189 Not avail-
able 

850 2205 

1765 4.568 
21!15 N.A. 

3J05 7753-8155 

4450 8709-14322 

)Jl)(l 307<> 
740 1665-19}:\ 
610 B20-l933 

470 102~ 

350 657 
160 334 
SilO 1190- 1513 

--·-- ---------------- .-~--- -~-- ... ---- --· --- -----------
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APPENDIX IX 

(Vide Para 1 ·21) 

CHRONOLOGICAL DATA REGARDING NOTIF1CATION AND T.~RIFF 
VALVES IN RESI"ECT OF FRESH FRUITS IMPORTED FROM 

AFGHANISTAN _____ ,. __________ --------~----------------- ---· -------------------· ------
Commodity Notfn. No. Notfn. No. Notfn. No. Notfn. No. 

! 16/69 dt. 73/71 dt. 86/71 133/76 
~9-7-69 18-8-1971 dt. 19-9-71 dt. 2-8-1976 

( l;, rilf value) (Tariff value) (Traiff value) (Tariff value) 
----

2 3 4 5 6 

1. Grapes 
Kandbari lb. 2 ·25 per kg. Rs. ::; ·25 per kg. 

2. Grapes 
Kabuli lt.<;. 1 ·40 per kg. Rs. 1 ·40 per kg 

3· Pomegranetcs Rs. I ·75per kg. Rs. 1 ·40 per kg. Rs. 1 ·40 per kg 
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APPBNDIX :X: 

(Yitk Para 2 ·9) 
STATEMENT SHOWTNG DETAJU!D PAI..TICUL!~S OF CASES WHERE DUTY E~MPTION lN AN AMOUNT FXC!WlNG JlS, 

S·No. 

1 

l. 

2. 

3. 

4. 

5. 

6. 

7. 

2VJOO/- IN EAC'HCASB, HAVP:BEFN AVAlLfDOFDURINGTHEYEAR 1979-80. 
...fnM%111'6 •..f• 

Exemption order No. and date/File No. 

2 -
286 dated 4-5-73 

F.No. 458/17/73-Cus. V 
408 dated 26-7-73 

F.No. 458/17/73-Cus. V 
578 dated 15-10..77 

F.No. 467/32/77.CUs. V 
652 dated 17-12-77 

F. No. 463/141/77- Cus. V 

216 dated 12~9-78 
F.No. 463/139/78-Cus. 

239 dated 3()..9-78/ 
7-10.78 
F. No. 458/6/78-Cus. V. 

2'17 dated 18-11-78 
F. No. 464{1{78-C'u5. V. 

Nature of goods 

3 

Di-Ammonium 

Do. 

Wheat 

Shelf Freeze Dryers and 
parts. 

Helicopter/Aircraft parts. 

Machinery 

Equipment of exhibition 

Name of the importer Amount of duty invoh·· 
ed(RJ.) 

4 

F.C.I. 

Do. 

Do. 

Maharashtra State Instt. of 
Veterinary Biological Pro-
ject, Poona. 
O.N.G.C., Dehradun 

Director of Animal Husbandry, 
Poona. 

AU India Machine tools, 
Hindustan Imports & Exports, 
Corpn., Bombay, Eletronic 
Salel and Senices, Poona 
Perfet Machine tools Pvt. 
Bombay/Indian Fine Banks, 
caicuttafDalal & Co. Bom-
bay/Heatley & Gresham 
and P. Dalal & Co., 
Bombay/Carlic Engg. Bom-
bay/J.B. Advani & Com-
pany Pvt. Ltd., Bombay/ 
Voltas Ltd., Bombay. 

s 
2,39,29,257 o()() 

40,43,371 o()() 

7,73,117-()() 

2,88,675 ·32 

10,91,161 -49 

20,87,528 ·55 

1,12,71,454-()() 

------··-- ~ ----------···----------------------- . ·------ ··-------- --· -------·-·------··-----------
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0 



-1 2 ---------------------3-·--------4--
--------·-- ----

8. s da*4-1-79 
F. No. 464/28/78..CUs. V 

!J. 1 OS dated 28-4-77 
F. No. 458/14/79-Cus. V. 

10. 499 dated 14-9-77 
F. No. 459/111/77-Cus. V 

I I. 107 dated 13-4-78 
F. No. 460/252/77-Cus. V 

12. 162dated 15-6-78 
F.No. 460/75/78-Cus.V 

13. 275dated 13-11-78 
F. No. 460/215/78-Cus.V 

14. 191 dated 26-7-78 
F. No. 462/10/77-Cus. V. 

15. 283 dated 21-11-78 
F. N . 458/23/78-Cus. V 

16. 10 dated 8-1-79 
F.No. 463/198/78-Cus. V. 

17. 13 dt. 8-1-79 
F.No. 463/202/78-Cus. V 

11. 40 dt. 24-l-79 
F. No. 460/276/77-Cus. V 

19. 56 dt. 7-2-79 
F. N. No. 466/4/79-Cus. V 

20. 75 dt. 9-3-79 
F. No. 460/60/79 Cus. V 

21. 88 dt. 29-3-79 
F. No. 460/62/79-Cr.ts. V 

22. 91 dt. 3-4-79 
F. No. 460/260/78 -Ots. V. 

~~~part shopping Machine/ 
Hiah Speed trimming 
~bin.. 
Electrical Equipment 

International I..eather Fair, 
Madru. 

M/s D.S.S. Industries New 
Delhi. 

Motor car for the use of Mr. Raj Singh Dalal, Rohtak 
disabled person. 

Volbwaaon Bus, Medicines, Bharatiya Arogya Nidhi, Bombay 
McdicaJ equipment. 

Landrover Ambulance and 
spare parts. 

Planetarium Equipment 

Training equipment under 
Indo-Swiss agreement. 

Vaccine for Japanese En-
cephalities. 
Optical & Photographical 

Equipments for preservation 
of cultural property. 

Victoria Jubilliee Hospital, 
Ahmedabad. 

Jawaharlal Nehru Memorial 
Fund, New Delhi. 
Nettur Tech. Training 

Foundation, Vellore. 
Govt. of West Bengal 

The Director General Archaeo 
logical Survey oflndia, New 
Delhi. 

Grave Stones Common Wealth War Graves 
Commission, New Delhi. 

Pboto and audio-visual equip- Central Instt. of Indian 
rDCDts and accessories. Languages, Mysore. 

FilmJ for record and reference National Film Arch he, Poona 

LAPRASCOPE 

Ambula"ce~ 

Narindra Mohan Ho1pital 
Mohan Naaar, U.P. 

Indian Red Crn!!s Soci~t,·. 
NewDelhi. · 

Sou.ad Projector and acces- World Wide Life Found .• India 
serits. 

s 
41,705-()() 

65,295 ·41 

45,377 ·70 

1,61,628. II 

3,29,539 ·19 

7,99,452 ·75 

4,71,391 ·74 

1,21,426 ·79 • -
7,98,396 ·00 

1,89,788 .oo 
1,71,240 ·03 

33,277 ·75 

56,107 ·85 

5,06,969 .88 

5,455 ·25 

-~---- ---------



---·-- ----------- -·--------- --~--~-~-~--- .. ------- .. ---
1 2 3 4 -·----- ---~-- ---------------- ------- -- ----- --- --

23. 98 dt. 19--4-79 
F. No. 462/20/78-Cus. V 

24. . 99 dt. 21-4-79 
F. No. 458/13/19-Cus.V 

25. 107 dt. 30-4-79 
F• No. 463/135/78-Cus. V. 

26. 109 dt. 5--5-79 
F. No. 460/74/79 Cus. V 

27. Ill dt. 10-5-79 
F. No. 460/87/79-Cus. V 

28. 112 dt. 15-5-79 
F. No. 459/43/79-Cus. V 

29. 122 dt. 26-5-79 
F. No. 460 /161/79-Cus. V. 

30. 129 dt. 14-6-79 
F. No. 460/161/79-Cus. V 

31. 131 dt. 21-6-79 
F. No. 458/23j79-Cus. V 

32. 132 dt. 23-6-79 
F. N . 458/24/79-Cus. V 

33. 140 dt. 29-6-79 
F. No. 460/168/79 Cus. V 

34. 152 dt. 18-8-79 
F. No. 463/211/78-Cus. V 

35. 155 dt. 21-8-79 
F. No. 458/48/77 Cus. V 

36. 156 dt. 3-9-79 
F. No. 460/192/79 Cus. V 

37. 161dt.12·9-19 
F. No• 4(J)/270/79.CUs. \". 

38. 160dt.l7·9·79 
F. No. 461/62/79-Cus. V. 

Metal Workin& Machinery Nettur Technical Training 
under Indo-Swiss Agree- Foundation Vellore 
ment. 

Anti Tank Missiles for eval-
uation. 
Aircrafts arhl M:eteologic:ll 
Equipment (Project Monex 
79'). 

PhotographiC:goods s(;ientilk 
equipment, semi-audio equip-
ment. 

Spectacles/Frames/ lenses 

Candle Moulding Machine. 

Equipment for e-.aluation 

Buddha Image 

Air Craft for evaluation 

Air Craft for evaluation 

Volltswagon Coach. 

Equipment for Traffic opera-
tion Studies. 
Mobile Medical Clinics and 
spare parts. 

Hospital Bids and accessories 

l :burch Bell (Breuze 1 

Spectra Photo Meter 

Ministry of Defence 

National Centre for Atmo5· 
phere Research, Bombay. 

Delhi University, Delhi. 

Lion International CiS 
Express Clearing Agency. 

Chetna School for Mentally 
retarded, LKO. 

t-.tinistry of Defence. 

Rajgir Buddha Vihar Society, 
Patna. 

Ministry of Defence 

Ministry of Defence 

Shri Shiva Bal Yogi Maharaj 
Trust, Bangalore. 
Calcutta Metropolitan Deve-
lopment Authority. 
Gover:uuent Medical Store. 
Madras. · 

Government General Hospital, 
Gunture. 

Catholic chur..:h, lhinavan-
oa~Jai. 

Jamia Millia Islamia, Okhla, 
NewDehi. -------- ---------------- --·- --- --- -------- --------------- . 

~ 
---· 

2,31,309 ·00 

6,55, 790 . 76 

16,67,516,97 

],56,834 ·43 

53,709 ·09 

113,095 ·98 

10,40,256 ·00 
liiO 
l~ 

1,38,419 ·19 

23,62,505 ·40 

18,07,872.75 

65,509 ·50 

3,87,863 ·92 

15,28,80,169 ·19 

1,09,771 ·00 

32,999 ·00 

1,03,787 ·35 



1 2 

39. 179 dt. 22-oll-1979 
F. No. 463/43/79 -Cus. V 

40. 86 dt. 27-3-79 
F. No. 463/55/79-Cus. V 

41. 3 dt. 23-1-1980 
F. No. 460/9/80-Cus. V 

42. 15 dt. 10-3-1980 
F. No. 460/361/79-Cus. V 

43. 192 dt. 28-7-78 
F. No. 355/149/78-Cus. I 

«. 194 dt. 29-7-78 I 
F. No. 355/167/78-Cus. I ~ 45. 293 dt. 29-11-78 I 

I 

F. No. 355/216/78-Cus. I J 
46. 203 dt. 16-8-78 

F. No. J55/119/7H-Cuo;.J 
47. 273 dt. 19-11-78 

F. No. 355/119/78-Cus.l 
48. 308 dt. 23-ll-78 

F. No. 355/251/78-Cus. I 
49. I dt.l-1-79 

F. No. 355/25;'79-Cus. I 
50. 16 dt. 18-1-79 

F. No. 355/256/7!:{-Cus. J 
51. 78 dt. ) 5-3-79 

F. No. 355/149/78-Cus. I 
52. HI Jt. 17-3-79 aHupersedeJ by 134 lit. 26-6-79 

F. No. S/9/79-TRU(Cu-;J 
53. 170 dt. 31·10.1979 

F. No. S/9/79-TRU(cus) 

3 4 

Equipment imported for obscr- Various scientific teams 
vation of total solar eclipse sponsored by the Indian 

National Science Academy. 
Ain:rafl for evaluation Dynamic Sales Services Ltd. 

Temple Hell Ill. Saraswati Temple Halrampur. 

Equipment for Light and Archaeology Deptt. Gmt. of 
Sound spectacle at Thirumalai Tamil Nadu. 
Maicher Mahal. 
White Printing P'c1per S.T.C. 
(Wood Free Gradel 

Mild Steel Plates and stnJC-
turals 

Steel Authority of lndi<l 

Gas Turbines spare~ West lkngal State Elcctricit~ 
Board. 

Turbine <.ienerating Set Assam State Ek.:tri\."il) Hoard. 

Slabs Steel Authority of lndi•• 

E.C. Grade Aluminium Win~ Hharat Aluminium Comp:my 
Ltd. 

Aluminium Wire Rods llharat Aluminium CP. Ltd. 

White Printing Paper S.T.C. 

Vegetable oil S.T.L 

Do. S.T.C. 

5 

3,76,2tt2 ·87 

~.49,600 ·00 

47.518 ·81 

3,68,289 ·00 

4.42,36.491 ·26 

22,70.6.1.392 ·Cti 

I .~...l4.-l3lJ ·43 

2.44,71, 16-t ·0() 

S4,53,071 ·OU 

1.02.~~-~i'2 ·(JO 

],(ll ,::4.764 ·55 

6,06,~M, 798 ·0 0 

2.\83,49,603 ·92 

16,80,19,097 ·03 

OQ 
c.; 



"·------------~- --- ------~---~- .. ----~-----------·- .. -·- ------ ---- . -·· ----------~-------- ----- ~------ -----------
1 1 3 4 5 6 

-----
54. ~3 dt. 19-3-79 Nepthaline ~.A.T.L. 1,13,513 ·J5 

F. No. 355/370/77-Cus. I 
55. 85 dt. 28-3-79 Raw Ruhbrr S.T.C. 11,60,73,105 ·00 

F. No. 355/1/79-Cus. I 
56. 100 dt. 24-4-79 Mild Steel Plat•s and Struc- S.A.J.L. 62,74,86,026 ·51 

F. No. :'t55/61/79 -Cus.l turals. 
57· 113 dt. 18-5-79 .4.Juminium Wire Rod!! Bharat Aluminium Company 1,95.10.19) ·82 

F. No. 355/72i79-Cus. I 
SR. 117 dt. 21-5-79 l Refined Soya bu u F. No. 355/70/79-Cus. I 
59. 159 dt. 17-9-79 ~ F. No. 355/70/79-Cus. I I National Dairy Develorment 124,:'58,030 ·00 
60. 136 dt. 27-6-79 J 

Board, Baroda 
F. No. 355/70/79-Cus. l 

oe 
61. 115 dated 21-5-79 Gunnies S.T.C. 7,61,55,519 {1(). To meet immediate ... 

F. No. 355/103/79-Cus. I Shortage of gunnies. 
62. 137 dated 27-6-79 Natural Rubber S.T.C. 8,03,97,786 ·00 To meet shortaae in 

F. No. 355/1/79-Cus. I the country. 
63. 144 dated 21-7-79 

F. No. 355/149/79-Cus. I 
Printing and writin1 paper Hindustan Paper Corpn. 

New Delhi. 
7,83,72,599 ·61 Do. 

64. lSI dated 18-8-79 M.S. BiDets S.T.C. 5,42,08,819 ·00 Do. 
F. No. S/23/79-TRU (CUS) 

65. 153 dated 21-8-79 Aluminuim In cots 99 ·5 Y. M.M.T.C. 10,81,56,634 ·99 Do. 
F. No. 355/160/79-Cu!.. I purity. 

~. 317 dated 21-10-79 Natural Raw Rubber S.T.C. 1,20,41,116 ·00 Do. 
F. No. 355/1/79-Cus. I 

67. 176 dated 22-11-79 Aluminium Propenzi Rod. M.M.T.C. 75,08,071 ·00 Do. F. No. 3SS/l60/79-Cus. I 
61. 1 dated 15-1-80 Aluminium Ingots ~ ·5% M.M.T.C. 13,01,17,543 ·60 Do. F. No. 35S/I60n9-Cus. I purity. 

·---·--------·--·-·-·----- -
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ANNEXURE-B 

STATEMENT SHOWING DETAILED PARTICULARS OF CASES WHERE DUTY EXEMPTION IN AN AMOUNT EXCEEDING RS.lO 
CRORES JN EACH CASE. HAVE BEEN AVAILED DURING THE YEAR 1979-80. 

----·---·--
S. No. E'<emption order No. & 

date/F. No. 
-
" ... 

--· 
I. 293 dt. 29-11-1978 I 

F. No. 355/216/78-Cus. I I 
I 

2. 194 dt. 29-7-1978 f 
I 
I 

F. No. 355/167/78-Cus. T J 
3. 81 dt. 17-3-79 as superseded by 

134 dt. 26-6-79 
F. No. S/9/79-TRU (Cue;). 

4. 170 dt. 3 i -1 0-79 
F. No. S/9/79-TRU (Cus) 

5. I 00 dt. 24-4-79 
F. No. )55/61/79-('us. I 

6. 153 dt. 21-8-79 
355/160/79-Cus. J 

7. 155dt. 21-8-79 
F. No. 458/48/77-Cus. V 

8. 1 dt. 15-1-1980 
F. No. 355/160/79-Cus. I 

9. 117 dt. 21-5-79 l F. No. 355/70/79-Cus. I I 10. 159 dt. 17-9-79 
F. No. 355/70/79-Cus.I ~ 

I 

11. 136 dt. 27-6-79 J F. No. 355/70/79-Cus.I 

Nature of goods Name of the Importer Amount of duty foregone. 

---------------
3 4 5 

--------------·------
Mild Steel Plates and structurals S.A.I.L. 

Vegetable oil S.T.C. 

Do. S.T.C. 

Mild St(e) Plates and Structurals S.A.T.L. 

Aluminium ingots 99 ·9 ~·~ purity M.M·T.C. 

Mobile M~dical Clinics and spare Govt. Medkal Store, Madras 
parts. 

Aluminium Jnaota (99 ·9%) M.M.T.C. 

Refined Soyabean National Dairy Development 
Board, Baroda 

22,70,63,392 ·00 

23,83,49,603 ·92 

16,80,19,097 ·03 

62,74,86,026 ·51 

10,81,56,634 ·99 

15,28,80,169 ·19 

13,08,17,543 ·60 

1,,24,58,030 ·00 

• ... 
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The value of g;Jods t't1r rurposc-; of as\~s,m.:nt to 
custnms dutv is determined under section 14 of lhc Cuo;-
roms Act, t9f;2. Sub-Section I 2) 1 hereof emlww.!r" the 
Government to fix tariff values fur any d<~:o;s of ~~~r,J\Jrted 
goods having reg<trd to the trend of values or ,,•r:.:h or 
like goods for the purpose or )~\')'ill!! cuslllms .. !<tty on 
ad·mlarem b:1sk Accordingly, Govcrnm~:~~ h<tve 
tlxed tariff value:> in rl!sPect of dry fruits, fresh I ~LiiLs and 
other specified ~nons. These v:~luc-; are ,..__ .. ,.,~:·1 from 
time to time. The tariiT values of dn· fruits ·' · itX.;(i i:t 
1975 were n·,Jt revised till 1979. -\ccllrdi'1~ t" .. :- :mdit 
!Xlragraph, the invoi.:e value:. nf dry frui~~ ..• ,.,,IJ'tt'.d 
during the year-. 197:' to 1979 were ~t'much nwr.:- i1.10 the 
tariif values fi"cd in 1971 that the non-rcvisi•·•t >J tariff 
,a)ucs during these years resulted in short rcali >:"•:1 Of 
(. 'ustilms duty •n the extent of R~. 22 .tO crorc-... 

The Ministrv ,,,. Finance have n,,t ac..:e · .. xi the 
abuve figure of R.~. 22 ·40 cror~. They h:t.: :.tated 
that assuming that the tariff values thed in pr·; would 
have been in orcrauon at least for a year or '' : and a 
half vcars and thut the rise between 1975 :.:Fl 1979 
in tariff values wa-.. of a uniform order, additiurul reve-
nue which would have accrued ''ll the ba~is or :'Citional 
tariff values would be Rs. 6 ·On crore" arl'r<'~:matcly 
during the aforesaid rcriod. It is nnt. bo,· . .:;cr, the 
Ministry's case that the Price' of dry frui Is : .::·,uincd 
... tahle during the years 1975·1979 they ha\·e. 111 fact, 
accepted that the nrices did continuously ri<~: during 
these years. Whatever, therefore. be the exact qur:tum of 
loss of revenu~ between the two extremes of R!!. f, crore~ 
and ::!2 crorcs, the fact remains that the non-re1·::,ion of 
the tariff values o"er a long period of 4 year..; when the 
actual prices were g<,ing up did re•mlt in a very \L.:.r.f·llltil•l 
Joss of revenue. 

The authority given to the U;ntr;tl Guven~:nent to 
fix tariff values in Section 14(2) of the Customs Act is 
subject to the guidelines that the tariff values 'lht'uld be 
fil(ed "having regard to the trend of value of such or like 
good!.". lt is, thus incumbent on the C.entral (jo, '~1unent 
to ensure that the tariff values fixed by them du keeP 
pace with the trend of actual values. The C'-:,::<mittee 
are, therefore, unable to accept the wide .statement 
that there is no periodicity laid down in the law for 
the fixation of tariff value!!, the aforesaid provision 
apparently implies a periodicity in consonaJ;.:..; with 
the movements of actual values; of the particular goods. 
In the Committee's view, the basic pri,lciPie ,,f \·alun-
1 ion under Section J 4 is the value in the .; .. ,urse of 
international trade nnd a tariff value is only a value of 
convenience which can be adopted in the case ~)f goods 
whose value fluctuates within narrow limit~ Such 
tariff value has to keep pace with the trend (l' ~'~ctual 
values and a tariff value which loses its rdfition with the 
actual value in no more a proper v:due wi :1in the 
meaning of Section 14. 

86--
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The Appraising Manual of the Customs depart-
ment specifically prc>vides for an annual review of tariff 
values. During oral evidence on 22nd Octoher 1981 the 
Member(Customs) argued that these provh;ions of th\! 
Appraising Manual had. over the years, lost their rete. 
vance and, in his personal opinion, probably rightly so. 
He also stated before the Committee that there was "no. 
recorded conscious decision that it (revision) should be, 
done once year" From the written notes sent by the 
Ministry of Finance, however, the Committee find that 
the Minister for Rcv~nue and Expenditure had given 
orders in June 1979 that there should he a yearly or six 
monthly revision of tariff value<;. Further, in a inter-
departmental meeting convened by the Finance Secretary 
on lOth October, I 980, which was attended among 
others by the Commerce Secretary, it wa-; flJrma!ly de-
cided that the tarill' values should be reviewed every year. 
The statement madl' during the oral evidence on 
22-1<.'-19~1 that there wa<> w1 recorded decision for 
annual rcvicw/revisit.ln of tariff value" ,-.,,1,, therefore 
arparently incorr~t. The cnnclusion is inescapable that 
duting evidence befnre the Committee the represen-
tative of the Mini'itry of Finance was arguing only for the 
sake of argument in an altempt to cover up :1 rather 
serious lapse that had taken place. 

The Commiucc W(ltrid rcl.'omm.:nd that in this as 
well a._ in all oth:!r cases where !aritl" value... are fixed 
such values should be lo-cPt under Cllllstant watch tl; 
make •wrc thut tt,!.\' do nt~t <>t anv poim nf time. lapse 
their relationship \Vith the actual value~. The Com-
mittee would reitt~<• ted that tt-.is is an essential require-
ment of Section 14(2: of !he C'ustoms Act 1962. 

The Ministry Pt l·inan.:c have been fixing tariff 
values with reference ttl the prevailing market prices. 
When asked whether this was in ac..::ordance with the 
provisions of Jaw, which mentioned only thr: ,·alue in the 
course of international tr<~Je. the Ministr~ of Finance 
have stated that a rcfo:rl·n~'c ha., b~.--en made to the Law 
Ministry on this question_ The Committee W•luld re-
commend th'lt the quo:stion should be .;ortcd out quickly 
and the rcquiremelhS or thl' law •;IWuld h;: fully l.:•lmplicJ 
within fixing tarifT \aluc~ in future. 

Al.'cording tt• the public ntlticc i~sucd by the 
Ministry of Commet\:c in December 1977 the value of 
the imported dry fruits f•lr the purpose of debit to the 
CCP's (Cw;tom" Clearanc~ Permit") and for remittances 
to the suppliers through t ll.: h:lll '.;. as .;!so fl.lr the purpose 
of determining counter-hal;mcing cxrnn,. in respect of 
such imports, would be the v:\luc a~ declarcll in the 
~upplicrs' inv••ic""· Acc•.>rding t•l the Jnfl'rmation 
given by Audit tht: imui,:c htlue,.. of tmtWrts during the 
year 1975- -1979 amounted 10 Rs. I\~ -6~ 1.Tt •res. In 
·terms of the aforcsnid public IWti.:e the coumer-b.tlancing 
exports would be of the sam~: l"Jrder. The Ministry of 
Finance also deposed during the evidence that so far as 
exports are l.'Oncerncd the Cu~Wm· \\ ould not a !low any 
cxaggcriltcJ values t'i undcr-r:ttcd values and exports 
would go exactly in accordance with the values that 
should be the values under the Custom Act. If, there-
fore, the in\'Oice \'Ulues of the imports were not truly 
representati~·c of the ttdual values. as stated by the 
Ministry of Finance, but the counter balancing export~ 

.. ~ere ~'OtTectlr __ ~~l~~d_.j~_ wl)~l~_o._~~.t!~can_that a-~~~-~~-



1 

8. 

~. 

10. 

2 3 

2 ·85 M/o Finance 
(Dcptt. of 
Revenue) 

2 ·26 Do. 

2·87 Do. 

88 

4 
portion of the e~port earnings were illegally .retailled 
abroad. The Ministry or Finance have contended 
themselves with the statement that "this, however, should 
not create an impres<;ion that the manipulative remittances 
have gone unchecked. The Directorate of Bnforce-
mcnt which has the primary responsibility in this regard 
is reported to be having quite a number or casos under 
investigation". The Committee would like to have a 
detailed list of the importers in whose case the totals of 
invoice values of imports, and hence of counter h'\lancing 
exports, during the said years, exceeded Rs fifty lakhs 
each, the details or C:tses booked against them hy' the 
Directorate of Enforcement, the amounts in\·,1!ved and 
the results of inquiries so far comJlleted. 

The 0Jm:nittel! find that due to acute ,.,iH•rt.-ige of 
edible oih in the country in the year 1976-77, 1 h(:' •mprlrts 
of edible oils were allowed under Open General Licence. 
Due to continued shortages of edible oils resulting from 
stagnation in the production of groundnut and mustard 
seed in the count~, it was decided to canalisc the imports 
of such oils thtuugh State Trading Corporation with 
effect from 2-12-1978. The S.T.C. imports edible oils 
on Government account for supply to vanaspati industry 
for the manufacture of vanaspati and to the State Govern-
ments/Union territories for supply to consumers under 
public distribution system. For supply to the vanaspati 
industry, the STC imports crude soyahean od, crude 
rapeseed oil and crude palm oil/neutralised palm oil. 
For supply to States/Union Territories for the purpose 
of public distribution system, the STC imports RBD 
palm oil, RBD palmolein and also rapeseed oil. 

Customs Tariff Act, 1975, vide entry U ·07 im • 
posed a duty of 60 per cent on imports of vegetable oils. 
However, rrior to 1 March, 1979 total e:temption from 
payment o dutY on imporrs of vegetables oils wa~ allowed 
in pursuance of notification issued under section 25(1) 
of the Customs Act, 1962. Thi!i policy of exemption 
was modified with effect from 1 March, 1979 and a dut~' 
of 12! Percent was levied on all imports of such oils. 
Soon thereafter. the Ministry of Civil Supplies s~nt a pro-
posal to the Ministry of Finance fur tutal exemption from 
customs duty on imports of edihle oils through STC on 
the grounds thai -

(i) the imports were mc:tnt for ...:xac1smg 
moderating influence on the prices of in-
digenous oils bcc:~usc of which the l'lnde<-1 
cost should not be increased; 

(ii) it was not in the public interest to raise 1 he cost 
of vanaspati ~ and 

(iii) the prices fixed for public distribution of 
edible oils were to be ret:tincd at the slmc 

• levels. 
The Ministry of Finance did not agree to total 

~emption of duty. They, however, agreed to reduction 
of duty from 12! percentto S percent in thecasoofoils 
imported by STC consequently an exemPtion notification 
allowina STC to import three lakh tonnes of ediblo oils 
on paymont of conccssional rato of duty of S per ceat was 
iuuod on 17·3-1979 under section 25 (2) of tho Customs 
Act. 1962. Since ~ noti8cations aUowina iiiiPOI'tl 
of iPedflecl ~ Of tbelo oils at tho atoreslld ClOG· 
Cllllollllrato of duty have been lssuod from time to Mme. 



J 

7A · 2.30 

S8A 

3 4 

Min. of Settion 25(2) of the Customs Act, 1962 empowers 
Finance the Central Government to exempt, in the pub-
(Depu. of He intereSt and under circumstances of an 
Revenue) exceptional nature, from payment of customs duty, 

any roods on which duty is leviable. These ex-
emptions fall into two broad categoies, viz., ex-
emptions to trade and exemptions to individuals, 
i .1stitutions or organisations. The Committee 
are informed that exemptions to trade are 
: llowed oft broad economic considerations such as the differences in international and domestic 
prices. The exemptions are recommended in 
most of the cases by the administrative Ministries 
and considered by the Ministry of Finance to 
meet the scarcity of a. particular commodity at tl!e 
relevant time. The . exemptions to individuals 
and institutions are granted keeping in view the 
socio-economic objectives of the State so as to 
subserve the public:: interest. By and large, the 
exemptions in such cases are granted where the 
articles have been gifted and no outgo of foreign 
exchange is involved. The status of the recipient 
organisation and genuineness of the request of 
an individual are tak~n into account. Conditions 
are impose<l for fulfilment either before or after 
clearance of goods to ensure that the exemptions 
granted is utilised for the avawed objective. 

Do. Exemption notifieatipns re issued either with a 
limited period ._pf ya)jdity when the Deed for 
exemption from duty is for a 1imited period or 
without limitation of any validity period. The 
COmmittee are irlformed that the review of the for-
mer type of notifications is undertaken by the 
Ministry of Flnahce prior to the expiry of ·validity 
in consultation with the administrative Ministry 
but this practice is not followed in the latter type 
ef caset where the e&ntinuation of the exemption is 
reviewed . in ctmsultatiQD with -.the adminis-
trative Ministry oilly when it is ielt necessary in case of a pa.rficular notification • 

·--------·- .. -
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The Committee were informed during evidene that 
it is not possible to define "public interest" in 
precise terms or to spell out the exceptional cir-
cumstances under which ad hoc exemptions could 
be granted under section 2S(2) of the Customs 
Act, I 962. According to the procedure in vogue, 
each case for grant of exemption is examined by the 
Ministry of Finance in consultation with the ad-
ministrative Ministry and the exemption noti-
fication is is!'ued after obtaining approval of the 
Minister-in-charge. All such notifications are 
laid before Parliament. 

The number of exemption notifications issued under 
section 25(2) of the Customs Act, 1962 was 248, 
301, 198, and roo during the years 1976-77, 1977-
78, 1978-79 and 197g-8o respectively. The duty 
foregone as a result of these exemptions was Its. 
9·44 crores, Rs 15.52 crores, Rs. 59·98 crores and 
Rs. 245· t8 crores respectively during these years. 

A break up of I 1 cases where exemptions (duty effect 
-Rs. 184.52 crores were granted during the year 
1979-Bo and the amount of duty foregone was 
more than Rs. ro crores in each case is given 
below: 

{i) To SAIL for import of mild steel plates and 
structurals; duty effect-Rs. 22.71 crores and 
Rs. 62.75 crores. 

(ii) To STC for import of edible vegetable oil; 
duty effect-Rs. 23.84 crores and Rs. r6.8o 
crores • 

. (iii) To MMTC for import of aluminium ingots: 
duty effect-Rs. ro.82 crores and Rs. I 3.o8 
crores. 

(iv) To National Dairy Development Board, Baroda 
for import of refined soya bean; duty effect-
Rs. 19.25 crores. 

(v) To Government Medical Store, Madras for 
import ef mobile medical clinics and spare 
parts, duty effect-Rs. 15.29 crores. 

Section 25(1) of the Customs Act, 1g62 e~powers 
the Government to grant in the public interest 
exemptions generally from payment of customs 
duty. The Committee have been informed that 
revenue efFect of exemptions granted under section 

25(1) was of the order ofR.s. 205 crores in 197g-8o. 
-------------------------------------------------------
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As against this, the revenue effect of advanee 
exemptions granted under Section 25(2) during 
1979-So was Rs. 245.18 crores in 100 cases. 
Considering the list furnished to the Committee 
giving details of 68 cases in which exemptions 
jnvoiving a duty effect of over Rs. 25,000/- were 
given during the year 197g-8o, and the cases of 
grant of exemption to STC for impon of edible oil 
and to SAIL for import of steel, dealt within 
this report, and the fact that the number of such 
notifications issued were 248, 301, rg8 and 
roo during the year 1976-77, 1977-78, 1978-79 
and 1979-80 respectively, the Committee cannot 
but co11clude that the power vested in the execu-
tive to grant exemptions only in"public interest" 
and "under circumstances of an exceptional 
nature" has been exercised too liberally and in 
some cases in utter disregard of the intentions 
of Parliament. 

The Committee have been informed that no guitle-
lines have been laid down spelling out the circum-
stances under which exemption from duty are 
granted. In. the absence of any such guidelines 
the exercise of such power has, in the opinion of 
the Committee, become a matter of arbitrary 
exercise of discretion and Parliament and the 
people are not able to judge whether .such powers 
have been properly exercised. The need for some 
guidelines is still more necessary in view of 
the fact that tho revenue foregone as a result of 
these exemptions has increased from Rs. 9·44 
crores in 1976-77 to as much as Rs. 245.18 a-ores 
in 1979-Bo. The. Committee feel that the power 
to grant exemption is an unusual, extraordinary 
and exceptional power given to the executive 
and it is im~rative that adequate safeguards 
should be there to ensu1'e that these powers are 
used sparingly and there are no chanc~ of their 
being misused. Further, the Committee expect 
that occasions on which powers under section 
25(2) have to be exercised will be rare and the 
test of these being in the public interest and 
satisfy the circumstances of an exceptional 
natllre as intended by Parliament. 

--·----------------------------
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The Ceminittee ebtlerve · th.at aftc the ctant ef 
exemption by the Ministry of Finance, on the 
recommendation of the administrative Ministry, 
the Ministry of Finance has no feed-back from 
the later to evaluate . whether the exemption 
has served the purpose for which it was granted. 
lt is left to the administrative Ministry to 
evaluate whether the conditions laid down in 
the exemption notification have actually been 
fulfilled. The Committee consider thH arrange-
ment to be totally unsatisfactory because except 
for assessment of public interest at the time of 
grant of renewal of the exemption, the Ministry 
of Finance does not get any information from the 
administrative Ministry nor the Finance Ministry 
cares to find out from the administrative Ministry 
as to whether the purposes for which an exe-
mption has been granted has actually been achieved. 
The Committee therefore recommend that the 
Ministry of Finance should evolve some mechanism 
to establish a monitoring system to review 
periodically h()W far ·the objectives behind the 
grant of. exemption have been achieved. On the 
basis· of the requisite data obtained from the 
adnllnistrative Miiiistry in regard to each exe~ 
mption granted under section 25(1) or 25(2) 
of Customs Act and after ensuring that the 
intended public interest has been served and the 
revenue foregone ~y grant of exemption has not 
been misused, the Mihistry of Finance should 
decide whether the exemption should be allowed 
to continue. 
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The latest exemPtion order No. 28 dated 28-2-1982 
is for import of 2 lakh tonnes of edible oils at the con-
ce-;sional rate of duty and is in force upto 31-7-1982. 

During lhe oil year 1979-80, STC imported 
11 ·49 lakh tonnes of edible oil~ at a cost of Rs. 617 ·18 
crores. During 1980-81, the quantity imported was 
10 ·74lakh tonnes at a cost of Rs. 516 ·00 crores. The 
indigenous J')roduction of edible oils in the country was 
24 ·40 lakh tonnes and 25 ·03 lakh tonnes during the 
years 1979-80 and 1980-81. 

The Committee have been inf'-'rmcd that there was 
perceptible faJI in the prices of edible oils in the inter-
national market .after September, 1979. For examPle. 
the prices of soyabcan oil in the international market 
ranged between Rs. 6188 and Rs. 6358 per metric tOrtne 
in July- September,1979. In ctobcr-December, 1979 
the price of this oil ranged between Rs. 5661 and 
Rs. 6035 and between January-March, 1980. it ranged 
between Rs. 5117 and 559. The priQ.."S fell ito between 
Rs. 4544 and 5488 in October-December, 1980 and 
further fellin the range of Rs. 4230-4760·betwcen January 
March, 1981. Similar downward trend occurred in the 
prices of ther edible oils. Inspite of this downward 
trend in the international prices of edible oils, and the 
continuing concessional rate of duty, the consumers 
were charged the same rate for these oils. 

The issue price of edible oils er tonne suppliod to 
the States/Union Territories for distributi on through 
public distribution system since April-June, 1979 has 
been : 

Rs. 6300/-
Rs. 8000/-
Rs. 6000/-
Rs. 7750/-
Rs. 6400/-
Rs. 7750/-

rapeseed oil (crude) 
rapeseed oil (refined) 
RBD palm oil (bulk) 
RBD palm oil (in tins) 
RBD palmolein (bulk) 
RBD palmolein (in tins) 

It will be seen that although STC w1s purchasing 
oils at much cheaper rates in the international m'lrket 
and was also availing of duty concession, no reduction 
in the aforesaid issue prices was effected by the Govern-
ment. There was also no change since September, 
1979 in the prices of soyahean oil (crude), raJ')esced oil 
(crude) crude palm oil and neutralised palm oil supplied 
to vanaspati industry. These prices ranged between 
Rs. 7060/- and Rs. 7210/- Per tonne. The result was 
that while the Ministry of Finance and foregone custOIDS 
duty to the extent of Rs. 40 crores during 1980-81, the 
surplus available with the STC on accout of edible oil 
imports was to the tune of Rs. 80 cror~s in that year 

The Committee were informed during c\'i 
dence that STC was operating an agent of the Govern-
ment and the surplus generated on this account would be 
appropriated by Government and deficit, if any, was to 
be reimbursed to STC. The Committee are of tho view 
that this makes the position still worse as it indicatod 
that Government resorted to profiteering at the coat or 
tho consumers. The Committee were further informed 
tha& imports at concessional rato were beiDJ allowed ., a 
part or owrall odiblo oil poJicT and with the objocdw or 
maiDtalnJaa stability iD the PrtCel 0( edible oils in view Of 
tho luctuatiODS in tbo lnternatloaal odlblo oil altuadoa • 
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It was fllrther stated that as there wa!> a wide gap in the 
prices of imported oils supplied throu(Ch public distri· 
hution system and the open market pr1ces of edible oils. 
it was felt that any reduction in the price of imported oils 
would further widen the gap. 

The committee feel that the plea of the Ministry 
of Civil Supplies that these prices we•c not reduced in 
order to maintain stability in the prices of edible oils and 
as ~t part of overall oil policy is totally unconvincing. 
They would like to point out that the basic objective of 
granting exemption in duty on the imPt'tted edible oils 
wac, to cno;urc the' supply of these nils to the consumers 
at reasonable prices. With the fall in the STC 'spur-
chase prices of imported oils, the bcnctit should have 
been passed on to the consumer so that. the consumer 
could ha\e gN snme relief at lea~t <m one count. In 
this cro.1 of spiralling price rise. Since imported oils 
made available through lhc public distribution system 
constituted ahout 20 per cent of the total household 
consumption nf edible oils in the coumry, any reduction 
in the prices of imported oils would have made an impact 
on the prices of indigenous edible oils leading to a fall in 
its price~. Further, as about .50to 60 roer cent of the 
inworted edible oils v.1as being supplied to vanaspaLi in-
dustry, Government by supplying thc~c oils to the indus-
try at reduced price could have prev:~iled upon the manu-
facturers to reduce the price of vanaspati thus resulting 
in stlmc relief to the consumers in the. ~~ vailability of 
vana.,pati. What is still more shocking is that the 
Government\ ~:nntinuance to charge the same prices 
for imported oils even after the fall in the Stnte Trading 
Corporatitm's purchase prices enabled private parties to 
exploit the situation and make exorbitant profits by seJI-
i ng oil, imported at cheaper price.s n the basis of contracts 
entered into hefon: canalisntit1n at th.: hi¥h price-; rrevail-
i ng in the open 111::1 rket. 

All the~c fa~:!'- dearly dcnwnstrJte the scant re-
gard Go\crnmcm di~played tow&rd~ the interest of vast 
mulutu·.lc;, •)f h·:l!ll·!>'> cmsum ·:-. i·1 1~1~.: ~,;Ountrv 
The Committee cannot but express their deep anguish it 
thi~ Jar~e (lll the part of the Government. 

Th..: 0-•mmitl.;!;: arc of lhc vit'l\ th.n the Ministry 
t•f Finance (0e(1artmcnt of Revcnut:) have ~llso failed 
in their duty ll' ensure: that the objectives behind the 
gr.tnt tlf excmpti•.Jn 11..:r..: actually bctng fulfilled. ft was 
the Ministry of Finance which b::r gr11nting exemption 
from cust•)m~ dut) was losing revenue and it w••s the dut)' 
ofth:tt Mini~;try, wh...:n n:questi> ll.lr t.:ontinuing the exemp-
tion wei'C received frnm the :ldministr::tive Ministry 
from time IP time t<' h<.~ve en~;ured that th<: purposes for 
which the cxemmion was gi\,en wen· actually being 
:tchievt:li. The H·r:v fact that while the Ministry or 
Finance l·l~L revenue am~'unting w R'- 40 cr<Jrc·• in 1980-
XI as a result of excmpti~m from duty <~n im{"!Ot1ed edible 
nils, the Stall~ Trading Corporation t>.arned a surplus or 
Rs. HO 'rorcs and still the exemption continued to be 
granted as anJ when request w.ts rc\:eiv~·d, ~:h.:arly shows 
th:tt the Ministry t)f Finan'-=~ cnntinucd to issue exemp-
tion order'> ~s a matter of routine withOllt examining 
afrc~h the propriety of continuing this exemption on the 
touchstone of conditions as laid down in stx.'tion 25(2) 
of the Customs Act. 1962. Thi~ further fortities the 
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was no monitoring or feedback system in the Ministry 
of Finance to ensure the desirability or otherwise of 
continuing srant of exemptions. The Committee are 
firmly of the view that whenever any exemption is granted 
or a decision is taken to extend it for a further period, 
the two conditions as laid down in Section 25(2) of the 
Customs Act, 1962 are fu1filled. The Ministry of Finance 
must ensure that the extraordinary power delegated by 
Parliament to the Executive is not exercised in a routine 
manner but is exerci~ed with due care and caution. 

The Committee find that the import of edible oils 
under O.G.L. (Open general licence) was terminated with 
effect from 2·12-1978 and from that date all such imports 
have been canalised through STC. According to the 
prescribed procedure as and when a ban or canalisation 
order is issued in the middle of a licensing period, which 
is from 1st of April to 31st March every year, it is not 
incumbent upon the Government to honour the pre-ban 
or pre-canalisation commitments. In the instant case, 
however, the canalisation order issued on 2-12-1978 in the 
middle of the licensing period, clearly provided 
that all firm commitments made prior to that date would 
be ho.noured by grant of import licences on receipt of 
applications within fifteen days. This resulted in 
receipt of 636 applications by the Chief Controller of 
Imports and Exports and grant of 476 licences to Private 
Parties who imported a total quantity of 3 ·57lakh tonnes 
of edible oils during the year from 1978-79 to 1981-82. 
A number of applicants whose claims bad been rejected 
have filed writ petitions in the High Court and the final 
outcome of these cases wou1d depend on the decisions 
that may be taken by the COurt. The Committee 
would like to point out that Government were well 
aware of the high margin prevailing in the market on the 
imported oils and of the fact that the private importers 
were under no obligation to make the oil available 
to the public reasonable prices. During evidence, the 
Secretary, Ministry of Ovil Supplies, conceded that the 
private traders took advantage ofthe then prevailing 
domestic prices and made a sizeable amount of profit. 
The COmmittee would therefore like to be apprised of the 
Precise reasons which prompted the Government to 
undertake to honour the commitments made by private 
parties prior to 2·2·1978 for import of edible oils in the 
country. 

The Committee find that there is at present no 
statutory price control over vanaspati. The vanaspati 
units about 90 in number and spread all over the country 
supply vanaspati under the voluntary price discipline 
arran,pment at the stipulated prices and within the ranges 
agreed to on mutual consultation between the industry 
and the Government. Under the existing system about 
~0 to 60 ~nt of the edible oi~ imported by the STC 
ts made available to the vanaspata industry for manufac-
ture of vanaspati. The vanaspati units submit to the 
Government returns of their total production as also the 
names of parties to whom the supplies are made by them 
The voluntary price arrangement imPlies a certain self· 
imposed discipline on the part of the manufacturers who 
are responsible to discipline their wholesalers and 
retailers. If any wholesaler or retailer sells vanaspati 
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at higher than the stipulated price, it docs not cons-
titute an offence but only violation of the voluntary . 
price practice and if such an instance is brought to the 
notice of the Government, the latter can only compel the 
manufacturers to take action apinst the particular 
offenders. 

The ex-factory price of vanaspati under the volun-
tary price restraint by the industry was Rs. 192/- per tin 
of 16 ·S kg. since April, 1981. The Committee under-
stand that this price has now been raised to Rs. 2171-
To this price, the industry is permitted to add the inci-
dence of transport and distribution charges and whole-
salers' and retailers' Commission. The Committee 
have ~n informed that the prices at which imported 
edible oils are finally available to the consumers through 
the public distribution system have been ranging between 
Rs. 8 ·SO and Rs. 9 ·SO per kg. as against the market 
price of Rs. lS to Rs. 16 Per kg. for indigenous oils. 
From the large number of complaints being received from 
the public and voiced in the press, it is clear that the com-
mon man, even in the capital, is not getting vanaspati 
at the so called voluntary price. In fact loose vanaspati 
is almost never available in the open market; it is diverted 
to black market and the distribution system is beset 
with a number of malpractices. There have also been 
complaints regarding profiteering in imported edible 
oils by the owners of fair price shoPs. If this is the 
condition in the capital, the pli~Jht of the poor con-
sumers in far-off and remote areas m the country can well 
be imagined. The Committee were dismayed to hear 
the representative of the Ministry of Civil Supplies during 
evidence who expressed ignorance about any such com-
plaints. Clearly the administration has lost aU touch 
with reality and the Ministry Civil Supplies has com-
letely failed to monitor the actual distribution of the 
vanaspati in the country. The Committee would re-
commend that Government should take effective 
measures under the Essential Commodities Act in co-
ordination with the State Governments to plug all loop-
holes in the network of actual distribution of vanaspati 
and take stern measures against the offenders in order 
to ensure that the vanaspati is actually available to the 
consumers at the fixed price without any difficulty even 
in the remotest corner of the country. 

The Committee note that the production of oilseeds 
in the country has remained stagnant during the last 
about 10 years. On the other hand, demand for edible 
oils has increased with the result that Government had 
to spend huge amounts on the imports of these oils. 

The cost of imports of edible oils through STC 
was to the tuneofRs.479 ·83 crorcs in 1978-79,Rs. 617 ·18 

· crores in 1979-80 and Rs. 516 crores in 1980-81. This 
is a matter .Pr deep concern particularly at a time when 
the country is facins a large foreign exchanae deficit and 
has been compelled to so in for large scale foreign 
borrowings. The Committee are diStressed that this 
vital sector of agricultural economy which provides rich 
protein to the vast segment of our population has been 
nealccted all these years and has been left untouched 
by the Green Revolution. The Committee arc of the firm 
view that the country cannot afford to spend l&!F, sums 
of scarce foreign exchange on the import of cdiblo oils 
when with a little effort indipnous pJOduction can be 
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stepped uo to meet the entire domestic dem'lnd. The 
Committee therefore recommend that Government 
should immediately chalk out a detailed strategy and 
time-bound programme to increase the production of 
oilseeds in the country so as ~o attain self-sufficiency in 
this vital field at the earliest. 

The indigenous production of steel in the 
year 1978-79 fell short or the estimated demand due to 
various reasons, the most important being the short-
age of coal and power. 1t was then estimated that 
there would be substantial shortfall in the availability 
of steel items particularly to the users in the core sector, 
and in that context it was decided to import sufficient 
qwrntities of various categories of steel to meet the 
requirements of the consumers. The prevailing inter-
national price of steel at that time was substantially 
higher than the domestic prices and, according to ~he 
Ministry of Steel, if the imported material was supphed 
to the producers at the imported price plus duty it would 
have led to cost push effect on the entire economy. The 
Ministry of Steel, therefore, approached the Ministry of 
Finance for grant of exemption from customs duty on 
the imported steel items to enable the Steel Authority of 
India to pass on the imported steel to the consumers at the 
price at which similar indigenous items were to be 
made available by the steel plants. 

The Committee find that the Ministry of 
Finance issued two e1CemPtion ord~. one on 29 July 
1978 and the other on 29 November, 1978 for the import 
of a total quantity of 469,000 tonncs of various items of 
steel ~gainst which a total quantity of 245,000 tonnes 
only was imported during 1978-79. Similarly, d•Jring 
1979-80, against the exemPtion for import of 9,50,000 
tonncs of steel items, 9,00,200 tonnes were imported 
including spillovers from previous year. In 1980-81, 
while the quantity exempted was 6,92,000 tonnes, the 
quantity imported was only 4,95,800 tonncs including 
spj])overs from the previous year. During evidence the 
Special Secretary, Ministry of Steel admitted that 
shortage continued and the import was not really quite 
commensurate with the requirement." 

The Committee find that the exemption under 
Section 25(2) of the Customs Act, 1962 was granted in 
this case for import of steel to make up the gap between 
demand and supply which according to the Ministry of 
Finance was essential in the public interest. But since 
the quantity of steel imPOrted during 1978·79 was only a 
little more than SO% of that exemPted from duty, it 
failed to achieve the desired objective. The very fact 
that even the entire quantity for which e11emPtion was 
granted on 29 July 1978 coulcJ not be received even till 
March 1979 i.e. after 8 months, clearly shows that the 
requisite sense or urgency was Jacking and after obt::~in­
ing the exemPtion orders, the Ministry of Steel proceeded 
in the matter of obtaining these steel items in a leisurely 
manner. The result was that the shortage of steel in the 
country continued, black marketing in steel items 
flourished and the consumers continued to be fleeced 
defeating the very purpose for which the exemptions were 
granted. In the meantime, he parties who were import-
ing these steel items under back to back arrangements 
were able to import these items and these panics taking 
advantage of the scarcity conditions in indigenous --------------------------------------
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market, earned huge profits. The Committee would 
like to e'ltPress their serious concern at this lapse on the 
part of the Ministry of Steel to arrange within a reason-
able time the import of such steel items in respect 
of which exemptions had been granted. 

The Committee find that when the Ministry of 
Steel approached the Ministry of Finance for grant of 
exemption from duty on import of steel in the year 1978-
79, the former had only given information in regard to 
the extent of shortfall without furnishing figures of the 
total indigenous demand or actual availability of the 
material in the country. The representative of the 
Ministry of Fina~ admitted during evidence that they 
had "trusted" that aU relevant factors regarding the 
total prod1.1ction and total demand in the country were 
taken into consideration by the Ministry of Steel and that 
the Ministry of Finance granted exemption only on the 
basis of the figures of shortfall and also the fact that the 
international price being high duty will add to the domes-
tic pooled price. The Committee are shocked to find 
that the Ministry of Finance who are supposed to be 
fully equipped v.ith all the data essential to examine 
the proposal for duty exemption should have granted 
exemption in the absence of such vital information. 
The Committee cannot but reach at the conclusion that 
the Ministry of Finance did not apply their mind inde-
pendently whether the exemptions asked for by the 
Ministry of Steel from time to time were actually essential 
and were inthe public intere!it. The Committee would 
like the Ministry of Finance to be more careful in future 
while taking a decision on requests for exemPtions. 
As already stated in para 2 ·93, they would like the 
Ministry of Finance to be more careful and obtain all 
relevant information and arrive at an independent judge-
ment before grant of exemPtion . . 

In resPect of iron and steel items for which SAIL 
is the canalising agency, imports are made on back to 
back basis and under buffer scheme. The former are 
against specific demands of parties. Imports under 
buffer scheme are distributed at indigenous prices under 
the price pooling arrangement. The material imported 
under this scheme is distributed as per the procedure 
laid down by Joint Plant Committee/Iron and Steel 
Controller from time to time. The Committee were 
informed that out of the total steel items imported during 
1978-79, 68 per cent were supplied to Government and 
public sector organisations and the remaining 32 per cem 
to the private sector. Out of the 32 per cent of steel 
items supplied to the private sector, 2 per cent went to the 
smaU scale units. The Committee were also furnished 
with statements which showed that many private parties 
were supplied the same steel products both under the back 
to back arrangement as well as under buffer scheme 
during the years 1978-79 and 1981-82. While the former 
paid duty, the latter was etempted, The Committe ore 
unable to appreciate why the same parties who apparently 
could bear the duty burden were also sppphed duty free 
steel under the buffer scheme. The Committee would 
therefore urge the Government to examine whether in 
is necessary to continue to grant exemption frOm duty it 
respect of steel supplied under the buffer scheme. Th 
Committee also recommend that the existing policy of 
supply of duty free steel to the private sector should be 
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critically ~ewed in the interest of revenue as also to 
prevent malpractices inthe distribution and sale of steel 
products to tbe coasumers. · 

Tile Committee find th.at the Ministry of Finance 
issued an exemPtion order on 23 December, 1978 for 
import of 75,000 tonna of steel ingots. The exemption 
was sought by the Ministry of Steel on the ground of 
shortfall in the availability to the Rourkela and Bokaro 
steel plants to enable them to roll the same into finished 
products. However, this order was not operated in 
1978-79 and no material was imported in that year aflinst 
this order. The e¥emption order was amended twace in 
the year 1979-80 to substitute for the imports of 75,000 
tonnes of steel ingots-first on S June 1979 for import of 
30,000 tonncs of steel ingots and 30,000 tonnes of slabs 
and tl.gain on 18-9-79 for 75,000 tonnes of slabs. Then 
a~ain in 1980-81, on 21 April, 1980 the order was amen-
ded for import of 50,000 tonnes of stabs and 15,000 
tllnnes of billets. The Committee were informed by the 
representatives of the Ministry of Finance during 
evidence that tho Ministry agreed to convert the exemp-
tion order for idgots to slabs and billets because •'the 
rate of duty was the same" and that "it would have 
been possible to issue a separate order". 

The committee are surprised at the casual manner 
in which the MinistrY of Finance continued to amend 
the exemption order from time to time. The exemption 
from duty is granted for the import of a specific item 
required to meet a particular situation which in this case 
was to supplement the stock because of reduced indige-
nous availability. The Commi!tee fail to understand how 
the shortage of c. particular i tern exempted from duty 
could be met by its substitution by various other items 
and that also after a lapse of over 16 months when the 
conditions might have totally changed. If there was 
shortage of billets and slabs tn the country and the 
Ministry of Steel wanted to import the~e itlms duty 
free, the right course for the Ministry of Finance would 
have been to consider the request for exemption inde-
pendently and issue a fresh exemption order. That this 
was not done is regrettable. The Committee must point 
out that conversion of one item into another in such 
manner tantamounts to b)-passing the intention behind 
the provisions of section 25 of the Customs act and 
should not be resorted to. 

The Committee observe that the entire quantities 
of various items of steel exempted from payment of duty 
in a particular year wen- not imported in that year itself. 
For example, certain quantities of various items like plate 
and structuraJs exempted from duty in the year 1978-79 
were actually imported in the year 1979-80. Likewise, 
part of the exemptions granted in the year 1979-80 was 
actually operated in the year 1981-82. It has also been 
noticed that in the case of various items the imported 
price of the same item was more in the subsequent year 
when these items were actually imported. For example, 
the structurals were imported @ Rs. 2820/- per tonnes in 
the year 1978-79 but the price paid in the year 1979-80 
was Rs. 3,362 i.e. about Rs. 530/- per tonne more. 

In this connection, the Committee find that the 
eXemption orders in respect of steel products Usually 
indlc:alto the QUantity aUoWod to be imported duty free 
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but the period upto which import is to be made is not 
indicated· No wonder, the ministry of Steel and SAIL 
take their own time in placing orders and ])rocessing 
shipmentS, and the Ministry of Finance do not themselves 
bother to see whether duty free impests have actually 
taken place within a reasonable periOd. The Com-
mittee feel that the Government should prepare their 
import planin the beginning of each financial year and 

· work out time-bound programme so that spiUing over 
of importsfrom one year to another is obvtated. The· 
Committee also recommend that the exemption orders 
should invariably specify the period of validity so that 
the administrative MinistrY and the Finance Ministry 
are in a position to scrutinise the implementation of an 
existing exemption order before its expiry and then 
consider whether further exemptions to similar products 
are at all necessary. 

The Committee note that the Ministry of 
Finance issued an exemption order on 31 May 1980 for 
various items of steel where in an "additional" quantity 
of 1,00,000 tonnes was specified. It was mentioned in 
the order that the items would be intimated to the ports 
separately as and when the details of the same were fur-
nished by the Ministry of Steel. The Committee con-
sider it very strange that the Ministry of Finance issued 
such a vague exemption order for import of "additional" 
quantities of steel items as it is not in consonance with the 
provisions of Section 25 (2) of tht' Customs Act, 1962. 
They therefore, desire that each such order should, 
in future, be specific in respect of each item required to be 
imported. 

Under the present arrangement regarding 
distribution of Steel, while a few customers like railway 
projects, defence qnits etc. get the supply directly from the 
steel plants, most of the requirements are met from the 
stockyards. After meeting the priority requirements, the 
available materials is distributed through the network 
of stockyards. The stockyards cater directly to the 
requirements of all DGTD units. The requirement 
of small scale units are met through State 
Small Industries Corporations. The Iron and Steel 
Controller monitors supplies to these Corporation. 

The Committee were informed hy the Vier Chir-
man SAIL during evidence that in the stockyards there 
are slow moving and fast-moving items and that in res-
pect of supplies to trade there was a premium on steel 
ttoms which were in short supply. The stockyards were 
expcctedto sell not only premium items but also others 
which had a discount. When the Committee wanted to 
know whether separate compensation accounts were 
maintained in respect of such sales, the Vice-Chairman, 
SAIL stated .. At the corporate level with which I am 
concerned, I can say if' anyone has done it, we have not 
acooptOd the liability". The Committee however, find 
that the following docision was taken by the Board of 
Diroctors of SAIL on 4 June, 1980: 

"It was explained to the Board that package transacti-
ons ofthis nature are involved in the steel and other 
trades. But this was storped in steel three years 
ago. The Board further fee that these transactions 
should bo settled · separately rather than account 
boins maintained over a periOd ·of time." 

--··-------------------------
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When the Committee pointed out that it might not 

always be possible to square up the accounts of each 
person, the Vice-Chairman, SAIL stated before the 
Conuruttee: "In each lot, he can take some pemium 
item and some slow-moving item so that the amount 
of premium is to that extent squared up with the dis-
count .. ~ He also stated that the Board had approved 
a proposal for settling commitments made to the tradeon 
account of such deals concluded prior to November, 
1978. Thus, package transactions prior to November 
1978 were legalised by the Board, thOSe between 
November, 1978 and June 1980 were teated as illegal 
and for subsequent period it ws decided that package 
deals would not be recognised. 

The Committee would ike to be informed whether 
the Ministry of Steel was aware of the prevalence of 
package deals in the sale of steel items to trade from 
SAIL's stockyards and if so, whether any action was 
taken in the matter. The Committee would also like to 
know whether any compensation claims from the trade 
are pending and what is being done for their disposal. 

·---- ------··---·· .. --. 
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