
psr cent that for manufactured products 
•hovfj ft rise of 3 >9 per cent However, 
if  the food products group (which include* 
edible oil* arid sugar, khandsari and gur) 
is eliminated, the price rise in manufac
tured goods would be only 4-0 per cent.

It will thus be seen that higher price*
«f raw materials have not resulted in any 
undue increase in the price* of finished 
product*, nor should they have exerted 
any adverse influence on industrial produc
tion. Tad »tr«al output has been affected 
to a certain extent by shortage of coal and 
electricity and bottle necks iu rail transport.
These are being tackled and, with improve
ment in theie sectors industrial production 
should do better. In the meantime,
Government nas b<vn undertaking sizable 
imports of critical items like iron and steel, 
cement, soda ash and rubber to relieve 
shortages.

G uideline* regarding rash ia  hand 
by •  company

764-SHRI S S DAS: Will the DE
PU TY PRIME MINISTER AND MI
NISTER OF FINANCE be pleased to 
state:

(a) ^what are the rules and guidelines, 
unuer’ the Income-tax Act or Company Law 
as to how much “ cash in hand” a com
pany can keep; and

(b) what is the system to cherk that the 
so called cash in hand, is actually in pos
session of the company and not used for 
illegal purposes?

THE MINISTER OF STATE IN 
THE MINISTRY OF FINANCE (SHRI 
ZULFIQJLJARULLAH) : (a) Under the 
Income-tax Act or Company Law, there 
are no rules or guidelines as to how much 
“ cash in hand”  a company can keep.
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0 >) Under the Income-tax Act, 1961, 
and the Company Law, thrre ts no system 
to check that the so called cash in hand 
is actually in the possession of the com
pany at any given point of time. The 
only exceptions to this under the Income- 
tax Act are when search and seizure or 
survey operations are carried on m the 
case of a company under section 13a/ 
133A of the Inocme-tax Act, 1961 when 
actual cadi balance could be taken and 
tallied with die position reflected in the 
books of accounts. In case of any differ
ence in the cash balance as per the 
books of accounts and the cash balance 
found on actual tally necessary enquiries 
and investigations are made to find out 
how the difference is accounted for. Under 
~  Law, the only check on auh

,j ft* per the established auditing
_w  a t the time of audit when cash

pfcya4caHy verified by the auditor*.

Aastt* o f M i* * *  aad Companl— 
•elsod  by P a k lstu

765. SHRI KIRTI BIKRAM DEB 
BURMAN: Will the Minister of COM
MERCE, CIVIL SUPPLIES AND CO- 
OPERATION be pleated to state:

(a) what percentage of the Indian 
Nationals/Companies whose assets were 
seized by Government of Pakistan during 
indo-Pak conflict of 1965 a* “ enemy pro
perty”  ad hoc grant of 95 per cent of the 
value of verified claims has so far been 
paid}

(b) the total amount of such grants paid 
so far; and

(c) in how many cases the claims have 
not so far been verified and the reasons 
for the delay?

THE MINISTER OF STATE IN 
THE MINISTRY OF COMMERCE, 
CIVIL SUPPLIES AND COOPERA
TION (SHRI ARIF BAIG): (a) So far 
payments have been made in respect of, 
approximately, 10% of the claim cases of 
Indian nationals/companies whose assets 
iivrakistan were seized by the Govern
ment of Pakistan during Indo-Pak conflict,
1965.

(b) The total amount of ex-gratia 
grants paid so far is Rs. 23 80 crores.

(c) The number of claim cases pending 
verification are 26475. For computing the 
verification of claims, location of pro
perty, area of the property, the year of 
construction of the building, nature of 
forest, bank balances etc. are taken into 
consideration. Hence the verification of 
claims is a complicated and time con
suming process. However, all out efforts 
are being made to verify claim cases, 
expeditiously.

DagU Committee report on control 
and subsidies

766. SHRI VASANT SATHE: Will the 
DEPUTY PRIME MINISTER AND 
MINISTER OF FINANCE be pleased to 
state:

(a) whether Vadilal Dagli Committee 
on control and subsidies have submitted 
its report to the Government j

(b) if *0, what are the important find
ings and recommendations made by the 
Committee;

(c) details of action/decision by Govern
ment on the repor ; and

(d)f he names of the Ministries involved 
in follow-up action aad their reaction to 
the recommendation* made by the com
mittee?
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THE M i m s ™  OF STATE IN THE 

MINISTRY OF FINANCE (SHRI 
SATISH AGARWAL): (a) Yes, Sir.

(b) Important findings and recommen
dations made by the Committee are sum
marised in the statement enclosed.

(c) & (d). The report is still being 
processed in consultation with the con
cerned Ministries/Departments. All eco
nomic ministries and other concerned 
organisations including Planning Commis
sion and Reserve Bank of India will be 
involved in the processing of the report.

Statem ent

The Vadilal Dagli Committee has 
observed that both controls and sub
sidies helped promote a number of policy- 
objectives and that in the context of pre
sent unequal distribution of wealth and 
income together with imperfections in 
market systems in India, controls and 
subsidies are necessary.

The Committee, which was consti
tuted by the Government of India, sub
mitted its report on May 15, 1979, to the 
Deputy Prime Minister and Finance 
Minister, Shn Charan Singh. The Com
mittee has concluded that many war
time controls, introduced to meet an 
emergency situation, were gradually ab
sorbed into a system devised to meet the 
need of long-term planning. There has 
been a multiplicity of control* to meet 
various objectives and there arc instances 
whete control* have rem-uned long after 
the need for them had been over. The 
control system today has become to com
plex that even the executive authority 
responsible for implementing them are 
unaware of the exact control system 
which they have to implement.

OBJECTIVES FOR CONTROLS

The Committee recommends following 
objectives for controls in the country)

(a) that scarce national resources get 
directed to priority sectors as per 
national plan and public policy;

(b) that the basic consumption needs 
o f the people are met, in particular, 
the needs of the weaker section of th« 
society, are provided at prices within 
their reach;

(c) that disparities in income and 
wealth are reduced and undesirable 
concentration of power prevented;

(d) that employment aad income for 
large masses of people are protected by 
promoting growth of the decentralised 
sector; and

(e) that self-reliance it pursue* 
by promoting technological capability, 
import substitution ana exports in tone 
with the resource endowment of the 
country.

The Committee recommends that con
trols and regulations should have limited 
period of validity and these should be 
reviewed periodically, say once every five 
years. The control system should be 
simple and the points of control should 
be as few as possible.

All subsidies should similarly have a 
validity of no more than three years and 
before any subsidy is extended beyond its 
stipulated life, a review of its costs and 
benefits should be placed before Parlia
ment by concerned Departments. The 
target group likely to benefit from any 
subsidy should be clearly identified and 
the fact should be adequately publicised 
to ensure that subsidies do reach the 
target group. The Committee also recom
mends that subsidies should be overt, so 
that costs and benefits thereof can be 
identified.

DISTRIBUTION SYSTEM

According to the Committee, price 
controls by themselves are of no value 
unless accompanied by an effective 
distribution system and control of Govern
ment over an adequate share of the supply 
of the controlled item for public distri
bution. Moreover, control over prices 
should not be such as to discourage pro
duction of controlled items. The Com
mittee recommends that control over prices 
should be limited to articles which go 
into die consumption of common man, or 
to intermediate goods which are either 
basic or necessary for manufacture of 
consumption goods required by common 
man, or are essential inputs for the de
centralised sector affecting large employ
ment.

In the matter of agricultural prices 
focus of attention should be relative prices 
of competitive crops so that optimum 
utilisation of land may result from sup
port prices. The Committee further re
commends that an adequate buffer stock 
should be built up, to help management 
of supply of all items, the output or supply 
of which is subject to large fluctuations

INDUSTRIAL LICENSING

In regard to industrial licensing, the 
Committee finds that type* of integration 
between industrial licensing and over«tt 
planning which had been achieved during 
the Third Plan has not bet® followed 
lately *nd guideline* tor industries istoet) 
by w e Mimstiy ofln dw try do not have
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die um e organic link between plan and 
licensing poficy, In consequence, tbe in
dustrial licensing system has not ensured 
development of industries according to plan 
priorities, ha# failed to prevent growth of 
capacity in non-essential industries, has 
not been effective in securing proper 
regional dispersal of industies, and has 
not succeeded in containing monopolies 
and concentration of plant power. The 
Committee, therefore, recommends that a 
list of totally banned industries should 
be announced from time to time. Among 
other industries, some should be reserved 
only for the village and cottage sector and 
some others opened for small-scale indus
tries with an investment limited at Rs. 
10 lakhs The Committee wants an open 
list of industries for which no licence 
should be required. The Committee re
commends further that a penalty should 
be prescribed for both under-ut lisation of 
capacity as well as pre-emption of capa
city without full utilisation of the capacity 
already licensed

MINING

in the field of mining, the Committee 
recommends that no area should be kept 
reserved for explo tation by the public 
sector for more than five years and any 
such area so reserved should be explored 
and exploitation commenced withm a 
period of five years, failing which the 
area should be dereserved.

In regard to essential commodities, the 
Committee observes that the Indian eco
nomy is subject to temporary imbalances 
between supply and demand of both es
sential consumer goods and key industrial 
raw materials, so that the Essential Com
modities Act is a necessary piece of legis
lation for commodity regulation. How
ever, its indiscriminate use has made the 
sgKem unavoidably complex and difficult 
to understand. The Committee, therefore, 
recommends that Essential Commodities 
Act should remain on the statute book and 
orders issued under the Essential Commo
dities Act should have a limited 
life of not more than three years, which 
should automatically lapse after the sti
E lated period. Even the statute should 

reviewed every five years.

IMPORT AND EXPORT

H ie Committee recommends that im-
port: and export policy should have * 
validity of three years to permit avail-
able adjustments in production structure. 
I t  recommends that all cash assistance 
rates aheuld be reviewed rod* 
tanee limited to » refund of the diwet 
tax element in the process of production 
o f an export item.

As regards exchange controls, the Com-
mittee feels that the present policy of man** 
ging exchanges by having a realistic 
exchange rate should continue. I t  recom-
mends simplification of rules regarding 
foreign travel.

The Committee does not favour rent 
control in respect of commercial ai d tflke 
premises. The Committee fii ds that the 
Central Government subsidies at p u m a 
amount to about Rs. 2,010 cioics per 
annum. The Committee ofcseives that the 
subsidy tends to sncw-ball aid btccnies 
sticky. Three subsidies, (namely, subsidies 
on food, fertilises and expoits) ph.cunt 
Rs. 1,431 croies and constitute 70 per cent 
oi budget at y subsidies of Rs. 1,712 m»ts 
by the Central Government. It is recom
mended that subsidy on food-gxairs which 
is parti) for buffet stock maintenance and 
partly owing to distribution com should 
be broken up into two elements. The 
Committee regards the cost of buffer stock
ing as justified but recommends that the 
c o m of distribution should br subsidised 
only to the extent that beneficiaries ctm- 
Hiise people below the poierty line. Thr 
Committee recommends that fertilixi sub
sidy should be phased out in thiee^years 
and a ntwsubsid} given for piomotion of 
oigamc fertilisei. incieastd subsidy fti use 
of fertilise» should be given to smaller 
and weaku faimm under various pro
grammes withtn the ambit i f  the inte
grated Rural Development schemes. The 
Committee rccommtnds inmastd tians- 
port subsidy in fa\r>ur oi hillv and far- 
flung regions, so as to make all essential 
commodities available to people in those 
areas at reasonable prices. It also ic- 
commcnds increasing subsidv for lv>uMrg 
for low income people.

FOODGRAINS

The Committee recommends that the 
focus of attention should continue to be 
on reasonable support prices on food- 
grain in line with reasonable j 'a iiu s  irtti- 
k  as between different crops and buffer 
stock operations. While cost of buffer stock 
maintenance should be a legitimate charge 
on revenues for achieving food security 
subsidy to most distrilution costs sl.e>uld 
not be a charge to revenue except <o the 
extent required to meet essential needs of 
people near or below poverty line.

For edible ®il, the Committee rcccn> 
mends continued import of cheaper edible 
oils to fill in* gap between demand and 
simply. It recommends that STC should be 
asked to go in for long-term supply con
tracts and arrange for requisite quantities 
of available oil imports. In order to in
troduce some stability in availability ard 
price of edibl* oils, a buffer stcck of at 
least two months requirements should 
be built up through additional imports, 
if  necessary.
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According to the Committee, a* nuyor 
problem o f  textile industry arises from 
fluctuations in output and prices of raw 
cotton and neither control on ceiling nor 
support price of cotton has worked sue* 
cesifully. Although Cotton Corporation of 
India was set up with a view to stabilising 
prices of cotton through effective inter* 
vention in cotton market, it has never 
been provided the necessary fund with 
which to achieve the above objectives. 
The Committee, therefore, recommends 
that Cotton Corporation rtf India should 
be freed from bureaucratic control, given 
necessary funds and general guideline 
and authorised to buy 30 per cent of the 
cotton crop and also build up a buffer 
stock. The Committee further recommends 
that control on weaving capacity of mill 
sector should continue; price stamping 
of mill cloth withdrawn except on janata 
cloth and reservation of spare produc
tion by handloom should be enlarged.

COAL

Tnc G Jzn tiittee recommends that price 
of coal should be determined by an inde
pendent authority with a view to discourag
ing its imprudent use.

STEEL

Th<* tight administrative control over 
steel prices should be relaxed. There 
should be no lieensing control in respect 
of cemcnt expansion and a special allow
ance of at least Rs. 20 per tonne of cement 
should be allowed to producers. To the 
extent controls are considered necessary 
on cement prices, distribution, ctc., the 
same may be exercised under EBsental 
Commodities Act instead of Industrial 
Development and Regulation Act.

The Committee recommends amend
ment of Gold Control and total prohibi
tion on manufacture of gold ornaments 
above 19 carate purity. To meet demand 
for 18 carate gold, the Committee wants 
Government to import gold. It also sugges
ts revival of gold bonds with suitable 
modifications.

®The Committee feds that there is a 
need for a separate list of reserved items 
for decentralised sector, especially for 
artisans and cottage industry type wor
kers. This list will include all dhoties and 
sarees with border, all carpet weaving, 
shawls, blanket*, etc. The Committee far
ther recommends, that there should be 
separate list for Government aad public 
sector purchases exclusively from cottage 
and vilbgs industries.

In regard to credit control, the Com
mittee recox&mends steps to make avail
able adequate credit speedily to small 
producers at rea»onable commercial rates 
of interest. It recommends that ao per 
cent of the additional credit should be 
deployed to decentralised sector.

Toe Committee feels that controls, 
particularly on price without an adequate 
machinery for distribution, leakages in 
distribution system, rent control, etc., are 
the main sources of black money. To check 
the expansion of black money, the Com
mittee recommends that to the extent pos
sible other alternative policies like buffer 
stock operations and meal policy should 
be used. There is need for a small list for 
restricted items involving individual dis
cretion.

The Committee recommends that at the 
national level all controls and subsidies 
should be monitored in Planning Commis
sion by a monitoring unit to be set up, 
so that required adjustments could be 
made from time to time. Similar monitoring 
of controls should be undertaken by 
State Planning Boards. The Committee 
further recommends that monitoring of 
prices and distribution control should be 
made easier and should be made more 
efficient by organising citizen councils in 
each area and also by involving organisa
tions like chambers of commerce and 
industry for undertaking voluntary regula
tion of the conduct of their members.
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