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INTRODUCTION 

I, the Chairman of Public Accounts Committee as authorised by the 
Committee, do present on· their behalf this 77th Report of action taken 
by Government on the recommendations of the Public Accounts Committee 
contained in their 39th, Report (7th Lok Sabha) regarding cash ac;si~tance 
for export of deoiled rice bran. 

2. I.ri this action taken report, the Committee have expressed the view 
that since profitability of the exports of a commodity can only be determined 
by carrying out cost study, it is desirable to carry out a proper cost 
study by the Cost Accounts Branch o{ the Ministry of Finance before 
sanctioning or renewing the cash assistance on any comn1ouity and 
particularly in cases of those commodities where substantial amount is paid 
every year as cash assistance and which have been en joying this facility 
for a number of years. The Committee have also asked the Government 
to appoint a, team of Officers without any further delay to go into the 
circumstances in which the non-issue of timely instructions by the Ministi) 
of Commerce to the joint Chief Controller of Imports and Exports, Bom-
bay for stoppage of payment of cash assistance for export of dcoiled rice 
bran resulted in disbursement of Rs. 57.79 lakhs to Solvent Extractors 
Association of India. 

3. The Report was considered and adopted by the Public Accounts 
Committee at their sitting held on 5 March, 1982. 

4. For facility of reference and convenience, the rccomm·endations and 
observations of the Committee have been printed in thick type in the body 
of the Report and have also been reproduced in a consolidated form in 
the Appendix to the Report. 

5. The Committee place on record their appreciation of the assistance 
rendered to them in this matter by the Office of the Comptroller & Auditor 
General of India. 

NEW DELHI : 

March 8, 1982. 
Phalguna 11, 1903 (S) 

(v) 

SATISH AGARWAL 
Chairi1Uln 

Public Accounts Committee. 



CHAPTER I 

REPORf 

· i .1. This Report of the Committee deals with the action taken by 
Government on the Committee's conclusions and recommendations contained 
in their 39th Report (Seventh Lok Sabha) on cash assistance for export 
of deoiled rice bran. 

1.2. Replies to aU the conclusions and recommendations contained 
in the Report have been received from Government. 

1.3. The Action Taken Notes on the conclusions and recommendations 
of the Committee contained in the Report have been categorised under 
the following heads : 

( i) Conclusions and Recommendations that have been accepted 
by Government : 
Sl. Nos. 1-4, 7-8, 15-16, 18, 21-25 and 27. 

( ii) Conclusions and Recommendation" which the Committee do 
not like to pursue in view of the replies of Govcrnn1cnt : 
Sl. Nos. 5-6, 9-10, 13, 17, 26 and 28. 

(iii) Conclusions and Recommendations replies to which have not 
been accepted by the Committee and which require reiteration : 
Sl. Nos. 11, 12, 14, 19 and 20. 

(iv) Conclusions and Recommendations in respect· of which Govern-
ment have given interim repH<~s : 
Sl. No. Nil. 

Criteria for grant of Cash assistance ~ Paragrapl-. 1.116-Sl. No. 11) . 

1.4. While emphasising that a detailed examination of cost structure 
is relevant even after the issue of reyised crireria . Jaid down by the Bose-
Mullick Committee and those laid down later by the Alexander Comn1ittee, 
the Committee had, in the ·paragraph tnentioned above, recommended as 
under: 

"When asked during evidence as to why cash assistanc·~ was 
recommended for 197 6-77 even before OOBlpletion of cost 
study, the Secretary, Ministry of Commerce referred to 
the revised criteria laid down by the Bose-Mullick Committee 
and observed : "Those are the seven items which are 
mentioned. Cost study was eliminatedf- ·Jt wa~ .decided that 
cost study would not be the criteria to decide whether support 
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should be given or not". The Committee are surprised that 
such interpretation was given to the revised criteria. The 
criteria referred to by the Bose-Mullick Committee were in 
the nature of general assessments and were -not capable of , 
objective analysis on the basis of quantification. Further, it 
was nowhere stated that cost study should not be done. The 
Committee are of the view that the concept that cash assistance 
is intended to' span the gap between the cost of production of 
an export product and the f.o.b. realisation accruing from its 
export as also a detailed examination of the cost structure are 
relevant even after the issue of revised criteria laid down by 
the Bose-Mullick Committee and those laid down later by the 
Alexander Committee. As cash assistanc~ · is given on a wide 
range of commodities the Committee would like the Gov~rntnent 
to examine the matter and clarify the policy in this ·regard." 

1.5. In their reply dated 15 December, 1981 the 1\1inistry of Commerce 
have stated : 

"The criteria evolved by Bose-Mullick Committee did not envisage 
that cash assistance was 1ntcnded to span the gap bet\vccn the 
cost of production and the f.o.b. realisation. In fact the 
Committee specifically observed that recommendations of cash 
assistance should not be based on mechanical application of the 
rigid formula like the difference between the f.o.b. price 
realisation and the so called tnarginal cost of production (vide 
detailed reply already given and reproduced in paragraph 1 .63 
of the 39th Report of the Comn1ittee). The rates of 
assistance were to be determined by a balanced judgement of 
the said criteria which, as pointed out by the Comtnittcc, were 
in the nature of general assessments not susceptible of precise 
quantification. However, with the introduction of the revised 
guidelines with effect from the 1 April, 1 ()79~ based on the 
recommendations of Alexander Committee, the criteria for 
determination of ·cash assistance have acquired reli1tively greater 
clarity. Under these criteria, the emphasis is not so much on 
bridging the gap between cost of production and export 
realisation but on neutralising certain inhe! cnt handicaps and 
disadvantages suffered by the Indian exporters such as unrebated 
indirect taxes, etc. Prpformae for collection of info-rmation 
have been standardised and it has been provided that the data 
should be certified by a Chartered Accountant and touted 
through the Export Promotion Councils or other similarly 
approved o~anisations. Although data on f.o.b. cost and 
f.o.b. realisation are also obtained, these are used more to have 
an overall idea of the general level of profitability of the exports 
In question than for working out the rates of cash assi~tance 
as such. As already stated, the rates are fixed at a level 
required to neutralise certain specific disadvantages which is 
often much Jess than the gap between f.o.b. cost and f.o.b. 
rea1isation. Thus the cost data are relevant only to a limited 
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extent in terms of the present policy. It may, however, be 
mentioned that a cost study is resorted to in certain cases whera 
the Cash Assistance Review Committee desire to have a more 
precise estimate of the profitabiJity of exports before determining 
the rates of assistance." ... 

1.6. Tbe Committee in their original recommendation l1ad observed 
thnt 1he conc·ept that cash assistance is intended to fSpan the gap between 
the cost of production and the f.o.b. realisation accruin~ from its export as 
also a detailed examination of the co~t structure .:rc rele\·ant even alter tbe 
issue of revised criteria laid down by the Bose-1\'lullick Committee and !hose 
laid do,vn later by the Alexander Comn1ittec and the Governn1ent was asked 
to cxanline the matter and ~IJ.!rify the policy in this regard. The Ministry 
of Contmerce, i'n their rcpl)', bsve stated that whh the introductian of rctJi:cJ 
guidclitres w.e.f. 1 April 1979, based on the reconnnendatio·n.-, of Alexander 
C.ontmittee, the criteria t'or determinaflion of cash assistance llas acquired 
rclofi\·,,Jy gr·rater clarity. l]nder these critel'i3. emphasis i's not so nluch on 
bridging the gap between cost of production and export realisation but on 
neutralising certain inherent handicaps and disadvantaJ,!cs suffered by the 
ladian exporters such as unrebated indirect taxes etc. Profonna for collec-
tion of information have been standardi'sed and it has been provided that 
tht data should: be certi~fied by a Chartered ~~.cconntant and routed through 
the I~xport Promotion Councils or other similarly ~~proved organisations. 
The Ministry of Commerce have further stated t~,,at although data on f.o.b. 
cnst &nd f.o.b. realisation are also obt·ained, these are used more to bave 
an overall idea of the general level of profitability of the export~ in question 
than for wurking out the rates of cash assistance as such. ,.fhus, the cost 
data are relevant only to a limited extent in terms of the present policy. 

Tlae Committee fail to understand as to how the grant. of cash assistance 
on the export of a commodity could be jtLrdified if the <~xport of . that 
commodity results in substantial profit even without cash Bssistance. Since 
the JlrofitabUity of the exportc; of a commodity can only be detemtined by . 
carr~·ing out cost study, the Committee arc of the view tbat it is desirable 
to carry out a proper cost study by the Cost Accounts Branch of the Ministry 
cf Finance before sanctioning or renewing the cash assistance on any 
commodity and partieUlarly in cases of those commoditie~ where sub~antial 
am(•unt is paid e.very year as cash assistance and which have been enjoying 
this facility for a number of years. 

Extension of Cash Assistance at Increased Rate for the year 19'/o-77 
(Paragraph 1.117-S/. No. 12) 

1.7. In para 1.117 of their 39th Report, the Committee had observed 
that as per figures published by DCC1S, the average f.o.b. realisation from 
export of deoiled rice bran was Rs. 374 per tonne in 1974-75 and 
Rs. 457 per tonne in 1975-76. The profitability of the exports was not 
examined by the Ministry .of Commerce before extending cash assistence 
for 1976-77. The Committee had expressed the view that grant of cash 
assistance at the increased rate of 17.5% in 1976-77 as against lhc rate 
of' 15% for 1975-76 by the Inter-Ministerial Committee in March 1976 
was not justified. 
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1.8. In their reply, the Ministry of Commerce have stated as 
follows : 

'•The profitability of export of deoiled. rice bran was not specifically 
examined before extending cash assistance on this item in 
1976-77. During the period 1972-73 to 1974-75 the export 
did not show any growth and if at all there was . a marginal 
decline. With the reintroduction of cash assistance from 
1975-76 .the exports started picking up apin. The fact tbat 
the exports rose to 4.07 lakh tonnes in 1976-77 would show 
that the Committee was justified in giving cash assistance on 
this item. If exports of this item had been highly profitablo 
even without CCS there should have been a steady growth 
even prior to 1975-76, which was not the case." 

1.9. The Committee are not convinced with tbe reply of tbe 
Government. They would like to point out that basic objectil·e of grant 
of calih assistance is to compensate the exporters for any losses lteing iulered 
b'' them, in the export of a commod·ity. In view of tJte Wt that the average 
f.o.b. realisation from export of def»iled rice bran h~ad shown un iJKrcase of 
Rs. 83 per tonne in 1975-76 as compared to 1974-75, t.lte Committee fail 
to unders&tnd why the aspect of profitability was not exanlincd by the 
Ministry of Commeru before extending the schcnte of cash assistance at 
u illereased rate. lbe Committee, therefore, reiterate their ~arUer 
observation. that the grant of cash a.ssistance at ebe ina·eascd •·ate of 17.5'Jo 
in 1976-77 as against the ra&e of 15,% for 1975-76 was not justified. 

Payn1ent of Cash assi.~tance for the year 1975-76 
(Paragraph 1.119-S/. No. 14) 

1.10. While taking a serious view over the non-issue of instruction5t 
by the Ministry of Commerce to JCCIE for stoppage of payment of ca~h 
assistance resulting in the disbursement of Rs. 57.79 lakhs to SEAl, th~ 
Committee had, in the paragraph mentioned above, had recommended as 
under: 

"In a meeting held by the Commerce Secretary on 26th October. 
1976, it was decided that the cost study for 1975 should be 
considered both by the Commodity Division of the Ministry 
of Commerce and the Ministry of Finance. Subsequently on 
2nd November, 1976 the Financial Adviser of the Ministry 
of Commerce bad suggested : ~'If cash assistance for the 
whole year is now paid, it will be very difficult to make 
recoveries in case cost study reveals that cash assistance is not 
justified. On the contrary, if payments are kept pending and 
cost study is completed quickly, amounts can ~ released · 
provided cost study justifies the cash assistance''. The next 
note recorded on the file on 12th November, 1976 
was by the Jt. Secret~ry of the Ministry of Commerce 
dealing with Agriculture Whieb read : "I catted ·the Chairman,~: 
Solvent Extractors Association and have clearly ·told him that 
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cash assistance for 1975-76 wou1d DDt be made avaijab)e a4 
aft until they fully cooperate and have the cost $tudy for 
197S-·76 completed.. FA may kindly ask his staff to aet in 
touch with him ~or further action. As, according to thu 
Ministry of Commerce, in this case the letters regardin& 
payments to be made to SEAl by the JT. Chief Controller ol 
Imports and Exports, Bombay were to be issued · by tho 
Agriculture Division of the Ministry of ColllJilerce, no 
information seems to have been communicated to JCCIE. 
Bombay suggesting stoppage of the payment till the cost study 
was completed. When asked why no such communication was 
sent to JCCJE, the Additional Secretary of the Ministry of 
Commerce stated during evidence ".1 am unable to say any .. 
thing from the file as to why administrative side couW not 
send instructions". In this context.. the Secretary, Ministry of 
Commerce Stated : 

"The Financial Adviser gave his advice in a note. If 
one is to go by what is on record, then the note of 
( J t. Secretary) docs not indicate that he had authorised the-
issue of instructions \ stopping payment. It is silent on that 
point. In the absence of any instructions from the Ministry 
of Commerce for stopping payment, the JCCIE, Bombay 
disbursed cash assistance amounting to Rs. 52 lakhs in 
December, 1976 and Rs. 4.22 lakhs in March, 1977 on the 
basis of the claims sent by the SEAl on exports made during 
1975-76. Balance of Rs. 1.57 lakhs was paid in May 1979. 
The Committee take a serious view over the non-issue ot 
instructions by the Ministry of Commcrc\! to JCCIE for 
stoppage of payment of cash assistance resulting in the 
disbursement of Rs. 57.79 Iakhs to SEAl. They would, 
therefore. like the matter to be investigated by a team of 
senior officers outside the Ministrv of Commerce with a view 
to fixing responsibility and identifying the lacuna in procedure 

. so that such costly lapses do not recur. The report of the 
Team should be furnished to the Committee with·in six 
months." 

1.11. In their reply dated 15 December, 1981 the Ministry ot 
commerce have stated : 

"In deference to the suggestion made by the Qommittee it is 
proposed to appoint a team of officers, not connected with 
the tDepartntent of Commerce, to go into the matte( and submit 
their findings. The composition of the team will be separately 
communicated to the Committee." 

1.11. In 39th Report, the Committee had observed that ia1· the absence 
of any 1-.structions from the Ministry of Commer~ for stopping payment 
th~ !CCIE, Bomb.ay disbursed the ~h usistanee aJDOUDtiDg to Rs. 52 lakhs 
in December 1976 and Rs. 4.22 lakhs in 1\larcb 1977 on the basis of the 
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dailftS lellt by the SEAl oo export made durina~ 1975-76. Balance 
of Rs. 1.57 lakhs. was paid m May 1979. Taking a seriou.~ view over the 
non-issue of tbnely instmctions by the Ministry of Commerce to JCCIE for 
stoppage of payment of cash assistance resulting in disbursement of Rs. 57.79 
lakhs to· SEAl, the Committee had desired the iuatter to be investigated by 
a team of senior o.fticers outside the Min&ry of Comntercc with a l'iew to 
fixing respousibility and identifying the lacuna in procedure. Although the 
Report of the Committee was presented in April, 1981, the Committee are 
surprised to note that no coocrete action in the matter has been taken and 
c\·cn i'n December, 1981, tbe Ministry of Commerce were §till proposing to· 
appoint a team of officers to go into the matte~.· 1'he Committee are 
unlu.ppy at this lackadaisical manner in which specific recommendations 
are· being dealt with by the Ministry. The Comndttee would Uke 
Government to appoin:t the Teatn of Officers to· go into the matter without 
any further delay. They would a.lso Uke to be apprised of the findings of 
this 1.,eam and the action taken thereon as early as pos8ible. 

Justification for grant of cash assistance 
(Para 1.124 and 1.125-Sl. Nos. 19-20) 

1.13. In paras 1.124 and 1.125 of their Report the Committtc had 
pointed out that while the Ministry of Finance had on several occasions 
asserted t_hat there was no loss on the export of dcoiled rice bran and in 
any case it was necessary to have a cost study done on the basis of 
authentic data, it is clear that the Ministry of Commerce did not seriously 
consider the objection raised by the Ministry of Finance from time to 
time and for no plausible reasons the completion of cost study was delayed. 
The Committee found that the cash assistance on export of this commodity 
was sanctioned in 1970-71 and then reintroduce.d in 1975-76 and continued 
upto 31st March, 1981 without any cost study which established any loss 
on exports. The Committee had, therefore, concluded that the entire 
payment of Rs. 13.79 crores made on this account upto December 1980 
was not justified. . 

1.14. In their reply the Ministry of Commerce have stated : 
"Judged by the result achieved in the matter of increased processing 

of rice bran, production of rice bran oil and export of deoiled 
rice bran, payment of cash assistance on this item had served 
the purpose for which it was introduced and continued. It 
would not be correct to conclude that the entire payment on 
account of cash assistance for export of deoiled rice bran was 
unjustified. It will not be appropriate to conclude either that 
the observations of Ministry of FinancejFinance Division of 
the Commerce Ministry were not taken seriously or that the 
Ministry of Finance/Finance Division itself had acquiesced in 
the proposals without being fully convinced of their justification. 
Although the representative of the Ministry of Finance might 
have, at some stages, expressed reservations, Cash Assistance 
Review Committee had taken a collective decision after 
considering all points of view. The basic idea was to boost 
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the exports· and the final decision of the Committee having 
been taken with this end in view had the approval of all 
interests represented at the meeting." 

1.15. The Committee are not convinced with the reply of tbe 
Government. They are of the l'iew that in the absence of a cost study 
there i·s nothing to indicate that the export of de-oiled ri'ce bran would 
have snftered perceptibly if no cash assistance had been granted. The 
Committee, therefore, reiterate their earlier observation that the ea&e 
paymeat of Rs. 13.79 crores made on account of cash compensatory support 
lor tle export of de-oDed rice bran was not justified. 1be Committee expect 
that Ministry ol Commerce and Ministry of Finance wiD take due eare 
belore em·barking upon any such scheme in future. · 



CHAPTER D 
CONCLUSIONS AND RECOMMENDAnONS THAT HAVE BEEN 

ACCEPTED BY GOVERNMENT 

Recenunelldatioll 

Cash assistance on the e-xport of deoiled rice b·ran was recommended for 
&he fi£st time ia 1969 by the Board of Trad,e Sub-Committee on oil seeds, 
oils and oil cakes at the rate of 15 per cent of f.o.b. value. According to 
the Ministry of Commerce, the considerations which weigil'ed with the sub-
Committee while recommending cash assistance on ·export of deoiled rice 
bran \Vere (a) that export~ hitherto of his item were ~onftned only to U.K. 
and nc\\' outlets were needed for the promotion of this e-xport; (b) with the 
clcsure of Suez Canal, freight rates had increased and that had neutralised 
the advantages of devaluation of Indian tupce; (c) cost of processing was 
m0re in the case rice bran c':~raction as compared to other extractions 1 ike 
cotton seed extractions; aRd (d) it would facilitate greater production of rice 
bran 0iJ in the countJy. The cost data furnished by the exporters of dcoiled 
rice bran in 1969 was forwarded to D.G.T.D. who held in January, 1970 
that it wa·s difficult for him to check the cost data as the price of rice bran· 
whicn varied from State to State was dependent on th~ quality of bran. :~t 
the satne time he observed that there was a case for cash assistance as ther~ 
was an element of loss in exports and that the cost of rice bran and process· 
ing charges assumed by the exporters were quite reasonable. Jn ~1ay 1970. 
the Ministry of Finan.ce agre-ed to the proposa] of cash as"istancc at the rate 
of 15 per cent of f.o.b. value for exports above 70,000 tonnes '"'ith a view 
to encouraging production of rice bran extractions and oil. According1y, 
cash assistance was sanctioned for the year 1970-71. 

[S. No. 1 Appendix-III Para 1.106 of Thirty-Ninth RepQrt of PAC 
(1980-81) (Seventh Lok Sabha)] 

Action t~ken 

Observations of the c,)tnlnitte~ arc noted. 
[Ministry of Commerce O.M. No. 6/15/81-EP Agri. ll dated 

21 November 1981] 

Recommendation 

The Ministry of Commerce made out a case in August 1971 for tl1e 
extension of cash assistance for the year 1971-72 on the plea that 't would 
encourage the availability of rice bran oil and increase the exports of de-
oiled rice bran thereby earning more foreign exchange therefrom. However, 
no cash assistance was allowed during the year J 971-72 to 1974-75 as in 
the cost data furnished by the Solvent E"lractors' Association of India 
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(SEAl) the Ministry of Finance found no loss and they were of the opinion 
th,at cash as~istance should be given only if there was loss in undortaking 
e~ports. 

[S. No. 2 Appendix· III Pa~ 1.107 of the Thirty~ninth Report of PAC 
(1980-Sl)(Seventh Lok Sabha)] 

Action tnken 
Observations of the Committee are noted. 

[Ministry of Comm·crce O.M. No. 6/15/81-EP Agri. II dated 
21 November 1981] 

Recommendation 

In December 1974, the SEAl, submitted a statement showing the cost 
of rice bran processing and realisation on the sale of oil and extractions in 
justification for its claim for cash assistance. According to this statement, 
the f.o.b. realisation was Rs. ___ 282 per tonne on an average. ~ Minis~y 
of Commerce have stated that this cost data for the period January-june 
1974 revealed that the poorer economics of ric~· bran processing was du~ 
to higher cost of processing greater problem in exporting dtoited ric" bran 
as ·con1parcd to ground nut extractions. 

[S. No. 3 Appendix III para 1.108 of the 39th Report of PAC (1980-
81) (Seventh Lok Sabha] 

Artio~1 tak~n 

Observations of the Con1n1ittc~ are noted. 

[Ministry of Commerce O.M. No. 6/15/81-EP Agri. II dated 
21 November 1981] 

Reco~ndation 

. The SEAl also furnished figures indicating that exports of deoiled rice 
bran during the years 1971-72, 1972-73, 1973-74 and 1974-75 amounted 
to 1.4 7, 1.18, 1.06 and 1.02 lakh tonnes respcctivcJy. The Ministry of 
Commer<;c have stated that the decline in exports with reference to the~ 
figures of 1971-72 indicated that withdrawal of ·cash assistru1ce had an ad-
verse effect. The Ministry accordingly recommended cash assistance· of 
Rs. 60 ·per tonne of exports above 80,000 tonnes and 10 per cent of f.o.t;. 
value as market development assistance . 
. '. . ' 

· [S. No. ·4, Appendix III Para 1.109 of the 39lh Report of PAC (1980-
81) (Seventh Lok Sabha).] 

1-\Qion fak~n ·. · . · 

Observations of the. Committee n·re noted . 

. (Muustry · of Commerce O.M. No. 6/15/Bl·EP Agri. 11 dated 
· 21 ·November 1981] 
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Recommendation 
In their proposal, the Ministty of Commerce had maintained (February 

197 5 that exports of deoiled rice bran were falling afte_t 1970-71 due to 
withdrawal of cash assistance. The recommendation of the Ministry of 
Commerce for grant of cash assistance was not accepted by the Ministry 
of Fm&nce who reiterated that it was not advisable to reintroduce cash assis-
tance without a proper detailed cost study by the Cost Accounts Branch of 
the 1\tlinistry of Finance. However, in March 1975 the Main Marketing 
DeveJopn1cnt Fund Committee (which includes representatives of the Minis-
try of Finance) considered the matter and decided to grant cash assistance 
at 15 per cent of the f.o.b. value of exports in excess of the first one lakh 
tonnes. The MMDF Committee also directed that detailed cost study be 
completed in any case befot'e 30 September 1975 on the basis of which 
cash assistance could be reviewed or revised for prospcctiv~ application. In 
pursuance of this decision sanction for grant of cash assistance for the period 
1-4-1975 to 31-3-1976 was issued on 19-4-1975. It was stipulated therein 
that Government reserved the right to reduce or withdraw cash assistance 
even before 31-3-1976 and that the change would have no relrospectivc 
effect, but would be made applicable prospectively. 

{S. No. 7 Appendix Ill Para 1.112 of the 39th Report of PAC (1980-
81) (Seventh Lok Sabha)] 

.\ction fHktan 

Observations of the Committee a:re noted. 

[Ministry of Commerce O.M. No. 6/15/81-EP Agri. II dated 21 
November 1981] 

Recommendation 

In pursuance of the decision of the MMDF Coinmilt-ce, the SEAl was 
asked jn April 1975 to furnish the names of five rice bran processing units 
which might be willing for the cost study by Government Cost Accountants~ 
In January 197 6, the SEAl furnished names of three representative units for 
cost study. Cost data of these firms was furnished only 1n January 1977. 
The re~rts of cost study done by the Cost Accounts Branch in April-May 
1977 indicated profit of 22.2 per cent and 9.5 per cent on f.o.b. cost in the 
case of two firms on the basis of figures of 1973-74 to 1975-76, when no 
cash assistance was allowed, and 50.1 per cent in the c~se of the third firm 
taking into account the data for 1976 only. The Cost Accounts Branch 
observed that these three units. were representative of the industry as their 
exporu during 1975-76 were about 30 per cent of the total exports and that 
there exist no case for any cash assistance on base for any cash assistance 
on the exports during 1975-76. The representative of the Ministry of 
Commerce also conceded during evidence saying that there was no loss on 
exports. 

[S. No. 8 Appendix III Para 1.113 of the 39th Report of PAC ( 1980-
81) (&!venth Lok Sabha)] 
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Actio-. taken 
Observations of the Committee are 'noted. 

[Ministry of Commerce O.M. No. 6/15/81-EP Agri. II dated 
21 November 1981] 

Recommendation 
While the cost study for 1975-76 was still bt:ing conducted by the Cost 

Accounts Branch of the Ministry of Finance, the Ministry ~f Commerce 
proposed (February, 1977) the grant of cash assistance for· three years froni 
1977-78 to 1979-80 at the rate of 20 per cent of the f.o.b. value over the 
exports above one Iakh tonnes subject to a minimum ceiling of 3 lakh tonnes.' 
In February, 1977, the Cash Assistance Review Comm~tee agreed to grant 
cash a~sistance at the rate of 12.5 per cent of f.o.b. value for 1977-80 on· 
the condition that exports should not be less than 3 lakh tonnes. Sanctior; 
for cash assistance was issued in April 1977 for the yeat: 19 77-78 only. 
Floor level of one lakh tonnes on which cash assistance v;as not available 
earlier \Vas, however, abandorred. 

[S. No. 15 Annexure III Para 1.120 of the 39th Report of the· PAC 
( 1980-81) (Seventh Lok Sabha)] 

Action taken 
Observations of the Cotntnittee are nott!d. 

[Ministry of Commerce O.M. No. 6/15/81-EP Agri. II dated 
21 November 19811 

Recommendation 
The proposal for grant of cash assistance for exports during 197 8-79 

was not submitted to the Cash Assistance Review Committee as it had, while 
agreeing to the cash assistance for 1977-78, agreed in principle to extend 
the cash assis!ance till .1979-80. However, the Ministry of Finance obserV.: 
ed (March 1978) on the proposal that the cost study undertaken for 1975-76 
had net established any loss in cxpQrts, that the exports \Vcrc already lucra-
tive, and that the need for cash assistance re.quired fresh review by the 
CARC. The Ministry of Commerce then decided that a "quick cost re-
view" bringing out justification for cash assistance would l.Jc taken up before 
30-6-1978. Instead of waiting till the results of this review, the MinistrY 
of Commerce in the meantime issued on 3-4-1978 sanction for cash ass~~ 
tance for 1978-79 which contemplated a rcvie\v to be con1pletcd before 
30-6-1978 on the basis of "detailed study". 

(S. No. 16 Annexure III Para 1.121 of the 39th Report of the PAC 
( 1980-81) (Seventh Lok Sabba)] 

Attion taken 
Ob~crvations of the Conunittec arc noted. 

[Ministry of Comn1crcc 0.1\1. No. 6/15/81-EP Agri. II dated 
21 November 1981] 

33 LSS/81-2 
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Reeollllllelldation 
The information furnished by the SEAl· in May :,197~ indicated that the 

exports were made at losses ranging from Rs. 71 to Rs. 204 per tonne during 
1975-76, from Rs. 31 toRs. 159 during 1976-77 and fron1 Rs. 109 to 231 
per tonne during 197'7-78. The Ministry of Commerce themselves analys~ 
ed the data and recommended in May 1978 extension of cash assistance for 
the whole year 1978-79. According to the M1aistry, the figurt~s supplied 
by SEAl had been certified by independent cost -accountants and chartered 
accou·ntants and that the cost data revealed shortfall in f.o.b. realisation. 
The ~linistry have added that the ngures supplied by SEAl were not .veri-
fied by the Cost Accounts Branch of the Ministry of Finance as it would 
have been a "time-consuming process" an,d according to the revised criteria· 
laid d~n by the Bose-Mullick Committee such a study \Vas not an essential 
prerequisite for recommending grant of cash assis'tancc. 

-[S. No. 18 Annexure III Para 1.123 of the 39th Report of the PAC 
( 1980-81) (Seventh Lok Sabha)] 

i\ction taken 
Observations of the Comn1ittcc are noted. 

[Ministry of Commerce O.M. No. 6/15/81-EP Agri. II dated 
21 November 1981] 

Recommendation 

Th~ question of cash assistance was furth~r examined by th~ Ale) ,and~r 
Committee which recommended in its report dated 31-1-1978 that cash 
assistance should be based on (a) compensation for those indirect taxes in 
the production cost which are not refunded through the dut~' draw back 
system; (b) compensation for freight and other cost differentials; and (c) for 
providing initial promotional expenditure for nc\v products and in dcvelopjng 
new n1arkets. The Alexander Committee recognised that the cash assis-
tance should be available only for a limited period during which the rele-
vant disadvantages could be eliminated by conscious efforts. ln any case, 
the cash assistance should not continue indefinitely. 

fS. No. 21 Annexure III Para 1.126 of the 39th Report of the PAC 
( 1980-81) (Seventh Lok Sabha)] 

A•.!tion take-n 
Observations of the Committee are noted. 

(Ministry of Commerce O.M. No. 6/15/81-EP Agri. II datcJ 
21 November 1981 j 

R~ommendatlon 

The question of grant of cash assistance for deoiled rice bran for the 
year 1979-80 and onwards was examined by the Ministry of CoJnrnercc. 
On the basis of the recommendations of the Ministry for grant of cash 
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assistance at 15 per cent of f.o.b. value for. 1979-82, the Cash Assistance 
Revic\V Committee decided to grant cash assistance at 12.5 per cent of 
f.o.b. value for a period of three years. The minimum ra.nges subject to 
which cash assistance was to be admissible wa:s, however, increased from 
3 lakh tonnes to 3.5 lakh tonn:es. Government have recently decided that 
cash assistance- on dcoiled rice bran which was valid upto 31-3-1982 would 
now be available upto 31-3-1981. Cash assistance on this commodity 
thus stands withdrawn with effect from 1-4-1981. 

[S. No. 22 Annexure-III Para 1.127 of the 39th Report of the PAC 
( 1980-81) (Seventh Lok Sabha)] 

Action taken 
Observations of the Comn1itte·~ are noted. 

[~1inistry of Conun·crce O.M. No. 6/15/81-EP AgrL II dated 
21 November 1981] 

Recommendation 

Besides cash assistance which amounted to F.s. 9. 71 cror~s during the 
yca1 s 1970-71 and 1975-76 to 1978-79 Government had al~o provided in-
centive like total exemption of excise duty (Rs. 4.55 t:rorcs trom 1970-71 
to 1978-89) for production of rice bran oil, excise rebate (Rs. 2.94 crores 
fron1 1>71-72 to 1977-78) to soap and vanaspati industry for usc of rice 
hran oil, and interest subsidy for encouraging produc\ion of rice bran and 
pron1otin-g ~.' 1port of rice bran extra:tions. 

(S. No. 23 Annexure-III Para 1.128 of the 39th Report of the PAC 
( 1980-81 ) (Seventh Lok Sabha)] 

Action taken 
Oh~~rvations of the Committe~ are noted. 

[\1ini~try of Ccmn1~rcc O.M. No. 6/15/81-EP Agri: II dated 
21 November 1981] 

Recommendation 

/\s p~r latc"t inforn1ation furnished by the ~1inistry nf Con1n1erce, t.ht: 
cost to the cxch~quci on ac-count of excise rebate on tht~ use of 1 icc bran 
oil in soap making during the years 1977-78, 1978-79 and 1979-80 amount-
ed to Rs. I 4~L4 2 lakh~:~ Rs. 193.50 lakhs and Rs. 133.29 lakhs respectively: 
Fur thcr. the reven~1c. foregone due to total cxcn1ption of excise <.\uty on thr. 
produci ion of rice bran •"il duting the calendar years 1977.. 1978 and t 979 
amounted to Rs. 53 Jnkh~;, Rs. 94 1akhs and Rs. 152 Jal(hs respectively. 

[S. T'Jo. 24 Annexure-III Para 1.129 of the 39th Report of th·~ PAC 
( 1980-81) (Seventh Lok Sabha)] 

f\ction tal\c•n 
()bs{'rvatior.s of the Cotntnittce arc noted. 

[Ministry of Commerce O.M. No. 6/15/81-EP Agri. II dated 
21 November 1981] 
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Recommendation 
The Committee hope \hat with the various incentives already available 

for the production of rioe bran oil and its use in soap and vanaspati indus-
try interest subsidy for export of rice bran extractions, loans to rice Jn.ills· 
at favourable- rates of interest, etc. it would be possible for the exporters 
of ·deoiled rice bran to sustain their export performance and compete jn 
the international market without having to depend on cash assistanc·e. 

[S. No. 25 Annexure-lll Para 1.130 of the 39th Report of the PAC 
(1980-81)(Seventh Lok Sabha)] 

,\ction fuktn 

Cash assistance on this item has been discontinued with effect from 
1st April, 1981. Any proposal for its revival \Vill be f!xamincd on merits 
and decision taken on the strength of the justification, if any, tYlade out 
for revival. 

[Ministry of Commerce O.M. No. 6/15/Sl-EP Agri. II dated 
15th December 1981] 

Recommendation 
The Committee find that ever since 1 970 when cash assistan.Lc was sanc-

tioned on the export of deoiled rice bran, it has been drawn by the Solvent 
Extractors' Association of India through a single consolidate{) claim and 
disbursed to the individual exporters. The Ministry of Con1n1erce have 
stated that even though the consolidated bill was submitted by the Associa-
tion, it \Vas always supported by the necessary documents of individual ex-
porters. The Secretary of the Ministry of Commerce stated that "it was a 
new procedure designed to meet a certain situati0n when ~-xports abC've a 
certain quantity alone were to qualify for cash compens~tory support. "fhe 
decision makers at that time took the view that perhaps routing it through 
such an organisation would be n1orc administratively convenient." .The 
Committee have been informed that there had practically been no delay 
on the par1 of SEAl in disbursing the amounts to individual exporters. In 
a later reply furnished to the Committee on 31-1-81 the Ministry of Com· 
merce have informed that "the matter has, however, been considered in tbe 
light of the evidence before the PAC on 2 7-12-1980 and a decision has 
since been taken to disburse cash assistance admissible on this itcrn for 
cxpoi.1.o; in 1980-81 directly to the exporters and not through the Associa-
tion of exporters as in the past." 

fS. No. 27 Annexure-III Para 1.132 of the 39th Rep'Ort of the PAC 
( 1980-81) (Seventh Lok Sabha) l 

Action tuken 
Observations of the C,ommittee are noted. 

fMinistry of Comm·erce O.M. No. 6/15/81-EP Agri. II dated 
21 November 1981] 



CHAYI'ER DI 

CONCLlJSIONS AND RECOMMEND·A'fiONS WHICH THE C~OM
M}TTEE DO NOT DESIRE TO PURSUE 1N Vl'EW OF 1'HE 

REPLIES RE.CEIVED FROM GOVERNMEN~ 

Recommendation 

The Committee observe that according to the statistics published by 
the Directorate General of Con1mercial Intelligence and Statistics, Calcutta 
the average f.o.b. realisation on sale of exports of deoiled rice bran during 
the- relevant period in 1974 was Rs. 369 per tonne as against the average 
of Rs. 282 per tonne indicated by the data furnished by SEAl. Further, 
according to DGCI&S figures, exports during the ye.'l.rs 1970-71.. 1971-72, 
1972-73, 1973-74 and 1974-75 were 1.25, 1.69, 1.23, 1.24 and 1.19 lakh 
tonnes respectively which meant that ~he exports after 1970-71 were either 
more or about the same as in 1970-71 when no cash assistance was allowed 
on these exports. The Committee consider that it was unwise on the part 
of the Ministry of Commerce to have rccomn1ended grant of cash assistance 
only on the basis of the figures furnished by a private organisation. Before 
considering the question of grant of cash assistance the proper course wa~. 
to have verified th~:: data furnished by SEAl \vith the figures furnished 
by the DGCI&S, Calcutta which is the primary Government agency for 
compilation of such information. (Para 1.110) 

In this context. the Secretary, Ministry of Con1merce stated during evi~ 
dence that the DG·CI&S figures become available after a f!ap of two months 
or so and that there were practical difficulties in expediting the same. The 
Committee would like to emphasise that cash assistance is a direct outgo 
from the Consolidated Fund of India and is given on several commoditie~. 
It is therefore necessary that decisions on grant of cash assistance should 
be based on verified data. The Committee therefore desire that the causes 
of delays in compiling the data by .DGCI&S which is also under the admi-
nistrative control of the ~1inistry should be gone into and improvement~ 
effected to expedite the same. The arguments of the Ministry of Com·merce 
that they had to depend upon the data furnished hv the SEAl is not 
wholly tenable because although the latest figures of 1974-75 might have 
not been available with them at the time of recommending extension of the 
cash assistance, the figures of 1971-72. 1972-73 and 1973-74 (which clear-
ly showed larger exports than which has been shown by SEAT) were 
entirely :~vailable with them from the DGCI&S. (Para 1.111) 

[S. Nos. 5&6 Appendix-III Paras 1.110 & 1.111 of the 39th R·~port of 
PAC ( 1980-81 ) (Seventh Lok Sabha) 1 

15 ... 
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Action taken 
.DGI&s's statistics on export for the year 1974-75 were published on 

30th July, 1975 and, therefore, were not available at the time of formula-
tion of the proposal for re-introduction of cash assistance on deoiled rice 
bran. MDF ·Committee had considered the proposal at the meeting held 
on lOth March, 1975 i.e. even before the financial year 1974-75 had run 
out. Even, according to the DGCI&S's statistics there had b~en sharp de-
cline in the export of deoilcd rice bran after 1971-72 ... Even though there 
was no cash assistance for 1971-72, the comparatively higher export per-
formance in that year could be attributed to the fact that the industry was 
expecting continuance of assistance for. which a dialogue had been going 
on. It is also to be observed that when finally CCS was re-introduced from 
1975-76, there was a significant increase in exports. 

2. As a general practice it is not always possible to vcl'ify the export data 
in regard to the items for which cash assistance i~ .. disbursed \Vith rcf~rencc 
to the official statistics published by DGCl'&S. TI1c Dbservations of the· 
Committee regarding delay in compilation of export stati~;tics by DGCI&S 
and the need to effect improvem~nt for expediting the san1e arc noted. · 

[Ministry of Comm·~rcc O.M. No. 6/15/81-EP Agri. 11 datecl 
15 Dcc·~n1b~r ! 9811 

Recomtncndations 

In January 1976 .. n~w guidclin~s for sanctioning of ca~h assistanc~ from 
1-4-1976 \\'ere issued on the basis of the recon1n1cnunt!~Jns of the Bc~sc
Mullick Committee. In the revised guidelines, it was provided that the 
rates of cash assistance \Vcrc to be dctcrmin~d b\' a balanced judg~ment 
Of the folJowing criteria ; (c:) C~1p0rt potential arH.i dO!ll~Stic availability 
as well as supply elasticity of the products : (b) ir.,rort centcnt nnd 
domestic value added ~ (c) approximate implicit suhsidv ~ if available 
under the import rep·Jenishmcnt scheme: (d) con1pensation for irrecoverable 
taxes and levies ~ (e) difference hctween the domestic co~t and inter-
national price of indigenous inputs and raw n1atericl!s ; (f) co~t of 
entry into new mark~ts : and (g) a cut off point upto \Vhich subsidy 
is to be allowed. The issue of the revised guidelines ncc(~~~itatcd review 
of the existing cash assistance rates. A meeting of the inter-ministerial 
committee on casn assistance was held in March 1976 under th~ chair-
manship of Commerce Secretary where Addttional Secretary of the 
Departn1ent of Economic Affairs and Expenditure and Ministry of l'ndus-
trial Development were also present. This Comn1itt ~~· decided to grant 
cash assistance at the rate of 17.5 per cent of the f.o.h. value provid,,d 
exports during 1976-77 were not Jess than 1.5 lakh to!ln,~s and al~o · snb" 
jcct to the condition that ~xports of the first on~ lakh ton!'cs did not qualify 
for cash assistance. While suhmittin!! the proposal for the continuanc~ of 
cash assistance for the vcar 197.6-77 to the intcr-Jninisterial Committee in 
March. 1976 the condition that the cash as"istancc on dcoilcd rice bran 
for 1975-76 was subject to detailed cost study to be completed before 
30-9-1975 was not n1entioncd in the agenda papers. Thu~ .. hy not 
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iftdicating the condition of cost study, full facts of the case were not 
brought before. the inter-ministerial Committee. (Para 1.114) 

'The Committee deplo.re the fact that in spite of the decision taken 
by the Main Mar·~eting D~velopment F·und Committe~ in .March 1975 
that the co~t study should be completed in any case before September 
1975 on the basis of which cash assistance could be reviewed or revised, 
the Ministry of Commerce recommended in March . 1976 grant of cash· 
assistance for the year 1976-77 although cost study had not been com-
pleted by that time. What is more distressing is the fact that in the 
agenda pap~rs placed before the inter-ministerial Coinmittcc, the fact 
that cash assistance on deoiled rice bran for 1975-76 was <iubject to 
detailed cost study was not mentioned. The Committee consider this 
as a serious omission. (Para 1.115) 

[S. Nos. 9 & 10 Appendix-III Paras 1.114 & 1.115 of the 39th Report 
of PAC ( 1980-81) ( Scv·~nth _Lok Sabha)] 

Action taken 

The condition regarding cost study stipulated by the MDF Com-
mittee, while agreeing to grant of cash assistance on deoiled rice bran 
for the year 1975-76 was not mentioned in the paper prepared for the 
purpose of continuance of cash assistance on this item during 1976-77, 
becaus,~ of the change in the criteria for deterinining cash compensatory 
support which had taken place in the n1eantin1e. According to the revised 
criteria, cost study was not an essential prerequisite. for determining the" 
rate of cash compensatory support. It may also be mentioned that though 
the cost study for 1975-76 had not been completed by then, th~ rate for 
1976-77 had to be decided and announced b~fore the commencement of 
the year. Hence it would not have been possible or desirable to defer the 
decision ti11 the· con1pletion of the cost study as delay in announcement 
of the decision would have adversely affected the e~port which had 
shown significant growth since reintroduction of cash assistance 1n 
J 975-76. 

[Ministry of Comnl'ercc O.M. No. 6/15/81-EP Agri. II dateJ 
15lh December, 19811 

Recommendati'on 
In March, 1976, the Minist-ry of Comn1c.rce proposed to make the 

provisional sanction for 197 5-7 6 valid a~ final sanction and not to pursue 
the cost study. The M.inistry of Finance did not agree as the pre-
condition of cost study was not waived by the MMDF Committee . .. 

[S. No. 13 Annexure-III Para 1.118 of the 39th Report of the PAC 
( 1980-81) (Seventh Lok Sabha)] 

Action taken 
·The sanction for 1975-76 provided that any change in the rate of cash 

assistance is a result of cost study was to be effective in respect of exports 
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wade after the date of issue of relevant orders. The sanction thus had 
'the seal of finality in ~o far as exports made till the issue. of fresh orders 
were concerned. No orders were issued till 31st March, 1976 reducing the 
rate of cash assistance. It is submitted that the earlier sanction was not 
a provisional one subject to confrrmation or modification (in respect of 
exports already made) in the light of the findings of cost study. Ministry 
of La\v had also advised that it was not legally permissible to deny cash 
assistance· for' exports made during 1975-76. -

[Ministry of O.M. No. 6/15/81-EP Agri II dated 15 December, 1981] 

Recommendation 

The Committee feel that viewed from the fact that the orders issued 
on 3-4-1978 contained a condition that cash assistance was subject to 
a revie\\' before 30-6-1978, it would have been clear to the Ministry of 
Commerce that such a review was to be conducted on the basis of "'detailed 
study". No such detailed review was done. What is more surprising is 
the fact that even Cash Assistance Review Committee did not press for .a 
proper cost study and decided in its meeting held \n September, 1978 to 
extend the cash assistance upto 31-3-1979 despite the reservations expres-
sed by the representative of the Ministry of Finance that since the on 
prices had gone up, it was profitable to export the by-products and that 
the cost study undertaken earlier had not justified th~ grant of cash 
assistance. 

[S. No. 17 Anncxure-111 Para 1.122 of the 39th Report of the PAC 
( 1980-81) (Seventh Lok Sabha)] 

Action taken 

Cash Assistance Review Committee which is an inter-tnini~terial Com-
mittee and includes representatives of the Mini~try of r--·tnancc was satis-
fied on the basis of the review pr~sented to it that Gash assistance at the 
rate approved for the period upto 31st March, 1979 \Vas to be con-
tinued. Even if some reservations are initi.a.lly expressed by any member 
of the Comn1ittee,. various aspects are discussed at the meeting of the 
Committee and decisions arc tak~n with the consent of all the 1ncmbers. 

[Ministry . of Commerce O.M. No. 6/15/81-EP Agri. II dated 
15th December, 1981] 

Recommendation 

The Committee are informed by the Ministry of Agriculture that 
poultry and dairy development programmes require lar~cr quantity of 
cattle feed and that deoifed rice bran is an important Ingredient in the 
cattle feed. The Ministry hqs observed that they had been constantly 
suggesting to the Ministry of Commerce for imposition of quota restrictions 
on the export of deoiled rice bran. The representative of the Ministry of 
Agriculture also stated before the Committee during evidence : "So far 
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as cash assistance is concerned, for the last three years and atlcast ever 
since 1977 we have been consistently suggesting that the cash assistance, 
should not be there., In the cash. Assistance Review Committee also we 
have specifically mentioned that we do not want to encourage exports of 
this comn1odity and also we. arc. not in favour of any c·ash assistance." 
Jn this context, the Secretary, Ministry of Cotnmctcc stated : H'Thc Com-
merce Ministry with the tools and instrun1cnts available with it is charged 
with the responsibility of .increasing the exports at 7 per cent per y~ar. 
We have now increased it to J 0 per cent. We have al~o th\.! rcsponsibilify 
to try and persuade all sectors of Indian economy to make their respec-
tive contributions in the export efforts.'· It is evident that th~rc has been 
div~crgence of views between the Ministries of Agriculture- and Con1mcrcc 
in this matter. As apprehended by the Mitri~try of Agriculture, unres-
tricted cxpo·rt of dcoiled rice bran could result in pTicc escalation and 
shortage of this commodity within the country. '"fhc C"ornn1ittcc thcn:forc 
expect that there would ·be closer coordination and a balance struck so' 
that exports of this commodity arc n:stricted and not encouraged by 
grant of cash assistance but regulated in such· a way that th~ total pro-
duction of rice bran oil and rice bran extraction is :1o~ affected and cs-
~alation in dotncstic prices afTccting poultry and dairy dcv(Jopn1cnt in 
the country is not experienced. 

[S. No. ::!()Annexure-III Para 1.131 of the 39th Report of the PAC 
( J 980-81) (Seventh Lok Sabha)] 

Action taken 

Under existing policy export of deoiled rice bran is subject to quota 
restriction_. The jtcm was brought under ceiling for th~ first time in 
July, 1980. An initial ceiling of 2 lakh tonncs \\'as r~lcas~:d \Vith approval 
of the High Powered Committee on ltnports and Expurb; of i\grh:ultur~tl 
Comn1oditics, chaired by the Sccr'-'tary. Ministry of :\griculturc. lnc 
second instaJn1ent of 3 lakh tonnr~ was later r~:jcascd in ()~hJhcr. 1980 
with th~· approval of thL· sanlL' Con1n1ittcc. ,.\n additional quantity of 
25,000 tonne~ Vlas allowed for c~port to\vard~ th'-· end of th~ f1nancia1 
year 1980-81 for taking care of the norrnal variation ~--rmitt~d under 
export contracts. According \o the provisional figures availahl~\ rh~· ex-
port during the yrar 19RO-X I \Va~ 5. 1 3 lakh tonne~. 

2. t·or the year~ 1981-82~ Ministry of Agricultur~". originally rcconl-
lllcndcd a quota of 5 lakh tonn~s which was released. ·rhc (,on1n1ittce of 
Econon1ic Secretaries as wc11 as the Cahinct (,on1mittcc on E:-:xports decided 
to flx an cxpot1 targot of 5.82 lakh tonne~ of dcoiJcd rice bnu1 for th~ 
year 1981-82. In terms of this decision, an additional X2 .. 000 tonncs of dc-
oiJed rice bran has also been released for export in the year 198 J -82. 
It would thus be seen that export quota for this item is settled in close 
co-ordination with the Ministry of Agriculture . 

. 3. ln regard to the local availability of dcoiJcd rice bran it may be 
po1nt~d out that the domestic sa).c, of this item had increase-d from 1.25 lakh 
tonnes _in 1979-80 to 2.63 lakh tonnes in 1980-81. The price of dcoiled rice 
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·bran in the domestic market depends on several factors and it may not be 
approp•riate to attribute increase in domestic prices solely to export. 

[Ministry of Commerce O.M. No. 6/15/81-.EP Agri. li dated 
15th December, 1981] 

Recommendation 

Wl1ilc the Committee take note of the above dectsion, they would 
like to be informed whether there are other commodities also where cash 
assistance is distributed by Government thi~ugh the associations of 
exporters. The desirability or otherwise of continuing payments of cash 
assistanc~ in such manner may also be rcvievJed and th~ r\!sult thereof 
intimated to the Committee. 

[S. No. 28 Annexure-Ill Para l.133 of the 39th Report of the PAC 
( 1980-81) (Seventh Lok Sabha)] 
-.:\ction taken 

Cash ~ssistance on cotton seed extractions and mango kernel ~~tra:.!
tions was also being disbursed through the respective Associations of 
ro;porters. A decision has been taken to disburse cash assistance on 
these items for the year .1981-82 to the expoi1ers directly by the JCCI&E, 
Bombay. For quicker finalisation of the claims, consolidation of the 
applications by the Association has however been allowed to continue. 
Apart fron1 this, there are certain cotton textile items on which cash 
assistance is disbursed through lCMF. The quE-stion as to whether the 
procedure in this case also should be changed is under examination. There 
arc no other items on which payment of cash ~ssistance is rnadc to ex-
porters through Associations of exporters. 

[Ministry of ('onunerce O.M. No. 6/15/81-EP Agri. II Jated 
15th December, 1981] 



CHAPTER IV 

CONCLUSIONS AND RECOMMENDATIONS REPLIES TO WHIC·H 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHJ'CH REQUIRE REITERATION 

Recommendation 

When asked during evidence as to \\·hy cash assistance was recoin-
mended for 1976-77' even before completion of cost study, the Secretary, 
Ministry of Commerce referred to the revised criteria laid do\vn by tbc 
Bose-Mullick Committee and observed : "'"fhosc arc the seven ite1ns which 
are mentioned. Cost study was clin1inated. It \vas· decided that cost 
study would not be 'the crite~ia to decide \vhcther support should 
be given or not". .-n1e Committee are surprised that such 
interpretation was given to the revised criteria. The criteria referred to 
by the Bose-Mullick Committee· were in the nature of g~ncral assessments 
and were not capable of objective analysis on the basis of quantification. 
Further, it was nowhere, stated that cost study should not be done. The 
Committee are of the view that the concept that cash assistance is intended 
to span the gap between the cost of production of an export pro-
duct and the f.o.b. realisation accruing from its export as also a detailed 
cx~1n1in"tion of the co~t ~tructurc arc relevant even after the issue of 
rcvi~;cd crit-..;ria 1aid down hv the. Bo~c-Mullick Con1n1ittc~ and those 
laid do\vn later by the A.lcxan(lcr t-omn1ittcc. As cash assistance is given 
on a \\'ide range of comn1oditics the Comn1ittec would like the Govern-
ment tn cxan1ine th:? rnattcr and clarify the policy in this regard. 

rs. N ·.I. 11 l\. n ncx urc-1! I Par.:.1. 1. I 16 of the 39th Report of the PAC~ 
( 1980-81 ) (Seventh I ~ok Sabha) j 

Action taken 

Th~ criteria ,..:\'l)lved by Bosc-~1ullick Con1mittcc Jid not cnvi~gc that 
cash a~~istance \Vas iP.tcndcd to span the gap bet\vccn the cost of produc-
tion and the f.o.b. realisation. ln fact the Comrnittec specifically observ~d 
that rccornrnrndations of cash assistance should not be based on mechanical 
application of the rigid fom1ula~ like the.:' difference between th~ f.o.b. price 
realisation and the sol:a11cd marginal cost of production ( vid(! detailed 
reply alre-ady given and reproduced in Pa·ragraph 1.63 of the 
39th Renort of the Con1mitt.e~). 'fhc rates of ~ssistancc Wt~rc fo be. 
determined by a balanced jud~cn1cnt of the said crit~ria 'Nhi('h~ as pointed 
out by the Committee., were in the nature of g~.nera1 a~sessn1~nts not sus-
ceptible of precise quantification. llowever, with the introduction ot 
the revised guiuclin~s with effect fron1 the 1st April~ 1979 .. based on the 
recoinn1endations of A1e,..ander Committee._ the criteria for determination 
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of cash assistance have acquired relatively greater clarity. Under these 
criteria, the emphasis is not so much on bridging the .. gap 
between cost of production and export realisation but on neutralising cer-
tain inherent handicaps and disadvant_agcs suffered by the lndian exporters 
such as unrebated indirect taxes, etc. Proformac fOJ" collection of infor-
mation have been standardised and it has been provided that the data. 
should be certified by a Chartered AC£Ountant and routed through the 
Export Promotion Councils or other similarly approved organisations. Al-
though data on f.o.b. cost and f.o.b. realisation are also 9btained, these 
are used more to have an overall idea of the general level of profitability 
of the -exports in question than for working out the rates of oosh 3$Sis-
tancc as such. As already stated .. the rates arc fixed at a level required 
to neutralise certain specific disadvantages which is often n1uch less 
.than the gap between f.o.b. cost and f.o.b. realisation. TI1us, the cost 
data arc relevant only to a limited extent in terms of th~ present policy. 
It may, however, be mentioned that a cost study is resottcd to in certain 
cases where the Cash Assistance Review Committee desire-s to havt~ 
a more precise estimate of the profitability of rxports before determining 
the rates of assistance. 

[Ministry of Comm·erce O.M. No. 6/15/81-EP Agri. II dated 
15th December~ 19811 

Recommendation 

Further .. the Committee observe that as per figures published by DGCIS, 
the average f.o.b. realisation from export of dcoilcd rice bran was 
Rs. 374 per tonne in 1974-75 and Rs. 457 per tonne in 1975-76. The 
profitability of the exports was not, however. examined by the Ministry 
of Commerce before extending cash assistance for J 976-77. Considering 
also the fact that in January 1976, the Ministry of Commerce had clearly 
indicated to the SEAl that if the industry was tnaking high profits, there 
would be no case for development subsidy also, the subn1ission of proposal 
by the Ministry of commerce for 1976-77 and the grant of cash assistance 
at the increased rate of 17.5 per cent for 1976-77 as against the rate of 
15 per cent for 1975-76 by the inter-ministerial Committee in March 1976 
was._ in the view of the Committee, not justified. 

[S. No. 12 Annexurc-111 Para 1.117 of the 39th Report of PAC., 
( 1 980-R 1 ) (Seventh Lok Sabha)] 

Action taken 

The profitability of export of dcoiled rice bran was not spccjfically 
examined before extending cash assistance on this item in 1976-77. 
During the period 1972-73 to 1974-75 the export did not show ariy growth 
and if at all there was a marginal decline. With the reintroduction of 
cash assistance from 1975-76 the exports started picking up again. The 
fact that the exports rose to 4.07 Iakh tonnes in 1976-77 would sho\v 
that the Committee was justified in giving cash assistance on this item. 
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If exports of this item had been highly profitable even without CCS there 
~hould have been a steady growth even prior to 1 97 5-7 6, which was not 
tthe case. 

[Ministry of Comm·ercc O.M. No. 6/15/81-EP Agri. II dated 
15th December, 1981] 

ReCODUDendation 
In a meeting held by the Commerce Secretary on 26 October, 1976, 

Jt was decided that the cost study for 1975 should be considered both 
by the Commodity Division of the Ministry of Commerce and the Ministry 
.of Finance. Subsequently on 2 November, 1976 the J:inancial Adviser 
of the Ministry of Commerce had suggested : "If cash assistance for the 
whole year is now paid, it will be very difficult to make recoveries in case 
.cost study reveals that cash assistance is not justified. On the contrary, if 
payments are kept pending and cost study is completed quickly, amounts 
can be relea'Sed provided cost study justifies the cash assistance." The 
next note recorded on the file on 12 November, 1976 was by the 
Jt. Secretary of the Ministry of Commerce dealing with Agriculture which 
read : '~I caUed the Chairman .. Solvent Extractors' Association and have 
clearly told him that cash assistance for 1975~ 76 would not be made 
available at an until they fully cooperate and have the cost study fo~ 
1975-76 completed. FA may kindly ask his staff to get in touch with 
hjm for further action''. As, according to the Ministry of Commerce, in 
this case the letters regarding payments to be made to SEAl . by tha 
Jt. Chief Contro11er of Imports and Exports, Bombay were to be issue4 
by the Agriculture Division of the Ministry . of Commerce, no information 
_seems t~ have been communicated to JCCIE, Bombay suggesting stoppage 
of the payment till the cost study was completed. \\"hen asked why no 
such con1munication was sent to JCCIE, the Additional Secretary of tbe 
Ministry of Commerce stated during evidence .. I am unable to say anything 
from the file as, to why administrative side could not send instructions." 
In this context, the Secretary, Ministry of C'ontmerce staled : "The Financial 
Adviser gave his advice in a note. If on~ is to go by what is on recor«t 
then the note of (Jt. Secretary) does not indicate that he had authorised 
the issue of instructions stopping payment. It is silent on that point.'' 
In the absence of any instructions from tire Ministry of Commerce for 
stopping payment, the JCCIE, Bombay disbursed cash assistance amountin~ 
to Rs. 52 lakhs in December, 1976 and Rs. 4.22 lakhs in March, 1977 
on the basis of the claims sent by the SEAl on exports made during 
1975-76. Balance of Rs. 1.57 lakhs was paid in May 1979. The 
Committee take a serious view over the non-issue of instructions by the 
Ministry of Comtncrce to JCCJE for stoppage of payn1ent of cash assistance 
resulting in the disbursement of Rs. 57.79 lakh.; to SEAl. They would, 
therefore, like the matter to be investigated by a team of senior officers 
outside the Ministry of Commerce with a view to fixing responsibility and 
identifying the lacuna in procedure so that such costly lapses do not recur. 
The report of the Team should be furnished to the Con1mittee within 
six n1ontbs. 

[S. No. 14 Annexure III Para 1.119 of the 39th Report of the PAC 
(1980-Sl)(Seventh Lok Sab~)J 
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Action taken 
~ 

. An deference to the suggestion made by the Committee it .is proposed. 
·to appoint a team of officers, not connected with the Department of 
Commerce, to go into the matter and submit theit findings. The 
composition of the team will be separately commwticated to the Committee~ 

[Ministry of Commerce O.M. No. 6/15/81-EP Agri. II dated 
1 Sth December, 1981} 

Recommendation 
The Committee have already commented upon in their earlier reports .. 

on various cash assistance schemes regarding the undesirability of placing 
total reliance on unverified data. Here they would like to point out that 
there ·was no justification for the Ministry of Commerce to ha~~ 
by-passed the requirement of verification of data furnished by SEAl on 
the ground that it would have been a time consuming process or that cost 
study was not necessary under the revised criteria. The Committee must 
express their displeasure over the fact that the decisions had been taken 
by the Ministry of Commerce and approval given by the Main Marketing 
Development Fund Committee, Inter-Ministerial Committee and the Cash 
Assistance Review Committee for grant of cash assistance on dcoiled rice 
bran for the year 1975-76 onwards in spite of the reservations expressed 
repeatedly by the Ministry of Finance. The Ministry of Finance had on 
several occasions asserted that there was no loss on the exports of deoiled . 
rice bran and in any case it was necessary to have cost study done on the 
basis of authentic data. On the basis of the information placed before 
the Committee, it is clear that the Ministry of Commerce did not seriously 
consider the objections raised by the Ministry of Finance from time to 
time and for no plausible reasons the completion of cost studies was delaled. 
(Para 1.124) 

The Committee also do not appreciated why the Ministry of Finance 
in spite of their reluctance in the initial stages had ultimate)}' agreed to the 

grant pf cash assistance knowing fully that their main objection ol 
non-compliance of cost study had not been met before the case for further 
extension of cash assistance was mooted by the Ministry of Commerce. 
The Committee find that the cash assistance on export of this commodity 
was sanctioned in 1970-71 and then reintroduced in 197 5-7 6 and continued 
up to 31 March, 1981 without any cost study which established any loss 
on exports. Thus the entire payment of Rs. 13.79 crores made on this 
account upto December 1980 was not justified. (Para 1.125) 

[S. Nos. 19 & 20 Annexure Ill Paras 1.124 & 1.125 <'[the 39th Report 
of the PAC (1980-81) (Seventh Lok Sabha)'] 

Action taken 

Judged by the result achieved in the matter of increased procc.:;sing 
of rise bran, production of rice bran oil and export of deoiled rice bran. 
payment of cash assistance on this item had served the purpose for which 
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it was introduced and continued. It would not be correct to conclude 
that , the entire payment on account of cash assistance for export of deoiled 
rice bran was unjustified. It will not be appropriate to conclude either that 
the observations of Ministry of Finance,Finance Division of the Comtnerce 
Ministry were not taken seriously or that the Ministry of Finance/Finance 
Division itself had acquiesced in the proposals without being fully convinced 
of their justification. Although the representative of the Ministry of 
Finance might have, at some stages, expressed reservations, Cash Assistance 
Review Committee had taken a collective decision after considering all 
·points of view. The basic idea was to boost the exports and the final 
decision of the Committee having been taken with this end in view had_ 
the approval of all interests represented at the meeting. 

f"Ministry of Comm·ercc O.M. No. 6/15/81-EP Agri. II dated 
15th December" 1981] 
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PART II 

MINUTES OF THE SITTING OF THE PUBLIC ACCOUNTS COM-
MITTEE (1981-82) HELD ON 5TH MARCH, 1982 

The Committee sat from 1530 to 1830 hours. 

PRESENT 
Shri S'atish Agarwal-C hnir11Ulll 

Shri Mahavir Prasad 

Shri M. V. Chandrashekara Murthy 

Shri Hari Krishna Shastri 

Shri Satish Prasad Singh 

Shri K. P. Unnikrishnan 

Shri lndradeep Sinha 

Prof. Rasheeduddin Khan 

REPRESENTATIVES OF THE 0FFICF. OF C&AG 

Shri R.C. Suri-ADAI (R) 

Shri S.R. Mukherji-Dircctor o.f Audit, ConuncrC"t! Jt~orks and 1\fisc. 

Shri R.S. Gupta--Director oj' Receipt Audit 

Shri N. Sivasu bramanian1--Director o_f Receipt Audit 

Shri G.R. Sood-Joint Director (Reports) 

Shri N.C. Roychoudhary--Joint Director (C&C~X) 

SECRETARIAT 

Shri D.C. Pande-Chi£1. Financial C~onuuittee Officer 

Shri K.C. Rastogi-Senior Financial Conzmittee O.tficer 

Shri K.K. Sharn1a-Senior Financial Co1nnJittee Officer 

Shri Ran1 Kishore-Senior Legislatil'e Conunittee Office,. 
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The com'llittee considered the following draft Reports and adopted 
the same with amendments/modifications as shown in Appendix 
I to V 
1. 77th Report on action taken by Government on the recommen-

dations contained in their 39th Report (7th Lok Sabha) on 
Cash Assistance for export of Deoiled ricelbran. 

* * * * * * * 
The Cotnn1ittec also approved certain other modifications 

arising out of factual verifications by Audit in the aforesaid draft Report'". 

The C onunittce then adjorned 



ANNEXURE I 

AmentinJents/n1odifications made by the Committee in 77th Action Taken 
Report on cash assistance .for export of deoiled rice bran at its sitting held on 

5 March, 1982. 

. Page 

12 

Para 

1 . 15 

Line Amendment/ modification 

Add the following sentence at the end of 
paragraph. 
"The Committee expect that Ministry of 
Commerce and Ministry of Finance will take 
due care before embarking upon any such 
scheme in future"'. 
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APPENDIX 

STATEMENT OF CONCLUSIONS AND RECOMMENDATIONS 
- ___ ,,.,~-.-~-~- -~---4-

Sl. Para Ministry 
No. No. Concerned. 

(1) (2) (3), 

1.6 Comn1erce. 

Conclusions and RecoJnmendations 

(4) 
- ---- _____ " __ _ 
The Con1mittee in their .original recommenda-

tion had observed that the concept that cash 
assistance is intended to span the gap between 
the cost of production and the f.o.b. realisation 
accruing from its export as also a detailed exa-
mination of the cost structure are relevant even 
after the issue of revised criteria laid down by 
the Bose-Mullick Committee and those laid down 
later by the Alexander Conltnittee and the 
Government "·as asked to examine the n1atter 
and clarify the policy in this regard. The 
Ministry of Commerce~ in their reply~ have 
stated that \Vith the introduction of revised 
guidelines \v.e.f. I April, 1979, hased on the 
recommendations of Alexander Committee, the 
criteria for dctern1ination of cash assistance 
has acquired relatively greater clarity. Under 
these criteria, en1phasis is not so tnuch on brid-
ging the gap between cost of production and 
export realisation but on neutralising certain 
inherent handicaps and disadvantages suffered 
by the Indian exporters such as unrebated 
indirect taxes etc. Proformae for collection of 
information have been standardised ~nd it has 
been provided that the data should be certified 
by a Chartered Accountant and routed through 
the Export Promotion Councils or other similarly 
approved organisations. The Ministry ~ f 
Commerce have further •stated that although 
data on f.o.b. cost and f.o.b. realisation are also 
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(I) (2) 

2 1.9 

(3) 
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···---- ------ ----------·~-- ----------------------

(4) 

obtained .. these are used n1ore to have an over-
all idea of the general level of profitability of the 
exports in question than for working out the 
rates of cash assistance as such. Thus., the cost 
data are relevant only to a limited extent in 
terms of the present policy. 

The Com1nittee fail to understand as to how 
the grant of cash assistance on the export of a 
con1modity could he justified if the export of 
that commodity result~ in substantia) profit even 
without cash assistance. Since the profitability 
of the exports of a con1n1odity can only be deter-
nlined by carrying out cost study~ the Cornn1ittee 
are of the vie\\· that it is desirable to carry out a 
proper cost study by the c·ost Accounts Branch 
of the Ministry of Finance before ~anctioning 

or rcncv~'ing the cash assi~tance on any cotnmo-
dity and particularly in case" of those con1n'lo-
dities ,,-here sub~tantial ~unount is paid every 
year as ca~h assistance and \\'hich have been 
enjoying thi" facility for a nun1ber of year~. 

C.on1n1erce The Ct)l11nlittec are not convinced \Vith the 
reply of the Governn1ent. They '' ould like to 
point out t ha.t hasic objective of grant of cash 
assistan<.:c i" to cotnpcnsate the exporters 
for any losses being ~utTered by then1 in the 
export of a con1n1odity. In vie"· of the fact that 
the average f.o. h. realisation from export of 
deoiled rice bran had sho\vn an increase of 
Rs. 83 per tonne in !975-76 as compared to 
1974-75 the Con1n1ittee fail to understand why 
the aspect of profitability \vas not examined by 
the Ministry of C"ommerce before extending the 
scheme of cash assistance at an increased rate. 
The Con1rnittee~ therefore. reiterate their earlier 
observation that the grant of cash assistance at 
the increased rate.of 17.5 ~ o in 1976-77 as against 
the rate of 15 c.• 0 for 1975-76 \\'as not justified. 
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(1) (2) (3) (4) 

3. 1.12 Commerce. In 39th Report, the Committee had observed 

4. 1.15 c:on1111erce 
Finance 
(Deptt. of 
Expenditure_) 

that in the absence of any instructions from 
the Ministry of Comn1erce for stopping payment 
the JCCIE, Bombay disbursed the cash assis-
tance amounting to Rs. 52 Iakhs in December 
1976 and Rs. 4.22 lakhs in March 1977 on the 
basis of the claims sent by the SEAl on exports 
made during 1975-76. Balance of Rs. 1.57 
lakhs was paid in May 1979. Taking a serious 
view over the non-issue of timely instructions by 
the Ministry of Commerce to JCCIE for stop-
page of payment of cash assistance resulting in 
disbursement of Rs. 57.79 lakhs to SEAl, the 
Committee had desired the 1natter to be investi-
gated by a team of senior officers outside the 
Ministry of Cotnmerce with a view to fixing 
responsibility and identifying the lacuna 1n 
procedure. Although the Report of the Con1mit-
tec \vas presented in April, 1981, the Comn1ittee 
are surprised to note that no concrete acE inn 
1n the n1atter lln.... been taken and even nl 
Decc1nber~ 19R 1. the Ministry or Con1rn~rcc 

\vcre still propo"'in~ to ap!Joint a tcarn of offii..·cr~ 
to go Into the 1natter. The C'otnn1ittee are 
unhappy at this lackad ia\ical n1anncr in \vhic~l 

specif1c recon1n1endations arc being dealt \Vith 
by the Ministry. 'fhe c·.unl~nittee \VOutd hkc 
Government to appoint the Tean1 of Officers 
to go into the n1atter \v·ithout any further delay. 
'fhey \VOU}d also like TO be appri--;ed of the fin J-
ings of this Team and the action taken thereon 
as c~rJy as possible. 

The Con11nittee arc not convinced with the 
repJy of the Government. They are of the vic\V 
that tn the absence of a cost study there is 
nothing to indicate that the export of de·oiled 
rice bran wou]d have suffered pcrceptit>ly if no 
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(I) (2) (3) (4) 
--- -----·--·----------------·----- ·-----... -···-----··-------------------

cash assistance had been granted. The Commit-
. tee, therefore, reiterate their earlier observation 
that the entire payment of Rs. 13.79 crores 
made on a~count of cash compensatory support 
for the export of de-oiled rice bran was not 
justified. The Committee expect that Ministry 
of Commerce and Ministry of Finance will take 
due care before embarking upon any such 
scheme in future. 
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