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INTRODUCTION

I, the Chairman of the Public Accounts Committee as authorised
by the Committee, do present on their behalf this One Hundred and
Seventy-Fourth Report on Cash Assistance—Paragraphs 30 and 31
of the Report of the Comptroller & Auditor General of India for the
vear 1972-73, Union Government (Civil).

The Report of the Comptroller & Auditor General of India for
the year 1972-73, Union Government (Civil) was laid on the Table
of the House on 30th April, 1974. The Committee (1974-75) con-
sidered Audit Paragraph 30 at their sitting held on the 5th July,
1974 (AN).

On 20th August, 1974, a Sub-Committee consisting of the following
Members was appointed to undertake a detailed examination of the
guestion of cash assistance and other incentives for export perform-
ance during the years 1970—73 with reference to paragraphs 28, 29
and 30 of the Report of the Comptroller & Auditor General of India
for the vear 1972-73. Union Government (Civil):

Shri Jvotirmov Bosu—Chairman

Shri T. N. Singh—Convener

Shri Sasankasekhar Sanval

Shri P. Antony Reddi [ Members

The Sub-Committee examined Audit Paragraphs 28 and 29 at
their sittings held on 8th January and 14th January 1975 (AN). The
Sub-Committee, however, did not examine paragraph 30.

The Committee (1975-76) considered and finalised this Report at
their sitting held on 28th April. 1976 based on the evidence taken
and further information furnished by the Ministry of Commerce.
The minutes of the sittings of the Committee form Part II* of the
Report.

For facility of reference the conclusions recommendations of the
Committee have been printed in thick tvpe in the body of the Report.

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

v



(vi)

For the sake of convenience, the recommendations|observations of

the Committee have also been reproduced in a consolidated form in
Appendix III,

The Committee place on record their appreciation of the com-
mendable work done by the Public Accounts Committee (1974-75)
in taking evidence and obtaining information for the Report.

The Committee also place on record their appreciation of the
assistance rendered to them in the examination of the Audit Para-
graphs by the Comptroller & Auditor General of India.

The Committee would also like to express their thanks to the
officers of the Ministry of Commerce for the cooperation extended
by them in giving information to the Committee.

H. N. MUKERJEE,
NEw DELHI; Chairman,
April 29, 1976. Public Accounts Committee.
Vaisakha 9, 1898(S).




I
EXPORT OF WALNUTS

Audit Paragraph

1.1. Walnuts are grown in Kashmir, Himachal Pradesh, Uttar
Pradesh and Punjab., Kashmir walnuts are noted for their quality.
Annual production of walnuts in the country has recently been
around 12,000 to 14,000 tonnes.

1.2, Walnut is a traditional export commodity. Walnut kernels
are exported mainly to United Kingdom, United States of America,
Canada, Australia and Japan. Walnuts in shells are exported mainly
to United Kingdom, Japan, Italy, East Germany, Poland, Czechoslo-
vakia and Yugoslavia. Presently there are 5 principal exporters of
walnuts (of which four are in Delhi and one is at Jammu). Exports
of walnuts (including exports under barter deals) during 1966-67 to
1972-73 were as follows:

Kerrel In shell Total Value

(Rs. in
crores)
(Tonnes)

1966-67 . . . . . 2,000 2,879 4,885 184
1967-68 . . . . . 1,579 1,825 3,404 1'50
1968-69 . . . . . 2,548 2,758 5,306 2-84
1969-70 . . . . . 1,460 1,189 2,649 1472
1970-71 . . . . . 1,661 1,451 3,112 1°47
1971-72 . . . . . 1,414 1,866 3,280 181
1972-73 . . . . . 1,735 2,987 4,722 284

1.3. The exporters of walnuts had been representing since Octo-
ber 1966 for cash assistance for their exports. In support of their
claims for cash assistance the Processed Food Export Promotion
Council forwarded to Government in March 1968, information fur-
nished by one of the registered exporters about its exports of walnut
kernels in March 1968. According to that information, the exporter
would lose 34 paise per kilogram on its export, f.o.b. realisation
being Rs. 5.14 against cost of Rs. 5.48. The trade did not then inti-
mate cost per kilogram of walnut in shell exported. The matter
remained under consideration of Government for quite some time.
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According to the statistics published by the Director General, Com-
mercial intelligence and Statistics, in June 1969, the average f.o.b,
realisation from export of walnut kernel in 1968-69 was Rs. 7.92 per
kilogram which was Rs. 2.44 more than the cost (Rs. 5.48) intimated
to Government. According to those statistics, the average f.0.b. rea-
lisation from walnut in shell was Rs. 2.97 per kilogram. The cost of
walnut in shell had not been intimated by the trade. Without
checking up with the published statistics, Government sanctioned in
March 1970 cash assistance of 10 per cent of f.0.b. realisation for
walnut kernel and walnut in shell exported (excluding those under
barter deals) in February and March 1970.

14. In March 1970 the trade requested Government to sanction
the cash assistance with retrospective effect from October 1969 (wal-
nut season starts around October) instead of from February 1970.
This was rejected by Government in May 1970 as “cash assistance
is given by way of an incentive to push up exports and in that con-
text, perhaps, giving retrospective effect to decisions relating to the
grant of cash assistance may not be very meaningful.” On further
reprasentation (June 1970) from the trade cash assistance of 5 per
cent of f.o.b. realisations for exports (other than exports under bar-
ter deals) during October 1969 to January 1970 was sanctioned in
January 1971 although it could have been known by then from statis-
tics published by the Director General. Commearcial Intelligence and
Statistics, that average f.o.b. realisution during that period per kilo-
gram of walnut kernel was Rs. 9.66.

1.5. A test-check of the records available in the office of the Joint
Chief Controller of Imports and Exports, New Delhi, showed that
during October 1969 to January 1970 monthly average f.o.b. realisa-
tion per kilogram was between Rs. 8.48 to Rs. 10.54 for walnut ker-
nels and Rs. 2.80 to Rs. 3.51 for walnut in shell, which were substan-
tially higher than the cost of Rs. 6.16 and Rs. 2.42 respectively inti-
mated by the trade in April 1971. According to the Director General.
Commercial Intelligence and Statistics, average f.o.b. realisation in
1969-70 for walnut kernel was Rs. 8.94 per kilogram which was
Rs. 346 more than the cost intimated in March 1968. The f.o.b.
realisation was Rs. 3.52 per kilogram for walnut in shell.

1.6. In January 1971, the same month in which cash assistance for
the back period October 1969 to January 1970 was sanctioned, cash
assistance of 10 per cent of f.o.b. realisations was also extended for
1970-71. This, too, was done without consulting the published statis-
tics and the information available in the records of the Joint Chief
Controller of Imports and Exports, New Delhi. A test-check of the
cash assistance vouchers available in the office of the Joint Chief
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Controller of Imports and Exports, New Dalhi, showed that monthly
average f.0.b. realisation for walnut kernel during 1970-71 was bet-
ween Rs. 5.65 and Rs. 10.74 per kilogram. The lowest price of
Rs. 5.65 was prevalent only in February 1971 when only 274 tonnes
were exported out of 1,661 tonnes exported during that year. In the
other months it was Rs. 7.09 and above. Monthly average f.o.b.
realisation of walnut in shell was Rs. 2.24 per kilogram in February
1971, while in other months it was between Rs. 2.78 to Rs. 3.21.
According to the Director General, Commercial Intelligence and
Statistics, the average f.o.b. realisation in 1970-71 was Rs, 6.48 per
kilogram for walnut kernel and Rs. 271 for walnut in shell which
were also higher than the cost of Rs. 6.16 and Rs. 2,42 respectively
intimated by the trade in April 1971.

1.7. In April 1971 the trade requested continuance of cash assist-
ance beyond March 1971 intimating that cost per kilogram was
Rs. 6.16 for walnut kernel and Rs. 2.42 for walnut in shell as against
f.o.b. realisation of Rs. 5.25 and Rs. 2.04 respectively. The Ministry
of Finance pointed out in August 1971 to the then Ministry of Foreign
Trade that, according to the official statistics, the f.o.b. realisations
were much more than those intimatad by the trade and that figures
furnished by the trade were based only on a few consignments picked
by the trade. and suggested (in June 1972) that the trade should
produce authentic evidence showing f.o.b. realisation in 1971-72. In
August 1972 the trade furnished the following information:

Cost F.O.B Loss
realisation

(Rupees per kilogram

Walnut Kernel

Firm 1 . . . . . . . 724 588 136
Firm 2 . . . . . . . 684 600 084
Firm 3 . . . . . . . 673 584 o 89

Walnut tn shell
Firm 1 . . . . . . . 322 2° 50 072

Pirm 2 . . . . . . . 318 2-68 0' 50

1.8. The information furnished by the trade was based on cost
and f.0.b. realisation for exoprt of a small quantity (52 tonnes of
walnut kernels and 70 tonnes of walnut in shells) of the total ex-
port. According to the Director General, Commercial Intelligence
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and Statistics, f.o.b. realisation per kilogram during 1971-72 was
Rs. 6.47 for walnut kernel and Rs. 3.17 for walnut in shell.

1.9. While the matter remained under consideration of Govern-
ment it was known from the statistics published by the Director
General, Commercial Intelligence and Statistics between September
1972 and January 1973 that during April 1972 to August 1972 average
f.o.b. realisation per kilogram was Rs. 8.29 for walnut kernel and
Rs. 3.83 for walnut in shell which were substantially higher than the
costs intimated by the trade in August 1972 and there was no loss
on exports. However, without consulting these published statistics,
in February 1973 cash assistance was sanctioned for 3 years from
October 1972 at the rate of 5 per cent of f.o.b. realisation plus addi-
tional 2} per cent if exports exceed the previous 12 months’ exports
by at least ten per cent. No cash assistance was sanctioned for ex-
ports during April 1971 to September 1972. The Ministry stated
(December 1973) that f.o.b. realisation during April 1972 to Septem-
ber 1972 was not taken into account while sanctioning (in February
1973) cash assistance from October 1972 as that was off season period
for walnuts.

1.10. Cash assistance paid for export of walnuts in 1969-70 was
Rs. 5.13 lakhs and that for 1970-71 was Rs. 2.77 lakhs.

1.11. As compared with previous years export of walnuts declined
in 1969-70 and 1970-71 when cash assistance was admissible and re-
covered, although slightly. in 1971-72 when cash assistance was not
available. The fall in export is stated to be due to fall in production
resulting in high prices in the country and deterioration in quality,
complaints about which were received from importers. India’s
principal competitor (China) in export of walnut is stated to be
reputed for strict adherence to contracts and consistence in quality.

1.12. In September 1973 Government reconsidered the question of
continuing cash assistance on export of walnut in the light of world-
wide short production of various edible nuts this year and a sharp
rise in the prices of nuts including walnuts and suspended the assist-
ance from 1st October 1973.

1.13. Indian walnuts fetch comparatively lower prices in the ex-
port markets. The price differential is attributed to poor grading,
excess of foreign matter and incidence of worm infestation, although
compulsory quality control has been introduced from September
1963.

[Paragraph 30 of the Report of the Comptroller & Auditor Gene-
ral of India for the year 1972.73, Union Government
(Civil) ]
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1.14. The Committee learnt from Audit that exports of walnutc
during the period from 1961-62 to 1965-66 were as follows:

Quantity in tonnes

Year Total
Exports
1961-62 . . . . . . . . . 5,448
1962-63 . . . . . . . . . 5,144
1963-64 . . . . . . . . . 5,614
1964-65 . . . . . . . 4,884
1965-66 . . . . . . . 4,220

1.15. Cash assistance to promote export of walnuts from the coun-
try had been given by Government from time to time as follows:

Period Extent of asistance
October 1964 to 6 June 1966 . 10% of f.0.b. realisatiors.
February to March 1970* . . . 10% of f.o.b. realisatiors.
October 1970 to March 1971 . . 109% of f.0.b. realisatiors,
April 1971 to September 1972 . No cash assistarce.
Oclober 1972 to September 1973** . 5% of f.o.b. realisatiors plus an additior sl

2 1/2% if exports excceded the previous
12 months’ exports by at least 109,.

*Sarctioned in March 1970. Subsequertly, on further represertatior , cesh assistar ce

of §% of f.0.b. realisatiors on exports durir g October 1969 to Jaruary 1970 was sanctiored
in January 1971.

**This had been initially sanctiored in February 1973 for 3 years from October 1972.
On reconsidcration in September 1973, assistar ce suspat dec ram Octebear 16752,

1.16. The following table, furnished at the Committee’s instance
by the Ministry of Commerce, indicates the production figures of
walnuts for the State of Jammu & Kashmir during 1966-67 to 1973-74.
worked out on the basis of the estimates of walnut production in the
State furnished by the Directorate of Horticulture, Planning and
Marketing, Government of Jammu and Kashmir, Srinagar:



Quantity in Tonnes

Year In shell  Kernels Shell Total in
equivalent Shell
of Kernels

1966-67 7631 3539 7857 15.468
1967-68 5005 2389 5304 10,309
1968-69 6315 4315 9579 15.894
1969-70 3904 2435 5406 9,310
1970-71 . . . . . 7683 3066 6806 14,489
1971-72 6909 2579 5725 12,634
1972-73 7074 3583 7821 14.895
1973-74 111 2840 63058 11,416

In this connection. the Ministry of Commerce also informed the
Committee that all-India production figures for walnuts were not
compiled by the Directorate of Economics and Statistics, Ministry
of Agriculture and that the normal average annual production of
walnuts in the country was estimated to be around 12,000 to 14.000

tonnes, the State of Jammu & Kashmir being the major producer of
exporter of walnuts.

1.17. The Committee enquired into the reasons for the grant of
cash assistance from October 1964 and its withdrawal subsequently
with effect from the date of devaluation (5 June 1966). A represen-
tative of the Ministry of Commerce stated in evidence:

“After the devaluation, we thought that our product should
compete with the other products. But actually, we found
that it was not possible because of two or three reasons.
The first one was that there was a local levy with the
result that the prices went up and therefore there was
no incentive for the traders to export their products out-
side the country. On top of it, the amount which we used
to get from Afghanistan also declined to some extent.
There was some diversion for purposes of internal con-
sumption. Therefore. the mair reasons are: (1) stiff
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competition from China. (2) enhancement of local levy
and taxation; (3) enhancement of prices of packing cases;

(4) lesser import of dry fruits; and (5) enhancement in
freight rates.”

In a note furnished subsequently in this regard, the Ministry of Com-

merce indicated the following reasons for the grant of assistance
during this period:

“Pakistan was offering scheme of bonus to its exporters, where-
by they were entitled to 20 per cent import licences on
their exports including this commeodity. Th2y had, there-
fore, a competitive edge over the Indian exporters and
they were under-cutting the prices offered by Indian ex-
porters. It became, therefore, necessary for the Govern-

ment to offer some incentive to the exporters to fight this
competition.

In addition. China was also undercutting the Indian prices.
Walnuts produced in China are of superior quality. A
survey conducted by our Commercial Representative in
Canada indicated that the declining trend of imports of
walnuts from India rose out of the lower prices quoted
by China and Pakistan. The offtake of Indian walnuts
by Canada in 1961 was of order of $ 1.23 million which
fell to $ 0.8 million in 1962. During the same period, China
had increased her export from $ 1.4 million to approxi-
mately § 1.56 million.

Since the devaluation of rupee w.ef. 6-6-1966 was in itself a
major step for assisting our export. continuation of cash
assistance on export was not considered necessary at that
time and therefore the cash assistance on export of wal-
nuts also was withdrawn.”

1.18. The cash assistance withdrawn following devaluation had
been reintroduced in March, 1970 in respect of the exports made in
Februarv and March. 1970 and the Audit paragraph points out that
the cash assistance had been sanctioned without anv check of the
actual f.o.b. realisations with reference to the published statistics of
the Director General, Commercial Intellicence and Statistics. The
Committee learnt from Audit that the Ministry of Commerce had
stated (December 1973) that “the factors contributing to the rise
in coste of exporters were considered in depth at various levels in
Government and were then discussed at a meeting of senior officials
of the Administrative Ministry and the Ministrv of Finance with the
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exporters. Taking into account all the factors and the considerable
drop in exports during 1969-70, it was considered necessary to grant

assistance on walnut exports if we were to push up exports of the
commodity.”

1.19. The Ministry had also informed Audit (December, 1973) as
follows:

“The cost data furnished by Processed Foods Export Promo-
tion Council in March, 1968 had become obsolete by
February 1970 when the decision to grant cash assistance
on walnut exports was taken. A whole lot of changes had
taken place between March, 1968 and March, 1970 and....
costs of walnuts had substantially jumped up due to fresh
levies by the Kashmir Government, substantial rise in
packaging costs, higher freights rates due to closure of
Suez Canal, higher internal prices and holding back of
walnut stocks by Kashmir producers. As such, even the
higher f.o.b. realisation of 1968-69 and 1969-70 did not

compensate the exporters for their steeply risen cost of
procurement.”

1.20. The Committee desired to know whether before deciding to
grant cash assistance for the export of walnuts, Government had
examined the cost structure and actual realisations. The represen-
tative of the Ministry of Commerce stated in evidence:

“Yes, Sir, we did it so far as the second period of 1972 is con-
cerned.”

When asked why such determination had not been done when cash
assistance was reintroduced in March, 1970 after devaluation, the
witness replied:

“] would only recall that this was not based on the normal
principles of f.o.b. realisation; this was based on two
necessities. The first one was to see that the internal
consumption was reduced, and the second was that export
should be encouraged. I would only like to recapitulate
that the incentive of 10 per cent was not considered to
be too high for earning foreign exchange through this
export. We had, in an earlier instance, prior to 1969,
rejected all claims for cash assistance on the basis of f.0.b.
realisation.”



He added:

“We had depended on different grounds altogether in this
particular case. Here, we did not rely on the differential
between the f.o.b. realisation and the costing. It was more
on the grounds of making our own goods competitive com-
pared to our other competing sources and also to ensure
that there is a certain amount of sustained effort in regard
to export and to maintain the level of exports.”

1.21. In view of the fact that relevant data relating to f.o.b.
realisations on walnut exports during 1968-69 were available with
the Director General, Commercial Intelligence and Statistics in
June, 1969, which would have rovided reliable information on the
prevailing cost structure, prices, etc., the Committee asked why this
had been lost sight of. The witness replied:

“As I mentioned, there are two points which have to be kept
in mind as to why we did not do it. One was the rele-
vant data in question were not germane for a decision on
this issue. The f.o.b. realisation in earlier years also had
no relevance.”

He added:

“I would only try to submit that in 1969-70 we did not go
into the question of cost at all. There was a qualitative
need for maintaining the market with reference to the
competition.”

Clarifying the position further, the witness stated:

“The figures of the DGCIS are certainly authoritative and
they are entitled to be consulted and given great weight.
We always consult them. In this particular case, both
for reasons of policy and for the reason that the data
were not relevant for deciding this issue, there was no
need to refer to them.”

1.22. Drawing attention to the fact that the export of 5,306 tonnes
achieved during 1968-69 was the highest during any of the previous
vears, the Committee enquired into the justification for introducing

cash assistance in 1969-70. The representative of the Ministry of
Commerce replied:

“1968-69 was a peculiar year when we had certain extraneous
and fortuitous circumstances in our foreign trade, and
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5,306 tonnes were sold because our main competitor—
China, was out of action, in the Foreign Trade sphere,
during that year. But it reviewed in the next year.”

1.23. The Committee asked whether the Ministry had relied
merely on the information supplied by the exporters and not on the
published statistics and information supplied by the Chief Control-
ler of Imports & Exports. The witness replied;

“I would like to draw a distinction. In 1970, the circumstan-
ces and the arguments were different. In 1972, when
cash assistance was given f.o.b. realisation and costing
played a part and we had taken this into account.

He added:

“In 1972, when we want into this refixation. we took care to
consult the statistics and also the costing and that was
very much kept in view and verv much taken into con-
sideration. In 1970. because, as I mentioned, of the dif-
ferent circumstances. we had to sustain our exports and
see that the losing ground was not lost further.”

1.24. Since Government had informed Audit in December, 1973
that the cost data collected in March. 1968 had become obsolete by
February. 1970 when a decision to grant cash assistance was taken.
the Committee desired to know why fresh data on the cost of export
had not been obtained and compared with the f.o.b. realisations re-
ported by the Director General. Commercial Intelligence and Sta-
tistics before sanctioning the cash assistance. The Committee also
desired to know the basis on which this matter was discussed at
different level before the assistance was sanctioned. when the basic
data was not available and how Government could decide on the
need for and the guantum of cash assistance without any com-
parison of cost with f.o.b. realisations. In a note furnished to the
Committee in this regard. the Ministry of Commerce stated:

“As stated in the evidence, the rationale for the decision to
grant cash assistance taken in February, 1970 was not on
the basis of f.o.b. prices and costs. The primary fact was
a sharp decline in export that had occurred during
October-November, 1969 as compared to October-Novem-
ber, 1968. 1t had also been brought to the notice of Gov-
ernment by the Processed Food Export Promotion Coun-
cil that the internal prices of walnuts and walnut kernels
had increased during April-November, 1969 from the same
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period of the previous year very much sharply compared
to the slight increase in f.o.b. realisations of walnuts and
walnut kernels. The retentive power of walnut growers
and primary merchants had increased due to advances
made from Cooperative institutions, leading to increased

internal prices. The reasons for the adverse export pros-
pects were found to be the following:

(2) There was a sharp increase in Ocean freight from
Bombay to UK. which was almost double. Similarly
the Ocean freight from Bombay to USA and Canada
had also gone up by from Rs. 66.64 per quintal to
Rs. 148.80 per quintal. These increases were not mat-
ched by increase in unit realisations.

(b) Internal Octroi and Taxes imposed by J&K Govern-
ment and others had considerably increased prices.
For instance, a new Nagrota tax of Rs. 5.40 per quintal
was imposed, the octroi at Delhi had increased from
0.80 per quintal to Rs. 2/- per quintal. The truck
freight from Srinagar to Jammu, from Jammu to Delhi
and from Delhi to Bombay had also increased. All
these factors together had increased the total cost of
transportation from Jammu to Bombay from Rs. 32.34
per quintal to Rs. 4698 per quintal. Again packing
cost had also gone up to Rs. 2/- and Rs. 12/- per 50 kgs.
for walnuts and kernels.

(¢) The import of other dry fruits from Afghanistan had
gone down and shortages of dry fruits like almond and
pistachio had led to an additional demand of walnuts
whose prices were pushed up.

(d) China had emerged as a major exporter of walnuts
and was under-cutting exports of India in UK. and
other Western markets. The prices offered by China
were extremely low and in all probability subsidised.

Internal price data is verifiable through Marketing Intelli-
gence service whereas the FOB cost data is not. The
problem was one of diverting walnuts from internal
sales to exports.

The cash assistance was granted in February, 1970 for th.e
period February, 1970 onwards. The data on f.o.b. reali-
sation from October, 1969 onwards (i.e. the start of the
season) could not be available at that time (February,

537 LS-—2
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1970). The rate of cash assistance was arrived at hav-

ing regard to the high incidence of freight, and having
regard also to the fact that this product enjoyed a cash
assistance of 10 per cent previously.”

1.25. Since the underlying idea behind the grant of cash assis-
tance for 1969-70 appeared to be to deter internal sales which fet-
ched higher prices than exports, the Committee asked whether the
question of levying an excise duty on walnuts consumed internally
had ever been considered, which would have been an obvious reme-
dy. The representative of the Ministry of Commerce replied in
evidence:

“This is a sensitive agricultural product.”

When the Committee pointed out that this had been done in the
case of sugar. the witness replied:

“...there were certain other internal levies by Government
which made it more competitive. Therefore, we could
not burden it with additional taxation. During the period
in question, there was already an increase of the order
of Rs. 16.18 per quintal through the local taxes them-
selves, namely, Nagrotta tax, Jam Will, Octroi Lakhan-
pur and Delhi Octroi and Customs duty. Therefore, we
felt that it would not be feasible to have a higher addi-
tional duty on it.”

1.26. The Committee asked whether before granting cash assis~
tance, any consultations had been held with the Directors of Horti-
culture of the J & K Government or the Himachal Pradesh Govern-
ment. The witness replied:

“We have consulted the Jammu and Kashmir Government.
The Jammu and Kashmir Government themselves have
brought to our notice the need for some assistance.”

1.27. The Ministry of Commerce furnished, at the Committee's
instance, a copy of the letter dated 19 July, 1969 from the Commis-
sioner for Planning and Development and Secretary to the J&K
Government, Planning on the subject addressed to the Joint Secre-
tary in the Ministry of External Trade & Supplies, which is repro-
duced in Appendix I

1.28. It would be seen from paragraph 3.15 that the cash assis-
tance sanctioned initially in respect of the exports during February
and March, 1970 had been, on further representation, subsequently
extended, in January, 1971, though at the reduced rate of 5 per cent
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to exports made during October, 1969 to January, 1970. The Com-
mittee learnt from Audit in this connection that while conceding,
in December 1973, that ‘as a matter of principle, Government is not
in favour of giving cash assistance with retrospective effect’ and
that in the context of the fact that cash assistance is given by way
of an incentive to push up exports, ‘giving retrospective effect tos
such decisions is, of course, not very meaningful’, the Ministry of
Commerce had, however, stated as follows:

“In regard to walnuts, it was recognised that there was room
for taking a special decision in view of the fact that
walnut crop comes in  October and the decision which
Government had taken was almost in the middle of the
walnut trading season. Giving effect to the decision
from a date from the middle of the season would result
in the benefit accruing to some, while denying to some
others, who had exported produce of the same crop
during the same season. After very thorough and care-
ful consideration, and as a compromise, Government
finally agreed to grant of cash assistance on walnut ex-
ports effected between 1st October, 1969 to January,
1970.”

1.29. The Committee enquired into the factors that compelled
the Government to concede retrospectively 5 per cent cash assis-
tance on exports effected between October, 1969 and January, 1970,
after initially declining to entertain the demand. The representative
of the Ministry of Commerce replied in evidence:

“In the first instance, Government declined to accede to the
request because of the normal principle that it can only
be prospective. Subsequently, the trade again brought to
the notice of the Government and this was also strongly
endorsed by the Jammu and Kashmir Government that
it is inequitable to deny the benefits to those people who
have been exporting walnuts particularly in the first
part of the season and merely restrict it to the people who
come at the fag end of the season.”

When asked whether this decision was based only on the concepts
of equity and justice and not taken on the basis of actual exports,

the witness replied:

“Exports had also taken place.”

In this connection, the Ministry of Commerce furnished to the Come
mittee a copy of a letter dated 8 June, 1970 from the Director of
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Industries & Commerce, J & K Government addressed to the Direc-
tor in the Ministry of Foreign Trade, pleading for giving effect to
the cash incentive with effect from October 1969 instead of from 1
February, 1970, which is reproduced in Appendix II.

1.30. The Audit paragraph points out that in January 1971,
when cash assistance at 5 per cent of f.o.b. realisations was sanc-
tioned retrospectively for the period October, 1969—January, 1970,
cash assistance of 10 per cent of f.o.b. realisations was also extend-
ed for 1970-71, without consulting the published statistics and the
information available in the records of the Joint Chief Controller
of Imports and Exports. When asked whether the cost structure
and actual realisation were examined before deciding to sanction

cash assistance, the representative of the Ministry of Commerce
replied:

“Yes, Sir; we did it so far as the second period of 1972
concerned.”

is
1.31. The Committee desired to know when the Ministry had

come across some reliable data in regard to the cost structure. The
witness stated:

“On 2nd May, 1972, we had an inter-ministerial meeting
when it was considered that we should collect additional
data and information from the trade in order to find
out what exactly are the realisations. At that time, we
asked them for attested documentation. It was brought

to our notice on 17th June, 1972 that a bank-attested
invoice should be called for.”

When asked whether no data had been collected after March 1968
when the Processed Food Export Promotion Council forwarded to
Government some information furnished in this regard by one of
the registered exporters, the witness replied:

“We had relied on the unit value realisation. But I would
like to add one more explanation. In 1967, we collected
some data; in 1971, we could not collect any data and

similarly in 1972-73, we could collect some data for veri-
fication.”

1.32. The Committee enquired into the reasons for Government
not relying upon the figures of f.0.b. realisations reported by the
Director General of Commercial Intelligence and Statistics and for
not ascertaining the relevant information from the records available
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with the Joint Chief Controller of Imports and Exports. The wit-
ness replied:

“So far as this question is concerned, actually, there is a
time lag between the information that is collected by the
DGCIS and the relevant period for which the informa-
tion is required. The time lag is usually about six
months which is accounted for by the DGCIS having to
collect the data from the Customs. The Customs base
themselves on the shipping documents and therefore
there is no minimum synchronisation of the period for
which the data can be available from the DGCIS, and
the data which is relevant for deciding the issue.”

1.33. The Committee learnt from Audit that the Ministry of
Commerce had stated as follows in December 1973:

“The question of extending cash assistance on walnut exports
beyond 31st March, 1971 was taken up by Ministry of
Commerce with the Ministry of Finance in February
1971, but the matter could not be resolved due to diffi-
culties in reconciling the f.o.b. realisation since worked
out on the basis of Director General, Commercial Intel-
ligence and Statistics publications and figures furnished
by the Trade. After prolonged examination and numer-
ous discussions, it was decided in an Inter-Departmental
meeting that the contradiction between the figures re-
garding f.o.b. realisation supplied by Trade and Director
General, Commercial Intelligence and Statistics figures
should be looked into and the trade should be asked to
furnish necessary proof in support of the correctness of
their figures. As according to the Trade, it was not
practicable for them to furnish and for Government to
process the information relating to all shipments of wal-
nuts during 1971-72, because these shipments ran into
several hundreds of varying value and the examination
and bank attestation of all documents, like invoices in
different currencies, bills of lading, insurance documents
etc. relating to these shipments would be too enormous
a task to be accomplished in a reasonable period of time,
it was agreed that a sample check should be undertaken
with reference to exports of three or more major ex-
porters in regard to their exports during 1971-72, show-
ing shipment-wise exports, f.0.b. realisation for each
shipment, bank attested invoices or other documen_ts in
support thereof etc. The Trade members accordmgly
furnished representative invoices of their exports during
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1971-72. The original invoices, information relating to
costs etc. were studied by the Government.”

1.34. Since no cash assistance had been sanctioned during 1971-72
obviously because such assistance was not justified on the basis of
the figures reported by the trade and the f.0.b. realisations reported
in published statistics, the Committee enquired into the basis for
sanctioning, in February 1973, cash assistance for a period of three
years from October, 1972 although on the basis of the published
statistics relating to the period, April—August, 1972, no cash
assistance was justified. The representative of the Ministry of
Commerce stated in evidence:

“In 1969-70 when the volume went down, we resorted to the
cash assistance. We see the impact of cash assistance
in the increase, during 1970-71, to 3112 tonnes. It is true
that the cash assistance had stopped on 31st March, 1971.
It was not there between 1st April, 1971 and 1st October,
1972. There has been an increase; but it will be noted
that the increase has been somewhat marginal viz. 3280
tonnes as against 3112 tonnes, attained in 1970-71, which
means an increase only of 168 tonnes over the previous
yvear. We started resuming that assistance during the
1972 walnut season; and when we did it, the figure went
up to 4722 tonnes, i.e. by 1500 tonnes. This would reveal
that the magnitude of the increase is directly correlated
to the availability of cash assistance.”

He stated further:
“When we started resuming cash assistance in 1972-73, we
went into the various data and cross-checked them.
There were reasons for our not accepting the recommen-
dations of the trade.”

Elaborating the position further, the witness stated:

“In 1971-72, when we continued to examine this question, we
collected a great deal of data, along with those furnished
by the trade. We scrutinised them and found that there
was no case for granting assistance. Therefore, we
rejected the proposal.”

When asked in this context whether Government had found fault
with the recommendations of the trade, the witness replied:

“We critically scrutinised the estimates; we compared them
with the statistics. The f.o.b. realisation, as given by
the trade, was higher than that given by the Directorate.
Therefore, it is evident that they did not have any bene-

fit.”
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135. From the correspondence exchanged between the J & K
Government and the Government of India furnished to them by the
Ministry of Commerce, the Committee found that the question of
extending the cash assistance during the 1972-73 walnut season had
been discussed at the Third meeting of the Standing Committee on
Walnuts held in Srinagar on 9 and 10 August, 1972. The relevant
extract from the minutes of the meeting is reproduced below.

“The exporters and the representatives of J & K Government

once again strongly emphasised that the decision in
relation to grant of cash assistance to the export of wal-
nuts should be expedited. The declining trend in the
exports was mainly due to the rising domestic prices and
the fact that without cash assistance, the export trade
would result in losses to the exporters. It was pointed
out that due to declining exports, a number of parties
dealing with export of walnut were winding up their
business. If action was not taken immediately owing
to the competitive position which China was establish-
ing, the position of India in the export of walnuts trade
will move from bad to worse.”

1.36. The following statement furnished, at the Committee’s
instance, by the Ministry of Commerce indicates the export prices
and the domestic prices of walnuts during the years 1966-67 to

1973-74:
*¢Export prices of *Domestic wholesale
walnuts and walrut  prices of in-shell wal-
kernelsf.o.b. Bombay nuts prevailing in
per kg. Bombay—per kg.
Year
Walnuts  Walnut in Walnuts in Shell
in shell kernels
Prices in Rupees Prices in Rupces
April—May 1966 . . . No export  4-03 392
June-March, 1966-67 . . . . . 2' 4% 573
1967-68 2-70 6 40 481
1968-69 2:97 7:91 5-08
1969-70 3-52 8-94 653
1970-71 271 649 725
1971-72 . . 317 6-47 606
1972-73 . . . . . . . 3°91 960 657
1973-74 (April-Feb. . . . . . 616 12° 5§ 8 14
*Source :  Bulletin on “agricultural situation in Irdia’’ publishcd by the Directorate
of Economic and Statistics, Ministry of Agriculture, Gove rnmer:t of Irdis,
New Delhi—August issucs. For 1973-74. Bullctir for August beirg rot
available yet,issues for other months have bcer corsulte € for errivir g at the
annual average price.
#oSource :  Director General of Commercial Intelligence and Statistics, Cslcutta,

(Export statistics books).
Domestic prices for walnut Kernels are not published.
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In this connection, the Ministry of Commerce stated that the

figures presented by them in respect of walnuts in shell, would bear
out the following:

“During 1967-68 and 1968-69, the difference in domestic
prices and export prices was unfavourable for export by
Rs. 2.11. During 1966-67, the export prices were only
unfavourable by Rs. 1.47 per kg. and thus exports were
further discouraged by the prevailing high domestic
prices in 1967-68 and 1968-69. Claims for cash subsidy
from 1966 onwards were preferred from exporters of
walnuts. The situation worsened in 1969-70 when the
export prices were unfavourable by Rs. 3.00 per kg.
compared to domestic prices. Cash subsidy was given in
this year and continued in 1970-71 when the internal
price had further increased to make the price for ex-
ports more unattractive and unfavourable by Rs. 4.54
per kg. In 1971-72, domestic price came down and ex-
port price went up and the Government withdrew the
subsidy. During 1972-73 the subsidy was revived as
increase in export prices and fall in domestic prices that
occurred in 1971-72 still did not diminish the unfavour-
able difference in prices appreciably.

The export price during 1973-74 increased sharply {from
below Rs. 4 per kg. to above Rs. 6 per kg. This is in
consonance with our decision to discontinue cash assis-
tance.”

1.37. The Committee drew attention to the analysis made by
Audit that as compared with the previous years, exports of walnuts
declined in 1969-70 and 1970-71 when cash assistance was admissi-
ble and recovered, although slightly, in 1971-72 when cash assis-
tance was not available and desired to know how this phenomenon
could be explained. The representative of the Ministry of Com-
merce stated in evidence:

“I would like to invite your attention to this. The starting
point was 1969-70, when exports were at a low ebb of
2,649 tonnes. This emphasised the necessity for cash
assistance. Cash assistance was introduced in 1968-70.
In 1970-71, in the following year, export figure was 3112
tonnes. There was a significant increase in the volume
of exports. Again, in 1971-72, the figure reached Wwas
3280 tonnes. In 1972-73, the total figure was 4722 tonnes
From this, it will be seen that there is a certain amount
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of co-relation between the availability of cash assistance
and the growth in the volume of exports.”

1.38. When the Committee asked whether the steps taken to

recover lost ground in walnut exports had succeeded in achieving
the desired objective, the witness replied:

“Yes, Sir. The loss occurred in the year 1967-68 was largely
due to certain circumstances. In fact, if you take the
overall quantity exported during the decade 1953-54 to
1964-65, it has been of the order of about 5,000 tonnes
but if you compare the figures for 1967-68 with the figures
for 1968-69, you will find that there has been a decline,
that is, from 4885 tonnes to 3404 tonnes. That was due
to some external circumstances. Again, in the year
1969-70, it fell down to 2649 units. The need for taking
certain special steps was felt and as a result incentive
was given to the exporters. Now, there has been a pro-
gressive increase since last year. The figures for 1970-71,

1971-72 and 1972-73 are 3112, 3280 and 4722 tonnes res-
pectively.”

As regards the figures for 1973-74, enquired into by the Committee,
the witness stated:

“In the year 1973-74, there was a decline in regard to the
total quantity, that was about 2241 tonnes. But then the
unit value realisation was far high. It was Rs. 11,345
per tonne as against the original unit value realisation of
about Rs. 4,000 or so per tonne and therefore in terms of
the total value, we did not lose very much. We lost
only about Rs. 0.30 crore. As against Rs. 2.8 crores in

1972-73, our total value realisation was about Rs. 2.4
crores in 1972-73.”

1.39. The Committee desire to know the reasons for the decline
in exports in 1973-74 and the remedial measures, if any, taken to

improve the situation. In a note, the Ministry of Commerce
stated:

“As per the data published by the Directorate of Commercial
Intelligence & Statistics, the export figures for 1973-74
amounted to 3746 tonnes valued at Rs. 3.75 crores. These
are lower in quantity and higher in value than the exports
during the last year 1972-73 of 4722 tonnes for Rs. 2.84
crores. According to the trade. the reason of decline in
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exports is chiefly due to the withdrawal of the scheme
of cash assistance with effect from 1-10-1973 which de-
prived the assistance to the export trade for the crucial
period of exports. It will be seen that the export prices
still are unfavourable compared to the internal prices for
walnut in shell, though the gap has narrowed down com-
pared to the previous years. The decline in exports could
be related to some extent to the decline in production also,
as according to the production figures the production
during 1973-74 was 23 per cent lower than in 1972-73.”

1.40. The Audit paragraph also points out that the fall in exports
was stated to be due to the fall in production resulting in high prices
in the country and deterioration in quality, complaints about which
were received from importers. In this connection, the Committee’s
attention was drawn to the following extract from an article on
‘Export prospects of Minor Forest Products’ which appeared in the
‘Foreign Trade Review’ (Volume VIII, No. 1, April-June, 1973) pub-
lished by the Indian Institute of Foreign Trade:

“The fall in the quantum and value of our exports of walnuts
in the recent years has been mainly due to fall in produc-
tion resulting in high prices in the country. Exports have
also been affected due to deterioration in quality for which
complaints from the imporiers, particularly from those in
the United Kingdom, were received. The United Kingdom
has been the major buyer of Indian walnuts, the other
important markets being the United States of America,
Canada and Australia. In recent years, the East European
countries have also imported large quantities of walnuts.
India’s principal competitor in the world market for wal-
nut is China. China’s hold on the United Kingdom mar-
ket stems from its strict adherence to the contracts and
lack of any complaints regarding its products.”

1.41. The Committee enquired into the steps taken to eliminate
the complaints in regard to the deterioration in the quality of wal-
nuts exported from India. The representative of the Ministry of
Commerce replied:

“So far as the quality control and steps taken for improving
the quality are concerned, I would submit that we have
taken two or three distinct steps. In the first place, there
is a quality Control Inspection before the goods are sent
to the foreign market. In the second place, we have also



21

graded the various kinds of walnuts and Agmark standar-
disation and specifications have been introduced. There
has been substantial increase in the graded Agmark quality
of walnuts. The following figures would show the increase
in the export of walnuts in the year 1972-73. For the
year 1970-71, we have exported 3112 tonnes. In 1972-73, it
has gone up to 4722 tonnes and again, I may submit, wal-
nut grading and marketing techniques have also been
further improved. Fumigation has been made obligatory.
In addition to that, we have got a report recently made
for instructing the grading and marketing for In-shell and
shell-walnut under Agmark specification, by the Ministry
of Agriculture. It sets out not only the procedure for
applying Agmark standardisation but also for processing
technique regarding quality fumigation and prophylactic
treatment.”

1.42. When asked whether any appreciable improvement in
market demand had been noticed after these steps had been taken,
the witness replied:

“So far as the quality Control Inspection is concerned, there
has been a significant improvement. For instance, I would
like to give some figures. As against the total quantity
of 12,074 tonnes of walnuts graded and Agmarked for the
period 1970-71 to 1972-73, complaints have been received
only in respect of consignments totalling about 33 tonnes
showing less than 0.3 per cent of the total quantity gradea.
It will be seen that so far as the Quality Control and Speci-
fications are concerned, this has been effective.”

1.43. The Committee desired to know whether the grant of cash
assistance had benefited the growers and, if so. to what extent. In
a note, the Ministry of Commerce stated:

“Information has been sought from the Government of Jammu
and Kashmir and Ministry of Agriculture in this regard.”

1.44. The Committee note that the cash assistance of 10 per cent
of f.0.b. realisation allowed on the exports of walnuts from October,
1964 and discontinued on devaluation of the Rupee (6 June, 1966)
was revived by Government in March 1970 and made applicable to
the exports (excluding those made under barter deals) during Feb-
ruary-March, 1970. The decision had been taken on the basis of re-
presentations from the trade and the recommendations of the Pro-
cessed Food Export Promotion Council which, in turn, were based
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on the data relating to the export of walnut kernels in March 1968
furnished by one of the five principal exporters in the country.
It had been claimed, on the basis of this data, that the exporter
would lose 34 paise per kilogram on his exports of walnut kernels,
the f.o.b. realisation being Rs. 5.14 against the cost of Rs. 548
However, according to the published statistics of the Director Ge-
neral, Commercial Intelligence & Statistics, the average f.o.b. realis-
ation from the exports of kernels in 1968-69 was Rs. 7.92 per kilo-
gram (Rs. 2.44 more than the cost of Rs. 5.48 intimated by the trade
to Government). The exporter had also not furnished any details in
regard to exports of walnut in shell, while, according to the sta-
tistics of the Director General, the average f.o.b. realisation from
such exports was Rs. 2.97 per kilogram.

1.45. Even though the data compiled by the official agency indi-
cated that the f.o.b. realisations were more than the cost intimated
by the trade, the actual f.o.b. realisations had not been taken into
account by Government in arriving at the decision to grant cash as-
sistance and in determining the quantum of assistance for the period
February-March, 1970. Reliance had been placed instead on the de-
tails furnished by the trade, on the ground that the data relating
to f.0.b. realisations ‘were not germane for a decision on this issue’.
It has been stated that during this period the problem was one of
diverting walnuts from internal sales to exports and that the cash
assistance had been sanctioned ‘more on the grounds of making our
own goods competitive compared to our other competing sources
and also to ensure that there is a certain amount of sustained effort
in regard to export and to maintain the level of exports’. The ‘con-
siderable drop’ in exports of walnuts during 1969-70 and the conse-
quent need to ‘push up’ exports of the commodity have been cited
as factors necessitating the grant of cash assistance. However, ac-
cording to Government’'s own admission, the exports of 5,306 tonnes
achieved in 1968-69 were entirely on account of certain ‘extraneous
and fortuitous circumstances’, with China, India’s main Competitor
in walnut trade, being out of the picture. Besides, internal production
of walnuts had also fallen by about 40 per cent in 1969-70.

1.46. The Committee, therefore, apprehend that Government were
unduly sdiarmed by the decline in exports during 1969-70 and cash
asgistance was resortied to on an ad hoc basis, without a scientific
evaluation of the costs and f.o.b. realisations. Even conceding that
there could be some justification for cash assistance, the Committee
_ are of the view that since the quantum of assistance had been linked
to f.0.b. realisations, Government ought to have proceeded on the
basis of a precise cost-benefit analysis. In the absence of such an
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anmlysis, it is not elear to the Committee how the need for cash as-
sistance had been ascertained by Government. It is also not clear
why the quantum of assistance had been fixed at 10 per cent of the
f.0.b. realisation for February-March 1970 and subsequently extend-

ed, in January 1971, at 5 per cent of the f.o.b. realisation in respect
of the exports made during October 1969—January 1970,

1.47. The Commerce Ministry has explained that the cost data
furnished by the Processed Food Export Promotion Council in March
1968 had become obsolete by February 1970 when the decision to
grant cash assistance on walnut exports was taken and that ‘a whole
lot of changes’ had taken place between March 1968 and March 1970.
This sounds vague and the Committee would stress that the Ministry
should have obtained fresh data relating to the cost of exports and
compared them with the f.o.b. realisations reported by the Director
General, Commercial Intelligence & Statistics. A similar exercise
should have been carried out in January 1971, when cash assistance
of 5 per cent of f.0.b. realisation had been sanctioned retrospectively
for the period October 1969—January 1970, especially in view of the
fact that the Ministry could have known by then from the statistics
of the Director General, Commercial Intelligence & Statistics that the
average f.0.b, realisation during that period per kilogram of walnut
kernel was Rs. 9.68. This should not have been difficult since there
are only a limited number of walnut exporters and the market is
also a small one, and the relevant data could have been obtained
and correlated with the f.o.b. realisations with a view to ensuring
that the assistance was, in fact, justified. Considering the fact that
according to the records available in the office of the Joint Chief Con-
troller of Imports & Exports, the monthly average f.o.b. realisation
per kilogram of walnut exported during October 1969—January
1970 was between Rs. 8.48 and Rs. 10.54 for walnut kernels and Rs.
2.80 and Rs. 3.51 for walnut in shell, which were, in fact, substantial-
ly higher even than the cost of Rs. 6.16 and Rs. 2.42 respectively in-
timated by the trade as late as April 1971, the Committee are doubt-
ful about the justification for this assistance. Government’s handl-
ing of this issue seems to have been unsatisfactory.

1.48. The Committee also find that cash assistance of 10 per cent
of f.o.b. realisations had been sanctioned, in January 1971 in res-
pect of the exports made during the walnut season 1970-71 (October—
March), without consulting the published statistics and the infor-
mation available in the records of the Joint Chief Controller of Im-
ports & Exports. Here again, the Committee are concerned to ob-
serve that the actual f.0.b. realisation for walnut kerncl during 1976-71
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ranged between Rs. 5.65 and Rs. 10.74 per kilogram (the lowest
price of Rs. 5.65 being prevalent only in February 1971, when only
274 tonnes Lad been exported) and that for walnut in shell was Rs.
2.24 per kilogram in February 1971 and ranged between Rs. 2.78 to
Rs. 3.21 in the other months. When these realisations are compared
with the cost reported by the trade in April 1971, it is evident that
there had been no loss on exports justifying the grant of cash assis-
tance. In this connection, it is significant that when an attempt was
at long last made, in August 1971, to correlate the f.o.b. realisations
inimated by the trade with those available in the published statistics,
it had been found that no cash assistance was justified for the period
from Aprii 1971 to Septembesr 1972, The Committee are unhappy
that a similar exercise was not carried out before sanctioning cash
assistance in respect of the exports made during the earlier periods.
The entire approach of Government appears to have been entirely
‘ad hoc’ and by no means correct throughout, This is very much to

be regretted and must not recur.

1.49. The basic defect in the system of granting cash assistance
seems to be that there is no effective machinery available with Gov-
ernment to concurrently evaluate and review the market trends, the
f.ob. realisations and the impact of various kinds of assistance
given for export Promotion, so that necessary changes and adjust-
ments could be effected promptly as soon as wide fluctuations came
to notice. Consequently. the assistance given from time to time has
had little or no relevance to the realities of the situation at a given
point of time and more often than not, such assistance proved to
have been not only a drag on the exchequer but in the result infruc-
tuous. The Committee, therefore, desire that a suitable machinery
for a concurrent review of the relevant factors should be devised
so as to ensure that the trade does not derive undue benefits from
the fact that all the relevant information mav not be readily avail-
able to the administrative Ministry concerned.

1.50. The Committee have been informed that there is ususlly
a time lag of about six months between the information that is col-
lected by the Director General, Commercial Intelligence & Statis-
tics and the relevant period for which the information is required.
This is not a very satisfactorv arrangement. That this chould be so
despite the introduction of mechanical compilation in the Directo-
rate is a matter for concern. The Committee desire that the exis-
ing arrangements for the collection and dissemination of information
relating to commercial inteliigence and statistics should be critically
reviewed and necessary corrective measures taken without delay so
that the information system serves as an aid to decision making.
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1.51. Viewed in retrospect, it would appear that the main factors
contributing to the fall in exports of walnuts were lower internal
production, deterioration in the quality of Indian walnuts and the
increase in interna] consumption. In such circumstances, cash assis-
tance could hardly make any impact. Unfortunately no steps had
apparently been taken to increase production and regulate suitably
the internal market. In determining the quantum of assistance, the
internal profitability should have also been taken into account. A
policy of promoting exports at any cost without taking the neces-
sary corresponding steps to control internal prices and consumption
and to increase production does not appear sound. What is required
is an integrated and coordinated approach to the entire question and
not a propensity towards ad hoc and piece-meal-fiats.

1.52. The Committee are concerned about the complaints regard-
ing deterioration in the quality of walnuts exported from India, as
reported by the Indian Institute of Foreign Trade. This kind of
thing has affected our exports adversely. The Committee note that
certain steps are said to have been taken by Government in this
regard. Such steps should be properly enforced and the position
carefully and constantly kept under watch.
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CASH ASSISTANCE FOR IMPORT OF RAW JUTE FIBRE
Audit Paragraph.

2.1. Consequent on devaluation of Indian Rupee, Government
approved in October 1966 payment of ad hoc cash assistance to the
jute industry for import of raw jute|mesta with a view to increase
production, avoid unemployment, stabilise prices of jute goods and
step up exports. The rates of assistance per tonne were Rs. 500 for
iute and Rs. 250 per mesta and jute cuttings imported. Under this
scheme, 57 mills were granted cash assistance of Rs. 694.94 lakhs
during 1966-67 to 1970-71 for import of about 2.27 lakh tonnes of raw

jute/mesta. The imports were made during June 1966 to March
1967.

2.2. One of the conditions prescribed for grant of ad hoc cash
assistance was as follows:

“The imported fibre acquired wholly or substantially out of
Government grants-in-aid would not without prior sanc-
tion of the Central Government be disposed of or encum-
bered or utilised for purpose other than for the manufac-
ture of jute for export. The Jute Commissioner shall
satisfy himself regarding the fulfilment of this condition
and shall give a certificate to this effect to Audit.”

The Jute Commissioner has neither verified the condition of export
performance nor furnished the requisite certificate to Audit even
six-seven years after import of raw jute!mesta. The Ministry stated
(February 1974) that it had not been possible for the Jute Commis-
sioner to ascertain the extent to which the mills had exported jute
goods made out of the subsidised imported jute as the mills had not
submitted to him relevant documents, authenticated by the Central
Excise and Customs department, showing that they had exported
jute manufactured from imported jute fibres/mesta.

2.3. The following further facts have also been noticed:—

(i) About 150 tonnes of raw jute/mesta imported during June
1966 and March 1967 for which cash assistance of Rs. 0.38
lakh was paid by the Jute Commissioner were sold by one
mill without approval of Government. The Ministry
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stated (February 1974) that the Ministry of Law was

being consulted to find out whether any action could be
taken against the mill.

(ii) Cash assistance of Rs. 0.74 lakh was paid to thirty mills
for about 228 tonnes of raw jute|mesta which were not
actually received. Of Rs. 0.74 lakh, Rs. 0.25 lakh only had
been refunded by nineteen mills by September 1973. The
Ministry stated (February 1974) that the Junte Commis-

sioner had already initiated action for recovery of the
balance Rs. 0.49 lakh.

(iii) Cash assistance was admissible for four different grades
of mesta, viz., super, ‘A’, ‘B’ and ‘C'. Seven mills were
paid cash assistance of Rs. 3.68 lakhs for import of about
1,470 tonnes of jute/mesta which were shown in the ship-
ping documents and invoices as of grades ‘C’ and above,
but they had actually imported mesta of quality inferior
to ‘C. The Ministry intimated (February 1974) that
Rs. 5,703 had been recovered and action was being taken
for recovery of the balance.

{iv) Payment for jute!mesta imported by the mills was made
in foreign exchange. Claims for refund on account of
short-receipt, inferior quality of fibres etc. were realised
in foreign exchange by three mills only. Two more mills
were reported to have preferred their claims in foreign
exchange aggregating £ 4,147 (rupee equivalent: Rs.
88,266). Nine mills claimed between December 1966 and
March 1971 Rs. 6.17 lakhs from the foreign suppliers/local
brokkers in rupee instead of foreign currency, of which
Rs. 2.03 lakhs had been received by five mills. Thus,
failure to claim the refund in foreign exchange by these
nine mills resulted in loss of foreign exchange to the
country. The amount of loss of foreign exchange in the
cases of remaining forty three mills could not be assessed
as the information which the Jute Commissioner had
called for from these mills in May 1972 had not been
furnished (November 1973). The Ministry stated (Feb-
ruary 1974) that the mills had claimed refund in foreign
exchange or in Indian currency depending on the terms
and conditions of the contracts.

[Paragraph 31 of the Report of the Comptroller and Auditor
General of India for the year 1972-73, Union Govern-
ment (Civil)].

537 LS—3
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2.4. One of the conditions prescribed for the grant of ad Roc cashr
assistance to the jute industry for the import of raw jute or mesta
was that the imported fibre acquired wholly or substantially out
of Government grants-in-aid was not to be disposed of or encum-
bered or utilised for purposes other than for the manufacture of
jute goods for export, without the prior approval of the Central
Government. The fulfilment of the condition by the beneficiary
mills was to be watched by the Jute Commissioner who was to
furnish a certificate to this effect to Audit. The Audit paragraph,
however, points out that the Jute Commissioner had neither veri-
fied the condition of export performance nor had furnished the
requisite certificate to Audit, even six to seven years after the sub-
sidised imports had been effected.

2.5. According to the Audit paragraph, the Ministry of Commerce
had stated in February 1974, it had not been possible for the Jute
Commissioner to ascertain the extent to which the mills had ex-
ported jute goods made out of the subsidised imported jute as the
mills had not submitted to him the relevant documents, authenti-
cated by the Central Excise and Customs departments, showing
that they had exported jute goods manufactured from imported
jute fibres or mesta. The Committee enquired whether the relevant
documents kad since been received and, if not, the action taken to
obtain them. The Committee also desired to know whether it was
now feasible, after the lapse of a considerable period of time, to
obtain information from the available records. In a written reply,
the Ministry of Commerce stated:

“The Jute Commissioner had finalised the procedure for
issuing utilisation certificates as per the conditions laid
down in Government’s letter No. 8(3)Tex. (D) 66, dated
the 31st May, 1967, which inter alia required the mills to
submit evidence on the basis of AR 4 forms duly completed
and authenticated by the Central Excise and Customs
authorities in February 1972. The Jute Mills could not
comply with this procedure prescribed in view of the fact
that 70 per cent of the mills did not directly export the
goods manufactured and it is the shippers who took care
of exports. The mills had represented to the Jute Com-
missioner their difficulties, and the whole question on the
basis of which the Jute Commissioner would satisfy him-
self that the conditions prescribed while giving cash assist-
ance have in fact been fulfiled, was reconsidered in the
Ministry of Commerce in consultation with the Ministry
of Finance. After re-examining all aspects of the matter
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it was decided in July 1974 that the Jute Commissioner

could issue utilisation certificates taking into account the
following matters:

(i) Chartered Accountant’s certificate verifying particulars
given by the individual jute mills on the basis of the
RG. 1 Register maintained by them.

(ii) An analysis of the overall consumption of raw jute and

@

production and despatch of jute goods of each of the
mills during the relevant period, and

if) A test check of AR, 4 forms available with the Excise
authorities in respect of exports.

The R.G. 1 register is a permanen. record wier: enric
are authenticated by excise authorities. At the relevant
period when the raw jute was imported and production
for export had taken place, officers of the Excise Depart-
ment were posted in the mills and they had authenticated
the entries in the RG. 1 register.

the basis of these instructions, the Jute Commissioner has
already issued utilisation certificates on full in respect of
27 out of 57 mill companies. In respect of 18 other mills,
utilisation certificates covering all but a small quantity
have been issued. While it should be possible to obtain
information from the records in almost all the cases,
there have been three cases where records have been
destroyed by fire or floods. These are Budge Budge,
Delta and Chevaid. In these cases the mills have been
asked to produce collateral evidence. The matter is being
actively pursued by the Jute Commissioner.”

2.6. In one case, about 150 tonnes of importel *zw ' o
for which cash assistance of Rs. 0.38 lakh was paid, had been se.d
by a mill without Government’s approval and the Ministry of Com-
merce had informed Audit that the Ministry of Law was being con.
sulted to

find out whether any action could be taken against the

The Committee enquired about the advice of the Ministry of

Law in this case and the action taken on the basis of that advice.
In a written note furnished to the Committee in this regard, the
Minisry of Commerce replied:

“The entire amount has been recovered on 24-5-1974. The

Ministry of Law who were consulted in the matter have
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opined that no further action can be taken against the
mills.”

2.7. The Audit paragraph also points out that cash assistance of
Rs. 0.74 lakhs was paid to 30 mills for about 228 tonnes of raw jute]
mesta which were not actually received and that out of this amount
only Rs. 0.25 lakh had been refunded by 19 mills by September 1973.
The Committee desired to know why cash assistance had been paid
on quantities not actually received and whether the balance amount
of Rs. 0.49 lakh had since been recovered from the remaining 11
mills. In a written reply, the Ministry of Commerce stated:

“Cash assistance had been paid on the basis of weights re-
corded at the time of imports. Audit figures of weight
were on the basis of weight at the mills. There were
small differences in the weights due to shrinkage transit
loss etc. and assistance given on this have been recovered
from the mills. In this case also the remaining 0.4% lakh
have been recovered.”

2.8. As regards the payment of cash assistance of Rs. 3.68 lakhs
to seven mills who had actually imported mesta of quality inferior
to grade ‘C’, the Committee learnt from Audit that the Junte Com-
missioner had intimated, in November 1967, as follows:

“We have admitted claims for grant of cash assistance on
import of Thai mesta only in those cases where we have
been satisfied after examination of relevant documents
that the goods imported and actually received and taken
into stock are of ‘C’ grade and grades above ‘C'.”

In view of this statement by the Jute Commissioner, the Committee
desired to know how it was found subsequently that certain quanti-
ties of imported mesta were of quality inferior to grade ‘C’. In a
written reply, the Ministry of Commerce stated:

“With regard to the quality of mesta imported there were
only 3 grades. There are a number of characteristics
which go into the making of a particular grade like the
colour of the jute, the quality wof the fibre etc. Even
within a grade there are possibilities of differences in
these particular characteristics. At the time of import
there was no grade inferior to ‘C’ grade at gll. However,
within ‘C’ grade, on the basis of differences in colour etc.,
certain quamntities were classified as claimable ‘C’ grade.
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This would mean that they continue to be ‘C’ grade but
to be considered as quantities in respect of which a claim
could be preferred. The cash assistance was in any case
payable so long as it fell within the ‘C’ grade. It is only
in two cases that mesta supplied could not be classified as
mesta and fell into the category known as habijabi and
inferior cutting. This is in regard to National Co. and
the Reliance Jute Mills who had been paid Rs. 3309 and
Rs. 2394 as cash assistance and in both these cases the cash
assistance has been recovered.”

2.9. Yet another aspect highlighted by Audit was that while
payments for jute or mesta imported were made in foreign exchange,
claims for refund on account of short receipt, inferior quality of
fibres, etc., had been realised in foreign exchange by three mills
only. Two more mills had been reported to have preferred their
claims in foreign exchange while nine others had claimed refunds
from the foreign suppliers or local brokers in rupee instead of
foreign currency. Since the failure to claim refunds in foreign ex-
change resulted in loss of foreign exchange to the country, the
Committee asked whether Government could not insist that all
refunds should be asked for in foreign exchange. The Committee
also enquired into the refunds claimed by the remaining mills in
rupees and in foreign currency. In a note furnished to the Com-
mittee, the Ministry of Commerce replied:

“The jute was imported mostly through local brokers. The
responsibility for claiming of refund etc. is that of the
brokers and if they have not done it the matter is one of
violation of foreign exchange regulations. The Jute
Commissioner does not have the machinery to go into this.

The Jute Commissioner, however, has made a reference to
the Reserve Bank of India, in respect of 57 mills with
facts and figures. He had requested them to make such
verifications as they can to see if any violation of the
foreign exchange regulations has been made and take action
as required. From the facts that Jute Commissioner
has been able to ascertain, 35 mill companies had prefer-
red claims out of which 16 had preferred claims partly in
rupees and partly in foreign exchange. Three mills had
preferred claims entirely in foreign exchange out of
which one had preferred the claim directly with the ex-
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porter. 16 had preferred through brokers, entirely in
rupees. The Reserve Bank of India has been furnished

all these facts.”

2.10. The Committee are perturbed over the delay on the part of
the Jute Commissioner in verifying the export performance of 57
jute mills which had been granted ad hoc cash assistance to the ex-
tent of Rs. 69494 lakhs on the imports of raw jute or mesta made
by them between June 1966 and March 1967 and also in furnishing
the requisite utilisation certificates to Audit, even after the lapse of
six to seven years. Apparently, the jute mills could not comply with
the procedure prescribed for the submission of necessary evidence of
export performance on the basis of AR-4 forms duly completed and
authenticated by the Ceniral] Excise and Customs authorifies, in
view of the fact that 70 per cent of the mills did not even direcily
export the goods manufactured. It was only after simplifying the
procedure, in July 1974, that the Jute Commissioner appears to have
been in a position to issue utilisation certificates in full in respect of
27 of the 57 mills and partly in respect of 18 other mills. The Com-
mittee are unable to condone the apparent failure to have the moda-
lities worked out in all essential details before the grant of cash

Further, the Committee would like to know why it had

assistance.
with only partial

taken Government some eight years to revise,
success, the procedure in this regard.

2.11. The Committee are doubted have for the simpi.ified proce-
dure could be considered adequate, especially in the light of the
lapse of a considerable time after the imports and the reliance now
laid on the certificates of Chartered Accountants who have been
entrusted with the task of verifying the particularg furnished by the
individual jute mills. It is clear to the Committee that sufficient care
had not been exercised to devise initially a fool-proof system of
verifying the export performance of the mills which had been paid
cash assistance on their imports. The Committee, therefore, desire
that the circumstances leading to the predicament under review
should be examined in detail forthwith and responsibility fixed
for the failure to safeguard adequately the intierests of Government.

2.13. Vigorous and concerted efforts should also be made by the
Jute Commissioner, after satisfying himself thoroughly of the claims
of export performance made by the mills, to issue utilisation certi-
ficates in full in respect of the 18 mills for whom only partial certi-
ficates are yet to be issued. The Committee would particularly like
special attention to be paid to the three mills whose records are
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alleged to have been destroyed by fire or floods and the utilisation
certificates issued only after a proper check and verification. The
Lommittee would await a further detailed report in this regard.

2.13. The Committee find that even though one of the conditions
prescribed for the grant of ad hoc cash assistance to the jute industry
stipulated that he imported libre acquired whddy or substantially out
of Government grants-in-aid was not to be disposed of without Gov-
ernments approval, about 150 tonnes of imported raw jute/mesta,
for which cash assistance of Rs. 0.38 lakh was paid, had been sold
by a mill without obtaining the necessary approval and that the
Ministry of Law have opined that apart from recovering the cash
assistance paid to the mill, no further legal action can be taken.
'The Committee are of the view that such a situation could have been
avoided if adequate penal measures for the violation of the conditions
of grant of cash assistance had heen provided for. The Committee
would like to know if Government had contemplated, and asked
legal advice about, the provision of penal clauses in the conditions
governing the grant of cash assistance in order to prevent recipients
from abusing such grant and/or vitiating its purpose by exploitation
of alleged loopholes. The Committee recommend that adequate
safeguards be made a built-in feature of {he conditions so that mis-
use of the facility of subsidised imports may be stringently penalised
and effectively prevented.

2.14. Another aspect which causes serious concern to the Com-
mittee is the apparent violation of Foreign Exchange Regulations by
-some mills in claiming refunds on account of short receipt, inferior
quality of fibres, etc. in rupees instead of in foreign currency. Since
the failure, on the part of the mills, to claim refunds in foreign ex-
change has resulted in loss of valluable and scarce foreign exchange
to the country, the Committee desire that all such cases should be
investigated by the Reserve Bank of India, in consultation with the
Enforcement Directorate, on the basis of the facts and figures stated
to have been furnished by the Jute Commissioner and appropriate
action taken against the delinquents. The Committee urge strongly
that since these cases are now almost a decade old, the investigations
should be completed as expeditiously as possible and the Committee
informed of the progress made and the concrete action taken against
the delinquents.

2.15. The Committee find from the Audit paragraph that seven
mills were paid cash assistance of Rs. 3.68 lakhs for import of about
1,470 tonnes of jute/mesta which were shown in the shipping docu-
‘ments and invoices as of grades ‘C’ and above, but they had actually
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imported mesta of guality inferior to grade ‘C’, for which no cash:
assistance was admissible The Ministry had informed Audit
(February 1974) that Rs. 5,703 had been recovered and action was
being taken for the recovery of the balance. The Committee would
like to be informed whether the balance amount of Rs. 3.62 lakhs
has since been recovered and whether the circumstances in which
the assistance bad been irregularly paid have been looked into with:
a view to fixing responsibility for the lapse.

H. N. MUKERIJEE,
NEW DELHI:

APRIL .29’ 1976 Chairman.
Vaisakha 9, 1898(S) Public Accountg Committee.




APPENDIX 1
ANNEXURE III (a)

GOVERNMENT OF JAMMU & KASHMIR PLANNING
DEPARTMENT

S. K. Sahgal, LA S,,

Commissioner for Planning and Development
and Secretary to J&K Govt., Planning,
Civil Secretariat, Srinagar, Kashmir, J&K.

D.O. No. Ind-28/69-Ps.
Srinagar,
the 19th July, 1969.

Dear Shri Bannerji,

As you must be aware, our State is the principal exporter of
walnuts both shelled and unshelled from India. We are, however,
worried about the declining quantum of vur exports in the past few
years. The following figures of exports in the last six years will
indicate that the quantum of exports has been reduced from over
5,000 tonnes to around 3,000 tonnes annually. We further learn that
in the year 1968-69 there has been a sharp decline even in the value
of exports of Rs. 75—lakhs only

Year (Quantity  (F.O.B.
in tornes)  Value in Rs.)
1962-63 . . . . . . . . 5,144 1,28,32,000
1963-64 . . . . . . . . 5,614 1,48,67,000
1964-6% . . . . . . . . 4,885 1,37,06,000
1965-66 . . . . . . . . 4,220 1,21,40,000
1966-67 . . . . . . . . 4,884 1,84,37,000
1967-68 . . . . . . . . 3,360 1,51,00,000

Recently we have enquired into the matter in great detail and
our feeling is that the main reason for this decline in exports is the
closure of the Suez Canal, which had a twofold impact. Firstly as

35
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the walnuts are required to reach the UK. and other Western
Markets well before Christmas, the closure of the Suez Canal has
resulted in putting sharp limitations on the time of despatch. Our
crop comes into market in the middle of September and after pro-
cessing and grading etc. it has to reach the port towns by the middle
-of October at the latest to catch the Christmas market. This has put
a premium on quick transport and our exporters have had to resort
to road transport from our State to the Port towns resulting in very
high transport charges (as compared to the rail transport used
<earlier).

Secondly as walnuts have to be shipped by a longer route the
sea freight charges have also gone up. This has discouraged the
trade from vigorously entering the export market where, as vou
know, our main competitor is China.

In order to ensure, therefore. that the level of exports of walnuts
is maintained, if not increased. we feel that it is very necessary to
compensate the exporters sufficiently for the increased transport
costs, since it is not feasible. nor within the control of the Govern-
ment, to reduce the road transport charges or the increased sea
freight charges. The State Government are, therefore, of the view
that the Government of India should consider revival of the cash
assistance scheme which was in vogue for walnut exporters till
devaluation of the rupee we feel that a cash assistance of 10 per
cent of the F.O.B. value of the exports would be necessary to suffi-
ciently compensate the exporters for the increased transport costs.
The Union Government mayv also consider the grant of higher cash
assistance to those exporters who export walnuts by air, as we feel
that if air transport is encouraged the present volume of exports

can be increased.

It is requested that the matter may kindly be considered at the
earliest convenience and the necessary decision taken well in time
to enable our exporters to improve their performance during the
forthcoming walnut season commencing in September, 1969.

With kind regards,

i Yours sincerely,
o i Sd/-
- (S. K. Sahgal)

'Shri A. C. Benerjj,

Joint Secretary,
Ministry of External Trade & Supplies,

Government of India, Udyog Bhavan,
New Delhi.



APPENDIX 1II
ANNEXURE III (b)

DIRECTORATE OF INDUSTRIES & COMMERCE
JAMMU AND KASHMIR GOVERNMENT

W. S. Tambe, IAS D.O. No. HC/215/339
Director. Srinagar, the 8th June, 70.

Dear Shri Modawal,

You may recall that at the meeting held last September at
Srinagar to consider various measures of promotion exports from the
State of Jammu and Kashmir during the visit of Shri K. B. Lall, it
was agreed among other things that the Government of India could
consider the grant of cash incentive of walnut exports, keeping in
view the increase in the transportation costs.

We understand that the Central Government has now agreed to
provide a cash incentive to the extent of 10 per cent on the f.o.b.
export value of walnuts from 1-2-1970. While this decision is to be
welcome, I have to point out that the bulk of the exports of walnuts
take place in the period Oct.—Jan. According to the figures which
we have callected (as per enclosed statement) are more than 94.00
lakhs worth of exports occurred in the period October, 69—January,
70, as compared to exports of only Rs. 42,48 lakhs in the period Feb.—
April, 1970. The grant of incentive from 1-2-1970 will thus deprive
the exporters from receiving the incentive for the major portion of
the exports and this is bound to adversely effect the trade.

It is also felt that the grant of such an incentive mid-way between
the exporting season will create an anamolous position and result in
discrimination between different exporters.

I have already sent you a telegram in this regard (copy of which
is enclosed for ready reference) and I would again request you that
decision to provide cash incentive on the export of walnuts (the
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need for which has already been appreciated by you) should be giverr
effect from Oct. 69 instead from 1st Feb. 1970. We expect that this
is likely to encourage a substantially increased level of export of
walnuts from the State in the forth-coming season.

With kind regards,

Yours sincerely,
Sd/-
(W. S. Tambe)

Shri C. N. Modawal,
Director,

Ministry of Foreign Trade,
Government of India,
New Delhi.

The following are the figures of walnut exports from October,
1969 to April, 1970.

QOctober 1969. Rs. 1,26,321/-
November 1969. Rs. 29,09,740/-
December 1969. Rs. 29,82,036/-
January 1970. Rs. 34,00,000/-
Total: Rs. 94,18,097/-

February 1970. Rs. 16,66,499/-
March 1970. Rs. 10,59,746/-

April 1970. Rs. 15,22,376/-
Total: Rs. 42,48,621/-
Grand tota] from October 1969 } Rs. 94,18,097/-

to April, 1970.

Rs. 42,48,621/-

Rs. 1 ,36)66»718/'



APPENDIX 1Ii

Conclusions/Recommendations

Main
S). Para Ministry
No. No. Concerned
1 2 3
I 1.44 Ministry of Commerce

Recommendation/conclusion

4

The Committee note that the cash assistance of 10 per cent of
f.o.b. realiastion allowed on the exports of walnuts from October 1964
and discontinued on devaluation of the Rupee (6 June 1966) was
revived by Government in March 1970 and made applicable to the
exports (excluding those made under barter deals) during Febru-
ary-March 1970. The decision had been taken on the basis of
representations from the trade and the recommendations of the
Processed Food Export Promotion Council which, in turn, were
based on the data relating to the export of walnut kernels in March
1968 furnished by one of the five principal exporters in the country.
It had heen claimed on the basis of this data, that the exporter would
lose 34 paise per kilogram on his exports of walnut kernels, the
f.o.b. realisation being Rs. 5.14 against the cost of Rs. 5.48. How-
ever, according to the published statistics of the Director General,
Commercial Intelligence & Statistics, the average f.o.b. realisation
from the exports of kernels in 1968-69 was Rs. 7.92 per kilogram

6g
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1.45

Ministry of Commerce

(Rs. 2.44 more than the cost of Rs. 5.48 intimated by the trade to
Government). The exporter had also not furnished any details in
regard to exports of walnut in shell, while, according to the statis-
tics of the Director General, the average f.0.b. realisation from such
exports was Rs. 2.97 per kilogram,

Even though the data compiled by the official agency indicated
that the f.o.b. realisations were more than the cost intimated by the
trade, the actual f.o.b. realisations had not been taken into account
by Government in arriving at the decision to grant cash assistance
and in determining the quantum of assistance for the period Feb-
ruary-March 1970. Reliance had been placed instead on the details
furnished by the trade, on the ground that the data relating to f.o.b.
realisations ‘were not germane for a decision on this issue’. It has
been stated that during this period the problem was one of divert-
ing walnuts from internal sales to exports and that the cash assis-
tance had been sanctioned ‘more on the grounds of making our own
goods competitive compared to our other competing sources and
also to ensure that there is a certain amount of sustained effort in
regard to export and to maintain the level of exports’. The ‘consi
derable drop’ in exports of walnuts during 1969-70 and the conse-
quent need to ‘push up’ exports of the commodity have been cited
as factors necessitating the grant of cash assistance. However, ac-
cording to Government's own admission the exports of 5,306 tonnes
achieved in 1968-69 were entirely on account of certain ‘extraneous

14
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1.47

_..do_._

-do—

and fortuitous circumstances’, with China, India’s main competitor
in walnut trade, being out of the picture. Besides, internal produc-
tion of walnuts had also fallen by about 40 per cent in 1969-70.

The Committee, therefore, apprehend that Government were
unduly alarmed by the decline in exports during 1969-70 and cash
assistance was resorted to on an ad hoc basis, without a scientific
evaluation of the costs and f.o.b. realisations. Even conceding that
there could be some justification for cash assistance, the Commit-
tee are of the view that since the quantum of assistance had been
linked to f.o.b. realisations, Government ought to have proceeded
on the basis of a precise cost-benefit analysis. In the absence of
such an analysis, it is not clear to the Committee how the need for
cash assistance had been ascertained by Government. It is also
not clear why the quantum of assistance had been fixed at 10 per
cent of the fo.b. realisation for February-March 1970 and subse-
quently extended, in January 1971, at 5 per cent of the f.o.b. reali-
sation in respect of the exports made during October 1969—January
1970. ‘

The Commerce Ministry has explained that the cost data fur-
nished by the Processed Food Export Promotion Council in March
1968 had become obsolete by February, 1970 when the decision to
grant cash assistance on walnut exports was taken and that ‘a
whole lot of changes’ had taken place between March 1968 and
March 1970. This sounds vague and the Committee would stress
that the Ministry should have obtained fresh data relating to the

1%



cost of exports and compared them with the fo.b. realisations
reported by the Director General, Commercial Intelligence and
Statistics. A similar exercise should have been carried out in
January 1971, when cash assistance of 5 per cent of f.o.b. realisation
had been sanctioned retrospectively for the period October 1963—
January 1970, specially in view of the fact that the Ministry could
have known by then from the statistics of the Director General,
Commercial Intelligence and Statistics that the average f.o.b. reali-
sation during that period per kilogram of walnut kernel was Rs. 9.68.
This should not have been difficult since there are only a limited
number of walnut exporters and the market is also a small one,
and the relevant data could have been obtained and correlated with
the f.ob. realiastions with a view to ensuring that the assistance
was, in fact, justified. Considering the fact that according to the re-
cords available in the office of the Joint Chief Controller of Imports
and Exports, the monthly average f.o.b. realisation per kilogram of
walnut exported during October 1969—January 1970 was between
Rs. 848 and Rs. 10.54 for walnut kernels and Rs. 2.80 and Rs. 3.51
for walnut in shell, which were, in fact, substantially higher even
than the cost of Rs. 6.16 and Rs. 2.42 respectively intimated by the
trade as late as April 1971, the Committee are doubtful about the
justification for this assistance Government’s handling of this issue
seems to have been unastisfactory.

(44
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The Committec also find that cash assistance of 10 per cent of
{.0.b. realisations had been sanctioned, in January 1971, in respect of
the exports made during the walnut season 1970--71 (October-
March). without consulting the published statistics and the infor-
mation available in the records of the Joint Chief Controller of
Imports and Exports. Here again. the Committee are concerned to
observe that the actual f.o.b. realisation for walnut kernel during
1870-71 ranged between Rs. 5.65 and Rs. 10.74 per kilogram (the
lowest price of Rs. 5.65 being prevalent only in February 1971, when
only 274 tonnes had been exported) and that for walnut in shell
was Rs. 2.24 per kilogram in February 1971 and ranged between
Rs. 2.73 to Rs. 3.21 in the other months. When these realisations
are compared with the cost reported by the trade in April 1971, it is
evident that there had been no loss on exports justifving the grant
of cash assistance. In this connection. it is significant that when
an attempt was at long last made, in August 1971, to correlate the
f.oh. realisations intimated by the trade with those available in
the published statistics, it had been found that no cash assistance
was justified for the perind from April 1871 to September 1972. The
Committee are unhappyv that a similar exercise was not carried out
before sanctioning cash assistance in respect of the exports made
during the earlier periods. The entire approach of Government
appears to have been entirely ‘ad hoc” and by no means correct
throughout. This js very much to be regretted and must not recur

The basic defect in the svstem of grantnig of cash assistance
seems to be that there is no effective machinery available with
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Government to concurrently evaluate and review the market
trends, the f.o.b. realisations and the impact of various kinds of
assistance given for export promotion, so that the necessary changes
and adjustments could be effected promptly as soon as wide fluc-
tuations came to notice. Consequently, the assistance given from
time to time has had little or no relevance to the realities of the
situation at a given point of time and more often than not, such
assistance proved to have been not only a drag on the exchequer
but in the result infructuous. The Committee, therefore, desire that
a suitable machinery for a concurrent review of the relevant factors
shou!ld be devised so as to ensure that the trade does ont derive un-
due benefits from the fact that all the relevant information may
not be readily available to the administrative Ministry concerned.

The Committee have been informed that there is usually a time
lag of about six months between the information that is collected
by the Director General. Commercial Intelligence and Statistics
and the relevant period for which the information is required. This
is not a very satisfactory arrangement, That this should be so
despite the introduction of mechanical compilation in the Directo-
rate is a matter for concern. The Committee desire that the existing
arrangements for the collection and dissemination of information
relating to commercial intelligence and statistics should be criti-
cally reviewed and necessary corrective measures taken without
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delay 93 that the informstion system serves as an aid to decision
making.

Viewed in retrospect, it would appear, that the main factors
contr:buting to the fall in exports of walnuts were lower internal
production, deterioration in the quality of Indian walnuts and the
increase in internal consumption. In such circumstances, cash assis-
tance could hardly make enyv impact. Unfertunately, no steps had
apparently been taken to increase production and regulate suitably
the internal market. In determining the gquantum of assistance, the
internal profitabilitv should have also been taken into account. A
policy of promoting exports at anyv cost without taking the neces-
sary corresponding steps to control internal prices and consumption
and to increase production does not appear sound. What is re-
quired is an integrated and coordinated approach to the entire
auestion and not a propensity towards ad hoc and piece-meal flats.

The Committee are concerned about ths complaints regarding de-
terioration in the quality of walnuts exported from India, as report-
ed by the Indian Institute of Foreign Trade. This kind of thing has
affected our exports adversely. The Committee note that certain
steps are said to have been taken by Government in this regard. Such
stens should be properly enforced and the position carefully and
constantly kept under watch.

The Committee are perturbed over the delay on the part of the
Jute Commissioner in verifying the export performance of 57 jute
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mills which had been granted ad hoc cash assistance to the extent of
Rs. 694.94 lakhs on the imports of raw jute or mesta made by them
between June 1966 and March 1967 and also in furnishing the re-
guisite ulilisation certificates to Audit, even after the lapse of six
to seven years. Apparently, the jute mills could not comply wit

the procedure prescribed for the submission of necessary evidence
of export performance on the basis of AR-4 forms duly completed
and authenticated by the Central Excise and Customs authorities,
m view of the fact that 70 per cent of the mills did not even directly
export the goods manufactured. It was only after simplifying the
procedure, in July 1974, that the Jute Commissioner appears to have
been in a position to issue niilisation certificates in full in respect of
27 of the 57 mills and partly in respect of 18 other mills. The Com-
mittee are unable to condonz the apparent failure to have the moda-
litics worked out in all essential details before the grant of cash
assistance. Further, the Committee would like to know why it had
taken Government some cight vears to revise, with only partial
success, the procedure in this regard.

The Committee are doubtful how far the simplified procedure
could be considered adequate. especially in the light of the lapse of
a considerable time after the imports and the reliance now laid on
the certificates of Chartered Accountants who have bean entrusted
with the task of verifying the particulars furnished by the individual

9%
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jute mills. It is clear to the Committee that sufficient care had not
been exercised to -devise initially a fool-proof system of verifying the
export performance of the mills which had been paid cash assistance
on their imports. The Committee, therefore, desire that the circum-
stances leading to the predicament under review should be examined
'n detail forthwith and responsibility fixed for the failure to safe-
guard adequately the interests of Government.

Vigorous and concerted effort; should also be made by the Jute
Commissioner, after satisfying himself thoroughly of the claims of
export performance made by the mills, to issue utilisation certificates
in full in respect of the 18 mills for whom only partial certificates
arc yet to be issued. The Committee would particularly like special
attention to be paid to the three mills whose records are alleged to
have beeh destroyed by fire or floods and the utilisation certificates
issued only after a proper check and verification. The Committee
would await a further detailed report in this regard. -

The Committee find that even though one of the conditions pres-
cribed for the grant of ad hoc cash assistance to the juts industry
stipulated that the imported fibre acquired wholly or substantially
out of Government grants-in-aid was not to be disposed of without
Government’s approval, about 150 tonnes of imported raw jute/mesta,
for which cash assistance of Rs. 0.38 lakh was paid, had been sold
by a mill withptt obtaining the necessary approval and that  the
Ministry of Law have opined that apart from recovering the cash
assistance paid to the mill, no further legal action can be taken. The

Ly
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Committee are of the view that such a situation could have been
avoided if adequate penal measures for the violation of the conditions
of grant of cash assistance had been prov}ded for. The Committee
would like to know if Government had contemplated, and asked
legal advice about, the provision of penal clauses in the conditions
governing the grant of cash assistance in order to prevent recipients
from abusing such grant and/or vitiating its purpose by exploitation
of alleged loopholes. The Committee recommend that
safeguards he made a built-in feature
misuse of the facility of subsidised
penalised and effectively prevented.

adequate
of the conditions so that

imports may be stringently

Another aspect which causes serious concern to the Committee
it the apparent violation of Foreign Exchange Regulations by soms=
mills in claiming refunds on account of short receipt, inferior quality
of fibres, etc. in rupees instead of in foreign currency. Since the
failure, on the part of ths mills, to claim refunds in foreign ex-
change has resulted in loss of valuable and scarce foreign exchange
to the country, the Committee desire that all such cases should be
investigated bv the Reserve Bank of India, in consultation with the
Enforcement Directorate, on the basis of the facts and figures stated
to have been furnished by the Jute Commissioner and appropriate
action taken against the delinquents. The Committee urge strongly
that since these cases are now almest a decade old, the investigations
should be completed as expediticusly as possible and the Committee

17
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informed of the progress made and the concrete action taken against
the delinquents,

The Committee find from the Audit paragraph that seven mills
were paid cash assistance of Rs. 3.68 lakhs for import of about 1,470
tonnes of jute/mesta which were shown in the shipping documents
and invoices as of grades ‘C’ and above. but they had actually im-
ported mesta of quality inferior to grade ‘C’. for which no cash as-
sistance was admissible. The Ministry had informed Audit
(February 1974) that Rs. 5,703 had been recovered and action was
being taken for the recoverv of th2 balance. The Committee would
like to be informed whether the balance amount of Rs. 3.62 lakhs
has since been recovered and whether ths circumstances in which
the assistance had been irregularly paid have been looked into with
a view to fixing responsibility for the lapse.
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S1, No. Name of Agent

81. No. Name of Agent

WEST BENGAL
21. Grantholoka,

5/1, Ambica Mookherjee Road,

Belgharia, 24-Paraganas.

22. W. New Map & Company Lid,

3, 01d Court House Street,
Caleutta.

23. Firma K. L. Mukhopadhyay,

6/1-A, Banchharam Akrur Lane,

Calcutta-12,

24. Mrs. Manimala, Buys & Sells,
128, Bow Bazar Street,
Calcutta-12.

. M/s, Mukerji Book House,
Book Seller, 8B, Duff Lane,
Calcutta. '

to
[32]

DELHI

26. Jain Book Agency,
Connaught Place, New Delhi.

57. Sat Narain & Sons,
3141, Mohd. Ali Bazar,
Mori Gate, Delhi.

28. Atma Ram & Sons.
Kashmere Gate, Delhi-6.

28, J. M. Jaina & Brothers,
Mori Gate, Delhi.

30. The Centra] News Agency, .
23/980, Connaught Place,
New Delhi.

31. The English Book Store,
7-L, Connaught Circus,
New Delhi.

~.

32. Lakshmi Book Store,
42 Municipal Market,
Janpath, New Delhi.

33. Bahree Brothers,
188, Lajpat Rai Market,
Delhi-6.

34. Jayna Book Depot,
Chhaparwala Kuan,
Karol Bagh, New Delhi.

35. Oxford Book & Statiomery Co,
Scindia House, Connaught Place,
New Delhi.

36. People’s Publishing House,
Rani Jhansi Road,
New Delhi

37. The United Book Agency,
48, Amrit Kaur Market,
Pahar Ganj,

New Delhi.

38. Hind Book House,
‘ 82, Janpath, New Delhi.

39. Book Well, ,
4, Sant Nirankari Colony,
Kingsway Camp,

Delhi-9.

40. M|s. Sainj Law Publishing Co,
<1899, Chandni Chowk,
Delhi.

MANIPUR

41, Shri N. Chaob Singh,
News Agent,
Ram:*Lal Paul High School
Annexe, Imphal—MANIPUR.
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