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INTRODUCTION

I, the Chairman uf the Public Accounts Commitree as ¢ uthorised by “lie
Commiittee, do present on their behalf this Two Hundredth Reporton 17
graph 1.19 of the Report of the Comptroller and Auditor General of v itia
for the year 1981-82, Union Government (Civil,, Revenue Receipts, Volume
I, Indireci Taxes 1elating to Customs Receipts—Duty on Pavsengers’ Bagyog.,

-

2. The Report of the Comptrolls and Auditor  Geeral of Indin for
the year 1981-82, Union Goverimeat (Civil), Revenue Receipts, Vol-one
I, Indirect Taxes was laid va Tabir of the House on g Aprit, 1423, 7l
Committee examined the audit paragraph at cheir cittings bheld on 100 v op-
tember, 1983 (FN & AN). The Commuttee considered aud {r.nlised ti -~ 5o
port at their sitting held on 28 March., 1o84. Minutes of thése sitting, vt i
Commitiee form Pari II* of the Report.

3. In this Report, the Commiiten: bzve observed certain glaring weori-
comings in the svstem of assessment and collection of duty from passe-goers
baggage. The prosent system does not vrovide  for muaintaining ever Hasic
data of baggage yoods. The Committer have desired that the Minhire of
Finance should evolve wo ctem wher oy primary data are recorded  vithout
hampering cleavance of prssepgers cnd cawsur havassment 1o ihe trovellivg
public. Acording to vhe Committer, this s imperative in order 1o ass< -~ the
impact of the polic i regard wo haggage goods in all its ramifications.

4. The Commitice have vored that the value of s muggled goods  svized
by custom: auihovities amonsed 1o Rs. 39.94 crores, Rs. jo.42 crores,
Rs. 52.85 ‘creres. Rso aq.50 crores. and Rs. 66.39 crores duriry
cach of 1the veers 1970 10 1982 respectively.  Outof these. the
value of goads seized in raids and  searches in rowns/cities during
the corresponding pariod were Rs. .66 crores, Rs. 6.48 crores, Rs.
. 5.64 crores. Re. 8.5 crores and Rs. 1422 crores respectively,
Considering that tlie perccutage of seizures o towns and cities from
a substantial part of the towal seizures and that the goods seized in town
seizures are generally of the same kind as are usually brought as baggage,
the Committee have concluded that the loopholes in the Baggage Rules
sugplement the wdverse impact on the economy caused by smuggling.

5. The Committee hive noted with concern that afier the liberalisation
of Baggage Rulesin March 1983, a new class of pasgengers, viz., hired passen-
gers indulging in carvier trade came into existence. These persons visit India’s
neighbouring countries like Sri Lanka, Maldives ctc. from it me to time and
bring foreign goods in great demand in this country. Because of the wide
differences in the prices of certain goods in those countries and in this coune

*Note printed. One cyclostyled copy laid on the Table of the House
and five copies placed in Parliament Library.

v) “ ;




(vi)

try, these persons were able to make huge profits even atter covering their
tour expenses and paying duty as per baggage rules. The Committee have
recommended that in order to obviate the recurrence of such misuses, the
Ministry of Finance should examine the feasibility of fixirg a monetary ceil-
ing beyond which a person should not be allowed to bring duty-free foreign
goods as baggage during a year, irrespective of the number os his visigs.

6. The Committee have reoommended that the Ministry of Finance
should supplement the present system of assessment and collection of duty
on baggage goods including check exercised by Tourist Baggage Re-export
Forms procedure by recording and using relevant data as an  additionl
measure of macro control. This would in no way cause harasiment in indi-
vidual cases. The Committce have also emphasised the necd for Government
to ensure that the baggage concessions are availed of by the geruine travell-
ing public and that unscrupulous elements are not allowed to abuse the
liberalised baggage facilities to the detriment of the country’s cconcmy.

7. For reference facility and convenience, the ohservations and recom-
mendations of the Committee have been printed in thick type in the body
of the Report and have also been reproduced in a consolidated form as Appen-
dix to the Report.

8. The Committee place on record their appreciation of the assistance
rendered to them inthematter by the Offiac ¢f the Comptroller and Audi-
tor General of India.

9. The Committee would like to express their thanks to the Officers of
the Ministry of Finance (Department of Revenue) for the cooperation ex-
tended by them in giving information to the Committee.

New DEeLHj; ' SUNIL MAITRA
. ' Chatrman,
30 March, 1984 Public Accounts Commitler.

10 Chaitra, 1906(s)



REPORT
DUTY ON PASSENGER’S BAGGAGE
Audit Paragraph

1.1 As per Custems Act ‘baggage’ includes  uraccempanied bigguge
but not motor vehicles. Declaration of haggage mad( by the passer.gers arriv-
ingatany port orairportmay beinwriting or oral. In cases of doubt, physical
examination is conducted hy Preventive Officers. On the basis of l}-e declara-
tion and examination, duty is assested ard collected ard beggege clearcd
from customs control.

1.2 On goods imported as baggage, to the extent not exempted, cus-
toms duty is leviable under heading 100.07 of the first schedule to the Customs
Tarifl Act, 1975. In 1978 the duty free ahiowar ce was reired to R 1cco ard
on goods for value upto Rs. 2,000 in excess thereof, duty war leviable at 120
per cent ad palorem. From 17 June 1980 this rate was raised effectively to
150 per cent. From 15 July 1980 in addition to duty free allowarce ard
150 per cent duty on excess for value upto R<. 2,006 1l rest of ihe haggage
also became dutiable effectively at 32¢ per cent instead of viewing the rest
as imported unauthorisedly and, thm(fme, heble to corficcation, fires ard
penalties. This was designed to do away with the time consumirg process of
adjudication. Goods which were obviously in the nature of trade gocds, not
being baggage, were, however, liabl2 to fine aind penalty as imports without
licence. From 15 March 1981 the rates of 150 per cent ar.d 320 per cent were
raised to 155 per cent and 32% per cent respectimely ard frcm 28 February
1982 to 160 per cent and 330 per cent respectively.

1.3 In the Port of Bombay, the trend of incoming passer gers’ baggage}
in the last three years was as follows :—
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IFI. SN umber of seizure cases ‘by air

Value of gonds seizerd

Number of baggag~ cases ‘by air. .

TV,
adjudicated (unlicensed imports)
Value of goods adjudicated ..
V. Number of baggaqe cases by sea;
adjudicated . . .

*goods confiscated

— e
3 4 5 6 7 8
l"‘(’) \I.\ 4’3
2020 712 G° 30
47.453 19.172 (-) 60 4,288+ (=) o1 (-) 78
1635 0' 03 (<) 99 3- 32* (=) 81 10966
5946 2242 (-) 63 186 -) 92 (=) 7

-

N. A. - Not avatlable.
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1.4 The above figures bear out, tha. the expectation of value ot goods
in adjudicated cases going down consequent to change in baggage duty struc-
ture, has been fulfilled, save for an increase in 1981-82 over 1980-81. The
percentage increase in revenue earning on accompanied baggage by air in
1981-82 over that in 1979-80 is much higher (65 per cent) than the percen-
tage increas: in number of incoming passengers (26 per cent). Even after
allowmg for the increase in number of passengers in 1981-82, the nctincrease
of 3g per cent in revenue realisation in 1981-82 ¢ver that in 1979-80 is only
slightly higﬁer than the increasc 61 about 30 per cent in the rate of duty on
the first Rs. 2,000 (in excess of free allowance) frem 120 per cent (that was
being levied in 1979-80) to 155 per cent (in 1981-82). Thare was appa wrently

.only an increase of 9 per cent in the per-capita duty realisaticn {rem bag-

gage imports attributable to the prohibitive rate of duty of 330 per cent.
There is need for primary data on the composition of the baggage (from
which now substantial revenue is earned) beirg brought on record by the
Customs Houses and for opening sub-heads under heeding 100.01 of the
Customs Tariff in order to analvse the revenue from baggage which has
registered a steep increase as given below —

(in crorves of repecs)

Year Revenue
from
baggage

1978 . 42*39
1979 57798
1980 . . . . - . . N . . . . 8553
1981 . . . . . . . . . 121°93

1.5 The Tourist Baggage Rules provide for import, temporarily ot per-
sonal effects of bona fide tourists, free ot duty, provided they are re-exported
when the tourists leave India. Articles of high value, such as c.meras, ar€
passed free of duty on obtaining an undertaking in writirg from the tourist
that he wilF re-export them out of India, or pay duty leviable thereon on
failure to do so. Such articles are entered in a “Tourists Baggage
Re-e¢xport Form” ¢T.B.R.E. Form) a copy of which is given to the tourist, to
be surrendred by him at the port or airport of dcparture from India. The
re-export forms collectcd from the tourists at the port or airport of their
departure from India are sent after suitable endorsement to the port or airport
of issue of the TBRE form for pairing. This ensures that such articles of high
value have been re-exporicd and hove not been disposed of by thv tourist
within the country unauthoriscdly,
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1.6 The number of T.B.R.E. Forms issued in Bombay and Delhi air-
ports during the last five years which could not be paired were as below :—

Year Number Number Number (Percen-
of T.B.RE. offorms offorms tagenot
formsiss- paired not paired paired)
ued .
BOMBAY
Upto 1976 . . . . . . .o .. '14389
1977 . . . . . . . 63718 56634 7084 11
1978 . . ' . . . . . 73107 50547 16560 .23
1079 . . . . . . . 6535%% 52505 12853 20
1980 . . . . L . 73940 59199 14741 20
1981 . . . . . . . 97759 80667 1 7092. 17
DELHTI -
1977-78 . . . . . 26080 247064 1317 5
1978-79 . . . . . . . 21016 18086 2030 13
1979-80 . . . . . . . 27026 24184 2842 I
1980-81 . . . . . . . 29752 24657 5005 17
1981-82 . . . . . . . 31047 22465 8582 27

1.7 Of the T.B.R.E. Forms issucd, in the year 1980, in Bombay, which
remained unpaired, sixty per cent pertained to import of gold jewellery valu-
ing more than Rs. 10,000 in each case, amounting in all to at least Rs. 8.8
crores of gold jewellery imported in that year, without payment of duty.

1.8 On motor cycles and other such motor vehicles (not being baggage)
if brought in by passengers, Customs duty is leviable under heading 87.09/12
at 130 per cent and additional countervailing duty at 20 per cent and 5 per
cent special excise duty. Though redemption fine and penalty are leviable
on such items, imported without licence or customs permit, the amount of
duty, fine and penalty levied falls short of the high rate of duty on baggage
imported similarly on which duty of 330 per cent ad valorem is levied.

1.9 It was secn in audit that on import of 26 such motor cycles by the
crew of ailines the difference in duty effect worked out to Rs. 1,21,350 i.e.
average of Rs. 5,280 per motor cycle.

1.10 The value of jewellery items, imported by passgengers, as baggage,
is determined under orders issurd from time to time and with effect from t
June, 1982, was fixed at Rs. 125 per gramme. For other articles, price Lists
are published by the Air Customs pool from tine to time by reference to
trade catalogues published from important shopping centres abroad. They
serve as guidance to Customs Oflicers assessing various items of baggage.
Goods like textiles, sarces ete. are valued at between Rs. 75 to Rs. 150 cach.
Elcctronic goods, watches, cameras etc., are not alwavs valued uniformly
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as they might have been used, but the depicciation allowed is never recorded
on the baggage documents and considerable discretion vests with the asses-
ing officer, the exercise of discretion by him cannot be checked after the goods
are cleared, there being no record of facts, except the duty assessed on a
rough and ready basis subject to the guidance of price lists.

I.

11 It was scen 1n audit that two pieces of “Sony colour T.V. 20 iu-

ches model” were valued at Rs. 3800 each and two other pieces of same des-
cription at Rs. 4,000 each. The valuation of calculators ranged from Rs.
200 to Rs. 1,200 zud the description on record was ‘“‘Calculators™. Out of
1,000 baggage -duty reccipts, mm §20 receipts textiles were mentioned. O
133 receipts the value of textiles was shown as exactly Rs. 500 and charged to

duty

at 155 ped cent or at 160 per cent ad valorem. On 10 receipts the value

of textiles was snown as more than Rs. 500. On enquiry m audit (April 1952
about the basis for discretionary valuation of baggage items, the Custom
House stated (April 1982) that the valuation depends upon various atiern-

dant

circumstances such as period of use. condition of articles ctc. The sys-

tem of assessing and collecting the lawful duty on baggage items would s~em
to merit a review in the light of the increasing revenues from baggage itens

and

1
1982

the abscace of recorded data.

.12 The matter was reported to the Miunistry of Fimance (Septemiyer,
); their reply is awaited.

{Paragraph 1.19 of the Raport of the Comptroller and Auditor Generail
of India for the year 1981-82, Union Gove. (Civil) Revenue Recelints
Volume-1 Indirect Taxes]

A

Baggage Rules —Introductory

1

.13 The Committee dasired wo know the objectives for which the b

gage Rules were framed.  The Secretary Ministry of Finance (Depavtmet
of Revenue) stated m evidence

“The bageag: rules are dosigned primarily to sccure quick clearance of
the passengers arriving at airports.  'The objective ic that there should
be minim2! delay in the clearauce of the passengers.  Any hardship or
harassmeut 1o the passengers should he avoided.  The secondary objec-
tive Is that the baggase rules should allow the passcngers to bring  wiil
them whatever they have in their possession when they are hving or
staving abroad so that their possessions can be transferred to the country.
The revenue aspect as a part of the baggage rules, if I may say so, assu-
mes secondary character or  occupics comparatively minor position or
role in the baggage rules 7.

.13A  The wintess further stated :

“We have somehow acquired a reputation of being a difficult country
for tourists to come and as a result of that the growth of tourism has  not
been as fast as one might havc expected or the facilities that we proivde
in this country sheuld attract the teurists. Therefore, the effect of the
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Government has becn to frame the baggage rulces in such 2 manner as to
encourage tourism and to reduce as far as possible the fears of the

- tourists including the Indian passengers who arrive at the Indian
airports.

Another objective of the baggage rulesis that the visitors should
not be allowed to bringswhatever they like because we have to take into
account the impact of whatever is imported through the baggage on the
local industry. We are not yet in a position where we can make
it free for all.  Thercfore, some sort of restriction has to be imposed.”

1.14 When asked how the baggage of an incoming passenger was to be
determined under the Rules, the witness replied :

“The baggage of a passenger would normally include the used articles
of personal wear, excluding jewellery but including not more than one
wiist watch of value not exceeding Rs. 500 and articles in personal use
of passengers for satisfying daily necessities of lifc.

In addition to this, a passcnger is allowed to bring with him certain
articles of gifts, souvenirs, etc.

The essent’al rules under the Baggage Rules isthata passenger should
notbring with him any article in commerical use. If it is,then naturally
the [acility of baggage rules cannot be made available.

What is commercial quantity and what is not commercial quantity

is a matter of judgement depending upon the circumstances of the
passenger”’.

1.14A  When asked if a passenyer could bring six transistors or videos,
he replied

“Supposing an Indian returns after five years of stavy abroad. He
belongs to a large family and he wants to present one transistor to dif-
ferent rclatives and he brings four or five transistors. Itis not a com-
mercial quantity. The price of the transistor and how frequently he is
visiting and things like that, are of considerable importance in deter-
mining whether the benefit of a Baggage Rules is to be extended or

"

not’.

1.15 The Committee wanted to know the prevailicg procedure for cus-

toms scrutiny of passengers baggage. The Ministry of Finance (Department
of Revenue) have in a note stated as follows :

“As regards baggage, the accompanied baggage both by Air and Sea is
cleared. on oral declaration. For this purpose those without any duti-
able articles in their baggage walk through Green Channel and those
with dutiable articles are assessed to duty on the basis of their declara-
tion in the Red Channel. There is provision for percentage examina-
tion of goods in both the cases. Misdeclaration when detected results
in penal action. Unaccompanied baggage is, however, cleared on a
written declaration which contains detailed about the number of pack-
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ages and the broad list of th> household goods. The accompanied
baggage is cleared on the basis of the declaration but a percentage
check not exceeding 109, is carried especially in cases where the goods
prima facie appear to be much in excess of the declaration/permissible
limit. For purposes of valuation of the baggage items, the Customs
Officers are usually guided by the price list§ and catalogues maintained

by the Department and due allowance is made for the condition of the
article and the prriod of. use”.

1.16  The details of the total number of incoming passengers, the num-
ber of passengers having opted green and red channels respectively, the num-
ber of misdeclarations detected, the c.¥f. value of misdeclared goods, and the

amount of fine/personal penaltles imposed by the Customs authorities are
shown in the following Table :



Total number of No. of passen-

No. of Passen-

Misdeclaration C. I. F. value of Amount of Fine

Year passengers gers opting for  gers opting for  detected misdeclared Personal penalty*
Green channel Red Channel goods

1979 . Not available 6.41,603 3,88,050 3,7,84 1,72,15,708 3,93,17,520

1g80 . . . . . . . Nort available 10.02,898 6.44,636 13,175 3.45.44.753 3.76.58,276 |

1981 . . . . . . . 21,50,619 10,66,118 7.12,626 7.694 2.47,12,689 71,86,11’}

1982 . . . . .. . 2%,43,579 13,01,288 8,52,287 4,797 3,85,66,010 60,64,488

1983 (up to September) . . . 27,25,973 '10,83,180 6,52,157 8,700 3,19,55:461 99,48,252

—— e —— e

1. No. separate record for number of passengers opting  respectively for Green and Red Channels is maintained at Trivandrum Airport or

Amritsar Land Customs Stations or Bombay Sea Port. These figures are included in the total number of passengers but are not reflected

in the break up between the Green Channel and the Red Channels.

2, Figures for 1979 do not include passengers landing at Delhi Airport.

3. *This was in addition to prosecution in some cases (These figures are only for Bombay Caluctta and Madras Airports).
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1.17 When asked to bifurcate the figures of total incoming passengers
into foreign tourists and Indians residing abroad respectively, the Ministry-of
Finance (Department of Revenue) veplied :

“The Department does not maintain separate information regarding
the proportion of passengers who are tourists or Indians residing

abroad”.

1.18 The effectivce rates of customs duty on passengers’ baggage and exa-
mption limits which remained in force from time to time commencing from
1973 onwards are indicated below :

1973 to
18-6-80

19-6-80 to 14-7-8¢

15-7-30 to 14-7-83

- 15-7-81 10 28-2-8z

1-3-82 to 28-2-83

1-3-83

— 1009, plus 20.. Auxiliary duty for goods in cxcess of free

allowance.

— 130% plus 20%, Auxiliary duty for goods in excess of

free  allowance.

~- 130%, (Upto a value of Rs. 2,000/- in excess of free

alowapce?}

300% (On the value in excess of Rs. 2,000 /- and free
allowance).

Plus 20%, Auxiliary Duty

130% upto a value of Rs. 2,000/~ in excess of fre€
allowance).

300%, (On the value in excess of Rs. 2.000/- and }fre®
allowance).

Plus 25", Auxiliary Duty. ar

130% (Upio a value of Rs. 2,000/- in excess of fref
allowance) .

300%, 1On the value of excess of Rs. 2,000/ and free
allowance)

Plus g0%¢ Auxiliary Duty. ¥

130%, (Upto a value of Rs. 2,000/- in exccess of free allo-
wance)

200%, (On the value in excess of Rs. 2,000/- and free
allowance).
Plus 35% Auxiliary Duty.

(*Except in the case of Fire Arms, Textiles in excess of Rs. 5,00/ cigarettes, cigars and To-
bacoo in excess of the free allowance limite.)

“The general free allowance irom 1970 to 15th May, 1978 was Rs
500/- which was raised to Rs. 1,000/- from 16th May, 1978. The allo-
wance was further raised to Rs. 1,250/~ from 1-3-1983, However,
from 8-6-1983 the general free allowance only for passengers arriving
from Sri Lanka and Maldives is reduced to Rs. 300/- only.”

1.19 At the instance of the Committee the Ministry of Finance (Depart-
ment of Reuenue) have furnished the following statement showing the com-
parative in crease in revenue from passenger baggage:
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1980 - - 1981 -
15t Marchto
31st May,380  grst May, 81

. 1st March to

-
. 1982 1

18t March to  1st Mgra&fo
gist May, 82 g1st May, 83

s,

By AIR

INCOMING PASSENGERS  3,68,788 430,232
UNACCOMPANIED BAGGAGE  (Rs.) (Rs.)
(a) Duty o 1,47,32,688/- 2,02,88,264/-
(b) Fine o . o  38522,574/ 1,42,360/-
(c) Penality . . 32,800/~ 3,000/~

" ACCOMPANIED BAGGAGE

(a) Duty . 17,15.99,4850/- 27,20,58,680/-
(b) Fine . 1,67,00025-  13,47.944/-
(c) Penalty . . 6,64,983/- 7,64,928/-
By SEA

INCOMING PASSENGERS 40,628/ 6,926/-
e e e 004" |
BAGGAGE
(a) Duty 1,66,87,782/-  2,34,91,596/-
(b) Fine . 38,36,983/- 1,87,090/-
(c) Penalty . 38,600/~ 9,960/-
BY LAND

IGDII?.(I:{(E);MINS'} ITASSFT‘N- 1,58,817 /- 1,35,620/-
ACCOMPANIED UN-

ACCOMPANIED BAGGAGE
(a) Duty . 35,40,139/- 23,61,520/-
(b} Fine «' 14,77,906/- 3,55,595/-
(c) Penalty 28,552/~ 31,990/~

4,88,853 5,32,189
(Rs.) (Rs.)

3,50,07,038(-  5,42,40,982/-
1796,120/' 2:803140['
8,850/~ 6,750/-
33’60:58,0211' 42)39!919137/'
12,40,681/-  23,19,386/-
7,94,632/- 24,15,041/-
46,748/- 46,353/-
4‘!02’93’901/- 3, ‘5’05’475,'
1,93,380/- 2,46,815/-
17,502/- 10,910/-
1,21,562/- 1,17,208/-
43,14,775/- 19,98,084/-
6308!825/' 37°7s927l'
27,730/~ 9:330/-

1.20 When asked to explain how duty collection on accompanied bag-
gage during March to May, 1983 went up by 24 per cent over thatin March
to May 1982 even though the rate of duty was reduced from 300 percent to
200 percent apart from increase in free allowance, the Ministry of Finance

(Department of Revenue) stated :—

“The fact that the duty was reduced from 3009, to 200%, has acted as
an incentive to passengers to make a true declaration of their baggage.

A lower rate of duty and the fact that the

free allowauce is being de-

ducted from the'value of goods imported has:also resulted in passengers
bringing in more goods as the burden of duty has been reduced”. =

»
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1.21 A statement showing the average per capita duty realisation cus-
toms House-wise furnished by the Ministry of Finance (Department of Re-
venue) at the instance of the Committee is given below : '

i

-

19(’,3;7)9 1979-80  1980-81  1981-82  1982-83

(Rs.) (Rs.) (Rs.) (Rs.)

Bombay : By Air . . . 390° 00 481°00 633° 00 686- 0o 805 00

By Sea . . . 405° 00 682.00 924'%5 1150°00 864 0o
Nagapattinam . . . 1120°00 1559°00 2030'00 2586°00 2856 00
Rameswaram . . . . 15° 00 33° 00 129° 00 127 00 241° 00
Trichy . . . . . 65° 00 286- 00 249" 00 236° 00 566- 00
Cuddalore* . . . . - 2246-00 1409°00 21€2° 00
Pondicherry . . . . .. .o 102°00  1765° 00 874 00
Tuticorin . . . .~ 779'00 1242.00 158200 1879°00 1957°00
Madras : By Sea . . o 8g0° 00 g82°00 1366:00 223300 2659° 00

By Air . . . 380° 00 448° 00 617 00 933°00 1009’ 0O
New Delhi . . . . 218 00 229° 00 381° 00 442° 00 536- 00
Chandigarh by Air . . . 108+ 00 212: 00 438- 00 352" 00 519° 00

By Land . . . 25' 00 30° 00 44° 00 14 00 38- 00
Calcutta . . . . 6700 105° 00 146 00 136° 00 179° 00

[ 4 .
1.22 In reply to a question the Ministry of Finance (Department o
Revenue) have stated that the increase in the duty realisation between 1978
79 and 1983-84 could be attributed to the increase in the rates of duty.

1.23 Askcd how the Ministry would explain the significant increase in
per-capita increase in duty realisation from passengers in 1982-83 over that
in 1981-82 and increase in 1981-82 over that in 1980-81 when there was hardly
any increase in rates of duty on baggage, the Ministry of Finance (Depart-
ment of Revenue) replicd :—

“The increase could generally be attributcdto the fact that the passen-
gers were bringing in more and more ophisticated and costly electronic
items like T.V., V.C.R. and technically advanced sound reproducing
cquipments which are of a high value and, therefore, the passengers
had to pay a higher rate of duty. The increase could also partly be
attributed to the large rush of television sets imported during the Asian
Games in 1982, by passengers as part of their baggage.”

Liberalisation of Baggage Rules

1.24 The Gommittee desired to know the reasons behind the cha nges
in rates of duty on passengers baggage made during the years 1978 to 1 g83.
The Ministry of Finance (Department of Revenue) have, in their note, sta tced

as under :—
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““The rate of duty on baggage was changed on 19-6-1980, from 100%,
to 300% with a view to augmerting revenue and also to contain the
baggage brought by passengers. However, by issue of Notification No.
120 dated 19-6-1980, the effective rate of duty on baggage was for the
time being kept at 1309, plus Auxiliary duty of 20%,. From 15-7-1980,
the slab rate of duty was introduced by Notification No. 142-Cus, dated
15-7-1980 by virtue of which the concessional rate of duty of
130% waslimited to a value of Rs. 2000/- and the rate of duty apphcable
on excess goods was the standard rate of duty at 300%,. Auxiliary duty
was chargeable at the rate of 20%, . These changes were made pursuant
to the recommendations of a Study Group appointed by the Govern-
ment of India to recommend measures for improvement in customs
clearance of international passengers. Chief recommendations of the
Study Group were that proper incentive should be given to the passen-
gers to contain their baggage and also to disperse with the need for the
process of adjudication and appeals, etc. °

From 15-7-1981, there was a general increase in the rate of auxiliary
duty and, therefore, etfective rates of cusioms and auxiliary duty on
baggage were 1309, +25% on the first Rs. 2000/- of value and 300%,
+25% on the excess value. From 1-3-82, there was nct another in-
creasc in the rate of auxiliary duty by 5%, raising the rates of duty on
baggage to 1309%, + 30% (upto Rs. 2000/-) and 3009 --30% (on the
cxcess value). From 1-3-1983 by issue of Notification No. 58-Cus,
dated 1-3-1083, the higher slab of duty was reduced from 300% to
2009, except in the casc of fire arms, textiles in excess of Rs. 50u/- and
cigarcttes, cigars and tobacco in exccss of the free allowance limit. The
higher slab of duty was brought down to 2009, pursuant to the recom-
mendations of the Group on Increasing the Flow of Remittances and
Non-Resident Investment submitted to the Government in October,
1982. There was a general increase of 5%, in the auxiliary duty w.e.f.

1-3-1983 and accor dln"ly the rate of auxiliary duty on baggage also was
increased to 35%.”

1.25 Asked how flow of remittance and investment by non-residents
will increase by reducing rate of duty (beyond free allowance) from 300 per
cent to 200 per cent, the Secretary (Department of Revenue) stated during
evidence :—

“The Committee on promoting investment by non-resident Indians
made a number of recommendations on how to attract investment by
non-resident Indians. One of the recommendations related to the
baggage rules and the procedure at the airports.

The Study Grceup was appointed by the Govt. to look into the wider
question of increasing flow of remittances from the overscas Indians
or non-residents of Indian origin. A bulk of the remittances was com-
ing from these people who went to the Gulf countries for employment.
Now these people were being clubbed with the ordinary travellers of
passengers and the baggage allowance for them was the same as for any
passenger baggage.
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Since these pcoplc have been making a very significant contribu-
tion to the nation’s economy, the Study Group felt that something
special needs to be done for this category of people and that they should
be given a more liberal baggage alfowancc than what is given te the
others. One thing that has been done is that a higher baggage allow-
ance has been prescribed for this category of people who go ~ for employ-
ment abroad and who stay there for a minimum period of time. They
made a further observation that the impression that had been created
on these people coming from abroad at the airports was not a favour-
able impression. We should, therefore, medify our procedures or
streamline it. We should also reduce the rigour of our Import duty on
baggage allowance to make things easier for the people who are com-
ing from abroad. This was broadly the recommendation. As a
result of that, two steps were taken— (1) the duty was brought down-

to 200% and (2) a hlgher baggae allowance given to the people com-
ing from overseas.’

1.26  Justifying the decision to reduce duty, the witness further stated : —

“It helps this way. When your rate of duty is very high there will be
4 tendency on the part of the people not to declare the items. On
the other hand, if the rate of duty is moderate or reasonable, people
would not mind paying the duty and being the legitimate owners of
the products which are imported. After all, imported products are
kept at the house. They do attract certain provisions of law. You
have to verify by some receipt that it has been regularly imported and
duty has been paid. A person who has not paid duty, always runs the
risk of being caught at any point. On the other hand, if he has
customs receipt with him , he does not run this risk. If you make the
duties more moderate, more acceptable, the compliance will be better
than it would be if the duties are very high. The fact that after the
reduction of duties, the amount of collection has rather gone up in-
stead of going down, would indicate that our presumption is correct.”

1.27 On being asked whether it could not be construed that the increase
in revenue is due to the increase in imports as a result of the liberalised Bag-
gage Rules, the witness stated :—

“May be it is partly due to one and partly due to the other.”

Carrier Trade after liberalisation of Baggage Rules

1.28 The Committec enquired ifit had come to the notice of the Govern-
ment that a new class of passengers, viz. hired passengers had come into exist-
ence after the liberalisation of the Baggage Rules. In reply, Secrstary,
Department of Revenue stated during evidence :—-

t
“I thinkso. This has been noticed in case of certain routes. We have
taken corrective action. In case of Sri Lanka, we found that suddenly
passenger traffic had gope up and a number of people were indulging
in carrier trade. As soon as we noticed this:thing we modified the
rules and we reduced the value from Rs. 1200 to Rs. 300, The result
is that the traffic and import have gone down.”
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1.29 The witness continued ;=

“So far as Sri Lanka and Maladive Islands are ooncérned, the people
can go by boat, spending only a few rupees and come back with impor-
ted goods.

Infact, there was a time when special flightshad to e mpd to
accommodate traffic to Colombo. ‘

We found that most of the people going there were coming back
with electronic goods. We took immediate action and reduced the
baggage allowance frcm Rs. 1250 to Rs. 300. This had immediate
impact. Now, the Indian Air lines flights and Ceylon Airlines. flight:
have been practically half-full since then. There has been a  complair 1
from the other side, from the Government of Maladives that as.a result
of the restriction imposed, the traffic between India and Maladive has
gone down.”

1.30 When asked to indicate the extent to which traffic had increased to
Sri Lanka and Maladives during the period 1 March, 1983t0 8 June, 1983 over
the corresponding period in the previous year and also the position of traffic
to those countries after the reduction of general free allowance with effect
fnomd8 June, 1983, the Ministry of Finance (Department of Revenue) have
stated —

Pagsenger Treffic to Sri Larke 2rnd Malzdives from 1-3.83 to

8-6-83 .. .. . .. .. .. - 59, 671
Passenger tr:ffic to Sri Liyka:rd Mal:divesfrom *1-3-82 to

8-6-82 . .. .. .. . . 49, 816
Passenger trzfic to Sri Lanka ard Maladives from g-6-83 to

30-9-83 .. .. .. .. - - . 18, ogo

1 Figures for Rameswaram Port not available. However, it is ree
ported that there was a 269 increase in traffic at the Port during the
above period. 'S

2 Figures for Rameswaram Port and Trivandrum Airport not avail-
able. However, it is reported that there was a 479, reduction over
the corresponding period last year. Traffic between Trivandrum and
Maladives has stopped.

1.31 The Committee enquired whether the overall collection of duty
per capita had shown a decrease after 8 June, 1983 when restrictions on fres
allowance was imposed on passengers frcm Sri Lanka and Maladives. The
Ministry of Finance (Department of Revenue) in their note stated =

“It is true that the overall collection of duty per capita trcm passengers
from Sri Lanka and Maladives has shown a decrease after jJune, 1983.”

1.32 Inreply to a question if the Customs Depariment wa: maintaining
a list of suspocted hired passengers who were used for carrier service atter the
liberalisation ot Baggage Rules and the record of visits of such suspected
passengers, the Secretary (Department of Revenue) stated during evidence —
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“It is very difficult. The syst em of intelligence enables us to find out
who are the carriers. They are kepiunder watch....... Wedo not
have records of these visits.. . . .it is very difficult to say whether the
repeated visitsare bona fide or not. Business executives might have
to visit their clients very frequently,’

1.33 The Committee asked if it was not possible for the department to
devise ways to have a distinction between a genuine tourist and a hired
passenger. The witness replied :—

“It will be extremely difficult to make a distinction. The Customs
Department has its intelligence organisation. Certain people who
indulge in carrier traffic are detected. They are kept under watch
and action is taken against them. Ifsuch a person comes and is pass-
ing through red or green channel, his baggage will be searched.”

1.34 On being asked whether it would not have been a better proposi-
tion to lay down a limit beyond which a person could not import within a
period, say a year, instead of reducing the free allowance in such cases, the

Member (Customs) stated :—

“We tried it earlier in the past and we had to give up because it was
delaving clearance because every passport was being scrutinised. But
- we will see again whether some sort of element can be introduced.”

Nature of baggage brought by passengers

1.35 The Committee were informed that goods generally brought by .
passengers as baggage cousisted of textiles, ready made garments, electronic
goods, music system, cosmetics, perfumes and toilet requisition, wrist watches,
cigarettes, cassette tapes, cameras, video tapes, liquor etc.

1.36 The Comrmittee desired to know the percentage of incoming passen-
gers who make written declaration as per statistics maintained by the
Customs Houses or ascertained by sample stndies. The Ministry of Finance
(Department of Revenue) have in their note stated :—

“Normally the accompanied baggage of passengers is cleared on oral
declaration, except where the goods imported invite adjudication pro-
ceedings, such as suspected case of smuggling or misdeclaratien. The
g:nocntagc of such cases to the total number of incoming passengers at

bay Airport is as under :—

Year Percentage
1978—179 4-36
197g—80 534
1980-—‘8! 1.94

1981— 82 0.38

198283 0.59
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1.37 On being asked what pcrccnt?agc of declarations made by passen~

gers was found to be incorrect, the Secretary, Department of Revenue stated
in evidence :—

“The procedure that has been prescribed both for the green channel
and the red channel is that we take the passenger on trust, we accept his
declaration excepting that some sort of test check is done at the exist
gate. Somc of the cases in which the‘baggage is test checked at the
exist gate have shown that the declarations made by the passengers

have not been absolutely correct. Now, it is very difficult to say on
the basis of these observations as a result of the test check what will be
the percentage of the correct declarations and what percentage of de-
clarations wil! be incorrect. It is precisely for this recason that the
trust which we put in the passengers has to be coupled with an element
of fear in the minds of the passengers, the,provision for the test check
has been made and on the whole, I would say that the procedure and
the practice has been working quite satisfactorily.”

1.38 Asked whether the existing procedure allows for maintaining re-
cords atleast in rudimentary details of the nature of baggage imported, ex-
ported and its corresponding values, the Ministry have replied :—

“The baggage clearance procedure is designed to fucilitate and expe-
dite the clearance of baggage of incoming passengers. No record what-
socver is kept of goods cleared through green channel or against the
frec allowances. In the case of accompanied baggage charged to duty,
the value and broad description of the goods is recorded on the baggage
receipt and in the case of un-accompanied baggage, the details are
available in the baggage declaration form and/or duty receipts. No
consolidated record or progressive figures arc maintained.”

1.39 The Committee desired to know whether the Department had
noticed anv shortcoming in the actual working of the system of giving sole
discretion to appraisers to allow passengers to bring in any quantity of bag-
gage without keeping some record and recording only dutiable baggage but
without bringing on record details or value of baggage clearcd free of duty.
The Ministry of Finance (Department of Revenue) have stated : —

“In the arrival hall manned by customs, usually the work of 4 Airport
Officers is supervised by one Superintendent and the Assistant Collec-
tor of Customs is the overall incharge who supcrvises the clearance f
passengers. It may not, therefore, be correct to say that the Airport
Officers or evgn Appraisers have sole discretion of allowing passenger
to bring any quantity of baggage. There are checks and counter-checks
by the Superintendent and the Assistant Collector as also general sur-
viellance by the Preventive parties. Under a revised arrangement now
being worked out, it is proposed to entrust clearance work to Superin-
dent assisted by Preventive Officer/Inspectors.

"The value of items passed free within the free allowance are roughly
estimated and it is not possible to record details of the items allowed as
it will be a very time consuming effort and will hamper the clearance
of passengers without any corresponding advantage. It will be a retro-

%rade‘step, cause harassment to the: passengers and invite complaints
rom the travelling public.” ‘
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1.40 ' In this connection, the Secretary, Department of Revenue stated
during evidence :—

“A record of the goods that the passengers bring by passing through
the green channel cannot be maintained because by the very definition
it is a sort of walk-through channel. The presumption is that the pas-
senger does not have any dutiable articles which ' means that except for
those falling in the prohibited category, the value of the articles that
he has importcd does mot exceed Rs. 1250/-. In that case, he can just
walk through the green channel, The Department will not have any
record of whatever he has brought. But when he passes through the
red channel, he has to declare whatever he has brought. Of course,
‘there will be a record and a véry broad record will be maintained. For
example, it will say, VCR and its description, or it will say ‘colour tele-
vision’ or ‘so many sarees’ or something like that. A detailed descrip-

tion of the articles that are brought through the rcd channel will not be
available.”

1.41 On being asked whether it méant that there was no control over

the imported baggage, the Secretary, Department of Revenue deposed in
evidence :—

“One could not come to a conclusion that there is no control or there
is no check. The only thing is that we are not maintaing individual
‘statistics and it is not possible to do so under the system. The baggage
policy is designed to ensure quick clearance at the airports. If we were
to go into individual passenger baggage, what he brings and where
he takes and all that we will require such a huge machinery the cost
of which will be several times the value of the imports plus inconvenience
and hardship that will be caused to the passengers for whose benefit
tl.e policy has been liberalised. I do not think it will be really worth-
while to undertake such detailed maintenance of individual statistics.”

Impact on indigenous economy

1.42 The Committee asked how the impact of baggage imports on the
indigenous economy could be estimated in the absence of proper records.
The Ministry of Finance (Department of Revenue) have replied :—

“The impact of the baggage imports on the indigenous economy or
any particular industry can be guesscd on the basis of trends and the
total amount of revenue collected from baggagcv.:;

1 43 The Committee drew attention of Government to the criticism in
newspapers that market for indigenous products like electronic items, man-
made fabrics and polyster sarees had gone down considerahly after the bag-
gage rules allowed import of any product as baggage only on payment of duty
but without production of import licence. The Ministry of Finance(Depart-
ment of Revenue) have stated :—

“In this context, it would be necessary to emphasise that the goods
imported as baggage are generally for personal use or for family use
or for gifting away to relatives and friends. Availability of such goods
~ through baggage channels not only permits collection of duty-to some
‘extent but also reduces the demand for these goods imported through
smuggling. Both under the ITC Public Notice No. 27, dated 15th July,
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‘1980 sas ‘amended) and Customs Notification No. 84, dated 22-8-1975,.
the sale of imported goods is allowed only after a certain period of time
and after the value of the goods has depreciated to less than 50 %,..
The criticism in newspapers that the market f?r electronic items, man-
made fabrics or polyster sarees has gone down’ considerably is not fully
justified.: The rates of duty at the highest clab of 235%, is sufficiently .

+high ‘to mop up any incentive for sale of such baggage goods. Some

‘impact of the latest concessions is not completely ruled out. However,
this may be desirable in the larger interest of the country and also the
industry as it would impel the industry to improve the quality and to

bring down their prices to a reasonable level benefiting thereby the ~
consumers.”’

1.44 The Committee enquired if it was the declared policy. of Govern-
ment that the indigenous industry had got too much of sheltered market and
the doors should be thrown open so that foreign goods may come in this coun-

try and our industry may face competition. In reply, Secretary, Ministry of
Finance (Department of Revenue) stated :

“[t is a common knowledge that imports on a limited scale of certain
products have been allowed even though those products are being manu-
factured in this country. For example, if you want to set up a sugar
plant in this country, you will go in for global tenders. The purpose
of this whole exercise is that the indigenous industry should undertake
necessary measures of modernisation, quality improvement, price
reduction so that the users in the country get the required benefits.
Likewise, in the case of electronics also the consequences of this
4 policy will be that if there is same limited import the electronic
+

industry in the country also will be forced to gear itself up to meet
this situation.”

1-45 He further stated :

““The baggage policy has not been designed keeping in view things
like domestic industry, consumer goods sector, etc.

a facility to the passenger. It has primarily been looked into from
that angle. But I cannot say that if we allow import of goods it
wall not have any effect on the domestic industry at all.”

Basically, it is

1.46 On being enquired whether any specific representations were re-
ceived from any indigenous industry against the liberalisation of baggage

rules on the ground of its adverse impact, the Chairman, Central Board of
Excise and Customs stated during evidence :—

“The indigenous industry which has got affected can be electronics
and local textiles. So far as synthetic goods are concerned the baggage
rules say a passenger cannot bring synthetic goods for more than Rs.
500/-. Even this Rs. 1250 limit cannot be utilised by him entirely for
textiles. By and large, the textile industry has not protested. But lately
there havc been some representations which we are looking into.”

....“So far as this Rs. 1250—limit goes, it would have affected indi-
~ genous industry, say, textiles and electronics. In respect of import of
goods by passengers on the basis of 2359, duty is concerned, this

stipulation is large enough and strong enough to take care of the pro-
blem.”
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r.47 When asked to indicate the corrective/remedial action taken by
Government on the representations, the Secretary (Department of Revenuc)
deposed in evidence : —

““....So far as the effect on the local industries is concerned, I would
not say that there is no effect. Ifimports become too large even though
through the route of baggage, they are bound to produce some impact

" on the local industries. The local industry has represented to us that
as a result of baggage allowance being liberalised, there hag been impact
on their production and their sales. We have taken note of that and
also taken corrective action. The question is what should be the
corrective action—whether it should be going back on the baggage
allowance policy or something else. Take for instance, the electronics
industry which was perhaps the most talked of being affected following
the revision of baggage rules and about which some representations
were made soon after the rules were introduced. Our answer to those
people is that they would be given concessions so that their products
would be cheaper rather than reverse the baggage policy. And the
new policy, as you would have noticed, has been very widely welcomed
by the electronic industry and the prople at large.”

1.48 In a note furnished after evidence the Ministry of Finance (De-
partment o! Revenue) have further stated —-

“The duty concessions for the electronics industry announced on 18-8-
1983 gave effect to the recommendations of the Department of Elec-
tronics. The purpose of these concessions was to encourage electronic
enterprise, to redace input costs and to enable the clectronics industry
to attain economic viability and a competitive edge. The duty struc-
ture for such items has been rationalised to achieve two-fold objective
of lowering input costs to the end user and infusing healthy competition
for the manufacturers.

The duty concessions for the electronics industry announced on 18-8-83
are briefly summarised below :—

(i) Specified inputs for the electronics industry have been totally
exmpted from Customs duty (Notifications 229/83).

(ii) Specified inputs for the electronics industry have been exempted
from dutyin excess of 159, ad-valorem (Basic 15% A.D. Nil and
C.V.D. Nil—Notification No. 230/83-Cus.).

(i1i) Specified inputs for the electronics industry have been
exempted from duty in execess of 409, ad-valorem (40 Basic,
A.D. Nil and C.V.D. Nil.—Notification No.231/83-Cus.). .

{(iv) Specified electronic components have been exempted from duty
in excessd of 75% ad-valeram (509 Basic, 25% A.D. and Nil
C.V.D.—Notification No. 232/83-Cus.).

(v) Electronic sub-assemblics have been excmpted from duty in excess
of 100% ad-valorem (65% Basic, 35% A.D. Nil C.V.D. Notifica-
tion 233/83-Cus.).
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(vi) Imports for Electronics Projects have been exempted from duty

(vii)

(viii)

(ix)

(x)

in excess of 25% aa-valorem (25% Basic, Nil A.D., Nil C.V.D.
Notification 234/83-Cus.).

Components (ether than electronic sub-assemblies) of medical
electronic equipment have been exempted from basic, auxiliary
and C.V. duties in excess of the duty applicable to the finished
medical electronic equipment (Notification 235/83-Cus. and
240/83-Cus.).

Compaters have been exempted from duty in excess of 135%a4-
valorem (100% Basic + 35% ‘A.D. 4 Nil C.V.D. Notification
236/83~Cus.). .

Specified computer peripherals have been exempted from duty
in excess of 75% aa-raloem (50 Basic + 25% A.D. + ‘Nil
C.V.D. Notification 237/83).

Import duty on specialised capital equipment for the electronics
industry has been reduced from 35% au-valorem (total) to 25%
ad-valorem (total) Notification 238/83~Cus.”

1.49 On being asked to indicate the extent of duty foregone on account
of these concessions, the Ministry of Finance (Department of Revenue) have

stated —

Statement Showing customs Resenus Implications of Duty Coniessions for the Electronics Industry
Announced on 18th August, 1983

S.No. Item Effective duty rate  Effective duty Remarks
(total) before the rate (total)
concessions announced

) on 18-8-83 o

1. Specified specialised capital equipment. . 35% 26%

2. Project Imports . . . . . 60% 25%

3. Specificd Inputs . . . . <*80%, (average) Nil

4. Specified Inputs . . . . . *80% (average) 15%

5. Specified Inputs . . . l. . *80% (average) 40%,

6. Specified Components Sub-Assemblics .‘126% (average) Igg://: }

7. Computers . . . . . . 184°35% 135%

8. Specified computer peripherals. . 135°95% 75097

Year Numbr of seizures  Value (Rs. in lakhs)

A3 scveral effeative rates are applicable, an average has been taken for these
caleulations, taking into account the relative quantum of imports.
The revenue foregone as a result of the above concessions would be Rs. 87 crores

(appx ) in a year.



STATEMENT SHOWING CENTRAL EXCISE REVENUE IMPLICATIONS OF DUTY CHARGES ANNOUNCED ON 18TH
AUGUST, 1983 FOR THE ELECTRONICS INDUSTRIES

S. Item Effective duty rate before the { Effective rate announted on
No. Concessions. 18-8-83.
Basic SED Basic SED
Q) (2) ~(3) @ (s) 6)
1. Musical systems commercially known as stereo or Hi-Fi Systems. . . . 40% 40% 20% Nil
2. Gramophones, record, players, recod playing decks, record changer decks, . 25% 5% 20% Nil
3. Sound recorded cassette tapes . . . . . . . . . 25% 5% 15% Nil
¢ (i) Radiosctsof gbandsormore « 4 o & .« o+ . . 25% to 40% adv. 5% 20% Adv. Nit
(ii) Tape recorders including cassete recorder and tape decks, tape players (in-
clpc cassette players) combination sets of any of thac articles and .
tmnsistcr scts. . . . " o . . . . . 25% to 40% adv, 5% 20% adv. Nil
(iii) Black and white TV scts™of screen size not exceeding 36 cms. . . 10% adv. ¥ 5% 5% Nil
(iv) Black and white TV sets of screen size exceeding 26 cms. but not exceeding .
51 cms. and colour TV sets of screen size not exceeding 51 cms. 16% to 25% adv. 5% 15% - Nil
(v) Other TV sets of screen size exceeding 51 cms. . . . .« 25% 5% 30%.e Nil
(vi) Computer (including Central processing units) and pripheral devices. &7 20% 5% 15% 7% ] Nil

.

Note: 1. [}Tape recorders, tape players and transistor sets and combination sets thereof manufactured in the small scale sector are also eligible for a

further reduction of duty by ten percentage points.

2, As aresult of the changes made through the aforesaid notifications there is likely to be a revenue sacrifice of about Rs. 11 crores in a full

?’C@!’.

4 4
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. Action taken on violation of Baggage Rules

1.50 The Committee desired to know whether the duty levied on passen-
ger baggage was considered to be a prohibitive rate. The Ministry of
Finance (Department of Revenue) have replied :— ' o

“The duty levied on the passenger baggage is considered to be reason-
ably prohibitive in as much as what is allowed to be cleared as baggage
on payment of duty but without fine and penalty is only bonafide bag-
gage meant for the use of the passenger or for His family or for making
gifts. The high rate of duty 1s meant to wipe out the margin of profit
on sale in India #ind thus to prove a disincentive for sale. It is also
intended to dispense with the need for confiscation etc. in order to speed.
up clearance. Goods brought by the passenger in commercial quanti-
ties or for trade purposes have not only to pay the duty at the g:::ailing‘
rates but also fine and penalty that may be imposed for ch of
import trade control requirements.- Further, the sale of goods imported
as baggage is not allowed in terms of the ITC public Notice as well as
Customs Notification No. 84 gated 22-8-1975.” :

1.51 Copies of the ITC Public Notice No. 27 dated 15 July, 1980 and

Customs Notification No. 84 dated 22 August, 1975 are at Appendices] and
11, respectively.

1.52 Enquired how the Department ensured chat these orders are not
violated, the Secretary, Department of Revenue stated in evidence :

“It will be difficult, I believe, to give information as to how many
goods have been sold out which have been imported as baggage.”

1.5 Thewitness furtherstated :—

“If I may say so, go% of the bona-fide passengers who come in, comply
with the law.” '

1.54 On being pointed out that as the department had not been able
to distinguish between bonafide passengers and the carrier passengers, how
could it be definitely said as 0%, the witness replied :—

“It is a general observation.”

1.55 The Committee also ;;ointed out that the department had no re-
cord of the baggage goods and, therefore, it would not be possible to check
their sale in the Indian market. Asked about the purpose of potification

. -of 22 August, 1975 in the circumstances, the Ministry have replied in a
note :—

“In view of the large increase in the passenger traffic at the Airport it
would not be possible to detail the goods allowed free of duty to each
passenger under the Baggage Rules, - However, it would not be correct
to say that the notification of 22nd August, 1975 is of no use as a num-
ber of seizures have been effected in terms of the provisions of that
notification. In addition it acts as a deterrent both legal as well as

psychological to all persons who intend selling goods imported by them
a8 baggage.” - - a
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1.56 When asked to indicate the number of cases booked for violations-:
of these orders during each of the last 8 years, the Minis'ry of Finance (De-
partment of Revenue) have stated :—

“The information is not available as field formations do not separately
maintain the figures of seizures effected only on account of this noti-
fication.”

Sale of smuggled goods * 4

1.57 The Committee asked whether it was not a”fact that the sale of
imported goods in the Indian market had gone up during the years 1980 to
1983. The Ministry of Finance (Department of Revenuc) replied :—

“It is not possible to make an estimate regarding the quantity of im-
ported goods sold in the Indian market.”

1.58 Asked what was the reaceion of the Ministry of Finance to the
view that the bulk of the foreign goodssold in the open market in most metro-
politan cities and border towns were those smuggled through the grecn and
red channels, the Secretary, Department of Revenue stated :—

‘It is true that whenever things are brought as baggage, though they
are not meant to be sold within a certain period, sometimes they may
be sold. There are instances. It is also true that the goods which
are otherwise smuggled might be shown as having been cleared as
baggage. Here, we get into the question of overall control of mana-
gement of our anti-smuggling activities. Wehave an elaborzte organi-
sation to keep an eye over smugglers and to undertake anu-smuggling
measures. We have the Directorate of Intelligence and an anti-smug-
glingwing. An officer of the rank of Additional Secretary has been put
in-charge exclusively of anti-smuggling. This shows the importance
we attach to these activities. Thisorganisation in over the yearshas
done a commendable work and a number of important catches have
been made and they have produced 2 real impact. .
Notwithstanding this fact, I quite agree that therc are instgnces
where imported goods aresold in various cities. But here again, we do
take action. We organise city raids and s¢ize the imported stock.
As a matter of fact, over the last few years, very large number of raids
have been conducted and the goods worth several crores of rupees have
been confiscated.” e

“We may receive information that in such and such area, certain
goods which are imported are being sold and a raid is organiscd and the
ds which are being sold and displayed are confiscated. It is a
ifficult exercise to go into the history of each item whether it came
as part of the baggage or through some other smuggling routes or
through any other arrangement.” %

»

1.59 In a note furnished after evidence, the Ministry have further sta-

‘““The general surveillance exercised by the Customs Intelligence Officers
in plain clothes in the Baggage Hall, provision for a selective check of
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baggage -and the monitoring of the passengers’ movements through
Close Circuit T.V. enables the Departmerit to restrict the clearance of
contraband items in the baggage of passengers passing through the
green channel. It is, however, not possible to apportion the percentage
of the goods sold in the open market as to their source.”

1.60 Elaborating the functioning of anti-smuggling wing, the Additional

Secretary (Anti-smuggling) stated in evidence :

“Firstly it can be done by prior intelligence which is collected either
by the officers on the spot or by the dossiers which the Directorate of’
Revenue Intelligence maintains and sometimes even by anonymous cal’s
and letters received from so many sources through which nftelligence
can be obtained to see whether a person is bona fide or not.

Secondly. it can be done by scrutiny of passport, the number of
visits hemakes. Although the number of visits will not go again st him,
but depending upon the passenger and his background, it should be
possible to sece whether he is a bona fide passer ger or a carrier.

Thirdly, it can be done by having a suspicion. Our office rt over
a period of time, with some modesty 1 can claim, do spot out t he sus-
picious passengers and there have been any number of cases when very
substantial scizures have been made by mere observation of the passen-
ger’s behaviour.

So far as the impact is concerned, it is true that the bagga ge rules
and regulations provide that the goods are not to be sold, displaycd etc.
In respect of certain goods like fire arms, the period is not less than 10
years; for T.V. it is not less than 5 years and soon. This is as far as
the undertaking, not to sell, is concerned and afterwards it is quite in
open display. It could be proved. We have made a number of
seiz'ures of open display goods in the past one or two years and even
earlier,”

1.61 In this context, the Committee desired to know the year-wise details

of the total number of seizures of smuggled goods effected by the customs
autherities and the value of goods seized as a result thereof during each of
the year 1978 to 1982. The information furnished by the Ministry  of
Finance is shown in the following Table :--

Year Number of seizures valve (Rs. in Jakhs)
1978 1,04,431 3,004
1979 1,03,640 4,042
1980 1,16,735 5,285
1981 62,124 3,970
1982 71,751 6,639

1.62 The principal ty}:cs of goods so seized were stated to be gold,
watches, synthetic yarn and fabrics, silver, diamonds and precious stones,
dangerous drugs, currency, vehicles and vessels etc. The valye-wise details
of such goods as indicated by the Ministry of Finance are as follows :—



Year Gold

Watches Synthetic Silver Diamonds Dangerous Currency Value: Rs. in lakhs Total
Yarn & & precious drugs including —
Fabrics stones sale pro- Vehicles Other
ceeds of led & smuggs articles
. goods “vessels,
“NJ.

1978 . . 153 311 1018 9 92 41 65 97 1308 3094
1979 . 136 337 1219 123 101 23 123 66 1901 4042 -
1cfo . . 130 317 1147 949 109 34 105 138 2359 5285
1cé1 . . 254 357 481 130 58 44 202 265 2181 3972
1982 . . 1288 599 814 17 ° 181 #98 291 494 2857 6639

93
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1.63 Out of the total seizures, the number of raids and searches con-

ducted to unearth smuggled goods in towns and cities, and the value of goods
seized as a result thereof are shown in the following Table :

Year Number of raids/ Value of goods seized
searches (Rs. in lakhs) i
1978 23795 365°53.
1979 . 31476 647°75
1980 . 15683 564 48
1981 18974 864° 94
1982 . . 19512 1422° 25

1.64 The principal types of goods seized in town seizures were stated to
be gold, watches, synthetic fabrics, diamonds and electronic goods such as
cassette recorders, videos, calculators etc. and silver.

1.65 Asked to indicate the procedure followed by the Customs Depart-
ment in conducting raids and searches in seizures in towns and cities, the
Ministry of Finance (Department of Revenue) have stated :—

“‘Searches of premises in towns and cities are normally carried out on
the basis of prior information. After checking the veracity of the
information so received, the Assistant Collector authorises the Officers
by issue of Search Warrant under Secction 105 of the Customs Act,
1062 to search the premises. Searches are conducted in the presence
of two independent witnesses and the owner or occupant of the pre-
mises. The search warrant is shown to the owner of the shop/house
and his signature is obtained on the search warrant. Before the actual
search is started the Customs officers as well as the witnesses offer them-
selves to be searched by the owners of the premises. At the end of the
search, a Mahazar Nama/Panch Nama is drawn indicating the full
details of the goods seized, etc. This is attested by the independent
witnesses and also the owner or occupant of the premises. Through-
out the search, care is taken to see that the search is conducted by the
officers with dye decorum and decency so as not to give any room for
complaint. A copy of the Panch Nama is also handed over to the
owner/occupant and an acknowledgement is obtained. The time of
start as well as the completion of the search are also recorded on the
Panch Nama. After the search, the executed Search Warrant with
the report of the results of the scarch, is submitted to the Assistant
Collector who authorised the search.

Raids on premises known to be storing places of smuggled goods
and shops known for keeping and displaying foreign goods for sale are
conducted periodically in the manner mentioned above.

In areas adjoining the land frontiers or the coast of India where
any Assistant Collector of Customs is not available the Superintendent
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of Customs and Central Excise specially empowered by name in this
behalf by the Board can also issuc a Search Warrant.” '

1.66 The Committec enquired about the member of raids and seizures
in which the Customs authorities were able to establish smuggling through
green channel. The Ministry of Finance (Department of Revenue) have in
their note stated : ‘

“The Department does not maintain statistics of the number of cases
of seizures where it was established that the goods had been smuggled
through the Green Channel. However, in order to curb open sale,
display and storage of foreign goods, searches/raids are conducted perio-
dically by the Department of the shops and stalls suspected to be selling
or displaying foreign goods. The statistics relating to the number of
such goods confiscated and trade value of such goods during the last
thrce years upto September, 1983 is given below : —

Year No. of Raids Value in lakhs
S _ (Rs.)
1981 . . . . . . . 2172 46° 12
1982 . . . . . . . 2046 121° 51
1983 (upto September) . . . . 2053 69° 98

Enquiries conducted in these cases revealed that these goods are
required from different sources partly from baggage cleared either under
free allowance or on payment of duty and partly from goods smuggled
into India across the sca or land borders. In the absence of records it
is not possible to apportion the percentage of source of these seized goods
as it would vary from case to case.”

1.67 The Committee asked whether the Ministry of Finance could
indicate the extent to which smuggling through green and red channels had
gone up or come down under the new procedure and the estimate of duty
not realised on such goods every year by extrapolating the results of test
checks on 10 per cent of passengers.  The Ministry of Fmance (Department

of Revenue) replied

“The primary object of introducing the green channel system as well
as assessment of customs duties in the red channel mainly on the basis
of the oral declaration of passengers is to mitigate the hardship, hara-
ssment and inconvenience due to delay, to a large number of bonafide
passengers whose baggage normally contains goods which would be
within the frece allowance allowed under the Baggage Rules and to
those who are prepared to make a correct declaration of the items
carried by them for the purpose of assessment to duty. The revised
procedure coupled with the reduction in duty and increase in free
allowance has encouraged the passengers to make a true declaration of
their content and acted as a disincentive to clandestine removals.

Since the sclection for test checks of the baggage is done on suspi-
cion and other factors, there is little scope of any excess goods being
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passed without being checked. While the possibility of evasion of duty,
can not be ruled out it is not possible to hazard a guess of the extent of
such evasion. The results of the test checks vary depending upon the
source of the flight, whether originating from a sensitive area or a non-
sensitive area. However in large majority of cases of misdeclarations
detected among passengers’ passing through green channel extent of
misdeclaration on an average works out to less than Rs. 3000/-. Since
in all such cases duty is recovered along with appropriate fine, the ques-
tion of loss of revenue does not arise. As regards bulk of the passengers
who avail the walk through facility and are not subjected to any test
check, it would not be proper to draw any inference as to the extent
of evasion of duty by extrapolation of the results of the test checks applied
to the 10%, of the passengers.”

Baggage and Import Policy

1.68 The Committee enquired about the approximate annual value of
incoming passengers baggage. The Ministry of Finance (Department of
Revenue) stated :—

“Since the passengers are cleared on the oral declaration, no record of
the value of baggage imported by them is maintained by the Depart-
ment.”’

1.69 Asked whether it would not be to the tune of Rs. 300 crores a year,
the Secretary, Department of Revenue stated in evidence :—

“May be about that order. We are not collecting statistics that way,
but we can reduce the figure.”

1.70 To a question if the baggage by and large comprise consumer goods,
the witness replied in affirmative.

]
1.71  Asked whether the country’s import policy allowed for import of
consumer goods, the witness replied :

“We import industrial machinery and industrial raw-materials. Import
of consumer goods is not allowed.”

1.72 The witness further stated :

““It is question of understanding. The goods which are directly con-
sumed by the people, those may be food products, those may be con-
sumer durables, these will be classified as consumer goods. Import
of these goods is not allowed. It is the import of industrial raw mate-
rials components and the equipment which is permitted. Some life
saving drugs may be imported.”

1.73 On being asked whether the baggage policy therefore, did not
onflict with the import policy, the witness deposed : — »

“It does not conflict with our import policy, because this import is under
very special circumstances. This is the type of import which does not
conflict, by and large, with the domestic industry.”
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. - -1.74 When asked whether the amount of 250—300 crores also would
‘not contribute to the trade deficit, the witness replied.

. “Surely, it would.”
* Tourist Baggage Re-export Forms

1.75 The Audit paragraph reveal that a large number of “Tourists
Baggage Re-export Forms” (TBRE) issued in Bombay and Delhi airports
during the last five years had remained unpaired. The portwise position
of unmatched TBRE forms as indicated by the Ministry of Finance (Depart-
ment of Revenue) is indicated in the following Table : —

1980 to 1982 No. of Unmatched Percentage

Total No. of TBRE Forms
Customs House Forms issued
Bombay . . . . . 2,64,129 54,441 219,
Madurai No. is not available 1,361 N.A
Madras . . . . . -do- 5,533 {(upto June N.A.
. 83)

. Delhi . . . « . 87825 12,247 13°69%,
Chandigarh . . . N.A 3,457 N. A.
Calcutta . . . . . 8,317 2,083 25%

- 1.76 The value of goods and the duty involved in the above cases of
unmatched TBRE as informed by the Ministry of Finance is shown in the
following Table :—

L4

Statement Showing the Amount af duty involved in the cases in Unmatched TBRE Forms

Customs House No.of TBRE Value Duty

Bombay . . . . 50533 19* 93 Crores 28° 18 crores
(For 1977 to 1980)
Madurai . . . . . 1361 37+ 60 Lakhs 68- 40 Lakhs
(1980 to 1982)

Madras . . . . . ~—Record not available

Delhi . . . . . 12247 6° 4 Crores 12° 6 Crores
(1980 to 1982) ‘

Chandigarh . . . . Record not available

Calcutta Not available
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1.77. The Committee enquired the procedure in vogue at airports of
other countries with regard to TBRE. In reply the Ministry of Finance
(Department of Revenue) have stated :—

“In Hong Kong there is no restriction or duty on bringing or taking
out any item except tobacco, liquor, and narcotics. There is therefore,
no need for customs in Hong Kong to use the TBRE forms. The
situation in Singapore also is almost identical. In South Korea a
passenger (Tourist) has a choice of paying duty on expensive items or
to keep them in bond or to take them inside Korea on the conditions
that such goods are taken back for which an entry is made in the
Tourist’s passport. In Thailand a tourist is allowed to take inside
Thailand only such expensive items as are identifiable on the condition
of re-export otherwise the items are required to be kept in bond.
There is no practice to issue TBRE form in Dubai and other Inter-
national Airports of U.A.E. as all these ports are free ports.”

In the United Kingdom, high value items are allowed without
any control by the proper officer of Customs if he is satisfied that the
goodsareactuallymeant for re-export. Inother cases where the proper
officer is in doubt deposit of duty onm the high value articles is taken by
the Customs. The duty is, however, promptly refunded at the time of
exFort. In very rare cases where students import high value articles,
a formal declaration is made in the passport. Professional equipment
is allowed to be imported temporarily under the convention of tempo
rary importation of equipment of 8th June, 1961—Brussels.”

- 1.78. The Committee desired to know why sueh alarge number of
TBRE forms remained unpaired. The Secretary (Department of Revenue
stated in evidence :—

“The fact that it is being utilised to the extent of 809, should not be
lostsightof. Any human law is bound to extend thisfacility. I would
also like to appreciate the fact under which, circumstances TBRE are
collected. It is'"done when the man is about to leave. You would
have noticed that Airline give two hours time for people to report. But
people do not always report. Within a short time available at the
port you have to go through all the formalities of the airlines ofbank
clearance, all sorts of things including customs. It does happen quite
often the time available is just not adequate to go into all these things.
That is why omissions will occur.”

1.79. The Committee desired to know the action taken when tourists
were not in possession of TBRE forms at the time of exit from the country,
despite indication that TBRE Form was issued to them. In reply the Ministry
of Finance (Department of Revenue) have stated :—

“Whenever tourists at the time of exit report loss of TBRE form, the
office records are verified, if the port of entry was also the same. If,
however, the port of entry is different, the passenger’s declaration is
usually accepted with reference to the value shown in the passport and
the goods presented for verification. Subsequently, the particulars are
furnished to the port of issue for verification of the details.”
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. 1.80  Asked what percentage of TBRE forms were declared lost or their
cxxstznce derived by tourists, the Ministry of Finance (Department of Revenue)
stated :—

“No figures are available about the percentage of TBRE forms reported
to be lost but this percentage is quite negligible.” ‘

1.81 In this connection, the Chairman, Central Board of Excise and
Customs stated during evidence:—

“It is a serially numbered form. Serially numbered form is issued in
and there is no indication in the passport. Now, it is for that port to
collect it and send it to the port of issue. The port of issue has a complet
record. Where the things go wrong, itisnotalways thatthe passenger
has sent the goods here. He has gone from Madras, for instance

Madras has collected TBRE form. Madras port passes it on the port
of issue. Normally, forms are coliected and counted at the end of the
shift and sent in bulk. It is possible that one or two forms collected
has not reached the destination.”

1.82. The Committee enquired what special investigations were carried
out in respect of unpaired or-lost TBRE fgrms in which gold, currency or
jewellery had been recorded. The Ministry of Finance (Department of
Revenue) have stated :—

“No TBRE forms are issued for the import of Gold or currency. TBRE
forms are issued for the import of jewellery to the tourist passengers and
their addresses in India are recorded on the TBRE forms. In the case
of unpaired or lost TBRE forms relating to jewellery, references are
made to the other ports in the country to ascertain whether the jewellery
in question was re-exported from their ports Notices are issued to
the passenger (tourist) on their Indian address as well as foreign address
for payment of duty or for furnishing the evidence of re-export of the
jewellery in question. Special investigations are carried out only on
receipt of specific information about the deliberate misuse of the TBRE
facility.” .

1.83 The Committee pointed out that a large percentage of un-matched
TBRE forms related to jewellery items and enquired if any investigations
had been carried out in such cases. In reply the Ministry of Finance
(Department of Revenue) have stated in a note:—

“The percentage of TBRE (Unmatched) forms relating to jewellery
to the total number of TBRE forms works out to 89, at Bombay
Airport and 0.29%, at Palam Airport. Inthe case of unmatched TBRE
forms, letters are issued to the other ports enquiring if the passenger
left through their port and if so, the details of jewellery exported, ifany.
Demand notices are also issued at the Indian as well as foreign address
of the tourists. Special investigations are carried out only when there
are reportsabout deliberate misuse of the concession.”

1.84 Inthisconnection, the Secretary, Department of Revenue &eposed
during evidence :—

“We have not specifically gone into this question but I would say,
from which areas they are coming is a point for consideration. Not



33

only such and such airport, but we have to know which is the country
of origin. My suspicion in the light of a few cases I came across is
that persons of Indian origin, when conditions become difficult in
foreign countries, try to transfer capital in the form of jewellery from
those places. My impression is, if we try to interfere with the privilege
given, it is likely to advVersely affect Indians overseas who apprehend.
some difficulties ahead and try to bring the capital into the country
This may nat be true in all cases but this is substantially true in a
large number of cases.”

1.85 The Committee enquired if any departmental action had been
taken against any one in the customs Department for loss of TBRE forms,
the Secretary Depariment of Revenue stated :—

“I am told, nobody has been penalised”.

1.86 The audit paragraph stated that though only 8 per cent of TBRE
forms related to jewellery, 60 per cent of such 8 per cent forms were not
matched and in each of them jewellery not less than Rs. 10,000 was not
re-exported nor was duty paid thereon. Asked why the Ministry had not
viewed the audit point as possible misuse ot TBRE facility in respect of
jewellery, the Ministry of Finance (Department of Revenue) have stated in
a note :—

“Mere unmatching of TBRE formm is not necessarily an indication ot
lossofrevenue. An endorsement is made on the passport of a passenger
if he brings into India any goods which are for re-export. This endorse-
ment i; checked at the time of his departure and it is ordinarily not
possible that a passenger would be able to escape scrutiny. TBRE
form may remain unmatched because the passenger leaves from a
different port and the forms are not sent or these are misplaced.”

1.87 The Committee enquired if the very fact that Rs. 8.8 crores worth
jewellery comes into India every year without payment of duty did not call
for investigation specially when total value of unmatched forms in all years
1977 to 1980 in Bombay had been estimated by the Collector at only
Rs. 19.03 crores, the Ministry replied :—

“It would not be correct to assume that the entire amount of jewellery
shown in unmatched TBRE Forms which has actually come into India
has not been re-cxported. However, in view of the social set up in
India and having regard to the fact that jewellery is easy to carry
and itmay also help some of them tostartlife afresh in India, it perhaps
is inevitable that some amount of jewellery brought under this facility,
particularly by Indians, may be retained in India. However, in view
of the factors spelt out above, it would not be possible to arrive at any
accurate estimate of the extent of jewellery not re-exported.”

1.88 As per Customs Act, ‘“‘baggage’’ includes unacompanied baggage
but not motor vehicles. Declaration of baggage made by the passen-
gers arriving at any port or airport may be in writing or oral. The
accompanied baggage both by Air and Sea is cleared on oral declara-
tion. For this purpose, passengers without any dutiable articles in
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their baggage walk through green channel and those with dutiable
articles are assessed to duty on the basis of their declaration in the
red channel. In cases of doubt, physical examination is conducted
by preventive officers. Unaccompanied baggage is, however, cleared
on a written declaration which contains details about the number of
packages etc. On the basis of the declaration and examination, duty
is assessed and collected and baggage cleared from customs control.
The revenue from baggage has registered a steep increase
over the years. It amounted to Rs. 42.39 crores in 1978, Rs. 57.¢8 crores
in 1979, Rs.85:53 croresin 1980 and Rs. 121.93 crores in 1981 respective-
ly.

1.89 The rates of duty on passengers baggage and the exemption
limit for duty free baggage have undergone changes from time to
time. In 1978 the duty free allowance was raised to Rs. 1,000 and on
goods valuing upto Rs. 2,000 in excess thereof, duty was levi-
able at 120 per cent ad valorem. The rate of duty was changed from
120 per cent to 150 per cent on 19 June, 1980. From 15 July, 1980, there
was further liberalisation in that baggage in excess of Rs. 3,000
was also cleared charging duty effectively at 320 per cent instead of
treating such imports as unauthorised, with the object of doing a way
with the time consuming process of adjudication as also to secure
quick clearance of passengers arriving at airports. The idea was to
avoid unnecessary hardship or harassment to passengers. The purpose
of high rates of duty in excess of the duty free allowance was to contain
the quantities to be brought by the passengers as baggage. Revenue
was also a consideration but only a relatively minor one. Minor increa-
seswere made in the duty in the years 1981 and 1982. From 1 March
1983 the duty structure has been considerably liberalised in pursua-
nce of the recommendations of a study group on increasing the flow
of remittances and non-resident investment, submitted to Govern-
ment in October, 1982. The higher slab of duty was reduced from 330
per centto235 percent incertaincases.Also,the general free allowance
limit was increased from Rs. 1,000 to Rs. 1,250.

1.90 The Committee have been informed that the goods allowed
to be imported as baggage are generally for personal use or for family
use or for gifting away to relatives and friends. When goods are brou-
ght in commercial quantities or for trade purposes, the passenger
has not only to pay duty at the prevailing rates but alsofine and penalty
may be imposed for breach of import trade control requirements.
Further,the sale ofgoodsimportedasbaggageisn® allowed in terms
of ITCpublic Notice as well as Customs Notification dated 22 August,
1975.

1.91 The Committee are surprised tofind that while the law clearly
prohibits sale of goods imported as baggage within a specified period,
Government do not have adequate mechanism to ensure that such
sales do not take place. There is no consolidated record of all goods
cleared as baggage even in the case of those charged to duty. It is com-
mon knowledge that a large number of imported items are freely
soldin the open marketin most metropolitan cities and border
towns. Evidently these goods are either smuggled goods or goods
which have been brought as baggage. If the goods have been imported
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as baggage, they are not allowed to be sold under the law for a speci-
fied period. However, as Government have no record of baggage
goods they connot check their sale in the Indian
market and take penal action in terms of the notification dated
22 August 1975. The Ministry of Finance have contended that the noti-
fication acts as a deterrent both legal as well as psychological to all
persons who intend selling goods imported by them as baggage. The
Ministry have, however, not been able to cite a single case booked for
violation of the orders during the past eight years. Thus, the only
conclusion that can be drawn is that the notification dated 22 August,

1975 has failed to make any impact or serve the objective for which
it was issued.

1.92 The Committee note that the value of smuggled goods seized
by customs authorities amounted to Rs. 30.94 crores, Rs. 40.42 croers,
Rs. 52.85 crores. Rs. 39.70 crores, and Rs. 66.39 crores during each of
the years 1978 to 1982 respectively. Out of these, the values of goods
seized in raids and searches in towns/cities during the correspond-
ing period wereRs. 3.66 crores Rs. 6.48 crores,Rs. 5.64 crores Rs.
8.65 crores and Rs. 14.22 crores, respectively. The principal items
seized were gold, watches, synthetic fabrics, diamonds, electronic
goods like cassette recorders, videos, calculators, etc. Obviously, the
figures of seizures indicate only a tip of the iceberg . Even so, they
would indicate that over the years, the menace of smuggling and
its adverse impactonour economy are ontheincrease. The Ministry
of Finance have pleaded that in the absence of records of baggage it
is not possible to apportion the source of smuggled goods seized in
raids and searches. However, the Ministry have conceded that the
enquiries conducted in those cases had revealed that part of such
goods were those cleared as baggage either under free allowance
or on payment of duty. Considering that the percentage of value of
seizures in towns and cities forms a substantial part of the total sei-
zures and that the goods seized in town seizures are generally of the
same kind as are usually brought as baggage, the Committee cannot
but conclude that the loopholesin Baggage Rules supplement the
adverse impact onthe economy caused by smuggling.

1.93 In this connection, the Committee note that out of total of 21.53
akh incoming passengers in 1982, 13.01 lakhs passengers walked thr-
ough green channel while 8.52 lakhs opted for red channel. In 1983, out
of 17.36 lakhs incoming passengers whose details were available, 10.84
lakhs opted for green and 6.52 lakhs opted for red channels. The Com-
mittee are informed that a test check of not exceeding 109, is carried
out before the passenger leaves the customs area. The number of mis-
declarations detected by the department as a result of such test-checks
(of passengers coming through both green and red channels) during
1981, 1982 and 1983 (upto September) were 7,694, 4,797, and 8700 re-
spectively and the corresponding c.i.f. value of misdeclared goods
were Rs. 2.47 crores, Rs. 3.86 crores and Rs. 3.20 crores respectively.
Evidently, even the fractional test checks conducted by the depart-
ment indicated that misdeclarations under the present set up are
fairly widespread. In view of these facts the Committee do not agree
with the contention of the Ministry that adequate checks exist to pre-
vent smuggling by misdeclaration or non-declaration of dutiable
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baggage. The Committee recommend that Government should adop
such legal and psychological measures as will prove really effective
instead of the present system and manner of its implementation by
customs staff which is lacking in its psychological impact. The Com-
mittee regret that the customs department have not adopted really
effective methods for getting reliable feed back data designed to keep
under continuous monitoring the psychological impact of the systems

and approaches adopted by it.

1.9¢ The Committee are surprised tonote that noseparate records
are maintained in respect of the total number of passengers opting
for green and red channels at Trivandrum Airport, Amritsar Land
Customs Station and Bombay Seaport. This would clearly show that
even in the matter of collecting and utilising the basic data , the depart-
ment has still to go a long way . The Committee recommend that the
Ministry should adopt a more dynamic and effecive data generation
and retrieval system in all customs station without which control
through psychological impact can hardly become a reality.

1.95 The Committee find that in the absence of any reliable data on
baggageimports,itwould be a sheer guess-work toassess theimpact-
of baggage imports on the indigenous economy or any particular in-
dustry. Accordingto the Ministry of Finance* theimpact canonly be
guessed only on the basis of trends and the total amount of revenue
collections from baggage. The Committee are informed that the
annual value of baggage imports may be roughly about Rs. 300
crores. The Ministry of Finance, have also admitted that
certain industries like electronics have in their representations
to Gogernment pointed out the adverse effect of baggage liberalisa-
tions on indigenous industries. Keeping in view the representa-
tations of the electronics industry and based on the recommenda-
tions of the Department of Electronics, Government decided in
August, 1983 to grant a series of concessions to enable the electro-
nics industry to attain economic viability and a competitive edge.
Ironically, these concessions involved a total annual revenue
sacrifice of Rs. 98 crores to the exchequer by way of customs and
excise duties . While the Committee agree that undue harassment
and delay in clearance of incoming passengers including tourists
have to be removed, the impact of the liberalised baggage rules on the
indigenous industry has also to be taken into account. The Com-
mittee would like Government to ensure that no indigenous industry
is adversely affected as a result of liberalisation of baggage rules.

1.96. The Committee are concerned that after the liberalisation of
Baggage Rules in March 1983, a new class of passengers, ui-., hired
passengers indulged in carrier trade, has come into existence.
These persons visit India’s neighbouring countries from time to time
and bring foreign goods in great demand in this country. Because of
the wide differences in the prices of gertain goods in those countries
and in this country, these persons are able to make huge profits even
after covering their tour expenses and paying duty as per baggage
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rules. The Ministry of Finance have admitted that such cases
have come to their notice on certain routes. particularly Sri
Lanka-India and Maldives-India routes. It was, therefore, de-
cided to reduce the general free allowance from Rs. 1250 to Rs. 300
for passengers arriving from Sri Lanka and Maldives. From the figu-
res furnished by the Ministry of Finance, the Committee find that
while the passenger traffic to Sri Lanka and Maldives recorded a
substantial increase to §6671 during 1 Marchto 8 June 1983 over the
figures of 43 816 during the corresponding periodin 1982 it sudden-
ly came to as low a level as 18°030 during the period g June 1983 to
30 September, 1983. The overall collection of duty per capita has also
decreased from 8 June 1983. The Committee are not convinced with
the replies of the Ministry that per capita increase in the duty reali-
sation from baggage (ew en when rates of duty were reduced), is notia-
dicative of increase in import of baggage with consequential adverse
impact on economy. The figures relating to Srilanka and Maldive
clearly disprove this. The Committee are clearly of the view that the
extent of abuse of liberalisation is on the increase. The Committee
would like the department to collect relevant data relating to baggage
import continuously and to review it and act immediately to prevent
abuse of the liberalised baggage rules as and when the situation so

warrants.

1.97 In the opinion of the Committee, the existence of carrier trade
is made possible by a lacuna in the Baggage Rules according to
which free duty allowance is the same per trip irrespective of the fact
whether an individual undertakes only one foreign trip in a year or
a number of such trips. The Committee recommend that in order to
obviate the recurrence of misuses of baggage facilities, the Ministry
of Finance should examine the feasibility of fixing a monetary ceil-
ing beyond which a person should not be allowed to bring duty free
foreign goods as baggage during a year, irrespective of the number
of his visits.

1.98 The Committee note that the Tourist Baggage Rules provide
for import, temporarily of personal effects of bonafide tourists,
free of duty, provided they are re-exported when the tourists leave
India. Articles of high value are passed free of duty on
obtaining an undertaking in writing from the tourist that he will
re-export them out of India, or pay duty leviable thereon on failure
to do so. Such articles are entered in a ‘“‘Tourists Baggage Re-export
Form” (TBRE) a copy of which is given to the tourist to be surrend-
ed by him at the port or airport of departure from India. The re-
export forms collected from the tourists at the port or airport of their
departure from India are sent after suitable endorsement to the port
or airport of issue of the TBRE form for pairing: This ensures that
such articles of high value have been re-exported and have not been
disposed of by the tourist within the country unauthorisedly.

1.99 The Committee are concerned to note that 50 533 TBRE forms
issued from Bombay Customs House between 1977 and 1980 valuing
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Rs. 19.93 crores and involving duty of Rs. 28.18 crores could not be
paired. Similarly, 12 247 forms issued from the Delhi Customs House
between 1980 and 1982 valuing Rs. 6.4 crores and involving Rs. 12.6
crores duty also remained unpaired. The Committee regret to point
out that statistics of number of TBRE issued and the unpaired TBRE
forms relating to certain Customs Houses were not furnished to the
Committee on the plea that records were not available. This is really
strange as the number of TBRE forms being numbered, there is no
reason why the record of these forms should not have been available
in the relevant Customs House. The Committee feel that the whole
issue is not above suspicion.

1.100 What is particularly disturbing is that 6o percent of the un-
paired TBRE forms issued in Bombay in 1980 pertained to import
of gold jewellery valuing more than Rs. 10 000 in each case, amounting
inall to atleast Rs. 8.8 crores of jewellery imported in that year, with.
out payment of duty. More distressingly, there had been no depart-
mental follow-up of unmatched TBRE forms even on a percentage
basis. According to the Ministry, the department looks into if a com-
plaint of misuse comes in and only then an ingestingation is carried
out. The Committee cannot but express their concern over this un-
satisfactory state of affairs. During evidence the Secretary Depart-
ment of Revenue admitted that the Ministry had not specifically gone
into the issue. It was also admitted that departmental action had
not been taken against even a single employee so far for the loss of
TBRE forms. The Committee cannot but conclude that the increasing
use of T.B.R.E. procedure for importing jewellery, coupled with the
failure to implement the procedure, had given ample scope to smug-
gling thorugh this mehod. The Committee are not convinced with
the argument of the Ministry of Finance that this facility was being
utilised by Indians residing abroad to help them transfer their assets
to India in the form of jewellery. If so, government should include
a provision in the rules to permit such imports. The Committee re-
commend that the Ministry of Finance should investigate the re-
asons for high import of jewellery through TBRE forms at Bombay
and take steps to prevent abuse of this facility.

1.101 The facts stated in the foregoing paragraphs clearly bring
out inadequacy in the system of assessment and collection of
duty from passengers’ baggage. The present system does not provide
for maintaining even basic data of baggage/goods. The Ministry
should evolve a system whereby primary data are r ecorded with-
out hampering clearance of passengers and causing harassment to
the travelling public. This is imperative in order to ass ss the impact
of thepolicy in regardtobaggagegoodson the economy in all its
ramifications. The Committee therefore recommend that the
Ministry of Finance should supplement the present system of asses-
ment and collection of duty on baggage goods including check exer-
cised by the T.B.R.E. procedure by recording and using relevant
data as an additional measure of a macro control. This would in no
way cause harassment in individual cases. While Government should
ensure that the baggage concessions are availed of by the genuine
travelling public the Committee are anxious that, there should be a
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system of macro control so that unscrupulous elements are kept
| in check and the abuse of the liberalised baggage facilities by them
does not result in detriment to the country’s economy.

NeEw DELHI
30 March, 1984 SUNIL MAITRA

' — ‘ Chairman
10 Chaitra, 1906 (S) Public Accounts Commattee.




APPENDIX I
(Vide Para 1.51)

(TO BE PUBLISHED IN THE GAZETTE OF INDIA EXTRA-
ORDINARY PART I SECTION I)

(GOVERNMENT OF INDIA

MINISTRY OF COMMERCE
(Import Trade Control)

PUBLIC NOTICE NO. 27-ITC (PN—8o, New Delhi, the 15th July, 1980
(As Amended By Public Notice No. 44-ITC(PN)/8o, dated 17-11-1980).

SuBJECT. — Import of Goods as personal baggage.

Attention is invited to the Ministry of Finance, Department of Revenue,
New Delhi, Notification No. 101-Cus. datcd the 16th May, 1978, No. 102-
Cus., ddted the 16th May, 1978, No. 103-Cus., dated the 16th May, 1978,
and No. 105-Cus., dated the 16th May, 1978 applicable to passengers
arriving from any country other than Ncp:ﬂ.

2. Sub-Clause 11(1)(g) of the Imports Control Order, 1955 as amended
already exempts from the operation of the said order the goods imported
as passenger baggage to the extent permissible under the Baggage Rules for
the time being in force.

3. A nonstourist passenger may also be allowed to import as a part of his
baggage without an import licence, but on payment of customs duty any
itcms of personal or housc:hold effects, for hisown use or for use of hisfamily :

Provided that the import of a fire-arm Shdll be subjeqt to the conditions
that :—

(i) The passenger has not imported or otherwise acquired a foreign-
made fire-arm of the same category during the last ten years ;

Explanation:—For this purpgse, revolver and poistol will be considered
as fircarms of one catcgory and gun and rifle as firearm of another

category;

(1z) In the casc of revolver and pistol, they arc of .32 or smaller bore;
and

(ui) The firearmshallnot besold, gifted or given toa retainer o~ other-
wise parted with for aperloc‘ of five years from the date of
clearance.

4. A tourist of Indian origin, whether holding an Indian pagsport or a
forcign passport, who is normally rgsident abroad, may be allowed to import

40
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as a part of his baggage, without an import licence, but on payment of customs
duty any items of personal or household cffccts for presentation as gifts or

souvenixs to friends and relatives. -

Provided that the import of firearm shall be subject to the conditions
that :—

(1) The passenger has not imported a foreign-mad: fircarm of the same
category during the last ten years ;

" Explanation.—For this purpose, revolver and pistol will be considered
as fircarm of one category and gun and riflc as fircarm of another

category ;

(i) in the case of révolver and pistol, they arc of .32 or smaller bore ;
and

(iii) The firearm shall not be presented as gift to a person who has  im-
ported or acquired a forcign made fircavin of the same category
during the last ten years. (The person receiving the gift shall also
cnsure that he is not violating this condition).

5. The above concessions may be allowed provided the proper offecer  of
the customs is satisfied that the items are being imported for bona-fied use of the
passenger or his family or for making a gift or souvenir, as the case may be,
and subject to the condition that they shall not be sold, displayed, advertised
or offered for sale or displayed in a shop until :

(a) In the case offirearm and TV, they have been used for @ period of not

less than five years fromthe date of cléarance by such person, or passen-
ger or member of the crew; or

(b) In the case of other goods, when the, market price is depreciated
to less than 509, of their market price when new.

6. In addition, clearance of one dog and other domestic, pets like cats and
birds in a limited number may be allowed without Import Trade Control
restrictions on furnishing the following health certificates to the Customs
authorities :—

(1) A health certificate from a veterinary officer authorised to issue a walid
certificate by the Government in the country of export to the cffect that the dog
imported is free from Aujossky’s discase, Distemper, Rabies, Leishmaciasis
and leptospirosis and in the case of cats from Rabies and Distemper.

(ii) In the case of import of dogs and cats originating, from country where
Rabits infection is known to exist, a health certificate containing a record of
vaccination, vaccine used, brew of the vaccine and the name of  production
laboratory and to the effect that the dog/cat was vaccinated against rabies
more than one month, but within 12 months prior to actual embarkation
"with nervous tissuse vaccine or within 36 months with chicken embro vaccine,
both the vaccines having previously passed satisfactory potency tests.

(iii) In the case of parrots, a certificate to the effect that the parrots were
subjected to a compliment fixation test for psittaposis with negative results
within 30 days prior to actual embarkations.
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7. This public Notice is in supersession of the earlier Public Notice of the
Ministry of Commerce No. 34-ITC (PN 78) dated 16-5-78 as amended by 58-
ITC (PN)/79 dated 13-11-1979.

EXPLANATION: ——In the Public Notice the term ‘baggage’ will have the
same meaning as is assigned to it in sub-clause (3) of Section 2 of the Customs
Act, 1962.



APPENDIX II |
(Vide Para 1-51)

(TO BE PUBLISHED IN PART II, SECTION 3, SUB-SECTION (i)
OF THE GAZETTE OF INDIA, EXTRAORDINARY, DATED 22ND
AUGUST, 1g75/31 SRAVANA, 1897 (SAKA)

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)

the 2and AUGUST, 1975
New Delhi, 31 SRAVANA, 1897 (SAKA)

- NOTIFICATION
CUSTOMS

G.S.R. No. 453 (E)—Inexercise of the powers conferred by sub-section(2)
of section 79 of the Customs Act, 1962 (52 of 1962) and in supersession of the
Baggage(Conditions of Exemption) Rules 1963 [Notification of the Govt. of
India 'in the Ministry of Finance (Department of Revenue and Insurance)
No. 19 dated the 23rd January 1963] the Central Government hereby makes
the following rules, namely:—

1. Theserules may be called the Baggage (Conditions of Exemption) Rules,
1975- ) '

2. Where any goods in the baggage of a passenger or a member of the crew
are exempted under section 79 of the Customs Act, 1962 (52 of 1962) from pay-
ment of import duty leviable thereon, the exemption shall be subject to the
condition that such goods shall not be sold, displayed, advertised or offered
for sale or displayed in shop;

(a) and in the case of fire-arm also that such fire-arm shall not be gifted, or
.given to a retainer or other-wise parted with, until such fire-arn has
been used for a period not less than ten years from the date of clearance

by such person or passenger or member of the crew, or

(b) and inthe caseofaT.V.set,akothatsuchaT. V.setshallnotbe gifted
or otherwise parted with, until such T.V. set has been used for a
period of not less than five years from the date of clear ance by such
person or passenger or member of the crew, or

(c) and in the case of any other goods, until the market price of such goods
hasdepreciated to less thanfifty per cent of their market price when new.

Sd/-(V.S. Naik)
UNDER SECRETARY TO THE GOVERNMENT OF INDIA
No. 84-Cus|F. No. 497 /2[74-Cus. VI

To

The Manager, Govt. of India Press,
Mayapuri, Ring Road, New Delhi.

\
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APPENDIX—IN

Statement of Conclusions| Recommendations

Para No. Ministry/Department Conclusions/Recommendations
Concerned
2 3 4
1-88 Ministry of Finance As per Customs Act, “‘baggage’’ includes unaccompanicd baggage but

(Department of Revenue) not motor vehicles. Declaration of baggage made by the passengers arriv-
' ing at any port or airport may be in writing or oral. The accompanied bag-
gage both by Air and Sea is cleared on oral declaration. For this p ,

passengers without any dutiable articles in their baggage walk through green

channel and those with dutiable articles are assessed to duty on the basis

of their declaration in the red channel. In cases of doubt, physical examina-

tion is conducted by preventive officers. Unaccompanied baggage is, how-

ever, cleared on a written«declaration which contains details about the num-

ber of packages etc. On the basis of the declaration and examination, duty

is assessed and collected and baggage cleared from customs control. The

revenue from baggage has registered a steep increase over the years. It

amounted to Rs. 42.39 crores in 1978, Rs. 57-98 crores in 1979, Rs. 85-53
crores in 1980 and Rs. 121-93 crores in 1981 respectively. :

189 Do. The rates of daty on passengers baggage and the exemption limit for

duty free baggage have undergone changes from time to time. In 1978 the
duty free allowance was raised to Rs. 1,000 and on goods valuing upto

144
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Rs. 2,000 in excess thereof, duty was !eviable at 120 per cent ad valorem.
The rate of duty was changed from 120 per cent to 150 per cent on 19 June,
1980. From 15 July, 1980, there was further liberalisation in that baggage
in excess of Rs. 3,000 was also cleared charging duty effectively at 320 per
cent instead of .ceating such imports as unauthorised, with the object of
doing away with the time consuming process of adjudication as also to secure
quick clearance of passengers arriving at airports. The idea was to aveid
unnecessary hardship or harassment to passengers. The purpose of high rates
of duty in excess of the duty free allowance was to contain the quantities
to be brought by the passengers as baggage. Revenue was also a considera-
tion Jbut only a relatively minor one. Minor increases were made in the duty
in the years 1981 and 1982. From 1 March, 1983 the duty structure has been
considerably liberalised in pursuance of the reconunendations of a study
group on increasing the flow of remittances and non-resident investment
submitted to Government in October, 1982. The higher slab of duty was,

reduced from 330 per cent to 2359%, except in certain cases. Also, the general
free allowance limit was increased from Rs. 1,000 to Rs. 1,250.

The Committee have keen informed that the goods allowed to be impor-
ted as baggage are generally for personal use for for family use or for gifting
away to relatives and friends. When goods are brought in commercial quan-
tities or for trade purposes, the passenger has not only to pay duty at the pre-
vailing rates but also fine and penalty may be imposed for breach of import
trade control requirements. Further, the sale of goods imported as baggag

is not allowed in terms of ITC public Notice as well as Customs Notification
dated 22 August, 1975.

The Committee are surprised to find that while the law clearly prohibits
sale of goods imported as baggage within a specified period, Government do
not have adequate mechanism to ensure that such sales do not take place.

- There is no consolidated record of all goods cleared as baggage even in the

case of those charged to duty. It is common knowledge that a large number

154
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Ministry of Finance
(Deptt. of Revenue)

of impo.ted items are freely sold in the open market in most metropolitan
cities and border towns. Evidently these goods are either smuggled goodsor
goods which have been brought as baggage. Ifthe goods have been imported
as baggage, they are not allowed to be sold under the law for a specified
period. However, as Government have no record of baggage goods they
cannot check their sale in the Indian market and take penal action in terms
of the notification dated 22 August, 1975. The Ministry of Finance have con-
tended that the notification acts as a deterrent both legal as well as psycho-
logical to all person who intend selling goods imported by them as baggage.
The Ministry have, however, not been able to cite a single case booked for
violation of the orders during the past eight years. Thus, the only conclusion
that can be drawn is that the notification dated 22 August, 1975 has failed
to make any impact or serve the objective for which it was issued.

The Committee note that the value of smuggled goods seized by customs
authorities amounted to Rs. 30-94 crores, Rs. 40-42 crores, Rs. 5285 cro-
res, Rs. 39.70 crores, and Rs. 66.39 crores during each of the years 1978 to
1982 respectively. Out of these, the valuesof goodsseized in raids and searches
in towns/cities during the corresponding ‘period were Rs. 3.66 crores, Rs. 6.48
crores, Rs.5.64 crores, Rs. 8.65 crosre and Rs.14.22 crores respectively.
The principal items seized were gold, watches, synthetic fabrics, diamonds,
silver, electronic goods like cassette recorders, videos, calculators, etc. Ob-
viously, the figures of seizures indicate only a tip of the iceberg. Even
so, they would indicate that over the years, the menace of smuggling and its
adverse impact on our economy are on the increase. The Ministry of Finance
have pleaded that in the absence of records of baggage it is not possible to
apportion the source of smuggled goods seized in raids and searches How-
ever, the Ministry have conceded that the enquiries conducted in these cases
had revealed that part of such goods were those cleared as baggage either
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under free allowance or on payment of duty. Considering that the percentage
of value of seizures in towns and cities forms a substantial part of the total
seizures and that the goods seized in town seizures are generally of the same
kind as are usually brought as baggage, the Committec cannot but con-
clude that the loopholes in the Baggage Rules supplement the adverse
infact on the economy caused by smuggling.

In this connection, the Committee note that out of total of 21.53 lakh
incoming passengers in 1982, 13.01 lakhs passengers walked through green
channel while 8.52 lakhs opted for red channel. In 1983, out of 17.36 lakhs
incoming passengers whose details were available, 10.84 lakhs opted for green
and 6.52 lakhs opted for red channels. The Committee are informed that a

- test check of not exceeding 109, is carried out before the passenger leaves th=

customs area. The number of misdeclarations detected by the department as
a result of such test-checks (of passengers coming through both green and red
channels) during 1981, 1982 and 1983 (Upto September) were 7,694, 4,797 2nd

8700 respectively and the corresponding c.i.f. value of misdeclared goods were

Rs. 2.47 crores, Rs. 3.86 crores and Rs. 3.20 crores respectively. Evidently,
even the fractional test checks conducted by the department indicate that
misdeclarations under the present set up are fairly widespread. In view of
these facts the Committee do not agree with the contention of the Ministry
that adequate checks exist to prevent smuggling by misdeclaration or non-
declaration of dutiable baggage. The Committee recommend that Govern-
ment should adopt such legal and psychological measures as will prove
really effective instead of the present system and manner of its implementa-
tion by customs staff which is lacking in its psychological impact. The Com-
mittee regret that the customs department have not adopted really - effective
methods for geiting reliable feed back data designed to keep under conti-
nuous monitoring the psychological impact of the systems and approaches
adopted by it.

Ly
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Ministry of Finance
Department of Revenue

The Committee are surprised to note that no separate records are main
tained in respect of the total number of passengers opting for green and
red channels at Trivandrum Airport, Amritsar Land Customs Station and
Bombay Seaport. This weuld clearly show that even in the matter of Colleet-
ing and utilising the basicdata, the.department has still to goalong way.
The Committee recommend that the Ministry should adopt a more dynamic
and effective data generation and retrieval system in all customs station, yvxth
out which control through psychological impact can hardly become a reality.

The Committee find that in the absence of any reliable data on baggage
imports, it would be a sheer guess-work to assess the impact of baggage im-
ports on the indigenous economy or any particular industry. According to
the Ministry of Finance, the impact can be only guessed only on the basis
of trends and the total amount of revenue collections from baggage. The
Committee are informed that the annual value of baggage imports may be
roughly about Rs. 300 crores. The Ministry of Finance have admitted
that certain industries like electronics have in their representations to
Government pointed out the adverse effect of baggage liberalisations on
indigenous industries. Keeping in view the representations of the electronics
industry and based on the recommendations of the Department of Elec-
tronics, Government decided in August, 1983 to grant a series of conces-
sions to enable the electronics industry to attain economic viability and
a competitive edge. Ironically, these concessions involved a total annual
revenue sacrifice of Rs. 98 crores to the exchequer by way of customs and
excise duties . While the Committee agree that undue harassment and
delay in clearance of incoming passengers including tourists have to



be removed, the impact of the liberalised baggage rules on the indigenous

industry has also to be taken into account. The Committee would like

Government to ensure that no indigenous industry is adversely affected
as a result of liberalisation of baggage rules.

The Committee are concerned that after the liberalisation of Baggage
Rules in March 1983, a new class of passengers, 2iz., hired passengers, in-
dulging in carricr trade, has come into existence. These persons visit India’s

neighbouring countries from time to time and bring foreign goods in great

demand in this country. Because of the wide differences in the prices of cer-
tain good in those countries and in this country, these persons axe able to
make huge profits even after covering their tour expenses and paying duty
as per baggage rules. The Ministry of Finance have admitted that such cases
have come to their notice on certain routes, particularly Sri Lanka —India
and Maldives —India routes. It was, therefore, decided to reduce the general
free allowance from Rs. 1250 to Rs. 3oo for passengers arriving from Sri
Lanka and Maldives. From the figures furnished by the Ministry of Finance,
the Committee find that while the passenger traffic to Sri Lanka and Mal-
dives recorded a substantial increase to 56,671 during 1 March to 8 June,
1983 over the figures of 43,816 during the corresponding period in 1982,
it suddenly came to as low a level as 18,030 during the period 8 June 1983
to 3o September, 1983. The overall collection of duty per capita has also
decreased from 8 June 1983. The Committee are not convinced with the re-
plies of the Ministry that per capita increase in the duty realisation from
baggage (even when rates of duty were reduced), is not indicative of increase
in import of baggage with consequential adverse import on economy. The
figures relating to-Shrilanka and Maldives clearly disprove this. The Com-
mittee are clearly of the view that the extent of abuse of liberalisation is on
the increase. The Committee would like the department to collect relevant
data relating to baggage import continuously and to review it and act imme-
diately to prevent abuse of the liberalised baggage rules as and when the
situation so warrants. - '

»
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In the opinion of the Committee, the cxistence of carrier trade is made
possible by a lacuna in the Baggage Rules, according to which free duty
allowance is the sgme per trip irrespective of the fact whether an individunl
undertakes only one foreign trip in a year or a number of such trips. The
Committee recommend that in order to obviate the recurrence of misuses
of baggage facilities, the Ministry of Finance should examine the feasibility
of fixing a monetary ceiling beyond which a person should not be allowed to
bring duty-free foreign goods as baggage during a year, irrespective of the
number of his visits.

The Committee note that the Tourist Baggage Rules provide for import,
temporarily of personal effects of bon:fide tourists, free of duty, provided
they are re-exported when the tourists leave India. Articles of high value are
passed free of duty on obtaining an undertaking in writing from the tourist
that he will re-export them out of India, or pay duty leviable thereon on
failure to do so. Such articles are entered in a “Tourists Baggage Re-export
Form” (TBRE) a copy of which is given to the tourist, to be surrendered by
him at the port or airport of departure from India. The re-export forms col-
lected from the tourists r.t the port or airport of their departure from India
are sent after suitable encorscment to the.port or airport of issue of the TBRE
form for pairing. This ensures tiint such articles of high value have been rc-
exported and have not becn disposcd of by the tourist within the country
unauthorisedly.

The Committee are concerned to note that 50,533 TBRE forms issued

from Bombay Customs House between 1977 and 1580 valuing Rs. 19.93 crores
and involving duty of Rs. 28.18 crores could not be paired. Similarly, 12,247
forms issued from the Delhi Customs House between 1680 and 1982 valuing
Rs. 6.4 crores and involving R. 12.6 crores duty also remained unpaired.

oS
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The Committee regret to ‘point out that statistics of number of TBRE issued
and the unpaired TBRE forms relating to certain Customs Houses were not
farnished to the Committee on the plea that records were not available. This
is really strange as the number of TBRE forms being numbered, there is
no reason why the record of these forms should not have been available in

" the relevant Customs House. The Committee feel that the whole issue is not -

above suspicion.

What is particularly disturbing is that 60 per cent of the unpaired TBRE
forms issued in Bombay in 1980 pertained to import of gold jewellery valuing
more than Rs. 10,000 in each case, amounting in all to at least Rs. 8.8 crores
of jewellery imported in that year, without payment of duty. More distressingly
there had been no departmental follow-up of unmatche TBRE forms even!:
on a percentage basis. According the Ministry, the department looks into
if a complaint of misuse comes in and only then an investigation is carried
out. The Committee cannot but express their concern over this unsatisfac-
tory state of affairs. During evidence, the Secrctary, Department of Revenue
admitted that the Ministry had not specifically gone into the issue. It was also
admitted that departmental action had not been taken against even a single
employee so far for the loss of TBRE forms. The Committee cannot but con-
clude that the increasing use of TBRE procedure for importing jewellery,
coupled with the failure to implement the procedure, had given amtle scope
to smuggling through this method. The Committee are not convinced with
the argument cf the Ministry of Finance that this facility was being utilised
by Indians residing abroad to help them transfer their assets to India in the
form of jewellery. If so, Government should include a provision in the rules

to permit such mmports. The Committee recommend that the Ministry of

v
C)

Finance should investigate the reasors for high import of jewellery through: =

TBRE forms at Bombay and take steps to prevent abuse of this facility.
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The facts stated in the foregoing paragraphs clearly bring out inadequacy
in the system of assessment and collection of duty from passen gers’ baggage.
The present system does not provide for maintaining even bas icdata of bag-
gage/goods. The Ministry should evolve a system whereby primary data are
recorded without hampering clearance of passengers and causing harass-
ment to the travelling public. This is imperative in order to assess the impact
of the policy in regard to baggage goodson the economy in all its ramifications.
The Committee therefore recommend that the Ministry of Finan ce should
supplement the present system of assessment and collection of duty on bagg-
age goods including check exercised by the TBRE procedure by recording
and using relevant data as an additional measure of macro control. This
would in no way cause harassment in individual cases. While Government
should ensure that the baggage concessions are availed of by the genuine
travelling public the Committee are anxious that, there should be a system
of macro control so that unscrupulous elements are kept in check and the
abuse of the liberalised baggage facilities by them does not result in detri-

ment to the country’s economy.
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