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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf this 180th Report on 
Paragraph 2.08 of the Report of the C&AG of India for the year 
1980-81, Union Goverqment (Civil)-Revenue Receipts Vol. l-In~ 
direct T~xes relating to exemption of goods fa1Jing under Tariff Item 68. 

2. The Report of the C&AG of India for the year 1980-81, Union 
Government (Civil) Revenue Receipts Vol. I Indirect Taxes was laid 
en the Table of the House on the 31 March, 1982. The Public 
Accounts Committee examined the Audit Paragraph at their sitting 
held on 14 December, 1982. The Committee considered and finalised 
the Report at the sitting held on 13 February, 1984. The Minutes 
of the sitting of the Committee form Part II* of the Report. 

• 

3. In order to promote the growth of sma~l scale sector, one of 
the measures taken by Government is differential taxation represent-
ing a number of concessions/exemptions in excise duty on goods manu-
factured jn small scale sector. The, Committee have noted a major 
1acunae in the scheme. The moment a unit crosses even marginally 
the maximum clearance limit, it is required to pay excise duty not only 
on the goods in excess of the rnpximum limit but on their entire pro-
duction. This often leads to a situation where the excise duty paid 
may be more than the value of excess production. As a result, there 
is a propensity on the part of small scale manufacturers to keep their 
production below the prescribed limit which runs counter to the dec-
lalred policy of Government to increase production in the country. The 
Committee have accordingly recommended the introduction of a slab 
system where sma11 scale units should be subject to graded rates of 
dutv i.e .. upto a limit there\ should be no duty and beyond that limit, 
goods should be subject to graduated rates of duty, the next slab 
bearing a slightly h~gher rate of duty than the previous one. 

4. The Committee have &flso viewed with disapproval too many 
chan~es in duty rates by too frequent notifications. resu1ting in unneces-

•Not printt·d. One q·rlo~tykd rop~· ht id on tlu· T;; blr- Clf thr- Ho\l•r- and fivt-
('(!pit·s plac.-d in Parli; mrnt Library. 

(v) 



sary confusion. The Committee have urged that for the sake of 
simplification, the Central Board of Excise and Customs should review 
the whole position and if necessary, issue comprehensive and conso-
lidated notifications for differen~ categories of goods. The Committee 
have desiraj that in future also, as far as possible, too many change' 
in duty rates at too frequent intervals may be avoided. 

5. For facility of reference and convenience, the observations and 
recommendations of the Committee have been printed in thick type 
in the body of the Report and have also been reproduced in a conso-
1 ida ted form in the Appendix to the Report. 

6. The Committee place on record their appreciation of the com-
mendable work done by the Public Accounts Committee (1982-83) in 
taking evidence and obtaining information for the report. 

7. The Committee would like to express their thanks to the Minis-
try of Finance (Department of Revelnue) for the co-operation extended 
hy them in .giving information to the Committee. 

8. The Committee also place on record their appreciation of the 
assistance rendered ~o them in the matter by the Office of the C&AG 
of India. 

NEW DELHI,' 
Feb;uary 22. 1984 --------Phalguna 3, 1905 (SakaL 

. \ j 

SUNIL MAITRA. 
Chairman, 

Public Accounts Committee. 



REPORT 

EXEMPTION OF GOODS FALLING UNDER TARIFF ITEM 68 

Audit Paragraph 

1.1 Under a notification dated 18 June 1977 goods falling under 
tariff item 68 were exempt frolll. duty provided the total value of a1l 
excisable goods cleared by or on behalf of the manufacturer in the 
preceding financial year had not exceeded Rs. 30 lakhs and if the( 
total value of the capital investment made from time to time on plant 
and machinery installed in the industrial unit in wnlch the said goods 
were produced was not more than Rs. 10 laklis. Further the exemp-
tion applied only to the first clearances for home consumption upto a 
value not exceeding rupees thirty 1akhs during & financial year subse-
quent to 1977-78 and upto a value not exceeding Rs. 24 lakhs during 
the period 18 June, 1977 to 31 March, 197 8. By another notification 
issued on 1 March 1979, the aforesaid goods were tota11y exempt from 
duty upto Rs. 15 Jakhs and leviable to duty at 4 per cent ad valorem 
.em clear~ces after the first clearances of Rs. 15 lakhs during the year 
1979-80 subject to the con4itions notified earlier. 

1.2 In a collectorate. a unit manufacturing Heat-Exchangers. 
distillation columns' etc., falling under tariff item 68 declared the total 
value of all excisable goods cleared by it during the preceding finan-
cial year 1977-78 as Rs. 29.86 lakhs and availed of exemption from 
duty in respect of goods falling under tariff item 68 cleared durin~ 
1978-79 upto the value of Rs. 30 lakhs. However, while computing 
the value of clearances for the purpose of exemption the licensee did 
not take into account the supervision and erection charges recovered 
which .would form part of assessableJ value as per Board's clarification 
d~ed 9 September 1977. job charges dutiable under notification of 
30 April 1975 and the value of the scrap which is excisable. When 
these values were inc'luded, the total value of clearances of all excis-
able goods during 1977-78 worked out to Rs. 31.88 lakhs resulting 
in the assessee becoming ineligible for the exemption completely for 
the year 1978~79 and partially for the year 19'77-78. The non-le-vy 
of duty due to 1ncorrect application of the exemption notification 
amounted to R&. 2.50 lakhs (subsequently revised to Rs. 2.49 lakhs) 
for the yearq 1977-7R and 1978~79. 

J .3 On tl,is being pointed out the departn1l~nt accertt>d the objec-
tion (Febnll~rv 1981). 
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1.4 While admitting the objection, the Ministry of Finance have· 
stated (August 1981) that a show cause-cum demand notice for 
Rs. 2,49,263 has been issued and is under the process of adjudication. 

1.5 (b) An industrial unit manufacturing goods falling undl:!t 
tariff item 68 availed of eocemption as well as concessional rate of 
duty under the notification dated I March 1979 even though the sum 
total of capital invdstment made from time to time on plant and 
machinery was more than Rs. 10 lakhs. Thi~ resulted in under-
assessment of duty amounting to Rs. 1.64 lakhs for the period April· 
1979 to February 1980. 

1.6 On this being pointed out in audit (April 1980) the depart 
ment issued (July 1980 show cause notice to the manufacturer de-' 
manding duty of Rs. 2.30 lakhs for the period during which exern~ ... -
tion was a~1owdd. · 

1. 7 While admitting the audit objection, the Ministry of Fi'lumce 
have stated (July 1 981) that out of the demand of Rs. 2.30 bkbs 
the jurisdictional Assistant Collector had confirmtiJ the demand foJ· 
Rs .. 86,486 for the ~eriod 14 January 1980 to 18 June 1980 and the 
remaining demand for the period from 1 April, 1979 to 13 January 
1980 had become time barred. Subsequently thel Mi:nistry have stated 
(November 1981) that the assessee has filed a revision application 
before the Government which is pending decision. 

[Paragraph 2.08 of the Report of the Comptroller and Auditor General 
of India for the year 1980-81, Union Government (Civil) Reveu.ue 

Receipts, Volume-I, Indirect Taxes]. 

1.8 According to Audit, the facts of the case referred t() 111 '-Ul>· 
para (a) of Audit Paragraph 2.08 are as follows:-

"Mjs Dayaram Metal Works, Bi~limora manufacturing 'Heat 
Exchanger'\' 'Distillation Columns' etc. failing u~nder tariff 
item 68 claimed extlmption from duty under notifk~•tion 
176/77 dated 18-6-77 on the ground that the total value 
of all .excisable goods cleared during the year 1977 -78' w• 
Rs. 29.857 lakhs a·nd availed of exemption during 1 Q7>\~79 
upto thd value of Rs. 30 lakhs allowed under the notrfica-
tioo to small scale manufacturers with annual turll'~ 
not exceeding Rs. 30 lakhs (In respect of goods faHi:n1: 
under tariff item 68 so much of the duty leviable a:-> {.; iD' 
excess of duty leviable on value as per invoice is exempted 
provided the invoice value is not defective or wrong) .. 
However, thd value of supervision and erection charges of 
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goods recovered by the a~sessee (Rs. 76,000), conversion 
charges ( Rs. 40,500) and value of scrap (Rs. 85,579) 
were not included in the total value of manufacturer which 
was contrary to Board's instruction<; of 9 September, 1977. 
This resulted in loss of duty amounting to Rs. 2,49,263 
duing the years 1977-78 and 1978-79. The objection 
was accepted by the Collector in February, 1981 and by 
the Ministry of Finance in August, 1981 and show cause-
cum-demand notice was i<>sued on 16th December, 1981. 
It was withdrawn by the Assistant Collector of Central Ex-
cise Division III, Surat by his order dated 29 December, 
1981, because it was barred by limitation." 

1.9 The facts of the case referred to in sub-para (b) of the Audit 
Para~raph are as follows:--

"Mis Yidarbha Caramics (P) Ltd., Nagpur, manufacturing 
refractories and other goods falling under tariff item 68 
availed of exemption an clearances upto 15 lakh<; and con-
cessional rate of duty at 4 per cent during 1979-80 on 
clearances upto Rs. 30 1akhs etven though the va'ue ot 
capital investment on plant and machinery exceeded R "· 1 0 
lakh'> and the condition to this effect to qualify as small 
scale Industry was not fulfilled. Thi<; re<;ulted in under-
asse~~ment of duty amounting to Rs. 1.64 lakhs on clea-
rances from April, 1979 to February, 1980. 

On the mistake being pointed out in audit the Superintendent 
Central Exci~e. MOR III Nagpur issued show cause notice 
on 14 July, 1980 demanding duty amounting to Rs. 
2.30,000. The party filed an appeal with the Collector 
of Central Excise, Nagpur, who in his order dated 7 Octo-
ber. J 980 directed the Assistant Collector Nagpur. to 
determine the amount as pe;r law. As a result demand 
for Rs. 86,486 was confirmed on clearances for the 
period 14 January, 1980 to 18 June, 1980. The deman1 
for the earlier period from 1 April. 1979 to 13 January. 
1980 was barred by limitati~. The assessee filed an ap-
peal with the Board against the orders of the C(."'Hector but 
the same was rejected vide Board's order dated 13 March. 
1981. 

Revision application filed by the assessee before the Govern-
ment is pending decision." 
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1.1 0 The Committee desired to know the reasons for the mistakes 
not being detCJCted by excise officers before Audit pointed out the 
mistakes. In a witten reply the Ministry of I4nance (Department of 
Revenue) stated as follows:-

'"In so far as the Baroda Collectorate is concetmed, CCE, 
Baroda has reported t8.at the assessing officers interpreted 
the notification to mean that only the goods which are 
clear® from the factory are to be assessed and the value 
of supervision, erectian and commissioning, etc. which is 
incurred after the clearance of the goods is a post-manu-
facturing expense and is not required to be included in 
the value of the goods. They also excluded the value of · 
the bought-out component~ in assessmelnt as the bought-out 
compondnts were duty-paid and cleared from the factory, 
as such, without any manufacturing operation or without 
being attached with any manufactured goods for being its 
component part- In view of this, thf1 assessing ofiice 
wrongly calculated the value of clearance below Rs. 30 
lakhs a1d ali!owed the exemption. The assessee involCJVd 
is M/s Daya,ram Metal Works, Billimoria falling under 
Division ill Surat. 

As regards the Nagpur Collectorate, CCE Nagp11r has stated 
that the lo-w-er officers had granted the benefit of exemption 
taking the view that in arriving at the value of capital 
equipment for determining eligibility of duty concession 
benefit under Notification No. 89/79 dated 1-3-1979, the cost 

of dismantled equipment should be excluded. In this case 
the demolition of used kilns and their removal had taken 
place before the factory became a Central Excise Licen-
see in May, 1979. This interpretation of the lower officers 
was that the value of the demolished 101.ns need not be 
taken into account for computing the capital investment 
in plant and machinery. CCE, Nagpur has expressed the 
view that the action of the lower officers in granting the 
exemption provided by Notifi.cation can be taken as a bo-
nafide m=sinterpretation. The assessee involved is M/s. 
Vidarbha Ceramics (P) Ltd., Nagpur 18." 

1.11 The Comrdttee wanted to know the latest position of the 
two cases referred to in the Audit Paragraph. In a note submitted 
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•on 4-7-1983, the Ministry ot Finance (Department of Revenue) have 
informed as UB.der:-

"The Collector ot Central Excise Baroda has reported that 
Collector has passed order in revision in the case of Mjs. 
Dayaram Metal Works (P) Ltd. Billimoiia setting aside 
the order of the Assigtant Colletcor Central Excise Di-, ' 

vision III, Surat and confirming the demand of Rs. 
2,49,262.70. The said order has been issued on 10-6-1982." 

I. 12. As regards the case of M js. Vidharbba Ceramics Private 
Ltd., Nagpur, the Ministry have intimated in a note dated 27-6-1982 
that there has been no change in the position relating to this case. 

1.!3. The Committee enquired about the policy of Government in 
regard to fixatjon of limits of production of various excisable goods 
in the small scale. sector, beyond which exemption or concession in 
excise dutie-.:; would not be admissible. In reply. the Ministry of 
Finance (Department of Revenue) have stated in a note as follows:-

"There ar·~ a num~r o£ exemptions from excise duty appli-
cable to manufacturers of various excisable goods in the 
small scale sector. These exemptions are available- on 
clearances (not production) of excisable goods up to pres-
crihed value limits during a financial year. Clearances 
beyond such limits are not entitled to exemption from 
excise duties. These limits are prescribed with the object 
of providing a fiscal advantage to small-scale manufac-
·turers 'l:is-a-t,is large manufacturers. This is in pursuance 
of Government's policy of promoting broad-based enter-
preneurship." 

1.14 The Committee wanted to know the details of the various 
sch£'mes in vogue for grant of exemption/concession of excise duty 
applicable to the small scale sector during the last 5 years. In a 
note the Ministry of Finance (Deptt. of. Revenue) have furnished 
the following information:-

·'Specified goods 

Vtde notification No. 7lj78-CE, dated 1-3~1978, a general 
exemption scheme for small manufacturers of 69 speci-
fied commodities was introduct>d.. This replaced the ear-
lier exemptions applicable to individual commodities. 
Under this notification, exemption was granted to the 
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first clearances of specified goods upto the value of Rs. !> 
lakhs .1n a financial year· provided the total clearances of 
the said goods during the preceding financial year did not 

exceed Rs. 15 lakhs. The single eligibility criterion i.e. 
value of clearances thus replaced the earlier diverse cri-
teria like value of clearances, value of investment in 
plant and machinery, number of workers employed etc. 
This was done in pursuance of the rec..:>mmendations 
made by the Indirect Taxation Enquiry Committee (Jha 
Committee) .• 

This notification was amended by notification No. 91/78-CE, 
dated 31-3-1978. An important change made vrde this 
amendment was to introduce a conllition of eligibility in 
respect of new manufacturers or those manufacturers 
who had produced specified goods on or after first day of 
Augusi: in the previous year. Exemption in the case of 
such manufacturers was made subject to their giving an 
undertaking that their value of clearances of specified 
goods d·1ring the year was not likely to exceed Rs. 15 
lakhs and that the clearances in fact did not exceed Rs. 
15 lakhs. This condition was introduced with a view to 
debar larger manufacturers from availing themselves of 
this exemption, though they may have had clearances 
below Rs. 15 lakhs during the preceding financial year, 
having started production on or after 1st August in that 
year. 

Another important change in this scheme was introduced by 
notification No. 141/79-CE, dated 30-3-1979 when a:1other 

eligibility condition was introduced i.e. the value of all 
excisable goods cleared during the · preceding financial 
year :::hould not have exceeded Rs. 20 lakhs. This was in 
addition to the earlier condition that the clearances of 
specified goods should not have exceeded Rs. 15 bk}?s in 
the preceding financial year. This condition was introduced 
to debar larger manufacturers from availing themselves 
of the benefit of this exemption, since it was observed 
that ~orne larger manufacturers having a large turnover 
were otherwise eligible for this exemption, since the 
value of clearances of specified goods by them did not 
exceed Rs. 15 lakhs in the preceding year. 

The exemption available under this scheme was liberalised 
V1de notification No. 80/80-CE, dated· 19-6-1980 when in 
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addition to the full exemption from duty on first clearan-
ces upto Rs. 5 lakhs, 25 per cent concession in duty on 
the further clearances worth Rs. 10 lakhs was granted. 
This wa& done with a view to improve the competitive 

position of small scale manufacturers vis-a-vis the larger 
manufacturers in pursuance of the Government's policy 
of widening entrepreneurial base of the economy. 

~ide n.otification No. 123)80-CE, dated 1~-7-1980, it was pro-
vided that f&r computing the value of clearances for the 
purpose of this exemption scheme, the value, of specified 
goods cleared for use as inputs within the factory of pro-
duction for the manufacture of other specified goods 
fallin·g under the same tariff item would not be taken in to 
consideration. This change was made with a view to re-
moving the disability suffered by integrated manufactu-
rers since, in their case, the value of clearance was being 
inflated by computing the value of clearances of inputs 
nse'd captively as also the value of clearances of the 
finished products. 

This exemption scheme was further liberalised ?Jide 
notification No. 60/81-CE, dated 1-3-1981, when the full 
exemption available under this scheme was made appli-
cable to clearances upto Rs. 7.5 lakhs, as against the ear-
lier limit of Rs. 5 lakhs. This liberalisation was done with 
a vie·w to promoting the growth of small scale industry 
in pursuance of the government's policy of broad-ba~ing 
entrepreneurship. 

Vide notification No. 73/81-CE, dated 25-3-1981, it was pro-
vided that the value of clearances effected by a manufac-
turer on behalf of others for whom he is acting as loan 
licencee, should also be computed for determining the 
value of clearances for the purpose of this exemption. 
This amendment was made with a view to debarring 
larger manufacturers from taking advantage of this 
exemption by making clearances in the name of benami 
manufacturers." 

1.15 The Ministry of Finance (Department of Revenue) have 
further started:-
"Tariff Item 68 poods 

Small scale manufacturers of T. I. 68 goods were granted 
exemption on their first clearances of such goods upto 
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Rs. 30 lakhs in a year vide notification No. 176J177-CE, 
dated 18-6-1977, This was su};>ject to the conditions that 
value cf investment in plant and machipery in the fac-
tory ot production did not exceed Rs. 10 18'khs and the 
value of clearances of all excisable goods during the pre-
ceding financial year did not exceed Rs. 30 lakhs. 

Vide notification No. 246/77-CE, dated 15-7-1977, it was 
provided that value of. goods cleared for use in 
the factory of production shall not be taken into 
account for the purpose of determining the value 
of clearances under this s~heme. This change was 
jntroduced to remove the disability suffered by integrat-
ed manufacturers, since otherwise _even their clearances 
of inputs being taken into account along with the clearan-
ces of finished goods. 

This scheme was amended vide notification No. 89J79-CE 
dated 1-3-1979. For the purpose of determining the ,·alue 
of clearances entitling a manufacturer to the benefit of 
the concession, it was provided that the value of clearan-
ces of goods other than T. I. 68 goods shall not be taken 
into account. It was also provided that the value of goods 
cleared for export shall not be taken into account, with 

a view to encouraging. the export effort made by 
small scale sector. As a consequence of this libera-
lisation, as also keeping in view the enhanced 
rate of duty (the duty rate was raised from 5 per cent to 
8 per cent ad valoTem), the full exemption limit was cur-
tailed from Rs. 30 lakhs to !Its. 15 lakhs the clearances 
between Rs. 15 lakhs to Rs. 30 lakhs were to pay duty at 

the concessional rate of 4 per cent ad valorem. 

Vide Notification No. 4/80-CE. dated 1-2-1980, it was- provided 
that the value of goods cleared under full exemption and 
th~ partial exemption from any factory in a year shall 
not. exceed Rs. 15 lakhs and Rs. 30 lakhs respectively, i1il 
cases where the factory is run by· different manufacturer~ 
at different times in a financial year. This change was 
effected with a view to debarring manufacturers from 
taking unintended benefit under this scheme by leasing 
out the factory in different manufacturer's names--each 
manufacturer availing himself of the exemption separately. 

This exemption was 1iberalised vide notification No. 105J80-
CE, dated 19 .. 6-1980,- when full exemption from excise 
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quty on clearances upto Rs. 30 lakhs was restored. This 
was done with a view to improving the competitive posi-
tion of ·the 'Small scale sector vis-4-vis the large manu-
facturers in pursuance of the Government's policy of 
widening the entrepreneurial base of the economy. 

The limit on investment in plant and machinery for the pur-
pose· of this exemption was raised to Rs. 20 lakhs, as 
against the earlier Rs. 10 lakhs, vide notification NQ.· 
48j81-CE, dated 1-3-1981. This change was made in par-
suance of the change in Government's industi1.al policy 
regarding the investment criterion for small scale sec-
tor. 

Vide notification No. 72/81-CE, dated 25-3-1981, it was provid-
ed that the value of clearances effected by a manufac-
turer on behalf of others, for whom lie is acting as loan 
licensee should also be computed for determining the 
value of clearances for the purpose of this exemption. 
This amendment was made with a view to debarring lar-
ger manufacturers from taking advantage of this exemp-
tion for making clearances in the name of benami manu-
facturers. 

Non-specified goods 

15 per cent concession in the effective rate of duty for tape 
recorders (T.I. 37 AA) was ·granted to small scale manu-
facturers on their first clearances of such goods upto 
the value of Rs. 25 lakhs in a year, vide notification 
No. 160/77-CE, dated 18-6-1977. This was subject to the 
criteria that the investment made in plant and machinery 
in the factory of production should not exceed Rs. 10 
lakhs and that the value of clearances of such goods in 
the preceding financial year should not have exceeded. 
Rs. 50 lakhs. 

An important change was made in this scheme vide notifica-
tion No. 69f81-CE, dated 25-3-1981, when the bivestment 
limit was raised to Rs. 20 lakhs for the purpose of 
claiming the exemption. This change was made in pur-
suance of the chanie in the industrial policy of the Gov-
ernment with regard to the investment criteria for the 
small scale sector. It was also provided that the value of 
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~learances effected by a manufacturer on behalf of other 
for whom he is acting as loan licensee, should also be 
computed for detennining the value of clearances for 
the purpose of this exemption. This amendment was 
made with a view to debarring larger manufacturers 
from taking advantage of this exemption by making 
clearances in the name of benami manufacturers. 

Vide Notification No. 96/81-CE, dated 28-2-82, a new eligibi-
lity condition was introduced i.e. the value of clearances 
of all excisable goods in the preceding financial year 
should not have exceeded Rs. 2 crores. This condition 
was jntroduced with a view to debarring larger manu-

facturers from availing themelves of the benefit of this 
exemption, since it was observed that otherwise' manu-
facturers having a large turnover were able to have this 
benefit, the value of clearances of such goods by them 
being within Rs. 50 lakhs. 

Similar changes as discussed above were introduced in the 
exemp~ion schemes applicable to the small scale sector 
in respect of record players (T .I. 37 A), musical system 
(T.I. 33F) and wireless receiving sets (T.I. 33A) ." 

1.16 The Committee wanted to know the details of the changes 
made in the last five years in the schemes for duty concession'S affec ... 
ting small scale sector in relation to T.I. 68 goods, specified goods 
and non-specified goods. In reply, the Ministry of Finance have 
sf.:lted in a note:-

"A number of changes have been made during the last 5 
years in the scheme of excise duty concessions applicable 
to small scale sector in respect of T.I. 68 goods. specified 
goods and non-specified goods. A list of notifications is 
given below:-

1. List of notificatiMU relating to specifaed good.r 

Sl 
No. 

Notification No. 

2. 88/78-CE 

3· 91 /78-· CE 

<4-· 99{79-CI-: 

5· 100/7g-CE 

6. 123/79-.CE 
---- ·--------------------

Dated 

1·3·197R 

~i0•3•1978 

31-3-197B 

1·3·1979 

16-3-1979 



SL 
No. 

11 
------·-·--------

Notification No. 
----···-- ·-·-------

Dated 

7. 1 :w/79·-·CE 22-3-1979 

~:. I 4 I /7g-CE 30·3-1979 

9· L1fJ/79- -CE 29-3-1979 

w. ·.!37/79 -CE 30·7-1979 

11. 8offio -CE 

12. r~:!/8o---CE 

q. tic!jfl I Cl: 

':)• n/R, .(!J.: 

. ,;_ wfiill2 -CL 

) 7· J07 jfl::! CL 

,a. 147/8::! -CE 

Jl. /.i,f of rw:ifiwtiolls rdati11.~ fa T.f. f\H good.1 

J. I 76/77 CI: 

• .1.46/77 CF 

~- Bg/;q· CE 

rg-6-1g8o 

IB·7·Jg8o 

1·3-198 r 

25·3-198r 

28-2-1982 

I lJ-6-1977 

rs-7-1977 

1·3-79 

30-3•1979 

17-7-1979 

1•3·1!)81 

25•3•1g8I 

w. 127/S1--CE 8-6-1g8r 

}! !. 1 _, ,,1 '!/ 11olijicati·,ns relati11g io tapr-m:ordas de. T.l. 37 AA) 

1. 1Gn/77· · CF 18-G-1977 

' 

)" 

' ... 
:.)• 

!i. 

'· 

::! :)/7(1--C L 

107/tlu .. CL 

6!.2/!~ I CE 

0!1/(! I - CE 
B:{/B I - CE 

!li/[\·2 (''" .1'• 

1-3-1979 

rg-6-tgSo 

25-:3- I gfl! 

-··- .... - ·- -- -·-- -·- - -----~·~· ---------· ... ----- -
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1.17 The Committee desired to know the purpose of three-fold 
distinction among specified, non-specified and T.I. 68 goods for the 
purpose of grant of exemption/concession in excise duty. In reply, 
the Ministry of Finance (Department of Revenue) in a note stated 
CIS under: 

"The exemption in the case of small manufacturers of 70 spe-
cified c-ommodity groups is limited to clearances upto the 
value of Rs. 15 lakhs in a financial year. The limit of 
Its. 15 lakhs has been prescribed beca.use it was consider-
ed that a manufacturer having turnover within this. 
limit could be taken to be a small scale manufacturers. 
This ·group comprj.ses a wide range of disparate commo-
dities and, in the interest of uniformity as well as simpli-
city of administration, a unifonn out-off point of Rs. 15 
lakhs was prescribed. 

In the case of goods falling under Item No. 68 the limit on 
clearances for exemption proposes is Rs. 30 lakhs. This 
limit was prescribed keeping in view the ge1)_eral nature 
of the levy as also the comparatively low rate of duty 
for this i tern. 

Jn the case of other goods the limit on clearances by a small-
sc~Je manufacturer for the purposes of excise duty 
exemption varies from commodity to commodity. Diffe-
rent limits have been fixed taking into account the pecu-
liar nature of each commodity. In the case of some elec-
tronic goods [tape recorders etc. (T.I. 37 AA) and "record 
players etc. (T.I. 37A)] the cut-off point for eligibility for 
duty concession is Rs. 50 lakhs in the preceding financial 
year. and the quantum of clearances eligible for conces-
sional rate of duty is Rs. 25 lakhs in a financial year. In 
the case of radio [including. transistor sets (T.I. 33A) 
and musical system (T.I. 33F) ], the corresponding limits are 
Rs. 1 crore and Rs. 50 lakhs. These higher limits have 
been fixed with a view to encouraging the indigenous 
produdion of these items. It may, however, be mentioned 
that in these cases, unlike in the case of the general 
exemption scheme for specified goods and the scheme for 
T.I. 68 goods, there is no complete exemption from duty: 
only a duty reduction of 15 per cent ad valorem has been 
provided for as a measures of tariff incentive to small-
scale manufacturers t~i8-a-?,is those in the organised sec-
tor.'' 



13 

1.18 The Committee wanted to know whether any study had 
been carried out regarding the price differentials in: respect of 
goods where duty concessions are granted to small scale manufac-
turers with a view to ascertain whether the dnty concession as had 
been passed on to the consumer. In a written note, the :Ministry of 
Finance (Department of Revenue) stated as under: 

"There is no provision in the Central Excise law to compel 
small-scale manufacturers, who avail themselves of ex-
cise duty concession, to pass on the benefit of the duty 
concessjon to the consumer. No studies have been carried 
out, regarding the price differentials, if any, in respect of 
goods where duty concessions have been granted to small-
scale manufacturers. It may, however, be stated that the 
objective of providing tariff assistan~ to small-scale 
manufacturers is partly to off-set their cost dis-
advantage owing to lack of economies of scale and 
partly to enable, them to price their products at prices 
lower than those of the organised sector units. The fact 
that the small scale sector has generally registered 
growth over the years would tend to show that ~ese ob-
Jectives have been by and large achieved.'' 

1.19 The Committee desi.red to know the rationale for limiting 
the concession to small scale units whose production in the previolls 
fmancial year did not exceed a certain figure. In a written note the 
Ministry of Finance (Department of Revenue) have stated as un-
der· 

''The exemptions to small-scale sector are subject to the cri-
terion, inter alia, of clearancns (not production) of' excis-
e: hie goods not having exceeded a certain 1igure in the 
preceding financial year. This condition is imposed so 
ns to restrict the scope of the exemption to the genuine 
small-scale manufacturers, and to keep out the larger 
manufacturers from its purview. It may be added that 
th:s criterion is based on the recommendation made by 
the Indirect Taxation Enquiry Committee (popularly 
!,nov:n <ls Jha Committee). In a number of earlier exemp·· 

tion schemes for small manufacturers of various ~xcisabL~ 
goods, exemption from duty in a financial year was pro-
vided if the cl.enrances of such goods did not exceed sped-
fled limits in that ~rear. The Committee observed that 
1 his came in the way of higher production because lhC' 
momr:>nt the clearances exceeded the specified limits, the 
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conceS&ions were withdrawn :rwt only in respect of future 
production, but in most cases, also in respect of what 
might have been produced earlier in the same financial 
year. The Committee further observed that this not only 
caused hardship to genuine producers but also~ encourag-
ed the tendency to suppress production and to have re-
course to fragmentation in order to avail of the be_nefits. 
The Committee, therefore, recommended inter-alia that 
such exemptions should be linked to previous year's per-
formance.'' 

1.20 Tb,, Committee desired to :Know how the excise officers 
('xercL~cd control over compliance with the conditions which entitl-
ed manufacturer to exemption from taking out excise licence. In a 
written note, the Ministry of Finance (Department of Revenue) 
stated as under: 

1. "Compliances with conditions attached to exemptions from 
takini •. out excise licence are watched by the Central Ex-
cise oJicers in the following manner: 

(1) Under Notification Nos. lllj78 dated 9-5-19're and 
2/81-CE, dated 17-1-1981, manufacturers were exempt-
ed from licensing control in respect of the following 
claBses of the goods, so long as they remain exempt 
from the whole of the duty of excise leviable thereon in 
terms of notification or notifications issued from time 
to time under rule 8 of the Central Excise Rules, 1944, 
namely: 

(a) All goods that are exempt from the w9o1e of the duty 
of excise leviable thereon unconditionally; 

(b) All goods where exemption from the whole of the 
duty of excise leviable thereon is granted-

(i) based on the value of the goods; or 

(ii) depending on the process of manufacture of the 
goods; or 

(iii} on the ground that proper duty of excise has been 
paid in respect of such of the raw materials as have 
been used in the man'Ufactu!'c of such good~; or 

(iv) ba<;ed on the value .of clearances made in a finan-
cial year. 
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(2) In respect of units enjoying exemption based on the 

value of clearances made in a financial year, this bene-
fit 'vould be available provided the aggregate value of 
the said goods cleared by them or on their behalf from 
one or more factories, either for export or for home 
consumption does not exceed 80 per cent of the exemp-
tion limit specified in the relevant exemption notifica-
tion issued tinder rule 8o of the Central Excist.: R11les, 
1944. 

(3) A manufacturer claiming exemption for the first time 
under these notifications has to make a declaration 
while. claiming the exemption for the fir~t time and 
thereafter, before the 15th April in each financial year. 
The declaration contains information which enables 
an officer to see whether the manufacturer /factory i~ 
still . entitled to exemption from licensing control. · 

( 4) An exempted manufacturer is also required to intimate 
any change in the information in the declaration as 
well as to apply for central excise licence if he becomes 
disentitled to the exemption from licensing control. 

(5) The exempted units are to be registered with the 'Cen-
tral Registery' at the Collectorate Hqs. The 'Central Re-
gistery' tabulates necessary infonnation received from 
the Ranges and Divisions relating to these units in the 
form of 'cardex" and also allots a Central Code No. to 
each unit. The work is undertaken by the Central Pre-
ventive Branch of each Collectorate which functions as 
the key control centre of activity for all these exemp-
ted units. 

f6) Such of those marginal exempted units which are near..: 
ing the critical limit are visited by deparbnental offi- · 
cers to see that they have taken Central Excise licence 
anri are complying with other central P-xcise formali-
ties. 

(7) Exempted units are required to clear goods on serially 
numbered delivery challansfbills/invoices or other re-
levant documents which should bear the code No. al-
loted to the unit. They are also required to maintain 
simple account of production and cle<lrance of the 
good~. 
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2. Compliance with various requirements and formalities is 
checkPC! by su.rprise visit to the units and also by survey 
operations by the anti-evasion staff of the collectorates 
as well as by the Directorate of Anti-Evasion, Headquar-
ters and regional units.'' 

1.21 The Committee desired to know the type of returns re-
quired to be submitted by such exempt licences to excise officers. 
In a writte.n note, the Ministry of Finance (Department of Re-
venue) have stated as under: 

"Exempted units are not required to submit any return to 
the Department, except the declara~ion to be submitted 
by the 15th of April each year, indicating the location of 
their premises, the excisable goods produced by them 
during the preceding financial year and the goods esti-
mated to be cleared in the current financial year and 
other relevant particulars." 

1.22 The Committee wanted to know whether the excise conrtol 
will be affected adversely if limits prescribed on clearances for 
purposes of concessional duty were removed. In a written note, 
the Ministry of Finance (Department of Revenue) have stated as 
under: 

"No limit on production of goods by these units is imposed 
by the Government. The duty exemption is related to 
clearances of goods from these units. If duty exemption 
is not based on the VC~lue of clearances, the excise con-
trol ~Nill depend on the form of duty exemption. It is, 
iherefore, difficult to say at this s~a~e whether excise 
control will be adversely affected if duty exemption is 
not based on limits of production (clearance).'' 

1.23 The Committee wanted to know whether the department 
collected statistics in respect of small scale units which have 
limited production to the level beyond which exemption or con-
cessional duty is not admissible. The Ministry of Finance (Depa~ 
ment of Revenue) have informed as under in a written note: 

"No statistics regarding the number of units which have 
limited their production to the level beyond which exem-
tion from excise dntv or concessional duty is not ad~ls

sible, have been collected. It may, however, be statea 
that a general survey. carried out prior to the 1982 
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Budget revealed that· of the total 18442 units' falltng 
within the cut-off point of Rs. 15 lakhs in respect of 70 
odd specified group of commodities as many a~ 92.6 per 
cent were having a turnover below Rs. 6 lakhs. This 
would indicate that within the cut-off point there is 
ample scope for the small manufacturers to grow even 
while continuin·g to enjoy the benefits of the duty con-
cessions scheme." 

1.24 As to th~? reasons which prevented the collection of such 
statisties, the Ministry of Finance (Department of Revenue) have 
stated in a written note: 

"It is not possible to collect such information because it can-
not be ascertained as to why the production of a manu-
facturer has not gone above a particular limit. The 
factor which may limit his prod•J.ction are numerous and 
would include: 

(i) his efficiency, 
(ii) his financial resources, 
(iii) the machinery employed, 
(iv) labour position, 
(v) .marketing facilities, 
(vi) power position, etc." 

1.25 The Committee pointed out that the exemption limit in res-
pect of T.l. 68 items was 30 lakhs and if it was exceeded even 
marginally, the manufacturer would have to pay duty on the 
entire produc~ion in a year as also in the next year. They wanted 
to know 'vhett1er a slab system upto Rs. 50 or 75 lakhs would not 
be beneficial to the department as also to the producers. In reply, 
the Member (Excise) stated in evidence: 

"So long as you have a limit. there has to be a cut of point. 
Unless vou have the income-tax pattern, this problem is 
bound to be there." 

1.26 The f"hnirman, Central Board of Excise and Customs sup-
plemented as follows: 

"If I mnv attemot to answer this auestion. the slab system 
would appear to be more equitable o-rt'w;~otl we have 
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the situation of the kind that we have on the income tax. 
side. Here we are calling certain industries Small Scale . ' Industries whose general production is not more than 
7.5 lakhs. In the case of item 68t we have gone upto Rs. 30 
lakhs. Now the burden is sought to be equalised by the 
slab ·system. Even now the duty rates are 20 to 30 per 
cent, the average upto Rs. 7.5 lakhs it is exempt. Beyond 
that, you pay only 75 per cent of the tax upto Rs. 15 
lakhs. Beyond that you have to pay full. Now the relief 
that he gets is almost the same as the relief that a 
Small Scale Sector man operating under item 68 gets at 
Rs. 30 lakhs limits. The other point is whether we should 
give basic exemption to everybody regardleSs of whether 
he is small or big and thereafter adopt a certain graduat-
ed scale ..... According to the Committees thinking thet·e 
should be a certain group of people who should not get 
even th€ basic exemption because they are covered 
under MRTP Act. But we have to put some limit some-
where and in ow:n wisdom we have put the limit oi 
Rs. 30 lakhs.'' 

1.27 In a subsequent written note submitted in April, 19'83 the 
Ministry of Finance (Department of Revenue) have stated as 
follows: 

"Having regard to the trend of thinking of the Committee 
during the oral evidence the Government has further 
liberalised the scheme in the following respects: 

(i) For 'specified goods' greater elbow room has been 
provided for growth of small producers. From the 
existing ceilings of Rs. 15 lakhs anJ 20 lakhs, one en-
larged ceiling has been provided at Rs. 25 lakhs. There-
fore, now the producers would be eligible for full 
exemption upto Rs. 5 lakhs clearance in a financial 
year and for the remaining Rs. 20 lakhs they would 
be eligible for 25 per cent concession in excise duty. 
A part from this, the scheme has also been liberalised 
in- computing the ceiling of Rs. 25 lakhs. Previously, 
\<aluP of completely exempted goods was to be taken 

into account to compute the ceiling of Rs ·. 20 lakhs . 
. New value of such goods would not be taken into 
account in calculating the ceiling of Rs. 25 lakhs. 
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( ii) In respect ot the scheme for goods falling under item 
68, previously there was no elbow room for growth of 
small producers. Both the eligibility limit and exemp-
tion limit coincided at Rs. 30 lakhs. This lacuna has 
now been removed by providing a greater elbow room 
to small producers. The eligibility criterion has been 
increased from Rs. 30 lakhs to Rs. 40 lakhs while 
maintaining the exemption limit at the earlier limit 
of Rs. 30 lakhs." 

1.28 At the instance of the Committee, the Ministry of Finance 
(Department of Revenue) furnished the following information: 

·(i) Collectorate-wise and year-wise figures for the years 
1975-76 to 1981-82 in respect of value of excisable goods 
cleared and the duty collected separately for specified 
goods, T.I. 68 goods and unspecified goods; and 

(ii) the share of the small scale manufactures in respeet of 
data in (i). 

1.29 The Committee pointed out that according to the ab~ve 

information furnished by the Ministry of Finance (Department of 
Revenue) , the shar.e of duty paid by the small scale sector was 
much higher (67.88 per cent) than their share of the total value of 
production (52 per cent) and enquired if the position was correct. 
In reply, the Member (Excise) stated: 

"This information is partly incomplete because of communi-
cation gap. There is inacuracy. I am not in a position to 

answer or reconcile what the Member has very rightly 
observed.', 

1.30 Enquired why the figures supplied were inaccurate, the 
Finance Secretary replied~ 

"If the Committee permits us, I must be frank to say that we 
will correct all the collectorate figures for the unspecified 
goods and for specified goods. . ... We go back to the 
Collectorate and ~et explanation. That we will clo. ''re 
will have to do it any\\ray." 
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1.31 In reply to another quesuon, the Finance Secre<tary stated: 

'"'If you permit me we will collect and supply figures from a cou-
ple of Collectorates where the smaH scale muusutes are large and 
where they are active vis-a-vis the organised sector. This we will be 
able to do mucl;t more quickly rather than gomg to all the Collecto-
rates." 

1.32 ·subsequently, the Ministry of Finance (Department of Re-
venue) have furnished infonnation in respect of some Collectorates, 
i.e., under item No. 68. The information has been furnished for the 
years 1977-78 to 1981-82 and in respect of small scale units produc-
ing specified goods covered under notification Nos. 71178 ano 80j80 
for the period 1978-79 to 1981-82 in respect of Barod4, Cochin and 
Meerut Collectorates. An analysis of above data as made by the 
Ministry is at Appendix I. 

1.33 A reading of Appendix II to IV would indicate that (i) less 
than 1.5 per cent of the small scale manufacturers increased their clear-
ances to above the duty free exemption limit so as. to go to the level 
of 75 per cent duty payment in the three years, 1978-79 to 1980-81 
jn three collectorates. Further. less than 0.4 per cent of the small scale 
manufacturers increased their production to go to the I eve] of 1 00 per 
cent duty payment. Even out of around one per cent of the small scale 
manufacturers whose production was jtL~t below the exemption limit, 
less than 33 per cent increased their production to go above the duty 
free limit and hardly any manufacturer increased his production to go 
to the full duty liability leveL 

(ii) ln three collectorates during the same three years the num-
ber of manufacturers who were cligibl~ for exemption from excise 
licence control and who incre1-:f"d their production to the level that 
they would become subject to licencing control was less than 1. 7 per 
cent of the number of small scale manufacturers producing specified. 
goods who were not required to take excise 1icence. 

(iii) The number of small scale manuf;1cturen; of T.T. 6R ~oods 

who increased their cle:1rances to levels ahove tllt" exemntion limit in 
three con~ctorates rfur;no th" fn111· vp~rs 1 Q77-78 to 1980-81 was 
less than 3 per cent. Even out of around two ner cent of sm::tll sc~le 
manufacturers of T.T. ,;R p()rHis whm:f' nr()rf11etion w~s iust below the 
exemption limit. less th:::~n 66 nPr c"':nt 1ncre~sPr1 their .nroduction to 
a.bove the exemption limit ~o as to come into the dutiable range. 

(iv} In tl,e three coll~tor~t~s rlurintr the !!lame four vears less 
than 3 per cent of the smalJ scale munufacturers who were e1igible 
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for exemption from excise licence control, increased their production 
to such a level tb.at they would become subject to excise licence_ 
~ontrol. :1 

1.34 The committee wanted to know the total number of indus-
trial units in the small scale sector-registered and unregistered-and 
the figures of their production and export. In reply, the Develop-
ment Commissioner, Small Scale Industries stated in evidence: 

"In 1977-78. the registered units were about 3 lakhs and 
unregistered were 3,74,000. The total is 6,70,000. Pro-
duction of these units was of Rs. 14,300 crores and the 
export figures was of Rs. 854 crores. ·In 1981-82, the 
number of registered units was 5.22 lakhs and Wlregis-
tered were 4.39 lakhs making a total of 9.61 lakhs. 
Production was of Rs. 32.600 crores and e~ports 
Rs. 1686 crores .... We do have a sample survey and 
the indication we are getting is t:1at the units have· to 
cross this limit with a determined effort or keep away. 
o1herwisc they would certainly attract a huge amount of 
duty." 

1.35. As to the basis of the above observation, the witness replied: 

"I am in touch with various units and· various associations 
have represneted if we coulq have duty levied on incre-
mental basis it would help in smooth growth of the 
industry.'' 

1.36. The Committee desired to know if any annual bulletin is 
issued to bring out the problems faced by the s;,all sector units, the 
number of such units being closed down and the number of them·not 
functioning. The witness stated during evidence: 

"Whatever statistical data is available, that is published every , 
year. We have published this year also .... · The figures 
I gave are for the units which are in the live register. 
Every year. the DirectOr of Industries of each State Gov-
ernment keeps on making constant effort to review what-
ever that ceased to exist and bring all records of units 
that exist. We have the net figures every year.'' 

1.37. When asked about mortality rate of the units in the small 
scale sector, Member (Excise) in the Central Board of Excise & Cus-
toms stated: 

"I do not have the data in this regard." 
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1.38. The Committee wanted to know the advantages of registra-
tion as well as non-registration. In repJy, the witness stated m evi-
dence: 

"There are many reasons for the non-registration. Probably 
they are facing difficulties in getting their units register-
ed,-·but whenever the unit does get Registered it is entitled 
to have some facilities of getting concessions, duty exemp-
tions, etc." 

1 .39. Asked as to why the units remained unregistered when they 
were entitled to such facilities, the witness replied: 

"Registration is done by the State Director of industries. There 
are many areas where the units had violated certain 
norms say regarding land use. ~fhey were not being 
given registration because of these reasons. Somt.::limcs, the 
unitsmay find that they are situated far-away from the re-
gistration ~int. For these reasons, they are not coming 
forward for registration. Earlier more than 50 per cent PY 
the units were unregistered. Now the trend is gradually 
revers1ng. But still there are problems in registration. 
Many State Directors of Industries are not in a position 
to give registration either on account of land-use not 
being correct or various approvals are pending. 

1.40. Enquired if it was not desirable that the units should get 
registered to enable them to enjoy more facilities, the witness deposed: 

"Our idea is that all the units should get registered. If noth-
ing else, it should give a better data base and better 
service could be given to these units so that whatever 
facilities are made available, we can get a better account 
of what is going oa and where. We have been taking 
steps to simplify the registration procedures and thereby 
bringing more and more units in the registered category." 

1.41 . The Committee desired to now whether the registration 
was a difticult process and it took years to get the registration done . 
ln reply, the witness stated: 

"The process of registratioa spreads over two stages. The 
first stage is called provisionaJ registration. It enables 
the party to get subsequent approval like power, land. 
water, etc. The direction is that it should be given forth-
with, within 7 days of the application made. Thereafter 
1he unH has to eompJ.ete the fonnalities and take action 
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for installation of machinery etc. and they apply to per-
manent registration. BefQre granting permanent registra-
tion, tp.is unit is inspected to see tnat the facilities are ready 
for production and then they are given permanent registra-
tion .... We have asked all the States to see that 
permanent registration is also given promptly. These 
decisions have been taken by the Small Scale Industries 
Board and their advice has ~n given to Government. 
We have asked all the States to take necessary action." 

I .42. The Committee desired to be furnished with details of indus-
trial units which were showing constant figures of production below 
Rs. 7.5 Jakhs for the last 3 to 5 years and the number of years for 
which their production had been constant. In reply, the Ministry of 
l nd us try ( Office of the Development Commissioner. Small Scale 
.Indust_ries) have stated in a note: 

"Unit-wise _data Oi production is not available fo"r small scale 
sector after 197~-74 when census of small scale indus-
trial units was carried out. Hence. information on total 
number of units showing production below Rs. 7.5 lakhs 
consistently for the last 3 te 5 years is not available." 

1.43. Similar reply was furnished by the Ministry of Industry in 
regard to information asked for by the Committee relating to the total 
number of small units in each State in the last five years which have 
been producinglclcaring in all goods valuing less than Rs. 5 lakhs. 
Rs. 7.5 Jakhs. Rs_. 15 lakhs and Rs. 30 lakhs. 

J .44. The Committee desired to be furnished with the number of 
"mall scale units closed down in each of the States in each of the 
p<tst four years. ln reply. the Office of the Development Commis-
qoner. Small Scale Industries have stated in a note as follows: 

''It is the duty of the State Registering Authority to conduct 
periodical inspections. review the working of the unit 
and keep on their registers only live and fnnctioning 
units. Information in respect of closed units is hence not 
availahlc \Vith this eftice.'' 

1.45. The Committee ~1skcd for the number of persons employed 
m small scale units 1n each of the States in each of the last 5 years. 
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In reply, the office of the Development. Commissioner, Small Scale 
Industries have fun1ished the following note: 

''The estimated number of persons employed in the small 
scale units both register9d and unregistered. is given below 
for ~ years 1977-1981: 

Year 
-- ···--·-----------··-- ....... ··-. --

1977 
1978 
1979 
1980 
1981 

----· ·--- --·-·---- --·------
Estimated Employment ( Lakhs) 

54.00 
63.80 
67.00 
71.00 
75.00 

The Statcwise break-up of employment data is not avail-
able." 

1.46. In a note on Small Scale Sector in Excise furnished in April. 
1983. the Central Board of Excise and Customs have stated. inter alia. 
as follows: 

"It would be observed from all the thre~ ~tatcments that there 
has been a substantial growth in the number of small 
scale units which were in existence in 1977-78 and those 
which were in existence in 1981-82. The growth b.~ 
taken place not only in the total number ot units over 
this period but also in various slabs of clearances. Simi-
larly, there has been an upward growth of individual 
units as well. Starting from a lower slab production. 
many d them have gradually increased their production 
to higher slabs. It is, however, difficult to say whether 
individual unite; have kept th~msclves deliberately below 
the cut-off point relating to licensing control and the cut-
off point relating to exemption from duty." 

It has been further stated in the note that 

"It may not be possible for anyone to claim that the scheme 
of concession in excise duty to small scale units as it 
existed before presentation of the Budget on 28th Feb-
ruary, 1983 were idea] one ..... It may be added that 
the schemes are continuout-,ly kept under review. Any 
attempts at evasion of duty by exploiting lo~holes in 
the law or any hardships caused by the provisions of the 
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law under these schemes are taken care of, af!er proper 
examination, as and when such points come to the noti~ 
of the Government." 

1 .47. The Ministry of Finance (Derartment of Revenue) have 
also stated in the note as follows: 

"Methods adopted for promoting the growth of sm~t!l sca'e 
sector of in~iust:y are several-fold: 

(I) rc~~ricting the volume. of production in. the hrgc sed~ 
sector 

(2) by different taxation 
(3) by direct subsidy 
(4) by extension services 
( 5) by offering marke ling facilities at prderen tial pnces. 

etc. 

The object is to concentrate on measures designed to 
improve the competitive strength of the small scale sec-
tor. It will, therefore, be observed that fiscal conces-
sions relating to excise duty is one of tl1~ several measures 
for achieving growth of small scale sector. Any study 
regarding growth of sm~:il scale seA.:Lor of industry v/s-a-
vis only the excise conce:ssion is difficult to carry out 
because growth is dependent upon number of factors. 
To isolate the impact of cxci:>e duty concessions from a 
number of other simultaneously actiT~~ factors may n~t be 
quite appropriate in itself." 

1.48 Under notification No. 176/77-C.E. dated 18-6-1977, small 
scale manufacturers of goods falling undeJr tariff item 68 were exempt 
from duty prol·id,~d 1he total value of all excisable goods cleared b~, 
or on behalf of the manufacturer in the preceding financial year had 
not exceeded Rs. 30 lakhs and the total value of the capital inl·estment 
made from time to tim~ on plant and machinery insfa1Jed in the indus-
trial unit in which the.> said goods were produced was not more than 
Rs. 10 lakhs. By another notification issued on l March 1979, tbe 
aforesaid goods were totally exempt from duty upto R~. 15 laklls and 

. leviable to duty at 4 per c_eut ad v&.fiorern on clearanct>s after the first 
clearance of Rs. 15 JaJ..hs during the year 1979-80 subje-ct to the 
conditions notified earlier. 

1.49. Mfs. Davaram Metal Works. Billimora, manufacturing Heat 
Excban~ers'. 'Distillation Column~' etc. fnJJin2 under tariff item '8 
claimed exemption from duty onder notification No. 176/77 -C.E. 
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dated 18-6-77 on the ground that the totaJ value of all excisable goods 
cleared during the year 1977-78 was Rs. 29.86 lakhs. However, tile 
Yafu.~ of supervision and erection charges of goods recovered by the 
assessee (Rs. 76,000) conversion charges (R~. 40,500) and value of 
scrap (Rs. 85,579) were not included in the total value of cle'ar.mces 
which was contrary to Board's instrUctions of 9 S.eptember, 1977. Thi~ 
resulted in Joss of duty amounting to Rs. 2.49 lakhs. The objection 
raised by audit was accepted by the Collector in February 1981 and 
a show cause-cum-demand notice was issued on 16-12~1981. It was 
withdrawn by the Assistant Collector of Central Excise Division Ill~ 
Surat b~· hi~ order dated 29 Decemebr, 1981 on the ground that the 
~ame was barred by limitation. Later, the Collector passed order on 
l 0-6-83 in revision s,ettiog aside the order of the Assistant Collector 
and confirmin~ the demand of Rs. 2.49 lak.hs. 

1.50. The Committee would like the Department to investigate tbe 
circnmsaances in which conflicting views have been tak,en by the coaJ-
cerned authorities in the matter. In case it is found that the conflict-
ing vie·ws were taken because of ambiguity in tb,e relevant notification 
or any lacuna in law, the- Committee would like the Department to 
take iDJmediate remedial steps to remove the ambiguity in the notifi-
(':ation or plug the lacuna in law to eliminate the recurrence o'f such 
instances in future. The Committ~ would also like to b,e apprised 
of the outcome of the case and in the event of there being no ambi-
~uity in the relevant notification or lacuna in law the circumstances in 
which conflictini! views were taken . 

. 1.51. In another case, M/s. Vidarbba C,~camics (P) I~td., Nagpur 
manufacturing refractories an other goods falling under tariff item 68 
availed of exemption on clearances upto Rs. 15 lakhs and concessional 
rate of duty at 4 per cent durin~ 1979-80 on clearances upto Rs. 30 
lakhs even though tb,e value of capital investment on plant and 
macbinerJ exceeded Rs. 10 lakhs. This resulted in under-assessment 
of duty amounting to R~. 1.64 lakhs in ·clearances from April 1979 
to Ji'ebni3IJ' 1980. A show cause notice was issued to thr. party on 
14 July, 1980 demanding duty amountin~ to Rs. 2.30 lakhs. On the 
appeal of the pa.t1y a demand for Rs. 86.486 was confirmed on clear-
ances for the period from 14 January. 1980 to 18 June, 1980 atii the 
rlt•mand for the ,"'!ulier period from 1 April, 1 979 to 13 January. 1980 
\~.a~; b~u!"cd hy limitation. The as.'lessee filed an appeal with the 
Ro!t .. d m!ainst thE> orders of the Collector which (appe~l) wa.., n~.iected 
"ide Ro .. rd's Jetter (hf<'d J 3~3- J 981 and a~ainst whi(•b a revision 
~tp!llic::,tion W'lS filed by the 3'\S~I.i'~e_e before Government. The Com-

. :rl~tke ,.1ouM like to he inforMed of the fin"l dcd"'ion on the r,~vision 
~>pplicat1on. Tiae Committee .,.,·ould also like to b~ informed of tl1e 
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circumstances in which the ex,emption was granted in spite of the fact 
that the manufacturer did not satisfy an essential condition for the 
g:rant o'f exemption. The Committee would also like to be informed 
if the responsibility for th,e lapse has been fixed. 

1.52 In order to broad-base the enterpreneurships in the economy 
.and to promote the growth of small scale sector. a number 0~ measures 
.hav~ been taken by Government. One of tl•e measures taken in this 
r.e2a.rd is diffe,rential taxation representing a number of eoncessions/ 
exemptions in excise duty on goods manufactured in small scale sector. 
There are at pr~sent three main schemes for concessional rates of duty 
for small scale sector, one for specified goods (numbering about 70), 
another for goods falling under tariff item 68 and the third for non-
specified goods. The exemption in tb,e case of specified goods is 
~im~ted to clearances upto a value of Rs. 15 lakhs in a financial vear 
'~ 'fw spedfied group comprises a wide range of disparate commodities 
hu~ in the iuterst of uniformity as well as simplicit) a unifomt cut-
.f~fr:' point of Rs. 15 lakhs \\as prescribed (since increased to Rs. 25 lakhs 
~n f 983-84 budget). In tht> case of goods falling under tariff ite•• 
68, the limit on clearance for ,exemption purpose..fii1 wa~ Rs. 30 lakbs 
(in the budget of 1983-84, the eligibility criterion has been increa~d 
from Rs. 30 lakhs to Rs. 40 lakhs while maintaining the exemptioo 
limit at the earH,er limit of R~. 30 lakhs). In the case of non-specified 
,.~omfs, the limits on clearances by small scale manufacturers 'for the 
purpose of excise duty conc,es_~ion vary from commodity to commodity 
For instance, in the ca~e of some electTonic goods (tap,e-recorders. etc.). 
the cut-off point for eligibility for duty concession is Rs. 50 lakhs in 
the· preceding financial year and the quantum of clearances eligible 
for ('Onc;-,essional rate of duty is Rs; 25 lakhs in a financial year. In 
the case of 1radio and transistors, the corresponding limits are R~. One 
crore and Rs. 50 lakhs. The position becomes complicated by too 
m'any changes in duty 1rates by too frequent notifications. The Com-
mittee ob!\erve that since 1-3-1978 as many alii 1 9 notifications were 
is."'iued in respect of specified go~His. As manv as 3 notifications 
.were issued in one month alone. i.e .. March 1978. As regards ~eods 
falling under tariff item 68 as many as tO notifications have bt>~n 
issued since t 8-6-1977. In regard to tape-recorders etc. (fal1ing under 
tariff item 3 7 AA). 7 notifications were issued betwet~n 18-6-1 977 ~uul 
28-2-1982. The Cornmittt>e have a ft>eling that such Jar~e number 
of notifications leads to unnec~sary confusion. The Committ.4!e uM!e-
that for the sake of simplification, the Central Roard of Excise an-' 
t''n~'tom-.; .-hould review the whole~ porltion antl. Yf necessarv. i"'"U"" 
t•omnrt>hen~ive and consolidated notificn~~ .. ,~ fo_. ~1ffer.-~t c~f~Porit>" ('I 
f!Oorl'i. The Committee de.,ire that in f1•ture ~lso. as far a~ U04il"1~1e . 
. to~• manv l'han~es at too ~reouent int~rv~•ls mav be av~iit.-:-.J. 

26RQ I.S-~. 
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1.53 A major lacuna noticed in the schenJ.e of excise concessions 
1o small scale sedor ilii that there is little incentive for the units in the 
sector to increase their production. The moment a unit cross.es e'tlen 
marginally the maximum clearance limit viz., Rs. 15 lakhs in the caM' 
of specified goods (now Rs. 25 lakhs) or Rs. 30 lakhs in the case ~:., 

•~•riff item ·68 goods. the unit has to pa~· l'Xcis,e duty not only on itt•'-' 
goods in excess· of the maximum limit but on their entUt'C produdio.n. 
This ~ay quite often lead to a sitqatiou where the excise dut;l'' p;:tid 
may be mor,e than the ''alue of excess produl'tion. This situ.atitm 
compels the manufacturers to keep thci'r produd~on hdtlW the pre-; .. 
cribed limit v. hkh runs counter t~ the dcdart'd po.ikv of (y(H'Crmn~·Ht 
t•J tncrea..<.;,~ production in the country. 'Th~ CommiU{~c have h;.:~-~~ 

furnished statistical information regarding s•••all s(.·alc units in Hut·~· 
Collcctorate~; only. .From thi.,. st•~tisHeal info; m~~tnon. the ~. :ommiraet· 
Jind Hmt less than 1.5 per cent of the small scale mannfa~tun.·rs hH.•rea•.· 
,ed their clearances to ~tbm'c the duty free exemption limit in the thn~r 
years 1978·79 to 1980~!-11. Further~ Jess than 0.4 per cena of H-w 
small scale manufacturc•·s incuascd their production to go to the h:' ,_·; 
of i (,0 J>er cent duty paymcJ!t. Si~ilar h•nd,ency has been noticed in 
th.c (:ase of manufacturers of both speci·fied good.., and tarit\" ikm ~}~ 

goods. These facts fortify the apprehension of the Comutitlet· lh;tt 
numnfactur,ers · in the small scale sector near the maximum dearmu-e 
limit eliwbJe for lhdy t·onc"~sinn have a r·ropensity not to eross tlw 
limit. 

1.54 The Committee note that in the light of the discussions with 
the Committee. in the budget of 1983~84 some chang,es lun c bum 
introduced by which exemption limits ba\<·e he.~n hcrcased whit:)l will 
provide some incentive to increase produdion. \\''hile these cha!tge•> 
are welcome, th,~ Committee fet-1 that these are not ennnilk piH·ticnh,,.,,, 
if the impact of inflation since 1978 to d'ltc i'-; taken intn Hn.-mm~. A 
basic reason why a small unit does not want to cross Hv• maxh:; ~:m 
clearance limi* cntitl~d for tax conn·s~Ion !..; that tl-e benefit to h,f' 
derived thereby ma~ he more than counterbalanced by the exci",~' f,••tv 
to be paid. In v;~~w of thi'-. the Committee f~>el that the proper soln-
tion would be to introd•Jce sJqh system where small scale units 
should be subject to J!rad.~d . rates of dutv i e .. upto ::~ limit 
there should he no duh' and be:vond that limi•. J!OOds shonlrl he suhiPd 
to srradoated rate-s of d•1tv. th~ next shh hearil\{! a sl'~lltlv bi'!her rate 

~ ~ dutv tJ1an the previou~ one. Thic;; wotJM rem'!lV!' t)le exi"t;"t! !)fO-
f'Cnsit~ of <=mall scale manufactnr.~rs tn 'ke,~p tJwir prod•Jctilln witllill\ 
t}l .. e~empted limit and wouM )leln small seal~ sector to increac., .. thei.,. 
prodrJction. l'l doilll! so. Govt. !""llonl" eno;;nre t)1at t""" C'ODc~so;;inn ;, 

2vail~ of hv Small SP.ctor onlv. 
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1.55 .-Ihe Committee ai'C surprised to not,\~ that aithougb the 
scheme for· exemptions/ concessionnJ rate of duty has been in operation 
for a number of years, no study has been conduct.~d by the Central 
Iloan:l of I~xcisc and Custmns to detenuine how far the scheme of 
exemptions/ concessions in the t•xcise duty ha;.; contributt:il: to H~ grr.Jn'!b 
of small scale sector in the country and. to what extent the objectives 
of tht.• scheme have been achieved. \Vhat is even mo•·e surprising is 
thai. the om<~c of the Dev,dopment Cmmni~'..:im1C'I· ~•f ~.::·n;tll S•al,;~ ''?.{1,,,. 
Crit•s is not nmumainlng even such bas!<' d:~!a as th~;> numhe .. nf ·;.m:·'H 
sc1ie units do.-.t~;J down iu e:h'h of !lw St:J~''"' in P~eh of t'1 1· h ~ ~'- :· 
::,tars. IU!~!Ibtr of person~ ~mployed in. small <.;ector in •~ach Stah·, dL 
~f ~-; b::ymt.d U"!i·iP~"!~i'i.n-,iun iww any ('Oneretf• me!~'>ures for th<· ,;t:' P-
!nF:H'L'il~ of ~·:J:oaU 'iCalc~ sed or can he takt•n hy Hw ofik{· of th.r Be'.' -
lnpm.:·ns Commb<.,ion··~:r of S·•·,;t\' r.·,:a!c lndw;t• ~~~ :1l the ahs•:t';~·e •~f ~udt 
ha ,i(: data rclatiug to small !-.C~"iil" industrie:.;. While it is tnJt~ th'at it is 
tht dah of tht• St:.dl' Regi•.tcdng A•lH"o,.i~y tf' C(mfl~w··t re . :.ik :' 
in<,;pel'tions ~.md keep on thc~r regi<>fer." only Jh·p ~md fn;w+f<'ni:': .. tm:· · 
!e "'wuld no• he d!nicult for HH.~ Ile'l elo~nne'lt ComP,iS4;<rmer of S!r:." ~~ 
Scale !ndustrie-.: to C()HN·t inf(irmafion from State Con·mm.rnt... ~m~': 

kf'-'Jl all-India ligures about the number of units in small scale industri<'s, 
prmhH.'tion therein. number of units closed down in ead1 Stah•. nwml\,~r 
of ~1crsonr., emplo~ cd in small ~.~..de unjts in each State. The ('omrnittt.•e 
re<·omnv~nd that a compreh,~nsive t·ensus of small st·ale units in 1h·~ 

cmmtry should be conducted at an earl~' date and comprehensh·e 
data ahout these units collected. Measures sbouJd al"o he taken to 
fO!J,~ct neriodic:ll 1"Cturns from States te em;ure that -the ~'1~::: :.._ nerio~;
t·a?Jy U)ldated. The ('ommittce further recommend that the :\lini~tr:v 

of Finance (Department of Revenue) should, in consultation "'ith the 
offict• of the Oev,('lopment Commissioner of Small Seal(· htdustric". 
comlm·•· an indepth study to find out ho\\ far the present schemes of 
e.wmptionsjccncessions have been able to achieve th,eir ohjecthe•, anJ 
what ('h<m~es are necessary to make the schemes more rffective. Thi..; 
qmJ.- j, :tH tht:' mor(~ necesary in view of the fact that any exemption/ 
com·ession in,·olv,es loss of revenue to the public exchequer which can 
be justified oni.Y if the objectives are achieved. The Committee re2ret 
to note that the information pressed during rvidence regarding proa 
portion of duf)' paid b:v small scale sector in total revemu.~ has not 
heen furnished. The Committee desire that in th.~ Annual Report of 
th~· l\1!nio;try of Finance the share of the small scale sechu in reg~trd 
to thl• production of total 1.!ood~ and duty r,ealised from them should 
be shown separately for specified J!OOds and ~oods fallinJ! under TJ. 68. 

1.56 The Committee have been informed (hat ·in 1981-8 ~ for 
whkh the." latest figures wer.~ made available. there _were 3.61 lakh"' 
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units in the small scale sector out of whieh 5.22 l~khs were registered 
units and 4.39 lakhs unregistered units. However, no information has 
b'*n collected as to how many of the registered and unregistered units 
hold excise licence. The Committee are surprised to note that although 
a regi~ered unit is entitled to a number of concessions, duty ,exemptions 
et.:., as many as 45 per cent of the units in the country have not cared 
to get themselves r,egistered. This clearly shows that either the pro-
cedw"e for registration is cumbersome 0 1I the concessions offered to 
registered units are so unattractive that th,e small scale units do not 
care to get themselves registered. As the registrat!on of small scale 
units is essential for prop,er monitoring of the growth of this sector :....; 
well as to undertake any effective mea~;ures for its deYelopment, it is 
necessary that the maximum possible nm>.~.ber of small seal,~ units should 
be registered and registration also made a precomiHiH;l to grant nE 
excise duty concessions. The Committee r,ecommend that the reasons 
wb~r units in the small scale sector a1re not getting themselves registered 
..;hould be look,ed into and remedial measures taken to ensure that the 
m~ximum number of units get themselves registered. 

NEW DELHI; 
February 22. 1984 
Phalguna ~. 1905 ( Saka) 

' 

STJNIL MAJTRA. 
Chairm:.tn 

Public Accounts Committee. 



APPENDIX l 

Statement showing the analysis of the data m respect of Small Scale 
units 

An analysis of the information furnished by the§e three Collecto-
rates reveals the following trends in the growth of smalJ scale units 
e:xempt~d from duty under Item 68 from 1977-78 to 1981-82:-

Baroda Collectorate .... 
(a) At the end of 1977-78 there were 481 units in the range of 

· annual clearances upto Rs. 5 lakhs. This number grew to 903 units 
at the end of 1981-82 showing thereby an increase of over 80 per cent. 
In Rs. 5 to 7. 5 lakhs range the number of 208" units at the end of 
1977-78 increased to 308 units indicating the growth of slightly less 
than 50 per cent. In Rs. 7.5 lakhs to 10 lakhs range from 139 units 
the number of units increased to 246 showing a growth of over 70 
per cent. In Rs. 10 to IS lakhs range 96 units increased to 261 units 
showing an increase of 160 per cent. In Rs. 15 lakhs to 20 lakhs 
range the number of units increased from 30 to 159 during the said 
period showing an increase of over 400 per cent. ·In Rs. 20 to 24 
Jakhs range from 15 units at the end of 1977-78 there were 136 units 
at the end of 1981-82 thereby indicating an increase of over 800 per 
cent .. In the important range of Rs. 24 to 30 lakhs. number of units 
increa~ed from 10 at the end of 1977-78 to 50 indicating an increase 
of over 400 per cent. 

(b) 46 units in the range of upto Rs. 5 lakhs worth annual clear-
ances have shown a growth in various high-er ranges. These figures 
are on the basis of actual. survey made by the field staff. Similarly, 20 
units in the range of Rs. 5 to 7.5 lakhs worth annual clearances at the 
end of 1977-78 were found to have shown a growth in higher ranges. 
18 units in the 7.5 to 10 lakhs range were found to have shown a 
growth in higher ranges. 11 units in Rs. 10 to 15 lakhs range showed 
a growth in higher ranges. 7 units in 15 to 20 lakhs range were found 
on actual survey to have grown to clearances in higher ranges. 1 unit 
in 20 to 24 lakhs range showed a growth above duty exemption !limit 
of Rs. 30 lakhs. 
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Cochin Collectorate 

(i) At the end of 1977-78 there were 782 units in the annual 
clearances up to Rs. 5 lakhs range. These units increased to 915 
showing an 1ncrease of about 1 S per cent. In Rs. 5 to 7.5 lakhs range 
69 units increased to g l units ag.ain showing an increase of about 
] 5 per cent. In Rs. 7.5 lo I 0 l::.tkhs range 18 units increased to 40 
units. showing a growth of I 20 per cent. In Rs. 1 0 to 1 5 Jakhs range 
26 units increased to 49 units showing an increase, of over 90 per 
cent. In Rs. 15 to 20 lakhs range R units increased to 21 units show-
ing an increase of over 160 per cent. In Rs. 20 to 24 lakhs range 
there was no unit at the end of 1977-78 whereas then. were R units 
at the end of 1981-82. Similarly. there was no units in the range of 
24 to 30 1akhs but there were 3 units at the end of 1981-R2. 

(ii) On the basi~ of actual survey. it was found that during 1981-
82. 21 unit~ in the range of upto Rs. 5 lakhs showed a growth m 
higher ranges. Similarly 12 units in 5 to 7.5 rakhs range showed 
growth in highe ... ranges. Again 12 unib in Rs. 7.5 to 10 lakhs range 
showed a growth in higher ranges. 7 units in 10 to 15 lakhs range 
were found to have indicated growth in various higher ranges. No 
unit in 15 to 20 lakhs range was found to have shown any growth. 
ln the 2 subsequent ranges there were no units at the end of 1977-78 
hence the question of any growth of such units at the end of the 
1981-82 does not arise. 

Meerut Collectorate I 

(a) At the end ot l977-7X there were 133 small sector units 
whose annual clearances were upto Rs. 5 lakhs. Number of such 
units grew over the years to 159 at the end of 1978-79. 193 at the 
end of 1979-80. 219 at the end of 19H0-81 and 257 at the end of 
1981-82. J n other words. there has been a growth of over 90 per 
cent in the number of such units. Similarly. there has been a growth 
of over 33 per cent in the number of units within the range of annual 
clearances of Rs. 5 to 7.5 lakh~ increasing from 37 units to 50 units 
at the end of 1981-82. In the range of Rs. 7.5 to JO lakhs there ha.., 
been an increase of 66 per cent in the number of such units. In the 
range of 10 to 15 lakhs there has been a growth of over 66 per cent 
from ,30 units to 52 unit~. In the. range of 15 to 20 lakhs there 'has 
been a growth of over 300 per cent from 8 units to 36 units. In the 
20 to 24 lakhs range, there has been a growth of 700 per cent. T n the 
)nportant range of 24 to ~0 Jakhs when the units have to work under 
excise licensing control. there has been a growth of 375 per cent from 
4 unit~ at the end of 1977-78 to 19 units at the end of 1981-82. ln 
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short, there has been an overall growth of over 100 per cent in the 
number of such units from 238 at the end of 1977-78 to 483 units 
at the end of I 981~82. 

(b) A study of part II of stntement No. I of the Meerut Collec-
toratc shows that 51 units in the range of upto Rs. 5 lakhs worth 
annual clearances have shown a growth in various ranges upto Rs. 30 
lakhs. 21 units at the end of 1977-78 in 5 to 7.5 lakhs worth annual 
clearances have shown a growth upto 30 Jakhs, in various ranges of 
annual clearances. 11 units in the range of 7.5 to 10 lakhs at the 
end of 1977-78 have shown a growth of annual clearances in the 
higher ranges. 18 units in 10 to 1 5 lakhs range have shown a 
growth in higher ranges. 4 units in the 15 to 20 lakhs range at 
the end of 1977~ 78 have shown a growth in annual clearances _ in 
higher ranges. One unit in 20 to 24 lakhs range has shown· a growth 
going beyond the duty exemption limit and ha~ started paying. One 
unit in 24 to 30 lakhs has crossed into the higher range. thereby 
coming witjlin the- duty paying sector. 

4. A study of the information furnished by the aforesaid Collec-
torates reveals the following trend in the growth of smalf scale 
units producing goods (specified goods) covered by notification 
Nos. 71!78 .and 80!RO cturing the period 1978-79 to 1981-82. 

Baroda Collcctorate. 

(a> 450 units in the r.ange of annual clearances upto Rs. 1 lakh 
at the end of l97R-79 grG,w to 585 units showing a growth of about 
~0 per cent In Rs. 1 to 2 lakhs range number of units increased 
trom t 63 to 242 showing a growth of slightly less thqn 50 per cent. 
in Rs. 2 to 3 1akh,s r.ange llO units increased to 202 units showing 
a growth of about XO per cent In Rs. 3 to 4 lakhs range 152 unit..., 
m\.Teased lO I K5 units showing an increase of above 20 per cent. In 
Rs. 4 to 5 lakh~ 55 units increased to 138 units showing an increase 
of :JlJout 150 per cent. In Rs. 5 to 6 Jakhs pmge 18 units in-
creased to 227 units showiJ,;lg a phenomenal increase of 1150 per cent 
ln Rs. 6 to 7.5 lakhs range 4 units increased to 45 units showing a 
heavy increase of I 000 per cent. In Rs. 7.5 to 15 lakhs range 17 units 
Increased to 44 units showing an increase of over 150 per cent. In 
Rs. 15 to 20 Jakhs range 8 units increased to 19 units showing an 
increasl' of about I 40 per cent. 

( bl On actual survey 52 units at the end of 1978-79 upto Rs. 1 
Jak h ntngl' were found to havei shown a growth in higher ranges at 
the end of 1981-82. Similarly, 31 units in th,~ range of Rs. 1 to 2 
lakh~ ~howed the growth. 32 units in the r;:utge of Rs. 2 ~o 3 lakhs 
indicated the growth in hij:her ran,2es. 23 units· in Rs. 3 to 4 lakhs. 
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.showed the growth in higher ranges. 16 units in Rs. 4 to 5 lak:hs.· 
range were· found to have grown in various higher ranges. One unit 
in Rs. 5 to 6 Jakhs range was found to have shown a growth in the 
next higher range. One unit in Rs. 6 to 7.5 lakhs range was found 
to have: grown. to the next higher range of Rs. 7.5 to 15 lakhs. 2 units 
in the range of 7.5 to 15 lakhs out of 17 units were found to hav~ 
crossed the duty exemption limit of Rs. 15 lakhs. No growth in any 
unit in Rs. 15 to 20 lakhs range. was noticed. 
Cochin Collectorate 

(a) 377 units in the range of annual clearances upto Rs. l lakh 
at the end of 1978-79 increased to 405 units at the end of 1981-82 
~bowing thereby an increase of about 10 per cent. In Rs. 1 to 2 
lakhs range 82 units increased to 126 units showing an increase of 
over 50 per cent. In Rs.' 2 to 3 lakhs range 50 units increased to 93 
units showing an increase of 86 per cent. In Rs. 3 to 4 lakhs range 32 
units increased to 64 units indicating 1 00 per cent growth. In Rs. 4 
to 5 Jakhs range 4 units increased 34 units giving a 705 per celnt 
increase. In Rs. 5 to 6 1akhs range one unit increased to 29 units 
giving phenomen'll increase of 2800 per cent. In Rs. 6 to 7.5 lakhs 
range there were no units at the end of 1978-79. However. thCTe 
were 4 units in this rat,ge at the end of 1981-82. In Rs. 7.5 to LS 
lakhs range also there were no units at the end of I 978-79 while 
there were. 5 units in this range at the end of 1981-82. There have 
been no units in the Rs. 15 41 20 lakhs range during tl1e entire period 
of 1978-79 to 1981-82 in Cochin Collectorate. 

(b) An actual survey of some units existing at the etnJ of 1978-79 
was taken up in order to see the growth of such units as regards their 
annual clearances .at the end of 1981-82. On the basis of this survey 
it is observed that 44 units in Rs. 1 to 2 lakhs range, 6 units in Rs. 2 
to 3 lakhs range, 5 units in Rs. 3 t\) 4 ~Iakhs range and 3 units in 
4 to 5 lakhs range h~ve shown growth in various higher ranges. l'<lo 
unit in the range of Rs. 5 to 6 lakhs was noticed in the survey to lh'.Vt' 
grown to a higher range. Question of growth of any unit in subse-
quent ranges, namely Rs. 6 to 7.5 lakhs, Rs. 7.5 to I 5 lakhs and 
Rs. 15 to 20 lakhs does not llrise because there were no units in these 
ranges at the end of 1978-79. 

Meerut Collectorate 
(a) 249 units in the range of annual clearances upto Rs. 1 lakh 

at the end of 197 8-79 grew to 3 28 units at the end of 1981-8 2 snow-
:ing a percentage growth of slightly Jess than 50 per cent. Similarly 
110 units in the r.ange of Rs .. 1 to 2 lakhs grew to 150 units showing 
about 35 per cent growth. 1n Rs. 2 to 3 lakhs range 50 units b'Tew 
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to 75 units showing a SO per cent growth. In Rs. 3 to 4 lak:hs rangt:~ 
26 units grew to 46 units showing growth of about 85 per cettlt. In 
Rs. 4 to 5 lakhs range there was 400 per cent growth from 9 unit~ 

to 45 units. In Rs. 5 to 6 lakhs range there has been a growth of 
766 per cent from 3 units to 26 units. lJn Rs. 6 to 7.5 lakhs range 
there h.as bden 166 per cent growth from 3 units at end of 1978-79 
to 8 units at the end of 1981-82. lin Rs. 7.5 lakhs to 15 lakhs range, 
there has been a 66 per cent growth from 5 units at the end of 1978-
79 to 8 units at the end of 1981-82. 

(b) A study' of part 'II Qf statement No. 2 of Maerut Collectorate 
shows that 55 units at the end of 1978-79 in Rs. 1 lakh range of 
annu,al clearances have shown a growth in higher ranges. In Rs. l 
to 2 lakh range 41 units at the end of 1978-79 showed a growth ot 
clearances in higher rang~ 'at the end of 1981-82~ :In Rs. 2 to 3 
lakhs range, 30 units at the end of 1978-79 have shown a growth of 
clearances in higher ranges. Jn Rs. 3 to 4 lakhs range. 14 at the 
end of 1978-79 showed a growth of clearances in highe~r ranges at 
the end of 1981-82. In Rs: 4 to 5 lakhs ranges, no unit showed a 
growth during the aforesaid period. In Rs. 5, to 6 lak:h range. 1 unit 
3 at the end of 1978-79 i.e. has shown a growth of clearances in a 
higher range. In Rs. 6 t~ 7.5 lakh range, 2 units have shown a 
growth of clearance in higher ranges at the end of 1 981-:_82. In 
Rs. 7.5 lakhs to 15 lakhs range, 1 unit has shown a growth going be-
yond the eligibility limit for duty exemption under notification "'Io. 
80/80. 



APPENDIX·ll 

.'italement Jhmcing tht details uf ,\mall ga{~ mamifadurers ol specified .e.oods who ir•creased production to dutiable lwel 

Year 

BAROD.-4 COLLECTORATES 

H)j8·79 

1979-80 
1g8o-8I 

COCH/J\ COLLECTRORA 7 ES 

tgj8-;g 

1979-Bo 

tg8o-8I 

.HEERCT COLLECTORATE~ 

1978·/lJ 

H179-Ho 

1g8o-St 

'\umb<>r of 
manufacturer~ 
ha\·ing dcrance~ 
nplo R~. 7 · 5 

lakhs 

94b 

1168 

!.p3 

::146 

62/ 

702 

4 ')0 

47:1 

·66 J 

"l"umber of 
nnnufacturers 
who increa5etl 
their clearances 
to between Rs. 
7 ·5 Jakhs and 

R~. 15 lakhs du-
ring the period 
upto tg81-R2. 

s ( 0 ·5"~) 

15 (1·2%) 

22 (I· 5~ 0 ) 

I (n· 2°,,) 

2 (0·1!%) 

I (o· IO'' ,) 

4 (o· 9~~) 

3 (o.6~~) 

6 \I J n) 

Number of 
manufacturl"r~ 
who innea,cd 
their clearancr·~ 
to beyond R~. 
15 lakhs during 
the period upto 
1f)81-82 

2 (n· 2n,.l) 

nil (nil) 

6 (o·4%l 

~il l,:'{il) 

'\il (o ;·~) 

l (-I%) 

4 ~0 ·9~o) 

:\'il (:\'il) 

0Jil (~ill 

Number of :'-hmbrr of 
manufaclurl"r~ m·lnura.ct•ua> 
havin~ clearancl"'\ w:10 inrrea,~rl 
br-twet>n Rs. 6 their clearance~ 
to Rs. 7 · 5 lakhs to between R~. 

4 
J8 

21 

~il 

:l 

3 

l 

! 

7 · 5 lakin & 1 5 
lakh:<~ during 
the period upto 
I g8t·fh 

l ~ "25~~) 

2 ' I I · I ~{.) 

5 ('24%1 

"il 

:\'il 

Nil 

I ('33·3';~) 

::-.;: il 

~il 

~ -
~umber of 
tn:lne~f<l·:t '' ren 
wh•1 incrca;;e;l 

cle:u:ances to 
beyond R". 15 
lakhs during 
the period upto 
tg!JI-82 

--------

?\i I 

:'\ld 

~il 

Nil 

Nil 

Nil 

I (33·3%) 

~il 

~it 

~.,_,_,__.. ___ ~r~·-~-_..--~-- ----~------~~--~- ----·~-----· --------

~ 

"' 



APPENDIX III 

,' lt:temerrt shtJwing the details '!f incrrase in small sr.ale manuJacf!lrus af lfttcifud 
Good~ wlto came under licensin~ control. 

---------

Baroda Collectorate 

l978-79 

i 'l7!)-8t• 

, !IHo-81 

Cochia Collectorate 

'(l'jk-7(! 

1979-8(\ 

198o-8r 

Meerut CollectoFatt> 

1978-79 
.11o'79-8o 
19ito-8r 

··------,,. 

Nltnther of manufac-
turr:rs having 
c leat·ancc-s u J) lo 
Rs. 4- Iakhs and 
l"'[igible for ex-
<:mption from 
licensing control 

875 

1046 

1291 

54 [ 

616 

li7! 

i3S 
.. 5:) 
~,3:) 

37 

Nuruher of tnanufacturc-rs wlH~ 
cros~ed thr~ limit of Rs. 6 
lakhs during the period upto. 
19H I -82 and were brought 
under licensing control 

I I (t·;;%) 

18 (1·7%) 

21 (1·6'~~) 

Nil (nil) 

•> (o· '3~',) 

+ I d > ti~<)) 

··.I t -:I) 0) 

b ~ i . 3 •J _)' 

6 ''. l . 1 (;'~)) 



Y.ar 

BarDda Collectorate . 

1977·78 

'978·79 

'979·80 

rg&.8r . 
C(}(hin ColletlM«Ie 

1977·78 . 
1978·79 

1979-Bo . 
1g8o-8I 

Meerut Colltttorat1 

'977·78 

1978·79 

'979·80 

rg8o-8r 

APPENDIX IV 

Staftmtnt slwuint the details of .rmall scale fllanujacturers of T.I. 68 zootls whD intretZJed ~oduetion to dutiablt lnels. 
·------ ---------~- -----

' . 

. ' 

Number of manufactur~rs Number of manufacturers 

. 

. 

. 

' 

0 

having clearances who increased clearances 
upto Rs. 30 lakhs to bryond Rs. 30 lakhs 

979 

T 139 

I3H2 

I684 

9°3 

941 

g84 

ro68 

238 

291 

345 

4 13 

during the period upto 
rg8r-82 

9 (ro~) 

II (1%) 

16 (o.r%) 

17 (o.r%) 

2\lil (Nil 

I (o.Io/o) 

t (o.r%) 

I (o.r%) 

6 (2.5%) 

7 (2.4%) 

7 (2%) 

13 (3.1%) 
------------------

Number of manufacturers 
having clearances 

between Rs. 24 lakhs 
and Rs. 30 lakhs 

10 

21 

26 

43 

~il 

2 

3 

4 

7 

3 

8 

~umber of manufacturers 
who increased clearances to 

heyond Rs. 30 lllkhs 
during the period upto 

1g81-82 

~il (nil) 

3 (14·3%) 

5 (rg.2%) 

2 (4.6%) 

~il (Nil) 

1 (roo%) 

1 (5o%) 

I (33•3%) 

I (25%) 

3 (43%) 

" (66.6%) 

I (12.5%) 

~ 



APPENDIX V 

Statement showing the details rif incruzse in small scale mamifacturers of T.l. 68 g11ods 
u·ho came under licensing control. 

Year 

Number of manufac-
turers having 
cle a ranees up to 
Rs. 24 lakhs. 

Number of manufacturers 
who crossed the limit of. 
Rs. 30 lakhs during the 

period upi.o rg8r-82 and 
came unJer licen.>ing 
control. 

-·-····-- ........ - ------------------------------------- -·-· --·----
Baroda (;ollcctorate 

1977·78 

1978-79 

1979-80 

tg8o-8r 

Cochin f,llectorat~ 

l977·7ll 

.1978-79 

'979-80 

1g8o-BI 

11-fumt Collectorate 

'977-78 

1978-79 

1979-80 

---

39 

969 

I I Il\ 

1356 

1641 

23t 

94° 
g82 

106.) 

23-4 

28f 

342 

{05 

9 (I 'Yo) 

8 (o· 7%) 

1 I (o·8%) 

15 (o·g~a) 

nil 

nil 

llil 

nil 

5(2·1~~i 

4 (1·-t%) 

I (o· 3~'~) 

12 (3~~) 



APPENDIX VI 
C mtduJions · 1Rrromml'ndatinn.~ 

-· -----·- ~-·--- _.._____ 

\1i tlistrY/D<'ptt. 
S. Nl}. Para :~o. Cnnccrn<'d ConclJ!'iio! B ''cmmnr.mbt i()c1 

, 
2 3 4 

------------·-·--·- ------

1.4n :\f'o Finance (f)r·ptt. Under notific~ticn No. 176 77-CE. dated 18-6-JC>77, small scale 

2 l .4~ 

of Rev<>nu~} manufacturers of :( 'ds falling und~r tariff item 68 \Vere exempt 
from duty provid~.._1 1'1c total va1u~ nf ~di e'\cisab1e gondc; cleared by 
or on behalf of the manufacturer in the preceding financial year had· 
not excedded Rs. 30 lakhs and the total value of the capital invest-
ment made from time· to time on plant and mnchinery installed in 
th·e industrial unit in which tl1c said goods were produced was not 
more than Rs. 10 bk h';. n~' another notification issl!ec:! on 1 March. 
197('. tht: Jforffiaid good-. were tota11y c\empt from duty upto Rs. 15 
hlkh~ ~md leYiable to dutv at 4 p;.-r cent ad ralorem on clearances 
after the first clearance nf Rs. 15 Iak hs during t'-'~ year 1979-80 sub-
ject to the conclitinn'. notified c3rlicr, 

' ~,._- Mis. Dayaram Mct~d \Vnrks. Hli1i1r1orD. manufacturing 'Heat 
E'~changep.;'. 'Distil1:1ticm Column•: etc. fa~ling und::r tariff item 68 
claimed exempti(··n fn,nr dutv tmder notification No. 176'77-C.E. 
dated ]8-6-77 011 the ?-fC!UJicl that thr t ·;tal \-8h!e of all e~~ci•-.Jb:e goods 
clP.ared durin.Q' tlw ve:o·- 1977 -'x \\ :1;; Rc_ 29.~() lakh<;._ Hnwever. the 

lobo c 
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value of supervision and erection charges of gm)ds recove·red by the 
assessee ( Rs. 76.000) conversion ch~rges ( Rs. 40,500) and value 
of scrap ( Rs. R5,579) were not inciuded in the total value of clear-
ances, which was contrary h) Board's instructions of 9 September, 
I 977. This rcsu!ted in los~ uf duty amountiug to Rs. 2.49 lakhs. The 
objection rai~ed hy audit was accepted by the Collelctor 1n February 
1981 and a show cause-rum-demand 1wtice was issued on 16-12-1981. 
It was withdrawn by the .As.,: tant C(•llector of Central Excise. Divi-
sion III. Surat by· his Prdcr dated '?9 Dec•..>mbe;r. l 9X! ' 11 the ground 
that the same wa<.. barred by !imiut:nn. Llter. the C·, :'-:ctor passed 
order on 1 0-6-XJ in rcvi<;ic'n ·~cttin~· d:;:de th~ order of the1 Assistant 
Collector and confirming the demand ,1r Rs. 2.49 lakh;. 

The Committee \vould like tl,e D:>p;ntment to investigate' the 
circumstances in which cnnOicti11'r: vic\'. s h:we been taken bv the con-. ,_ ~ 

ccrncd auth1 ,ritie's in the matter, In case it is found that the conflict-
ing views were taken because o! ambi?uitY in the relevant notification 
or any lacuna in Jcnv, the Committee wc•uld 'ike the Department to 
take immediate remedial steps to remove the <.lmbig~_~ity in the notifi- · 
cation or nJug tbe lacuna in law tn i:'·~iminate the recurrence of such 

1 v 

irastances in future. The Committel' \'.nuld also !ike to be apprised 
of the outcome of the case and in the event of there: being no ambi-
guity in the relevfmt notification nr lacuna in law the circumstances 
in which con!licting views 1.vcre taken. · 

In r1nother case, ~1\s. Vir.larbha Ccr~l'·tics fP) ltd., Nagpur · 
manufacturin 017 refractoric- and other fl._; ,)ds :·allin~ '!11der tariff item ' ~ 

. --- .__.. ___ - ~---~-------~ ~ ---~---------

e 
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1.52 ~f/o Finance (rkptt. of 
Revenue) 

68 availed of exemption on clearances upto Rs. 15 lakhs and con-
cessional rate of duty at 4 per cent during . 1979-80 on clearances 
upto Rs. 30 lakhs evoo though the value of capital investment on 
plant and machinery exceeded Rs. 10 lakhs. This resulted in under-
assessment of duty amounting to Rs. 1.64 lakhs in cJearances from 
April 1979 to February 1980. A show cause notice was issued to 
th6 party on 14 July, 1980 demanding duty amounting to Rs. 2.30 
lakhs. On the appeal of the party a demand for Rs. 86,486 was 
confirmed on clearances for the period from 14 January, 1980 to 18 
June. 1980 as the demand for the earlier period from 1 April, 1979 
to 13 January. 1980 was barred by limitatim1. Thet assessee filed an ~ 
appeal with the Board against the orders of the Collector which t" 

(appeal) was· rejected 1'ide Board's letter dated 13-3-1981 and 
against which a revisio_n application was filed by tho assessee before 
Government. The Committee would like to be informed of the final 
decision on the revision application. The Committee would .also like 
to be informed of the circumstances in which the exemption was 
granted in spite of the fact that the manufacture~r did not satisfy an 
essential condition for the grant of exemption. The Committ~e would 
also like to be informed if the responsibility for the~ lapse has been 
fixed. 

In order to broadrba:;e the entcrpreneurships in the economy and 
to promote the growth of small scale~ sector, a number of measures 



have been taken by Government. One of the measures taken in this 
regard is differential taxation representing a number of concessions! 
exemptions in excise duty on goods manufactured in small scale sec-
tor. There are at present three main schemes for concessional rates 
of duty for small scale sector, one for specified goods (numbering 
about 70). another for goods falling under tariff item 68 and the 
third for non-specified goods. The exemption in the case of specified 
goods is limited to clearances upto a value of Rs. 15 lakhs in a finan-
cial year. The specified group comprises a wide range of disparate 
commodities but in the interest of uniformity as well as simplicity a . ..1 

uniform cut-off point of Rs. 15 lakhs was prescribed (since increased 
to Rs. 25 lakhs in '1983-84 budget). In the case of goods falling 
under tariff item 68, the limit on clearance for excmptkm purposes 
was Rs. 30 lakhs (in the budget of 1983-84. the eligib.i!ity criterion ··t 
has been · increased from Rs. 30 Jakhs to Rs. 40 lakhs while main-
taining the exemption limit at the earlier limit of Rs. 30 lakhs). In 
the case of non-specified goods, the limits on clearances by small 
sc.ale manufacturers for the purpose of excise duty concession vary 
from commodity to commodity. For instance, in the case of some. 
electronic goods (tape-recorders, etc.), the cut-off point for eligibi-
lity for duty concession is Rs. 50 Jak.hs in the preceding financial year 
and the quantum of clearanceiS eligible for concessional rate of duty 
is Rs. 25 lakhs in a finapci.al year. In the case of radios and transis~ 
tors, the corresponding litllits are Rs. one crore and Rs. 50 lakhs. The 
position becomes complicated by too many changes in duty rates by 
too frequent notifications. The Committee observe that since 1-3-1978 
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as many as I 9 notificatiOns were issued in respect of specified goods. 
As many as 3 notifications were issued in one month alone, i.e., 
March 1978. As regards goods falling under tariff item 68 as many 
as 10 notifications have ~n issued since 18-6-1977. In r~gard to 
tape-recorders etc. (falling under tariff item 3 7 AA) 7 notifications 
were issued between iS-6-1977 and 28-2-1982. The Committee have 
.a feeling that such Jarge number of notifications leads to unnecessary 
confusion. The Committee urge that for the sake of simplification, 
the Central Board of Excise and Customs should review the whole 
position and, if necessary, issue comprehensive and consolidated noti-
fications f<W different categories of goods. The Committee deside that :t . 
in future also, as far as possible, too many changes at too frequent · 
intell'Vals may be avoided. 

A major lacuna noticed in the schem~ of exci~e concessions to 
small scale sector is that there is little incentive for the units in the 
sector to increase their production. The moment a unit crosses even 
marginally thl! maximum clearance limit vi:: .. Rs. 15 lakhs in the case 
of specified goods (now Rs. 25 lakhs) or Rs. 30 lakhs in the case 
of tariff item 68 goods. the unit has to pay excise duty not only on 
the goods in excess of the maximum limit but on their entire produc-
tion. This may quite often lead to a situation where the excise duty 
paid may be more than the value of excess production. This situation 
compels the manufacturers to keep their production below the pres-
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cribed Jimit which runs counter to the declared policy of Government 
to increase production in the country. The Committee have been 
furnished statistical information regarding small scale units in three 
Collectorates only. From this statistical information, the Committee 
find that less than 1. 5 per cent of the small scale manufacturers in-
creased their clearances to above the duty free exemption limit i.n 
the three years 1978-79 to 1980-81. Further. less than 0.4 per cent 
of the small scale manufacturers increased their production to go to 
the level of I 00 per cent duty payment. Similar tendency has been 
noticed in the case of manufacturetrs of both specified goods and tariff 
item 68 goods. These facts fortify the apprehension of the Committee 
that manufacturers in the small scale sector near the maximum c1ear-
aaoo limit eligible for duty concession have a propensity not to cross 
the limit. 

The Committee note that in the light of the discussions with the 
Committee, in the budget of 1983-84 some changes have peen intro-
duced by which exemption Jimits have been increased which will pro-
vide some incentive to increase production. While these changes are 
welcome, the Committee feel that these .are not enough, particularly 
if the impact of inflation since 1978 to date is taken into account. 
A basic re'ason why a small unit does not want to cross the 
maximum clearance limit entitled for tax concession is that 
the benefit to be derived therebv mav be more than counterbalanced 
by the excise duty to be paid. " Jn ;iew of this, the Committee feel 
that the proper solution would be to introduce slab system where 
small scale units should be subject to graded rates of duty i.e., upto 

g; 
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a limit there should be no duty and beyond that limit, goods should 
be subject to graduated rates of duty, the ne.l(t slab bearing a slightly 
higher rate of duty than the previous one. This would remove the 
existing propensity of small scale manufacturers to keep their pro-
duction within the exemnted limit and would help small scale sector 
to increase their production. In doing ~o, Govt. should ensure that 
the conceJssion is awaited of by ~mali sector only. 

!\{iu. of Finance (O('ptt. The Committee are surprised to note that although the scheme 
ofRevenw.~) for exemptionsiconcessioAal rate of duty has been in operation for 

a number of years, no study has been conducted by the Central Board ., 
of Excise and Customs to determine how far the scheme of exemp- a. 
tiontconcessions in the excise duty has contributed to the growth of 
small scale sector in the country and to what extent the objectives of 
the scheme have been achieved. \Vhat is even more surprising is that 
the office of the Development Commissioner of Small Scale Industries 
is not maintaining even such basic data as the number of small scale 
units closed dm:vn in each of the States in each of the last five years, 
number of persons employed in small sector in each State, etc. It 
is beyond comprehension how any concrete measures for the develop-
ment of small scale sector can be taken by the office of the Develop-
ment Commissioner of Small Scale Industries in the absence of such 
basic data relating to small scale industries. While it is true that it 
is the duty of the State Registering A~tthority to conduct periodical 

\ 



inspectiL'l.ns and keep on their registers only live and functioning units, 
it should not be difficult for the Development Commissioner of Small 
Scale Industries to collect information from State Governments and 
keep ai:-India figures about the number of units in small scale indus-
tries, production therein. number of units closed down in each State, 
number of persons employed in small scale units in each State. The 
Committee recommend that a comprehensive census of s:nall scale 
units in the country should be conducted at an early date· and com-
prehensive data about these units collected. Measures should also be 

. taken to collect periodical returns from States to ensure that the data 
is periodically updated. The Com!_11ittee further recommend that the 
Ministry of Finance (Department of Revenue) should in consultation 
with the office of the Development Commissioner of Small Scale In-
dustries. conduct an indc4Jth study to find out hmv far the present ~ 
schemes of exemptions 1concessions have been able to achieve· their 
obiectives and what changes are ne-cessary to make the schemes more 
effecti' :. This study is aH the more necessary in vie'.': nf the fact that 
any e\ .mptinn 'concessi0n involves loss of revenue to tl!e public ex-
clcque_- .which can be iustiflcd only if the objectives are achieved. 
The Committee' regret to note tktt the information pressed during 
evidence reg:trding proportion of duty paid by sma'l sc81e sector in 
total revenue has not been furnished. The Committee d~ire th~tt in 
the Annual Report of the Ministry of Finance the share of the small 
scaLe sector in regard to the productiPn of total gl'"~Olis and duty realis-
ed from them should be shm~·n scp~ratcly for specified goods nnd 
goods falling under T.I.68. • 

----------------~ -··-·- -----
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The Committee have been informed that in 198 L-82 fo:-
which the lata;t figures were mad~ available, there \vere 3.61 lakhs 
units in the small scale sector out of which 5.22 lakhs were register-
ed units and 4.39 lakhs unregistered units. However, no information 
has been collected as tJ how many of the registered and unregistered 
units hold excise licence. The Committee are surprised to note that 
althouga a registered unit is entitleJd to a number of concessions, duty 
exemptions etc., as many as 45 per cent of the vnits in the country 

._have not cared to get themselves re:gistere,-l This clearly shows that 
either the procedure for registration is cumbersome or the concessions 
offered to registered units are so unattractive that the small scale units 
do not care to get themselves registered. As the registration of smali 
scale units is essential for proper monitoring of the growth of . th~s-. ~ 

sector a~ well as to undertake any effective meac;ures for its develo~ 
ment. it is necessary that the maximum possible number of small SL- • !. 

units should be registereo and registration also made a preconditiv~l 
to grant of excise duty concessions. The Committee recommend that 
the reasons why units in the small scale sector are not getting them-
sd'.'e~ regis~ered should be looked into and remedial measures taken 
to ensure that the maximum number of units get themselves registered. 

----·--- -- -------~-
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LIST OF AUTHORISED AGENTS FOR THE SALE OF LOK SABHA 
SEf'Rl~t A..RIAT PUBLICATIONS 

S. 
No. 
~~--~--~- ---~--~------~- --~--------

BIHAR 

1. MJ>:. Crown Book DE·pot, 
Upper Bazar, Ranc:hJ 
<Bihar). 

GUJARAT 

·• Tht> Nc\\' order Book 
Cumpany. Ellis Bridgp_ 
/\ hn1c<l<~ bad- (i. 

JVJADHYA PHADESH 

:~. MnclPrn Book House, 
Shi\' Vilo:; Palat·P.. 
I ndurl' Cit:>. 

M i\ 1 IAI1ASHTR:\ 

4. M/s Sunderdas Gian Chand 
HOI. Girgaum Road, 
."lear Princess Street. 
Bornbay-:2. 

5 Tlw lntcrnation<J! Book Scn·ic(• 
Dec-an Gymkll:.ma, 
PooJw-4 

C Thp Current Book Huu~c. 
Marut i Lane, 
Haghunath Dadu,ii Street 
Bombay-L 

I. M/s U~ha Book Depot, 
Law Book Seller and 
Publishers' Agents G0\·1. 
Puf-,Jic;ltion;;;, 
:i(!;i, China Bazar. 
Khan Huuq., Bomba\·-:! 

B. M&J Services. Publish0rs. 
RE'presentative Accounts 
& LJw Book S{•ller. 
Mohan Kun.i. Ground Fie•• ·r, 
fiB, .lyu1iha Fu<'l(' h'oad, 
Nalgauru Dadar. Bombay-14. 

9. Subscl'ibers Subscription 
Services India, 
21. Raghunath Dadaji St. 
2nd Floor, Bombay-1. ' 

TAMIL NADU 
10. The Muna~er, M. M Subscription 

Ag~ncies. 

No. 2, 1st LDy Out 
Sivan::mdo Colon:-·, 
r~oim batore-641 012. 

t;T1 -R PBADESH 

; 1. Lav..· Publisher:o;. 
Sardar Patel ::'11arg, 
P.B. :\o li. 
Allak,i,dd 1.: I·. 

WEST BE:'\JGAL 

l:-~ J\'lrs. ;\1anitn<:1l:-t 
H uy~ and SL· lb. 
1 :!:;. Bow R:,, 11 Street. 
C:.dcutl:J-1 :.!. 

DELHI 

I:). Jain Book Agenc:-·. 
Connaught Place. 
I\e\\' Delhi. 

14 .. J. M . .fain & Bro1l1t-r, 
Moll Gate. Ddhi. 

1:; Oxtorcl Dool~ & SLt j,)flery Co., 
ScinJ.i~t Hull'(', 
Connaught Pbce, 
:"few Ddhi-L 

Hi. Bor·kwel] 4. S:.mt :\irankari 
Colony. 
Kin£;s\\'a~· Camp_ Delhi-9. 

I";. The C'cntr~tl :\' ews Agency, 
23/~10, Conn:wght Pl:Jce. 
2\'t'\\' Dr·llli. 

I" .ll \I· o' H:t!C'Ildl':l Bn• l~ ,\,~t.'Ll.T, 

IV -D/.'i9. ~V -D/50. LajpQt 
:--J:1gar. Old Double Storey, 
Dt·lhi-1100~4. 

19. M/s Ashoka Book Agf'ncv, 
BH-B2. Poon·i Shalimar 
Bngh, Delhi-110033. 

:!0. V <'!His Enterprises. 
B-2/35. Phase-!I, 
Ashok Vihar, 
Delhi. 
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