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INTRODUCTION 

I, the Chainnan of Estimates Committee having been authorised by 
the Committee to subm1.t the Report on their behalf, present this Twenty-
third Report on the Ministry of Commerce-Export Promotion. 

2. The Committee took evidence of the representatives of the Ministry 
of Commerce (Department of Commerce) on 17, 19, 21 December, 1981. 
The Committee wish to express their thanks to the officers of the Ministry 
for placin,g before them the material and information which they desired 
in connection with the examination of the subject and giving evidence 
before the Committee. 

3. The Committee also ~ish to express their thanks to the ASliociated 
Chambers of Commerce and Industry of· India, Federation of Associations 
of Small Industries of India, All India Exporters Chamber, Federation of 
Indian Export Organisations and Professor P. N. Agarwala:, Indian Institute of 
Man.agep1ent, Bangalore for furnishing memoranda to the Committee and 
also for giving evidence and making valuable suggestions. 

4. The Committee a:lso wish to. express their thanks to a:ll other insti-
tutiom, alisociations, bodies and individua:ls who furnished memoranda on 
the ~ ubject to the Committee. 

5. The Report was considered and adopted by the Committee on 
16th March, 1982. 

6. For faciiity of reference the recommendations/observations of the 
Committee have been printed in thick type in the body of the Report. A 
summary of the recommendations/ollservations is appended to the Report. 

NEW DELHI: 

March la, 1982 
Phalguna 27, 1903(8). 

(v) 

S. B. P. PATTABIU RAMA RAO 
Chairman • 

Estimates Committee. 



Export Policy 

CHAPTER I 
EXPORT-POLICY AND PERFORMANCE 

During the seventies, Government treated the e~,.efIort as one of the 
highest national priorities. The Export Policy R,esolution of 1970 r~
nised that a steady increase in export ~ is dependent on the conti-
nuous development and expansion of export-:<>riented production. CoD.scious 
efforts vyere made to orient the industrial policy'tq:wards not only for meet-
~ tAe, ID.!erna1,requireJl1ents bptalso for c~~g~,th.e ris~ng demand for 
~r i~qusl1ial products 1D overs~s . market~ ,thiQ~ get:leratlon of expand-
ing suiplus~s of manufacturing products. The Resolution also provided 
~t exportable surpluses do not always. aris~ AUtomatiCany. Since export 
markets once lost can hardly be regained, a part of the production must 
always be made ava}lable· to eam needed foreign exchange through, if 
necessary, teni~rary. restrictions on home consumption. In order to 
encourage export· orientation of production, the investor must . have the 
assw~<;e ~hat: tltt! export policies. sb.~ll be Xe3SPn,aWy stable and that· pro-
ductiOlLfoJ{.exportSrwould .be advan!ai~S to~:producer .. Among the 
inadequacies of the existing infrastructure for exports, the Policy Resolu-
tion especiall~ emphasized .tbe augmentation. of shipping facilities. 

'., lof'm i~rms of the.Export Policy.Resolution, th~ . _Government's 
approCj.cb fo~ prol)).otion of exports has be~n ro.aiJ;Jly directed to the provi-
sion of facilitieS for export production, provision of incentives like cash 
compensatory support, grant of import replenishment licences to exporters 
and i~ovement in the export services. '.' ! . , 

In July, 1963, Government of India constituted a MIDtet Development 
Fund fpc' financing schemes and projects for the development of foreign 
markets for Indian products, and commodities. Over the years, the opera-
tions of the Fund have been considerably expanded to cover the activitieS 
like Market research. export publieity, grants to EPQetc. 

. . 1.3 The Schemes of export assistance and export incentives were 
extended and improved upon during the last few years. These include:-

I. Cash Assistance Scheme. 
n. Import Replenishment Scheme. 

III. Duty- Drawback Scheme. 
IV. Tax Concession Scheme for selected type of expenditure for 

market development abroad. 
v. Exemption from sales tax for, sale. abroad. 

VI. Provision of finance for exports for short, medium and long-
terms from banks at better terms than for domestic activities'. 

VTI. Provision for raw materials iBcluding indigenously available 
raw materials at international prices and the provision for 
export credit insurance at relatively cheaper rates. 

1 



1.4 The indirect package of incentives included pnonty for indu~triat 
licences, capital goods-licences and foreign collaboration approvals for 
export-oriented industries, priority in the allotment of railway wagons, prio-
rity for foreign exchange allocation for trips abroad for export promotion 
and services available from institutions specially created and charged with 
the responsibility of development and promotion of exports such as the 
Export Promotion Councils, Commodity Boards Trade Development Autho-
rity, Indian Institute of Packaging, Indian Institute of Foreign Trade, 
Export Houses and the newly created trading houses. 

1.5 In addition to the above measures, the policy of imposing export 
obligation on all units in selected industries deemed to have sufficient 
export potential, has' kept some pressure on the units subjects to export-
obligation to develop export markets for their products. -

1.~ Government also directly supported development of new non-
traditional exports such as export of capital goods en deferred payment 
terms, establishmen,t of joint ventures abroad, supporting export of consul~ 
tancy services, encouragement to Indian e~porters undertaking turnkey pr0-
jects abroad and, setting up export-<>riented ventures in Free Trade Zones 
like Kandla and Santa Cruz and expansion of such units in the hinterland. 

1.7 Government has also negotiated trad~ agreements with a number 
of foreign countries, canalisation of exports through STC and other similar 
bodies and strengthening of our commercial offices abroad. 

1.8 According to the Ministry, the Govemment'sconcerted efforts at 
plaJUled economic development Ptrough industrialisation with emphasis o~ 
creatiOn of an adequate pace for the capital goods sector during the second 
and third Five Year Plans, along with the emphasis placed on encouraging 
inlport substitution, contributed in a large measure to make it technically 
feasible for India to venture into the exports of non-traditional goods and 
thereby changing the structure of exports in terms of commodity composi-
tion during the decade of seventies. 

1.9 During the 10 years 1969-1979, exports expanded at a compound 
annual rate of about 16% in value terms and over 7% in real terms. The 
increase in the rate of growth in exports during this period was also marked 
by a substantial diversification both in terms of commodities and destina7" 
tions. A large number of new items from' the agricultural and manufac-, 
turing sectors, projects exports and export of both consultancy and other 
services have contributed towards exports expansion. 
Trends in Foreign Trade 

1.10 The following table shows the country's overall exports, importS' 
and balance of trade for the last 10 years : 
Year Exports Growth Imports Growth Balance 

rate of Trade 
1971-72 1608·82 +4·8 1824·54 +11·6 -215 ·72 
1972-73 1970·73 +22·5 1867·44 +2'4 +103-39 
1973-74 2523·40 +28·0 2955·37 +50'3 -431·97 
1974-75 3328·83 +31 ·9 4518·78 +52:9 -1189 ·95 
1975-76 4042'25 +21 ·4 5265 ·20 +16'5 -1222'95 
1976-77 5142·25 +27'4 5073·79 -3'6 +68 ·45 
1977-78 5404·26 +5 ·1 6025 ·29 +18 ·8 -621 ·03 
1978-79 .'-. 5726 ·26 +6·0 »6814'30 +13'1 -1088·04 
1979-80 6458·76 +12'8 9021·75 +32'4 -2562·99 
198()'81 6710·64 +3'9 12500·94 +38'6 -5790 ·30 



1.11 Two statements showmg the country's principal export and import 
items are given in Appendix I & II, An analysis of the trend shows> that 
during 1973-74 to 1976-77 India's exports registered high rates of growth 
ranging from 2l.4% to 3l.9 per cent. The annual growth rate of exports 
during the period oi 4 years ending 1 r.n 6-77 a veragoo as high as 27.4 per 
cent. The subsequent years, by and large were marked by deceleration in 
the growth of exports. The growth rate· of exports was only 5.1 per cent 
in 1977-78, 6.0 per cent in 1978-79, 12.8 per cent in 1979-80 and 3.9% 
in 19&0-81. . 

1.12 High growth rates of exports during 1973-74 to 1976-77 were 
attributed by the Ministry of Commerce to various international and 
domestic factors vitz:. (i) international commodity boom in 1974 in the wake 
of first oil price hike, improving the relative profitability of export sales vis-a-
vis home sales; (ii) depreciation in Jhe value of rupee vis-a-vis US $ im-
proving the Competitive strength of Indian exporters; (iii) opening of new 
markets especially in West Asian region and the expanded ECM; (iv) the 
better capacity utilisation of investments in domestic industries and expan-
siOIi. of production capacity in certain sectors coupled with slow growth of 
demand at home thereby generating larger surpluses for exports; (v) rela-
tive price stability in India and (vi) policy measures adopted by Govern-
ment to stimulate export promotion and exports. 

1.13 According to the MiD.istry, the deceleration in the growth of exports 
following 1976-77 was contributed by various factors. Although the 
external factors like recessionary situation in global economy, protectionist 
meaaures persued by certain advanced countries for some products from 
developing countries and fall in the value of dollar, had some adverse effect 
on the growth of India's exports, it was mostly the domestic constraints that 
have come in the way of larger exports. Shortage of power, coal and 
certain basic raw-ma!erials (steel, aluminium etc.), rising prices, domestic 
demand, drought conditions in many parts of the country transport and 
shipping difficulties, industrial unrest and congestion at ports have been the 
major constraints for both larger production and exports. 

1.14 The Ministry have added that "the year 1980 has been a very 
difiicult year for the international economy and world trade. There was a 
marked slow down in world trade with further acceleration in global infla-
tion, instability in international money market and protectionist tenden-
cies which caused sharp adverse movements in the terms of trade of deve.-
loping countries like India. So far as the domestic economy is concerned, 
through deliberate and bold policy measures, the economy has now started 
looking up. Since the later part of 1980, there has been considerable 
improvement in the working of infrastructural industries such as coal. 
power, steel etc. Ouring the year 1980-81, agricultural production is 
expected to increase by as much as 19 per cent, industrial production by 
about 4 per cent and GNP in real terms may grow up by 6.5 per cent. 
Due t~ a. series of export promotion measures taken in the course of a year 
or so It IS hoped that exports would show significant increase in the near 
future". 

India's share in world exports 

1.15 The share of India in world exports has been showing a percepti-
ble decline. ~ver the past three decades. In the early years of Indepen-
dence, IndIa s share of world trade was 2.4% which was in keeping with 
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h~r share of glob;il physical resources. Even in the' Sixties, the coun1rY'!> 
share in world trade was 1.2%. This has been coming down and it IlOW 
.stands at just around 0.440/9. 

1.16 During' eVidence the CoDUnittee pOinted out that the country is 
facing severe adverse balance of trade position and fall in its share in World 
trade in spite of the Government's elaborate export promotional measures, 
like extension of incentivClS. concessi~, creation of a host of organisations 
fOT dealing with export promotion aspects and above all extending monetary 
assistance in the form of cash compensatory support and. draw back. ' , 

1.11 The Commerce Secretary stated (December, 1981) that through 
the country's share in world trade has been declining .. the situation is not 
rt:lil1y so' bad as the figures indicate". He pointed out ~hatthe counky's 
exports have increased from Rs. 733 crores in 1951 to Rs. 6710 crorlil/ in 
1980-81. In fact during the decade 1971-81 exports jumped by 2t times. 
He also informed the Committee that 'while in 1960-61 our exports was 
4.7% of GNP, today it is 6.6% of the GNP". rr,· 

1.18 The COnUnerce Secretary also stated that'there is,~ generaf'slo~ 
~own in the growth of world trade. 'Thegro:wth rare iri world trade ",bleh was '6% per annum till 1979, has come down to 1.5% in 1980. If the oil 
element in world trade is excluded, our share in world trade would increuc 
from 0.44% to·{).65%. ',1 

~~pJ~~~.;:~~ ~~~ tht~~e~';~c&tC~,~~~~n;~e~k~~~~~ 
primar'y' ,producl$! but)n)98.o thesbarp' of pri~qr, . .wopU'cts' 'came' <1~11 
t(> .. 3.~ .. %" Sim~arl. y, ,the manufacture(! 8009s, which., co~Ptuted 45%,,; o.r 
o{)m5. ~P'?rt~ earh~r, ,now account~ .for~~.%. of OU~ ,exports .. Tl,le valUC;,~f 
engm~nng, goOds export alone was s1iWtl~, aboye :~s. 900crores d1p:ing 
1980-81. He add~ that 'I am not trymg to run ,away from the fact that 
(!ec1ine is there from 2 % to 0.44 % . But looking at the value of ...exports 
eaeh year and the increase in the share of exports in the country's GNP, it 
would be found that we have done fairly well". lie further added that 
"India must make greater efforts so that at least we can go up to 'a decent 
percentage of 0.67, if not 1 per cent of tbe world trade". 
Balance of trade . 

, . 1.20 In spite of the -growth in the volume of exports, the coutltry has 
been . facing adverse balance of trade. The position further detenorated 
during the seventies as can be seen below: - . , 
'Year 

1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
19n-78 
1978-79 
1979-80 
]980-81 

• 
Balance of Trade 

-99·04 
:"'215 ·72 
+i03 ·39 
-431 '97 

-1189 ·95 
-1222·95 

+68 ·46 
-621·03 

-1088 ·04 
-2562-99 
-5790-30 
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1.21 Throughout the last decade, excepting the years 19.72,..73 '."'~d 
1976-77, the country had adverse balance of trade. The defiCit of f~,etgn 
trade has however shown a sharp increase in the course of last 4 years 
which according to the Ministry is du!!- to disPT?portionate rise in. ~s 
in relation to growth of exports. WhIle .do~estJc and external c?Dstt.;amts 
like drought, shortage of power and baSIC mputs, global reces~loll.. ~d 
growth· of protectionist tendencies abroad have had an a~verse !m~ ~n 
. the growth of exports, .ther.e has devel?ped a severed st.r~l1n on ImpOrt bill 
in the wake of steep nse m world pnces of POL,' fertiliser~, etc. ResuJ-
tvntly, the deficit of foreign trade which amounted to Rs. 1088 crares in 
1978-79, increased sharply to Rs. 5535 crares in 1980-81. 

" 
] .22 During evidence the O>mmerce Secretary attributed the deficit in 

. the balance of trade to the steep rise in the value of POL imports. The 
value of POL imports during the last decade is given below ;-

Year. 

1971-72 
~972-73 
19,7}-J4 .. 
1974-75 
1,~JH,6 
1976-n' 
1917-18 
1978-79 
1979~80 
1980-81 

'. 

: t I I, 

Value (1,{s. in crores) 

193 
207 
540 (first oil price shock) 
n12 (second oil price shock) 
1256 
1424 
1551 
1681 
3269 (third oil price shock) 
5254 (fourth oil price shock) 

._ . , : _ I, .• '. • ~r~£. .. 0,. 

1.23 Asked how Government proposed to bndge the yawrung gap 
betweerr. ilie imports :and' exports, Commerce Secretary' stated tbat' "instead 
of saying that ~he ga~ canJ)e clo~ed we should ce~a!nly try to n¥1"~ ~e 
gap". To achieve thiS object, he added, the Mirustry of Commert:e IS 
adopting a three pronged approach namely (i) to improve productioB base 
(ii) to curtai!·itnpGfts--{iii} to .increase exports. 

1.24 To .increase production base, the Government is giving a number 
(If' facilities like permissian to import technology raw materials wherever 
required, taxhblidays· etc. On the import side, the Ministry is trying to see 
that in all those areas wher~ indigenous products are available, the i,utport 
policy is framed in such a way that the local products are made use of. 
The ComJ;llerce Secretary added that "If you look into the import bilt the 
emphasis is on absolutely essential things. For instance 3Fs-Fuet,Iood 
and fert~ers-these are the three things which account for the maximum 
of our import bill. We have restricted imports to only those areas which 
are absolutely essential and where we cannot deny ourselves. 

Import Substitution 

,> 1-75 Th~ cC?untry's t!a4e deficit has been increasingy~r .aftec, "ear. 
The trade <k1lcI.tfor'the year 1980-81 was estiI:nated at Rs_. 5790 crm:es. 
Qne of Q.1e wa.Y!i-for requcing the trade, deficit is to reduce 'imports: ·tn.~is 
regard tHe 'Mihlstry l1as stated that, "our import bill is largely inelastic" and 
there is not much elbow room it1 reducing imports. More than 60 per cent 



of the imports in 1979-80 comprised of fertilisers, petroleum, animal and 
vegetable oils and metals on which no reduction is possible. Machinery 
and transport equipment accounted for about 15 per cent of the import hill. 
Moreover a predominantly large part of our imports take place directly by 
the Government or through public sector canalising agencies and the resi-
duary private imports are regulated through a comprehensive system of 
import licensing. Lastly raw materials and intermediate products which 
accounted for 71 per cent of the import bill in 1979-80, are absolutely 
necessary for efficient utilisation of domestic capacity and exports." 

1.26 The Committee have received a number of suggestions that the 
import bill can be reduced by 10 to 15 % . A leading chamber of com-
merce has pointed out that, "we are importing at present a number of 
items like cement, caustic soda, soda ash, fertilisers, paper, P.V.C., edible 
oils etc. which can be produced within the co~ntry even at lower cost. 
In many of these industries there is sizeable unutilised capacity." 

1.27 A study made by the Indian Institute of Foreign Tmde recently 
(1981) has also recalled that, "Scope for further import substitution exists-
in a number of industries, especially in dyes and dyestuffs, paints and var-
nisbea and machinery, electrical and non-electrica1". 

1.28 During evidence, Commerce Secretary stated that he was entirely 
in agreement with the approach that the country must take to import sllbsti-
tution and improve the capacity of our industries. He added that the 
record of our country in this regard is "absolutely outstanding". The per-
centage of imports to total industrial output, which was 22.1 % in 1963-61 
declined to 12% in 1965-66, 8.6% in 1970-71, 6.4% in 1975-76 and it 
was 6.3% in 1981. 

1.29 According to him as a result of import substitution efforts made-
by the Government the dependence on imports has been reduced to a 
considerable extent, as can be seen from the following statement :-
Share of Imports of Selected Commodities in Total Estimated SU'Pplies. 

(a) Total estimated· supplies (in 1000 tonnes) 
(b) Percentage of imports to total estimated supplies. 

SI. No. Commodity 1955-56 1977-18 

1. Iron & Steel (a) 2162 5406, 
(b) (39 ·9) (1 .1) 

2. Aluminium (a) 23·5 132 '1' 
(b) (63 '5) (2'0) 

3. Soda Ash. (a) 154 573 
(b) (62 '5) (Neg.)" 

4. Caustic Soda (a) .96 573 
(b) (62 '5) (Neg.) 

5. Paper & Paper Board . (a) 260 983 
(b) (26 ·9) (1 '8) 

1.30 The witness also added that the Ministry of Industry had set up 
an export committ~Im.port substitution committee (1979) to consider 
further scope for import substitution. This committee has submitted its 
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report" an empowered committee is processing the recommendation of 
the expert committee. 

At the instance of the Committee, the Ministry furnished the following 
details of the steps taken by the Government towards self-reliance. 
Management of country's foreign trade in the post-independence period has 
been marked by a vigorous drive towards achievement of import substitu-
tion in basic commodities like foodgrains, iron and steel, fertilisers, petr0-
leum, etc. Considerable progress was achieved towards this objective 
<luring the first Four Five Year Plans. 

1.31 The Fifth Five Year Plan laid, special emphasis on attainment of 
self-reliance in areas of food, et;lergy and critical intermediates. The Fifth 
Plan sought to achieve rapid import substitution in the areas of food, ferti-
lisers and POL through planned investments: As regards machinery, 
equipment and other industrial inputs, the Plan envis~ed a strate~ of 
selective import substitution. In the case of energy, unport substitution 
hlts been pursued by an intensified programme of oil exploration and 
increased use of domestic coal and hydro-electric potentia1. In the field of 
steel, and fertilizers, it is being realised through increased capacity utilisa-
tion and capacity expansion. 

1 .32 Since Independence, India's exports have been increasing year ·after 
year. The country's exports increased from a mere Rs. 733 crores in 1951 
to Rs. 6710 crores in 1980-81. During the ten year, period of 1969-79 exports 
expanded at an aDDual compound rate of 16% in value terms and·over 7?{, in 
real terms. Inspite of this impressive increase, the country has been baving 
adverse balance of trade except during the years 1972-73 and 1976-77. The 
trade gap in 1980-81 was as high as Rs. 5790 crores~ Also, India's share in 
world trade which was 2·4 % in the early years of independence declined to 
1 ·2 % in the sixties and it now stands around 0 ·44 %. If oil element in world 
trade is excluded, India's share in world trade wiJ) be 0 ·65~~. According 
to the Ministry adverse trade balance and decline in the country's share in world 
trade were mainly due to the phenomenal increase in the value of POL products, 
fertilisers etc. Commerce Secretary, however, claimed in evidence (Dec. 
1981) before the Committee that India had done fairly wen in exports. In 
support of this claim, he stated that, while in 1960-61 tbe country's exports 
accounted for 4 '7% of the G~P, this bad now risen to 6·6%. 

1·33 There caDDot be two opinions on the three-pronged strategy adopted 
by the Government, namely, improving production base, curtailing imports and 
boosting expo"ts. In fact there is no other c01m1e open to tbe government. 
But if the foreign trade deficit has to be eliminated or even minimised, the 
government wiJ) have to pursue this strategy vigorously and show concrete 
results in tbe form of progressive reduction the gap between imports and 
exports. . 

1 ·34 Tbe:Committee take note of the Commerce Secretary's observation 
tbat India must make greater efforts to raise exports to a "decent percentage of 
o ·67, if not 1 per cent, of the world trade." The Committee hope that the 
Ministry would Dot spare any effort to realise the goal of capturing 1 % of world 
trade in tbe shortest possible time (SI. No.1) . 

1·351 Though Government bas taken various steps to boost exports (whidl 
the Committee have dealt with later in tbis Report) and to reduce imports, 



the Committee cannot but take note of the fact that the conntry has been having 
adverse balance of trade for a long time and that if the past is any guide the 
possibility of the adverse trade balance continuing in the foreseeable future 
c .... ot be ruled out. 

From the statistics of imports and exports furnished by the Committee, 
the Committee find that import of POL (petroleum products etc.) is not the only 
(.,;tor responsible for adverse balance of trade. hi 1976-77, when POL 
ilQports wereof the value of Rs. 1424 crores, the coUntry still had a favourable 
bal~ce of Rs. 68 crores. But in 1980-81, the adverse b.alance of trade was 
aboutRs. 530 crores more than the value of POL imports (Rs. 5254 crores). 
This shows that even other imports (excluding POL impOrts) had outstripped 
exports iii that year. This is disappointing. "So wng as exports 'do not match 
total imports, no non-essential item should be Illlowed to be imported and this 
b ... · sboul4 be strictly enforced. 

"I ;36' 'The CO'Jiimittee would like that the lists of items imported during 
19so,sl, and 1981:-,82. ~ould, be cr4ically stQdjed ~y' asmall.group ,of expel:t~ 
dr!WnJr0Dl the~~nce.m~, M~trieS. wit1t a v~ew, to icl~n~m thQ~ items ~J»cti. 
OJ t.heir op~on, were notab$o,hitely e~ntiano)e imported •. The ,Co~ttee 
w,~U1~' als~Jike th,aJth~ res~t~ :oOhe Sttidy shoQltl' be co~~a~oo t,o jhem 
witliiD 6 months. The Committee expect tliat ti1-e ~~ffY . ~m >levie,( tt,l; 
illlfOrt policy in the light of the study and take' remedial" measUres' without 
deI~ .. , (SI. No.2). 

',-t 
''1'37 The Committee are glad to note that the management of country's 

f8l'eign trad~ in th~, pos~-independence period bas been m.a~ked by. a vig{)rous 
d9!e ,~owar~ a~h~evewent of imJtOrt SUbs~tutio~ and as a reslllt of variq~ 
j~rl 'Slibsfltution ,measures taken by ~orerDOlent, the country's depe~~n~~ 
oD, ~rts in res~~t of a large ~un1lJer of prQducts. has come do~n,.considera~b" 
F~'e~8JDPle" the. percentage of Imports t,o total estamated supplies ID th.eco~ry 
i •. tbtf tilse of iron and steel has come dow~ from 39 ·9 % in 1955-56 to 1 ·1 % 
ill. 1977-78; in the case of aluminium it has comedown from 63 ;5% to 2% 
dm,:hig tbe saine periOd. The ~rcentage of imports to total industrial output 
w,»ch was 22 '1 % in 1960-61 has come down to 6·3 ~~ in 1981. It is undoubtedly 
a' Creditable achievement. But the ~on-official agencies ar,e. of the view that tbe 
import bill can .be still further reduced by stepping up production within the . 
comatry of a number items like cement, canstic soda, soda ash, fertilizers, paper, 
PVC,edible oils, etc. which are at present being imported. A study team of the 
Iaman bastitute of Foreign Trade (1981) has also opined that there is coasider-
able ~ope for further imJtOrt substitution in a number of industries especially 
in ay~ and dye stuffs, paints and varnish, machinery, electrical. and Don-electri-
cal ~t.enls. The Committee have been 'informed that the Ministry of IndMtry 
had set up an expert committee on import substitution in 1979 which has already 
salJioitted its report. Its report is being processed by an empowered committee • 

. t·38 Import substitution has played a very valuable role in the past in the 
country's march towards self-reliance. The Committee urge the Government 
to see that there is no let up in the pursuit of this objective in the future.. What-eYer, Can be produced i., the country to avoid imports should be produced and no 
e." should be spared by Government to enc()urage and assist industries in 
~ QP and expandilig' capacities for prOduction of items· which have to'be 
i..,i1ed at present.·· 'It will be a IUltionalwaste if. any production cap2lcity 
aIr~dy existing in respect of such items is allowed to remain wiutiIised for any 
r~!. CSt No.3). 



1.39 The Committee trust that the latest report of the Import SubstitntioB 
committee would be processed expeditiously and follow-up action taken with-
(Jat delay to minimise dependence on imports and close the trade gap. 
(SI: No.4). " ., . . 

'c , ! ~ 

Tarldon Committee on Export Strategy 

1 AO Government of India appointed an expert committee under the 
chairmanship of Shri Prakash Tandon to make an in-depth study of the 
expert strategy-1980's 1:.Q be adopted by the government. This committee 
on' Export Strategy-:-1980's submitted its final report in January 1981. 
Asked about the action taken on this commit~'s report, the MinistrY s~t¢ 
that based on the interim report of the committee, Government bad 
taken certain mea,sures to promote exports. The Ministry also stated (Dec. 
1981) that,"after submission of the final report early this year, an Em-
powered committee of SecretaX!-es wa~ set. up to ex~e ;the recommen~
tions. The Empowered, commIttee will shortly consiqefthe~e recotpn;tend;t-
tions. The recommendations of the Tandon Committ;ee are, howev~r.J(ept 
in view in reviewIDg all poli~y ma~tcrs,relating to eJW~rts." . ''-

1.41 Asked about the reasons for- delay in takiJig' final a¢on on this 
report, Commerce Secretary stated. during evidence that, "the report Was 
given in January 1981 and in March 1981 the Empowered Committee was 
set up. This Committee constituted a working group and that group hold 
4 meetings in.M~y, June, July and August. They have completed their 
deliberations andsubmitfed their report on 24th October. By Match 1982, 
we win be ready wi~h, the report." . , 

Export Policy Resolution & National Export Plan 

1.42 The Export Policy resolution was passed by the Parliament in 
1970. Since then a number of changes have taken place in the arena of 
int~tional tra~e.~ The Tandon Com~ttee on export strategy 1980's 
reVIewed the posItiOn and recommended that a new export policy resolu-
tion should be adopted. This committee also spelt out broad guidelines 
for incorporation in the new export policy resolution. The proposal is 
under the cOllsideration of the Empowered Committee. . 

1.43 The Tandon Committee also recommended that a detailed threc-
year base National Export Plan phased down to a oue year period, stating 
the objectives, constraints, assistance needed etc, should be prepared. 
There should be a catefulplanning of production capacities required to 
create the needed export surpluses and of inputs of raw materia{s and ser-
vices required to ensure the planned exports. The National Export Plan 
should also .specify the nati?~al cost of net ~~ of foreign exchange.i1l 
each group m terms of SubSIdIes and cost of mcentives and cost of imports 
and inputs and technology. " 

1.44 Asked about the action taken by the Ministry on these recommen-
dations, Commerce Secretary replied that the Tandon committee's recom-
menda~~ for formulation of an. export plan waS examined by a gro~p W 
the . MImstry of Commerce and It was felt that the empowered committee 
of tbe Secretaries examining the Tandon committee's recommenc:Jatioos' - . -'. ,-.' .::. \ 
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should take a final decision on this. The witness added that "for the present 
there is no such thing as national plan. The plan as we have worked out, 
really approximates to the national plan which Mr. Tandon has suggested. 
What we do is, we take our basic inspiration in regard to targetisation and 
making of the national plan for export from the Five-Year Plan i.tself. The 
Five Year Plan indeed is a development plan and does not go into details 
of export. But in each of the major areas of production, the Five-Year Plan 
lays down a certain percentage of production which has to be set aside for 
export purposes. From this particular point, the MinistrY starts, or the 
Divisions in the Ministry start, taking a view to finalise the national plan 
or the yearly target for exports. These yearly targets are made on the 
basis of two things. One, the basic figures which have been given by the 
Plan; and two, a nine per cent increase which has been suggested by the 
Plan. This is from the Five-Year Plan. Then we get the reactions from 
the Export Promotion Councils who are in this particular work--they work 
on the figures of achievements of the past and projections for the future. 
Then, we hold inter-ministerial mee~ings in respect of those commodities 
where production responsibility is with other IlliRistries. After that we 
entrust this to the Task Force, this particular task force tries to work out 
the figure. Basically this figure becomes the national target." 

1.45 The Tandon Committee on export strategy-1980's was set up in 
January, 1979. It gave its final report in January, 1981. The Tandon Com-
mittee has made a number of important recommendations, notable among them 
being formulation of a national export plan and adoption of a new export policy 
resolution by the Parliament. The Ministry of Commerce set up an empowered 
committee of Secretaries to examine the recommendations made by the Tandon 
committee. According to the Commerce Secretary this empowered committee 
will conclude its examination by March, 1982. 

1.46 The Committee find that at present there is no system of formulating 
any well considered "national export plan".· All that is done at present is that 
national export targets are arrived at every year in the light of the basic figures 
given in the National Five-Year Plan after taking into consideration the growth 
rate as suggested in the national plan. The Committee feel that mere targets 
unsupported by ways and means of achieving the targets will not help. A 
comprehensive national export plan spelling out not only the objectives but also 
the means of achieving objectives at optimum costs with maximum advantage 
with yearly breakdown of targets to fit in with the overall strategy of National 
Five Year Plan is necessary for achieving the targeted growth rate in exports. 
They would like the Goverument to take a quick decision on this particular 
recommendation. (SI. No. 5). 

1.47 The Committee feel that already too long a time has been taken by 
the Goverument to process and take a final decision on the recommendations 
of the Tandon Committee. The Committee would like to caution the Govern-
ment that unless final view on the Tandon Committee report is taken expediti-
ously and their recommendations are implemented with a sense of urgency, a 
considerable part of 198Os, for which the export strategy is being worked out, 
might already be over before the action plan on the export strategy for 1980's 
gets going. They hope that the Ministry will lose no time after the receipt of 
the Empowered Committee's report to initiate follow-up action on the Tandon 
Committee's recommendations. (Sl. No. 6) 
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Changes made in Export Policy 
1.48 The Export Policy is announced annually on 1st April in the form 

of Export Policy Book. Amendments subsequent to the' annual announce-
ment of the policy are notified in the Gazette of India, Extraordinary, in 
the form of Export Trade Control Amendment Order and! or Public Notice. 

1.49 According to a leading chamber of Commerce "our export policy 
continues to have a "Switch-on-Switch-OO" approach. Sometimes export 
of certain items is allowed but at times these are abruptly banned or dis-
continued without realising that exportation is a brutally competitive busi- . 
ness. Overseas markets are cultivated over a period of time with sustained 
efforts, involving huge cost and energy. Sudden disruption in supply not 
only makes foreign buyers to take up for other sources of supply but affects 
the credibility of Indian exporters at large. A market once lost is djficult 
to regain. It is, therefore, essential that we must have a stable policy to 
enable entrepreneurs and exporters to take a long term views." 

1.50 Even the Alexander Committee on Import and Export Policies 
and Procedures (1978) recommended that the Export Policy should be 
stable for a period of 3 years. This recommendation, was not accepted by 
the Government. 

1.51 The Ministry have informed the C0mmittee that during the last 3 
years (1978-79) to (1980-81) the Export Policy was modified 45 times. 
Asked about the reasons for effecting so many modifications and for not 
accepting the recommendations of the Alexandar Committee (1978) for 
keeping the Export Policy stable, Commerce Secretary stated during 
evidence that : 

"This particular suggestion of the Alexandar Committee is certainly 
acceptable and, in principle, we have adopted it. To say that the 
entire export and import policy of the Government of India is 
based on 'switch-on' and 'switch off' is not correct. If you look 
at the mid-year changes which are made, they are not so alarming, 
as is suggested. I will explain the reasons for the change. Our 
plantation and agricultural products are still not immune to 
weather changes. So, the cyclical changes do come into play 
and make it impossible for us to give either a green or red signal 
for all time to come. For example, sugar. We have committed 
for export but we found that it was not available." 

1.52 Explaining the nature of changes made in the Export Policy, the 
Chief Controller of Imports and Exports stated thalt : 

"These changes relate to small individual changes on items where there 
is either the introduction of a quota or ceiling or the quota or' 
ceiIlng is changed. There are not major policy chmges: But 
within the policy framework in respect of agricultural items 
sometimes we have to take a revised view.'" 

He added that : 
"99% of the exports are not under any form of control. Even the 
changes made are for items under some ceiling or some Quota 

restriction. For all others, the export is freely allowed. We have 
O.G.L. for exports and in almost all items under O.G.L. for 
export, there is no uncertainty in the mind of exporters." 

2-1282 LSS/81 



12 

1.53 Commercial circles feel that our export Policy is DOt stable. It 
bas a 'Switch-on-switch-ofl" approach which is Dot in the coUDtry's interest. 
The Alexandar Committee on Import and Export Policies and Procedures 
(1978) had also recommended the Export Policy should be stable for a period of 
3 yeat's. The Ministry have stated that the Export Policy is allDOUllCed 
annually on lst April and subsequent amendments are notified through dte 
Gazette of India. During the 3 years (1978-79 to 1980-81), there were as many 
as 45 modifications which are stated to be small individual changes necessitated 
by introduction or modification of ceilings or quota restrictions in respective 
items. 

1.54 The Chief Controller of Imports and Exports told the Committee 
that these were not "major" policy changes. He, as well as Commerce Secre-
tary, however, admitted that within the policy framework in respect of agricultu-
ral items, like sugar, changes had become necessary due to weather conditions. 
99 % of the exports are not under any form of control and in respect of these 
items, there should be no uncertainty in the minds of exporters. Commerce 
Secretary clarified in evidence that A1exandar Committee's recommendations 
regarding stability in export policy "is certainly acceptable and, in particular, 
we have adopted it. " . 

1.55 From the aforesaid facts, it is clear that changes in export policy do 
take place rather frequently even if as stated by the Ministry, these may have 
been for reasons beyond the Government's control or even if these may not have 
been "major" changes. Anoual announcement of export policy, 45 mid-year 
modifications in the policy during three years and A1exandar Committee's 
CODcern over this matter all lend support to the feeling prevailing in commercial 
circles that our export policy has not been stable. The Committee would expect 
the Ministry to realise the imperative need for stable export policy, not merely 
in concept, but also in practice. (SI. No.7). 

Export Policy-Identification of Products for Exports 

1.56 The Primary object of the Government, according to the Ministry 
l~ "to promote exports to the maximum extent, but in such a manner that 
t~ economy of the country is not affected by unregulated exports of items 
essentially needed within the country. Export control is exercised in accord-
ance with the provisions of the exports (Control Order) 1977. Only items 
included in Schedule I of the Export (Control Orders 1977) are under con-
tro1. The social and economic objectives are also kept in view through 
such devices as fixation of quotas, canalisation, scrutiny by Task Force in 
regard to export~riented industrial units covered under the MR TP and 
FERA Acts and encouragement to exports through small scale industries". 

1.57 The Ministry have also informed the Committee that in order to 
ensure that the maximum benefit by way of profit and net foreign exchange 
earnings obtained, "the following instruments are adopted :-

(i) The general approach is that th:e value added should not be 
less than 25 per cellt for the purpose of granting import licences . 
for the purpose of exports, including eligibility for cash assist-
ance. However, there are exceptions where this has been re>-
laxed for other reasons such as to utilise available capacities, 
providing employment to skilled artisans, e.g., those engaged 
in cutting and polishing of diamonds and goldsmiths, etc. 
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(ii) The hundred per cent export oriented scheme provides for a 
minimum value addition of 20 percent. 

(iii) In the case of a number of commodities,minimum export 
price -is insisted upon ,before the exports are effected. 

(iv) Canalising agancies through which substantial exports are made 
keep this aspect in view of in promoting exports. 

158 Asked 'w~therthe Ministry or any other Government Organisa-
tion had identified the product whose exports are rt~ally profitable to the 
country i.e. those having the least domestic resources cost, the Ministry in-
formed the Committee that the "Ministry of Commerce has not undertaken 
any study of this type." The Ministry however, admitted that "while a 
more thorough assessment is considered necessary for exports to ensure that 
the exports are really meaningful it has been found difficult to undertake in-
depth studies of this type due to practical difficulties and limitations of the 
available data." , 

1.59 Asked to comment upon the need for a study to identify products 
for export which could bring in maximum 'net' foreign exchange and which 
would be most profitable to the national economy i.e. which would have 
the least domestic resource cost Commerce Secretary stated in evidence "it 
is true that we have not followed the principle of least domestic resource 
cosv to decide which items are to be exported. In the selection of commodi-
ties, we are concerned with two or three things the domestic need and the 
domestic socio-economic problems. For instance, if you go by the least 
domestic resources cost, quite a number of agricultural products should 
have been exported, but we do not do it. The policy is to export such items 
in such quantities which would not hurt the local econOmy . as such. We 
also take into consideration what is called value-added item and employ-
ment-oriented item and that is why we export leather, te:ll:ti1es, diamond, etc. 

1.60 "But during the last one decade, more and more studies are being 
mounted to find out the new items which India can produce and become 
competitive. Surely it is not identified in a scientific manner as suggested, 

. but we are moving towards such a conscious decision-making. Today if you 
ask whether it is done according to the rules of economics, supply and 
demand, price fluctuation etc., the answer is, no. But what we are doing 
is not totally uneconomic and rudderless." 

1.61 The Government's export Policy aims at Promoting exports to the 
maximum extent but in such a manner that the economy of the country is _not 
affected by unregulated exports of items essentially needed within the country. 
The Ministry of Commerce have informed the Committee that though 
studies have been made in the past to find' out 'items which 
can be produced in the country and become competitive in 
export market, no scientific study has been made to identify products 
the export of which could bring in maximum net· foreign exchange and 
which would have the least domestic resource cost and fje most profitable 
to the national economy. The Ministry has, however, admitted that a more 
thorough assessment is necessary to ensure that the exports are really 
meaningful but practical difficulties and limitatiens of .the .available data 
are stated to be standing in the way. The Committee feel that a systematic 
study should be nndertaken by Government through experts to identify ex-
port items which would bring in the maximUDl 'net' foreign exchange and be 
most advantageous to national economy. (SI. No. "8) 
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Unit value realisation of Exports 

.: ,1.62 From the information furnished by the Ministry, ,it has been' 
noticed that the unit-value realised by many Indian commodities has been 
declining year after year. This is more pronounced in the case of items like 
Tea, Coffee, Oil cakes, Cashew kernels, Sugar, Spices etc., as can be seen 
from the following table : ' 
Unit value realised by Select Indian PrOducts during 1977 .. 78 to 1979-80 

Items Unit 1977-78 1978-79 1979-80 
Rs. crores 

1. Tea Qty. M.Kg. 223·6 172·4 203'7 
Val. 569·69 340·46 367·84 
U.VI. 25·48 19·75 18·06 

2. Coffee . Qty. OOOT 58 ·0 66·0 61 ·8 
yal. 194·42 143·95 163 ·31 
U. Val. 33521 21811 26421 

3. Oil Cakes . Qty.OOOT 854·5 917 ·1 1034 ·0 
Val. 133 ·27 109·86 127·53 
U. Val. 1560 1198 1233 

4. Cashew kernels'. Qty.OOOT 40·4 27·0 38 ·0 
Val. 149·54 80·23 118 ·10 
U. Val. 37015 29715 31079 ,. Sugar Qty. OOOT 69·7 719·5 503·2 
Val. 19·47 131 ·00 115 ·2(} 
U. Val. 2793 1821 2289 

6. Spices Qty.OOOT 76·0 97·7 40·1 
Val. 137 ·09 147·93 149·36 
U. Val. 18038 15141 13566 

1.63 The Unit values realised by India and other competing countries 
in respect of sp~, sugar and feeding stuff for animals, to take a few items 
for comparison during 1978 were as follows:-

Market 

1 

U.S.A. 

U.K. 

U.S.A. 

U.K. 

Competing countries c.i.f. unit value of 
imports US Dollar! 
Metric Ton. 

2 3 

I-Spices 

Indonesia 2123 
Brazill 2212 
India !l 1914 
Singapore 2454 
Brazil 2012 
India 1581 

n-sugar 
Philippines ' 218 
Brazill 201 
Belgium 1 323 
India • 104 
Mauritius 398 
Netherlands 541 
India 44& 
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2 3 

m-FeecIiDg Stuff' for Aaim8Is 
U.K. U.S.A. 255 

Netherlands 223 
India 144 

France U.S.A. 230 
Brazil 214 
Belgium 249 
India 191 

Japan U.S.A. 178 
Argentina 215 
India 127 
Brazil 222 

Netherlands U.S.A. 144 
Brazil 166 
France 135 
India 101 

Singapore Bra7il 217 
India 795 
U.S.A. 1023 

1.64 While the unit value realised by India in the caSe of important 
primary products exported haS been declining year after year, the unit value 
of almost all the products imported by the country has increased manifold, 
as is seen from the following table :-

Unit value of Select Products imported by India during 1977-78 to 1979-80 

Commodities Unit 1977-78 1978-79 1979-80 
(Rs. in crores) 

1. Wheat •. Val." 122'49 86·92o..rl0S·S2: 
. Qty. OOOT SOB 289 335 
U. Val. 1125 2286 2517 

2. Cashew nuts (raw) Qty. OOOT 56 21 24 
Val. 17·98 9·16 19 -60 
U. Val. 3211 4362 4833 

3. Cotton raw Qty.OOOT 134 14 Neg). 
Val. 198·77 26'44 0·07 
U. Val. 14834 18886 

4. Fertilisers crude . Qty.OOOT 925 981 1167 
Val. 40'58 40'32 59·69 
U. Val. 439 411 511 

oS. Fixed vegetable oils & fats : 
(a) Palm oil Qty. L.Kg. 4601 3973 3289 

Val. 217·50 202'43 182'29 
U. Val. 4·73 5'10 5'54 

(b) Soyabean oil Qty. L.Kg. 3458 3506 2677 
Val. 196·60 181 ·69 175 ·31 
U. Val. 5'69 5·18 6'56 
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1.65 Asked about their views on the declining trend in the unit value, 
realised by our exports, the representative of a leading Chamber of Com-
merce stated during evidence that our products were losing their competitive 
edge as the quality of our products had not improved. In this regard the 
Commodity Boards ch;lI'ged witli the responsibility of production, develOp-
ment and export had not come upto the expectations. The marketing stra-
tegy by the Commodity Boards was also lacking. 

1.66 Explaining the reasons for the declining trend, in the unit-value 
realised by the country's primary products, the Commerce Secretary stated 
during evidence that the products from the, Third world "are losing their 
value in the international markets--in the markets which are in the develop-
ed world-Europe, America and others. This is because of certain prob-lems of trade which the developed countries are forcing on us." 

1.67 He added that the following factors had also continued to the 
1O'W-unit realisation :-

(i) A number of countries have emerged as suppliers of primary 
products. Consequently there is stiff competitions. 

(ii) Certain substitutes have also entered the market-(Iike in the 
case of jute, cotton textiles). 

1.68 The Commerce Secretary stated that the following steps should be 
ta"kert in order to improve the competitive edge:-

(i) Productivity must go up. 
(ii) Our plantation system should be modernised. 

~!~;. . (iii) Packaging should be improved. 
DOring evidence the Committee enquired whether the declining unit 

Value realisation could not be due to under-invoicing on the part of our 
exporters. The Commerce Secretary replied that such complaints were there. 

1.69 With a view to realising optimum foreign exchange in the inter-
national market and also to avoiding under-invoicing, Minimum Export 
Prices (MEP) are fixed by the Government. In such cases exporters are 
at liberty to export at any price higher than the MEP fixed. So far in 
respect of 22 products, MEP has been fixed. 

1.70 According to a non-official organisation, "inspite of this MEP 
obligation a large number of products are susceptible to depression of prices, 
via inter-se competition." The Commerce Secretary however informed the 
Committee during evidence that "the Port Customs authorities check 100% 
of these items. Very few under-invoicing cases have come to notice." 

1. 71 Asked about other steps taken to check under-invoicing, the Minis-
try stated that the Foreign Exchange Regulations Act, 1973, Customs Act, 
1962 and Export (Control) Order. 1977 had vested adequate powers 
with the Governmen:t to curb under-invoicing and to take legal action against 
the offenders. 

1.72 In a written statement given after the evidence, the Ministry stated 
that "54 complaints were received by the Enforcement Directorate about 
under-invoicing of exports during the last 3 years. On the basis of these 
complaints, investigations were started in all these cases. Searches were 
conducted by the Directorate in 49 of these cases and in the remaining 5 
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cases enqutnes were made otherwise. Of these 54 complaints, 16 proved 
to be correct and total value of under invoicing detected therein was US 
$ 58,982.46 and about Rs. 2 crores. Of these, one case has since been 
adjudicated and penalty of Rs. 1000/-. imposed. The remaining 15 cases 
are under investigation/iadjudication." 

1 ·73 The COIIIIIlittee are surprised to note tbat tbe unit value realised 
., ... y commodities exported by In4ia flas been declining year after year 
nis is mere pronounced in the case or tea, coffee, oil cakes, cashew t"'5 
spices, and sugar. What is intriguing is tbe ract tbat wbile the unit value of 
Indian products has declined over the years, the competitors from otber 
countries bave been able to realise far higber unit value for the same pro-
ducts in tbe same market, and the unit value or lIlany products imported by 
India bas increased manifold over the years. Consequently, the country 
fimIs itseH placed in an uneviable situation in which our important export 
products are losing tbeir export value, while our imports are becoming dearer 
and dearer. 

I '74 The Co~ittee take note of tbe Ministry's explanation that our 
exports are losing their value because of severe competition and develop-
ment of substitutes. But tbese in tbe Committee's view could not be the only 
reasons, Tl}e Committee are inclined to agree witb tbe non-official view tbat 
our exports are losing competitive edge becaese of poor quality. The solution 
to this problem ties as is known to the Ministry in improving quality and packag-
ing of export products for which quality consciousness bas to be created among 
proclacen and production tecbaiques have to be modernised. The Committee 
would like the Ministry to draw .out a comprehensive scheme for upgrading 
quality and packaging in each sector of export production and provide assis-
tance and encouragement to make Indian exports competitive in quality and 
price. They would like to know the steps taken by the MiDistry in ads 
direction. (SI. No.9) 

1 ·75 The Cominittee suggest that the Ministry should also undertake 
on-the-spot case studies in foreign markets to investigate the rellSOlll for 
the low unit value realisation as compared to our competitors and take 
steps to overcome the shortcomings in our products, marketing strategy etc. 
(SI. No. 10) 

1 ·76 Althougb the Commerce Secretary did n~t view the phenomenon 
of under-invoicing as wide spread in the Committee's opinion the unhealtby 
practice of under-invoicing exports should not be under-played. 

1 ·77 In coming to this conclusion tbe Committee have found adequate 
evidence in the data furnisbed by the Ministry after the evidence. Of tbe 54 
complaints of under-invoicing received during tbe last 3 years, 16 proved 
to be correct and under-invoicing of tbe value of USS 58,982 and l!OOut Rs. 
2 crores detected. From this it is obvious tbat under-invoicing is taking 
place in spite of the fact that the Ministry has fixed minimum export prices 
ia respect of 22 products with. a view to checking under-invoicing and also 
to ensuring that our exports realise optimum foreign excbange in the inter-
national market. The Committee urge the Ministry that, besides examining 
the scope for extending the system of fixiag minimum export prices to ~ore 
products, it should take sterner measures, preventive as well as punitive, to 
CUi'b this menace. (SI. No. 11) 



CHAPTER n 
EXPORT PROMOTION MEASURES 

The sys>tem of providing support by Government to the export sector 
t~ough a variety of ways is universal. The export promotion measures 
currently in operation in India can be broadly categorised as under :-

Material input, facilities. 
Fiscal incentives. 
Export credit and exchange facilities. 
Institutional support in the form of services. 

A. Material Input Incentives 
2.2 The objective of the measures in this category is to provide'support 

so as to enable the exporters and those engaged in export promotion to 
obtain imported and other inputs on a somewhat preferential basis. These 
are :-

(i) Import Replenishment Licensing Scheme. These'licences are 
issued only to replenish the import content in the products ex-
ported in respect of banned and canalised items. 

(ii) StlPply of certain domestic materials at international prices. 
(iii) Preferential allotment of -certain key materials. 

Import. Repleni,fhment Licences 
2.3 The value of import replenishment licences issued to the exporters 

and the value of exports for which these licences were issued during the 
years 1978-79 to 1980-81 were as follows :-

Year 

1978-79 
1979-80 
1980-81 

Value of exports 
on which Repl. 
licences issued 
(Rs. in Crores) 

4321 
3732 
4755 

Value of Rep. 
licences issued 
(Rs. in Crores) 

1097 
1089 
1422 

% of Rep. 
licences to 
exports 

25·3 
27·0 
30·0 .---------------------------------------------------

2.4 From this it can be, observed that the assistance in the form of 
import replenishment licences constitutes more than one-fourth of the value 
exports. An expert on foreign trade opined in his evidence before the 
Committee that the value of assistance extended in the form of import re-
plenishment licences was far too great in proportion to the value of exports 
entitled to such assistance. 
, 2.5 A leading organisation engaged in foreign trade res.earch informed 
the Committee that "the studies made by it has revealed that many export-
ing companies presently do not take into account the premium on transferr-
ed import replenishment licences while preparing their price quotations. 
The result obviously is that whatever premium may be attached to tho 

18 
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import replenishment licences goes to the exporting companies merely as a 
windfall but does not have any effect on enhancing the competitiveness of 
India's exports." 

2.6 Commenting upon these views the Ministry stated that :-
(i) REP licences are issued only to replenish the import content in the 

pfoducts exported, in respect of bannel and canalised items and packing 
materials. The policy aims at providing imported inputs for export produc-
tion, to the extent used in exports. Therefore, it cannot be said to be "very 
high" or :'low" used in that sense of the term. 

(ii) The aim is that REP licences should provide inputs for export 
production at international prices and of the desired quality. Without such 
assistance, the export could well have been adversely affected. Even now, 
given the constraints on availability of domestically produced· inputs for 
export production, it would place the exporter at a handicap vi~a-vis his 
competitor abroad, if the required raw materials are not available of the 
right quality or price or in time. 

(iii) The present structure of the Import Policy is based on the recom-
mendations of the Alexander Committee (1978). In subsequent years 
however, some flexibility, has been given to manufacturers in the utilisation 
of REP licences issued on the exports of goods manufactured by them. The 
intention is to strengthen the base for production in the case of export 
oriented units. 

(iv ) Whether the existing system of import replenishment licences needs 
re-examination or not, is a matter of opinion. And whatever may be the 
modalities of the system, this type of assistance for export production is 
necessary in the present context. 

Supplementing this, the representative of the Ministry of Commerce 
stated during evidence that "as far as the import replenishment licence is 
concerned, first of all, the misconception about this assistance should be 
removed. It is a scheme under which our export producers, have to get free 
access to the international market as they have to get their essential inputs 
in the form of raw materials at internatidhally competitive prices." He 
added that without such assistance will be suffering from a basic disadvan-
tage of having to pay much higher prices for the domestic inputs, which 
may be costly. Therefore, this is not in the form of a subsidy. This is not 
treated as contravening the provisions of the GAIT." 

2.7 In this connection, the Committee drew the attention of the witness 
to a study made by the Indian Institute of Foreign Trade which had reveal-
ed that the import replenishment (IR) system which is used as an export 
assistance measure, ha's, infact, lost its significance now, due to' gradual 
liberalisation of the import policy and consequent drastic decline in the 
premium rates." The study has concluded that "the present system of IR 
licensing can be modified by making it non-transferable and any consequent 
reduction in the average level of export assistance can be taken care of 
under the ambit of cash compensatory support (CCS) system, if considered 
necessary. This will help in eliminating a certain amount of avoidable 
foreign exchange outgo. However, since the transferred IR licences help 
in filling a part of the imported input requirementc; of the domestic sector, 
simultaneously liberalisation of the actual user policy will be required in 
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order to aV()id any adverse impact on the level of production." (Study on 
Net Foreign Exchange Earnings from Exports, 11FT, 1981). 

2.8 In this regard the Iepresentative of the Ministry of Commerce stated 
that "since this (import Replenishment licence) is not in the form of subsidy, 
the suggestion of the Indian Institute of Foreign Trade that this should be· 
Substituted in the form of cash compensatory support, was discussed in the 
Ministry and it is not acceptable to us. The cash compensatory support 
will be a direct outgo, from the Consolidated Fund of India, wher~ these 
replenishment licences are meant only for the purpose of enabling the ex--
porter-producer to get the raw materials at the international price." 

TranSferability of Import Rep. Licences 

2.9 The REP licences are freely transferable. The goods imported 
against such licences can also be transferred. According to some expor-
ters only some portion of the REP licences granted to them are being 
used for export production. In order to ensure that these licences serve 
the real objective of boosting exports, they suggested that a restriction that 
the REP licences will be transferable only to the exporters who should also 
be asked to use the licences only for export production purposes. 

Commenting upon this, the Ministry of Commerce has stated that "the 
rationale of allowing free transferability of REP licences is that these are 
post-export replenishment licences and the intention is to provide flexibility 
to the exporter whether to use the replenishment imports himself or to pass 
it on the others. The concept of replenishment is viewed in the system 
as a ~hole and not exporter-wise. For example, if stainless steel utensils 
ate exported and the exporter gets REP licence to import stainless steel 
used in the utensils exported, it is immaterial whether he imports the steel 
himself or someone imports it, as long as the quantity of steel used in 
experts is replenished by import. Exporters are not all manufacturers them-
selves and the imported material has, therefore, to go to the manufacturers. 
The transfer of REP licences evolves a simple and easy procedure of such 
transfers without involving unnecessary Governmental control." 

2.10 During the course of ewdence before the Committee the represen-
tative of the. Ministry of Commerce further explained that "the transfer-· 
ability has been given to ensure certain measure of flexibility for the proce 
dures. Exports are made not only by the manufacturers, but by the export 
houses also. These export houses will have to get the material. They 
transfer either the material or the licence. Even the manufacturing expor-
ters may be either big or small. If there are small export producers, the 
amount of REP licences which they will get is so small that they will not 
have the advantage of making economic purchases abroad. So, these 
licences are made transferable." 

2.11 The witness however, admitted that "a part of it (import reple-
nishment licence) may go for internal production and at the same time 
something of the internal production goes for export". He further added 
that "the Ministry is satised that there is no misuse of the Rep. 
licences. " 

2·12 Import Replenish lieences (REP licences) are issued to repleoish the 
~rt content in the products exported, in respect of banned and canali8ed 
items and packing material with a view to providing inputs for export pro-
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dudioR at international prices in order to make our exports competitive. The 
value of REP licences increased from 25 ,3% in 1978-79 to 30% in 1980-81. 
Experts feel that quantum of REP licences vis-a-vis value of assisted exports 
is rather high. According to a stndy made by Indian Institnte of ForeigD 
Trade, REP seheme has lost its significance due to gradual Iiberalisatioa .c 
import policy and that the present REP system can be modified bymakiog 
it nOI~-transferable and aoy consequent reduction in the average level of ex-
port assistance can be taken care of in: er alia by liberalisation of actual lIS« 
policy. According to another view, the premium attached to REP liceoees 
goes to exporting companies merely as windfall as the exporters, while giving 
quotations do not take into account the premium on transferred REP licences. 
A feeling has also been voiced that ooly some portion of REP licences are 
IIeing used for export production aad".in order to easure that these licences se"e 
the real objective of boosting exports, their transfer should be restricted only 
to the exporters for export production purposes. The Ministry has not agreed 
with any of the aforesaid views. The Ministry considers this type of assis-
tance for export production is necessary in the present context. The Ministry 
bas also stated that in its opinion REP licences should continue to be transfer-
able freely as the transferability has been given to ensure a certain measure 
of flexibility to the producers. The Ministry has, however, admitted that 
a part of REP licences may be going for internal production. There can-
BOt be two opinions on the need to provide raw material to exporters or ex-
port manufacturers at international prices, but the question arises whether 
the present system of REP licences is the ooly or the best way of extending 
this facility. 

2.13 It caDDot be denied that a part of the REP licences or the products 
imported under REP licences eveR though their imports are otherwise baooed~ 
enter the domestic market and to that extent it is a waste of foreign exchange. 
The Committee also feel that there is no justification to allow REP licences 
or the products imported under REP licences to be tnasferred to anybody 
other than exporters or export manufacturers. (81. No. 12) 

B. Fiscal Incentives 
2.14 The main fiscal incentives extended are (i) Market Development 

Assistance, (ii) Cash Compensatory Support, (iii) Duty Drawback and 
Duty Exemption Scheme, (iv) Free Trade Zones and (V) concessions in 
Direct Taxes. 

(i) Ml1rKei Development Assistance 

2.15 Government of India introduced the Scheme of Market Develoo-
ment Assistance in the year 1963, to facilitate the various measures under-
taken to stimulate and diversify the country's export trade. The provision 
under this IS utilised for meeting the expenditure on compensatory support 
for certalTi exportable commodities and grants-in-aid for schemes and pro-
jects for the development of markets abroad and covers. " 

Market Research, Commodity Research, Export Publicity, Partici-
pation in Trade Fairs, and exhibitions; Trade Delegations and 
study teams; Grants-in-aid to Export Promotion Councils, etc. 

The following table indicates the actual expenditure incurred under 
the Marketing Development Assistance during the years 1977-78 to., 
1979-80 
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Year 
Value at 
MDA-assistance 
extended 
(Rs. in crores) 

-i-:-97:::-::7-=-7=-=-8-------------------- 324 ·27 
1978-79 . 375 '19 
1979-80 361 ·08 
1980-81 

(ii) Cash Compensatory Support (CCS) 

2.16 The rationale behind giving cash compensatory support on exports 
is to compensate the exporters for various non-refundable taxes and to 
neutralise the disabilities which are inherent in our present state of econo-
mic development. The rates announced are valid, generally for a period 
of 3 years. This has been done in order to introduce an element of stabi-
lity in export trade. The rates are fixed as a percentage of t.o.b. value of 
exports. The Ministry informed the Committee that on the basis of the 
Alexander Committee's recommendations, the following criteria for fixation 
of rates of CCS have been adopted with effect from 1st April, 1979. 

(i) Neutralisation of the handicaps encountered by exporters in 
the shape of (a) indirect taxes, including sales tax on inputs 
imported or domestically purchased that remained unrefunded 
after duty drawback; (b) higher rate of interest payble in 
India on working capital on export production; (c) higher 
cost of capital goods required in export production. 

(ii) The nature of industry producing the item-whether small 
scale and co~tage sector etc. 

(iii) Labour-intensive industries and agriculture based products. 
(iv) Cost of entry into the Ilew markets. 
(v) Cost of development of new products. 

2.17 For fixing rates of CCS on the basis of the above criteria, the 
requisite data on the various elements like the incidence of unrefunded 
taxes, higher rate of interest, product development etc. are collected by 
the concerned Export Promotion Councils from representative units engage-
ed in production of the concerned items. The data, is then checked further 
by the Commodity Divisions and by the Finance Division in the Ministry 
of Commerce. The rates are thoroughly examined from all the relevant 
angles and decided by an Inter-Ministerial Couimittee on Cash Assistance 
chaired by the Additional Secretary. 

2.18 The value of cash assistance given during the years 1978-79 to 
1980-81 is given below : 

Year 

1978-79 
1979-80 
1980-81 

CCS disbursed 
(Rs. in crores) 

---------------~ 
358 ·13 
344·05 
335·76 

(provisional) 
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2.19 The grant of cash assistance has evoked considerable criticish.. 
within the country and abroad. Some importing countries had resorted 
to levying countervailing duties on products enjoying cash assistance, for 
example the U.S. Government had imposed countervailing duties on imports 
of industrial fasteners, iron metal castings and leather footwear and uppers 
(01her than un lasted) from India into the United States. In these cases, 
however, the Government of India and the importers in the USA took up 
the matter for review by the U.S. Government. The case of countervail-
ing duties on iron metal castings and leather footwear and uppers is being 
re-examined by US Department of Commerce. The case of countervailing 
duties on industrial fasteners is pending before the US Customs Court in 
New York. (position as in December, 1981).** 

2.20 Asked about the utility of extending cash assistance for exports, 
when such an assistance is attracting countervailing duties abroad, the 
Ministry stated that : 

"it is only the United States of America which has resorted. to 
imposition of countervailing duties on imports from India without 
giving the benefit of an 'Injury test' as required under the GAIT 
provisions. The Agreement on Subsidies and countervailing Mea-
sures recognises that subsidies form an integral part of the economic 
development programmes of the developing countries and specifically 
exempts developing countries from the obligation not to grant 
export subsidies on non-primary products. While the Agreement 
cGlltemplates that the export subsidies on the industrial products 
shall not be used in a manner which causes serious prejudice to 
th.e trade or production of another signatory, such· prejudice has to 
be demonstrated on the basis of positive evidence." . 

2.21 The Ministry has added that Indian exporters, particularly, those 
of manufactured products, suffer from a variety of inherent han.dicaps \Vhich 
adversely affect their competitiveness. Apart from the cumulative burden 
of various indirect taxes and levies which are not refunded through the 
mechanism of duty drawback, there are also serious handicaps on account 
of factors like higher rates of interest payable in India on·· working capital 
employed in export production and the duty burden on capital goods used 
for export production. Also, it has been observed that the freight struc-
ture adopted by Conference lines is such that ocean freight rates from 
Indian. ports to destinations in Europe and other places. are higher than 
those from Hong Kong, Taiwan, etc., to the same destinations. Thus, 
there is inherent freight disadvantage which makes our exports relatively 
uncompetitive. It is with a view to neutralising at least in part, the effect 
of these various handicaps and consistent with the competitive and deve-
lopmental needs of our exports that the scheme of Cash Compensatory 
Support to. exports has been devised." 

** .At the time of factual verification (March 1982, the Ministry has stated that 
"in these cases. however, the Govemment of India has taken up the matter with the 
US Government for a review of these cases. The cases of countervailing duty on 
industrial fasteners and' leather footwear and uppers have recently been reviewed by 
the US Government, but the outcome has not been favourable from India's point of 
view. Bilateral discussions on these issues are actively continuing with the US 
Government. In the case of industrial fasteners, tbe importers in· the USA have 
taken up the matter before the US CUstoms Court in New York. The case of 
countervai.1ing duty on iron metal castings is currently under review under the US 
Department of Commerce". 
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2.~2 :Some noa,-officials and leading export promotion organisations 
~ to the Committee that the folloWing schemes of incentives may 
be adopted with a view to avoiding countervailing duties and criticism 
.abroad on the grant of cash assistance to the exporters : 

(i) A revision of the drawback scheme for providing total refund 
of all indirect taxes and levies at all stages of production, inter-
state sales, export sales etc. 

(iI) An Income-tax and Corporate Tax rebate on export sales at 
a fixed percentage. 

(iii) Supply of all inputs at international prices. 
2.23 Commenting on these suggestions, Commerce Secretary stated 

·during evidence that "GATT itself provides for this sort of assistance which 
we are gIving to our products. But what they really want is to create 
some sort of an optical illusion that whatever assistance we give is rebate 
.of taxes. This is not feasible, because 'there is no coUntry in the world 
which is not supporting its product. The cash compensatory support can-
not really be substituted by any of these things." 

2.24 Referring to drawback schemes he stated that under the existing 
procedure, the exporters are not getting the drawback "immediately" and 
that they have to "run from pillar to post to get it finalised." 

Regarding the proposal for income-tax rebate, he stated that the 
Ministry tried whether it was possible to implement this proposal, but the 
income-tax authorities pointed out "lot of problems". About supply of all 
inputs at international prices the witness stated that "this has been tried in 
.one way or the other. But it is really impracticable to implement it." The 
Commerce Secretary further submitted that "cash compensatory scheme 
has got several advantages and good characteristics which should receive . 
our support." 
Data for Fixing the rates of Cash Assistance 

2.25 The Government fixes rates of cash assistance on the basis of the 
data furnished by the Export Promotion Councils. As the Councils are 
dominated by interested industrialists and exporters, the correctness of the 
data may be questionable. The Comptroller & Auditor General has, in 
the past, pointed out instances in which the data' furnished by the Coun-
cils has proved to be incorrect. 

2.26 At the instance of the Committee the Ministry furnished the 
particulars of the rates of cash assistance recommended by certain Export 
Promotion Councils and the rates actually granted by the Ministry of Com-
merce after scrutinising the data. From the details furnished by the 
Ministry it was noticed that the EPCs have furnished weighted cost data 
and demanded high rates of CCS. For example, the Cotton Textile EPC 
proposed 15% CCS (for the year 1981) for cotton fabrics and made-
ups; the Government however, granted CCS at 7.5% only after scrutinis-
ing the data. The Council's other demand for 10% CCS for cotton yam 
and sewing thread was not found justified by the Government. Similarly, 
the Chemical Export Promotion Council had proposed fixation of cash 
compensatory support in respect of a number of new items: for the 
year 1981. In all these cases, the Council had recommended fixation of 
maximum possible CCS (20%) on the basis of proforma details. These 
proposals were considered by Government and CCS at the rate of 5 to 
10% only was granted. 
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2.27 In order to ensure the reliability of the cost data prepared by the 
"Councils it has been suggested that the Councils should employ cost ac-
countant~ and that they should scrutinise and certify the accuracy of the 
cost data. It has also been suggested that instead of inviting cost data 
from affected exports for fixation of CCS rates, the Ministry should make 
a study of cost of production in a few representative units in each case 
and fix rates of CCS, for the entire group in that sphere. 

2.28 Asked about the views of the Ministry on these suggestions, the 
Commerce Secretary stated during evidence that "the Government does not 
just accept any suggestion regarding CCS. There is a whole hierarchy of 
examination to which it is submitted. We do not accept their recommen-
dation suo motu". He further adde4 that the Ministry are in agreement 
with the suggestion of posting cost accountants in the EPCs. Regarding the 
suggestion that there should be a study of costs by Government, he stated 
that "in one or two cases, such a study has been taken up. We agree 
totally in principle." " 

2.29 Government has introduced a scheme of Cash Compensatory Support 
(CCS) with a view to neutralising the handicaps encountered by exporters in 
the shape of indirect taxes that remained un-refunded after duty drawbacks, 
higher rate of interest on working capital and higher cost of capital goods 
required in export production. CCS also takes care of requirements of small 
scale and cottage sector and labour intensive units, agriculture based products, 
and the cost of development of new products and entry of products 
into new 'markets. CCS has invited considerable opposition from certain coun-
tries like USA who have threatened imposition of countervailing duties on cer-
tain products, even though, according to the Ministry, there is no justification 
for this. The Committee agree with the Ministry that there is a need to neu-
tralise at least in part the effect of various handicaps in the shape of indirect 
taxes, higher freight rates, higher capital cost and interest rates from which our 
exporters are suffering. But the Committee do not agree with the Ministry that 
CCS is the only appropriate method of achieving the objective. 

2.30 The Committee also view this problem from another angle. At the 
moment the Government first collects a variety or taxes-direct as well as in-
direct-from exporters and export producers and then gets involved into a se-
ries of administrative exercises to determine CCS rates and make refunds to 
them. In short, Government collects money from exporters only to return it 
to them later. In these processes Government incurs administrative expenses 
for no productive reasons and at the same time leaves scope for malpractices at 
both collection and disbursement stages. In the Committee's opinion there is 
a great weight in the suggestions that schemes can be devised for providing total 
refund of all indirect taxes and levies at all stages of production, inter-state 
sales, export sales and to provide rebate on indirect taxes on export sales. This 
will save the Government of tremendous administrative expenditure, mininlise 
scope for malpractices and also relieve the exporters of the burden of first 
paying taxes and then collecting monetary support. The Committee strongly 
feel tbat a detailed in-depth study by experts should 00 commissioned to evolve 
suitable schemes to be built into tax structure in lieu of CCS. (SI. No. 13) 

2.31 So long as the CCS scheme is in force tbe Committee would like to 
caution the Government against the natural tendency of Export Promotion 
Councils to give weighted cost data with a view to getting maximum assistance 
from Government under this scheme. There are eX8Dlples which lend support 
,to such a tendency on the part of EPCs. The Committee would, therefore, 
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suggest that cost data prepared by EPCs should be vetted by cost accouotaats. 
who should be required to give certificate on the accuracy of the data. Also, 
iostead of depending entirely on the cost data submitted by EPCs, Government 
should independently study costs of production of various items in certain re-
presentative units before determining the CCS rates. 

(iii) Duty Drawbacks 

2.32 It is the internationally accepted principle that goods exported out 
of the country are relieved of the duties borne by them at various stages. 
of their manufacture, so that they become competitive in the world market. 
The most widely adopted method of relieving export goods of such burden 
is the Scheme of Drawback. This ~heme is administered by the Ministry 
of Finance. The rates of drawback are announced from time to time by 
the Drawbacks Directorate. 

The value of drawbacks disbursed during the years 1978-79 to 1980-81 
is given below :-
---.----------------------
Year 

1978-79 
1979-80 
1980-81 

---.-----

Drawbacks disbursed 
(Rs. in crores) 

150 -00 
152·00 
164 .()() 

2.33 Some non-officials represented to the Committee that at present 
the Drawback Directorate, New Delhi and the Customs authorities do not 
work iri unison, as a result of which exporters suffer. They have suggested 
that the task of fixing duty drawback may be handed over to anyone of 
th~se authorities and not to both. 

Commenting on this, the Commerce Secretary. stated that "this is a matter 
which relates to. the Ministry of Finance. But our view is that as far as 
possible unison should be there. But at present both the Departments are 
under the Ministry of Finance. One Department really determines the ra~es 
of drawbacks and the other makes the tables." 
Duty Exemption Scheme 

2.34 The Duty Exemption Scheme introduced in 1976 provides for duty 
free imports of certain specified raw materials and components against 
~dvance licences, for execution of specific export orders. The scheme initially 
covered 55 items, but it was later expanded to cover in all 193 items. 
(Portion as in Dec. 1981). The exporters availing of this facility h:!ve to 
enter into a bond with the Customs D~partment. . 

2.35 The Estimates Committee in its 33rd Report (1978-79) Sixth Lok 
Sabba, on Customs had concluded that "now that the scheme has been in 
operation for over three years, the Ministry should have acquired enoagh 
experience of the working of this scheme to be able to extend it confidently 
to more items and thus meet the demand of the trade and industry." 

2~36 A number of exporters and leading chambers of Commerce repre-
sented to the Committee that the system of drawbacks is causing a lot of 
difficulties like delay in payment etc. They suggested that the duty exc;mp-
!ion scheme should be extended to all the items required for use in produc-
tion of exportable items. 
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, ,2.37 Aslred whether the Ministry of Commerce did not feel that this 
scheme can be extended to almost all the major items of the imports required 
ror executing' export orders, the Commerce Secretary stated that "we en-
tirely agree with it and we go aU out to support this particular idea." 

2.38 It is too well known tha(the duty drawback scheme is not working 
to the satisfaction of exporters and that there is delay in the exporters getting 
drawbacks from Government. Even the Commerce Secretary admitted that 
exporters are not getting the drawback immediately and that they have to run 
from pillar to post to get it sanctioned. The drawback scheme though good on 
paper has not been as helpful to the exporters as it could be. The Committee 
cannot over-emphasize the need to make the working of drawback scheme more 
efficient and less time-consuming. (SI. No. 14)~ 

. 2.39 The Committee are surprised tq learn that the Drawback Directo-
rate in New Delhi and the customs authorities at various places both of which 
are onder the same Ministry (finance), are not working in unison. The Com-
mittee would like the Ministry of Finance to streamline the present arrange-
ments so that the exporters are not made to suffer for lack of coordination bet-
ween two sister Departments of the same Ministry. (SI. No. 15) 

2.39 At pI:eSent 193 items are covered under the Duty Exemptions Scheme 
which enables duty free import of certain raw materials and Components for 
execution of export orders. There is a widespread' demand for extension of 
Duty Exemption Scheme to all the other major items. Even the Estimates 
Committee (1978-79) in their 33rd report on Customs had recommended that 
tbis scheme should be extended to more items. The Ministry of Commerce is 
also in agreement with. tbis approach. 

2.40 Now that the Government has gained adequate experience in the 
administration of the Scheme, there should be no difficulty in extending it to all 
the raw materials and components required for export production. This would 
relieve the' Government of the burden of collection of duties on imports and 
later their refond on exports and at the same time save the exporter manufac-
turers from harassment and delays. (SI. No. 16) 

(iv) Free Trade Zone 

2.41 From the point of view of duty and other taxes, a free trade zone 
is an extended version of the idea of manufacture in bond viz. Duty Exemp-
tion Scheme. There are two such zOneS' currently in operation, Kandla Free 
Trade Zone and the Santa Cruz Electronic Export Processing Zone. The 
units working in these zones have to export their entire production. 

2.42 Some non-officials have represented to the Committee that the infra-
structural facilities provided in the Free Trade Zones particularly (KAFTZ) 
are extremely inadequate. In this regard, the Ministry have stated that the 
povision of infrastructural facilities like land, water, power and industrial 
estates in the two Free Trade Zones (Santa Cruz and Kandla) is considered 
quite adequate. It is. however, true that there are some inadequacies in the 
field of communication facilities, particularIy in KAFTZ, Ministry of CODl-
merce is trying to improve these facilities in cooperation with other Ministriea 
like Posts and Telegraphs, Railways and Civil Aviation." 

2.43 The Kandla Free Trade Zone was set up as far back as 1965. Asked 
about the reasons for the delay in' improving communication and other infra-

3-1282 LSS/8l 
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structural facilities there; Commerce Secretary stated during evidence t~at 
Kandla is a backward area and the Government took a "deliberate decision" 
to st.t up the free trade zone there. In the beginning even from the railways 
and shipping facilities point of view, Kandla was backward. 

The conditions relating to railways have since been improved. Similarly, 
the shipping conditions have also significantly improved. He added that 
"where we have strategically failed is in the field of tele-communications. 
Inspite of our best efforts, they (Ministry of Communications) 
say that automatic connections for telephones and other things could be made 
available only in 1983-84. They have, perhaps, their own limitations. How-
ever we are pursuing the job and trying to improve the conditions." . 

2.44 The Ministry also informed the Coinmittee that Government of 
India set up a Committee under the Chairmanship of Shri P. K. Kaul then 
Additional Secretary, Ministry of Commerce to look into the probl~ms 
hindering the growth of the Kandla Free Trade Zone. The Committee gave 
its Report in November, 1978. The recommendations of the Report have 
been accepted by the Government and action taken accordingly. 

2.45 The Government also set up in September, 1981 a high level com-
mittee as a Task Force, under the Chairmanship of Shri Prakash Tandon, 
President, National Council of Applied Economic Research to review the 
working of the free trade zone§ and also to recommend specific measures 

. necessary to increase the· attractiveness of free trade zones for encouraging 
exports. The Report of the Task Force is expected by 31st March, 1982. 

2.46 Government had taken a deliberate rdecision to set up Free 
Trade Zone in KamIla in 1965 in spite of the fact that it was a backward area 
and that infrastructure was lacking there. While the Railways and Shipping 
facilities are reported to have improved since then, the telecommunication 
facilities are still far from satisfactory. 

2.47 Tbe setting up of a free trade zone in a backward area is no doubt 
laudable, but allowing it to suffer from infrastructural inadequacies particularly 
telecommunication facilities even after 17 years of its coming into existence, 
is regrettable. The Ministry of Commerce sbould seriously pursue the matter 
witb tbe Ministry of Communications and ensure that telecommunication faci-
lities are improved at the earliest. 

2.48 Tbe Committee take note of the fact that tbe Tandon Committee 
is reviewing the working of free trade zones and will recommend specific 
measures to increase their attractiveness for encouraging export. The Com-
mittee would like to be apprised of the recommendations made by the Tandon 
Committee and action initiated by Government thereon. (SI. No. 17) 

Settillg up of a Free Trade Zone in Andaman and Nicobar Iswnds 
2.49 The Trade Development Authority had recommended establish-

ment of a free port in Great Nicobar in two parts-main port of South 
Bay and ancillary port at Camp-bell Bay. The total investment of about 
Rs. 2056 crores over a period of 18 years was envisaged in this connection. 

2.50 Asked about the follow-up action taken on this report, the Min-
istry has stated that the Committee of Economic Secretaries which consider-
ed this proposal in June, 1976, thought it necessary to have a comparative 
view, whether with the same investment in the mainland, the objective of 
additionality of foreign excharige earning could not be realised within the 
framework of the economy. The propeSal was subsequent re-examined 
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.at an inte~-Ministerial meeting held in the Ministry of Comm.e~ in 
August, 1976 and the CODS6RSUS was that the proposal of a free port ill the 
Andaman and Nicobar Islands need not be pursued. Government of 
India decided in May, 1976 not to set up any more free trade zones in the 
country. As of now the position remains the same. Hence, we are not 
setting up any more free tarde zones in the country. 

2.51 The Ministry has added that the Government haw: announced a 
100% Export Oriented Scheme recently. Under this Scheme, units can be 
set up any-where in d\e country and the same facilities, such as import of 
raw materials, CG and components would be ,available to them as in the 
case of Free Trade Zones. Ine Committee enquired whether Ministry did 
not think that, in view of the urgent need to step up exports and to earn 
enough foreign exchange to meet the development needs of the country, the 
question of setting up free trade zone in Andamans and Nicobar Islands 
deserve a fresh review; Commerce Secretary stated during evidence that 
"reacting to the present need for export development and others, we arc 
completely one with you that there should be a reconsideration of the 
need to set up more free trade zones. But, in spite. of that, we would not 
like to repeat Kandla again because going to an area without the infra-
structure, without the supporting staff and without the sustenance to be 
provided to the industry through the infrastructure would be very very 
difficult. But we have not ruled it out. What we have done is that we 
have submitted all these things before the fandon Committee. We have 
referred it! to them and we -await their report. In the light of their sugges-
tions we will be able to formulate our idea. 

2.52 The Trade Development Authority had recommended establish-
ment of a free port in GreatlNicobar (AndamanJlslands) with a total invest-
ment of about Rs. 2056 crores spread over a period of 18 years. The Govern-
ment decided in 1976 not to pursue this proposal and not to set up any more 
free trade zones in the country. Commerce Secretary agreed tbat there should be 
a reconsideration of tbe need to set up more free trade zones in order to aug-
ment the country's exports. The Ministry is awaiting Tandon Committee's 
view on the qoestion of setting up more free trade zones. Tbe Committee sug-
gest tbat Ministry should seriously examine the question of setting up of a free 
trade zone iii Andaman and Nicobar Islands"in order to boost exports from the 
country. (SI. No. 18) • 

Free Trade Zones, Units-Permission to sell in Domestic Market 

2.53 Some exporters have in their memoranda suggested that in order 
to develop the competitive strength, of the zone units, some domestic 
marketing support should be allowed. As in some other countries; the 
zone units may be allowed to sen goods ranging between 10 to 20 per cent 
of their production in the domestic market. In this regard, the Ministry 
informed the Committee, that this suggestion "has come from various 
quarters. The Government is examining these requests keeping in view the 
provisions of the Customs Laws and the impact of such sales on the domes-
tic industry." 

2.54 Asked about the views of the Ministry on the suggestion to relax 
the obligations for 100% export of production, the Conunerce Secretary 
stated that "~ feel there is a lot of truth iIi. the argument of our m:anufac-
turers. The fluctuations international prices are such that our industriatisls 
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will not be able to get what you call capital formation. That is the case. for 
allowing the~ a cert~ percentage of their products to be sold inside the 
country. While considering this proposition, we made it clear that any 
percentage that the Government would decide finally to be sold in domestic 
will market not be duty free." 

2.55 Asked about the implications of this suggestion, he stated that 
"those outside the free zones manufacturing similar products would say that 
they are handicapped in not getting the advantage of imported machinery 
and imported raw materials. So, in order to cqualise4l:his we have given the 
idea that this raw materials will not be exempted from duty. The initial 
reaction of the industry is that they have responded favourably to it." 

2.56 As per existing scheme the units working in free trade zones have to-
export their entire production. In· order to develop the competitive strength 
of the zone units, some exporters have suggested that 10 to 20 % of their pro-
duction may be permitted to be sold in the domestic market. Even the Com-
merce Secretary during his evidence before the Committee felt that "there is a 
lot of truth in the arguments of our manufacturers." The Ministry of Com-
merce is reportedly considering this suggestion. The Committee hope that the 
Ministry would take a decision in this regard early. (SI. No. 19) 

C. Export Credit 
2.57 With a view to making available adequate credits at cheaper rate 

of interest to exporters, Government announceQ in June 1968, a Scheme 
called Export Credit (Interest subsidy) Scheme, 1968 for grant of subsidy 
towards interest charges on export 1inance provided by banks. For this 
purpose Reserve Bank prescribes a ceiling on interest charges qualifying 
under the Scheme. The ceiling rate of interest is fixed by Reserve Bank 
of India, from time to time. The existing rate· is 11 t % on preshipment 
credit and post-shipment credit and 8% on exports on deferred payment 
terms. Government pays a subsidy of 1.5 % on such export credits to the 
financing banks. The types of credits available under the Scheme to the 
exporters are :-

(i) Packing Credit or pre-shipment Credit. 
(ii) Post-shipment credit. 

Export Credit-Procedure followed by Nationalised Banks· 

2.58 A number of exporters have brought to the notice of the Com~ 
mittee that there is considerable delay in extending.export finance and in 
releasing foreign excl)ange to the exporters. According to them the docu-
mentation process to be fulfilled for getting credit and for release of foreign 
exchange by RBI is too cumbursome. Such feelings have been strongly 
expressed by export bodies in almost all regions. 

2.59 In this regard, the Ministry has stated that, "there has been con-
siderable streamlining of procedures and delegation of powers to its Regional 
Offices by the Reserve Bank of India. Resultantiy, applications for release 
of foreign exchange for export promotion tours etc. are being disposed of 
expeditiously now provided these are complete in all respects. 

The Ministry added that "the Exchange Control Manual has been 
thoroughly revjewed and revised by the Reserve Bank of India, in consul-
tation with the Ministry of Finance before issuing its 1978 edition. In this 
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process the need to keep the documentation to the mi!Umum, in regard to 
the release of exchange, was kept in view." 

2.60 Asked whe!.her it was the contention of the Ministry that the pro-
,cedures and the docum~ntatioll system to be followed by exporters are now 
completely streamlined and simplified, the representative of the Min-
istry of Finance stated ill evidell~ that, "it is a continuous process, we go 
-on revising and updating the standing instructions and procedures in order 
to streamline them and make them more liberal. I would at no time say 
that what has been done is the final word in streamlining. The RBI stand-
.ing instructions as revised in 1978 in the Manual plus subsequent instruc-
tions, we believe have taken care df whatever difficulties have come to light. 
All banks have been asked to create special cells. And the Reserve Bank 
of India both in its Exchange Control Department and in its Export Credit 
Division has given special instructions. They pursue the individual cases if 
necessary with banks to see where problems exist." 

2.61 Asked whether there was any mechanism to get feed back from 
exporters and their organisations about their difficulties in getting export 
credit, the witness added that, "the Reserve Bank of India has a standing 
committee under the Chairmanship of a Deputy Governor on export credit 
ift which all major exporting banks, Ministry of Commerce,Finance are 
represented. Difficulties of exporters received from whatever sources are 
discussed in tltis Committee. The witness further added that, "by and large 
it is our experience, that where consensus develops in the Committee over 
what is the hinderance, the Reserve Bank of Ind~ takes immediate action." 

The representative of the RBI informed the Committee that "in lhe Ex-
change Control Deptt. we have already introduced the so-called windows. 
We go out of our regional offices, meet the Chambers of Commerce, Export 
,Promotion Council and others and discuss with them if there is a problem." 

2.62 In a subsequent note (Feb. 82), the Ministry stated that "RBI has 
advised its regional offices to attend properly to the requests/problems of 
members of the public calling at their counters also to send monthly reports 
to the Central Office giving a feed-back indicating the procedure being 
followed to eliminate delays, etc. Periodic meetings are fixed with Chambers 
of Commerce & Industry and other sectors of trading such as diamonds 
trade, etc. Senior officers of RBI visit regional offices at periodic intervals 
to get a feedback from those centres and to meet representatives of trade 
and their organisations. Whenever the RBI finds sufficient justification for 
relaxing or simplifying existing procedures/documents it issues circulars to 
its regional offices to take immediate action." 

2.63 The Ministry have also informed the Committee that "Adequate 
arrangements exist for geiting feed-back from exporters or their organisa~ 
tions about their experience in getting various facilitie·s for export, including 
credit and foreign _exchange. The Export Promotion Councils, Commodity 
Boards, Chambers of Commerce & Industry and other organisations like 
the Federation of Indian Export Organisations, Federation of Indian Cham-
bers of Commerce & Industry, Association of Indian Engineering Industry 
etc. provides opportunities to exporters to express their complaints/ grievan-
ces and make suggestions. These organisatioris thereupon provide feed-
back to the Government and the Reserve Bank of India. Officers from the 
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Ministries of Commerce and Finance quite often attend the meetings/semi-
mrs organised by these organisa!ions. Office bearers of these organisa-
tions regularly and frequently meet otlicers of the Ministries of Commerce, 
Finance and the Reserve B~nk of India to provide the feed-b~ck on their 
experience. 

2.64 The meetings of the Centra'! Advisory Council on Trade under 
the Ministry of Commerce, which is chaired by the Commerce Minister, 
provide an opportunity for the Government to receive full feed~back from 
the exporting community about their experience, grievances and suggestions 
for remedial action. 

Packing Credit 

2.65 At present Packing Credit at a concessional rate of interest is 
available for a period of 90 days. A number of exporters represented to 
the Commi~tee that the period was too short. They suggested that the 
packing credit at concessional rate of interest should be made available for 
a period of ranging from 180 to 270 days. 

Credit to Exporters of Gems etc. 

2.66 The export of jewellery is reported to have gone up from Rs. 60 
crores in 1970 to 700 crores in 1981. Leading exporters of Gems and 
Jewellery represented to the Conmlittee that finance was a big problem for 
them. 70% of the raw-material is imported. Commercial banks hesitate 
to lend funds to the jewellery exporting units because of their excess concern 
for debt equity ratio. They suggested that this approach should be changed. 
The criteria should be proven record of export and export potential. In-
stead of debt equity ratio, the banks should take into consideration the 
equity turnover ratio for extending credit. 

It has also been rept"esented that Soft loan is not available to a number 
o{ export items. This should be made available to all export items. 

2.67 It was brought to th~ Committee's notice that the credit limits 
were fixed for exporting units regardless of their turnover or export orders. 
A unit having export orders worth Rs. 2 erores got the same amount of 
credit as the one having orders of Rs. 20 crores in hand. 

2.68 The Ministry informed the Committee that there has been consi-
derable streamliDiDg of procedures aaddelegatioa of. powers to the regional 
Oftices of the Resen'e BIlDk of lDdia for release of foreign exchange for export 
promotion pDl'pOSeS expeditiously. The representati-ve of the Ministry of 
Fiaance claimed that the Exchange Control Manual whicb was thoroughly 
revised by the RBI before issuiag its 1978 edition and subsequentiDstructions 
issaed .y diem takes care of whatever diftlculties bad come -to 'beir notice. 
Also a stUdiiig c!ODImlttee -Uil8er the Cbairmilnsbipof a Deputy GOVMlor. 

-RBI cOiISicJers d8Bcuities of exporters. 
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2.69 The Committee have received a IIIIDlber of representations about the 
dimculties experienced by exporters in getting adequate export finance and in 
release of foreign exchaoge; Even tbe docwneatation process accordiag to 
them is very cumbersome. Obviously, the action taken by RBI aDd the Minis-
try of Finance in streamlinillg the procedures has not gone far enough to remove 
all their difficulties. The Committee would like that the export credit and 
foreign exchange procedures should be kept under constant review and simpli-
fied wherever these are found to be hindering and not helping easy flow of credit 
and release of foreign exchange for export. (SI. No. 20) 

2.70 The Committee take note of the arrangements made by Government 
and RBI to get feedback from exporters or their organisations about their ex-
periences and difficulties in the matter of export credit and foreign exchange. 
All these arrangements appear to be at informal level. Uader none of these 
arrangements the officials and non-Officials meet formally or at stipulated pe-
riodicity at field or regional levels to hear each other's views face to face and 
resolve difficulties by mutual discussion. The Committee feel that on tbe 
lines of the Advisory Council on Trade at Central level, there is need for an 
institutional framework at regional or state levels, which alone can provide 
useful forum for discussion of exporter's problems regarding export credit and 
foreign exchange and thrash out concrete solutions to problems. (SI. No. 21) 

2.71 There is weight in the suggestion made by gems and jewellery ex-
porters that the criteria for extending credit should be the proyen record of ex-
port and export potential and instead of debt equity ratio, which the banks take 
ioto account at present, equity turnover ratio sbould be taken into consideration 
by tbem for extending credit. The suggestion that credit limits should be 
fixed with reference to export orders also appears reasonable and deserves 
consideration. The suggestions for extending soft loans for all tbose export. 
items forwhicb it is not at present available and-extending the period of packing 
credit beyond 90 days also merit consideration. The Committee would like 
the Ministry to examine tbese proposals sympathetically. (SI. No. 22) 

D. ImplicatiOns of the various Incentives and Export Promotion Measures 

Each one of the wide. variety of concessions, incenti\1es, facilities etc., 
extended by the Government for promoting exports will have its own fiscal 
economic and social implications. The Ministry was asked by the Com-
mittee to furnish details of the value ()f assisted exports, financial implica-
tions, value of foreign exchange released and economic arid social implica-
tions of all the export PWOlotion measures tak~ by the 'Government. The 
Ministry furnished da!a only in respect of CCS, import replenishment licen-
ces, drawback and export credit subsidy schemes, This is given below :-
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2.72 From this datait can be noticed that, in 1979-80, out of the total 
exports of about Rs. 6404 crofes, the FOB va1l:!~ of exports on which the 
cash compensatory assistance was given was about Rs. 2836 crores; the 
;FOB value of exports for which cash compensatory support was not paid 
accounts for the bulk of the exports, i·e. about 56% of the total exports. 

The total expenditure on export promotion (in the form of CCS, draw-
backs, and interest subsidy etc.) veered round to approximately Rs 500 
crores ~n an export value of a little over Rs. 2800 crores. * * 

2.73 A num,ber of experts on foreign trade have in their memoranda to 
the Committee opined that considerable scope exists for reducing expen-
diture on export Eromotion without affecting -exports. • 

2.74 Asked whether the Mini~try did not feel that unless the total 
finallcial implications of all such concessions were known, it would be 
difficult to make an assessmer..t of net gains from exports. Commerce Sec-
retary stated during evidence that "we agree with you that one must have 
an idea in order to realise what we achieve at what cost and value." 

2.75 During evidence, the Committee also enquired whether the Min-
istry thought that the present level of monetary support to export promo-
tion was absolutely indiSpensable. The Commerce Secretary stated 
that :-

"our projects suffer from the higher cost at home. That is one of 
the reasons why we are not competing abroad. Secondly, our 
technology, when compared with the sophisticated technology, 
also given an edge to our competitors; and it is extremely 
necessary that we must provi.de the support. When we con-
sider the figures of cash compensation, then one may get an 
impression that we are subsidising, but it is not so. The major 
part of it is really to neutralise those factors which have been 
created by the exces!!ive taxation or exces~ive duty and hence 
it may be considered in this particular line that it is not really 
the subsidy which is going into it but it is a rebate which is 
internationally accepted." 

2.76 He added that "we wili have to provide monetary support. The 
question is whether we are wedded to this particular level of support. During 
the last four or five years, we have been reducing it. Wherever we are 
satisfied that cash compensatory concession can be reduced. We have 
reduced it." The witness further stated that "unless we in India are able' 
to make our production reasonably economical using the fal?tors of produc-
tion to the maximum advantage, we will never be ~ble to achieve what we 
wanted to achieve." 

** At the time of factual varification (March 1982) the Ministry has stated that 
the figure of Rs. 2,800 crores relates only to the exports of items which qualify for 
cash compensatory support. In our reply we had not indicated the correspood~ 
figures of exports on account of duty drawbaock and export subsidy as these were 
not available. While some of the exports corresponding to the payment of COS 
might be common for drawback as well as interest subsidy, there would still be 
some exports which qualify only for drawback and not for COS. HeJM:e, the figu~ 
of Rs. 2,800 crores should relate only to the COS and not for other two iDcenti.es 
also. The combined figure of exports on account of the three incentives would be-
more than Rs. 2.800 cro~. 
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2.77 The expenditure on export promotion in tbe fono of cash compen-
satory support, drawbacks and export interest subsidy veers round 
to approximately Rs. 500 crores each year. Besides these Government 
incurs expenditure on such other measures like supply of raw 
materials at international prices, transport subsidy etc. and foregoes 
revenue by granting tax exemption. Considerable expenditure is also incurred 
on the various institutional arrangements set up for export promotion. Tbe 
Ministry has DO idea of the total cost of export promotion measures though 
Commerce Secretary agreed that "one must have an idea in order to realise 
what we achieve at what cost and value." It is a moot point whether the re-
suits achieved are commensurate with the expenditure incurred on export 
promotion measures. The Committee would like a Study to be made in this 
regard (SI. No. 23) 

2.78 The Commerce Secretary also identified certain factors like high 
cost of production at home, inferior technology etc. as the main factors res-
ponsible for the dependence of export sector on monetary support from Govern-
ment. The question arises whether high cost of production .due to inferior 
technology etc. should be neutralised by cash support and subsidies or whether 
it should be brought down by upgradation of technology and other impro,'e-
ments in production techniques., The Committee feel that cash support and 
subsidies are like clutches which though necessary for the time being, should 
not become a permanent feature. H a part of the financial support is diverted 
to making basic improvement in production techniques, it would do the national 
industry a lasting good and make our exports self-sustaining and competitive 
without much direct financial support. The Committee would urge that efforts 
in this direction should be intensified by Government and the Ministry of Com .. 
merce and Ministry of Industry should playa leacftng role in this regard. (SI. 
No. 24) 



CHAPTER m 
CONSTRAINTS ON EXPjORTS 

(i) NOIl-tariO-Barriers on Export Promotion 

A number of exporters and experts on foreign trade pointed out that the 
following non-tariff barriers adver~ly affect India's export prospectS :~ 

(i) Lack of quality/standards. 
(ii) Poor brand image. 

(iii) Inadequate after-sales servi.ce. 
(iv) Lack Qf aggressive marketing and sales promotion etc. 

3.2 Asked about the action taken in over coming these barriers, the 
Ministry stated that "much would depend upon what o!!l' OWn exporters do. 
As a result of the efforts made and various measures taken by the Govern-
ment there is, however, greater consciousness among our exporters to main-
tain high quality standards develop brand image, provide after-sales service 
and adopt proper marketing and sales techniques." 

3.3 The Ministry added that the Export Inspection Council was set up 
by the Government under the Export (Q .. Iality Control and Inspection) Act, 
1963. This Act empowers the Central Government to notify the commo-
dities to be brought under .the purview of compulsory quality control and 
preshipment inspection. No product covered under the Act can be export-
ed unJess a certificate of export worthiness is issued by the agencies recog-
nised/established under the Act. MOTe and more products have been 
brought under compulsory quality control. At pres~nt, 837 items are 
covered under compulsory quality co'ntrol, which constitutes aboot 40% of 
our total exports. 

3.4 The Ministry further stated that while there is no quality control on 
"brand" it i~ ensured by the export inspection agencies that the brand is 
not misleading one. No prpduct which is covered under the compulsory 
quality control is allowed for export with misleading export brand. In 
regard to after-sales service, firnls having large exports of machinery, capital 
goods are given all facilities to open after sales service. 

3.5 Regarding marketing and sales promotion, the Ministry stated that 
there was provision in the annual programmes of Export Promotion Coun-
cils to conduct market studies and surveys for potential items and to parti-
cipate in trade fairs and exhibitions abroad. The emphasis of late has 
been on participation in specialised trade fairs and exhibitions which are 
more result orient~. The foreign office of 'IDA and Engineering Export 
Promotion Councils as well as our Missions abroad help our ~porters ill 

Vlarious ways especially through providing marketing information and busi-
ness contacts. 'IDA and EEPC have also been organising business meets 
to project India's capacity and capabilities in specific areas and develop 
.business contacts. ' 

3.6 Referring to these non-tariff trade barriers, Commerce Secretary 
stated in evidence that "the quality control angle will have to be conti-

38 
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nuously kept in our mind, at the time of inspection, at the time of produc>-
tion and at the time of even choosing people who go abroad for promoting 
our sales. But there ii a human element which is involved here. I am not 
goirig into the que~tion of morality. But that has got to be checked and 
I think a positive business culture will have to be evolved." 

3.7 He added that "there are certain areas where we are being vic-
timised by certain vested interests. In the area of food and fish, it is quite 
true that some of our goods arc found to be defective. But there is a deli-
berate move from Japan itself which tries to bring discredit to some of our 
products:· For example, when we are selling our bananas, the quality of 
these perishable goods would not be the same when they reach the desti-
nation. We will have to constantly work on these ideas. I do not say that 
this is an excuse for us to keep silent. Vigilance will have to be stepped. 
up. We are trying to see that the inspection teams are always in position 
to do this job. Wherever a thing comes to our notice that tI!e quality is 
bad, we bring it to the notice of the Councils and take action·" 

3.8 Regarding inadequate after-sale service he stated that "we have 
tried to set up after sale services and in this area, the private sector has 
taken a lead. Kirloskars have set up sale services for their pumps etc., Tatas 
have set up this in Singapore for automobile. We are requesting the trad-
ing houses having over 10 crores of exports to provide service facilities. As 
regard aggressive salesmanship, marketing is our weak area and we have 
to be more aggressive in this." 

3.9 Asked as to what the Ministry had specifically done in this field, 
Commerce Secretary stated that "a group of 837 products have been iden-
tilled and notified where presqipment certification is ab~olutely necessary. 
The other thing which we are doing is to bring about an amendment to the 
Quality Act itself so that examplary punishment could be given to those 
who have violated the basic principles of ensuring the standards and quali-
lies. Pre-shipment inspection is also being intensified. Then we have got 
what you call a new idea to inculcate quality consciousness· into the com-
panies themselves by assisting them in building up in house quality control 
and testi~g facilities. We are trying to see in house process quality control 
is also there and also self-certification is being encouraged. These are some 
of the things, apart from policing and other things which we are doing arid 
we feel·that over a period of time Wllh more firms coming mto production, 
we will be able to take care of it, to the extent possible, but, much more 
than that, it will have to come by a quality culture which has to be built up 
in the indust{ial basel itself." 
Complaints about lack of quality 

3.10 At the instance of the Committee, the Ministry furnished the fol-
lowing information regarding complaints about! quality of Indian exports 
"the number of cases regarding quality complaints received from various 
sources boY the Quality Complaint Cell of the Export Inspection Agency 
located at Bombay during 1979-80 and 1980-81 are as under ;-
Agency 1979-80 1980-81 
Export Inspection Agencies 312 182 
Certified by other Agencies 17 43 

-- 329 225 
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Regarding value of the consignments/goods rejected by the foreigp. im-
porters during the last 2 years as above, the same is not readily available on 
.account of quality goods supplied did not conform to the s~ifications." 

3.11 However. the following qUality claims value-wise were allowed by 
the Reserve Bank of India during the last two years : 

(Rs. in lakhs) 

Agency Year No. of Invoice Claim 
complaints value Admitted 

Export 1979-80 92 805 ·01 29·96 
Inspection Agencies } 1980-81 6~ 1133 ·01 34·42 

155 1938·02 64·38 
Non-Export L 1979-80 17 257·80 4·28 
Agencies f 1980-81 43 238·84 11·50 

60 496 ·64 15 ·78 
GRAND TOTAL 215 2434·66 80 ·16 

3.12 According to the Ministry the cases of complaints and the value 
of the claims allowed by the Reserve Bank of India "appeared to be 
negligible keeping in view the total number of consignments certified during 
these 2 years. The Export Inspection Agencies during the period have certi-
fied about 2.07 lakhs and 2.30 lakhs of consignments. As against this the 
number of consignments reported to be of sub-standard quality by the 
foreign buyers stood at 329 and 225 respectively (inclusive of those certified 
by other agencies)." The Ministry has also stated that "the reasons towards 
the complaints received from the foreign buyers may be attributed to :-

(i) Sampling plan :-Under consignments inspection scheme, 
samples are drawn up at the prescribed scale based on statisti-
cal quality control system to assess the quality of the total 
consignment. The possibility of the error in judgment cannot 
be ruled out. 

(ii) There are cases where the unscrupuloys inspection officers 
were responsible to certify the sub-standard consignments. 
Disciplinary action was taken against 51 erring officials of the 
AgeocieS(w.e.f. April 1979). 

(iii) For marine products, the possibility of deterioration after 
inspection due to lack of maintenance of cold storages on 
Account of break -dowri of power supply, during transit and 
handling of the materials, do also exist. The Marine Products 
Export Development Authority has drawn up a number of 
schemes to arrest such failures. 

3.13 . The Ministry has informed the Committee that the followirig 
6tepS have been taken to prevent the export of sub-standard quality goods : 

(a) Coverage of more items wider the scheme of compulsory 
quality control. , 

(b) Simplification of system of iOspection and the role of the ins-
.. pection officers and manufacturers/exporters. 

( c ) Setting up of Vigilance Cells importarit out stations with their 
Headquarters at Delhi. 

(d) Encouraging the manufacturers/exporters to adopt the scheme 
of I~ qWWty comrol. 



(e) Pro~al to make compreheiisive amendments of some of the 
.existing provisions of the Export (Quality Control and Inspec-
tion) Act, 1963 is under active' consideration of the Govern-
ment. 

(f) Recognition of other governmental inspection agencies, in 
addition to Export Inspection Council, and also some private 
inspection agencies for the purpose of carrying out pre-ship-
ment inspection of product under comp~lsory quality control. 

3.14 Asked about the steps taken against the erring exporters, Com-
merce Secretary stated in evidence that "we can take away from them the 
right to export. We do not allow them also the import facilities if they 
were found connected with it. And in many cases we have exercised that 
power. One immediate case to our mind is medical bandages which were 
sent to Australia and other countries. They were found defective. Imme-
diately the whole thing was suspended and they were not permitted to ex-
port and at the same time an inquiry is being made as to how they could 
send non-standard bandages. We also have the Registration procedure for 
exports. We are also inspection the consignments which are exported. 
Though it is a State subject, yet our O:mtroller of Drugs and others have 
immediately taken it up with the company and the inspection of three or 
four consignments was immediately taken up. 

lnspection by buyers Ilominees 

3.15 A.chamber of commerce had suggested that inspection should be 
allowed to be done by the export inspection agency nominated by the b11yers. 
The buyers would then be forced to accept the quality certificates issued by 
the nominated export agency of their choice. 

3.16 Asked about the views of the Ministry on this suggestion, Com-
merce Secretary stated during evidence that "we feel that scope for collusion 
is there. If the local salesman wants, he can bring a bad reputation to us. 
On the other hand there are some advantages also. Certainly this alterna-
tive may be a little better than the other. We have to carefully consider the 
pros and cons of this." 

Lack of quality, poor brand image, inadequate after-sales service and lack 
of aggressive marketing are stated to be some of the major constraints on ex-
port growth. The Ministry has stated that in order to ensure quality in ex-
ports, Government has introduced a statutory scheme for compulsory quality 
control and pre-shipment inspection and so far 837 items of export have been 
brought under this scheme. These items cannot be exported unless certificate 
of export worthiness is issued by export inspection agencies set up or recognised 
by the Government. It is a sad reflection on these inspection agencies that 
329 complaints of poor quality of exports in 1979-80 and 225 similar com-
plaints in 1980-81 were received in respect of exports which had gone through 
compuIsorypre-shipment inspection. Out of the total number of 554 quality 
claims received in these two years, 370 claims involving an invoice value of over 
Rs. 24 crores were admitted and a sum of Rs. 80 lakhs was allowed as.£OmpeD-
sation by the Reserve Bank of India in these cases. The Ministry coasiden 
this to be "negligible" in view of over 21akh consignmeats certified during each 
of these two years: III the Com.mtttee's opinion, it is Bot the quantity aloae that 
sItouId be taken illto account m such matters, even a SinaD Dumber of sob-
fitaadard exports can tarnish the Image of the country and shake the confidence 
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of importers. The Committee would, therefore, like the Ministry to take every 
such complaint more seriously and besides tightening pre-shipment' inspections 
1lDd taking other remedial measures, it should investigate as to how certificate 
of export worthiness was issued in such cases. There should be no laxity shown 
in this regard and officers found guilty of negligence should be given deterrent 
punishment. (81. No. 25) 

3.18 The Committee find that 837 items covered under the compulsory 
pre-shipment inspection scheme constitute only about 40 % of the total export 
items. This leaves a big gap for sub-standard items to find a way out. The 
Committee suggest that the list of items not at present covered under the com-
pulsory pre-shipment inspection scheme should be reviewed with a view to bring-
ing as many more items under this scheme as possible to guard against sub-
standard items being exported. (8I. No. 26) 

3.19 The Committee were informed that in certain areas like food anel 
fish and other perishable items our exports have been found to be defective and 
certain foreign countries have tried to take advantage of the situation. The 
explanation that the quality of such goods though tested and found good at the 
time of pre-shipment is .likely to deteriorate in transit due to the perishable 
nature of these items does not carry conviction. The importers are not con-
cerned with the reasons for the deterioration of perishable goods in transit, they 
want goods of good quality at destination point. The Committee expect the 
Ministry to step up vigilence and tighten pre-shipment control to ensure that 
exports of perishable goods are not only of good quality when t~ey leave our 
shores but are so packed and handled in transit that they maintain '"their quality 
when they reach the destination. (81. No. 27) 

3.20 The importers who export sub-standard items can also not be ab-
solved of their share of responsibility in this regard. The Committee are 
informed that Government has power to punish such exporters and has in fact 
exercised that power in some cases. The Committee would like the Ministry 
to make use of these powers more often to prevent unscrupulous exporters from 
tarnishing the image of the country abroad. (81. No. 28) 

3.21 The Committee take note of the proposal under consideration with 
the Government to have statutory powers to give exemplary punishments to 
those who may be found to have violated the basic principles of ensuring stan-
dards and qualities in exports. This should be implemented at the earliest. 
(8I. No. 29) 

3.22 The Committee also take note of the progress made in private sector 
in setting up after-sales service in certain fields. The Ministry is reportedly 
suggesting to Trading Houses having over Rs. 10 crores of exports to provide 
service facilities abroad. This should be pursued. (81. No. 30) 

3.23 The Committee strongly feel that there is an imperative need to 
in~u1cate quality consciousness into the companies themselves. For this 
purpose, it is seen that the Ministry is trying to encourage and assist the com-
panies to- set up inhouse quality control and testing facilities. This is a step in 
the right direction. The Committee would urge the Ministry to pursue this· 
matter with the manufacturers and take all other steps necessary to build up a . 
positive quality culture in industry in order to ensure a consistently high quality· 
in industrial and other exports. (81. No. 31) 
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3.24 The suggestion made by a cbamber of commerce, tbat inspecti~ 
of export goods sbould be allowed to be done by an agency to be nominated 
by the buyers is apparently sound. The Committee would like tbe Ministry 
to examine it carefully and see bow far and in wbat form it can be implemented 
in the interest of exporters. (81. No. 32) 

(il) Forms and Procedures need for simplification 

3.25 A number of exporters and Chambers Of Commerce represented 
to the Committee that under the present procedure followed, an exporter 
has to fill up as many as 89 forms for completing each export transaction. 
They suggested that the procedures and the format require streamlining. 

3.26 Asked whether the Ministry had reviewed the forms and proce-
dures to be followed· by the exporters in the re~nt past Commerce Secre-
tary stated that "we completely agree that the number must be reduced, and 
that the system must be simplified. IIFI, has been entrusted with the job 
of undertaking this study and giving us a report, in July, 1981, we are ex-
pecting it." 

3.27 The Committee are glad to know that the Ministry has at last 
realised the need to stop procedural harassment to exporters and ba.s com-
missioned a study with a view to reducing tile number of forms to be filled up 
by an exporter 8nd simplifying the procedure. -

The Committee would like to know the outcome of the study and the con-
crete action taken in the matter. (81. No. 33) 

(iii) Export Duty on Coffee 

3.28 During the course of an on-the-spot study tour, the Study Group 
of the Estimates Committee were told that the biggest problem faced by ex':' 
porters of coffee is export duty. Export duty is announced without advance 
notice at any time. An exporter enters into a contract with a foreign buyer 
and 'before the coffee is paid for or moved to the port or shipPed, the duty 
is increased. The entire burden on this account falls on the coffee exporter 
the following suggestions were made to the Committee in this regard :-

1. Pipeline stocks (i.e. stocks bought in auctions and awaiting ship-
ment under firm export orders) should be exempted from the 
raise in export duty announced after the auction. . 

2. Export duty may be replaced by a special levy to be collected by 
Coffee Board at each auction and remitted to Government. 

3. The duty may be announced before the auction or at least at the 
commencement of each auction so that the exporters should be 
able to provide for the levy at the time of buy,ing{selling. Since 
auctions take place twice or thrice in a month it should not be 
difficult to time the announcement of export· duty. 

3.29 Asked w1lether the aforesaid suggestions were acceptable the 
Ministry stated that "at present pipeline stocks are not exempted from 
variation in export duty. Exemption of pipeline coffee will deprive Govern-
ment of revenue. to the extent of exemption granted in cases where duty 
ra~ have beenlDCreased .. It may be noted that when duty is reduced ex-
pdftei'sget the benefit on pipe line coffee exports. The Coffee Board affords 
4-1282LSSj81 
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protection against variation in export duty on a graded scale if coffee is 
shipped within 42 days from the date of auction. 

"The replacement of export duty by a special levy. to be collected by the 
coffee Board at each auction and remitted to government may require amend-
mcnt& to the CU&t01r..s /'.ct under which export duty is levied. In implement-
ing such a scheme, however, Coffee Board may have practical problems. 
They may not bc able to fulfil the requirement of a tax collecting agency as 
export duty is leviable at the time of export and there is bound to be time 
lag of varying lengths between disposal at export aucl:ion and actual ship-
ments." 

3.30 While announcement of levy could be made before an auction, 
there could be difficulties in implementation. ~porters generally club 
coffees bought at one or several export auctions and ship these coffees to-
gether to a particular buyer: Computation of export duty liability on 
coffees bought at different export auctions may be difficult. 

3.31 During evidence, the Committee pointed out that the Govern-
ment may announce the modificatiQ!lS in the export duty one or two days 
before the auction, instead of announcing after the auctiori. In this case the 
exporters can suitably alter their quotations. Asked whether there is any 
objection to this, the representative of the Ministry of Cominerce stated that 
"I have had a d\scussitm with the Central Board and I told them after all 
the ~xport duty has to come. Then why don't you announce it at least before 
the date, at least orally 7" 

3.32 lbe difficalty of coffee exporters caused by raise in export duty 
after the coffee auction and before shipment are genuine and can be solftd 
., gonmment without loss of revenue. All that is required is to time the 
UBOIIIlCeDlems of rensions in the rates of export duty so as to synchronise 
thea with the auctions which are reportedly held twice or thrice in a month. 
The Committee would like the government to look into the matter and evolTe 
a system which, while safegaarding public revenue, would protect the finandal 
illterests of coffee exporters. (81. No. 34) 

(iv) Sailing from Southern Ports 

3.33 Some non-officials represented to the Committee that sailings 
from Madras, Tuticorin, Cochin and Mangalore to both the Eastern and 
Western hemisphere are inadequate and that the sailings from these ports 
Should be increased. They also felt that if sailings from the Southern ports 
are increased, the pressure on the Bombay port would ease considerably. 

3.34 Commenting on this, Commerce Secretary stated that "Our pre-
sent information is that they have definitely improved the shippinj:! system 
as we call it. However there are still problems due to bunching and irregu-
Jar sailings. This is causing a lot of hardship to oUr exports and we are 
aware of it. This is a very critical area which has got to be improved. 
Ports have also got to. be improved." 

Regarding adequacy of sailings, a representative of the Ministry of Com-
merce informed the Committee that, "For destinations like UK-continent, 
etc. thel;e may not be problems; in regard to certain other destinations, there 
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hre problems. We have got Standing Export Conirnittee for export produc-
tion (Shipping). They take up such matters with concerned persons. If 
additional sailings are needed they are looked into; these are ad hoc 
measures; and there is need to tone up the overall system so far as these 
matters are concerned." 

3.35 Now that the Ministry of Commerce has accepted the inadequacy 
of sailings for export merchandise from Southern ports and has recognised 
the need to tone up the shipping system, the Committee hope that the Ministry 
would spare no efforts to have the sailings from these ports increased to cope 
with the demand so that exporters from the Southern Region are not put into 
difficulties on this account. (SI. No. 35) 

(v) Seting up of Warehouses Abroad 

3.36 A number of non-officials suggested to the Committee that India 
shruM set up warehouses abroad to store exportable merchandise and offer 
ready deliveries of its products. The need for warehouses arises mainly, for 
facilities of inventory stockpiling, distribution, and marketing. The provi-
sion of proper warehousing facilities thus aids effective selling and helps 
enlarge the market share. The supplies made through warehouses inspire 
confidence among the buyers about regular deliveries, besides enabling them 
to keep their inventory low. 

3.37 The Ministry informed the Committee that considering the import-
ance of warehouses Government is providing appropriate assistance to the 
Export Houses for setting up warehouses abroad. In the existing code for 
MDA grant, assistance up to 25 % of the expenditure is allowed for a period 
of three years from the date of opening of such warehouses. The Govern-
ment had also set up a committee in 1976 to examine the question of settin~ 
up of warehouses. That committee had suggested (Nov. 1977) that initially 
warehousing facilities might be started at Rotterdam since all the facilities 
required by the warehousing company were available there. That Conirnitee 
also suggested Hamburg, London, Geneva and Kuwait as the next. preferable 
places for setting up warehouseS. This Committee also identified certaia 
engineering products for keeping in the warehouses. In the opinion of that 
committee the STC would be the most appropriate public sector organisation 
which could provide the proposed warehousing facility. 

3.38 The Ministry informed the Estimates Committee that the warehouses 
have not been set up at any place so far and the matter was still being 
pursued with the State Trading Corporation. 

3.39 During evidence, the Committee enquired about the reasons for 
delay in setting up warehouses abroad. Commerce Secretary stated that 
"the idea is attractive and we agree with it and if I may be permitted 
to say so, we definitely went one step forward and two steps backward in 
this regard. For instance STC had set up in Rotterdam a warehouse but 
then we ran into so many complications and financial losses and what you 
call criticisms and counter criticisms that we have withdrawn from it." 

3.40 He added that the Government has provided some-enabling support 
to this idea and both the private sector and the public sector have taken 
initiatives. For instance, HMT, Tatas and Klrloskar have already set UJ) 
warehouses and they are doing a very well. The witness, however, felt that 
·'warehousing is not just stockpiling of certain products. It has got to do 
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to have some connection with marketing intelligence. That is why we were 
hesitating in this particular aspect. Of late the STC has also reconsidered 
the possibility of opening it but we want to be very sure that what they 
are going to do is not to repeat the past experience of closing down. While 
we are. supporting this particular idea and helping institutions like EPCs and 
others to open up warehouses, but we have done it with ,a. world of caution 
given to them." 

3.41 The Committee enquired abOut the reasons as to why the private 
sector was able to run the warehouses successfully while the public could not 
do so. Commerce Secretary replied that "the reason is that where it gets 
bureaucratised, it runs into difficulties. We are good for certain jobs and 
not good for certain other jobs." 

3.42 A Scheme of setting up government warehouses at Rotterdam and 
certain other places has been under the Ministry's consideration since 1977. 
The Ministry is in favour of setting up warehouses abroad and is in fact helping 
public and private sector units, set up warehouses but with a word of caution 
in view of the sad experience it had with a similar warehouse set up in the past 
which had to be closed down. Certain private and public sector units have. 
established warehouses abroad which are doing very well. 

3.43 The Committee agree that proper warehousing facilities abroad will 
enable exporters to stock inventories in consumption centres and help them 

. provide ready and regular deliveries to buyers. This will certainly give Indian 
exports a great advantage. Whether more warehouses should be set up by 
government or public sector or private sector agencies is a matter for the 
Ministry to decide but the Ministry should see that warehousing facilitieS· 
become available at selected places for all such merchandise as has a stable 
demand, low risk of obsolescence and rapid turnover. The Ministry will, no 
doubt, eDSure tbat past mistakes Jikebuleaucratisation of warehousing units 
are not repeated in future ventures. (SI. No. 36) 

(vi) Distribution of expor~ orders by conalising agencies 

t 3.44 It was represented to the Committee that export orders obtained 
by the canalising agencies like STC are not distributed equitably among all 
the exporters. Even a. State Government informed· the Commit4!e that the 
State Trading Corporation was not distributing the oroors among various 
exporters equitably as per the industries capacity. The C()mmittee were also 
informed that certain ~xporters were able to corner the export orders. 

3.45 Asked about the procedure adopted by canalising agencies for 
distributing export orders, Commerce Secretary stated in evidence that the 
exporters have to register themselves with the STC and once 'they are regi&c-
tered, their capability, their capacity and' their past performance are 
assessed and after that they are taken on the books and they are permitted 
for competing fOl' the export orders. While giving them. this particular status, 
we definitely look ·into their past performance, financial position, cost of 
production and the quality of the product." 

He added that "the 'in'lport~r who is wanting to buy. the product, has 
got certain designs in View and the companies which can fo1fi1 those designs 
are certainly given preference. So, there is no feeling that the Orders are 
~ed to only certain peop!e." 
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"Asked about that level at which decisions in this regard were taken, 
the representative of the STC stated in evidence that so far as the export 
orders are concerned, after evaluation they are put up to a committee of 
officials and this committee finally recommends which are the units which 
are suitable for distribution of the order. If there is any variation to be 
done, the orders of the Director are taken. But there is a committee which 
assists the Director." 

3.46 To enable the Committee to make a case study, the Ministry was 
asked to furnish a statement showing the total export orders for ga:rments, 
statewise demand for orders and the orders actuallv distributed state-wise, 
during the last 2 years. In reply the Ministry stated as follows :-

"Exports of garments are regulated in terms of Export Trade Central 
Order. Except for exports to countries with whom bilateral textile agree-
ments have been entered into under the aegis of Multifibre Arrangement for 
regulating trade in textile and clothing (i.e. EEe, USA, Canada, Sweden, 
Finland, Austria), exports to all other countries are allowed without any 
cOntrol or -restrictions. Exports to quota countries are regulated in terms 
of Garment Quota Distribution policy announced by the Govt. from year to 
year. The policy for 1981 was notified vide Public Notice dated 28th July, 
1980 and that for 1982 on 10th August, 1981. 

"The Policy prescribes a special reservation of quotas for central/state 
public undertakings including Apex Handloom Co-op Marketing Societies. 
For the years 1981 and 1982 the reservation is 5 % of thf< Annual quota . 
levels. 

"The allotment' of quotas for State/Central Corporations etc. is done by 
the Textile Commissioner in accordance with the prescribed· guidelines. 
Briefly, these guidelines provide for allotments among the corporations on 
first-<ODle-first-served basis, subject to export contracts fulfilling the condi-
tions of floor prices prescribed for various items of garments. Wherever· 
applications are in excess of the quota available, the allotment is done on 
the basis of cut off prices. 

"The garment Quota distribution policy does not envisage distribution ot 
quotas State or regionwise. Therefore, statistics relating to garments exports 
are not maintained Statewise." 

3.47 There is a general feeling among private as well as State Govern-
ment circles that export orders received by canaJising agencies like State 
Trading Corporation (STC) are not distributed equitably amoug States or 
exporters in various parts of the 'Country. The orders, it is stated by STe, 
are distributed after evaluation ~y a committee of oOicers of the STC of the 
individual exporter's capacity and capability to execute t~ export orders. 

3.48 When tbe Committee d~cided to make a case study of garment 
. export orders and their distri~tion State or region-wise and asked for statis-
tics in this regard,the Ministry informed the Committee sJlch statistics were· 
not maintained. state-wise as garment quota distribution poJiey ,Ioes no~ envi-
~SJge distribution of quotas state or region-wise. . 

3' 49 In view of the Ministry's inablity (0 furnish relevant statistics; 
the Committee find diflicult to judge whether the export "r4ei:S aredistri-
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bated equitably among exporters in various regions or not. The Committee 
suggest that the Ministry should review the mechanism adopted by canalising 
agencies for distribution of export orders among exporters and ensure, tbrough 
proper checks and balances, that export orders are distributed fairly and equi-
tably among eligible and reliable exporters all over the country and that ex-
port orders are not allowed to be cornered by a few preferred exporters. The 
Ministry would do well to take steps to dispel the feeling of injustice prevalent 
among exporting circles in certain States. (SI. No. 37) 

(vii) Projects Exports 

3.50 As a measure of diversification of exports, the Government is en-
couraging taking up of project exports. The Ministry also informed the 
Committee (by Feb. 82) that the total value of contracts obtained by Indian 
firms amounted to Rs. 4407 crores. The break-up of the projects between 
private and public sector alongwith their vaule is as given below :-

Public Sector 

Private Sector 

Supply/Turnkey Engineering 
contract contracts 

----- involving 
No. Amount supply of 

(in cror~) service alone 

No. Amount 
(in crores) 

Construction 
contracts 

No. Amount 
(in crores) 

Total 

No. Amount 
(in crores) 

• 30 

• 238 

445'50 

399·07 8 
- 65 

13·23143 

1733·38 95 

1915 ·79 389 

2078·88 

2328 '09 

TOTAL 484 4406'97 

, . (The figures mentioned under the column 'Supply and Turnkey Projects' 
incluQ.es purely supply contracts also for which deferred credit facilities were 
~ded by lOBI). 

3.51 It was noticed by the Committee that in certain cases the project 
exports were not profitable to the country or to the exporters. For example, 
the BPI suffered loss in the ARDIYA (KUWAIT) HOUSING project. The 
BHEL is also reported to have suffered loss in the Tripoli Power Station 
Project. 

3.52 Asked about the profit or loss liuffered by Indian companies in tile 
projects executed so far, Commerce Secretary stated in evidence that "We 
don't have the figures for the losses which have been made, but in respect 
of EPI, it is Rs. 10 erores in Iraq and Rs. 29 crores in Kuwait". 

3.53 The Ministry subsequently informed the Committee (February, 82) 
that "Reserve Bank· of India have indicated that most of the Overseall con-
tracts undertaken by Indian companies . are still under execution. The net 
financial results in respect of such projects can be determined only when 
they are finally completed, handed over to the project authorities and the 
stipulated maintenance periods ar~ over. Large number of the projects are 
undertakeri by private contractors. Information regarding the profits made 
and losses sustained by these contractors on different projects are not required 
to be reported to this Ministry by them. However, Reserve Bank of India 
bas been asked to compile the information regarding completed projects. as 
soon as possible." 
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3.54 Asked about the view of the Ministry on the projects sustaining 
losses, Commerce Secretary stated in evidence that "we do not like it, but 
some times losses are unavoidable. But if you were to look now what is 
happening on this front, the situation is encouraging and not very depressing. 
The Point is that the number of projects is constantly on the increase, the 
number of people going for project exports is increasing and the report of 
the performance which is reaching IDBI is good. IDBI has a working group 
which clears this particular bids before the companies are allowed to tender". 

3.55 He added that while considering the advantages and disadvantages 
of this particular scheme in project exports the following aspects have to be 
considered :-

(i) Our entry in foreign countries is really serving as a window for 
our products. 

(ii) We are lifting up the curtain in respect of our capabilities and 
capacities inside the country. 

(iii) Invisible gains are also there, e.g. remittances from other 
countries. 

(iv) It provides us a footing in certain areas where we are not known. 

Asked about the extent of exports generated by the turn-key projects, the 
witness stated that "it has generated a lot of exports,. but our difficulty is that 
our supply is li1!\.ited. In regard to cement, our local demand is such that 
we are' not able to meet it. But on the engineering side, a lot of things 
which 31'e moving, do so with the help of these' project exports" . . 

3.56 Projects exports have added OD a Dew aDd welcome dimeDSioB to 
lDdiaD exports. With 484 projects of the value of Rs. 4407 crores exeeated 
or ander-execatioD abroad at preseDt, IDdia has certaioly made aD impressive 
eDtry iD hitherto aokDOWD areas aDd opeoed a DeW window for oar products 
aDd sernces. Besides other beDefits, these projects will briDg iD DamenMIS. 
iDvisible gaiDS which are sure to improve our foreiga exchaDge positioD. TIle 
Committee "hope that the MiDistry would give all gaidaDce belp aDd eDcoarage-
ment to public aDd private sector orgaDisatioD to go in for project exports iD 
a big way. (SI. No. 38) 

(viii) Export Houses 

3.57 A number of non-officials had represented to the Committee that 
the record of Export Houses had hot been gratifying. According to a 
Chamber of Commerce Export Houses do not play the role assigned to th.em 
either in increasing raW material production, or in developing markets, or in 
researches, they do not take any interest at all. What they do is to get 'on 
account' shipments by the small scale operators paying a small margin. They 
do not have any responsibility regarding the quality of goods exported. In 
short, the role of the Export Houses is not at all helpful in any respect, to 
promote exports. 

3.58 Asked about the value of export performance of the export houses 
the Ministry stated that the f.o.h. value of exports against which replenish-
ment licences were issued to e!port houses during 1979-80 and 1980-81 
was Rs. 570 crores and Rs. 907 crares (Provisional) respectively. Many 
of the export houses have also exported items which do not attract replenish-
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ment licences. Separate figures relating to such exports are not r~ly 
available. The Ministry also stated that it is difficult to say categonc~y 
whether the performance of the export houses has been commensurate wIth 
the facilities and benefits given to them. 

3.59 It was however admitted by the }.1.inistry that lhere is room for 
improvement in the performance of export houses. In particular, export 
houses have to contribute much more than what they are doing at present to 
develop the export potentialities of the small and cottage units. There is 
also much scope for further diversification of products and markets by 
export houses. 

3.60 Asked about the steps taken to improve the functioning of Export 
Houses, Commerce Secretary stated that a Working Group under the Chair-
manship of Shri L. C. Jain was set up in 1978 for reviewing the working 
of the Export Houses. Based on tills group's recommendations, certain 
changes and modifications were made. The witness explained that accord-
ing to tills group export houses "are doing significantly better work than 
what they were doing before they were brought under the category of 
Export Houses." 

He further added that "this is an instrument which shc-uld be exploited 
further to see that its work is sharp and performance is better. But, at 
present, we are not dissatisfied." 

3.61 Utility of the Export Houses has been questioned be certain ex-
porters and export organisations. Complete picture of the total exports 
made through Export Houses is not availabl., with ~hi! Government. In the 
absence of this data, it is difficult to judge the performance of Expopt Houses 
in relation to the facilities and benefits given to them ,by Government. 

3.62 According to the Ministry certain changes were made in the work-
ing of export houses in the light of L.C. Jain Committee's Report (1978) and 
~w the export houses are doing significantly better work than what they were 
dQiag before they were brought under the category of export houses. The 
Ministry has, however, conceded that these houses have to make greater efforts 
to cliversify products and markets and boost export potentialities of small and 
cottage units. The Committee expect the Ministry to look into the weak 
areas of export houses and make them a more potent, instrument of service in 
the field of exports, especially in hitherto neglected areas. 

3.63 The Committee would also like the Ministry to maintain complete 
data about the pedormance of expQrt houses in order to be able to assess their 
achievements in relation to the facilities and benefits given to them. (SI. No. 
39) 

(ix) Problems faced by Exporters in the North Eastern Region 

3.64 During the visit of the Study Group of Estimates Committee to 
North Eastern Region, it was represented that :-

(i) The attempts made to' popularise products of north-eastem 
region> in India and abroad are very very insignificant. 

(ii) Not to speak of fairs abroad even within India products' of this 
region do not get a proper place in fairs. The entrepreneurs 
of north-eastern region were stated to be in the dark even in 
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November, 1981 about the trade fair being held at pragati 
Maidan New Delhi in that month. 
The North Eastern Region does not have any office or brarich 
of EPC, commodity Board. 
S.T.C. has failed to secure any export order for products of 
the region. 
The North Eastern Region is not represented in Advisory 
C-Quncil on Trade. 

The Study Group of the Estimates Committee were also informed that 
there were no inspection agencies in the region with the result that the ex-
porters have to go all the way to Calcutta for inspection. 

3.65 During evidence Commerce Secretary admi~ted that ."in EP<; and 
Advisory Council we do not have an~ representative of this partl~lar 
region. The nominations in Advisory Council are not !>ased on the regto~l 
representation and that is why we do not have anyone from there. It 18 
also correct that the STC, so far, has not secured . any specific export-
oriented order for 'this particular region." 

He added that the foRowing. steps have been taken to boost exports 
from this region :-

(i) A Joint Secretary in the Ministry has been designated exclusi-
vely incharge of exports from this region. 

(ij) An action-oriented programme for exports of coffee and tea has 
been chalked out. 

(iii) The Handicrafts and Haildloom Board has set up a separate cell 
for exports from this region. 

(iv) The IIFf and th~ National institute· of ,Design are making· an 
assessment of the export potential from this region.. . 

3.66 Commerce Secretarv also informed the Committee that since the 
settiDg up of the special ·corPoration in this region by the products of this 
particular region were exhibited in the Exhibitions; they participated in ~ 
International Exhibitions in Moscow, Brussels and Tokyo and the Buyer-aud-
Seller-Meets which was held in the USA. In the latest International Trade 
Fair also there was a special pavilion meant for this particular region. 

3.67 Regarding the location of Export Inspection Agencies in the region, 
the witness stated that "it is the 'quantum of export' which determines it 
There are 62 offices in 14 States. There are some States where we don't 
have it. When export picks up, we will provide it." 

3.68 There is no representative of the North Eastern Region in the 
export promotion councils or in the advisory council on foreign trade. Nq 
office or branch of the export promotion councils, Commodity Boards, Export 
Inspection Council has been opened in this Region. Even the State Tradiug 
Corporation has not so far secnred any specific export order for tbis partieular 
region. Indifference to tbe legitimate expectatioas of. this important regioq 
iq these matters especially wilen it bas good export potential is. very mort&-
Date. 
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3.69 The Ministry of Conu:iterce bas recently taken certain steps like 
designating a Joint Secretary exclusively incharge of exports from this regio~ 
chalking out action oriented programme for exports of coffee and tea, creation 
of • separate corporation by the Handicrafts and Handloom Board, commis-
sioning of the Indian Institute of Foreigli Trade and the Nationai Institute of 
Design for making an asscssmc:;t of the e;':iiv.~ pvt.:otial of this region etc. 

3.70 The Committee would like the Ministry not only to take all possible 
measures to boost exports from this region but aiso involve the representative 
organisations of this region in evolving and implementUig export plans in a big 
way. Branches of export organisations am! inspection agencies should be 
set up there as eady as possible to stimulate export consciousness and export 
efforts. In fact, the Mhiistry shvuld mllke all efforts to heip this region to 
catch up with the rest cf H:{; {;c:::;t:-j' i:; ~tc !ic!;! of CXJi()[lS. (St No. 40) 

(x) Problems faced by Exporters and the offices of the CCI&E 

3.71 A number of exporters and the leading chambers of commerce 
represented to the Committee that exporters were finding it difficult to get 
import and export licences from various offices of the Chief Controller of 
Imports and Exports (CCI&E). They alleged that there was considerable 
redtapis}ll and cmruption in the Offices of the CCI&E. According to them 
the long time taken in granting these licences causes considerable set back in 
their industrial development and export plans. Referring to this during 
evidence the representative of the Ministry of Commerce stated that "proce-
dures have been streamlined in the office of the Chief Controller of Imports 
and Exports. There are mainly two functions-issue of licences and dis-
bursement of cash compensatory support. In the case of cash compensa-
tory support, we have simplified the procedure, under which bulk of the 
payment of cash compensatory support is made across the counter either 
the same evening or the following day. From 1st November, 1980 we have 
a time-bound issue of licences. In the case o;f actual user licence for restrict-
ed items we have prescribed 30 days by which we have to issue the licence. 
FOI: import replenishment licences 45 days have been given. We get reports 
from the field officers. We take care to see that this time-table is followed. 
There are complaints because perhapS! this time-table was not followed. 
Otherwise, such complaints would not have come to the notice of the Com-
mittee. As the Commerce Secretary mentioned, our constant endeavour is. 
to make. further and further improvement. 

"One area which the committee might be having in mind is the capital 
goods licensing, which is decided by two different committees. Up to a 
certain value, the Chief Controller i, the presiding officer of the Committee. 
But if it goes above a certain value, then the issue of the licence has to be 
decided at a very high level, by a Committee of Secretaries. This paper has 
to be processed by several Ministries, which involves some delay. But we 
take note of the very valuable suggestion of the Committee and we will try 
to improve it further." When the Committee pointed out that the delay was 
not at higher level but at lower levels, the winess stated that ''we will tike. 
note of it." 

3.72 Even though the MUiistry bas taken action on various fronts tet 
streamline the procedures in the grant of import and export licences, it win 
k • mistake to ignore the general feeling in certain quarters that there is c:olL'ii-
derable delay in the issue of these licences and that there is red-tape and cor-
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ruption in the Offices of the CCI&E. As assured during evidence, the Com-
mittee expect the Ministry to make further effcrts towards improvement and 
streamlining of the procedures so as to leave no loopholes or scope for any 
omcial at any level to cause delays in the issue of licences or harassment to the 
exporters. (SI. No. 41) 

(xi) Miscellaneous Problems 

3.73 During the course of examination of the subject the Committee 
received a number of representations relating to problems experienced by t~e 
exporters. The Committee have dealt with a number of them elsewhere m 
this Report some of those not dealt with elsewhere are indicated hereinafter 
in this section. 

1-/ ndustrial Licensing/Modernisation 
(a) Grant of industrial licences for export oriented units should be 

made simple. . 
(b) Expansion of existing capacity for purposes of exports should be 

allowed. 
(c) 
(d) 

(e) 

Modernisation of existing units should be allowed freely. 
For setting up export oriented units or for installation of addi-
tional capacity for exports, the machinery required should be 
allowed to be imported with minimum formaIit\es. 
Soft credit should be allowed for this purpose. 

(£) All other facilities which are presently being provided by the 
Centre and the State to Small Scale Sector should be made avail-
able to export oriented units~ 

II-State LevieJ on Raw Materials 

While the Union Government has adopted ieveral measures for export 
promotion, certain legislations by some State Governments very often go 
counter to the spirit of the Central measures. For example, purchase tax 
on raw materials levied by certain meritime states on seafood industries, 
which are 100% export oriented industries, is stated to be against the spirit 
of the Central Sales-tax. Because of such a tax being there in some States 
aDd not in all States this tax creates a costwise competition between products 
of different States. This has also affeced the compeitiveness of the Indian 
seafood exporters. This tax should not be levied. 
ill-"Wastage" under Duty Exemption Scheme 

There is great dissatisfaction with the provision for wastages allowed 
under the Duty Exemption Scheme. The wastage allowed under the Scheme 
is much less than what the actual wastage is, with the result that the 'benefits 
contemplated under this scheme are not available to the exporters in fuU 
measure. 
IV -Freight Subsidy 

(a) The freight places an extra burden for exporting tm.its situated far 
away from Bombay. For example, the Woollen Knitwear industry being 
situated in Ludhiana has to incur heavy expenditure on freight. A few years 
ago 50% concession was given on export consignments moving from North 
India to Bombay by Railways. This concession has been withdrawn. This 
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concession should be revived. Besides, air freight sllbsidy should be granted 
to export consignments. 

(b) The high incidence of freight charges is one of the important factors 
which make the working of certain industries unecononiical. A subsidy on 
freight cmuges should be considered. 
V -Service Charges of Canalising Agencies 

Canalising agencies like Handicrafts and Handloom Export Corporations 
charge heavy service charges without rendering any service. HHEC does not 
organise any buyer-seller meets fair or market surveys. The service charges 
paid to them add to the cost of the exporter. 

VI-Inspection for Woollen Industry 
The Textiles Committee has been designated as the Ins~ction Agency 

for Woollen Industry. Exporters of Woollen goods are not happy with the 
working of the Textiles Committee Inspectorates. There are inordinate 
delays in the issuance of inspection-cum-test certificates. Exporters are 
unnecessariiy harassed and treated very shabily by the s~aff of the Textiles 
Committee offices. Self certification scheme should be introduced. If this 
is not possible the nearest laboratory recognised by the State Government 
Qr Central Government should be authorised to issue inspection-cum-test 
'Certificate for purposes of grant of cash compensatory support and drawback. 

VII- Delay at Customs HOllses 
In certain cases goods sent for trade fair abroad are subjected to delays 

by Customs on return. 
VIII- Seafood Industry 

The following problems were brou~t to the Committee's notice :-
(a) There is a lack of adequate refrigerated/insulated trucks for 

transportation of seafood. Refrigeration units should. be 
allowed to be imported duty free on priority basis for this 
purpose. 

(b) High cost of diesel oil has made the fishing industry economically 
non viable. A substantial subsidy on the cost of diesel oil for 
this industry is necessary. . 

(c) The seafood industry is virtually denied a need based 
financing policy. There is no system of allowing finance to help 
the exporters to keep stocks in times of abundance to build up a 
bargaining capacity. The interest charged to this industry is 
too high. The quantum of credit for purchase of raw material 
is based on the cost existing several years ago and has no rele-
vance to the present high costs. 

(d) Many units have gone sick. No rehabilitation finance is avail-
able to such units. The debt equity ratio stipulated by IDBI 
for term loan refinance is 3 : 1. This ratio has to be revamped 
in accordance to this industry's needs. 

(e) Being fully export oriented, the seafood industry should be ex-
empted from the requirements of margin money for packiPg 
credit which to<;1ay is to. the· extent of 25 to 30%. 
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(f) At present, the Marine Products Export Development Authority 
sends its own personnel to trade fairs abroad and it meets their 
full expenses. This does not help the promotion. of seafood 
exports. Persons from Seafood Industry should be sent abroad 
to participate in trade f~ and the entire expenses of the 
participating exporters should be met by the MPEDA. In fact 
where EPCs are functioning, exporters are sent abroad and some 
portion of their expenses are met by the EPCs. 

(g) In countries like Pakistan, Bangladesh, Malaysia, Indonesia, Sri 
Lanka, etc. which are our neighbour competitors in seafood 
export, some arrangements should be made to procure valuable 
data on catches and raw materials prices to be promptly trans-
mitted to the trade through the MPEDA. 

(h) Depending on the offtake by each importing country, a represen-
tative of MPEDA should be stationed in such countries to 
communicate timely information to the trade in India. 

(i) MPEDA, a statutory body, lacks in necessary powers to take 
decisions and to implement them in the field of seafood produc-
tion and exports. The authority is vested only with r{)COmmCll-
datory powers. Decisions on an~' issue come from the Govern-
ment. All questi0!lS relating to fishing still continue to be under 
the control of the Ministry of Agriculture where the MPEDA 
has no voice at all. There is no coordination between the pri-
mary production and export. This is a major implement. Th:s 
state of affairs needs rectification and MPEDA should be vested 
with necessary powers to take decisions in all aspects and to 
implement them. 

IX-Cardamom 

(a) Cardamom is facing stiff competition from Guatemala. Cess on 
cardamom should therefore be abOlished. 

(b) Exporters of cardamom should be encouraged to attend trade fairs 
and they should be given Market Development Assistance. 

(c) In the case of· cardamom, market intelligence is reaching from Mid-
dle East but not enough from Europe. A market intelligence unit should 
be set up in Europe. 

X-Cashew Industry 

In the case of Cashew Industry, a Commodity Board which wilInot only 
deal with export promotion but also take care of development and produc;.. 
tion definitely serve, the industry much better than the Export Promotion 
Council. 

The Directorate of Cashew Development and Cashew Export Promotion 
Coundl are not able to resolve the problems in the fields of production and 
development fully and a c<>mqlodity board as a broad based organisation 
would be welcome. 
XI-Walnuts 

. There is a great scope for export of Kashmir walnuts,. particularly to 
U.K: but as the apple and walnut seasons overlap and the State Government 



:gives priority to apples for the purpose of transport by road, the export of 
walnuts sulkrs because of lack of adequate transport. 

XII-Handmade Matches 

(a) Handmade Match sector can export considerably large quantum, if 
only it is allowed to procure the right rdW materials for Veneers such as 
Pinewood and also allowed to procure good quality printed card-board 
outer & inner slides for the match boxes to the desired finish to enable it 
to compete with the Overseas Manufacturers of West Germany & Sweden. 
Unfortunately efforts to have the Printing industry instal necessary machines 
with updated technology to produce a really good quality product is being 
stUIllped by vested interests. 

(b) Shippers classify the safety matches as hazardous goods and very 
f~ shipping companies accept matches cargo. As a matter of fact, matches 
properly packed pose no haZard at all and are not capable of spontaneous 
combustion by themselves. Thus, shipping is a major uncertainty. 

(c) At present shipments are effected only by Country Crafts from 
Bomba~ Port and that too between October and March, as Shipping throush 
regular vessels is uneconomical even when available. As far shipment to 
Mauritius and other East-African Countries where there is a demand, there 
are no shipping facilities available. 

(d) Shippers & Port Authorities should make a study of the manufac-
ture of safety matches, the way it is being packed etc., so that they may be 
fiatisfied that safety matches, as cargo, is no more or no less hazardous 
than any other conventional cargo. Such a study will enable them to come 
to a pragmatic conclusion in fixing the freight rates, providing shipping 
5pace8 in all the Ports, etc. 

XIll-Chilly trade 

(a) There are no standard shipping rates for chillies to many destination 
~ch as New Zealand, Fiji Islands and African Ports. When no standard 
freights are available the chillies have to be shipped under General Cargo 
rates this is relatively very high, as chillies being a bulky commodity, the· 
rates' are assessed on the volume occupied by the Commodity and not on 
weight basis. At times this freight works out to any where from 30% to 
50% of the sale price of the commodity, which is very high. 

(b) The freight rates for chillies to destinations must be fixed on weight 
basis and not on volume basis. 

(c) In Cochin Port chillies are not being allowed to be loaded into 
containers. This is a hinderance since there are only container facilities 
available to Ports such as in Australia, Newzealand etc., and since many of 
the vessels calling for U.S.A. and European have only container for loading. 
Chillies should be allowed to be loaded in containers in Cochin. 

XIV-Sports Goods 

Small scale units engaged in manufacturing sports goods face a number 
of difficulties in procuring raw materials for manufacture of /!:oods for ex-
port. The sports goods industry of India is mainly at Jullundur and out-
of Rs. 20 crores of sports goods exported from India during 1979-80, 
Rs. 15 crores worth of sports goods were from Jullundur. But the States 
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like Karnataka J&K, H.P. and Goa have banned the movement of cane, 
willow, ashwood, mulberry etc. from their States to Punjab. This has given 
a great set-back to the sports industry of Punjab. This problem should be 
sorted out. 

XV -H andloom 

(a) In view of the shortage of short staple cotton within the country, 
export of short staple cotton should be banned forthwith. Further NTC/. 
Co-operative spinning mills should also be directed to re-structure their 
production of yarn so that lower counts of yam are also manufactured to 
meet export requirements. . 

(b) Most of the orders for hand loom towels procured on government 
and foreign trade delegation level etc. are taken away by the exporter5 sit-
ting in Delhi and Bombay. Th6 exporters sitting in other places never got 

-orders. 
XVI-Return of exhibit~ from abroad 

Valuable articles exhibited abroad in trade fairs are not often returned 
to the concerned units and most of them are declared as "lost". 

XVIl--Container facility at Delhi 

An wand container facility at Delhi should be provided as announced 
by the Central Government. 
XVIII-Availability of wago~ 

In spite of priority being accorded for movement of expott cargo, ex-
porters are unable to secure adequate and timely wagon facilities. This 
needs improvement. 

XIX-Storage Facilities-Minerals 
Storage facilities are not available for mineral exporters in Madras Port. 

Exporters of minerals in bulk cannot execute export orders unless they are 
provided storage facilities in the harbour and are enabled to move the ex-
port cargo in adequate quantities well in time for shipment since they can-
not move all the cargo within the 30 days time they are allowed. 

3.74 The CoJllJllittee have gone into the problems and suggestions, 
referred to in detail earlier in this section, relating to industrial licencing, 
State levies on raw materials, "wastage" under Duty Exemption Scheme, 
freight subsidy, service charges of canalising agencies inspection for wooDen 
industry, delay at customs houses, seafood industry, cardamom cashew in-
dustry, walnuts, hand-made matches, chilly trade, sports goods, handloom, 
return of exhibits from abroad, container facility at Delhi. availability of 
wagons and storage facilities. The problems of the exporters in these fields 
appear to be genuine and· deserve a careful and dispassionate consideration. 
The Committee would like the Ministry to examine ea~h one of these sugges-
tions and problems and inform the Committee of the action taken in the matter. 
(SI. No. 42) 

XX-Exp011s Studies 
3.75 During the course of the examination of the measures taken by 

the·· Government for promoting exports the Committee noticed tInit there 
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was considerable scope for improving export earnings and reducing export 
promotion expenditure.. The important areas in which the Ministry's efforts 
should be directed were identified by the Committee. These are :-

1. Improving unit value realisation of Indian Exports (which is de-
clining year after year). 

2. Improving competitive strength of Indian Manufacturers. 
3. Identifying Products whose exports can be sustained without cash 

assistance or with least cash assistance for a short period. 
4. Identifying products which earn maximum "net foreign 

exchange. " 
5. Reducing expenditure on export promotion measures. 
6. Pricing systems adopted by Indian Exporters, the correctness of 

the data furnished by the councils and exporters for fixing cash 
assistance efficacy of MEP system, problem of under invoicing 
etc. 

7. Streamlining the institutional set up. 
8. Identifying exporters who can sustam the country's exports with 

no or least assistance from the Governmen't. 
9. Competitive strength of our exporters vis-a-vis of other countries. 

10. Studies on efficacy of our publicity compaigns, buyers-sellers 
meets, Trade Fairs etc. 

11. Social and economic costs of our exports and how to reduce· 
them. 

12. How best to minimise our imports, what are the prOucts whose 
imports can be avoided, shortcomings in the Imports strategy 
adopted, buying direct from producers, resorting to spot pur-
chases of oil etc. 

3.76 At the instance of the Committee the Ministry explained the posi-
. tion seriatim, as follows :- . 

Point No.1: The Indian Institute of Foreign Trade conducted a 
study on greater Processing for exports for better unit value 
realization in 1968-69. 

Point No. 2 & 9 : In practically all the markets studies the question 
of improving the competitive strength of Indian manufacturers, 
exporters vis-a-vis competitive sources of supply abroad is 
dovetailed upon. The areas of weaknesses identified and sUg-
gestions made in tllis regard. are given sympathetic ·considCllta-
tion. 

Point No.3: The Indian Institute of Foreign Trade conducted short 
studies ill respect of selected engineering products viz., bicyc:le 
and bicycle parts, steel wire ropes, transformers, :iIJld steel -tubes 
and pipes, in 1972-73 and suggestions were made either to re-
duce or maintain cash compenSatory support. 
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Point No.4: In 1981, the Institute conducted a study on 'Net 
Foreign Exchange earning from Exports". The objectives of 
this study were, inter-alia: ( a) to clarify the conceptual .and 
methodological issues relating to net forei~ exchange ~gs 
(b) to estimate net foreign exchange earmngs for specified m-
dustrial sectors to the extent possible which would have opened 
the data base and easy to draw conclusions for policy formula-
tion on the basis of the empirical analysis. 

This study has estimated net for~ign exchange .earIiings for 
19 industrial sub-sectors on the baSlS of data published by the 
Reserve Bank of India for large and medium industries. The 
net value added for these sub-sectors were also estimated. 

Point No.5: It has been the continuous endeavour of the Govern-
ment to reduce unnecessary expenditure if any, on export pro-
motion measureS. 

Point No.6: A short study in late sixties was conducted by the 
Indian Institute of Foreign Trade to indicate the processes of 
reducing cost for export. 

Besides a few cases of pricing systems for export were com-
piled by the Institute. Every year since 1970, the Institute has 
been organising seminars/training programmes on costing and 
pricing for export with a view to discussing the different pric-
ing systems followed by Indian exporters. 

Point No.7, 8, 10, to 12 : No specific study has been made as such 
in respect of these points. 

3,77 It is seen that studies on the aforesaid aspects of exports have 
either not been undertaken, so far or where undertaken, these were done 
long time ago. 

The Ministry has however informed the Committee that the Ministry's 
Export Services Coordination Committee (ESCC) at its meeting held in 
December 1981, had specifically asked the various Export Promotion Coun-
cils Commodity Boards, IDA and lIFT etc. to undertake studies on the 
points outlined above. 

3.78 The Committee are glad to note that at their imitance the Export 
Services Coordination Committee had aSked the various Export Promotion 
COIIIlciIs, Commodity Boards, Trade Development Anthority, Indian Institnte 
of Foreign Trade etc. to nndertake studies on the various aspects of export 
promotion as identified by the Committee 00 which studies have either DOt 
been nndertaken so far, or where undertakea have become outdated. 1be 
Committee hope that these studies would be completed and made use of in 
shaping the fnture strategy of esports with a view to deriving the maximum 
advantage. (SI. No. 43) 

5-1282LSS/81 



CHAPTER IV 

EXPORT PUBLICITY 

. A. Trade Fairs 
Export publicity' of various conunodity/product groups in overseas mar-

kets is looked after at the individual industry level by respective export pro-
motion agencies viz. Export Promotion Councils, Commodity Boards, Cor-
porations, etc. The export publicity effort at the national level is supple-
mented by the Trade Fair Authority of India (TFAI) through various media 
such as journals, special supplements on India in' foreign newspapers/ 
journals etc. 

4.2 TFAI also brings out an English Weekly. "Economic and Com-
mercial News" which is intended primarily for feeding Indian Governments' 
Commercial Representatives abroad with topical information) about the 
country's advancements in commercial and industrial fields. The Missions 
abroad utilise the material contained in the weekly for further publicity 
through their home bulletins press handouts. Copies of the weekly are also 
distributed among the commercial and industrial circles by the Mjssjoos 
abroad. 

4.3 To focus attention on the COWltry'S' growing indusUial and export 
capabilities, TF AI sponsors from. time to time special supplements on India 
in selected foreign newspapers and periodicals. The Authority assists the 
trade and industry in the country in the release of table advertisements in 
foreign newspapers/periodicals for projecting the increasing export poten-
tial. 

4.4 In the context of various trade fairs and exhibitions ocganisOO by 
the TF AI abroad, pUblicity is organised on India's industrial progress and 
export potential through newspapers, radio, television and other mass media 
in the countries concerned. 

Apart from TFAI. the Trade Development Authority (IDA) ocganises 
Buyer-Seller meets participates in Fairs and Exhibitions abroad. TDA also 
conducts contact promotion programmes, publishes catalogues on Indian 
produc~ etc. 

4.5 A number of experts, exporters and Chambers of Commerce feel 
that our publicity campaigns have been ineffective and inadequate. In a 
memorandum submitted by an export it was stated that the failure of t1te 
publicity campaigns are evident from the fact that the image of our products 
in the world markets remains very poor and our share of world trade bas 
been showing a perceptible decline over years. Very few countries, even 
in the developing world, are aware of the immense changes in the induStrial 
complex that have taken place in India in the last 2-1/2 decades. Indian 
manufacturers, by and large, have not come to enjoy any high degree of 
acceptability. No Indian brand names with few exceptions have become 
popular in the world markets. In the developed -countries the image of 
Indian products leaves much to be desired in terms of deliveries, quality and 
specifications. Similar comments were made in many other memoranda 
received by the Committee. Referring to these views, Commerce Secretary 
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stated during evidence that "we completely agree with the suggestion that 
publicity provides the drive to the projects. Sales are likely to go up if there 
is proper and timely publicity. But V!e have the resource-consu:m.nt.. ~ut 
within it, we try to do our best. But m Europe, the cost of publiCity is ru-
ing. TV publicity is very costly. That is why we find it very difficult to 
make use of all modern media for doing publicity. . 

4.6 He added that, "the image of several Of our products, both in the 
private and in the public sectors, is receiving attention and is being projected 
in a proper manner which really helps in the sale of our produ~ts. Bajaj 
Autos have been publicised very well in Indonesia and other places and jt 
is catching up. Similarly Tata publicity is quite satisfactory. In the public 
sedor, HMT has done pretty well. Our participation in trade fairs also is 
expected to give a push to the publicity drive which is most desirable. But 
ultimately our limitations are the resources." 

4.7 The witnesS stated that though there was no ceiling on the foreign 
exchange allowed to private sector manufacturers for publicity ab£Oad of 
theit products, the RBI was rather very careful in this matter. In 
this context the Committee pointed out that certain private manufacturers 
had told them during on-the-spot study visit that they could get better mar-
kets if they were allowed more foreign exchange for publicity. 

Asked whether there is any independent mechanism at present to eValu-
ate the impact of out publicity campaigns abroad, the witness stated that 
"we have not undertaken any ~dependent study of this." 

Coordination amongst agencies organising Trade Fairs 

4.8 Certaiti non'-o:ffi.cial organisations representing exporters and manu-
facturers informed the Conimittee that, "in comparison to participation from 
Western countries in overseas Trade Fairs, Indian entries have yet to. attain 
a professional footing. Participants often face problems in regard to choice 
of displays, timely despatch, replacement Of damaged. exhibits etc. . A 
thoroughly professional handling is required. since displays in overseas fairs 
compete fiercely with one another from the angle of total effect the cosme-
tics. or the product, the visual appeal of the decoli/ stall erection etc. A 
coordinated approach in these matters! among the Trade Fair Authority, 
Trade Development Authority, and EPC's Commodity Boards is called for. 
The basic point is to build up capability for professional excellence in doing 
the job." 

4.9 Commenting on these points, Commerce Secretary stated in evi-
dence that TF AI has been declared as the focal point for organisin~ and 
participating in trade fairs. Agreein/l: that there should be a coordinated 
approach amon~t the various authorities in this re~d, the witness stated 
that "we have already decided to undertake a study in this regard. This 
has been entrusted to NID to ensure that we are able to work out as to 
what should be done to imorove these caoabilities immediately, and to see 
that these ideas are percolated and professionalism is introduced there. As 
for the reaction of the Ministrv, we woutd say that we are completely in 
fa"our 6f a coordinated approach without wasting talent." 

4.1& Publidty of varietls predocts ia Ovenlell8 markets is ol'2a .. ised by a 
large number of organisations, viz. Export Promotion Councl1s (EPCs), Com-
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RlCHlity Boards, Corporations, Trade Fair Authority of India (TF AI) and the 
Trade Development Authority (IDA). 

4.11 There is a general feeling among exporters and commercial orga-
nisations that the export publicity leaves much to be desired. They feel tbat 
our publicity campaigns are ineffective and inadequate, and not many countries, 
even in the developing world, are aware of the immense changes in the iocJus.o 
trial complex that have taken place in India over the last 25 years. 

4.12 Commerce Secretary has admitted that due to resource constraints, 
they find it difficult to make full use of all modern media for doing publicity 
abroad. He feels that within the available resources, India is doing its best 
and image of several of our products is receiving satisfactory attention abroad. 
The Committee is not in a position to evaluate the impact of our publicity 
abroad. . But tbey would like to point out that publicity, if it has to produce 
impact must be concentrated and sustained and sophisticated enough to catch 
tbe eye of target audience. Half-bearted publicity is hardly .,roductive. 

4.13 At present there is no independent mechanism to evaluate the impact 
of the publicity campaigns. Unless these are evaluated from time to time, 
the Ministry will not have an opportunity to judge the effectiveness of their 
publicity or to improve their techniques and chaunels of publicity. The Com-
mittee expect the Ministry to evolve a suitable mecbanism for evaluation of 
foreign publicity. (SI. No. 44) 

4.14 Lack of professionalism and coordinated approach is stated to""'be 
one of tbe weaknesses of our publicity campaigns abroad particularly in tbe 
number of export promotion. The Committee are glad to note that the Minis-
try, which is in favour of a coordinated approach, has now decided to under-
take a study in this regard in order to bring about improvement in foreign 
publicity. The Committee would like to be apprised of the outcome of the 
study. (SI. No. 45) 

4.15 There are a large number of organisations, official as well as non-
official, which are carrying out publicity abroad. Just as Government has 
declared TF AI as the focal point for organising and participating in trade fairs 
abroad, in the Committee's opinion, there is need for a well equipped and 
professionally staffed body to be designated as the focal point for coordinating 
publicity campaigns abroad. Unless this is done, the chances of duplication 
of efforts and wastage of precious foreign exchange cannot be completely 
ruled out. The Committee would like the Ministry to give it a serious thought. 
(SI. No. 46) 

4.16 There is a feeling among exporters that they could get better markets 
abroad if they could get more foreign exchange for publicity. The Committte' 
suggest tbat this matter may be looked into by the Ministry of Commerce in 
consultation with tbe Ministry of Finance and RBI. (SI. No. 47) 

Trade Fairs-Participation of Small Scale units 

4.17 According to a leading association of sman scale industries, Trade 
Fair Authority invites only big firms to participate in the trade fairs and 
that the small industries or their associations are not even approached by 
the TFAI. The association suggested that leading small industries associa-
tions should be permitted to hire stalls as the small industries are not in a 
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:position to participate individually in the trade fairs or hire stalls indivi-
,dually. 

4.18 Commenting on this the Ministry has stated that "it is not correct 
to say that the Trade Fair Atuhority of India invites only big firms to parti-
cipate in the trade fairs. Invariably intimation is given to organisations 
concerned with small scale industries like, the NSIC, State Directors of In-
dustries, State Export Corporations, Development Commissioner for Small 
Scale industries etc. Also, small scale units with export performance/poten-
tial are usually member~ of Export Promotion Councils to whom informa-
tion is invariably given in advance about the fairs. 

4.19 The Ministry has stated that TFAI does "encourage" associations 
of small scale industries to participate in trade fairs. During evidence Com-
merce Secretary informed the Committee that industries of all scales "are 
definitely invited" tQ these fairs. 

4.20 With reference to the representation of the Small Scale Industries 
that stalls in the trade fairs should be given to them at subsidised or conces-
sional rates, the Minisrt'y has stated that, "TF AI rates were already sub-
sidised. The charges were usually a token· contribution from the partici-
pants for providing a comprehensive package of facilities commencing from 
shipping of exhibits, decoration of. pavilion to return of exlubits. The ex-
oenditure incurred by the Trade Fair Authority of India for organising parti-
cioation in overseas fairs. is usually much more than the token contribution 
~olleclcd from participants." 

4.21 When the Committee asked during evidence whether any special 
consideration is shown to the small scale units, Commerce Secretary stated 
that, "it is true that no special concession is given to the small scale indus-
tries. as such, but it is also a fact that the rate at which facilities are pro-
vid~d to the participants is itself a subsidised rate." Commerce Secretary 
assured that he could "consider in some form or the other to give a little 
bit of more concession to them." 

4.22 The Committee are informed that it is not a fact, ;IS stated by an 
r association of small scale Industries, that TF AI invites only big firms to parti-
r cipate in trade fairs. Intimation about trade fairs, the Ministry says, is given 

to orgaDisations concerned with small scale industries like the NSIC, State 
Directors of Industries, State Export Corporations, Development Commis-
sioner for Small Scale industries, etc. This list does not include the name of 
aay small scale industries association. TFAI it is stated also "encourages" 
associations of small scale industries to participate in trade fairs. Ail this 
sbows that the complaint made by small scale industries association is not 
entirely without basis. The Committee do not see any reason why associa-
tions of smaIl scale industries cannot be 'invited' to participate in the trade 
fairs just like the big firms. This sbould be done. (SI. ~~._ 41!)1I ~. '~~ •. ~ 

.-. .- .v-.;""""'_-_-_e- t 5S~~- . 
4·23 The Committee take note of tbe admission made by - Commerce 

Secretary in bis evidence that no special concession is given to tbe small scale 
iadustries in tbe matter of hiring of stalls and accommodation at trade fairs. 
Even if the TFAI's rates are already subsidised for all participant'i, it does 
not mean that smaIl scale industries do not deserve any further concession 
l'is-a-vis large and medium industries. It wollld be in the fitness of things to 
show some special consideration to tbe small scale industries. (SI. No. 49) 



Trade E1llJuiries received during' fairs : 

4.24 Some non-officials pointed out to the Committee t~~t during ~h. 
trade fair held both in India and abroad, a lot of trafle enqumes worth mIl-
liOns of dollars were received but not much of this bad materialised. The 
Ministry informed the Comn:tittee that during the period of an exhibition 
organised abroad by the Trade Fair Authority of India, the Director of tbe 
Pavilion obtains information from participants about the business actually 
booked and business under negotiation. As regards business under nego-
tiation, follow up action to determine how much of the business has mate-
rialised is taken by writing to the participants after a period of six months. 
The experience of the Trade Fair Authority of India shows that the parti-
cipants are sometimes reluctant to divulge complete information about the 
business booked or under negotiation. The reason for this is perhaps fear 
of competitors. However, subject to this main constraint, TF AI propqsed 
to follow the following procedure :-

(i) Details of all negotiations pending as discharged by the partici-
pants could be compiled by TF AI and passed on to the con-
cerned EPCs so that the Council could closely monitor the 
subsequent developments till the negotiations materialise into 
concluded business. 

Oi) While the main monitoring will be done :by EPCs, TFAI would 
also keep in touch with "the participants and EPCs and finally 
monitor business finalised and ascertain reasons for some of 
the negotiations not materialising. This monitoring will also 
enable identifying specific problems which could be tackled at 
various levels. 

4.25 Asked whether the Ministry had any objectJ.on to set up a review 
cOlQl1littee to monitor and evaluate the impact of trade fairs. The Minis-
try has stated in written reply that after the receipt of the questio~naire from 
the Estimates Committee, it has been decided that a quarterly review ot 
the working of the Trade Fair Authority of India should be undertaken 
under the Chairmanship of the Commerce Secretary. 

4.26 . Elaborating: the point in evidence, Commerce Secretary stateO 
that it was indeed very difficult to know the details of negotiations 1)00 to 
do the follow up. Once the party enters into a discussion with the other, 
they would like to keep their letters secret. The' witness added that in the 
last few years, TFAI had found that detailed follow-up was not possible, 
though it was necessary. 

4.27 The ColDIDi.ttee are glad ro bow that the Ministry has DOW realised 
the i_portaDce ef a 8Uitable. SJS*em te Mlew .up tile trlUle. enquiries rec:eWed 
.... g tl'ade Fairs and to monitor the volmae .fllas.ess deals coaeIaWas a 
result thereof. The Committee W4NJId like tile proposal ill dIis regaPd to be 
IDa1ised aod implemented expeditiously, so that concrete busjuess gains 
macle by the colllltry from each trade fair can 'be known. (81. No. 50) 

. 4.,28 The MinIstry h~s • ru,w _idetl to make a tu.rterly review of' 
tIM: w. orking olt~. Trade FairAut.bority. efJaCfia. This WUI gift a good oJ,»por-
~ fu the Miiilstry to jUdge the pefformaaee of TFAJ ami apPly correCtiYes: 
witereTer MUDd 1leC~ary. ('SI. No. 51) 



Sale proceeds of goods sold at Trade Fairs 
,4.29 Some exporters brought ,to 'the l:l~tice of, the Com~ittee that the 

sale- proceeds of items sold by indian partlclpants In trade fairs abroad are 
repatriated through the Embassies of Indi~ .etc. and that it took nearly two 
years for the proceeds to reach the participants. They also represented 
that they had to pay several visits to Delhi for getting the sale proceeds. 

. 4.30 During evidence, the Commerce Secretary stated that ''the real 
diflit:illty arises becau8~ of the currency reguhti~ and . situat.ion whl<:h 
exi5t$ in certain countnes. In Tanzama and Lybla. we felt difficulty 10 
ccnversion and remittance to India. TIle internal rules and complications 
of the host country come in the way." 

4.31 DiffiCulties in repatriating the sale proceeds of the' goods sold at 
trade fairs abroad bave been expressed by exporters and admitted by the Minis-
lrf. TIle difficulties are stated to • JDainly doe to the curreDCY regulatioDS of 
tile. COlIDtries where trade fairs· are held. This is a matter which should be 
~ oat with the host coUldry before participating in tbe trade fair aad steps 
t .... ' iD advance to easure that tbe participants are not put into difficulties in 
re;.ti"iating the sale )ll'oceeds. (SI. No. 52) 
Trade Agreements 

4.32 During the course of discussions with the representatives of the 
State Governments the Committee learnt that details of items included in 
traile agreements entered into by Government of India with foreign coun-
trieIJ were not intimated to the concerned State Governments. 

Commerce Secretary admitted in evidence that the details of trade agree-
meuts were not intimated to State Governments. But all such agree-
mem. were publicised. In Commerce Secretary's opinion, no speciiic pur. 
pose would be served by communicating copies of trade agreements to State 
Governments as these documents referred only to lists of items iii which 
trade would be done and the quality or quantity was not revealed in them. 
The witness, however, agreed to furnish copies of trade agreem~nts to Statt> 
Govt:mments. 

4.33 The Committee expect that .besides copies of trade agreements 
siglled with other countries, as much other iuformation as can be supplied 
witIIoat difficulty should he supplied to all State Governments to enable the 
exporters and manufacturers within their States to avail themselves of the 
expMt opportunities. (SI. No. 53) 

B. Market IateUigeilce and Trade Statistics etc. 
Mark£t Surveys 

4.34 The Committee were infom1ed by a large number of exporters 
and Chambers of COmmerce tllat-(i) Market surveys presently undedaken 
by rnA, IIFf, EPCs and FIEO tend to be a. compilation of data and in-
formation without systematic analysis and interpretation so essential in 
strategic planning for export development, and (ii) quite often the matket 
surve~s arc completed after a considerable' lapse of time anJ much of the 
data IS already old and out of date by the time it is published and made 
available. 

4.35 Conunenting on these, the Ministry stated that :-
(i) Mark~ sucveys are. e~ed 10 those who have the requisite 

expertise and expenence 10 the techniques of market research. 



(ii) 

(iii) 

The Ministry is generally satisfied with the reports prepared ~y 
the lIFT on the surveys and studies undert8lcen by ~ . In 
terms of indepth analysis and coverage. However, coosi4«mg 
the nature of studies such as undertaken by the lIFT, there 
could always be scope for further improvement. 
It is far from truth that the market data (lIFT reports) is 
statistically not the latest and hence of limited interest to the 
exporting community. Care is exercised in collecting tho late&t 
data and information from the overseas markets, by tapping 
different sources, official and non-official as well as natiooal 
and international. Where latest data are not published by the 
countries concerned, the Institute invariably provides estimates 
based on wlid criteria. 

4.36 During evidence, the Committee pointed out that while the Minis-
try thought the market Survey reports produced by Government orgaaisa-
tions were satisfactory, the exporters for whose use the surveys were pre-
pared, thought otherwise. Commerce Secretary replied that "our macket 
survey reports have definitely been found to be satisfactory by some of the 
very important international institutions. Several of our market surveys 
have really been taken as a model by the ITe and UNCTAD. But surely 
the client is the king. Unless and until we satisfy our exporters, we will 
definitely feel that we have not been able to discharge our responsibility 
fully. So, keeping this thing in view, we will certa,inly see to it how to . 
bring about more improvements in it". 

4.37 Asked whether there was any institutional mechanism to conti-
nuously receive feedback about the utility of these surveys and studies 
from the exporters, Commerce Secretary stated that "in the Board of Direc-

. tors' meetings and other meetings. We have suggested that on all these 
market surveys and other things we must get feedback from the exporters 
themselves and find out from them as to where these things are found lack-
ing so that we may be able to help them in a better way". 

4 . 38 The Market Surveys prepared by various organisations like 
TDA, llFf, EPCs and FIEOhave come in for criticism by the expol1ers. 
According' to them these surveys tend to be a mere compilation of data often 
08t-dated and without any senons analysis and interpretation. The Millistry 
has, however, not agreed with these comments. Bot it has nevertheless admit-
ted that onIess the exporters are satisfied with the market surveys, the Ministry 
woold not deem to have discharged its responsibility folly. 

4.39 The Comniittee woold like that an institutional mechanism should 
be evolved to receive feedback aboot otility of these surveys from the expor-
ten as only then can the Government know the shortcomings of the market 
surveys brought oot by varioos organisations aocl suggest improvements. The 
MInistry accepts the need for feedback. What is needed'now is action to put 
it into practice. (SI. No. 54) 

National Trade Information Centre 

4.40 A number of non-officials and leading Chambers of Commerce 
and Industry also wormed the Committee that they are experiencing 
considerable difficulties in getting up-to-date marketing information! 



'intdligence. The difficulties assume added dimensions due to the ~ct 
that a number of organisations .like 11FT, IDA, EPC's .and . CoJll.lllUCW 

TepresentatiVes are handling varIous aspects of market mtelbgence. T'Iac 
noa-officials suggested that a National Trade Information Centre shoult 1Je 
set up for collecting and disseminating market intelligence in respect of 
projects and products of export interest to India. They also suggested dlat 
thi& centre should have branch offices in important business centres in the 
{;ouatcy and abroad for c<;>llect!ng and disseminating the latest and. reJ.eV!lAt 
information. A proposal 10 this regard was stated to be under consldecatioo 
for the past 10 years but no decision had been taken so far. 

4.41 The Ministry of Commerce admitted that "the need for estab-
lishing an apex body in India for collection and dissemination of aU types 
of trade information, no doubt, does exist." Asked about the reasoD for 
the delay in setting up the apex body, the Ministry stated that before such 
a body was established, certain operational questions needed to be oonA-
dered in depth. These questions, illter alia. include :-

(i) Whether it will be able to obtain information directly from 
primary sources like private companies, exporters· etc. 

(ii) It would be necessary to create and strengthen the primary 
information sources like the DGCI&S, Port Customs, Banks, 
the EPCs etc. as only then would it be logical to set up a 
National Trade Information Centre which would depend on 
these primary resources to perform effectively and efficiently. 

(iii) An important point is whether the Centre would be in a posi-
t~on to play the role of adviser and guide to exporters, when . 
agencies specialising in specific sectors like EPCs etc. are to 
some extent playing this role. What will be the coordination 
between these agencies and whether there will be overlap. 

(iv) It is also not certain whether the Centre would be in a position 
to computeri.se the necessary data and disseminate it quickly, 
when the pnmary sources themselves have access to infocma-
tion with some delay. 

4.42 The Ministry added that "in view of the above consid~rations 
and other related ~pects relev~t to the setting up of the National Centre 
of ~rade Information (NerI), It was felt that before a final view on es-
tablishment of N<;TI, is taken w~ch will require large expenditure, it would 
be more appropnate and practical to strengthen the existing EPCs and 
oth~ connected ag~ncie~ in this task. With this end in view, it has been 
decid~ t~at, to begm w!th, selected EPCs may be advised and the officers 
working 10 those Councils may be trained in collecting the trade infonna-
tion and dissemination thereof." 

4.43 During evidence, the Commerce Secretary stated that "we com-
pletely go ~th this particular idea of the Centre. . We visualise it as a 
netwOt"k: which means that there would be a focal point at the apex aod 
th~. would be several o~er base organisations' which will be feeding this 
particular centre. And It would be able to furnish the information to otbers." , 



· He added that "while agreeing with this particular concept, at . the 
.,rational level, it was felt that unless and until the bases are created, 
the; apex centre might appear like an empty shell. Therefore, instead of 
goiJt@ ahead with the Apex Centre, we may really start strengthening the 
iJi8!itUtions which will have to take the burden of collecti!ng the data. That 
is :what we have already started doing. We would see that in these centres 
information system is improved and dissemination of information is made 
pc'I88ible. " 

4.44 The· Committee then pointed out that the exporters were facing 
considerable difficulties due to lack of timely trade information and market 
inteDigence. Commerce Secretary agreed with this view· and stated that 
"we definitely feel that this is the weakest link. in the cnain-in our infor-
JWIt*m system. Unless they supply us the information, we will not be 
able to achieve anything. So, we have already started doing that. We 
have taken a sectorwise approach. For instance, on the engineering 
Industry, we ensure first that the institutions and others provide the infor-
mation and they really get on to the right targets." 

4.45 Asked whether the Ministry agreed with the view that ultimately 
we must have some apex body for collecting and disseminating trade 
information, Commerce Secretary replied "most certainly." 

... .u; Though a number of organisations .like the lBdio IDstitute 9f 
F~reign trade, Trade Development Aotbority, Export Promotion Coueils 
etc. . awe coUeetinc, the market iatelligence, a ceatraJised information system 
is lacking and in the absence of a centralised system, the exporters face COIISi-
...... McuIties. The MiaiBtry of Commerce bas admitted the neetI for an· 
...,w, far CQIIection 8IId disseminatioa of all types of trade infOHilldlla· 
lIIIl"'lllu Nt, it .......... aWe to set lIP sadl a body 80 far ~ .. 
pquI to -tIIiI ........ ~ __ v . 5 at- ... tile ..... ~ TIe 
Ministry proposes to strengthea tile primaryiDfonna'W. sources like DGCI & 
S, Port customs, -banks, EPCs before setting up an apex body. The Committee 
do oot dispute the need to strengthen primary information sources but they 
C88DOt condone delay of 10 years to 'do the needful. The Committee recom-
mendtllat a National Centre of Trade information should be set up at the ear-
liest to collect, collate and disseminate up,to·date market intelligence. (SI. 
No. 55) . 

Dellly in publishing Trade Statistics 

4.47 It was brought to the notice of the Committee that the time 
lag in publishing trade statistics by DiTector General Commercial Intc1Ii-
genco and Statistics (DGCI&S) was as much as 18 months. Accord~g 
to a leading chamber of commerce "in the absen~ of prompt and re~e 
trade data, it is not easy to formulate realistic export plans and programme". 
'J'he. Ministry stated that, the delay in bringing out the publicaticms of 
th" DGCI&S was due to (i) delay in data flow from the Custom HOU8eS, 
(ii) delay in preparing of manuscripts in the DGCI&S, and (iii) delay on 
the part of Government of India Presses in printing the publications 
acceroing to schedule of time in view of power shortage etc. AU tfle1le 
Pt:01>1ems have been gone into by the Committee on Tnnely Supply. of 
F~itn Trade Statistics of India, headed by Dr. K. C. Seal, Dire4tv. 
GeJl€'tal, Central Statistical Organisation. On the basis of recommendatltms. 



Qf this committee various remedial measures have been taken. In .the 
wake of the several steps taken in this direction, delay in the flow· of 
data from the Custom Houses has been reduced considerably. 

4.48. The Ministry added that delay in printing by Presses had also 
been curtailed appreciably. For example, the manuscript for March, 1980 
(Annual) issue of Export publication was published on 23-5-1981. Simi-
larly, the March 1980 (Annual) issue of Import Publication was publislled 
011 11 th July, 1981. Necessary efforts are being made to improve the 
w~kjng capability of the DGCI&S through installation of new machines 
et&. The Seal committee is also considering a study made by the National 
IofQnnation Centre of the Electronics Conunission on the computerization 
of tile- data base in the DGCI&S. and other measures of modernization 
thereof for ensuring the timely supply of India's foreign trade statistics. 

4.49 During evidence the Committee pointed out that even after aU 
the exercises done by the Seal committee, instead of 18 months as stated 
by non-officials, the OOCI&S took 14 months to publish March 1980 
issue (Annual exports) and 16 months to publish March 1980 (Annual 
imports) . 

4.50 Asked whether the Ministry considered this to be much of an 
improvement, Commerce Secretary stated that "althougb indefensible, it 
is not a helpless case. But. it is an unenviable case. Reguding Calcutta, 
we are caught up with certain problems connected with computaizatioo. 
This is· needed for improving supply of information and the pmcessiBl of 
mfonnalion. We could not do that. We are going in for 'modet+ ita • p' 
rather than 'computerization'. Regarding Calcutta we have to live with 
certain difficulties for some time. It will not be for an time to come. The 
Seal Committee has given its first report; we expect the second report. On 
that we will take action." 

In reply to a query, Commerce Secretary informed the Committee that 
countries like Hong Kong and South Korea take about 3 to 4 months 
for publishing trade statistics. 

451 Supplementing this, a representative of the Ministry of Commerce 
stated that the Ministry had proposed to install photo copying machines 
in 5 major customs houses except Calcutta. In Calcutta the unions 'NeIe 
not allowing the machines to be installed. He added that "we are try-
ing our best to solve this problem. When this materialises the time gap 
could be reduced to 3 to 4 weeks only". 

4.52 The long time lag in publishing trade statistics by DGCI&S makes 
it dilicult for exporters to formulate realistic export plans and progralllllleS. 
Even after taking remedial measures in the light of the Seal Committee em 
Timely Supply of Foreign TradeSfatistics, DGCI8rS took 14 months to pa1dish 
Marcil 1980 issue gf ADDuai Export and 16montbs to publisb tbe Mardi 1980 
iSl8e 9f Annual Imports which is not much of an improvement as compare .. to 
JlMt when it reportedly took 18 montbs. (;olQltrieslike HOQg Kong and South 
Korea ~ake only' 3 to 4· montbs for publishing trade statistics. COIDJllette 
Secretary admitted tbat tbe delay was "indefensible". The Ministry is awai-
ting lDd report of Seal Committee and also .planning certain other measures 
to expedite publication of trade statistics. 

4.53 The Committee would like to judge tbe Ministry's performlUlCe-
not 'y the plans formulated or measures taken to expedite matters, but by the' 



reBlllts achieved. If trade statistics have to serve the purpose for which theMe 
are collected, they should be iD the haads of exporters within 6 mODths M !IO 
after the relev .. t year. (SI. No •. 56) 

Trade Centre8 
4.54 Some non-officials suggested to the Committee that trade ceokes 

should be opened by India at important. business centres abroad. AccOJ'd-
ing to them even countries like' Ireland and Brazil had opened a number 
0{ trade centres abroad. The Ministry informed the Committee that the 
Indian Trade Centre at Brussels, opened in February, 1980, functions as 
a part of the Economic Mission of India to European Economic Com-
munity. It carries out specific' functions as part of an overall programme 
of collecting and· analysing market intelligence and passing it on to the 
various trade promotion agencies. It also acts as a clearing house of 
information for the Indian Exporters and European Importers and also 
identifies possible distribution channels for Indian Products in Europe. 

4.55 Asked about the views of the Ministry on the functioning of 
this centre, Commerce Secretary replied tliat our experience so far is 
good. It has actually succeeded in collecting data, analysing it and finding 
out the market intelligence and serving as a clearing house also." He how-
cver, added that "I do not mean to say that in one and half years we 
have reached a stage when we can say that We would be arriving to final 
stage. We are trying to interlink this particular centre with the other 
Embassies and with the other commercial centres and trying to organise a 
two-way flow of information from these areas. This particular centre has 
been partly financed by the E.E.C." 

4.56 Asked about the views of the Ministry on the desirability of 
opening more such. centres, the witness stated that "in February 1980 
this was started. We are going to review this by 1982. After that we 
would be able to decide as to how to go about it in future. We com-I 
pletely agree that there is need for other such centres to be set up. We 
have one .or two in our mind. The experience with Brussels is very good. 
We have to set up such a centre in Africa as also in the Middle-~t. 
This is what we are proposing. After evaluation of the trade centre, we will 
be in a much stronger position to go to the Government to get more support 
for it." . 

4.57 The Ministry's experieDce with the working of the Trade Centre 
at Brussels which was set up in Feb., 1980, is good. Need for more such Trade 
Centres has been voiced by commercial circle and accepted by the Ministry. 
IfB proposal to set np two more such centres in Africa and West Asia is awaiting 
review of the working of Brussels centre which is due this year (1982) 

4.58 If the Brussels Centre has succeeded, as the Ministry says it has, 
in doing service to the exporting community, the setting up of more such centres 
1iltoald not be delayed. The Committee would like to be informed of the pro-
~esi In this regard. (SI. No. 57) 



CHAPTER V 

INSTITUTIONAL INFRASTRUCTURE 

At present a large number of organisations, named below are involved 
in exports and export promotion activities :-

1. Ministry of Commerce. . 

2. c.e.!. & E. (Chief Controller of Imports & Exports). 

3. Drawbacks Directorate, Min. of Finance. 

4. Export Promotion Councils. 

5. T.D.A. (Trade Development Authority). 

6. Indian Institute of Foreign Trade. 

7. Trade Fair Authority of India. 

8. Commodity Boards. 

9. Canal~sing Agencies like STC, MMTC. 

10. Export Inspection Councils. 

11. Exim Ba,nk, IDBI, Commercial Banks. 

12. Export Credit and Guarantee Corporation. 

13. Reserve Bank of India. 

14. Federation of Indian Export Organisations. 

5.2 A number of exporters and Chambers of Commerce represented to 
the Committee that they experience considerable difficulties in processiBg 
export transactions as they have to contact different organiSations for get-
ting trade information and for fulfilling export formalities. They pleaded 
for reducing the number of organisations dealing with export promotion. 

5.3 During evidence, the Committee enquired whether any review 
of the organisations engaged in export promotion had been made in the 
past with a view to streamlihing and reducing the number of organisations 
engaged in export promotion and whether it would not be possible to 
provide a nucleus of all the&e services under one roof under the operational 
(not administrative or policy) control of one lead agency which might be 
nominated by the Government. 

5.4 Commerce Secretary replied that "these institutions have specifi:-
cally different individual functions and therefore it would not be very 
difficult to combine. I doubt very much whether it would be possible to 
reduce the number as such. But certainly what we are trying to do is to 
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examine as to how these can be made more efficient and the time consum-
ing procedures and other things could be simplified. It has been attempt-
ed where individual separate products are concerned. Attempts have been 
made to bring some of the activities together for example where Air Cargo 
Scheme has been taken up. An effort has been made to bring some of 
these institutions together. But to bring institutions dealing with a variety 
and range of products under one roof appears to be difficult." 

As regards coordination, the witness a.dded that, "coordination is per-
fectly necessary. In a limited area it is also possible to bring some of 
these institutions together. For instance in the Mini Custom House, this 
can be done." 

5.5 In a note submitted after evidence (Jan. 1982) the Ministry in-
formed the Committee that in order to bring about coordination between 
the functioning of the various organisations certain standing coordinating 
committees are already functioning. For example, the Export Services C0-
ordination Committee in the Ministry.of Commerce is functioning to moni-
tor proposals coming from various service organisations like export Pt"o-
motion Councils for conducting market surveys or sponsoring Trade Dele-
gations etc. While considering these proposals, the committee loob into 
several aspects like whether there is any duplication, ~ny similar study had 
been undertaken for the same product, the produCt and area coverage 
should be improved or modified etc. etc. 

5.6 Recently, an Inter-Ministerial Committee has been set up in this 
Ministry to look into the general problems of exporters concerning difterent 
Departments, so that one time consideration of such problems is facili-
tated. 

The object of this Committee is to serve as a coordinating forum. between 
various Departments in regard to the problems of exporters so as to avoid 
the need for the exporters approaching different Departments for his 
problems. 

5.7 In the field of export credit and finance, a Standing Committee on 
Export Finance is. presently functioning under the chairmanship of the De-
puty Governor. Reserve Bank of India. This Committee is inter aUa con-
cerned with tackling policy and procedural issues relating to provision of 
export finance and the export credit. 

5.8 The Ministry added that, this way some kind of coordinating me-
chanism is already operative in this Ministry and other Departments so as 
to synthesise the activities of various organisations as wei as try to evolve 
soluti?ns .to the problems of exporte~ at. one place. Creation of a single 
coordinatmg agency for all the orgamsatIons concerned however does Dot 
seem feasible for the reason that not only the number of organisatioos 
involved in export promotion is large. but they have wide and varied roles 
to play in the field of export pJOmotion. Some of these organisations are 
ru!lO not exclusively concerned with the export prOlJl()tion and they have 
separate rules to play in other economc spheres. 
Duplication of Efforts : 

5.9 The Commitee notice that the functions of the various orlZanisa-
tions are overlapping, particularly in the cases of IDA, IIFf, TFAI, EEPC, 
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BEO. From the information furnished by the Ministry, the fo1low~ 
facts emerge :-

OrgaBisation 
So~e of the important functions· performed by 

them. 

TDA 

TFAI 

lIFT 

EEPC 

FlEO 

Conducts market surveys, organises bu]llCf-
seller meets, participates in trade fairs. 
Organises and participates in trade fairs, and 
explores new markets for traditional items of 
export and develops export of new items. 
Undertakes market surveys and disseminltes 
market information. 
Undertakes market Itudies in foreign co1Illtl'la 
and promotes export of eo&inccring goock. 
Undertakes and promotes studies, market ... -
veys and collect and disseminate market infor-
mation, a&o particiJ!atcs in trade fairs abroad 
and at home. 

All these organisations send officers and delegations abroad for carryiIIg 
out these functions. 

5.10 From the above it is seen that more than one organisation ate 
engqed in t.he same 3£tivity. TAl, IDA, EEPC and FIEO are concern.., 
ed with trade fairs and. market surveys. Besides, lIFT is also doing mar-
ket surveys. 

5.11 The primary objectve for which the TDA was established was to 
organise export intelligence services on modem lines and to organise 001- . 
lection end projection of trade statistics and commercial information 011 a 
scientific and a systematic basis. It was also proposed that a trade infor-
mation divison would be created by the TDA. TDA, it is seen, lias 
spread its activities to other spheres like taking up market surveys and 
conducting and participatng in Exhibitions, buyer-seller meets. TDA has 
now expanded its range to cover 28 product groups on which both the 
lIFT and the EEPC have also brought out a number of studies attd 
surveys. 

5.12 Asked about the necessity of entrusting the task of preparation of 
market surveys to so many organisations, the Ministry stated as fot-
lows :-

"The products expot1ed by India to more than 100 countrieal 
of the world are numerous. Therefore, involvement of variou 
agencies who specialise in their respective fields and undertake die 
studies with specific objectves is considered necessary. For iu-
tance, the market surveys carried out by the IDA differ in their 
approach from these carried out by the IIFr. While the emphasis 
of 11FT is on stndying the potential in general for broad prodUt:t 
groups. :rDA's studies are more pinpointed and specific and ,aD.tt 
at collecting:-
(i) MaL"ketiag iDfcmnatioD. aJMi inteUigeBce 0D speefic items. lIIIder 

different p,oduct gr.oups; ... 
(ii) Detailed informatiOft reg~rdiBg. nature of product adaptatmB. 

required; . 
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(iii) Examining the scope for joint ventures and collaborations 
where possible; 

(iv) Reviewing the price· competitiveness and response to samples 
manufactured in India; 

(v) Establishing live market contacts to be pursued by the Indian 
exporters. 

5.13 This kind of product-specific and market-specfic information at 
micro-level for selected items is very necessary to promote exports of 
selected items to selected markets. 

5.14 All the research project proposals are placed before the Export 
Services Coordination Committee which ensures that the same product 
with reference to the same market is not included by more than one orga-
nisation in order to avoid duplication. 

5.15 The Committee enquired whether it was difficult for the Indian 
Institute of Foreign Trade which has a large contingent of professionals or 
EPCs or FlEO to prepare market surveys on the lines of TDA or vice
versa. Commerce Secretary stated in evidence that "these three or four 
institutions which have been named here are constituted differently. Their 
expertise is different. Their approaches are also different. For instance, 
the TDA is totally client-oriented. There may be a few clients who are 
interested in certain products. What they do is that their cases are taken 
up and it is their perception which are projected in a particular way. As 
far as the lIFT and other institutions are concerned, these are strictly 
speaking research-oriented institutions. Their emphasis is quite different. 

·Similarly so far as the EPC's are concerned, in a particular type of indus-
try only they are concerned and, therefore, the interest which they take 
and the type of expertise they would like to bring into focus is entirely 
different. Though they might be undertaking surveys or studies relating to 
certain products, their empHasis is different. Their focus is different from 
the focus of other institutions. There is no duplication as such." 

Merger of TDA with TFAI/IIFT 

5.16 Some leading chambers have suggested to the Committee that the 
TDA's functions may be merged with the lIFT and TFAI. Commenting 
on this, the Ministry have stated that "the Trade Development Authority 
has been set up to play a unique role in the export effort in the country 
and during its ten years of existence has lived upto this role. Therefore, 
merginJ!; of TDA"s functions with other organisations would nullify the 
expertise built up by this organisation and would be a retrograde step in 
~he present context of the overall efforts required to increase our 
exports.~ . 

5.17 During evidence the Committee enquired how the Ministry 
thought that by merger of IDA with lIFT and TF AI the expertise of 
IDA would be multified. Commerce Secretary stated that, "IDA is 
absolutely client oriented and, therefore, the follow-up, the projection and 
tlto focus relate only to the interests of buyers, purchasers, who may be 
their clients. The IIFI is an institution which undertakes research and 

. organises training. The TFAI is really doing demonstrations and exhibi-
tiOllS. Since they are all operating in that area, apparently it looks as if 
they are aI doing the same job, but it is not so." 



Duplication of efforts among Export Promotion Councils Commodity . ,,' 
Boards 

5.18 The Committee had been informed by a research organisation that 
there had been instances of overlapping and duplication of ~ctions in res--
.pect of certain Export Promotion Councils and Commodity Boards. These 
included All India Handloom Board, Handloom Export Promotion Council 
and Oftice of the Development Commissioner HandlooIQS (in respect of 
handloom products), Central Silk Board and Silk and Rayon Textiles EPC 
(in respect of silk products), All India Handicrafts Boards and Gem and 
Jewellery Export Promotion CO\lncil (in respect of Gem and Jewellery 
items), All India Handicrafts Board and Wool. and Woollens EPC (in res-
pect of woollen carpets), All India Handicrafts Board and Cotton Textiles 
EPC (in respect of hand printed textiles), Chemicals and Allied Products 
EPC and Basic Chemicals EPC (in respect of certain chemical items) and 
Plastics and Linoleums EPC and SportS Goods EPC (in respect of indoor 
games made of Plastics). There have also been instances of conflict of 
interests in respect of certain EPCs such as Leather EPC and the EPC for 
Finished Leather and Leather Manufacturers holding different views and 
showing divergent interests in the export of semi-precessed Leather. 

5.19 Even the Review Committee on EPCs (1977) had recommended 
the merger of the 3 EPCs dealing with chemicals and plastic itenis into two 
Councils and merger of the two leather Councils into one. 

5.20 The Ministry, however, denied duplication of efforts or conflict of 
interests among Export Promotion Councils. The Ministry ~ormed the 
Committee that a Task Force was set up in June 81 to review the working 
of the EPCs, including the question of product coverage and data collection 
mechanism. The Task Force had been given time upto March, 1982. 

5.21 Referring to these points, the Commerce Secr~tary stated in evi-
dence that "duplication should certainly be avoided. But... we cannot 
take a blanket vie~ in this particular regard that there should be one 
C<YLlIlcil for one product or one' product in one Council. It will not be 

. possible because, even in the engineering and chemicals there is a tendency 
to see that segregation is done so that there may be more Councils for the 
engineering products and for the chemicals." He added that "we are 
definitely looking into to see that such a duplication is avoided and that is 
why we have set up a Task Force." 

Conversion of EPCs into Commodity Boards 

5.22 The Export Promotion Councils are mainly involved in export 
promotion of the concerned products. Views were expressed More the 
Committee that exports could not be viewed in isolation. Export is depen-
dent on development and production and quality. An org~sation like 
EPCconcerned with exports o~y could play only a limited role. What 
was needed was a broad based organisation which should be concern-
ed with not only promotion of exports, but also development and production 
of quality raw materials and finshed goods. . 

5.23 According to a research organisation, Commodity Boards, not pro-
motion Councils are best suited wherever the product group required cons-
6-1282 LSS/81 



tant attention and where substantial investment is involved. On the basis of 
this criterion, this organisation has suggested that:-

Sports goods, manufacture mostly in small scale sector requiring 
constant financial and marketing help in production and export; 
cashew requiring considerable development in the area of plantation 
etc; sheila requiring mobilisation of produce from forests, deserve 
a commodity board each. The present EPCs dealing with the 
above three products may be converted· into commodity boards. 
The interests of spiCes are looked after by Cardamom Board in res-
pect of cardamom and Spices EPC in respect of other spices. Either 
a Spices Development Authority or a spices Board to cover all items 
of spices may be constituted by m~rging the present two organisa-
tions. 

5.24 Even the Review Committee on _Export Promotion Councils 
(1977) had recommended similar measures. 

5.25 These suggestions/recommendations were also welcomed by many 
non-officials and Ch~mbers of Commerce. The Ministry of Commerce 
however, did not agree with these suggestions. 

5.26 During evidence the Committee poi lilted out that in the past, the 
Tobacco Export Promotion Council was converted into a CommOdity 
Board, and Marine Products EPC into an "Authority".Export of Cardamon 
which was handled by the Spices EPe, was sought to be increased by 
creating a separate cardamom Board. Export of these products have in-
creased manifold after this reorga'nisation. The Commerce Secretary 
replied that "we agree with the id~ that export is the function. of produc-
tion and, therefore, wherever export and production could be combined to-
gether certainly we should have Commodity BOard. But where production 
base is too large and demand of home consumption is larger than export 
requirement it will be difficult to convert the Councils into Commodity 
Boards." 

,c:;.,;r"(:1C: Pattern ill EPCs 

5.27 The Ministry informed the Committee that the Export Promotion 
Councils (EPCs) generally had personnel who had gained professional ex-
perience through long service in the council, apart from their academic 
qualifications in Economics, Statistics, Business Administration, Engineering 
etc. Some staff in most of these councils have received specialised export 
promotion training in institutes like lIFT and Indian Council of Arbitration, 
or in United National and Internaional Trade Centre Programmes, or under 
Colombo plan on export promotion. 

5.28 Some non-officials informed the Committee that EPCs did not 
]mve adequate professioD.al staff. According to an expert on international 
trade, the EPCs as at present constituted are not able to effectively service 
the exporters becauSe the personnel manning them are not professionals. 
Many of the staff working in the export promotion councils and Commodity 
Boards have had a background of routirie administrative work; they are not 
well versed in market research, international marketing by way of back-
ground or aptitUde. 



5.29 It was also stated that even the Federation of Indian Export Orga-
nisations which is the apex body of E~Cs did not h.ave profe~io11!lls i,n t~eir 
secretariat. Only recently an economIst was recrUited by this org~_msatIon. 

5.30 Asked whether any review of the staff standard of EPCs was made 
recently, Commerce Secretary- st~tedin evidence. that '.'we c9mpletel,Y agree 
with the thrust and we would' like to accept this particular suggestion and 
professionalise them. Government has already taken a decision in t!tis 
regard-that we mus!, examine as to what further reso'tlfces we c:an prOVIde 
to them (EPCs) so that they could really work as good profes~onal orga-
nisations." 
Export PronwlioJJ Coul1cils(EPCs) -·M al1agemcnt 

5.31 Central Government gives considerable monetary support to the 
Export Promotion Councils (about 60% of the total expenditure is borne 
by Government). The Councils arc administered by a working Committee 
consisting of a very large number of interested industrialists and exporters. 
The representation of the Government in the working Committee is not 
significant (for example in the· Engineering Export Promotion' Counci! out 
of 60 Working Committee Members only three are Government appomted 
nominees who are also holding senior posts in the Ministries). 

5.32 Asked about the necessity of handing over the management of 
these Councils to private industrialists when the Councils depended on 
the monetary support of the Qovernment, the Ministry stated that the 
EPCs were service institutions which had been created to provide necessary 
information support to the exporting community on various aspects of 
export trade. To make these organisations functionally more vtiable and 
responsive to the needs of the exporters, the affairs of the Councils are 
ma'naged by the respective l\fanaging ('ommittees. The members of 
these committees are selected by the member~ of the Council. At present. 
bulk of the export trade is in the hands of the private exporters, although 
public sector undertakings like STC and MMTC are also handling exporter 
()If certain soecific commodities. Hence Government feels that the 
interests of exporters can best be served by organisations which _ are p-ri-
marily managed by the exporters themselves. 

5.33 During evidence the Committee enquired whether it was not fair 
for the Govt. or Govt. agencies, Public Sector undertakings to have a 
proportionate share in management of the EPCs. Commerce Secretary 
replied that "as for the point that Government should be over-poweringly 
represented in those Councils, Government thinks, perhaps, it would not 
be a right move in the right direction, We feel that Government should 
be able to provide guidelines and keep them informed of the latest direc-
tives. We would like these institutions to function in a more autooomous 
manner. We have not found that the Councils have abused their position 
to do things dismetrically opposite to the views of the Governments." 

Membership of Export Promotion Councils 

5.34 Membership of the Councils is open to all exporters whether 
merchant-exporters or manufacturer exporters. The Ministry however, 
stated that non-exporters are also members of the "1ariOUS export promo-
tion councils. In fact from the information furnished by the Ministry it 
is seen that the non-exporters constitute a majority of the members in 
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iOme expOlt promotion councils; for example, in EFPC out of 6,776 
members only about 2,500 are involved in exports. In Shellac expol1t 
pr<mlotion Councii and Plastic and Linoleums Export Promotion Council, 
the exporters are hardly 50% of the total membership. . 

5.35 Asked to explain the phenomenon of majority of members of 
Export Promotion Council being non-exporters and whether preponderan\ 
presence of non-exporters did not dil'tlle the export character of Export 
Promotion Coun;::ils and not divert the Government aided resources of the 
Councils to non-export activities. Commerce Secretary stated in evidence 
that "the whole idea and concept is this that not only exporters are there, 
you have others also who are potential expor~rs and who can become ex-
porters and by joining this particular council, all they get· is the informa-
tion that is given to them. We have seen to it and it has· become a con-
vention that the office-holders are not those who are not exporters ulliess 
some!>ody who· was an exporter was not able to export in a year. Other-
wise this has been the principle that has been followed-that it is only 
the exporters who get eJected to the positions over there and even with 
:regard to delegations that are going out, their credentials are seen in the 
Ministry before clearing the name· ·So we take almost all precautions 
necessary to see that non~exporters do not exploit this organisation to 
their advantage." 

5.36 At present a large number of organisations are concerned with the 
Vari08S aspects of exports and an exporter has to contact a good number of 
them for getting relevant information and processing· export transactions 
and formalities. Since these organisations are situated at different places, 
a number of exporters and Chambers of Commerce have represented to the 
Committee that tbey are put to great inconvenience and have to spend a consi-
derable time in going from place to place to contact these organisations in the 
process of finalising exports. The Ministry concedes the need for coordination 
and also agrees tllat in a limited area it is possible to bring some of these insti-
tutions together for instance, in the mini customs house. The Ministry has 
also stated that Goverument has set up Export Services Coordinating Committee 
and an inter-Ministerial Committee to bring. about coordination among the 
various organisations. Besides, there is a standing Committee on Export 
Finance in RBI to help the exporters. But, in the Ministry's opinion, creatioa 
of a single coordinating agency for all the organisations concerned is not feasi-
ble for the reason that not only the number of organisations involved in export 
promotion is large but they have also vide and varied roles to play and it is 
difficult to combine them or reduce their number. The Committee feel that 
first of all the Goverument must through an expert and independent study 
satisfy itself that there is need for all these organisations to continue as separate 
entities in the field of exports and where possible, combine such of these organi-
sations into one body as are capable of being so combined. (SI. No. 58) . 

5.3"1 Notwithstanding the outcome of the aforesaio stuciy, the Committee 
feel that it is not fair to make the exporters run from piller to post in the process 
of getting trade information, processing export transactions, finalising adminis-
trative formalities and getting release of foreign exchange etc. etc. The Com-
mittee see no reason why all or at least most of the organisations concerned 
cannot be brought under one roof where exporters can meet the representatives 
of these organisations one after the other and get the needful done. . The exam-
ple of District Industry Centre which has been set up to jprovide a package 
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of services to entrepreneurs under one roof is there and the Ministry should take 
inspiration from this concept to evolve a similar set up to provide a more 
streemlined package of services to exporters at one pla~e. (SI. No. 59) 

5.38 Though the Ministry has denied duplication of activities the various 
Government organisations in the field of exports the Committee feel that the 
facts are otherwise. The Committee find that participation in trade fairs is 
tbe concern of as many as four organisations (TDA. TFAl, EEPC & FIEO) 
and the market surveys are undertaken by five of them (the four above and also 
fiFT). To justify separate market surveys by TDA and HfT on the plea that 
the surveys by the former are "Client oriented" and "those by the others as 
research oriented" is nothing but hair spliting. It is difficult to understand 
why tbe two types of surveys cannot be undertaken b~' the same organisation 
quickly, without much of redtapism. 

5.39 Similarly why TFAI cannot be made solely responsible for organi-
sing and participating in all types of trade fairs is also not understood. A 
considerable amount of duplication of efforts is obviously there in certain are 
atj for no advantage. There is need for an independent review in order to remedy 
the situation. (SI. No. 6O)J ' 

'5.40 It appears that TDA is at present engaged in a number of activities 
not envisaged for it at the time of its constitution at the cost of some of its most 
important objectives such as, to organise an export intelligence service on 
modern lines and to organise collection and projection of trade statistics on 
a scientific and systematic basis. 

5.41 The Committee would like the Ministry to go into the matter and 
elL9tlre tbat 'fDA does not lose sight of its main objectives. (SI. No. 61) 

5.42 Instances of overlapping and duplication of functions in respect of 
certain Export Promotion Councils and Commodity Boards have been brought 
to tbe Committee's notice. Even the Review Committee on EPCs (1977) 
had pointed out the need for merger of three EPCs dealing with Chemicals 
aa4 Plastics into one council and merger of the two leather Councils into ODe 
to avoid duplication. The Ministry bas, however, denied that tbere is any 
daplication among EPCs though in evidence Commerce Secretary stated that 
the Ministry had set up a Task Force to look into the working of EPCs with 
view ir fer alia, to avoiding duplication among them. 

5.43 The Committee feel that a council may deal with more than one 
product but the same product should not be dealt with by more than one council. 
UDless this is ensured, duplication cannot be avoided. The Committee expect 
that the Task Force set up by the Ministry would look into this matter critically 
aad suggest measures to avoid duplication of functions among EPCs. (SL. 
No. 62) 

5.44 The need for converting some of the EPCs liKe those on sports goods, 
cashew, shellac into Commodity Boards has been pointed out by a research 
organisation and accepted even by non-officials and chambers of commerce. 
EPCs can play a part only in promoting exports and where exports need a 
str.oDg production base, it is a Commodity Board and not all EPC which is 
best suited. The Commerce Secretary also agreed that wherever export and 
production could be combined, tbey should certainly have Commodity Boards 
but where production base is too much and demand of home consumption is 
larger than export requirement, it will be diffkult to convert the councils into 
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r.ommodity boards. The Committee would like the Ministry to examine the 
nresent status of development of products like sports goods, cashew, shellac, 
etc. to determine whether the EPCs in respect of them should not be converted 
into commt'lJity hoards for better results. (S. No. 63) 

5.45 There is a widespread feeling that EPCs are not manned by profes-
sionals well-versed in export business and this is one of the reasons for the 
not-so-efficient functioning of many of the EPCs. This fact has also been admit-
ted by Commerce Secretary who promised to examine this matter and see what 
further resources can be provided to the EPCs to enable them to raise their 
professional competence. The Committee would like to be informed of the 
steps taken by Government in this matter. (SL. No. 64) 

5.46 Though Government gives considerable monetary support to the 
EPCs (60~;'; of the total expenditure of the councils) the Government or govern-
ment organisations do not have a corresponding say in the management of these 
councils. For example, only 3 out of the 60 working committee members in 
the EEPC are from government. But the Ministry is not in favour of increasing 
government representation on EPCs as it feels that interests of exporters can 
best be served by organisations which are primarily managed by exporters 
themselves. But, in view of adverse comments recieved on the working of EPCs 
and in view Of the past trend of submitting weighted cost data by some \) f them, 
the Committee feel that Government representatives on EPC's management 
should be more active in the deliberations and affairs of the Councils so as to 
tone up their efficiency and prafessional competence. (SI. No. 65) 

5.47 At present membership of tile Export Promotion Councils is open to 
exporters as well as non-exporters. In many cases tbe non-exporters consti-
tute a majority of the members in the councils. The Ministry stated the pre-
sence of a majority· of non-exporters in the councils did not dilute the export 
character of these councils. Government ensures through a convention that 
office holders of councils are not drawn from non-exporters. The Ministry 
also screens delegations going abroad to ensure that non-exporters do Dot 
exploit the councils to their advantages. The Committee take note of these 
assurances given by the Ministry and hope that at no stage export character 
of export promotion councils would be allowed to be diluted on account of pre-
pondemt number of Don-exporters being members of the coancils. (SI. No. 
66) 

Commercial Representatives 

.5.48 The cadre of Commercial Representative (CRs) in Indian Mis-
sions abroad has been evolved with a view of providing to the Government 
all basic assistance on commercial matters. The CRs are expected to moni-
tor the commercial events and developments of the countries of their accre-
ditions, identify products with export potential and other trade opportu-
nities, study the tariff and non-tariff barriers, government procedures and 
shipping facilities, take initiatives in cultivating specific trade contacts, 
undertake an publicity activities for image building, organise participation 
in trade fairs, department stores promotions, etc. give effective guidaJ¥:e to 
the trade visitors and missions, maintain a flow of timely COID.IDercial intel-
ligence and deal with all the problems of commercial complaints and bQWe.. 
necks. The CRs are, in short, catalysts in the context of market tIuwts 
and trade promotion. 
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5.49 There has been widespread dissatisfaction with tile working of 
Commercial Representatives (CRs) in Indian Missions abroad. Exporters 
feel that Foreign service officers working as commercial representatives are 
neither qualified nor have the aptitude for foreign trade. They are too 
much engrossed in routine administrative work and do not show interest in 
commercial work or help entrepreneurs. A large number of exporters and 
chambers of commerce have stated that :-

_(i) the monthly economic reports sent by the Commercial Missions 
to the various Ministries and export promotion organisations 
etc. contain general economic and statistical data and informa-
tion which is of not any use in the export activities. The re-
ports should contain more information about export opportuni-
ties, activities of India's competitors and the promotional acti-
vities employed by them etc. 

(ii) Many of the Missions do not have field officers. The Missions 
could probably perform a better function in collecting and dis-
seminating commercial information if they are given the 
resources for recruiting qualified and well-trained field staff. 
They could carry out market research and data collection work 
from original local sources and publications. Continuous 
probing for new opportunities for contract work, turnkey projects, 
consultancy services, sub-contracting with prompt feed back to 
an identified nodal point at home should become a regular 
feature. 

(iii) Indian missions aboard should equip themselves to give regular 
guidance and tips in advance to EP organisations for bidding 
and tendering, factors influencing acceptance, etc. 

(iv) The commercial representative should maintain a: close per-
sonal rapport with decision makers in the countries of· their 
posting. 

( v ) The Comme·rcial representatives take considerable time in fur-
nishing the trade information whenever requested by the ex-
porters/tenders. 

5.50 For instance the commercial representative in the Embassy of 
India, Brussels sent the monthly report for the month of July, 1981 vide his 
letter No. BRO/Com/20l/1/81 dated 24-9-1981. This wa's received by 
the exporters in India in the middle of October, 1981. 

Commercial RepresenJatives-Staffing pattern 

5.51 According to a leading export service organisation the foreign 
services officers are not professiona;I1y trained to carry out the functions of 
commercial representatives abroad. There is, a good caSe for establishing 
If separate. cadre of commercial representatives abroad with the induction 
of suitable personnel from export servicing institutions etc. 

5.52 Similar views have also been expressed by many exporters -and 
leading chambers of commerce. A Chamber has also pointed out that "one 
of the key elements responsible in a very successful export performance of 
countries like Japan and South Korea is the vast network of their overseas 
offices manned by professional· people both in their Embassies abroad as 
weD as in their trade promotion organisations like KOmA and JETRO." 
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5.53 Even the Alexander Committee (1978) had recommended that 
"a separate cadre of commercial representatives should be established pro-
viding a wide field of choice." This recommendation has not been imple-
inented so far by the Government. 

S.54 This aspect was also examined by the Estimates Committee (1978-
79) . In their 29th Report (6th L.S.) on the Ministry of External Affairs 
the Committee had concluded that "for competent handling of economic 
and commercial work, the officers manning these wings in our missions 
must possess a certain degree of specialisation which may not always be 
possible without a proper aptitude and a certain background. It will not 
be correct for the Ministry of External Affairs to assume that a few weeks 
training in the Indian Institute of Foreign Trade and a short term attach-
ment of economic Ministries are enough to turn all Indian Foreign Service 
Officers into experts in economic and Commercial work. In the opinion of 
the Committee, it is necessary to strengthen the economic and Commercial 
wings of the Missions by selection from time to time the most qualified 
perso~ from outside the Indian Foreign Service for a certain percentage of 
posts in these wings." 

5.55 This recommendation was again reiterated by the Committee in 
their 8th Report (7th Lok Sabha) presented in March, 1981. 

5.56 SbariI1g the aforesaid views for improving the working of the Com-
mercial Representatives, Commerce Secretary stated in evidence that ''we 
want that greater importance is given by our commercial representative 
services. This is a time consuming thing. Change in realisation has to 
come from the top. We take action with our Ambassadors and others who 
are right there on the spot. and they will be able to help us in the matter of 
orienting our exports." 

. 5.57 Regarding trainirig facilities, the witness stated that "we are going 
to provide orientation course. I think that itself would be able to solve the 
problem." He said that, the Trivedi Committee, Alexander Committee and 
others have suggested induction of experts from the trade. He added that 
"we are trying to see that wherever the new vacancies arise, we should be 

'able put new people there who have got export interest." He assured the 
Committee that "we are constantly working on this and we assure you that 
we will not leave any stone unturned to achieve this particular aim." 

5:-58 Commerce Secretary agreed with the Committee's view that Minis-
try of Comm;:rce should have a dialogue and common understanding with 
the External Affairs Ministry so that sufficient number of people to look 
afte·r the country's interests abroad could be posted as CRs. He informed 
the Committee that "we are trying to see! that we are able to take some 
decision in respect of postings and in the selection of personnel and others. 
Though they develop their own culture and they have got certain inhibitions. 
we have to get over these things. But as you hmlc suggested, we would 
definitely look into this and see that necessary steps are taken in this 
regard." 

5.59 The working of Commercial Representatives in Indian Missions 
abroad has come in for severe criticism at the hands of exporters. The mouthly 
economic reports sent by them are reported to be outdated and a mere compi-
lation of data without any meaningful analysis. A large number of exporters 
aDd leading chambers of commerce felt that the IFS officers cannot discharge 
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tile functions of commercial representatives well as their training and back-
grOtlDd are not related to foreign trade. The Alexander Committee 1978 ad 
Tril'edi Committee had stressed the need for induction of experts from the trade 
iato the Ranks of CRs. El'en the Estimates Committee (1978-79) in their 
29th Report on the Ministry of External Mairs had recommended that it is 
necessary to strengthen the economic and commercial wings of the missions 
by selecting from time to time the most qualified persons from outside the IFS 
for a certain percentage of posts in these wings. The Committee regret to 
note that these recommendations hal'e not been implemented by government 
so rar with the result that the working of the CRs has reportedly been as unsatis-
factory as before. Tbe Committee note that tbe Ministry of Commerce 
agreed to the need to broad base tbe cadre of CRs. The Committee urge that 
there should be DO dillying-dallying with tbis problem any loager and coo-
clave action, including strengthening of the cadre of CRs by induction of 
professionals from outside IFS, should be taken without delay so as to ensure 
that the CRs are able to provide all basic assistance on commercial matters 
to exporters and other organisations. (SI. No. 67) 

NEW DELHI; 

March 18, 1982 
PhalgulUl 27, 1903 (S) 

S.B.P. PATTABID RAMA RAO, 
Chairman~ 

Estimates Committee. 



APPENDIX I 

Principal Exports 

(Rs. in crores) 

Item 1976-77 1977-78 1978-79 1979-80 1980-81 

Tea 293 ·14 569·69 340·46 367·84 385·4 
Coffee 126·01 194·42 143 ·95 163'31 225·0 
Tobacco unmanufactured ,. 96 ·84 113 ·21 110 ·73 102·25 138·1 
Cashew Kernels 106 ·10 j49 '54 .80·23 118 ·10 123 ·2 
Oil Cakes 234·37 133 ·27 109·86 120 ·53 109 ·2 
Spices 75·00 137 ·09 147·93 149 ·36 106·2 
Sugar raw & refined 148 ·12 19·77 13.1 ·00 115 ·20 36·0 
Rice 6 ·12 1 I A7 33 ·71 128'31 
Fish & fish preparations 180·64 174·33 226·29 253 AO. 223·7 
Iron ore 238·49 240·84 232'91 285·24 289·4 
Cotton piece goods 267·26 224"73 224·30 287·40 
(a) Mill-made. 213 '12 143 ·35 163 ·22 216·29 
(b) Handloom 54 ·14 81 ·38 61 ·08 71 ·11 
Cotton apparel 263·08 235·05 345·49 342'65 431 ·0 
Jute Manufactures incl. yarn 201 ·12 244·85 166·86 336 ·13 ~43 ·3 
Leather & Leather m1lnufacturers 

(incl. footwear) 294·34 272 ·59 354·53 520'04 341 ·2 
Chemicals & allied products excl. 

essential oil and plastic mate-
rials 110 ·76 116 ·69 148·07 197 ·81 209·8 

.Pearls precious and semi-precious 
stones worked "Or unwork-
ed 287·04 545·80 713 ·68 518·95 542'7 

Handmade carpets & druggets 68·39 83 '18 100·29 139 ·76 
Engineering goods 266·29 617'39 100 ·39 739 '13 900·5 

Total. incl. other items 5142·25 5407·87 5726·07 6404'67 't710'6 
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APPENDIX II 

Principal Imports 

(Rs. trores) 

Commodity 1976-77 1977-78 1978-79 1979-80 1980-81 

2 3 4 5 6 

I. Food and Live animals chiefly 
for food f(excl. Cashew 

'N.A. raw) - 937 -4 214·5 236 ·1 269 ·7 
2. Raw Materials and Interme-

diate Manufactures 2903:2 4397·4 4873·7 6822·0 N.A. 

3. Petroleum oil and lubricants. 1410·4 1551 ·8 1686·9 3267 ·1 5586·9 
4. Animal and vegetable oils and 

fats 118 ·0 737·0 552·3 438'9 N.A. 

5. Fertilisers . and chemical 
products 506 ·1 727 ·7 913 ·9 1100-4 N.A. 

6. Paper, paper board and 
manufactures thereof 61 ·1 31 ·8 104 ·7 155·3 175. 

7. Non-metallic mineral manu-
factures 191 ·8 362·7 560 ·3 441 ·7 542·0 

8. Manufactures of metals 31 ·9 38 ·1 46 ·1 62·3 78·8 
9. Non-electrical machinery ap-

paratus & appliances 731 ·5 694'7 769·6 859·6 978·2 
10. Electrical .-JDachinery appa-

ratus and appliances. . 145'3 190'4 193·6 171 ·7 201 ·2 
11. .Transport equipment 170·7 2i5'2 296·8 336'5 393'3 

Total including others 5073·8 6020·2 6814'3 9021 ·8 12500·9 
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1·32 
1 ·33 
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1 ·35 
1 '36 

APPENDIX III 

SllDUDary of RecolllllleDClatioDS 

Recommendations/Conclusions 

3 

Trade Gap 
Since Independence, India's exports have been increasing 
year after year. The country's exportS increased from a 
mere Rs. 733 crores in ]951 to Rs. 6710 crores in 198().81. 
During the ten year period of 1969-79 exports expanded at 
an annual compound rate of 16% in value terms and over 7% 
in real terms. Inspite of this impressive increase, the country 
has been having adverse balance of trade except during the years 
1972-73and 1976-77. The trade gap in 1980-81 was as high as 
Rs. 5790 crores. Also, India's share in world trade which was 
2 ·4 % in the early years of independence declined to 1 ·2 % in 
the Sixties and it now stands around 0 ·44 %. 
There cannot be two opinions on the three-pronged strategy 
adopted by the Government, namely, improving production 
base, curtailing imports and boosting exports. In fact there is 
no other course open to the government. But if the foreign 
trade deficit has to be eliminated or even minimised, the 
government will have to pursue this strategy vigorously and 
show concrete results in the form of progressive reduction the 
gap between imports and exportS. 
The Committee take note of the Commerce SecretarY's obser-
vation that India must make greater efforts to raise exportS to 
a "decent percentage of 0 '67, if not 1 per cent, of the world 
trade". The Committee hope that the Ministry would not 
spare any effort to realise the goal 0 f capturing 1 % of world 
trade in the shortest possible time. 

Review of Import items 
The country has been having adverse 'balance of trade for a 
long time and that if the past is any guide the possibility of the 
adverse trade balance continuing in the foreseeable future 
cannot be ruled out. 
Import of POL (petroleum products etc.) is not the only facter 
responsible for adverse balance of trade. In 1976-77, when 
POL imports were of the value of Rs. 1424 crores, the country 
still had a favourable balance of Rs. 68 crores. But iR 1980-
81, the adverse balance of trade was about Rs. 530 crores more 
than the value of POL imports (Rs. 5254 crores). This shows 
that even other imports (excluding POL imports) had out-
stripped exports in that year. This is disappointing. So 
long as exports do not match total imports, non-essential 
item should be allowed to be imported and this ban shdUld be 
strictly enforced. 
The Committee would like that tbe lists of items imported 
during 1980-81 and 1981-82 should be critically studied by a 
small group of experts drawn from the concerned Ministries 
with a view to identifying those items which, in their opinion, 
were not absolutely essential to be imported. The results of 
the Study should be communicated to the Committee wbhin 
6 months. The Committee expect that the Ministry will re-
view the import policy in the light of the study aDd take 
remedial measures without delay. , 
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Import Substitution 
The Committee are glad to note that the management of 
country's foreign trade in the post-independence period has 
been marked by a vigorous drive towards achievement of 
import substitution and as a result of various import substi 
tution measures taken by Government, the country's depen-
dence on imports in respect of a large number of products has 
come down considerably. The percentage of imports to 
total industrial output which was 22·1 % in 1960-61 has come 
down to 6·3 % in 1981. It is undoubtedly a creditable achieve-
ment. 
The Committee urge the Government to see that there is DO 
let up in the pursuit of this objective in the future. Whatever 
can be produced in the country to avoid imports should be 
produced and no effort should be spared by Government tf) 
encourage and assist industries in setting up and expanding 
capacities for production of items which have to be imported at 
present. It will be a national waste if any production capacity 
already existing in respect of such items is allowed to remain 
unutilised for any reasoa 

Committee on Import Substitution 
The Committee trust that the latest report of the Import 
Substitution committee would be processed expeditiously and 
follow-up action taken without delay to minimise dependence 
on imports and close the trade gap. 

National Export Plan 
At present there is no system of formulating any well consi-
dered "national export plan". All that is done at present is 
that national export targets are arrived at every year in the light 
of the basic figures given in the National Five-Year Plan after 
taking into consideration the growth rate as suggested in the 
national plan. The Committee feel that mere targets un-
supported by ways and means of achieving the targets will not 
help. A comprehensive national export plan spelling out not 
only the objectives but also the means of .achieving objectives 
at optimum costs with maximum advantage with yearly break-
down of targets to fit in with the overall strategy of National 
Five-Year Plan is necessary for achieving the targeted growth 
rate in exports. They would like the Government tp take a 
,quick decision on this particular reccmmendation. 
Taodon Committee on Export Stratel1Y 
The Committee would like to caution the Government that 
unless final view on the Tandon Committee report is taken 
expeditiously and their recommendations are implemented with 
a sense of urgency, a considerable part of 19808, for which the 
export strategy is being worked out, might already be over 
before the action plan on' the export strategy for 1980's gets 
going. They hope that the Ministry will lose no time after the 
receipt of the Empowered Committee's report to initiate follow-
up action on the Tandon Committee's recommendations. 
StabUity of Export Policy 
It is clear that changes in export policy do take place rather 
frequently even if as stated by the MinistrY, these may have 
been for reasons beyond the Government's control or even if 
these may not have been "major" changes. Annual announce-
ment of export policy, 4S mid-year modifications in the policy 
during three years and Alexandar Committee's concern over 
this matter all lend support to the feeling prevailing in com-
mercial circles that our expon policy has not been stable. The 
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Committee would expect the Ministry to realise the imperati'fe 
need for stable export policy, not merely in concept, but also 
in practice. 

Identifying Products for Exports . 
No scientific study has been made to identify products the 
export of which could bring in maximum net foreign exchange 
and which would have the least domestic resource cost and be 
most profitable to the national economy. The Committee 
feel that a systematic study should be undertaken by Govern-
ment through experts to identify export items which would 
bring in the maximum 'net' foreign exchange and be most 
advantageous to national economy. 

Unit Value Realisation 
The Committee are surprised to note that the unit valUe realised 
by many commodities exported by India has been declining 
year after Ye3f .. The Committee are inclined to agree with the 
non-official vIew that our exports are losing competitive edge 
because of poor quality. The solution to this problem lies as 
is known to the Ministry in improving quality and packaging 
of export products for which quality consciousness. has to be 
created among producers and production techniques hllVe 
to be modernised. The Committee would like the Ministry 
to/ draw out a comprehensive scheme for upgrading quality 
and packaging in each sector of export production and provide 
assistance and encouragement to make Indian exports compe-
titive in quality and price; They would like to know the steps 
taken by the Ministry in this direction. 

The Committee suggest that the MinistrY should also under-
take on-the-spot case studies in foreign markets to investigate 
the reasons for the low unit value realisation as compared 
to our competitors and take steps to overcome the shortcomings 
in our produc.ts, marketing strategy etc. 

Under-Invoicing of Exports 
Although the Commerce Secretary did not view the pheno-
menonof under-invoicing as widespread in the Committee's 
opinion the unhealthy practice bf under-invoicing exports 
should not be under-played. 

The Committee urge the Ministry that, besides examining 
the scope for extending the system of fixing minimum export 
prices to more products, it .. should take sterner measures, 
preventive as well as punitive, to curb this menace. 

Import Replenishment Licences 

Import Replenish licences (REP licences) are iSSUed to replenish 
the import content in the products exported, in respect of ban-
ned and canalised items and packing material with a view to 
providing inputs for expor,t production at international Prices 
in order to make our exports comPetitive. The value of REP 
licences increased trom 25·3 % in 1978-79 to 30% in 1980-81. 
A part of the REP licences or the products imported under 
REP licences even though their imports are otherwise banned 
enter the domestic market and to that extent it is a waste of 

. foreign exchange. The Comrnit~ feel that there is no justi-
fication to allow REP licences or the Products imported under 
REP ticences)o be transferred to anybody other than exporters 
br export manufacturers. 
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Cash Compensatory Support 
Government has introduced a scheme of Cash Compensatory 
Support (CCS) with a view to neutralising· the handicaps 
encountered by exporters in the shape of indirect taxes that 
remained unrefunded after duty drawbacks, higher rate of in-
terest on working capital and higher cost of capital gQods 
required in export production. The Committee agree with 
the Ministry that there is a need to neutralise atleast in part the 
effect of various handicaps but they do not agree with the' 
Ministry that CCS is the only appropriate method of achieving 
the objective. 
In the Committee's opinion there is a great weight in the sug-
gestions that schemes can be devised for providing total refund 
of all indirect taxes and levies at all stages of production, inter-
state sales, export sales and to provide rebate on indirect taxes 
on export sales. This wi!! save the Government of tremen-
dous administrative expenditure, minimise scope for malprac-
tices and also relieve the exporters of the burden of first paying 
taxes and then collecting monetary support. The Committee 
strongly feel that a detailed in-<iepth'study by experts should 
be commissioned to evolve suitable schemes to be built into tax 
structure' in lieu of CCS. 
So long as the CCS scheme is. in force the Committee would 
like to caution the Government against the natural tendency 
of Export Promotion Councils to give weighted cost data with 
a view to getting maximum assistance from Government 
under this scheme. The Committee would, therefore, suggest 
that cost data prepared by EPCs should be vetted by cost 
accountants who should be reqwred to give certificate on the 
accuracy of the data. Also, instead of depending entirely on 
the cost data submitted by EPCs, Government should 
independently study costs of production of "arious iterr.s in 
certain representative units before determining the CCS rate~, 
Drawbacks 
It is too well known that the duty draw back scheme is not 
working to the satisfaction of exporters and that there is 
delay in the exporters getting drawbacks from Government. 
The Committee cannot over-emphasize the need to fficke the 
working of drawback scheme more efficient and less time-
consuming. 
The Committee are surprised to learn that the Drawback 
Directorate in New Delhi and the customs authorities at 
various places both of which are under the same Ministry 
(Finance), are not working in unison. The Committee would 
like the Ministry of Finance to streamline the present arrange-
ments so that the exporters are not made to suffer for lack of 
coordination between two sister Departments of the ~2me 
Ministry. 
Duty Exemption Scheme 
At present 193 items are covered under the Duty Exemptions 
Scheme, which enables duty free import of certain raw mate-
rials and components for execution of export orders. There 
is a widespread demand for extension of Duty Exemption 
Scheme to all the other major items. Now that the Govern-
ment has gained adequate experience in the administration of 
the Scheme, there should be no difliculty in extendlhg it to all 
the raw materials and components required for export pro-
duction. This 'would relieve the Government of the burden 
of collection of duties on imports and later their refund on 
exports and, at the same time save the exporter manufacturers 

. from harassment and delays. 
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KandIa Free Trade Zone 
The setting up of a free trade zone at Kandla, a backward 
area is no doubt laudable, but alJowing it to suffer from imra-
structural inadequacies particularly tele-communication faci-
lities even after 17 years of its coming into existence, is 
regrettable. The Ministry of Commerce should serioUsly 
pursue the matter with the Ministry of Communications and 
ensure that telecommunication facilities are improved at the 
earliest. The Committee take note of the fact that the Tandon 
Committee is reviewing the working of free trade zones and 
will recommend specific measures to increase their attractive-
ness for encouraging export. The Committee would like to be 
apprised of the recommendations made by the Tandon Com-
mittee and action initiated by Government thereon. 

Setting up of a Free Trade Zone in Andaman Nicobar IsJaDds 
The Trade Development Authority had recommended estab-
lishment of a free port in Great Nicobar (Andaman and Nicobar 
Islands). The Government decided in 1976 not to pursue 
this proposal and not to set up any more free trade zones in the 
country. Commerce Secretary agreed that there should be a 
reconsideration of the need to set up more free trade zones in 
order to augment the country's exports. The Ministry is 
awaiting Tandon Committee's view on the question of setting 
up more free trade zones. The Committee suggest that 
Ministry should seriously examine the question of setting up of 
a free trade zone in Andaman and Nicobar Islands in order 
to boost exports from the country. 
Domestk Marketing Support for Free Trade Zone Units 
As per existing scheme the units working in free trade zones 
have to export their entire production. In order to develop 
the competitive strength of the zone units, some exporters have 
suggested that 10 to 20% of their production may be per-
mitted to be sold in the domestic market. Even the Commerce 
Secretary during his evidence before the Committee felt that 
"there is a lot oftruth in the arguments of our manufacturers." 
The Ministry of Commerce is reportedly considering this sug-
gestion. The Committee hope that the Ministry would take 
a decision in this regard early. 

J;xport Credit 
The Committee have received a number of representations 
about the difficulties experienced by exporters in getting 
adequate export finance and in release of foreign exchange. 
Even the documental ion process according to them is very 
cumbersome. Obviously, the action taken by RBI and the 
Ministry of Finance in streamlining the procedures has not 
gone far enough to remove all their difficulties. TheCom-
mittee would like that the export credit and foreign exchange 
procedures should be kept 'under constant review and simpli-
fied wherever these are found to be hindering and not helping 
easy flow of credit and release of foreign exchange for export 
Under none of the arrangements made by Government ana 
RBI to get feedback from exporters about difficulties in the 
matter of export credit and foreign exchange, the officials and 
non-officials meet formally or at stipulated periodicity at field 
or regional levels to hear each other's views face to face and 
resolve difficulties by mutual discussion. The Committee 
feel that on the lines of the Advisory Council on Trade at Cen-
tral level, there is need for an institutional framework at re-
gional or state levels, which alone can provide a useful forum 
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for discussion of exporters' probkms regarding export credit 
and foreign exchange and thrash out cOJ:lcrete solutions to 
problems. . 
There is weight in the suggl:stion made by gems and jewellery 
exporters that the criteria for extending credit should be the 
proven record of export and export potential and instead of 
debt, equity ratio, which the banks take into account at present, 
equity turnover ratio. should be taken into consideration by 
them for extending credit. The suggestion that credit limits 
should be fixed with reference to export orders also appears 
reasonable and deserves consideration. The suggestions 
for extending soft loans for all those export items for which it 
is not at present available and extending the period of packing 
credit beYQnd 90 days also merit consideration. The Com-
mittee would like the Ministry to examine these proposals 
sympathetically. 
Cost Benefit Study 
The expenditure on export promotion in the form of cash 
compensatory support, drawbacks and export interest 
subsidy veers round to approximately Rs. 500 crores 
each year. Besides these Government incurs expenditure 
on such other' measures like supply of ra w materials 
at international prices, transport subsidy etc. and 
foregoes revenue by granting tax) exemption. Consider-
able expenditure is also incurred on the various institutional 
arrangements set up for export promction. The Ministry 
has no idea of the total cost of export promotion measures. 
It is a moot point whether the results achieved are commen-
surate with the expenditure incurred on expol t promotion 
measures. The Committee would like a Study to be made in 
this regard. 

Improvement in Production Techniques 
The Commerce Secretary also identified certain factors like 
high cost of production at home, in(erior technology etc. as 
the main factors responsible for the dependence of export 
sector on monetary support from Government. The question 
arises whether high cost of production due to inferior techno-

. logy etc. should be neutralised by cash support and subsidies 
or whether it should be brought down by upgmdation of tech-
nology and other improvements in production techniques. 
The Committee feel that cash support and subsidies are like 
clutches which though necessary for the time being, should not 
become a permanent feature. If a part of the financial support 
is diverted to making basic improvement in production tech-
niques, it would do the national industry a lasting good and 
make our exports self-sustaining and competitive without much 
direct financial support. The Committee would urge that 
efforts in this direction should be intensified by Government 
and the Ministry of Commerce and Ministry of Industry 
should play a leading role in this regard. 
Quality Control 
In order to ensure quality in exports, Government has intro-
duced a statutory scheme for c.:>mpulsory quality control 
and pre-shipment inspection and so far 837 items of export 
have been brought under this scheme. If is a sad reflection on 
the inspection agencies that 329 complaints of poor quality of 
exports in 1979-80 and 225'similar complaintsiin 1980-81 were 
received in respect of exports which had gone through com-
pulsory pre-shipment inspection. Out of the total number 
of 554 quality claims received in these two years, 370 claims 
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involving an invoice value of over Rs. 24 croreS were admitted 
and a sum of Rs. 80 lakhs was allowed as compensation by the 
Reserve Bank of India in these cases. The Ministry considers 
this to be "negligible" in view of over 2 lakh consi~ents 
certified during each of these two years. In the COmmItt.ee's 
opinion, it is not the quantity alone that should be taken mto 
account in such matters, even a small number of su b-standard 
exports can tarnish the image of the country and shake the COD-
fidence of importers. The Committee would, therefore, 
like the Ministry to take every such complaint more seriously 
and besides tightening preshipment inspections and ta~ng other 
remedial measures, it should investigate as to how certificate of 
export worthiness was issued in such cases. Ther~ should be 
no laxity shown in this regard and officers found gUilty of neg-
ligence should be given deterrent punishment. 
The Committee suggest that the list of items not at present 
covered under the compulsory pre-shipment inspection scheme 
should be reviewed with a view to bringing as many more items 
under this scheme as possible to guard against sub-standard. 
items being exported. 
Perishable Goods 
The Committee expect the Ministry to step up vigilance and tight-
ten preshipment control to ensure that exports of perishable 
goods are not only of good quality when they leave our shores 
but are so packed and handled in transit that they maintain 
their quality when they reach the destination. 

Exporters Responsibility regarding Quality 
The exporters who export sub-standard items can also not be 
absolved of their share of responsibility in this regard. The 
Committee are informed that Government has power to punish 
such exporters and has in fact exercised that power in some 
cases. The Committee would like the Ministry to make use 
of these powers more often to prevent unscrupulous exporters 
from tarnishing the image of the country abroad. 

The Committee take note of I he proposal under consideration 
with the Government to have statutory powers to give exemp-
lary punishments to th()Se who may be found to have violated 
the basic principles of ensuring standards and qualities in 
exports. This should be implemented at the earliest. 

After-sales Senice 
The Committee also take note of the progress made in private 
sector in setting up after-sales service in certain fields. The 
Ministry is reportedly suggesting to Trading Houses having 
over Rs. J 0 crores of exports to provide service facilities abroad. 
This should be pursued. 

Quality CoosdOUSDCSS 
The COIT_mittee strongly feel that there is an imperative need 
to incukate quality consciousness into the companies them-
selves. For this purp0Je, it is seen that the Ministry is trying 
to encourage and assist the companies to set up inhouse quality 
control and testing faciiities. This is a step in the right direc-
tion. The Committee would urge the Ministry to pursue this 
matter with the manufacturers and take all other steps nca:-' 
ssary to built up a positive quality culture in industry in order 
to ensure a consistantly high quality in industrial and other 
exports. 
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The suggestion made by a chamber of commerce, that inspec-
tion of export goods should be allowed to be done by an agency 
to be nominated by the buyers is apparently sound. The 
Committee would like the Ministry to examine it carcfu1ly and 
see how far and in what form it can be implemented in the 
interest of exporters, 

Documentation 
The Committee are glad to know that the Ministry has at last 
realised the need to stop procedural harassment to exporters 
and has commissioned a study with a view to reducing the 
number of forms to be filled up by an exporter and simpli-
fying the procedure. 
They would like to know the outcome of the study and the 
concrete action taken in the matter. 

Coffee Exports 
The difficulty of coffee exporters caused by raise in export 
duty after the coffee auction and before shipment are genuine 
and can be solved by government without loss of revenue. 
All that is required is to time the announcements of revisions 
in the rates of export duty so as to synchronise them with the 
auctions which are reportedly held twice or thrice in a month. 
The Committee would like the government to look into the 
matter and evolve a system which, while safeiuardini public 
revenue, would protect the financial interests of coffee expor-
ters. 

Sailings from Southern Ports 
Now that the Ministry of Commerce has accepted the inade-
quacy of sailings for export merchandise from Southern ports 
and has recognised the need to tone up the shipping system, 
the Committee hope that the Ministry would spare no efforts 
to have the sailings from these ports increased to cope with 
the demand so that exporters from the Southern Region are 
not put into difficulties on this account. 

WarebousesJ 
The Committee agree that proper warehousing facilities 
abroad will enable exporters to stock inventories in consump-
tion centres and help them provide ready and regular delive-
ries to buyers. This will certainly give Indian exports a great 
advantage. Whether more warehouses should be set up by 
government or public sector or private sector agencies is a 
matter for the Ministry to decide but the Ministry should see 

that warehousing facilities become available at selected places 
for all such merchandise as has a stable demand, low risk of 
obsolescence and rapid turnover. The Ministry will, no 
doubt, ensure that past mistakes like bureaucratisation of ware-
housing units are not repeated in future ventures: 

Distribution of Export Orders by Omalising Ageaeies 
There is a general feeling among private as well as State Gov-
ernment circles that export orders received by canalising 
agencies like Stall! Trading Corpo~ation (STC) are not distri-
buted equitably among States or exporters in various parts 
of the country. The Committee find it difficult to judge 
whether the export orders are distributed by canalising agen-
cies equitably among exporters in various regions or not. 
The Committee suggest that the Ministry should review the 
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mechanism adopted by canalisQlg ag.ncies for distribution 
of eXport orders among exporters and ensure, through proper 
checks and balances, that export orders are distributed fairly 
and equitably among eligible and reliable exporters all over 
the country and that export orders are not allowed to be 
cornered by a few preferred exporters" The Ministry would 
do well to take steps to dispel the feeling of injustice pre-
valent among exporting circles in certain States. 

Project Exports 
Project exports have added on a new and welcome dimen-
sion to Indian exports. With 484 projects of the value of 
Rs. 4407 crores executed or under-execution abroad at pre-
sent, lndia has certainly made an impressive entry in hitherto 
unknown areas and opened a new window for our products 
and services. Besides other benefits, these projects will bring 
in numerous invisible gains which. are sure to improve our 
foreign exchange position. The Committee hope that the 
Ministry would give all guidance help and encouragement to 
public and private sector organisation to go in for project 
exports in a big way. 

Export Houses 
·Utility of the Export Houses has been questioned by certain 
exporters and expoIt organisations. Complete picture of the 
total exports made through Export Houses is not available 
with the Goyernment. In the absence of this data, it is diffi-
cult to judge the performance of Export Houses in relation to 
the facilities and benefits given to them by Government. The 
Committee expect the Ministry to look into the weak areas of 
export houses and make them a more potent, instrutnent of 
service in the field of exports, especiaIly in hitherto neglect ed 
areas. The Committee. would also like the Ministry to main-
tain complete data about the performance of export houses 
in order to be able to assess their achievements in relation to 
the facilities and benefits given to them. 

Problems faced by Exporters from North Eastern Region 
The Committee would like the Ministry not only to take 
all possible meaSUIes to boost exports from this region but 
also involve the representative OI;ganisations of the North-
Eastern region in evolving. and implementing export plans 
in a big way. Branches of export organisations and ins-
pection agencies shouldbe set up there as early as possible to 
stimulate export consciousness and . export efforts. In fact, 
the Ministry should make all efforts to help this region to 
catch up with the rest of the country in the field of exports. 

Problems faced by Exporters in ~ o8iI:es of the CCI & E 

Even though the Ministry has taken action on various fronts 
to streamline the procedUIes in the grant of import and ex-
port licences, it will be a mistake to ignore the general feeling 
in certain quarters that there is considerable delay in the issue 
of these· licences and that there is red-tape and corruption in 
the Offices of the CCI&E. As assured during evidence, the 
Committee. expect the Ministry to make further efforts 
towru:dsjmprov~nt and streamlining of the procedUIes so 
as to leave no 10ophoiCli or scope for any official at any level 
to cause delays in the issue of licences or harassment to the 
exporters. 
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Mflde1lluJeou5 ProbleDlll 
The Committee have gone into the problems and suggestions, 
relating to industrial licensing, State levies on raw materials, 
"wastage" under Duty Exemption Scheme, freight subsidy, 
service charges of canalising agencies inspection for woollen 
industry, delay at customs hOllses, seafood industry, catda-
mom cashew industry, walnuts, hand-made matches, chilly 
trade, sports goods, handlooms, return of exhibits from abroad, 
container facility at Delhi, availability of wagons and storage 
facilities. The ~oblems of the exporters in these fields appear 
to be genuine and deserve a careful and dispassionate consi-
de:nttion. The Committee would like the Ministry to examine 
each one of these suggestions and problems referred to in 
Section (Jd) of Chapter m an'dinform the Commiltee of the 
action taken in the matter. 

Export Studies 
The Committee are glad to note that lit tl:eir ir stance the 
Export Services Coordination 'Committee had asked the 
various Export Promotion Con neils, Commodity Boards, 
Trade Development Authority, Indian Institute of Foreign 
Trade etc. to undertake studies on the various aspects of 
export promotion as identified by the Committee on which 
studies have either not been undertaken so far, or where under-
taken have become outdated. The Committee hope that 
these studies would be completed and made UIIIe of in shaping 
the future strategy of exports with a view to deriving the maxi-
mum advantage. 

Export Publicity 
There is a general feeling among exporters and commercial 
organisations that the export publicity leaves much to be 
desired. Commerce Secretary has admitted that due to 
resource constraints, they find it difficult to make full use of 
all modern media for doing publicity abroad. The Com-
mittee would like to point out that publicity, if it has to pro-
duce impact must be concentrated and sustained and sophis-
ticated enough to catch the eye of target audience. Half-
hearted publicity is hardly productive. At present there is 
no inde(lendent mechanism to evaluate the impact of the 
publicity campaigns. Unless there are evaluated from time 
to time, the Ministry will not have an opportunity to judge 
the effectiveness of their publicity or to improve their tech-
niques and· channels of publicity. The Committee expect 
the Ministry to evolv!= a suitable mechanism for evaluation 
of foreign publicity. 
Lack of professionalism and coordinated approach is stated 
to be one of the weaknesses of our publicity campaigns abroad 
particularly' in the number of export promotion. The Com-
mittee are glad to note that the Ministry, which is in favour 
of a coordinated approach, has now decided to undertake a 
. study in this regard in order to bring about improvement in 
foreign publicity. They would 'ike to be apprised of the 
outcome of the study. 
There are a large number of organisations, official as well 
as non-official, which are carrying out publicity abroad. Just 
as Government has declared TF AI as the focal point for 
orpnisin& and participating in trade fairs abroad, in the 
Committee's opinion, there i.> naed for a well equipped and 
professionally staffed body to be designated as the focal point 
for coordinating publicity campaigns abroad. l,Jnless this is 
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done, the chances of duplication of efforts and wastage of 
precious foreign exchange cannot be completely ruled out. 
The Committee would like the Ministry to give it a serious 
thought. 

Release of for~igJf exchange for publicity plll1lC)SeS 
There is a feeling among exporters that they could get better 
markets abroad if they could get more foreign exchange for 
publicity. The Committee suggest that this matter may be 
looked into by the Ministry of Commerce in consultation 
with the Ministry of Finance and RBI. 

Trade Fairs-Participation of Small Scale Units 
Intimation about trade fairs, the Ministry says, is given to 
organisations concerned with small scale industries like the 
NSIC, State Directors ofIndustries, State Export Corporations, 
Development Commissioner for Small Scale Industries, etc. 
This list does not incl ude the name of any small scale industries 
association. TF AI it is stated also "encourages" associations 
of small scale industries to participate in trade fairs. All this 
show that the complaint made by small scale industries asso-
ciation is not -entirely without basis. The Committee do not 
see any reason why associations of small scale industries can-
not be 'invited' to participate in the trade fairs just like the 
big firms. This should be done. 

The Committee take note of the admission made by Com-
merce Secretary in his· evidence that no special concession 
is given to the small scale industries in the matter of hiring of 
stalls and accommodation at trade fairs. Even if the TF AI's 
rates are already subsidised for all participants, it does not 
mean that small scale industries do not deserve any further 
concession vis-a-vis large and medium industries. It would 
be in the fitness of things to show some special consideration 
to the small scale industries. 

Follow-up of Trade enquiries received during trade fairs 
The Committee are glad to know that the Ministry has now 
realised the importance of a suitable system to follow-up the 
trade enquiries received during trade Fairs and to monitor 
the volume of business deals concluded as a result thereof. 
The Committee would like the proposal in this regard to be 
finalised and implemented expeditiously, so that concrete 
business gains made by the country from each trade fair can 
be known. 

Review of the working of TFAI 
The Ministry has also now decided to make a quarterly re-
view of the working of the Trade Fair Authority of India. 
This will give a good opportunity to the Ministry to judge the 
performance of TFAI and apply correctives wherever found 
necessary. 

Repatriation of Sale Proceeds. 
Difficulties in repatriating the sale proceeds of the goods sold 
at trade fairs abroad have been expressed by exporters and· 
adf!1itted by the Ministry. The ~ifficulties are stated to beJ 
mamly due to the currency regulatIons of the countries where 
trade fairs are held. This is a matter which should be sorted 
out with the host country before participating in the trade 
fair and steps taken in advance to ensure that the participants 
lITe not put into difficulties in repatriatin~ the sale proceeds. 
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Trade Agreements 
1 he Committee expect thai besides copicsof trade ;'£1 cements 
signed with other countries, as much other information as 
can be supplied without difficulty should be supplied to all 
State Governments to enable the exporters and manufacturers 
within their States to avail themselves of the export oppor-

. tunities. 

Market Surveys 
The Market Surveys prepared by various organisations like 
IDA. lIFT, EPCs and FIFO have come in for criticism by the 
exporters. According to them these surveys tend to be a 
mere compilation of data offen out-dated and without any 
serious analysis and interpretation. The Committee would 
like that an institutional mechanism should be evolved to 
receive feed back about utility of these surveys from the ex-
porters as only then can the Government know the short-
comings of the market surveys brought out by various organi-
sations and suggest improvements. The Ministry accepts the 
need for feedback. What· is needed now is action to put it 
into practice. 

National Centre of Trade Information 

Though a number of organisations like the Indian Institute 
of Foreign trade, Trade Development Authority, Export 
Promotion Councils etc. are collecting the market intelligence, 
a centralised information system is lacking and in the absence 
of a centralised system, the exporters face considerable diffi-
culties. The Ministry of Commerce has admitted the need 
for an apex body for collection and dissemination of all types 
of trade information but, regtettably, it has not been able to 
set up such a body so far though proposal to this effect has 
been under consideration for the last 10 years. The Ministry 
proposes to strengthen the primary information sources like 
DGCI & S, Port customs, banks, EPCs before setting up an 
apex body. The Committee do not dispute the need to streng-
then primary information sources but they cannot condone 
delay of 10 years to do the needful. The Committee recom-
mend that a National Centre of Trade information should 
be set up at the earliest to collect, collate and disseminate up_ 
to-date market intelligence . 

. Publication of Trade Statistics by DGCI & S 

The long time lag in publishing trade statistics by DGCI&S 
makes it difficult for exporters to formulate realistic export 
plans and programmes. Even after taking remedial measures 
in the light of the Seal Committee on Timely Supply of Foreign 
Trade Statistics, DGCI&S took 14 months to publish March 
1980 issue of Annual Export and J 6 months to publish the 
March 1980 issue of Annual Imports which is not much of an 
improvem,ent as compared to past when it rcpurtedly took J 8 
months. The Committee would like to judge the Ministry's 
performance not by the plans formulated or measures taken to 
expedite matters, but by the resu4ts achieved. If trade statis-
tics have to serve the purpose for which these are collected 
they should be in the hands of exporters within 6 months or 
so after the relevant year. 
Trade Centre 

If the Brussels Trade Centr:! has succeeded, as the Ministry 
says it has, in doing service to the exportini community. the 
setting up of more sllch centres should not be delayed. The 
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Committee would like to be informed of the pro&ress in this 
regard. 

Need for Streamlining 1be Institutional Set up 
At present a large number of organisations are concerned 
with the various aspects of exports and an exporter has to 
contact a good number of them for getting relevant infor-
mation and processing export transactions and formalities. 
Since these organisations are situated at different places, a 
number of exporters and Chambers of Commerce have re-
presented to the Committee that they are put to great incon-
venience and have to spend a considerable time in going from 
place to place to contact these OIlganisations in the process of 
finalising exports. The Committee feel that first of all the 
Government must through an expert and independent study 
satisfy itself that there is need for all these organisations to 
continue as separate entities in the field of exports and where 
possible, combine such of these organisations into one body 
as are capable of being so combined. 
Notwithstanding the outcome of the aforesaid study, the 
Committee feel that it is not fair to make the exporters run 
from piller to post in the process of getting trade information 
processing export transactions, finalising administrative for-
malities and getting release of foreign exchange etc. etc. The 
Committee see no reason why all or at least most of the orga-
nisations concerned cannot be brought under one roof where 
exporters can meet the representatives of these ~rganisation~ 
one after the other and get the needful done. The example 
of District Industry centre which has been set up to provide 
a package of services to entrepreneurs under one roof is there 
and the Ministry should take inspiration from this concept 
to evolve a similar set up to provide a more streamlined pack-
age of services to exporters at one place. 
Duplication of Efforts 
Though the Ministry has denied duplication of activities the 
the various Government organisations in the field of exports 
the Committee feel that the facts are otherwise. The Com-
mittee find that participation in trade fairs is the concern of as 
many as four organisations (IDA, T AAI, EEPC & FlEO) 
and the market surveys are undertaken by five of them (the 
four above and also 11FT). It is difficult to understand why 
the two types of surveys cannot be undertaken by the same 
organisation quickly, without much of redtapism. Similarly 
why TF AI cannot be made solely responsible for organising 
and participating in all types of trade fairs is also not under-
stood. A considerable amount of duplication of efforts is 
obviously there in certain areas for no advantage. There is 
need for an independent review in order to remedy the situa-
tion. 
It appears that TDA is at present engaged in ~ number of 
activities not envisaged for it at the time of its constitution at 
the cost of some of its most important objectives such as, 
to organise an export intelligence service on modem lines and 
to organise collection and projection of trade statistics on a 
scientific and systematic basis. The Committee would like 
the Ministry to go into the matter and ensure that TDA does 
not lose sight of its main objectives. 
The Committee feel that an Export Promotion council may 
deal with more than one product but the same product should 
not be dealt with by more .than one council. Unless this is 
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ensured, duplication cannot be avoided. The Committee 
expect that the Task Force set up by the Ministry would look 
into this matter criticaJly and suggest measures to avoid dupli-
cation of functions among EPCs. 

Conversion of EPCs into Commodity Boards 

The need for converting some of the EPCs like those onsports 
goods, cashew, shellac into Commodity Boards has been point-
ed out by a research organisation and accepted even by non-
officials and chambers of commerce. EPCs can playa part . 
only in promoting exports and where exports need a strong 
production base, it is a Commodity Board and not an EPC 
which is best suited. The Committee would like the Ministry 
to examine the present status of development of products 
like sports goods, cashew, shellac, etc. to determine whether 
the EPCs in respect of them should not be converted into 
commodity boards for better results. 

StaffiDg Pattern in EPCs 
There is a widespread feeling that EPCs are not manned by 
professionals well-ver~.ed in export business and this is one 
of the reasons fer the not-so-efficient functioning of many of . 
the EPCs. This fact has also been admitted by Commerce 
Secretary who promised to examine this matter and see what 
further resources can be provided to the EPCs til enable them 
to raise their professional competence. The Commiuee would 
like to be informed of the steps taken by Government in this 
matter. 

Management of EPCs 
Though Government gives considerable monetary support 
to the EPCs (60 % of the total expenditure of the councils) the 
Government or government organisations do Qot have a 
corresponding say in the management of these councils. The 
Ministry is not in favour of increasing government represen-
tation on EPCs as it feels that interests of exporters can best 
be served by organisations which are primarily managed by 
exporters themselves. In view of adverse comments received 
on the working of EPCs and in view of the past trend of sub-
mitting weighted cost data by some of them, the Committee 
feel that Government representatives on EPC's management 
should be more active in the deliberations and afi"airsof the 
Councils so as to tone up their efficiency and professional 
competence. 
Membership of EPCs 

At present membership of the Export Promotion Councils 
is open to exporters as well as !1on-exporters. In many cases 
the non-exporters constitute a majority of the members in the 
councils. The Ministry stated the presence of a majority 
of non-exporters in the councils did no( dilute the export 
character of these councils. Government ensures through a 
convention that office holders of councils are not drawn from 
non exporters. The Committee. take note of these assurances 
given by the Ministry and hope that at no stage export 
character of export promotion councils would be aJlowed to 
be diluted on account of preponderant number of non-
exporters being mem:ber of the councils. . 
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Commercial Representatives 
The working of commercial Representatives in Indian Mis-
sions abroad has come in for severe criticism at the hands of 
exporters. The monthly economic reports sent by them are 
reported to be outdated and a mere compilation of data with-
out any meaningful- analysis. A large number of exporters 
and leading chambers of commerce felt that the IFS officers 
cannot discharge the functions of commercial representatives 
well as their training and background are not related to foreign 
trade. The Alexander Committee 1978 -and Trivedi Committee 
had stresseQ the need for induction of experts from the trade 
into the ranks of CRs. Even the Estimates Committee (1978-
79) in their 29th Report on the Ministry of External Affairs 
had recommended that it is necessary to strengthen the eco-
nomic and commercial wings of the missions by selecting from 
time to time the most qualified persons from outside the IFS 
for a certain percentage of posts in these wings. The Com-
mittee regret to note that these recommendations have not 
been implemented by Government so far with the result that 
the working of the CRs has reportedly been as unsatisfactory 
as before. The Committee note that the Ministry of Com-
merce agreed to the need to broad base the cadre of CRs. 
The Committee urge that there should be no dillying-.dallying 
with this problem any longer and conculsive action, including 
strengthening pf the cadre of CRs by induction of professionals 
from outside IFS, should -be taken without delay so as to 
ensure that the CRs are able to provide all basic assistance 
on cdmmercial matters to exporters and other organisations. 
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