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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do pn!Sent on their behalf this Thirty-ninth 
Report of the Public Accounts Committee (Seventh. !.ok Sabha)\ 
on paragraph 1 of the Advance Report of the Comptroller & 
Auditor General of India for the year 1978-79, Union Government 
(Civil') regarding Cash assistance for export of deoiled rice bran. 

2. The Ad\'ance Report of the Comptroller & Auditor General 
of India for the year 1978-79, Union Government (Civil) was laid 
on the Table of the House on 26 March, 1980. 

3. This Report deals with cash assistance for export of deoiled 
rice bran which was sanctioned for the first time in May, lIno 
without any cost study. :Between April 1971 and March 1975, cash 
assistance was discontinued but was reintroduced. ~m April, ISJ75 
without any cost study but subject to review on the basis. af a 
detailed cost study. However, before completion of this cost study 
in April-May 1977 which confirmed profitability on exports of 
~i1e  rice bran, the JCCI&E, Bombay disbursed cash assistance, 
aUlOunting to Rs. 52 lakhs in December 1976 and Rs. 4.22 lakhs in 
March 1977, for the year 1975-76, although the Ministry of Finance 
had asked the Commerce Ministry in November 1976 to withhold 
the payment of cash assistance till the cost study was completed. 
The Committee have recommended investigation into the matter. 

4. Cash assistance on the export of deailed ri:::e bran from the 
year 1976-77 onwards was sanctiotled by the Commerce Miaistry 
withiut taking into account the factor of cost study. The Com-
mittee have expressed the view that detailed examination of the 
cost structure is relevant even after the issue of revised p.riteria laid 
down by the Bose-Mullick Committee and those laid down later by 
the Alexander Committee. As cash assistance is given on a wide 
range of commodities they have desired the Government to examine 
the matter and clarify the policy in this regard. 

5 Before this report was finalised by the Committee the cash 
assistance which was granted upto March 1982, has since been 
withdrawn by Government with effect from 1 April 1981. 

(  v  ) 



( vi) 

6. The Public Accounts Committee 1 ~  examined tbis 
paragraph relating to cash assistance for export of deoiled rice bran 
at their sittings held on 27 December, 1980 (FN and AN). The 
Committee considered and finalised this Report at their sitting held 
on 15-4-1981 ba&ed on the evidence taken and the written infor-
mation furnished by the Ministry of Commerce. The minutes of 
the sittings form part II· of the Report. 

7. A statement containing observations and recommendations of 
the Committee is ap~n e  to this Report (Appendix III). Fo, 
facility of reference these have been printed in thick type in the 
body of the Report. ( 

8. The Committee place on record their appreciation of the 
atlsistance rendered to them in the examination of this paragrapb 
by the Comptroller & Auditor General of India. 

9. The Committee would also like to express their thanks to 
the Ministry of Commerce, Ministry of Finance, Ministry of Agri. 
culture and Mln1stry of Law for the cooperation extended by them 
in giving information to the Committee. 

NEW DELHI; 

April 20, 1981 

Chaitra30-,-i903 -{Sj . 

CHANDRAJIT YADAV. 

Chairman, 

Public Accounts Committee 

---
·Not printed. One cyclostyled copy laid on the Table of the 

House and fiVE" copies placed in the Parliament Library. 



REPORT 

CASH ASSISTANCE FOR EXPORT OF DEOILED RICE BRAN 

Audit Para 

1.1. The Audit Para on CaSh Assistance for export of DeoUed 
Rice Bran as appea.ting in Advance Audit Report (Civil) of the 
Comptroller and Auditor General of India for the year 19'1'3-79 Is 
reproduced as Appendix I of this Report 

INTRODUCTORY 

1.2. Rice bran is a by-product of rice moIling. It is the layer 
round the endospenn together with a portion of polishing. By the 
solvent extraction process rice bran can yield 14 per cent of oil 
leaving 84 per cent of deoiled rice bran. The deoiled rice bran Is 
mainly used as an ingredient for mixed feed for cattle, poultry 
and pigs. Extraction of rice bran oil was undertaken as part ot 
the national programmee for increasing the production of edibl 
oils in the country in order to meet the sh6rtfalls. In reply to 
a question about the percentage of rice bran oil produced of edible 
grade and of non-edible grade, the Ministry of Commelt:e in a 
note have stated that during 1979-80 the percentage of rice bran oil 
produced which was Of edible grade was 2.17 as per data furnished 
by Solvent Extractors' Association of India (SEAl). No separate 
figures are available :for its use. It was mostly used for manu. 
facture of vanaspati. Percentage of rice bran oil produced which 
was of non-edible grade during 1979-80 was 97.83 and the enUre 
quantity was almost 'llSed in soap industry. 

1.~. To encourage the production and utilisation of rice braD 
oil Government had given from time to time variaus incentives • 
(i) total exemption of excise duty on the production of rice bran 
oil since 1960, (ii) exemption of excise rebate on the use c:Jf rice 
bran oil in soap making and in manufacture of vanaspati, (W) 
provision of loanR to rice mills at favourable rates of interest, (tv) 
interest subsidy for export of deoiled rice bran under the Export 
Credit Scheme and, tv) cash assistance on e~rt of deoiled rice 
bran. 
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1.4. In a note· furnished to the Committee the Ministry of Com· 
merce have stated that the decision to grant total exemption from 
excise duty on the production of rice bran oil was taken by the 
Government in February, 1960. No modification has been made 
in this decision. The number of units which took advantage of the 
exemption and their production figures since 197() are as under: 

Yeu 

1971 

1972 

1'73 

1974 

1975 

1976 

1977 

1978 

1979 

No. of 
Units 

II 

II 

39 

Qua ltity 
ofR ce 
Bran Oil 
pnx .uceti 
(in MT) 

4,1:,8,547 

7,98g,568 

8,;,85,3'7 

'~1 ,  

27,< 78,030 

39,102,599 

59,;86,893 

Note: Thia statement does not include information from the Collectors of Central 
Excile, Bombay-I, Bombay-II, Cochin, Indcre, Meerut, Dellii and Chardigarh. 

As per latest information furnished by tlre Ministry of Com-
mefte, the coat·· to the exchequer on account of excise rebate on the 
use of rice bran oil in soap making during the years 1977-78, 1978-79 
and 1979-80 amounted to Rs. 148.42 lakhs, Rs. 193.50 lakhs and 
Rs. 133.29 lakhs respectively. Further, the revenue foregone due 
to total exemption of excise duty on the production of rice bran 
oU during the calendar years 1977, 1978 and 1979 amounted to 
Rs. 53 lakhs, Rs 94 lakhs and Rs. 152 lakhs respectively. 

1.5. As regards the decision to give excise rebate on the u. 
of rice bran. oil for manufacturing soap and vanaspati, the Ministry 
of Commeree have, in a note-mfer CIlia stated: 

-------
-Not ve*<l in audit. 

-e'This does not include iDformation from four more collectorates of Central I xc:iR. 
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"Also, to encourage the use of Rice Bran Oil in the muu-
facture of soap-relief was given for the first time from 
17-3-72 on soap in the manufacture of which rice bran 
oil is used. The scheme of exemption provided that DO 
rebate in excise duty will be admissible in case the per-
centage of rice bran oil to the total oil-mixed used in 
the manufacture of soap does not exceed 15. It is only 
when the rice bran oil content is more than 15 per cent 
that the rebate in excise duty at the rate of Rs. 1.50 per 
M.T. raised to Rs. 7.50 per MT., with effect from 1-3-1973 
of such  soap for every additional percentage point in-
creaEe of rice bran oil would be available. 

It was observed that the use of rice bran oil in soap manu-
facture had gone up sharply so much so that the rebate 
claimed in some cases exceeded the entire duty payable 
on the soap manufactured. Effective from 1-3-1975, 
therp.fore, the scheme for rebate of excise duty on use 
of indigenous Rice Bran Oil in the manufacture of soap 
was modified so as to provide for reduction in duty on 
soap to the extent of Rs. 3.50 per M.T., (instead of 
Rs. 7.50 per M. T.) foe each percentage point increase 
on Rice Bran Oil in excess of 25, per cent (as against 
15 per cent earlier) of the total oils used in the manu-
facture of such soaps. In other words, no rebate of ex-
cise duty was admissible on the soap if tAe indirenaus 
Rice Bran Oil used in its manufacture was less than 
25 per cent." 

1.6. Audit para points out that export of deoiled rice bran 
amounting t6) Rs. 62.14 crores had been made during the years 
1970-71 and 1975--76 to 1978-79 on which cash assistance would work 
cmt to Rs. 7.91 crores out of which a sum of Rs. 5.57 crores had been 
paid till July 1979. According to the Ministry of Commerce, the actual 
expeQ.diture on cash assistance on the export of deoiled rice bran 
during 1973-79 was Rs. 3.41 crores during 1979-80 it wasRB. 2.14 
crores and duriRg 1980-81 (April-December) it was RB. 2.67 crore&. 
In addition, excise duties foregone on production of 4.'06 lakh 
tonnes of ricre bran oil during the years 1970-71 to 1 ~  amounted 
to Rs. 4.55 crores. Besides, rebate in excise duty for use of rice 
bran oil in production of vanaspati and soap amounted to RB. 2.94 
Cl'Ores during 1971-'12 to 1977-78. About the CC°st to exchequer 
on account of interest subsidy for export of deoiled ~e bran 1iJIder 
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the Export Credit Scheme, the Ministry of Commerce in a note 
have stated: 

"No separate provISIOn is made for interest subsidy for ex-
port of deoiled rice bran under the export credit deve-
lopment scheme. The head. of account covers interest 
SUbsidy paid to a whole range of items, by way of pre 
and post shipment credits. The total expenditure under 
this head covering a very large number of items in the 
last three years was as follows: 

1977-78 

1978-79 

1979-80 

RI. 9 .go crorcs 

RI. 12·99 crores 

RI. 12.50 crores 

1·7. As regards the loans given to rice mills at concessional rate 
of interest, the position has been stated by the Ministry of Com-
merce as under: 

"Department of Food has no scheme to give any loans to 
rice millers nor does it monitor information on the ex-
tent of loans secured by the various rice mills from banks 
for modernisation. The role of the Department of Food 
is limited to requesting Department of Economic Affairs 
(Banking Division) of the Ministry of Finance to instruct 
public sector banks to provide loans for modernisation. 
The rice mills are to apply directly to the commercial 
banks for loans for the scheme of modernisation. The 
public sector banks were advised by the Banking Divi-
sion of Department of Economic Affairs to examine the 
proposals and extend necessary financial assistance to 
the rice mills." 

1.8. The incentive of cash assistance was given for exort of 
deoiled rice bran. It was first sanctioned in 1970-71 from the 
Marketing Development Fund (MDF) to bridge the gap between 
cost of production and f.o.b. realisation. This concession was dis-
continued between April 1971 and March 1975 and was re-introduc-
ed from 1975-76. I I 

1.9. The Com."llittee desired to know the extent to which the 
desired objectives had been achieved by giving the various incen-
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tiyes to encourage the production and utilisation of rice bran oil 
The Secretary, Ministry of Commerce stated during evidence: 

"The cash compensatory support was intended to increase 
the exports and also the indigenous production of rice 
bran oil. The situation was like this. Exports based on 
a ri~lllt ral production were rather scanty and had not 
developed much. So, a study was made in the Ministry 
of Commerce about the manner in which various agri-
cultural commodities could be developed for purposes of 
export earr..ing. Rice bran was one of them. It was 
found that this commodity, rice bran, after the rice mil-
ling is available freely and this can be used directly as 
feed stock. Now, this contains lot of oil. So, the next 
step which can be done is that to remove the oil. The 
oil cnn be used to substitute for mutton tallow and can 
be used for vanaspati, or for soap manufacture and the 
cakE\ or the extraction can be used for  cattle feed and 
can also be exported. Now, the current position was 
that not much of the rice bran was being converted into 
oil and the bran was not going to the extracting process 
at all. So, the intention was to try and see whether we 
can also be exported. Now, the current position was 
have a market for the extractions. If you look at the 
development that has taken place subsequently, it would 
indicate that the scheme that was introduced at that 
timE' did achieve the puIlpOSe which we had in mind, 
because as you notice, the exports of rice bran extracted 
increased from 1.25 lakh tonnes in 1970-71 to 4.4:5 lakh 
tonnes in 1978-79 and in 1979-80, they went up to 5.29 
lakh tnnnes. So, in terms of the performance for which 
the cash compensatory support! was made these are 
judged with reference to the results they wollld seem 
to indicate that the introduction of such a scheme did 
achipve the objectives of the programme. There was in-
crease in the production of rice bran oil which is a subs-
tute for tallow and which is imported and which can 
be, a£ I mentioned, used for production of soap and also 
very beneficial for the edible oil industry also. The 
increase in the production of rice bran oil was 21,000 
tonnes in 1970-71, and we reached a figure of 1.13 lakh 
tonnes in 1 ~ . For domestic use also, the extraction 
that was sold for domestic consumption, e~t up from 
19,000 tonnes in 1970-71 to 1,25,000 tonnes in 1971J:8O. So, 
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the savings in foreign exchange that it would have been 
spent for the import of equivalent amount ot tallow 
from the foreign markets, was about 10.50 crores in 
1970-71 would be roughly of the order of Rs. 56.50 crores 
in 1979-80. Rs. 261.03 crores "is the total savings of foreign 
exchange because this has prevented import of mutton 
tallow which otherwise would have been used by the 
soap oil industry also, but the foreign exchange earned 
from the export of deoiled rice bran went up from Rs. 2.3 
crores to Rs. 29.8 crores in 1 ~ . So, if that is added, 
the total would come to Rs. 113.01 crores for this entire 
period. Thus, if you j'u.dge the scheme in terms of the 
results that are achieved, I would submit, that the 
figure indicated for the performance has been achieved 
by the introduction of the scheme." 

Gash Assista.nce decision tram 1970-71 to 1974-75 

1.10. According to the Audit Para the cash assistance on deoDed 
rice bran was recommended by the Board at Trade Sub-Committee 
on oil seeds, oils and oil cakes in 1969 at the rate of 15 per cent of 
f.o.b. value. 

During evidence the representative of the Ministry of Commerce 
explained tbe reasons which had then prompted the sub-committee 
of the Board nl: Trade to recommend the cash assistance as under: 

"(a) exports had been previously confined only to the United 
Kingdom and it was considered that a saturation point 
had been reached there and new outlets were needed 
for the promotion of this export (.b) with the clOS'll1'e of 
Suez Canal, freight rates had increased and that had 
neutralised whatever advantage, the devaluation of the 
Indian rupee might have had (c) it was thought that it 
would facilitate greater production of rice bran oil and 
as production of edible oil was accorded high priority in 
the Fourth Five Year Plan, this cash cOmpensatory sup-
port was considered helpful in production of greater 
quantity of oil. 

Yet another factor was that the quantum of 15 per cent was 
based on the economics of rice bran extractions produced. 
The S'Ub-committee of the Board of Trade had gone into 
it. Even at that time it was considered that as compared 
to the extractions like cotton seed extractions, cost of 
p~ in  was more in the case of rice bran extraction. It 



7 

1.11. It is ~ from Audit para that the cost'data furnislietl b, 
the e~[porter  of deoiled rice bran were examined by the DGTO 
who held (January 1970) that it was difficult for him to check the 
cost data as the price of rice bran which varied from State to State, 
VIres dependent on the quality of bran, but observed that there was 
a  ease for cash incentive as there was an element of loss in exports 
and that the cost of rice bran and processing charges assumea by 
the e~tpOrter  were quite reasonable. When enquired about the 
basis (If such a conclusion by the DGTD, the Ministry of Commerce 
have in a notq, stated: 

"ooTD recorded the following note in respect of cost data: 

'The price of rice bran varies from State to State and is 
dependent upon its quality and other factors like per-
centage of oil etc. The percentage of oil in the rice 
. bran in various States ranged from 10.5 to 16.5 per 
cent. There is no published data available on tJie 
subject and individual State authorities have to be 
contacted for compilation of correct and authentic 
statistics. 

In the Bombay region ex-factory price for rice bran (for 
a recovery of 15 per cent of oil) has been varyine from 
Rs. 340 to Rs. 480/-per tonne during various months 
of 1968-69. In the beginning of the rice season, the avail-
ability of rice bran is easy and the price is around 
Rs. 350/-per tonne. It increases gradually as the sup-
ply position becomes a little tight and during the off-
season it touches nearly 40 per cent higher than the 
price prevailing in the market in the beginning of the 
rice season. 

Because of the factors as above, it is difficult for the DGTD 
to check the cost data and other data furnished by the 
exporters of deoiled rice bran. Cost of rice bran has 
been assumed by the rice bran extractions units to be 
Rs. 350/-per tonne (in the statement submitted by 
them to the Ministry)'. 

Based on the above assessed cost of production and the ac-
tual sales realisation, it appears that there was an 
element of loss in export of riCe bran extractions and 
there was thus a caSe for cash incentives." 
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1.12. Explaining the position in this regard the representative 
of the DGTD stated during evidence: 

"During that period, the price of rice bran was of the order 
of R.'1. 340-350 per tonne. So, we thought that during the 
off-season, the price may vary to the extent of Rs. 3D/-
to B.s. 40F We indicated the latter position. The Asso-
ciation had indicated Rs. 350/- as the price of rice bran 
material. The process cost in 197()·.''71 was estimated to 
be Rs. 80/- per tonne. The Cost Accounts Branch of the 
Ministry which had undertaken a review in 1975-76 had 
COlD.£" to the conclusion that the processing cost would 
be of the order of B.s. 197/- per tonne of processed mate-
rial We conceded that even in 1970-71, that process cost 
would not have been unreasonable. We thought that 
there would be a difference of 40 per cent between 
price-s in season and off-season." 

1.13 .. In May 1970, the Ministry of Finance agreed to the proposal 
of cash assistance at the rate of 15 per cent of f.o.b. value for exports 
above 70,000 tonnes. One of the conditions of cash assistance was 
that e:rports were to be canalised through Solvent Extractors Asso-
ciation of India (SEAl). At the instance of the Committee, the 
Ministry of Commeree have furnished the following note indicating 
the basis on which the Ministry of Finance had agreed to grant the 
cash a'lsistance: 

., (a) to encourage more rice bran extractions to be produced 
so that in the process the country's requirement of on 
may also be met to a certain extent. . 

(b)" it was felt that UK which was the principal buyer of our 
rice bran could not take more than 70,000 tonnes of rice 
bran and if additional quantity was to be exported new 
markets had to be established for that purpose which 
WO'llld necessitate selling of rice bran extractions at a 
lower price in order to get a foothold in the new markets. 

(c) cash assistance at the rate of 15 per cent amounted to 
Rs. 10.5 lakhs if target of 90.000 tonnes was achieved and 
this amount was not considered to be a high price to pay 
for additional foreign exchange earnings of the order 
of Rs. 70lakhs. The additional oil which would become 
available in the country on account of higher production 
of rice bran extraction would be another asset that would 
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result in further saving in foreign exchange as a correa-
pondingly smaller quantity of oil would have to be im-
ported from abroad.» 

1.14. It is seen from above that one of the reasons for agreeing 
to the proposal for grant of cash assistance was to get a foothold in 
the new markets. The Committee enquired whether the Govern-
ment had succeeded in exporting deoiled rice bran to countries 
other than U.K. or non-traditional markets. In reply, the Secretary. 
Ministry of Commerce stated during evidence: 

"The countries to which deoiled rice bran was exported were 
lU[e thds: ! 

----
Singapore 86,300 tonnes 

Czecboe1ovakia 20,200 tonnes 

Holland 156,200 tonnes 

U.K .. 58,500 tonnes 

West Germany 25,500 tonnes 

Malaysia 20,100 tonnes 

France 1,500 tonnes 

Kuwait 200 tonnes 

Taiwan 36,600 tonnez 

Ireland 3,200 tonnes 

Yugoslavia 36,200 tonnea 

Belgium I ,500 tonnes" 

1.15. When asked about the figures of world trade in deoiled rice 
bran, the Minhltry of Commerce in a note have stated: 

"The world trade in deoiled rice bran is extremely limited. 
, The price of this item is not quoted in publications in 

which the prices of other oil cakes and feed. ingredients 
are published According to the information available 
the other country which has been exporting deoiled rice 
bran in the recent past is Thailand. Rice bran extraction 
replaces foodgrains in compound animal feed and the 
price which it can fetch in the international market de-
pends on the availability and prices of feed grains." 
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1.16. Since tile grant of cash assistance was agreed at the rate 01 
15 per cent of f.o.b. value for exports above 70,000 tonnes, the Com-
mittee desired to know the basis on which this cut off point of 70,000 
tonnes was fixed. To this the representative of the Ministry of 
Commerce stated during evidence: 

"At the t:me of taking this decision in May, 1970 it was 
brought to the notice of the Ministry of Finance thtt the 
e¥ports were of the order of 70,000 tonnes. Therefore, a 
decision was taken that a minimum of 70,000 tonnes in 
any case had moved even in 1969-70 and so, to develop the 
rice bran industry anything above that figure could be 
allowed cash compensation." 

He added: 

"There were several considerations for taking this decision. 
The decision was taken on considerafions like the need 
to sell the rice bran extraction even at low price to get 
a foothold in the new markets. The Government had 
twin objectives-large availability of oil as well as in-
crease of exports. The export could not take place unless 
the production also increased." 

1.17. According to Audit para formal sanction for the exports 
from 1 April 1970 to 31 March 1971 was issued in December 1971, 
i.e. 9 months after the close of the financial year with retrospective 
effect as an assurance had been given to the trade in June, 1970; 
and on the exports for 1970-71, Rs. 14.47 lakhs of cash assistance 
were paid in March-June 1973. The Committee desired to know 
as to who gave such assurance to the trade in June, 1970. In a note 
furnished to the Committee, the Ministry of Commerce have stated: 

"The decision to grant caosh assistance for exports from 1-4-70 
was taken mainly with a view to encouraging extraction 
of oil from rice bran and the exports of rice bran extrac-
tion. A copy of the note recorded in the Ministry of Fin-
ance in which decision to grant cash assistance was taken 
its attached as Appendix II. It will be seen therefrom tAat 
it was specifically mentioned therein that cash assistance 
should be announced very quickly SO that substantial re-
sults by way of conversion Of rice bran into oil and rice 
bran extractions and additional exports could be ensured 
during the year 1970-71. This decision was conveyed to 
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the Solvent Extractors' Association in June, 1970. Formal 
c;anction could not be issued immediately in June, 1970. 
Since cash assistance was related to the targeted exports, 
it was necessary to have an organisation through which 
cash assistance could be paid. Formalities with regard 
to organisation an Association of the rice bran exporters 
was a time consuming factor. In fact the Solvent Ex-
tractors' Association of India was formally incorporated 
unde!' the Companies Act on 19-7-1971. Therefore. a 
formal sanction could be i'3Sued in December, 1971." 

1.18. According to Audit Para the Ministry of Commerce in 
August 1971 made out a case for extension of cash assistance for the 
year 1971-72. The Ministry have stated that they based their re-
commendation for grant of cash assistance for the year 1971-72 on 
the follOWing considerations: 

(a) to encourage the availability of rice bran oil and to re-
duce the import of vegetable oils to that extent by giving 
incentive to the industry for increasing extraction for ex-
port purposes. 

(b) to increase the exports of deoiled rice bran to earn foreign 
exchange therefrom. 

(c) to utilise more and more of Tice bran for making extrac-
tions. 

(d) to utilise the capacity of the solvent extraction industry. 

(e) cash assistance paid in 1970-71 had paid rich 
and the reasons for which these were given in 
were valid in 1971-72. 

dividends 
1970-71 

1.19. Audit para further points out that after analysing the cost 
data earlier examined by the' DGTD. the Ministry of Finance ob-
served (March 1972) that there was no justification for grant of 
cast,. assistance for the yeaT 1971-72 as there was no loss in the ex-
ports. Further on analysis of the cost data furnished by the SEAl 
in June, 1972. the Ministry of Finance observed (July 1972) 
that they could not verify it as it appeared to be based 
on some "hypothetical" figures; in the cost data furnished (AUIolUst 
1973) by the SEAl, the Ministry of Finance found no loss. 
Since the SEAl could not produce reliable cost data to prove loss in 
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exports of deoiled rice bran, no cash assistance was granted. for ex-
ports during 1971-72 to 1974-75. The position has been explamed by 

the Ministry of omme~e thus: 

"Cash Assistance for export of deoiled rice bran was dis-
continued between April 1971 and March 1975 as the 
Ministry of Finance were of the view that cash assistance 
should be given o~l  if there was loss in undertaking ex-
ports. They desired to have cost data and justification 
on the basis of the costing of the product alone. They 
also did not agree with the viewpoint that increase in ex-
ports in 1971-72 was on account of any assurance given to 
the industry that they would continue to get cash assist-
ance. There was protracted deliberation between the 
Ministry of Commerce and the Ministry of Finance on the 
desirability of giving cash compensatory support on ex-
port of Deoiled Rice Bran as an encouragement to the 
industry for produCing more and more of rice bran oil. 
TItus no gash assistance could be given during the period 
from April 1971 to March, 1975." 

Reintroduction of cash assistance in 1975 

1.20 It is seen from Audit para that the Ministry of Commerce, 
in their proposal, maintained (February 1975) that exports of de-
oiled rice bran were falling after 197.0-71 due to withdrawal of cash 
assistance. They held that deoiled rice bran required sales promo-
tion and export acceptance by the buyers and recommended cash 
assistance of Rs. 60 per tonne of exports above 80,000 tonnes and 
10 per cent of f.o.b. value as market development assistance. 

1.21 According to Audit para the export of deoiled rice bran in 
1970-71 were 1.20 lakh tonnes and there rose to 1.69 lakh 
tonnes in 1971-72 and then during 1972-73, 1 ~  and 1974-75 
these were 1.23; 1.24 and 1.19 lakh tonnes respectively. The 
exports after 1970-71 were either more or about the same as in 
197<0-71. When asked to indicate the basis on which the Ministry 
of Commerce while recommending cash assistance on deoiled rice 
bran in February, 1975 maintained that the exports of deoiled rice 
bran were falling after 1970-71 due to withdrawal of cash assistance. 
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the Ministry of Commerce in a note furnished to the Committee have 
stated: 

"Export figures in respect of deoiled rice bran as given by 
SEAl are given below:-

(In Iakh tonncs 

Year Production Exports 

1971-72 1.82 I .47 

1972-73 1'36 1.18 

1973-74 1.46 1.06 

1974-75 ' ·37 1.02 

It will be seen from the above table that there has been a 
decline in exports as compared to the export figures of 
1971-72. There was a ll~t availability of raw.lJl8terial 
and in fact it was the intention to obtain more and more 
of rice bran oil which was going waste in the form of 
rice bran. It was felt that there could have bettn growth 
in exports from 1970-71 onwards. But the decline in 
exports with reference to the figures of 1971-72 indicated 
that withdrawal of cash assistance had an adverse. effect. 
Even on the basis of DGCIS figures cited by audit it 
should be observed that the exports declined subllequent 
to 1971-72. The recommendation in February, 1 ~ was 
based on the figures of SEAL" 

1.22. According to audit para the f.o.b. unit value in case of ex-
port of deoiled rice bran during 1970-71 to 1974-75 wu as under: 

._-----
r.o.b. unit value 

Year (RI. per tonne) 

1970-71 176 

1971-72 177 

1972-73 218 

1973-74 392 

1974-75 374 -------
1.23. While referring to the increased realilation of f.o.b. unit 

value per ton in the years 1973-74 and 19'74-75, the Committee 
desired to know the basis on which the Ministry of Commerce 
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took up the case for grant of cash assistance for the year 197s..76. 
In a note furnished to the Committee the Ministry of Commerce 
have stated: 

"The case for grant of cash assistance was taken up after 
making a study of the production of rice bran oil and 
after holding discussion with the interests concerned. Rice 
bran through the solvent extraction process can yield 14 
per cent of the rice bran oil which is used in soap manu-
facture and in the manufacture of fatty acids. A sharp 
fall in the supply against demand of vegetable oil was 
witnessed in the few years preceding 1975-76 which was 
apparent from the sharp increase in the prices of ground-
nut oil as indicated below: 

Year 

1972-73 

1973-74 

1974-75 

----- ------- ----
Average Groundnut 

~ Oil Price Bombay 
Rs. per ton 

4210 

4100 

6600 

9000 

7490 

There has been close relationship between the total deficit 
between supply and demand of vegetable oil and in the 
increase in the groundnut oil price which is the premier 
oil. Edible oils, oilcakes, oilseeds and oil based products 
constitute 13 per cent of the general price index and keep-
ing oil prices down was considered iIIl;lortant from the 
point of view of inflation. Mutton tallow for which rice 
bran oil is a good substitute cost US $ 550--600 per tonne. 
It was felt that one tonne of rice bran oil could save US 
$ 600 foreign exchange and relieve the pressure on 
groundnut oil prices. 

Rice bran oil was the only source of vegetable oil which had 
considerable prospect of growth. It was estimated that if 
50 per cent of rice bran was "rocessed, production of rice 
bran oil could be 1.82 lakh tonnes which could be a sub-
stitute for Mutton Tallow worth US $ 9.70 crores. 
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lIFT's "Report on Oilcakes" had recognised that processing 
cost of rice bran in the solvent extraction process were 
higher than processing groundnut extraction. The advan-
tages in giving market development subsidy were assessed 
in terms of increase in animalfeed exports & increase in 
rice bran oil production. 

Production cost data for t ~ period January-June, 1974 were 
provided by the SEAl. This revealed that the poorereco-
nomics of rice bran processing was due to higher cost of 
processing, greater problem in exporting de-oiled rice bran 
as o~are  to grouncmut extractions. 

A "Paper" was prepared on the production of rice bran oil 
and exports. It was considered at the meeting of the 
Policy Advisory Committee unde!' the Chairmanship of 
Commerce Secretary which was attended by Secretary, 
Export Ptoduction, Additional Secretary, Ministry of 
Finance, Director General, 11FT. representatives of Mi-
nistry of Agriculture. It was felt that there was need to 
.popularise the use of rice bran oil. Consequently a meet-
ing was held with the representatives of the soap manu-
facturers which was also attended by Additional Secretary 
(Agriculture) and Financial Adviser. After holding dis-
cussions with the soap manufacturers a comprehensive 
paper on export of deoiled rice bran was submitted to 
the MDF Main Committee. The Committee decided on 
10th March, 1975 to grant cash assistance at the rate of 
15 per cent of the f.o.b. value on eXQorts above the level 
of one lakh tonnes during 1975-76." 

1.24. In this connection, the Secretary, Ministry of Commerce 
stated during evidence. 

"You will notice that when there was no cash assistance the 
exports fell down from 1.69 to 1.23 and 1. 24 and ,: in 
1974-75 they were as low as 1.19 lakh tonnes. That was a 
stage when study had been made about rice bran oil 
industry and it was suggested that we could utilise this 
segment by giving support to increase production of rice 
bran oil and also of the extractions that bad to be ex-
ported. The view of the Ministry was that the with-
drawal of cash compensatory suwort in the intervening 
years was one of the major reasons why export bran 
figures went down and production of it had not beeri. main-
tained even at the earlier level. It had gone down stea-
any." 
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1.25. On being asked whether it would be correct to say that 
rice production itself had gone down and consequently rice bran 
had a fall in export rather than availability or otherwise of cash 
assistance, the representative of DGTD stated: 

"I would only like to submit that even as of now the total rice 
bran that is being extracted is not more than 50 per cent. 
Utilisation of the solvent extraction ranges between 40 to 
50 per cent." 

The witness added: 

"It has to be looked at in the total overall context of what we 
have done by giving support to the export of deoile4 rice 
bran whether we have achieved national objective of 
having to increase overall production of rice bran oil and 
whether it has gone in the edible use or for industrial use. 
If this was not available, we would have used edible oil. 

'" '" '" • '" 
Even in 1979-80, if you look at the estimated production of 

rice bran, the availability was 700,000 tonnes and the rice 
bran oil produced was 115,000 tonnes; this would have left 
the total quantum of deoiled rice bran at 5,85,000 tonnes. 
In 1970-71, the local consumption was 20,000 tonnes and in 
1979-80, it was 1.25,000 tonnes. 

'" '" '" '" '" 
If we had not encouraged solvent extraction, we would have 

sent the un-deoiled rice bran as such with the result that 
14 per cent of the oil would have been wasted." 

1.~. Audit Qara points out that out of 103 rice bran processors, 
major share of exports (68 to 83 per cent) and cash assistance (69 
to 82 per cent) went to 15 leading processors and 19-21 merchant 
exporters only during 1976-77 to 1978-79. Referring to the view 
expressed above that Government wanted encouragement to be 
gtven to the extraction plants, the Committee desired to know the 
justification for giving cash assistance on exports of deailed rice 
bran to those ",'ho were not processors, In reply the Secretary, 
Ministry of Commerce stated: 

·'Our incentive is given to the parties who export this. It is 
all on record that the assistance went to fifteen leading 
processors who were both doing processing and exporting 
It. "nlere were 19 or 20 merchant exporters. They are 
buying it from the processors and are exporting it." 
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1.27. In a note subsequently furnished to t ~ Committee in tbiI 
regard, the Ministry of Commerce have clarified: 

"As all the units Qroducing deoiled rice bran may not have 
the requisite intra-structure and skill for undertaking ex-
ports, merchant exporters have been buying deoiled rice 
bran from the processors and arranging exports. While 
the merchant exporters will no doubt be retaining their 
margin in the context of the availability of cash compen-
satory support for the item when eJlQOrted, the maJlufae-
turers will be getting a better price for their produce. 
To that extent, part of the benefit arising out of the cuh 
assistance will go to the producers thereby inducing lar-
ger processing of rice bran and export of deoileCI rice 
bran. It may also be QOinted out that the scheme of cash 
compensatory support for exports, does not ordinarily 
deny such support to a merchant exporter on the ground 
that he does not undertake the manufacture of the pro-
duct eXl?Orted." 

1.28. In March 1975, the Main Marketing Development Fund 
(MMDF) Committee decided to grant cash assistance at 15 per cent 
of the f.o.b. vdue of exports in eJreess of the first one lakh tonnes. 
When asked whether MMDF Committee was competent under any 
rules, regulations or standing orders to grant cash assistance in 
March, 1975 the Ministry of Commerce have stated that the COIp-
mittee was constituted to administer the Marketing Development 
Fund which was to be utilised inter alia for export assistance for 
exportable commodities including transport assistance vide notifica-
tion dated 5-7-1963. The composition of MMDF Committee is as 
follows: 

(i) Secretary to the Government of India, Ministry of 
Finance, Department of Economic Affairs .... Chairman-. 

(0) Secretary to the Govt. of India, Ministry of Finance, 
Deportment of Expenditure. . . .. . . .• . . . . . . Member. 

(iii) Secfttary to the Govt. of India, Ministry of Commerce-
, (from January, 1970 the Chairman is Commerce Secre-
tary.) 

1.29. When uked to state whether this decision of J4MD1' Com-
mittee to grant cash auistance had the approval of the Ministry of 
FiDaDc:e, the Ministry of Commerce have stated:-

'''nie decision had the approval of the MinUtry of Finance as 
the Marketing Development Assistance Committee in-
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cludes two representatives from that Ministry. Once a 
decision is taken by the MDA Committee, the concurrence . 
of the Ministry of Finance is not obtained separately." 

1.30. The Committee drew the attention of the witnesses during 
evidence to the fact that the Ministry of Finance had reiterated in 
.fo'ebruary 1975 that it was not advisable to re-introduce cash assis-
tance on ad hoc baSis without a proper detailed cost study by the 
cost Accounts Branch and enquired as to why the Ministry of 
C!)mmerce could not wait till a proper detailed cost study was com-
pleted. The representative of the Ministry of Commerce deposed: 

"A very detailed paper had been prepared in the Ministry of 
Commerce in December 1974, and this was sUBjected to a 
thorough examination in the Policy Advisory Committee 
in January 1975. It was noticed that after 1971-72, ex-
pork had fallen by about 50,000 tones, and the case for 
cash assistance to be introduced in 1975-76 was based on 
several factors-not only the fall in exports but also other 
factors. They ate; deoiled rice bran, unlike ground nut is 
not a usual ingredient of compound feed produced by 
foreign manufacturers. The Commodity requires sales 
promotion and product acceptance by buyers, thereby 
justifying some cash assistance support. 

Deoiled rice bran is a value bulk product, its freight rates by 
liner vessels being as high as 200 per cent of f.o.b. value 
and by chartered vessels at about 130 per cent of f.o.b. 
This needed additional compensation. Very high rates 
stood in the wJY of developing new markets. 

Rice bran oil is the only source of vegetable oil which has 
considerable prospect of growt.h. Since domestic de-
mand . for -extractions was not very high, if rice bran oil 
is to be produced, the extractions will have to find a 
market in exports. 

The production of rice bran oil was going down since 1971-72, 
whereas its use in the soap industry had been going up 
in the same ~erio . This was a paradoxical situation. The 
more the need for oil by the soap industry, if domestic 
substitutes of rice bran oil were not available, we would 
have had to import mutton tallow which would involve 
outgo of foreign exchange. Ministry of Finance had to 
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keep this in mind. Even though they felt that the costing 
factor would have to be gone into, they also at the same 
time pointed out that in view of the urgency, there was 
no harm in giving the cash compensatory support for a 
limited period. The matter was placed before MDA 
Main Committee, which took this decision. In the 
Committee, 2 Additional Secretaries from the Ministry of 
Finance were also present, apart from the Commerce 

Secretary. " 

1.31. To a question as to why they did not wait for cost study, 
the Secretary, Ministry of Commerce explained the position thus: 

"It was not one of the decision-maker at that time. But it 
appears that cash assistance was reintroduced in 1975-76 
taking into account: (i) the study that has been made 
about potential of exports by giving incentives like cash 
assistance for eX(Jort of deoiled rice bran, (ii) there was a 
drop in exports, which was visible from the data of the 
previous year: (iii) there was need for increasing the total 
export earnings from agricultural commodities as a whole. 
In this context it appears that decision was taken tointro-
ducce cash cOIIl;Jensatory support and the concept of cost 
study was also included in the decision at that time. But 
later on apparently the decision was different, perhaps 
there was a fear in their mind that if this is withdrawn, 
exports will not take place and the purpose of introduc-
tion of the scheme would perhaps not be realised This I 
assume, must have been predominant in their mind at 
that time. From 12th April, 1976, new guidelines had 
been introduced about this not being quantified on the 
basis of cost study but on the basis of judgement of the 
facts. This is just prior to that period. This is what I 
assume would be the explanation for this." 

1.32. Audit para points out that MMDF Committee while grant-
ing cash assistance in March 1975 had directed that detailed cost 
studX be o~lete  in any case before September 1975, on the basis 
of which the rate of cash assistance, could be reviewed or revised 
for prospective application. When enquired as to whom the MDF 
Committee had directed to undertake the detailed cost study, the 
Ministry of Commerce have in a note, stated·: 

"Action on the irection of the Main Market Development 
Committee was to be taken by the Ministry of Com-
merce. However, the detailed study was to be undertakeD 
by the Cost Study Unit of the Ministt"y of Finance." 



It was proposed in March, 76 and also in July, 76 that in the 
light of the new criteria, the cost study might be dropped 
and the sanction already issued in respect of the year 
1975-76 might be treated as final. However, the Ministry 
of Finance did not agree to this. As there was no condi-
tion with regard to the cost study in the sanctions for 
1 ~' , the Ministry of Finance were requested to re-
consider their decision. The Ministry of Finance did not 
agree to waive the cost study. Thus there was a time 
lag in getting the cost study completed." 

1.37. Initially the cost study was to be made taking into considera-
tion five units, but later on cost study was made on the basis of 
three units, namely 1. MIs. Foods, Fats and Fertilizers Ltd., Tade-
pattigudam. 2, Mis. East-Coast Oil Corporation, Bhimavaram (AP), 
and 3. Mis. Godrej Soaps Ltd., Bombay. When enquired about this 
discrepancy the representative of ,he Ministry of Commerce stated 
during evidence: 

"The 'Solvent Extractors' Association initially gave the names 
of three units. Subsequently followed up with two 
name, because cost study was to be made of three out of 
five units." 

1.38. In reply to a query as to why the study initially earmarked 
for five units should be reduced to th'fee, the witness stated: 

"Because the Cost Accounts Branch selected three out of 
five. In any case, they were going to base their study 
on a sample of three out of five units." 

The witness added: 

"I shall try to explain it like this, Five units were selected 
because the Cost A ~o nt  Branch of the Ministry want-
ed the names. Out of these, the Cost Account Officer 
selected three for detailed cost study. Why he chose 
three units, I, am not in a position to say." 

1.39. It is seen from the Audit para that the SEAl furnished 
the eost date only in January 1977 although it was asked to do so 
III April 1975. A ~or in  to the Cost Study reports in '1"espect of 
firms 'A', 'B' and 'C' (April-May 77), return on capital of A and B 
expressed as percentage of capital during 1973-74, 1974-75 and 
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197:;"76 and average f·o.b. cost and average f.o.b. realisation for 
1975-76 (in case of 'C' 1976) were as under: 

'A' 

'B' 

Average Average Percrntare 
Percentages of return on Capital f.o.b. cost f.o.b. reali- of profit 

per tonne satian per on f.o.b. 
1973-74 1974-75 tonne cost 

Rs. Rs. 

(Profit before interest charges, tax and bonus) 

16.6 

18'5 

" ·7 

9·5 

'C' 340 .93 50 . 1 

(Source: Reports of Cost Accounts Branch). 

1.40. The Cost Accounts Branch observed (February 1978) that 
the 3 units whose cost of produ::tion was studied, were represen-
tatives of the industry as their exports during 1975-76 were about 
30 per cent of the total exports and that there existed no case for 
any cash assistance on the exports during 1975-·76. 

1.41. Before the cost study reports were received. the Joint 
Chief Controller of Imports and Exports, Bombay disbursed cash 
assistance amounting to Rs. 52 lakhs in December 1976 and Rs. 4.22 
lakhs in March, 1977. Rs. 1.56 lakhs were paid in May 1979 and 
Rs. 0.57 lakh in June 1980. 

1.42. Audit para points out that the Ministry of Finance had 
asked the Ministry of Commerce in November, 1976 to withhold 
the payment of cash assistance till the cost study was completed 
but no orders to this effect were issued by the Minist'l"V of Com-
merce Explaining the reasons for not issuing orders for withhold-
ing the payment, the Ministry of Commerce in a note have stated: 

, "In a meeting in the Commerce Se::retary's room on 26-10-
1976 it was decided that the cost study for 1975-76 should 
be completed as early as possible and tl)e report should 
be considered both by the Commodity nivision and the 
Ministry of Finance. In caSe the cost study revealed 
that recovery should be made from the exporters and if 
the Commodity Division felt that recovery should not 
be made, the matter would be put up to the MDF with 
the comments of the Commodity Division and Finance 
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Ministry It will thus be noted that in the meeting 
taken by Commerce Secretary on 26-10-76 there was ~o 
decision regarding withholding of payment of CA till 
completion of the cost study. 

The Financial Adviser in his note dated 2nd Novtmber, 1976 
did not specifically advice the Ministry to withhold the 
payment till the study was completed. He only men-
tioned that it would be difficult to make recoveries in 
case the cost study revealed that CA was not justified. 
AE. the matter had been discussed with the Commerce 
Secretary in the presence of Financial Adviser only a 
few days earlier, no further action was taken in per· 
suance of FA's suggestion contain in his note dated 

2--11-1976. 

It may also be mentioned that even if the payments had not 
been released then, the amounts would have had to be 
ultimately paid in the light of the advi,:,e given by the 
Ministry of Law in April, 1978." 

1.43. AE. 'regards the payment of cash assistanc;e for exports of 
d.eoiled rice bran during 1975-76, the Financial ,Adviser of the 
Ministry of Commerce had recorded the following note on 

26-10-1976: 

"I, hope pending cost study if there is any undisbursed cash 
assistance for the period I-H}-75 to 31-3-76, the same will 
not be released at this juncture." 

Again on 2-11-1976, he had re~or e : 

"At the same time if cash assistance for the whole year is 
now paid, it will be very difficult to make recoveries in 
caSe cost study reveals that Cash Assistance is not justi-
fied. On the contt"ary, if payments are kept pending and 
cost study is completed quickly, amounts can be Teleased, 
provided cost study justifies the cash assistance." 

1.44. During evidence the Committee drew the attention of the 
witnesses to the above notes recorded by the Financial Adviser and 
desired to know as to who took the decision to pay to SEAl the 
casb assistance after these notings. To this, the representative of 
the Ministty of Commerce stated: 

"Both these notings were based on a discussion which was 
held in the Commerce Secretary's room on the 26th of 
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October, 1976. One noting emanated from my then 
Director of Finance. Another note was from the Joint 
Secretary concerned, who was also present in the meet-
ing. Although both of them more or less reproduced 
what happened in the Commerce Secretary's room, the 
Joint Secretary in the Department concerned, when 
he saw the Director of Finance's note, wanted the scheme 
of cost study to be cleared early. When Finance pointed 
out to him the problem, he wanted a special effort be 
made to complete the scheme of cost study. But it was 
agreed that if the compensatory support has not been 
paid so far, pl'obably it would be wise not to make the 
payment because once the payments were made, recove-
ries would be more difficult in the event of the cost study 
revealing that it is not justified. But basically the de-
cision of the Commerce Secretary, prior to my noting of 
2-11-1976 was that (a) the Cost Accounts Study should 
be proceeded with most expeditiously and completed as 
early as possible; and (b) in case the cost study report 
shows that there was no justification for the cash com-
pensation and if recovery is not possible for 'lome Teason 
or the other, the whole matter should be brought before 
the MDA Main Committee. App~entl , the Ministry 
should have taken this to that Committee then itself, but 
ultimately in any case it was brought up befO're the MDA 
Main Committee for a decision which I think, was some 
time in March-April, 1978, after the Cost Accounts Report 
was received. The main MDA Committee examined it, 
came to the conclusion that we should have a second 
opinion from the Law Ministry and go on the basis of the 
advice given by the Law Ministry. The Ministry went 
to the Law Ministry for a second time. Then the Law 
Ministry said that in th\.'se cases there was no question 
of recovery of cash compensatory support and there-
fore whatever was paid was to be treated as final." 

1.45· In reply to a question as to who is responsible for not with-
holding the payment, the witnes stated: 

"I would like to submit that on 2-11-1976, I had made the 
suggestion that it would be more advisable to withhold 
the payment. The information then was that upto 
November, 1976 the Joint Chief Controller, Bombay had 
not made the payment. This was the suggestion made 
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on 2-11-1976 against that background which is to be 
based on the result of the cost study." 

He added: 

"As Financial A ~ er of the Ministry, I had suggested that 
the payment should be withheld because if later 011, if 
the cost study justifies the payment, it can always be 
made. This was the suggestion of 2-11-1976." 

1.46. When the Committee desi'fed to know the views of Finance 

Ministry in this regard, the witness stated: 

"Finance Ministry does not withhold. I representing the 
Finance Ministry was suggesting the withholding of this 

payment." 

1.47. In reply to a query as to who withheld this, the witness 

Itated: 

"The file does not indicate that. Based on this, the next 
noting was done by the Joint Secretary." 

In tb.is onne~tion, the witness fU'fther stated: 

"The next noting On the file is dated 12-11-76. in which the 
Joint Secretary had said: 

'I called the Chairman. Solvent Extractors Association, 
and have dearly told him that cash assistance for 1975-
76 would not be made available at all until they fully 
cooperate and have the cost study for 1975-76 comple-
ted. FA may kindly ask his staff to get in touch with 
him for furtheT action.' 

Subsequently, the Finance Divisictt had asked the Cost Ac-
counts Branch of the Ministry of Finance to get in touch 
with these people to get tb.e cost study done. The money 
got paid, e~a e the Joint Chief Controller had received 
the sanction earlier. Since there was no letter forom the 
administrative side asking for withholding of payment, 
they applied the normal checks and made the payment in 
Deeember. i.e. on 22-12-76," 

He further added: 

"After Mr. Pande's noting, it goes on, on a different line I, am 
unable to say anvthing from the file as to why adminis-
trative side could not send instructions. I ('an only 
make !!lOme guesses." 
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1.48. When enquired about the level at which the letters are sent 
~ re ar in  payment to be made to JCCIE, Bombay the witness 
:-stated: 

"In this case, it will go from the Agriculture Division of the 
Ministry of Commerce." 

.1.49. Furth€r elaborating the witness stated: 

"As Financial Adviser, I would say that a suggestion was 
made, and it had to be examined. by the administrative 
side of the Commerce Ministry, in this case by the Joint 
Secretary dealing with Agricultural Commodities, ~i . 

Mr. Pande. He examined it and noted on 12th Novem-
ber, stating that he had called the Chairman of the 
Solvent Extractors Association and had given him ins-
tructions, and that FA's staff had to contact him. FA's 
staff took further action, to take it up with the Cost 
Accounts Bran:h for completing the studies quickly. In 
fact, he told the Agri::ulture Division of the Commerce 
Ministry "Agriculture Section may kindly see and com-
plete the particulars, so that we can request Cost Ac-
counts Branch to take up the matter with them." 

1.50. Tn this connection the Secretary, Mioistry of Commerce, 
~ tate : 

"The Financial Adviser gave his advice in a note if one is to 
go by what is on record, then the note of Mr. Pande does 
not indicate that he had authorised the issue of instruc-
tions stopping payment. It is silent on that point One 
presumption can be that he did not agree with the re-
commendations of the FA about stopping payments." 

1.51. The Committee desired to know the consideration on which 
·the pro-visional saIlf.!tion for 1975-76 was converted into the final 
'sanction without completing the {'ost study. The Ministry of Com-
'merce have, in· a note, stated: 

"The sa.:.'lCticn b: 1975-76 provided that any change in the 
rate of cash assistance asa result of the cost study would 
be ma~e applicable in !'espect of exports made on or 
after the date of issue of relevant orders. Thus the sanc-
tion had a seal of finality in so far as exports made till 
the issue of fresh orders wer'e concerned. No orders 

~ LS--:3. 
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were issued till ::Slst March, 1976 for revising the rate oL 
cash assistance. The Ministry -of Law opined that no-
recovery could be made in respHct of cash assistance-
already paid to the exporters. This opinion of the Minis-
try of Law was considered at the meeting of the MDF' 
Committee held on 23rd May, 1978. It was decided that 
the advise of the Minist'l'y of Law should be obtained. 
again and further action taken on its basis and that the· 
case need not be brought up again before the Main Com-
mittee. The Ministry of Law who were consulted again 
did not change their opinion. There was, therefore, no 
alternative but to treat the sanction as final. The Minis-
try of Finance, however, suggested that Government: 
should take into account the position brought out in the 
cost study and try to lower the rates of cash assistance' 
suitably for the next financial yeaI:. It was pointed out 
by Commerce Minist:ry that since the units which got 
the cash assistance for the year 1975-76 would not neces-
sarily be the units eligible for cash assistance in the next 
year also, it would not be appropriate to lower the rates' 
of cash assistance which would otherwise be justifiable. 
As '!'ate of cash assistance for 1978-79 had already been-
sanctioned, it was finally agreed by Finance that nC)· 
change need be made in the rates of cash assistance fOf 
that year." 

1.52. During evidence the representative of the Ministry of Law--
informed the Committee in this connection: 

"The opinion of the Law Ministry was in relation to the-
question whether cash assstan<:e granted in pursuance of-
letter dated 19-4-75 could be withdrawn. There is a-
crucial paragraph in this letter which says: 

"Cash Assistance sanctioned in paT,fl 1 is subject to review on'-
basis of detaned cost study to be completed before 30th· 
September, 1975 Govenunent, therefore reserve the. 
rlghtto reduee or withdraw cash a~ e even before-. 
31-3-76. However, such change in rate of cash assistance-
will not be given retrospective effect and will be made-
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appl1cable in respect of exports made on or after the 
date of issue of relevant orders." 

After this letter was issued, it appears in December, 1976 

some amount was paid." 

1.53. To a question whether there was any reference to the re-
covery in that letter, the witness stated: 

"Not at all. We said, Government has acquiesced in this and 
you cannot J.lecover. We also referred to the principle of 
promissory e!'toppel." 

1.54. Clarifying the position in this regard the representative of 
Ministry of Commerce stated: 

"There were two questions; (a) whether it was legally pos-
sible to deny cash assistance; (b) if it is legally possible 
to deny cash assistance, whether such denial should be 
for the whole year Or part of the year. The reference 
made to the Law Ministry clearly said that if the answer 
to (a) and (b) above is in the affirmative, whether the 
amDunt of cash assistance can be adjusted against pend-
ing claim or subsequent claims. So, adjustment against 
a subsequent claim could mean recovery." 

1.55. On being enquired whether by the process of a tment~ 

t~ amount would be considered as having been recovered the re-
presentative of the Ministry of Law stated: 

"In the concluding para of our opinion, we have said, it is 
not possible." 

1.56. When asked about the promise of the Government with 
reference to the cO!¢ study, the representative of the Law Ministry 
stated: 

"It is stated in our opinion that the Association pointedly 
brought it to the notice of  the Government that exports 
had increase(1 by above 25 per cent mainly due to the 
announcement of cash assistance of 15 per cent under 
the letter in question. In other words, that letter shows 
that the Association had acted upon the scheme of cash 
assistance and has increased the exports in expectation 
of the promise of a ~. This would create a 
promissory estoppel against the' GOvernment." 

: ...... ..,.. 
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1.57. In reply to a query as to whether it was a condiijon prece-
dent to be entitled to the caslJ, assistance that the recipients of 
the assistance would subject themselVes for scrutiny of their 
accounts, the witness stated: 

"The point was not considered in detail regarding that 
aspect." 

The witness further stated in this connection: 

"Regarding the time-limit for this cost study report, that is, 
30th September, 1975, we have stated here even though 
30th September 1975 expired no communication was sent 
to the Association to the effect that since it was not co-
oper.gting in giving information on the basis of which 
cost study would be made, cash assistance contemplated 
under the letter was not to be given. That is one cir-
cumstance. Another is regarding this promissory estop-
pel and thiordly even after expiry of 30 September, 1975, 
the Department has been corresponding with the 
Association." 

1.58. When asked whether the promissory estoppel could be 
'Stopped them, the witness replied: 

"In October, 1975, the Government sent a letter purporting 
to substitute one Clause of the letter by a new Clause. 
All this indicated that Government has acquiesed." 

Sanction of cash assistance fM 1976-77 

1.59. In January 1976 new guideline for sanctioning of cash 
assistance were issued which necessitated review of the existing 
cash assistance rates. According to these guidelines the revised 
criteria for fixing rate of cash assistance from 1-4-1976 provided 
that rates of cash assistance were to be determined by a balanced 
judgement of the following criteria:- . 

(a) export potential and domestic availability as well as 
supply e~ it  of the products; 

(b) import content and domestic value added; 

(c) approximate impliCit subsidy, if available, under the im-
port replenishment scheme; 

(d) Compensation for U:reeoverable taxes and levies; 
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(e) c:Wference. e~een the om~ cost.and international 
price of indigenous inputs and raw materials; 

(f) cost of. entry into DeW markets; and 

(g) a cut off point upto which su"bsidy is to be allowed. 

L60. The inter-ministerial committee on cash assistance in its 
meeting in March 1976 decided to grant cash assistance at the 
rate of 17.5 per cent of f.o.b. value provided exports during 1976-
77 were not less ~~ 1.5 lakh tonnes; exports of the first one lakh 
tonnes did not qualify for assistance. When asked about the con-
sideration on which this decision was taken by the inter-ministerial 
committee on cash assistance, the Ministry of Commeree in a note 
furnished to the Committee have stated: 

"According to the decision taken by the Cabillet Committee 
on Exports on the recommendations of the Bose Mullick 
Committee the cash assistance rates which were to be 
enforced from 1-4-76 had to be determined by a balance 
judgement of the seven-criteria. In order to enable the 
authorities concerned to formulate proposals in accord-
ance with the revised guidelines the inter-ministerial 
committee decided at its first meeting held on 4th March, 
1976 to continue grant 0:1' cash assistance at the rates 
which were prevalent upto 31-3-75 for a period of tm-ee 
months viz. upto 30-6-1976. However, there were certain 
items, viz. deoiled rice bran on which cash assistance 
was admissible subject to certain conditions. These items 
were considered at a meeting of the inter-ministerial 
committee held on 19th March, 1976 under the Chairman-
ship of Commerce Secretary when Additional Secre-
tary of the Department of Economic Affairs and Ex-
penditure and Ministry of Industrial Development were 
also present It was decided to grant cash assistance at 
the rate of 17.5 per cent provided exports were not less 
than 1.5 lakh tonnes and also subject to the condition 
that exports of the first one lakh tonnes would not 
qualify for cash assistance." 

1.SL Elaborating the position further in this rega'l"d the Secre-
tary, Ministry of Commerce stated during evidence: 

"As you will notice in the efforts made to develop exports, 
cash assistance has been an important component and 
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the concept of cash assistan::e has changed over the 
times. From April 1976 there was a total consideration 
of seven factors which went to determine the quantum 
of cash assistance. .. Prior to that there was the 'Concept 
of differential between the cost of production and that 
of f.o.b. earnings. Gradually as domestic requirements 
increased and the installed capacity did not keep pace 
there is the problem of 'pull' of the domestic market. 
One has to take into account all these factors to see that 
there is sufficient increase in export earnings also. Plan 
document talks of 10 per cent growth. Unless there is 
some motivation for a fellow to export why should be? 
In that background there was a distinct change in the 
concept about the method of determining cash assistance. 
with effect from 1st April, 1976." 

1.62. Audit para points out that while submitting the proposal 
for the continuance of cash assistance for the year 1976-77 to the 
inter-ministerial committee, the condition that the cash assistance 
for 1975-76 was provisional and was subject to the detailed cost 
study to be completed before 30 September, 1975 was not mentioned 
in the agenda papers. When discrepancy was pointed out during 
evidence, the representative of the Ministry of Commerce stated: 

"In February or March 1976, when the agenda was put up, 
the revised guidelines, bringing out mostly the Bose 
Mullick Committee's recommendations accepted by Gov-
ernment, had come into force. Because of this, "it was 
merely a factual statement as to the previous rate of cash 
assistance. " 

1.63. The criteria of cash assistance were changed in January 
1976 from compensation for loss to development assistance. In 
reply to a question as to why the criteria were changed, the Minis-
try of Commerce have, in a note, stated: 

"The Cabinet Committee on Export in its meeting held on 
1-10-75 decided that a Group should be set up to examine 
and advise whether the marginal cost of production 
should continue to be the basis for determining the level 
of cash assistance to be given for export products in 
which excess domestic capacity  existed. In pursuance 
of this directive of the Cabinet Committee, a Committee 
was constituted in November, 1975. The Committee re-
commended that the system of cash a i tan~ should be 
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-suitably reVISed as a means of boosting om' export effort. 
It should continue. No scheme of import entitlement in 
lieu of cash assistance should be considered. For this 

';, :purpose the Committee felt that the determination of the 
rate of cash assistance should not be based. on any me-
chancial application of the rigid formula like the 
difference between f. o. b. price realisation and the so 
called marginal cost of production as it was extremely 
difficult to determine the ma'l"ginal cost of production for 
an industry as a Whole even when full information 
regarding cost and production from all the units in an 
industry was available. In practice information was 
available only from a few units and their cost, efficiency 
and scale of production varied trom unit to unit as well 
as from time to time. The Committee felt that any at-
tempt to determine the marginal cost of industry and 
-comparison of such cost with a fluct\A.ating f.o.b price 
introduced an element of ad-hoc judgement even if it 
was concealed under the mechanical formula of marginal 
cost and f. o. b comparison. Further, unless a particular 
export capacity has an excess capacity and that excess 
capacity is also only due to lack of effective demand, the 
determination of cash assistance on the marginal cost 
would not neutralise the disadvantages sought to be 
removed by the cash assistance. The Committee, there-
fore, recommended that cash assistance should be deter-
mined on a balanced judgement of several criteria. The 
Cabinet Committee on Export at its meeting held on 29th 
January, 1976 approved inter04Lia the above recommen-
dation of the Committee with regard to the criteria to 
be taken into consideration for grant of cash assistance." 

1.64. During evidence the Committee referred to a communi-
'cation from the Joint Secretary of the Ministry of Commerce to 
·t}:le President of SEAl dated 1 January, 1976 which inter aUa 
'stated: 

"You will realise that if the industry was making profits, 
there would be no case for development subsidy also. 
The net result of our analysis was that as the profitability 
is marginal, the export should be developed through 
subsidy." 

1.65. When enquired whether this view that if the industry was 
""Illaking high profits there should be no case for cash assistance had 
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been changed, the representative of the Ministry of Commerce"! 

stated: 

"By the-end of J a~ ar  l!i76 revised gW:dei'ilies Dad been-
issued and the determination of cash assistance in 1~  

was based only on the revised guidelines which did not 
have the costing aspect at all." 

1.66. While sanctioning cash assistance for 1976-77 the target of' 
Q,pOrbi Vias fixed. at 1.5 lakh. tonnes. The Committee desirid to know 
the basis for fiXing this target which Vias lower than the actual ex-
ports of 1.95 lakh tonnes achieved during the !previous year. In a 
note furnished in this regard the Ministry of Commerce have stated: 

''The export target for grant of cash assistance was fixed at 
11akh tonnes in 1975-76 and no cash assistance was admis-
sible on the first one lakh tonnes. There was DO change 
in this figure in so far as grant of cash assistance was con-
cerned. However, a further condition was imposed in 
1976-77 that cash assistance would not be admissible if the 
total export is not more than 1.5 lakh tonnes. This was 
the minimum target and not an upper ceiling. Since cash 
incentive was available on exports exceeding one lakh 
tonnes it was anticipated that the trade would try its best 
to maximise exports. The target of 1.5 lakh tonnes was 
fixed in order to give a fillip to exports so that the trade 
should try to attain the target of 1.5 lakh tonnes at its ear-
liest and then try to increase exports further." 

Sanctioa of cash assistance for 1977-78 and 1978-79 

1.67. While the cost study for 1975-76 was still being conducted 
by the Cost Accounts Branch of the Ministry of Finance, the Minis-
try of Commerce proposed (February 1977) the grant of cash assis-
bnce for three years from 1977-78 to 1979-80 at the rate of 20 I;)er 
cent of the f.o.b. value over the exports above one lakh tonnes subject 
to a minimum export .ceiling of 3 lakh tonnes. When asked to state 
the consideration on which the Ministry of Commerce proposed the 
grant of cash assistance for 3 years from 1977-78 to 1979-80 when the 
cost study for 1975-'76 was yet to be completed, the Ministry of 
Commerce have, in a note, stated: 

-rile rates for the year 1976-77 were determined on the basis 
of the new criteria which came into force from 1-4-1976. 
The non-completion of the cost study for the year 1975-76' 
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WaS not relevant for the subsequent Years because of the-
change in the basic criteria/guidelines for determination 
of the cash assistance." 

1.68. In this connection the representative of the Ministry of 
Commerce stated during evidence: 

"This was because, the new guidelines have been brought into 
force to have effect from 1st April 19'16. That is why in 
spite of the fact that the Commerce Ministry had proposed 
that cost accounts study need not be insisted upon for 
1975-76, it was pointed out that as far as 1975-76 was con-
cerned, one should proceed with the cost accounts, but 
when it came to 1976-77, it was decided to go by a broad 
judgement based on that 7 criteria listed out in the Bose 
Mullick Committee's report." 

1.69. The Committee referred to the fact that the average unit 
value realisation per tonne on exports of deoiled rice bran had incre-
ased from Rs. 457 per tonne in 1975-76 to Rs. 565 per tonne in 1976-
77 and desired to know as to why the aspects of profitability of ex-
ports were not examined before extending the cash assistance for 
1977-TB. In reply. the Ministry of Commerce have, in a note stated: 

"The marginal economics of rice bran oil and deoiled rice brar. 
~ro tion was examined before extending the cash assis-
tance for 1977-78 on the basis of the production cost sheet 
and realisations supplied by the three biggest producers of 
these items which were certified by independent cost a o~ 

unts and chartered accountants. The cost accountants had 
certified that 85 per cent of the installed capacity should 
be taken as the optimum level of t;>roduction while the 
percentage of utilisation of the capacity already installed 
was lower than 60. The cost data revealerl shortfalled in 
f.o.b. realisation. However, the grant of caf:h assistance 
was sanctioned on the basis of criteria outlined above." 

1.: 70. According to the audit para. in February 1977 the Cash 
Assistance Re'\'iew Committee (CARC) agreed to grant cash assis-
tance at the rate of 121 per cent of f.o.b. value for 1 ~  on the 
condition that exports should not be less than 3 lakh tonnes. When 
asked to state the reasons for abandoning the floor level of one lakh 
tonnes the Ministry of Commerce in their reply have stated: 

"The proposal made to the Cash Assistance Review Committee 
was that CA should be given at the rate of 20 per cent 
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of f.o.f. realisation over exports above 1 lakh ton.nes, 
subject to a minimum ceiling of 3 1akh tonnes. In other 
words, no assistance was Qroposed on the first 1 lakh 
tonnes of exports. However. the Committee decided to 
give assistance at the reduced rate of 12.5 per cent sub-
ject to the condition that exports are not less than 3 lakh 
tonnes. The exclusion of initial 1 lakh tonnes, was also 
ctiscontinued. Since the rate was reduced from the earlier 
year's level of 171 per cent to 121-per cent and the mini-
mum level of exports to qualify for CA was also 
increased from 1.5 lakh tonnes to 3 lakh tonnes, 
it was decided not to exclude the first 1 lakh tonnes 
for the purpose of CCS. The financial implication of 
abandoning the floor level of 1 lakh tonnes and reducing 
the rate was taken into consideration by the Committee 
which felt that the slight increase in the overall quantum 
of assistance could be justified in view of the increase in 
the minimum export target." 

1.71. The proposal for grant of cash assistance for exports during 
1978-79 was not submitted to the CARC as it had; while agreeing to 
the cash assistance for 1977-78, agreed in principle to extent the cash 
assistance till 1979-80. However, the -Ministry of Finance observed 
(March 1978) on the proposal that the cost study undertaken for 1975-
76 had not established any loss in exports, that the exports were 
. already lucrative, and that the need for cash assistance required fresh 
review, by the CARC. 

1.72. It was decided by the Ministry of Commerce (March 19'78) 
that 'a quick c:>st review' brinRing out the justification for cash assis-
tance for 1978-79 would be taken up before 30 June, 1978. The sanc-
tion for cash assistanct.' for 1978-79 was, however, issued on 3 April, 
1978 and it contemplated a review to be completed before 30 June, 
1978 on the basis of 'detailed study'. The formal orders issued con-
tained a condition that cash assistance was subject to such a review 
and Government reserved the ri~ t to reduce or withdraw cash 
assistance even before 31-3-79. The information supplied by the 
SEAl in May 1978 indicated that the exnorts were made at losses 
ran in~ from Rs. 71 to Rs. 204 per tonne rilll~ 1975-76. from Rs. 31 
to Rs. 159 during 1976-77 and from Rs. 109 to Rs. 231 per tonne during 
1977-78. The Ministrv of Commerce analysed the data and recom-
mend (May 1978) extension of cash assistance for the whole year 
1978-79. The Committee enauired why the M;nistrv rtf Commerce 
did not ask thl' Cost Accounts Branch to carry out a quick cost review 
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to ascertain t.lte justification or otherwise of cash assistance for 1978-
'79, and instead relied on the figures supplied by SEAl. In l'EI,i)ly the 
.Ministry of Commerce have stated in a note: 

"The revised criteria for grant of cash assistance was framed 
on the basis of the recommendation made by the Bose 
Mullick Committee. The Committee had come to the con-
clusion that any attempt to determine the marginal cost 
of an industry and comparison of such cost with a fluc-
tuating f.o.b. price introrluced an element of ad-hoc 
judgment. The Committee, therefore, did not recommend 
detailed cost study before the grant of cash assistance 
The figures supplied by the Association had been certified 
by independent cost accountants and chartered accoun-
tants. Cash assistance was not given solely on the basis 
of the cost data furnished by the Association." 

1.73. Replying to a question whether the figures supplied by 
SEAl were verified by the Cost Accounts Branch of the Ministry 
'of Finance, the Ministry of Commerce have stated: 

''The figures supplied by the Asso::iation were not verified by 
the Cost Accounts Branch crl the Minietry of Finance ,as it 
would have been a time consuming process, and accord-
ing to the revised criteria such a study was not an essen-
tial pre-requisite for 'recommending grant of cash assis-
tance." 

1.74. In reply to a question during evidence as to whether the 
Government would continue to reply on the SEAl data for this 
purpose, the representative of the Ministry of Commerce stated: 

"That has already been listed as an item to be brought up for 
review before the CARC as its meeting in the near future." 

1.75. The Ministry of Finance observed (June 1978) that it was 
difficult to imagine that the industry was exporting at a loss of 
Rs. 100 per tonne even after taking into account the cash assis-
tance.' The cost study fOr 1975-76, which was conducted during 
March-May 1977, had shown no loss and that there was no justi-
fication for the cash assistance. They aq,vised that a proper cost 
study would be necessary for the continuance of cash assistance far 
1978-79 and onwards. The Ministry of Commerce stated that no cost 
study was to be undertaken by the Cost Account Branch of the 
Ministry of Finance in 1978-79 because of the change in the basic 
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came into force from 1-4-1976. 

1.76. The decision to grant cash. assistance for tb:e year 1978-79: 
waS reviewed by the CARe at its meeting held 0!l. 18 September, 
1978 and it was decided that the rate of cash assistance of 12.5 per 
cent should be confirmed upto 31 March, 1979. 

1.77. On being asked whether the CARC undertook a continuous. 
study, the representative of the Ministry of Commerce stated in 

reply: 

"When the Committee meets on the average about once a 
month or once a month and half, cases based on a review 
which has been indicated earlier-either they come up or 
cases for continuance of cash assistance come up of 
totally new cases for introduction or cash assistance come 
up. These are the three types of cases which come up." 

1.78. In reply to ,another question whether CARC have rejected 
any claim for cash assistance on any commodity recently the wit-
ness stated: 

"We have rejected cases also in the recent past. In certain 
cases cash assistance has been reduced and certain new 
cases of cash assistance have also been. introduced." 

Cash assistance for 1979--82: 

1.79. For the ye8'1' 1979-80 and onwards the policy of cash assis-
tance was to be revised in the light of the recommendations of the 
Alexander Committee's Report (January 1978). The observations 
regarding the principles of cash assistance for exports made in 
para 4.17 and 4.18 of the Alexander Committee's Report are as 
under: 

"4.17. .. Cash assistance should essentially aim. at neutralising 
the disadvantages arising out of policy factors and also 
the characteristics of the firm and the product. It is also 
important to recognise that cash assistance (CA) should 
be available only for a limited period during which the 
relevant disadvantages, to the extent possible could be 
eliminated by conscious efforts. In any case, cash assist-
ance should not be continued for indefinite period.. The 
Committee felt that the magnitude and pattern of cash 
assistance should be identified on the basis of well-defined 
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principles. Mter discussing various alternatives of ap~ 
proaches in ays regard the Committee has i~entifie  the 
following three basic principles for cash asslstance e~ 

~ I-l'?l 
me: J .' ':. I 

(a) The level of cash assistance should fully compensate 
for the various types of indirect taxes, sales taxes etc., 
which the exporter has to pay on his inputs imported 
or domestically, purchased and which are not refunded, 
This will enable him to be on par with foreign ompe~ 

titors. 

(b) Cash assistan-:e should be such as to en<:ourage him in 
adopting adequate marketing strategies and to neutra-
lise the disadvantages of freight etc., so as to be compe-
titive in the export market; and 

(c) In the case of new products in new markets the magni-
tude of cash assistance should be adequate to take care 
of the initial promotional costs. 

4.18. . .. The principles highlight the importanne of the· fact 
that export industry should make its production activity 
competitive on its own, after these three categories of 
disadvantages are taken care of. These principles also 
imply that even if the export industry is supplied all its 
inputs at competitive international prices, its i a an~ 

tages in regard to mM"keting and promotional efforts need 
to be compensated until the export of the particular pro-
duct becomes a stable. feature in the trade flows. The Com-
mittee has suggested two stages in its approach towards 
recommendations on cash assistance. Firstly it has sug-
gested some rationalisation and simplificatiou of the 
existing network of assistance. Secondly, it has suggested 
that above stated principles should be applied to the dift'e-
rent products to identify the level and structlre of assis-
tanCE" in the various export oriented industries which be-
come eligible for the cash assistance. It is recommended 
that a detailed review of the existing cash assistanCe 
schemes should be undertaken and completed during the 
next twelve months with a view to estimating the new 
levels and structure of cash assistance based on the above 
prinCiples. This new system of cash assistance should be 
iou-oduced with effect from 1 April, 1979 and pending 
this, the present cash assistance system should continue." 
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1.80. Lt is seen from audit para that CARC, while deciding exten-
sion of the cash assistance upto 1st March, 1979, had desired that 
beyond that date the case should be examined under new criteria. 
framed for the period 1979-80 onwards. When enquired about these-
new criteria, the Ministry of Commerce in a note have stated: 

"(i) According to the new criteria framed for the period 1979-
80 onwards, CA is to be granted for neutralisation of the 
handicaps encountered by the exporters in the shape of: 

(a) Indi'!'ect taxes including sales tax on inputs imported. 
or domestically purchased that remain unrefunded. 
after duty drawback; 

(b) Higher rates of interest payable in India on working. 
'Capital for export production; and 

(c) Higher cost of capital goods required in export produc-
tion. 

(ii) Nature of industry producing the item-whether small. 
al~ and cottage sector etc. 

(iii) Labou'!' intensive industries and agriculture based pro-· 
ducts; 

(iv) Cost of entry into new markets; and 

(v) Cost of development of new products." 

1.81. On the basis of recommendations of the Ministry of Com-· 
merce for grant of cash assistance at 15 per cent of f.o.b. value for-
1979-80 on the exports of deoiled rice bran the CARe decided to 
grant cash assistance at 12.5 per 'Cent of f.o.b. value for a period of' 
three years. Accordingly, sanction was issued to this effect in Janu-. 
ary 1979. 

1.82. The Committee refelTed t<Q the observations of the Alexander-
Committee Report and pointed out that cash assistance for any 
commodity should be available only for a limited period when that-
particular 'Commodity suffers froJXl, some kind of disadvantages in 
the international ma!'ket. To this the Secretary, Ministry of Com--
merce replied during evidence: 

"In 1978 we had the Alexander Committee which recom--
mended a different criteria for determination of cash 
assistance and that is the criteria whi'Ch is now being: 
followed. There we have acceuted that one ought not give. 
cash assistance for a long period of time. There ought to be. 
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cut off The new concept suggest by the Alex8:lder om~ 

mittee was that it should be for a period o~ three years 
so that therp. is an element of continuity as well. The 
basic decision now taken is that it would basically be the 
intention to compensate for indi1'ect taxes which are not 
refunded. Then we were trying to off-set additional costs 
which are required for entry to new markets or for entry 
for developing new markets. The intention was that for 
the extra cost to enter into a new market, some kind of 
assistance might be required. That -was the second basic 
compcment. Thirdly, we have accepted the principle that 
it is not the intention to continue it indefinitely. Taking 
all these factors into consideration the whole range of 
products for which cash assistance is ayafiable till March 
1982 will be reviewed:" 

1.83. The Committee desired to know how far the grant of 
cash assistance on export of deoiled rice bran has made it competi-
tive in the export market. In reply, the Secretary, Ministry of Com-
merce stated: 

"This judgment can be made through various ways. The 
judgment that was made about the lack of competitive-
ness and other possible arrangements that were existing 
was due to the fact that at the time the cash assistance 
was not given, 1he exporters had cut down the export 
and the production and when cash assistance was intro-
duced, production had gone up, exports had gone up. That 
is one criterion which can be used to judge that the-
existing package of schemes should not be related to ex-
port but to one for total production, domestic or other-
wise, but not sufficient to motivate people to export. There 
has been an increase in the quantum of export which 
would generally justify the decision taken about the 
nature of the scheme to create additional export. Now, 
12.5 per cent which has .been fixed is much lower than 
the 19 per cent calculated for the unrefunded indirect 
taxes. Even taking the first test, the quantum does not 
seem to be excessive". 

1.84. The Committee desired to know whether there would be 
certain disadvantages if cash assistance was not ~ro i e  for export 
of deoiled rice bran and in relation to its competitiveness in the 
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international market. To this, the representative of the MinistrY. 
of Commerce stated: 

"When cash assistance was first introduced in 1970-71, exports 
went up from about 70,000 tonnes to 1,25,000 toDnes in 
1970-71. For 1971-72, though it is a fact that cash assist-
ance was not given, no such decision was actually indi-
cated to them and for that year the exporters were under 
the impression that the cash assistance was going to be 
continued and the exports increased to 1.69 lakh tonnes. 
When they knew that the cash assistance was not going 
to be available in 1972-'73, 1973-74 and 1974-75, there was 
actually a drop in eJCQOrt from 1.69 lakh tonnes to 1.23 
lakh tonnes, 1.24 lakh tonnes and 1.19 lakh tonnes in the 
consecutive years. This was fairly a steep fall. As far as 
the annual export performanee was concerned, there was 
a drop of 3,} per cent. So, we thought that it was a fairly 
a steep fall and this was the main reason for introducing 
again the cash compensatory su,port in 1975-76. So once 
the cash compensatory support was stopped, there was a 
fall. CCS was therefore considered necessary then we 
came to 1978-79 and even in 1979-80 it continued." 

l.85. The Committee drew the attention of the witnesses to the 
fact that disbursement of cash assistanee is a direct outgo from the 
Consolidated Fund of India through the marketing development fund 
mechanism and expressed the view that neither such {layments had 
adequately been supported by the cost studies nor have any justifi-
able claims been put up by the Ministry of Commerce for spending 
these amounts. In this connection, the Secretary, Ministry of Com-
merce stated: 

"! fully 3ppreciate the concern of the Committee. The Audit 
report has been formulated because of this reason. I was 
trying to submit one thing. You would appreciate the 
kind of tools and instruments that we have. At the time 
when the decisions are taken, as I mentioned earlier, that 
was in terms of data from the 'DGCI&S which are our 
initial data collector. There is some time lag and since 
we have set up Committees, we try to see that they expe-
dite it. We found, that there was extreme reluctance or 
strong opposition to the introduction of any mechanisa-
tion whieh would improve the speed at which the data 
would become available. What we are now getting from 
them. is wfter about two months' gal) or so. These are only 
grant totals or the aggregates. Also sometimes tbej .0 
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not come to us because data has not come from the various 
Customs Houses. Practically there is a lot of d:UB.culty. 
What we are now trying to do is to set up a parallel sys-
tem. There is no other way to get data. We realise fully 
that these are outog'oings from the Consolidated Fund of 
India. We are responsible to the tax-payers; we must be 
able to satisfy as to what we are doing in the conteD of 
the need to increase the export. It is important With 
whatever available instruments and data we have, we 
have tried to see progressively that we have tried to 
make it more and more rationale and logical. As we 
have gained experience, the whole system gets a little 
more sophisticated. Certainly cost data has not been 
ignored. Earlier we used to determine on the basis of 
the cost of production vis-a-vis the FOB realisation. That, 
I submitted, was not included in the criterion that was 
a.ccepted in 976. We have gone away from that criterion. 
According to the Alexander Committee we are only to 
get the quantification of the unrefunded indirect taxa-
tion. Weare certainly trying to see that that kind of 
principles, when introduced, is accepted by Govenmlent 
by both the Ministries of Commerce as well as by the 
Ministry of Economic Affairs and Finance and Expendi-
ture. We have tried to worK out -tHe system. where we 
can exercise as much control as possible ana that is 
maintained within the existing situation." 

In a subsequent note- furnished to the Committee on 1 AprIl, 
1981 the Deptt. of Commerce have stated: 

"Cash assistance on export of deailed rice bran has been with-
drawn w.e.f. 1 April, 1981. It is however proPosed to 
undertake a review in the light of relevant factors includ-
ing the outcome of a cost study to assess the profitabUity 
of export of this item." 

Domestic requirements vis-a-vis erpc1fts of deoiled rice 'bran 

1.86. Audit ~ara points out that at the time of re-introductton 
-'Of cash assistance in 1975-76, in the Policy Advisory Committee 
meeting held in January 1975, the representative of the Ministry of 
Agriculture had indicated that the exports of de oiled rice.bran would 
Taise the domestic prices of poultry feed and might affect the poultry 
·development in the country. However, when the policy on cash 

*Not vetted in Audit. 
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&lSistance on deoiled rice bran was discussed in the meetings of the 
MMDF  Committee and the CARe held in March 1975, March 19'16· 
and February urn, the representatives of the Ministry of Agricul-
ture were not invited by the Ministry of Commerce. When the-
Committee G>Ointed out this omission during the course of evidence, 
the representative of the Ministry of Commerce stated: 

"As far as the M. D. Main Committee's decision of March, 
1975, is concerned, as I am able to make out from the file, 
the question had been discussed in the policy advisory 
Committee in January, 1975, in which the Joint Commis-
sioner for Agriculture had been present. At that time it 
was decided to recommend 15 per cent cash assistance for 
this item. Apparently, on account of this, when the M.D. 
Main Committee met in March, 1975, they did not invite 
the Agriculture Ministry's representative. In any case, I 
do not think there was any deliberate omission to exclude 
the Agriculture Ministry." 

1.87. In the CARC meeting held in September 1978, the represen-
tative of the Ministry of Agriculture had observed that instead of 
subsidising eJO?Orts of deoiled rice bran, its production should be 
encouraged to increase its domestic use within the country. The 
Committee desired to know the ~on i eration  on which the Minis-
try of Commerce allowed unrestricted export of deoiled rice bran 
contrary to the observations of the Ministry of Agriculture. The 
Ministry of Commerce in their reply have, in a note, stated: 

"Deoiled rice bran is used only as an energy source and not 
as a protein source. It is not a concentrate. Even with 
all the incentives privided to the industry, the maximum 
quantity of rice bran deoilen has been only a small per-
~enta e of the total rice bran available in the country. 
It has also been noticed that development of export of 
deoiled rice bran helped in increasing the Qrocessing of-
rice bran for extraction of oil which was badly needed in 
the country. The Department of Civil SlI;?plies who are· 
concerned with oil economy of the country as also with 
the solvent extraction industry, were of the firm view that 
export of deoiled rice bran should be encouraged in order 
to help in realising more and more of rice bran oil in the 
~ ntr . DeoUed rice bran is mostly accounted for by 
utilisation by compound animal feed man fa ~. The 
demand fr.om this sector cannot sustain in the deoiling of" 
6 lakh tonnes of rice bran and therefore, e"POrt had to-
be anowed if deoning was to continue." 
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1.88. Explajning o~ the exports of deoi1ed rice bran have 
dected. domestic requirements in relation to poultry and cattle feed 
programmes, the representative of the Ministry of Agriculture 
stated during evidence: 

"Poultry and Dairy development programmes do require 
larger quantities of cattle feed and deoiled rice bran is 
one of the ingredients. There are many other ingredients 
but deoiled rice bran is forming a substantial part of the 
ingredient, especially in the poultry feed and we have 
been receiving representations from poultry feed ma.nu-
facurers that there should be no export of deoiled rice 
bran. This matter was discussed in the inter-Ministerial 
high "ower committee." 

The witness added: 

"Every time it is coming up in that committee and very re-
cently also it came up where the Commerce Secretary and 
Agriculture Secretary and the Secretaries of all other 
concerned Ministries were also absent. While we have 
certainly said that we required a considerable quantity of 
deoiled rice bran for domestic requirements, the point 
considered was that if we did not export, the quantity of 
rice bran which is going to the solvent extraction units 
for extracting oil might be reduced because  rice bran is 
also directly feed to the cattle. Instead of this oil is ex-
tracted and the deoiled rice bran is also used for the 
compound cattle feed. In this connection we have been 
restricting the export of deoiled rice. That is why we 
have now a quota system unlike in the past where the 
exports were freely allowed." 

1.89. When asked about the quantity of deoiled rice bran required 
for domestic purposes, the witness replied: 

"It is very difficult to mention the percentage  for this reason 
that the figures are shown against the total production. 
Against a total production of 7 lakh tonnes of 'Cleoiled rice 
bran, almost 6 or 5.5 lakh tonnes are exported. That 
shows that the consumption in the home market was less. 
The poultry-feed manufacturers are asking that ~a e 

elEPOrts are permitted, they may not be getting enough 
material for their own consumption On the other side, 
if we do not permit exports, then there will not be pro-
duction at this level. That is why some balance has to 
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be struck. First 2 1akh tonnes were permitted in the 
current year. About a month back another 3 1akh tollDes 
were permitted for exports." 

- 1.90. When the Committee referred to an observation made in the 
auctit para that the Ministry of Agriculture had recommended (May 
1977) to the Ministry of Commerce restrictions on eJOPC)rts of deoiled 
rice bran upto 1.5 1akh tonnes during 1971-78 and to withdraw cash 
incentive as it increased the domestic prices, the representative of 
the Ministry of Agriculture stated: 

"We have been consistently taking the stand in the Ministry 
of Agriculture on two points. One is that the exports 
should be regulated and restricted. Second is that tl1ere 
should not be any cash assistance on deoiled rice bran. 
We have taken a similar stan'd on the cotton seed extrac-
tions also." 

The witness further stated: 

J'We have very strong views on the matter. So far as cash 
assistance is concerned, for tha last 3 years and at least 
ever since 1977 we have been consistently suggesting that 
this cash assistance should not be there. In the Cash 
Assistance Review Committee also We have specifically 
mentioned that we do not want to encourage exports of 
this commodity and also we are not in favour of any cash 
assistance. That stand we have consistently tal .. en." 

1.91. When enquired whether the stand taken by the Agricul-
ture Ministry in this regard was correct, the witness replied: 

"l think it is correct because the reason is that we are unable 
to subsidise the deoiled rice bran fO'l' domestic require-
ments. The real point is that there is definitely a need to 
encourage the rice bran extraction in~ tr , Whether the 
assistance should be by way of subsidising the exports 0'1' 
by some other method is a point which needs considera-
tion, We, from the Agriculture Ministry feel that for our 
own poultry we have to pay a certain price for deoiled 
rice bran. Why should we subsidise the products for the 
foreign ~ er  That is one aspect. The second aspect is 
that if we subsidise the exports, there is some impact on 
the price in the domestic m8'l'ket and the availability will 
also beeome a problem and there will be artificial loss 
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because the export pnce would be higher than what the 
the manufacturers get within the country. So, because. of 
these reasons, we had been opposed to any cash . 8SSl8-

tance." 

1.92. Explaining the position in this regard the Secretary, 

Ministry of Commerce stated: 

"There is a view of the Department of Agriculture which 
emphasizes about the cattle-feed aspect of rice bran as 
such; rice bran as such could directly go as a cattle-feed 
with the oil 'remaining inside the ri-:e bran. And there is 
the other aspect that we could extract the rice bran oil 
and use the deoiled rice bran as cattle-feed; we might 
extract oil from rice bran and majle that oil available to 
the Ministry of Civil Supplies for increasing the total oil 
availability which goes for soap production and also as 
edible oil. A part of deoiled rice bran goes as animal feed 
and a part is exported. We were interested in the export 
aspect." 

He added: 

"The Agriculture Secretary is the Chairman of the Committee 
which considers the determination of quota for the ex-
port of this item. He himself as the Chairman of a Com-
mittee has clearly stated the quota allocation for the ex-
/port of rice bran extraction. As far as the price is con-
cerned, the quantum is related to the quota and not to 
the price. The price aspect is a different thing altogether. 
I.t should not be mixed up with the quantum. The quan-
tum is the quota and that determines the total availa-
bility." 

1.93. AccOl'ding to audit para AMUL (Khaira District Cooperative 
Milk Producers Union Ltd., Anand) had represented on 19-5-1979, 
to the Ministries of Commerce and Agriculture about the 

~ it  and price rise of deoiled rice bran due to export. It had 
indicated that the price of deoiled rice bran had gone up from 
Rs. 350 per tonne in July 1978 to Rs. 625 in May 1979 lind had re-
quested not only for abolition of cash incentive but also for levying 
export duty to enable local feed manufacturers to purchase feed 
ingredients at reasonable 'I'ates. When asked about the action taken 
on this representation, the Ministry of Commerce iII a note have 
stated: . ' .. . , , -



"Kaira Cooperative Milk Producers' Association had repre-
sented about increase in prices of deoiled rice bran and 
necessary instrudions. were issued to the Solvent Extrac-
tors Asso::iations to get in touch with them and to meet 
their requirements at mutually agreed prices." 

Export dUty levied on the rice bran 

1.94. It is seen from audit para that from 22 January 1977 to 13 
May. 1977, export duty at the rate of Rs. 125 per tonne was imposed 
on the exports of deoiled rice bran. An amount of Rs. 1.54 crores 
was recoverable from the exporters of deoiled rice bran, out of 
which only Rs. 16 lakhs could be reCovered during the period, the 
balance being yet to be recovered (30 June 1979). When enquired 
about the present position of recovery of the balance export duty 
of Rs. 1.38 crores from the exporters, the Ministry of Commerce 
furnished a note· explaining the position thus: 

"Demands for the recovery of export duty amounting to 
Rs. 1,27,64,750.41 which had been short levied in respect of 
deoiled rice bran exported during the period 22nd Janu-
ary, 1977 to 13th May, 1977, were issued by the Customs 
Authorities of Bombay, Madras, Kakinada, Jamnagar and 
Cochin. Since the 30th June, 1979 an amount of 
Rs. 7,31,316.76 has been recovered." 

1.95. During evidence the representative of the Ministry of 
Finance in this connection stated: 

"So far as past recovery is concerned, parties have been pre-
ssing that the amount shouln not be collected as the 
export duty. We have said, 'No'. They have moved the 
High Courts challenging the actual levy itself as not 
valid. The Andhra Pradesh lfigh Court; the largest amount 
is out-standing there. That writ has been decided. They 
have asked the Department to determi'ne the liability for 
duty. The Collector has taken steps to proceed in the 
matter now." 

1.96. When the Committee pointed out that why in the mean-
while subsidy was continued to be paid, the witness stated: 

"Subsidy is paid by the Commerce Ministry." 

-Not vetted in audit. 
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When asked whether any advice was given by the Finance Minis-
try to the Commerce Mmistry in this regard, the witness replied; 

"In one or two cases, action has been taken in terms of section 
142 of the Customs Act, that is, stopping the exports, not 
allowing the goods to be cleared without payment. In one 
or two cases, we were asked to readjudicate and we had 
to pass an order before enforcement could be done." 

1.97. In reply to a query as to whether Commerce MiniStry was 
. kept informed about these developments, the witness stated: 

"In a general way, the Commerce Ministry would lmow that 
there is problem regarding recovery. We have not spe-
cifically told them that we have not recovered." 

1.98. When enquired whether the Commerce Ministry recommend-
ed at any time, that the export duty need not be recovered, the 
witness stated: 

"Their representation was forwarded-the representation from 
the Association and some exporters." 

.Distribution of CtlBh GBSiBtcnce 

1.99. According to the sanctions for cash assistance on exports of 
deoiled rice bran issued from 1970-71, cash assistance was to be 
drawn by the SEAl through a single consol'dated claim. When 
, enquired about the basis on which the Association was entrusted 
the function of distribution of cash assistance among the exporters, 
the Ministry Of Commerce have, in a note, stated: 

"When cash assistance on export of deoiled rice bran was 
introduced in 1970-71 it was admissible only on expor1s 
above the initial 70,000 tonnes. It would have been impro-
per to disallow cash assistance to those e~rter  who 
participated in the exports constituting the initial 
70,000 tonnes. The total amount was therefore to be 
distributed among all the exporters on an equitable 
basis. It was also necessary to install an ~n tit tion to 
see that the exports «teveloped. It was therefore de-
cided, to channelise the distribution of cash assistance 
through an Association of exporters. Even when cash 
assistance on this item was re-introduced in 19'75-78, the 
initial one lakh tonnes did not qualify for cash assfstance. 
The same was applicable for the ~r1  in 1978-7'7 also. 
The export of deofled rice bran was canaliJed through the 
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. Solvent Extractors' Association of India, a body of ex-
porters incorporated under Indian Companies Act, 1956. 
There have practically been no complaints about the 
manner of distribution of cash assistance by this Ass0-
ciation. The payment of cash assistance to individual 
exporters would have involved a lot of clerical labour. It 
would have been difticult for JCCI&E, Bombay the officer 
designated for disbursement of cash assistance on this 
item to take over this work with the existing staff 
strength. " 

1.100. On being asked about justification for payment of cash 
assistance by SEAl, the Secretary, Ministry of Commerce stated 
during evidence: 

"At that time, certain portion, which was not qualified for 
cash compensatory support and there was the actual man 
who was to get the cash compensatory support. Govern-
ment routed the cash beneficiaries, i.e. the applications of 
those who were to get the cash compensation support 
through this organisation of exporters. The amount which 
was actually distributed by this organisation to the in-
dividual exporters, but the total only would be transferred 
to this organisation." 

1.101. When pointed out that in other words it meant putting 
money voted by Parliament and coming out of Consolidated Fund 
of India in the hands of a private agency, the representative of 
'Ministry of Commerce stated: 

''Even though the consolidated bill was drawn by the Asso-
ciation, the main safeguard taken by Government was 
that this consolidation was to be supported by the indi-
vidual's certificates showing the realisation of the foreign 
exchange on the basis of the exports; then they also sub-
mit the copies of invoices drawn by the eXl;)Orters and 
statement of the bank, and copies of shipping bills, 
authenticated by the Customs, etc." 

, He added: 

f 
'; ,. - ' 

~ ,'. 

"It was a new procedure designed to meet a certain situation 
where exports above a certain quantity alone were to 
qualify for cash compensatory support. The declsion 
makers at that time took the view that perhaps routiog it 
through such an organisation wouJd. be more adminis-
tratively convenient." 
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1.102. It is seen from the audit /para that for the years 1975-76 and 
1976-77 the SEAl distributed Ithe cash assistance on tonnage basis for 
1975-76, but adopted f.o.b. value basis for 1976-77 and 19'17-78. When 
enquired about t~e basis on which the cash assistance had been dis-
tributed since 1978-79, tthe Ministry of Commerce in a note have· 
stated that cash assistance was to be distributed by the Solvenrt 
Extractors' A o i '~ion of India and therefore Government was not 
concerned with the procedure to be followeti. by it for disbursement. 

1.103. In this connection the Secretary, Ministry of Commerce 
stated during evidence: 

"The total amount payable out of the budget was detennined 
by the actual bills of lading and actual documentation. 
It is not a question of emtra funds going out of the budget 
more than what qualified for getting such suppf)rt. The . 
internal distribution system is settled by 'them. They have 
followed one system for two years and another system 
subsequently. Itt is true we did not interfere with the 
internal arrangement." 

1.104. When the Committee pointed out that Government should 
find a suiltable alternate mechanism within the Government, the· 
witness replied: 

"There are only two or three areas where cash compensatory 
support is given for exports above a certain target. If it 
is done only through governmeIlltal offices, there may be . 
difficulty in identifying them. We shall certainly consider-
the point you have raised." 

1.105. In a note subsequently furnished to the Commilttee the 
Ministry of Commerce have stated; 

"The matter has however been considered in the light of the 
evidence before the PAC on 27-12-1980 and a decision has 
since been taken to disburse cash assistance admissible on 
this item for the exports in 1980-81 directly to the expor-
!ters and not throu'gh the Association of exporters as in' 
the past." 

1.106. Cash assistance on the export of deoUed rice bran was re-
commended for the first DIlle in 1_ by the Board .f Trade Sub-
Committee on oil seeds, oiIl11 and oil cakes at the rate of 15 per cent 
of f.o.b. value. According to the Ministry of Commerce, the consi-
derations wlaieh weighed witIl the Sub-Committee whlle ~om
mending cash assistance on export of deoiIed rice bran were (a) 
that exports hitherto of this item were confined only to U.K. and' 
new outlets were needed for the promdtioa of 'this export; (b) with 
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the closure of Suez Canal, freight rUes W iDereued and that had 
neutralised the advantages of devaluation of Indian rupee; (e) cost 
of processing was more in the case of dee bran extraction as com· 
pared, to other extractions like cotton seed extractions; BIld (d) it 
would facilitate greater production of rice bran oil in the country. 
The cost data furnished by the exporters of deoi1ed rice bran in 
1969 was forwarded to D.G.T.D. who held in January, 1970 that it 
was difficult for him to check the cost data as the price of rice b1'8lll 
which varied from ~tle to State was dependent on the quality of 
bJr.l!l. At the same time he observed. that there was a ease for cash 
assistan.ee as there was an element of loss in exports and that the 
cost of rice bran and processing charges assumed by the exporters 
were quite reasonable. In May 1970, the M"mistry of Finance 
agreed to the proposal of cash .. assistance at .. the .. rate 
of 15 per cent of f.o.b. value for exports above.. 70,060 tonnes 
with a view to encouraging production of rice bran extractions and 
oil. Accordingly, cash assistance was sanctioned for the year 1970·71. 

1.107. The Ministry of Commerce made out a case in August 

1971 for the extension of cash assistance for the. year 1971-72 on 
the plea is that it would encourage the availability of rice bran oil 
and increase the exports of deoBed. riee 'bran thereby earning more 
foreign exchange therefrom. However no cash assistance was al· 
lowed during the years 1971·7% to 1974-75 as in. the cost data furnish-
ed 'by the Solvent Extractors' Association of India (SEAl) the 
MiJWd:ry of Finance found no loss and they were of the opiDion 
that cash assistance should be given only if there was loss in under-
taking exports. 

.. 1.1OS. In December 1974:, the SEAl submitted a statemenlt show-
ing the cost of rice bran processing and realisation on the sale of 
oil and extractions in justification for its claim for cash assistance. 
According to this statement, the f.o.b. realisation was Rs. Z82 per 
tonDe on an average. The Ministry of Commerce have stated that 
this cost data for the period January-June 1974: "revealed that the 
poorer economics of rice bran processing was due to higher cost 
of processing, greater problem in exporting deoBed rice bran as 
compared to groundnut exiracijons." 

1.19. The SEAl also furnished 6.gures indicating that exports of 
deoUed rice bran during the years 1971-72, 1972.73, 1973-74: and 
1974-75 amounted to 1.47,  1.18, 1.06 and 1.J2 lakh tones respectipely. 
The Ministry of Commerce have stslted that the decline in exports 
with reference to the 6.gores of 1971-72 indicated that withdrawal 
,.f cash assistance had an adverse effect. The M"mistry accordingly 
recommended cash assistance of Rs. 60 per tonne of exports above 
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80,000 tODnes and 0 per cent of f.o.b. value as market development 
assistanee. 

." l.ll0. The Committee observe that according to the statistics 
published by 'dle Directorate General of Commercial Intelligence 
and Statisties, Calcutta, the average f.o.b. realisation ou, sale of 
exports of deoiled rice bran during the relevant period in 1974 was 
Rs. 369 per tonne as against the average of Rs. 28Z per tonne indicat-
ed by the data furnished by SEAl. Further, according to DGCIS 
figures, exports during the years 1970-71, 1971-72, 1972-73, 
1973-74 and 1914-75 were 1.25, 1.69, 1.23 .. 1.24. and 1.19 lakh tonnes 
respectively which meant that the exports after 1970-71 were either 
more or about the same as in 1970-71 when no cash assistance was 
allowed on these exports. The Committee consider that it was 
unwise on the part of the Ministry of Commel"Ce to have recom-
mended grant of cash assistance' only on the basis of the figures 
furnished by a private organisation. Before conside!'ing the question 
of grant of cash assistance the proper course was to have veri8ed 
the data furnished by SEAl with the figures furnished by the 
DGCIS, Calcutta which is the primary Govel'DJlleDt agency for com-
pilation of such information ... 

1.111. In this context, the Secretary, Ministry of . Commerce 
stated during evidence that the DGCIS figures. become available 
after a gap of two IDGIlths or so and that there were practical cWB-
culties in expedliting the same. The Committee would like to 
emphasise that cash assistance is a direct outgo from the Consoli-
dated Fund of India and is given on several commodities. It is 
therefore necessary that decisioas on graD't of cash assistance should 
be based on verified cblta. The Committee thezefore desire that the 
cause of delays in compiling he data by DGCIS, which is also under 
the adminis'tratiw control of the Ministry, should be gone into and 
improvements etfected to expedite the same The argument of the 
Ministry of Commerce tha't they had to depend upon the data 
famished by the SEAl is not wholly tenable because although the 
latest figures of 1974-75 mighit not have been available with them at 
the time of recommending extension of the cash assistanee, the 
figures of 1911-72, 1912-73 and 1973-74 (which clearly showed larger 
exports than which had been shown by SEAl) were entirely avail-
able with them from the D.G.C.I.S. 

1.112. In their proposal, the Ministry of Commerce had main-
iained (February 1915) that exports of deoiled rice bran were fail-
ing after 1910-71 due to -withdrawal of cash assistance. The recom-

. mendation of the Ministry of Commerce for grant of cash as istance-
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was not accepted by the Ministry of Finance who reiterated that 
it was not advisable to reinroduce cash assistance without a pr6per 
detailed cost study by the Cost Accounts Branch of the Ministry of 
Finance. However, in March 1975 the Main Marketing Develop-~ 

ment Fund Committee' (which includes representatives of the 
Ministry of Finance) considered the matter and decided to grant 
cash assistance at 15 per cent of the f.o.b. valUe of exports in excess 
of the first one lakh tonnes. The MMDF Committee also directed 
that detailed cost study be completed in any case before 30 Sept-
tember 1975 on the basis of which cash assistance could he review-
ed or revised for prospective application. In pursuance of this 
decision sanction for grant of cash assistance for the period 1-4-1975 
to 31-3-1976 was issued on 19-4-1975. It was stipulated therein that 
Government reserved the right to reduce or withdraw cash assis-
taace even before 31-3-1976 and that the change would have no 
retrospective effed, but would be made applicable prospectively. 

1.113. In pursuance of the decision of the MMDF Committee, the 
SEAl was asked in April 1975 to furnish the names of five rice bran. 
proeessing units which might be willing for 'the cost study by Gov-
ernment Cost Accountants. In January 1975, the SEAl furnished 
names of three representative units for cos't study. Cost data of· 
these firms was furnished only in January 1977. The reports of 
cost study done by the Cost Accounts Branch in April-May 1977 
indicated profit of 22.2 per cent and 9.5 per cent on f.o.b. cost in 
the case of two firms on the basis of figures of 1973-74 to 1975-76. 
when no cash assistance was allowed, and 50.1 per cent in the case 
of the third firm taking into account the data for 1976 only. The 
Cost Accounts Branch observed that these three units were repre.-
sentaive of the industry as their exports during 1975-76 were about 
30 per cent of the total exports and that there exists no case. for 
any cash assistance on the exports during 1975-76. The represen-
tative of the Ministry of Commerce also conceded during evidence' 
saying that there was DO loss on exports ... 

1.114. In January 197ii, new guidelines for sanctioning of cash 
assistance from 1-4-1976 were issued on the basis of the rec.ommen-
dations of 'the Bose-Mullick Committee. In the revised guidelines, 
it ~  provided that the rates of cash assistance were to be deter-
mined by a balanced judgement of the following criteria: <a) export 
potential and domestic availability as well as supply elastieity of· 
the products; (b) import onten~ and domestic value added; (c) 
approximate implicit subsidy if available under the import re-
plenishment scheme; (d) compensation for irrecoverable taxes and 
levies; (e) difference between the domestic cost and international' 
price aI indigenous inputs and raw materials; (f) coSt of entry into· 
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Dew markets; and (g) a cu off point upto which subsidy is. to be 
. allowed. The issue of the revised guidelines necessitated review 
of the existing cash assistance rates. A meeting of the inter-mini-
sterial committee On cash as'sistance was held in March 1976 under 
the Chairmanship of Commerce Secretary where Additional Secre-
tary of the Department of Economic Affairs and Expenditure and 
Ministry of Industrial Development were also present. This Com-
mi,ttee decided to grant cash assistance at the rate of 17.5 per cent 
of the f.o.b. value provided exports during 1976-,77 were not less 
than 1.5 lakh tonnes and also subject to the condition that exports 
of the first one lakh tonnes did not qualifq for cash assistance. While 
submitting the proposal for the continuance of cash assistance for 

"the year 1976-77 to 'the inter-ministerial Committee in March 1976, 
-the condition that the cash assistance on deoiled rice bran for 
-1975-76 was subject to detailed cost study to be (;ompleted before 
30-9-1975 was not mentioned in the agenda papers. Thus, by not 
indicating the condition of cos't study, full faets of the case were 
not brought before the inter-ministerial Committee ... 

1.115. The Committee deplore the fact that in spite of the deci-
sion taken by the Main Marketing Development Fund Committee 
in March 1975 that the cost study should be completed in any case 
before September 1975 on the basis of which cash assistance could 
be reviewed or revised, the Ministry of Commerce recommended 
in March 1976 grant of cash assistance for the year 1976-77 although 
cost study had not been completed by that time. What is more 
distressing is the fact that in the agenda papers placed before the 
inter-ministerial Committee, the fact that cash assistance on de-
oiled rice bran for 1975-116 was subject to detailed cost study was 
not mentioned. The Committee consider this as a serious omission. 

1.116. When asked during evidence as to why cash assistance was 
recommended for 1976-77 even before completion of cost study, the 
Secretary, Ministry of Commerce referred to the revised criteria 
laid down by the Bose-Mullick Committee and observed: "Tbose are 
the seven items which are mentioned. Cost study was elimiaated. 
"It was decided that cost study would not be the criteria to decide 
"whether su.port should be given or not". The Committee are sur-
prised that such interpretation was given to the revised criteria. 

: rhe criteria referred to by the Bose-Mullick Committee were in the 
nature of general assessments and were not capable of objective 
analysis on the basis of quantification. Further, it was nowhere 
stated that cost study should not be done. The Committee are of 
the view that the concept that cash assistance is intended to span 
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the gap between the cost of production of an export product ant! 
the f.o.b. realisation accruing from its export as also a detailed exa-
mination of the cOSt structure are relevant even after the issue of 
revised criteria laid down by the Bose-Mullick Committee and 
those laid down later by the Alexander Committee. As cash assist-
anee is given on a wide range of commodities, the Committee would 
like the Government to examine the matter and clarify the policy 

in this regard . 

. 1.17. Further, the Committee observe that as per figures pub-
lished by DGCIS, the average f.o.b. realisation from export of de-
oiled rice bran was Rs. 374 per tonne in 1974-75 and Rs. 457 per. 
tonne in 1975-76. The profitability of the exports was not, however 
examined by the Ministry of Commerce e~re 'extending cash 
assistance for 1976.-77. Considering also the fact that in Janua:-y, 
1976, the Ministry of Commerce had clearly indicated to the SEAl 
that if the industry was making high profits, there would be no 
case for development subsidy also, the submission of proposal by 
the Ministry of CommeTce for 1976-77 and the grant of cash assist-
ance at the increased rate of 17.5 per cent for 1976-77 as against the 
rate of 15 per cent for 1975-76 by the inter-ministerial Committee in' 
March 1976 was, in the view of the Commitee, not justified. 

1.118. In March, 1976, the Ministry of Commerce proposed to make 
the provisional sanction for 1975-76 valid as final sanction and not 
to pursue the cost study. The Ministry of Finance did not agree 
as the pre-condition of cost study was not waived by the MMDF 
Committee. 

1.11. In a meeting held by the Commerce Secretary on "')-10-1976, 
it was decided that the cost study for 1975 should be considered 
both by the Commodity Division of the Ministry of Commerce and 
the Ministry of Finance. Subsequently on !-1l-1976 the Financial 
Adviser of the Ministry of Commerce had suggested: "If cash 
assistance for the whole year is now paid, it ,viII be veTY difficult 
to make reeoveries in case cost stuclf reveals that cash assistance is 
not justified. On the contrary, if payments are kept pending and.. 
cost study is completed quickly. amounts can be released provided 
cost study justifies the cash assistance." The next note recorded on 
the file on 12-11-76 was by the Jt. Secretary of the Ministry of Com-
merce dealing with Agriculture which read: "I called the Chair-
man, Selvent Extractors' Association aod have clearly told him that 
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cash assistance for 1175-76 would IIOt be made available at all UJltil 
they fally cooperate and have the cost· study for 11'15-7& completed. 
FA may kindly ask his std to get in touch with bUn for further 
action." As, according to the Ministry of Commerce, in this case 
the letters regarding payments to be made to SEAl by the Jt. Chief 
Controner of Imports and Exports, Bombay were to be issued by 
the Agriculture Division of the Ministry of Commerc4t no informa-
tion seems to have been communicated to JCtIE, Bombay suggest-
ing stoppage of the payment till the cost study was completed. When 
asked why no such communication was sent to JCCIE. the Addi-
tional Secretary of the Ministry of Commerce stated during evi-
dence: "I am unable to say anything from the file as to why ad-
ministrative side could not send instructions." In this context, the 
Secretary, Ministry of Commerce stated: "The Financial Adviser 
gave his advice in a note. If one is to go by what is on record. 
then the note of (Jt. Secretary) does not indkate that he had au-
thorised the issue of instructions stopping payment. It is silent ul! 

that point." In the absence of any instructions from the Ministry 
of Commerce for stopping payment, the JCCIE, Bombay disbursed 
cash assistance amounting to Rs. 52 lakhs in December, 1976 anel 
Rs. 4.22 lakhs in March, 1977 on the basis of the claims sent by the 
SEAl on exports made during 1 ~ . Balance of Rs 1.57 lakhs 
was paid in May 1979. The Committee take a serious view over 
the non-issue of instructions by the Ministry of Commerce to JCCIE 
for stoppage of payment of cash assistance resulting in the disburse-
ment of Rs. 57.79 lakhs to SEAl. They would therefore like the 
matter to be investigated by a team of senior officers . outside the 
Ministry of Commerce with a view to fixing responsibility and 
identifying the lacuna in procedure so that such costly lapses do 
not recur. 'Bhe report of the Team should be furnished to the 
Committee within six months. 

1.120. While the cost study for 1975-76 was still being cenductrd 
by the Cost Accounts Branch of the Ministry of Finance, the Minis-
try of Commerce proposed (February, 1977) the grant of cash assist-
ance foi three years from 1977-78 to 1 ~ at the rate of 20 prr 
cent of the f.o.b. value over the exports above one lakh tonnes sub-
ject to a minimum ceiling of 3 lakh tonnes. In February, 1977, the 
Cash Assistance Review Committee agreed to grant cash assistance 
a the rate of 12.5 per cent of f.o.b. value for 1977-1980 on the con-
dition tIlat exports should not be less than 3 lakh tonnes. Sanction 
for cash assistaDce was issued in April, 1917 for the year 1977-78 
only. FlOOd level of one lakh tonoes on which cash assistance was-
not avanable earlier was, however, abandoned. 
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1.lZl. The proposal for grant of cash assistance for exports during 
1978-79 was not submitted to the Cash Assistance Review Commit-
tee as it had, while agreeing to the cash assistance for 1977-78, 
agreed in principle to extend the cash assistance till 1979-80. How-
ever, the Ministry of Finance observed (March, 1978) on the pro-
posal that the cost study undertaken for 197!)"'76 had not established 
any loss in exports, that the exports were already lucrative, and 
that the need for cash assistance required fresh review by the 
CARC. The Ministry of Commerce then decided that a "quick cost 
review" bringing out justification for cash assistance would be taken 
up before 30-6-1978. Instead of waiting till the results of this review 
the Ministry of Commerce in the meantime issued on 3.4.1978 sanc-
tion for cash assistance for 1978-79 which contemplated a review 
to be completed before 30-6-1978 on the basis of "detailed study". 

1.122. The Committee feel that viewed from the fact that the 
orders issued on 3-4-1978 contained a condition that cash assistance 
was subject to a review before 36.6.1978, it would have been clear 
to the Ministry of Commerce that such a review was to be con.> 
ducted on the basis of "detailed study". No such detailed review 
was done. What is more surprising is the fact that even Cash 
Assistance Review Committee. did not press for a proper cost study 
and decided in its meeting held in September, 1978 to extend the 
cash assistance upto 31.3.1979 despite the reservations expressed by 
the representative of the Ministry of Finance that since the oil prices 
had gone up, it was profitable to export the by-products and that the 
cost study undertaken earlier had not jqstified the grant of cash 
assistance. 

1.123. The information furnished by the SEAl in May 1978 indi-
eated that the exports were made at losses ranging from Rs. 71 to 
Rs. 204 per tonne du1"ing 1975-76, from Rs. 31 to Rs. 159 during 
1976-77 and from Rs. 109 to 231 per tonne during 1977-78. The Minis-
try of COllllDerce themselves analysed the data and recommended 
in May 1978 extension of cash assistance for the whole year 1978-79. 
According to the Ministry, the figures supplied by SEAl had been 
certi&.ed by independent cost accountants and chartered accountants 
and that the cost data revealed shortfall in f.o.b. realisation. The 
Ministry have added that the figures supplied by SEAl were not 
verified by the Cost Accounts Branch of the Ministry of Finance as 
it would have been a "time-consuming process" and according to 
the revised criteria laid down by the Bose Mullick Committee such 
a study was not an essential pre-requisite for recommending grant 
-of cash .... tance. 
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LIM. The Committee have already, commented upon in their ear-
lier reports on various cash assistance schemes regardinc the un-
desirability of placing total reliance on unverified data. Here they 
would "like to point out that there wu no justification for the Minis-
try of Commerce to have by-passed the requirement of verification 
of data furnished hy SEAl on the ground that it would have been a 
time consuming process or that cost study was not necessary under 
the revised cJ:iteria. The Committee must express their displeasure 
Over the fact that the decisions had been taken by the Ministry of 
Commerce and approval given by the Main Marketing Develop-
ment Fund Committee, Inter-Ministerial Committee and the Cash 
Assistance Review Committee for grant of cash assistance on de-
oiled rice bran for the years 1975-76 onwards inspite of the reser-
vations expressed repeatedly by the Ministry of Fmance. The Minis-
try of Finance had no several occasions asserted tbat there was no 
loss on the exports of deoiled rice bran and in any case it was ne-
cessary to have cost study done on the basis of authentic data. On 
the basis of the information placed before the Committee, it is clear 
that the Ministry of Commerce did not seriously consider the ob-
jections raised by the Ministry of Finance from time to time and 
for no plausible reasons the completion of cost studies was delayed. 

1.125. The Committee al~o do not appreciate why the Ministry 
of Finance inspite of their reluctance in the initial stages had 
Ultimately agreed to the grant of cash Illssistance kuowing fulb' that 
their main objection of non-compliance of cost stu,dy had not been 
met before the case fer further extensiq)J of cash assb;;tance was 
mooted by tile Ministry of Commerce. The Committee fbu' that 
cash assistance on export of this commodity was SI[lnctio1)ed in 
1970-71 and then re-introduceel in 1915-76 and continued upto 
31.3.1981 without any cost stuely wiPcb established .. y loss on ex-
ports. Thus, the entire paYJn.e1)t of as. 13.79 crores made on this ac-
count upto December 1980 was not justified. 

1.126. The question of cash assistance was further examined Ity 
the Alexander Committee which recommended in its report dated 
31st January, 1978 that cash assistance should be ~  on <a) com-
pensation for those indirect-taxes in the pr_uetion cost which are 
bot refunded through the duty draw-us sy ...... ; (It) eonapeasation 
for freight anel oiber cost 4ifte .. eDtiala; aM (e) for nreviding initial 
promotional expenditure for new products aDei in e~elopin  new 
markets. The Alexander Committee reeopIse. that the cash assis-
tance should be available only for a limited period during whkh 
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the relevant disadvantages could be eliminated by conscious efforts .. 
In any case, the cash alljistance should not continue indefinitely. 

1.127. The question of grant of cash assistance for deoilcd rice 
brand for the year 1979-80 and onwards was examined by the Minis-
try of Commerce. On the basis of the recommendations of the 
M"mistry for grant of cash assistance at 15 per cent of f.o.b. value for 
1979--82, the Cash Assistance Review Committee decided to grant 
cash assistance at 12.5 per cent of f.o.b. value for a period of three 
years. The minimum. target subject to which casb assistance was to 
be admissible was, however, increased from 3 lakh tonnes to 3.5 lakh 
tonnes. Government have recently decided that cash assistance on 
deoiled rice bran which was valid upto 31st March, 1982 would now 
be available upto 31st March, 1981. Cash assistance on this com-
modity thus stands withdrawn with effect from 1st April, iDSl. 

1.128. Besides cash assistance which amounted to Rs. 7.91 crores 
during the years 1170-71 and 1975-76 to 1978-79 Goveniment had also 
provided incentives like total exemption of excise duty (Rs. 4.55 
crores from 1970-71 to 1978-79) for production of rice bran oil, excise 
rebate (Rs. 2.M crores from 1971-72 to 1977-78) to soap and vanas-
pati industry for use of rice bran oil, and interest subsidy for en-
couraging production of rice bran alid promoting export of rice bran 
extractions. 

.. 1.129. As per latest information furnished by the Ministry of Com-
merce, the cost to the exchequer on account of excise rebate on the 
use of rice br&D oil in soap making during the ~,ear  1977-78, 1M8-79 
and 1979-80 amounted to Rs. 148.42 lakhs. Rs. 193.50 lakhs and-
... 133.29 lakhs respectively. Further, the revenUe foregone due to 
total exemption of excise duty on the production of rice bl'tlll oil· 
during the calendar years 1977, 1978 and 1979 amounted to Ks. 53 
lahs, Rs. M lakhs and Ks. 152 lakhs respectively. 

1.130. The Committee hope that with the various incentives 
alNady available for the production of rice bran oil and its use in 
soap and vanaspati inaustry. interest subsidy for export of rice bran 
extraetions, loans to rice mnls at favourable rates of interest, etc. 
it would be possible for the exporters of de-oiled rice bran to ~ 

t_ their ezport perform.ace and compete in the international 
market without having to depend on cash assistance. 

1.131. The COJDJIlittee are informed by the MiniStry of Agriculture 
t .. t poultry and dairy development programmes recruire larger 
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quantity of cattle feed and that de-oiled rice bran is an important 
ingredieat in the cattle-feed. The Ministry had observed that they 
had been constantly suggesting to the Ministry ~of Commerce for 

imposition of quota restrictions on the export of deolled rice bran. 
The representative of the Ministry of Agrieulture also stated before 
the Committee during evidence: "So far as eash assistance is eOD-
eemed, for the last three years and at least ever sinee 197'1 we have 
been consistently  suggesting that the eash assistance should not be 
there. In the Cash Assistance Review Committee also we have 
specifieally mentioned that we do not want to encourage exports of 
this eommodity and also we are not in favour of any eash assistanee". 
In this eontext, the Seeretary, Ministry of Commeree stated: "The 
Commerce Ministry with the tools and instruments available with 
it is eharged with the responsibility of inereasiAg the exports at 
7 per eent per year. We have now increased it tu 10 per cent. We 
have also the responsibility to try and persuade all sectors of Indian 
economy to make their respective eontributions in the export etforts". 
It is evident· that there has been diverrence of views between the 
Ministries of Agriculture and Commerce in thi's matter. As appre-
hended by the Ministry of Agriculture, unrestricted f'xport of deoi1ed 
rice bran could result in price escalation and shortage of this eom-
modity within the country. The Committee therefore expect that 
there would be closer coordination and a balance. struck so that 
exports of this commodity are restricted and not encouraged by 
grant of eash assistance but regulated in such a way that the total 
production of rice bran oil and rice bran extraction is not affected 
and escalation in domestic priees affecting po lt~  and dairy deve-
lopment in the country is not experienced. 

1.132. The Committee find that ever sinee 1970 when eash assis-
tanee was sanctioned on the export of deoiled rice bran, it has been 
drawn by the Solvent Extractors' Asspeiation of Iadia throu,h a 
siDgle eonsolidated elaim and disbursed to the individual elllPOrters. 
The Ministry of Conunerce have stated that even though the con-
solidated J:tlll was submitted by the Association, it was always sup-
ported by the necessary documents of individual exporters. The 
Secretary of the Ministry of Commerce stated before the Committee 
during evidence that "it was a new pl'oeedure designed to meet a 
certain situation when exports altove a ~rta r quantity alone were 
to qualify for cash compensatory suPPOrt The decision makers at 
that time ook the view that perhaps routing it through. such an 
orpnisation would be more administratively convenient". The 
Committee have been infonned that there IuuI practically been nG 
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delay on the part of SEAl in disbursing the amounts to individual 
exporters. In a later reply furDished to the Committee on 31st 
January, 1981, the Ministry of Commerce have informed that "the 
matter has however been considered in the light of the evidence 
before the PAC on 27th December, 1980 and a decision has since been 
taken to disburse cash assistance admissible on this item for exports 
in 1980-81 directly to the exporters and not through the Association 
of exporters as in the past:' 

1~ . While the Committee take note of the above decision, they 
would like to be informed whether there are other commodities also 
where cash assistance is distributed by Government through the 
associations of exporters.. The desirability or otherwise· of conti-
nuing payments of cash assistance in such manner may also be re-
viewed and the result thereof intimated to the Committee. 

NEW DELHI; 

April 20th, 1981. 

Chaitra 30,· 1903 (S). 

CHANDRAJIT YADAV, 

Chairman, 

Public Accounts Committee. 



APPENDIX I 

CASH ASSISTANCE FOR EXPORT OF DEOILED RICE BRAN 

Audit PATA 

During the process of rice milling, the layer round the endo-
sperm i$ removed together with a portion of the polishing. This 
separated layer is called 'rice bran'. By the solvent extraction pro-
cess rice bran can yield 14 per cent of oil leaving 84 per cent of 
deoiled !"ice bran. The deoiled rice bran is mainly used as an in-
gradient for mixed feed for cattle, poultry and pigs. Extraction of 
rice bran oil was undertaken as part of the national programme 
for increasing the production of edible oils in tn'2 country in order 
to meet the shortfalls. The total potential of rice bran oil at the 
end of the 5th 'Plan was estimaten at 3.4 lakh tonnes. 

In july 1979, there were 103 rice bran oil (besides other ve,.table 
oil) processiQg units registered with the Directur General of Tech-
nical Development (DGTD). The ammal capacity for rice braJl 
extraction was of the order of 15.48 lakh tonnes of raw bran. The 
oil pl"oduced was mainly of industrial grade for consumption in the 
soap industry, excepting a small percentage of edible grade used in 
the manufacture of vanaspati. 

The quantity of rice bran processed, rice bran oil and deoiled 
rice bran pl"Oduced during 1975-76 to 1978-79 are given below:-

Year 

1975-,6-

19?6-77 

1977-78 

1978-79 

----- ----------
Rice Rice Deoikd 
bran bran oil rice bran 
prOCt'lled product"d pnxlucM 

2 3 

(In lakh. oft·.)nnel) 

2-65 

5·40 

5.66 

6.60 

0.36 

0.80 

0·97 

4 

Source: Solvent Extractors' AaIociation of India (SEAl). 

63 
,. 



64 

To encourage the production and utilisation of rice bran oil, 
Government had given from time to time the following incentives:-

. 
total exemption of excise duty (Rs; 112 per tonne) on the 
production of riee bran oil since 1960; 

excise rebate on the use of rice bran oil in soap making 
(Bs. 350 per tonne of oil used) and in manufacture of 
vanaspati (Rs. 100 per tonn~ Qf. oil used); 

provision of loans to rice mills (Bs. 7.5 crores to 500 mills 
every year) at favourable rates of interest; 

interest subsidy for export of deoiled rice bran under 
the Export Credit Scheme; and 

eash assistance on exports of deoUed rice bran. 

The principal countries importing deoiled rice bran from India 
are Holland, Singapore, U.K., West Germany, Taiwan and Malaysia. 
The exports and internal consumption of deoiled rice bran during 
19'10-71 to 1978-79 were as foUows:-

=-F.o.b. F.o.b. ~tit  

Year 
value UDit 10111 

oCtoDDeI) (Ra. in value 
~ t  CIOI'CI) (Ra.per 

toDne) oftoDDeS) 

-----" 
(a> (b) (c) (d) 

1970-71 . 1.25 2.20 1']6 0.19 

1971-72 . 1.6g 2·99 177 0·40 

1972-73 . 1.2S 2.68 218 0·40 

1975-74 . 1.24 4·85 392 0·34 

1974"75 . 1.19 4·0(.6 S7. 0·35 

1975"']6 • 1.95 8.91 457 0·S5 

19']6-77 . 4.07 23.00 565 0.6g 

1977-78 . S·23 16.07 497 J .01 

1978-79 • 4·45 17·g6 40S 1.10 

SoIlnlC: (a, b, c) upto 1977-78 Director General, Commercial Inte~  and Statisti-; 
(DGCIS) , 19i8-79, DEAl, (d) SEAl. 
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2. Cash a i tan ~a  assistance for export of deoiled rice 
bran was sanctioned in 1970-71 from the Marketing Development 
Fund (MDF) to bridge the gap between cost of production and 
. f,o.b. realisation; it was discontinued between April 1971 and 
March 1975 and was reintroduced from 1975-76. The rates of cash 
. assistance were as follows:-

Period 

1St April 1970 to 31st March 1971 

1St April 1971 to 31St March 1975 

; 1St A:1rilI975 to gut March 1976 

1St April 1976 to 311t March 1977 

1St April 19i7 to ::It It Man:h IgIIlz 

Ratr. (ill pen::entage of .o.b. value) 

15 perc cent for etpcX1II above 70,000 tonne 

ND 

• 15 per cent tOr eIpCIl'II above I Ia1da tIDancI 

17 I'. per CIIDt .. apartI abDve I IaIda 
IDIlta pnwIded aporII I'IlIICbecl 1.5 
Iakb IDDDcI. 

• I. 1/. per ceat.abject to the eapartI beiDg 
DOt _ thaD S IaIda IiIIaIMs dull .. 197MB 
to 1978-79 and 3.5 Jakh tonnea ainiilg 
1979:.s0 to l!)fh-8!! . 

. 3. Cash assistc&nce deci8io7t frOm 19'10-71 to 19'14-75: 

In 19619, the Board of Trade Sub-committee on oil seeds, oils anel 
. oilcakes had recommended cash assistance OD. deofled rice braD. 
at the rate of 15 per cent of f.o.b. value. The cost data :furnished 
by the exporters of deoiled rice bran were examind by the DGTD 
who held ( January 1970) that it was difficult for him to check the 
cost data as the price of rice bran, which varied from State to State. 
was dependent on the quality of bran, but observed that then! was 
a case for cash incentive as there was an element of loss in exports 
and that the cost of rice bran and processing charges assumed by 
the exporters were quite reasonable. Thus, even though the DGTD 
could not check the cost data, he made the erroneous observation 
that the processing charges assumed were reasonable. In May 
1970, the Ministry of Finance agreed to the proposal of cash assis-
tance at the rate of 15 per cent of f.o.b. value far exports above 
70,000 tonnes with a view to encouraging production Ilf r;ce bran 
extractions and oU. One of the conditions of cash assistance was 
that exports were to be canalised through the SEAr. 

Formal sanction for the grant of cash assistance for exports 
from 1st April, 19'10 to 31st March, 19'71 was issued in December 
1971, i.e., nine months after the close of the ftnandal vear 
. with retroo"."ectfve effect as an assurance had been i e~ to 
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the trade in June 1"970; and on the exports for 1970-71, Rs. 14.47 
lakhs of cash assistance were paid in March-J une 1973. The 
MiniStry of Commerce stated {December 1~ ~ that t ~ i~ ~ of 
formal orders W'as 'te:pt pencJing for fina1lsatlon of mstltutlonal 
arrangements and that the formal sanction was iossued in December 
1971 in continuation of the earlier assurance of June 1970. 

In August 1971, the Ministry of C.ommerce made out a case for 
extension of cash assistance for the year 1971-72. After analysing 
the cost data earlier examined by the DGTD, the Ministry of Fin-
ance observed (March 1972) that there was nO justification for 
grant of cash as assistance there was no loss in the exports. 

The matter remained under correspondence between the SEAl, 
the Ministry of F'iliallee and the Ministry of Commerce. On ana-
lysis of the cost data furBished by the SEAl in June 1972, the 
Ministry of Finance observed (July 1972) that they could not verify 
it as it ·appeared to be based on some "hypothetical" fieures; in the 
cost data furnished (AllguSt 1973) my the SEAl, the Ministry of 
Finance found no loss. Since the SEAl could not produce reliable 
cost data to prove loss in exports of deoiled rice bran, no cash 
assistance was·gran'te4for ~ ·tklriBg 1-971-72 to 1974·75. 

4. Re-introd1Lc'tion of cti8h assia'tcince in 1975: 

In December 1974, the SEAl submitted statement showing the 
cost of rict!bran processessing and realisation on the sale of oil 
and ·extractions for the period January 1974 to August 1974 in justi-
fieation for its claim for cash assistance. According to this state-
ment, while processing of rice bran was shown as profitable to the 
extent of Rs. 51 to Rs. 53 .pe!" tonne in two months. there was loss 
of Rs. 20 to Rs. 103 per tonne during the remaining six months. 
The f.o;b. realisation for these 8 months as adopted bv the SEAr 
varied from Rs. 251 to Rs. 30'7 ~ tonne (average its. 282 per 
tonne), whereas accOI"ding to the statistics published by the Director 
General, Commercial Intelligence and Statistics (DGCrS), the f.o.b. 
realisation ranged from Rs. 300 to Rs. 559 per tonne (average 
:Bs. 269 per tonne). The average f.o.b. realisation for the previous 
year, i.e. 1973-74 was Rs. 392 per tonne. The cost data were not 
based on the records of any representative unit. 

In their proposal, the Ministry of Commerce maintained 
(February 1975) that exports of deoiled .rice bran were faUing after 
1~ 1. due to it ~ra al of cash assistance. They held that de-
oIled rice bran reqUIred sales promotion and export acceptance by 
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of exports above 88,080 tonnes and 10 per cent of f.o.b. value as 
market development assistance. 

The Ministry of Finance reiter .. ted (February 1975) that it was 
not advisable to re-introduce cash assistance On an ad hoc basis 
without a proper detailed ,:,ost study by the Cost Accounts Branch. 
They however stated that in case the Ministry of Commerce felt 
sft"ongly that the cash assistance should be introduced without 
waiting for detailed cost study, it could be introduced at the rate 
of 15 per cent of the f.o.b. value over 1.15 lakh tonne of exports 
proviSionally subject to aijustment on the basis of rate that might 
be fixed-after detailed cost study. 

The Cost Accounts Branch of the Ministry of Finance o ~er e  

(February 1975) that the cost data furnisheri, by the ·SEAI were Dot 
susceptible of verification by it and from those figures the overall 
position of cost and realisation for the entire period or for 1974 
could not be worked out. In March 1975, the Main Marketing 
Development Fund -(MMDF) Committee considered the matter and 
decided to grailt cash assistance at 15 per cent of the f.o.b. va:Iue of 
exports in excess of the first ODe lakh tonRes. The Committee 
directed that detailed cost study be completed in any case bef-ore 
September 1975, on ftlebasisdf which the rate of cash assistance' 
could be reviewed or revised for prospective application. 

On 19th April 1 ~ the Ministry of Commerce issued a sanction 
stipulating, inter Alia, that:-

the cash assistance would be admissible only to exporter! 
registered with the SEAl and on exports routed through 
the latter which would subg:tit a smgle consolidated ap-
plication for cash assistance to the Joint Chief Controller 
of Imports and £xports (JCCI£), Bonibay, by 30th June. 
1976 along with prescribed documents; 

-' the amount of cash -assistance was to be calculated on· 
the basis of export figures of the DGCIS, Calcutta; 

the cash assistance was subject to review on the basis of 
detailed cost study to be completed before 30th Septem-
ber, 1975, Govennnent reserving the right to reduce or 
withdraw cash assistance even before 31st March, 1976;' 
and 
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change in the rate would have no retrospective effect, but 
would be made applicable prospectively. 

On 17th October 1975, an amendment was issued laying down 
-that cash assisUpice would be admissible on the basis of export 
figures furnished by the SEAl or DGCIS, whichever were less. 

5. Results of cost study for 1975-76 __ 

In pursuance of the decision of the MMDF Committee, the 
·SEAl was asked in AQrU 1975 to furnish the names of five rice 
bran processing units which might be willing for the cost study 
by Government Cost Accountants. Without furnishing the cost 
data, the SEAl stated in September and December 1975 that the 

·.case was -based on the need for developmental assistance ancl not 
on the plea of losses incurred by the industry. The Ministry of 
-Commerce pointed out (January 1976) that the decision for grant 
of cash assistance was based on both marginal profitability and the 
possibility of expansion of exports. The SEAl was also told that 
in cae the industry was making high profits, there would be no case 
for developmental. assistance also and if the SEAL persisted in its 
attitude. Government would be left with no alternative but to 
-accept the recommendations of the Ministry of Finance to stop cash 
assistance. In January 1976, the SEAl furnished names of three 
representative units for cost study. 

Instead of proceeding further with the cost study, the Ministry 
-of Commerce p!"oposed (March 1976) to make the provisional 
sanction for 1975-76 valid as final sanction and not to pursue the 
cost study. The Ministry of Finance did not agree as the precondi-
-tion of cost study was not waived by the MMDF Committee. In 
November 1976, they asked the Ministry of Commerce to withold 
the payment of cash assistance till the cost study was completed, 
but no orders to this effect were issued by the Ministry of Com-
merce. Had such orders been issued, payment of cash assistance 
would have been withheld by the JCCIE. 

The SEAl furnished the cost data only in January 1977 although 
it was asked to do so in April 1975. According to the cost study 
reports in 'l'espect of firms 'A', 'B' and 'e' (April-May 1977), re-
'turn on cal)ital of 'A' and 'B' expressed as percent.age of r;apital 
·during 1973-74, 1974-75 all'd 1975-76 and average f.o.b. cost anet 
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.average I.o.b. realisation for 1975-76 (in case of 'C' for 19'16) were 

.as under: 

'H' 

'C' 

Avrrage 
Percentages of retum of capital f.o.b. cost 

------------------per tonne 
1973-7l 1974-7:. 1975-76 

Avrrage 
f.o.b. 
realisation 
per tonne 

Rs. Rs. 

(Profit before interest chargt'S. tax and bonus) 

16.6 11·7 

Ill.', :aG•oo 

Percentage 
of profit 
on r.o.h. 
cost 

9·5 

SO·I 
------------------------------------

Source: Reports of Cost .\ccounts Branch) 

The Cost Accounts Branch observed e r ~ 1978) that the 
:3 units, cost of production of which was studied., were represen-
tative of the industry as their exports during 1975-76 were about 
'30 per cent of the total exports and that there existed no case for 
.any cash assistance on the exports during 1975-76. 

Before the cost study reports were received, the JCCIB, Bombay 
-disbursed cash assistance amounting to Re. 52 lakhs in December 
1976 and Rs. 4.22 lakhs in March 1977 on the basis of the cla;ms 
sent by the SEAl on expor18 made during 1975-76, balance of RB. 1.57 
lakhs was paid in :May 1979. Thus, Government did not invoke 
its right to withdraw cash assistance even when, the SEAl did not 
furnish cost data for completion of cost study before 30 September, 
1975. Had Government invoked its right to withdraw the 
cash assistance when cost study was not completed by 30th 
September 1975 and had orders been issued by the MiDistry of 
-COmmerce as advised (November 1976) by the Ministry of Finance 
to withhold payments of cash assistance, the aforesaid payments 
(Rs. 56.22) lakhs) would not have been made by the JCCIE. Be-
Sides, although the sanctlon was proviSional, no specific bond for 
claiming refunds of payments already made was taken from the 
SEAl while tlisbursing cash assistance in December, 1978 and 
March 1S117. 
TIle Ministry of Law, whose advice was sought in March 1978, 

()bserved (April 1978) that:-

"The Government reserved its right to reduce of withdraw 
cash assistance even before 31st March, 1976 provided, 
however, that such change in the rate Of cash assistance 
was not be given retrospective effect •... 

. . . . . . even though 30th September 1975 expired, no commu-
nication was sent to the Association (SEAl) to the effect 
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that since it was not cooperating in glVIng i'nform'ation 
(on the basis of which cost study could be made), the cash 
assistance contemplated under letter dated 19th April 
1975 was not to be given ...... Not only this, it appears 
that on 17th October, 1975 the Government sent a letter 
to the Association purport'ng to '3Ubstitute clause (f) 
of the letter dated 19th April, 1975 by a new clause. This 
could show that the Government not only did not elect 
to put an end to the scheme of cash assistance ...... but 
also acquiesced in that letter and the scheme remaining 
in force even after the expiry Of 30th September 1975. 

In its telex me93age dated 6th December 1975, the Govern-
ment said that the non-cooperation of the Association 
in carrying out cost study..... . .. may result in sU'3pen-
sibn of cash assistance................ no '3uspension of 
cash assistance W'a'3 in fact made even thereafter. In 
fact, in terms of the letter dated 19th April 1975, the 
Association would have submitted a sinble con'3olidated 
application for the grant of cash assistance ............. . 
by 30th September 1976, ............................ a 
pc;rt:on· of cash .'a'3sistance, namely Rs. 52 lakhs was given 
in December 1976 and another Rs. 4.22 lakhs were paid in 
March 1977................ This would be further evi-
dence of acquiescence on the part of the Government. 

In view of the above, it does not appear to be legally per-
missible to del\y cash assistance .......... for the exports 
made during 1975-76." , 

It was accordingly decided (June 1978) on the advice of the 
Ministry of Finance that Government would take into account the 
fact of overpayment and would try to lower the rate of cash 
assistance suitably for 1979-80. No action was however, taken on , 
this decision. Thus, by not implementing the decision of the MMDF 
Committee for getting the cost study done before 30th September 
1975, the Miutry of Commerce made unjustified payment of 
Rs. 57.79 lakhs to the SEAl on the basis Of provisional sanction of 
19th April, 1975. 

6. Sanction of cash assistance for 1976-77. 

In January 1976 new guidelines for sanctioning of cash assistance 
were issued which necessitated review of the existing cash 'assis-
tance rates. The inter-ministerial committee on cash assistance in 
its meeting in March 1976 decided to continue the existing rates 
of cash 'assistance up to 30th J-.e, 1976 only. In the case of deoiled 
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lice bran, the agenda paper circulated for the meeting indicated 
that cash ass!stance at 15 per cent of the f.o.b. value had been 
allowed on exports of deoiled rice bran made during the year 1975-
76 subject to the condition that exports of first one lakh tonne 
would not qualify for ca6h assistance. The Committee decided to 
grant cash assistance at the rate of 17.5 per cent of f.o.b. value pro-
vided exports during 1976-77 were not less than 1.5 lakh, tonnes; 
exports of the firl3t one lakh tonnes did not qualify for ass;stance. 
however, issued (April 1977) for the year 1977-78 only. 

While submitting the proposal for the continuance of cash assis-
tance for the year 1976-77 to the inter-ministerial committee, the 
condition, that the cash assistance for 1975-7fi was provisional and 
was subject to detailed cost study to be completed before 30th 
September 1975, was not mentioned in the agenda papers. Thus, 
by not indicating the condition of cost study, which could not be 
conducted till March 1976 due to non-cooperation Of the industry, 
full facts of the case were not brought to the notice of the Com-
mittee. Had the aforeosaid position been brought before the com-
mittee, it might not have sanct;oned the cash assistance by over-
ruling the decision of the MMDF Committee,  as was done in· a 
similar case Of dehydrated onions where the condition of cost study 
was mentioned in the agenda papers of 13th March 1976 and the 
committee did not agree to the continuance of cash assistance. 

The criterfa of cash assistance were changed in January 1976 
from compensation for loss to development assistance. But the 
target was fixed at 1.5 lakh tonnes which was lower than the actual 
exports of 1.95 lakh tonnes of the previous year (1975-76). Thus, 
a lesser target than the previous year's export performance was 
fixed, but the rate of cash ass;stance was increased from 15 to 17.5 
per cent of f.o.b. value; this was done notwithstanding the fact that 
in January 1976, that Ministry of Commerce had clearly indicated 
to the SEA! that if the industry was making high profits, there 
would be no case for development subsidy also. 

As per pUblished figures of the DGC!S, Calcutta the average 
f.o.b. re~l' ation was Rs. 374 per tonne in 1974-75 and Rs. 457 per 
tonne in 1975-76. The profitabi1fty of the exports was IWt, however, 
examined before extending cash assistaDICe for 1976-77. Thus, 
there was hardly 'ally justification in March 1976 for the grant of 
cash assistance (which amounted to Rs. 3.07 crores during 1976-77) 
before the completion of cost study. 

7. Sanction of cash assistance for 1977-78 and 1978-79. 

Wlule the cost study for 1975-76 was still being conducted by 
the Cost Accounts Branch of the Ministry of Finance, the Ministry 
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of Commerce proposed (February 1977) the grant of Cash Assistance" 
for three years from 1977-78 to 1979-80 at the rate of 20 per cent of 
the f.o.b. value over the exports above one lakh tonnes subject to 
a minimum export ceiling of 3 lakh tonnes. In February 1977, the-
Cash Assistance Review Committee (CARC) agreed  to grant cash 
assistance at the rate of 12i per cent of f.o.b. value for 1977-80 on 
the condition that exports should not be less than 3 lakh tonnes. 
The reasons for abandoning the floor level Of one lakh tonnes were 
not indicated in the decision. Sanction for  cash assistance was, 
however, issued (April 1977) for the year 1977-78 only. 

In reply to an audit query a'3 to "Why the floor level of one lakh 
tonnes was g;ven up the Ministry of Commerce stated (August 1979) 
that the casli assistance was reduced from 17.5 per cent to 12.5 per 
cent and it was allowed 0 nevery tonne of deoiled rice bran export-
ed. While the rate was reduced, there was no reduction in the over-
all quantum of cash assistance patd and it proved more advant-
ageous to the exporters. The SEAl claimed cash assistance for ex-
ports during 1977-78 at the rate of 12.5 per cent on Rs· 14.80 crores 
being the f.o.b. value of 3.09 lakh tonnes of deoiled rice bran, which 
worked out to Rs 1.85 crores whereas calculated at the rate of 
17.5 per cent on 2.09 lakh tonnes (after deduction Of proportionate-
f.o.b. value of one lakh tonnes), it came to Rs. l.75 crores only. 
Thus, without making any comparative study of the amount of cash 
assistance payable on the old as well as the revised basis with 
reference to exports (value: Rs. 23 crores) in 1976-77, and by giving 
up the floor level of the first one lakh tonnes Of exports, Govern-
ment had to pay cash assistance of Rs. 10 lakhs more for exports 
during 1977-78. 

It may be mentioned that the average unit value realiation per 
tonne on exports of deoiled rice bran increased to Ri;. 565 per 
tonne in 1976-77 from Rs. 457 per tonne in 1975-76. This a~pe t of" 
profitability was not kept in view wh;le extending the cash assis-
tance for 1977-78. 

The proposal for grant of cash assistance for exports dUring 
1978-79 was not submitted to the CARC as it had", while agreeing to 
the cash assi'stance for 1977-78, agreed in principle to extend the' 
cash assistance tm 1979-80. However, the Ministry of Finance ob-
served (March f9'18) on the proposal that the cost study under-
taken for 1975-76 had not established any loss in exports, that the" 
exports were already lucrative, and that the need for cash assis-
tance required fresh review by the CARC. It was decided (March· 
1978) by the Ministry of Commerce that 'a quick cost review' bring-
ing out the justlficat;on for cash assistance would be taken up before-
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30th June, 1978. The sanction for cash assistance for 1978-79 was .. 
however, issued on 3rd April, 1978 and it contemplated a review 
to be completed be.fore 30th June, 1978 on the basis of 'detailed 
study'. The information supplied by the SEAl in May 1978 indi-
cated that the exports were made at losses ranging from Rs. 71 to 
Rs. 04 per tonne during 1975-76, from Rs. 31 to Rs. 159 during 
1976-77 and from Rs. 109 to Rs. 231 per tonne during 1977-78. The 
Ministry of Commerce analysed the data and recommended (May 
1978) extension of cash assistance for the whole year 1978-79. 

The Ministry of Finance observed (June 1978) that it was diffi-
cult to imagine that the industry was exporting at a loss of RI. 100 
per tonne even after taking hto a ~ 'o nt the cash assistance. They 
held that the data furnished by the SEAl could not be accepted 
unless corroborated by the Cost Accounts Branch of the Ministry of 
Finance. The cost study for 1975-76, which was conducted tlU1'lnl 
March-May 1977, had shown no loss and thaf; there was no justl-· 
fication for the cash ·assistance. They advised that a p!"oper cost 
study would necessary for the continuance of the cash assistance. 

In June 1978, a meeting of the Committee of Secretaries was 
held wherein a general decision was taken that more emphasis 
should be laid on development of market need than on f.o.b. leaH-
sation vis-a-vis cost of manufacture. In Septemhe!-1978, the CARC 
considered the case where the represnetative of the Ministry of 
Finance a~ observed that since the oil prices had gone up, it 
was profitable to export the by-products and that the cost study 
undertaken earlier had not justified the grant of cash assistance. 
Nevertheless, the CARe decided to extend the cash assistance up 
to 31st March, 1979 and desired that beyond that date the case would 
be examined under new criteria framed for the period 1979-80 on-
wards. 

8. Cash assistanee for 1979-U: 

On the recommendations (January 1978) of the Alexander Com-
mit~, the pattern of cash assistance was to be revised. The 
AJexander Committee, while recognising the promotional role of 
cash assistance in the country's export efforts, recommended that 
cash assistance should be given for a limited period only. On the 
basis of recommendations Of the Ministry of Commerce for grant 
of cash assistance at 15 per Qent of f.o.b. value for 1979--82, the 
CARe decided to grant cash assistance at 12.5 per cent of f.o.b. value 
for a period of three years. Accordingly, sanction was issued to 
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this effect in January 1979. The sanction did not contain any 
provision fOr withdrawal, reduction 'or revision of the rate of cash 
,assistance. It would be seen that deoiled rice bran was being ex· 
ported from tpe country for the last 15 years and cash assistance 
had been continuing since 1970-71 except for 1971-72 to 1974-75; 
this was contrary to the recommendations of the Alexander om~ 

mittee. 

9. Domestic requirements vis-a-vis exports of deoiled rice bran: 

The National Commission on Agriculture estimated that in 1978-
79 the requirement of concentrates for cattle and poultry feed would 
be 25.445 mWion tonnes the total availability had been estimated 
at 16.464 million tonnes leaving a gap of 9 million tonnes. The Com-
mission recommended (1976) that livestock feed i~  includes 
rice bran should be diverted from exports and feed to high pro-
-.ducing liv.tock. The Alexander Committee had also recommended 
(January 190m) that in respect of products of agricultural origin it 
would be necessary to limit exports to spe:oific quantities. 

At the time of re-introduction of cash assistance in 1975-76; in 
Lhe Policy Advisory Committee meeting held in January 1975, the 
representative of the Ministry of Agriculture had indicated thlilt the 
exports of deoiled rice bran would raise the domestic prices of 
poultry teed ann might affect the poultry development in the counU'y. 
However, when the policy on cash assistance on deoiled rice bran 
was discussed in the meetings of the MMDF Committee and the 
CARC held in March 1975, March 1976 and February 1977, the re-
presentatives of the Ministry of Agriculture were not invited by 
the Ministry of Commerce. The Ministry of Agriculture re:oom-
mended (May 1977) to the Ministry of Commerce restriction on 
exports of deoiled rice bran up to 1.5 lakh tonnes during 1977-78 
and to withdraw cash incentive as it increased the domestic prices. 
In the CARe meeting held in September 1978, the representative 
of the Ministry of Agriculture observed that instead of subsidising 
exports of deoiled rice bran, its production should be encouraged 
to inCl"ease its domestic use within the country. The Ministry of 
Agriculture had also objected (March 1977) to the proposal of 
exemption of export duty On the deoiled rice bran. 

NotWithstanding the aforesaid position. the' Ministry of Com-. 
merce, while recommending the cash assistance had also along esti-
mated the demand of deoiled rice bran within the country below 
'me lakh tonnes and permitted unrestricted exports. The exports 
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of deolled rice bran during 1975-76 to 1978-79 were between f11 per 
cent and 89 per cent of the total production. 

AMUL (Kaire District Co-operative Milk Producers Union Ltd. 
Anand), which is the major producer of milk products and supplies 
pasteurised milk to the ot ~ Dairy, Delhi, Greater Bombay Milk 
Scheme and the Defence Services, represented on 19th May, 1979 
to the Ministries of Commerce and Agriculture about the scarcity 
and price rise of deoiled rice bran due to the exports. It had in-
dicated that the prices of deoiled rice bran had gone up from 
Rs. 350 per tonne in July 1978 to Rs. 625 in May 1979 and had re-
quested not only for abolition of cash incentives but also for levying 
export duty to enable local feed manufactU'!'ers to purchase feed 
ingradients at reasonable rates. 

The Ministry of Agriculture stated (June 1979) in reply to an 
audit query that "exports of agricultunl commodities including 
livestock feeds are controlled by the Ministry of Commeree and 
this Ministry has been constantly suggesting to the Ministry ot 
Commerce for imposition of quote '!'eStrictions on the export of 
deoiled rice bran. It appears that the Ministry's advice had not 
been heeded by Ministry of Commerce ...... Exports of precious 
raw material such as livestock feed which are required indigenously 
would be against the national interest...... The Department of 
Agriculture is against providing cash incentives for export of lives-
tock feed. This matter has already been communicated to the 
Mmistry of Commerce. . . . .. Exports of rise bran should be imme-
diately brought under quota restriction". 

Nevertheless, cash assistance on exports of deoiled rice bran 
has been decided to be continued up to 1981-82. 

10. Export duty levied on the deoUed rice bran: 

From 22nd January, 1977 to 13th May, 1977, export duty at the 
rate of Rs. 125 per tonne was imposed on the exporters of deoiled 
rice bran. An amount of Rs. 1.54 crores was recoverable from the 
i!xporters of deoiled rice bran, out of which only Rs. 16 lakbs could 
be recovered 'during the period; the balance was yet to be recovered 
(30th June, 1979). The exporters had been representing for ex-
emption from the payment of ez,ort duty. On 30th July, 1977, the 
Ministry of Commerce took up the matter with the Ministry of 
Finance for retropective exemption on the ground that the ex-
porters were being paid cash assistance for promoting exports. The 
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MiDistry of Finance held (August 1971) that, p ~~~,.. ~ i t ::: 

ment of duties was not possible and suggested that ~ ~rtera. 

incurred a loss, the Ministt'y of Commerce could consider ~~ 
sating them by cash' assistance. -

: ~ .~~ 

The SEAl .was, accol:dingly, asked to submit the cost data whicJl" 
were re ~ e  in October 1978. The SEAl indicated a loss Of 
Rs. 107 to Rs. 179. per tonne; the cost data were not with refer~. 
to the records of ''Bny representative unit. The Cost A ' o n~; 

Branch of the Ministry of Finance, While. ,analysing the cost ~. 
6bserved (June 1979) that the SEAl had over staten the processing' 
charges and certain recoveries available had not been adjusted· 
while working out the loss. They held that if these factors were 
taken into a'Ccount there would be a profit of Rs. 46 to 65 per tonne 

I 

for January 1977 to May 1977 .. 
'. ~. 

Rejecting the case' for re-imbursement of export duty frmntbe. 
MDF, the Ministry of Finance held (July 1979) that the data fur-,. 
nished by the SEAl were unrealistic and that the cost study.for 
the year 1975-76, which was completed in March-May 1977;· bad 
already proved that the exports were oveorpaid Rs. 57.79 lakhs as 
cash assistance for 1975-76, 

11. Quantum of cash assistance and other benefits to exporters: 

Exports of deoiled rice bran amounting to Rs. 68.14 'rore .~ 

been made during the years 1970-71 and 1975-76 to 1978-79,:oD 
which cash assistance would work out to Rs. 7.91 crores out of 
which a sum of Rs. 5.57 crores had been paid till July 1979. In 
addition, excise duty foregone on production of' 4.06 lakh tonnes of 
rice bran oil during the years 1970-71 to 1978-79 amounted to 
Rs. 4.55 crores. Besides, rebate in excise for use of rice bran oil 
in production of vanaspati and soap amoqnted to Rs. 2.94 crores 
during 1971-72 to 1977-78. 

In spite of all these concessions, no 'r~ar  'and development 
work to increase the production' of edible grade rice bran oll-'" 
been undertaken by the industry; bulk of the oil produeea is of 
industrial grade and used in soap industry. 

It was noticed in audit" that out of the 103 rice bran procesaiDra. 
major share of exports (68 to 83 per cent) and cash assistance (_ 
to 82 per cent) went to 15 leading processors and 19-21 m~ 
exporters only during 1976-77 to 1978-79. 
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12. Distribution of cash assistance: 

According to the sanctions for ~  assistance on exports of 
d.eoiled rice bran issued from 1970-71, cash assistance was to be 
drawn by the SEAl through a single consolidated claim. How-
ever, Government had not laid down any guidelines regarding the 
actual manner of distributing the cash assistance among the ex-
porters. For the years 1975-76 and 1976-77, when cash assistance 
was admissible on the exports aoo ~ .the ,first one lakh tonnes, the 
SEAl distributed the cash assistance on tonnage basis for 1975-76, 
but adopted f.o.b. value basis for 1976-77 and 197'7-78. The Minis-
try stated (December 1979) that from 1977-78 onwards cash assis-
tance was admissible on every tonne of export as a percentage of 
f.o.b. value. Distribution shoula, t ~refore, be strictly in accord-
ance with the quantity exported' by' each exporter. 

13 Summing up: 

The following are the main points that merge:-

-For encouraging production of rice bran oil and promoting 
export of rice bran extractions, Government provided 
incentives of total exemption of excise duty (Rs .. 4.55 
crores from 1970-71 to 1978-79) for production of rice 
bran oil, excise rebate (Rs. 2.94 crores korn 1971-72 to 
1977-78) to soap and vanasp,ati industry for use of rice 
bran oil interest subSidy for' export of extraction and 
cash assistance (Rs. 7.91 crores up to 1978-79) on exports 
of the extraction during 1970-71 and 1975-76 to 1981-82. 
The latter was introduced in 1970-71 without cost studies. 
The cost data furnished by the trade in 1969 was rlOt 
based on the records of any representative unit, but was 
based on assumed figures which, when analysed by the 
Ministry of Finance in 1971-72, proved no loss, but con-
firmed profitability of exports; cash assistance for ex-
ports; cash assistance for exports during 19'70-71 was 
given (December 1971) retrospectively; payment of 
Rs. 14.47 lakhs (made in March-June 1973) for 1970-71 
was, thus, unjustified. 

Cash assistance was suspended during the years 1971-72 
·to 1974-75 following the cost studies which showed Pl'oftt. 
But it was again introduced from 1975-76 and made ope-
rative up to 1982 without any cost study in spite of the 
advice of the Ministry of Finance to the contrary. Gov-
ernment failed to invoke its right to suspend cash 
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assistance before 30th September, 1975, which resulted in 
unjustified payment of Rs. 57.79 lakhs made on the basis 
of provisional sanction which stipulated a pre-requisite 
condition of cost study before 30th September, 1975. 

Cash assistance for 1976-77 was sanctioned by the inter":, 
ministerial committee without condition of cost study set 
by the MMDF Committee being brought to its notice by 
the Ministry of Commerce; exports amounting to Rs. 68.1' 
crores during 1970-71 and 1975-76 to 1978-79 attracted 
cash assistance of Rs 7.91 crares which was not justified. 

Abandonment of floor level and reduction in the 'l""ate of 
cash assistance in 1977-78 was more advantageous to the 
exporters and involved additional payment of Rs. 101akhs. 

Unrestricted exports of deoiled rice bran till 1982 had 
been allowed contra'l'y to t\le adVice of the Ministry of 
Agriculture, which recommended restrictions on exports, 
since it was adversely affecting the poultry and dairy 
development programmes of t ~ country. 

As a result of export dutv levied (January 1977) on this 
item, an amount of Rs. 1.54 crores was recoverable from 
the exporters; only Rs. 16 lakhs had been 'l'ecovered so 
far (30th June, 1979). 

No guidelines were issued by Government for the distri-
butiQn of cash assistance by the SEAl to the individual 
exporters. 

[Paragraph 1 of the Advance Report of the Comptroller and Auditor 
General of India for the year 1978-79, Union Government 
(Civil).] 
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EXTRACTS FROM TIlE NOTING IN MINISTRY OF FINANCE 
IN FILE NO. Ist/3I/6g-EP (M&.M) IN WHICH THAT MINISTRY 
AGREED TO THE GRANT OF CASH ASSISTANCE W.E.F. 1-4-1970. 

MINISTRY OF FINANCE 

(Departmeat of F&peadIt1II'e) 

The proposal under consideration in this file relates to the grant of cash 
assistance on the export of rice, bran extractions of 1arge quantity of rice 
bran is produced in the country in the process of rice milling. This rice bran 
contains a certain proportion of oil t~~ extraction of which is very important 
in the context of our shortage of oil m the country. However, the greater 
proportion of rice bran which comes out in the process of rice milling is used 
in India directly as a cattle-feed and only a small fraction is subjected to an 
extraction process in which the oil is extracted and what may be described 8ti 
deoiled rice bran is left for used as cattle feed. The Ministry of Foreign 
Trade feel, however, that we should encourage extraction of oil from rice 
bran and the e por~ of rice bran extractions. This proposal to give a subsid;r 
on the export of rice bran extraction is a e~ OD the idea of encouraging more 
rice bran extractions to be produced so that m the process the country's require-
ment of oil may also be met at least to a certain extent. 

st. Last year about 70,000 tons of rice bran extractions were exported 
largdy to U.K., without any cash assistance being allowed from Government: 
In order to encourage the conversion of larger quantities of rice bran into oil 
and rice bran extractions, the Ministry of Foreign Trade have suggested a 
15 % cash assistance on all export of rice bran extractions, on condition that 
a minimum target of 90,000 tons is achieved. 

3. While the 'object of encouraging the larger conversion of rice bran into 
oil and rice bran Cxtractions is certainly a laudable tone, in the context of the 
shortage of oil in the country, the fact perhaps ft'JDIlins that if 70,000 tons of rice 
bran extractions could be exported last year without any cash assistance 
it should be possible to do the same this year also. However the Ministry of 
Foreign Trade are of the view that U.K. which is our principal buyer o( rice 
bran extraction, at present, cannot take any more of thiS commodity, if, there-
fore, any quantity above 70,000 tons is to be exported, new markets will 
have to be established for that purpose. The establishment of aew markets for 
rice bran extractions would certainly necessitate the selling of rice bran 
extraCtions at lower prices in order to get a foothold in the new markets. Cash 
assistance on the excess amount exported above 70,000 tom could, therefore 
be thought as justified. ' 

40 The matter was discussed today in a meeting in the room of Secre-
ary, Foreign Trade when Secretray agreed that no caIh assistance need be 

79 



80 

paid on the first 10,000 tons of rice-bran extractions exportCQ during the 
current financial year but a cash assistance of 15% on f.o.b. realisation may 
be allowed on the excess quantity, over and above 70,000 tons which 
may be exported during the current financial year. For that purpose 
the Ministry of Foreign Trade would organise an Association of the Rice 
Bran Exporters or manufacturen; and would make the 
cash assistance available through that Association. Actually the details of 
the arrangement may be worked out later but what seems to be necessary 
is that the cash assistance should be announced very quickly so that substantial 
results by way of added conversion of rice bran into oil and rice bran ex-
tractions, and additional exports, may be assured during the current financial 
year. For that reason, we may agree to 15% cash assistance being given on 
the quantity in excess of 70,000 tons exported during the current financial 
year. 

5. The f.o.b. value of rice bran extraction is about RS.350 per ton. 
If the exports reach a figure of 90,000 tons, i.e. 20,000 tons more than last 
year, the additional f.o. b. l"ealisatio, may be of the o. del" of Rs. 70,000. The 
cash assistance at the rate of 15% will amount to about Rs. 10· 5lakhs which 
in the present context may not be too high a price to pay for additional foreign 
exchange earnings of the order ofRs. 70lakhs. Side by side with that, the 
additional oil which will become available in the country on account of higher 
production of rice bran extractions will be another asset and that will result 
in further saving in foreign exchange as a correspondingly smaller quantity 
of oil will have to be imported from abroad. 

6. Minister (K) m1.y kindly see and approve the proposal. 

Sd/-
(B. B. Lal) 

Additional Secretary 
19-5-1970 

Sd/-
(R K. Khadilkar) 

23-5-70 
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Cash assistance on the export of deoiled 
rice bran was recommended for the 
first time in Ig69 by the Board of 
Trade Sub-Committee on oil seeds 
oils and oil cakes at the rate of 15 per 
cent of f.o.b. value. According to 
the Ministry of Commerce, the 
considerations which weighed with 
the sub-Committee while recommen-
ding cash assistance on export of 
deoiled rice bran were (a) that 
exports hitherto of this item were 
confined only to U.K. and new outlets 
were needed for the promotion of this 
export; (b) with the closure of Suez 
Canal, freight rates had increased 
and that had neutralised the advan-
tage of devaluation of Indian rupee; 
(c) cost of processing was more in 
the case of rice bran extraction as 
compared to other extractions like 
cotton seed extractions; and Cd) it 
would facilitate greater production 
of rice bran oil in the country. The 
cost data furnisIa.ed by the exporters 
of deailed rice bran in 1969 was for-
warded to O.D.T.D. who held in 
January, 1970 that it was difficult 
for him to check the cost data as the 
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price of rice bran which varied from 
State to State was dependent on 
the quality of bran. At the same 
time he observed that there was a 
case for cash assistance as there was 
an element ofloss in exports and that 
the cost of rice bran and processinr 
charges assumed by the exporters 
were quite reasonable. In May 
1970, the Ministry of Finance agreed" 
to the proposal of cash assistance at 
the rate of 15 per cent of f.o. b. value 
for exports above 70,000 tonnes 
with a view to encouraging produc-
tion of rice bran extractions and 
oil. Accordingly, cash assistance 
was sanctioned for the year 1970-71. 

The Ministry of Commerce made 
out a case in August 1971 for 1 he 
extension of cash assistance for the 
year 1971 -72 on the plea that it would 
encourage the availability of rice 
bran oil and increase the exports of 
deoiled rice bran thereby earning 
more foreign exchange therefrom. 
However no cash assistance was allo-
wed during the years 1971-72 to 
1974-75 as in the cost data furnished 
by the Solvent Extractors' Associa-
tion of India (SEAl) the Ministry 
of Finance found no loss and they 
were of the opinion that cash assis-
tance should be given only if there 
was loss in under-taking exports. 

In December 1974, the SF..AI, sub-
mitted a statement showing the 
cost of rice bran processing and 
realisation on the sale of oil and 
extractions in justification for its 
claim for cash assistance. According 
to this statement, the f.o.b. realisa-
tion was Rs. 282 per tonne on 
average. The Ministry of Commer-
ce have stated that this cost data. 
for the period January-June 1974 
revealed that the poorer econODUCB-
of rice bran processing wa.'!' 
to higher cost of processinJ gl-eater 
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problem in CXJ:orting deoilcd rice 
bran as compared to ground nut Icx-
tractions". 

. The SEAl also furnished figures indi-
cating that exports of deoiled rice 
bran during the years 1971-72, 1971-
73, 1973-74 and 1974-75 amoWlted 
to 1.47, 1.18, 1.06 and 1.02 1a1dl 
tonnes respectively. The Ministry of 
Commerce have stated that the dec:-
line in exports with reference to the 
figures of 1971-72 indicated that 
withdrawal of cash assistance had aD 
adverse effect. The Ministry accord-
ingly recommended cash assiJtaDce 
of:as. 60 per tonne of exports above 
80,000 tonnes and 10 per cent of 
f.o.b. value as market development 
assistance . 

.:-... ~.

... lit, .. '-

The Committee observe that aCcording 
to the statistics published by the 
Directorate General of Commercial 
Intelligence and Statistics, Calcutta 
the average f.o.b. realisation on lale 
of exports of deoiled rice bran during 
the relevant period in 1974 WIll 
Rs. 36g per tonne as against the 
average of Rs. 282 per tonne indicated 
by the data furnished by SEAl. 
Further, according to DGCIS figures, 
exports during the yean 1970-71, 
1971-72, 1972-73, 1973-74 and 197oV15 
were I. 25, I. 6g, 1.23, I. 24 and 
1 . 19 Jakh toDDCI respectively which 
meant that the expoI'III after 1970-71 
were either more or about the same 
as in 1970-71 when Do cash usistance 
was allowed on thae exports. The 
Committee coDlidc:r that it was UD-
wile on the part of the Ministry of 
Commerce to have recommended 
grant of cash aaistanre only on the 
buis of the figures furnished by a 
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private organisation. Before consi-
dering the question of grant of cash 
assistance the proper course was to 
have verified the data furnished by 
SEAl with thc;,. f:igures furnished by 
the DGCIS,' 'Qitclltta wldCh is the 
primary Government agency for com-
pilation of such information . 

{) 1. I'll i~ ommer e:  In this context, the Secretary, Ministry 
of Commerce stated during evidence 
that the DGCIS figures become avail-
able after a gap of two months or 
so and that there were practical diffi-
culties in expediting the same. The 
Committee would like to emphasise 
that cash assistance is a direct outgo 
from the Consolidated Fund of India 
and is given on several commodities. 
I t is therefore necessary that decisions 
on grant of cash assistance should be 
based on verified data. The Committee 
there fore desire that the causes of 
delays in cOfupilUig'/the 'aata By 
DGCIS which is also under the ad-
ministrative control of the Ministry 
should be gone into and improve· 
ments effected to expedite the same' 
The argument of the Ministry of 
Commerce that they had to depend 
upon the data furnished by the SEAl 
is not wholly tenable because al-
though the latest figures of 1974-75 
m!ght have not been available with 
them at the time of recommending 
enension of the cash assistance, the 
figures of 1971-72, 1972-73 and 
1973-74 (which clearly showed larger 
exports than which bas been shown 
by SEAl) were entirely available 
with them from the DGCIS • 

,.. .... ,. . .. ';-. 
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., . ,. .In their proposal, the Ministry of 
Commerce had maintained (Feb-
ruary 1975) that exports of deoiled 

a.......... rice bran were falling after 1970-71 

---_ .. -... __ . 



(I) 

-------

:8 1. 113 Commerce 

due to withdrawal of cash assistance 
The recommendation of the Ministry 
of Commerce for grant of cash as-
sistance was not accepted by the 
Ministry of Finance who reiterated 
that it was not advisable to reintro-
duce cash assistance without a proPf'.r 
detailed cost study by the Cost Accounts 
Branch of the Ministry of Finance. 
However, in March 1975 the Main 
Marketing Development Fun\l Com-
mitee (which includes representatives 
of the Ministry of Finance) considered 
the matter and decided to grant cash 
a i~tan e at 15 per cent of the f.o.b. 
value of exports in excess of the first 
one lakh tocnes. The MMDF Com-
mittee also directed that detailed cost 
study be completed in any case before 
30 September 1975 on the basis of 
which cash assistance would be 
reviewed or revised for prospective 
application. In punuance of this 
decision sanction for grant of cash 
assistance for the period 1-4-1975 to 
31-3-1976 was issued on 19-4-1975. 
It was stipulated therein that Govern-
ment reserved the right to reduce or 
withdraw cash assistance even before 
31-3-1976 and that the c:han!l:e would 
have no retrospective effect, but would 
be made applicable prO'Jpectiveiy. 

In pursuance of the decision of the 
MMDF Committee, the SEAl 
was asked in April 1975 to furnish 
the names of five rice bran proceIIing 
units which might be willing for 
the COlt study by Govmunent Cost 
Acccountana. In January 1976. 
the SEAl furniabed names of three 
iepU>aentative units for COlt study. 
Cost data of these firma was fur-
nished 0Dly in January 1977. The 
reports of COlt study doae by the 
Cost Accouota Brauch in ApriL 
May 1977 iDdicated profit of 22,2 
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per cent of and 9.5 per cent on r.o.b. 
oost in the case of two firms on the 
basis of figures of 1973-74 to 1975-76, 
when no cash assistance was allowed, 
and 50.1 per cent in the case of the 
third firm taking into account the 
data for 1976 only. The Cost Ac-
counts Branch observed that these 
three units were representative of 
the industry as their exports dwing 
1975-76 were about 30 per cent of 
the total exports and that there 
existed no case for any cash assis-
tance on the exports during 1975-76. 
The representative of the Ministry 
of Commerce also conceded during 
evidence saying that there was no 
loss on exports. 

In January 19']6, new guidelines for 
sanctioning Of cash assistance from 
1-4-1976 were issued on the basis of 
the recommendations of the Bose-
Mullick Committee. In the revised 
guidelines, it was provided that the 
rates of cash assistance ~re to be 
determined by a balanced judgement 
of the following criteria: (a) ~ 
potential and domestic availability 
as well as supply elasticity of the 
products; (b) import content and 
domestic value added; (c) approxi-
mate implicit subsidy, if available 
UDder the import replenisbment 
scheme; (d) compcmation for ir-
recoverable taxes and levies; (e) 
difference between the domestic cost 
and international price of indigenous 
inputs and raw materials; (f) coat 
of entry into DeW markets; and (g) 
a cut off point upto which subsidy is 
to be allowai. The issue of the 
revised guideliues nec:csitated re-
view of the eDting cash assistaDce 
rates. A meetiug of the inter-minis-
terial committee on cash .';stulce 
was held in March 1976 UIIdc:r the 
Cbairmamhip of C}gnmrrce Secre-
tary where Additioaal Secretary 

----------------------------------------------------------------------------------
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of the Department of Economic 
Affairs and Expenditure and Miniatry 
of Industrial Development were 
also present. This Committee 
decided to grant cash assistance at 
the rate of 17.5 per cent of the f.o.b. 
value provided exports during 1976-77 
were not less than 1.5 Jakh tonnes 
and also subject to the condition that 
exports of the first one Jakh tonnes 
did not qualify for cash assistance. 
While submitting the proposal for 
the continuance of cash assistance 
for the year 1976-77 to the 
inter-ministerial Committee in March 
19']6, the condition that the cash 
assistance on deoiled rice bran for 
1975-76 was subject to detailed cost 
study to be completed before 
3o-g-1975 was not mentioned in 
the agenda papen. Thus, by not 
indicating the condition of cost study, 
full facts of the case were not brought 
before the inter-ministerial Com-
mittee. 

The Committee deplore the fact that 
in spite of the decision taken by the 
Main Marketing Development Fund 
Committee in March 1975 that the 
cost study should be completed 
in any case before September 1975 
on the basis of which cash assistance 
could be reviewed or revised, the 
Ministry of Commn-ce recommended 
in March 1976 grant of cash assistance 
for the year 1976-77 although cost 
study had not been completed by 
that time. What is more distressing 
is the fact that in the agenda papers 
placed before the inter-mimstcrial 
Committee, the fact that cash assis-
tance on c:teo-Jed rice bran for 1975-76 
was subject to detailed cost study 
was not IDCDtioned. The Committ", 
consider this as a snious omission. 

When asked during evidence as to why 
cash assistance was recommended for 
1976-77 even before completion of 
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cost study, the Secretary, Ministry 
of Commerce referred to the revised 
criteria laid down by the Bose· 
Mullick Committee and. observed: 
"Those are the seven items which are 
mentioned. Cost study was eli· 
minated. It was decided that cost 
study would not be the criteria to 
decide whether support should be 
given or not". The Comrnittee are 
surprised that such interpretation-
was given to the revised criteria. 
The criteria referred to by the Bose-
Mullick Committee were in the 
nature of general assessments and 
were not capable of objective analysis 
on the basis of quantification. Fur-
ther, it was nowhere stated that cost 
study should not be done. The 
Committee are of the view that the 
concept that cash assistance is in-
tended to span the gap between the 
cost of production of an export 
product and the f.o.b. realisation 
accruing f.· 1m it~ export as also a 
detailed eXaIT'ination of the cost 
structure a"e relevant even after the 
issue of l'e\" .sed criteria laid down bv 
the Bose-Mullick Committee and 
those laid down later by the Alexander 
Committee. As cash assistance is 
given on a wide range of commodities. 
the Committee would like the Gov-
ernment to examine the matter 
and. clarify the policy in this-
regard. 

Further, the Committee observe that 
as per figures published by DGCIS, 
the average f.o.b. realisation from 
export of deoiled rice bran was Rs. 
374 per tonne.in 1974-75 and Rs. 457 
per tonne in 1975-']6. The 
profitability of the exports was not 
however examined by the Ministry 
of Commerce before extend ing 
cash assistance for 19'16-77. Consi-
dering also the tact that in January 
19']6, the Ministry of Commerc e 
had clearly indicated to the SEA,. 
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that if the industry was making high 
profits, there would be no case for 
development subsidy also the ~ 

mission of proposal by the Minis-
try of Commerce for 1976-77 and 
the grant of cash assistance at the 
increased rate of 17.5 per cent for 
1976-77 as against the rate of 15 
per cent for 1975-76 by the inter-
ministerial Committee in March 
1976 was, in the view of the Com-
mittee, not justified. 

In March, 1976. the Ministry ,f 
Commerce proposed to make the 
provisional sanction for 1975-76 valid 
as final sanction and not to pUI"'llt' the 
cost study. The Ministry of Finance 
did not agree as the pre-condition 
of cost study ",as not waived by t ~ 

MMDF Committee. 

In a meeting held by the Commerce 
Secretary on 26-10-1976. it was de-
cided that the cost study for 1975 
should be considered both by the 
Commodity Division of the Ministry 
of Commerce and the Ministry of 
Finance. Subsequently on 2-11-1976 
the Financial Adviser of the Ministrv 
of Commerce had suggested: "if 
cash assistance for the whole year is 
now paid, it will be very difficult 
to make re o eri ~ in case cost 
study reveals that cash assistance 
is not justified. On the contrary, if 
payments are kept pending and cost 
study is completcd quickly, amounts 
can be released provided cost study 
justifies the cash uaistance." The 
next  note ~ on the file on 
12-11-76 was by the Jt. Seaetary of 
the Ministry of Commerce dealing 
with Agriculture which read: "I 
called the Chainoan, Solvent Extra-
ctors' AIIociatiOll and have clearly 
to1d him that cash aaistaDce for· 

------------------
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1975-']6 would not be made available 
at all until they fully cooperate and 
have the cost study for 1975-']6 
completed'. FA may kindly ask his 
.. taft" to get in touch with him for 
further action." As, according to the 
Ministry of Commerce, in this case 
the letters regarding payments to 
be made to SEAl by the Jt. Chief 
-Controller of Imports and Exports, 
Bombay were to be issued by the 
Agriculture Division of the Ministry 
of Commerce, no information seems 
to have been communicated to JCCIE, 
Bombay suggesting stoppage of the 
payment till the cost study was com-
pleted. When asked why no such 
communication was sent to JCCIE, 
the Additional Secretary of the Minis-
try of Commerce stated during evi-
dence: "I am unable to say anything 
from the file as to why admjnis-
trative side could not send instruc-
tions." In this context, the Secretary, 
Ministry of Commerce stated: "The 
Financial Adviser gave his advice 
in a note. If one is to go by what is 
on record, then the note of (Jt. 
Secretary) does not indicate that he 
had authorised the issue of instruc-
tions stopping payment. It is silent 
on that point." In the absence of 
any instructions from the Ministry 
of Commerce for stopping payment, 
the JCCIE, Bombay disbursed cash 
assistance amounting to Rs. 52 lakhs 
in December, 1976 and Rs. 4.22 
lakhs in March, 1977 on the basis of 
the claims sent by the SEAl on ex-
ports made during 1975-']6. Balance 
of Rs. 1.57 lakhs was paid in May 
1979. The Committee take a serious 
view over the non-issue of instructions 
by the Ministry of Commerce to 
JCCIE for stoppage of payment of 
cash. assistance resulting in the dis-
bursement of Rs. 57.79 lakhs to 
SEAl. They would therefore like 
the matter to be investigated by a 

----- --------------------------
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team of senior officers outside the 
Ministry of Commerce with a view to 
fixing responsibility and identifying 
the lacuma in procedure so that such 
costly lapses do DOt recur. The re-
port of the Team should be furnished 
to the Committee within six months. 

While the cost study for 1975-76 was 
still being conducted by the Cost 
Accounts Branch of the Ministry of 
Finance, the Ministry of Commerce 
proposed (February, 1977) the grant 
of cash assistance for three years 
from 1977-78 to 1979-80 at the rate 
of 20 per cent of the to.b. value over 
the exports above one Jakh tonnes 
subject to a minimum ceiling of 3 
Jakh tonnes. In February, 1977, the 
Cash Assistance' Review Commitace 
agreed to grant cash assistance at 
the rate of 12.5 per cent of £o.b 
value for 1977-1980 on the condi-
tion that exports should not be leas 
than 3 Jakh tonnes. Sanction for 
cash assistance was issued in April. 
1977 for the year 1977-78 only. 
FJoor level of one Jakh tonnes on 
which cash assistance was not available 
earlier was, however, abandoned. 

The proposal for grant of cash allis-
tance for exports during '978-79 
was not submitted to the Cash AssU-
tance Review Committee as it bad, 
while . to the cash 8IIistaDce agreemgagreed . ..pIe 

.. _---

for 1977-73, m pnna to 
extend the cash assistance till 1979-80. 
However, the Ministry of Finance 
observed (March, 1978) on the pro-
posal that the cost study undertaken 
for 1975-76 had not estabished any 
loss in exports, that the eEpOrts were 
already lucrative, and that the need 
for cash assistance required fresh 
review by the CARC. The Ministry 
of Commerce then decided that a 
"quick cost review" briDging out -
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justification for cash assistance would 
be taken up before 30-6-1978. Instead 
of waiting till the results of this re-
view, the Ministry of Commerce 
in the meantime issued on 3-4-1978 
sanction for cash assistance for 1978-79 
which contemplated a review to be 
completed before 30-6-1978 on the 
basis of "detailed study". 

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

The information furnished by the SEAl 
in May 1978 indicated that the ex-
ports were made at losses ranging 
from Rs. 71 to Rs. 204 per tonne 
during 1975-76, from Rs. 31 to Rs. 159 
during 1976-77 and from Rs. 109 to 
Rs. 231 per tonne during 1977-78. 
The Ministry of Commerce themselves 
analysed the data and recommended 
in May 1978 extension of cash assis-
tance for the whole year 1978-79. 
According to the Ministry, the figures 
sUPFed by SEAl had been certified 
by mdependent cost accountants and 
chartered accountants and that the 
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cost data revealed shortfall in £0. b 
realisation.' The Ministry have added 
that the figures supplied by SEAl 
were not verified by the Cost Ac-
counts Branch· of the Ministry of 
Finance as it would have been a 
"time-consuming process" aDd ac-
cording to the revised criteria laid 
down by the Bose Mullick Com-
mittee such a study was not an es-
sential pre-requisite for recommending 
grant of cash assistance. 

The Committee have already commen-
ted upon in their earlier reports on 
various cash assistance schemes re-
garding the undesirability of placing 
total reliance on unverified data. 
Here they would like to point out 
that there was no justification for 
the Ministry of Commerce to have 
by-passed the requirement of veri-
fication of data furnished by SEAl 
on the ground that it would have 
been a time consuming process er 
that cost study was not necessary 
under the revised criteria. The Com-
mittee must express , heir displeasure 
over the fact that the decisions had 
been taken by the Ministry of Com-
merce and approval given by the 
Main Marketing Development Fund 
Committee, Inter-Ministerial Com-
mittee and the Cash Assistance Re-
view Committee for grant of cash 
assistance on deoiled rice bran for 
the years 1975-76 onwards inspite 
of the reservations expn:ssed re-
peatedly by the Ministry of Finance. 
The Ministry of Finance had on 
several occasions asserted that there 
was no loss on the exports of deoi1ed 
rice bran and in any case it was 
necessary to have cost study done 
on the basis of authentic data. On . 
the basis of the information placed 
before the Committee, it is c1e8r that 
the Ministry of Commerce did DOt 
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seriously consider the objections raised 
by the Ministry of Finance from time 
to time and for no plausible reasons 
the completion of cost studies was 
delayed. 

The Committee also do not appreciate 
why the Ministry of Finance 
inspite of their reluctance in the 
initial stages had ultimately agreed to 
the grant of cash assistance knowing 
fully that their main objection of non-
compliance of cost study had not been 
met before the case for further exten-
sion of cash assistance was mooted by 
the Ministry of Commerce. The 
Committee find that the cash assis-
tance on export of this commodity 
was sanctioned in 1970-71 and then 
re-introduced in 1975-76 and conti-
nued up to 31-3-1981 without any cost 
study which established any loss on 
exports. Thus, the entire payment of 
Rs. 13· 79 crores made on this account 
upto December 1980 was not justified. 

The question of cash assistance was 
further examined by the Alexander 
Committee which recommended in 
its report dated 31-1-1978 that cash 
assistance should be based on (a) 
compensation for those indirect-taxes 
in the production cost which are not 
refunded through the duty draw-back 
system; (b) om~tion for freight 
and other cost differentials; and (c) 
for providing initial promotional ex-
penditure for new products and in 
developing new markets. The 
Alexander Committee recognised that 
the cash assistance should be available 
only for a limited period during 
which the . relevant disadvantages 
could be eliminated by conscious 
efforts. In any case, the cash assis-
tance should not continue indefinitely 

The question of grant of cash assistance 
for deoiled rice bran for the year 
1979-Bo and onwards was examined 
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by the Ministry of Commerce. On 
the basis of the recommendations of 
the Ministry for grant of cash assis-
tance at 15 per cent off.o.b. value for 
1979-82. the Cash Assistance Review 
Committee decided to grant cash 
assistance at 12.5 per cent of f.o.b. 
value for a period of three years. The 
minimum target subject to which cash 
assistance was to be admissible was, 
however, increased from 3 lakh tonnes 
to 3' 5lakh tonnes. Government have 
recently decided that cash assistance 
on deoiled rice bran which was valid 
upto 1 I~  would now be avail-
able upto 31-3-lgBl. Cash assistance 
on this commOdity thus stands with-
drawn with effect from 1-4-lgBl. 

Besides cash assistance which amounte 
to Rs. 7.91 crores during the years 
1970-71 and 1975-76 to 1978-79 
Government had also provided in-
centives like total exemption of excise 
duty (Rs. 4 .55 crorcs from 1970-71 
to 1978-79) for production of rice bran 
oil, excise rebate (Rs. 2.94 crorcs 
from 1971-72 to 1977-78) soap and 
vanaspati industry for use of rice bran 
oil, and interest subsidy for encourag-
ing production of rice bran and 
promoting export of rice bran extract-
tions. 

& per latest information furnished by 
the Ministry of Commerce, the cost to 
the exchequer on account of excise 
rt.bate on the use of rice bran oil in 
soap making during the years 1977-78, 
1978-79 and 1979-& amounted to 
Rs. 148.42 lakhs, Rs. 193' 50 lakhs 
and Rs. 133.29 lakhs rc:spectively. 
Further, the revmue foregone due to 
total exemption of excise duty on the 
production of rice bran oil during the 
calendar years 1977, 1978 and 1979 
amounted to RI. 53 lakhs, Rs. 94 
lakhs and Rs. I S2lakhs respectively. 
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The Committee hope that with the 
various incentives already avaliable 
for the production of rice bran oil and 
its use in soap and vanasparti industry 
interest subsidy for export of rice 
bran extractions, loans to rice mills 
at favourable rates of interest, etc. 
it would be possible for the exporters 
of deoiled rice bran to substain their 
export performance and complete in 
the international market without hav-
ing to depend on cash assistance. 

The Committee are informed by ~. 
Ministry of Agriculture that poultry 
and dairy development programmes 
require larger quantity of cattle feed 
and that deoiled rice bran is an 
important ingredient in the cattle-
feed. The Ministry has observed 
that they had been constantly suggest-
ing to the Ministry of Commerce for 
imposition of quota restrictions on the 
export of deoiled rice bran. The 
representative of the Ministry of 
Agriculture also stated before the 
Committee during evidence : "SO far 
as cash assistance is concerned, for the 
last three years and atleast ever since 
1977 we have been consistentlysug-
gesting that the cash assistance should 
not be there. In the Cash Assistance 
Review Committee also we have 
specifically mentioned that we do not 
want to encourage exports of this 
commodity and also we are not in 
favour of any cash assistance." In 
this context, the Secretary, Ministry 
of Commerce stated; "The Commerce 
Ministry with the tools and instru-
ments available with it is charged with 
the responsibility of increasing the 
exports at 7 per cent per year. We 
have now increased it to 10 per cent. 
We have also the responsbility to try 
and persuade all seeton of Indian 
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economy to make their respective 
on~ri tiOD  in the export efforts." 
It is evident that there has been 
divergence of views between the 
Ministries of Agriculture and Com-
merce in this matter. As apprehended 
by the Ministry of Agriculture, un-
restricted export of deoiled rice bran 
could result in price escalation and 
shortage of this commodity within 
the country. The Committee therefore 
expect that there would be closer 
coordination and a balance struck 
so that exports of this commodity are 
restricted IUld not encouraged by 
grant of casl-. assistance but regul ated 
in such a way that the total produc-
tion of rice bran oil and rice bran 
extraction is not affected and esr.ala-
tion in domestic prices affecting 
poultry ~  dairy ~e elopment in the 
country IS not experienced. 

The Committee find that ever since 1970 
when cash assistance was sanctioned 
on the export of deoiled rice bran, it 
has been drawn by the Solvent Ex-
tractors. Association ofIndia t ro ~  

a single consolidated claim and dls-
buned to the individual exporters. 
The Ministry of Commerce have 
stated that even though the conso-
lidated bill was submitted by the 
Association, it was always supported 
by the necessary documents of indivi-
dual exporters. The Secretary of the 
Ministry of Commerce stated before 
the Committee during evidence that 
"it was a new procedure designed 
to meet a certain situation when 
exports above a certain quantity alone 
were to qualify for cash compensatory 
support. The decision makers at that 
time took the view that perhaps 
routing it through such an organisa-
tion would be more administratively-
convenient." The Committee have 
been informed that there had practi-
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cally been no delay on the part of 
SEAl in disbursing the amount s to 
individual exporters. In a later reply 
furnished to the Committee on 3 J -1-81 
the Ministry of Commerce have in-
formed that "the matter has however 
been considered in the light of the 
evidence before the PAC on 17-12-1980 
and a decision has since been taken 
to disburse cash assistance admissible 
on this item for exports in 1980-81 
directly to the exporters and not" 
through the Association of exporters 
as in the past." 

• While the Committee take note of the 
above decision, they would like to be 
informed whether there are other 
commodities also where cash as.'1istance 
is distributed by Government through 
the associations of exporters. The 
desirability or otherwise of continuing 
payments of cash assistance in such 
manner may also be reviewed and 
the result thereof intimated to the 
Committee. 
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