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INTRODUCTION 

I, the Chainnan of Public Accounts Committee as authorised by 
the Committee, do present on their behalf this Eighty-Second Re-
port on action taken by Government on the recommendations of 
the 'Public Accounts Committee contained in "their Forty-Third Re-
port (Eighth Lok Sabha) on Central EXcise - Impact of reduction 
in dttty"OIrprices of refri'gerators and tyres. 

2. In their 43rd Report, while examining the impact of the 
notifications issued oy the Central Board of Excise and Customs on 
1 October, 1983 reducing excise duty on refrigeraton aDd certain 
specified tyres, the Committee' had observed that in IPlte of the 
duty exemptions, all the tyre manufacturers with the exceptfan of 
a state public sector undertaking increased the priC81 of tyres ill 
January, 1984. After examining the facts relating to the tJre In-
dustry in some depth, the Committee had recommended that the 
conditions relating to the industry should be studied further to ell-
sure that the industry was not able to manipUlate aDd distort the 
market forces to their advantage. In li~ Report, the Committee 
have noted that the Ministry of Industry have now III ap. Moni-
toring Cell in order to undertake the task If...anu.. 
ously monitoring the price trends of automotive tyre& 1'artbIr, 
after the completion of the phase.II study of the Bureau of r.. 
dustrial Costs and Prices (BICP) relating to the tyi-e Industry, It 
may be possible for Government to arrive at a long term solutiall 
on the question of prices of automotive tyres. The Committee haw 
expressed their hope that the Monitoring Cell would be suceessfal 
in keeping effective watch over price movements and. in taldng ~ 
propriate and timely ttleasures so ~ malpractices in the pricIDg 
and distribution of tyres are e:trectively prevented. The phase II 
study of the BICP ahould be completed expedftiously and DeeM-
.sary foI1ow-up action taken thereon promptly. ' 

3. The Committee have expressed their hope that the probe n01t 
being undertaken by the Monopoly and Restrictive Trade P i~ 

Commission (MRTPC) relating to pricing prac:tleetl, aDowing of 
discounts ete In ~ tyre Industry would be expedftIously completed. 
They have further recommended that after obtalnfng the report,s of 
the BICP and MRTPC, Government should expeditiously examine 
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(vi) 
them aDd. formulate an mtegrated polley designed to ensu.re the 
trowtll elf tile JDdua\rJ. wblle protecting the CODSUmers from being 
8p1oHed. '.' 

4. '!be Committee CODIldered and adopted tlrla Report at the1r 
sitttDg hIeld on 8 AprJl, 188'7. MJnutes of the sitting form Part n 
of tlle Report. 

6. Far facUlty of reference and convenience, the recommend&-
tlcma and observaticma of the Committee have been printed in thick 
type in the body of the :Report, and have also been reproduced in 
a CcmaoUdated form in the Appendix to the Report. 

8. '!be Committee place on record their appreciation of the asalst-
anee rmcJered: to .them in the matter by thle Oftlce of the Comptrol-
ler azul Auditor General of. India. 

N.w DIuu; 
:.fpru 8, 1881 

ChcIitTa 18. 1909 (8.) 

E.·AYVAPU REDDY. 
Chailrman. 

PUblic Accounts Commfttee. 



CHAPTER I 

REPORT 

This Report of the Committee deals with action taken by Govern-
ment on the Committee's recommendations/observations contained 
in their Forty-Third Report (Eighth Lok Sabha) on Paragraph 2.68 
of the Report of the Comptroller " Auditor General of India for the 
year 1983-84, Union Government (Civil), Revenue Receipts, Volume 
I, Indirect Taxes relating to Central Excise-Impact of reduction 
in duty on prices of refrigerators and tyres. 

2. The Committee's Forty-Third Report was presented to LOk 
Sabha on 29 April, 1986 and contabled 6 recommendatiollI. Action 
Taken Notes have been received from Government in respect of all 
the recommendations/observations. These Action Taken Notes have 
been categorised as follows: 

(i) Recommendations and observations that have bleeD accep-
ted by Government: I  ' 

S1. Nos. 1 to 5 

,(Ii) Recommendations and observatiOlll which the Committee 
do Dot desire to pursue In the Ught of the repUes MCelved 
from Government:, . 

s. No.6 

'(ill) Recommendations and observatioDS repUes to which haft 
not been accepted by the Comm1tflee and which require 
reiteration: 

-'NU-

(lY) Recommendations and observations In respect of wbicll 
Government haw furDJabed interim replieI: 

-8B- , ,. _. 0" 

3. The Commit1iee wm DOW iW with the acUon taken by GoY-
~  on some of theJr NOOhllU .. dations and ~ . 
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M!ed for study uf conditions relating to tyre ind.ustry 

(S. No. 3, Paragraph SO) 

4. As per notifications issued by the Central Board of Excise ancr 
Customs on 1 October, 19813, excise duty on refrigerators and certain 
specified tyres were ~ . The effective rates of excise duty on 
domestic refrigerators of capacity not. ~ i  165 litres was re-
duced from 40 per cent to 25 per cent ad valorem and for other refri-
gerators from 80 per cent to 50 per cent. Similarly, duty on speci-· 
:fied tyres was reduced from 60 per cent to 50 per cent ad valO7'em. 

5. In their 43rd Report (Eighth Lok Sabha), the Committee had 
examined the impact of those exemption notifications on the prices 
of refrigerators and specified tyres. The ~i  had observed 
that the prices of tyres went up in January, 1984 while prices of 
refrigtU'ators remained at about the same level All. the tyre manu-
facturers with the exception of a state public sector undertaking 
increased the prices of their tyres in January, 1984. As 
greater requests to roll back the prices went unheeded, Govern-
ment decided to withdraw the excise relief given to the tyre industry 
in the Union ;Budget, 1984, while the concession for the refrigerator 
industry was continued as the industry had co-operated at least by 
holding the price line. In Paragraph 80 of their Report, the Com-
mittee had observed/recommended as follows:-

"The Ministry of Industry maintain that it was administra-
tively difticu1t arid alSom-appropriate to impose price 
control in. multi-product industry without specific price 
control on the raw materialslinputs. It was the Minis-
try's oonsldiered view that in the prevailing buyer's mar-
ket it should be left to the market-forces to determine the 
prlcea of tyres with the Government assuming the ~ 

ponsibility to ensure that the production is maintained 
and there is no scarcity in the market. The Committee 
appreciate the force of those arguments but felt concemed 
that Government find itself helpless in the face of the manu. 
facturers' determination to keep prices at levels acceptable 
to th'em. '!'he Committee take note of the faet that the 
manufactunn ·h.". ~ . l l l s financially 
in: spite of their complaint that the profit margin is low or 
negUgible. The Public Accounts Committee have studied· 
. the facts J l ~ to this ~ s  in some depth. They are 
aattafted that' t!ie CODdIt1b6: riftilftrlt·fo • fndustry should 
be ItUtBed fmtber i~i ~ i ~ ~ that the tn-
dustry i8 not able to distort the market forces and mant-
pulate them to their advantage." 
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I. ... Ministry of FiDance-{Depal'tment of Revenue) have in their 

.m.on taken note stated as follows:-• 
, 
"On 5.5.84 the B.I.C.P. was entrusted to undertake a itudy ot 
the cost structure of tyres with a view to see whether and 
to what extent, price revision resorted to by the manu:: 
facturers during November, 1983 to January, 1984 were 
justified in terms of the increase in cost of production. The 
BICP was also requested to give its views as to the need 
as well as appropnate mechanism for administrative inter-
vention, if any, in the prices and distribption of tyres BI· 
a measure for stabilising the prices of tyres at reason-
able levela." 

'nle Chairman, BICP, in his letter dated 11th :May and 8th 
August 1984 clarified ~  the study would be taken up 
in two phases. The first phase would be limited to the 
verification and updating of the cost and technical data ot 
the industry examined in the Bureau's quick study carried 
out in 1983. The second phase of the study would involve 
an in-depth analysis of the tyre industry, encompassing the" 
o:verall economic, financial and technical structure of the 
industry, to provide a basis for the continuous monitoring 
of the costs and prices in the industry in the coming years. 
The phase I study, ah'eady submitted to Government is 
limited to verification and up-dating of costs, prices and 
technical data in the BICP (1983 Report) and analysis ot 
over all trend of profitability of the various companies. The 
phase n study is expected to be available by the end of 
the year 1986. After this detailed study is available it may 
be possible to arrive at a long term solution on the question" 
of prices of automotive tyres. It may be added that • 
Monitoring Cell has been set up in the Ministry of Irldtistry, 
in order to undertake the task of continuously monitoring 
the price trends of automotive tyrs." 

'I. Whm asked to .indicate the latest position in respect of the 
lltudy by the BICP, the Ministry of Industly (Department ot Inem.-· 
trial Development) vide their D.O. No. 1161BS-LR dated 18 Mai-cb, 
U87 stated as :foUo1N:-

-mcp 11 yet to submit Phue n of its Study Report. TheN" 
had beeD IOIIIe deJa, "on the part of the tJN compaDlellJt 
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giving the infonnation required. by the BICP. However, 
most of the material/information has been furnished 10 
BICP." 

Printing of price ~  manufacturlil1g date labels on ty7"a 

(S. No.3, Paragraph 80) 

8. Emphasising the need for protecting ~ s s from improper 
1rade manipulations, the Committee in Paragraph 80 of their 43rd 
:Report (Eighth Lok Sabha) had recommended:-

"The Committee would further like Government to consider 
the advisability of requiring the manufacturers to print the 
price and the date of manufacture on every tyre. This 
would at the very least warn consumers of any improper 
trade manipulations." 

9. In their note indicating action taken on the above recommen-. 
dation, the Ministry of Finance (Department of Revenue) have stated 
..as under:-

"AB regards the ·suggestion of requiring the manufacturers to 
print the price and the date of manufacture on every tyre, 
one of the recommendations of the Satyapal Committtee 
Report related to infonnative labelling  and marking of 
tyres and this aspect has been considered alongwith other 
recommendations of the RepOrt by the Development Coan-
en for tyre and tubes in its meeting on 8th May, 1986. To 
consider this aspect a Task Force, compriSing of Depart-
ment of Surface Transport, D.G.T.D., lSI and Automotive 
Tyres Manufacturers' Association (ATMA), has been CODStl-
tuted, who would submit a report in this regard. Simul-
taneously, the Ministry. of Industry has separately written 
to the Automotive Tyre Manufacturers' Association to 
consider implementation of this recommendation. Th. 
matter was also discussed at a meeting held in the Ministry 
of Industry on ~  with the tyre manufacturers, and 
It is expected that a mutually aceeptable arranpm.ent 
would be arrived at very 1IOOIl." 

10. '!be latest position on the above as intimated by the lIinistry 
-of Iaduatrt (Department of Industrial Development) vide their· D.O. 
Xo. 1/8/86--LR dated 18 March, 1987 is II foUowa:-

ltIJ.'Iie Task Force comprising of Department of Surface 'l'raJW-

. . port, 00'l'D. lSI and ATMA bas since submitted ita report 
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aDd the summary of recommendations Is annexed. It lIM 
beeJi decided that the lSI Certification Scheme be extended 
to all tyre, other than light commercial vehicles (LCV)' 
and trucks for the present. Some of the tyre compam. 
have also applied for the lSI inpursuance of this dechdoD 
The extension of this scheme to LCVs/truck tyres is being 
considered separately. As regards informative labelling on 
tyres, certain markings like manufacturers name, recog-
nised trade mark or brand, the size, plyratings, direction 
of rotation, are already being indic/(lted by the manufac-
turers. For labelling additional information like month ad 
year of manufacture, maximum selling price, maximum load. 
marking, minimum mileage guarantee, Government have 
held discussions with various authorities, including ATMA 
and consumer bodies. It has been decided that the month 
and year of manufacture and the maximum' seWn'gs price 
should be indicated on automotive tyres. The manner In 
which the decisions with regard to these labelUnp should 
be implemented is being considered keeping the coDSUmerB' 
interest in view. As regards minimum mileage guarantee 
and load marking, certain important issues have been raised 
and it has been decided to defer decision on these label-
linp. A meeting was held in the Department of Industrial 
Development on 11-3-87 to discuss the matter with the 
Ministry of Transport as well as the 1ST. The CODSeDIUS 
that emerged was that the decision in the matter be 
deferred till some of 'the major controversies are re&IOly-
eel" 

11. 'n1e summary of recommendations of the Task Force referred 
10 above fa as foUoWl:-

"1. It is recommeded that compulsory lSI cert1ftcation mark 
scheme should be enforced immediately by Approprtate 
Statutory order. I . 

I. Permanent marking of month and year of manufacture oa 
each lyre should be made mandatory. 

S. Manufacturers should compulsarlly lable on each tyre t1ie 
. maximum selling price on whfch the manufacturers would 

be, free to give 4fscounf:l. 
4. The Present practice of marking ply rating should be eonti-

nued. Permanent martlD'g of Load marJdnga 81 per lSI 
speciflcaftoDs should be made mandatory. 



6 
, 

: 5. Indication on the tyres  about the extent to which it could 
be used bef()re it was sent for retreading has been recom-
mended. Marking of manufacturers's name I recognised tt'ade' 
mark or brand, the size of tyre and direction of rotation for 
directional type of tyres be also marked distinctly. 

6. An arrangement may be arrived at, which wouJd subject the 
. tyre manufacturers to get the tyres periodically tested and 
areas of improvement indicated for incorporation. Either 
CIRT or URDE or both jointly could be designated to 
carry out such evaluation. 

7. Minimum mileage gUlil'antee marking could be introduced 
with immediate effect on scooter and car tyres and similar 
marking on bus/truck tyres would be considered further." 

Probe by MRTPC 

(S. No.4, Paragraph 81) 

12. Stressing the need for immediate Governmental action on 
certain issues relating to the pricing and distribution practices in the 
tyre industry, the Committee in paragraph 81 of their 43rd Report 
(EIghth Lok Sabha) had observedlrecommended:-

• 
"The facts stated in the foregoing paragraphs clearly identify 
some of the specific areas in the pricing and distribution 
of tyres which require immediate Government attention. 
In a note furnished to the Committee after evidence, the 
Ministry of Finance have stated that in pursuance of the 
recommendations made by Bureau of Industrial Costs and 
Prices (BICP) in its recent report, the Ministry of Industry 
have referred the issues-relating to pricing practices. allow-
ing of discounts etc. for a probe by the MRTP Commission. 
Committee trust that this. probe will be carried out witbl 
utmost expedition." 

IS. The Ministry of Finance (Depal-tment of Revenue) have in 
their action taken note stated as follows:-

"One of the suggesttons of· the lUCP RepOrt for spectftc liction· . 
by Government, is to conSIder whether it wOuld by appro-
priate to refer the issues of prices, discounts, ami trade 
and cUstribution practices and pollcies in the tyre industry . 
to. a probe by MRTP Commlssion. Government haft-
aCcepted this recOmmendation and the ilSUe bad ~ 
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relerred to MRTP Commission on 19th August, 1985 fol' 
initiating an immediate enquiry. After receipt of the 
recommendation of Public Accounts Committee, ~  matter 
has been again taken up with Chairman, MRTP Commis-
aion on 14th May, 1986 for urgent action in the matter." 

14. The Ministry of Industry (Department of Industry Develop-
aent) vide their D.O. No. l/6/a5-LR ~  18 March, 1987 stated 
tllat the MRTP Commission was yet to finalise its probe on the 
issue of prices, discounts and trade and distribution practice. and 
policie. of tyre industry. 

!,.Need for formulation of an integrated'tyre policy 

(S. No.5, Paragraph 82) 

15. Emphasising the need for fonnulating an integrated tyre policy 
designedJo maintain the growth of the industry and also to protect 
the consumer, the Committee in Paragraph 82 of their 43rd Report 

i ~  Lok Sabha) pad recommended:-

"During evidence, the representative of the Ministry of In-
dustry stated that the problems of tyre industl'J! 
require a total approach. In this connection, the 
Committee would draw attention to' the fact that a number 
of reports are now before the Government pending action. 
They include. the reports of the Bureau of Industrial 
Costs and Prices on costs pricing, distribution etc. the 
Satyapal COIllmittee on automobile tyres and tubes, the 
Tyre Development Council on taxation structure on tyres 
uel tubes. Government shOUld expeditiously examine these 
reports and formulate an integrated policy designed to 
maintain growth of the indusrty at a satisfactory pace, 
while ensuring that the consumers are protec;ted from ex-
ploitation and receive the benefit of whatever concel!l8ioJw 
are extended to the Industry." 

US. In their action taken note furnished' to the Committee, tile 
Ministry of Finance (Department of Revenue) have 'stated as 101-
10W$:-

"Government are taking all actions to expeditiously Implement 
the recommendations of the various Reports, namel,.. 
BICP Report (Phaae-I). Satyapal Committee Report OIl 

aummotive tyres and recommendations of Taxation Panel 
of Development Council for tyres and tubes. As regardl 
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BICP Report, two speci1ic points have been suggelted for 
action by Govenunent-flrstly, referring the issue of 
prices, discounts, and trade and distribution practicea' 
and policies in the tyre industry for a probe by !4RTP 
Commission and secondly, need for continuous mODi-
toring of' price trends of automotive .tyres. hl 
Government. As indicated .in the foregoing par .. , 
the Committee have accepted both these recommen-
dations. The first has been taken up with MRTP' 
Commission and for the second, a cell has been set up in 
the 'office of the Economic Adviser attached to the Ministry 
of'Industry to continuously monitor price trends of tyres. 
:rurther action would also be taken on receipt of the-
detailed Phase II study of the BICP. As regards, recom-
mendations of Satyapal Committee Report,· these have 
been discussed by Ministry of Industry initially with the 
concerned Ministries/Departments and subsequently con-
sidered in the meeting of Development Council for tyres 
and tubes. Further follow up action.has been initiated. As 
various polley issues of far reaching nature have been 
raised in the Report it would take some time for their 
examination. The recommendations of the Taxation Panel 
of the Development Council for tyre and Tubes, which 
deal with the fiscal pOlicieslstructure on ty,res 'and tubes 
and their raw materials, these were taken up by the Minis-
try of Industry with Department of Revenue, Ministry of 
FInance for consideration and action. The Govemment 
have noted the Committee's suggestion regarding an inte-
grated policy designed to maintain the growth of the bl-
dUstry at a satisfactory pace and also protect the consumer 
from being exploited and the action in this regard has to 
lome extent been initiated. However, it would be possible 
• for ~  Government to t8ke effective steps only when the 
BICPs phase II study Is completed." 

17. On 18th March, 1987, the Ministry of Industry (Department 
at Industrial Development) vide their D.O. No. 1I6/85-LR further 
Itated:-

-rhe recommendations of Taration Panel of DevelOPlJ,lent 
Council for tyres and tubes. which deal with the fiscal 
policies/structure on lyres and tubes and their raw ma-
terials, have been taken up with the Ministry of Finance 
(DeplU'tment of Revenue) for consideration and action. 
Reaction of that Ministry is awaited." 
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The Committee's suggestion (Para 82 of the Report) regarc:liJl&. 
" an integrated policy designed to maintain the growth 01 
the industry at a satisfactory pace and alsO protect ~. 
consumers from being exploited, has been noted. The lID-
plementation of the recommendations of various ReporW,_ 
are steps in that direction. However. the matter of, evol-
ving any concrete policy in this regard could be cODSldereci 
only after Phase n Study Report of BICP and outcome 
of MRTP Commission's probe/enquiry are available to, 

Government." 

1& Excise duty on refriprators and certain specified ~  were 
reduc.ecl by notifications issued by the Central Board of ExCISe anel 

Customs on 1 October, 1983. In their 43rd Report ~  Lok.-
Sabha), the Committee while examining the impact of the notifica-
tions on the prices of those items had obServed that in spite of the 
duty exemptions, all the tyres manufacturers with the exception of 
• Itate public Mctor undertaking increased the prices of tyres :iD 
.January, 1984. The Committee had expressed their concern that 
Government found themselves ~l l ss in the face of the tyN 
manufacturer.' determination to keep prices at levels acceptable to 
them. The Committee had taken note of the fact that the manu-
f.cturers had' strengthened themselves financially in spite of their 
complaint that the profit margin was low or negligible. After a:-
amming the facts relating to the 0 tyre industry in lome depth, the 
Committee had recommended that the conditions relating to the in-
dustry should be studied further to ensure that the industry wu 
not able to manipulate and distort the market forces to their ad-
vantage. In their action taken note, the Ministry of Finance have 
stated that on 5 May, 1984, the Bureau of Industrial Costs and Price8 
(BICP) were requested to undertake a study of the cost structure of 
tyres with a view to see whether, and to' what extent, price revi-
mons resorted to by the manufacturers during November, 1983 to 
January, 1984 were justified in terms of the Increase in cost of' 
production. The BICP were also requested to give their view on 
the need as well as appropriate mechanism for administrative Inter-
ftntion, U any, in the prieinW and distribution of tyres al a measure 
fOr stabilizing the prices of tyres at reasonable levels. The study 
Was to be covered In two phases, the first being-limited to the veri-
fieatlon and updating of the rost and technical data of the industrJ', 
and, the seeond phase, involving an In-depth analysis of the tne 
Industry. The Re'POrt on "hase I study has been made available 
to Government, while the Report on Phue n study Is stf1I awaited. 
Aecordlng to the Ministry, after this detailed study Is avallahle It, 

o , 
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,may. be possible to arive at '8 lonl tenn solution on the question of 
»rices of automotive tyres. The Ministry have further stated that 
a Monitoring Cell has now been set up in the Ministry of Industr7. 
in order to undertake the task of continuously monitoring the 

price trends of automotive' tyres. The ~  ~  that the 
Monitoring Cen will be successful in keepmg effective watch over 
price moveinenta, &nd in "1aking, appropriate and timely measures 
80 that malpractices in the pricing and distribution of tyres are ef-
fectively prevented. The Committee also desP'e that the phase D 
study of the Blep should be exPeditiously completed and neeea-
.ary fonow-up action taken thereon promptly. 

19. The Committee had in their earlier Report observed that 
the MiDistry of Industry had referred the issues relatinl to pricin, 
practices, allowing of discounts etc. in the tyre industry for a probe 
by the Monopoly and Restrictive Trade Practices Commission 
(MRTPC). The result of the probe is still awaited. The Com-
mittee hope that it would be expeditiously completed. They 
would also like to be informed of the outcome and lhe action takea 
thereon, in due course. 

20. In their earlier Report, the Committee had drawn attention to 
the fact that a munber of reports relating to the tyre indust!'Y were 
pending action before Government. 'They included tbe phase I 
study of tbe BICP on i i ~  distribution etc., tbe Satyapal Com-
mittee on automobile tyres and tubes, the Tyre Development Coun-
cO on taxation structure on tyres and tubes. The Committee bad 
recommended tbat Government sbould. expeditiously examine these 
reports and formulate an integrated policy designed to maintain 
growtb of the industry at a satisfactory pace, wbile' ensuring that 
the consumers are (a) protected from exploitation and (b) receive 
the benefit of wbatever concessions are extended to tbe Industry. 
In their action taken reply, tht" Ministry of Finance have ·stated that 
while .action is being taken on tbe phase I report of tbe BICP, the 
Repom of tbe Satyapai' Committee and the Tyre Development 
Council were still under examination. It has been further stated 
, that Government bave noted the recommendation of the Committee 
for formulation of an integl'8ted poliey and the action in this ~ 
prd has been initiated. However, aeeording to the Ministry, evol-
'Vio, any concrele policy could be considered only after the Phase 
D study of BICP and the outcome of MRTPC's probe are avaUable 
to Government. The Committee desire that after obtaining tke 
aforesaid reports, Government shOUld expeditiOUsly examine them 
ud formulate an integrated polley designed to ensure the growth fill 
'fhe Industry, wldle proteeting the eonsumers from being exploited. 



CHAPTER II 

.BECOMMENDATIONS AND OBSERVATIONS THAT HAVE 
BEEN ACCEPTED G ~  

Recommendation 

As per notifications issued on 1 October 1983 the effective rates 
-of excise duty on domestic refrigerators of capacity not exceeding 
165 litres was reduced from 40 per cent to 25 per cent ad valorem 
.and for other refrigerators from 80 per cent to 50 per cent. Simi-
larly, duty on specified tyres was reduced from 60 per cent to 50 
per cent ad valorem. According to Audit, the reduction in the 
rates of duty was made in the expectatIon-that the. price of such 
,goods to the consumer would come down or, at least, not go up. It 
was also expected that with the price coriting down or remaining 
the same, tne i s ~  volume of clearances would compensate 
,for the decrease in the quantum of duty realised per unit. After a 
review of the clearances made by seven leading i~  manu-
facturers and ten leading tyre' manufacturers, Audit have pointed 
out that a manufacturer of refrigerators increased his prices in 
'October 1983 and again in January 1984 and another manufacturer 
-did so in January 1984. Eight ~ s of tyres increased 
their prices in January 1984 while another raised his prices in 
"'March. 1984--Monthly clearances from October 1983 effected by 
-manufacturers increased compared to average monthly clearances 
'in the previous 12 months. There was marginal decrease in the 
average monthly clearances made by four manufacturers between 
October 1983 and February 1984 as compared to the previous 12 
-months. The Audit have estimated that the net revenue foregone 
'on clearance made between October, 1983 and February 1984 as a 
Telult of reduction in the rate of duty, was Rs. 6.64 crores. 

The M"misfry of Finance maintain that the notifications reducing 
"the rates of excise duty on specified tyres arid refrigerators were 
Issued in October 1983 as trscal relief mainly with a view to stimu-
lating the growth of the' industries whose performance in 1982-83 
was found to be sluggish. It was expected that reduction in duty 
would result in price reduction which would, in turn, stimulate de-
-mand. UnfortUnately. this did not happen. In fact, the prices 
i)f tyres went up in January, 1984 while prices of refrigerators ra-
-mained at about the same level. All t'lie lyre manufacturers with 

11 
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the exception of a state public sector undertaking increased the'" 
prices of their ty,res in January, 1984. As repeated requests to roD. -
back the prices went unheeded, Government decided to withdraw 
the excise relief given to the tyre industry in the 1984 Budgel. The 
concession for the refrigerator industry was continued as the :in-
dustry had co-operated at least by holding the price line: ,--

[5. Nos. 1 and 3 (paras '78 and 79) of Appendix IV to 43rd Report-· 
of PAL (Eighth Lok Sabha)]. 

Action Taken 

The observations of the Public Accounts Committee have been 
noted. 

i~s  of Finance (Departmen\ of Revenue) letter No. 
234/86-CX-7 dated 1 October. 1986) 

Recommendation 

The Ministry of Industry maintain that it was administratively 
diftlcult and also inappropriate to impose price control in multi-· 
product industry without specific price control on the raw materials/' 
inputs. It was the Ministry's considered view that in the pre-
vailing buyer's market it should be left to the market forces to· 
determine the prices of tyres with the Government assuming the· 
responsibility to ensure that the production is maintained and then!' 
is no scarcity in the market. The Committee appreciate the· 
force of these arguments but felt concerned that Government find! 
itself helpless in the face of the manuacturers' determination to· 
keep prices at levels acceptable to them. The Committee take· 
note of the fact that the manufacturers have strengthened themael-' 
ves financially inspite of ·their complaint that the profit margin is 
low or negligible. The Public Accounts Committee have studied 
the fact relating to this industry in some depth. They are satis-
fied that the conditions relating to the industry should be studied 
further with a view to s~i  that the industry 'is not able to 
distort the market forces and manipulate them to their advantage.. 
The Committee would further like Government to consider the. 
advisability of requiring the manufactures to print the price and' 
the date of manufacture on every tyre. This would at the very lead:: 
warn consumers of any improper trade manupulations. 

[So No.3 (para 80) of Appendix tv to 43rd Report o{PAC 
(Eighth Lok Sabba)] 
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Action Taken 

On 5-5-84 the B.I.C.P. was entrusted to uDdertake a study of 
the coat structure of tyres with a view to see whether, and to what 
extent, price revision resorted· to by the manufacturers during 
November. 1983 to Jan,uary 1984 were justified in terms of the in-
crease in cost of production. The BICP was also requested to 
give its views as to the "need as well as appropriate mechanism for 
administrative intervention, if any, in the prices and distribution 
of tyres as a measure fOr stabilizing the prices of tyres at reason-
able levels." 

The Chairman, BICP, in his letter dated 11th May and 8th 
August 1984 clarified ~  the ·study would be taken up in two 
phases. The first phase would be limited to the verification and 
updating of the cost and technical data of the industry examined" 
in the Bureau's quick study carried out in 1983. The second phase 
of the study would involve an in-depth analysis of the tyre in-
dustry, encompassing the overall economic, financial and technical 
structure of the industry, to provide a basis for the continuous 
monitoring of the costs and prices in the industry in the coming 
years. The phase-I study, already submitted to Government, is 
limited to verification and up-dating of costs, prices and technical 
data in the BICP (1983 Report) and analysis of over all trend of 
profitability of the various companies. The Phase-II study is ex-
pected to be available by the end of the year 1986. After this 
detailed study is available it may be possib1e to· arrive at a long 
term SQlution on the question of prices of automotive tyres. It 
may be added that a Momtoring Cell has been set up in the Minis-
try of Industry, in order to undertake the task of continuously mo-
nitoring the price trends of_ i~  tyres . 

• 
As regards the suggestion of ~ i i  the manufacturers to 

print the price and the date of manufacture on every tyre, one of 
the recommendalions of the Satyapal Committee Report related 
to informative labelling and marking of tyres and this aspect has 
been considered alongwith other recommendations of the Report by 
the Development Council' for tyre ... 8ffif 'tl.(bes in its meetilng on 
8th 14ay, 1986. To consider this aspeCt a Task Force, comprising 
of Department of Surface TranspOrt. D.G.T.D .• ISI and Automotive 
Tyres Manufacturen' Association (A'1'M"Ay. has been constituted, 
who would submit a report in thii regard: Simultaneously, the 
Ministry of Industry has separately written to the Automotive Tyre 
Manufacturers' Association to consider implementation of this ~ 
commendation. The matter W88 also discussed at a meeting held 
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in the Ministry of Industry on 13-8-86, with the tyre manufacturers, 
and it is expected that a mutually acceptable arrangement would be 
arrived at very soon. -

[.Ministry of Finance (Department of Revenue) letter No. 
234/2186-CX-7 dated 1 October, 1986] 

Recommendation 

The facts stated in the foregoing paragraphs clearly identify 
some of the specific areas in the pricing and distribution of tyres 
which require immediate Government attention. In a note furnish-
ed to the Committee after evidence, the Minister of Finance have 
stated that in pursuance of the recommendations made by Bureau 
of Industrial Costs and Prices (BICP) in its recent reports, the 
Ministry of Industry have referred the issues relating to pricing 
practices, allowing of discounts etc. for a probe by the MRTP Com-
mISSIon. The Committee trust that this probe will be carried out 
with utmost expeditions. 

[So No. 4 ~  81) of Appendix IV to 43rd Report 
, of PAC (Eighth Lok Sabha)] 

Action Taken 

One of the suggestions of the BlCP Report for specific action 
by Government, is to consider whether it would be appropriate to 
refer the issues 'of prices, discounts, and trade and distribution prac-
tices and policies in the trye i~ s  to a probe by MRTP Com-
mIsSion. Government have accepted 'this recommendation and the 
issue had been referred to MRTP Commission on 19th August, 1985 
for initiating an immecfiate enquiry. After -receipt of the recom.-
mendation of Public Accounts Committee" the matter has been 
again taken up with Chairman, MRTP Commission on 14th May, 
1986 for urgent action in the matter. 

[Ministry of Finance (Department of Revenue) letter No. 
234/2/88-CX-7 dated 1 October, 1986] 

Recommendation 

DUring evidence, the representative of the Ministry of Industry 
stated that the problems of tyre industry require a total approach. 
In this connection, the Committee would draw attention to the fact 
that a number of reports are now before the Government pending 
action. They include, the reports of the Bureau of Industrial Costs 
and Prices on costs pricing, distribution ~ . the $atyapal Com-
mittee on automobile tyres and tubes, the Tyre Development Coun-
cil on taxation structure on tyres and tubes. Government should 
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expeditiously examine these reports and fonnulate an integrated 
policy designed to maintain growth of the industry at a satisfactory 
pace, while ensuring that the consumers protected from exploitation 
and receive the benefit of whatever concession" are extended to the 
Industry. 

[S. No.5 (Para 82) of Appendix IV to 43rd Report of PAC 
(Eighth Lok Sabha] 

Action Taken 

Government are taking all actions to expeditiously implement 
the recommendations of the various Reporta, namely BICP 
Report (Phase-I) , Satyapal Committee Report on autolllotive 
tyres and recommendations of Taxation Panel of Development 
Council for tyres and tubes. As regardS BICP Report, two specific 
points have been suggested for action by G ~ i s l . 

referring the issue of prices, discounts, and trade and distribution 
practices and policies in the tyre industry for a probe by MRTP 
Commission and secondly. need for . continuous monitoring of price 
trends of automotive tyres by Government. As indicated in the 
foregoing paras, the Committee have accepted both these recom-
mendations. The first has been taken up with MRTP Commission 
and for the second, a cell has been set up in the office of the Eco-
nomic Adviser attached to the Ministry of Industry to continuously 
monitor price trends of tyres.Further action would also be taken on 
receipt of the detailed Phase n study of the BICP. As regards recom-
mendations of Satyapal Committee Report, these have been discussed 
by Ministry of Industry initially with the concerned Ministries/ 
Departments. and· subsequently considered in the· meeting of Deve-
lopment Council for tyres and tubes. Further follow up action has 
been initiated. As various policy issues of far reaching. nature have 
raised in the Report it would take sOme time for their examination. 
The recommendations of the Taxation Panel of the Development 
Council for tyre' and Tubes, which deal with the flscal policiesl 
structure on tyres and tubes and their raw materials, these were 
taken up by the Ministry of Industry with Department of Revenue, 
Ministry of Finance for consideration and action. The Government 
have noted the Committee's suggestion regarding an integrated 
policy designed to maintain the growth of the industry at a satisfac-
tory pace and also to protect the consumer from being eXploited 
and the action in this regard has to some extent been initia1m. 
However, it would be possible for the GoVel'lUl1ent to take e1!e'etive 
steps only when the B.I.C.P.'s phase--n study is completed. 

[Ministry of nnance (Department of Revenue) lettr No. 234/2188--
CX-7. dated 1 October, 1988] 



CHAPTER m 

RECOMMENDATIONS AND OBSERVATIONS WHICH THE 
COMMI'ITEE DO NOT DESIRE TO P~  IN THE LIGHT OF 

THE REPLIES RECEIVED FROM GOVERNMENT 

Recommendation 

The Committee find :from the details of production and clearances 
of refrigerators that while the number cif refii:gerators cleared 
during April to September 1983 was far below the production, the 
clearances during October ~  to February 1984 had considerably 
exceeded production. Evidently, the 4uty concessions had not 80 
much stimulated growth as enabled the manufacturers to clear their 
accumulated stocks. Thus, in the case of refrigerator industry also 
the benefit of duty concession was not passed on to the consumer 
and as such, the purpose 'Of fiscal relief was not fully achieved. 

[So No.6 (Para 83) of Appendix IV to 43rd Report of PAC 
(Eighth Lok Sabha] 

Adion Taken 

The Committee has observed that the duty concessions on refri-
gerators had not so m\Jch s i l ~  growth as to enable the 
~ s to clear their aC(:UlD.U1ated stock. The information 
regarding production and clearance of the major manufacturers of 
'the refrigerators in respect of the 165 litres capacity was analysed 
and the following position emerges:-

---------------------------------------------------
llll~ or the maouractufcrs 

~ l i s 

CIodrej .I: Boyce 

HJderabad Allwyn 

Production ------ " 

14-83 1-10-83 
to to 

30-9-83  31-3-84 

98,200 1,17,404 r ..... ~ 
"'4,332 " 71,430' 

23,625 19,723 

2 ; 

Clearance --14-83 1-10-n* 
to to 

30-9-83 31-3-84 

67,216 1,49,315 ' 

51,433 98,358 

17,886 27.099 

------
*Af,cr PI'OPxotio •• toly feViaiq tlc fipr. for' lbe poriod 1-10-83 to 29-2-84. 
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~ il l  the production and clearances during 1983--84, when 

,compared to the years, 1982-83 and 1981-82, are as below-

Name of (he Production Clearances 
manufacturer 

83-84 1981-82 82-83 83-84 1981-82 82-83 

Kelvinators 127370 163721 21S604 139887 . IS6S12 216S41 

Oodrcj &; Boyce 101606 119S02 14S762 100371 123447 149791 

_ Hyderabad AlIwyn 33907 39923 43348 33990 40760 4498S 

Thus, it may be seen that the overall production in the year 

'1983-84 is higher compared to the production in 1982-83. In the case 

,-of Mis Kelvinators, the increase in 1983-84 is about 32% over the 

production in Ig82.;83 as compax:ed to the increase ot. 28.7% in ~ 

83 over that of 1981-82. Similarly, in the case ot. Godrej & Boyce 

.also the increase in production in 1983-84 is higher. 

It may also be mentioned here that at the time ot. announcin'g 

-the concession in 1983-84, the position of a high carry over stock of 

n!bigerators was noticed. Without liquidating the stock firIt, It 

,would not have been feasible to increase the production substantlally 

,in 1983-84 over and a6'ove the levels achieved in 1982-83. 

A statement showing consumer prices of . i ~ during the 

Jftlevant period may be seen at Annexure-I. Another statement 

showing the trend of wholesale price ot. domestic refrigerators as on 
·24-9-83 and 25-2-84 may be seen at Annexure-II. From these state-

mentis it is observed. that there was a reduction in both the retail 

.;and wholesale prices of refrigerators after excl8e dUty reduction on 

,.this item in October, 1983 . 

.lMinistry of Finance (Department of ReVenue) letter No. 234/ 

21 86-CX7, dated. 1 October, le88J 
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ANNEXURE-I-ccmtd. 

Consumer prices of retr4Jerators manufactured by Mis. Godra.; cl:.-

Boyce Co. P."t. Ltd. 

REF RIGERATOR PRICES &. EXCISE DUTY AS. ON DIFFERENT DATES 

Date Basic Price Eltcise duty 

165 Lt. 290 Lt. ]65 Lt. 290 Lt 

15-11-85 No cha11le 4]65,00 No change 1864'77 . 

lS-10-85 2810·00 3990'00 637·17 1788'51 

25-9-85 2810·00 3990'00 637·17 1788'52 

16-9-85 2985·00 ~  675'29 1864'77 

3-6-85 2835'00 No challle 683 ·30 No c:hanae 

12-4-85 2925·06 4015·00 702'91 J860.7' 

25-2-85 2800·00 3815·00 686·80 1819'8' 

J.ll.84 No cb1.ll8e 3565.00 No chanp . ~ 

24-10-84 2650·00 3430·00 656·12 1652·12 

15-10-84 2850'00 3815'00 699' (9 lIJ!·tS'·.· 

25-7-84 . No change 3680·00 No challle 1119'02 

6-7-84 2750· 00 NI) change 699· 56 lit.> ~ 

5-5-84 2600·00 3480·00 665·70"" 1728·'72". 

2-10-83 2bOO·00 3480'00 547'58" "1492·47· . 

7-9-83 2600'00 3480·00 876'12 2317·'S· 

"Lower EKcile duty c:hatacd after the relief arantcd by Ocvl. cn 1-10-83 . 

• -.ncreale in quantUID otExcise duty due to Payment of elrcile duty on optioJl&II"-. 
YlcoContract cbarpBlor refripraton. TbcEKic:sc dUll on tbe Optional ~  
OonUIOt beiDa paid under protest in view of order dated 24-4-84 passed by 1foDl1lllia.: 
M.I..Penae of Bombay BiBb Court on • writ petition NIt. 903·er 1t9I4 •. 

• 
19 
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ANNEJlURE-11 

24-9-83 25-2-84 

Price Whole- Price Whole 
sale sale 
price price 
indeR: index 

176·4 156.6 

(1) 266 Ltrs. (Bx-Delhi Godown) 4810· 81 183·9 3980·25 U;Z·1 

(2) 165 Ltr, (Model P3 FOR) 3237·S2 169·0 289;Z·04 ISI'O 

. (Source:MonthlyBulletins issued by the Office of Bconomic Advisor, Ministry 
.ofIadllstry. 
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CHAPTER IV; 

RECOMMENDATIONS AND OBSERVATIONS REPLIES '1'(). 
... WHICH HAVE NOT BEEN ACCEPTED BY THE COMMITl'EE·. 

AND WHICH REQUIRE REITERATION 

-NIL-



CHAPTER V 

BECOMMENDATIONS AND OBSERVATIONS IN RESPECT OF 
WHICH GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

NEW DELHIj 

April 6, 1987 
.ChflitTa 16-=-, ..... ~ ..... .....  

-NIL-

23 

E. AYYAPU REDDY, 

Chairman, 

Public Accounts Committee. 



PART'n 

llINUTES OF THE 52ND SITTING OF THE PUBLIC ACCOUNTS 
COMMlTTEE HELD ON 3-4-1987 

The Committee sat from 1500 hrs. to 1600 hrs. 

PRESENT 

Shri E. Ayyapu Reddy-Chairman 

2. Shri Amal Dutta 

3. Shri G. Devaraya Naik 

I 4. Shri H. M. Patel 

5. Shri Bhuvnesh Chaturvedi 

6. Shri A. K. Antony 

7. Shri Nirmal Chatterjee 

8. Shri Virendra Verma 

--; .... "", "j 

1. Shri K. H. ~ aim Secretary 

2. Shri S. M. Mehta-Senior Financial Committee Officer 

1, r, RlIlPRESENTATIVES OF THE C&AG OF INDIA , 

1. Shri D. K. Chakravorty-Addl. Dy. C&AG (Reports Central) 

2. Shri M.M.B. Annavi-DADS 

3. Shri R. Parameswar-D.A.C. W&M-I 

4. Shri S. B. Krishnan-DirectOr (Reports) 

~  5. Shri P. K. Bandhopadhya-DRA-II 
, 

6. Shri N. L. ~ i  DiTector, Defence Audit 

7. Shri S. K. Gupta-JOiInt DiTectoT Rewnue Audit 

2; The Committee considered and adopted the following draft 
Beports with some amendments/modifications as show in Annexures 
1-, n and UI-. 

-Annexures I and III not annexed. , 



(i). • • • • • • 
(ii) Draft Report on Action Taken on the 43rd Report (8th Lok 

Babha) relating tu Central Excise-Impact of reduction in 
duty on prices of refrigerators and tyres. 

(iii) • • • • • • 
3. The Committee authorised the Chairman to finalise the draft 

Reports in the light of the above modifications and other verbfll 
consequential changes arising out of factual verification by the Audit 
and present them to the House. 

The Committee then ad;ourned 



A.NNEXURE II 

, if",,,.lllleIlIS I Morii/icaliolll IIIIIde by the PIIblil: A.eeoUllts Committe, in the br8/I 
Reptlrt 011 Gelioll tGk'lI Oil t"e 43rd Report (EiB",II Lok SGbltll ) Rell.llilll to C,ntral 
EK.cile -llIIpGet of Reduction III duty 011 Prices of Refrigerators GIld Tyres tit ,,,, rittillt 
oft", Colftllliltee heldoll 3 A.pril. 1.987 (AN) 

!'aoa PoUA. 

13 18 

U 18 

U 18 

15 20 

.15 20 

.... 

l.INE(S) 

7 from baltom Substitute 

5-6 from battom SYbslitute 

4 from b:>ttom Add 

4-5 De/ele 

8-15 SlIbstilllle 

AMBNDMI!NTSIMODIPlCATIONS 

"would .... s ~ by "will be 
successful in keeping effective" 

"look into .... cbeck" by "and in 
taking l ppropriate aDd timely 
measures 80 tbat" 

"are effectively prevented" after 
lyres" 

"to scme exlent" 

"That Committee .... elq)loited" by 
"The Committee desire that after 
obtainins the aforesaid rfports. 
Government should ~ ili sl  
eltamine them and fr.rmulate an 
integrated policy designed to ensur-
ed the growlh of the industry wbile 
protecting the consumers frClm being 
eKploited" 
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