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eommiea in diffcrent spheres of work, and

. Xhe results are 10 challenging. I should fike
. to point them out to Shri Piloo Mody. Let
him kindly listen to these facts and™-under-
stand them, because he will learn - something
about the exact rate of taxation on the
commercial profits  This happens to be a
study of ten compaaies. 1 have not done
It.  Nor has the Finance Minister done ' it.
‘This is from the Economic Times. The author
studied the working of these companies
during the last - ten years ; these companies
are Escorts. TELCO, Tube Investment,
. Phillips, Dunilop, Great Eastern Shipping,
. Hindustan Aluminium, Gwoliar Rayons,
Tata Chemicals, Chemicals and Fibres.

' 'Among thesc, the highest tax has been
paid by Phillips. The pre-tax profits were
Rs. 27.38 crotes; tax paid was Rs. 17.22
crores, which it about 62 per cent. In the
case of the Shipping company it paid a tax
of Rs. 30,000 on a total profit of Rs. 20

) The total pre-tax profits aggregated to
Rs. 230.51 crores. The tax actually worksd
" out to Rs, 85.86 crores, which is 37 per ceat
‘mforunyuuonthmpubﬁc companies,
_'This is the picture of: & cross-section ; this
is the picture of ‘the ed;peme sector whlch
‘says all over the world at thetop of its
voice that the tax burden in India is s0 high
on the corporate sector and 3o unimagioa-
tive and so harsh and so devold of the
realitios that they are crushed and they can
‘never come up and this stultifies growth
. -and it chokes growth. But -the effective
rate on real profits is only 37 per ceat.

SHRI D. D. DESAI (Kaira): The
corporate tax is more than S0 per cent,
‘My hon, friend is a chartered accountant
‘-imd -he should know it.

: SHRI N. K P. SALVE : l am guteQ
fal to him for this interruption, because
Monly:tmwstbedid pot undérstand what

‘T ‘bave ' said. There is such & histus and

.tbu‘euiuchndiswuy between |
prescribed i the schedule and
which uitimately work out as'§
- the various ‘Incentives, - o,
;ugm.notiomlanomm

M\' 26. 1971

- SHRI'D, D. DESAI : But may I point
m".- N o . . o L.

SHRI N.K. P, SALVE: I do not
want to argue with him now, If he wants
to learn, let him come to my officc and I
shall teach him, But this is the study made
by an eminent economist,

SHRI PILOO MODY (Godhra) : The
difference is that he talks only about taxes
but my hon. friend to my right pays them
That is the only difference.

AN. HON. MEMBER : Therefore, he
wants to teach him.
SHRI N. K. P. SALVE: Shri Piloo

Mody will do well to remember that there
are others unlike him...

SHRI D. D. DESAI : Out of 15 pro-
.posals of taxation, 12 are on the corporate
sector. ..

"SHRI N. K. P. SALVE : 1 seck your
protection, Sir, because I have quite a few
things to say.

MR. CHAIRMAN i The hon. Mem-
ber may please continue his speech to-
morrow,

17.30 hrs.

HALF-AN-HOUR DISCUSSION RE:
IMPORT OF ALUMINIUM
THROUGH MMTC

SHRI D. D. DESAI (Kmm) The pre-
sent discussion is relating to aluminium
required fort he..electrical industry. Alu-
minjum is_indigenously produced and there
is presently statutory control over it. It is
considered an cssential commodity and. even
the products made out of it like aluminium
conductors and cablea: are covercd under
‘espentind commodities,

So far a3’ lmenom aluminivm h con-
eamed nmmm«mmwm

' Commitios Report at ‘Rs. 5,150 and the
f fibal ‘cost whs delivered at the works:of
po-  the sotual users works out to-Re. 5,450,

/s against thia, tho import of slumiifiue— -
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because of a slight short-fall in the indige-
nous ‘production—has been  sbout - 24,000
tonnes dnd out of these, 12,000 tontes  were
imported  through MMTC. The import
cost to private parties, actual users, has been
around 24 cents CIF from US.A. This
was from— AID USA tied loan, freight con-
ditions of AID 60/40. The price is a single

' country purchase price inclusive of the rate
one is required to pay to the intermediary
as indenting commission.

Against this, the bulk purchase of 12,000
tonnes MMTC has arranged works out to
23.29 cents CIF from Japan. The freight
between Japan and India has been lower.
This has been purchased by a global tender.
I have a comparative statement here with
shows that there have been 18 participants.
The Minister mentioned the other day that
the price could not be disclosed but the
fact is that the prices were read out in the
hall in the open when the global tenders
were opened. Therefore, this was not a
secret matter but an open matter and ocould
sasily have been disclosed to us. -Be that
as it may.

Now the price charged is of the order
of Rs. 7,057 delivered at the customers’
works which makes a difference of Rs. 1,600
per metric tonne with Rs. 5,450 for indige-
nous, The indenting commission rate in
the trade has been of the order of }
per cent and at most one to two per ‘cent,
Government itsclf has seen to it that all
these 18 tenderes quoted more or less on
this basis.

The Government is channelising imports
of non-ferrous metals which form raw
materials an important sector of our eco-
nomy, particularly the electrical and core
sector industries. Therefore, I request. that
some sort of arrangement be made or pro-
¢edure evolved by which a certain indent-
ing commission is fixed and deljveries are
cffected at the high seas so that the _oxcess
of 3 per cent one is required to pay for
the sale tax and further other charges is
eliminated.

The position is like thh The prescnt
price of alumimum demanded by MMTC
is higher than the ruling price in India,
ruling price in the world .and the actual
import landed - cost price permitted by
Government by issue of direct AU. licences.

Jin other words. the prloe demanded by |

,theMMTC does ‘ot appear ‘to; beur: any
“ulation w the rriees axisting anywhere in
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certain impossible demands.
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the world. There is & wide gap between
the Janded price and the price charged from
the industry, The intention of channelising
the tmports through the public sector or
public agencies could be only two :-one is to
take. away the profit - which somebody else
would have made, and another is to.en-

‘gure & better service to the consumer.

Neither of these two things are appearing in
this-deal. The profit margin which is taken
over is going to the MMTC for making up
the trading losses they have made in some
other .avenues. In other words, it would
be feeding the inefficiency at the end of the
MMTC.

It is said that the MMTC had impotted
some aluminium for the small scale sector
and they did not lift it. Knowledgeably, [

‘can safely say that if the MMTC had tender-

od the material upon arrival, the small scale

"sector would: have gripped the material with

both the arms. There must have been &
procedural - delay and they must have made
There must be
something more than what is stated.

Then there is another item. The DGTD
has exercised pressure on Indian Electrical
Manufacturers Association and the Con-
ductors Manufacturers’ Association .to the
effect that if they did not lift the alumini-
um at these high prices which are demand-
ed by the MMTC, then DGTD will suspend
the issue- of any new additionsl knport
licence or allocation. In other words, thece
isa certain amount of extortion which is
excercised for entering in these transactions.
The cable conductor industry is known to
have suffered for necarly four years of re-
cession, and therefore, it has already built
up huge debit balances., Some of the com-
panies have almost wiped out their capital
and therefore they are in no - positica today
to add additional debits to their already
overloaded debits in their balance-sheets.

‘Therefore, the question today is that
the Government should reconsider the
price ; they shomld consider the fixing of

" some sort of norm or proceduré and some
-sort of system by which the margin ~is fiNed
_of indenting commission is charged, and in

nwma.tlwyshouldbermomh aud on

;w*ilhm in trade, particulasly wisa.
';W - seale: imports are pemfmd '« e
‘minde-by the MMTC, and.when ‘they pur-
$beed 1o bulk.  The intention - whu :
-oliait  Jower - prices. and::hetier

tettos, and - gecerally . Mnbu qnamym :
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to avoid fraud in foreign exchangs or trans-
*mission of foreign exchange to other coun-
‘tries, But the very same -thing should not
be permitted to be done in the MMTC
-Hself, because what we are afraid of in the
- private sector would also be the one which
we should be afraid of in the pu*lic
sector ! :
Then, there has been an inordinate

delay in the release of aluminium at the
appropriate price.  The prices charged
should egual to which are ruling cither
in this country or ‘in the international
world are in conformity with the actual cost
- plus indenting - Commission of the import.
There should be some bearing, because the
ultimate supply .of this goes to the Electri-
city Boards which -are again in the public
sector. The finances of the Electricity Boards
are limited ‘plan allocations, and they could
.carry on the work of fransmission and dis-
Atribntion of electric power only to the ex-
.tent of their available finances. In other
words, the  shortfall in pumping and other
programmes is bound to be there, because
“this price difference works ‘'out to almost 20
‘per cent. I we have d special rural electri-
flcation programmes, then, to that extent,
we will be handicapped In our eiectrical
programme and targets.

*  Therefore I request that the Govern-
ment should take “suitable steps to direct
‘the MMTC because they are violating the
TImport Trade Control and the rules framed
thereunder. * There is especiaily clause 60
or 61. The Indian Electrical Manufacturer’s
"Association have already ‘mentioned this to
the Government and notes have been ex-
changed between certain Associations and
the ' MMTC and those notes have also been
forwarded to the Governiment. = Theréfore
what is agrecd as policy in the import trade
‘control Réd Book and also accepted by the
Goviérniment should be implemented. :
«« There is also provision for forming a
.committee. -There was a- request by the
Jndien Electrical Manufacturer's Association
-a6-well.as another association and.the hon,
:Minister. was kind- enough to agree after
Jepeated reminders and visits. The Indian
Elecigical Manufacturer’s . Association repre-
86018 90% . of . the electrical machinery and

import:of

-oquipment production capacity in-. the coun- -

try and 1 happened to be ‘the past Chairman
of the Development Council of . the Heavy
Fleerical Indusery. So I am - particoisrly
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interesied in' sesing that the Electrical Io-
dustry which is so much responsible for the
growth of the country’s economy should not
be handicapped by over pricing of the raw
materials because non-ferrous metals like
zinc, lead, copper and aluminjum are largely
used in the Electrical Industry and they
are being canalised through the MMTC.

What is applicable to aluminium would
also be applicable to copper, zinc etc, and
therefore we are vitally concerned with the
overall cost factor of electric power which
is delivered to the consumer. Ultimately
the cost of local indigenous products should
not suffer and inflationary pressures built
in the cost structure should be elimi-
nated,

With these words I request the hon.
Minister to exercise his fullest authority
and see that justice is done 1o the Industry.
It is not the Industry alope. It is the
nation, it is the Electricity Boards because
money Ultimately comes from the Elect:i-
city Boards which are in the public sector.
Electricity Boards are in no position to pay
more because they are already defaulting in
taking deliveries because the allotments that
they get fall 8 short of their requirements
and there is .constant pressure from the
rural area as well as the urban areas for
bigger electrification  programmes,  The
villages are pressing for it and the supplies
of aluminium at ruling price should some-

‘bow or the other be arranged as expedi-

tiously as possible.

SHRI C. K. CHANDRAPPAN (Telli-
cherry) : I want to know whether it is a
fact that the Eiectrical Industrics are the
buyers of the bulk of imports of aluminium
made by the MMTC. Is it a fact that the
Electrical Industry is mostly controlled. by
the private sector ; if it is partly controlléd
by the public sector, what is the the propor-
tion betweeti the two ? ' "

. Secondly, therg is a complaint that the
small workshops where aluminium -preducts
are manufactured are not getling aluminium
when they request for it. Would the
Government take some special measures so
that the small .producers would get alumij-
nfom when they require it 7 v

SHRI N. K. SANGHI (Jalore) : The

MMTC is doing exports ‘and impiits of
Ferrous and non-Feryous metals, ' What is -
G e AT A A [ERREE
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the policy that they have laid down and
how do they determine as to when a raw
material is to be imported into the gotntry ?
Usually the Public Undertakings take a tong
time to formulate the policy. When there
is a shortage of some material, immediately
that material goes into the black mark:t.
What is the procedure that they have adopt-
ed for finding -the fact about the shortages
and what is the procedure that they have
laid down for the import of these raw
materials ?

Secondly, how do you determine the
profitability of the MMTC ? What is ‘the
procedure and why was there been such a
difference in the marked price of aluminium
quoted by the MMTC ?

THE MINISTER OF FOREIGN
TRADE (SHRT1 L. N, MISHRA) : I am
thankful to the hon. Member for raising
this debate this evening. T would not like
to go into details, but I would like to say
something - about the pricing policy of
MMTC.

He raised this point earlier also in this
House and this question of MMTC prices
so far as aluminium is concerned was discu-
ssed at considerable length. 1 had then said
that it was not advisable to give out the
prices that are charged by the MMTC or
the prices at which MMTC gets aluminium.
Mr. Desai today said that global tenders’
were opened and the prices were known,
but that was the tender price. There were
chances of negotiation, the hon. Member is
aware of the procedure, and as a result of
negotiation, it is just possible that the price
might have been brought down. I do not
say that it has been brought down, I am
not going to claim it. Therefore, I would
not disclose at what price - we purchase and
at what price we sell, Eighty to "85 percent
of our-réquirements are met by indigenoas
production and 10to 15 per cent” we ‘do
import from 7. S. A., Canada, Japan and
Australia,

It is aot correct or fair to say that the
MMTC is making a fabuious profit over the
sale of aluminium. As a matter of fact,
when I was discassing it with my vofficials
and goiug through the papeérs this afternoon,
I found that the profit earned is in the
neighbourhood of 2§ per eent or so after
paying taxes, excise etc.

If something can be done to help the -
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Chandrappam raised this point that most of
the aluminium imported is utilised for
manufacturing electrioal wires. thatthey are
manufactured by big industrialists and that
the-small industry - suffers. I have seen that
they have suffered in- many cases, and I will
make it a point to see that the small indus-
try gets special treatment in the allotment of
aluminium, I do not commit myself. but
some concession, if possible, wiil be given to
them,

If the hon. Member cares to look into
the price policy of the socialist countries, he
will see that in every country including the
Soviét Union and other FEas' European
countries, all the public sector industries try
to make a profit and the profi: gocs to the
public exchequer. The same policy we will
follow here also, but it will not be at the
cost of the common man. 1 would not like
the commwon man to suffer-as a result of it.
But when the public sector gaes -into trade
‘and makes a profit, there should not be any
grievanoe ageinst it. As'a matter of fact,
if-a public sector-undertaking mikes a loss,
‘voice should Be raised -against it and there
is need for a probe. If a public szector
undertaking like the STC or MMTC ' makes
a profit, therc's no need “'to feel unhappy
about it. As I'tidve said the MMTC is not
making any fabulous profit ‘on aluminfum.
About price, I have said this ‘is the policy
of the Government that the public sector
undertakiogs should make a profit. Parlia-
ment wants it, the Estimates Cammittee
wants it, the' Public Accounts: Comniittee
wants it, but it should not be at the cost of
national interests or ‘at the cost of the
common ‘man, Ther¢ | agree. From
that consideration, - wé cannot charge
MMTC with makmg any kind of undue
proﬂt ' :

Then the hon. Member said that MMTC
p.rim are higher than the world prices. It
is not .a .guestion of negotiation. Even if we
negotmted with different countries, it will
not be in the pubhc interest to give out the
prloes As a matter of fact, I was thinking

‘of"“giving ott the ‘pirchase price and sale

ptice, but later I thought it would not be
nd’vinble to give the whole thing. But later
on some people said that there Is no harm
in giviag the prlce. I will give the figures,

The c. i. f. price’of aluminium it Rs. 4060

per tonne. The price at which this is made

‘ ‘available to the manufacturers by MMTC is
small seale industries, I will do 3t Shii .

R&ﬁ?wpnaom -Hut this is inclusive of
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taxes, ‘exclse duty, stc. Tbiuhnoall
profit. .

The hon. Membu uxd there should be
some co ceasion if sale is materialised on
the high seas. We do give cettaln. facilities
. for she exporters 1ke passing of documonts
on High Seas Basis, avolding the slement
of sales tax which works out to 3 to 10 per
oent depending on the State. MMTC
charges much reduced service charges for
registéred exporters, which in some cases
may work out to about 1 per cent only.
Registered - exporters are also entitled to
draw back in duty which makes aluminium
available to them at prices far below the
domestic price. These aré the facilities we
give to the exporters.

. The hon. Member sid that we should
reduce the price at which : luminlum is
made available to consumers or manufac-
turers. . It is not possible at this stage to
commit myself. But it will . be my endea-
vour to see that smallacale industries are
helped. The disparity botween the imported
price of aluminium compered to the price
of indigenous aluminium can sometimes
lead to discrimination against some users
who may be in the -small scale sector. |
propose to have this position  reviewed with
a - view to eliminating - the discrimination
which may arise. But so far as the price
part is concerned, as. I said earlier, itis a
matter of policy. We would like the
MMTC to goon as it has been going on.
Of course, it must increase its efficiency and
speed, so that people have not to pay for
its inefficiency. But if be .wants that it
should not make profit and it should make
availabie imported material or- indigenous
material at a much lower price, it will not
be advisable in public interest. [ feel there
is nothing wrong cofunm working of
the. MMTC ‘is concomned. ' 1f there are diffi
cultivs faed by sooall scale “industries, 1
would ook into therr. ' But it hnotpom-
ble for us wmlmatbepdu

SHRI H. M PATEL (Dhaodbuka)
The question posed was that imported price
came to Rs. 6700 or whatover it was, but
the dtles price. was considerably higher, It
was S0 much higher that it was higher than
ﬂwpriecdftba ﬁnkhedpmduct. Whltic
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th-mm between the unpoﬂod c.:‘.f
price and - the saks pricc o the -actual
users 7 That comes to hetween 15 and 20
peroont, Is it.a fact ?

SHRI L, N. MISHRA : This does not
come to that., I have given the figures
earlier. . The price at which MMTC gets it
is Rs. 4,000 and the price at which it is sup-
plied to the consumers is Rs. 6,700 and odd
which is inclusive of all taxes, setvice
charges of one per cent etc. Therofore, you
cannot say that MMTC is making a profit
of 20 or 25 per cent. . My feeling is that
perhaps the international price -of alumi-
nium is something like 28 or 29 cents per
pound and our price is also in the neigh-
bourhood, at times lower also. But the
question is at what price do we sell to the
individual consumer. As I have stated, we
sell at the price inclusive of all taxes of
Rs. 6,700 and odd per tonne,

SHRI D. D. DESAI : The cost price of
aluminium works out to more than the
price of finished product as determined by
the excise department for the charging of
tax. There is already a tariff price for
conductors and cables by the Electrical
Manufacturers Association.  That tariff

.pricc is the rulmg price of finished goods,

ruling sale price, whereas the price at which
you are supplying the raw material works
out to 10 to 15 per cent higher than
the soliing price of the finished goods as
determined by the excise department after
survey that these are the ruling prices. '

SHRI L. N. MISHRA : So far as my
information goes, it should not be the
situation that the price of the finished goods
is 15 per cent cheaper than the price of the
raw materfal. I am not aware of it. of
that is the position, 1 would like to look
into it.

17.87 hre.
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