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Separate paging is given to this Part in order that it may be filed
as a separate compilation.

MINISTRY OF COMMERCE

RESQOLUTION
N:w Dalhi, vhe 28th Ssprember” 1968

Tariff Commission Review Committee

No. 26(2)-Tar/67.—The Government of India in the Ministry of Commerce, under their
Resolution No. 26(1)-Tar/63, dated the 19th February, 1966, appointed a Comimittee of Inquiry
under the Chiirmanship of Dr. V., K. R. V., Rao, then Member, Planning Commission and now
Minister for Transport and Shipping, with the following terms of references :—

(1) to review the working of the Tarlff Commission, Bombay since its inception in 1952;

(ii) tosuggest amendmentsin the Tariff Commission Act, I951in order to effect improve-
ments;

(iii) to review the policy of protection to industries taking into account the present restric-
tions on imports; and

(iv) to examine and suggest that other functions can be entrusted to the Tariff Commission
having regard to the requirements of development planning in the country and to
recommend changes in the constitution and furictions of the Commission.

2. The Committee submitted its Report to Government on the 3Ist August, 1967.

(803)
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. The coaclusions and recommendations of the Cymmittee are contained in Chapter VI of
the Report. These have b2en considered by Gavernment, and the decisions taken thereon are

sct outin the Annexure,

4, Government wish to place on record their aporeclation of the valuable work done by the

Committee,
ANNEXURE
5L No. Recommendation of the Dzcision of the Government
Tariff Comm ission
Review Committee
I r 3
T The essence of the role of the Tariff Com- Noted.

mission lies in its selectivity,in its pick-
ing of the right industries; in its recom-
mending the correct measures which
will enable the Industries to grow with
the minimum burden on the
constmers and in its ensuring that the
Industries grow up strong gnd vigorous
and become mature enough to face the
world on their own.

2 The Committee would like to stress the Government agree in principle

nood for sticking to the wormal proce-
dure before any decisions are taken by
Government to impose protective duties,

3 The Commission has played a very
uscful role In promoting the healthy
growth of Industries in Indtia.

4 Each industry has its own problems, It
is not‘possible to fix a uniform rate of
return for all industries and the rate is
houhd to vary from industry to indus-
try, depending on its nature, the rigks
involved ete., the industry’s need for
funda, and from perlod to period, de-
pending on the currént bank rate, the
capital market cte, Under the eircum-
stances, attention has to be paid to

ragmatic considerations in determin-
ng the rate of return,

€ While calculating deprcciatiod the
Tariff Commission may deviate from
Income-Tax practice where actual
working practice justifica such a course,

that the
normnal procedure should ordinarily be
observed, but there may be occasions
when cconomic developments will ne-
cessitate immediate action without re-
ference to the Commession. Government,
thercfore, consider that it will not be ap-
propriate to tie their hands by amending
the Act as proposed by the Committee.

Noted,

Under consideration.

Under consideration,
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& Hach claim of rehabilitadon allowanee Accepted.
ahould be sxamined on its own merits
in the light of the principles laid down
by the Commission in 1961 In regard
to the fair price payable to cement
producers,

7 S8ince our cconomy is passing through a  Under consideration,

phase of inflationary ?res:aures pro-

vision for contingency allowance should

be avoided while fixing prices and the

industry should be able to absorb small

increases in costs, However, an escala-

tion clause is in order in suitablo cases

for any major increase in costs which is

bzyond the control of the manage~

ment,

8 If th: Commission is to fanction eff2c- Accapted, subject to the qualification suggest-
tively and command respxct from in- ed, namely that departures may be made
dastry, a hralthy ¢oaventiop should be under exceptional circumstances,
bailt up whereby the recommendations
of the Commission arc usually accepted
by Governm:=nt, departures therefrom
being made only under exceptional cit-
cuamstances,

9 Unirs under protection and price control Government agree thet the cost data should
ghould maintain their cost data in a be maintaled in a scientific way. The
scientific way. If they are not able to  Company Law provides for the com-
do 80, arrangements should be made for palsory  maintenance of cost records by
the Commission to assist them in this  any spscified class of companies engaged
process. For implementing this seheme in production etc. ~ The Eompany Law
costing staff of the Commission may be  Board will in consultation with the Com-~
augmented to the extent necessary. missfon decide upon a scientific method

of maintenance of cost records and enforce
the maintenance of such records.

o In their own interest the industries and The attention of all concerned is invited to

other coicerned parries should extend the need for giving full co-operation to the
their full co-opzration to the Commis- Commission,
sion to enable it to function smoothly.
It is also worth considering whether The question of  taking  further
some legal obligation should not be legal pow:zrs to  ensure  co-operation
imposed on the producing units con- will be examined after some time in  he
cerned for ensuring such co-operation. light of the experience gained.

11 Reports of the Commission on price Accpted.

ingairies sho 1ld normally be completed On the question of staff, Government have

within six months from the date of re- taken note of the position and will consider

ference. In exceptional cases the  any requisition from the Commission
eriod may be extended to ten months. sympathetically, consistenet with the re-

The Committee is not in favour of the quirements of economy.

Commission submitting Interim re-

ports on a matter like price fixation,

To prove the Committee’s recommen-

dation workable in practid, edditional

cvosting or other supporting staff that

the Commission may require in con-

nection with any price inquiry should

be madc available to all promptly.

12 Government should normally announce Accepted.
their decigion on the Commission’s re-
ports within the stipulated period pro-
vided in the Tarif Commission Act,
that is, three months.
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£3 As an initial follow-up of the recommen-
dations of the Committee’'s Interim
Report, Government agked the Com-
mission to examine on a sample basis
the extent of protection available to
two de-protected industries. The
Committee feels that it would be use-
ful to have s?milar quick examination
made of other de-protected industries
which have been suggested for such

Accepted.

Government are of tha view that the principle
of carrying out a review of de-protected
industrica two to thrce years after depro-
tection is ausefulone and may be adopted as
a regular measure.

inquiry in its Intetkm Report,
14 In view of recent relaxations in imports  Noted.
and other changes in the economic
situation in the country, tariffs have
again agquired importance as an in-
strument of plan policy.
15 Since the benefits of de-waluation in Accepted.

terms of price-compeatition with im-
ports, accrue also to other industries
which have so far not been subjected to
a Tariff Commyission imwuiry, it is ne-
cessary that (Government may now ini-
tiate carly action on the preliminary
scrutiny of thee industries as contemp~
lated in the Committeefs Interim Re-
port. On the basis of such scrutiny
Government may refer selected indus-
tries to the Tariff Commission for exe-
mining thelr case for protection.

Selection of the industries to.be go reviewed
will be made by Government in the various
Ministries concerned.

16 The protection inguiries will enable both
the Government and industrial units
to identify the scope for adopting cost
reduction policies in respect of current
production as well as of future expan-
slon. The discipline imposed as a
result of either the initial or the review
inquiry by the Commission should
itself be og asgistance in preventing ad
hoc ot indiscriminate raising of costs,

17 The Commission should continue to be
responsible for examining the cases
for grant of protection as well as for

l_\Toted.

Accepted, with the qualification that (1)
Government will no t be statutorlly bound
to refer each and every case to the Com-

coatinuance or madification of protee-
tlon as it has been doing hitherto. The
present policy regarding protection
embodied in Sections 11 to 15 of the
Tariff Commission Act needs no
modificatton.

18 A suitable Government agency other than

the Tariff Commission should be re-
quired to look into cost and price as-
pects of de facto and deprotected in-
dustrics on & regular and continuous
basis. However, it is already open to
Government to refer to the Commmis-
gion such of these industries as in their
opinion require g detail examination
by the Commission on the lines men-
tioned in paragraphs 95 and 96 of the
Report.

19 All suo moty powers vested in the Com-

mission under Section 73 of the Tarif
Cmmision Actshould continue.

mission; (2) a post-deprotection enquiry
within 2 to 3 year should be adopted as a
regular feature,

So long 28 no other agency is set up, Govern-
ment will utilise the experience and the
assistance of the Commission for this
purpose.

Accepted with the clarification that ¢“prptec~

tion” in this context is to bet aken as re-
ferting to tariff protection, and that the
suo motu powers will not extend to Indus-
trles which are “‘protected” by import
control.
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20, Whenever Government desire to impose (i) Govermment agree that normilly such
statutory control over prices of indus- cases should be referred to the Commis-
trinl products and non-agricultural slon. Government should not however
raw materials, they should refer all be precluded from setting up ad hoc
such cases to the ‘Tariff Commission committees 1n speclal  circumstances.
for inquiry and report, However Where it is found necessary to appoint
where certain circumstances affecting such ad Aoc committees, a convention
cost of production have changed after should be established to  associate
the Commission submitted its reports, the Chairman or a Member of the Com-~
Government may revise the prices  mission with such Committees.
after informal' consultstions with the () Government  agree that  informal
Chairman of the Commission. Further  consultation with the  Chairman of the
if circumstances of any particular case Commission may be resorted to where
Zequire immedlate fixation of prices, such price flxatlon is effected without
‘Government may fix an interim price having a formal enquiry.
by an execurive order subject to a review (%) Government conslder  that it is
by the Commission. In any case, price not necessary to have an  Immediate
Ingquiries should not be referred to ad- post facto review by the Commission in
Aoc Committees, ) case$ where Government have fixed prices

without a formal enquiry because of the
urgcncg. However, the periodical review
in such cases could be entrusted to the
commission.

21. The Committee is generally in agreement Noted.
with the procedure and practice followed
“B% tha Comrrdssion for price fixetion,

22, The Commission should be vested with Government do not consider it necessar
suo motu powers enabling it to review to invest the Commission  with suc
industries, prices of the products of suo motu powers, as they can scek the
which are statutorily controlled by advice and assistanice of the Commission
Government  after reference to the whenever it I8 considered necessary.
Commission, '

23. Government may find it useful to utilise Accepted.
the expertise end quasijudicial nature
ofthe Commission to thoroughly inves-
tigate specific problems to an export
industry.

24. The present arrangements of reviewing Accepted. ‘Che Coramission should obtain

public sector undertekings by the
Parliamentary  Committee on Public
Undertakings and the Bureau of Public
Enterprises appear to be adequate,
Howcever, the  Commission should
continue to be empowered to review
any Public sector under taking if it is
part of an industry which is being in-
quired into either for protection or for
price fixation.

the gpecific concurrence of Government
before inquiring into any Defence under-
taking,

28. It is appropriate that the Minlsiry of Noted,

Finance while reviewing and analysing
other aspects goverming fixation of
cnstoms and excise duties, should keep
in view the protection policy pursued
by Government on the recommendations
of the Commission from time to time.
If necessary, they may consult the
Chairman. of the Commission before
fixing the rates of dutics on protected
and price controlled commoditics.
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36, Cost reduction vi stdies assume  Govermtnent have fioted the obmrvation
considerable imbortaice | an  eco- that cost reduction vigilance studies
nomy ridders infladonary pressures have assumed comsiderable importance.
such as are being witnessed in our  They agree thet suwch vigilance would
country today, The Committee 8 of not be an appropriste funcetdon of the
the opinion that wuch studies may be Commission, owever, Government
attempred by an a rgpmte agency congider yitet while meking recommen-
other than the 'l‘ﬁi Commission dations the Commission should also
ps an  (ntegral part of Govérnment’'s to the exrent  possible, recommend
watch over prices. mecasures for cost reduction, The Com-
mission may also inmdicate in  its
recommenditions the extént to which
the high costs of a particnlar industr
are due to factors which can. be controll
by the industry.
2%, Government should advise its varidas Accepted.
departments o ketp the ‘Commission The Departments wifl inform the comt-
ormed on mitters reliting to any mission of matters relating to such
{ndustry which the Commission has  industries in order to enable
inquited Into ot other closely allicd the Commission to keep this information
industries, in view while conducthﬁ examination
of other industries or of these industries
in case any future reforence regarding
thear industries is made fo the Commission
by Government.
28, The GComumittee antigipatcs that the While agrecing generally, Government
Commission will be fully occupied if  consider that it would be ugeful to have a

29,

30.

all protection and price ogses arc refer-
red to it and the Commission keeps a
close and contnuous watch over their
progress after Government have taken
decisions on protection or price, as the
case may be. The Committee is not
therefore in favour of any further
expansion in the functions of the
Commission.,

Considering the highly specialised nature
of the Commission’s work the committee
is of the opinion that the Tariff
Commussion should be a compact
body and its membership should
not exceed five. Additonal Members
not exceeding two may be appointed,
if necessary, for special inquiries and
for specific period for which there is
aready a provision in Clause 3 of the

resent  Tariff Commission Act. The
ommittee is not in favour of the appoint-
ment of part-time members on the

Commission,

It is desirable that ode of the Mambers This

of the Tanff Commission should ke an
expert In cost accountancy and another,
aperson with wide managerial expetionce,

residual clawse in the Tarif Commission

I, 1951, eaebling them to remir to the
ommission  inguiries ipnto 8§ l4
questions connected with any iﬂc{)uesd.ﬁ >
particularly where factors such as the
cost of production or the competitive
cﬂic‘l:icncy of the industry are invol-
ved.

Noted.

recomimendation  will be imple-
mented to the extent possible, taking
into account the availabllity of suitable
persons, It is mot considered necessary
10 make a specific amendment of the
Tariff Commission Act for this purpose.
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31. The ranking of the Chaitman and Mem- These recommendationg be
bers  of the Turiff Commd et mnsxdbn:d by Givernmehd and

the warrant of precedence 1Esued by decisions taken in accordence with the
the Government of India may be  general princlplgs applicable to such
mistd, Itis desirable that the ofice df  cases.

the Tariff Commission be upgraded

froma subordinate office to an attached

office in order 1o increase its administra-

tive efficiency,

32 If the recommendations as well as other Having regard to the decisions indicated
suggestions regarding the functions above, Government will consider whether
and the constitution of the Tariff the amendment of the Tariff Commission
Commission are  accepted relevant  Act, 957, is necessary, ard if so, legishation
changes w1ll have to be made in the will be undertaken in due course.
gm ariff Commission Act, The

d hncs on which amendment
may be made are indicated in paragraph
115 of the Report,

ORDER
Ordered that the copy of the resolution be communicat~d to at all concerned and that it be
published in the Gareite of India for General Information, .
H. K. KQCHAR, Joint Secy.
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