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as a separate compilation.

MINISTRY OF FOREIGN TRADE

RESOLUTION

New Delhi, the 27th February 1971

No. F.2(12)Tex. (F)/67.—The Government of India, being of the opinion that an
examination of the cost of production vis-a-vis the fair prices of Rayon Tyre yarn,
cord fabric produced indigenously was necessary, requested the Tariff Commission
to conduct an inquiry in July, 1968. The Commission on conclusion of the inquiry
has now submitted its report. The main recommendations which are in respect
of the determination of fair prices for rayon tyre yarn, cord and fabric,, are as
follows; —

(1) A progressive lowering of fair ex-works selling prices (exclusive of excise
duty) of Super II grade yarn from its present level to Rs. 14-00 per
Kg. in 1969 Rs. 13,00 per kg. in 1970 and Rs. 12.25 per kg. in 1971.

(2) As regards prices of Super I grade, the differental method, rather than
a cost plus method has been suggested. it is considered that some
widening of the present market differential between the two grades
would be justified. This, it is hoped, will not only attract the custom
necessary for more uniform utilisation of capacity but provide more com-
parable margins of return as between the three units. Hence, the
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prices which provide differentials of Rs. 2 50. Rs 2 2.i and Rs. 2 0(>
have been recommended. Thus the fair ex-factory soiling prices (ex-
clusive of excise duty) recommended are Rs. 11.BO per kg- for the year
1969, Rs. 10.75 for 1970 and Rs. 10.25 for 1971.

(3) The tyre cord units produce both twisted cords and woven 'fabric' from
the pJai'i yarn produced in the spinning section ci the factory tor
which a price has already been determined. With a view to fixing
differentials for 'cord' and 'fabrics' over that of yarn, estimates were
prepared based on the expenses In this section of the factory. None
of the companies, maintains adequate record to show the costs sepa-
rately for 'cord' and 'fabrics'. This had, therefore, to be analysed,
technically. By far the major production related to 'fabric' and small
quantities ranging from 2 to 5 per cent rf the factory's production
related to 'coid'. The differentials (after adjusting for "yarn coning")
have boen worked out as under: —

Period

1969
1970
1971

Average for 'cord'
and 'fabric'

Rs./Kg.

1.7i
1.46
1.28

Proposed differential over
yarn price

Cord only Fabric only

Rs./Kg. Ri./Kg.

1.00 1.75
O.85 1.50
0.75 1.25

It would be adequate if the differentials indicated in cols. (3) and (4) are taken
into account for purposes of fixing prices lor the next thiee years. Including
the above, the proposed exfactory selling prices are indicated below: — .

Peiiod

1969

1Q70

i97i

For

Cord

Rs./Kg.

15.00
13.85
13.00

Super II

Fabric

Rs./Kg.

IS.75
14-5°
13.50

For

Cord

Rs./Kg

12.50
11.60
11.00

Super I

Fabdc

Rs./Kg.

13.75
12.25
11.50

2- The recommendations oil the Tariff Commission have been considered by the-
Government of India who havo come to the conclusion that (i) a long term view
of reasonable pricing was not possible because of the evident imponderables of
the case such as the different return on. capital and production programme, utilisa-
tion of capacity-, etc., (11) prices for a short period up to 31st December, 1971 only
could be determined; and (Hi) meanwhile demand/supp'ly/market situation obtain-
ing towards the beginning of the third quarter of 1971 should be analysed so as
to secure fixation of prices for the period after 31st December, 1971.

3- Government of India have accordingly adopted the following prices up to
31st December, 1971 for rayon tyre cord/fabrics.

Prices for Rayon Tyre CordlFabrto Ex-Works exclusive of Excise Duty

Super II Materials
Super I Materials

Yarn

12.25
10.25

Rupees per Kg.

Cord

13.00
11.00

Fabrics

13.50
11.50
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4- iRayon tyre cord materials constitute 40 per cent of the cost o£ tyres and
therefore the reduction In the prices of these materials should be reflected in the
prices of tyres. Government will take steps to ensure (list, the benefit of the reduc-
tion in the cost of lyrei reaches the ultimate consumer.

5. The Commission has also made the following other recommendations of a
general nature some of which are of complementary character in relation to the
recommendations for price levels: —

(1) Periodic factual examination of the installed capacities of the units
should be taken in hand either by the DGTD or some other competent
agency, particularly because erroneous assumptions regarding under
utilisation of installed capacity tend to vitiate the determination of
actual cost of the final product.

i(2) As capacities for production of nylon are progressively being installed
in the country no fresh licence should be granted for expansion of
capacity of rayon tyre cord. So also the capacities of the three
manufacturers should at least, for the time being, be frozen at their
present installed levels.

'<3) The need for following a co-ordinated policy of expansion of tyre cord
capacity whether in the form of cotton, rayon or nylon may be
brought to the notice of all concerned. This holds good in respect of
Imports also.

'(4) There appears to be little immediate prospect of any radical change In
tyre design being introduced in the country; but the favourable iong
term outlook for rayon tyre cord in the event of such a change should
not be completely discounted. In this context a more intensive techno-
economic, study of this in the not too distant future by an appropriate
authority is suggested.

'<5) More vlgcrr^s efforts require to be made by the manufactures towarda
the exports of rayon tyre cord. If some Governmental assistance
becomes essential to stimulate the process, the same is commended for
the Government's consideration.

i(6) The Railway Board and M/s. Tata Power Company may look into the
difficulties expressed by the tyre cord manufacturers in regard to
allotment of wagons and power facilities respectively with a view to
ensuring .uninterrupted production of rayon tyre cord,

(7) Steps should be taken to reduce procedural de]ays to the minimum In
the issue of import licences for raw materials.

These have also been considered and Government have accepted them In principle-

6. Order that a copy of this Resolution be communicated to all concerned and
ithat it be published in the Gazette of India.

B. D. KUMAR, Jt. Secy.
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