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RAJYA SABHA

Tuesday, 17th December, 19911
26 Agrahayana, 1913 (Saka)

The House met aDt eleven of the clock,
Mr. Chairman in the Chair.
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SHRI MENTAY PADMANABHAM:
We all welcome him back to the House
and we wish him well.

MR. CHAIRMAN: We all welcome
him back.
SHRI S. JAIPAL REDDY: 1 thank

the whole House for the sentiments ex-
pressed.

MR. CHAIRMAN: Question No. 361.
ORAL ANSWERS TO QUESTIONS
Entitlement for REP Licence of Imports

361. SHRI MOHD. KHALEELUR
RAHMAN:
SHRIMATI SATYA BAHIN:

Will the Minister of COMMERCE be
pleased to state:

(a) what is the entitlement for REP
Licence of various kinds of imports of
inputs for export production as per the
new policy;

(b) what is the manner in which the

value addition is ensured and what has
been the effect of the new policy;

(c) what are the items of import which
have been shifted to OGL after the
announcement of the new policy;

tThe question was actually asked on the floor
of the House by Shrimati Satya Bahin
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(d) whether it is a fact that items not
specified anywhere are treated as allowed
for import under OGL; and

(e) if so, what are the details thereof?

THE MINISTER OF STATE OF THE
MINISTRY OF COMMERCE (SHRI P.
CHIDAMBARAM): (a) Statement is en-
closed as Statement-I (See below)

(b) Exim Scrips are issued on post-
export basis as a percentage of either the
FOB value of exports or on the basis of
value addition achieved. Hence, in both
the cases, the value addition is ensured
automatically. It is too early to guage the
effect of new policy.

(c) Statement is enclosed as Statement-
II (See below)

(d) and (e) The items which before 6th
November, 1990 were not listed in ban-
ned, restricted, limited permissible and
canalised lists etc. and which before that
date were importable as unlisted OGL
items, are now treated as a part of
Appendix 3 of the Import & Export
Policy (Vol. I) (i.e. limited permissible
items) and are now importable against
Exim Scrip (except in the case of SSI
units and producers of life saving drugs
and equipments).

Statement-I

The REP licences, now called as Exim
Scrip licences, are of 4 types, namely
Exim Scrips, Special Exim Scrips, GEM
Exim Scrips and Gold Exim Scrips.

The Exim Scrips are issued on export
of products listed in App. 17 part-I and
Part-Il of the Import and Export Policy,
1990-93 (Vol. I, a copy of which is
available in the Parliament Library. In
respect of Exim Scrips issued on export
of products listed in Appendix-17, Part-I,
the Exim Scrip licence entitlement is
calculated @ 30% of the f.o.b, value of
exports, except in the case of newspaper
journals and periodicals, certain items of
Handicrafts and cinematographic exposed
feature films (including video-taped) ex-
clusive of royalty, distribution or similar
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other charges where Exim Scrip @ 50%,
40% and 40% respectively are allowed.
However, in respect of certain specified
items listed in Appendix-18 of the Import
& Export policy, 1990-93 (Vol. I), as
amended, Exim Scrips are issued @ 40%
of the f.0.b, value of exports.

The export products listed in App. 17
Part-Il of the Policy Book are the items
of Gem & Jewellery on which Exim
Scrips licences, ranging between 10% to
90% for the f.o.b. value of exports are
allowed.

Special Exim Scrips are issued to those,
exporters who have obtained the duty
free licences under the Duty Exemption
Scheme and have fulfilled their Export
Obligation. These licences are now issued
@ 30% of the value addition achieved
ie. 30% of f.o.b, value of exports minus
c.if, value of imports (40% in the case of
products listed in Appendix-18 of the
Policy book).

The Exim Scrip/Special Exim Scrip
licences are valid for import of permiss-
ible non-OGL capital goods, items listed
in App. 3 (list of Limited Permissible
items), App. 5 part-A (list of non-sensi-
tive canalised items) App. 6 list-8, part-1
and list-10 of Appn. 6 (list of items under
Open General Licence and list of items
required for manufacture of electronic
items under Open General Licence) of
the Policy Book.

The GEM Exim Scrip licences are
issued on export of plain and studded
gold/silver jewellery and articles. An ex-
porter is required to achieve 15% value
addition in the case of gold jewellery and
25% in the case of silver jewellery. An
exporter who has achieved value addition
in excess of the minimum prescribed for
exports is entitled to GEM Exim Scrip
licence for the excess realisation of the
value addition and is issued as per Table
below para 301(4) of the Import & Ex-
port Policy, 1990-93 (Vol. I). The GEM
Exim Scrip licences are valid for import
of rough diamonds, precious and semi-
precious stones, pearls and synthetic sto-
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nes in their unprocessed forms,
jewellery boxes.

empty

The Gold Exim Scrip licences are is-
sued @ 87% of the fo.b. value of ex-
ports in respect of export of plain gold
jewellery and 80% of the f.o.b, value of
exports in respect of export of studded
gold jewellery. The Gold Exim Scrip
licences issued on export of plain Gold
jewellery are valid for import of gold of
0.995 fineness, gold findings/mountings
of 0.920 fineness. The Gold Exim Scrip
licences issued on export of studded Gold
Jewellery are valid for import of gold of
0.995 fineness, gold findings/mountings
of 0.920 fineness, rough diamonds, rough
coloured gem stones, real or cultured
pearls undrilled/unset on export of stud-
ded gold jewellery.

Statement-1I

The following items have been shifted
to Open General Licence after the an-
nouncement of the New trade policy:—

1. Jigs, fixtures, dies patterns, moulds
and Press tools.

2. CAD/CAM machine
Garment industry.

required by

3. Anti-cancer drug Iscador and dis-
posable safety ear plug.

4. Finished rolls of cinematographic
colour films (unexposed) positive
under OGL for stock and sale.

5. Certain specified components re-
quired by the Auto and Electronics
industry.
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SHRI P. CHIDAMBARAM: Sir, the
honourable Member has made a number
of general statements. But the thrust of
the question is this: "Are you keeping a
tight watch over imports?" My respectful
submission. Sir, is "Yes." We are keep-
ing a tight watch over imports. There has
been an import compression of Rs. 3,500
crores in the first six months. The trade
deficit has come down from 2.4 billion
US dollars in the first six months of the
last year to only one billion dollars in the
first six months of this year which means

an import compression of approximately
Rs. 3,500 crores.
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SHRI P. CHIDAMBARAM: Sir, I am
sure that there is some amount of overin-
voicing. The authorities competent to in-
vestigate these cases are investigating
these cases. If the honourable Member
gives me a separate notice, I will furnish
the information about the number of
cases investigated and the action taken
thereon.

MR. CHAIRMAN: Mr. Shiv Pratap
Mishra.

SHRI SHIV PRATAP MISHRA: Sir,
while I congratulate the honourable Com-
merce Minister for effecting bold and
basic changes in our foreign trade policy,
may [ know from him what measures he
is contemplating to protect and promote
our interests in view of the growing
regionalism like the European Economic
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Community in the globil market and in
view of the welcome increase in am
foreign exchange reserves which have
grown from Rs. 2,600 crores when our
Prime Minister took over to Rs. 8,000
crores as on date? I would also like to
know whether further liberalisation in
Exim Scrips was introduced and, if so,
when. Also, what new thrust are we
proposing to give to our trade
and our representatives abroad to keep
pace with the highly competitive foreign
trade?

SHRI P. CHIDAMBARAM: Sir, he
has put a series of questions which re-
quire not an answer, but a long lecture
and debate...(Interruption)...

DR. BAPU KALDATE:
Paper!

SHRI P. CHIDAMBARAM: Briefly,
Sir, we must make export production and
export activity more profitable. If domes-
tic profits are very high, people will not
then export. What you must do is to
make export production and export acti-
vity more profitable "and that is what I
believe we have done and it is reflected
in the results, modest as they are, and I
have not drawn any final conclusions. In
the first quarter of this financial year,
export to the General Currency Area
grew by 4.9 per cent in doller terms and
in the second quarter of this year, exports
to the GCA countries grew by 7.03 per
cent in dollar terms. This is a modest
growth. T am not taking any credit for it
and I am not drawing any final conclu-
sions, But, if our policies are sound, as I
believe they are and as my Government
believes they are, and if we persist in
those polices and if we do not lose our
nerve and heart, I am sure, by the end of
this year, the success of these policies will
be reflected in the results. Only yester-
day, the Finance Minister laid on the
Table of the House a statement on the
state of the economy and the results of
his policy. Let us debate it and if there
are mistakes, we will correct them. But
we feel our basic policies are sound and
we should continue with our basic

A White

=



7 Oral Answers

policies.

As for the Exim Scrips, this is a market
instrument and a market instrument one
has to seen for what it is. The premium
on market instrument may go up and
come down depending upon supply and
demand. Watching the market, if it is
necessary to increase the volume of Exim
Scrips, we should do so and if it is
necessary to include more items in the
basket Exim Scrips, we shall do so. But
these are matters on which I cannot give
an assurance on any given day. I must
react according to the market.

MR. CHAIRMAN: Mr.
karni.

SHRI A.G. KULKARNI: Sir, now we
have the new system of issuing the Exim
Scrips instead of the old CCS and the
other previous instruments which we
were using to encourage exports. I am a
little bit doubtful on two counts which I
expect to explain to this House. One is
with regard to the restriction on imports,
which may be called compression of im-
ports or whatever you may say. Now,
capital goods require improvement of
technology. Particularly I am concerned
with textile industry. I find that customs
duty and other duties, whatever they are,
and the money to be obtained against
exports through Exim Scrips does not
match properly to the extent of our
neighbours' like even Pakistan and Chi-
na. One. Second I want to know...

MR. CHAIRMAN: What is your ques-
tion? It is your statement, (interruptions)

SHRI A.G. KULKARNI: I asked the
first question whether capital goods and
import of capital goods for technology
upgradation is being constrained. That is
one question. And part (b)...

MR. CHAIRMAN: You are allowed
one question, not (a) and (b).

SHRI A.G. KULKARNI: Many
friends have asked up to (d)... (interrup-
tions)

MR. CHAIRMAN: You are an old
man! You go by rules.

AG Kul-
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SHRI A.G. KULKARNI: You are
very strict on me nowadays! (interrup-
tions)

MR. CHAIRMAN: You are an old
man! You are expected to follow the
Rules.

SHRI A.G. KULKARNI: What is the
use of old age when I am not given a
chance, Sir? (interruptions)

May I know from the hon. Minister
whether GATT has objected to the issue
of Exim Scrips and uncalled for incen-
tive? And in this connection I want to
know whether our dealings with the
Communist countries, particularly
Czechoslovakia, etc., and now Russia-
whether there is the possibility of our
trade, export trade, coming under a great
strain and whether your Ministry has
taken any steps through any of these
instruments to find out how exports take
place to those countries where exports
have been built up.

SHRI P. CHIDAMBARAM: Sir, ab-
out the first part of the question relating
to capital goods, capital goods are under
OGL. There is also Appendix I, Part
(A), and then there is the residuary
basket.

SHRI A.G. KULKARNL
duty is more.

Customs

SHRI P. CHIDAMBARAM: Capital
goods under OGL are importable freely.
Last week we moved all other -capital
goods, that is, non-OGL, non-Appendix
I, Part (A) caiptal goods to Exim Scrips.
Therefore, they are importable freely.
The constraint of course is high customs
duty, today capital goods bear a tariff of
85 per cent, which is high. We cannot be
competitive with 85 per cent customs
tariff. I do not think there is any disag-
reement that these tariffs have to be
brought down. But how much they
should be brought down and when they
should be brought down is a matter for
the Finance Minister to judge and take a
decision.
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SHRI A.G. KULKARNI: When on
the right side is the Finance Minister and
he himself is on the left side ...

MR. CHAIRMAN: You think that ihe
Finance Minister is on the right side!
That is all right. He is on the right.
(interruptions)

SHRI A.G. KULKARNI: Would you
advise the Minister to take the view of
the Finance Minister and tell us what
exactly you are going to do?

SHRI P. CHIDAMBARAM: He will
say that, I am sure, when he presents the
Budget on the 28th of February and he
will tell the House what he intends to do.

Sir, as far as Exim Scrips are con-
cerned, it is true that some countries in
the GATT negotiations have objected to
Exim Scrips as if it was an export sub-
sidy. We have opposed this contention.
CCS and Exim Scrips are based on diffe-
rent concepts. There was some justifica-
tion in calling CCS a subsidy. Exim Scrip
is not a subsidy. Exim Scrips is a market
instrument. It is to link exports and
imports. And I think we have carried the
argument that Exim scrip is not an export
subsidy.

As far as rupee trade is concerned, yes,
trade to rupee payment areas has come
under strain this year because of the
collapse of the Soviet market and the
Soviet Union as a political entity. But we
have entered into  agreement  with
Uzbekistan. We have exchanged draft
trade agreements with some Republics-
Ukraine, Byelorussia and Kazhakhstan.
We are confident we will be able to enter
into trade protocols with five or six Re-
publics by the end of this year or in
January, With Czechoslovakia, and
Romania with which we have rupee trade
we will enter into trade protocols for
1992.
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SHRI P. CHIDAMBARAM: Sir, of
course, there is monitoring. The Finance
Ministry monitors, my Ministry monitors.
I don't believe there is any need for a
cell. What are we here for if we don't
monitor what we are doing? There is a
high-powered Committee under the Com-
merce Secretary which has a clear charter
to advise on the policy changes which
have to be made in the light of the
statement on Trade Policy laid on the
Table of this House on the 13th of
August. We have not moved anything to
OGL except the correction that we made
about a month ago regarding PMP and
non-PMP units. Today, we are supporting
the Exim Scrip route. We are doing so
because we want to link exports to im-
ports. We want to attain optimal import
compression. As I just said. Sir, in ans-
wer to the first questioner, we have
achieved compression of Rs. 3500 crores.
Out reserves are today Rs. 8,000 crores.
And we have achieved a modest growth
rate in exports to GCA countries. We are
monitoring every day and I think we have
a sound policy, and we are on the sound
route.

SHRI VITHALBHAI M. PATEL: Sir,
when the CCS scheme was discontinued
and changed in 1989, at that time, a
number of exporters like the Castor oil
exporters have contracted with foreign
countries for export They have not been
paid CCS yes and the cases are pending
with the Ministry for years.
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What are you going to do about these
exporters who have already contracted?
There was a sudden change. They have
sent the goods. They have got the remit-
tances. But they have not been paid the
CCS yet. What are you going to do about
them?

SHRI P. CHIDAMBARAM: Sir, I am
not aware of the specific case which the
hon/ Member is referring to. CCS was
suspended on the 3rd of July. In his
Bodget statement on the 24th of July, the
Finance Minister announced that the CCS
scheme stood abolished with effect from
3rd July. All arrears of CCS in respect of
exports physically made up to 3rd of July,
1991 will be paid to the exporters. I am
not aware of this case of 1989. If there is
a particular case in which there is a
particolar problems, if the hon. Member
brings it to my notice, certainly I shall
look into it.

SHRI HARVENDRA SINGH HANS
PAL: Sir, I was going to ask the same
question which Mr. Patel has just now
asked. My information is that an amount
of over Rs. 600 is due which the Govern-
ment is supposed to pay to the exporters,.
Exporters are using very costly money.
They have to pay interest at the rate of
even 25 per cent per annum. So, I would
like the Minister to enlighten the House
if a provision has been made in the
Supplementary  Budget to pay this
amount. If not, how and when the
Government is proposing to pay these
Rs. 600 crores to the exporters?

SHRI P. CHIDAMBARAM: Sir, it is
true that the arrears of CCS in respect of
exports made up to 3rd of July have been
calculated to be approximately Rs. 550
crores. I am sorry that for budgetary
reasons we could not make this payment.
But yesterday this problem has been
resolved substantially. I have issued in-
teractions yesterday to begin making the
CCS payments. And I am confident that
the CCS payments will be made in the
next three to six weeks.

AN HON. MEMBER: Days or weeks?

[RAJYA SABHA]

to Questions 12

SHRI P. CHIDAMBARAM: Weeks.

PROF SAURIN BHATTACHARYA:
Sir, my question relates to two points
made out by the hon Minister in his
reply to the third supplementary and later
on. The latter point will be taken up by
me first The Minister said about the
rupee trade that there has been a political
collapse—collapse of the Soviet Union as
a political entity. We may have different
conceptions in different parties with re-
gard to this matter, but when making a

from the side of the Govern-
ment perhaps, some circumspection may
not be ruled out altogether. Even today,
question has come wup whether the
Security Council seat will be held by the
Soviet Union or the Russian Federa-
tion....

MR. CHAIRMAN: What is your ques- tion?
We are not discussing who will be Security
Council. This does not arise out of this
question as to which country will held the
permanent seat in v. ncil.

PROF SAURIN BHATTA-
I will come to the question: kindly allow
me to...

MR. CHAIRMAN: 1 cannot (flow
this You put your question.

PROF. SAURIN BHATTACHARYA: My
questions is whether this is the percep- tion
of the Government of India that the Soviet
Union has collapsed as a political entity
That is part (a) of my question. Ana then part
(b) of my question is, he said earlier that if
domestic prices are high, there will be
less incentive for exports. I want to know
whether from the side of the Government,
adequate steps are being taken—and if taken,
what are they for keeping down the
prices of.

MR. CHAIRMAN: Yes, in the inter-
nal market.

PROF. SAURIN BHATTACHARYA:
....goods which are exportable.

SHRI P. CHIDAMBARAM: What I
said was—I say it with great respect—that
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when domestic profits are high, manufac-
turers will have no incentive to export.
The only way to encourage exports, and
this is accepted world-wide, is to make
export production and export activity
more profitable than domestic profits. I
think the system of incentives and the
package that we have worked out as a
policy, encourages export production and
exports because today I believe export
profits are good, and the answer is to
make export activity more profitable so
that people will export more even if it
means compression of some domestic
demand.

MR. CHAIRMAN: Question 362.

India's talks with the President of Asian
Development Bank

#362. DR. RATNAKAR PANDEY:!
HRI BEKAL UTSAHI:

Will the Minsiter of FINANCE be
pleased to state:

(a) whether during his recent visit to
Bangkok he met the President of the
Asian Development Bank, to impress
upon him to increase the ADB's expo-
sure to India; and

(b) if so, what was the response there-
to, indicating the likely aid to India?

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE  (SHRI
RAMESHWAR THAKUR): (a) and (b).
Yes. In the meeting with the President of
Asian Development Bank at Bangkok,
the current lending programme and the
modalities to, increase ADB's exposure to
India specially the quick disbursing com-
ponent was discussed. ADB's response
was positive.
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of the house by Dr. Ratnakar Pandey
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