[10 March, 2003) RAJYA SABHA

THE CUSTOMS TARIFF (AMENDMENT) BILL, 2003

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE AND
COMPANY AFFAIRS (SHRI GINGEE N. RAMACHANDRAN) : Madam, | beg
to move:

*‘That the Bill further to amend the Customs Tariff Act, 1975,
as passed by Lok Sabha, be taken into consideration.”

Madam, due to the urgency for replacing the Customs Tariff (Amendment)
Ordinance, we have introduced the Customs Tariff (Amendment) Bill, 2003,
that is already passed by the Lok Sabha on the 3™ March, this year. It is
sant to this House for consideration. For having a uniformity in the
Government classification codes prevailing for customs tarnff purposes and
also for commercial purposes, which are adopted by the Commerce
Department, and also by the international organisations, .to expand the six-
digit classification code to the eight-digit classification code, we have
introduced this Bill. It sesks to replace the Customs Tariff (Amendmant)
Ordinance, 2003 also. Now, the customs tariff is classified under the six-
digit code. The Commerce Dapartment has -adopted 8-digit code in order
to harmonise the commodities in one code which will reduce the transit cost
and other classifications and disputes. For that reason, we have introduced
this Bill 1o replace the Ordinance. On that matter, it has already been taken
up in the Lok Sabha. It has come up for discussion in the Rajya Sabha.
After hearing all your points, | will give my raply,

The question was proposed.

SHRI PRANAB MUKHERJEE (West Bengal) : Madam, | rise to
make my observations on this Bill. The Bil. as you know, is one of the
bulkiest documents, containing 554 pages. But all the pages contain the
schedules and a large number of items. The whole objective of my
participation in this Bill is just to travel back in the memory lane, in the
sense that 28 years ago, sitting on that side, | had the privilege of piloting
the Bill now the principat Act, the Customs Tariff Act, 1975, which was
based on the harmonised system of nomenciature, which was popularly
known as BTN, Brussels Tariff Nomenclature, it was evolved by the
Customs World Organisation located at Brussels. At that point of time this
harmonised systemn was based on 6 digits. Now, the Department of
Revenue has evolved over the years a system of 8 digits. Cartain
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organisations have evolved 10 digits system. Already, from the 1" of April,
2002, the a-digit harmonised system of nomenclature have been introduced.
Now, two questions arise, and, if the movers of the Statutory Resolution
were thers, they could have pointed it out as to why it has been brought in
the form of an Ordinance, because the Government wanted to introduce the
8-digit harmonised system of normenclature, recommended by the Customs
World Trade Organisation. No harm, everybody accepts that and it should
be done. It was introduced from 1* April, 2002. Therefore, in the July
Sassion, in the Monsoon Sassion, we could have got it done through the
reqular legislation. In Winter Session also, we could have done it. There
was no need of bringing it in the form of Ordinance in the month of
January. | object to the principle of making financial legislations. It is a
money Bill as defined under Article 110. Financial legislations need not
necessarily be routed through the ordinance route; it should be done
through regular legisiations. Secondly, when, for the {ast 10 years, we have
evolved ‘a system of scrutinising the important pieces of legislation by the
Standing Committees, there would have been no harm if this Biff would have
passed through the scrutiny of the appropriate Standing Committee, in this
case the Standing Committee of the Finance Ministry. | am repeating the
point. The code has been evolved by the Department of Revenue. There
have been consultations with the DGFT, Director-General of Foreign Trade.
The Diractor-General of Commercial Intelligence and Statistics has been
consulted. Various Chambers of Commerce, representatives of the trade
and industry have also given thair inputs, and if the Members of this
Standing Committee, dealing with money and finance, could have given their
inputs, | think, the Bif would have become better, from the presentation
point of view and from the appreciation point of view, There was no
urgency as such that a legislation through the Ordinance route shoulkd have
taken place. But when it has been passed by the Lok Sabha, so far as
the Constitutional provision with regard to this House is concerned, in
respect of Money Bills, our observations are extremely limited in the sense
that you can't hold it bayond 14 days. In future, § think the hon. Minister
may listen to my suggestion that this type of legislations should be routed
through tha Standing Committee, where a detailed scrutiny is possible.

The second point to which | would like to draw the attention of the
hon. Minister is that when these nomenclatures are accepted and they are
interpreted by various officers, there will always be constant confiicts
between the Office of the Director-General of Foreign Trade and the
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Revenue Department in regard to the corect interpreration of the
classifications because the rates are not going to be changed. So far as
the main content of the Bill is concerned, | am happy that all major areas
are taken note of, for instance, the harmonised system of nomenciature has
been rotained while praevaiting on common classifications. Section notes,
chapter notes, sub-heading notes of the harmonised system have also been
retained. Only the supplementary notes have been added, and rightly so,
because the expanded items have been brought within the system. From
1975, in the last 28 years, a 1grge numMber of naw items have come. They
shoula De grouper and regrouped ana where it is not possible to
specifically incicate tnem unger any particular item, they have been yrouped
together. That 1s also quite rational. But the point whicn | am trying to
drive at is that there is aiways a conict of interest. So far as the Revenue
Depaniment is concerned, genuinely, the revenue people want to earn more
revenue and, therefcre, they interpret the noufications in such a manner that
the Government gets more revenus. On the other hand, the Deparniment of
Commerce has an interest in promoting international trade, both in terms of
imports and expons, and, therefore, their interpretations are slightly
favourabie to the traders who are engaged in international trade, either in
imports or exports. Therafore, a system should be evoived where there
would be a common interpretation, as far as possible. After the
presemation of the Budget, two sets of notilications are issued, one by the
Department of Revenue ang anotner by the Depariment of Coimmerce.
immediaiely atter the presemation of the Budget, a large number of
notifications are being issued and faid on the Table of the House. After the
passage of the Budget, anter the approval of the Finance Bill, the mid-year
corrections are also made by the Fnance Ministry ang the amended
notificanons are also laid on the Table of the House. Most of the lime,
Members do not take note of or cognisance of them. After the lapse of a
period of 30 days, they become automatically accepied because we hardly
take note of them and bring them for a discussion within 30 days.
Therefore, 10 my mind, it would be simpler, if the hon. Minister ensures that
there is a constant dialogue between these two organisations. As far as
possible, common interpretations should be issued by the Director-General
of Foreign Trade to his subordinate offices and by the Depanment of
Revenue to wvarious customs officers so that the ditferent type of
Interpratations should not stand in the way of (&) revenue reaksation; and (b)
expansion of international trade. This is the second suggestion which |
would fike to make.
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The thirgd suggestion is that the Government has alreagy the power
of delegated legislation and delegated legislation is aiso not unusual. It is in
the normal natural course. | am happy that the old notification period of 30
days has been retained, where the House can take it up, if at any particular
point of time Members are interested in discussing the changes which will
be introduced. It is satisfactory that the rate of customs duties will not be
altered in the name of reclassifications and moving from six digits to eight
digits nomenciature. From the statement of the Minister and from the
speeches mage in the other House, | understand that it will be revenue
neutral. With these brief comments, | extend my support to the Bill,

SHRt B.P. APTE (Mabharasnira) : Madam, | am grateful to you for
gving me this opportunity to speak. | stana here to recommend the Bill for
agoption to this hon. House. The Biil, even though it is bulky, makes a
simple attempt to harmonise, to conform to international standards and is
also beneficial to our importers. Madam, the World Custom Organisation
had recommended this and, even within the WTQ regime, harmonised
commoedity discipline and coding system are a part of the internaticna!
regimes.

In our country, earlier we had a code of six digits and three
Directorates haa given thres different harmonisation c¢odes. It was
necessary 1o rationalise them, as also (0 standardise them. |t was aiso
necessary to ensure that the data entry is clear and transparent.” Therefore,
a barmonious system of nomenclature s sought to be introduced by this
Bill.

The amendrnent which provides for delegated legisiation is really
material because only for the purposes of codification, only for the purposes
of computerisation, only for the purposes ©f a beneficial system of
understanding, this House need not be troubled with a volume which has
everything that was in the Schedule excepting the numbering. Therefore, for
the purposes of such stangardisation amendments where rates of tariff are
not matenal, power is now delegated, Dy the aaded section, to the Central
Government, and which is really a classic objective of any proposal for
supordinate legisiation.

While the expansion of the coae from six digits to eight digits will
furnish a coherent ciassification, not only to the rawes of customs duty but
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also to the importability of commoditios. As | mentioned earlier, it will also
ensure that the data entries are clear and transparent.

Madam, while we are trying to conform to intemational standards,
while we are all for such harmonisation - as here we are implementing the
recommendations of the World Customer Organisation-1 would place before
this House a word of caution that the WTO regime seeks some more
harmonisation which is not in our interest.

Maogam, tne ceveiopeq countries are asking us, the ogeveioping
counines, 10 additionally enter into a 'zero-for-zero' tarift harmonisation and
they want us io commit On such tarirf harmomisatuon which is not oniy uniair
but wili Daaly anect our econormics. Macam, white we have peen enacting
legisiaton to contorm 10 international requiraments - wa have awready gone
through the Patents Bill, the Biodiversity Bill and the Competition
Bill - | would like the Minister to assure us that in so far as the fariffs are
concerned, in so far as the objectives of taritfs in this country are
concerned, our concerns will be brought to the notice of the word
community and they will remind the world community of the basic articies of
the GATT which require negotiations to take into account the needs of less
gdeveloped countries for a more flexible use of tariff protection to assist their
aconomic development and the special needs of these countries to maintain
taritts for revenue purposes.

Even though the present cogiticatlion aoes not change INe rates
and, therefore, has no revenue implications, | am taking this opportunity to
urge upon tne non. Minister 10 pbeware of the designs of the aeveioped
countries and if necessary to remma tnem the words of our Prime Minister
who told the Unitea Nations General Assembly before the Doha negotiations
that our public is unwilling to accept another post- dated cheque when an
earlier one has bounced. Therefore, while conforming to this codification,
we must protect our interests in so far as tariffs are concerned, which are
part of our revenue. With this word of caution, | support the Bill. Thank
you.

SHRI C.Q. POULOSE (Kerala) : Magam, multiplicity of classification
ot cbmmoaities causes hardships 10 the trade and industry. There nas
been a demand for eany adoption of a harmonized system of
nomenciamure-based common commodity classification cogde applicable to ail
import purposes.

223



RAIYA SABHA [10 March, 2003]

tmport statistics are also required for commodities which are of
special significance to the country's needs. In most of the developed
countries, expanded classification code based on harmonized system of
nomenclature is adopted for all import purposes. The eight-digit
classification code developed by the Dspartment of Revenue in consultation
with the Department of Commerce and other Ministries deaiing with the
industry and trade related matters and trade and industry's association is
welcorme. The objective of the code is to furnish the rate of customs duty
and the importability of the commodities. Computensation of tax
administration and electronic  data processing requires a Ccommon
commodity code. The introduction of a new eight-digit code is an essential
step and is weicomse.

The Customs Tariff Act of 1975 has to be amended to incorporate
this change for which the Government has opted the Ordinance route.
The Budget Session of Parliament was scheduled to begin on 17" February.
The Government should have waiied for the start of the Budget Session,
instead of promulgating this Ordinance on 20" January.

Even though the changes proposed in the amendment Bill are of
technical nature and the fact that the existing duty rates are retained without
any change, the Central Government has been given power to make
changes in the first schedule of the Customs Act through subordinate
legislation. The House can discuss . Naturally, if it is implemented
through subordinate legisiation, the Government can bypass proper
discussion in this House. That is my main concern,

This provision enables the (Govemment to expand the list of
importable goods without coming to Pariament. The mother Act, that is the
Customs Tariff ACt of 1975 was enacted in a totailly differant aimosphaere.
Now entirely a new situation is prevailing in the world trade. The WTO
regime has come into exisience Dy which the Indian market is open for
unrestricied import. The experience of the post-WTO period shows that
imported goods are growingly occupying the Indian markat.  Imporned
agricuttural produces, indusirial producis ang other consumer durabies are
growingly competing with cur locat progucts. The impact of liperaiised
import of each of these commodities is to be assessed in detad. Our
interest is supreme. The well-veing of our people should be supreme and
not the fulfiment of WTO conditicnaiities. india's foreign trade stili remains
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a negligible percentage of werld trade. We have opened our market to
almost alt the commodities from the world trade. The developed countries
are heavily subsidising most of their agricultural products. This makes them
capable of exporting those agricultural produces at cheaper rates than that
is prevailing in our country. The Government of India is retreating from
giving subsidies to the agricultural producers. The cost of agricuitural
production is reguiarly rising in India. The liberalised imports at lower
customs tariff are challenging the very existence of India peasantry in
particutar. Under the WTQ regime, customs tarff can be ramed up to the
bound rates. But, our present day experience shows that lowering of
customs tariff is on the priority list of the Govemment of india. This has
enabled our foreign compelitors to chalienge the Indian peasants on their
own soil. The farming community, in general, is against the WTO regime.
This is not particularly for the agricultural sector. Tha import of small-scale
industries products by this country is growing and it is the chief cause for
closure of rmany of S8! units. Every item of consumer durables finds way to
the Indian market through imports. Take, for example, mik and milk
products. The household animal population in this country is quite large.
For a huge portion of our population, it is their livelihood. if milk and milk
products are imported liberally with iesser and lesser duty, what will be the
condition of this vast majority of milk producers? The Indian houssholds,
who produce mik, will be ruined; can our housshold milk producers
compete with the large-scaie farms of Europe? Many of the other
consumer products also face the same fate. The plantation crops have a
very long and historical imponance. £ach one of these plantation industries
is in distress. Instead of opening the market for liberalised import with
lesser customs tariff, | request the Government to have a proper evaluation
of this liberalised import of every commodity and take steps to protect our
producers, otherwise, India will soon become a market for selling the
products of the developed countries that wili lead to bankruptcy of our
country. Thank you, Madam.

SHRI C.P. THIRUNAVUKKARASU (Pondicherry) : Madam, we do
not have the uniformity and simpiicity. The Bill has been introduced and |
walcome this. Eight-digit classification code has been introduced. As we
are now told, the Custorms Department also has this eight-digit classification
code. The classification, re-ciassification, non-ciassification, this i good and
makes it simpler to understand by all the depariments. But, my worry is that
exporters and importers are utilising this classification and re-classification
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according to their benefits. M/s. Florida Research Group recently
conducted a survey and gave a finding about the differences found in
between them, one classification and other classification. This makes Indian
exportars to accumuiate eight billion dollars by utilising these classifications
and misinterpretations. Another important point that | would like to stress is
that | saw an article in the international journal describing edible as crude
oil. From Malaysia, palm oil i3 exported to India, in the palm oil, there is
ode per cent fatty oil that has been described as crude oil. And, it is being
imported by India, that one per cent fatty ot can be removed very easily. 1t
is sold to India as palm oil. When it is exported from Malaysia, the duty on
the crude palm is about 65 per cent. So, the exporters of palm oil have to
pay a duty of 95 per cenregulart. By this, the exporters of Malaysia are
gaining about 35 per cent of their export duty and the importers of India are
gaining out of it, and they are accumulating it. | would like to bring this to
the notice of the hon. Minister and be enlightened as to whsther by
voluntarily including the non-fatty acid of four per cent into the palm oil, and
making it into crude, we can ses to it that classification is perfectly made
and the people are not cheated.

Then, Madam, soya bean is imported to India as it is. As far as
soya bean is concermned, once it is imported to India, it is converted into oil.
And, a small tin is being scld at Rs.65/-. And, because of the import of
soya bean, the duty has been minimised. As a result, the Indian farmers
are affected very much, and they are suffering a lot. This may be kindly
taken note of.

Madam, we also find that there is a lot of dumping taking place
into our country, especially, from China. And, there is no specification
about the length of the garments and the size of the garments. So, when
it is dumped into our country, our weavers have to compete with the goods
of the foreign countries, and they are having a lot of difficulties. Also,
chilies that come from the Southern rggion of Kerala are very often
imported, from China, as a result of which our farmers are put into
difficulties. And, the scale of rate has not been properly fixed. This may
also be kindty taken note of by the Ministry.

Finally, Madam, | would like to say once again that at the time of
classification, there should be a perfect ciassification, and the duty should

be imposed as it is.
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THE DEPUTY CHAIRMAN : Now, we have only three minutes left.
So, shall I adjourn the House for lunch if Members so agree and then we
will have the reply after the Yunch,

o Tl g (SR wdw) A R, AR |

THE DEPUTY CHAIRMAN : Okay. The Hcouse is adjourned fer
lunch for one hour.

The House then adjourned for lunch at fifty-seven minutes past twelve of the
clock.

The House reassembled after iunch at two minutes past two of the clock,
THE DEPUTY CHAIRMAN in the Chair.

THE DEPUTY CHAIRMAN : Mr. Gingea Ramachandran, you want
to reply on the Customs Tariff (Amendment} Bill, 2003. Please go ahead.

SHRI GINGEE N. RAMACHANDRAN : Madam, this Bill replacing
the Customs Tariff (Amendment) Ordinance, 2003, has already been passed
by the Lok Sabha. The Ordinance was promulgated in the month of
January due to certain exigencies. The hon. Member, Shri Pranab
Mukherjee, asked, instead of coming t¢ Pariament, what was the
emeargency that necessitated the prornulgation of this Ordinance. | want to
clarify this point.

The Customs Tariff (Amendment) Ordinance, 2003 was promuigated
for bringing tariffs under one common code. We had adopted a six digit
classification code. The Commerce Ministry has an eight digit classification
code, which is followed by the Commerce Ministry. We have adopted that
code to facilitate trade and industry, based on customs departments eight
digit classification code. It is for that purpose that we have adopted it.
After taking into careful consideration the classification codes adopted by
the Commerce Ministry and others, we have adopted this common code.
Internationally also, there are many countries which have adopted a ten digit
classification code, an eight digit classification code, a six digit classification
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code and s0 on. The Department of Revenue, the Director General of
Foreign Trade and the Director General of Commarcial Inteligence and
Statistics and Sales Tax Department of varicus State Governments and the
Central Statistics Organisation have been consuted on the Common
Classification Code. | would like to inform the House that if there is any
difference between the Department of Revenue and the Department of
Commerce, then it wouid lead to ltigation. it will take more time 10 know
about the actual quantum that we have imporied, what the actual tariff duty
is. For these reasons, we have brought forward this legislation. Thig
legislation also has been brought forward in order to reduce the transition
costs. We have brought forward this legislation through an Ordinance, and
now we are replacing it with this Bill.

f would like to inform the hon. Members that we are going to pass
the Finance Bill. Before passing the Finance Bill, if we promulgate the
Ordnance regarding the Customs Common Code, which is harmonised with
nomenclature, it will be followed by the Finance Bill, only then the Finance
Bill will be able to accommodate whatever has been stipulated in the Code.
At the same time, the Commerce Ministry has also adopted the Exim Policy
which will ba effective from 1™ April, 2003. For these two reasons, we
wanted that the Ordinance should be promulgated well in advance, before
introducing the Finance Bill and before taking into consideration the Exim
Policy. Now, | am replacing that Ordinance with this Bill.

Hon. Members expressed varicus concemns about the WTO. We are
a signatory to the WTO. We have come to an understanding to bring a
two-tier system, but we are having power to raisa custom duty to protect
our industries. The hon. Member has already made a mantion of that. The
introduction of Common Classification Code will give mors flaxibility to
various categories. Suppose, one itemn is classifiet under one head, if there
are sub-heads, then we will have more. Now, instead of six digits, we will
have eight digits. It will give us more scope for flexibility. We can take our
own decisions because we have to protect the interests of our local
industries. This process is going on in the WTO negotiations. For this reason
also, we had to promulgate this Ordinance.

Madam, | want to bring this matter to the attention of the hon.

Members of this House that this will faciitate trade and commerce; it will
reduce the transition costs; the importers would be able to import easity and
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count it. For all these reasons, this Ordinance was promulgated. This
Ordinance was promulgated after consulting the concerned Ministries,
various forums, trade and industry associations. The associations of trade
and industry also demanded that it should be brought under one common
code, both in the Department of Revenue and the Ministry of Commerce. |
would like to inform the hon. Members that by taking this Ordinance route,
wa don't have any intenticn to bypass Parliament. We had to promulgate
this Ordinance, before the introduction of the Finance Bill and taking into
consideration the Exim Policy. So, this was the urgency for promulgating
this Ordinance. Also, it will facilitate a smoother functioning; it- would also
simplify the import procedures and documentation, by adopting the
Common Classification Code, for all trade-related transactions. | would iike
to mention to the hon. Members that for this reason only we had issued the
ordinance; and now we would like to replace the ordinance by introducing
this Bill. This Bill has already been passed in the Lok Sabha. | request the
hon. Members to pass the Bill and return it to the Lok Sabha.
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SHRI GINGEE N. RAMACHANDRAN : Madam, regarding other

matters which don't pertain to this Bill, we would keep them in mind; we
would examine them.

THE DEPUTY CHAIRMAN : Now, the question is :
“That the Bill further to amend the Customs Tariff Act,

1975, as passed by Lok Sabha, be taken into
consideration.*

The motion was adopted.

THE DEPUTY CHAIRMAN : We shall now take up clause-by-
clause considera:.on of the Bill.

Clauses 2 to 4 were added to the Bill.

Clause 1, the Enacting Formula and the Title were added to the Bill
SHRI GINGEE N. RAMACHANDRAN : Madam, | move:
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“That the Bill be returned.”

The gquestion was put and the motion was adopted.

AE. DEMAND FOR STATEMENT ON IRAQ ISSUE

SHRI PRANAB MUKHERJEE (West Bengal) : Madam, before we
take up other issues, | would like to draw the attention of the House,
through you, to the position that though we discussed the lraq issue on a
Private Member's Resolution on Friday, it is surprising that when things are
developing in a very queer way, a very powerful nation is expressing its
views that whatever be the consequences of the U.N. Security Council's
resoiution, it would go by its own will and that it would not accept any other
forum's directive. A deadline is also being fixed by it now. | would like the
Government of India, at the highest-level tc make a statement. Without
having any reflection on the Foreign Minister's observation, Is this not an
occasion to take the Pariament - either Lok Sabha or Rajya Sabha - into
confidence when the Parliament is in Session? When the Pariament is in
Session, should the Prme Minister not open his lips? Should the Prime
Minister not express his concern, or the concerr), of the Government? What
we are finding is, various views are coming and, sometimes, different signals
are given, Therefore, | would like-to have ascertained the position from the
highest in the Government, the Prime Minister. He must express the position
of the Govermment of India. He must explain the concemn of the people of
this country. We can't carry on the cross of others. We have seen what
happened after the battle in 1990; what happened after Kuwait; and how
much it affected our economy. Our balance of payments situation had to
face a major crisis. Therefore, o this issue, most respectfully | would say,
we would like to know from the Government, whan the Prime Minister is
going to make a statement. | am not concermed with whatever assurances
the Foreign Minister might have given on the issue, in a Private Members'
Resolution. The Prime Minister, the highest in the Government, must make
his observation quite clear. .. fintarruptions)...
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