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CHAPTER I

INTRODUCT ION

el The working of *he Exchange control Department,

particularly at its Central Office and the Regional

Office in Bombay, has recently been subjected to severe
constraints on

Formation of
Study Team account of new and

diverse elements
of work, shortage of space and staff, unsatisfactory
record-keeping, paucity of trained personnel, mounting
arrears, lack of adequate supervision and several other
deficiencies. Since the officials at the decision-
making levels are pre=-occupied heavily, it has not
been possible for them to devote due attention to the
long-term developmental needs. A decision was, there-
fore, taken in January 1975, with the approval of
Governor, to set up a Study Team with a view to under-
taking a broad-study of the working of the Department
at Bombay and suggesting possible improvements. It
was also decided that Officers having adequate
experience in Exchange Control work would undertake
the study in association with the Director, Organisa-

tion and Methods Divisiones Accordingly, the Study Team



Was constituted with the following Officers of the Bank:

(1) shri A.V.Deshmane -

(2) Shri H.PeNag Chowdhury

Director,
Organisation &
Methods Division.

Deputy Manager,
Department of
Administration &

Personnel,
(3) Shri V.Subrahmanyam - Assistant Controller,
Exchange control
Department.
1,2 The terms of reference of the Study Team were

as follows

(1) Study the existing procedures (in broad terms)
with reference to the prioritics and suggest
modifications, where necessary.

(2) Assess the arcas of deficiencies (particularly
y in regard to follow-up action and
Terms of delay in disposal of cases) and
eference consider the ways for improvement.

(3) Study the existing pattern of delegation of
powers to various Officers in the Department.

(4) Examine whether further powers can be
delegated to authorised dealers, airline/

shipping companies, etc.

(5) Examine the utility of various returns and
statements received from authorised dealers
and Regional Offices of the Bank and suggcst

rationalisatione



3

(6) Recommend a suitable Information System -
kind, quality and timeliness of data to
answer Parliament Qucstions and to assist
policy-making,

(7) Consider improvements in rcgard to main-
tenance/destruction of recordse

(8) Rationalise theo system of extending
customer scrvice over the countere.

(9) Consider the organisational set-up of
the Department, particularly delinking
of Bombay Office from Central Office,

(10) Examine the question of staffing of
the Department.

(L1) Consider the problem of location and
lay=-out of various Scctions.

(12) Assess the training needs in the
Department at various levelse.

1.3 Soon after the formation of the Study Team in

March 1975, the membcrs held discussions with the

Senior
Initial Develonments
atter formation ot Exccutives
the Team

of the

Department and thereafter with the Deputy Governor,
Shri S.S.Shiralkar, regarding the guidelines to be
followed in connection with the study. Two

members (Sarvashri Nag Chowdhury and Subrahmanyam)
were, however, drafted by the Department for about a
month for some urgent items of current worke 1In the

meanwhile, the third member (Shri Deshmane) unfortunatcly



fell ill and proceeded on long leave, Immediatcly on
relief from the Departmental work, the other two members
resumed the study. Though these members had a discussion
with Shri Deshmane on his rcturn from leave, he could not
actively associate himself with the Team for some more
time due to other pre-occupations. 1In effect,

Sarvashri Nag Chowdhury and Subrahmanyam who had

alrcady commenced the work continued to function
cxclusively with a view to completing the study within
the allotted time.

l.4 In oxder to clicit the requisite information,

the Study Team adopted mainly two methods = discussions

: and issue of
Methodology

questionnaires.
Letters conveying the terms of reference of the Study
Team were sent individually to the Deputy and Assistant
Controllers in advance and the members of the Team held
detailed discussions With them subsequently in regard to
the various procedural and organisational problems. 1In
addition, the members of the Team made an on-the-spot
study of thc work performed by the other Officer-staff
(162) and Non-officer staff (400 approximately),

spread over 50 Scections in the Bombay Regional Office



and Central Office for the purpose of assessment of
their working conditions, procedurcs actually followed
by them, tncir accountability and the supervision
exercised by them (relating to the Officer-staff
only). Apart from thesc discussions, two different
questionnaires were issucd to the Exchange Control
Officers/Staff Officers and the clerical staff
individually. The Study Tcam summarised the
information collected through the questionnaires

and discussions, analysed the same, studied the
relative background papcrs and the connectcd data

and then formulated its viewss

1.5 In view of the limited time and staff-strength,

it has not becn possible for the Study Team to make

suggestions
Limitations
of the Study on all
matters

concerning the Exchange Control Department. It has
confined its study only to some spccific arcas within
the existing framework. Even.,in an arca like Returns
and Statcments, the Team has been able to make a
partial study. As indicated in the preamble, the

Study Team has gonec intec the objective details of



the Bombay Regional Office and Central Office only,
though somc policies and procedures of all-India
bearing have been examined in the process, Owing to
non-availability of data on several aspects of the
work handled in the Department, it has not been
possible for the Study Team to apply strictly
quantitative and statistical techniques while assess-
ing the work=load in the Scctions and the staff
requirements. The Tcam has, no doubt, gonc into the
statistics, wherever available, and has also closely
examined the actual working of the staff in the
various Scctionses Since the operations in the
Exchange control Department are of a specialised

and technical nature, the Study Tecam has felt that

a mere quantitative approach would not be adequate

and has accordingly given morc emphasis on the
qualitative aspects of the worke.

l.6 The Report of the Team is divided into fourtcen
chapters. The scquence of the chapters does not, how-

ever, follow
Chapter Design

the same order
as that of the terms of references But the chapters

have been sc designed that they contain the requisite



background information and also the recommendations
of the Study Team on the various aspects included in
the terms of refercnce. Bricfly, the coverage of the
various chapters is indicated below

(1) Chapter II on 'Exchange Control Department -
A rceview! traces the major developments in
the field of Exchange control since late
fiftiecs when the foreign exchange crisis
decpened to an alarming extent and the
rescrves reached almost the rock-bottom
and their reflections on the organisatione

(2) Chapter III dcals with the evolution of
'Pt Form procedure, its working, dilution
in the shape of Forcign Travcel Scheme,
subscquent administrative and legislative
measurcs to prcvent lcakage of exchange
and ultimately, makes a recommendation
for abolition of this proccdure.

(3) 1In Chaptcr 1V, thc present maladies in
regard to the gR Form proccedure relating
to exports have becn discussed and
suggestions made for introduction of
modified working system in order to
overcome the existing deficiencies.,

(4) Chapter V contains a review of procedures
in a fcw other selected areas like
permit-issuc system, scrutiny of statc-
ments relating to passage/freight
collections, licensing of airline/shipping
companics and travel agents, issuc of
guaranteces, etc. and Chapter VI examines
the question of delegation of powers
internally to the various hierarchical
levcls in the Department itself and
extcrnally, to authorised dealers and
airline/shipping companies and travel
agentse



(5)

~—
(@)
~—

(8)

Chapters VII and VIII have been devoted
to the study of the returns and statcments
in order to rationalisc some aspccts of
the statistical work and also to evolve

a Managemcnt Information Systcm in the
Exchange control Department.

In threce subsequent chapters (Chapter

IX - XI), the problems recgarding customer
service, reccord-keeping and training nccds
of the personnel at various levels have
becn discussed.

Chapter XII has dwelt on the organisational
problems like delinking of thec Bombay
Regional Office from central Office,
rcalignment of the operating Sections on

a scientific basis, introduction of the
scheme of unified control for cffective
supervision, staffing of the Departmcnt

and tne possible lay-out of the various
Sections,

In order to administer thc new provisions
of the Foreign Exchange Regulation Act,
1973, for regulating the activities of
foreign-controlled companies/firms in
India and also the investments in India
by foreign nationals and all non-residents,
a special Section has been creatcd in
Central Office - the working of this
Scction has becn reviewed in Chaepter XIII
on 'Administration of FERA in reclation

to Foreign Companics!,

Chapter XIV on 'Perspcctive! indicates
bricfly the futurc pattcern of the
Control and also the measurcs which may
be adopted administratively to keep the
work-flow in the right dircction.

Since the major recommendations have becn summariscd

at the end of each chapter, no separate chapter has

becn introduced for this purposce



1.7 The members of the Study Team cxpress their-
gratitude for thc confidence shown in them by the higher

authorities of
Acknowlcdgements

the Bank in
¢ntrusting this assignment to them. They are particularly
indebted to the Deputy Governor, Shri S.S.Shiralkar,
who has kindly taken pcrsonal interest in the work of
the Team and given guidance from time to time despité
his heavy responsibilities.
1.8 The members are also grateful to the Scenior
Executives and other collecagues of the Department for
their valuable advice on various issucs and for sustaincd
supporte.
1.9 Lastly, the Study Tcam placcs on record its
appreciation of the commendable work done by
Sarvashri TeT.Fernandes, Ce.LeViswanathan,
P.PesSubramanian, Josc Mathcw and VeN.Vasudcevan in
extending secretarial assistance by way of collection
and analysis of data, prcparation of background

notes and finalisation of the Reporte.
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CHAPTER II

EXCHANGE CONTROL DEPARTMENT —
A REVIEW

2.1 With the centralisation of almost the entire
foreign exchange reserves of the country with the

Reserve Bank, the
Introduction

statutory responsibility
for administration of Exchange Control has necessarily
vested in the Bank. Although the broad policies and
guidelines are laid down by the Central Government
in consultation with the Bank, the actual allotment
of foreign exchange for 'invisibles' is made by the
Bank according to the scheme of priorities. The
Control is also required to exercise supervision cver
trade transactions for regulating the inflow and
outflow of exchange. In fact, any scheme that
carries a tinge of foreign exchange calls for an
involvement of the Reserve Bank., The basic policy
in this regard is naturally conditioned by the flow
of exchange reserves. When the reserves tend to
increase, the policy may be liberalised and when
they tend to decrease, it has to be made stringent.
2.2 During the course of the Second Five-Year

Plan, the exchange reserves came down to an alarmingly
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low level due to heavy drawings on account of develoo-

mental efforts. The
Major Develooments
since late fifties Reserve Bank of India

Act had to be amended
twice during 1956-57 in quick succession in order to
bring down the statutory limit of the foreign assets
of the Issue Department and the Exchange Control had
also to introduce drastic measures to reduce the
outgo of foreign exchange. The Basic Travel Quota
of £.750/-, which could freely be availed of once in
two years, was withdrawn with effect from January 1957.
This measure was soon followed by curtailment of the
emigration quota and imposition of various
restrictions regarding release of exchange for
travel purposes. The import policy was also hardened
by Government at the samc time.

2.3 Despite these rigid steps, the corner could
not be turned. It was gradually realised that

people going out
'P' Form restrictions

of India without
any formal allotment of exchange were intercepting the
inward flow of funds through the mechanism of

compensatory transactions for meeting their exchange
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needs. In order to curb this undesirable practice,
a decision was taken to exercise control even on
those persons who would like to go out of the
ccuntry on 'no exchange' basis. Accordingly, the
'P' Form restrictions were introduced in a
comprehensive way in June 1962. Since this procedure
affects a wide section of the community, it has heen
kept under constant review and relaxations have
been made from time to time to enlarge the
categories of aporoved hosts and to modify the
procedures relating to documentation, stop-overs,
etc. Continuing this trend towards relaxation,

the Foreign Travel Scheme was introduced in 1970
permitting residents of India to undertake one
foreign trip of their choice during every three
years, without compliance with thc 'P' Form
formalities. The powers delegated initially to
airline/shipping companics and travel agents for
operation of this Scheme were, hovever, withdrawn
after a couple of years due to certain malpractices
reported to have been committed by some foreign

airlines. Consequent on the revocation of these
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powers, thc responsibility for a»proving all
applications undcr the Scheme fell directly on the
Exchange Control Department. As an offshoot of the
'P' Form restrictions, the procedure for licensing
of airline/shipning companies and travel agents
for booking of foreign passages has been evolved.
The remittances of surplus nassage/freight
collections by or on behalf of foreign carriers
have also been subjected to the prior awnnroval

of the Reserve 3ank.

2.4 Soon after the introduction »f the 'P!
Form, special attention was given to the exnort

sector in order to
Export Sector

ensure promotion
of exnorts and timely realisation of export proceeds.
The methos! of compilation of exnort data was rationalised
by modifying the system of coding a large mass of
information from the original, duplicate and
triplicate conies of all GR etc. Forms. The
follow-up procedure was also streamlined by
nrescribing new returns for authorised dealers,
introcducing a mechanised system (subsequently

discontinued)of issuing reminders to authorised
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dealers/defaulting exporters, changing the method of
verification of export forms with reference to the
computerised control sheets and by a few other
measures, The procedure for the grant of exchange
facilities to exporters was relaxed gradually.

The expofters are now grantedlliberal exchange
facilities for undertaking visits on export
promotion grounds. The exchange quota has been
raised on successive occasions due to increasing
cost of living in foreign countries. The Blanket
Permit Scheme for releasing lump sum exchange

to large exporters for meeting expenses on account of
travel, participation in trade fairs, advertise-
ments, market studies and for securing trade
samples/technical information was introduced and
the relative procedure has been progressively
simplified. In addition, new regulations have
been framed to permit exports on deferred payment
basis and to extend long-term foriyard cover
facilities for such exports.

2.5 Various steps have also been taken to
supplement earnings through export of technical

know-how and other invisibles. Facilities are
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provided to large industrial houses to undertake
turnkey projects in developing foreign countries.
Liberal policies have been evolved in order to

) encourage the setting
Overseas Enterprises

up of joint ventures
and undertaking consultancy/construction/design
engineering/management service contracts abroad.
The Indian shipping is also expanding in a big way.
In all these cases, exchange and export facilities
are afforded in the initial stages and close liaison
is kept with the concerned companies/firms to see
whether their efforts are being fructified.
Subsequently, the Control is required to ensure that
the exchange earnings of these overseas enterprises
are repatriated to India prbmptly and regularly.
2.6 In order to attract funds from non-resident
sources, many new measures have simultaneously been

introduced in the recent

Facilities for
Non-Residents years, Persons of

Indian nationality or
origin resident abroad are allowed to open Non-
resident (External) Accounts to which funds remitted

from abroad through banking channels may be credited
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and from which the balances (including tax-free
interest accruing on these balances) repatriated
freely, without the p~ior approval of the Reserve
Bank. A decision has also been taken to permit
opening of such accounts in leading foreign
currencies so that the account-holders are not
obliged to carry unnecessary exchange risks.
Although closer control is exercised on the foreign
currency assets of persons who have come back to
India from foreign countries on a long-term or
permanent basis, relaxations have been made in
respect of those account-holders who would set up
industries in India or who have not taken any final
decision regarding their settlement in India.

A new class of accounts has come up for the

purpose of securing external funds by allotment of
tractors, cement, private vehicles, etc. on

a priority basis. Eve. otherwise, liberalisations
have been made in regard to the operations on other
non-resident accounts held by Indians resident abroad.
Facilities are also provided to such persons for
investments in all fields covering trading,

manufacturing or industrial activities.
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2.7 Along with these broad relaxations, special
steps have been taken to tighten the Control in
certain spheres. On the lincs of the recommendations

made by the Kaul
Other Developments

Committee for
prevention of leakage of exchange through invoice
manipulation, new provisions have been made to
streamline the checking systems in respect of trade
transéctions. The eligibility standards for release
of exchange for higher studies have been made more
stringent by prescribing that students should have
secured admission directly to a post-graduate degree
or diploma course (and not a first-degree course)
in a foreign university and have obtained at least
60 per cent marks in the relevant qualifying degree
or diploma examination in India. Fresh guidelines
have been evolved in regard to remittances of
profits by Indian branches of foreign companigs
and dividends by foreign-controlled Indian companies,
acceptance of rupee deposits by foreign-controlled
dompanies, remittances by foreign oil companies,
termination »f indefinite collaboration agreements,

linking of royalty remittances with authorised production/
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landed cost of the imported compcnents, etc. 1In
addition, floatation of Pound Sterling along with
other major European currencies due to uncertainties
in the international exchange markets and introduction
of spot/forward purchase facilities by the Reserve
Bank in respect of some leading currencies other
than Pound Sterling, cmergcnce of Bangladesh and
the virtual dismantling of the Sterling Area have
also l.d to many fundamental changes in the policies
and procecdures. Rupee has since been delinked from
Pound Sterling and linked with a basket of leading
currencics.
2.8 Consequent on the passipg of the Foreign
Exchange Regulation Act, 1973, a number of new
administrative and
New FERA
reqgulatory functions
have now devolved on the Department in order to
secure better control on the activities of Indian
branches of foreign companies, foreign-controlled
Indian companies, foreign natinnals in India and
all non-rc¢sidents from the angle of Exchange
Control. This apart, some of the existing regulations
have also been made more intensive or broad-based

through the new Act.
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2.9 With these rapid changes in the outlook and
opcrations of Exchange Control on account of various

national and
Bombay ECD —its
responsibilities international
and set-up

developments, there
have been tell-tale marks on thc organisational set-
up and functions of the Exchange Control Department,
particularly on its largest Regional Office in Bombay
and on Central Office. Like any other branch, the
Bombay Office is normally sunposed to deal with all
applications receivgd from persons/companies
ré¢siding or functioning in the State of Maharashtra
and the Union Territories of Dadra and Nagar Haveli
and Goa, Daman and Diu within the authorities delegated
by Central Office. In reality, this Office attends
to all Ccntral Office functions also in regard to
these cascs. As Bombay is virtually the financial
capital of the country, this Regional Office has
necessarily to carry a heavy work-load as is evident

from the trend of the following major data :
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(1)

(2)

(3)

(4)
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Number of Exportérs, Authorised Dealers, etc.

(1)

(ii)

Category Number
Exporters 14,636

(53,987)
Principal Offices 21
of Authorised (54)
Dealers

Branches of Authorised
Dealers -

(a) Maintaining 34
independent (134)
position,

(b) Operating 414
on position (3,308)
maintained
by their
other Offices

Airline 18

companies (35)

Steamer companies/ 13

Agents (23)

Travel Agents 38

(93)

Money changers 111

(494)

As on

30- 6-1975

1-

9-1975

31-12-1974

31-12-1974

[
§

9-1975

9-1975

9-1975

9-1975
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II Numbcr of applications/forms handled :

1972 1973 1974
(1) P Forms 27,221 32,483 38,937
(59,703) (67,507) (79,142)
(2) FTS
Applications, 20,903 19,848 21,255
(49,794) (43,679) (50,299)
(3) Exchange
pcrmits
issued :
(i) for Business 5,519 6,068 €,186
travel - (11,181) (15,129) (13,833)
(ii)for Higher 544 637 708
studies/ (2,779) (2,895) (3,253)
training
(iii)for Misc. 956 905 895
purposes (9,312) (9,917) (8,219)
(4) Export .
‘ Forms:
(i) GR Forms 4,45,299 - 5,45,454
(11,66,104) (11,76,765)
(ii) Others 55,170 - 61,866
(1,95,600) (2,08,321)

( * Figures not available)

1975
(Upto 30th
Junec

25,378
(47,043)

3,109
( 7,604)

173
(885)

467
(4,852)
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IITI Export procceds realised

Ycar Amount
(Rs. Crores)

1971-72 615.81
(1564.08)
1972-73 792.61
(1844.94)
1973-74 1136.87
(2405.96)

NOTES: (1) The figures in brackets
represent all-Indi~ data.

(2) Owing to non-availability of
data, the particulers relating to
certain major areas (e.g.Blanket
Permits, Remittances of surplus
freight/passage collections,
Forcign collaborations,
Joint ventures, Non-resident
Accounts, Deferred Payment Export
Contracts, ctc.) have not been
furnished. It has also not becn
possible to collect data, wherever
available, for any uniform pcriod.

2,10 The problems croponing up in this Office give

a fair projection of the ¢ntire range of Exchange
Control cperations. Ccntral Office has generally becen
treating this unit as a barometer to assess the

impact of new rcecgulations and also utilising its

rccords for the purpose of review of the various

poficics. The line of demarcation between Central



23

Office and the Bombay Rcgional Office has thus become
very thin. The Deputy Controllers in Centrel Office
are attending *to specificd subjects from the all-
India angle and simultaneously, holding direct

charge of the same itcems handled in thc Bombay Office.
The Bombey Office puts up cases to Central Office
through three Assistant Controllers by mercly

marking the papers to the concerned Denuty Controllers,
oftentimes without clearly snelling out the issues

on which instructions are s»ught or smecifying the
relevant provisions of the Book of Instructions or
Central Office circulars. As refcrences to Government
are made by the Bombay Office direct, important
decisions of all-India implications are not always
communicated to other Offices. Over ycars, some
differences have come up between this Office and

other Regional Officcs rcgarding the treatment of
cascs in ccrtain arcas. As different Scnior Officers
locok towards the Bombay Office thrsugh their respective
window, there is hardly any co-ordination between

the various operating Scctions. A tendency has
developed to nass on the work from onc Scection to

another. In many areas, thc¢ work has bcen distributed
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in a haphazard manncr without grouping the connected
items together., There arc many instances where the
clerical staff and officers report to different
higher-ups at the same time., Due to this confused
state, the line of control has become diffused and
it is oftun difficult to assess who is doing what or
who is doing how much. When the problems were limited
osr the cases were few, the effects of these
organisational weaknecsses werc not perhaps so
pronounced. But in the context of recent complexities
and volume, the exercise of administrative control
through diffcrent channels has made this Office a
heterogeneous unit,
2.11 The Cc¢ntral Exchange Control Department is
primarily engage< in formulating oolicies for the
. administration of
Central Office -~

responsibilitics Exchange Control
and set-up

and framing the
guidelines for authorised dealcrs, airline/shipping
companics, travel agents, money-changers and also
for the Regional Offices. All references received
from the branches (other than Bombay) are dealt

with by Central Office e¢ither independently or in
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consultation with Government, as may be appropriate,
The Central Unit 21so handles directly the work
rclating to foreign currency accounts, shares/
sccurities and immovable properties held abroad

by resident Indians nnd deals with the applications
for relcase of exchange for attending intcrnational
confersnces. The Central Office of the Department is
hieaded by the Controller, who is assisted by an
Adlitional Contrdllcr, a Joint Controllcr and

¢ight (including two recently sanctioned ad hoc
nosts) Denuty Controllers. As the Deputy Controllers
arc also required to look after the day-to-day
administration of th¢ Bombhay Reginnal Office,

thcy remain mostly busy in interviewing partics

in conncction with local cases and attending to
other routine items. These Officers cannot, thercfore,
give sufficient attention to the policy aspects

of the work. As in Bombay Office, there is also

no functional aAffinity in respect of the groupings

nf Sections placed under the administrative control
of thc various Deputy Controllcrs. Though these
Scctions are gencrally officer-oriented, quite a few

Staff Gfficers and Exchange Control Officers report
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to more than one senior. The existing set-up

of Central Office and the Bombay Regional Office

has been indicated in a chart annexed to this

chapter.

2.12 The Exchange Control establishment in Bombay

is spread over thrce buildings. The Sections of the

Local Office are

Locaticn of the

Dcoartment in housed on the first
three buildinas

floor of Amar
Building, Fort and sixth floor of Mercantile Bank
Building, Flora Fountain. The Central Office Sections
are situsted on the first, fifth and cixth floors of
Amar Building, sixth floor of Mcrcantile Bank Building
and fifth floor of Eros Building, Churchgate. As
the Senior Officers arc seeted in Amar Building,
papers travel 2/3 times daily, and somctimes more
frequently, between the Mcrcantile Bank Building/Eros
Building and Amar Buildinag. Apart from lack of con=-
tiguity, there arc other anomalies toos Two Sections
(c.g. PR and PRT) of thc Regional Office are
working in Amar Building, but the concerned Exchange
Control Officer is seatcd in the Mercantile Bank

Building. The Exports Section is situated in thec
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Mercantilc Bank Building, but the concerned Assistant
Controller is working in Amar Building. Somc Scctions of
Central Office arc working in the first and sixth
tlcors of Amar Building, but the Deputy Controllcrs
holding direct charge of thcse Sections are seated

on the fifth floor of the same building and vice-
versa. Evcn on the respective floors, the opera-
ting Sections have been squecezed at random. The
tables are huddled togethcr and there is no proper
moving space. In view of these confusions, it is
well-nigh imnossible for the Scnior Officers to exercise
any direct supcrvision over the working of the

Junior staff who are scattcecrcd on diffecrent floors

or in altoguther different buildings. There is also
obviously luss scope for percolation of ideas from
the senior to the junior level or any direct feed-
back. These arrangemcnts have created yet other
oroblems, All outward letters, which are issued by
the Sections situated in Eros Building and Mercantile
Bank Building and are required to be despatched by
post, are sent to the Establishmcnt Section in .Amer
Building for the purposc of affixation of postage

stamps. The upward and downward movements of case
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papers and lettcers either for securing decisions
or for despatch ultimately lead to delay
and public comolaints. Oftcen, the applicants or
travel agents chase their applications from one
building to another. The visitors to the Depart-
ment are also inconvenienced. Small space has
been provided for the Enquiry Sections in Amar
Building and Mercantile Bank Building and the
public are cramoed in. They become impatient to
get through the Enquiries and gradually overflow
to the Travel, Passagc and other Sections, which
are located just behind the Enquiry Section, to
find the fate of their applications. All these have
hanpened over ycars due to acute shortage of
space and to a certain extent, unmethodical allotment
of the available space.
2.13 Though the volume of work has steadily
increased, it has not been possible to incrcase

the staff-strength

Inadeguacies in
staff arrangements correspondingly in

all the Sections,
Particularly, therc is a shortage in Exnorts,

OPL (Office-Opening/Joint Ventures/Engincering/
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Consultancy, etc. contracts, Profit and Dividend
Remittances and Lnans and Overdrafts), Statistics,
Passage(ii) fattcnding to applicatisns for remittance

of surnlus passagc fare/freight collections by foreign
airlines/shinping companies/ and TSP(Transport) Sections
in the Bombay Office, 1In all these Sections, the work
has undergone major qualitative changes in the recent
years and the volume has also increased. The changes in
the overall staff-strength of the Bombay Regional
Office and Central Office in the recent years have

been broadly as under .:

Sanctioned strength of staff of Exchange Control
Department, Bombay (including Leave/Trainee Reserves)

] Years
Categories 1970 1972 1974 1975

1. Senior Officer 7 7 9 9 (1)
2. Asst.Controller/ 6 6 6 7 (2)

Adm.Officer
3. Exchange Control Officer 20 20 24 27 (9)
4, Staff Officer Gr,II 97 100 116  123(23)
5. Clerk Gr.I & II 314 319 344  362(51)
6. P.A., Steno..Gr.I & II, 50 52 60 64(13)

Typist & Comptist
7. Class IV Staff 101 101 114  125(16)

Total 595 605 673 717(115)

NOTE : Figures in brackets indicate the combined
staff-strength of Foreign Companies and
Foreign Accounts Sections.
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The Department is also facing another problem from
the staff-angle. Due to the introduction of
inte¢r-departmental mobility, many untrained staff
are now coming te this Department from other
Departments. They find difficulties to settle

down properly in the Depoartment for lack of

adequate training opportunities. In effect, almost
all Exchange Control Officers and some Staff
Officers have been varticularly over-burdened.

As they have to attend to the stream of

visitors and handle quite a few items of work
tnemselves, they do not oftentimes get any time

to exercise adequate supervision over the Section/s.
2.14 Although some of the Sections like Students,
Travel, Passagc and FTS gear themselves for
attending to the cascs specedily in order to

avoid frequent
Pendencies

interviews,
telephenic enquirics or complaints, delay occurs
gcnerally in almost all the Sections., The position
is extremely unsatisfactory in Exports, Statistics,
Transport and Non-resident Sections and also in

the Sections dealing with remittances of surplus
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passage/freight collections, profits/dividends and
loans/overdrafts. Until a couple of years back,
overtime work was rather uncommon in this Depart-
ment, cxconting for the coding of the e¢xport data

and the exchange transactions reported by authorised
dealers. But the position has undergone a drastic
chance since then and during the recent months, over-
time work had to bz resorted to on a wide scale in
order to kecep thce work-flow under control, The
expenditure incurred by the¢ Department during 1974-75
on account of payment of overtime allowance to the

staff in the various Sections is indicated below :

Section Amount
Rs,
(1) Exports Section 3,19,000
(2) Travel/Students/P Form/
FTS Sections 59,000
(3) Statistics Scctions 58, 000
(4) Foreign Comnanies Section 30,000

(5) Oversecas Offices, Profits/
Dividends, Loans/Overdrafts

Section (OPL) 22,000
(6) Passage/Freight Remittances

Sectinn 14,000
(7) Non-Resident Accounts Scction 14,000
(8) Forcign Accounts Section 13,000
(9) Other Sections 1,57,000

Total 6,86,000
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Even with the overtime work, the position regarding

disposal of cases is not very satisfactory in all

Sections. Quite frequently, complaints are received

by letters or over the phone for delay. A sizable

numbcr of visitors come to the Department daily just

to contact the dealing staff and to get their cases

expedited. .

2.15 It has been cbserved that the delay is

also a direct effect of excessive centralisation of
powers for

Centralisation
ot Powers approval of

cases or for
the issue of exchange nermits. On the basis of the
recommendations made by the Special Inspection Team
in 1968, powers werc delegated to a considerable
extent to the various hierarchical levels within
the Department and also to authorised dealers.
Since some instances of abuse of powers came to
light in 1974, the scheme of delegation within the
Bank was modified to a very great extent. Despite
certain advantages of the modified procedure, it

has crcated some administrative bottlenecks.
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2,16 Though attempts are made to keep the current
work under control, serious deficiencies have come up

in regard to the
Follow-up Work

follow-up work., 1In
the Exports Section where nrimary imsortance should be
given to the GR Form drill in order to securc timely
rcalisation of e¢xnort proceeds, the position has
gone into a very bad stete of affairs. The follow-up
work which should have been completed in 1972-73 is
being done now. Similarly, in the OPL Section where
applications for the setting up of joint ventures,
acceptance of consultancy/construction/design engineering
contracts and opening of offices abroad on export
promotisn grounds are avnroved, hardly any follow-up
action is taken to ensure that dividends/profits
earned abroad are repatriated to India regularly.
Indian shipping has made grcat strides in the recent
years zand large amounts of foreign exchange are
released to the concerned companies for purchase of
Ships and for meeting current expenses like bunkering,
dry-docking, etc. charges. Attention is diverted more
towards approval of such remittance applications than

towards scrutiny of the statements received from the



shipning companies, showing their ccllections and
disbursements in foreign cxchange. Apart from these
major arecas, due attention is not given to other
cascs also, In certain categories of travel
applications (e¢.g., medical treatment, employment,

emigration, participation in trade fair, etc.)

cxchangs is released subject to accounting or on

Ly}

reonatriation basis., Sometimes, 'P' Form clearance
is granted conditionally. Advance remittances in
regard to imworts arc allowed subject to nroduction
of documentary evidenc:e regarding actual import.
Even in thesce cases, the position regarding the
follow-up action is no better. No serious attempt
is made to securc the »nrescribed returns or
statcments from authorised agencics or to
consclidatc them according to the scheduled dates.
In bricf, the follow-up action is given the least
importance in the Department, even though it is

so vital for any scheme of Control.

2.17 Similarly, scanty rcgard is shown to the
record-kecping in the Department. Oftentimes, cases

get delayed due to non-availability of the relative
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filcs or papers. Case papcrs arc kept in loose condition

for months and are
Bad shape of Records

even dumned on the
floor >r beneath fhe tables. No action is virtually
taken to index the imnortant decisions or to bring

an orderliness in the systcm of maintenance of records.
2.18 There is practically no information

system in the Department. Inward lctters are not
always diarised.

Lack of Informatiosn
System The details of

outstanding cascs
are not reported to the Officers-in-Charge of the
various Sections. The work is often allowed to
drift and work-asscssment is normally done only
when arrears assume a chronic form, Though
various data arc reccived and summarised in the
Department, they are not recorded systematically or
nut up to the Senior Officers. Importance on
collection of dats is given only whcn some querics
arc received from Government Departments or replies
to the Parliamentary Qucstions are requircd to be
drafted.

2.19 Central Office is oftcn reguired, bccause



of its policy-making and controlling nosition, to
attend to various impertant ad hoc items of work

like enquirics by
Impact of
SoegiaI the Public Accounts
Assignmcnts

Committece, special
investigations by the Central Burecau of Investi-
gation, Foreign Exchange Enforcement Directorate,
Monapolics & Restrictive Trade Practices Commission,
cetce and many special studies. These jobs are
usually very intricate and onerous. Oftentimes
the éﬁrrent wotk gets dislocatcd on account
of diversion of staff to these special assignments.
The impact of such dislocation in Central
Office directly percolates down to the level
of the Bomhay Office due to the absence of any
clear-cut demarcation between these two units,

2.20 One of tho basic responsibilities of
Central Office is to revise the Exchange Control
Manual and the
Revision of Exchange

Control Manual and Book of Instructions
Book of Instructions

periodically and
also to issue comprehensive amendment slips in

respect of these primary publications at regular
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intervals in order to kcep the operational instructions
up-to-date. The last editions of thesc publications
were issucd in early 1971 and since then, many

new instructions have bcen issued, as is evident

from the followina flow of circulars :

Year Nature of Circulars
EC/AD [¢0) BY SPA AM
1971 33 43 31 4 4
1972 72 68 22 11 4
1973 82 67 31 3 15
1974 111 71 44 7 13
1975 71 47 32 6 11
(upto 3lst
AUQUSE )  mmeecmm e emeecemmemcoa o
Total 369 296 160 31 47

The stock of the current edition of the Manual has

been fully exhaustcd. The Denartment is not in a
nosition to supply even a single cony to authoriscd
dealers for their new branches or even to new

Officers in thc Bank itself. Most of the Officers

in the Bombay Reginnal Office and Central Office

do not have conics of the new Foreign Exchange Regulation
Act. Non-availability of thesc publications

containing fundamental regulations has become a
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serious impediment for proper functioning of the
Control.

2.21 In view of these deficiencies, it has
become imperative to rcorganisc the Department
and to simplify the working nrocedures in order
to secure better outnut and achieve a higher

level of cfficiency.



CHAPTER III

'P! FORM

3.1 The Exchange Control Department carriee a
very heavy responsibility, narticularly in Bombay,

in regard to the
Introduction

administration of
'Pt Form regulations. 'P! Form clearance is
required by persons who desire to go abroad without
obtaining any foreign exchange allotment from

the Reserve Bank, The 'P' Form mechanism was
introduced in its present form in June 1962 as a
device to conserve the foreign exchange.

3.2 With the deecpening of the foreign exchange
crisis in late fifties, the Basic Travel Quota
(introduced at a modest scale after the Second
World War. in the wake of comfortable exchange
reserves and gradually raised to the limit of
£,750/~ once in two years) was withdrawn with
effect from 1lst January 1957 and a few other
restrictive measurcs were also imposed. After
withdrawal of the Basic Travel Qucta, prior
permission of the Exchange Control on 'P! Form was

made a pre-requisite for travel to U,S.A. and the
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Phillipines, while travel without exchangc to other
countries continued tc be free from any restrictions,
Persons going to U,S.A. and the Phillipines under
the "Guest Scheme" on the basis of hospitality
extended by friends and relatives were eligible tc
get a nomin§l exchanqge,
3.3 Despite the various corrective measures
and an increase in exncrts coupled with a decline
in imports, the Ralance of Payments position
continued to be unsatisfactory. A detailed exami-
nation of foreign exchange receiots and payments
under the head ‘invisibles' was, therefore, under-
taken by the Reserve Bank in 1962, It was cstimated
that the leakage of foreign exchange through unaut-
horised channels on account of 'invisiblest! was in
the order of ¥%.50 crores per year, of which Rs.lC
to Rs.l2 crores was contrituted by travel alone.
Nearly 60 per cent of the people had travelled
without any release of foreign exchange and 50 per
cent of those travellers met their requirements in
an unauthorised manner cut of foreian exchange which
would have accruved to the country by way of remit-

tances from non-r2sident Indians towards maintenance
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and other expenses, This view was taken having
regard to the sharp fall in inward remittances
which showed a reduction of about Rs.35 crores
under the sub-heads "money-order drawings" and
"unclassified receipts" between 1956 and 1961,
Another consequence of this unauthorised travel
was that the country was not getting its full
foreign exchange earnings from the tourist
traffic. Though the number of tourists visiting
India over the period 1956 to 1961 had gone up from
69,000 to 1,40,000, the actual foreign exchange
recelpts remained stagnant around Rs.4.5 crores,
This indicated that a substantial portion of the
foreign exchange income which should have accrued
to the country on account of the tourist traffic
was also being diverted to the free market. 1In
view of these indicators - larger number of
travellers from India without exchange allotment,
less flow of inward remittances and stagnant
income from foreign tourists desr~ite an upsurge in
their number — imposition of control on foreign
travel was considered necessary. Accordingly, the

Reserve Bank issued directions on 8th June 1962 to
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all airline/shipping companies and travel agents
that passages for travel abroad could be booked
by them only if —~

(a) the traveller had been granted foreign
exchange for travel abroad; or

(b) the traveller had obtained spezific
anproval of the Reserve Bank on 'P!
Form; or
(c) the traveller was in the category of
persons covered by any general permission
granted by the Reserve Bank,
Commensurate with these general restrictions, the
Bank also suspended the facility of booking
passages for travel to U,S.A., and the Phillipnines
under the "“Guest Scheme",
3.4 It is the primary objective of 'P' Form

procedure to ensure that the living and incidental

expenses of
'P' Form Requlations

persons travel-
ling from India for private purnoses are met by
their close relatives abroad (-ut of natural.love
and affection) and that such hosts are not compen-
sated by the travellers in any way out of their
rupee or foreign exchange reéources. Accordingly,

the tapproved! relatives whose sponsorship was to
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be accented for 'P!' Form clearance were initially
confined to marents, sons and daughters only. As
this coverage of the accentakle hosts was too
restricted, it was gradually widened to include
the traveller's or his spouse's brothers, sisters,
uncles, aunts, nervhews, nieces and parents-in-law
in order to mitigate hardshin. 1In course of time,
grand narents and grand children and traveller's
sons' and daughters' varants-in-law were also
broucht within the ambit of apnroved hosts., In
other words, ‘2all conceivable relatives excent
cousins are now acceptable for the purpose of 'P!
Form clearance, Simultaneously, certain regula-
tlons exemnting some categories of travellers from
'P' Form formalities were evolved to make the
procedure less irkscme, With a view to liberalising
the provisions still further, the Foreign Travel
Scheme was introduced in March 1970, in terms of
which nersons who have not gone abroad within a
period of three years can undertake foreign travel
without the recuirement of 'P' Form. Under this
Scheme, ﬁersons travelling by Indian airline/

shipping companies are eligible to obtain foreign
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exchange to the extent of U,S5.$.100/-.

3.5 Although 'P!' Form clearance is allowed only

in cases where there is no direct or indirect
compensatory pay-

Inconsistencies/
Abuscs ment and the

travellers have
been offecred bonafide hospitality, there are quite
a few areas where these zasic reguirements are
being overlooked due te cdministrative or other
cansideratinns. TFor exsmnles —

(1) Certain categories of travellers (e.g.,
those proceeding to Nepal or Bangla Desh)
have been exempted frem 'P!' Form procedure
altogether. Similarly, deck passengers
travelling to Burma, Sri Lanka, Malaysia,
Singapor:, Pakistan, Persian Gulf Ports
or East Africa are exemnted from 'P!' Form,
Desnite the presumption that these
passengers will travel only up to the
specific destinaticn, they can conveniently
g0 to any other destination of their choice
from these places without the knowledge of
the Rescrve Bank and thereby circumvent 'P!
Form regqulations,

(2) Air travel between Madras/Tiruchirapalli/
Trivandrum and Colombo is exempted {from
the 'P' Form, hut not travel betiween any
other points in India and Sri Lanka.

(3) "Cousins" are not included in the enlarged
list of approved hosts apparently on the
assumpticn that compensatory payments are
involved in cases of such hospitality.
Though their hospitality is not accepted
even for short visits, students (including
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those who do not satisfy the prescribed
requirements for release of exchange for
stulies) are allowed to go abroad on the
hosnitality of their "Cousins" for higher
studies, involving an estimated foreign
exchange exrenditure of U,S$5.$.12,000 or
£.3,600 {plus tuition fees) for a four-year
course, Similarly, hosnitality of friends
is not acceptable for even casual visits,
but it is apnroved when the hosting friends
send remittances covering full passage
fare (return) through normal banking
channel. Tt is unrealistic to consider
that any cousin or friend will lay out such
huge funds, varticularly in these days

of severc economic hardships round the
world, for the traveller without any
dircct or indirect financial consideration.

1Dt Forms for travel abroad to visit close
relatives (viz., son, daughter, parents,
grand parents, brother and sister) arec
normally amnroved for a period of three
months, where the travellers are not
stated to be dependent on the concerned
hosts, This restriction regarding period

of stay has no meaning since no limit has
been prescribed as to the number of such
short-term visits +to the same host.

Airline emplecyees are allowed to go abroad
on the hospitality of their colleagues
stationed abroad., A study covering a
period of six months (lst August 1973 to
3lst January 1974) made in respect of
empleyees of Air. India to whom 'P!' Form
apnrovals have been granted has revcaled:
that ~

(a) there is a dispronortionately large
number of persons visiting Hongkong
and Singanore as compared to other
countries;
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(b) many sponsors are in receipt of low
empluments; and “

(¢c) Some emnloyces of Air-India abroad
have sponscred a very large number
of colleaques from India (17 employces
have 2ach svonsored hetween 11 and 15
persocns, 7 employees have each sponsored
between 16 and 25 persons and one
emnloyee as many as 52 persons).

As the travellers in such cases are likely to
resort to the unauthorised market for meeting
their exchange needs, the preccedure has since
hozn somewhat streamlined in ceonsultation with
Govarnient.,

W
.
o

These inconsistencies look insignificant when

-+
D

Foreiqn Travel Scheme is viewed from the angle of
'2! Form bprecedure, According to the fundamental
concent of 'B' Form mechanism, travellers may bhe
permitted to visit abroad for limited periods if
therc is abhsclutely no doubt about any compensatory
payments for the hosnitality and 1if satisfactory
documentary evidence by way of affidavits from

hosts are oroduced to the Reserve Rank in support
of their financial standing., 1In these cases, it
has also to ke ensured that any travel wunder 'P!
Form will nct directly or indirectly result in
delaved receists, or necative the chances of receints,
of any forcign exchange or runee funds by any nerson

resident in India., But under the Foreign Travel
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Scheme, no question is raised (or supnosed to be
raised) as to how the travellers will meet their
financial needs abrcad even if the concerned
visitors stay abroad for an indefinite pneriod.

There are reasons to believe that persons going
abrpad under this Scheme resort to unauthnrised
channels for meeting their exchange requirements.,

In fact, the dollar rate in the unofficial market
vient uo to Rs,13.25 from Rs. 11,90 soon after the
introcduction of the Scheme and continued t¢ remain
at a higher level as compared to the official rate,
The inward remittances on nwnrivate accounts also
suddenly slumped from Rs. 139 crores in 1969 to

S, 126 crores in 1970.

3.7 The 'P!' Form procedure has been subjected to

various criticisms
Criticisms

from time to time

as indicated below:

(L) The 'P! Form regqulations, which permit
travel only on the hospitality of approved
hoste, ‘have transformed foreign travel
into a vorivilege or a status symbol.

(2)  The right tc travel is a universal human
urge and it is wrong to treat this normal
urge of any nerson as a luxury.
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The 'P' Form reculations place a premium on
dishonesty. Thosc wha are prenared to
concoct evidence of hosnitality which falls
within the acceptahle categeries are able to
travel, while others who may have offers of
genuine hospitality cannot do so because they
do not fall within the rescribed categories.

The 'P' Form restrictions have givenwmrise to

A new class of touts and theilr stock-in-
trade consists of their knowledage of how best
to circumvent the requlations.

The 'P! Form restrictions have seriously
affected Air.Indiat's business. The restric-
tions have put =2 curb cn the volume of air
traffic ori~inating in India and this has
greatly restricted Air .India's growth and
exnansion, By limiting the number of people
who can travel abroad frem India, the 'P! Form
restrictions have led to fiercec competition
amone the airlines to get a share of the
limited traffic. To secure a sharc of the
limited air traffic, a number of airlines

are indulging in malpractices, particularly
giving rebates on the fixed air farcs and/or
granting unauthorised refunds abrcad., The
malpractices of airlines and travel agents are
greatly a direcct conscquance of the 'P' Form
restrictions,

The reqgulations contain sevoral expressions,
such as, "institutisn cutside India as 1is
acceptable to the Reserve Eank", "“the amount,
which is in the oninion of the Reserve Bank,
adecuate for the maintenance of the traveller",
"well-known trade union leader or labour
leader®, “person of sufficient status", "well-
known foreingn cr international organisation

or chamber of commerce®™, “the traveller being
noted for his work in connection with the
advancement of aducation", "such other person
specifically approved by th2 Central
Government", "“an artiste or musician of "’
standing®, etc. and such expressions give to
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the Reserve Bank/Central Government unlimited
discretion to distinguish between individual
cases on the basis of their own view or
knowledge.

The 'P' Form rcstrictions have been imposed
on foreign exchange grounds, Where invita-
tions are received from foreign Governments,
acceptance of such 1invitations has to be
anproved by the Central Sovernment, Since
there 1is no question of leakage of foreign
exchange even indirectly, the consideration
is largely from angles other than that of
foreign exchange, If there are political
considerations, the 'P' Form is not the
right instrument to decide as to whether a
foreign Government's hospitality should be
made use of by an Indian or not. There is

a tendency to secure all miscellaneous
Government objectives through 'P' Form.,

The one ground on which 'P' Form restrictions
have been defended from time to time 1is by
nleading that even the purchase of a ticket
involves foreinn exchange. 1In the case of
inaugural flights passege is free. When an
airline has an inaugural flight and offers
hospitality to the passengers, it is not
proper for the Exchange Control to say that
they must belong to a narticular vocation
such as journalists, travel agents or
hoteliers catering to the airline concerned,
etc. and should not include professors,
wives of businessmen, etc,

The 'P!' Form r strictions do not nermit
unfettered personal contacts or interchange
of ideas with foreign technicians, intellec-
tuals, professionals, or artistes, thereby
blocking the avenue of advancement of
knowledge and culture or for fostering the
spirit of enterprise and innovation,
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(10) A great deal of emphasis is placed on the
development of tourism in India. Interna-
tional tourism is a two-way traffic, If
Indians are unable to travel abroad because
of 'P' Form restrictions, the expected
inflow of foreign tourists into India may
not materialise,

(11) The fact that getting out of India is so
difficult discourages Indians 1li- ing abroad
to return to India even to explore +the pos-
sibility of working in India because they
think that once they are back to the country,
their movements will be restricted. The

*exercise of control on the normal movements
of nersons shakes the confidence cf non-
resident Indians and affects adversely the
flow of remittances to India,

3.8 Apart from the basic inconsistencies in, or
the criticisms against, the 'P! Form procedure, the
Exchange Control

Administrative
Difficulties Department is

facing considerable

difficulties in administering the regulations,
Though the Bank should be mainly concerned, as the
Central Banking Institution, with the formulation
and direction of the principl:s and procedures in
broad €erms, the 'P!' Form restrictions have brought
the Department to a stage where more and more
individual problems are to be tackled on a day-to=-

day basis, An intensive involvement of this
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magnitude has obviously caused a shift in emphasis
from the primary objectives to the secondary
objectives of the Control. A disproportionate
amount of time and energy of the officials of the
Dernartment is absorbed in dealin~ with 'P' Form and
FTS apnlications which, as a rule, have to he dealt
with urgently. Consequently, the Department is
sometimes unable to bestow adequate attention to
imnortant cases in which large sums of foreign
exchange are involved, Over a decade, various
distortions have grown in the Denartment and the
science of the Control administration has gradually
given way to its rituals,

3.9 The main document on the basis of which 'P!
Fbrms are anproved for visits to close relatives
either on a short-term or a lona-term basis,
accounting for about 40 per cent of the total 'P!
Form applications, is the Sponsorship Affidavit,
which is required to be sworn by the concerned
host before a Notary Public or a Diplomatic
Personnel of the Indian Mission abroad. Quite a
large number of affidavits received with *'P' Forms

in the Derartment are countersigned by Notaries
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Public and the dealing officials have no means to
verify the genuineness of the affidavits. At
times, cables are produced in sunport of 'P!
Forms to thce effect that the approvcd hose Ylac
met with a serious accident", or "has talen
seriously ill" or "is undergoing a major opera-
tion" and that the presence of the traveller is
absolutely necessary. 1In these cases too, it

is difficult for the officials dealing with 'P!
Forms to ensure that the cables produced are

not concocted cnes. This is not to say that
'P!' Forms are not scrutinised carefully or proper
checks are not adopted. But it is difficult to
say With any certainty that all the 'P' Forms which
are approved 1in the Denartment are supnorted by
genuine documents or disclose the genuine reasons,
3,10 The licensed airline/shippinec companies
and travel agents have been permitted to print
the 'P!' Forms in the prescribed form for sub-
mission to the Exchange Control Departmer .. The
existing procedure of giving approvals on 'P!
Forms with a rubber stamp does not, therefore,

provide adequate safequard, Besides, the chances
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of forging the signatures of the passing officials
or affixing altogether fictitious signatures on
'P!' Forms cannot also be ruled out as specimen
signaturcs of the authorised officials are not
surnlied to the airline/shinning companies or
travel agents. (The specimen signatures of the
authorised officlals are now being circulated
amonrst authorised dealers), It is quite likely
that . some unscrupulous narties may take advantage
of these loopholes, In fact, there were instances
wnere tickets had been becoked against forged

'P!" Forms.

3.11 Under the Foreiqn Travel Scheme, persons
vhe  have not gone abroad for a period of three
years, can underteke a foreign trin of their
choice withecut the requirement of 'P' Form. The
fact whether a particular applicant has gone abroad
or not within the prescribed period 1is verified
with reference to his mass~ort. In case any
travekler produces an affidavit with his FTS
apnlication stating the reason for his inability
to produce his wnrevious nassnort and affirming

that he has not gone abroad during the last threec
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years, and if his renewed or dunlicate passport does
not bear any certificate of the Passport authorities
regarding the date of his rc-entry into India from
abroad, the Denartment has hardly any option but to
an~rove the application. It is not improbable that
dishonest travellers may attempt to get over the
three-year rule by resorting to such malpractices.
3.12 At the time of approval of ‘P! Forms, the
period of stay of the traveller is stipulated. But
the Department has no machinery to follow~up the
cases effectively in order to see that the
travellers have indeed adhered to the stipulation
regarding the period of stay and/or to go into the
question of source of finance in cases of overstayals,
In certaln cases, approvals are given subject to
nroduction of some specified documents within
specified periods. It has also not been possible
for the Department to pursue these cases properly,
3.13 Consequent on the introduction of travel
restrictions, there should have been normally
downward trends
Impact of
TP Form in respect of
outward move -

ment of persons from India and remittances of surplus
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passage fare and freight collections (passage fare
collections roughly account for 40 per cent of the
total collections) by foreign airline/shipping
companies, There have, however, been continuous
increases in the outward flow of both men and money

from India, as may be observed from the undernoted

tables
TABLE 'A' - 'P!' Form/FTS Applicafions Approved
No. of 'P! No.of FTS
Year Forms applications Total
approved approved
(1) (2) (3) (4)
1962 26,608 (June- - 26,608
December)
1963 56,238 - 56,238
1964 45,776 - 45,776
1965 49,201 - 49,201
1966 51,693 - 51,693
1967 59,138 - 59,138
1968 59,418 - 59,418
1969 61,071 - 61,071
1970 48,987 29,698 (March- 78,685
December)
1971 64,039 42,160 106,199
1972 59,703 49,794 109,497
1973 67,507 43,679 111,186

1974 79,142 50,299 129,441
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T/ABIE 'B!

Surplus Funds Remitted by Foreign
Airline/Shipning Companics

Year Remittances
allowed
(Rs, crores)

1967 25.0
1968 23.0
1969 22,0
1970 21.9
1971 26.9
1972 32,80
1973 34,9%

@ Docs not include data pertaining to
Calcutta Office for the perioc April
and July-December 1972,
* Does not include data pertaining to
Calcutta Office,
Tha above data would show clearly that the 'P' Form
procedure has failed to produce the desired
deterrent effect on the foreign travel of Indians
without any allotment of exchange from the Reserve

rank, On the other hand, there has bheen an increase

in the numper of travellers since the introduction
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of Foreign Travel Scheme. Pari passu, remittances
by the foreign carriers shot up by more than 50

per cent between 1970 and 1973, Tt will not be
unreasonable to believe that despite ihc regulatory
provisions, more and more people are veering round
the unauthorised market to meet their foreign
exchange needs,

3.14 As larger number of Indians are going

abroad in recent years for employment, emigration,
eté., there should have been a proportionate increase
in the inward flow of funds on private accounts
(family maintenance, migrants' transfer, money-
order drawings, missionary remittances and unclassi-
fied receipts), Similarly, with the progressive
increase in the number of foreign tourists, earnings
from tourism should have recorded a proportionate
rise, But it is, however, observed that these

trends have not generally been maintained as per
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the figures given below:

Inward No. of Earnings
remittances foreign on account
Year on private tourists of tourism
account visiting (B.grores)
(Rs, crores) India
(1) (2) (3) (4)
1967 102.9 1,94,060 22.32
1968 123.8 2,27,957 25,13
1969 139.3 3,14,407 32.09
1970 126.2 3,62,616 29.51
1971 - 148.0 3,24,921 30.22
1972 150.0 3,39,905 35.80

Perhaps, a good portion of the funds generated by
non-resident Indians and foreign tourists is being
absorbed on a compensatory basis by the resident
Indians for meeting personal expenses in the course
of their foreign trips and for financing <he
smuggling operations.

3.15 Now the question arises as to Wh2ther the
'P! Form brocedure can be made more strincent in
order to restrict the travel without exchenge,
particularly on the basis of hospitality of indivi-
duals. In the context of progressive relaxations

over the years, the reply seems to be a clear
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negative, Under the existing regulations, any
person who has the willingness to go abroad and
has alsoc the requisite rupee funds (accountable or
unaccountable) is akle to present readily an
acceptable 'P!' Form application, As a matter of
fact, about 99 per cent of the 'P'! Form applica-
tions are beinqg cleared in the usual course, People
are going and will go abroad so long as they have
easy access to the unauthorised market and have
other incentives for such visits, Having regard
to the experlence acquired over a long period of
thirteen years, it is considered that 'P' Form
mechanism is no longer a strong weapon to prevent
diversion of foreign exchange to unauthorised
channels. Tt has, therefore, been necessary for the
Government /Reserve Bank to look for other remedies
to cure the 1ills.
3.16 With 'a view to plugging the leakage of
exchange through trade channels, making dealings

in unauthorised

Measures to Check
Icakage of Exchange foreign exchange

markets difficult,
diverting funds to official channels and curbing

the smuggling activities, several administrative
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and legislative measures have been intréduced in
the recent past.

3.17 During the last 4/5 years, several steps
have been taken administratively by the Exchange
Control Department, either on its own or in the
light of the recommendations of the Study Team on
"leakage of Foreign Exchange through Invoice
Manipulations™, to prevent malpractices of unscru-
pulous importers and exporters.

3.18 Since under-invoicing of exports and over-
invoicing of imports are the usual modes for
diversion of exchange to unauthorised channels,
more powers have been acquired legislatively through
the Foreign Exchange Regulation Act, 1973, to deal
with such cases effectively. 1In order to check
leakage of foreign exchange arising out of tourism,
a new provision (vide Section 15 of FERA, 1973)
has been made empowering the Central Government to
direct payment in foreign exchange by peTrsons,

who are on visit to Indié, for discharging their
liabilities. Administrative instructions have

been issued by Government to all hotels that pay-

ments from foreigners and -also non-resident Indians
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should be received in foreign exchange only. On the
basis of the recommendations of the Law Commission
on "Trial and Punishment of Social and Economic
Offences", several new provisions have also been
made in the same statute to streagthen the Enforce-
ment Machinery and to provide for more stringent
punishments to act as a deterrent.

3.19 In order to check the smuggling operations
and to ensure that the foreign exchange dues to the
country are not lost, a new legislation entitled
"Conservation of Foreign Exchange and Prevention of
Smuggling Activities Act, 1974%, has been passed,
This Act empowers the Central Government to detain
any person who 1is suspected of indulging in
smuggling activities and tc¢ initiate other deterrent
measures, In fact, Government have already
léunched their offensive against the smugglers under
the new legislation in an extensive manner,

3.20 Coupled with these preventive and punitive
provisions, some incentives have been offered to the
non-resident Indians for making remittances to

India through official channels, Non-residents of

Indian nationality or origin may open special
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accounts, syled "Non-resident (External) Accounts",
with banks in Inaia by remittances from abroad (or
with remittable rupee funds) with two major benefits
that (i) funds lying in such accounts can ke
repatriated from India freely without the prior
approval of the Reserve Bank and (ii) interest
accruing on these funds is exempt from Indian taxes,
With the increasing interest rates on deposits, the
number of such accounts has grown from 1,210 at the
end of December 1970 to 20,000 at the end of

December 1974 and the balances from R,1,3 crores to
Rs,28,03 crores during this period. To make the
Scheme more attractive, it has since been decided

to permit opening of such accounts in designated
foreign currencies, Government have also evolved
special schemes under which private vehicles

(motor cars and scooters), an important agricultural
input (tractors) and a key raw material (cement) are
allotted on a priérity basis agzinst inward remittances.
3.21 Some liberalisations have been ..ade in

the fields of investments. Non-resident Indians

are freely permitted to make investments in proprietor-

ship/partnership firms or in orivate/public limited
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companies for the purvose of trading or non-trading,
industrial or manufacturing activities, with
unrestricted freedom to utilise the capital so
employed and the income arising out of it within
India only. A decision has since been taken to
allow investments by non-residents of Indian
naticnality or origin in selected fields upto 20
per cent of the share canital with the right of
revatriation of income and capital from India.

3,22 As a’cumulative effect of all these
measurcs, there should be more inflow of funds
through official channels. Though no precise
figuras are available, it is estimated that remit-
tances from abrcad are now more by about Rs.l0 crores,
on an average, per month, as compared to the
previous year. There 1is another redeeming develop-
ment. The unofficial exchange rate, which 1is also
an important indicator has also come down
considerahly. The rate was stated to be Rs,.8.50 per
dollar in the unauthorised market in November 1974
as against the official rate of Rs.,8 per dollar,.

It is reported that the gap has still narrowed down

in the subsequent months and in fact, there is at
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present practically no demand for foreign exchange
in the unauthorised market.

3.23 Apart from the question of efficacy of the
'P! Form procedure, it is necessary to be conscious

about an
Projection

organisational
problem, The number of 'P! Form/FTS cases has
increased by more than 112 per cent from 61,000 in
1969 to 1,29,000 in 1974, Of the total volume, Bombay
and New Delhi Offices bear a disproportionately
heavy burden, accounting for 46 and 32 per cent
annroximately. If the volume grows at this rate,
these two Offices will have to be expanded enormously
within the next five years only to handle such cases,
Okviously, this will be a severe constraint,
3.24 It may not, therefore, be worthwhile to
continue the 'P!' Form procedure, In the event of
such a decision, two alternatives may have to be
considered, The. first alternative is to abolish 'P!
Form and re-instate the Basic Travel Quota. It
would have been an ideal situation if the pre-1957
scheme under which one could get as much as £.750/-
once in two vyears for foreign travel by merely

calling at a bank and producing his passport could
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be restored., Obviously, the present foreign
exchange position will not simply permit such

a luxury. It was hinted some years back that a
smaller Basic Travel Quota of £.50/- to £.75/-
could perhaps be introduced. T..2 Study Team
considers that the size of the quota should be
sufficiently large to meet the needs of an average
middle-class traveller for a month and perhaps an
amount of £.400/- /which is less by £.50/- than the
amount (@£.15 per day) admissible to the travelling
salesman or persons on study tour for a month7
should be the optimum,

3.25 There is, no doubt, some improvement in the
exchange position, but it is still not very
demendable. Exports recorded an apnreciable rise
to about R,3,304 crores during the financial year
ended 31st March 1975, but imports also shot up
from §,2,925 crores to Bs.4,349 crores during the
same period. The external debt of the Central
Government which amounted to F,5,830 crores at the
end of March 1974, moved upto f,6,382 crores
(estimated) at the end of March 1975. The overall

exchange reserves (including 'Gold! and SDRs) of
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the country, which stood at B.947 crores at the
end of March 1974, went up marginally to R.969
crores 7t the end of March 197% evén after a year
of record exports, It is likely that the debt
repaymeﬁ£ prograﬁmes will be rescheduled and
higher import commitments may have to be made
during the next vyear due to various uncertainties.
According to an expert opinion, the question of
introduction of a Basic Travel Quota can be consi-
dered only when the foreign exchénge reserves of
the country become equal to the requirements for
imports over a period of at least 4 to 6 months.
Tt will not, therefore, be prudent to make any
public commitment regafding re-.iftroduction of
Basic Travel Quota at this stage.j It is also
doubtful whether any provision for a Basic Travel
Quota even for a small amount would now be
acceptalle politically in the (ontext of the
present economic situation of the country.’

3.26 The second alternative is to abolish 'P!
Form altogether and make travel abroad without
exchange release free from any festrictions. This

would be going back to the position prevailing
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during the period 1957 to 1962, when travel to the
then Non-Dollar Area was free from restrictions,

It would also be tantamount to the removal of
ceiling as to the number of visits presently
permissible under the Foreign Travel Scheme, It
may he recalled that one of the presumptions on
which this Scheme has been evolved is that normally
neople, who can afford to go abroad, would be able
to count on some hospitality., Persons going abrpad
either with 'P' Form approval or with exchange
allotment are permitted under the existing rules to
spend additional 15 days either to make en-route
halts or to visit nearby countries., In these cases,
no questions are asked as to how the traveller has
financed his extendad stay,

3.27 In case 'P!' Form procedure 1s scrapped
altogether, there may be an immediate spurt in
foreign travel due to the release of the pent-up
demand, It 1is, however, felt that in view of the
existence of the Foreign Travel Scheme over a period
of five years, the urge for foreign travel for
purely social or cultural purr~oses has been met to

a considcecrable extent. Besides, the various
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preventive and »nunitive measures initiated by Govern-
ment will have a salutory immact on cther elements
who undertake foreign travel for smuggling or
speculative pur-oses. There are positive signs that
such operators are reluctant to take chances, In
addition, there are also economic factors ~high
international transport costs (return passage fares
fcr Economy Class tickets from Bombay to London and
Bombay to New York annroximately amount to R5.9,600/-
and Rs,14,000/~- respectively at present) and increased
cost of living abroad —~which will keep down the
level of foreign travel even in a control-free
situation., It is, therefore, anticipated that due to
the resultant action of all these factors, there will
not be any significant increase in the number of
persons travelling outside India consequent on
abolition of 'P! Form.

3.28 The impact of abolition of 'P' Form in terms of
direct foreign exchange exnenditure would be almost
nil because the travellers will not be given any
foreign exchange. Since the Foreign Travel Scheme will
also have to be revoked at the same time, there will

rather bc some saving on this account, The yearly
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average number of travellers under this Scheme for
1972, 1973 and 1974 was 47,924 and out of them,
roughly 50 per cent *ravelled by Air India. By
withdrawing the U.S.$ 100 facility, the foreign
exchange to the extent of R,216 “akhs approximately
will be saved vper annum, There may, however,

be marginal increase in foreign exchange expendi-
ture on account of passages booked with foreign
airline/shipnina companies, As it is, quite a
§izable number of passengers travel by foreign
airlines, The hundred-dollar facility given under
the Foreign Travel Scheme has not induced many
travellers to go by Air India as they have been able
to attract only about 50 per cent of the travellers
proceeding under this Scheme, Their share in
respect of travel on 'P!' Forms is still less,
accounting for only 40 per cent of the total, This
large-scale diversion of air traffic from the
national carrier is perhanms largely due to the
malpractices renorted to be indulged in by some
foreign airlines,

3.29 In order to curb the malpractices of

foreign airlines, a few administrative measures may
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be introduced. It is renorted that many foreign
carriers, mnarticularly the airlines belonging to
tﬁe Mid”le East countries, allow considerable
discounts to the passengers despite prohibitory
rules of, and vigilance by, tﬁe Internati,nal Air
Transoort Association (IATA)., Under the new
Foreign Exchange Requlation Act, the Reserve Bank
has been vested with powers to conduct insnection
of books and accounts of airline/shipning
companies and travel agents, A system of ;insPec-
tion by the Reserve Bank may accordingly be
evolved at the earliest opportunity. Secondly, a
new regulation directing that all persons booking
passages against payment of fare in Rupees should
pay the amount by means of crossed cheques may be
introduced, The foreign-going passengers are
usually quite affluent and it is not unreasonable
to éXpect that all of them should have bank accounts,
It is considered that with the introduction of these
two measures, the malpractices indulged in by the
foreign airlines will be checked to a great extent.
3.30 Along with these preventive stepns, a

further direction may be issued indicating that
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: persons who desire to undertake foreign travel by
‘air against payment of fare in Rupees, without
obtaining exchange relcase from the Reserve Bank,
must travel by Air India (Indian Airlines in the
case of travel to the neighbouring countries).
Those who are allotted exchange will have, however,
the frecedom to travel by any carrier of their
choice. (This restriction need not be made appli-
cable to the journeys by sea as such cases will be
rather few and Indian shipping lines have not so
far been able to exnand their passenger services in
a big way). In the event of such an arrangement,
there will be geénerally a saving in regard to the
remittance of passage fare collections by foreign
airlines and Air India will also have the
assurance of patronage by a sizabld group of
nassengers, Still there will be’somé foreign
exchange exnenditure on account of the coupons
uplifted by foreign carriers to'enable the
traveller te visit places, which are not served
by Air India, This foreign exchange expenditure
may not, however, be sizable . Such a restrictive

provision may, ne doubt, evoke some criticisms from
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foreign Governments/airlines, But the discrimination
between the travellers proceeding abroad with exchange
release and the travellers proceeding abroad without
exchange release can be justified on the grounds that
in the former category of cases, the essentiality of
the visit is established by Government/Reserve Bank
after taking into account various relevant factors and
that it is reasonable and proper, in the interest of
the Control, to avoid to the possible extent foreign
exchange expenditure on account of those nersons who
decide to go abroad for unaprroved purposes., It may
be recalled that at the time of introduction of the
hundred-dollar facility to induce persons to travel by
the national carrier, the question whether this steo
would either violate any IATA Regulaticons or expvose
Air India to retaliatory measures by other countries
was examined, It was explained by Air India that

IATA would be in no way concerned as it would be a
Government directive and that they did not expect

any retaliatory measures as most developing countries
did take measures in some form or other to support
their own carriers. Although the Reserve Bank

and Govarnment have received several complaints from
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foreign airlines and foreign Embassies against the
discrimination, the facility has been allowed to
continue by Government, Even under the current
regulaticns, 'P' Forms in resnect of certain
cateqories of passengers (i.e. non-residents of
Indian nationality or origin paying passages out of
their non-resident/blocked/NDRS Special Accounts)
are approv:d only when they travel on a national
carrier.

3.31 Mter careful examination of the whole
issue, it is felt that; on balance of considerations,
it would be better to abolish 'P' Form altogether,
The Administrative Reforms Commission also made the
same recommendation as far back as in 1968. Consi-
derable protective mcasures have been taken since
then. Even if scme loss of exchange happens in the
initial phasc after the removal of the 'P! Form
Control, it will be only marginal. On the other
hand, this relaxation will remove much of tension
from the Exchange Control Department, make the
ContPol more effective in the core areas and will
generally appeal to the members of the public. It

may be reasonably anticipated that the overall
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impact will be wholesome, As this question has to
be finally decided on a political plane by
Government, a reference may be made to New Delhi
only if the Mint Road concurs with this vicw,

3.32 We, therefore, recommend that —

(L) P! Form may be abolished;

(2) The question of imnosing restric-
tion that air travel from India
without exchange will be permitted
only by Air India/Indian Airlines
may be examined; and

(3) The hundred-dollar facility may
be withdrawn,
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CHAPTER 1V

GR FonM PROCEDURE

4,1 In the entire spcectrum of Exchange Control,
Exports Scction is placed at the focal pointe The

work »f this Section
Int roduction

has assumed a
particular significance in the contcext of the repidly
rising exports. Due to various promotional measures
initiated by Govermment, Reserve Bank and other
allied institutions and also favourable developments
abroad, there has been a sharp increase in exports.
During the last year, the exports amounted to about
fs¢3,300 crores representing an increase of 31 per
cent over the preceding year. Government have
targetted a growth rate of at least 10 per cent. in
exports for the current year. It is anticipated that
the total value of exvorts from India will be around
fs¢5,000 crores per annum in about 5 years' time.

4,2 With the increcasing exports, it has become
particularly incumbent on the Exc..ange Control
Department to ensure that procceds of all cxports
from India ére recalised within the stipulated time

in the prescribed manner and alsc to actively

follow-up the cases of default. Thesc tasks, which
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are mooted with the objectives of mopping up of

exchange earnings by cexports and preventing

lcakage of exchange by unscrupulous exporters,

are performed through what is known as 'GR Form

Drill:,

4,3 Under the mechanism of GR Form drill,

original GR etc. Forms are rcceived by the Department
from the Customs/

GR Form
Procedure Postal authoritics

immediately after the

export. The rclevant particulars declared by the

exporters on the original forms arc, in the first

instance, rcquired to be verified with those appecaring

on the duplicates as soon as the latter forms arc

received from authorised dealcers after the shipping

documents are negotiated or sent for collections

This initial verification is undcrtaken in order

to ensure that tne documents of title to the exported

merchandise have gone into authoriscd banking:

channel. This cxercise is supposed to be completed

within 5/6 weeks from thc date of shipment as the

documents should be lodged witin authorised dcalers

by the exporters within three wecks. Offices are
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expzected to pursue the exporters &xpeditiously if the
duplicates arc not reccived from authorised decalers
within the prescribed time. After the duplicates are
received, Offices await the triplicate forms which
arc sent by authorised dcalers with necessary
certification regarding rcalisation of the export
valuc (and with account sales statemcnts in the casc
of c¢cxports on consignment basis). The triblicate GR
ctce. Forms, when received, are verified with the
originals/dunlicates and if they are found in oxder,
the follow=up proccdurc is trcated as closeds As the
export procecaods arc required to be rcpatriated within
six months from the date of shipment, the Bank chases
the concerned authorised dealers/cxporters where the
triplicate forms are not received within, or
immediately after, the stipulated time. These tasks,
though apparently simple, arc tremendously significant
in the wider perspective,
4.4 Of thc various Regional Offices, the
Bombay Officc carrics the maximum burden in this
rcgard. The

Work Load in
Bompay Offlcc rclcevant data

indicating the

position of this Officc vis-a-vis the all-India
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position ax: indicatud bclow

A. No. of Exportcrs

As on Numbe r crcenta c of
_ _ All-Tndia  ZBombz J_to (2
eV 2. 13_ -

30- 6-1973 42,159 11,845 28.1

30- 6-1974 49,469 13,678 25.6

30~ 6=1975 53,987 14,636 27.1

Be Number of GR etc. Forms rcceived by the Reserve Bank

Tt A 4 e e A e makm A e A Cm e W Mw e W AmA . W e e i e M e mm = o % ie e ewo
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Pcriod Nature Bombay Other Total Percontage

of Offices of (3) to
_ Forms (5) S
D S ) (<) N (4) ... 6] N (e)....
1970 GR 4,64,953 6,22,344 10,87,297

Others __67,345 1,56,210 _2,23,555

Total  5,32,298  7,78,554 13,10,852  40.6
1972 GR 4,45,299 7,20,805 11,66,104

Others 95,170 1,40,430  1,95,600

Total  5,00,469  8,61,235 13,61,704 36,7
1974 GR 5,45,454 6,31,311 11,76,765

Othors  __ 61,866  1,46,455 _2,08,321

Total — _6,07,320  7,77,766%¥13,85,086 43,8

*% Figurcs rclating to Calcutta Office for the
period November-December 1974 and to other

QCffices for thce month 2f Deccmber 1974 not

included,
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Ce Healisation of export proceeds#

(fse in crores)

Ycar All~India Bombay Pcrcentage of
’ (3) to (2)
A0 (2 (3) _{4)
1971-72 1564,08 615.81 39.4
1972-73 1844 .94 792.61 43,0
1973-74 2405.9¢6 1136 .87 4743

* Figures tabulated on the basis of returns
reccived from authorised dealerse.

445 Having regard to the growing tcmpo of cxports,
tne 'GR Form Drill! has been reviewed from time to
times The procedurc, involving the physical matching

of forms at
Changes in 3R

- - ——

Form Procedure the original-
duplicate and

original/duplicate-triplicate stages, recording the
receipts of forms in Noting Rugisters by thimble
systcm and coding of only the duplicate forms,
was in voguc since the inception of the Control till
mid-sixties., As, howcver, major variations had then
becen noticed between the declared valuc and realised
value of c®ports, the procedure was reviewed towards

the end of 1965, It was decided that the data

available from all the threce copics of GR etce Forms
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would be coded scparatcly. Since the follow-up
mcasurcs werc also found to be unsatisfactory, a
further decisioﬁ was taken that reminders to the
defaulting exnorters and/or their bankers would be
issuced with the help of machinese (This decision
was revoked subsequently as a result of protests
by the Employces! Association). The system of
vhysical matching of the forms and recording the
receipts thercof in Noting Registurs remained,
however, unchanged. Since the 1965-procedurc was
found to be still inadequate for an effective follow-
up action, a furthcr revioew was made in 1970. The
major changes then introduced may be broadly
summarised as under :

(1) Discont inuance of physical matching
of forms;

(2) Discontinuance of recording the receipt
of forms (original/duplicate/trislicate)
in the Noting Register;

(3) Introduction of computcrised control
sheets containing the relevant details
from the originals;

(4) Arrangements for storage of forms in a
serial oxder on a monthly basis according
to the datc of shipment (instead of on an
annual basis according to the serial
numbc r) ;
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(5) Scrutiny of duplicate forms with refecrence
to the control shects (and not the original
forms);

(6) Writing of objcction memoranda by Staff
Officcrs, conducting scrutiny cof dnlicate
forms and initiating correspondence with
the concerncd exporters/authorised decalers
on the basis of these memcanda; and

(7) Scrutiny of trinlicatc forms by refercnce
to the entries recorded on the face of

the forms without linking them with the
relative originals/duplicatese.

4.6 The revised procedurc has not been implemented
by the Calcutta Office duc to the resistance of the

Employccs!

Working of the
T970 Eﬁ Form Association

Procedure

and has also
failed to makc any mark in other Offices (including
Bombay ) where it has been implemented in principle.
The computerised control sieets, which form the basis
of the follow-up work in the new system, are rcceived
in bulk from the Machin: Section (Department of
Statistics) after 4/5 months mainly on account of
delay in submission of the code s.acets by the
Regional Officeses In view of the time-lag and the
difficultics in handling the voluminous shecets and

duplicatc forms for the purpose of comparison,
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tremendous arrcars accumulated in Officess No Office
could issue reminders in respect of the outstanding
duplicates or letters for recconciliation of dis-
crepancics rclating to the duplicate forms, if
received, within 6/8 months (against the normal
period of 5/6 wecks) from the date of shipmente.

The very purpose of the duplicatc excrcisc was
completely lost due to such an abnormal dclay.
Secondly, the success of thc new procedurc depended
partly on the performance of the machines and partly
on human ciforts and the two sides could never be
properly co-ordinated. Thirdly, the Balance of
Payments statistics got distortcd duc to uncven

flow of data from the Calcutta Office and cther
Officess Fourthly, the position of follow-up

work in the various Offices (including Calcutta)
always remained at different levels, making an overall
asscssment extremely difficult, Fifthly, the
triplicate exercise, which was initiated on the basis
of the computerised informaticn, did not also work
well and various confusing replics were being reccived
from authorised dealcrs duc to inaccuracics in the

data supplied by thce machince. In additicn, the
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Bombay Office (perhaps other Offices also) was
gencrally under-staffed during all these ycars. As

a resultant of all these factors, the grip over the
follow=-up work in the Exports Section was lost
gradually and the Department was exposed to an
extremely vulnerable positione

447 In view of this unsatisfactory state of affairs,
various studics were undertaken by the Department either
independently or conjointly with the Organisation &
Methods Division during the last few years to find a
workablce solutions Unfortunately, no tangible
decision has becen taken to overcome the impasse. 1In
order to prcvent further deterioration, the Bombay
Office has reverted, apparently on an ad hoc basis,
to the pre-1970 procedure. The R etc. Forms, which
were bundled up in messy conditions, are being neatly
arranged in a systematic ménncr. Despite the inflow
0f control shecets from the Machine Section, physical
matching of the forms has been started. After
sustained efforts during the usual working hours

and continuous overtime work by a largc contingent

of staff over a neriod of about 24 months under a
very close supervision, it has been possible to make

some progress regerding clcarance of arrcarse
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Tho position of arrcars in Bombay Office

Arrcars in
Bombay Office

is as under :

A.

Be

Ce

Arranging of Export Forms

as on 3lst

July 1975

Bpriod

1¢74 onwards

VMatching of Export Forms

—— ¢ > S

No. 0f Forms
(Originals, Duplicatecs,
Triplicates and Short-
Shipment Notices)

Period

B i ]

1973 orvrexrds
Issuc of Reminders

Nature of the Fomw

For Duplicate Export
Forms

For Triplicatec Export
Forms

3,27,076

Noe. of Forms
(Originals)

2,87,484

Period

From January 1972 onwards.

From March 1974 onwards.
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D.: Scrutiny of Export Forms

Nature of Scrutiny Period
Duplicate Scrutiny In respect of Export

Forms pertaining to the
period August 1972
onwards.e

Triplicate Scrutiny In respect of Export
Forms pertaining to the
period January 1972
onwards e

NOTE: At present, the scrutiny of Export Forms is

—— done at the final stage after Original/
Duplicate/Triplicate Forms have been matcheds
This scrutiny has been completed to the extent
of 80 per cent of the Forms pertaining to 1972;
the remaining 20 per cent is still pendinge.

4.9 These particulars clearly show that the

existing GR Form mecchanism has failed to achieve the

desired
Strategy for
the Future objectives in
the Bombay

Office (and presumably in other Offices as well).

It needs no emphasis that this position must not be
allowed to continue any further, A definite strategy
has, thercfore, to be evolved for taEkling this
problem on a satisfactory basis. In the wake of the
growing cxports, one cannot cortainly recommend

continuance of a manual system as a long-term solution
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duc to its inherent limitations. During these days,

the Bank would naturally be exnccted to give precise
particulars of exports - commodity-wise, cxporter-wisc
and country-wise - and also perhaps similar details in
respect of the outstanding cascs at a sh rt notice« 1In
addition, Offices should be ablc to complete the
scrutiny and compilation of the basic export data and
to initiate correspondence with the defaulting exporters
and/or their bankers (also with the Enforcement
Directoratf in doubtful cases) well in time. The Study
Tcam fcels that completc mechanisation will perhans
provide the ultimaté answere Even if this view is upheld,
many administrative, technical and personnel problems
will have to be sorted out before a durable scheme of
total computerisaticn is implemented. If the past is
any indicator, it has to be assumed that considerable
time and efforts will be rcquired to arrive at a
conclusive decision in this rcgarde A suitable manual
method is, therefore, inescapable, at least as a

temporary expedicents



87

4410 Merc re-~introduction of the pre-~1970 procedure
will not, however, mect the present requirementse.

Under this
Decentralisation
of Work T

procedure

(which is now
being followed in the Bombay Officc on an ad hoc basis
and is being continued in Calcutta without any brecak),
all the GR etce. Forms arc arrangcd in a centralised
manner according to the seriality of their printed
num:er and the ¢ntirce follow-up action is conducted
accordingly, This practice could perhaps work when a
limited numbcer of forms had to be handled by the
Officese With the enormous number of forms now pour-
ing in, it is administratively difficult to make any
narticular cmnloyee or employces specifically account-
able for the follow-up work. This apart, anotner
centingency - the question of fixing the responsibility
in the event of loss or misplacement of any form - may
also arise now-a-dayss Under the existing manual
system, this will be an impossible taske To make
the system more effective, some remodelling is, therc-
fore, absolutely esscentiale The Study Tecam has gone
through the various suggestions made during the last

2/3 years for modification of the procedurc and has
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also given a very carcful thought to the problem.

The Tecam considers that a workable manual proccdure

can be evolved only under a schcme of decentralisatione
4,11 Under the scheme of decentralisation, the
Exports Section will be sub=divided into various

Sub-sections
New Procedure

for the purpose

of effective control and follow=-up action in respect of
GR Forms only. The cxports covercd by PP/EP Forms

form a minor portion of the total volume and such Forms
will continue to be proccssed in a centralised manner
as at present. For the operation ¢f this scheme,
exporters will be first grouped in an alphabetical
order and then arranged in cach group according to
their code number. As cach such group will be assigned
to a senarate Sub-section, thc arrangements will be

as under :

Exnortcrs arranged

Sub-section alphabetically
1 A, B, C
2 D, E, F, G, H
3 I, J, K, L

ctc., ctco.,
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The Sub-scctions will have the res»honsibility for
attending to all items of work (except coding which
will continue to be don: centrally as at present)
relating to the exporters carmarked for them. Broadly,
their tasks will be as under :

(1) Receiving the original GR Forms from
the Coding Section after they have
boen coded;

(2) Arranging the originals according to
their serial number;

(3) Receiving the duplicatcs from the
Coding Section after the coding;

(4) Matching the originals with the
duplicatcs;

(5) Scgregating thc matched original-
duplicates, and arranging according
to their scrial number;

(6) 1Issue of reminders to the exporters in
the event of non-receipt of duplicates,
at fixed intervals;

(7) Recciving the triplicates from the
Coding Section after coding;

(8) Issuing reminders to authorised dealers/
exporters in the event of non-submission
of triplicates, at fixed intervals;

(9) Scrutiny of the triplicatcs (and the
account: salcs statements in regard to
the consignment exports) and matching
them with original-duplicatess



(10)

(11)

(12)

(15)
(16)

(17)
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Scrutiny of quarterly statcments of out-
standing export bills received from
authorised dcalers with reference to the
unmatched original-duplicates;

Refcrring the doubtful cases to the
Enforcement Dircctorate and/or caution=-
listing the concerned cxporters;

Dealing with applications for cxtension
of time, rcduction of valuej diversion of
goods from one country to another; change
of buyers, modification of the terms of
sale contracts, ctcs;

Attending to the applications for
remittances of commission, claims, over-
pricc, legal charges, ctce;

Registration of agency agreements for
payment of commission to overscas sclling
agents;

Maintaining the requisite files/registcrs;

Collection and supply of suitable
statistical information; and

Transferring the pro-complete fomms to
the Central Records Section of the Exports
Section for eventual destruction.

As the entire range of work in respect of the various

groups of cxporters will devolve exclusively on different

Sub-scctions, they may definitely be made accountable for

any omissions or commissions. The proposcd Sub-scctions

would, at the same time, develop some cxpertise in regard

to the concerncd exporters,
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4,12 As usual, the originals of GR/EP/PP Forms will
be received by the Coding Scction from the Customs/Post
Offices (through a representative of the pepartment in
the case of local Customs Office and by post from
other Offices) and the duplicates/triplicates from
authorised decalers with thejr rcturnse The Staff
Officer of the Section will be responsible for the
rececipt of the forms after due verification with
refercnce to the relative forwarding schedules and

tae entry of the requisite particulars in the
prescribed registcre He should also ensure that the
coding work (including the checking and re-checking)
is complected on a day-to-day basis according to the
standinog instructions. After the day's work, all the
original/duplicate/triplicate forms shculd be sorted
according to thc alphabetical group of cxporters
(corresponding to the pattern of Sub-scctions of the
Exports Section) and kent overnight under the charge
of the gstatf Officer of the Coding Sectione The
Coding Sccticn should have, therefore, sufficient
number of rccewntacles (almirahs/bins) to store the
daily rccoipts of €xport forms.

4,13 Thie Coding Scction will make date-wisc entrics

of the number of originals/duplicates/triplicates of the
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various cxport forms in a pass book for transmission to
the differcnt Sub-sections of the Exports Section. The
concerned rcceiving Sub=-section shcoculd verify the number
of forms by physical counting and give an acknowledgement
in the rclative pass books A scparate pass book should be
maintained for such transacti;ns with each Sub-scctione.
The distinguishing numbers (printed number/sccurity
number) nced not, however, be recorded in these transit
books as these details may be ascertained, in case of
necd, by tracing back the relative covering schedules
(to be filed scrially in the Coding Section) rcceived
from the various Customs/Post Offices in respcct of -the
originals and the lists attached t» the R returns
received from authorised dealers for the duplicates/
triplicatese The pass book should have scparate folics
for originals, duplicates and triplicates. Similarly,
there should be scparatce pass books for PP and EP Forms
for the purposc of transmission of the forms to the
concerned Sub=-scctions. It should be cnsurcd that the
local forms arc deliverced to the dcaling Sub-scctions

of the Exports gection and that the forms pertaining to
other arcas are forwarcded to the concerncd Offices on

the day following the day on which they are coded.
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4,14 It is the intention that cach Sub-section of
the Exports Section should retain, in their direct
custody, all the copics of GR Forms assigncd to them
from the receiving stage till the pro-complete stagee.
The Sub-scctions should, therefore, have adequate
number of almirahs/bins to store these forms in a
systematic orders Each Sub-scction should maintain
different ledger-wise rccords in respect of the
originals, matchod original-duplicates and original/
duplicate=triplicates in the forms given at the end
of this chapter, These lodgers will broadly indicate
the work-flow and will thus help the Sectional
Officers to initiatc corrective steps, wherc required,
right at the initial stage. As close supervision can
bo exercised simultancously in all the distinct
compartments, tne total follow-up work will be always
under control.s If there arc any distortions in any
group, »Hointed attcntion may be given at once.

44,15 The original forms rcceived on a particd ar
day should thus be posted in the ledger and arranged in
the receptacles by the respective group according to
their scrial numbere Authorisced dealers have been
adviscd to forward the duplicatecs within 28 days from

the datce of shipment. On receint of the duplicates,
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the Sub-scctions should arrange to match them with the
originals on a day-to~-day basis. 1In casc thc duplicates
arc not reccived within the scheduled period, the Sub-
scctions should issuc the first set of rcminders to the
defaulting exporters on the 40th day (allowing a further
time-margin for contingencies) from thc date of shipment.
For cxample, if shipments arc made on lst January 1976,
the first reminder in respect of the outstanding duplicates
should be scnt out on 10th rFebruary 1976. If no reply

is rcceived from the concernced exportecr within two weeks
from the date of the first reminder, a second reminder
should be issued, undcr registerud post with acknowledge-
ment duc, calling upon him to arrange for submission of
the duplicate form within 10 days and cautioning that in
the event of non-compliance with the rcauirement, his
name will be liable to be nlaccd on the Caution Liste.

In case the cxporter still fails to respond within the
period, action for placement of his name on the Caution
List should be initiated according to the prescribed
procedurc.

4.16 As and when the duplicates are matched with

the originals, the matched forms should be segregated
and storcd in another row (preferably in a different

receptacle) according to their scrial number. Under the
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existing instructions, all duplicate forms are required
to be scrutinised by Staff Officers. As all essential
details embodied in the original/duplicate/triplicate
copies of GR/EP Forms are now invariably required to

be verified by the Customs authorities and again by
authorised dealers and authorised dealers do not have
discretionary powers to allow any deduction from the
bill amount, no further examination of the duplicate
GR/EP Forms in the Exchange control Department is
considered recessary.

4,17 At present, the triplicate forms are subjected
to a prima facie examination in order to verify that the
invoice value declared on the face of the form has been
fully realised, the certificate appearing on the reverse
of the form has been properly furnished by the con-
cerned authorised dealer and also the method of finance
indicated is in order. As examination of duplicate
forms is being dispensed with, a system of composite
scrutiny of original/duplicate/triplicate forms may

be evolved. For this purpose, the triplicate forms
should first be arranged and merged with the original-
duplicates. Thereafter, the scrutiny of the forms may
be done by Clerks Grade I. Of the forms so examined

and accepted by the clerical staff, 25 pcr cent of
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the forms relating to exports on outright basis will

be subjected to a test check by Staff Officers. Wwith
regard to the consignment exports, staff Officers should,
however, carry out 100 per cent check of the relative
forms and account sales statements after the scrutiny

at the clerical level. Date-wisce figures of the
triplicates forms examined by the clerical and Officcr-
staff should be recorded by each Sub-scction in
Original/Duplicate/rriplicate (0/D/T) Ledger. If the
triplicates have been accepted as in order, the follow-
up procedure should be treated as closed and the pro-
complete forms transferred to the Central Records

Section through a transit book on a day-to-day basis.

The forms under objection should be retained in the
dealing Sub-sections until the discrepancies are
Teconciled.

4.,18. As export proceceds should be realiscd within

six months from the date of shipment, authorised deale rs
have been advised to take up the cases of non-realisation
with the concerned cxporters promptly after the expiry

of that period and to report the specific cascs to the
Reserve Bank where the proceeds arc not still repatriated

within three wceks. In the absence of rcgular flow of
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information from authorised dealers to the Reserve Bank,
timely follow-up action is not taken in many cases. It
is, thercfore, necessary to evolve a programme according
to which the Reserve Bank should bc able to pursue, on
their own, the cases wherc the trinlicates have not becn
received within a recasonable time after the duc dates
Allowing an overall margin of four weeks beyord the
prescribed period of six months, the Rescrve Bank

should send out the first set of reminders on the

210th day from the date of shipment to the concerned
authoriscd dealers if the triplicates, or applications
for extension of time, have not been received by that
date« For cxample, if the shipments are made on

lst January 1976, the first reminder in respect of

the outstanding triplicates should be issued on 28th
July 1976. 1If no rcply is received from the bank
within two weeks, a letter should immediately be

issued demi-officially to the Officer-in-Charge

of the Foreign Exchangc Department of the con-

cerned Banke In case it is reported that the

export value has not been rcalised, the case

should promptly be taken up with the defaulting

exporter and further follow-up measures initiated
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(including placement of the name of the exporter on

the Caution List and/o® refcrcnce of the casa %o thke

Enforcement Directorate) accoriing to the stonnding

instructionse.

4,19 In the course of follow-up actiocn, Officeg

face considerable difficulties in the casc vherc
short-shipments

Discontinuance of

Short-Shipment/ are involved or
Shut-0Out Notlces

shipments have
been shut-out. In such cases, the concerned exportcrs
are required to file notices in the prescribed forms
with the appropriate Customs Offices who have approved
the relative GR/EP Forms. Sincc the data contained in
these forms materially alter the quantity and value of
the merchandise as declared initially, or negative them
a;together, arranging, coding and scrutiny of these
notices are very important from the angle of the
Balance of Payments statisticss Gencrally, chesc
notices arc not received in time and in mnony cascs,
they are completed in an irregular manncr. It has not
been possible to rcgularise this systcem despite

long-drawn correspondence with the regional Customs
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authoritics. The problem in rcgard to the short-
shipment cascs would be solved if the Customs autho-
ritics adopt the procedurc of rccording suitable
certification on the duplicate and triplicate copics

in the space provided for this purposc. Once the
Customs authorities agrcc to introduce this procedure,
a 'Notice to Exporters! may be issued advising the
cxporters to present the duplicate and triplicate
copics of the GR/EP Forms to the Appraising Officors

in the Customs Offices at the point of shipment for

the requisite certification regarding short-shipments,
if anys As such certification by the Customs
authoritics will exonerate the concerned exporters from
thelr obligations to the Rescrve Bank to the extont of
the snort-shipments, they will comply with this require-
ment rcadily. Oncc thils procedurce is firmly introduced,
the Rescrve Bank may formally advise the Customs
authoriti:s to discontinue transmission of the short-
shipment adyiccse The requisite data regarding short-
snipmernt s may be coded straightway in the code shects
for the duplicate forms with refcrence to the certifi-
cates given by the Customs and the present practice of

having senaratc code sheets in this regard discontinued
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altogether. The Central Exchange control pepartment
has alrcady rcquestced the Ministry of Finance to
arrange for the issuc of suitablc imstructions to the
Customs authoritics for introduction of the system

of above certification on both the duplicate and
triplicatc sR/EP Forms. In order to orcrcome the
difficulties arising out of irrcgular flow of shut-
out notices or defecctive shut-out notices, Officcs
arc, at prescnt, calling for unutilised shipping
bills and unutiliscd duplicatc/triplicate forms to
establish that thc shipment s have not actually been
made, and coding the recquisite data on the basis of
these documents. As GR/EP Forms do not contain

any provision for rccording certification in regard to
shut-out cascs, the present practice may continue, but
the exporters may be advised through the proposed
'Notice to Exporters! to submit thcse documents

expeditiouslye
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4,20 There is another areca where some rationalisa-

tion is considered feasible. At prescnt, GR/EP Forms

bear
Uni-Numbering o<
GR/EP Forms three
numbers

as under :

(1) Printed Number - This is initially
allotted by the Reserve Bank with
different prefixes (c.g., BY, CA,

MA, ctc.) in order to indicate the
office of issuc and the serial number;

(2) Security Number - This is stamped by
tnc Customs Offices in a running serics
to enable the Bank to verify that all
the forms passed by the Customs on a
particular day have in fact becn
rcccived;

(3) Check Number - This is given by the
Rescrve Bank in a serial order on a
monthly basis with a view to ensuring
that all the forms reccived from the
Customs (and Postal) authoritics have
been coded for being booked in the
Balance of Payments statistics.

As the exporters are now recquired to present initially
all the threc copies of GR/EP Forms to the Customs
authorities for the purposc of autl..ntication of the
real value, total invoice value, commission, discount,
overprice, ctc., the concerned Customs Offices affix

the security numbcr by machine on all the three copies
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of the forms and also on the original/duplicate copics
of the reclative shipping bills. The printed number
appcaring on the GR/EP Forms was so far the only
indicator for the purposc of matching the various
copics of the forms. Since all the orig 1al/duplicate/
triplicatce copies are presently being simultancously
allotted separate serial number by the Customs, two
different sets of common numbers for the threc

copies of the forms arc not necessary. The nunbc rs
which are affixed by the Customs authoritics may

very well serve the purpose. 1In order, however, to
identify the particular Customs Office which has passed
a particular GR/EP Form, it will be necessary for their
various QOffices to indicate diff.rent alphabetical
precfixes (cege, 'B!' for Bombay Customs, 'C' for Calcutta
Customs, etc.). In the event of such an arrangement,
the Reserve Bank will print only the alphabetical
prefix .BY, CA, ctc.) on the ¢?/EP Forms, without
indicating any distinguishing number, as at prescnt.
The Customs Offices will be required to atrfix their
running number (such numbers may run in six digits on
an annual basis from lst January to 3lst December) with

the requisite profix on the space to be left blank
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aftcr the printed prefix, They may also indicate the
particular year in which the forms have been approved
by them to facilitate quicker identification. For
example, the numbers to be allotted by the Bombay
Customs on lst January 1976 on the forms issued by

the various Offices of the Rescrve Bank will rcad as

undcr
BY B 000001/76
BY B 000002/76
CA B 000003/76
DH B 000004/76
ctc.

Under this system, thc Customs authorities will have
nractically no extra work excepting that each Customs
Office will be requircd to have two different scrics of
numbers for GR and EP Formse. On the other hand, the
present practicce of recording both the printcd numbe r
(given by the Reserve Bank) and the sccurity number
(allotted by the Customs) in the forwarding list may be
conveniently dispensed with by them and only oﬂe entry
showing the first and the last numbers allottcd by them
on a particular day will be quite sufficient. Since the

original GR/EP Forms to bc received from the Customs
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Offices will becar only :zne number (instecad of two) in a
serial order, there will be no necd for allotment of a
further check number by the Rescrve Bank before coding
the forms. Although the duplicate and triplicate
forms to be received from authoriscd dealers will not be
in a running scrics, it will be nussible for the Coding
Scction to ensure, with rcfercnce to the relative forwarde-
ing schedules, that all these forms have actually
becn coded.s In the cede sheets for the original,
duplicate and trinlicate copics of the cxnort forms,
both the check numbers and printed numbers arc now
required to be included in two diffcrent columnse
These two columns may be removed from the code sheets
relating to GR/EP Forms and in licu, only onc column
for rccording the composite nubcr provided in all
the code sheetse This practice will save a good
dcal of time and labour in relation to the coding
worke Thc procedurc of uni-numbering cannot, howcver,
be made applicable to PP Forms which stand on a
diffcrent footing hccause of the variations in the
pre-shipment proceduress In case the proposal for
introduction of the new numbering system in recgard to

GR/EP Furms is approved in principle, the Central Exchange
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Control Department may write suitably to the Ministry

of Finance to arrange for the issuc of nccessary
instructions to the regional Customs authoritics,

4,21 At present, all EP Forms covering cxports to
Afghanistan are being approved in advance by the Exnorts
Section and GR Fomms arc also recquired to be approved in
advance in certain circumstances like exports in
connecti:n with joint venturcs abroad, exports by
Caution Listed parties, otc. If the Reserve Bank dis-
continues the printing of scrial number, a separate
anproval numker and cdate will have to be recorded on
the forms which are appr.oved in advance by the Banke

In such cascs, only the number and date of approval will
be rccorded in the relative registers for the purpose

>f follow=-up action. Since the forms to be approved

by the Resexve Bank will alsd be routed through the
Custoris Offices as usual, no difficultics in regard to
the uni-numbering of GR/EP Forms should arise in thesc

casc¢s also.
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44,22 In vicw of the ohysical matching of the fomms
under the proposcd system, the liachine Secticon need not

prepare the
Qvorsceing
Follow-un control sheets

Action

incorporating
the details of the originals. In ordcdr to cnable
the Officcr-in-Charge to oversce the follow-up
action, the Machince Scction may, however, furnish
the fnllowing statements (in duplicatc) on a half-
ycarly basis :
(1) A list of all originals which are
outstanding for six months or morc
from the date of shipment - this
list should be drawn o>ffice-wise
and exporter=wise; and
(2) A list of all duplicatces which arc
outstanding for ong year or more
from the date of shipment - this list
should be drawn officcz-wisc, authorised
d.aler-wisc and cexporter-wisc,
4,23 In addition, cach Sub-scction should submit,
as a matter of routine, a statement on a fortnightly
basis to the Officer-in-Charge covering the follow-

ing data

(1) Receipts of Exnort forms:

(1) Originals -
(ii) Dupnlicatcs -

(iii) Triplicates -

Total
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(2) Examination of Export forms
(apolicablc to Triplicatc
GR/EP Fsrms and Duplicatc/
Triplicatc PP Forms):

To be examined

Examined
(i) Dunlicates -
(ii) Trinlicates -
(3) Matching of Export forms
Donc

(i) Duplicatecs
with Originals -

(ii) Trinlicates
with Original-~
Duplicatces -

(4) Reminders to be issucd
for non-receint of :

(1) Duplicatcs in
respect of which
Originals were
received before
2 months -

(ii) Triplicates in
respcect of which
Originals were
rececived before
8 months -

(5) Pcnding Export forms

(1) Originals for
3 months or
more for want
>f puplicates -
(ii) Original-
Duplicates fur
10 months or
morc for want
of Triplicates -

To be done
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(6) MNumber of pro-complete

' forms transferred to
the Central Records
Scctim -

(7) Number of lctters
received during the
- previous f.rtnight
and still outstand-
ing, showing reasons
thercfor -

4424 It is cvident that under the proposed system,
cach Sub=-sectisn will be required to carry out the
follow=-up work
Formation of

Sub=-s5cctions in a very
1n Bombay Otfice

systcematic

and intensive manncr. Having reqgard to the

magnitude of the work, the Study Team considers that
the Sub-scctions should be so formed that cach unit is
rcquired to handle 60 to 70 original GR Forms per day
and the conscquential follow-up work at the duplicate
and triplicatc steges. In casc the Sub=-scctions are
entrusted with more number of forms on a regular basis,
it will be difficult for them to discharge their dutics
efficicntly and effcctively. The number of Sub-sccti.uns
1, be formed in the various Offices will, thercefore,
depend on the inflow of GR Formse With regard to the

Bombay Office, the Study Tcam has kept a record of the



109

rcceipts of original GR Forms in an alphabetical order
for about two months. On the basis of the figurcs so
collected, it is rocommended that 12 Sub-sections may
initially be creatod in the Bombay Office for attending
t. the GR Forms only. The Sub-sections may be arranged
in the f-llowing manner :

Exporters arranged

Sub-scction alphabetically

1 A

2 B

3 C, D

4- E, F, G

5 H, I

6. J, K

7 L, M

8 N, O

9 P, Q, R
10 Sl
11 S2, T
12 Uy, V, W, X, Yy Z

With a view to distributing the work-~load amongst
the various Sub-scctions as equitably as possible,
Officcs should review the position once in every six

months and recgroup the cxporters, if neccssarye
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4,425 Apart frum the 12 Sub-scctions for the GR Form
cascs, the Bumbay Office will have 5 more Sub-sectiuns
for attcnding .to the residual items of work as

indicated beclow

Sub-section Naturc of pDutics

13 Exnorts covered by PP Forms

14 Exports covered by EP Forms
(exvorts to Afghanistan/
Pakistan)

15 Exnort of Films

le Deferrcd Payment Exports

17 Miscellancous (General

correspoendence, Allotment
of Code Number, GR Wailver
cascs, compilation of
consolidatud data,
Prcnaration and amendment
of tie Caution List,
Stcorage of pro-complete
export forms and sther
sundry itcms)e

The recommendations of the gtudy Tea% in rcgard to the
staffing of the¢ Sub-sections in the GR Form Group and
also of the other units have becn given scparately in
Chapter XII in tho coursc of general review of the
staff position of the Department.

4426 It is recommended that the new scheme of

wcrk in the Exports Scecticn may be introduced at

the carlicst opportunity, »nrceferably with effect
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from lst January 1976. Whilc implementing this
programme, it has t> be cnsurea that the GR Forms
reclating to the pre-1976 perivad are not mixed up with
the furms tu be nrocessed under the new procedure.
4,27 We, therefore, recommend that -
(1) GR Form procedure may be conducted
by manual method as a temporary
cxpedient;

(2) Handling of export forms in the
Department may be deccntralised;

(3) Examinati-n of dunlicate gR Forms
may be dispensed withg

(4) Uni-numbering of GR/EP Forms may
be introcduced; and

(5) Receipt of Short-Shipment/Shut-
Out Notices 1in the Dewartment
may bo discontinued.
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LEDGER - GR Forms
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CHAPTER V

REVIEW OF POLICIES AND PROCEDURES
IN SELECTED AREAS

5.1 The policies and procedures in regard to the

administration of Exchange Control are under

Introduction constant review

and changes are
effected, where necessary, in the light of the
developments., The Study Team has gone into the
policies and procedures in certain selected
areas and makes recommendations for some
modifications in the following vparagraphs.
5.2 Until August 1974, Staff Officers had
considerahble powers, practically without any

monetary limit,
Permit Procedure

to aporove cases
which were clearly covered by a sanction of the
Ministry of Finance (Department of Economic Affairs),
Exchange Control copy of a valid import licence,
or by the authority delegated to the Regional
Offices, provided no discretion had to be
exercised. In cases so anproved by Staff Officers
by virtue of the powers vested in them or by

Officers at a higher level, exchange could be
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released for any amount by issue of letters or permits
on ordinary paper or by according approval on' the
reverse of prescribed Exchange Control forms (e.g.A,A/7)
by any Staff Officer of the Department. As some cases
of alleged fraud came to the notice of the Department,
this procedure was, amongst other preventive measures,
tightened with a view to providing adequate safe-
guards in the system, The salient features of the
new permit procedure are as under :

(1) Value-limits have been prescribed for the

purpose of release of exchange by Officers
at different levels, as under :

(ii)

(1i1)

Categories of
Officers

Assistant Exchange
Control Officers
and Staff Officers

Exchange Control
Officers

Assistant
Controllers

Limits for dealing
with remittance
applications

Upto R. 2,500/-

Upto Rs.25,000/-

Upto Bs.1 lakh where
the Office is under
the charge of a
Deputy Controller
and upto Fs.20 lakhs
wherc the Office is
under the charge

of an Assistant
Controller.
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(iv) Deputy Upto Rs.50 lakhs
Controllers (Deputy Controllers

in Central Office may
deal finally with
all cascs irrespective
of the amount
provided the
regulations are
complied with).

NOTE: Although Calcutta Regional Office has
since been placed under thc charge of
a Jnint Controller, no sevnarate value-
limits have been prescribed. The
Joint/Deputy Controllers in charge of
the Regional Offices have, however,
been empowered to deal finally with
all applications, which are covered
by the sanction of the anpropriate
authority of the Government of India,
without any monetary limit(e.q.
remittances towards rcpayment of
principal of and intercst on foreign
currency loans obtained by companics/
firms from international financial
institutions, provided the loan
agreement has been approved by
Government of India).

(2) All ap rovals/permits authorising release

of excﬁange or transfer of rupees to non-
resident bank accounts for amounts in excess
of M.2,500/- should be signed by two officials
of the Department. The countersigning
official should be either an Exchange Control
Officer or an Officer of a higher rank.
The 1limits for countersigning permits are
as under :

Categorics of Limits for counter-
Officers signature of permits
(i) Exchange Contrsl Permits/approvels not
Officers exceeding Rs.2 lakhs
(ii) Assistant/Deputy Permits/approvals

Controllers above B.2 lakhs.
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Only those Officers who arc required to deal
with applications involving reclease of exchange
will have thc sanctioning/countersigning powers.
Officcrs engaged in the verification of R
returns or attached to Coding, Enquiries, etc.
Sections will not be given thcse powers,

The specimen signatures of the designated
Exchange Control Officers and Officers of the
higher rank, who arc cmpowered to countersign
exchange permits, are circulated by the
Regional Offices to all authorised dealers

in their respective area.

All exchange permits are required to be issued
only on special water-marked security paper

and no approval will be recorded on the
prescribed Exchange Control form (e.g.Form A/A7)
or conveycd through lctters. The permit forms
are in the form of books with machine-numbered
pages and bear an emblem of the Reserve Bank.
Permits in all cases should be typcd in pin
point typewriters.

The concerned Deputy/Assistant Controller is
required to conduct daily check of 100 per cent
uf the permits/anprovals excecding the value

of ®.l lakh and 5 per cent of the remaining

_permits/anprovals in order to verify that the

permits/anprovals have becn given correctly.

Authorised dealers have been advised that

they should not effect any remittances in
foreign exchange or make rumee transfers to
non-rc¢sident bank accounts against permits
issued by the Reserve Bank for value of
Rs«50,000/- and above unless nayment is
rcceived from the remitter by debit to his
account with the concerned authorised dealer
or, where he is not their own customer, by
mcans of a crossed chequc drawn on his bankcers.

All applications (cxcepting applications for
rclecase of ¢xchange for travel or for higher
studics/training) sceking remittance in
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foreign exchange should necessarily be
routed through an authorised dealer and
should bear the stamp@andsignature of the
concerned authorised dealer. The decision
taken on such anplications and the
relative permit (where the application is
approved) are communicated/delivered only
to the concerned authorised dealer and not
to the applicant. 1In exceptional cases,
the permit may be delivered to the
applicant only on production of a letter
of authority from the authorised dealer.

7
D Lol

Permits on security paper authorising
miscellaneous or recurring remittances

in foreign currency, or credits to non-
resident bank accounts, are issued only

in the names of authorised dealers through
whom the relative applications are received.
If the remittances are desired to be made
through another authorised dealer, the
Reserve Bank's specific approval has to be
obtained,

Exchange under travel permits may be
purchased by the traveller (or the firm/
company in whose favour they are issued)
only from a branch of an authorised dealer
working within the jurisdiction of the
particular Office of the Reserve Bank which
has issued the permits. In case of urgency,
exchange may be purchased from authorised
dealers operating in other areas only
after the signature of the concerned
countersigning official is verified by the
Office of the Reserve Bank in whose
jurisdiction the exchange is desired to be
purchased.

The revalidation of permits has to be
authorised by Officers at the same lecvel
at which the authority for the sanction
of exchange in any particular case vests
and such revalidated permits are also
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required to be countersigned by an
appropriate Officer.

5.3 The new procedure has 'indoubtedly distinct merits
from the security angle, but it has, at the same time,
thrown an enormous administrative burden 'n the staff
and created some bottlenecks at certain imoortant
stages (e.g. typing, countersigéing of permits, etc.),
resulting in delay in disposal of applications. Most
of the applicationé are required to be seen at

higher levels at tWo stages - once at the time of
approving the remittance and agai; at the time of
countersigning the permits. It takes normally seven
to ten days in some Sections in the Bombay Regional
Office té issue permits after the decisions have been
taken by the appropriate authority. 1In order to
remove the bottlenecks without affecting the basic
safeguards, the Study Team has examined the new

proced.re and recommends some -wodifications, as under :

(1) The value-limits prescribed for disposal of
remittance applications may be rrrised as under :

Designation of Revised limits for dealing
Officers with remittence an~»nlisnation
(i) Assistant Exchange Upto Rs.25,000/-

Control Officers and
Staff Officers

(ii) Exchange Control Officers Upto k. 1 lakh.
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(iii) Assistant Upto Bs.D lakhs

(2)

Conitrollers (Rs.20 1lakhs where
Office is under
the charge of an
Assistant Controller).

Depth Controllers Upts %.50 lakhs
Joint Controllers Without limit

(At present, there  except where
is Joint Controller applications are

at Calcutta and required to be
the Study Team has ~ referred to
pronosed for Central Office.

sanction of a
post of Joint
Controller for
the Bombay
Regional Office)

Notwithstanding the general framewsrk »f

the above limits, it is considered that value-
limits may be removed in respect of Exchange
Control Officers for certain specified
purnoses, as indicated below :

Applicati~ns for release of exchange for
higher studies abroad (sincc¢ the policy
in this regard is clear and no discretion
is involved);

Remittances which are clearly covered by
the sanction 5f thc aopropriate Government
Departments (e.g. narticipation in
exhibitions/fairs abroad, Government
officials proceeding abroad, participation
in film festivals, etc.); and

(iii)Remittances towards payment of instalments

of, and interest on, foreign currency loans
in cases where -~

(a) the relative loan anplications have
been initially approved at the
appropriatec senior level;



119

(b) the schecdules in respcct of the
instalmcnts for repeyment of principal
and intercst have been determined
firmly beforc approval of the loan
pronnsal; and

(c) bank guarantees have been furnished
in favour of the overseas lending
organisations regarding these payments.

At present, the Rcgional Offices are
circulating to authorised dealers in their
rcspective areag, the specimen signatures of
officials authorised to cuuntersign the
permits so that they can verify the
signatures before effecting remittances
zg2inst pcrmits of value exceeding K.2,500/-.
Specimen sianaturcs of Staff Officers are
not circul-sted. This means that authorised
dcalers are not required to verify the
sicnatures of Officers wherc the valuc of a
single permit is R5.2,500/- or less. This is
an anomalous position. It is, therefore,
suggested that the specimen signatures of
Staff Officers, who are empowered to approve
the remittances and sign the¢ permits, may

be circulated to authorised dealers,
Authorised dealers may be instructed that they
shruld verify the signatures of officials
avthorising remittances, irrespective of
the amounts involved.

Once the signatures of all signing officials
(and not merely of the countersigning
officials) are circulated to authorised
dealcrs, it will be possible to discontinue
the system of counter-signature of permits.
So long as the decisions for rclease of
exchange are taken at the appropriate

level, the pcrmits are issued on the special
water-marked security paper having Bank's
emblem (duly typed on pin point typewritcrs)
under the signature of an official whose
specimen signaturc is recorded with authorised
dealers, a special audit o»f the permits is
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conduct:d on 2 day-to-day basis by an
Officer at thc controlling level (Deputy

or Ascistant Controller) and still another
audit is made on reccipt of R returns from
authorised dealers, there is no risk
involved in abolishing the procedure for
countersignature. It may be pertinent to
add that import licences are issued on
seccurity paper and signed by one official
only, irrespective of the values involved.

It has bcen assessed, on a rough basis,
that the amount of exchange relcased in
about 12 per cent cases by the Bombay
Office does not excecd £.15/- or its
equivalent. Since the new procedure

for issuc of permits even for such small
amounts on sccurity paper entails unnecessary
cost and labour and also causes some
inconvenience to the apnlicants duc to
delay, the Study Team has examined whether
the previous practice of according approval
on prescribed Exchange Control form(A/A7)
may be restorcd to a limited extent.
Authorised decalers have powers to effect
remittances for certain purposes, without
prior approval of the Bank, upto snecified
linits (e.g. U.S.$ 100/- towards member-
ship fees by individuals, £.15/- for
correspondence courses or admission fees,
£.12/ - for examination fees, etc.).

Having regard to these limits and assuming
that the signatures of the concerned Staff
Officers will be circulated to authorisecd
dealers, the Study Team recommends that the
issue of exchange pcrmits on security

papar may be dispensed with for release

of exchange upto £.15/- or its equivalent
and approvals for such amounts may be

giver. by the Department on Form A/A7,
irrespective of the purpose, under the
signature of only cne designated Staff
Officer. Authorised dealecrs will be advised
to be particularly carcful about
verification of signatures of the issuing
officials in such cascs.
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5.4 Applicants are oftentimes required to produce
bank certificatcs showing the rcalisation of export
proceeds, receipt

Verification of
Bank Certificates of remittances from

abroad or encashment
of foreign currency, in support of their applications
for various facilities/benefits/entitlements under the
Exchange Control Regulations. Authorised dealers
have been instructed to issue such certificates on
forms printed on sccurity paper (similar to
checques and draft forms) in the prescribed proforma.
The certificates should be signcd or countersigned
by an official of the issuing bank whose specimen
signature is on rccord with the Banking Department
of the Reserve Bank in whosc jurisdiction the
issuing branch is situated. Rcfore acting on the
bank certificates, the Regional Offices are required
to get the signature of‘the signing/countersigning
officials verified by the Banking Department under
the stamp and signature of a Staff Officer. (The
certificates issued by the banks functioning within
the jurisdiction of Cochin Office are sent to the

Dcposit Accounts Denartment of Madras Cffice for
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verification). It has, however, been clarified
that the Regional Offices may accept bank certificates
on plain paper where such certificates are issued
to show the realisation of export proceeds and arc
submitted in support of applications for recleasc
of exchange for travel abroad on export promotion
arounds, or for issuec of blanket permits,

nrovided the certificates have been issued on the
particular authorised deale¢r's letter~-head and
signed by an official of the issuing bank whose
specimen signature is on record with the local
Banking Denartment,

5.5 This procedure has contributed to certain
administrative problems and considerable time is
taken to comply with this requirement. In Bombay,
the Travel Section is housed in Mercantile Bank
Building and the Deposit Accounts Department is
housed in the Main Building of the Bank. It is
uncderstood that in the abscnce of any special
efforts, about thrze weeks' time is used up in the
process of referring such bank certificates to
Deposit Accounts Deoartment and receiving them

back after verification of the signature,
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Obviously, this is a scrious constraint. The problem of
Cochin Office is still worse inasmuch as the bank
certificates travel to and from Madras (mostly

under registered post).

5.6 Th¢ Study Tcam has considered the procedure

and feels that verification of signatures on the

bank certificat:s should be donc in the Devartment
itsclf, For this purposc, authorised dealers may

ne askxed to sunaly to the Department a list of

spccimen signatures of all officials who are

authorised t> sign the bank certificates., The specimen
signatures of the concerned officials should be
countcrsigned by an official whose signature is

on record with the local BankingDepartment. Once

this signaturc is got verified by the Banking
Department, the list may be kept in the Exchange
Control Department in the »nersonal custody of the
Assistant Controller (Travel). According to the
recvised procedure, Rcgional Offices will be required

to scnd the spcecimen signaturcs to the Banking
Dcpartment for verification only when the list is first
rcceived. As and when any fresh signature is received,

it should similarly be got verificd by Deposit Accounts
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When any cancellation advice is received, the
signature of the official, who has signed the letter,
should be got verified by the Denosit Accounts
Department before taking any action. The actual
verifi€ation of signatures on the Bank certificates
may be carried out by a Staff Officer of the
Exnorts General Section. The Assistant Controller
(Travel) will be responsible only for the safe
custody of specimen signatures. It should be

made clear that un<cr no circumstances, any Officer
of the Travcl Section should undertake verification
of the signatures. It may be worthwhile to
remembcr thet in the Public Accounts and Deposit
Accounts Departments wherc cheques/drafts of

even very high value are passcd, *he specimen
signatures of thc issuing officials are recorded
only in the concerncd Department and verification
of such signatures appe¢aring on the cheques/

drafts is dom& by the concerncd passing official
himself. The procedurc now sugcested for the
Exchange Control Department will, thercfore,

continuc to be more rigid, as compared to the
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proccdurc o2htaining in the Bankinc Department,

5.7 According‘to an ¢xisting procedure, firms/
comnanies can arrange with all their bankers to file
bank certificates in the prescribed form with the
Rescrve Bank regularly in the months of January

and July to facilitate quicker disposal of their
applications for release of exchange for foreign
travel for export promotion or for the issue of
Blanket Permits. Once such certificates are filed,
the applicant firms or companries need not submit
such certificatce with individual applications.

It would be enough if the applicants only citc the
number and datc of their letter with which their
latest half-ycarly certificates hiave been filed,
5.8 The Study Team has obscrved that this pro-
cedure has not sufficiently been ponularised by the
Department. Even in cases wherc firms/companies have
given reference to the letter forwarding the half-
vyearly certificatcs, the Section concerned has not
often been able to trace the reference. Steps
should be take¢n to write individually to all the
firms/companie¢s engaged in the¢ export trade,

impressing upon them the need for, and benefit of,
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filing such half-ycarly bank certificates on a
rcgular basis. Simultaneously, the procedure

in regard to storage of half-ycarly certificates
should bc streamlined. All the half-ycarly
certificates should b¢ properly filed (company-wise
and “ate-wise), after the signatures thereon have
been duly certified by the designated Staff Officer.
The files containing thc half-yearly ccrtificates
should be kept in the custody of the Assistant
Controller (Travel).

5.9 Exchange is released for foreign travel at
differcnt scales to different categories of
travellers, depending upon the purpose and duration

of visit. The scales
Scalesof Exchange

for business travel
werc enhanced thrice during the past four years
duc to continuous increase in the cost of living
abroad. On the same basis, the scales of exchange
for persons going abroad for participating in
confcrences or un<ertaking study tours/short-
term snecialised training were also increased.
(Ir most of these cases, the scales for business are

anplied). Similarly, thc scales for release of
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exchange for higher stulics/long-term training have
been revised twice “uring this period. ‘While scales
of exchange for certain catcgories (e.qg. businessmen,
studcnts) have been enhanced, scales admissible to
several other categorics have not, however, been
revised, as indicated below :

(1) Travellers nroceceding abroad on 'P' Form on
the basis of invitation from foreign
Governments or for attcnding conferences/
seminars on the basis of invitations from

ovirseas institutions

/[Government have since sent proposals
to the Bank in this rcgard for comments/

{2) Pcrsons proceeding abroad for medical treat-
ment and their attentlants;

(3) Officials of companies, banks, ctc. posted
for duty in ovcrseas offices/branches;

(4) Newspaper correspondcnts posted abroad;
(5) Persons proceeding abroad for employment;
(6) Foreign-born wives of In'ian nationals; and

/The Denartment has since taken up a
-stucly for this catcegory separatell7

(7) Pcrsons nrocceding abroad for specialised
training for longcr pcriods.

/The Department has alrcady sent proposals
to Government/

5.10 According to the existing practice, the

scales of exchange arc generally revicwed only on
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receipt of represcntatisns from the Export Promotion
Councils, Federation of Indian Chamber of Commerce,
Educational Institutions or Indian Missions abroad
and suggcstions are put up to Government for apnroval.
As scales of exchange reflect directly the trend of
the cost of living in forcign countries, the bencfit
of upward revision should be extended proportionately
to all categoriecs of »ncrsons proceeding abroad and
not nccessarily to a few selected categorics.

This discrimin~tory approa~ch often causes complaints
from the public. It would be advantageous to evolve
a system whereby the Denartment conducts periodical
studies to sec if thec scale of exchange need ahy
revision., For the purnose, arrangements may be made
with Indian Micsions in selected countries to obtain
a schedule of t-riff quoted by different classes of
leading hotels in the rcspective countries and other
relevant material to assess the extent of rise in
the cost of living abroad. On the basis of the
information received from the Missions, a general
review of the scales may be undertaken. This will
avoi. taking ad hoc dccisions in respcct of any

narticul~r catcgory or catcgorics of travellers.
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It is, therefore, suggested that a comnrehcnsive
review in rcesmect of all catcgories of travellers

(shcrt-term or long-term) may now be undertaken to
avoid any piecemeal decisions,

5.11 Until the devaluation of Indian Rupee in 1966,
exchange permits issucd to travellers were exprcssed
in rupces in all cases ancd authoriser dealers used to
sell foreign exchange against the allotments so made.
Since travellers started getting lcss foreign exchange
consequent on the devaluation of Rupee, it was decided
tu express the exchange permits in U.S. Dollar/Pound
Sterling which were fairly stable at that time. Since
then, the exchange permits for travellers continue to
be expressed in U.S, Dollars or Pound Sterling.(In the
case of Bilateral Account Countries, nermits- are
issucd in Rupces and a part amount is allowed to be
drawn in convertible currcncy). Authorised dealers
have, however, bcen adviscrd to issuc travellers cheques,
ctc. in Sterling, U.S. Dollar or in any other con-.
vertible currency, as may be desired by the concerncd
traveller, irrcspcctive of the currency in which the
amount is exnressed on the exchange permit and thec

country of visit spccified on the permit excent where

4
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the pcrmit has heen issued in connection with a
visit to a Bilatcral Account country. In respect
of long-term visits, therc is, however, no
uniformity, Exchange is released to students

in U.S. Dollar or Pound Sterling, whereas permits
issucd in connection with the posting of newspaper
correspon-‘ents are expressed in Indian Rupces.
Wherever nowers have been elegated to

authorised dealers to effect remittances, without
prior approval of the Reserve Bank, the limits
have gencrally been expressed in Pound Sterling
(lately in U,S. Dollar in ccrtain cases). But
the limit upto whicn recurring remittances by
foreign nationzls may be allowed by authorised
dealers has bcen indicatcd in Rupees. Similarly,
the Regional Offices are cmpowered to approve
remittances in certain cases upto specified
limits eithcr in Rupecs or in foreign currencies,
As exnression of these limits in differcnt
currencies for “ifferent purnoscs causes confusion
an¢ neither U,S. Dollar, nor ?Poun: Sterling, is
nov =s stablc as it used t> be, 1t is suggcsted

that sceles of exchange for all purnoscs may be
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uniformly c¢xpressed in Indian Rupees. In fact, the

earlicr objuctive of ponularising Indian Rupec in the

internati~snal market will bhe better served if this

system 1is adonted.

5.12 The Regional Offices have powers to apnrove

aphlications from imnorters in Incdia for payment of
commission to

Buying Commission
on Imnhorts their over-

scas agents
subject to the condition that the rate of commission
does not exceed 24 pcr cent of the f.o.b. value of
imports and the amount so naid is marked off on the
Exchange Control copy of the relative import licence.
Offices also grant generél nermission to large
importers for remittance of commission to their
overseas buying agcents on a regular basis subject
to the same conditions.
5.13 The concept =f payment of buying commission
came up at a time when there were acute scarcity
conilitions and purchascrs had to run after the
supplicrs. The pattern of world trade has undergone
drastic changes in the recent years. The real problem

to--ay is 'how to sell' and not 'how to buy'. Normally,
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all inccntives are offcred by the sellers to induce
the buyers to 1ift thcir products. Even the market
inform~tion system has beccomc more sophisticated and
fast-moving, It is not difficult ceven for the common
buyers from thc¢ international market t» have first-
han~ information about the competitive cost, sources
of supnly and the quality of imnortable merchandise,
In the context 2>f these devclqpmcnts, services of
any agent for nurchese of goolls in any overseas
market is not now gencrally necessary. In fact,
very few individual buycrs take the assistance of
acents now-a-cays. /Aonlications for annroval of
buyina agency arranqgemcents arec mostly rcceived

from large comnanics who have inter-connected
concerns abroatt. The narticulars of a few such

cases arc given bclow :

Indian Companics Overseas Agents
(1) Birla Bros.Pvt.Ltd.. (i) Birla A.G.,Zurich
fand.othcr concerns (ii) East India Produce
in Birla Group) Co.Ltd., London.
(2) Tata Sons Pvt.Ltd. (i) Tata Inc., U.S.A.
(and othicr conccrns
in Tata Group) (ii) Tata Sons Lt- ., U.K.
(3) rhmedabad Mfg. & (i) Bakhubhai & Ambalal
Calico Printing Co. Lt<., Lon-don
Ltd. (and other . (ii) Sarabhai Agencics,
comnranics of Sarabhai New York

Groun)
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These lecading inustrial groups utilisc the existing
facility for payment of buying commission to their
overscas subsidiarics 5r asscciatces.
5.14 Having regard tc the changed pcrspective and
the necd for conserving the nrecious exchange, the
Study Tecam recommends that thc existing provision
for payment of buying commission on imports may be
revoked,
5.15 According to the existing nrocedurc,
applications reccived from firms/comnanies for
establishment of

Oneninz of
Otficcs Abroad offices abroad

are required to
be forwarded to Central Office together with
particulars regarding the mcans and standing of the
amlicants (as may bc certificd by the bankers),
nature an< volume of their business anc reasons for
cstablishment of an nverseas officc. In the abscnce
of suitablc guidclines to the Regional Offices, all
adplications received in this regard are forwarced
to Central Officc ac a mattcr of_routine. With
a view to avoirding infructuous refercnces to Central

Office, it is suggestcd that the factors which are
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gener-lly taken into account while considering such
a:alicatinns may be circulated to the Regional
Offices. The broad guidelines followed at nresent
for anproval of such ajlications are¢ as under :

(1) The main objective of the pronosed
overseas office should be nromotion
of exnorts:

(2) The aslicant firm/com»any must have
had substantial exnorts to their
credit - .25 lakhs in the case of
non-traditional items and B.50 lakhs
in the c~se of traditiconal items.
(It is understood that mronosal for
raisisg the minimum limits are now
under consideration of Government.
Changes, if any, in this regard. may
be notified ts the Offices)y =

(3) The adplicant firm/comjahy should
bt of gond means and standing and
should be¢ well-organised;

(4) The aonlicant firm/comnany should
have the »notential to increase
their exoorts:

(5) The amount of foreign exchange that
has been ssent annually by thc
conccrned firm/comnany during the
nast two/three years on travel
abroad and on payvment of commission
on exports to agents in the territories
which the propusea of“1inz is desired
to scrve should he comnarable with
the annual estimatced expenditure of
the pronosed office; and

(6) The concerned avnlicant/firm should
not be in the adverse notice of the
Foreign Exchange Enforcement Directorate
and its cx»ort outstandings should mt
normally be unrcasonably high (say,
n>t exceeding 10 »ner cent of its
annual ex»norts).
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5.16 While advising thc guidelines, the Regional

Offices may also be instructed that applications should

be scrutinised initially at their end in the light of

these quidelines. If any firm/comnany does not fulfil

the prescribed export requirements or show any promise

of fresh exnorts, its application may be straightway

rejectcd without reference to Central Office.

5.17 In terms of Section 32 of the Foreign

Exchange Regulation'Act, 1973, licences are issued to

airline/shipping

Licences to Airlines/

Shipning Com»anies companies and
and Travel Agents

travel agents for
carrying on the busiisess of booking passages for
foreign travel. The work relating to issue of
licences to airline/ shinsing companies and travel
agents and rcnewal therecf is centralised at the
Central Office.
5.18 Originally, the licences to airline/shinning
comdranics and travel agents were being granted for a
ncriod of three years at a time, With the nassing
of the new Act, it was decided to restrict the
validity period of such licences to six months in

the case of travel agints and one year in the case
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of airline/shioniny com»nanies, nending framing of
guidelines in regard to the issue of licences in these
cases. Consequent on the renresentation made by

the Travel Agents' fissociation of India that the six
months' validity period of licenccs had been creating
difficultics to their members, a decision was taken
to issue/renew licences to travel agents also for a
period of onc year.

5.19 There are about 93 travel agents and 40 air-
line/shioning companies to whom the Bank has granted
licences., Since the validity period of the licences
is one year in all these cases, 133 apnlications are
received every year in Central Office for renewal of
licences, In addition, anwnlications are rececived from
the new entrants also. If the licencis are

renewed for longer periods, the burden of licensing
work in this regérd will be rcduced. The Reserﬁe
Bank can, at any time, revoke thc licence granted

to any airline/shipping comoany'or travel agent, if
the particular licensee has not complied with the
conditions of the licence or has contravenéé any of
the provisions of the Act. The new Act emnowers

the Fescrve Bank to insoict the bhooks of accounts
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and other documents of airline/shiooing companies and
travel agcnts. With the introcduction of the system
of rcgular inspection and closer scrutiny of the
periodical statements of bookings rcceived from such
airline/shipping companics and travel agents, it
will be possible to have an effective check on their
activitics. The Study Tcam, therefore, fcels that
therc will be no narticular risk if the licences are
issued/rcnewed in favour of airline/shinning companies
and travel agents for three years at 2 time., In the
case of airline companie¢s, it may also be considercd
whether licences can be issued for perisds upto which
the concernced airline has becn pcrmittdd by the
Dircctor-General of Civil Aviatinn to oncrate their
serviccs to/through India. Generally such onerating
pcrmits arc issucd for an unspceified period,

5.20 Adrline/shinping companics and travel agents
have been pcrmitted to make their own arrangements

for nprinting
Circulation of

Specimcn Signatures of '"P' Forms,
ot Otficials authoriscd
to siqgn 'P' Forms nrovided the

form conforms
to the specimen nrescribed by the Rescrve Bank.

fnnrovals on 'P' Forms are rccordeéd by thce Department
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on the form itself under the signaturc of a Staff
Officer. The specimen signatures of Staff Officers,
who sign the 'P' Forms, are not, however,
circulated to the airline/shinping companies and
travel agents. This procedurc leaves scope for abuse,
In fact, there have been cases wherc bookings for
foreign travel have been made against forged 'P' Forms.
5.21 In order to »lug the loonholes in the nro-
cedure, the Study Team recommends that the specimen
signatures of Staff Officers, who havce been authorised
to sign 'P' Forms, may be circulatcd to all airline/
shipping companies and travel agents. They may be
instructed that at the time of booking the nassage,
they should satisfy themselves that the 'P' Form
has been signed by an Officer whose snecimen signaturé’
is on record with them.
5.22 The Reserve Bank has granted gere ral permission
to airline/shinning comnanies and travel agents to
book nassages of
Booking of Passages

against Exchange travellers, without
Permits

the Bank's anproval
on Form 'P', where the travellcr conccrned has been
arantcd a foreign exchange permit. In the absence of

any instructions to the airline/shipning com»hanics
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and travel agents, no endorsement is made on the exchange
permits recarding issuc of tickets. This may lcad to
undesirable practices., There.were cases wherc the
nermit-holders managed to book their passagcs morc

than once against the same exchange permit. Apart

from the risk'of misuse, the present system creatcs

an administraﬁive difficulty. The Section dealing

with remittances of surnlus passage collections. by
foreign carriers is required to verify the particulars
of exchange permits, cited in the monthly statcments,
with reference to the reccords of the concerned issuing
Sections. Oftentimes, the permit rcgisters cannot be
readily spared by these Sections. In fact, this
verification is nnt practically done in the Bombay Office
du¢ to non-availability of the relative registers,

Where the permits pertain to other Offices, letters are
‘written for obtaining their confirmation. Some time
and labour are also wasted in the process.,

5.23 In order to obviate the difficultics faced in
the Regional Offices in verifying the deta.ls of
exchange permits against which passageélhave been booked
by the airline/shipping companies and to nrevint the
possible misuse, the Study Team rccommends that exchange

permits may be issued in duplicate, the first copy being
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typed on sccurity waper and marked "For Drawing Exchange"
ant thé secon' comy being tysed on ordinary paper and
marked "For-3ucking Passage”  This proccdurc will be
broaZly on thc lircs of immort licences which are
issued in cdunlicatc for Cuctoms and Exchange Control
purnoscs, Alrline/shipnin: comdanies and tr-vel
agenis may be advised to book passagcs of intending
travellers agrinst exchante permits (except Blanket
Exchange Permits) »nly on nroduction of the copy
marked "For Booking Passage" aftcr satisfying theme
selves that the permit has boecn signed by an Officer
whose specimen signaturc is on their record. For
this purposec,itwill also be necessary to circulatc

the specimen signaturcs of those Staff Officers, who
are authorised to sicn exchange permits, to airline/
shipping comparies ~nd travel ~gents. Co»nics of these
nermits should be forwarded to the Reserve Bank by
airline/shinning comnanics ~long with the monthly
statements (where tickots are issued by any travel
agent, thc »ermit may be sent by the agent to the
concerncd comnany for onward transmissiosn to the
Bank). The wroccdure of issuing nermits in

duplicate need not, howcvcer, be introduced in
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rcspcect »f Blankct Exchange Pormits. s such permits
ar¢ granted only to large exporters, the possibility
of double hooking in thcse cases mey bhe discounted.
5.24 The Stucy Tcam is awarc that the question of
iszuiny passacc nermits alone with exchance nermits
was c¢xamined in the Denartment earlicr. Although this
nroncsal coulrl not be anpnroved, it may be examined once
arsain, at least from the angle of scrutiny of the
nassnage statomonts.
3.25 Airline,/shinninc companies and travel acents
the Reserve Sank monthly statemcnts of
passages bosked

Statcments of
Passagcs Booked under the authority

granted to them
anc on the hasis >f 'P' Forms 29proved by the Reserve
Bank. Thcisc statements run into several »naqes,
particulerly in the case of large airline comnanies,
The staff of the Denartment checking the statements
cxpcrience considerable difficulties in handling these
voluminous statements in the absence of any systematic
arrangements of the data.
5.26 In order to facilitate this scrutiny, airline/

shipning companics and travel agents may be advised to
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bifurcate the passagc statements into two grouns as

under :
Group I - Passajes booked under the
authority delegated by the
Reserve Bank; and
Group II - Passaces booked against ‘P!

Forms aporoved/exchange

nermits issued by the

Reserve Bank.
While bookings renorted under both the Groups will be
subjected to 100 pcr cent check by Staff Officers
/checking by the clerical staff may be eliminated
altojether in order to expedite the processing7,
the concerned Exchange Control Officer will cxercise
25 per cent check in regard to the bookings
rcoorted under Group I and 10 per cent in resnect
of cases reported under Groun II,
5.27 The Department has recently issued instructions
to authorised dealers to submit senarate schedules
alonc with R returns in resnect of (a) remittances
effected uniler specific approval of the Reserve Bank
of India and (b) remittances effccted under the
authority cdelegated to them. The pronosed amendment
in regard to the statements of passages will be on

the same lines,
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5.28 At present, exchange is released by the Regional
Offices to the Indian staff members of foreign-
controlled companies, denutes to their »Harent

. companies abroad

Training in Non-
technical Fields for training in

non-technical fields,
such as "Management", "Salcs Promation", "Marketing",
etc., provided they are likely to get some benefits
by the training for the purpose of occupying
important positions in -due course., Anplications
from Indian comnanics (which are not foreinn-
controlled) for permission to send their staff
for trainin® with their collaborators in non-
technical ficlds are considercd at Central Office.
It has, however, been clarified that no exchange
should ke relcased to the Indian business houses
for cdenuting their Executives for attending the
Management Develo»ment Courses abroad.
5.29 Provision for exchange facilitics for
training of the Indian staff of foreign-controlled
companics in non-technical ficlds was made at a
timeé when there were no organised facilities for

such studies in the country and imnortant positions
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in such organisations wcre usually hcld by foreigners.
In terms of the new nrovisions of the Foreign Exchange
Regulation Act, 1973, companics having non-resident
intcrest of more than 40 ner cent will be deemed to
be foreign-controlled. Under the current policy,

250 to 300 companics with non-resident particination
beyond 40 per cent arc likely to oncrate in India

for an indefinite period. It may not be desirable

tc extend exchange facilitics to the Indian staff )
of such companics alone, whilc denying the facilities
to .their counterparts in Indian comnanies. No doubt,
an argument may be adlluced in favour of the staff of
Inlian branches of foreign companies or hundred

ncr cent subsidiaries of foreign companies, stating
that exchange rcleased for the training of their
personnel will ultimatoly reduce their remittances

an account »f profits/dividends. But this argument
will not have much force since n» exchange

(cxcepting a small amount of £.75/-) is allowed

for the training of Indian Officers of foreign

banks an- only 'P' Form is allowed in such

cases if the concerncd traince-officers are paid

reasonable stipend in foreign exchange by the
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Head Office of thc concerned bank_without making any
a'justments with the snhonsoring Indian branches.
5.30 Having rcgard to these anomalics and the
availability of adequatc facilitics for studies/
training in non-technical ficlds within the country,
the Stucdy Tcam feels that the Bank should not grant
exchange to the Indian staff of foreign-controlled
cemoanics to go abroad for such training programmes.,
They may, however, e granted 'P' Form facilities
subjcct tou the same conditinns as are nrescribed in
the cas¢ of Indian officers of foreign banks,
5.31. In certain cascs, ncrsons resident in India
arc allowed to» retain thcir foreign currency accounts
subject, inter
Renatriation of interest/

dividend accrucd on alia, to the
forelgn currency accounts

condition that
dividend/intercst on their foreign currency shares/
securities/balancecs should be promptly repatriated

to India. Wherce, however, the aggregate amount so
credited docs not cxceed £.50/- in a year, it may be
repatriated to India once in a ycar. The facility to
ropatriate such small amounts once in a ycar is given

to the concerncd parties to avoid inconvenicnce anc
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cxnenditure by way of hank charges etc,
5.32 The linit of £.50/- was fixed some time in
1964 and there has been a general increase in the
rates o:i dividend or intcicst since then. The bank
charges have also gone upe The Study Tcam recomnends
that for the convenicnce of tune account-holders, this
limit may be raised to £.100/- or its equivalent pcr
Ye&aTe
5,33 Under the current policy, noneresidents of
Indian nationality ox origin are ncrmitted to invest
their funds in
Investments by non--

residents ot Indlan India in public/
nationality or origin

private limited
companies and/or in partnership/proprictorshin
concerns, proviced the investor.concernced gives an
undcrtaking that neithcr the capital nor the
dividends/profits acciruing thereon will be
repatriated from India.
5.34 As the undertaking binds only the investor
and not his successor/s, it 1s possible that on the
death of the original investor, his legal heirs may
apply for renatriation of such amounts on the plea

that the undertaking given to ihe Bank has remained
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abrogated on the death of the investor. 1In fact,
Bembay Office reccived one such casce and allowed
remittances, treating the funds invested in India as
a legacy. 1In oxder to avoid such contingencies in
future, it is suggestéd that the undertaking regarding
non—repatriatién of capital and income to be obtained
from the non-resident investor should be worded in such
a way as to bind his successors also, For the purpose,
a suitable form of undertaking may be devised in
consultation with Legal Department.
5.35 Apnlications reccived from industrial concerns
in India for obtaining foreign currency loans from
ICICI, IFC, ctc., are aporoved by the Regional Cfficcs.
In terms of the

Issue of Guarantecs
against ICICI Loans loan agrcement

betwcen the
borrowing company and the ICICI/IFC, the fommer is
required te furnisi a bank guarantce to the latter
in recspect of repayment of loan and payment of imtcreste.
Such casces are dealt with at two stages - once when
the application is reccived from the borrower for
approval of Heads of Agrcement and again when the

application is rcceived from his bankers for approval
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rcgarding the issue of a guarantec. The Study

Tcam recommends that whilce approving the Hecads ‘of

Agrcement, it may also be indicated that thce conccrned

authorised decaler(aftcr ascertaining his name and

addrcss) may exccute the requisite guarantee,

citing a refercncc to the Rescrve Bank's letter.

5,36 The Department receives passports for making

necessary condorsemcnts regarding approval of 'P' Form,
FIS Declaration or

Rccord of Pass-

Ports rcccived/ 'J' Form and for other
delivered

purposcs. In thc
Bombay Office, 100 passports arc rcccived, on an
avcrage, in a daye At precsent, there is no system
of kccping any reccord of passports received and
delivered. No receipt is given to the applicant
for having acceptcd his passport.e Passports which
arc rctaincd ovcrnight are kcpt in the boxes by
different Scctions without any balancinge.
5.37 The proccdure followed in regard to the
safc custody of passports is unsatisfactory. If
any complaint is rcccived from an applicant that
the passport submitted to thc Department has been

misplaced, the Department has no mecans to verify
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the position. In some cases where such complaints
were received and passports could not be traced
inspite of thorough scarch, ictters were addressed
to the Passport authoritics to thne cffect that the
passport submitted by the concerned applicant had
been misnlaced in the Office and that the Bank had
no objectinon to the Passport authorities issuing a
duplicatc passport.
5438 The Study Tcam fecels that passports should be
reccived ajainst issuc of token/reccipt and delivered
against surrcnder of the particular token/reccipt,
In order to have a proner check on rececipt and
delivery of passports, a daily balancing systcem may
be introduced. As at the close of the day, Staff
Officoers of thc concerncd Scctions may make nccossary
cntrics rcgarding rcceipts, deliverics and the closing
balance of thc passports in the balance book before
kceping them iIn the almirah overnicht. Although this
proccdure may cause an extra work, it will save the
Decpartment from embarrassing position on account of
loss or misplaccment of passports.
5.39 The Department insists on submission of 'No
tifi

Cbjection' cer cates from the Income-tax authorities
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in conncction with certain applications (cege

remittance of

'No Objection!

Certificatcs surplus passage/
Trori Tncome-tax

Authioritics freight collections,

transfcr of shares,
ctce ). Although income-tax clcarance certificates
arc issued by the Incomc-tax authoritics on sccurity
paper in standard forms, there is no uniformity
in regard to the procedure for issuc of 'No
Objectiont' certificatess Apart from the
arithmetical irregularitics in certain cases, it
has becen observed that different Income-tax offices
usc diffcerent forms (all on ordinary paper) for the
purposc of issuc of such 'Wo Objection' certificates.
Since it 1s risky to acf upon such certificatcs, it
is suggestcu that the Contral Board of Direct
Taxcs may be requested to instruct all Income-tax
authoritics to issue '"No Objcction' certificatces
also on sccurity paper in a standard form.
5.40 The Department has prescribed specimens
of fcrms in which apolications arc required to be
made for various purnoses. Instructions are given

on these forms as to the manncer in which the
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applications have to be completed and what supporting

documents are
Comprechensive llemoranda

tor calling for additional rcquired to be

particulars/documcnts/

€larifications submitted.
Inspite of

these instructions, oftentimes it becomes ﬁeccssary
for the Department to call for somc additional
information/documents or securc clarifications. Some
Scctions of the Department have devised comprehensive
cyclostyled memoranda for this purposc. The Sections
where such comprchensive memoranda covering all
possible objcctions have not so far been devised may
also introduce this systems The Sections should, as
far as vossible, communicatc the requirements by
putting tick marks against thc appropriate columns.
Each form should have some blank spacc so that

points which are nolt covercd by the standardiscd items
may be writtcen by the copying pencil or ball-point
pen by the dealing clerke This practice will

reduce the typing work and will also facilitate

quicker disvosal of applications.
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We recommend that —

(1)

Valuc-limits fixed for the
Qfficecrs for disposal of
rcmittance applications may
bc cnhanced;

Valuc-limits may bc removed

in respect of Exchange Control
Officecrs for certain spccified
puUrpPOSes;

Specimen signaturcs of Staff
Officers who arc empowered to
anprove the remittances and
sign thc exchange permits may
be circulated to authorised
dealcrs;

The system of countcrsignaturc
cf permits moy be discontinued;

The issuc of exchange permits

on security paper may be dispensed
with for relcasc of exchange

unto £.15/~ or its cquivalent;

Verification of signatures on
bank ccertificatcs may be done
in the Exchange Control
Denartment itself;

A comprchcensive rcview of scales
of exchange in respect of all
catcgorics of travellcrs may

be undcrtaken periodically;

Scales of exchange and the
various monctary limits may
be cxprcssed uniformly in
Indian Rupces;
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istlng provision for payment
i buying co>mmission on imnorts
niey be withdrawn;

7>

(9) E:

) r

(10) Lictnces to airline /shluolng
companics and travel agents may
he issucd for a period of thrce
years ot a time;

(Ll) Snccimen signaturcs of Staff
Officers who arc authorised to
sign 'P' Forms may bc circulated
N .

to all airline/shipping
companics and travel agents;

(12) Exchange nermits (other than
Blanket Exchangc Permits) may
be issucd in cuplicate, the
first copy being marked
"For Drawing Exchange" eand the
sccond "For Bocking Passage";

(13) Exchange facilities to the Indian
staff of forecign-controlled
companics for tra ining in non-
technical ficlds may be withdrawn;
and

(14) Linmit for repatriation of dividend/
intercst on foreign currcency shares/
SGCUI‘tluS/13l“nCCS may bc raiscd
to £.100/- or its cquivalent.
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CHAPTER VI

DE LEGAT ION OF POVIERS

6.1 The Reserve Bank has found it necessary to
delegate certain powers to authorised dealers,

authorised
Introduction

money-changers,
airline/shipping compranizs, Life Insurance Corpcra-
tion of 1India, etc. under the Foreign Exchange
R2oulation Act to avoid inconvenience to the
public in havina to make individual applications to
the Reserve Bank. Simultaneously, wide powers
have been given to the Regional Offices to deal with
applications, which are not covered by the powers
delegated +tc these agencies, While delegating the
authcrity, apororriate reporting systems have been
evolved in order to ¢nsure that the powers granted
are not abused, The Study Team has examined,in a
limited way certain asnects with a view to identify-
ing the areas where further powers can be delegated
cr the 1limits for annrovals, where fixed, can be
raised, Before formulating its views, the Study
Team has takeg into account the number of apnlica-
ticns received, the type of scrutiny made at the

level of  approving authority, the possible risks
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invelved and the safeguards rcquir:d, The arcas
where powers can be delegated to airline/shipping
companies, authorised dealers and the Regional
Offices are discussed bhelow,

6.2 (1) In Chanter III of the Rerort, the
Study Tecam has analysed the working of the 'P!
Form Control and has finally recommended that

this resfrictive

Airline /Shinping

Companies - provision in

- Passanes under regard to
FTS

travel without

exchange may be withdrawn. Since this prowosal
has wider implicatinns, it may have to be
considered at length in consultation with Govern-
ment,., As it would take some time to arrive at
the final decisicn, the Study Team has examined
whether the powers rcgarding booking of passages
under the Foreign Travel Scheme, which is an
offshoct of the 'P' Form procedure, can be re-
delegated to airline/shipping companiecs and
travel aqgents,

(1i) At  the time of introduction of the
Foreign Travel Scheme in March 1970, powers were

vested in airline/shipnina comnanies and their
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agents to book passages under the Scheme, On
receint of a complaint from Air India that some
foreign airlines had been indulging in malpractices
by bookina passages of non.residents against
sayment of fares in Indian Rupees, the matter was
reviewed by Government in a meeting where represen-
tatives of the Devartment of Economic Affairs,
Denartment of Civil Aviation and Air India had
varticipated (the Reserve Bank was not represented),
It was decided that the powers given to airline/
shipning companies and their agents regarding
bookinag of passages should be withdrawn and that
each vpassenger's eliaibility to travel abroad under
the Scheme determined by +the Reserve Bank on a
case-to-case basis, Accordingly, the new procedure
for securing specific permission of the Reserve

Bank was introduced in May 1972,

(iii) The Scheme is thus being directly
administered by the Rescrve Bank for the last three
and a half years, Since a large number of travellers
are eligible for the facilities under the Scheme,
there has been a continucus increase in the work-

load on the Department in this reacard (vide paragraph
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3.13 Chanter III). Though the peowers of airlines
and travel agents were withdrawn due to the mal-
practices re-orted to.have heen indulged in by
some carriers, it has to be considered whether
such a nonular Scheme should continue to be
administered directly by the Reserve Bank for an
indefinitz period., Rasically, the procedure is
simnle in these cases., All that is nacessary is
tc determine, with reference to the passport of
any applicant, whether he has undertaken any foreign
travel (except tc Sri Lanka, Bangladesh, Mauritius,
or Nepal) during the preceding three years.
Certainly, the precious resources of the Central
Panking Instituticn should not be allowed to be
frittered away on a day-to-day basis for such
routine items so that due attention may be given
to the core »nroblems morc nrofitably. At the same
time, it is necessary to cnsure that the airline
comnanies or the anplicants do not circument the
reaulations, The Study Team has gone into this
nroblem and considers that the work relating to
this simnlc scrutiny of FTS declarations can
conveniently be del2gated to airline/shirping

companies with anspronriate safe-quards., The
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auvthority need not, however, be redelegated to
travel anents as it may be difficult to‘exercise
¢ffective supervisbn on their operations.

(iv) The 1lecal imnlications of this
nroposal have heen examined in consultation with
Legal Department., Sub-section (7) of Section 32
of FERA, 1973 requires that no airline/shipping
company should book nassace for any person for
foreign travel unless it has: been aoproved by the
Reserve Bank., This requirement may, however,
be disvenscd with by the Reserve Bank by issuing
a general or special Order under Sub-section 11
»f the same Section., The Order should indicgte
the conditions subject to which passages under
the Foreign Travel Scheme may be booked by the
airline/shinoing comnanies,

(v) Apart from the issue of such an Order
from the legal angle, it will be necessary to
introduce a few administrative’measﬁreé to prevent
nossihle abuse of the facility in the event of re-
delegatinn of nowers. These measures may be as
unaer

(a) Where the eligibility of any passenger
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for travel abroad under the Foreign Travel
Scheme 1is established, the Department signifies
its ansnroval on all conies of the relative
decclaration filed by the applicant and also
endorses his pass-nort. 1In order to avoid
double booking, the airline/shipping comvanies
may »e directed tc endorse the passoorts of
passengers where passages have been booked
under the Scheme, although such comnanies

did not previously have any authority to record
endorsements on nassports, Since passport is
an official document issued by the Ministry

of External Affairs, their consent may be
obtained through the Ministry of Finance before
issuing any directions to this effect.

At present, there is no restriction reaarding
payment of passage money by or on behalf of any
traveller in cash., With a view to reducing

the chances for malpractices, instructions

may be issued that payment towards passage

fare should te received by the concerned
airline/shipping comnanies from the travellers
under the Scheme only by means of crossed
cheques drawn on their accounts (vide also
naragraph 3,29, Chapter III).

In cases where the renewed or duplicate pass-
port does not hear any certificate of the
Passport authorities regarding the last date

of re-entry of the traveller into India from
abroad and the traveller is unable to produce
his nrevipus wassport, FTS approval is given
on the basis of an affidavit, duly sworn to
before a Magistrate, stating the reasons for
his inability to produce his expired passport
and affirming that he has not been in any

place outside India (except countries exempted)
during the relevant periocd of three vyears.
Since there is considerable scope for abuse

of the facility in this »nrocedure, it may be
discontinued. If the traveller is unable to
produce his nrevipus passport and the
renewed/duplicate passpvort does not indicate
the last date of re-entry, the traveller concerned
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has to wait for three years from the date of
issue of renawed/durlicate nasspnort to become
¢liaible for the FTS facility. There will,
nowaver, e no restriction on his foreign
travel under the usual 'P' Form or permissible
exchange facilities,

(d) In terms of Sub-scction (%) of Section 43
of the Foreign Exchange Regulation Act, 1973,
the Reserve Bank has been empowered to under-
take inspections of the books and accounts
of airline/shipping companies and travel
agents, While it may not be possible for
the Bank to detect through inspection all
irregularities that may be indulged in by
unscrupulous airlines, surprise 1lnspections
will creatz a psychological impact on the
foreign airlines and act as a deterrent
against malpractices, Pending introduction
2t a comprehensive insnection nrogramme,
inspections in respect of the bookings made
by airlines under the Scheme may be commenced
straightway.

(e) The Regional Offices may be instructed to
carry out a post-facto scrutiny by calling
for nasspcrtc of some of the travellers for
whom passages have been booked under the
Scheme. For this puroose, Offices may select
at random 10 per cent of the travellers from
the relative monthly statements received from
the airlin=s/shipping companies,

6.3 (i) Authorised dealers are empowered to open
letters of credit ucto £.200/- or its equivalent for

imports by
Authorised Dealers

post parcel
- Imports by post parcel

of goods
which are normally shipped in this manner (e.g.

watch mnarts), provided the importer is in possession
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of a valid import licence or the import is covered
by an Open General ‘Licence., Cases where the value
of the letters of credit to he established exceeds
the limit of £.200 or its eoquivalent (even though
individual drawings under the credit may not exceed
that 1imit) and cases where the goods to be imported
are not of a kind normally imported bv post parcel
are required to be referred tc the Reserve Rank
/vide paragraph 10(iv), Section VI of the Exchange
Control Manual/.

(ii) This restriction was initially imoosed
in sixties when fraudulent practices of some
unscrupulous imvorters came to the notice of the
Department. Although the 1limit was subsequently
relaxed tc meet the difficulties of honafide
importers, a number of such applications are
received in the Devartment due to general
escalation of costs., The Regional Offices are
freely anproving such references from authorised
dealers, Offices have also powers tc grant general
permission to the concerned authorised dealers in
respect of applications of the Public Sector

Undertakings, Universities and other educational
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institutions and public limited companies,
irrespective of the amouﬁts involved or the
nature of goods to ke imoorted.

(iii) During a varticular month(September/
October 1974), the Bombhay Office anoroved 34
avplications and it is understood that the flow of
cases continues to be more or less in the same order,
0f the cases so received, about 50 ver cent were for
amounts ranging unto £.,500/- or its equivalent.
Since these applications are required to be
processed with utmost expedition and authorised
dealers have also familiarised themselves with
the objectives of the particular Regulation
during the last decade, it is proposed that
the banks may be given general authority to approve
all such applications for opening letters of
credit or for remittances against bills for
collection upte a value limit of £.500/- or its
cquivalent /vide naragraphs 10(iv) and 14(ii),
Section VI ihid/. This delegation will reduce
references te the Reserve Bank to a considerable

extent .,
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6.4 (1) Authorised dealers are required to refer
to the Reserve Bank applications for  remittances
against tcash!

—Delayed Payments
against Imports import licences

(i.e. licences
not issued on deferred payment hasis) beyond six months
from the date of shipment, excent for remittance of
the amounts withheld towards guarantee of performance
ctc. and remittances against imnort of books /vide
naragraph 17(1i), Section VI of the Manual/.

(ii) The intention behind the restriction is
to ensure that no extra exchange is remitted to the
overscas su-pliers towards interest on account of
delayed payment and that the imnorters do not
unnecessarily carry on exchange liability for a
longer pveriod. It 1is observed that in most of the
cases, the concerned imvorter cxnlains the delay
by stating that the relative import licence has been
misplaced or they have run short of funds. The
Regional oOffices approve the applications, almost
2s a matter of routine, subject to the condition
that no nayment of interest is involved on account

of delayed nayment. The Bombay Office receives a
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geod number of 2pplications of this type (276
arplications during January to March 1975) and no
case 1s practically rejected, 1In all these cases,
there is generally a delay of six months to one year,
It is receommended that nowers may be delegated to
avthorised dealers to allow remittances against
imports under 'cash! licences beyond six months from
the date of shimment without the prior approval of
the Bank, provided the delay is not more than another
siy months'(i.e.one vear from the date of shioment)
and they 2re satisfied that no extra nayment by way
of interest or for any other reason is involved
dirsctly or indirectly on account of the delayed
payment,
6,7 (i) Applications from exporters for
remnittances on account o% commission to their selling
agenté abroad are required to be referred to the
Reserve Bank,

—Commission
on Exports except in

cases where the
agency arrangements have already been registered
with the Reserve Bank (vide paragraph 5, Section
X of the Exchange Control Manual)., Such
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applicaticns are approved by the Regional Offices
urto specified rates, denending on whether the
commodity on which c¢commission is payable is
clasgified as 'traditional!' or 'non-traditional!,
whether any after-sales service is involved, whether
commodities/goods involve foreign collaboration,
nayment cf royalty, etc. The Regional Offices have
ncwers to allow commission remittances upte 5 per
cent on 'traditional' items and upto 10 per cent

on 'non-traditional' items.

(ii) During the year 1974,'Bombay Office
approved 264 apolications for remittance of commission —
165 applications in respect of'traditional!' exports
and 95 applications in respect of ‘'non-traditinnal!
exnerts, In 234 cases, the rate of remittances
varied betwecn 2 to 5 per cent,

(iii) At present, all the three conies of
GR/ED Forms (duly supnmorted hy the relevant documents)
are submitted to the Customs authorities at the time
of shipment for necessary scrutiny. The Cusfoms
authorities verify, inter alia, the rate nf commission
as may be declared on the exnort forms. In case the

commission nayable tc overseas agents is not declared



166

on the forms and accented by the Customs, it is not
normally allowed to be remitted, In view of the
scrutiny made by the Customs authorities at the pre-
shipment stage, it is fclt that nowers for remittance
of commission in individual cases may be delegated

to authorised dealers within certain limits.

(iv) It is suggested that authorised dealers
may be given authority to apnrove such remittances,
without prior reference to the Reserve Bank, subje¢t
to the following broad conditions

(a) The rate of commission has been declared
on the relative GR/EP Form and accepted
by the Customs authorities;

(b) The rates at which remittances are
c¢esired to be made should not exceed
2 per cent in the case of 'traditional!
and 5 rer cent in the case of 'non-
traditional' commodities. (For. this
purnose, an upto-date list of ‘*traditional!
and 'non-traditicnal' gnods may be
circulated to authorised dealers); and

(c) The proceeds in respect of the particular
shipment have bheen/will be received in
full in free foreign exchange through
the concerned authorised dealer,

(v) Since it is necessary to process all
such apolications with utmost exvedition in the
interest of exnort promotion, the proposed delegation

will help clearance of many such remittances by
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autherised dealers directly and will, at the same time,

afford considerable relicf to the Department,

6.6 (1) Remittances not exceeding £.,15/- or its

equivalent may be effected by authorised dealers on
behalf of

— Patent and Trade
Mark Reglstratlon Indian owners

of patents,

desions, trade marks, etc, to the concerncd authorities
in forcign countries for the nurncse of fresh
registration or renewal of carlier registration
(vide paragraph 12, Section IX of the Manual),
The Regional Offices have nowers to asnrove the
remittances of this nature, irrespective of amounts,

(ii) During the perind July to December 1974,
Bombay Off ice annroved 57 apnlications for remittances
towards reqgistration or renewal of patents, frade
marks, etc., in excess of £,15/~ or its equivalent.
Of these, 22 cascs were for amounts ranging unto
£.50/-. Since the registration of trade marks is
intended for popularising the Indian brands abroad,
such anplicatinns mey be apnroved liberally. It is,
therefore, recommended that this limit for authorised

dealers may be raised to €£.50/- or its equivalent,
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6.7 (i) At »sresent, authorised dealers are
¢nmowered to allow remittances upto U.S5.$.100/- or
its equivalent

— Subscrirtions/
emtership fees on account of

individuals in

any calendar ycar in nayment of subscriotions

or membership fees to bonafide clubs, scientific,
and educztional institutions (other
than religious or mystic organisations or the
Rotary/Lions International). They are also
suthorised to allow ramittances unto £.100/- or
its equivalent »er annum ner applicant in resnect

of payment of subscriptions or membership fees

to overseas institutions by firms/compnanies and

other corporate bodies. Applications for amhunts

in excess nf these limits are required to be
referred to the Reserve Bank /vide naragraph 17(i),
Section IX of Exchange Control Manual read with
A.D, Circular No.37 of 1974/,

(1ii) Since the subscriptions or membership

*ﬁ
(&)

es are being raisced from time to time by the over-
secas institutions, requests are reccived in the

Dewartment frem individuals and various organisations
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for enhancement of the limits prescribed for the
authorised dealers in this recand. t is observed
that during July-D2cember 1974, Bcmbay Office
anproved only 6 apolications for remittances in
excess of U.S5,%$.100/- in the case of individuals
and 37 applications for remittances in excess of
£.109/.. (of which 18 applications for remittances
upto £.200/-) in the case of firms/companies.
(1ii) Anparently, there is a case of upward
rovision of the limits in the case of corporate
bodics, theuah such a revision in regard to
remittances by individuals is not strictly necessary
a2t nresent. Tt is, h-~wever, likely that some
organisations will further raisc the rates of
subscriptions in view »f the qencral increase in
costs., Since in these cases, nn discretion is
required to be cxercised by banks and the beneficiary
nrganisations are usually of good standing, there
is no risk in vestirng wider nowers to authorised
dealcrs in this pegard. It is felt that while
cnhancing the 1limit for the cornorate bhodies to
£.200/- nr its equivalent, the limit applicable to
individuals may also be raised marginally to

17,5.9.125 /. or its equivalent,
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6.8 (i) At oresent, applications for casual
remittances 1like oifte on the occasion of Christmas,

birthday
—53ift Remrittances

anniversary,
etc., are required to be referred to the Reserve Bank
(vide paragrarch 2, Sectinn XII ibid). Such
rzmittanccs arc 2nproved at the personal discretion
af the Dernuty/Assistant Controller upto a limit of
£.30/- in any onc calendar year rrovided —

(a) the remittance is made to a close
relative of the remitter;

(b) the beneficiary has not gone abroad
for a short period for business,
medical treatment, ctcy

(c) the bhenaficiary is not in receist of
remittances from India (excepting
students);

(d) the onurmese stated by the apolicant
is reascnable: and

(¢) the remitter certifies on the

prescribed application form the

total casual remittances made by

him during the calendar year and

the total amnunt so remitted is

within the above 1limit,

(ii) During the period January-July 1975,

Bombay Office aporoved 142 such aznlications, of
which 101 applications were for amounts ranging

upto £.25/.. In view »f the smallness of individual
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remittances, it 1s recommended that authorised dealers
may be givea nowers tr allow such remittances upto
£.20/- or its equivalent per applicant per year
subject to tht conditions listed in the preceding
nmaraaraph, with the only modification that the
category of close relatives for the purnose of these
remittancos should be confined to parents, sons,
daughters, brothsrs or sisters of the remitters.
In all other cases, applications should continue to
be referred to the Reserve Bank as hefore.
5.9 In terms of paragraph 12(ii)(b), Section XII
of the Exchange Control Manual, authorised dealers
are empowered

— Refunds of
Income -t ax tec remit

amounts, not
exceeding k,1,000/., towards refund of income-tax
in respect of non-resident individuals who are
eligible tc receive current income from India, On
a rough survey of the cas2s anproved by the
Bombay Office, it is observed that quitc a numbker
of applications for remittances unto %,2,500/-
have heen anproved on this acceount. Although

anplications for still higher amounts have been dcalt
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with by tht Denartment, it is felt that references to

the Reserve Bank will be much reduced if the present

limit is raised from R,.1,000/- to Fs,2,500/-.

é.10 (1) Authorised dealers may allow foreign

natinnals to make recurring remittances to their
resnective

—Recurring remittances
by forelgn natlonals countries for

family main-

tenance etc. upto 50 »er cent of their net income,
subject to a meximum of Rs,2,360/- per month after
their cligibility for this facility has been
determinad by the Reserve Bank (vide paragraph 2,
Section XIII of the Exchange Control Manual).
Requests fcr remittances in excess of this 1limit
are required to be referred to the Reserve Bank.
The Bombay Office approved, during Aoril 1974 to
May 1975, as many as 88 apnlications. Of these,
the scales of remittances in 30 cases ranged betwecn
RBs,2,521/- to Bs.3,500/- ner month even though these
amrunts were lecs than 50 per ccent of the cmoluments
of the concerned reomitters.

(ii) These limits were last revised in 1966

after devaluation of the Indian Rupee. In view of
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the inflatinnary trends werld over, the emsluments

of the foreign natinnals em%loyod in India have

also gencérally gone un. If the powers of authorised

dcalers are enlarged in this regard, there will

be less references to the Reserve Bank. As

engagement of foreignrvtiénals is screened by the

Reserve Bank, there is no particular risk in increasing

the 1limits in this regard. It is recommended that

authorised dcalers may be permitted to alleow

recurring remittances in such cases unto 50 per cent

of the net income of the concerned foreign nationals

subject to a maximum ~f %,3,500/- per month provided

other prescrihed conditinns are fully satisfied,

6.11 In terms of n»araararch 14,A.II(bk), Section XX

of the Exchanae Control Manual, authorised dealers
have been

—Credits to Private
Non-resident AcCounts given

permission
to credit private non-resident accounts with proceeds
of small cheques, provided the aggregate of such
credits during a month does not exceed B,2,000/- and
that n- individual credit is in excess of Bs,750/-.

The Department receives a number of amnlications from
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cutharised dealers for anproval for crediting amounts
in 2xcess of these limits. In many cases, the
amounts to be credited renrgsent accumulated rent
on flats owned by non-president Indians. When such
an application is reccived for the first time in
resnect of any narticular house or flat,it has, inter
alia, to be verified whether nermission under
Section 31 of the Foreign Exchange Regulation Act,
1973 has been obtained. Once the application

for credit of the amount to the concerned-nOn-
resident account is given, there is no point in
examining such anplications again and again so

long as the tenancy terms continuc to be the same.
While approving the first credit in such cases,

the concerncd autheorised dealer may be granted
general permission to credit the amnunts
veriodically subjzct to the condition that fresh
approvals should be obtained when there 1s a change
in the terms of tenancy,

6.12 (i) The Reglonal Offices have been
emncwered te anprove apnlications from firms and
companies for remittances towards the cost of

~advertisements abroad provided they are for
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nromotion of exports (visible or invisible) from India,

the veolume and
Reqgional Qffices

nature of business
— Advertiscments abroad
for Export Promotinn of the applicants

are swh as to

justify the foreign exchange expenditure and the banker's
renort on the concerned firm or comnany is satisfactory.
/Buthorised dealers are empowcred to effect remittances
.f this nature nct exceeding £.75/- or its equivalent in
any calendar year on bhehalf of their clients who are
¢stablished exporters/. The free limit granted to the
Regional Offices for releasing exchange for advertisements
abroad was vestricted trom Sentemher 1974 to R.5,000/-.
Apnlications for amnunts in excess of this limit are
now referred to Central Office /ide paragraph 88(i)
of the Bonk of Instructions read with C.0.Circular
44 of 19747,

(1i) Central Office reccived during January-
July 1975 as many as 51 apnlications in this regard.
0f these, remittances in 22 cases ranged upto
Rs.10,000/-. Since there has been a general increase
in the cost of advertisements in foreign newspapers,

macgazines, etc., and exnorters have also launched a
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more intensive export promoticn drive, it is
recommended that the limit may.be enhanced to
k:,10,00Nn, This 1imit will also apnly to remittances
fror iroadcasting advertisements for export promotion,
exccptine those for broadcasting advertisements

nver Radio Ceylon, Awplications for the latter
category should, hewever, continue to be

referred te the Rombay Office where the work is
centralised,

6,13 (1) The Renional Off ices have been delegated
aoNers to approve freely 'P' Forms of invitees for

inaugural flights,
— Inaugural flights

if the invitee is
n jnurnalist, travel agent or a hntelier catering to
the airlinz concerned, In the case of other invitees,
Offices are reaquired to refer the apnlications to
Central Office /vide naragraph 105(xiv) of the Book
of Jnstructions/. Government have advised that
invitations for inaugural flights to individuals
hased on business or commercial contacts may be
anproved by the Reserve Bank at its discretion.

(ii) It is a common practice among the

airlines to invite for inaugural flights top
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executives of business firms/comnanics which are
natronising them, It is recommended that powers
may he delegated to the Regional Offices to anprove
'P! Farms of executives of such companies provided
they have been invited for inauqural flights on
account of business or commercial contacts. It

may also be clarified that if a perscn is otherwise
¢ligible for travel abrcad under the Foreign Travel
Scheme or for 'P' Form clearance or has been
released exchange, Offices nced not go into

the question whether the actual journey is performed
wnelly or partly by an inaugural flicht.

6.14 (1) In terms of paragranh 149(i)(a) of the
Book of Instructions, Offices have been instructed

to deal with
—Exvcort promotion visits

anplications for
release of exchange for export promotion favourably
in the case nf firms/comnanies having good export
performance and/or having enquiries from overseas
buyers, In cases where the exnorter does not have
any nast exports or is not able to produce any
enquiries from forcign importers, etc,, Offices

mAay release exchange on the recommendations of the
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Ministry of Commcrce, Exnort Premotion Council
or & Commodity Roard, Even where no such
recommondat ion is produced, Offices may still
consider the anplication if any e@vidence is
croduced to show that the onronosed foreign
tour is likely to result in new/additional
2xports, Where Offices promose tc reject an
application for export promotion, they have to
refer the casc to Central Office with full
nvarticulars.

(ii)  The policy in regard to release of
cxchange for travel abroad for export promotinn
is fairly liberal. There should not, therefore,
be any nccasinn for the Regional Offices to
reject the amplicatinn for release of exchange
fer export promotion if there is a prima facie
case within the abgve quidelines. It is not
neccessary to refer such cases to Central Office
where they cannot be anproved even under the
existing liberal mnclicy. Offices may be advised
that they may straightway reject the applications,
without rcference ts> Central Office, where they are

satisfied that there are nn sufficient grounds for
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release of 2xchange in any particular case,
6.15 (i) At present, Regional Offices are empowered

to release
—~ Entertainment Allowance

cxchange
towards entertainment allowance only to the travelling

snrlesmen at the following rates, subjoct to accounting :

(1) £.30 or its equivalent per trin for
a period of stay abroad unto 30 days;

(2) £.1 or its equivalent per day for

approved stay in excess of 30 days

for which exchange is relcased for the

tour,
hypplicatisns  for release of exchange for entertainment
purnoses for businessmen other than travelling salesmen
are required to be referred to Central Office fvide
paragraph 151(ii) »f the Book of Instructions/.

(ii) It is an anomalous situatiocn that Regional
Offices are empowered to relcase exchange even to top
businessmen for their business visits abroad, but
their applicatinns for entertainment allowance
are required to he referred to Central Office. The
Study Team recommends that the Regional Offices may
be authorised tn relcase exchanne for entertainment

allcwance to ton executives nf comnanics (Chairman,

Mananina Diroctor nr Director) going ahroad for
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discussions relatina to collaboration or for
discussions on large export deals (including
construction tenders) or for other important
negotiations upto £.17/- or its equivalent,
depending uoon the period of stay aporoved,
subject to submission of a broad account of

the amount spent in this regard. This will

pe in line with the reccmmendation recently

made by the Group appointed for examining the
nroblems relating to travel abroad on export
promotion grounds.

6.16 (i) The Exchange Control Department issues
Blanket Permits to exporters with a large volume of

exnorts to
—PBlanket Exchange

Permits their credit,
The holders

of such permits can draw exchange from authorised
dealers for travel abroad for export promotion and
other awproved purposes without obtaining prior
approval of the Reserve Bank each time, At present,
exporters who are registered as "Export Houses" with
the kinistry of Commerce, Government of India, and
those whose exports in the previous vear amounted

to not less than ®,75 lakhs in the case of t‘traditional!
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goods and Bks,15 lakhs in the case of ‘'non-traditional!
goods arc eligible to obtain Blanket Exchange Permits
from the Reserve Bank, (In the case of consultancy
crganisations/firms of consultancy/design engineers the
limit has been fixed at %&.5 lakhs). All apolications
for issue of Blanket Permits, fresh or supplementary,
are required to be referred to Central Office ZVide
paragrach 161(1i)(a) of the Rook of Instructions/.

The Study Tezam has examined the working of this
procedure., It is obgerved that generally there is delay
in 1issuing Blanket Permits, On account of the delay

in issuinc such vermits, the exporting firms/companies
are perforce to apply, on an ad hoc basis, to the
Regional Offices for relecase of exchange for travel

of their representatives on export promotion grounds,
In the process, the work-load in the Regional Offices
increases and the purpose for which the Blanket
Exchange Permit Scheme has been devised is lost,

(ii) The Department has not so far attempted to
delegate powers in resvect of the issue of Blanket
Permits to Regional Offices mainly bccause of certain
practical difficulties in standardising the quota of

exchange for the purpose. It is quite common that
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different apvolicants have been released exchange for
different ameunts even though their export performance
is more or less identical. Such differences happen
as the amount is determined in each case, depending
on someé variable factors. In any case, it has become
absolutely necessary to delegate the powers to the
Regional Offices within some broad guideline; in the
interest of quicker service to large exporters and to
reduce avoidable work-load of the Regional Offices,
(iii) The Group appointed by Government recently
for examining the problems relating to travel abroad
for export promotion have suggested, inter alia,
lowering of the minimum export turnover for
eligibility for Blanket Permits and delegation of
powers to the Regional Offices to issue Blanket Permits.
S5ince the Department has airéady prepared a frame-
work for implementation of the recommendat ions of
the Group, the Study Team is not making any specific
suggestions in this regard.
6.17 (i) Persons proceeding abroad for medical
treatment are required to first obtain a
recommendation in the prescribed form from the

Chief Administrative Medical Officer of the State



183

concerned on the hasis of the report of the treating

physician/surgeon.
~—Exchange for
Medical Treatment The Regional Offices

have been empowered

to release exchange for medical treatment abkroad
initially upto the amount recommended by the medical
authorities, but not exceeding U.S.$.3,125/- for
U.S.A, and Canada and £.750/- for all other countries
/vide paragraph 189(iii) of the Bock of Instructions/.
Exchange permits for medical treatment are issued with
a condition that a detailed account of the disbursements
made out of the exchange released should be submitted
to the Bank, duly supported by receipted hospital/
medical/hotel bills. Additional exchange is released
only on submission of an account in respect of a
substantial part of the exchange initially released
sunported hy receipted hospital and medical bhills
and a certificate from the attc:ding doctors abroad
stating the estimated duration and cost of further
treatment,

(ii) There are cases where the treating physician/
surgeon recommends an operation and the overseas
hospital insists on advance payment of an amount,

In theseICases, the requisite amount mostly exceeds
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the limits indicated in the preceding Paragraph.
Since no.discretion is required to be exercised in
thiese cases ant such cases should be disrosed of

with utmost exvedition, it is recommended that the
ﬁcgional Offices may be empowered to release exchange
towards advance payment to overseas hospitals in
respect of persons procceding abroad for operation,
irrespective of  the amounts involved, subject to

the usual conditions,

65.18 (1) Regional. Offices have powers to release
exchange to the extent of Cey.%.300/- per person per
annum to Indian

— Group visits to
Sri1 Lanka nationals wish-

ing to visit
Sri Lanka for private reasons (e.g. visiting close
reclatives, attending marriages of sons/daughters and
other close relnatives, collecting rents on properties
owned, nilgrimage, ctc.).. Apnlications for group
visits are, however, required to be referred to
Central Office /vide paragraph 196(i) of the Book
of Instructions/.

(1i) In Bombay, several schools/collcges

conduct educaetional tours of students teo Sri Lanka
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during vacations and such visits are approved at Central
Office level. As no special scrutiny is don2 in
Central Office in such cases, it is recommended that
the Regicnal Offices may be given powers to apnrove
such group visits to Sri Lanka subject to the condition
that nersons included in the group are otherwise
individually cligible for release of exchange for
nrivate visits to Sri Lanka,
6.19 (i) In terms of Section 7 of the Foreign
Exchange Regulation Act, 1973, the Reserve Bank issues
licences to

— Licences to
Money-changers persons/firms

to deal in
foreign currencies subject to certain conditions,
At present, money-chanacrs! licences are issued to
shops and  emnoria (excent shops/emporia owned by
Central or State Governments) subject to an annual
minimum turnover of U.S.$.10,000/- or its equivalent
if the place of business is in Bombay, Calcutta,
Delhj/New Delhi and Madras and U.5.%$.5,000/- or:its
equivalent if the nlace of business is at any other
nlace in India (the limit is U.S.$.10,000/- or its

equivalent for Reqistered exporters of gems and
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jewellery irrespective of the place of their busiress)
In the case of hotels and Government shops and
emporia, no such minimum limit of business turnover
has been prescribed,

(i1} In terms of paragraph 218(1)(a) of the
Book Qf Instructions, Regional Offices are required
to: refer. applications received from shops, handicrafts
emporia and similar other establishments for issue
of money-changers! licences to Central Office. Such
apnlications should be'acc0mpanied by an-undertaking
from the applicants that they will endeavour to secure
the prescribed minimum foreign exchange collection
and a confidential report from the applicant's bankers
regarding their meéﬁs.;ndvstanding. Since definite
turnover limits have been prescribed in these cases
and no special scrutiny is done in Central Office,
it is recommended that powers may be delegated to
the Regional Offices to issuec money-changers' licences
to the avplicants of these cateqgories without reference
to Central Office. 1In the case of hotels, Regional
Offices have already been given powers to issue
licences on production of specific recommendation

from the Department of Tourism.
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(iii) While reviewing the policy in 1969 in
regard to issue of money-changers!' licences with a
view to reducing the number of mcney-changers, it
was, inter alia, decided in consultation with Govern-
ment that the licences should be issued for a period
of one year only., Since then, licences are being
issued/renewed for a period of one year at a time,
although the policy in this regard has been liberalised,
The renewal of licences mainly denends upon the annual
turnover of the licence-holders. Most of the licences
have been granted to hotels, for which no minimum
turnover is prescribed. Out of 494 money-changers,
111 are operating within the jurisdiction of the Bombay
Office and the rest in other areas., Offices also
continue to reccive fresh apnlications from private
shops/emporia. The renewal of licences in so many cases
after every twelve months causes considerable strain
to the Regional Offices, The question of granting
licences for any longer period has, therefore, been
examined by the Study Team. It is possible to
exercise necessary control on the transactions of the
money-changers through intensive inspection and careful

scrutiny of the statements periodically submitted by them,
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If mnlpracticcs indulged in by any money-changer

ceme tc the notice or any other serious irregularities
are committed, a special ingnection of the particular
licensee may be undertaken at any time, in exercise

of the powers conferred on the Bank and if necessary,
the licence may be revoked after giving proper

notice. The Study Team, therefore, recommends that
the money-changers! licences may be issued/renewed
for a period of three years at a time.

(iv) At times, Regional Offices recceive
annlications for issue of money-changers' licences
~urcly on a temnorary basis. Money changing
facilities for a short period are generally provided
during the stationing of a Cruise necar the docks.

The Develomment Corooration of Konkan Ltd., Bombay,
usually open a honth near the docks to sell
mangoes tn foreigncrs during the mango season,
Similarly, shops are opened for participation in
fairs/exhibitions conducted in hig hotels for
short netriods., In thesecases, decisions have to

be taken promptly, It is recommended that the
Regional Offices may also be empowered to issue

money-changerst' licences in these cases purely
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on a tempvorarv basis, subject tn the usual conditions.
This power may, howover, he cxerciscd by the Departmental-
in-Charge.,
6.20 (i) Regional Offices have powers to grant
extension of time-limit for realisatinn of export
. proceeds beyond
—Extension of time

limit for realisation the prescribed
of export procceds

period (i.e,.
three months in the case of shirments to Pakistan and
Afghanistan and six months in the case of shinments
to othér countries). Such extensions are granted. by
Offices for periods not exceeding threz months at a
time subject to an overall limit of six months.
The first extension is aranted by the Exchapge Contrnl
Officer and the second application is exéminéd nersonally
by the Deputy/Assistant Controller. Applications
for extension beyond a period of onc year from the
date of export are ;eferred to Central Office with
specified particulafs [vide paragraph 248(i) of the
Book of Instructinns/.

(ii) Since such applications have to be dealt
with expeditiously, it 1is recommended that the Regional.

Qffices may he empoviered to grant cextensions even after
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the exniry of one year from the date of export
subject to the condition that no extension should
be allowed for more than three months at a time,

[}
Powers may be exercised by the Officers on the

following basis .
Designation of Officers Limits for granting
extension of time-
limit
(a) Assistant Exchange First extension

Contrnl Officers and
Staff Officers

(b) Exchange Control Second extension
Officers

(c) Assistant Centrollers* Third Extension

(d) Denuty Controllers All extensions beyond
third extension,

* Whecre the Office is under the charge of an
Assistant Contrcller, all extensions
n2yond the second extensi-n may be anproved
by him,
Where Officcs notice that any particular exporter
is in the habit of making applications for extension
of timz-limit for realisation of nroceeds freaguently
or wherce proceeds cannot be realised in time due
to imnosition of some special restrictions by the
Governmental authoritics in the concerned countries,

reports should be sent to Central Office with full

narticulars after onc year from the date of export.
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6.21 (1) In terms of paragraph 254(1i) of the Book of
Instructions, Offices have been emnowered to approve

anplications from
—GR Vaivers

Indian nationals
for waiver »f GR/EP/PP Torm formalities for desvatch of
gift articlcs to their relatives and friends upto the
value »f &,1,000/- in any one year, Where the value
exceeds this limit, Offices are required to make a
reference to Central office.

(ii) This limit seems to be inadequate in the
context of the present-day casts and Offices have been
making frequcnt references to Central Office. During the
first six months of 1975, the Regional Offices (other
than Bombay) referred to Central Office as many as 46
apnlications, of which 36 were for values ranging from
5.,1,000/- to B.5,000/-. It is, therefore, recommended
that the present limit for waiver of GR/EP/PP Form pro-
cedurc may be raised to i5.5,000/- with the stipulation
that cas2s involvina despatch of articles of value in
excess of ™,1,500/~ should be anproved personally
by th2 Departmental Heads.

6.22 (i) Travellers who intend taking out of India

articles »f jewellery in excess of the limits covered
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by the general permissinn granted by the Reserve Bank

are required to
- Travellers! jewellery

obtain a special
licence from the Bank. Regional Offices have been
emnowered to allow personal jewellery upto the
value of B,10,000/- in the case of Indian nationals
emiaqrating from India or proceeding abroad on a
long-term basis or when they proceed out of the
country for business, medical treatment, etc.
/vide paragraph 262(1i) of the Book of Instructions/.
(ii) During the period January to August 1975,
85 applications were apnroved by the Bombay Office
for taking out jewellery in excess of f.10,000/-.
Of these, 63 were for values between f,10,000/- and
m.lé,OOO/. The price of gold has gone un sharply in
the recent years. In most of these cases, the
value of jewellery desired to be taken out exceeds
the prescribed limit only on this account. It is
recommended that the Regional Offices may be given
powers to grant licences for taking out jewellery
upto the value of R.15,000/- without the prior

approval of Central Office.
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6.23 We recommend that —

(1)

(2)

Powers may be re-declegated to
airline/shipy ing companies to
book passaqges under the Foreign
Travel Scheme;

The limits fixed for remittances
by authorised dealers in specified
areas may be enhanced;

Powers may be delegated to authorised
dealers to effect remittances against
‘cash! import licences beyond six
months from the date of shioment;

Powers may be delegated to authorised
dealers to effect remittance of
commission on exnorts upto 2 per
cent on ttraditional' items and 5 9er
cent on 'non-traditional! items;

Authorised dealers may be aoranted
powers to allow gift remittances
upto £.20/- or its equivalent;

The limits laid down for approval of
remittances by Regional Offices may
be raised in specified areas;

Powers may be delegated to Regional
Offices to apnrove 'P' Forms of
individuals who have been invited
for inaugural flights on thc bacis
of bonafide businegs or

commercial contacts;

Offices may be given right to reject
apnlications for release of cxchange
for travel abroad for export promeotion
where sufficient grounds have not

been made out by the apnlicants;
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(12)
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Reglonal Offices may be empowered
toc releasc exchange to top
executives of companies upto
£.100/- cr its equivalent towards
entertainment allowance,

Powers may be delegated to
Regional Offices to approve
groun visits to Sri Lanka;

Further powers may be delegated
to Regional Offices in the matter
of issu¢ of money-changers!
licences; and

Powers may be deleaated to
Regional Offices to apwrove
extension of time-limit for
realisation of export proceeds
even after a »neriod of one
yezar from the date of exnort.
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CHAPTER VII

RETURNS AND STATEMENTS

7.1 The Exchange Control Department receives a very
large number of statements and returns from authorised

dealers, shipping/
Introduction

airline companies,
travel agents, money=-changers and other sundry agencies
at different intervals. The Department is required to
scrutinise all these returns and statements, code the
relevant data relating to exvorts (from GR etc. Forms),
purchases/sales of exchange and other supplementary
information (reported by authorised dealers through R
returns and various miscellaneous statements), recoxrd
different sets of figures in the prescribed registers
and also compile purpose-wise statements for submission
to different authorities. The number of returns and
statements (excluding those of an ad hoc nature) of
varying periodicity, received and compiled by the ’

Bombay Regional Office and Central QOffice, is
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broadly indicated below :

STATEMENTS RECE IVED STATEMENTS SENT
From No+ T_O_ N_O_o_

I BOMBAY OFFICE

(1) Authorised 32 (1) Central Office 67
dealers
(2) Economic
(2) Airline/Shipping Department 16
Companies 10
(3) Government 10
(3) Insurance
Organisations 5 (4) miscellaneous 4
(4) Miscellaneous 19
Total 66 Total 97

===

II.CENTRAL OFFICE

(1) Regional Offices 67 (1) Government 31
(2) Authorised (2) Economic Dept./
dealers 4 Depte of
Statistics/
(3) Miscellaneous 6 Depte of Bank-

ing Operations
& Development 10

(3) Miscellancous 1

Total 77 Total 42

As the statements/returns relating to authorised dealers
are received from each branch scparately, the total
volume of statistical work devolving on the Department

is stupendous.
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762 Like any othor Control Organisation, the Depart-
ment sﬁauld necessarily keep up-to-date data and analyse
tinem ia order to overse. th: work performed by the
varicus authorised agencies, to roview the existing
policics and procedures and to rcorient the system,
wherever necessary., The returns and statements arc
the most effoctive media for securing the requisite
information. The optimum usc of such statemcnts and
returns can, hOMchr, be made only if the data are
collccted and tabulated at rcgular intervals without
any loss of time at any lcvel.
T3 It has been a painful cxpericence of the Study
Tcam to sce that the prescribed statements and retumns
arc mostly (excecpting

Arrcars in

Statistical in the casc of R

Work

T returns) rcceived
after a considerable time-lag and that still more time
is allowed to pass before they are processeds In
cffecct, the objective positieon prevailing at a
particular time is not properly reflected through
the summariscd datae The Local Statistical Section
Carrics the maximum burden of the statistical work

3

in the Bombay Office and tie position of arrcars in
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major arcas as at the end of July 1975 is indicated as

undezr

Itens of work

e —— e . . S o o 2 —

(A) preliminary Audit Cell

(1) No. of forms awaiting scrutiny

(2) No. of forms scrutiniscd, but
nending for rectification of
discrcpancics by authoriscd
dealers

(3) Local Statistical Soction

(3) Cowmpilation of 10-day Import/
Export Data

(4) Statemunt showing country-wisc
figures of imporks/exports from/
to Bilateral Account countrics

(5) Forms to bc coded
(

(7) Noting of details of rcmittances
for comwilatio: of statemunts

(@)}

) Forme coded, but not checked

(8) Dcetailed Audit of & returns

(9) Compilation of statcmonts
relating to

(a) idon-resident (Extcernal)
Accounts

(b) Earnings from Tourism

Arrears

22,000

20,000

November
1974 on-
WaI‘dS .

Scptember
1974 on-
wWards,

4,225
7 ,422

Febryary
1975 on-
wards.

January
1975 on-
wards.

January
1975 on-
wards.

October
1974 on-
WardS.
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The roasbns for the arrcars may bricfly be attributed to
the flow of a largc number of returns/statcments, absence
of proper control on the various stages of processing,
inadequacy of staff, shortage of spacc and the rocently
introcduced crasih audit system.

Te4 Apart from the arrcars, it has been observed

that in meany cases, the flow of information collected

through the
Other Shortcomings

statistical
rcturns does nct move up at all. Even the instructions
arc lacking in some arcas a2s to how exactly the returns

are to be aealt with. Ceortai

=)

types of data have, over
ycears, lost their significance or some figures arc not
required as froequently as they arc furnisheds There
has beecn a toendency to prescribe more and more returns
without verifying as to wheiher all the current state-
ments are properly utilised or whether they have become
outmoded or whcther they can be rationalised in any
manncr. The cunulative cffect of such a course of
action has bcen very scvere on the organisatione Under
the oxisting information system, the staff arc flooded
with incomprchensible data from diffexcent sources. The
cntirce statistical work has generally bccome dull and

mcaninglcss to the staff and docs not also get the due
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att.-ntion of the Management. The time has perhaps.éome

when the Control has to he protucted from the mass of

details which arc collected for the purpose of securing

information but do not inforan or from thc details on

which no action is taken. Thorc secms to be an avoidable

wastc of time, efforts and money in this field.

745 At the same time, the importance of the statistical

work can hardly be emphasiscd., It has not becen possible
for this Study Tean

Limited Study
of Returns to diagonise all

the causcs for the
prescent maladics or to offer definite suggestions as to
how to overcome thc position. Attempts have, nowever, been
been made to examine the utility of a few returns/state-
ments received from authorised dealers or compiled by the
Regional Offices/Central Office of the Departmont; It
has also becn evxamined wheother the periodicity of some
of the statciacnts/returns may be rc-scheduled without
affecting their importance or some statements/returns

discontirued altogcether.
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746 Authoriscd dealcrs supply their basic data regard-
ing sales and purchascs of foreign exchange and the net
foreign exchance
R Returns
position through

R returns. These are the most imporiant returns and

are presently received on a tri-monthly basis, as under :

(1) Re.l - Transactions in Sterling
(2) Re2 - Transactions in U.S.Dollars
(3) R.3 - Transactions in Sterling Areca

currencics other than Pound Sterling

(4) Re4 - Transactions in non-Sterling Arca
currcncics other than U,S.Dollar

(5) ReD - Transactions through the rupce
) non-resident accounts of overscas
banks/correspondcnts.

Te7 With the cessation of India's membership of the
Stcrling Area, the scheme of the above. returns has
become due for a change. Strictly, two returns - one
for the existing R1 to R4 and another for the rupee
transactions (R5) - would suffice. As, howover, the
volume of transactions in Pound Sterling and U,S.
Dollars is still very large and intcgration of
transactions in these two lecading currencics in a
single form would crcatc bottlenecks in the actual

operations in the Department, Rl and R2 returns should

Temain undisturbed, at least for somec morec time. But
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there is absolutely no necessity for scparate existence
of R3 and R4 rcturns. In fact, many authorised dealers
have discontinued, on their own, R3 rcturns and report
the relative transactions through R4 rcturns. The
Economic Department has no objcction to thhe intcgration
of R3 and R4 rcturns so long as currcncy-wise totals

are available from the integrated R4 rcturns. The proforma
of the latter return is alrecady having this vrovisione
Formal decision may, thercfore, be taken to discontinue
R3 rcturns. Since there will be only four basic rectums,
the existing R4 rcturn may be designated as R3 and RS as
R4 as soon as R3 rcturn is officially discontinued. As
the special Exchange Control forms used for booking

the transactions with non-Sterling Arca countrios‘
through London (c.g. Forms A6, S.A.l) have becen
cancelled, the proformae for Rl, RZ2 and R4 rcturns

should also be suitably modified on tho»lines indicated
by the Economic Department.

748 ‘The volume of work generated by the R returns 1is
considerable. At present, there arc about 3,400 branches
of authorised dcalers throughout India, of which ncarly
450 branches are operating in thce Bombay arca. Each

branch should normally submit four (excluding R3)
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rceturns with two supplementary statements (one for export
documents with the relative schedules and the other

for the inward remittances for [s.10,000/- and above) for
every ten-day period. As, however, all branches are

not always requirced to undertake transactions of all
types, the number of R returns reccived on an all-India
basis comes to about 25,000 in a month. Each rcturn

is again accompanied by a number of remittance forms

and other documents and thce Bombay Office alone reccives
about 20,000 forms per month. The sorting of these
returns/forms, coding of the rclcvant data, scrutiny

of remittance forms, recording of the sclected data

and compilation of purposc-wise statéments require
sufficicnt time and labour. With a view to reducing

the work-load, without affecting the flow of the

basic information, the Study Tecam has examined as to
whether these returns may be obtained from authoriscd
dealcrs on a bi-monthly (fastcad of tri-monthly) basis.
Since the import-cxport data arc picked up from these
rcturns and communicated to the Ministry of Finance
(Department of Economic Affairs) on a tri-monthly

basis according to the cxisting timc-schedule of the
returns, a rcference was made by the Team to Govermment

enquiring whether they would have any objection if
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the releovant data were furnished on a fortnightly basise.
The Government have confirmed that they have no objection
to the proposed rc-schecduling of the flow of data.

749 The proposal for changing the periodicity of

R returns was also referrcd by the Study Team to the
Economic Department (Division of International Finance)
as the data derived out of these returns form the

basis of the Balance of Payments statistics. The
Economic Departmcnt has not raised any objccticn from
the technical anglec, though it has not supported the
idea due to the following reasons

(1) The time-schedule for these returns was changed
from weckly to tri-montnly only a few ycars back;

(2) The supporting documents /GR/PP Forms, remittance
forms (A/A7)/7will continu¢ to be the same -
in fact, the fortnightly rcturns will contain
more such supporting documents - and involve
totalling of a larger number of items on the
part of authorised dealers;

(3) It will not rcduce the work of coding since
all the transactions will neccssarily have
to be coded;

(4) Totalling of a larger numbcr of items by
authorised dealers and coding of transactions
in the Exchange Control Departmen. on the
basis of fortnightly returns will provide
grcater chances for the errors to crecp in
than when the returns arc prepared on a tri-
monthly basis;

(5) With a larger number of documents to be handled
with cach return, the submission of the returms
by authorised decalers may be delayed; and

(6) There may also be delay in preparation of
code sheets.
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The arguments adduced by thc Economic Department are,
by and largc, motivated by administrative considerationse
With regard to the first point, *it may be statoed that
the roturns weroe initially cbtained on a daily-cum-weekly
basis till ilarch 1960 and the frequency was then changed
to the present tri-monthly patterns There is no reason
why thc time-schedule cannot be changed now after about
sixteen yuars if this change is otherwisc advantageouse
he other points wrolate to the handling of supporting
docuncnts, totalling of figurcs by authoriscd deerlers
and coding of data in the Exchange Control Department.
Though the volume of documents to be handled and the
coding of date from such documents will remain the
samec, there will be substantial reduction of work
(by about 33.3 per cent over a month) in other items
of work as indicatced below
(1) The regional Offices will be required to
watch the receipt of less number of roturns
(approximat.ly 24,000 in placc of 36,000
over a2 month) and as such, the reminder
cxercise in tnis regard will be roduced.
The connccted routince jobs of recording
the dates of reccipt of thesc returns,
branding them with rcceipt-stamp and
scgreaating the export documents, remittance

forms, ctes will also be rcduced
Jroportivnately.
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For the purpose of reporting the data rclating
t. forcign cxchange xnenditurce and iAcome
through Imnorts/llon~imnorts and Exports/
Non=cxports to Government, as many as 25
ficurcs arc recuired to be nicked up dircctly
from cach set of Kl, R2, R4 and RS returns

for a ten-day periode With the reduction in
the nuimber of these roturns, the figures

to be collected in this regard will decrease
oroportisnately. 3Jince the figures cexnresscd
in foreign currencies on Rl, R2 and R4 rcturns
ar-. csznverted in rupeces, tnaerc will be some
reduction of work on this account also.

Evcen the coding work will come down to a
sizable c¢xtent. At orescnt, 29 items are
cuoded directly from cach sct of Rl, R2, R4 and
R5 rcturns. The number of items to be coded
will obvicusly be rcduced if the roturns are
received on a bi-monthly basise The contention
of the Economic Department that coding work
will not be recduced as a result of change in
the froequency of returns is not, thercfore,
correctle

About 40 itcms rclating to cach set of

‘Rl, R2 and R4 r.turns rccuived from the

autnoriced dealers maintaining forcign
currency position arc required to be
nsosted in registers by the Central
Statistical Scction for compilation of
Sales/Purcnases datas. Even this item
of work will b¢ roduced considerably.

The preliminary checking of returas -

totals of thc varisus items under the
colurmns 'Sales! and 'Purchascs!', rcconcilia=-
tion in rcspect H»f the Cash Balance and
verificaticn of tne 'Oversold!/'Oveorbought!
position -~ will be roduced by one-third
conscequent on the rwe-scheduling of the

flow of returns. There will also be a
saving of labour on account of a fow

other items relating to the new proccdure

of audit.
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(6) Thce argument of the Eccnomic Department
that totalling of a larger number of items
by authcrised dealers in fortnightly
returns will provide grocater cnances of
crrors is not tenable inasmuch as
totalling iIs now gencrd ly done by all
banks with the helon of adding machines
and the incrcasc of a fcw more figures
does not alter the positions

(7) It is truc that buth authoriscd dealers
and thce Regional Offices of the Exchange
Control Department gencrally takc more
time for attending to the statistical work.
This is a scrious deficicney and is rcflected
in almost all arcas. Thc time-lag may be
rcauced only by rationalisation of the
total volumc of statistical work, morc
output and better supervision., The position
will not be particularly aggravated if the
R roturns arce received on a bi-monthly
basise The compilati.n of returns by
authorised dealcrs and thne consequential
work in the pepartmont at longer intcervals
will, on the other hanc, provide morc cusion
at all lecvels to complete the work, fully
and corrcctly, within the allotted time.

(8) Tho size of thuse rcturns is rather bige
The banke arce zcquired to use cunsiderable
quantity :f paper and do more typing worke.
The Exchange Control Department also needs
more snmace for storing the returnse There
will be an allround cconcmy of labour
and costs in the event of roc-scheduling
the flow of R returns.
The members of the Study Team have informally discussed
this point with some officials >f authorised dealers
and ¢ot a distinct impression that the proposcd change
will be mourc advantageouse. It is, thercfore,
recomrncaded that R returns may be sbtained on a

bi-monthly basis.
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7410 With the progressive delcgation of powers
to authorisced dealers, the audit of R returns has
assumcd considerable

Audit of
R rcturns importance. It has

also bocome necessary
tu introduce further elements of check in order to
verify whother there have been any transacti:ns of
a fraudulcnt natur., With those objectives in view,
the audit 2f R returns is now done in two stages

(1) Prcliminary audit, and

(2) Final deteiled audit.

<

o111 Uncor the cxisting schene, the preliminary audit
is conducted by a complement of staff wh: arc admini-
stratively delinked from the Exchange Control Departmert
and Linkcd with the Inspector at maj.r Offices and

vwith the Local ldanager at smaller Officese The main
purnose of the proliminary audit is 1o scgrcgate

the remittance forms and/or documents having signs

Of tamrerings of amosunts or other signs of a

sus2icicus naturc, The Cell for the preliminary

audit also cxcrciscs chccks on a few other routine
it.mse It is intended that the work relating to

the preliminary auvdit should be completed normally

wWitnin a wcek from the -ate of receipt of R returns
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from authorised dealers. In other words, this phase

of scrutiny should be over within a weriod of 12 days

from the date of expiry of the period to which the

R returns rclate (a cushion of 5 days is allowed for
authorised decalers for submission of the rcturns). 1In

the Bombay Office, the progress in regard to the preliminary
scrutiny of R returns has, however, been rather slow. At
one stage, returns and forms received over a perioad

of 3 months accumulatcd in the Preliminary Audit

Cell. Even though the number of checking officials

has since becen increascd and the concerned staff

have worked overtime for about 11 wecks, it has not

been possible to cle ar up the arrecars. The number

of forms, received in the Bombay Office and awaiting
scrutiny at thce preliminary stagc, was about 22,000 as

at the end of July 1975. As thc work rclating t> coding

of forms, compilation of varicus statcments and "
further follow=-up mcasurcs is taken only when the
relative forms/returns are rcleased by the Preliminary
Audit Cell, there hes been a resultant accumulation

of work at all thcsc subscquent stages. Since
compilation of the Balancce of Payments statistics
depends, inter alia, on the coding of R returns

and the relative remittance forms, the delay at the
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.operating stages in the Exchange Control Department
will crcate scrious difficultics in tinis rcgard.

In addition, onc morc problem has come upe If th;
irregularities detccted at the stage of preliminary
audit arc not rectified by the concerned wuthorised
dealers within two wzcks, the roturns/forms along
with copies of the rclative objection memoranda
should be released to the Local Statistical Sectiun
for further processing and also for the follow-up
action relating to thosc irrcgularitics. It has
not, however, becn possible for the Local Statistical
Section to attend to the follow-up action rcgarding
the irreqularitices detccted by the Preliminary

Audit Cell as it is rather difficult for them to
kecp a track of the particular returns/forms which
would be under various stages of processing. In the
abscnce of any concerted action by the Bank in this
rcgard, the defaulting authoriscd dealers arc ~lso
likely to by-pass the irrcgularitics. This position
is extremcly unsatisfactory and is requircd to be

remedied without delaye.



211

7e12 According to the cexisting instructi.ns, the
work »clating to the final detailed audit is under-
taken only when the entire range of statistical work -

~

cuding, chccking crding, nuting in registors,

©
[N

tc. -~ 1s over. Nu doubl, some time necessarily
clanses before tne final audit is undertakene The
gap found in the Dombay Office is, however, too widc.
It is understood that the detailed audit in respect
of the forms rclating tou period ended December 1974
nas :nly boen completed so fare As the main purpose
>f the final audit is t. verify whether authorised
dealers have exercised thelr powers within the
delegoted authority, tnis work is also sufficicntly
imoortant. If the detailed audit is exercised after
an unduly l.ng neriosd, the sceriousncess of the work
gots lost buoth at the level of the Reserve Bank

and at thc level of auth.rised dealerses The
irrcgularitics detected arc nst likely to be pursued
in many cascs boecause 3f the 'lack of involvement after
a widce time-gap. This delay at the stage of final
audit has becen furtner accentuated because of tardy

progress of audit at the preliminary stagee
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7413 The Study Team has given considerable thought
to this problem ancd fecls that the present procedure
Of dichotomy of audit by twu complements of staff
working under two administrative authoritics has to be
enageds  The Stoff Officers attached to the Preliminary
fudit Cell are requircd to scck guidance from the
Inspector/Joint Inspectur. It is quite likely

that the entire Inspcctorate may be fully cengaged

in their normal work in diffcrent departments and

at times, at diff:rent contros. Obvicusly, there

wil: be a hrg communicati :n-gap between the operating
statf in this Cell and tneir contr:lling authoritiese
This factor has c:ntributed (and will contribute) to

a lerg: ext.nt t. the prescent unsatisfactory positiun.
Since thwe orcliminary audit is an integral part of

the Jay=-to-day work, the responsibility for its
supcrvisi.n and c:ntrol should nccessarily vest in

the Exchange contr.l Department itself for smooth

flow of worke In fact, the Insncctor has already

macdce this recommendatione

7.14 In ~rder t, curb the noussibility of fraudulent
practices in the Bank, a package nrogramme comprising
>f crash audit, issuc ~f ncrmits on sccurity paper,

limitati n of powers .f the Officer-staff for approval
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of application/issuc c¢f pcrmits, circulation of
specimen signaturces of officials authorised to counter-
sign permits amongst the dcaling banks, compulsory
routing of applications through authoriscd dcalers

and test checks by senior officials has been
introduced. The risks of undesirable activities in
the Department have becen positively cuntailned as

a rcsult of these collective remedial measurcs.

It is nobscrved that o5nly routine irrcgularitics arc
being detected at the stage of preliminary audit.

It is considered that there will not be any undue

risk if the checks carried out at the preliminary audit
stagc arce cxcrcised simultancously with the firnal audit
after the processing of the returns/forms is over in all
respects. On the other hand, the bottlenecks presently
visible at the stage of prcliminary audit will go
altogether. It is felt that with the rcorganisation

of the work in the Statistical Section (vide paragraph
7422 below), the entire processing of forms and returns
will be ccmpleted within a peri.d -2 four wceks or

even less time. The integrated audit (preliminary
audit plus detailed audit) of the returns, remittance
forms and the connccted documents can be undertaken

immediately after that period., If this procedurc of
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combined audit is approved in principle, the Sub-scction
to bec assigned with the audit work may be asked to
record the date of rececipt of the forms/returns in
order to cnsure that they are delivered to them within
the stipulated periosde This procedure will be helpful
in eliminating delay at the intervening stages and will,
at the samec time, cnsure rectification of the irregularitics
detected in the returns/forms by the defaulting
authorised dealers. The audit w.rk can be divided
amongst the concerned Staff Officers (each to be assisted
by a Clerk) according to certain groups of banks, depend-
ing on the number of returns/forms\receiQed from theme
This practice will make the concerned auditing officials
specifically accounteble for the quality and quantity of
their output and they will also develosp an expertise in
regard to the operations of th¢ banks assigned to them
because of continuvus handling. The process of audit may
also be cxpeditied by slight amcndment of the procedure
as under :
(1) At present, the detailed audit sh.uld

cover 100 per cent of remittance forms for

value above Re20,000 and 10 per cent of

forms for values untd B«20,000 with respect

tc the remittances cffected by authurised

dealers under the powers delegated to them

and also under permits issued by the
Reserve Bank. Although the elements of
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sreliminary cudit, which has been designed
primarily t> detcct cascs of fraud, will

c .ntinue te be eoplicd tu the forms  °
covering remittances under permits issucd
by the Rescrve Bank, there 1s no need to
carry out any detailled audit in regard to
these cascg excenting the endorsement on
lump-sum pzrmits (c.ge. Students!'/Trainces!
permits, Bianket Permits and rocurring
remittances permits); and

(2)° In order t» censurc that the Rescrve Bank
permits enclosed with tiw returns actually
anpear in the rogister of permits issued,
it has becn stimulated that cach Scectisn
sh.ould maintain four sets of the reshective
r:gisters ¢o5 that three registers may
always bec retained by the Preliminary
Audit Cell. It has, h-~WOVOI‘, been found
that the remittence forms arce not mostly
rcceived in the Cell according to the
normal turn of the permit-recgister and
the issuing Scctions cannut als» make the
requisite registers avallable to them at
the particular time. The non-availability
2f permit-registers is a serious impediment
in the way »f cxpeditisus audit. This
Sifitculty will be overcome if the variosus
Sccti 'ng introduce Pen-carbon-scrcoll type
rogister to record the details of permits
issued by them and forward a copy thercof
t. the Audit Scctin on a day-to-day basise.

7.15 The Study Team has also examined the question

of changing
hange of Poriosdicity
of Returns the periodicity

of some other returns/steotements and recommends as
undcr

(1) Auth rised decalcrs forward two monthly state-
ments (vide pardgranhs 3 and 5, Sccti-n VIII
of thce Exchange ¢ontrol :anual) showing the
details of performance bonds/guarantccs
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cxccuted on bkehalf of (i) Indian exnorters
in favour of >verscas buyers and (il) con-
stituents >f thcir osverscas branches/corres-
.pondents in favour of residents of India,
for the duc »serformance of contracts, ctce,.
and the Regional Offices conduct post-facto
scrutiny 5f thosc statementse As no major
1rlcgular1ty scems t o have come to the notice
of the Department in this regard, it is
considered that the purpose will be scrved
cven if the statements arc obtained from
authorised dealers on a quarterly hasise

(2) Authovisced cealers furnish statemeats in
respect of roemittances effeccted by them on
account of imdorts under deferred credit
arcangeqcnts on a quartarly basis (c¢f. para-
arapn 16, Scction XXIX of the Menual) and
tiie Reglonal Offices forward copies of such
stotoments tv the Division »f Intcrnatiomal
Financoe (Eccnomic Department) direct. Ais
the data availabic from thesc returns arc used
by the Ecunumic Department in connecti:n with
cuom,rilati:n 2f the Balance of Payments
statistics, a reference was made by the
Study Team cenquiring whether it would have
any-vojectiosn if the requisite information is
¢ liected on a hali-yearly basise The
Ec.ncmic Department is agrocable to the
nroposed change and as such, these statements
may bo obtained from auth. rlsod decalers on a
nalf~ycarly basis,

(3) At prescnt, 2 cons-lidated statement giving
details of the balances and other assets
h¢ld by non-resident individuals/firms/
companies is furnished by authorisced dealers
on a quarterly basis. The concerncd accounts
are not listed individually for the »urpose
>f this statoment, but the totals of the
palances under eacih catcgory >f assets are
given sovarately under tFrce Asscts' and
'Blocked Assetst! and cla°51f19 according
T th~ c untry of recidence of the account-
holders /vide paragranh ll(a), Section
XX IX af The manualj Slncb those particulars
are collected more by way of infurmation, it
may be suffici:nt if this statemcnt is
obtained on a half-ycarly basise
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The Regional Offices are furnishing, on a
monthly basis, threce statemcnts relating to
the applications for remittances of

(i) commission, (ii) overprice and (iii)
quality, ctc. claims in respect of exports
from India. The.2 statements indicate the
nurber of applications roeccived, approved,
rcjected, returned under sbjection, ctc.

to enable Central Office to have an assess-
ment of the work handled by the Offices’

in this rcgard and to watchh whether the
rclative applications are being delayed
unnccessarily. The statements relating

to overprice and claims are supported

by sudnlementary statements in respect of
applications approved for remittancces of
Bs.1,500/~ and above. The pnurpose for which
these statements are obtained will continue
to be well-served cven if these statements
arc received on a quarterly basis. As the
unit costs of exports have gencrally gone
up in the rccent ycars, the supplementary
statements may be compiled in respect of

‘remittances for I.2,000/- and abuve.

In order to oversce the follow-up work done
in the Regi.nal Offices in regard to the
outstanding exports, the following statcments
are obtained by Central Office on a monthly
basis : )

(i) A summarised rcport india ting,
inter alia, number of warning
letters issued, number of exporters
who have f:iled to reply to the
warning letters issucd by the Bank,
number of exportcrs whose names have
bcen placed on the Cavtion List,
number of exportcrs w.ose cases
have been referrcd to the Enforce-
ment Directorate, number of export
outstanding cascs closcd, ctcs.;

(ii) A statement showing bank-wise break-
down of export bills outstanding;
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(iii) A statement sh.owing the total value
' of bank certificates submitted by
the large exporters ageinst whom
special follow-up mcasures have
been instituted; and

(iv) A statement showing the particulars
of fresh outstanding cases of large
exports subjected to special follow-
up measures.

In the event of introyduction of a modified GR ctce
Form Drill, as suggested in Chapter IV, Offices
will normally be required to initiatc follow-up
action in respcct of all outstanding export cases
in an intensive manner. It may, therefor:, be
sufficicnt if these statements are compiled on

a quartcrly basis.

Central Office is, at prescnt, forwarding two
statements to Government reclating to (i) remittances
reccived in India for investment purposes and

(ii) repatriation of foreign capital from India on
a monthly and quarterly basis respectivelye. Since
the cases in respect of which the particulars arc
embodied in these two statements are only a few,
Government have, in response to an cnouliry made by
the Study Team, adviscd that they arc agrecable to
recelve these statements on an annual and a bi-
annual basis rcspectively. The Economic Department
(Division of Internati.nal Finance) t. whom copics
of thesc statcoments arc endorsed has, on thc other
hand, no objection to the propssed re-scheduling

of the frequency on an annual basis (April-march).
In view, however, of the decision of Government,
the first statement may hercafter be compiled for
each financial ycar ending 3lst March and the
sccond statement for the half-ycars cnding 30th
Scptember and 31lst Marche

Offices arc furnishing a statcment on a quartcerly
basis, giving the number of counies of the Exchange
Control Manual held in their stock. This state-
ment may be obtained >n a half-yecarly basis,
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viith the passage ¢f time, some of the

statements/returns reccived or compiled by the Exchange

Control Department
Discontinuance .
of Statcments have lost their

utility. A fow

such scatements obtained from authorisced dcalers may

be discontinued, as indicatcd below

(1)

Under the mechanism of-the crstwhile Sterling
Aréa, a common Dollar pool was maintained by
the London Contr.l and member-countrics cwld
draw on that pool frecly to mect their bona-
fide rcouircements irrespective 5f their own
contributions. The Bank of England, however,
prescribed certain returns to overses the
operations 2f the member-countrics in this
regard. Accordingly, the Exchange Control
Derartment has been obtaining from authoriscd
dealers (vide paragraph 7, Scction XXIx of
the Mrnual) a monthly statement of crodits of
U.SeDollars and Canadian Dollars to their
accounts with overscas branches/corrcspondents
an. twe sunplementary statements, indicating
(i) purchascs »f these currencics from the

L :ndon Markcet/authorised dealers, and (ii)
sales tH the Rescrve Bank/authorised dealers/
London Markete. The Regional Offices of the
Department are, in turan, required to
scrutinise these statements and code the
relevant data befor: onward transmission to
Ceatral Office. Since India is no longer

a member of the Sterling Axca, these state-
ments have no significance at present.
Although autnsriscd dealors are still con-
tinuing to submit thesc statcments, the
Dopartment has st ped sending the summaxy
statcmonts t the Fank >f England. The Bank
-f Enclend is n t als> vursuing tne matter,
apparently due te the changed situatione

In view of this nosition, authorised dealers
may bo adviscd t2 discontinuce thesc statements.
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futhorised dealers arc required to submit two
monthly statcments giving details of (i) impourt
lecters of credit ojpencd/bank guarantecs issued
and (ii) im>rt letters of credit/bank
guarant.cs cancclled and outstanding (cf. para-
grairn 15, Sectisn XXIX of the Manual).
Similarly, a naosnthly statement is also
rececived from autiorisced doalers showing the
details of cxport letters of cridit adviscd
directly, »r through them, t» Indian cxportcrs
(vide paragraph 17 of the same Section). The
Regional Offices of the Department have been
advised t.- cude the relevant data and firward
the original chnics =f the statcments to the
evartrment of Statistics after prime facic
scrutiny. These stoti:ments d2 nst directly
s.rve any uscful purnose to the Exchange Control
Department. As tinc tabulations made from these
ststements arc ultimately forwarded to the
Ec.onomic Dupartment, » reference was made to
that Department cenquiring whetiher these state=-
ments ¢ uld be discuntinued, The Econuomic
Dchartment has advised that since the relative
tabulaticns preoarcd by the Department of
Statistics are roceived after a long time-gap
{it is understusd that the last tabulation
vwas made Tor the month 5f July 1972), they are
>f no practical usce The Department has no
objection if cuding of the cdata from the state-
ments rclating t both import letters of
credit and export lottors of credit is dis-
c.ontinueds The Dopartment »f Statistics has
also adviscd that cwnics of these statements
nced nut be sent t> that Department by the
Regicnal Offices' »f the Exchange ¢ontrol
Denartment, In view .f this position, these
three monthly statoments may be discontinued.

In additicn to the statement, referred to

in »naragraoih 7.15(3) abve, in resoect of the
balanccs =f non-rosident individuals/fimms/
cempanics, auth.rised dealers are also submittin
an.tncr quarterly statement /ide paragraph 11(b),
Sceti:n XXIX »f the ManualZ, showing the

aggrcgatc balanc.s »f private n.on-resident
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accounts at the heginning and end of each
quarter and the total cr»dits/withdrawals
made during that oeriod, As in the other
statement, the d2tails of this statement
are also classified aeccrding to the
country of residence of the relative
account-holders, without indicating the
particulars of any individual account.
Thcse statements are beina forwarded by
th2 Reglonal Officcs of the Exchanne
Control Department to the Department of
Statistics after coding the names of
authorised dealers and the countries,
Since the country-wise balances indicated
in the latter statement are also available
from the former statement and the
collective figures of all debits and
credits during a particular quarter
(shown in the latter statement) do not
serve any useful purnose, it is felt that
the latter statement in resvnect of the
Ordinary Non-Resident Accounts may be
discontinuecd,

Authorised dealers are, at wresent, sending
renorts regarding rupee travellers cheques
(encashable extcrnally) at two stages -

at the time of issue and again at the time
of reimbursement to the overseas branches/
corresnondants (vide naracra»hs. b and 7,
Section XV of the Manual), Since R-5
returns are incorporating these transactions
at the point of actual reimbursement and

as office conies -f the relative exchang
control nermits, whore issued, are enclosed
by the Department only at that time, the first
~eport is not »ractical ly used, This
renort,may, thercfore, be diswenscd with

and authorised dealers advised to surrender
the utilised exchange permits alona with

the relative R-5 rcturns.

In order to keep a watch on the realisation
of export bills, four statements are obtained
from authorised dealers (vide paragraph 29,
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Scctisn XVIII of th. Manual), as under :

(i) Quartcrly statements showing the
cumpletc cdetails of bills out-
standing beyond the prescribed
period;

(ii) onthly statcements giving particulars
of cascs which have become outstand=-
ing during the particular month;

(iii) #enthly stat.ments indicating the
cases reported -utstanding in the
previ us months but rcalised during
the articular manth; and

(iv) wonthly summary statement showing
the t.tal outstandings as at the
close of the previous month plus
fr.osh outstandings minus rcalisa-
tions during the particular month.

The first statemoint is quite exhaustive and very
uscful. In casc authorisced dealers submit this
statement in »rover time, the Contr>l will get
duc notice regarding the outstanding cases and
will be able t. initiate timely follow-up action.
Though the data available from the other threce
statements arce inf.,mative, no speclal use 1is
male of thuse details for the purpose of
frllow=-un actidn and these statements are also
received after considerable time-lag. The last
thrce statements nay he discontinuedes In fact,
discontinuance c¢f these statements will help
auth rised dealers compiling the quarterly
statemenc timely and »nroperlye.

Authorised dealers have powers (cfe. paragraph 40,
Scction XVIII of the iManual) tu issue certificates
in regard to the despatch of gift parcels without
complying with GR etc. Form prucedure provided,
inter alia, the value of contents does not exceed
l5¢300/~ and the export is made by parcel post or
air-frcight. The banks were having thesc powers
for a l.ong time, but the value limit for them

wos Me270/- onlye In Mey 1974, the value limit



(7)

223

was raised marginally to the present level
and authorised dealers were advised, for the
first time, to furnish quartcrly statements
showing the details »f such cases. It is
understood that n» casc of abuse of this
facility has come to the notice of the
Devartments These statements are now

simply filed in the Bombay Office. It may
be considered (in consultati.n with Govern-
ment, if necessary, at whosc suggestion

this st tement seems to have becen introduced)
whether this statement may be discJontinued.

The scheme of extunding forward exchange
contracts on roll-over basis in respect of
imports and cexports on deferred payment
terms was introduced in 1968, With a view
to assessing the extcnt to which these
facilitics were being availed of by
exporters or importers, two monthly state-
ments were initially prescribed (vide para-
graph 11, Sectiosn XXVIII of the ManualS,

as under :

(i) Statement »f roll-over forward
contracts (Salcs and Purchasecs
scparatcly) booked; and

(ii) Statement of outstanding roll-
over forward contracts (Sales
and Purchases scparately) at
the close of ecach month.

The same instructioens arc now being continued
on a long-term basis, although vory few
narties are availing themselves of these
facilities (prcsumably because of higher
costs on account of periodical extensions).
The statements, when rcceived, arce just filed
without any action. In fact, these state-
ments have hardly any usc nows Those two
statements may accordingly be discontinucd.
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Similarly, a few statcements compiled by the

Regional Offices and forwarded to Central Office may

also bc discontinued, as indicatced below

(1)

Every month, a statement sh:wing the number
of passagce applications approved, rejected,
ctce is received by Central Office, but no
action whatsoever is taken on such statementse
In addition, a composite statement, giving
particulars of students!/trainccs!/travel
permits issued and 'P! Form aponlicatiosns
a?prOVOd/rOchted, is sent to Central Office
for inclusion of the statistical material

in the Bank's monthly Bulletin. It is,
therefore, suggested that the former statement
may be discontinued.

The Regional Offices arc expected to send

two monthly statements rcgarding issue of
licences for import and cxport of gold coins
and articles (other than personal jewcllery)e
Normally, such cases arc extremcly fow
during tnesce days. Besides, this work is
centralised at the Bombay Regional Officece.

It is not nccessary for all the Regional
Offices t. furnish these two statoments, as a
matter of routine, to Central Officc. It
will be sufficient if the Regivnal Offices
keep a systematic record »f the licences
issued in these cascs so that the requisite
information may be obtained rcadily, as and
when nceded.

At present, four monthly statemcnts regarding
students/trainces are sent to Central Officc -
two separate comprchensive statemcnts in
respect of students/trainces proceeding for
the first time for higher studies or train-
ing, one summary. statement (country-wisc)
showing the total number of students/

trainces abroad and forcign exchange rceleascd
to them and anuther summary statement in
respect of the fresh students/trainces (for
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inclusi~n in the Bank's m:nthly Bulletin).
Cu-ics . the first two stateacats are
forwarded by Central Office to the Ministry
of Educatiosn, Government o»f India, and also
to the Indian High Commission in the U.K./
Indian Embassy in U.S.A. &S tne third
statement is morcly filed in Central Office
without any actisn, it is felt that this
statoment mav be discentinued. Since the
Recgional Offices maintain a systematic

record of all cases of training and studics,
tihe infomatisn contained in this statcement
may bce convenicntly obtaincd in casc of nced.

The Regiznal Offices arce required to forward
two nmonthly stetoments sihowing the detalls
of cascs invoulving release of exchange for
miscellaneous nurpsscs like Study Tour,
Conference, Emdloyment, ctce and for Busincss
DU IS SCS hise statements are quite
voluminous and cuntain columns t5 indicate
names/adcresses of the concernced parties,
purpsse of tacir visit, country/ies to be
visitod, durati.n of stay and exchange
rcleased to thems In addition, a quarterly
statement showing the Darticulars of cascs
wherce coxchange is releasec for medical
treatment is scent by the Regirnal Offices.
Copies of thesce statoements are also
forwarded by Offices to the 1lncal Enforce-
mecnt Dircctoratc. Since the relavant
narticulacs are rcadily available from the
nrescribed registers and the summariscd
inf_rmation is o>thexwisc furnished to
Central Cffice every month through a
comaosite statement Avide item (1) of

this paragraph/ and as Central Officc do

not take any acti:n on those statements,

it is of ns usc c.um»niling thoese 1ang
statcrients on a continuing basis. Thesc

may be discontinueds Where, however,
violation of any Exchange Cintrul Regulatins
is suspected, the details of such. specific
cases can be furnished to the Enforcement
Dirictorate at their rcquest. The Regional
Qfficcs may also rofor all doubtful cascs

to the Dirccturate with complete casc papcersSe
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hccuxmling Tt the standing instructi.ns,
Offices sh:uld furnish to Central Office

a guarterly statcment sh wing the details
of 2xchenge sanctioned t: Indian spurts
t.ans and sportsmen T r particivating in
tournameats abrsad. Thesc statements are
filed in Central Office without any actione
/s the requisite information can be readily
chrlleccted from the Regional Offices cven

at a shurt n-tice and such cascs arc
sbviously very few, therce is no> necd for
having any such statemcent un a regular
basis in Contxral Officce.

As scoparate remittances on account of Head
Officc cxpenses by the Indian branches of
forcign companie s are not allowed at present,
tuc quarterly statoments sh.wing the
sarticulars of such apglicatisns anproved

and rejectes noed not hercafter be sent

by the Regional Officces.

Offices arc furnishing to Central Office a
quartcerly stotement, giving the details of
dlanket cxchange permits issued/rencwed

~nd utilisations of such permits., In turn,
Central Office are also transmitting a
cunsvlidated repurt to Government on a
aquarterly basis. As obviosusly thesc returns
were »orescribed at the time of introduction
of this facility for the purpnsce of assessment
of its working, 2 refcronce was made by the
stuilly Team te Guvernment cnoauiring whether
thty were still iatercstcd to have this
reohort un a rcegular basise. Since Government
have advised that they do n>t require thesc
reports any longer, the statement need not
hercafter be sent to them by Central Office.

The Regisnal Offices have been sending a
quartcrly statcement in respect of the export
>f gift erticles by the memle rs of the
imerican Peace Corps Volumtecrs working in
India. Althuugh such cascs arc cxtremely
fcw (it is underst:od that only three cascs
viere renorted by New pelhi Office during
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1973-74), Offices have bcen sending

'Nil' statements, as a matter of routine,
at the ond of cach auart.r. There is
abeoylutely no further nced to have this
statloment.

(9) -0Officecs are oresently sending a quarterly
statement showing the details of exchange
scactioned t. Indian business houscs for
their overscas >ffices/subsidiaries and
in turn, Central Office forward coipies of
thesc st tements t> the Ministry Sf
Financc. As subsidiarics arc now allowed
to be opened very sparingly and since the
varticulars of remittsnce facilities
grantced for the >pening or maintenance of
2ffices abroad may nct be a matter of

continuing intercst to Governient, a
reforcnce was mace to them by the' Study
Team chquiring whether they would like
to have tihesc statunents on a regular
basis. anlo Government desire to know
the details in resyect of the overscas
subsidiarics, they are no longer
intercsted to have the information
reiating to the foreign :ffices of such
crapanics.  The Regional Offices may,
tnurchre, be advised t» incorporate
the particulars on account of overscas
subsidiarics »nly in the above statement.

(10) Duplicate copics of six quarterly statments (v1de

paragranh 7. 19 below)arce forwarded by
the Regional Offices to Central Office
for infommati.n. As no uscful purpose
is strved by transmission of such a

large nunber >f unpmcessed statements
to Central Oifice, they nced not here-
after be sent by the Regional Offices.

(11) Similarly, <unlicetc conies >f tw. annual
and three quarterly statcments indicating
the externzl ocrations »f the Indian
insurance organisatisns arc sent by the
Reginal Offices to Central Office after
scrutiny. /As no further usc of these
statements is macde at Central Office level,
they need n»t be sent by thoe Regi.nal Officcse
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In all the above cescs, the dealing officers may be

instructed t2 cnsure that the rcelative registers are

maintained properly and the entrics therecin ar: also

duly verified on a day-to-day bhasis,

7413 N> scrutiny »f individual transactions in

resnect of Non-rcsident (External) Accounts is under-
taken at prescent

- s r—

Hcturns 1n in the Bombay Officc.

Sclccted frcas

Scrutinx S>f

It is particularly
im ortzant to have a close watch on the operations on
these accounts inasmucii as the balances thnercof may
be remitted freely by authorised dealers without
vrior anproval »f the Reserve Rank and the accounts
may also scrve as a hot line for the speculative
investorse At the same time, the procedural
frrmalities in ressect of this facility have always
ty be kent simble in vicw Lf the ootentialities of
inward remittrnees from nin-resident Indians. Offices
may bce instructed to exercise 100 per cent scrutiny
of all Exchange Control forms /Form A7(C)7 reccived
frzm authorised dealors with the relative monthly

strtemcntse.
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With the incrcasing world trade, Indian

shipping comnanies have been consistently increasing

their tonnage capacity at a considerable forcign

cxchange outlay. In order to have an effective

control on the foreign exchange rcceits and disburse-

ments of the ocecan-going Indian vesscls, a nct work

0f returns has bcen prescribed as- indicated below

Ae Annual

(1)

(2)

Detd ls of vesscls owned at the beginning
of cach year; and

Summary (vessel-wise) of foreign exchange
earnings and disburscmentse

Be. Quarterly

(1) Deployment of vessels;

(2) Foreign exchange carnings and disbursements
(port-wisc and ship-wisec);

(3) Charter hire carnings and disbursements
on 'Time!' charter basis;

(4) Charter hire carnings and disburscments
on 'Woyage' charter basis;

(5) Foreign exchange reccipts and expenditure
on forcign vesscls chartcrod; and

(6) Summary of freight revenue and passage
fare earnings and disbursements
(company-wisc).

C. Monthly

Balances held abroade
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Most of the major shippiig companies arc operating in
the Bombay arca., It is observed that nonc of them

is compilinglall the statements according to the
nrescribed instructians or forwarding utiic <ojulsitc
supporting documents., The statements received in the
Bombay Regional Office arc not also being scrutin isecd
properlye. In fact, they have not been touched at all
during the last onc YOar or so., It is understood that
this situation has arisen due to the receipt of
incomplete statements, inadequacy of staff and lack
of operational instructionse As congiderable

amount of forcign exchange is carned and disbursed

by the Indian shipping companies, there is an
inherent risk of leakage of exXchange through this
channel unless a sustained follow=-up action is taken.
It appecars that some discussions were held in the
past with the representatives of the shinping trade
in order t, simplify the returns, but no nositive
decision cwuld be taken duc to various complexiticse.
The Study Team is also not in a poasition o offer

any recady solution to mect the situation. It is,
however, rccommended that scrutiny of the cxisting
rcturns should be undertaken on a rcgular basis

even if they are not completc in all respcctse
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Simultancously,

i)

frcsh attempt may be made at a
senicr level to reorganisc the relative reporting
system in view of its imoortance,

7420 A suggestion has been received from the
Depantment »f Statistics (two Officers >f the

Department of
Transfer of

Statistical Statistics are
Work to Denart- )
ment of Statistics attachced to the

Statistical
Scctions of the Exchange control Department at
Bombay and Madras) that the work ¢arricd sut by
the Statistical Scctivn of the Exchange Control Depart-
ment may be bifurcatcd int: twd distinct stages -
statistical wurk and audit worke Accoxrding to the
propesal, thg statistical work may be cntrusted
exclusively to the Statistics Department, while the
latter may be d.nc in the Exchangce Control Departmente
flthough, the stoff »f the provosed gtatisticel
Sectisn will functi:n in the Exchangce Control Depart-
ment, they will be subjected to tae administrative
control of the gtatistical Adviser. The suggestions

for trarsfer of the statistical work from the Exchange
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Control Department has been mocted brzadly by the
following considerations

(1) The staff of the Exchange Control Denartment
¢G> no>t have en.ugh background to understand
he transactions in the —crspecctive of
statistical proicessing;

(2) The statistical or:cessing f the rceturns/
statements may be dine at all levels by
the staff of tie Statistics Department
m.re cfficicntly under the suncrvision of
a 3enior Officer »f that Department;

(3) The indenendent Statistical Scetion will
be able to give sufficient attention to
tne coding work and t. ¢liminate delay in
the procussing -f kb returnss
(4) Bonk-wisc, sgtate~wise, period-wise or purpose-
wise data can be prepared by the Section
more quickly; and
(5) Cascs of wrong/incomplete rcporting by
auth:riscd dealers can be scrutinised
more convenicntly with the heln »f computer
or suitable tabulati ins.
7e21 The proprsal for simultancous working of two
distinct administrativce units on the same roturns/
foms in the same Department almost at the same time
will crcate vari.us practical difficulticse It will
not also be ccunomical to maintain two scts of staff
for the smaller offices like Ahmedabad, Bangalore,
Cochin and Kanpur where the volume of work is usually

lcss, nor the introduction of two scts of procedurc

for bigger and smaller offices will be desirablee The Study
Team is not, therefore, in favour of entrusting the stati-

stical work of the Exchange Control Denartment to the
Denartment of Statistics.
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In brder to kecp an cffective supervision

on the flow of work in the Local Statistical

Scction, the
Re-organisation of .
Local Statistical section Section may

be cut into distinct operational unics on the lines

indicated belw :

I. Receiving Sub-sccti .n

(1)

Authorised dealers have been advised to
send the prescribed returns/statements
(*Nil' advice in case >f n. transactions)
within the stipulated dates. As generally
these statements/rcturns arc n.t received
in time, the statistical pr.cessing also
gets delayed in the Rescrve Bank. Since
it is very necessary to issuc reminders

t> the defaulting banks in a systcmatic
manner, it is suggestcd that the Statistical
Scction may observe the following timew
schedules for this purpose

Date on which

Nature 5f rcturn rcminders to be
issued from the
due date

(i) Weekly/Trimonthly 7th day
(ii) Fortnightly 10th day
(iii) Monthly 20th day
(iv) Quarterly/MHalf-

yearly/Ycarly 30th day
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(2) As some time is lost in transmissi.n of the
rclevant documents to the dealing staff, this
Sub-scctiun should ensure that forms/returns/
statements reccived are daily passed on to
other Sub=-secctizns as under :

Nature of dnhcuments Sub-sectio>n to
which to be passed

(i) (a) Duplicate R Form Coding
rcturns along Sub=-scction
with remittance
forms

(b) Exports supplementary
statements together -do-
with GR ctce forms;

(ii) oOriginal R returns and Returns ¢oding
supplementary statements Sub-scctiun
regarding inward
remittances (for
Pse10,000 and above);

(iii) Statements in Statcments
prescribed forms; Sub-scction

(iv) Fully utilised Import Audit Sub-
Licenccs, wherc sccticn

reccived separately

II. Forms Co>yding Sub-sccti.n

(1) Under the »nresent system, coding of GR ctc.
export forms is doune under the supcrvision
of the Exports Scction and that of other
forms/returns is done in the Local Statistical
Sectione In vicew of the basic similarity,
the cntire coding work may be centralised
in the Lsycal Statistical Section, though
normally two different groups will attend to
the work regarding exnort and nun-exnort datae
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This intcgrati n will be helpful because -

(i) in thc cvent of uneven flow of work
relating t: cither of the groups,
the entirec work of this Sub=-section
can bc cquitably distributed amongst
all the codeors and chockers to ensure
maximum utilisati.n of their scrvices;

(ii) There will be better overall super-
vision :f thc coding work by one
Exchange Contr.l Officcr (instcad of
by tw. in tw. Sections);

(iii) As the progross of coding of the export
and n.n-cxport data will be, more or
less, uniform undeor this system, it
will be helful for the compilatiun
of the Balance »f Payments statistics;
and

(iv)  The drudgery of the work will be
rccuccd to a certain extent if the
coders and checkers are inter-changed
between the two groups periodically.

It has to be ensurced that the coding work is
kept absclutely un~-to-date. The forms/returns
cmanating from authourised dealers (to be
routed through the Receiving Sub-scction)

and the sriginal AR/EP/PP ¢tc. export forms
cmanating from the Customs/Postal authorities
on a paxticular doy should be distributed
amongst thc cgders cquitablys A very close
supervision will be required to be exercised
by the concernod Staff Officers, with reforence
to the prescribed rcgisters, t2 see that the
work o>f coding and checking is completed

>n a day=to=day basis. After tne coding,

GR ctc. export forms should be delivered to
the Exports Scctisn and the remittance

forms t. the Returns Coding Sub-secti .n

of the same Scction,.
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II1. Roturns CJQQYliggggpctiJn

(1) oOn receint »f tine original R returns, this
Sub-scction may promotly compile the Import/
Exort data and forwar! the same to the
Central Statistical Scctisn for onward
transmission to Governincnte

(2) [lccording to Lhe oxisting procedure, certain
vurchase items reflected in the R1, R2 and R4
rcturns arc coced. After coding the requisite
data, the originals of these threce returns
mev be scnt to the Central Statistical gection
straightway for further proccssing. The
sriginals wf RS returns may be utiliscd for
compilati.n of statements showing the
speratisns on Non-xesident Supee accounts
of the Bank of Foreign Trade of U.SeSeRe
and c.untry-wise data rolating to imports/
exoorts from/to the Bilateral Account
countrics before senling them to the record-
récimme  Similarly, the supplementary statements
regroling inward remittances {ls¢10,000 and
above) may also be passcd .n to the record-
rvom dircctly as soon as the relevant items
relating t these supplementary statements
are cpodad and n.ted in the prescribed registcr.

(3) Witih a view to cuomiling the prescribed
Purpcse-wise statoments, the relative items
may bce noted by this Sub=-scctian in the
apnropriate registers from the code shecets/
remittance forms received from the Forms
Cording Sub-sccti.ne The duplicate K returns
anc remittance forms may thercatter be sent to
the Audit Sub-scecticne

IV. Statements Sub-sectin

This Sub-section will undcrtake scrutiny of
all statements reccoived from authurised
dealers and thercafter consolidate the
rcguisite dats for submission to the various
authoriticse fis s20on as the consolidated
statuments arc prepared, tne individual
statements recolved from authoriscd decalers
may straightway bo sent t: the record-rooms
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Ve :['\U'J\i_t_ Sub=~sc C'ti{/ﬂ_

(1) On reccipt f the remittance foms/returns
from the Returns Coding Sub=-scction, the
integrated audit (preliminary audit plus
detailed auclit) may be undertaken promptly
by Staff Officerse. The irregularities, if
any, may be pointed out in writing and the
relative forms/returns gent to the record-
room simultencouslye

~~
N
~—

Along with the audit of remittance forms/
permits/returns, scrutiny of fully utilised
imrort licences and endorsements on the
bulk cxchange permits issued by the Reserve
Banit may be «d .ne by Clerks Grade I.

(3) Under the current instructions, auth:riscd
dealers are required to produce documentary
evidence in the shape of Bills of Entry/
Pist~l wranpers as evidence of import in
certain casese This is supposed to be
watcnhed by the Local Statistical Section,
but the follow-up action in this rcgard is
not satisfactory. In view of the importance
of this work, this Sub-section may keccp
cluse supcrvisi.n over the work tarvugh the
apropriate registerse

723 The Study Tcam feels that a very sustained
and analytical study of cach single statement or return

right from the first

Setting uy
JT a gocclal stage of comnilation

Committee

to the final stage
5f utilisation is necessary. Unless such a depth
2nalysis is made, it is not possible to .iake any
cffective c¢-ntribution t.war's rationalisation of the

cxistiag mass »f data. N fow ycars back, a high-
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powered team was set up to examine the possibility
of setting up of a centralised 'Data Bank' in the
Bank, covering, inter alia,the statements and
returns received by the Exchange Control Department
from authorised decalers. The study was unfortunately
given up after some months without any tangible
recommendations. A detailed study of the returns
and stotements has now become imperative to tone up
the system. It is recommended that a separate
comnittee compdrising of representatives from the
Exchange Control Department, Economic Denartment,
Department of Statistics and the Organisation &
ilethods Division may be set up exclusively to go
into the quesiion of rationalisation of returns/
statcments received and compiled by the Exchange
Control pepartment. A representative of the Foreign
Exchange Dcalers! Association may be associated
with the Comnittee in regard to the study of the
statements/returns emanating from authorised dealers.
Similarly, participation of a representative of

the Indian shinping comnanies may prove useful

while working on the returns reccived from thoese

companies.
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T 24 e recommcend that -

(1)

The R} rcturns may be compiled by
authoriscd dealers on a bi-monthly
basis instecad of on a tri-monthly
basis;

A system of integrated audit may be
introduced in place of the present
system of two-stage audit;

The periodicity of a few sclected
rcturns/statements may be
rc-scheduled;

A few listed statoments, which have
lost thneir utility with the passage
of time, may be discontinucd;

The Local Statistical Section may
be sub-divided into five opcrating
units for better supcrvision of the
work~flow; and

A Special Committce comprising of
representatives from the Exchange
Control Department, Economic

Dem rtment, Department of Statistics
and Organisation & Mcthods Division
may be set up to go into the
question of rationalisation of the
statistical worke.
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CHAPTER VIII

MANAGEMENT INFORMATION SYSTEM

8.1 The objective of a scientific Management
Information System is to provide information in a

compact form on
Introduction

all significant
aspects for purposes of formulation of policies,
regulation of work-flow, evaluation of performance,
anticipation of developments and for other decision-
making processes. This would, therefore, imply

that the requisite information should reach the
Management promptly'and regularly. The importance
of §uch a system for the Exchange Control Organisa-
tion needs no emphasis. Although the existing
returns and statements contain various types of

data and statements are also specially compiled

from time to time to meet some immediate needs,
there is practically no regular flow of information
to the senior levels. With a view to building up

an integrated Information System, there should be an
even flow of information. At the same time, care

has to be taken to ensure that the system does not
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become ‘stagnant o¥ overcrowded and that it is perio-
dically moulded to meet the changing requirements.
Be2 The inward letter-diary is an important
indicator for the Department. Even a glance will
give an impression whether any letter or application
is required to

Scrutiny of
Inward Dak be dealt with on

a priority basis.
Although Exchange Control Officers of certain Sections
scrutinise the inward dak daily, the system is not
being followed in many Sections. It is imperative
that all Exchange Control Officers should scruti-
nise the daily dak, particularly for the purpose of
segregating important or urgent letters and
applications. While going through the letters, it
may also be seen whether they are all inwarded or
not. This practice will enable them to see whether
there has been delay in any particular case »r any
compleints have been lodged by any party. The Study
Team recommends that the system of scrutiny cof
inward dak should be made compulsory and the
concerned Deputy/Assistant Controllers may watch

whether this practice is meticulously followed by
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the Exchange Control Officers.

8.3 At present, the Officers-in-Charge have no

mcans to know the position of work in the various
Sections in the

Statements of
Out standings absence of any

statements of
outstandings. Instructions have recently been
issued in regard to prcparation of fortnightly
statements of outstandings. The concerned Deputy/
Assistant Controllers may ensurc that the Sections
under their charge submit the fortnightly statements
cf outstandings on a regular basis and initiate
approﬁriate action in regard to the outstanding cases.
B.4 The Controller may receive quarterly

reports from the Deputy Controllers (through the

Additional/
Quarterly Reports
to Controllcr Joint Controller)
of Central

Office and from the Joint/Deputy/Assistant Controllers
of the Regional Offices, covering broadly the
following information:

(1) Number of letters received, lettcrs
outstandian%ﬁH"réﬁsGhs therefor;

(2) Number of returns/statements duc to
be received from various agencics (to
be spccified), returns/statements
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actually reccived and procecssed and
reasons for lag, if any;

(3) Number of statements due to be sent
to various agencies (to be specified)
actually sent and rcasons for default,
if any;

(4) Naturc of cascs wherc follow-up action
is required to be taken, approximete
numbcr of cascs (category-wise) where
such action has not been taken and
reasons therefor;

(5) Particulars of cascs referrcd to
Government but reply not received
in a month (applicable both to Central
Office and thc Regional Offices ) and
referred to Central Office but reply
not received in a fortnight (applicable
to the Regional Offices);

(6) sSignificant features/trends, if any,
noticed in any arca; and

(7) General observations (briefly bringing
out the special problems faced during
the period and possible remedics).

8.5 The data rcgarding foreign c¢xchange and
foreign trade are published regularly by the
Eccnomic Depart-

Data in Selected
Arcas ment in the

Bank's monthly
Bulletin, It is very necessary for the Exchange
Control Department to be well posted with the
overall triends of the Balance »f Payments, Balance

of Trade and Exchange Reserves, since these figures
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will bring an awareness of the coming events. This

apart, the Control should havc its own perspectives in

respect of other important areas. Having regard

to the current developments, the Study Team considers

that for the purpose of the Management Information

System, consolidatea data may be compiled in respect

of the following major areas:

(1)

(2)

The activities of the foreign-controlled
companies have attracted much attention

in the recent years and in fact, the main
thrust of the new Foreign Exchange Regu-
lation Act is to regulate the operations

of such companies and firms. A statement
showing, inter alia, the names and addresses
of such companics, their capital structure
(non-resident and rc¢sident share-holdings),
nature of activities, remittances on

account of profits/dividends/royalties,
technical know-how, imports/commission on
exports, etc., inward remittances on
account of exports, and loans and over-
drafts may be preparced annually. The
concerned companies may be grouped
according to the country of residence

of their Principal s/Head Office and
according to the nature of their operations;

In view of the §rowing interest of
Government and Parliament in the activie-
ties of large Indian industrial houses,
the Department should compile some broad
data, from the foreign exchange angle,
about a few selected companies (not
excecding 50 initially) belonging to the
leading industrial groups through appro-
priate questionnaires. The information
should relate to foreign collaboration
agreements (if any), agency arrangements
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(4)

(5)
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abroad for imports/exports and remittances
made to such agents, oversecas offices/
subsidiaries, foreign currency loans,
imports and exports and may be collected
on a yearly basis;

With the increased emphasis on the

promotion of joint ventures, consultancy
services and engineering contr-cts in
foreign countries, schedules may be drawn
up in each Regional Office annually,
indicating the names and addresses of the
concerned Indian companies/firms, country
where the ventures/services undertaken,
nature of operations, quantum of forecign
exchange/exports outlay, foreign exchange
liabilities (dircct or contingent) of the
Indian firm or company, particulars of
sharecholdings (in case of joint venturcs),
dividends/income earned and repatriated;

Since spccial incentives are being offered
to non-residents of Indian nationality or
origin regarding remittanccs to India, a
consolidated statement showing the parti-
culars of Non-Resident (External) Rupee
Accounts/Foreign Currency-denominated
Accounts, special accounts for purposes
of priority allotment of car/scooter,
cement and tractors may be prcparecd on a
quarterly basis. This statement may be
classified according to the country of
residence of the non-resident account-
holders/remitters and may include only
the number of accounts and aggregate

*balances outstanding at the end of each

reporting period;

Consequent on thc significant incrcase in
exnorts from India, various measures are

afoot to liberalise the exchange facilities
for largc exporters. It is necessary to

have a regular information on a quarterly
basis regarding the number of exnortcrs in
whose favour Blanket Exchange Permits have
beecn issued for the first time or renewed
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in lieu of previous permits, total
exchange releasc' and utilised;

On thc same ground, a greater
responsibility has now devnlved on

the Department in respecct of the
follow-up action in cases where

the cxport wvalue is not realised
within the prescribed time. A

report covering the cases involving

an export value of B.25,000/- or

morc may be prepared on a quarterly
basis, inicating the names and
aldresses of the concerned exporters,
commodity/ies, value, country/ies to
which exportcd, reasons for non-
rcalisatinn, action taken and proposed
tc be taken. The progress achiceved in
these particular cascs may be bricfly
rcflected in the subsequert quarterly
renorts sO long as the value is not
fully realiscd or the case is other-
wise closed;

"As the Indian shipping companies are
acquiring larger number of ships in

the recent years at " a considerable
foreign exchange outlay, a consolida-

ted statement showing the names of the
companics, outstanding balaznces of
foreign currcncy loans incurred by

them for purchasc of ships (indicating
thc original amount of loan, source,

rate of intcrest, terms nf repayment,
security offcrud, etc.), total
collcctions and disbursements in foreign
exchange, may bc preparcd on a half-
vearly basis by th¢ Bombay, Calcutta

anc Madras Offices (in whosc jurisdiction
the Head Offices of most of the leading
shipping companies arc situated). A
similar statement in respect of Air India
may also be compiled by thc Bombay
Regional Office.
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8.6 It will bc useful if the Devartment arranges
to get a regular flow of information in regafd to

exports -
Special Exports Data

exporter-
wise, commodity-wise and country-wise. Accordingly,
it is suggcsted that the Machine Section (Department
of Statistics) may bc rcquested to compile three
stetements on an anoual basis (a2s on 3lst Deccmber)
on the lines indicated below :

A, Commodity-wisc Exports - Year 19 .

Commo-iity Country Amount
Bse
(1) Tea (a) U.K.
(b) U.S.A.
(c) West Germany
etce
Dthers
Total
B. Country-wise Exports - Year 19 .
Countrx Commocity Amount
Bs.
(1) U.K. (a) Tca
(b) Cotton Textiles
(¢) Jute Manufacturcs
(d) Engincering goods
etc,.

Othcrs
Total
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C. Exporter-wise Record - Year 19 .
Name of the Commodity Amount
Exporter RSe

(1) XYz & Co,. (a) Tea
(b) Leather Goods
(c) Sniccs
ctc.
Others

Total

While the statistics pertaining to the first two
grouns are available from the publications of the
Director-General of Commercial Intelligence and
Statistics (DGCI&S), Calcutta, it is feclt that the
Dzpartment sheould have its own data based on export
rcalisations as reflectest in the Export Forms. The
necessity of building up exporter-wisc record was
considered earlier, but no decision could be taken
at thot time. The pronosel tabulations will provide
a go>! background material an?! will be a ready aid
for formulation or revicw of policies concerning
cxports. Thesc data will also help cxpeditious
cisposal of applications from exporters for travel
for export »nromotion, issuc of Blanket Permits,
onening of offices abroad, etc. It will, however,

bc a colossal task to compile data relating to all
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exportcrs, all commodities or all countries. For the
sakc of convenience, some cutoff points will have to_
be detcrmine” in consultatiosn with the Denartment of
Statistics and the Economic Department (Division of
International Finance).
847 It nrescnt, statistical data rclating to the
number »2f e¢xchange permits issued and the amount of
exchange released

Data Published in
the Bank's Bulletin for travel abroad

for various
purnoses such as studics, busincss, medical treatment,
etc. and the numbcr of 'P' Forms approved are
publishc¢ ! in the Bank's monthly Bulletin, It is
suggcstes thst thc numbcr >f FTS declarations
apnroves Jduring the renorting nerio! may also be
included in thc relative statement,
8.8 The Study Tcam has observed that the Depart-
ment does not make any comparative study of even the

important data

Nucleus of a
Data Bank on a rc¢gular

basis, unless
otherwise acdvise! to do so to mect any specific

need, It has been suggested (vide Chenter XII) that
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a separate Statistics Division may be set up in
Central Office, primarily to strengthen the
statistical basc of the Department. This Division
will have to ensure that the prescribed statistical
data are received from the various sourccs

according to the stijulated dates. A regular diary-
card system may be introduced to watch the receipt
of the prescribed statements/returns and to actively
follow-up the cases of default. Where routine
reminders fail, the matter should be taken up
promptly at a senior level, It has also to be
ensurcd that all data réceived from the branches are
consolicated, without any unreasonable time-lag,
irresnective of whether the information is required
to be furnished to any other Division in Central
Office/Economic Department/Department of Statistics
or Government. To make the tabulations more
meaningful, the figures for two back periods should
invariably be embodied in the summary statements,

In other words, the Statistics Division may develop
itself into a miniature 'Data Bank' so that the
recquisite information relating to the diverse aspects
af Exchange Control may be readily made available

to the Management or Government, for special studies
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or for answering the Parliamentary Questions. It

will, therefore, be necessary for other Divisions

of Central Office to encdorse a copy of each state-

ment/return collected and compiled by them directly.

In that case, the Statistics Division will be able

to oversee and co-ordinate the entire range of

statistical work in the Department.

8.9 Besides the flow of selected data, periodi-

cal discussions at thc various levels offer another
effective channel

Periodical
Meetings for the Management

Information
System. It will be useful if the Heads of the
Regional Officcs and Central Office Divisions are
in a position to meet the Denuty Governor/Controller
collectively once in a year for exchange of views
on organisational problems ancd also on the problems
affecting the various facets of the Control adminis-
tration. Such meetings arc arranged in all leading
financial and non-financial institutionélfor’befier'
understanding and for unanimity of approach at the
controlling level, The Heads of the Regional Offices

and Central Office Divisions may also arrange to have
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identical discussions with their juniors as frequently
as »nnssible. The pronoscrd collective meetings with
the operating staff will bc helwful for understanding
the work-nosition and communicating the guidelines

to them,

8.10 At prescnt, various data flow upwards from
branches to Central Office and the directions move

downwards from
Newsletter

Central Office
to branches. The underlying link and implications
of the instructions are not often understood at
the brdnches., It will be beneficial if a news-
letter is issued by the Controller, on a quarterly
basis, to bridge this gulf. The newsletter may
circulate the significant data regarding all-India
and region-wise operations of the Control (to be
nrepared by the Statistics Division out of the
various statements reccived from the Regiosnal Offices),
elucidate the backgrouna of major changes in resnect
of the »olicies and nprocedures and communicate the
leading national and international developments
having a bearing on the outlook and workig of the

Control.
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System,
(1)

(2)

(6)
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For thc cvolution of a Management Information
we recommend that —

Quarterly reports in respect of the listed
itecms may be received by the Controller
from thc Central Office Divisions;

Consolidate data may be compiled in major
specificd areas;

Special data relating to ex»norts may be
obtained from the Department of Statistics;

The Statistics Division may form the
nuclcus of a 'Data Bank';

Periodical mectings may be held at various
administrative levels for better apprecia-
tion of problems; 2nd

A newsletter on the developments in Exchange
ontrol may be issued by the Controller on
a quarterly basis.



254
CHAPTER IX

CUSTOMER _SERVICE

9.1 The Exchange Control Department is
esscntially a scervice organisation which caters

to the foreign
Introduction

exchange needs
of Government Devnartments, Public Sector Under-
takings, Indian and foreign companies/firms,
foreign tourists, diplomatic officials, business
executives and cross-sections of the public, The
services cover a wide and varied ranqge -—
approval of 'P' Form/FTS applications, release of
exchange for higher studies, medical treatment,
particimation in conferences/seminars, study
tours, membership subscriptions, travel for busi-
ness purnoses, issue of Blanket Exchange Permits,
import/export of currency, engagement of foreign
nationals, remittances of current income and
capital, despatch of gift articles, issue of
jewellety permits, specified matters relating
to import/export of merchandise, foreign invest-

ments in India and Indian investments abroad and
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a host of other problems, Obviously, therefore, a
large number of customers revresenting various
interests get in +touch with, or walk

in, the Department daily for information/guidance
and for pursuing their apolications. People also
come just to deliver or collect letters and forms.
The Denartment is rather a window through which the
Reserve Bank extends direct public service and accor-
dingly, the image of the institution depends, to a
great extent, on its performance.

9.2 Af present, there is no organised customer
service in its true sense in the Department. 1In

Amar Building and
Present Position

the Mercantile Bank
Building where the onerating Sections of the Bombay
Regional Office are situated, two different Enquiry
Sections arz working. These Sections are normally
placed under the charge of new and inexperienced Staff
Officers or at timcs, under scnior St-ff Officers
whose scrvices arc not scrhaps found useful elsea
vhere. It 'would, thercfore, be often
difficult fer thesc officials to tender satisfactory

advice on thc variousproccdural and intricate problems
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posed by the visitors, Nor do these officials
directly attend to the disposal of even very

urgent applications. Mostly, the Enquiry Sections
spend their time in distributing the presc- ibed
forms/questionnaires to the visit~rs or pass them on to
the Officers or the omerating staff inside the
Department,

9.3 The existing Enquiry Sections are also
woefully ill-equipned to offer even the minimum
amenities to the visiting public, Theremis acute
shortage of sitting space, furniture jnd fans, with
the result that quite a few of the visitors, inclu-
ding ladies, children and old persons, are required
to stand (often perspiring) for long periods to
collect their desired information or get their
immediate services done. In the absence of facilities
for writing applications or letters, peoole have
been found to place papers on their knees or against
the walls and scribble on them. As there are no
pupose-wise counters, the enquirers throng together
in a state of confusion. Sometimes, the waiting
crowd becomes exasperated and makes noises to attract

the attention of the staff working inside the
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enclosures. In the commotion so created, innocent
visitors generally suffer — the exerting visitors
often get preferential treatment and there have been
instances of pick-pocketing too.

9.4 In view of the unsatisfactory arrangements,
the waiting visitors become anxious to approach the
dealing staff directly for proper guidance or for
expeditious action. As the various Sections, spread
in different buildings and over different floors,

have several entry-points and there is no proper
system of gate-keeping, it is not difficult for the visitors
to find their way in. Due to the ineffectiveness of
the checking system, visitors also come to the Departe
ment throughout the day despite fixed interview hours.
Small pockets of crowds inside the enclosures,
particularly where the busy Sections are functioning,
are a common sight. It has been observed that
outside parties, more esmecially the travel agents,
move from desk to desk to chase their cases, In
consequence, the operating staff of these vulnerable
Sections cannot work with peace and they spend their
time mainly in attending to the visitors from

morning till late afternoon. Not only the regular
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cases get delayed in the process, passports, files

and otﬁer valuable documents placed on the tables

of the dealing assistants and Officers become

utterly exnosed to the unregulated incomers.

9.5 It has been found on close observation

that quite 2 sizable number of visitors come to the

Dernartment merely to make enquiries about the fate
of their

Time -schedule

for proccessing apnlications
ot applications

or to get them
expedited, They give various arguments, make
persuasions or sometimes, bring pressures through
other persons to achieve their ends. Under the
present proccdure, no time-limits have been fixed,
excenpting in the case of 'P!' Forms/FTS apvolications,
for disposal of cases. This is a serious deficiency,
as a result of which sufficient attention is not
given by the dealing staff to process the appli-
cations within a reasonable time and the members of
the plblic also attempt to have their cases
comnleted irrespective of the date of submission,
It is very necessary that some time-schedules

should he prescribed, at least for the more common
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items, in order to bring an awareness amongst the staff
members about the need for timely disposal of appli-
cations and to ensure that applicants are able to
know the fate of their apnlications on the expiry of
the stipulated period, As in the case of P Form/
FTS arplications, tokens may be issued for the appli-
cations of the specified categories, indicating the
neriod when the revnly will be due, The counterfoils
of the tckons will be attached +to the concerned
apnlications. These tokens will serve as a guide to
the applicants for the purpose of their follow-up
1ction with the Department and will, at the same time,
help the dealing staff 4, keeping a track of the
relative w»avers, Though it is very difficult to
indicate precisely any definite period for final
‘disposai of each single apnlication due to various
subjectivities, the proposed time-schedule will
positively ensure timely handling of the cases in

the Débartment. The Study'Team has given considera-
ble thought to this problem and recommends the
following time-schedule in resnect of the major

categories of apnlications:
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Nature of Application Time for
processing

(1) P Form/FTS Applications 3 days
(2) Medical Treatment abroad 2 days
(3) Business Travel 4 days

(4) Participation in Trade
Fairs/Exhibitions 2 days

(2) Blanket Permits -
(i) New Issues 10 days
(ii) Renewals 4 days

(6) Exchange for higher
Studies/Training 7 days

(7) Miscellaneous Travel
Applications (e.g, Study
Tour/Conference/
Specialised Training/
Travel by Journalists) 4 days

(8) J Form for taking out
personal jewellery 2 days

(9) Engagement of foreign
nationals 4 days

(L0) Emigration (with
'No Exchange'/
'Exchange on
Repatriation! basis) 4 days

(11) Transfer of assets
of retiring foreign
nationals 6 days

(12.) Transfer of legacies,
bequests and
inheritance 1 month



(17)

(18)

(19)

o)

(21)

(22)
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Remittance of surplus
passage/freight
earnings

Profits/MDividends
remittances

Royalty/Technical
Know-how remittances

Miscellaneous
remittances like
Advertisement/
Membership/Examination
Fees, etc.

Money changers! licence —
(i) First Issue
(ii) Renewal

Applications regarding
operations on Non-
resident Accounts
(including 'External!
Accounts)

References in
connection with
foreign currency
accounts/shares

Approvals for Joint
ventures/Consultancy/
Construction/Management
Services Contracts.

Iloans/Overdrafts
applications received
from foreign-controlled
companies,

Imports by
Post parcel

1 month

15 days

10 days

4 days

1 month
10 days

5 days

7 days

8 days

7 days

4 days



(23)

(24)
(25)

(27)
(28)

(29)

(30)

@B1)
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Payment of freight
locally for
personal baagage

Imports into bond

Applications from
exporters for allot-
ment of code numbers

Deferred Payment
Exports

CR Waiver cases

Export of Gold
jewellery

Remittance of
commission on
exports

Remittances towards
claims on exports

Extension of time-
limit for realisation
of exvort wroceeds

Reduction in bill
amount - in respect
of exports.

Registration of agency

agreements,

10

NOTE: 'Days' mean clear

working days.

days

days

days

days

days

days

‘days

days

days

-days

days
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9.6 The Enquiry Section should be thoroughly

reorganised so that 4§t is able to exténd

meaningful service
Formation of
Public Relations to the numerous
Section

customers by
explaining clearly the implications of the
regulations and the procedural details, Oftentimes,
the visitors do not know how to fill up a prescribed
questionnaire or precisely what documents are
reouired to be furnished., Effective assistance can
b2 given only if the Enquiry Section ig. manned by
knowledgeable, experienced, courteous and helpful
Officers and clerical staff. Their attitude and
performance will greatly determine the image of the
Department in the public cye and will otherwise
help its working. Not only the officials of the
Section should educate the public from the angle
of Exchange Control work, but they may directly attend
to cases where urgent action is reguired, For
example, if a patient desires to proceed abroad for
immediate treatment, the requisitc exchange permit may
be issued by the Enquiry Section itself, without

referring the appglicdtToR kS thHe. TmavSLigdeeilon. Similarly,



2¢4

apnlications for remittances for the import of
life-saving drugs, nassage awnplications of
persons who are anxious to undertake travel to
meet some sericusly ailing relative or for any
other emergent reascn, aoplications for release
of exchange for higher studies where the academic
scssions in the concerned overseas institutions
are to commence shortly, applications from
intending travellers for issue of jewellery permits,
from foreign tourists for reconversion of their
unspent rupce balances'in foreign exchange, from
journalists desircus of covering any international
event of immediate significance or any other
personal apnlication of urgent nature may be

dealt with by the Enquiry Section. This apart,
the Section (which should have the overall
responsibility for receiving all inward letters
and their Jistribution) may arrange jphfrénsmit
important and wurgent letters immediately to the
concerned dealing officials for the purpose of
expeditious action. These measures will ensure

prompt service in snecific areas and will, at the
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same time, be helpful in keening away the visitors
or travel agents from the operatinng staff, It is
felt that these objectives can be achieved only if the
existing Enquiry Sections are remodelled as a
comnact Public Relations Section and placed wunder
the charge of competent Exchange Control Officers.
These Officers may alsc attend to the nublic
complaints, on a priority basis, by calling for the
relat ive case papers and/or heolding discussions
with the dealinq officials, In fact, such full-
fledged Public Relations Sections are functioning
in Trade Control, Customs, Income-tax and other
Public Service organisations.
9.7 It is equally imnortant to see that the
lounge for the visitors 1is arranaed in a decent
manner with more
Better

T—— 0} -
amenitiles sittlng snace,
To be provided

better vnrovisions
for writing letters, etc. and also a self-
operating public telephone ( many visitors seek
assistance of the Depnartmental nhones to contact
their office, bank or any other outside agencies

in connection with their work in the Reserve Bank),
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The existing horizontal counters should also be
re-structured vertically according to various
subjects - P Form applications, FTS avnlications,
Miscellaneous Travel Applications, Exvort
Enquiries, General Enqguiries and Teceiot and
Delivery of letters. This arrangement for
pusposewisee counters will divide the crowd in
different groups and the enquirérs will be able
to get quicker service, These measures are, no
doubt, conditioned by the availability of more
space whére a centralised Public Relations Section
may be set up, It may be futile to make attempts
for any such basic changes in regard to the
€ounter service s0 long as the various onerating
Sections are scattered in different buildings. To
Treorganise the system, thé Bombay Regional Office
where most of the visitors come should be housed
in one building, (Please also see Chapter XII).
9.8 Théugh there is an imperative need to
reorganise the services at the counter, it has also
to b2 ensured

Adherence to fixed
vislting hours that the

visitors do not

have unrestrictéd access.to the Department, as at
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present, even after the usual interview hours. If
outsiders, particularly travel agents, continue to
come beyond the scheduled hours, the work gets
much dislocated. Oftentimes, the dealing staff
cannot process the normal cases due to this
disturbance and in effect, cases of the innocent
parties who choose to contact the Department only
through letters, get delayed. 1In the interest
of the customers of the latter category, visitors
should be persuaded to adhere to the fixed business
hours, Where, however, nrior apnointments have
been fixed with any Officer, the concerned
visitors can ‘come at the appoinfed time.
9.9 These internal measures will, no doubt,
produce a favourable imnmact. It is, however,
considered that

Publication
ot Brochures if brochures are

published in simple
and non-technical language in fesnect of-the
common items of work with which the pugiic are
mostly concerned, the present and potential

customers of the Department will get a lasting



268

benefit, They will be able to understand, on their
own, the conditions under which one would be eligible
for the specified facilities, the forms/question-
naires to be completed and the requisite documents
to be submitted. Such simnle brcchures will
definitely remove many doubts of the average men

and will thus reduce their visits to the Department
for the purpose of information or clarifications.
Two brochures relating to the facilities available
to exnorters and to students/trainees, published
some years back, were found to be quite .useful., It
is wvery necessary that these two brochures are
updated and a few new brochures, covering subjects
like P Form/FTS applications, operations on Non-
resident accounts, Travel for Study Tour/Conference/
Seminar and other miscellaneous purnoses, setting un
of Joint Ventures and undertaking Consultancy/
Engineering services or Turnkey Projects abroad,
Investments in Indla by Non-residents, are published
by the Denmartment at the earliest opoortunity and
revised from time to time on a regular basis, Since
these brochures should be low-priced in the wider

public interest, the Bank may have to bear a
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substantial portion of the cost cf their publication.

9,10 We, therefore, recommend that —

(1)

Time -schedules for the purpose
of processing the applications
of some specified categories
may be prescribed;

A compact Public Relations Section
may be set up;

Better physical amenities may be
provided to the visitors; and

Low-priced brochures covering
some common items of work may
be published,
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CHAPTER X

MAINTENANCE AND DESTRUCTION OF RECORDS

10.1 In an organisation like the Exchange Control
Department, where essentially work of secretarial
type 1s performed, the system of record keening is

very important.
Introduction

The records give
out precedents, guidelines, statistics and other
key information. The Department has, however,
doveldped almost a love for the antiques and
amassed huge volumes =f files, registers and
forms. Thcse records, both old and new, are now
overflowing all the record-rooms, racks and
almirahs of the Department. They are even piled
above the cupboards and scattered helter-skelter
on the floors. The system is in a statc of
utter coﬁfusion. The file-registers are not
properly maintained in many Sections where such
registers are maintained, the files are not
arfangad'serially. It has been noticed that even
in a few imnortant Sections (e.g.Travel, Exports,
etc.), filing vork is pending for months.
Considerablentime is,thc¢refore, wasted in tracing

out the back papers for attending to letters
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and applicaﬁi@ps and occassionally, cascs are

Cisposed of , without consulting the previous papers.
10,2 To a great cxtent, this has happened as

a result of the mounting records. The Department is
rcceiving larger number of GR Forms :due to cxtensive
export efforts and morc returns/statcments due to
incrcascd numbcr of authorised dealers (number of
their branches is also steadily increasing), money-
changcrs, tmvel agents and airline/shipning companics,
There has also been a spurt in P Form/FTS apnlications
and apnlications for rcleasc of exchange on export.
nromotion grounds during the recent years., Even
othcerwise, the work load has increased generally in
othcer fields., Though the recor's arc multinlying,

the storage snacc has remained constant and even the
destructinn nrocedure has not been changed.,

10.3 At present, the Denartment sets up a Special
Section every year for a perisd of six months or so

Working of for attending to
Special Section

the destruction
of ol records., This Section collccts the requisite

recor's, which become due for destruction, from the
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rccord-rooms and the opcrational Sections,
¢xamincs them in order to take out important
papers, obtain orders for dectruction and
thercafter disposes them of finally., Due to
¢normous vilume, it is not always possible
for this ad hoc Section to complete the
nrocessing in respect of all the records which
beeome  ue for ~“estruction. The Section also
exoeriences difficultics in handling the
unlisted reconrds., It oes not obviously take,
nor is normally exnected to take, any actisn
for arranging the rccords systcmatically or
servicing them.,

10.4 An cfficicnt record-service
contributes directly and proportisnately to
the “fficiency of the Department. It is very
neccssary to ensure that filinog is kept
absolutely u-to-date., All thc files should be

Arrangement of page=-numbc red
T¢cords

and properly
indexed., Under the prcsent system, the
rusoonsibility for filing has becn given in each

scction to a Clerk other than the Clerks who
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attend t> the corresnondence. This practice is
not working well, Each Clcik’should file the
letters dealt with by him at the end of each
day. He will know bettecr where to file the
letters and which connected letters are to be
in“exed, In officer-oricnted Sections, this
w>rk will, no <oubt, be done by the supnorting
clerical staff, Each Section should have an
in“enendent File Registcr whercin brief particulars
of the fil.s will bc entercd as soon as they_are
onencd, To avoid any confusisn, the »nerind of
prescrv-tion may also be indicated on the face
of cech file and against the rcl-tivc entry in
the register right at the time of its opening,.
The fiks shoul- be arranged in » scrial order
and whenever any file 1is given to any other
Section or transferred to the record-room,
suitablc remarks may be recorded. For the facility
of handling, only current filcs and registers
shoul! be kceont in the Scection. Where, howéver,
rccord=rooms are situated in the proximity of

the operating Sectinns, current records mey also
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be stored there partially or fully. But the
current and old reccrds kent in the record-rooms
must be arranged Scction-wise in an urdcrly
manner,{returns/statememts, procecssed GR Forms
and registers being stocked period-wise, As
the Department is facing acute shortage of
space for storing the records, provision for
more space for.this purposec has become
imperative.

10.5 Having regard to the constraint

of space and increasing volume of records,

it is considered necessary to re-schedule the

period of their preservation., All items of

Period of records have to
Preservation to be -
re-scheduled be closely examined

from this angle,
The Study Team, has, however, examincd the more

voluminous items and recommends as under :
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Description Present Suggested pcriosd
period of of preservation
prescrva-

tion
(1) GR/EP/PP etc. 2 years 1 year
Forms (from pro-
complete stage)
(2) Short-shipment/ 2 years -do=-
Shut-out Notices
(if not dis-
continued, as
suggested
el sewhere)

(3) Control Sheets 2 ycars 6 mopths
in resnect of (from the date
GR c¢tc. Forms PP of scrutiny of
(if not dis- - the relative
continued,as export forms)
suggested
elsewhere)

(4) Code Sheets 3 years 1 year

(5) Stateme nts 3 years 1 year
regarding over-
due export bills
received from
authorised
dealers.

(6) R returns 2 years 6 m>nths
(after final
audit)

(7) Other statements 3 years 6 months

received from (after
authorised consolidation)

dealers



Dcscrintion

(8) 'P* Form
applications

(9) FTS applica-
tions

(L0) Statements
regarding
passage/
freight
collections
by airline/
shipping
companies
and travel
agents in
Inlia.

(11) Statements
reccived
from moncy-
changers

(12) Statements
regarding
collections
anad dis_
burscments
in foreign
exchange by
Indian
shipping
compranies

276

Present
period of
preserva-
tion

Suggested period
of nreservation

3 years

3 years

3 years

3 years

l year

(from the date
of compliance
with thc special
conditions,
where so pres-
cribed, and from
the date of
aporoval/rejec-
tion in other
cascs)

l ycar

1l ycar

(from the date
of apnroval of
remittances in
the case of
foreign carricrs
and from the
datc¢ of scrutiny
in the case of
In'ian carriers/
travel agents),

1l year
(from the date
of scrutiny)

-dO-
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Description Present Suggested period
period of of preservation
preserva-
tion

(13) Statcments 3 yecars 6 months

reccived (from the date
from Indian of scrutiny)
Insurance

organisations

In casc any form or document is needed in connection
with any court case orx special investigation and
notice 1s received within the prescribed ncriod, the
relevant forms, etc. may be scgregatcd and filed
scnarately until at least a ycar has elapsed from
the date of completion of the rclative case or
investigation, |

10.6 Despite thesc measures, quiteca gizable
volume of rccords is required to be preserved

Microfilming nermanently in order
of records

to keep a track of
the changee in broad nolicics and procedures and
also of the significant particulars rclating to
foreign-controlled comnanics/firms, large In-ian
busincss houses, Indian enterprises abroad and cven
of individunls in areas like rcmittances of canital/

current income, h»nl-ing of foreign currency assets,etc.
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In the context of the present-cay volume

it is beeoming increasingly diffiault to
maintain such records systematically on a
long-term basis through the mechanism of

files and registers. Apart from the risks of
loss or misplacement, the constraint of space

has come up very much on the way. It is
considered that microfilming of these important
records may be started on a selective basis,
Perhaps, a centralised arrangement in respect

of the valuable records of all the Departments

in Bombay will be economical and administratively
more convenient. Though this will involve

some additional capital and recurring expenditure,
it may be eventually beneficial if the costs
regarding space, periodical servicing and other
incidentals are taken into account. It is
understood that some leading commercial organisa-
tions and a few S¢ate Governments {e.g. Gujarat
Government) have introduced this system. The
feasibility of this Scheme may, therefore, be
examined separately by the Organisation and

Methods Division,
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10,7 In ordér to look after the whole gamut of rccord-

keeping, a permanent Section (with one Staff Officer

“twWo Clerks
Creation of a
permanent and a!Peon) may be
Records Section

created in the
Department (administratively this unit may be linked
with the Administration Division). The concerned staff
will move from Section to Section to verify whether
the files and registers have been indexed, page-
numbered.and arranged properly and whether the
records have all been listed in the apprOpriaté file
register. The Scection will simultaneously segregate
the records for the purpose of destruction and remove
them altogether to a separate cage for final disposal
in sizable lots, Similarly, the overall charge for
maintenance of records in the various record-rooms
should be assigned to this Section, It will also be
the responsibility of this Section to see that files;
registers or forms are not piled on the floors or
above the cupboards and that the Department looks

neat and +tidy in this regard.



280

10,8 We recommend that -

(1)

(2)

(3)

The prescribed period of
preservation of listed
records may be re-scheduled;

The feasibility of
microfilming the selected
records may be examined
by the Orgenisation and
Methods Division; and

A permanent Records Section
may be created to look after
the maintcenance and
destruction of records.
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CHAPTER XTI

TRAINING FACILITIES

11.1 Consequent on the introduction of new
stetutory nrovisions for requlating the activities

of foreign-controlled
Intrcduction

companies, implementa-
tion of wvarirus measures for promotion of export
of Indian merchandise and technical know-how,
adoptinn of fresh strategics (including facilities
for opening foreign currency accounts in India) for
better infiow of funds from non-resident Indians,
necw orientations in the internaticnal financial
svstems, frequent fluctuaticns in the exchange
rates, recognition of a greater need for prevention
of leakage of foreiogn exchange and other recent
developments, the Exchange Control work has become
more complex and sophisticatecd. 1In order to
eguin the personnel of the Exchange Control
Department to meet these challenges and
responsibilities in an intelligent and efficient
manner, new training programmeés have become

imperat ive,
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11,2 Until a fow years back, the clerical and

supervising staff of the Department in Bombay had a

scnarate seniority and could necessarily develop

an expertise in the work of the Control due to their

continuous association. Even the comnlexities were

much less than at rresent. With the introduction

of inter-departmental mobility at the junior levels,

this benefit of in-built specialisation has gone,

Since the »rinciple of combined seniority has now

come to stay as a nart of the wider personnel

nolicy, new measures are narticularly needed to

maintain at least a minlmum level of efficiency.

11.3 The integrated training programmes presently

ccnducted for the clerical staff at the Zonal Training
Centres and for the

Snecial Induction
Programme surervisory staff

at the Staff Training
College cover very hroadly the nolicies and procedures
of the Exchange Control work. It has been found on
exnerience that these training programmes, though
otherwise useful, are not adequate for equipping the
new and inexnerienced staff to undertake the actual

desk work in the Exchange Control Department. At
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the same time, it will not be desirable to
inject too many technical detai}s of any
particular department in such broadebased
programmes. These training programme will

then be lop-sided and may accordingly fail

to create sufficient interest among the various
participants. It is, therefore, necessary to
introduce an intensive induction programme-

for the new entrants(on transfer or on recruit-
ment) within the periphery of the Departme nt
jtself. Since this special progrémme will

have exclusively an Exchange Control bias,

this will be conducted mainly by the Officers
of the Department. Its coverage -may broadly

be as under:

(1) Evolution of Exchange Control in
India;

(2) Provisions of the Foreign Exchange
Regulation Act, 1973;

(3) Organisational set-up of the
Department;

(4) Elucidation of the provisions of
the Exchange Control Manual and the Book
of Instructions, with narticular
reference to -
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(a) Monetary arecas and prescribed methnds
of payment;

(b) Authorised dealer- and money-changers -
their broad functions and responsibilicvies;

(c) Provisions relating to impo-ts and
exports;

(d) Definition of gold and foreign currcncy-
their import and export;

(e) Travel facilities -

(i) without exchange - 'P' Form/FTS
applications;

(ii) with exchange - business travel,
studies/training, study tour/
conference/seminar, medical treat-
ment, pilgrimage, etc,

(f) Forcign nationals - engagement, remittance
of current income and retirement;

(g) Non-resident accounts - bank and personal;
(h) Foreign investments in India - remittances
of royalty/technical know-how fees and

dividends/profits and repatriation of
capital;

(i) Indian enterprises abroad - Joint Ventures/
Consultancy/Engincering Serviccs
contracts;

(j) Forward exchange facilities;

(k) Loans and overdrafts;

(l) R returns and other major returns and
statements.

(5) Functional relationship between Exchange Control
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and Trade Control/Customs/Forcign
Exchahgc Enforccment Directorate/
Ministry of Finance(Department of
Economic Affairs):
(6) Explanations rcgarding Balance of
Trade, Balancc of Payments and
Forcign Exchange Reserves; and
(7) Important functions of the
international institutions like
International Moncetary Fund, Inter-
national Bank for Reconstruction and
Development, International Development
Asgociation, Asian Development Bank
and Asian Clearing Union.,
The number of participants for each such course
should nat excecd 15, cemprising of 12 Clerks
and 3 Staff Officcrs. Such smaller groups
will ensure bettcr involvement of the trainees
and will not also causc any undue strain on the
staff-position of the Department. This
programme may initially be organised only for
the Bombay-based staff and its scopc extended
gradually to cover the staff of the other
Regional Offices also. Tc make it effective,
the coursc may hzve a duration of three weeks
only.
11.4 The work of the Exchange Control Depart-

ment is of a specialised nature and is based on
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fast-changing riles and regulations. Oftentimes,

new Officers find
Provision for

Understudy difficulties to

adapt themselves
in this Dcpartment and become somecwhat diffident.
It will bc useful if thce Officers, who do not have
adequate exnerience in the work of the Control or
have becn away from thc Department for about three
ycars, are given an understﬁdy time, varying from
7 to 14 ‘ays, beforc they actually commence their
work. This system would help the new incumbents
to familiarise themselves with the pattern of work
to be handlcd by them immediately, Facilities for
understudy are now being provided to the Officcr-
staff in some othcr denartments. It is suggested
that this procedure may be introduced in the
Exchange Control Departmcnt also.
11.5 The Foreign Exchange Course presently
conducted in the Bankers' Training Collcge »crmits

very limited particination(only one 'B' Grade.
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Officer at a time)of the Exchange Control

Department. This
Spccial Foreign

Exchange Coursc, course is also

designed mainly
to cater to the needs of Officers of the
commcrcial banks. A special Foreign Exchange
Course of 4 to 6 wecks' duration may be organised
to cover exclusively the Officers in Grades 'A!
and 'B' attached to the Department. The proposed
course may give more emphasis on the nroblems
which are required to be handled from the angle
of Exchange Controj though the operations of
authorised dealers (- and money-changers ) in regard
to cdocumentary crodits and exchanae dealings will
also have to be covered. It will, nc doubt, be
necessary to make analytical studies of the
provisiosns of the Foreign Exchange Regulation
Act, 1973,and the Rules framed thcreunder,
Exchénge Control Manual/Book of Instructions
and Trade Control/Customs Regulations. A few

case studics covering some cases actually dealt
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with by the Department should also form part

of this programme,

11.6 This course will necessarily have to be
designed and organised in consultatinon with the
Training Divisi»n of the Department of Adminis-
tration and Personnel. Since the services of
Officers of thc Central Exchange Control Depart-
ment/other Central Office Dipartments and of the
lecading commercial banks are available more
conveniently at Bombay, it may be explored whether
this programmec may bhe conducted pcriodically at
the Bankers' Training College,

11.7 The Exchance Control Department un-ertakes
perio-iical inspection of authorised dealers,

indevendently or
Practical Training

jointly with the
Department of Banking Operaticns & Development.
Under the new Foreign Exchange Regulation Act,
powers have also becen taken to conduct inspection
of ~irlingGhipping companies and travel aéents.

In vicw of the various intricacieg of the relative
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operations, it will be helpful if Officers

of the Department are given facilities, on a
selective basis, to have some practical training
in the relative fields as indicated below:

(1) Officers in Grades 'C' and 'D' should
be deputed to any major commcrcial bank
for a period of two weeks to study the
working of their Foreign Exchange
Department, particularly exchange
dealings (includingover operations),
handling of GR,etc. export forms,
treatment of export/import bills and
compilation of returns relating to
Exchange Control.

(2) Officers in Grades 'A' and 'B', connected
with inspection of banks, airline/
shipping companies and travel agents,
may undergo practical training in some
mediumsized commercial banks(where
the range of foreign exchange operations
can be appreciated more quickly than
in bigqer banks), Air In-ia, Shipping
Corporation of India/Moghul Line in
order to familiarise themselves with
the specific aspects which are relevant
from the angle of inspection, It will
be adequate if the concerned officers
are allowed to spend two weeks in each
organisation for the »urpose of this
training,.

11.8 The formulation of basic p.licies and
procedures in regard to the administration of
Exchange Coptrol depends, to a considerable
extent, on the
Study Toug

first hand know=

ledge of the trends in the leading international
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markets (c¢.g., London, New York, Frankfurt, Zurich,
Tokyo) and also the various techniques applied in

the developed countries to meet the changing
situations. A system of regular link with some
well-reputed institutioéons in the developed

countries will be immensely helpful for such
objective assessments, It is felt that Senior
Officers of the Exchange Control Department may

be given facilities to undertake study tour for

six to eight weeks for this purpose. The Officers

to be so depnuted may generally familiarise themselves
with the methodology of work in the selected
institutions and particularly, record special reports
on snecific areas as may be assigned to them by

the Department.

11.9 ‘Besides the various organised training
programmes, the staff of the Denartment should be

rotated periodically from onec Section: to another.

_ "This. rotation will
Rotation of Staff ‘

help them getting
an overall view of the working of the Department

and will thus make the work more meaningful to them.
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Though no rigid time-schedule can be drawn for
this purpos., it 1is suggested that the following
nrogramme may be gencerally observed:

Designation Periodicity

Deputy/Assistant Controllers 2 years

Exchange Control Officers 1% years
Staff Officers 1l year
Clcrical Staff 6 months

(on cach desk)
11,10 In order to facilitiate the work, each
Section should bc provided with a copy each of the
Exchange Control

Codification of
Instructions Manual and Book

of Instructions,
Many Staff Officers are¢ not, howcver, presently
having copies of the Manual since the stock of
this publication has bcen exhausted. It is
essential that all opcrating Sections should have
copies of these two basic publications for their
guidance., There is a general complaint that
copies of circular instructions issucd from time
to time arc not also supplied to the dealing staff

in time. Non-availability of the circular
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instructions also causcs constraints for efficient
working. It has to be ensured that each Section
madntains subject-wisc circular filcs for ready
reference and carries out the requisite amendments
t> the Manual and the Book in order to keep them
absolutcly.up-to-date,
11.11. As the instructions embodied in the Book of
Instructions and Central Office circulars do not
precisely indicate

Prccaration of
Job Cards the details to be

performed by each
dealing €.erk/Staff Officer, job specification cards
for each item of work may be prepared for their
~guidance., It is understood that a few major banks
(¢.g. Bank of India) havc already introduced this
system and found considerable benefit, The cards
will indicate the successive stages of processing
of applications and also the rcgister/s where the
requisite particulars arc to be incorporated. These
details will keep the dealing staff always on the
right track and will thus reduce the chances of

omissions or commissions, Spccimens of two job cards
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are given at the end of the chapter. It is
reccommended that such cards may be progressively
prepared in the Denartment in respect of the
more c>mmon items of work in order to have
prompt, accurate and metho-dical disposal of
applications,
11.12 The Department is nresently having a
skcleton library wherc only A few books on
Economic Principlecs, Foreign Exchange operations
and other allied

Well-Stocked
Library subjects have been

kept., It is
necessary to build up this library properly with
newer »nublications so that the intercsted
staff members may conveniently read, or consult,
these books and publications in order to
improve their fundamental knowledge. In ad<ition,
adequate copies of leading economic journals
and periodicals(including -dailies), both Indian
and foreign, should be kept in the library
for the bencfit of the general staff. In order

to selcect proper books and periodicals and to
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managc the librsry, 2 small Committee may be sct
up in the Department.
11,13. We, therefore, recommend that -

(1) A short-term special induction
programm¢ may be organised in
the Exchange Control Department
for the new Staff Officers and
clerical staff;

(2) Spccial Foreign Exchange Course
may be organised in the Bankers!
Training College exclusively
for Grades 'A' and 'B' Officers
of the Exchange Control Department;

(3) Arrangements for practical training
in commercial banks, Air-India and
the 8hipping Cerporation of India
may be made;

(4) Facilitiecs for study-tour may be
provicded to the Senior Officers
of the Dipartment; and

(5) Job specification cards may be
prenared for major items of work
for the guidance of clerical
staff and Staff Officcrs.



ANNEXURE XI/1

JOB__ CARD.
DIVIDEND REMITTANCES

Actilvity ¢+ Renrittance of dividend
Books required : Remittance Form Inward Register
Register for recording details

of remittances approved on
account of dividends, profits,

etc.
Permit outward registcr.

Forms required : Standard form (uscd for analysis
of dividend
rcmittances)

Permit form

Sr.No. Job Details Special Instructions
1. On rcceipt of applications

for remittance of dividends

abroad

(i) Enter it in the Fomm
inward Register.

(ii) Ensurc that the
application has becn
received througnh an
authorised dealer,
duly supported by
remittance Form A/A-7
(in duplicate).



(v) A certificate from
the company's
auditors stating
that sufficicent
funds have bcen sct
aside to mecet all
Indian Tax liabi-
lities on the
profits of the
company.

(vi) A certificate from
the company!'s
auditors under
Scctions 28, 29
and 31 of the FERA,
1973 in the
nrecscribed form,

(vii) A certificate from
the company's
auditors stating
that the dividends
have bcen declared
in accordance with
the provisions of
the Companics
(Temporary Restri-

ctions on Dividends)

Act, 1974, as
amended.

(viii)If there is any
transfer of funds
from Development
Reserves to Profit
& Loss Account, an

fuditorst! certificate

ctc. may be called
for to the effect
that the transfer
has been made

after the prescribed

statutory period
of rctention.

This certificate is
not rcquircd in
casc of companics
whose non-rcsident
sharc~holding is 40
per cent or less.



Enter the necessary
particulars in the Stand-
ard Form(used for analysis
of such apnlication).

(i)  Check=-up whether the
company's borrowings
are within the debt-
equity ratio of 2:1.

If it is in excess of
2:1, it may be ensured
that they have obtained
Reserve Bank's approval
for cxcess borrowings.

(ii) Provision for payment
of taxes has heen made
in the accounts.

(iii) That the dividends
have been declared out
of the current year's
net profits. If any
portion of the
profits accrued earlicr
than two years 1is
utilised for remittance
of dividends for the
current year, the
company should be advised
to indicate the amount
so utilised. In case
of dividends declared
out of profits made
carlicr than two yecars,
the applications should
be refecrred to Govern-
ment through Central
Officce

This will not apply
to companics whose
nor -resident sharc=-
holdings are 40 per
cent or less.

(a) If the company has
incurred any losses
during previous ycars,
it should be censured
that thcse lossces
have becen wiped off
before any dividend
remittance.

(b) Refercnce to Govte
may otherwisc be
nccessary in cascs
whcere Govte. have
specifically adviscd
tnc Bank not to
allow xcmittance
»f dividend without
their prior approval.



(i)

In casc of 100 pcr

cent foreign-

controlled companics,
where the dividend has
been declared by dr-wing
on reserves, ensure that
the following require-
ments have been fulfilled:

(a) The reserves have been
drawn upon only for
the purpose of main-
taining the quantum
of dividend for the
ycar in question
at the average
0f quantum declared
during the preceding
five years or at [
10 per cent of the
paid-up capital,
whichever is more;

(b) Fhe drawal on reserves
does not exceed 10 per
cent of the total of
paid=up capital and
free rescrves; and

(c) The balance of free
rcscrves left after
the drawal does not
fall bclow 15 per cent
of the total of paid-
up cepital and frcc
ICSEIVCS,

If any of the information/
documents cited above is
not furnished with the

application, it may be called

for by issuing an objection
MCMO e



(ii)

(vi)

(1)

On rcceipt of the

reply and after satisfying
that the applications
contains all the informa-
tion/documents ref:rred

to above it may be put up
to appropriate authority
for approval.

On rcceipt of orders an
intent may be placed for
permit forms on sccurity
Papcrse

Preparc a draft of the
permit and send it to
typing along with permit
form.

Enter the details of

the permit in the appropriate
pecrmit register and send

the permit for signaturce

The permit duly signed
should be despatched.

Details of dividend
remittances approved
may be entcred in the
dividend registers
(Register No.(ii)
indicated at the top)
for preparation of
statement.

Details of remittan-
ces approved in
respect of indivi-
dual ncn~resident
share-holding of
25 per cent or
norc of the con-
cerncd ¢ ompany
which is not a
foreign controlled
onc (i.ce not
having total non-
resicdent sharce
holding in excess
of 4C per cent),
may not be included
in the statcement

to be scnt to

Local Co~ordination
Saction.
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Be

(ii) 1If the remittance
approved is fe 1 lakh
or over the entire
casc papcrs alongwith
the permit register
should be sent to the
Deputy Controller for
post facto checke.

File the papers in the
relative companyts filece

A monthly statement of

dividend remittances approved
should be prepared and forwarded
to Local Co-ordination Scctione



ANNEXURE XI/2

JOB CARD
ROYALTY REMITTANCE

Activity ¢ Remittances of royalty
under collaboration
agreements.

Registers required : GCollaboration Register
(Royalty Payment Register)

(i) details of collaboration
agreements approved

(ii)roaylty etc. apprcged
periodically. ‘

Daily statistics register
regarding royalty ectc.
approved, for compiling
statements.

Register for noting
explred agreements.

Register for inwarding
applications received
through the bank.

Register for outwarding
permits.

Pegister for sending
permits for delivery/

despatch,
Sr;uot Job Details Special instructions
l. Advices to be receiv- (a) Verify the seal
ed from Ministry of on the forwarding
Finance (Department: letter reccived
of Economic Affairs) from the Ministry

containing of Finance



(ii) Further Govern-
ment letters,if
any, amending
the tcrms.

(iii)Copy of final
agreement taken
on records

(iv) Government letter
.accepting the
agreement on
recorde

(v) Check if Govern-
ment sanction
covers only
remittance of
technical know- .
how fecs. '

(b)

o)

(d)

(c)

At times, Indian party
approach Rescrve Bank
of India for approval
before recceipt of Govte
advice through Ministry

-0f Finamce(Departm:nt

of Economic Affairs)-
Then

(i) Check with Central
Office .

If they too have not
received after a resona-
ble time, take up matter
with Ministry of
Finance(Department of
Economic Affairs)after
verifying that the
agrecment has been
taken on record by
Administrative Ministry.

No remittances(ecven
first instalment of
lumpsum fee for
receiving technical
know-how is to be
allowed without sanction
from Ministry of Finance-
(Department of Economic
Affairs). Approval
cannot be¢ accoracd on
letters from other
Ministry.

If Ministry of Finance
have given specific
directions to approve

sin%le remittance only,
e

urther remittances,
if applied for, refercn-
ces tc be made to
Ministry of Finance
bc fore taking any action.
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De

Convey approval
imuaediately to Indian
party and advise
procedurce regarding -

(i) allotment of
sharcs to over-
sees collabora-
tors

(ii) remittance of
technical fees,
royalty etc. and
list of documents
to be submitted
ctce

Enter details of colla-
boration in Register
(Royalty Payment Register)

Send statemcnt of approval
of rcyalty etce statement
to Central Office and
Economic Department ( DIF)

Documents required for
considering applications
for remittances of
royalty,ctce Applicction
through an authoriscd
dealer supported by -

(1) sStatement showing how
the royalty payable
has been computed

(ii) Auditor'ﬁ certificate
rcgarding -

(a) verification of
the royalty
payable
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(b) licenccd/registered/
approved capacity
and tho actual
production;

(c) deductim of landed
cost of imported
componcnts;

(d) deduction of excise
duty from cx~factory
selling price;

(c) if the royalty is
nayable on export
sales, only F.,0.B,
value is to be
taken intc accounts

Bank certificate
for export procceds
necd not be insisted;

(£) rate of deduction

of tax and surchargcs;

(g9) Incomc~tax authoritics!

tax clcarance ccrti-
ficates conveying no
objcction to the

remittance of amount;

Verify that -
(i) zelative collaboration

agrecment has been
taken on reccord :

Neced not be insisted,
as a routine, in
respect of collabora-
tion decided prior

to 22nd April 1971,
but check that =

agrcement has
actually been
signed.



Raw materials imported
and indigenously
br.ucht componcnts
nced not be deducted
{rom cx-factory

sele valuce of the
products.

Minimum Rovalty =
Verify if Government
has specifically agreced
to it. '

Validity of agrecment -

(1) Indefinite agree-
ments which have
completed 10 years
arc to be given
imiuediate notice
of tcrmination

(ii) Volidity pecriod
snould conform
to the terms
stipulated in
Government letter
of approval.

Minimum Royalty even
wherc there is no
production cannot

be claimeds

By now thore should
not be any indefinite
agrecement as the
matter has becn
revieved time and
againe

Immediate notice of
termination 1is
required to avoid
further foreign
exchange liability.

Tendency is to

extend the validity

period for claiming
royalty for
additional years on
the grounds that

it should be
rcckoned from -

date of remittance
of first instal-
ment of technical

fee;



10.

11.

12,

normally, it should be
rockoned from date of
agrecement acce.ted by
Governmnente

If Government has
stinulated that it should
be reckoncd from date

of commcrecial production,
call for aucitors!
ccrtificate in support

of date of commercial
nroduction,

Royalty beyond the
initial validity pe~® -~
period approved by
Government is not

to bec allowed

Income=-tax clecarance/

'No Objectiont' certificate
to be insisted for cach
anplication.

Exniry date »>f the
collaboration agrccment

In case any document/
informetion required,
scend an objection memo
to the bank. On
resupmission of the
application together
with the documcnts -

If documents arc in
order, submit the case
to the Oificer for
ordoers.

from date of Government
lctter acknowledging
acceptance of final
acceptance of final
copy of agreement.

Any provision of
automatic extension
in the agreement
may bce ignored.

Can be determined at
time of first royalty
remittance

Party tov be adviscd
within six months
of the expiry datc.



(ii)

(iii)

items manufacturcd
have been authorised
by Govte. and the
royalty is claimed
only upto the

maximum limit of
licensed/registered/
approved capacity and
upto 25 per cent

in excess thereofs

Landed cost of
imported components
has been d educted
from royalty
computcde.

(a)

(b)

(a)

(b)

It is not materially
different from the

terms and conditions
menticned in
Governmentts
of approvale.

letter

‘T relative

Government advice
has not bcen
received, advise
the party that
remittance will he
allowed only after
agrcement 1is taken
on rccord by
Government.

The actual produc-
tion should be
cartified by
auditaérs.

Production in
excess of the
limit fixed is
unauthorised and
no royalty is

to be allowed
covering the
cxtra production.

Landed cost
include CIF plus
customs DuiLy etc,

I.anded cost or
1orcign cxchange
cost of importcd
components not to
be deducted in

.cases approved

carlier than lst
January 1969 if -



(iv) Excisc duty is

deducted from cx-
factory sclling price

there is no
stipulation

for deduction on
thesec account
cither in Govte.
letter of approval
or in the final
agrecement and

agrcement has
complceted a major
part of the
agrcemcnte

Similarly, if under
agrcements or other-
wlse approved prior
to lst January 1969,
FOB cost and not
landed cost is to be
deducted, the casecs
nced not be re-opened
if the agreement has
completed its full
tcrms or major part
of its initial
validity period.

In casc.of extension
of agreement, royalty
payments during the
extended period
should be made only
after deducting

the landed coust of
imported components.

To be applied in
cascs wherc royalty
becomes first duc
aftcr 14th February
1974.



(ii) After orders have been
passecd, place
pecrmit form

(iii) Prcpare a dummy permit
for typing.

(iv) Check the typed pemmit
and enter the particulars
in the permit outward
Registcr.

(v)  Submit the permit with case
papcrs to the Officcer for
signature after making cntry
in the daily statistics
Register and in cxpired
collaboration agrecments
Register, if it is the
last resource.

(vi) Scgregate the papers,
attach the Exchangc Control
form with the permit and
send the permit to
Despatch Section after
entering in the Depatch
Register.

(vii) In thc case remittances
bcyond [sel lakh, submit
the papers to the Deputy
Controller for past-facto
scrutiny.

(viii)File the papers in the
file maintained for the
applicante
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CHAPTER XII

REORGANISATION OF THE DEPARTMENT

12,1 The efficiency of any organisatinn is
‘conditioned, to a great extent, on the nattern of

' its set-un, functional
Introduction

arrangements, delegation,
accountability, control and also on the lay-out.
There Eannot, however, be uniform standards for

all organisations., These will vary from one
institution to another and from one time to another,
within the same institution, according to the
changing needs,

12,2 Each oroanisation has to be structured and
restructured in the light of its experiences and
objectiyes. The

Guidelines for
Reorganisation reflections of the

qrowing responsibilities
of the Exchange Control Department on its Central
Office and the Bombay Regional Office have been
broadly discussed. Some pronosals have been mooted
to simnlify or rationalise the existing nrocedures

and also to evolve a few new systems, Keeping in
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view the existing deficiencies and the new tasks,
the Study Team has examined the question of
reorganisation of the Bombay establishment, While
suggesting changes, the following major points have
been taken into account

(1) Line of Control:

(2) Decentralisation of work;

(3) Realignment of Sections on
the basis of functional affinity;

(4) Objective commosition of various
Sections - officer-oriented in
certain areas; '

(%) Equitable distribution of work
at the controlling levels -
combination of 'Trade!' and
'Personalt cases;

(6) Strenagthening of the sunmervisory
lines; and

(7) Better customer service.

12,3 In order to remove the existing difficulties
for supervision, accountability and control, the

delinking of
Delinking of

Bombay Office the Bomhay
from Central :
Otfice ' Regional Office

from Central Office

has become imperative. The Bombay Office should have

complete autonomy as in the case of other branches
and function under a unitary control within the powers delegated
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by Central Office, Like any other branch, this
unit should make all references to Central Office
by formal letters and “orward only the relevant
supoort ing papers (instead of volumes of files)
along with such letters, It wil. also be necessary
to indicate precisely in such letters the noints

on which instructions of Central Office are sought,
The Bombay Office should not make any direct
references to Government exce»ting in cases where
suchk authority has been given by Central Office,.
The »roposed senaration will heln bétter co-ordination
within the various Sections of the Bombay Regicnal
Office and Central Office will also be free to
undertake its tasks of policy formulation, review
of procedures and planning in the way it should,
The suggested pattern of decentralisation has long
been adonted by specialised Departments like
Agricultural Credit and Banking Cpocrcatinns ¢ Lavelop-
ment, The Exchange Control Department will

merely fall in line.

12.4 Apart from the separation of the Bombay
Regional Office from Central Office, stens may

be taken to decentralise the work of the Foreign
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Accounts Section, This Sectinn, which now forms
an inteqral part of Central Office, attends to the

work in reswect of the
Decentralisation

ot the work foreign currency
relating to

Forelgn Currency accounts/s~curities
Assets

and immovab le
pronerties held abroad by resident Indian nationals,
In addition, the Section supervises the foreign
currency accounts maintained by Indian companies
with the equity capital subscribed by their
foreign collaborators and also the foreign currency
shares issued to Indian comnanies/firms for their
narticination in joint ventures abroad. The work
relating to the foreign currency accounts maintained
by the Indian shi»ping comnanies and insurance organisa-
tions is, however, directly nerformed by the
Regional Offices for reasong of administrative
convenience,
12,5 Earlier, the entire work connected with
foreign currency accounts and éharss was cocentralised.
In late sixties, warious questinns werz raised in
Parliament and Press in resnect of the foreign currcncy

assets of the ex-Rulers, As the records of the Regional
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Cffices were in a bad shape, the requisite information
could not often be relayed to Government speedily
and accurately. To meet the situation, the work had
to be centralised in 1968. The procedure relating
to the individual accounts, which form the bulk of
the work, has been much simplified during the last
seven yearss The special status of the accounts
held by the ex-Rulers has gone. The protection

in respect of the pre-zerc balances has been with-
drawn. The instructions have been generally
standardised. The main thrust of the Section to-day
is to secure the annual returns from the concerned
account-holders by issue of reminders, if neccssary,
and furnish a comprehensive annual statement to
Government. There is no special reason why these
routine items of work should continue to be done

at Central Office level for an indefinite period.

On the other hand, the Regional Offices will have
particular convenicence if they are able to supervise
dircctly the work relating to foreign currency
accounts and shares held by companies/firms on
account of foreign collaboration or participation

in overseas enterprises. The centralisation of work

relating to foreign currency accounts has created a
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a new probleme Indian nationals resident abroad,
desiring to return to India for sccuring suitable
employment or for explering the possibilities of
setting up small-scale industries, arc now allowed
to retain their foreign currency accounts for a
pericd of three years from the date of their arrival
in India. Such returning residents are also given
an option to surrender tneir foreign currency
balances immediately on their return and re-transfer
the amounts so surrendercd in the event of their
going back to a foreign country witnin a period of
three ycars (or within such extended period as may be
aoproved by the Reserve Bank). Thesc relaxations
have a popular appecal. Various querics arc often
received from the returning rosidents in this
regard. Sometimes, outstation partics also travel
to Bombay to have various clarifications dircctly
from the operating steff. 1In fact, the members

of the Study Team obscrved that two persons rccently
came to Bombay from Trivandrum and Calcutta just

to make such on-the-spot enguiricse

12,6 In order to rzlicve Central Officec of the

day=-to-day burden on account of this item and to
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make the connected scrvices more directly available
to the public at large, the work of the Foreign
Accounts Section may be decentralised. If this
proposal is approved, the current instructions

in regard to thec various catcgorics of foreign
currency assets held by indivicuals/firms/companies
will have to be codified and circulated to the
Regional Offices for their guidance. After
decentralisation, the Regional Offices will be
mainly required to watch the rececipts of the

annual rcturns, attend Lo the enquirics from the
account-holders and the general public and prepare
a consolidated annual statement. Generally, no
special technicalities or comnlications will be
involved in this regard.

12,7 6;t of 5,435 cases presently handled by the
Forecign Accounts Section, 2,477 relate to the Bombay
areas Of the rcst, nearly 1,000 cascs belong to
Ahmcdabad arca and 700 to Calcutta arecae The number
of cases falling within the jurisdiction of

Kanpur, Madras and New Delhi Officecs varics between
200 to 500, Bangalore and Cochin will have just

a few accounts. The staff that will be renderced
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surplus in Central Office conscquent on the
decentralisation of this Section will be absorbed
in the Pombay Regional Office/Central Office against
their additional requirements. A small Section
with one Staff Officer and a Glerk will f .nction
in Central Office to co-ordinate the work done at
the Regional Offices. There will be a marginal
increcase in staff in other Regional Offices
(excepting Bangalore and Cochin)e. '
12.8 With the segregation of the Bombay Regional
Office from Central Office and decentralisation
of the work of the Foreign Accounts Section,

Central Office will

Revised set-up
1n Central Office be in a position

to organisg the sct-up
in a morc methodical manncr. At present, the
operations and policy arc not mostly linked, cxcept-
ing in the field of 'Exports'. Cascs rclating to
'Travel! (othcr than Blanket Exchange Permits) arc
handled by one Deputy Controller, but the broad
policy relating to 'Travel' is. framed or reviewcd
by another Deputy controller. Similarly, the Deputy

Controller holding charge of 'Imports! and miscellanceous
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trade payments docs not usually look aftcr the
policy=-aspects of the work. Another Deputy Controller,
who mainly attends to the formulation of policies and
procedures, hardly deals /ith any live annlicaticnse
Even inter-connected items of work have not always
been grouped together. Ad hoc applications for travel
on cxport promotion grounds arc dealt with by one
Senior Officer, whereas applications for issue of
Blanket Exchange Permits arc put un to another

Senior Officer., Cases relating to 'Loans and
Overdrafts' to forcign-controlled companies or

Indian branches of foreign companics come to

onc Deputy controller, but apnlications for
remittances of 'Profits and Dividends!' arc handled

by another, All these anomalies have developed over
Years duc to excessive work-load. As and whcen any new
item of work has come up or therc has been any
intensive pressure in any area, the duties have

becn fo-distribgted amongst thc variovus Sections

of Central Office mainly from the ar~le of tiding

over the particular situations.

12,9 In order to systematise the sct-up of the
Central Exchange Control Department, tho Study

Tcam has carefully examined the work-flow from ~ll
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Sectionss Attempts have been made to distributce the
burden, as equitably as possible, kceping in view
the complexities, volume and commonness of the
items. For ecxample, the work relating to the
export of merchandise on onc-shot or deferred
payment basis, turnkey projccts, joint venturcs/
consultancy etc. scrvices have all been grouped
together and brought under the charge of one
Deputy controller for better co-ordination.,
Similarly, the work connected with inspcection and
licensing of authorised decalers/moncy-changers/
airline and shipping companies/travel agents,
consolidation of statistical data from the
returns submitted by these agencies, building-up
of the management .information system and collection/
compilation of data relating to Parliamentary
Questions have been combined and placed in a
distinct group under another Deputy Controller,
The work r:lating to travel with or without
exchange, lcgacies, various personal remittances,
non-resident accounts, foreign collaboration,
import trade, oil-finance (this item is prescntly

being done by the Bombay Office, but will be
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shifted to Central Office in view of its compactness
and importance), spccial trade agrecments, ctc,

has been sprcad among thrce Deputy Controllerse
Under the revised arrangemcnts, each Deputy Controller
will simultancously. deal with policy and opcrations
rclating to his portfolio so that the work becomes
morc cchesive and purposefuls Despite this inte-
gration, thecre will still be more unspecified arcas
whicn cannot be clubbed with any particular group.
In fact, these items will also be quite sizable

in the context of the present-day developments

in the national and intcrnational fields.

Provisicn has, thcrcfore, becn made for one

Doputy Controller in order to undertake all such
spccial studics and to do some developmental work
for the Department. As discussed in Chapter XIII,
therc is a need for cne additional Deputy Controller
in tne Foreign Companics Scction in order to mect

the hecavy arrecarse.
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12,10 The Central Cffice will thus be broadly

divided into eight administrative Divisions on the

following lines

I Travel

II Exrnorts and
Overseas
Enterprises

Nature of Cascs

Travel on account of
business, medical trcat-
ment, study tour, studies/
training, confercnces and
miscellancous purposes

Blankct Permits
P Form/FIS applications

Jewellery permits for
travzllers

Remittance of surplus
fare/freight collections

Exports (including barter
trade with Afghanistan)

Joint ventures
Consultancy/Construction/
Design Engineering and
Management Contracts, etc.

Turnkey orojects
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IITI Foreign (a) Issue/transfer/sale of
Investments shares to/by non-
residents

(b) Investments by non-
residents of Indian origin

(c) Remittances on account of
royalty +technical know-

how fees, etc. to foreign
collaborators

(d) Loans/Overdrafts

(e) Remittance of profits/
dividends

(f) Foreign 0Oil comnanies

(g) Work relating to Santacruz
Electronic Ex»norts Pro-
cessing Zone

(h) Miscellaneous trade payments

1v Imports, (a) Imports
Forcign
Assets and (b) Trade agreements with
Non-residents foreign Governments

(c) Insurance
(d) Forcign Currency assets

(::) Engagement of forecign
naticrials

(f) Emigratinon/Retirement
faciliti.s and remittances
on account of Legacy/
Trust

(g) Operations on pon-resident
accounts (Personal)
(h) Foreign advertisements

(i) iiiscellaneous personal
remittances



VI

Licensing,
Inspection
and

Statistics

Foreign
Companics

308

(a)

(£)

Statistics (including
exnorts statistics)

Management Information
System

Parliamentary Questions

Opening of cifices abroad
by authorised dcalers

Licensing of authorised
dealers, airline/shipping
companics/travel agents,
money-cnangcrs

Follow~up action on

Inspcction Reports on

authorised dealers/money
changers/airline/shipping
companiecs/travel agents
received from Regional
Offices

Liaison with the Forecign
Exchange Dcalers!
Associatinn

Exchange Rates

Administration of new
orovisions of the Foreign
Exchangc Regulation Act,
1973,in regard to the
activities of foreign
companics/fims/individuals

Use of foreinn Trade ilarks
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VII Planniag (a) Spccial studies
and
Spccial (b) Training of staff
Studies

(c) Exchange control
Advisory Council
(vide Chaptcer XIV)

(d) Amendments to Foreign
Exchange Regulation
Act and issue of
Notifications

(¢) Publication of book-

lets on topnical
subjects

(f) Issuc of amendment
slips for Exchange
Control lanual/Book
of Instructions
VIII Administration Work relatin? to Staff
and Establishment -
Both Central Office and
Bombay Regional Office
The Forcign Comwaniles Division will have two Deputy
Controllers (one on ad hoc basis for two yecars)
and all other Divisions (excepting Administration
Division) will each be headed by a Deputy Controller,
The Administration Division will continuce to function
under an Administrative Officcr. All these Officers
holding chargc of the respective Division will report

to tho Controlicr/Additional Controller/Joint

Controller., Although the overall charge of the
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Departmient will be nheld by the Controller, Additional

Contronller and Joint Conlroller may dircctly mark

—

o

th

ir cases to the Deputy Governor, where necessary,
and also make refcrences to Government indcpendently.
12,11 As in Central Office, the operating Sections

of the Bouwbay Regional Office have been re-aligned

with a view to bringing

Revisced Sct-up
in Bombay Office the allied items of work

together. For example,
the work relating to the issue, transfer and sale
of shar:s to/by foreign collaborators, Indianisation
of local branches of foreign comnanies or
repatriation of their canital, remittance of dividends/
profits and grant of loans and overdrafts to forecign-
controlled companics/firms has been p}aced under
the charge of one Exchange Control Officer, This
arrancement will not only facilitate quicker disposal
of aoplicaticns for remittance of dividends/profits
by having casy acccss to the relative records, but
also help compilation of data relating to rcmittances
on acccunt of royalty, technical know-how fces,
disinvestment of sharces, otce Similarly, the Section

which deals with the remittance of surnlus fare/freight
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colleccticns by forcign airline/shipping comnanics has
becn brought closer to the Secctions attending to

P Form/FIS applicaticns for the convenience of
scrutiny of the relativc statements. The work relating
to the issue of licences for export of jewcllery,
precious stones and coins for commercial purposecs

has becn shifted from 'Imports! Scction to 'Exports!
Scection in order to make the follow-up work regarding
rcalisation of export oroceceds more convenient.

12,12 This apart, a new trend of combining some
items of work relating to the 'Personal!' side with
the items of work relating to the 'Trade' side has
been sct ines The intention behind this arrangement
is that the itcms of work with which the public

are morc dircctly concernced arc distributed over
different Scctions,in order to ensurc speedy
disposal. Independent Sections will be sct up

in the Bombay Regiocnal Office toc take full charge

of the work connected with jdint ventures,
consultancy strvices, turngey-" projects, etc. and

to conduct rcgular inspection of authorised dealers,
money.changors, ctc. In order to intensify the

follow-us viork, 'Exports and Statistical! Sections
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have becen restructurcd suitablye. In the process of
rc~organisation, some of the cxisting Sections (ce.g.
Audit Scction and Securities Scction) have been
disbanded and the work of thosc Sccticns has been
mexged elsewherce At prescent, the work rclating to
the booking, extonsion and cancellation of Forward
Exchanc.: Contracts is mainly centraliscd in one
Scction (0il Financc). Since centralisation of this
important item is not working well, it is intended
that all apclications in rospect of the Forward
Exchange Contracts should be dealt with by the
verious Scctions according to the nature of
transactions (vize c¢xport, import, remittance

of freight/fare collections, loan rewayment, etca)
with whicn the particular contracts arc alignede.
12.13 Provision has also been made to make

curtain Sections (dcaling with travcl/students®
anplicetions, annlications for rcmittance of surplus
freight/farc collections by foreign carriers,
anplications for remittance of profits/dividends by
foreign~contrclled companies and Indian branches of
forcign comoanies, etc,) officcr-oriented. Under

this arrangement, applications can be processcd
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by the concernced Staff Officers tihemselves with utmost
cxpedition with marginal assistance from the clerical
staff in regard to the putting up of case papers,
issue of permits, maintenance of records, compilation
of data, ctce (This system is alr.ady in vogue in
Passage/FIS Sections in the Bombay Office and in the
Central Office Sections and is working well),

12,14 With thesc objectives, the work of the Bombay
Office has becen broadly divided into five Groups as
under :

Group Nature of Cascs

I Business travel, Blanket Exchange
Permits, Travel for Medical
treatment, Study Tour, Travel
for miscellancous purposes,
Higher studies and training,
Insurance, Non-resident accounts
(Personals and Miscellancous
Trade Remittanccse

11 Collaboration agrcements, Issuc/
transfer/sale of shares to non-
residents, Remittance of Profits/
Dividends, Loans/Overdrafts and
Forcign Currency Assctse.

III P Forms/FTS applications, Engage-
ment of foreigr nationals,
Recurring remittance facilitics,
Emigration/Rctirement facilitics,
Legacy & Trust rcmittances,
Miscellancous Personal remittances,
Remittances of surplus passage/
freight collections, Scrutiny of
statements received from Air
India/Travel Agents regarding
booking of fortign passagcse
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v Imports, Exchangce facilitics to
Indian Shipping Companics,
Licensing of Money-changcers,
Airline/Shipping comnanies,
Travel Agents, cetc., Inspcction
of Authorised Dealc¢rs, Monecy-
changers and Statisticse
\ Exports, Joint Ventures, Turn-

key projects, Consultancy/
Construction etc. contracts
and the connected follow-up worke

Each Group will be headed by an Assistant Controller

and down the line, the opecrating staff will be

reporting to only one Officcre Since the staff of

each Group will be placed exclusively undeér the charge

of onc Assistant controller, hc will be frce to make

suitable: adjustments according to the changing volume

of work in the Sections under his jurisdiction. It

will also be convenient for the Management to fix

the responsibility relating to the working of the

various Sections.

12,15 . In addition to these opcrating Sections, it

has been proposed that a full-fledged Puyblic

Relations Section with two Exchangc Contrel Officers

may be organised in order to extcnd bettcr

customer scrvice by processing dircctly the urgent

cascs, catering information in a better manner,

attending to the various complaints and strcamlining
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the procedure for receipt/distribution of inward
letters and delivery of cxchange permits, ctce.

12,16 As in the Calcutta Office, the Bombay Regional
Officc will be headed by a Joint Controller who will
be direcctly assisted by a Deputy Controller. The
Assistant Contrcllers holding charge of the various
acdministrative Groups will report either to the

Joint Contrecller or Deputy Controller dircctly
according to their resnective line of control.
Although thie Joint Controller will hold the overall
charge of the Office, it is the intention that the
Deputy Centroller should make refercnces to Central
Office or Govcrnment, whcere nccessary, independently
in respect of the arcas placed under his charge. The
Public Reclations Section may, however, bo directly
attacied to the Joint Controller,

12,17 while implementing these changes, it will be
necessary to augment the staff-strength, mainly for

the Bombay
Staff Requirenents

Regional Office.
Unfortunately, the Study Tcam has not becn able
to mobilisce adequate data for this purpose. It has
been mentioned clsewhere that the work relating to

collecctinn and com»silation of statistics is extremely
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unsatisfactory in the Depértmont. Even the inward
letters are not properly diarised in all Scctionse
Due to this constraint, the meuwbers of the Team
have spent consicderable time in going round the
various Secticvns and obscrving closely thc process
of working at the diffcrent desks. Almost all
Scctions, particularly Exports, Statistics, TSP
(dcaling with Indian shippinc companics)-and OPL
(dealing, inter alia, with cases rclating to over-
scas officos of Indian companics, joint ventures/
consultancy, ctc. contracts abroad), arc lagging
neavily in resoect of the follow-up worke There is
also delay in disposal of applications in many
Sections. As those deficiencies have been contributed,
to a great extent, by shortage of staff, the Study
Tcam strongly feels that sanction of some additional
staff is esscntial. Unlcss, however, there is a
reshuffling of the organisational sct-uv, merec
sanction of additional staff will not be fruitful.
In fact, the recquirement of additional staff will
be too high if attempts arc made to trim the entire

range of wori within the oxisting arrangementse
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12,18 It has been observed that maximum pressurc of
work rests on the Exchange Control Officers and

Staff. Officers. 1In many arcas, thesc Officers arc
reouired to initiate cascs at their l.ovels It is not
nossible for many of them to sparc any time to keep
cffective supervision on the assistants working with'
them, to sec whether the follow-up action is being
taken appropriately or to ensure that all letters/
applications received in their respective Scctions are
being processed within a reasonable time. Attempts
have, thercfore, been made to strengthen the supervisory
lines suitably in order ©o organise thc work in an
efficient manner. Unless the requisite number of
Exchange Control Officcrs and Staff Officers are
sanctioned, the¢ proposal for making some Sections
officer-oriented will not fructify. This will also
lecad to a widening demand for clerical staff. Taking
an objcctive view from the anglc of output and also
the cost of maintaining Officers in 'A!' and 'B!

Gradeé vis-a-vis e¢lerical staff, th> Study Tcam has
assessed the requirement of Officers of these categoriese
It is anticipated with rcasonable confidencc that with

the suggested reorganisation and sanction of additional
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Officers at the supervisory level, the Sections will be
morc accountable and action-oricnted.

12,19 Conscquent on the increcase in the administrative
work, the Staff and Establishment Scction has becn
facing continuo' s pressures. The total staff (including
Lecave and Trainec Rescrves) of the Bombay Office and
Central Office is now 711 and the number will incrcase
further in the event of acceptance of the recommendations
of the Study Tcam. Thc administrative problems arc also
further accentuated on account of thc sprcad of the
Department in threc buildingse. In order to afford
necessary relicf to the Administrative Officcer, a post
of Assistant Accounts Officcr may be sanctioned. Having
recgard to the staff-strcngth of the Economic Department
or comparable Spccialised Departments, this rccommenda-
tion would appcar to be quitc teasonablec.

12,20 It has been suggested (vide Chapter IV) that the
Exports Section of the Bombay Rcgional Office should be
restructured under a scheme of decentralisatione With
rcgard to the exports covercd by (R Forms, 12 Sub-
sections have bcen proposed. Each such Sub-section will
generally have a complement of 1 Staff Officer, 4 Clerks
and 1 Duftry. The Sub-scctiovns prescntly attached to
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the Central Exports Sccti.n for attecnding to the
cxports to Afghanistan and exwort of 'Films' and a
nortion of the group attending to the follow-up work
in respoect of the major outstanding casces (only a

emall oortion wili remain in Central Office to co-
oxdinate and aversce the follow-un action in the
Regional Offices) will be transferred tc the Bombay
‘Regional Officcs In order to implement the re-organised
system of working, there will be a net increase of

1 Steoff Oificer, 22 Clerks and 2 Class IV staff for the
Exnorts Scction (including Coding Sub-scction) as a
whioles These staff members will, howcver, be nceded
exclusively for attunding to the currcnt cascse

12.21 As already mentioned, one Officer of the
Department of Statistics is attached to the Statistical
Section in the Bombay Regional Office. The primary
intention for posting such an Officer is to co-ordinate
and conduct tihe statistical work of the Department

in a better manner. The Study Team has closely
observed that from the statistical angle, coding

of data and compilation of statements form the main
worke Code numbers are pre-~determined. All that

1s necessary is to pick up tho correct codes for
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the various data and notc them correcly and
speedily in the prescribed forms. Hardly,

any technical advice 1s necessary on a day-
to-day pasise Althouch the presont incumbent
is an industrious and conscientious Officcr,

he has got obvious difficultices to assist the
Department from the Exchange Control viewpointe
It is felt that if Officers with adequate
background of Exchange Control work are posted
in place of the Officcers from the Department
¢f Statistics, they will be ablc to supcrvise
the coding work and also look after some
aspects of the Exchange Control worke

It is, thorefore, suggested that these Officers
may bec renlaced by regular Exchange Control
Officcrs,

12,22  According to the present arrangements
for preliminary audit of R rcturns, 4 Staff
Officcrs, 3 Clerks Grade II and 1 Pcon

of the Snecial Audit Ccll are attached to the
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Inspection Department. Since the Study Tcam
has suggcsted integration of this crash audit
with regular audit and to place the entire audit
work direcctly under the administrative control
of the Exchange Control Department, these
staff muibors may be linked to the Bombay
Regional Office.

12423 Taking into account all factors and
making nccessary adjustments of the surplus
staif due to deccentralisation of the work

of thce Forcign Accounts Section, the

Study Team recommends that an extra

complement of 61 staff members of diffcrent
categories (cexcluding Leave/Traince Reserves)
may be sanctioned for tnhe combined strength
of the Bombay Regional Office and

Central Oificce A  statement showing

the details of the present and proposcd



322

staff-strength is given bclow :
Staff Posiftion *

b A —

Prcscnt Proposced staff-strength  Increase
Categorics Stzff- FBombay Ccntral Total

strergth Regiorel Office (3)H4) (5)—2)
(as on Office

N 30-8-75)
— L) R ) N <)) 4) (5) (6]
(1) cContreller 1 - 1 1 -
(2) Addl.Controller 1 - 1 1 -
(3) JteControllcr 1 1 1 2 1
(4) Dy.Controller 6 1 8 9 3
(5) Asst.Controller 6 5 2 7 1
(6) Admn.Officex 1 - 1 1 -
(7) EC.0fficer/AAO 2g*% 19 18 37 9
(8) sStaff Officer lo9+g 69+; 51 124 11

Grade II 4@ 4@
(9) cClerk GroI 166 126 " 57 183 17
(10) Clerk Gr.II l46+3 113+; 39 155 6
3@ 3@
(11) Pcrsonal Asste 1 - 1 1 -
(12) steno Gr.l 2 1 2 3 1
(13) Steno Gr.II 11 3 11 14 3
(14) Typist 44 25 20 45 1
(15) Comptist 1 - 1 1 -
(16) Subhedar Grell 1 - 1 1 -
(17) Record Clerk 5 4 1 5 -
(18) Gestetner Operater L - 1 1 -
(19) Duftxy 41 32 11 43 2
(20) peon 67+3 4o+3 33 74 6
..... 1) A
Total 547 447 261 708 61

-y S e L2 s G wm S8 TS A ST = R D g W Y D e et mm AR TN T S D e M W ST S 0 e S O

¥ Docs not include Leave/Trainec Rescrves.
Includes two Officcers in Grade 'D' and
2 Stenographcrs Grade II recently sanctioned
on ad hoc basis,



¥%* Includes onc Officer of the Department
of Statistics.

@ 4 Staff Officers Gr.II, 3 Clerks Gr.II
and 1 Peon for Preliminary Audit Cell
attached to the Inspcction Department
will be absorbed in ECD, Bombaye.
12,24 Two charts showing the proposed organisational
set-up, allocation of duties, flow of work and

staff-strength
Charts of the

Reoxganised of cach Division/
Scet-=up

Group, for

Central Office and the Bombay Regional Office of

the Exchange Control Department are attached

to this chapter,

12,25 It has been assessed that the additional

cost on account of the proposed increase in staff-

strength will come to about Rs.12 iakhs in a ycar.

The Budget allocation,

Cost for

Additional under thce head
otatt

'Establishment?,
for the Exchange Control Department for the
year 1975-76 is [se2.,72 crores, Even though the
allocation for the current year is less than
the actual expenditure during the previous year

(Pse2+74 crores), it is hoped that with the present
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cconomy drive, there will be a margin to take carc
of at least a part of the additional expenditurc.
Assuming that no such surplus is available, the
deficit will amount to about 4.4 per cent of the
present allotment.e The Study Tcam fecels that in
the intercst of this important wing of the Bank,
provision for this extra expenditure may be made

by according a supplementary sanction, if nccessary,
in due coursc,

1.26 Although for rcasons of administrative
convenicnce, the salary ctce. bills in respect of the

staff of the Bombay
Deployment of Staff

Regional Office

will continue to bc prepared by the Administrative
Division of Central Office, it has to be cnsured that
thetdeployment of staff within the Regional Office

is left exclusively to the decision of the concerned
Joint Controller. Once any st.ff member is péstod

to the branch, he should not ordinarily be disturbed
within a ycar. Too many changes between the Regional
Office and Central Offi'ce will dislocatc the work at
both the cnds.
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12.27 It has kecn cuphasized that acute shortage
>t space is a scvere constraint for the Department.
The Prcmiscs Department

Location
and Lav-out has alrcady becen

requested by the
Central Exchange Control Department to allot the
cntire Ritz Hotel Building (which, it is understood,
is being taken by the Bank) to mect the additional
space=nced of thc Departments The Department
will, no doubt, surrcnder some space in licu
of this allotmcnt in order to have a compact
accommodations It is suggested tnat the Bombay
Regional Office may be housed exclusively in the
proposed ncw premises and Central Officc Divisions
in Amar Building. 1In vicw of the fact thatimapgy
distinguished visitors come, sometimes in groups,
to mecet the Senior Officcrs, they should have
merce space in their cabin. On the same ground,
cacn Assistant Controllcr should be provided with
a separate cabin. More space is also necessary for
the Enquiry Scctions in order to mitigate the

hardship of the visitors. The Study Tcam reccommends
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that the ontirc Ritz Hotel Building may be
allotted to the Exchange Control Department.
The actual lay-out for the operating Scctions
and cabins for the Officers at the controlling
level may, however, be drawn by the Premises
Devartment in consultation with the Exchangc
Control Department.

12.28 Vo rccommend that —

(L) Thc Bombay Regional Office
may be delinked from Central
Office;

(2) The work of the Foreign
Accounts Scction may be
docentralised;

(3) Central Office and the Bombay
Regional Officc may be
rcorganised as indicated;

(4) Additional staff, as suggested,
may b¢ sanctioned for Central
Office and the Bombay Regional
Officc; and

(5) iorc space may be provided to
the Department — the Bombay
Regional Office may be huoused
in Ritz Hotel Building, when
acquired, and Central Office
in Amar Building.
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CHAPTER XIII

ADMINISTRATION QF FERA IN RELATION TO
FORE IGN COMPANIES

13,1 The Foreign Exchange Regulation Act, 1973,

which came into force from 1lst January 1974, has

introduced certain new vprovisions with a view to
requlating the

New provisions
of FERA 1073 trading, commercial

and industrial activities of foreign-controlled
companies (including branches of foreign comvanies)
and foreign nationals as well as acquisition of
susiness undertskinas, and holding of shares in
Indian companies Ly such companies/wersons and
controlling the accuisition/holding of immovable
properties in India bv such companies/oersons.
These nrovisions are contained in Sections 28, 29
and 31 of the Act. The work relating to administra-
tion of these provisions is centralised in the
Central Exchange Control Devnartment,
13.2 Section 28 of the Act seeks to regulate —
(L) acceptance of aprointments by persons resident

abroad, foreign
Section 28

citizens resident

in India, companies. (other than banking companies)
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incorporated outside India and Indian companies in which
non-resident interest is more than forty per cent, as
acents or technical/management advisers in India of
any werson or company; and

(2)  use of foreign companies! trade marks by
others for any direct or indirect consideration.

The provisions of this Section are applicable both

- e e e

13.3 In terms of the policy decision taken by
Government, foreiqgn companies have heen asked to
discontinue to act as general insurance agents., It

has also been cecided that the existing agencies for
sale of products of Indian commanies abroad and those
for sale of products of foreign companies in India,
which involve rendering of after-sales service etc.

by the agency comvany, may be nermitted by the

Reserve Bank, while avwplications involving new agencies
are to he disposed of in consultation with Government.
Apnlications from overseas collaborators for permission
to render technical advisory services under collaboration
agreements anoroved by Governmant during the period lst
January 1964 to 31lst December 1968 are required to be

scrutinised in detail and decided on merits in consulta-
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tion with Govermment, where necessary, Where, however,
the technical advice is rendered under collaboration
agreements approved by Government after lst January
1969, the applications will be formally approved by

the Bank. With regard to the use of foreign trade
marks, general permission has been granted in cases
where foreign trade marks are used solely in respect of
goods exnorted outside India, A decision has also been
taken to grant general permission in cases where
foreign trade marks are used on certain essential
articles ‘like life-saving drugs. Cases which require
Bank's specific permission for the use of foreiagn brand
names are being considered by the Bank in consultation
with the Controller-General of Patents, Designs and
Trade Marks. Where there is a difference of opinion
between the Controller-General and the Bank or Where
the annual outgo of foreign exchange on account of use
of foreign trade mark(s) is more than Rs,1 lakh, a

reference will be made to the Ministry of Finance.

13.4 The position regarding disposal of the

applications received in the Rank under Section 28
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of the Act as on 31st August 1975 1is given below

Number of Apnlications

Description Recelveu Scru- Tc he Finally
tini- scrut- disposed
sed inised of

(1) Trading/
Commercial
agencies 715 112 603 107

(2) Apnointments
as Technical/

Management
Advisers 315 84 231 23
(3) Use of foreign
trade marks 388 147 241 12
Total 1,418 343 1,075 142

13.5 Section 29 of the /ict seeks to regulate the
following activities of nersons resident abroad,

_ foreign citizens
Section 29

resident in India,
companiss (other than banking companies) incorporated
outside India and Indian comnanies in which the non-

resident interest is more than forty per cent —

(1) carrying on in India of any activity of a
trading, commercial or industrial nature;

2) opening of branches/offices in India;

(3) acquisition of the whole or part of any
business undertaking in India;

(4; purchase of shares in Indian com»nanies; and
holding of shares in Indian companies,
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The provisions of this Section arc also applicable both

prospectively and retrospectively. Once the companies

have applied to the Bank, they can continue to carry on
their activities till the Reserve Bank's decision is
conveyed to them, If the Reserve Rank decides not to
give permission, the concerned comnany has to be given
reasonable oprortunity to represent against the decision.
The company can carry on business for three months after
its application has been finally turned down by the
Bank, In giving its approval for continuance, the

Banlk can imrose conditions such as dilution of foreign
rarticipation to a specified extent within a

snacified veriod,

13.6 Governhent have authorised the Bank to

finally deal with applications of companies engaged

in the manufacture of items covered by Avnpendix I of
the Industrial Licensing Policy, 1973 (other than
druqs and pharméceuticals), and tea plantation activi-
ties, All other applications from companies are
required to be referred to Government., These apnlica-
ticng are considered by a Special Committee known as
"FERA Advisory Committee",

13.7 It has been recently decided by Government that

Iranian and Afghan nationals who had entered India
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before lst January 1955 may be freely permitted to continue
to undertake their existing husiness activities.  For
those who came to India later, necessary permission may
be given by theé Bank on a case-to-case basis in consulta-
tion with the Ministry of Home Affairs. It is, howgver,
understood that the Ministry of Home Affairs have raised
some doubts about their role in this regard and a
reference is being made to the Ministry of Finance.
Guidelines for dismwosal of annlications from other
foreign nationals of non-Indian origin have not yet heen
finalised,
13.8 The oosition regarding disposal of the
apnlications received in the Bank under Section 29 of

the Act as on 31lst August 1975 is given below

Number of Apnlications
Description Received Scru- To be  Finally
tini- Scruti- disposed
sed nised of

(1) Carrying on activities—

(a) Apnlications from 921 915 6 179
foreign companies

(b) NApplications from 1,239 612 627 52
individuals/firms

(2) Purchase of rupee shares 227 218 9 154

(3) Continuing to hold 5,939 4,737 1,202 2,772

shares = iie eeema —rmme meam—

Total 8,326 6,482 1,844 3,157
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13.9 Section 31 of the Act lays down that foreign
nationals and companies incorporated outside India

{ntker than banking
Section 31

companies) as well as
Indian comvanies in which the non-resident interest 1is
more than forty ver cent require permission of the Reserve
Bank for acquiring, holding or disnosing of immovable
properties in India, Like the orovisions of Sections 28
and 29, the nrovisions of Section 31 are also applicable

both prospectively and retrospectively,

13,10 General permission has been granted to foreign
companies to acquire immovabie properties which are
necessary for carrying on their approved trading,
induétrial etc, activities. Purchase of immovable
properties by foreign nationals of non-Indian origin
for residential purposes is generally not allowed, but
foreign-controlled comnanies with permission to carry
on industrial activity in India would be allowed to
acquire housing for their employc:s., Foreign natianals
of Indian oriain are normally omermitted to acquire
only one immovable property in ecach case for

residential nurposes,
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13.11 In many cases, applications received under
Section 31 of the Act for acquiring or disposing of
immovable properties are required to be referred to
the Income-tax authorities for advice on fair
valuation. Moreover, in thé case of sale of
immovable nroperties by foreign nationals or
foreign companies, apnlications are referred to
Government for advice as it involves remittance of
sale proceeds in foreign exchange. Similarly,
applications for sale of tea or coffee estates
owned by foreign nationals or foreign comnanies have
to be referred to Government/Tea Board for advice
for determining fair valuation. All applications
received under the Section are required‘to be
disposed of within 90 days from the date of the
receipt — otherwise, the required permission would
be deemed to have been granted even thoﬁgh a decision
may eventually be taken to reject any application.
The question of extending the time for disposal

of applications upto 120 or 150 days is now under
consideration,

13,12 The position regarding disnosal of

anplications/declarations received in the Bank under
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Section 31 of the Act as on 31lst August 1975 is

given below

Description Humber of Applications/Declarations
Recelved Scru- To be  Finally
tini- Scruti- disposed
sed nised of

(1) Acquisition/
disposal of

immovable
~roverties 1,504 1,496 8 1,334
(2) Decloration 11,460 11,460 - 8,420

of immovable
propert ies

Total 12,964 12,956 8 9, 754

13,13 In order to deal with the applications received
under Sections 28, 29 and 31 and the policy matters
arising out of administration of various nrovisions cf

the Foreign Exchange
Sectional set-up

Regulation Act, 1973,
a new Section called "Foreign Companies Section" was
set up in the Central Exchance Control Department in
January 1974, The Section is under the charge of
a Deputy Controller and he is assisted by an
Assistant Controller. With a view to exnediting the
disnosal of applications, the Deputy Contrnller and
the Assistant Controllaer are dealing with cases

ancd are qenerally renorting to the Additional
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Controller indenendently. In view of the complexities
involved in examining the apnlications received in the
Foreign Companies Section, the Section has been made
officer-oriented —the work in the Section is initiated
at the level of Staff Officer and in some cases, at the
level of Exchange Control Officer, Clcrical assistance
has been provided for maintaining the records, inwarding
énﬂ outwarding of letters, etc. The Chart given at the
end of this chanter shows the sanctioned strength of

the Section and the work-distribution among the Officer-
staff. All the posts have been sanctioned to the
Section upto the end of December 1975.

13.14 The work which is being handled in the Foreign

Companies Section
Projection

may be divided
into two categorics as under

(1) Mpnlications for permission to continue to
carry on existine business activities or
agencies and to hold immovable propertics
and shares in Indian comnanies.

(2)  Apnlications for exnansion/diversification of
business activities, establishment of new
offices/branches in India, acceptance of
new agencies, apnointments as management/
technical advisers, use of foreign trade
marks, »nurchase and sale of immovable
pronerties or nurchase of shares in Indian
comeranies, and acquisiti>n of business
undertakings.
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13,15 The work relating to item. (i) of the
preceding paragranh is of an ad hoc nature and will
continuz till the disposal of all the applica-
tizns received under Sections 28, 29 and 31 of
the Act., While most of the applications

seeking permissinn to continue to hold immovable
nronerties have been scrutinised/disposed of,
much. is yet to be done in res»nect of the
anwnlications regarding permission to continue
with existing business activities and to hold
the existing agencics, appoilntments as technical/
managcment advisers,ctc,

13,16 The procedure inv-~lved in disposal of
applications for permission for carrying on
¢xisting business activities is rather long-
drown, Such apnlications are initially
sctutinised in the Bank., The requisite parti-
culars and the Bank's comments are thereafter
embodied in a prescribad form and forwarded

to the Ministry of Finance, Ministry of

Industry or Ministry of Commerce, as the case

may be, for submission to the FERA Advisory
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Committee for consideratinn, The recommendations of
the FERA Advisory Committee are communicated to the
Bank in the form of minutes of the meeting, The
decisions of the FERA Advisory Committee take either
of the two forms -

(1) the company may be allowed to continue
with the existing non-resident interest,or

(2)  the comnany may be required to dilute the
non-resident interest to a specified level.

While in the former case, the company will be issued
the ap»nroval letter straightway, in the latter case,
the concerned commany will be issued a letter of

intent conveying the Bank's intention to approve the
application subject tc certain conditions, In the

case of branches of foreign companies, final advice

is issued, on reccipt of their reply, giving one/two
years' time to arrange for involvement of Indian
canital upto the specified extent and calling for a
scheme indicating the details as to how the re-structur-
ing of capital will be effected, The scheme, which

has to be submitted by the company within three months,
is examined in the Bank, but the decision may have

to he taken in consultation with Government in
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certain cases, After the decision has been
conveyed, the implementation thercof is watched
through the quarterly rcports. In the case of
Indian subsidiaries of foreign companies, the
Bank's final approval is conveyed to the
companies after the scheme of cdilution of
foreign capital has been apnroved by the Bank
or Government, as the case may be, and the
concerned companies are given one/two years'!
time fhereafter fo implement the proposed
dilution. Once the company dilutes its non-
resident interest to forty per cent or less,
it will go out of the »nurview c¢f the new
provisions of the Foreign Exchange Regulation
Act, On the basis of decisinns taken on the
company's application for permission to carry
on the existing business activities, the applica-
tions for continuiﬁq to act as agents of
comnanies in India and to hold shares in it by
corporate bodies will be disposed of. In any
caseg applicabions from corporate bodies for.

permission to continue to act as technical/
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management advisers are required to be referred to
Government,

13,17 The disposal of applications rececived in

the Foreign Companies Section has not perhaps been as
prompt as it should have been, The activities of
foreign comnanies in India have come up for discussion
in Parliament off and on and seweral restrictions

on foreign companies have been imposed under the FERA
1973, only as a result of these discussions,
Criticism has already been voiced in the Press and
Parliament against the slow pace of disposal of
applications made by foreign companies to the Rgserve
Bank. Accordingly, it has to be ensured that the
applications received under the new provisions of

the Act are not unduly delayed., Now that the broad
guidelines have been finalised by Government, it
should be possible for the Section to dispese of

all the pending applications as early as possible,

It is, however, difficult to assess precis=ly the
period required for disposal of all the pending
applications received under Sections 28 and 29 of the
Act. Based on the past experience, it is estimated

on a rough basis that it may take about two years
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h>fore all the applicatisnns are finally disposed
of - the first vhase of work (i.e. issue of final
approvals) may take about cne year.and the ‘second
phase (i.e. diluti~n of non-resident interest)
may take about two years, Where a period of two
years is a}lowed for dilution frcm the date of
the Bank's approval, the ultimate disposal of
such cases will require still a longer period,
If for some bonafide reasons, the companies
concerned are unable to reduce non-résident
interest unto the réquired leveljwithin the
prescribed time limit, it may be necessary to
extend the dilution period and this, in turn,
would delay the final disposal of these cases,
13,18 There is another factor. Even after
Indianisation of most of the existing foreign-
contrclled comnanies, there will still be some
companies in respect of which non-resident
interest boyohd forty »er cent will be allowed
tq cecntinue, In terms of the guiddlines issued
by Government for administration of Section 29

oT the Act, foreicn enquity narticipation in
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excess of forty ner cent will be permitted in respect
of companies engaged in the following activities :
(1Y Production of 'core-sector! items specified
in Appendix I of the Industrial Licensing
Policy, 1973;
(2) Predominantly export-oriented industry(i.e.
where exports represent at least sixty
per cent of annual production);

(3) Manufacturing activities requiring sophis-
cated techonclogy, not available indigenously;

(4 Companies providing consultancy services,
ctc., in fields which require specialised
skills/know-how, not available indigenously;and
(5) Tea planbkation activities,
The exact number of companies which will fall under
this cuategorv cannot be given precisely at this sfaqe.
Tt is roughly estimated that about 250 to 300 companies
will fall under the above categories and will be
nermitted to retain non-resident interest in excess of
forty per cent., Besides these companies, a number of
foreign airline/shipning companies 2nd other companies
incorporated abroad will be allowed té eontinue
their branch offices and liaison offices in India,
13,19 In order to deal with the activities of these
companies and the types of cases referred to in item

(i1) of ~aragrarh 13,14, it will nerhaps be necessary
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to retain the Foreign Componies Section on a
loao-term hasis with a limited complement of
staff. The work devolving on this Section
cannot generally be delegated to the Regional
Offices, as the Bank has to keep constant
liaison with Govermment in these matters,
Steps are, however, being taken to delegate
powers to the Regional Offices to deal with
apnlications received from persons of Inddn
nationality or origin for purchase of Rupee
shares, Offices are already dealing with
apnlications from Non-residents of Indian
nationality eor origin for investments in
nublic/private limited companies and partner-
ship and pronristorship cases under the powers
delegated to them,

13.20 Considerng the nature and volume

of work involved and having regard to the
number of applications still pending,it is
recommended that the entire staff sanctioned
to the Foreign Companies Section may be allowed

to continue for a further neriod of two years
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i.e. upto 31lst December 1977, This will avoid
unnscessary references to the Department of
Administration and Pearsonnel for extending the
period of sanction for the staff of the Section
r*very now and then., As processing of the applica-
tions in the Foreign Companies Sectinn has now to
i 2xnedited and since there is absolutely no
further scopt for assuming any fu ther work load

Ty the existing Deputy Controller who is acutely
nard-pressed, it is reccmmended that cne additional
post of Deruty Controller may be sancticned purely
on an ad hoc basis till the end of December 1977,
An overall review of the working of this Special
Section may be made at that time.

13.21 The duties amona the two Denuty Controllers
and the Assistant Controller in the Foreign
Comnanies Section may be distributed as under:-

Deputy Controller I - (1) Forcign Companies -
carrying on activities.,

(2) Liaison with Govern-
ment on pending matters
regarding the Foreign
Exchange Regulation
Act, 1973, and fcrmula-
tion of policy in
regard to Sections
28, 29 and 31,
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Deputy Controller II - (1)

(2)

(3)

(4)
Assistant Controller - (1)

Individuals and firms-
carrying on activitie s,

Accentance of trading/
comna2rc ial agencies,

Appointments as
techr ical/management
advisers,

Use of trade marks.

Purchase of Rupee
shares.

Holding of Rupee
shares.

Acquisit ion/disposal
of immovable properties.

Declaration of
"immovable properties.

The Deputy Controllers and the Assistant Controller

may independently examine and put up the cases to

the Additional Controller excepting that cases

relating to nurchase and holding of Rupee shares

may be put up by the Assistant Controller to the

Deputy Controller II.
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13,22 We recommend that -

(1) The entire staff strength of the
Foreign Comnanies Section may be
allowed to continue for a further
period of two years (i.e. upto
31st December 1977);

(2) one post of Deouty Controller may
be sanctioned on an ad hoc basis
till the end of December 1977; and

(3) A review of the Foreign Companies
Sect ion may be undertaken in
December 1977,
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CH/\PTER XIV

PERSPECTIVE

14.1 The Exchange Control Department is inherently
a dynamic organisation. The objectives and mechanisms

of its working have
Introduction

to be modified
along with the changes in the availability of
exchange resources, pattern of economic growth,
political and social outlook and the emerging
world order. It, therefore, faces many new
challenges in the process. In order to fulfil the
tasks and responsibilities, the Department should
be flexible and pragmatic in its approach.
14.2 The Study Team has, within its limited
time and capacity, examined some aspects of the

work and made

Study b
0 & M Division several

recommendations.

The impact of the proposed procedural and
organisational changes cannot perhaps be assessed
too suddenly. If the recommendations are found
acceptable, the reorganised system may be allowed

to work for a period of two years. It is
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anticipated that the results will be fully reflected
during this period. Where the changes prove useful,
they may be retained and where they do not, the
relative procedures should be discarded or modified.
The Tcam, therefore, suggests that the¢ working of
the Depertment may be reviewed by the Organisation &
Methods Division after a couple of years for the
purpose of this assessment.
14,3 The recommcndations regarding additional
staff requiremcnts have been made (vide Chapter XII),
keeping in view
Provision for

extra Staff for the normal flow
Contingencies

of work in
different areas. Some Sections likc Travel, P Form/
FTS, Students, Parliamentary Questions, Non-resident,
etc. face abnormal rush, from time to time, due to
seasonal or other suddcn factors. The affected
Sections usually resort to overtime work to keep
their work under control and sometimes, they fail
to do so despite overtime work. It is felt that
the Department should have some flexible mcasures
to meet such exigencies. The Banking Departments

of the Bank are having floating staff and utilise
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them as a task force for the pressure-points.
The Study Team recommends that on this analogy,
a complement of floating staff (proportionate
to the sanctioned strength of the Department)
may be placed at the disposal of the Exchange
Control Department. These staff members will
be attached to the Administration Division of
Central Office and will be deployed, collectively
and severally, according to the needs of the
Regional Office or Central Office,

14,4 This apart, the current work also gets
dislocated on account of ad hoc items (1ike
preparation of background papers in connection
with any enquiries by Public Accounts Committce
or any Special Commission). Whenever such items
of work are required to be tackled for a long
period, the Department should be in a position
to muster additional assistance in order to
ensure that the normal work does not suffer.
The Controller should have powers to create
Special Sections, consisting of suitable number
of Staff Officers and Clerks, for periods not

exceeding three months subject fo post facto
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confirmation by the Department of Administration and
Personnel. As the Regional Managers have already
been vested with such powers, there should not be
any difficulty in cxtending the facility to the
Controller also.
14.5 It has been suggeséed that the Exports and
Statistics Sections of the Bombay Regional Office
should be suitably
Special Cells

tor Clearance restructured to
of Arrears

ensure that work
in these two major areas is carried out timely and
properly. In view of the fact that some major
procedural changes have been shggested and as both
the Sections are presently having heavy arrears,
it will be necessary to make separate arrangements
for clearance of these arrears. If the work
relating to the back period is mixed up with the
current work, there will be unnecessary confusion.
In order to clear up the arrears, it is suggcsted
that two Special Cells may be creatcd., The
proposed complement of floating staff may straightway
be posted to these Cells. In addition, the available

Leave/Trainee Reserves and a few staff members, out
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of th¢ proposed sanctioned strength, may also be
mobilised. It is, however, felt that the combined
strength of these groups will not be sufficient

to clear up the existing volume of arrears within
~ reasonablc time. Accordingly, some more staff
may have to be provided, purely on a temporary
basis, for the proposed Cells. If it is not
possible to provide any extra staff, long-term
overtime work will be unavoidable.

14.6 The proposed Special Cells may be placed
un‘er the charge of an Assistant/Deputy Controller,
He should be given powers to close old export cases
upto a limit of R.10,000/- at his discrefion,
depending on the circumstances of each case.
Similarly, he should have nowers to by-pass
compilation or processing of some dota relating to
back pcriods where these are not directly nceded
for the Balance of Payments statistics. It is hoped
thet with the creation of Special Cclls under the
chargec of an Assistant/Deputy Controller with

more administrative powers, the arrezrs of
Statistics and Export Scctions will be cleared in

about six months' time.
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14.7 In case this proposal is accepted, a portion

of the space presently occupied by the Exchange Control
Department in thc Mercantile Bank Building may be allowed
to remain under the possession of the Department for

thu same pcriod even after the Ritz Hotel Building is
allottcd tn the Exchange Control Department.

14.8 As indicated elsewherc, revision of thc

Exchange Control Manual and Book of Instructions

has bccome overdue. In view of the magnitude of this
work, it will not bc possible to assign this job to

the regular staff
Revisinn of

Exchange Control of the Department.
Manual and Book 7
of Instructions As in the past, a

Special Section
with one Assistant Controller, two Exchange Control
Officers and a small contingent of sunporting staff
may be set up in order to ensure that the revised
editions 5f thcse basic publications are made
availablc to authorised dealcrs, public and the
staff of the Department as early as possible.

14,9 At nrescnt, the Exchange Control Department
ducs not have any system of dircct discussinns or

exchange of views with rcprescntative organisations
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(excepting Foreign Exchange Dezlers' Assnciation)

regarding verious
Setting up of
a Consultative policies and
Committee

procecdures,
Although the policies and procedures arc evolved
with considerable care, it is not always possible
to anticipate whether any special difficultics
would be caused to authorised dealers/airline/
shipping companies/travel azgents, business firms/
companies or the general public by the prescribed
requirements, It is, therefore, suggested that
a forum may be organised for the purpose of having
direct discussions with representatives of
Government Departments, Departments of the Bank
and other concerned bodies from time to timc.
Such an arrangement will be helpful for the
Management to explain the ramifications of the
various policies and procedures or t.: clcar any
doubts and at the same time, to hrve a direct
feedback from the concerned interests. The
administration of Exchange Control will have to
be made quite flexible in order to e¢nsure that the

procedures do not become unnecessarily irksome
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to the public. Trade Control, Customs and many other
service-oriented Departments are having advisory
councils, consisting of offici~nls and non-officials.

The Study Team considers that a Consultative Committee
may be set up in the Central Exchange Contrsl Denartment
on similar lines., The Committec¢ may be headed by the
Controller and may havc representatives from —

(1) Ministry of Finance (Department of
Economic Affairs),

(2) Import and Export Trade Control
Organisation,

) Customs,
) Industrial Development Bank of India,
(5) Export Credit & Guarantee Corporation,
)  An Export Promotion Council (by rotation),
) Foreign Exchange Dealers' Association,
(8) Federation of Indian Chamber of Commerce,
(9) Air India,

(10) Shipping Cornoration or any nther
Indian shipping company,

(11) Travel Agents' Association,

(12) Economic Department (Division
of International Finance),
(13) Department of Statistics,

(14) Department of Banking Operations & Develonment,
and

(15) Faculty of Economics of any leading University.
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The Deputy Controller holding charge of the
Planning & Special Stu-lics Division will work as
the Membcr-Secretary.
14,10 In casc¢ there arc special problems relating
to any particular area (ec.g. Exvorts, Studies/
Training, ctc.), the Committec may set up a Sub-
Committce with co-option of members representing
the particular intcrests. Normally, the Committee
will hol<d meetings once in a quarter. If, however,
there are any significant developments, meetings
can be convened even more frequently.
14,11 Centralisation of work is to be avoided as
far as possible. At present, quite a number of
references are made

Centralisation
to be avoided to Government by

Central Office
and also by the Rugional Offices. Such references
create lots of filv-work at both ends and cause
unnecessary delay in disoosal of applications. This
can be avoided if clcar-cut guidelines are laid
down for the purpose of administration of the
Cxisting policies. As far as possible, policy-

issues should be thrashed out at the Government level
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and individual cases dccided by the Bank. Even within
the Bank, stcps should be taken to delegate powers to
the various levels of Officers with adequate safeguards.
14,12 Under the existing procedure, the Heads of all
Regional Offices ar¢ having, more or less, identical
powers, irrespective of whether the concerned Officer
is Joint, Deputy or an Assistant Controller. It is
very necessary to give more nowers to the Joint Controllers.
In that case, Central Office will get less references
from the Calcutta and Bombay Rcgional Offices.
14.13 In view of the various comonlexitics developing
at different centres, it is suggcsted that Controller,
Additional Controller

Better Co-ordination
with Rcgional Offices or Joint Controller

(Central Office) may periodically visit the Regional
Officcs. Such visits will help better anpreciation

of the local problems,

14,14 Central Office may also undertakc occasional
inspection of the Regional Offices, mainly with a view

to overseeing whether the prescribed procedures are

being properly followed st the branch level, This system
of insoviction will create an alertness in the minds of

the operating staff and also bring uniformity in the
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actual processing of applications. Since the objective
of such inspections will be somewhat different, this
may be undertaken in addition to the periodical
inspections by the Inspection Department of the
Bank and audit by the Regional Audit Cells.
14.15 In conclusion, we trust that our
recommendations will be of some use in shaping the
future of the Exchange Control Department. We
suggest that the various recommendations in regard
to rationalisation of procedures, reorganisation
of the Department and sanction of additional staff
may be taken up for examination as early as possible.
We believe that with the implementation of the
recommendations, the Department will be able to
extend faster service to the concerned interests
and create a better understanding in the community
at large.

— 1

(H.Pag Chowdhury)

O//ﬁva34«€ZCM7
(V. SubTfahmanyam)

MEMBERS
30th September 1975
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