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INTRODUCTION

I, the Chairman of the Estimates Committee having been autho-
rised by the Committee to submit the Report on their behalf, present
this Hundred and Thirty-Second Report on the Ministry of Food and
Agriculture—Indian Central Tobacco Committee,

2. A general examination of the published Annual Reports and
Accounts of the Indian Central Tobacco Committee for the year end-
ing 31st March, 1959 was conducted by the Sub-Committee of the
Estimates Committee on Public Undertakings whose Report thereon
was finally approved by the whole Committee.

3. A statement showing an analysis of the recommendations con-
tained in this Report is also appended (Appendix III).

4. The Committee wish to express their thanks to the Officers of
the Ministry of Food and Agriculture and the Indian Central Tobacco
Committee for placing before them the material and information that
they wanted in connection with the examination of the Annual Re-
ports and Accounts of the Indian Central Tobacco Committee.

New DELHI; H. C. DASAPPA,
April §,1961. Chairman,
Chaitra 15, 1883 (Saka) . . Estimates Committee.

) .



A. Historical Background

Tobacco plays a prominent role in the economy of several Production
countries of the world. India is one of the principal tobacco i": '1;32‘“"
producing countries. The production of tobacco in the coun- country.
try during the year 1958-59 was approximately 589 million
Ibs. On a very rough estimate the value of the 1958-59
crop has been assessed by Government at Rs. 49 crores. The
revenue from tobacco excise comes upto about Rs. 50 crores
and from duty on customs on imports of tobacco comes
upto about Rs. 2 crores making a total of about Rs. 52
crores.

2. From April, 1943, the Government of India imposed Genesis o {
an excise duty at varying rates on tobacco and its products. the ICTC.
It was decided to set apart from the proceeds of this duty a
non-lapsable grant of Rs. 10 lakhs per annum with the object
of improving and extending the cultivation of quality leaf
tobacco, both Virginia and native, and improving generally
the products of the crop. The grant was actually made with
effect from 1943-44 and pending the formation of a Com-
mittee of an all India character the amount was placed at
the disposal of the Indian Council of Agricultural Research.

3. The Indian Central Tobacco Committee was set up in Establish-
1945 by the Government of India in the late Department of BSI0of the
Education, Health and Lands by Resolution No. F. 40-26/ :
44-A, dated the 10th April, 1945. This Committee, herein-
after referred to as ICTC, was registered as a body corporate
under the Registration of Societies Act (XXI of 1860), with
headquarters at Madras. On its formation on the 28th
November, 1945, the ICTC took over from the Indian Coun-
cil of Agricultural Research the entire responsibility of
administering the grant and for continuing the various acti-
vities already initiated by the Council.

B. Functions

4. The main functions of the ICTC are to assist in the Functions of
improvement and development of the production and market- e o o
ing of and research in different kinds of tobacco and tobacco Nowv., 194s.

products and all matters incidental thereto.

5. The Committee were informed that the ICTC had so No steps
far concentrated on improving the quality of tobacco. Though ;?,‘:l‘og’w.
the functions entrusted to it included marketing, the ICTC keting--desir-
was paying attention to the development of the agricultural :?%“7
aspect only. The Committee have dealt with the ¢xport of g, “*"®
tobacco elsewhere in the report. In this connection, the
Committee would refer to Chapter Il of their Hundred and
Twenty-Ninth Report (Second Lok Sabha) on the Ministry
of Food and Agriculture—The Directorate of Marketing and
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Inspection—wherein they have dealt with the question of
marketing of tobacco of length and recommended among
others the establishment ‘of regulated markets for tobacco
and of Producers’ Co-operatives for grading.

6. It is seen that the functions of the ICTC are wide
enough to include among others financial and technical

technica] assistance to organisations engaged in manufacturing tobacco

assistance of
ICTC.

Sub-Com-
mittees,

or its products. It is interesting to note that the total pro-
duction of cigarettes is of the order of 3000 crores of pieces
a year. As regards the technical ‘know-how’ of the manufac-
ture of high class cigarettes there seems to be some difficulty
in obtaining it. If the ICTC has not necessary technical
‘know-how’, it would be difficult to provide such assistance.
It was stated by the representative ofp the Ministry that while
the ICTC confined itself to the agricultural aspects only,
the industrial and exports aspects were looked after by the
Ministry of Commerce and Industry.

The Committee understand that there were countries
like Turkey which had gained the necessary technical know-
ledge and had even made the manufacture of cigarettes
a State concern, earning a sizeable revenue by it. It would
be necessary and desirable for the Government to get people
fully qualified in the technique of production of high class
cigarettes so that more and more of indigenous manufac-
turers, who are in a small minority now, can be assisted with
the technical ‘know-how’.

C. Composition and Organisation

7. The ICTC consists of 53 Members. Six are officials
of the Central Government and nine representatives of the
Departments of Agriculture of the major tobacco growing
States. There are also representatives of the consumers
elected by the Parliament, representatives of the growers, Co-
operative Societies, trades etc. nominated by the Central
Government and five other nominees of the Central Govern-
ment. The Agricultural Commissioner with the Government
of India is the ex-officio President of the Committee. The
Vice-President is a nominated non-official. A Chart showing
the composition of the ICTC is reproduced at Appendix I.

8. There are four Sub-Committees of the ICTC viz., (1)
Finance, (2) Agricultural Research, (3) Statistical, Market-
ing and Technological and (4) Scientific Appointments Sub-
Committees, for dealing with the different aspects of its work.
There was no Executive Committee of the ICTC to look after
its day-to-day working but in practice the Finance Sub-Com-
mittee functioned as the executive body. This Sub-Commit-
tee has been vested, by convention, with the powers to take
decisions on all major issues because the Vice-President of
the ICTC was the ex-officio Chairman of the Finance Sub-
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Comnmittee. It does not appear desirable that the Finance
Sub-Committee, which is more appropriately concerned with
control and sanction of expenditure, Should also act as the
executive body. The Committee suggest that the desirability
of having a separate Executive Sub-Committee may be
cxamined. !

D. Results and Trends of Operation

9. The principal items of receipts and expenditure of the
ICTC during the years 1955-56 to 1958-59 along with the
amounts invested in fixed assets are indicated below:
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10. The only account published by the ICTC is the
Receipts and Payments Accounts. A Receipts and Payments
Account is a summary of actual cash receipts and payments
covering a particular period extracted from the Cash Book.
It does not, therefore, include any income or expense out-
standing and fails to reveal the actual income or expenditure
of the period it covers*.

An Income and Expenditure Account shows the whole of
the income and expenditure for the year, whether actually
received and paid or not unlike a Receipt and Payments
Account which deals only with that part of income and
expenditure for the year which is actually received and
actually paid. Further, the balance of Receipts and Pay-
ments Accounts denotes merely the Cash in hand; the balance
of an Income and Expenditure Account represents the surplus
or deficit for the year, as the case may be**. Income and
Expenditure Accounts are, therefore, normally prepared by
the non-trading concerns. .

Il. The Committee wanted to know whether it was not
desirable to include in the Annual Report an Income and
Expenditure Account instead of a Receipts and Payments
Accounts. The representatives of the Ministry of Finance
and ICTC agreed to consider the matter. The Committee
recommend that the ICTC may in future include an Income
and Expenditure Account in its Annual Report.

12. The ICTC gets an annual and non-lapsable annual
grant from the Government of India to meet its expenses.
The amount of grant has been varying from year to year. For
instance, it was Rs. 16 lakhs in the year 1955-56 and Rs. 10
lakhs in the year 1956-57. Since 1957-58, the Government
of India have decided to give a grant of Rs. 12 lakhs per
annum for four years i.e. upto 1960-61. The Committee
were informed that due to the increase in the activities of the
ICTC arising out of Plan Projects, it was finding it difficult to
meet its obligations with its present annual grant. The Gov-
ernment of India, accordingly gave an additional grant of
Rs. 1-5 lakhs (over and above Rs. 12 lakhs) to the ICTC
during 1959-60. '

“Please see ‘Advanced Accounting’ by Batliboi, page
108.

**Please see Carter's ‘Advanced Accounts’, pp. 328-329.
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13. The Committee note that there were large cash and

other balances with the ICTC at the end of each of the
following financial years:— .
Year Balances
(Rs.)
1955-56 19,61,608
1956-57 17,95,046
1957-58 20,87,184
1958-59 17,48,378

In 1946-47 it had invested a sum of Rs. 7,54,100 in
39, Government of India loan maturing in 1970—75 and
Rs. 60,000 in National Savings Certificates. It was stated
that the balances grew in the earlier years when the Com-
mittee was not functioning too well. Regarding the reasons
for these large investments in Government securities,
the Secretary of the ICTC stated that they had invested
money as it was lying unused with them at that time.  The
Committee feel that these long term investments were made
without due forethought as not long thereafter it found itself
short of funds. They suggest that in such cases any surplus
money should be invested only after very careful considera-
tion of future requirements.

14, The percentage of administrative expenses of the
ICTC to total expenditure has shown an increase from 8:79%,
in the year 1956-57 to 10°79, in 1957-58 and 10'9%
in 1958-59. It was stated that the administrative expenses
included expenditure on publicity and marketing. Further,
the ICTC had given Rs. 60,000 to the Indian Council of
Agricultural Research for producing two films on their
behalf. A sum of Rs. 47,000 had also been spent on some
ad-hoc publications like Tobacco Directory etc. The Com-
mittee feel that expenditure on publicity and marketing
should be exhibited separately from administrative expenses
in the accounts. They also suggest that efforts should be
made to arrest the upward trend In the administrative
expenses of the Committee.

Investments
made by

tke Com-
mittee,

Administra-
tive Bxpen-

15. The ICTC is incurring expenditure on a large number lslesurch

of research schemes on Virginia. Natu, Country, Cigar,
Wrapper, Chewing Tobacco etc. The Committee were in-
formed that the ICTC had made arrangements for demons-
trating the results of research to the cultivators by publishing
leaflets, periodicals, through Extension Servicgs Field
Trials, Demonstration Plots, holding farmers’ weeks and
through the Department of Agriculture of the State Govern-
ments concerned who had their own special organisations.

tations.
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The Committee find that no mention of these activities is
made in the Annual Reports of the ICTC. They consider
that it would be desirable, to indicate in the Annual Reports
the results of application of new methods of cultivation deve-
loped by the ICTC and its other allied achievements.

Laying of 16. The Annual Reports of the ICTC are at present not

Anune.  laid on the Table of the House but copies are, however,
placed in the Parliament Library. The Estimates Committee
in their Seventy-Third Report on ‘Budget Estimates, Annual
Reports and Accounts of Public Undertakings’, recommend-
ed that copies of the Annual Reports of such bodies should
be presented to Parliament. The Committee suggest that
copies of the Annual Reports of the ICTC should also be
laid on the Table of the House.

E. Production, Export and Import of Tobacco
Production

of Tobacco. 17. The figures of acreage and production of all types of
tobacco in India from 1953-54 to 1958-59 are given below:

Year Area in thousand Production in Yield per
acres million lbs. acre lb,
1953-54 912 600°32 658
1954~55 856 562°24 657
1955-56 1,013 667 52 659
1956-57 1,029 658°56 640
1957-58 872 530°88 609
1958-59 896 589°12 658

Tobacco is the leading cash crop of Andhra Pradesh
which contributed about 244 million Ibs. in 1957-58 or
about 439, of the total production in India. About
95%, of the country’s Virginia tobacco comes from Andhra
Pradesh. The area grown in India under Virginia tobacco
was about 171,000 acres of which 167,000 acres were in

Andhra Pradesh yielding about 101 million 1bs. out of a total
of 105 million 1bs. in India.

18. The Committee were informed by the Secretary of
the ICTC that its researches aimed at improving the quality
and yield per acre without increasing acreage under tobacco
as otherwise it would affect food production. He added that
the ICTC was at present concentrating on improvement of
quality of Virginia tobacco and was aiming to replace indi-
genous tobacco of low returns in areas where possibilities
existed to grow Virginia or other types of tobacco that would
bring higher returns to the cultivators. The Committee are



not aware whether the quality of production has shown any
improvement and how far it has helped in giving increas-
ing returns to the growers. The figures in the above table,
however, indicate that the yield per acre which had generally
been declining since 1954 and fallen rather sharply in
1956-57 and 1957-58, has gone up in 1958-59 only to the
1953-54 level.

19. The figures of imports and exports of both manu- Eysens, "™
factured and unmanufactured tobacco since 1953-54 are
as follows:—

TaBLE [
IMPORTS (By Sea and Air only)

Unmanufactured  Manufactured  Grand Total
Tobacco Tobacco

Year

thyin lakhs of Giyln Inlskhs ltyin lakhe of

. l,I’Ifon Rs. lb.l'lion of Rs. igj. : on Rs.
1953-54 . . 2°28 61-86 0'17 1760 248 79°46
1954-55 - 308 10068 o°1§ 17°22 333  117°90
1955-56 . 372 12856 o'19 18-11 3°91 14667
1956-57 . . 32§  III'I4 0°20 2023  3°4S 13137
i957-58 . . 277 118-00 007 8:56 2°84 126° 56
1958-59 . . 376 165°59 002 2°13 378 167°72

TasLe II

BXPORTS (By Sea and Air Only)

Unmanufactured Manufactured Grand Total
Tobacoo

Tobacco

Year Quan- Value in Quan- Value Quan- Value i

- ue - ue 1n

tityin  lakhs of tityin inlakhs tityin lakhs of

m‘ymon Rs. llion of Rs. million .

Ibs. 1bs. Ibs.

1953-54 70°03 1,102°06 3:06 107.44 73°09 1,209°S0
1954-5$ 85-03 1,176°47 3°70 122°21 88-73 1,298:68
1955-56 . 88:93 1,064'90  3°41 118:03 92:34 1I,18293
1956-57 95:45 1,248°34  4°41 13431 99'86 11,382:65
1957-58 . 90°22 1,462 56 3°52 119°95 9374 1,582°51

1958-59 . . 101°78 1,468°19  4°15 13733 10593 1,605-52
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20. Table I indicates that value of Tobacco imported
into the country and the quantity of unmanufactured tobacco
imported have risen appreciably since 1953-54, though the
quantity and value of manufactured tobacco imported have
very much come down.

21. Imports mainly consist of superior grades of Virginia
tobacco. The important varieties exported are flue-cured
Virginia, Sun-cured Virginia, White Burley, Natu and Bidi
tobacco. Virginia tobacco accounts for about 859, of the
exports. The Committee were informed that the imported
tobacco was intended for blending high class cigarettes. The
ICTC was carrying on research to develop now qualities so
that the imports could be completely stopped.

22, The following facts emerge from perusal of Tables I
and II:—

(i) The value of unmanufactured tobacco imported
has gone up from Rs. 6186 lakhs in 1953-54
to Rs. 165:59 lakhs in 1958-59, i.e. by 168%,.
Quantatively the corresponding increase has
been only to the extent of 1°48 million 1bs., a
rise of nearly 65%.

(ii) The price of unmanufactured tobacco imported
during the period has risen from Rs. 2.7 per Ib.
to Rs. 4°4 per Ib.,, ie., nearly 63%. [The
values of imports shown in Table I are bas-
ed on wholesale market prices and represent the
wholesale cash price less import duties].

(iii) As against the high rise in the price of imported
unmanufactured tobacco the price of unmanu-
factured tobacco exported from the country
during the same period has fallen from Rs. 1°57
in 1953-54 to Rs. 144 per 1b. in 1958-59, i.e.
by nearly 89%,.

23. Thus, while there has been a substantial rise in the
price during the period of tobacco imported not only has
there been no corresponding rise in the price of unmanufac-
tured tobacco exported but the prices fetched have fallen
from those obtained in 1953-54. The Committee under-
stood that there was severe competition among the tobacco
exporters resulting in unhealthy market practices like under-
cutting of prices etc., which were injurious to the trade. They
feel that this alone cannot fully explain the wide difference
between the imported prices of unmanufactured tobacco and
the prices fetched by exports. The Committee suggest that
the reasons for the high price paid for imports as well as the
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low price secured for the exports should be investigated and
necessary steps taken to see that the prices for imports and
.exports bear a reasonable relation.» They find it difficult
to reconcile themselves to such a wide disparity between the
differences in price during the period.

The Committee also recommend that research to develop
high grade tobacco in the country should be vigorously pur-
sued so that imports could be substantially reduced, if not
totally stopped.

24, As regards exports the quantity exported declined Increase of
from 99-86 million Ibs. in 1956-57 to 9374 million lbs. in m?fc,
1957-58. The value increased from Rs. 1,382°65 lakhs to tured tobac-
Rs. 1,582°51 lakhs during the corresponding period. The gfm‘;‘?nd:;_
difference is accounted for by the increased value (Rs. 214 pores of
22 lakhs) of unmanufactured tobacco. Both the value and manufac-
quantity of manufactured tobacco fell. tured tobac-

The export of tobacco, recorded an increase in the year EXPort of
1958-59. 1n this case, though the volume of unmanufac- red tobacco
tured tobacco exported rose by nearly 11%# million lbs., the :{,’{: P“’ﬂe'd
increase in value of total exports on this account come t0 g h;;&.
about Rs. 6 lakhs only. There was, however, an increase ing such
by ‘63 million Ibs. in the volume of manufactured tobacco “XPors:
exported, the rise in the value on this account amounting to
Rs. 17-38 lakhs was more than proportionately higher. Thus,
though the export of manufactured tobacco is clearly more
profitable, its volume is low and has yet to regain the level of
exports reached in 1956-57 of 4-41 million Ibs. which was
itself rather modest. On the other hand the export of un-
manufactured tobacco has increased from 70.03 million 1bs.
in 1953-54 to 101.78 million Ibs. in 1958-59 though the
prices fetched have been going down. Obviously the need
is to encourage exports of manufactured tobacco in prefe-
rence to unmanufactured tobacco. The Committee recom-
mend that special steps for that purpose should be taken by
Government.

25. The Committee find that at present two agencies are Agencics _
dealing with the promotion of exports of tobacco viz., ICTC {csling with
and the Tobacco Export Promotion Council. They were tion of ox-
informed that by and large the functions which were princi- ports of
pally entrusted to the ICTC were also being carried out by oo
the Tobacco Export Promotion Council and were thus some-
what overlapping. The representative of the Ministry of
Food and Agriculture agreed that the matter required fur-
ther examination in consultation with the Ministry of Com-
merce and Industry and promised that this would be discus-
sed with that Ministry. He, however, felt that it would be

N
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difficult for the ICTC to take up the work done o, the
Tobacco Export Promotion Council because they had got to
have some staff abroad. In this connection, the Committee
would refer to para 46 of their Hundred and Twenty-Ninth
Report (Second Lok Sabha) on the Ministry of Food and
Agriculture—The Directorate of Marketing and Inspection—
wherein they have recommended the feasibility of setting up
a Tobacco Board on the lines of Tea/Coffee Board which
may combine the functions of the different organisations at
present dealing with tobacco. If there is not enough justifi-
cation for a separate Board for tobacco alone, the question of
having a composite board for tobacco and certain other
commodities may be considered.

NEw DELHI; H. C. DASAPPA,

April 5, 1961, Chairman,
Chaitra 15, 1883 (Saka). Estimates Committee.
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APPENDIX II

Statement showing the summary of Conclusions| Recommendations of the
Estimates Committee contained in the Report,

SL Ref. to para
No. No. in the
Report

2

I

Summary of Conclusions/Recommenda-
tions

3

I 5’

Though the functions entrusted to the ICTC in-
cluded marketing, it was paying attention to the
development of the agricultural aspect only.
In this connection, the Committee would refer
to Chapter II of their Hundred and Twenty-
Ninth Report (Second Lok Sabha) on the Minis-
try of Food and Agriculture—The Directorate of
Marketing and Inspection wherein they have
dealt with the question of marketing of tobacco
at length and recommended among others the
establishment of regulated markets for tobacco
and of Producers’ Co-operatives for grading.

It would be necessary and desirable for the Govern=
ment to get people fully qulaified in the techni-
que of production of high class cigarettes so
that more and more of indige;1ous manufacturers,
who are in a small minority now, can be assisted
with the technical ‘know-how’.

It does not appear desirable that the Finance sub-
Committee, which is more appropriately con-
cerned with control and sanction of expenditure,
should also act as the executive body. The
Committee suggest that the desirability of having
a separate Executive Sub-Committee may be
examined.

The Committee recommend that the ICTC may
in future include an Income and Expenditure
Account in its Annual Report.

The Committee feel that the long term investments
were made by the ICTC in Government Securities
without due forethought as not long thereafter
it found itself short of funds. They suggest
that in such cases any surplus money should be
invested only after very careful consideration of
future requirements.

14
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1 2
6 14
7 I5
8 16
9 18
10 23
11 24

The Committee feel that egpenditure on publicity
and marketing should be exhibited separately
from administrative expenses in the accounts.
They also suggest that efforts should be made to
arrest the upward trend in the administrative
expenses of the Committee.

The Committee consider that it would be desirable
to indicate in the Annual Reports the results of
apglication of new methods of cultivation deve-
loped by the ICTC and its other allied achieve-
ments.

The Committee suggest that copies of the Annual
Reports of the ICTC should also be laid on the
Table of the House,

The Committee are not aware whether the quality
of production of Virginia and other types of tobacco
has shown any improvement and how far it has.
helped in giving increasing returns to the grow-

ers.

The Committee understood that there was severe
competition among the tobacco exporters resulting
in unhealthy market practices like under-cutting
of prices etc., which are injurious to the trade.
They feel that this alone cannot fully explain the
wide difference between the imported prices of
unmanufactured tobacco and the prices fetched
by exports. The Committee suggest that the
reasons for the high price paid for imports as
well as the low price secured for the exports should
be investigated and necessary steps taken to see
that the prices for imports and exports bear a
reasonable relation. They find it difficult to
reconcile themselves to such a wide disparity bet-
ween the differences in price during the period.

The Committee also recommend that research to
develop high grade tobacco in the country should
be vigorously pursued so that imports could be
substantially reduced, if not totally stopped.

Obviously the need is to encourage exports of ma-
nufactured tobacco in preference to unmanufac-
tured tobacco. The Committee recommend that
special steps for that purpose should be taken
by Government.
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.

25 The Committee find that at present two agencies
are dealing with the promotion of exports of
tobacco vig., the ICTC and the Tobacco Export
Promotion Council. In this connection, the
Committee would refer to para 46 of their Hundred
and Twenty-Ninth Report (Second Lok Sabha)
on the Ministry of Food and Agriculture—The
Directorate of Marketing and Inspection wherein
they have recommended the feasibility of setting
up a Tobacco Board on the lines of Tea/Coffee
Board, which may combine the functions of the
different organisations at present dealing with
tobacco. If there is not enough justification for
a separate board for tobacco alone, the question
of having a composite board for tobacco and
certain other commodities may be considered.




APPENDIX ' I
(Vide Introduction)
Analysis of the recommendations contained in the Report
1. CLASSIFICATION OF RECOMMENDATIONS:

A. Recommendations for improving the organisation and working 3
S. Nos. 1, 2, 3, 7, and 12,

B. Recommendations for effecting economy :
S. No. 6.

C. Miscellaneous :
S.Nos. 4, 5,8, 9,10 and 11,

II. ANALYSIS OF THE RECOMMENDATIONS DIRECTED TOWARDS ECONOMY,

S.No. No. as per Particulars
summary
of recom-
mendation
1 6 Efforts to be made to arrest the upward trend in

the administrative expenses of the Committee,

17
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