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INTRODUCTION

I, the Chairman of Estimates Committee having been authorised
by the Committee to submit the Report on their behalf present
this Eighth Report on the Ministry of Commerce—Tobacco Board.

2. The Estimates Committee (1984-85) took the evidence of the
representatives of the Ministry of Commerce on 12, 13 and 22
November, 1984. The Committee wish to express their thanks to
the Officers of the Ministry for placing before them the material
and information which they desired in connection with the exami-
nation of the subject and giving evidence before the Committee.

3. The Committee also wish to express their thanks to the repre-
sentatives of (i) Central Tobacco Research Institute, Rajah-
mundhry, Andhra Prdesh, (ii) Indian Tobacco Growers Associa-
tion, Guntur, Andhra Pradesh, and (iii) I.T.C. Ltd., Guntur, Andhra

Pradesh for giving evidence and making valuable suggestions to
the Committee,

4. The Committee also wish to express their thanks to all other
Organisations who furnished memoranda on the subject to the
Committee. g ' BRI

5. The Report was considered and adopted by the Estimates
Committee (1985-86) on 16 July, 1985.

6. For facility of reference, the recommendations|observations

of the Committee have been printed in thick type in the body ot
" the Report and have also been reproduced in a consolidated form
in Appendix to the Report.

New DeLHI; CHINTAMANI PANIGRAHI
July 22, 1985 Chairman

Asadha 31, 1907 (S) Estimates Committee.




.CHAPTER 1
_FUNCTIONS & COMPOSITION
A. Introductory

1.1. Prior to the setting up of the Tobacco Board, there were
several agencies to look after the various aspects of Tobacco Indus-
stry. However the absence of an apex body to promote integrated
development of tobacco industry was keenly felt. There was no or-
ganisation to regulate the production of Virginia tobacco which is
primarily an export oriented crop. Hence the prices of tobacco at
the primary marketing level depended on the fluctuating interna-
tional demand often to the disadvantage of the growers, particularly
in the years of more than normal excess production. The question
of securing a remunerative price to the grower had assumed impor-
tance. Timely payment to the growers was another problem. Be-
sides,exploration of Markets left much to be desired.

1.2. Hence Tobacco Board was set up by the Government on
1-1-1976 under the Tobacco Board Act, 1975 replacing the erstwhile
Tobacco Export Promotion Council, Madras. Preamble to the Act
clarifies that it is “An Act to provide for the development under
the Control of the Union of the tobacco industry”.

B. ~F'unctions

1.3. The functions of the Tobacco Board are envisaged in Section
8 of the Tobacco Board Act, 1975, which reads as under:—

(1) It shall be the duty of the Board to promote, by such mea-
sures as it thinks fit, the development under the control
of the Central Government of the tobacco industry.

(2) Without prejudice to the generality of the provisions of
sub-section (1), the measures referred to therein may

provide. for:
(a) regulating the production and curing of virginia tobacco
having regard to the demand therefor in India and
abroad;

(b): keeping a constant watch on the virginia tobacco market,
both in India and abroad, and ensuring that the
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growers get a fair and remunerative price for the same

and that there are no wide fluctuations in the price of
the commodity;

(c) maintenance and improvement of existing markets, and
development of new markets outside India for Indian
virginia tobacco and its products and devising of mar-
keting strategy in consonance with demand for the com-
modity outside India, including group marketing under
limited brand names;

(cc) establishment by the Board of auction platforms, with
the previous approval of the Central Government, for
the sale of virginia tobaceo by registered growers or
curers, and functioning of the Board as an auctioneer at
auction ‘platforms established by or registered with it
subject to such conditions as may be specified by the
Central Government;

(d) recommending to Central Government the minimum
prices which may be fixed for purpose of export of
virginia tobacco with a view to avoiding unhealthy com-
petition amongst the exporters;

(e) regulating in other respects virginia tobacco marketing
in India and export of virginia tobacco having due re-
gard to the interests of growers, manufacturers and dea-
lers and the nation;

(f) propagating information useful to the growers, dealers
and exporters (including packers) of virginia tobacco
and manufacturers of virginia tobacco products and
others congerned with virginia tobacco and products
thereof;

(g) purchasing virginia tobacco from growers when the
same is considered necessary or expedient for protecting
the interests of the growers and disposdl of the same in
India or abroad as and when consjdered appropriate;

(h) premoting the grading of tobacco at the level of growers;

(i) sponsoring, assisting, coordinating or enceuraging scien-
tific, technological and economic research for the pro-
motion of tobagcco industry;

(j) such other matters as may be prescribed,
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(3) Without prejudice to the generality of the provisions of
sub-section (1) and subject to priority being given to mat-
ters specified in sub-section (2) the measures referred to
in sub-section (1) may also provide in relation to tobacco
other than virginia tobacco, for all or any of the matters
specified in clause (c¢) tc (g) of sub-section (2) and for
this purpose any referemce in those clauses to virginia to-
bacco shall be construed as including a reference to to-
bacco other than virginia tobacco,

(4) The Board shall perform its functions under this section
in accordance with and subject to such rules as may be
made by the Central Government and such rules may in
particular make provisions for ensuring that the Board
functions in close liaison with Union agencies, institutions
and authorities concerned with the tobacco industry (in-

cluding growing of tobacco) and avoids duplication of
effort.”

C. Composition of the Board

1.4 Sub-section (4) of the Tobacco Board Act, 1075 deals with
the appointment of the Chairman and members of Tobacco Board,
and the term of office is prescribed in Rule 4 of the Tobacco Board
Rules made thereunder. The appointment of the members of the
Tobacco Board and their term of office are as follows:

(a) A Chairman to be appointed by the Central Government.
His term of office is for 3 years.

(b) three Members of Parliament of whom twe shall be elect-
ed by the House of People -and one by the Council of
States, Their term of office is for three years.

((;) eight members to be appointed by the €entral Government
to represent respectively;

(i) the Ministry of Central Government dealing with
Agriculture.

(ii) the Ministry of Central Government dealing with
Commerce.

(iii) the Ministry of Central Gowvernment dealing with
Finance.

(iv) the Ministry of Central Government dealing with
Industrial Development. ' ‘

(v) the Indian Council of Agricultural Researh.
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(vi) the Government of Andhra Pradesh,
(vii) the Government of Gujarat.
(viii) the Government of Karnataka.
Their term of office is also for three years,

(d) two members to be appointed by the Central Govt. by
rotation in the alphabetical order to represent the Gov-
ernments of tobacco growing States other than the States
of Andhra Pradesh, Gujarat and Karnataka.

Their term of office is for two years.

(e) not more than eight members to be appointed by the
Central Government from amongst growers of tobacco,
dealers and exporters (including packers) of tobacco and
tobacco products, manufacturers of tobacco products and
from amongst persons who in the opinion of the Central
Government, are experts in tobacco marketing, or agricul-
tural economics.

Their term of office is for three years,

1.5 The Board can also associate with itself any persons whose
assistance or advice it may desire in complying with any of the
provisions of the Tobacco Board Act. Such associated person can
take part in the discussions of the Board, but has no right to vote.

Manner of Selection: The Central Government appoints all the
members of the Board, excepting those that will be elected by the
Parliament, after making necessary consultations.

1.6 The first Board was appointed by the Central Government
on 1-1-1976, the Second Board on 1-1-1979 and the third and present
Board was constituted on 1-3-1982.

1.7 The composition of the Tobacco Board, as reconstituted on
1-3-1982 has been indicated as follows:

S|Shri 8

1. M. C, Mahapatra,
Chairman

2. Smt. Suseela Gopalan,
M.P,, elected by Lok Sabha,
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P. Raja Gopal Naidu,
M.P,, elected by Lok Sabha,

. Shri Manubhai, M.P. elected by Rajya Sabha. He retired
from Rajya Sabha on 9-4-1984. He was replaced by
Shri V. C. Kesove Rao M.P. elected by Rajya Sabha).

10.

11.

12,

13.
14,
15.
16.

. Director,

Directorate of Tobacco Development,
3-A, Eldams Road,
Tenyampet, Madras,

Deputy Secretary,

EP (Agriculture) Division,
Department of Commerce,
New Delhi,

. Director, (Finance Division),

Deptt, of Commerce,
New Delhi,

. Director|Deputy Secretary

Dealing with Cigarette Industry,
Department of Industrial Development,
New Delhi,

. Director,

Centra] Tobacco Research Institute,
Rajahmundry, Andhra Pradesh.

Director of Agriculture,
Government of Andhra Pradesh.

Addl. Director of Agriculture
(Cotton, Tobacco, Sugar)
Office of the Directorate of Agriculture,
Government of Gujarat,
Ahmedabad,

Director of Agriculture,
Government of Karnataka,
Bangalore,

B. V. Sivaiah, Andhra Pradesh

D. Veeraiah, Andhra Pradesh \ Representing Growers.

K. S. Kalamari Gowda, Karnataka |
Chekuri Babu Rao, Andhra Pradesh J



7. Kasani Narayana, Andhra Pradesh | _ | |

18, R. Sambasiva Rao, Andhra Pradest L Repre‘éeriting‘ trade

19. Azizulla Khan, Andhra Pradesh | & other interests.
20. P.S.H. Prasada Rao, Andhra Pradesh )

21. Deputy Director of Agriculture Marketing,
Government of West Bengal, Calcutta.

22, Director of Agriculture,
Government of Bihar, Patna.

D. Representation of Growers on the Board

1.8 Under Sub-Section 4(e) of Section & of the Tobacco Board
Act, 1975, the Board shall, among others consis: of:—

“not more than eight Members to be appointed by the Central
Govt. from amongst the growers of tobacco dealers and
exporters (including packers) of tobacco and tobacco pro-
ducts and from persons who, in the opinion of Central
Govt., are experts in tobacco marketing or agricultural
economics.”

1.9 It will be seen from the table given in paragraph 1.7 that the
existing Membership of the Board includes, among others, four
members ‘representing. Growers” and another four “representing

trade & other interests”, in terms of Sub-Section 4(e) of Section 4
of the Act, i

%

'if.-"

1.10 In a Memorandum to the Committee the representative of a
non-official organisation has suggested that out of 8 members
appointed by the Central Govt. from: amongst the growers, dealers,
exporters, manufacturers and from amongst experts in tobacco mar-
keting or agricultural economists, “at least 5 members must be
appointed from amongst the registered growers and the rest of the
three from other interests.” Justifying his suggestion, the representa-
tive testified before the Committee that:—

“there are 300-350 traders in tobacco market. They are get-
ting 3-4 representatives. In Karnataka and Andhra Pra-
desh (alone) there are some 80,000 growers. In the pre-

" sent Board, the actual growers who cultivate tebacco are
only three, My suggestion is that in the Aect itself it
should be provided that at least 5 Members should be
growers.”
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1.11 The Expert Group had also suggested in 1979 that represen-
tation of growers on the Tobacco Board should be raised to 8.

1.12 Asked during evidenee to give his comments on the sugges-
tion to increase the representation of growers-on the Tobacco Board,
the Secretary, Ministry of Commerce stated: —

“We generally agree with this approach that the Board should
have more representatives from the non-officials, specially
the growers. The expert group has suggested that this
number should be increased to eight. But we have
suggested to the Cabinet and it has been approved that
this number of non-officials should be ten, and the growers
would be six...... Cabinet has sanctioned it. Now it is
before the Ministry of Law...... The Bill will have to be
amended. It is Statutory (requirement). We will not be
able to change it unless Parliament takes a decision.”

1.13 Asked by the Committee as to what were the criteria for
selection of four representatives from amongst 80,000 growers, the
Chairman of the Tobacco Board stated:— -

“On the basis of their past experience and the good work they
have done it is decided.... There are certain growers’
organisations which represent region-wise or variety-wise
interests. Same consideration is also given to the views
of (these) organisations.”

1.14 When the Committee expressed the view that the big farmer
interests dominated these growers’ organisations and small farmers
had virtually no representation therein, the representative of the
Ministry of Commerce conceded: —

“In future we (will) try to work it out; we may perhaps lay
down some basic principles about the different categories
of growers who should be represented; but for present,
there is a lacuna.”

115 On being asked by the Committee as to why instead of the
Government nominating their representatives, a pattern of electing
them from amongst the growers themselves should not be evolved,
the representative of the Ministry further stated:—

“in that case it is quite possible that the interests, to which
the other hon. Member referred, might not be served. I
think the bajance of advantage lies in having a person
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who will serve different interests. You want that different
constituencies be constituted; and from these, these people
may be got elected. It will be examined. At present they
are nominated by the Central Government, but the sug-
gestion is that instead of ad hoc nominations, a democratic
method can be adopted.”

1.16 The Committee are glad to note that the Government have
decided in principle to raise the representation of growers on the
Tobacco Board from four to six and that the proposal is before the
Ministry of Law, Justice and Company Affairs with a view to bring up
legislation to amend the Tohacco Board Act 1975. The Committee

hope that the necessary legislation will be brought hefore Parliament
soon,

e et S

The Committee attach equal importance to the necessity of
appointing only bona fide growers as their representatives on the
Board and urge the Government to lay down criteria and procedures
for their selection|clection with a view to ensure not only that
growers representation on the Board is mot usurped by any extra-
neous interest but also adequate representation is given to small and
medium farmers,

E. Economist as regular Member of the Board

1.17 As regards the point whether an agricultural economist has
been appointed a regular member of the Board in terms of Sub-
section 4(e) of Section 4 of the Act, the representative of the Minis-
try of Commerce stated:

“” . for the present it is not so. For the present, the Agri-
culiural Marketing Adviser is invited there as an observer,
and according to our recommendations, which have been
accepted by the Cabinet and have also been vetted by the
Law Ministry. we are going to make him a permanent
member of the Board.”

1.18 Asked by the Committee as to why the proposed arrange-
ment was not made from the very inception of the Tobacco Board,
the representative of the Ministry stated:—

“At the time when the Board was created and the Act Was
passed, the concern of the Members of Parliament was
mainly focussed on two things: (1) how to ensure that the
marketing practice was regulated and good prices were
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given to the farmers; (2) the export was coming down and
how to push it up. At that time, they were so obsessed
with these two considerations that they did not really give
a proper status to the things for a scientific and technolo-
gical development.” e

1.19 As maximisation of exports of Virginia and other exportable
tobacco is the prime objéctive of the Tabacco Board, the Committee
recommend the appointment on the Board of an expert in tobacco
economics, with specialisation international trade in tobacco, in addi-
tion to the Agricultural Marketing Adviser.

F. Induction of a cigarette manufacturer on the Board

1.20 Four Members of the Board are stated to be representing
trade and other interests. A non-official has represented that “in
the present Board there is no representation given to the Cigarette
manufacturers who use 50 per cent of the (Tobacco) production.”

1.21 The Working Group in their Report (1984) on Comprehen-
sive Tobacco Policy has recommended:—

“Although while laying down the production policy at the
beginning of the season consultations do take place in the
Tobacco Board, the Board has not functioned as an ideal
or an adequate forum of consultations. We believe that
the first corrective step would lie in establishing an effec-
tive consultation machinery which will facilitate taking a
view on macro balance of supply and demand. For this
purpose, we recommend that representation should al-
ways be provided for cigarette manufacturers on the
Tobacco Board.”

1.22 Asked during evidence to give the break-up of the four
members representing ‘“trade and other interests” in the present
Board, specifying the precise interest represented by each of them,
the representative of the Ministry of Commerce stated:

“About the members who are there, I can mention that there
are four members: Mr. Sambasiva Rao, he is representing
the interests of trading and exporters; Shri Azizulla Khan,
he is an exporter and promoter; ‘Shri Prasada Rao rep-
resenting the trading interests, and Shri Kasani Narayana
representing the small dealers and growers. As for the
main thrust, we entirely agree with you that a represen-
tative of the cigarette manufacturers should be there on
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the Board, and since it is due to be reconstituted from
1st March, 1985 it is our recommendation and it is our
wish that the representative of the Cigarette manufac-
turers will be on the next Board...... Decision has been
taken.”

1.23 The Committce are of the view that fer keeping an effective
liaison with the cigarette manufacturers, who consume a substantial
portion of tebacco preductiom in the ceuntry, it is necessary that a
representative of cigarette manufacturers should be appointed as a
regular memher of the Tobacco Board, Such a step would also help
in making the cigarette industry amendable to the broad policies of
Tobazce Board,



CHAPTER 11
ORGANISATION
A. General

2.1 The Board consists of 3 statutory officers appointed by the
Central Government viz, Chairman, Executive Director and S);cre-
tary. The Tobacco Board Act authorises the Board to appbint such
other officers and employees as may be necessary for the efficient
performance of its functions.

2.2 The Head Office of Tobacco Board located at Guntur (Andhra
Pradesh) has 5 departments viz. (1) Administration headed by
Secretary; (2) Finance and Accounts headed by Manager (Finance
and Accounts); (3) Production headed by Manager (Production) —
(Vacant); (4) Marketing and Market Research headed by Manager
(Marketing and Market Research); (5) Publicity and Public Rela-
tions headed by Manager (Publicity and Public Relations). For
export promotional activities, a post of Assistant Manager (Exports
Promotion) has also been sanctioned. Besides, the Tobacco Board
has under it 8 Branch Offices 4 Liaison Offices and 37 Field Offices.

2.3 The Government of India have in November, 1981 sanctioned
a Directorate of Auctions in Karnataka. The Directorate is headed
by a Director. The Directorate of Auctions in Karnataka has a
Central Organisation with a Deputy Manager (Accounts), an Assis-
tant Manager (Auctions), and a Statistical Officer.

4

B. Regional Committees

2.4 Section 7(1) of the Tobacco Board Act provides that “the
Board may appoint such Committees, as may be necessary for the
efficient discharge of its duties and performance of its functions
under this Act.” y

2.5 It has been suggested in a Memorandum submitted to the
Committee by a private party that as the entire Tobacco Board can
not visit all the Tobacco growing places in the country, the Board

1004 LS—20.
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should form Regional Committees consisting of members in direct
contact with Tobacco growers and traders etc, and nominate only
such members to the Board of Directors, for taking into consideration
difficulties in Tobacco trade at regional level and chalking out im-
provement therein,

2.6 Expert Group in their Report on Tobacco (1979) had also
recommended that “Regional Committees of the Tobacco Board may
be constituted by the Board comprising a few members of Tobacco
Board and knowledgeable persons from the region, who could focus
the problems of tobacco grown in such regions....”

2.7 Asked during evidence whether as at present composed the
Tobacco Board was in a position to fully assess the diverse problems
of Tobacco industry in various regions and to state the relevant
safeguards taken by the Board in that regard, the representative of
the Ministry of Commerce stated:

“The basic concept of the regional committees again emanates
from the major recommendations which were made by
the Expert Group. They said that all types of tobacco
growers should be brought under the Board, But the
decision was that only Virginia tobacco should be under the
Board. Since the area of interest was limited only to
Virginia tobacco we could not think in terms of the regional
committee as such. But if you talk about the work of the
regional committees, you will find that there is some good
work done by the regional committees tried in Andhra
and some other regions. There is a sub-committee in
Karnataka which is taking care of that particular region.
This is now the two or three growers who are on the
Board, represent these different States. So, I would say
that since we did not accept the Regional Committee idea
on the main recommendations of the Export Committee,
we could not follow the consequent recommendation made
by them.”

28 In view of the variation in climate, nature of soil and cropping
seasons affecting the needs and arrangements for supply of invuts
to growers in different virginia tohacco growing regions of the
country, the Committee recommend the setting up of four Regional
Committees of the Board—one each for Andhra Pradesh, Karnataka,
and Gujarat and areas contiguous to these stores and one for other
virginia tobacco growing State-with a view to project and supervise
the arrangements for regulation of production and marketing of Vir-
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ginia tobacco, coordination of research and ertension, and supply of
necessary inputs to the growers etc. with special reference to the
peculiar problems of the respective State regions.

C. Induction of Tobacco Scientists as Executive Director

2.9 In a memorandum to the Committee, it has been stated that
“the staff (of the Tobacco Board) are not fully and properly utilised
for duties assigned to them because of the lack of an experienced
tobacco scientist as an Executive Director. Everybody is a fresh
recruit without any basic knowledge of tobacco.” Elaborating his
point before the Committee the person who had submitted the
Memorandum had added that “If the Executive Director is a tobacco
scientist, he can guide young people in field on extension work.
- Otherwise they have to depend on Central Tobacco Research Insti-
tute. Now they... (go to) the Institute for training in summer for
15 days which is not enough. If the Executlve D1rector is an TAS
Officer, he can only do administrative work...

2.10 A representative of the tobacco growers has also pointed out
in a memorandum to the Committee that at present there are three
IAS Officers and no senior qualified technica] officer worthy of name
in the Board to organise production of this export oriented commodity
and has suggested that “it is reasonable to have at least two specia-
lists. .. (and) not more than one Senior IAS Officer.”

2.11 Asked by the Committee during evidence to give Govern-
ment’s reaction on the above suggestion, the representative of the
Ministry of Commerce stated:

“Here we want to submit two or three points. If you take the
functions of the Executive Director as such you will find
that the functions are administrative, managerial and
that of a coordinator. We, therefore, feel that in this
particular area an administrative officer would be much

better than a technical man,

Then, Sir, the Board has never received a representation from
the growers that they have found inadequacy of technical
knowledge or performance from the Executive Director,
what they are wanting is that there should be more in-
puts of technology to come from the institutes and
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laboratories for which the extension activities and the
activities of general technical man is required. Sir, we
are not minimising the value of the technical man but as

the Act envisages the Executive Director need not be a
technical man.”

2.12 On being pointed out by the Committee that while the work
of Tobacco Board relating to marketing etc. could be attended to
by a non-technical Executive Director, the work regarding imple-
mentation of production policy of virginia tobacco could be done

well only by a technical hand, the representative of the Ministry of
Commerce replied:

~“I completely agree with you that there is a need for techni-
cal man, need for technical knowledge, technical pro-
grammes have to be taken up. But that is not the same
thing as the managerial and administrative responsibilities
which are located in a particular person, that is, Executive
Director. One of the functions definitely is to work out
such programmes. But that is where generally—may be
the Secretary to the Government in the Ministry of
Agriculture or lanywhere—you find that they have got
advisers. ... This is correct that we definitely need a man
who would take care of technjcal programmes and he
would be able to assist in drafting and inviting other
agencies to take interest in this particular work. What
we have suggested is that there is definitely a need for a
tecinical assistant or a technical officer and they must
have also consultants..... One more thing you might
consider. If you want to get a real technical man, it is
not possible because your -salary scale is never attractive
for him. That is why generally in all our Ministries the
advisers and consultants that we have engaged get higher
scale of pay, perhaps may be more than the Secretary to
the Government or the Director in that particular area.
That, in our view, is a better approach to meet the neces-
sity which vou have expressed just now....Today, they
have got an Officer at the level of Manager (Production).
But we are suggesting that the post may be upgraded so
that there may be one man who should be able to engage
in consultancy service and also do other work. If there
is one man to look after both the works, he may not be
good enough in all respects. I do not know why you
should have an Exectutive Director having management,
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naving budgeting knowledge and other things. On the
other hand, yoa must have a technical wing, This tech-
nical man supported by the consultants and advisers
should be able to launch and spearhead programmes in
this area.”

2,13 The Committee zgree with the Commerce Secretary  that
there is need for a well-org:nised technical wing in the Tobacco
Board, headed by a competent technical officer having adequate
knowledge and cxperience to be able to provide extension services
and technical advice to tac farmers. He should have under him ade-
quatc number of technical officers. The status and scales of pay of
the person heading the technical wing and of those under him should
be such us to attract techmically qualified and experienced men to
the posts. The Committee trust that the Ministry|Board will give
prompt attention to this matter. ’

D. Directorate of Auctions and Auction Systems

2.14 Section 13 of the Tobaceo Board Act, 1975 provides that “No
registered grower or curer shall sell or cause to be sold virginia
tobacco elsewhere than at an auction platform registered with the
Board in accordance with the rules made under this Act or establish-
ed by the Board under this Act.”

2.15 The Ministry have stated in this regard that, “........ the
Board has taken up a scheme with the approval of the Central Gov-
ernment for introducing auction system in Karnataka with effect
from 1984 marketing season (September—November 1984). The
Scheme envisages setting up of 8 platforms at 5 Centres i.e. one at
H.D. Kote, two at Hunsur, three at Periyapatna and one each in
Ramanathpura and Shimoga. This is for the first time such u
system -is being introduced in India on Zimbabwe Pattern.”

2.16 Asked by the Committee during evidence as to when the
Directorate of Auction was actually established and what had been
its activity since then, the representative of the Ministry of Com-
merce stated:

“The Directorate of Auction was established in April, 1983
We were waiting for the scheme to be approved and once
the scheme was approved, the Director was appointed in
September last, the man from Karnataka who has taken



over this particular job. As far as the activities in
Karnataka are concerned, construction of intira-structure
needed for platforms has been done, the field organisation
was set up by him and the rules and regulations necessary
for it have been worked out and we have also conducted
test auctions before the work actually began. I would
say that we are fairly satisfied with it and the response also
from Karnataka has been very good. There are two areas
specially in Andhra and Karnataka. In Andhra we have
to start the work. A decision was taken that we have to
start from a year where a new crop starts coming. The
previous system was not quite suitable and we thought of
this auction system. We wanted to concentrate on only
one system and assess the improvement. Actually, there
is a difference between the cropping season of Karnataka
and that of Andhra. We are trying to start this auction
system in Andhra also.”

2.17 On the Committee inquiring as to why the Auction System
was not introduced from the 1984 marketing season in the other
major virginia tobacco growing State of Andhra Pradesh also, the
witness added:

“We have done test auction. For launching the schemes we

require the infra-structure and other facilities.... To
conduct auctions in A.P. we require Government assis-
tance to build up infra-structure.... Unless the infra-

structure is ready, unless the Department of Finance clears
the file, we will have to be careful in announcing the
decision.... we will send our proposals to Finance about
the number of officers required and the staff to be sanc-
tioned. The moment we get the approval from the Gov-
ernment, we will start.”

2.18 Citing the advantageé of the introduction of Auction system
for virginia tobacco in Karnataka from the 1984 marketing season,
the representatives of the Ministry informed the Committee:

“Earlier the payment used to be delayed. Now within ten
days the farmer collects the price of the tobacco.... The
best tobacco which was fetching only Rs. 18/- per I-{g.
(before Auction System in Karnataka) is now fetching
much more, about Rs. 22/-.”
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2,19 The Committee are glad to note that in order to secure for
the farmers of VFC tobacco a better price for their produce, the Mi-
nistry|Board has introduced the auction system of sale of tobaeco in
Karnataka State w.ef. 1984 marketing season. The Committee,
however, regret 1o note that the system could not be introduced si-
multaneously in Andhra Pradesh, which is the largest producer of
VFC tobacco, and other producer States. The Committee strongly
urge that the Ministry|Board should so time the provision of pre-
requisite facilities and arrangements as ‘o be able to introduee the
auction system of sale of tobacco in Andhra Pradsh and other States
at least from 1985 marketing season,

E. Strength of Field Staff: Work Study Units’ recommendations

2.20 According to the Ministry, the position of the sanctioned
strength of the Tobacco Board from time to time is as indicated
below:

As on 1-1-1976 .. 17
1-1-1977 . 68
1-1-1978 SR b ¥ {
1-1-1979 .. 130
1-1-1980 132
1-1-1981 .. 135
1-1-1982 o 137
1-1-1983 R 1§
1-1-1984 .. 260

2.21 Giving the reasons for steady increase in staff strength of
the Board during the last 8 years, the Ministry have stated:

«1978: The Government of India sent Internal Work Study
Unit (IWSU) team to assess the staff already sanctioned
and extra staff required. Government had sanctioned
extra staff of 49 posts on the recommendations of IWSU...

1983: The Internal Work Study Unit team once again visited
the Tobacco Board and assessed the Workload after imple-
mentation of the Act to a greater extent. In the light of
their recommendations an additional 110 posts were sanc-
tioned.” '
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4.22 Asked during ewvidence to state tne major recommendations
of the IWSU’s tnat visited tne ‘l'obacco board m 1978 and 1983 and
the number and particuiars of additional posts recommended by the
~Unit as a result of 1is assessments 1n 1978, tne representative of the
Ministry of Commerce stated:

“As regards the major recommendation I quote for your kind

consideration. One was that it should be able to open

more branch offices. Secondly, they recommended merger

of technical supervisor’s posts and marketing supervisors.

Then they suggested creation of an export promotion
wing at the headquarters and they also suggested creation

of a new cadre between Field Officer and Field Attendant

as Junior field officer. They also suggested delegation of

financial powers to branch officers and creation of an

internal audit wing. Now if you look at the results you

will be happy to find that three Branch Officers and twenty

sub-offices in various tobacco growing areas were created,

including Karnataka. This will enable us to increase the

ratio of field officers to farmers. The extension wing also

was strengthened. As a result of the additional posts

sanctioned in 1982 the head office could be strengthened -
further in respect of Promotion Wing. A separate market-

ing cell and two branch offices were also set up.”

2.23 On the Committee’s comments that the posts did not appear
to have been filled to the extent recommended by the Work Study
Unit, the witness replied that all the staff sanctioned had been
deploved. The witness however agreed with the Committee that the
entire virginia tobacco growing area could not be covered so far.
When the Committee pointed out that the spread-over of the field-
staff was not even, say between Karnataka and Andhra Pradesh, the
representative of the Ministry stated that the reasons therefor were
that Auction System had heen introduced so far in Karnataka only
and while the area in Karnataka was extensive, in A.P. it was ‘con-
centrated’. When the Committee further pointed out that even in
Karnataka the staff was not adequate, the witness replied
that there were 28 officers in Andhra Pradesh and 12 in Karnataka
and that the norm was one officer for 300 farmers and this com-
pared well with any Extension Organisation.

2.24 In a written note on the number of Field Officers of Tobacco
Board in position in Andhra Pradesh, Karnataka and Gujarat sepa-
rately and the average acreage of Virginia tobacco land attended
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to by a Field Officer in each of the three States, the Ministry have
stated that in Andhra Pradesh there were 55 Field Officers/Jr, Field
Officers attending to 150533 hectares; thus the average Hectarage
attended to by a Field Officer/Jr, Field Officer was 2737. In
Karnataka there were 7 Field Officers/Jr. Field Officers attending to
23,900 hectares thus the average hectarage attended to by a Field
Officer/Jr. Field Officer was 3,414. In Gujarat a total of 43 hectares
was under cultivation of VFC tobacco in 1984. In view of the
negligible area under cultivation, Tobacco Board has not opened
Field Office in Gujarat. However, a Field Officer was deputed to
Gujarat for attending to Registration work etc., every year for a
limited period.

2.25 The Committce note that the average hectarage that each
field officer is required to attend is 2737 in Andhra Pradesh and 3414
in Karnataka. The represeniative of the Ministry has admitted that
the entire virginia tobacco growing area could not be covered so far,
The Committee would like the Board|Ministry to assess annually
whether the number of field officers is adequate to effectively:cover
the area under virginia tobacco cultivation and to adjust the strength
suitably in the light of such assessment. )

F. Filling up of Vacancies

- 2.26 According to the Ministry, the Budget Estimates and actual
expenditure .of the Tobacco Board on Salaries and Allowances were
as follows during the last 5 years:

Yeor Burlget Revised Actual Exneondi-'"Variation bet-

Estimates Fstimates ture (Rs.) « ween Revised
FEstiirates &
Actual
J Expenditure
(Rs.)
- ———
1¢79-80 12,63,000 12,63,000 13,62,673 % (+) 099,673
19%0-81 20,00,000 16,00,000 14,13,959 ' (—) 1,86,041
1931-82 24,000,00 18,00,000 15,25,473 —) 2,74,527
1982-83 23,00,000 22,00,000 19,08,737 (—) 2,91,263
1983-84 30,00,000 30,00,000 26,19,176 (=) 3,50,824

227 In the context of the shortfall in the actual expenditure
during the period, 1979-80 to 1983-84, the' Committee asked the
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witness during the evidence as to how many posts had been sanc-
uoned but nou nlled Up dUrINg LS PEriod. ‘lne wiiness repled:—

“.... Most of the posis were filied up between July 1983 and
December, 1983...." Lhere were only two posis involved
(not filled), one was the post of Manager (Production)
and the other was the post of Assisiany Manager (lixport
Promotion).”

2.28 On being asked by the Committee as to how the work of
the Board was carried on without filling these crucial posts, the
witness stated that the post of Assistant Manager (Export Promo-
tion) has lately been filled up. According to him, aiter the post was
sanctioned, tne requisite qualification of the inciunbent and recruit-
ment procedure was worked out. Then the posts were advertised.
All these things took some time,

2.29 When the Committee pointed out that the post of Produc-
tion Manager was kept vacant for four years, the representative of
the Ministry stated that the post was sanctioned in 1982 only. The
post carrying the pay scale of Rs. 1100—1600 when advertised did
not get response from the people of requisite qualification,

- 2.30 In a detailed written note indicating various posts which
have remained vacant in the Tobacco Board during the period from
1979-80 to 1983-84, the period for which each post has remained
vacant and the reasons therefor, the Ministry have informed the
Committee inter alia that:— .
“theé post of Manager (Rs. 1160—1600) (Publicity and Public
Relations) remained vacant from 19-8-1977 to 6-2-1983;

that of Manager (Production) (Rs. 1100—1600) remained
vacant from 3-9-1982 till date; and ,

that of Director (Auctions) (Rs. 1800—2000) remained vacant
fliom 12-11-1981 to 31-8-1983.”

2,31 Th ¥ Committee are surprised to find that important senior
level posts §n the Board have remained un-filled for as long as 5
years. Whétever be the formalities for selecton of a candidate,
such delays in filling up the posts cannot be ignored. Unless officers
at senior levels are in position to give proper and timely guidance,
it is diffcult to conceive that the Board could function as effeciently
as it should during the period the posts had beem kept vacant, The
Committece would like the Ministry|Board to make serious efforts in
future to fill up the vacancies expeditiously so that the activities of

the Board are not hampered.
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G. Travelling Allowance

2.3. The Ministry have intimated that the allotment of funds
and actual expenditure of Tobacco Board under the head Travel-
ling Allcowance were as follows:

Year Budget Revised Actual Variation bet-
Estimates Estimates Expenditure ween Revised
Estimates and
Expenditure
Rs. Rs. Rs. Rs.
1979-80 . 1,50,000 1,35,000 1,49,628 (+) 14,628
1980-61 1,50,000 1,50,000 1,94,088 (+) 44,088
1981-82 . 1,50,000 2,00,000 2,20,704 (+) 20,704
1982'83 . 2,50,000 2,50,000 3’50)582 (+) 1’001582
198384 . . 2,75,000 4,00,000 6,05,746  (+) 2,05,746

2.33 According to the Ministry, the expenditure has exceeded
the estimates “....mainly due to intensive tours undertaken by the
officials frorn time to time and frequent meetings of the Board and
its Committees,”

2.34 Explaining during evidence the expenditure incurred by
the Board in excess of the Budget estimates over the years, the
representative of the Ministry of Commerce stated that when the
State Trading Corporation came in (for Market Intervention) more
work had to be done. When the Committee observed that funds
for Travelling Allowance should have been asked for by the Board
on the basis of expenditure incurred during the preceding few years,
the Commerce Secretary admitted that “the procedure needs to be
improved in the light of this experience.” ~

235 The Committee hope that estimates of expenditure would
be computed by the Board in future more realistically at least at the
stage of framing revised estimates, taking into comnsideration actual
expenditure during the preceding 3 years, the cash flow trend ob-
served during the current year and the projected activities of the
Board or the concerned officers during the remaining part of the
year,
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H. OQverlap of Functions with Directorate of Tobacco Development

2.36 In a memorandum to the Committee it has been suggested
that."the ’l‘ot?acco Development Directorate which has similar over-
lapping functions should be merged with the Tobacco Board so that

the additional staff proposed by the Tobacco Board can be reduced
to that extent in 7th Plan.”

. 2.37 During evidence when the Committee asked the representa-
tive of the Ministry as to what were the objectives and functions of
the Directorate of Tabacco Development and how far they agreed
that the same were overlapping with those of the Tobacco Board
and that the two Organisations should be merged, the representative
of the Ministry of Commerce stated:—

“The Directorate of Tobacco Development was established in
1966 at Madras and is under the Ministry of Agriculture.
Its chief function is to provide financial assistance for
tobacco production of all types. The main non-Plan
Scheme relates to production of seed and seedlings and
training programme. The chief plan scheme is for pro-
duction and development of new exportable varieties of
tobacco such as cigar tobacco etc. There was no Sixth
Plan Scheme. Schemes for Seventh Plan are under for-
mulation and preparation, The Tobacco Development
Directorate organises supplies of inputs like potassium
sulphate etc. to all agencies concerned, It also oversees
the State programmes of tobacco development, There is
no -extension wing and the Directorate operates only
through State Agricultural Directorates, There is no mar-
keting function and there is no research function. So, it
will be observed that the scope of the Directorate for
Tobacco Development is very wide. On the other hand it is
chiefly concerned only with a few items, the main one of
which is the provision of seed and seedlings and conducting
training programmes, overseeing extension in the deve-
lopment of all types and varieties of tobacco. Tobacco
Board is a very specialised agency in the sense that it
handles only one type of tobacco. Therefore, the need of
some Directorate which would look after the overall deve-
lopment of tobacco industries of all types continues to be
there. As a matter of fact this particular recommendation
was made by the 1979 Working Group. It is again made
in the context of making the Tobacco Board responsible
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for all types of tobacco. Once that recommendation was
not accepted, the question of merger of the Directorate of
Tobacco Development and Tobacco Board does not arise
because it has residuary functions with respect to other
types of tobacco. Secondly you will kindly see that the
staff strength is only about 45 in the Directorate. There
is one Director, one Deputy Director (Development) and
one Deputy Director (Marketing) and there are some
statisticians. There is only one field office with a staff of 35
persons. 'So, in essence, it is a kind of catalyst and it is a
small organisation, while it is a very intensive and action-
oriented executive type of organisation and in these circum-
stances, the question of merger of these two organisaiions
does not arise.”

2.38 When the Committee observed that the functions relating to
Virginia tobacco being performed by the Directorate of Tobacco
Development should be transferred to the Tobacco Board to avoid
overlapping of such functions, the Commerce Secretary stated: —

“Basically we agree with you. As you have described, the
Tobacco Board is confined only to the virginia tobacco and
the other Directorate is for all tobaccos spread all over
the country. We have got to see in respect of virginia
tobacco what is the function which is being performed by
the Directorate which may be overlapping. In actual
work, in fact it is de facto rather than de jure. ([They
are confining themselves only to the extent of evalua-
tion of crops and these data when received halp us in
determining the minimum prices. If there is a duplication
of work, it is only in the extension wing which is at the
State level rather than at the Directorate level. But Sir,
taking your advice, what we have got to do is again to sit
down and see if there are any items of work which the
Directorate is doing with reference to virginia tobacco
and then take it over thus confining ocurselves only to
virginia tobacco.”

2.39 Another representative of the Min'stry then added:—

“Here 1 want to clarify a small point Sir. I told you that there
is one Deputy Director (Marketing) in the Directorate.
But actually he is the Deputy Director of Inputs because
one of the main functions is to supply inputs like potas-
sium sulphate. Their other function is to collect statis-
tics from tobadco growing states in regard to area under
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cultivation, yield, etc. Then it is reported to the Econo-
mic Adviser in the Ministry of Agriculture. These are
their main functions in addition to development of seed
and seedlings.”

240 The Committee recommend that with a view to remove
overlapping and duplication in the functions of the Tobacco Board,
which is under the Ministry of Commerce and the Directorate of
Tohacco Development under the Ministry of Agriculture, the two
Ministries should go inte the functions of both the Organisations
and affect transfer of functions from one Organisation to the other
as may be necessary. In th's context the Committee would em-
phasise that the. entire responsibility in regard to virginia tobacco
should legitimately remain with the Tobacco Board.



CHAPTER III
DEMAND AND PRODUCTION

A. Assessment of Demand

3.1 Under Section 8(2) of the Tobacco Board Act, one of the
functions of the Board is “keeping a constant watch on the virginia
tobacco market, both in India and abroad and ensuring that the
growers get a fair and remunerative price for the same and that
there are no wide fluctuations in the prices of the commodity.”

3.2 However, according to a Tobacco expert, the Tobacco Board
has not succeeded so far in keeping a constant watch on the Virginia
tobacco market in India and abroad “as they have no mechanism
developed till now to assess the market demand of fluecured tobacco
in advance.” The same expert has suggested that the Board should
therefore ascertain the domestic demand for the next year from all
the cigarette manufacturing companies of India individually and
exactly as this information is easy to obtain...” and “with regard to
export demand, bilateral agreements should be signed between our
country and USSR|UK|Japan|Bulgaria|Egypt etc, one year in advance
to have an estimate of the export demand every year.”

3.3 In another Memorandum to the Committee, a company Exe-
cutive has suggested: —

"¢“As per the Tobacco Board Act, it (the Board) has the autho-
rity to regulate Flue Cured Virginia tobacco production.
Approximately 50 per cent of the tobacco is exported and
the balance is utilised in the domestic market. It would
appear that the demand for exports, as well as domestic
demand is not assessed on a scientific basis, resulting in
surplus production rather than shortages.

1t is recommended that a cell be created, which should meet
well in time to assess the export demand from past trends
and the ‘domestic demand thereby regulating the produc-
tion. For example, imnorters prefer Light Soil Tobaccos
to Traditional tobaccos and hence the regulation policy
should be tailored to encourage production in the Light
Soils rather than apply a uniform policy irrespective of

25
1004 LS—3.
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the customer preferences,

demand to keep in balance
keting.”

This will enable the supply|
resulting in healthy mar-

3.4 The Working Group in their Report on Comprehensive
Tobacco Policy (1984) has also pointed out that “The Board does not
have sufficient market intelligence either of the domestic market or
of the export market... A concerted effort will be ne-essary to im-
prove the market intelligence, particularly on export front. For this
purpose we recommend that the Tobacco Board should arrange the
services of a qualified consultant who will devise the systems ar

and
procedures and recommend appropriate organisational set up.”

3.5 Asked during evidence as to how the domestic and export de-
mand was being assessed by Tobacco Board at present and whether
any experts|consultants had been employed by the Board for the

purpose as recommended by the Working Group, the representative
of the Ministry of Commerce replied: —

“Government have accepted the second recommendation of
having an expert or a-consultant, But our reason for
accepting the recommendations are slightly different than
the views of the two experts quoted here. The real pro-
blem of demand and its forecasting is (i) for short-term
and (ii) for a long-term. Where as we are weak is in
long-term forecasting and we are not weak as far as short-
term forecasting is concerned. I will mention the various
élements involved in this. The forecasting of unmanu-
factured tobacco is a bit difficult because unmanufactured
tobacco is consumed at various levels, In the case of
manufactured tobacco, that is, for manufacturing cigarettes
the manufacturer keeps it for two years and moreover he
buys it in a particular year when its price is low. He
has the freedom to buy less quantity or more. If they
are making 83 billion cigarettes in India, it does not
mean that they would be necessarily purchasing for
that much quantity in a season. They are free to buy
something more when the prices are low and something
less when the prices are high.

The second problem is that in the case of tobacco, a large por-
tion of it is a dry crop, is a rain-fed crop. There is a
short variation in cropping. Sometimes, there is a bumper
crop. Whenever there is excess in production, they will
not just buy all the quantity. Similarly, production of
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tobacco also fluctuates and when such fluctuation takes
place the international demand is bound to vary. Oniy
tactical] measures can be taken to support this. Now, there
are three types of marketing this commodity.

Ab~ut 65 to 70 million Kgs. are sold to various countries. We
sell about 30 m‘llion Kgs. to USSR after due testing or
negotiation is made. Then, we sell about 20 million Kgs.
to EEC market. Then there are small markets like ‘the
East European countries who take about 5 million Kgs.
Japan takes about 2 million Kgs. Now, Egypt may come
this year with a demand of 5 million Kgs. So, we have
three types of marketing. One is that the marketing is
done through bilateral agreement as in practice in the
case of USSR. The second type is that the purchases are
made by the State monopolies, like Japan where you can
negotiate with them and you can also have Ilong-term
agreement, etc. Some of the countries in the Middle East
have slso got some organisation for buying this commo-
dity. Egypt buys tobacco, tea, etc. through State mono-
rolies. The third type of marketing is done by countries
like Britain where our tobacco is baught taking into
account the prices of tobacco of other competing countries.

As far as estimating the broad levels of demand of domestic
industry in India, which is a residuary buyer,.is concer-
ned, if the demand of the foreign buyers is high, then they
will buy less and vice-versa.

The Tobacco Board uses three or four devices. It keeps track
of the production situation around the world through
newsletters, documents, magazines etc. Very important
role is played by the information with the importers and
exporters and the Board members keep in touch with
them. Then, we try to negotiate where there-is a mono-
poly orf Government buying, not only in regard to the
annual purchas€, but on long term basis also. +In this area,
we are not very weak. This is the way, the forecasts are
made in the tea and coffee areas.”

3.6 Asked' by the Committee as to how the Board assessed the
local demand, the cigarette industry being a residuary buyer, the
representative of the Ministry of Commerce stated:—

“The cigarette industry is not under us. But. we have meet-
ings with them, we have a dialogue with them (about)

1004 LS—3
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how much they would buy in a particular year. It is a very

heavily excised item. If the price of certain cigarettes
goes up, then the demand falls very sharply. Budget is a
great indicator of the demand for the next year. It is a
complex judgement after looking at the installed capacity,
last year’s production, ‘State of taxes, state of growth rate
and things like that. It is after all a matter of judgement.”

3.7 The Committee are not aware whether, in response to the
recommendation of the Working Group on Comprehensive Tobacco
Policy (1984) accepted by Government, an expert or consultant has
been appointed. They would however emphasise the importance of
collecting sufficient and accurate market intelligence—both foreign
and domestic—and of orientation of virginia tobacco production
policy in the light thereof so as to avoid a situation of glut in sup-
plies quite out of proportion to the overall demand affecting domes-
tic and export prices.

B. Pattern of internal consumption and position of Cigarette industry

3.8 The Ministry have stated in the Preliminary Material that:

“The production of cigarettes has increased considerably over
the past 10 years (63,751 million pieces in 1973 to 86,838 in
1981). Even though the precise data is not available, it is
understood that there is considerable shift from use of
lamina to stems, scrap etc. as also a shift in faveur of
burly varieties in the cigarette manufacture. Since the
manufacturers are out of the purview of the Tobacca
Board Act, there is no role that Tobacco Board could play
either in regulating consumption of tobacco or in divert.
ing consumption to other desirable ends.”

3.9 The representative of a growers’ organisation has stated that
“there is a clear change in the pattern of consumption by our domes-
tic cigarette industry and that they are now using more of low grade
tobacco etc.” According to him the “indigenous consumption of Vir-
ginia tobacco produced in the country would be about 15 per cent
of the total value of production.” He has therefore suggested that
this “new pattern of consumption by our domestic cigarette manu-
facturers needs correction, so as to correct the weight and value
ratios to be the same.” He has further suggested:

“Cigarette industry has not been brought under the purview
of the A-t, with the result, the Tobacco Board is unaware
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of the quality and quantity and requirements of its domes-
tic industry, which keeps the data as trade secret.”

3.10 Asked during evidence to give the Government’s reaction to

the above suggestion, the representative of the Ministry of Com-
merce stated:

“Cigarette industry is not under the control of Tobacco Board.
In the amendment we have provided for registration of
cigarette manufacturing units by the Tobacco Board. This
will mean control on the industrial activity.

On the one hand the farmers want higher prices and they
want to produce more tobacco. On the other hand the
cigarette industry in India is under severe pressure to
maijntain the demand for VFC Tobacco.

According to the Cigarette industry the Chief reason is the
very high rate of taxation—excise has been introduced
during 70s. To-day the excise collections are almost Rs.
900 crores and this is the second biggest excise earner.
The consumer is always price resistant. The demand falls
with the increase in price. The answer of the industry
was to reduce the volume of the cigarette and packing
expenses and finally to reduce the quality of the cigarette.
The total use by the Cigarette Industry of the higher. gr'c‘zde
tobacco has sharply fallen and greater proportion is tnat
of scraps. Purchase of VFC has shifted to the lower ra.te.
The reason is chiefly the incidence of excise. The excise
is ad valorem and it has higher rates for higher value.
Therefore, there is premium in producing a low?er value
cigarette because the dut}( rates on lower va}ue is lower.
Though in 1984 full examination of th_e subject was_rtot
possible, still some broad recommendations were made:

Higher progressivity of the excise should be considered.

Cigarette industry should be brought under the ToC;)accz)1
Board, to control Toba~co Industry on the one hand an

to modify the high excise payable by Cigarette Industry
on the other.

- 1f you want Tobacco Board to be effective, it shoul.d have sor.ne
o Vsay in the Cigarette Industry and some say 1n the excise

poliey,



30

Tobacco growers say that tobacco is purchased by auction. It

is given minimum support price. Therefore, there is pro-
blem to sell tobacco if it is of low grade and for export if
it is of high grade. It would be quite good if excise rebate

on the use of tobacco or purchase is given, through the
Tobacco Board.

When there was States intervention, S.T.C. purchased 14000

tonnes of tobacco and it stayed with them for more than
one year. We gave rebate to dispose it of. We can be effec-
tive in the market if we have some 5 per cent or 6 per
cent rebate in excise for use of tobacco.

In 1084 we made a proposal that the cigarette industry should

be brought under Tobacco Board in the same fashion as
the tixetile industry is with the Department of Textiles.
That is the idea—that licensing power should continue
with the Ministry of Industry but day-to-day control and
management should be the function of the Tobacco Board.

Every year the Cigarette Industry has been submitting memo-

randum about the impact of the excise duty on the quality
of cigarette. Excise duty should go down or the progres-
sivity should be reduced. Because smoking is a health
hazard and perhaps the revenue loss may be considerable,
every year the excise duty has been increased. Progres-
slvity has been increased. No progress has been made in

taking steps to use high grade tobacco in the Indian
Cigarettes.

There is a conflict of views on the encouragement of Indian

cigarettes for strengthening tobacco market. In our view
the Indian cigarette industry should compete for high
grades of tobacco so that tobacco growers get better price
and we are not at the mercy of foreign buyers. If you
produce good quality of cigarettes, you may be able to
export more cigarettes. The other view is it plays the

role of buffer by utilising lower quality which otherwise
would get lower price than scraps.

Today in Cigarette Industry 40 per cent of the volume is sold

at 15 per cent of the price. If the cigarette industry does
not buy tobacco, there will be alternative market ‘beerl
industry’. Unless we have cigarette industry with us or
we have a say in the excise policy, the pattern of consump-
tion in the cigarette industry of tobacco cannot be tackled.”
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3.11 Asked by the Committee what action had been initiated by

the Ministry to bring the cigarette indust
ry under th i
the Tobacco Board Act, the witness added: e purview of

“Our Minister has taken up this issue with the Industries
Minister and presently the position is that th

€ pro;
are not acceptable to them.” proposals

.3.12 When asked whether the Government was not in a position
to impose restrictions on the use of stem and scrap by the Cigarette
manufacturers, the representative of the Ministry replied:—

“The restrictions on the use of tobacco in the cigarette indus-
try are on scientific basis keeping in view the tar and ni-
cotine content. But to say that they should not use stems
may be a difficult proposition “ecause stems have been
legitimately used. So also scrap has been used. A torn
material is called scrap. Theoretically, it is similar to the
leaf. I do not think it will be feasible to put such restric-
tions. But the real answer is to give incentives. The real
thing is that we should evolve a certain policy and decide
as to what should be the growth of the tobacco industry
1n the Seventh Plan and what should be the consumption
of various grades of tobacco and then all the other instru-
ments of excise duties, etc. should be so fitted that this
objective is achieved.”

3.13 When the Committee suggested that the question of incen-
tives by reducing excise duties could be pressed with the Finance
Ministry the witness added:

“As a matter of fact, we d'd in 1984 make a proposal to the
Ministry of Finance that for all tobacco purchased by the
Tobacco Board, and sold to the cigarette manufacturers,
there should be a rebate allowed on excise to regulate the
prices. But the proposal was rejected. I agree that we
should argue about it in a better way and continue to
take it up with the Finance Ministry. What is required
is acceptance of a policy at the national level. Today,
there is nobody prepared to think in terms of development
of tobacco industry. They want to reduce the consump-
tion of cigarettes.”

3.14 The Committee recommend that to effectively regulate the
internal consumption of virginia tobacco by cigarette industry, the
cigarette industry should be brought under the purview of the
Tobacco Board Act 1975 and the Act amended suitably for the pur-
Dose.



32 o4 -
C. Regulation of Production

3.15 Section 10 (1) and 11 of the Tobacco Board Act, 1975 pro-

vides for registratio irgini
registration i intenge((i)ff::rfgza ‘I:bacco fgr gl 'and f o '1.'he
of virgima tobacco as also to moﬁitoﬁozz 01 regfu‘latmf o produc‘gon
of technical services etc. The Ministr prf: Vo stated that vision
: . Y have stated that there has
been no conscious policy to fix targets of area and production of
virginia fluecured tobacco as the individual grower has been taking
up cultivation mainly on the basis of the market trends ‘and prevail-
ing seasonal conditions. By and large, the area applied for registra-
tion was accorded registration but the Board has been advising the
growers informally about the growing more or less of tobacco in a
given year on the basis of anticipated international market trends
and the experience in the previous marketing season. Hence, while
no formal targets were fixed for production of VFC tobacco the
actual cultivation has generally been less than the registered area.
The area registered and actually cultivated during the last 5 years is
given below:—

Year Registered Arca Achicvement
(’000 ha) —_—
Area Planted Production
(’o0o0 ha) (M.Kgs.)

1978-7a 16713 165°1 142-8
1¢79-80 . 230°19 140°5 100°Q
1930-81 160-38 142°4 117°0
1981-82 233'97 150°9 135°5
1982-83 249°68 1686 /P) 175-8 (M)*

3.16 Experience has shown that the area actually cultivated fell
short of the area registered because of the developments that take
place in between registration and the actual cultivation in terms of
emerging market trends, curing facilities available, development
work carried out by the companies and the prevailing seasonal con-
ditions, etc., Registration was liberally granted upto 1979-80 as there
was no need for strict regulation of area in view of comfortajble
marketing condition that prevailed. However, in vieYv of marketing
crisis in 1979, the area was regulated in 1980-81 which had a good
impact in the marketing of tobacco. In subsequent two years, the

L P— Provisional.
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area was not strictly regulated because of better anticipated demand,
I:FoweYer, there was a market crisis in 1982-83 on account of fluctya-
tions in iptemational demand. Hence, in 1983-84, a programme for
enumeration of the barns has been taken up and registration has been
a.ecorded with reference to barn capacity available for a grower con-
sidering that all VFC tobacco produced has to be cured. The regula-
tion of production in 1983-84 with reference to barns, has given
good results and the area has been contained around one lakh hec-
tares in Anhdra Pradesh. The regulation of production in Karna-
taka has also been taken up in the current year on the basis of
barn capacity in order to ensure remunerative price to the grower.

3.17 However, a tobacco specialist has informed the Committee
differently.— . ;

“Tobacco Board is registering the farmers and the area to be
planted in advance of the planting season, estimating the
demand for the next year. But the Board is not effective-
ly supervising the implementation of it to find out and act
promptly when there is an excess area planted surrepti-
tiously without registration.” '

3.18 Asked during evidence to reconcile the two views and
elucidate the mechanism devised to restrict virgina tobacco cultiva-
tion to registered areas only, the representative of the Ministry

stated: — ! 7

“We stand by the objective of regulation of production. As
stated in our original memorandum, we have been able
to effectively regulate the area for two years, viz. 1978-79
and 1983-84. In 1978-79, the registered area was 167
thousand hectares and the planted area was 165 thousand
hectares. In 1983-84 the registered area was 133 thousand
hectares and most probably, the planted area was almost
the same. But in other years, this was not the
case. The actual areas sown were much less than
the registered areas....We envisage regulation of pro-
duction as something which would be achieved by a
number of measures and not by strict enforcement of the
law. It is true that we have the authority to prosecute a
person who violates the law. After the 1978-79 experi-
ence we find that it is a very difficult method and it creates
more problems than solves. So, the method of balancing
the production and demand and supply is done through a
number of measures. In Karnataka, for instance this year
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we could regulate production because we are having
auctions. Every person who came to sell had a registered
area, which gave an indication of how much he could
have produced and that is the amount which we sell in
the auction. The second method is supply of inputs.
Tobacco Board g.ves vouchers for supply of coal. It is
a well-established system and it gives the input only for
the area registered. Tne next measure is through barns.
Barn is a Kutcha structure in which green tobacco leaves
are treated. Ome barn approximately covers the produce
of about two and a half hectares. Everybody has got to
have registration of barns also. So instead of trying to
enforce the production regulation only through the means
of registration, we are trying to do this through a num-
ber of measures. We hope to have much more success in
the regulation of production with this approach.”

3.19 When the Committee observed that there appeared to be no

effective procedure to regulate production and agriculturists

) were
. left to fend for themselves, the witness added: —

“The philosophy behind the estimation for the year is, we
take the optimum production and optimum export
figures. The Ministry takes the export target as 100
million kg. So we allow a sufficiency of tobacco to met
our estimated domestic and export demands. There is
always a possibility in anv agricultural commeodity of over-
production and under-production, but then Sir, the export

5 targets are generally not met. My experience for at least
; past seven years is like this. Promises are made by
countries, which are never kept. As a matter of fact,
we are rather low in their priorities. If they cannot get
from other countries, then only they finally take it from
us. For instance, last year we estimated that we will do
export about 90 to 95 million kg and we put a target of
about 100 million kg. But we ended up only with 70 or
80 million kg. The producer prefers higher price for
smaller quantity of tobacco than a lower price for a larger

quantity of tobacco. This is the essence of the matter
in these cash crops.” '

3.20 The Committee are informed that though the Board has
authority to prosecute a person who grows virginia tobacco in viola-
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tion of the law, the Board has made the growing of virginia tobacco
by unreg'stered farmers unattractive by denying to such cultivators
the benefit of supply of coal and other inputs at controlled rates
which is available to the registered cultivators only. The other
method adopted by the Board is registration of barns and the facility
‘of sale of virginia tobacco Ly auction being confined to owners of
registered: barns. The Committee hope that this policy is really
discouraging cultivators from planting virginia tobacco surreptitious-
ly without registration. .They would however like the Board to also
make a random survey from time to time to see whether the policy
adopted by them is giving positive results or some other measures
including prosecution of law-breakers are called for.

D. Regulation and Development of Tobacco

3.21 According to the Ministry the following amounts were ear-
marked in the Budget of Tobacco Board and actually spent during
the last five financial years on “Regulation and Development of
tabacco”:—

Yoor Bu-gci Revised Acturl Variction bet-
Eistim~ics Estimates Expenditure ween Rev.
Estimztes and
Expenditure
1979-80 75,000 75,000 78,280  (+) 3,289
19%0-81 1,00,000 1,20,000 1,35,325 (+) 15,325
1991-82 1,25,000 2,00,000 36,191 (—) 1,63,809
10%2-83 2,00,060 2,00,000 81,503 (—) 1,18,417
1973-84 2,00,000 1,50,000 1,37,560 (—) 12,440

W

3.22 With regard to the reason for variations between the Revised '
Estimates and actual expénditure during the period 1981-82 to 1983-
84, the Ministry have stated that “In some yeans there have been
savings on account of lack of timely response -at the field level.”

3.23 Asked during the evidence to elaborate  with special refer-
ence to heavy variation during the years 1981-82 and 1982-83 and to
elucidate the specific functions of Board covered under this head,
the representative of the Ministry of Commerce replied:—

“First, I will give the major items which are covered under
this item of Regulation and Development. They are (1)
Registration of growers (2) Expenditure on printing of
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passbooks, etc. (3) Implementation of technical program-
mes (4) Organising refresher courses (5) Enumeration of
barns (6) Printing of pamphlets and press advertisement
on production policy (7) Analysing soil survey. These
are the important things.

As for the failure to make use of this particular budget, I
think most of the arguments would be the same as we had
mentioned in the beginning. The various technical pro-
grammes were not taken up with emphasis with which
they should have been taken up.”

3.24 When the Committee observed that the Board should fix
responsibility for failure to spend the funds allotted for such crucial
“technical programmes”, the witness replied that if items of work
done were taken into consideration as a whole, it cannot be termed
as a failure. He added:—

“In a very objective manner, if you permit me, I would sub-
mit that tobacco work is going through different stages
of growth and development and I for one feel that all the
stages (of first generation of work) have come to an end
and we have now entered into the second generation of
work in which I feel these particular programmes, techni-
cal programmes, refresher courses and others, will assume
importance. So far, the things which were taken on pri-
ority were the registration of growers, printing of pass-
books and registration, enumeration of barns. These were
the things which had taken precedence and my own feel-
ing is that given this proper support and the advice which
we have received from you, perhaps in the next genera-
tion we would be able to fulfil these other obligations.”

3.25 The representative of the Ministry promised the Committee
that in future proper arrangements would be made to avoid the

lapsing of funds allotted for the work of Tobacco Board.
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3.26 The Committee are perturbed to find that funds earmarkea
during 1981-82 and 1982-83 for “regulation and development of
tobacco” have remained substantially unutilised. Not satisfied with
the reasons adduced for non-implementation of technical pro-
grammes during these years, the Committee would like the Minis-
try to accord priority to these programmes which the Committee
believe have a direct bearing on development and modernisation of
virginia tobacco production, by not only providing adequate funds
for the purpose but also availing of these funds according to a well
laid out plan. .,

E. Supply of Inputs

3.27 On monitoring of supply of ir'1puts to growers for Virginia
tobacco, the Ministry have stated: —

“The major inputs required for VFC tobacco are seed, chemi-
cal fertilisers, coal/wood fuel pesticides, etc. The basic
responsibility of supply of some of the inputs primarily
rests with the State Governments where VFC tobacco is
grown. However, Tobacco Board has been playing the
role of co-ordinator for ensuring timely supply of the re-
quired inputs to the farmers by maintaining effective
liaison with the State and Central agencies. The require-
ments of the growers are assessed well in advance of the
season and communicated to the concerned State and
Central agencies for supply of inputs as per a time
schedule.”

3.28 A tobacco specialist has, however, given a different picture
to the Committee. According to him:—

“Supply of coal for curing tobacco is not done in time by the
Board; A solig example is CTRI station, Guntur which
applied for coal permit on 24th July, 1983 and it is not
supplied till today (15-6-84) and the curing season ended
by March, 1984. From this it can be imagined what the
fate of the farmer is. The Board draws up the plans on
paper only, but does not immlement them properly and
efficiently.”

3.29_ I?uring the evidence Committee asked the representatives of
the Ministry to identify the inputs the responsibility for the supply
whereof to growers rested with the State Covernments, Tobacco
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Board and other Central agencies, and whether the existing arrange-
ments for the purpose were adequate. The w:tness stated:

“(1) The State Government is the agency which is responsi-
ble for the supply of coal, fire wood, fertilisers and pesti-
cide. The Tobacco Board is responsible for distributing
the seeds which in turn they procure .from the CTRI
They are also responsible for producing tne seeds, and
the requisite amount of seedling. The Directorate of
Tobacco Development is incharge of supplying potassium
sulphate. (2) The existing distribution responsibility we
have found to be effective though there is a greater
responsibility ror effecting coordination. In the case of
coal, the Tobacco Board has been able to take the initia-
tive. So, the supply of coal is much more streamlined
and it is issued by the State Government on the basis of
a certificate of entitlement to be given by the Tobacco
Board. So, coordination in this field would be improved.
Now the seeds are given to the nursery men. Right now
there is no system of checking. With the amendment of
the Tobacco Board Act, nursery men will come under
discipline and control of the Tobacco Board.”

3.30 Asked by the Committee during evidence as to why the dis-
tribution of seeds was not being undertaken by an agency of the
Ministry instead of through nurserymen on whom the Board had
no control, the witness stated that with the proposed amendment
"in the Tobacco Board Act, nurserymen would be brought under its
purview. i i

Asked by the Committee to indicate the position with regard to
supply of potassium sulphate and fertilisers to tobacco growers, the
representative of the Ministry conceded during evidence that there
was scope for improvement in supply of these inmputs. Supply of
Potassium sulphate was being arranged by the, Directorate of
Tobacco Development, Madras. The represehtativé of the Ministry
also agreed that as imported fertiliser was scarce, arrangements for

its adequate supply to the tobacco farmers deserved close attention
of the Board. ‘

3.31 In a subsequent note on supply of coal, the Ministry have
stated that the responsibility for making available coal/fuelwood
for curing of tobacco vests in State Governments. Supply of coa’
is usually made by Singareni Collieries & Co. Ltd. The supply c:
coal is made on authorisation issued by Tobacco Board, Board hs
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made necessary arrangements in consultation and coordination with
Government of Andhra Pradesh for decentralisation of supply - of
coal at district level through State run corporations. This process
proved very useful in the year 1983-84 in making it easier for the
farmers to receive the coal supply. According to the Ministry the
specific instance quoted by C.T.R.I. has arisen because of their re-
fusal to lift the allotment of coal from the local depot of State
Government as was done by all others. Their insistance on taking it
directly from the Collieries was not in conformity with the proce-
dure prescribed by State Government. However, if they had any
real difficulty in this regard, they could have contacted Tobacco
Board for specific intervention. The Ministry have added that since
Board is associated only with issuing a certificate, if any, indicating
eligibility for coal, it is difficult for the Board to curb malpractices,
by the farmers. It is for this precise reason that Tobacco Board
persuaded Government of Andhra Pradesh to distribute coal through
State Corporations to avoid malpractices. As-a result of efforts
made by Tobacco Board in close co-ordination with State
Agencies, the distribution of coal/wood to the registered tobacco
growers has been streamlined and timely supply ensured. Accord-
ing to the Ministry it is not feasible for Tobacco Board to purchase
and sell coal to Tobacco farmers since it involves lot of organisa-
tional effort in moving coal from the pit head to the farmers and
alsq calls for investment of a large sum of money. Besides the
present system followed by State Government is stated to be work-
ing satisfactorily.

3.32 In another note on production and distribution of quality
seeds the M'nistry have stated:—

“Tobacco Board has not started production of quality seeds.
At present seeds are produced by C.T.R.I. and Research
Division of ITC. Avart from these two organisations,
some progressive growers also produce their requirement
of seed. The proposal of productiorn of seed bv Tobacco
Board has been made in the context of establishing
demonstration farms for trainine the Tobacco Board staff
in all aspeects of tobacco cultivation. ingluding production
of seed and raising nurseries under model ronditions.
This is provosed to be talen nn a5 4 plan scheme.

Hewever, vresentlv the Tokacco Board is distributing the
seed produced -bv C.T.RT. and the Research Wing of
ILTD for the benefit of the growers on “no vrofit no loss
.basis”. This has been-done regularlv in Andhra Pradesh
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and was also taken up in Karnataka last year. 5,300 kgs.
of seed was distributed in Andhra Pradesh in 1983-84 and
1,100 kgs. in Karnataka.

The requirement of Tobacco seed is calculated on the hasis of
one kilogram of seed for 60 acres of plantation and there-
by the total requirement of Andhra Pradesh and Karna-
taka works out around 6,000 kgs. The Tobacco Board is
supplying the entire quantity to the growers. However,
some progressive growers have also been raising seeds to

a very limited extent.

Government have decided to accept the recommendations of
the Working Group regarding registration of nurseries by
Tobacco Board under Tobacco Board Act and necessary
action for amending the Tobacco Board Act in this regard
has been taken on hand.”

3.33 The Working Group, in their Report on Comprehensive
Tobacco Policy (1984), have recommended that:—

“Considering the crucial importance of the nurseries for
seedlings, it is recommended that the Tobacco Board Act
may be amended suitably to provide for registration of
nurserymen. The rules should also be amplified suitably
to ensure that approved varieties of seeds are used in
the nurseries and seedlings are not raised beyond a
specified ceiling and date.” '

]

334 In a note with regard to financial assistance to tobacco
growers (in Andhra Pradesh and Karnataka) for purchase of inputs
like coal, wood, fertilisers and constructions of barns etc. the Minis-
try have stated that Tobacco Board, on one instance, during 1979
distributed loans to the tune of Rs. 2 crores for constructions and
repair of damaged barns in Cyclone. When the Board introduced
the Auction system of sale of tobanco in Karnataka during this crop
season, all the private traders who were looking after somt develop-
mental activities had withdrawn from the picture and 'Tobacco
Board had to shoulder the urden. A meeting of the bankers in
Karnataka was convened to persuade them to extend loans to
tobacco farmers. The followirfz banks had agreed to offer loans

TTas
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to the VFC farmers in Karnataka during 1984 crop season.

Bank Loan
Indian Overseas Bank 75.00 lakhs @ 1500/- acre
Kaveri Gramina Bank 25.00 lakhs .
Vijaya Bank Agreed to extend loans through
Corporation Bank their Branches

3.35 It is essential that the virginia tobacco cultivators get inputs
like coal, firewood, seeds, potassium sulphate fertiliser and pesti-
cides of good quality, in sufficient quantities and on time. It should
be the endeavour of Tobacco Board to ensure the availability of
these inputs to the cultivators, Since different agencies are res-
ponsible for the supply of these inputs to the cultivators, it is for the
Tobacco Board to effectively coordinate with the various agencies
and, if possible, arrange for a single window delivery of all the
inputs, It is also necessary to ensure that the benefit of supply of
quality inputs at controlled rates is not misutilised. The Board
should therefore devise the system of issuing permits to the regis-
tered farmers in respect of each input against which the agencies
concerned might release supplieé on priority and preferential basis,
as has been dene for supply of coal to the cultivators,

The Committee appreciate that as a result of the efferts of the
Tobacco Board a few banks agreed to offer loans to the éu'mers of
virginia tobacco for 1984 crop season. They hope that the Board
would continue its efforts in this direction and agriculural loans
would be available to farmers in Karnataka, Andhra Pradésh, 'Gujarat
and other States from a larger number of banks dunng 1985 crop
season and also subsequent seasons. « e



CHAPTER 1V

RESEARCH AND EXTENSION
A. Budget Estimates and Expenditure

41 With regard to Budget allotments and actual expenditure
incurred by Tobacco Board during the last 5 years under the head
“Scientific, Technological and Economic Research”, the ~Ministry
bave supplied the following figures: — ’

Yeor Budget Revised Actusl Variation bet-
Fistim~tes Estim~tes Exvenditurc ween Revised
Estimates and

Expenditure

1979-80 é5,ooo '5,ooo 2,208 (=) 2,792

1g80-81 1,00,000 10,000 1,029 (=) 8,971

1981-82 25,000 10,000 (—) 10,000

19%2-83 30,000 20,000 24,500 (4) 14,500

1983-61 20,000 20,000 - (=) 20,00,
2,00,000 65,000 37,737

4.2 Initally Rs. 25,000 were allocated towards Scientific, Technolo-
gical and lf.conomlc Research in 1981-82 which were revised to
Rs. 10,000 dubsequently. Similarly in 1983 Rs. 20,000 were budgeted
for such Research. However, on both occasions no expenditure was
incurred. {n other years there is a very wide variation between
the Budget; Estimates, Revised Estimates and Actual expenditure.
During evidence when the Committee observed in this ¢ontext that
research did not get the importznce, it deserved and funds were
budgeted for without drawing up proper schemes, . the represen-
tative of the Ministry of Commerce stated:—

“The reason for this Budget is to provide funds to other
institutions to carry out research projects of our interest.
For instance, in 1980-81,"we had asked the Indian Insti-
tute on Packaging, Bombay, to conduct research on im-
provement of packaging material for unmanufactured
tobacco and bidis. That year, they could not do that and

42
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they did it nekt year. In the year, 1980-81 we had a
short-fall and in 1982-83, there was extra expenditure and
in the other years, no particular project was approved.”

4.3 The witness added that research work was not given impor-
tance and expenditure under this head could not be incurred to the
extent to which funds were earmarked under Budget or Revised
Estimates. When the Committee asked the action taken by the
Ministry in this regard, the Secretary, Ministry of Commerce
-stated:—

“I agree with you. I think, this is what we have to do. We
have to do more in the area of research because that is
how the second stage of development can take place. I
understand that the Board is also getting geared up to do
this particular work. When we go back, we are definite-
ly going to take a fresh look at the entire research,
technology and training programmes.”

B. Tobacco Reséarch and Development Effort

4.4 On tobacco research, the Ministry have stated:

“The research in tobacco is mainly conducted by the ICAR
through the Central Tobacco Research “Institute (CTRI),
Rajahmundry and its sub-stations located in different
tobacco growing regions of the country. MJs. IL.T.C. Ltd.
ILTD Division, a leading tobacco company is also doing
adaptive research. Their concentration is more on light
soil tobaccos.”

45 In a memorandum to the Committee, the representative of a
growers organisation has observed:

“In the ever chamging phenomena and fast changing prefer-
ences for this export-oriented commodity in the inter-
national market, the research carried on has to be geared
up to the need of the day. One has feeling that the
research carried on by the ITC pertains to the need of
their industry and the research work done by the Central
Tobacco Research Institute falls short of the expectation.”

46 A Company Executive has suggested to .the Committee:

“The Research - Development activities of tobacco (should)
be centralised under the auspices of the Tobacco Board
and it should have a committee consisting of various

1004 RS—4.
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scientists and evolve a coordinated approach and this
information should be propagated amongst the growers
through proper media, so that growers are not confused
by different bodies saying different things. It is also
felt that very little effort is put in, on the developmental
aspect.”

On the contrary a Tobacco Scientists has observed that Research
is not the concern of Tobacco Board which should only finance
research schemes at CTRI, Rzjahmundry and cooperate with them in
conducting extension trials, package of Practice demonstration,
Varietal trials, Training in curing, grading and production techno-
logy ete.

47 Asked during evidemce to give their reaction to the above
suggestions, the representative of the Ministry of Commerce stated:

“...The work done by CTRI is very useful. They have
evolved seeds which have an average yield of 1,500 to
2,000 kgs. per hectare. But as you know, the more the
production goes up, probably the quality does not remain
as good as it should be. Our approach is that there is
no excess of institutions, there is no overlapping of re-
search institutions. Rajahmundry should do the funda-
mental research but it should do much more research
than it is doing today....

If you have own organisation, then getting a top level
scientist is a very difficult job and building up the scienti-
fic team is also difficult. Those people who come, their
promotion prospects are limited, so in the case of research,
there are certain disadvantages also. Keeping this in
view, the Tobacco Board should undertake the work of
assessing, sponsoring, encouraging, promoting and financ-
ing research projects rather than to acquire a research
organisation under it. Today, the total funds given by
Tobacco Board to research organisations are negligible
and the identification of research projects by the Tobacco
Board and sponsoring those projects to even universities
and other organisations which can undertake the research
work, is limited. We will personally look into it and will
get more research identified and provided to those organi-
sations. Even in Rajahmundry, fund is not a problem.
Tt is not that thev have not accepted the suggestion made
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by us because of lack of funds in the institute. Our total
non-plan budget has remained lower than the total cess
collection on tobacco. Up to that level we have a moral
right to get Government grant. It is, to some extent, our
failure that we have not been able to get into these things
sufficiently. ...

Whether this research is under the Tobacco Board or by
the CTRI, Rajahmundry or by the private traders, as long
as it is able to help the people we are happy. But the
organisation of the CTRI at Rajahmundry is a very small
organisation which has to look after not only the virginia
tobacco but several other tobaccos also. Today we are
having markets in the whole of the world and half of
our product is going to other countries.”

4.8 The Committee regret that the Tobacco Board has not given
due importance to ‘scientific, technological and economic research’ on
virginia tobacco as is evident from the fact that as against the Budget
Estimates for this Head for 5 years (1979—84) totalling Rupees two
lakhs (which was revised to Rs. 65,000), the actual expenditure
under the Head was mere Rs. 37,737/-. While the Committee agree
that there is no need for a separate research organisation being built
up within the Tobacco Board, they would emphasise that greater at-
tention should be paid by the Board for promoting and financing res-
earch projects in the existing research institutions such as the Central
Tobacco Research Institute, fajamundry. For this purpose adequate
provision should be made in the budget bf the Tobacco Board. Speci-
fic research projects based on the problems faced by the farmers in
containing diseases or increasing production etc. should be farmed out
to the research institutions and these should be properly monitored
and their progress assessed from time to time at the Board level to
ensure that the financial support extended to the research institutions

is fruitfully utilised.
C. Solar Barns

4.9 The Ministry of Commerce have stated that “Success has also
been noticed in popularising the practices which will result in
economy in fuel cost in curing which constitutes a substantial
Portion of the total cost of production of VFC tobacco. An attempt
is also being made to introduce solar barns in coordination with
CTRI and other agencies....”. .



- 46

t
410 Asked during evidence to state the progress made in intro-
ducing solar barns, and also its economic viability, the represen-
tative of the Ministry stated:—

“This is one area of research work which is of very great
interest to the tobacco farmers. The work on this is
being done by two agencies—CTRI and the National
Industrial Development Corporation....The actual design
of the barn to be adopted in the field is still at the stage
of finalisation. In principle they have been able to
demonstrate that solar energy can be used for curing of
tobacco. It can be used throughout the Andhra belt
though in Karnataka belt it may not be very much appli-
cable. While the technique has proved to be successful,
the commercial viability is yet to be established before
it can be used in the field. We are told that a CTRI barn
will cost roughly Rs. 45,000 whereas the National Indus-
trial Development Corporation’s barn will cost about
Rs. 85,000. These costs are extremely high and no tobacco
grower will be able tc afford it. Even with subsidy the
economics will not work out.

Solar barn, even though solar energy is used by it, will not
completely do away with the use of conventional fuel.
It will supplement to the extent of 20 per cent. The solar
barn is economical if it can be used throughout the year.
If there is an area where it can be used for tobacco for
3 to 4 months and then if it can be used for some other
product, then it can be workable. If this problem is
solved by the research institutions, this can be useful.”

411 The Ministry have stated that the economic feasibility of
the solar barn is yet to be established and also that it could be use-
ful in Andhra Pradesh and mot in Karnataka. As Andhra Pradesh
produces about 80 per cent of the total production of virginia tobacco
and the number of b’g and medium farmers there is sizeable, the
Committee feel that research in designing and developing a cheaper
solar barn should continue.

D. Fuel Saving JTS Jacket

4.12 The Ministry have stated that the “cost of curing accounts
for nearly 25 per cent of total cost of cultivation. JTS Jackets evolv-
ed by the Research Division of ITC in collaboration with JTS has
proved to be more economical as it reduces the fuel consumption
by 20 per cent and curing time by about 10 per cent. In order to
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popularise this equipment, the Board has been supplying JTS Jac-
kets to progressive farmers for demonstration purposes. In coming
(1984) Karnataka season, this programme is being implemented
on a large scale.”

4.13 Asked during evidence about the feasibility of the JTS
Jacket and its suitability in the major virginia tobacco growing re-
gions in the country, the representative of the, Ministry of Com-
merce stated: —

“It may be useful to explain what is a jacket. As you know,
after being plucked from the plant tobacco is in the form
of green leaves. Then it is to be cured by a barn. Each
leaf is separately tied on a hood and hung in a particular
barn. Then it is circulated through a flue tube inside the
barn. As a result, the leaf gets cured and its colour turns
from green to brown, depending on the quality of the
tobacco, The best result can be obtained if the heat is
given uniformly. What has been discovered is when the
flue tube through which the heat passed, is covered by
a jacket which is nothing else than a shield, then the heat
radiation is more uniform, All the heat passes on to tLe
leaves and is not dissipated through the walls outside.
Once the jacket is fixed, there is 30 per cent saving in the
use of fuel and also 10 per cent saving in the time re-
quired for heating. It is only a te'chnique which is im-
portant. The material required is very inexpensive. The
cost of JTS Jacket is Rs. 600 only. It could be used not
‘only in Andhra Pradesh, but in Karnataka also. The To-
bacco Board has taken steps to distribute this, but
there are many units which are manufacturing the JTS
Jacket on their own. Tobacco Board is also demonstrat-
ing to large number of farmers so that the impact can be
seen on the field. The Board has also got a scheme of
subsidising it to the extent of Rs. 200.”

4.14 In a written note on the total requirement of JTS Jackets if
the entire VFC tobacco growing regions are to be covered, the
Ministry have stated that one JTS Jacket is required for one barn.
There are about 45,293 and 16,000 registered barns in existence in
Andhra Pradesh and Karnataka respectively. Therefore, 61,293
JTS Jackets are needed to cover the main VF'C growing regiong in
India.
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About the number of JTS Jackets actually in use and the area
covered by them in each of the VFC growing states, the Ministry
have added that roughly about 5 per cent of the barns are equipped
with JTS Jackets. The area covered by each JTS/Barn is based on
area allotted per barn in that season by the Tobacco Board.

4.15. In view of the fact 'that the use of JTS Jackets costing only
Rs. 600 could reduce the fuel consumption on curing of tobacco by
about 30 per cent and the curing time by about 10 per cent, and also
the fact that it could be used in all the Virginia tobocco growing re-
gions in the country, the Committee recommend that the Tobacco
Board should make special propaganda efforts through the various
mass media to popularise the use of these jackets for which a subsidy
to the extent of Rs. 2.00 is also available.

E. Subsidy to Growers

4.16 A tohacco scientizt has given to the Committee the following
suggestions with regard to subsidy to tobacco growers:

“Subsidy should be given only in kind and not in cash for
conducting the Extension and Demonstration Trials.
These trials be conducted only in the fields of small
farmers (having less than 5 acres) as the small farmers
who constitute 75 per cent of the total tobacco farmers
should be helped to increase their yields and improve the
quality of tobacco, as big farmers can, by themselves,
afford to provide the inputs needed by themselves.”

4.17 Asked during evidence to explain to the Committee the
existing practice and procedure of giving subsidy to virginia tobacco
growers and whether the interests of small farmers were protected
in the matter of giving of subsidy, the representative of the Minis-
try of Commerce stated: —

“Percentage given therein—75 per cent—is not correct, The
percentage of small farmers is only 37 per cent. If you go
by the real definition, the total farmer’s holding should
be less than 5 acres. Then 17 per cent of the tobacco
farmers are small farmers. The small farmers are in
“insignificant proportion. The subsidies are given in this
way:

Varietal Trials: Rs. 150 per acre is given by way of subsidy
on account of extra expenditure that the grower will have
to incur on pesticides. fertilizers etec,
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Demonstration Plots: A subsidy of Rs. 100 per acre is given
to the farmer against estimated expenditure of Rs, 200/-
to be incurred by him.

Topping and Suckering: Subsidy of Rs. 150/- per acre is
given against an estimated expenditure of Rs. 400/-.

J.T.S. Jacket: Subsidy of Rs. 200 is given on the cost of
jacket which is about Rs. 600/-.

It is not that it should only be given to the small farmers.”

4.18 When the Committee suggested that as small farmers had
no capacity to incur extra expenditure, the subsidy should be given
to them only, instead of giving it generally to the farmers of all
«categories, the representative of the Ministry of Commerce stated:

“We give this subsidy to meet extra expenditure. I do agree
with you that we need to help the small farmers........
(but) while planning Demonstration Plots, the ‘real con-
sideration has been tc cover the area so that it may have
maximum effect on the farmers community (as a whole).
It is a topographical problem.”

On the Committees’ suggestion that preference in the matter of
giving subsidies should be given to small farmers, the Commerce
Secretary stated that it was inherent in the scheme,

4.19. The Committee recommend that in the scheme of subsidy
greater benefit should be given to the small farmers.

F. Extension Programmes

4.20 The Ministry of Commerce have described the Extension
Programmes undertaken by the Tobacco Board as follows:—

“Tobacco Board has established a net-work of field offices in
virginia tobacco growing tracts. Every year, different
extension programmes are implemented by the Board
through these field agencies. Some of the important acti-
vities and programmes undertaken by the Board include
distribution of seeds of improved varieties, model nur-
series for pure seedlings, demonstration on the progressive
farmers’ fields, crop yield competitions, imparting
training to farmers in curing and grading conducting
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study tours for growers, etc, These programmes have
succeeded in popularising some new varieties and im-
proved cultural practices among the farmers.”

The Ministry have further stated that “during the last 5 years.
74 (Progressive Farmers) demonstrations have been organised both
in AP and Karnataka. Significant improvement of yield has been.
noticed in al] these demonstrations. The feedback provided by the.
Board has proved useful in further improving research efforts.”

4,21 According to the Ministry, about 10 per cent of the cultiva-
tion of VFC tobacco is carried on by modern technical methods and
improved practices. Normally the progressive farmers adopt this
method because it involves a larger expenditure although commen-
surate by higher yields and incomes. Small farmers generally do
not resort to these methods as they involve higher intial investment
besides the constraint of small size of the farm. The Ministry have
further stated that about 100 growers are on an average, trained by
Tobacco Board in curing, grading etc., per year since 1976. It is-
proposed to cover more and more growers under this programme
with the strengthening of the field staff. With regard to study tours
for growers conducted by the Board the Ministry have added that
about 500 growers have been covered under this programme. The
Ministry proposed to take a group of growers from Andhra Pradesh
to Karnataka for observing auction system there. According to the
Ministry, about 100 persons are working on the extension side and
their work is now so organised that each covers on an average 500
to 600 growers a year. It is stated that the extension staff of the
Tobacco Board is being trained in batches in the specialised institu-
tions like C.T.R.I. and the Agricultural Research and Training
Centre etc. The Board have also arranged for special training
programme with the packing houses for these functionaries. Under
the auction system the functionaries will have better and wider
opportunities for training on the job. Some technical staff have also
been trained in Zimbabwe in Auction system. The Ministry have
added that there is no proposal for the time being to extend the
extension programmes of Tobacco Board to States other than AP
and Karnataka and there may not be any need for such arrangements
as the cultivation of VFC tobacco is confined largely to these States.

422 In a memorandum to the Committee a non-official organisa-
tion has pointed out that “the responsibility of extension is claimed
by the State Department of Agriculture...... wherein a special crop
like virginia tobacco lost its indentity.”
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4.23 Asked by the Committee during evidence about the scale on
which Tobacco Board conducted extension work regarding virginia
tobacco in comparison with extension work done by State Agricul-
tural Departments, the Chairman, Tobacco Board stated: —

“Sir, the responsibility of extension work in VFC tobacco is
claimed by the Ministry of Agriculture, Directorate of
Tobacco Development, and the State Governments’ Agri-
culture Departments have always raised a dispute with
us. Whenever we want to take up the extension pro-
gramme in the Board meeting where they are represented,
they say it is not the function of the Tobacco Board.
However, in order to maintain close liaison with the
tobacco farmers, we have our field set up. Through this
set up which is functioning at the field level, we try to
perform the role of dissemination of knowledge and
technology and also the role of supply of inputs.”

424 When the Committee asked that if extension work on tea
and coffee is looked after by Tea Board and Coffee Board, why could
not Tobacco Board be entrusted with extension work on virginia
tobacco, the witness stated: —

“Tea and Coffee had not been bifurcated............ In this
particular case (tobacco), unfortunately, it has been split
into two. Before this Act was passed there was already
a body from the Ministry of Agriculture in the field. They
had that in-built resistance against this particular activity,

I am giving you historical explanation as to why this sort of
separation is there. The word which has been used is of
a charitable kind ‘accommodating’.”

425 On being reminded by the Committee that according to the
Chairman Tobacco Board, State Governments objected to the Board
undertaking extension work, whereas according to the material
supplied by the Ministry, the Board did attend to extension work
also, the representative of the Ministry stated:—

“In the Tobacco Board Act the clear cut function has not
been given,

As desired by the Committee the hands of the field officers
have been strengthened 6000 tonnes of seeds are distribu-
ted by the Field Officers of the Tobacco Board. We distri-
bute the chits. We arrange suvoply of fertilisers. In fact
we are doing extension work though on paper we are not
supposed to do.’
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426 On being pointed out by the Committee that one of the
functions of the Board was “sponsoring, assisting, coordinating or
-encouraging scientific, technological and economic research for the
promotion of tobacco industry”, the witness clarified: —

“We can suggest ‘research’ to the Agriculture Ministry, We
can give them money and also to the private institutions.
It is not our direct responsibility......

...... The 1984 Expert Committee had a discussion with the
Agriculture Department of the State Government whether
they would transfer the work of extension in the Andhra
Pradesh area to the Tobacco Board. They had some legi-
timate objections apart from the fact that, under the Con-
stitution, it is under the State List and it is their right to
have extension. The point is that extension is multi-
dimensional. The same farmer grows tobacco and also
other crops. If we have extension for each crop, crop-wise,
that will be a new concept.”

4.27 The Committee are disappointed to note that even eight
‘years after the setting up of the Tobacco Board in 1976 only about
10 per cent of the cultivation of virgin‘a tobacco is carried on by
modern technical methgds and improved practices. The Committee
were informed in another context that only about 17 per cent of
the cultivators of virginia tobacco are small farmers owning less than
five acres of land. It should not be difficult for the remaining 83
per cent comprising big and medium farmers to adopt latest techni-
ques and practices for cultivation and curing of tobacco because the
constraints of higher expenditure, as averred by the Ministry, should
not normally apply to them. What appears to be lacking is an in-
tensive extension programme to make the farmers aware of the
benefits of adopting latest techniques and practices. The Committee
therefore recommend that the Tobacco Board should, in coordina-
tion with State Departments of Agriculture, intensify ext.enfion
efforts so as to be able to convince a larger number of v‘rgmi.a
tobacco growers of the economic benefits of adoptir.xg latest techni-
ques and practices for cultivation and curing of virginia tobacco.



CHAPTER V
INTERNAL MARKETING
A, Tobacco Leaf Purchase Voucher Scheme

5.1 With regard to implementation of Tobacco Leaf Purchase
Voucher System the Ministry have stated that:—

“The Board has been watching timely receipt of Vouchers
Copies and monitoring payments as and when complaints
of default are received. Besides persuading the defaul-
ters to make good payment, the Board has been taking
legal action to cancel registration or refuse renewa] of
registration to defaulting companies.”

5.2 However, a growers’ representative has represented to the
Committee: —

“The TLPV system contemplates prompt payment to the
growers, 60 per cent of the amount payable by the 10th
day of the purchase and the rest of the amount payable
within 90 days, with 14 per cent interest. The trade who,
apparently agreed to this system could effectively evade
payments under various pretexts. The Tobacco Board
became a helpless spectator unable to implement the re-
forms introduced for want of required enforcement staff.”

5.3 Asked during evidence to give Governments’ reaction to the
above representation and state whether the enforcement staff of
the Board needed to be augmented, how much time was taken by
the Board in initiating legal action against defaulters, how many
complaints were received by the Board and in how many cases
had the Board taken legal action to cancel registration or refused
renewal of registration to defaulting companies during the last 3
years, the representative of the Ministry stated:—

“The TLPV Scheme was evolved in consultation with the
Reserve Bank of India, as a response to a problem which
the growers were facing in respect of payments made to
them. ' It was felt that unless and until we evolved
some principle whereby the commitment of consideration

53
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is made at the time the sale takes place, we will never be
able to help the grower. This particular scheme has three
dimensions, viz. grower, trader and the Board itself.
When we started the whole operation, we had these three
in the game, with the total backing of the Bank itself.
We are happy to say that when the scheme started, the
most important thing which happened was this; a docu-
mentation got ready, which showed clearly that so much
was sold to such-and-such a company, that such-and-such
a company had the responsibility and obligation to make
the total payment. It is really this aspect which is the
most important element in the scheme. It gives birth to
a documentation which puts the grower on a firm footing.

»

In respect of actual payment default there is, however, a
certain lacuna. Persuasion and moral obligation have
been provided, but there is no legal sanction for them,
with the result that whenever the Tobacco Board had to
take some action, it had to fall back upon other remedies
provided, e.g. de-registering a person, cancelling his re-
gistration and not registering him in future. The system
did operate well. Looking at the defaults which came
before us, we find that their number started decreasing.

1 was looking to your other question wherein the answer to
the whole malady lies. Usually, wherever this happened,
action was taken by the Board within a week. Usually,
the case decided within 2 or 3 months. The Board im-
mediately leaped into activity, and took action. ~You can
look into the amount defaulted and recovered: generally,
about Rs. 150 crores worth of business takes place.
Against this Rs. 150 crore worth of transactions, we have
only Rs. 1.15 crores in default. Collections have been
made in respect of this default of Rs. 1.15 crores also.

The answer to the other part of the question is that during
the last three years we have received about 1468 com-
plaints and the number of complaints is coming down,
because the mechanism became efficient and effective and
started taking mnotice of any default taking place. The
payment was made by the people when the threat of de-
registration or decanalisation and other things were
taken against them. Wherever we have brought the
second phase of our activity, that is the auction
system, especially in Karnataka, the things have
become much firmer in favour of growers. But this
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particular action is limited to, as I said, taking action by
way of non-registration or cancellation of registration.
Beyond that they could not go because the prosecution
was a very detailed method. The lacuna is not because
of the shortage of the staff but because of this particular
procedure. When the Government and the Board faced
this situation, they realised that the answer to this was
not increase in staff but bringing in an auction system.
We are of the view that when the auction system will
start moving, the payment will become easier. In the
auction gystem, the total responsibility of instant pay-
ment will rest with the Board. In the auction, a man
who comes and bids is the man who has already given a
bank guarantee. The TLPV has played a very important
role during the interregnum and supported by the auction
system, we have a complete system in which the gro-
wers will definitely be protected. It is two or three
companies who have been the defaulters and action is
taken against them. But we are not satisfied with the
action unless payment is made to the growers.”

54 On the Committee’s observation that - when the companies
default, their partners form some other companies and they start
doing export business also, with the result they cheat international
traders also, the representative of the Ministry replied: —

“A company may be there but for our purposes to bid and
get TLVP it has to get the approval of the Board and
scrutiny is being applied. If you look to the totality and
the magnitude of it, you will find that we are able to
exercise certain hold on these transactions and take care
of it. The Board is not registering these particular com-
panies as just a matter of right. But there can still be
some people who can dodge.”

5.5 The representative of the Ministry agreed with the Commit-
tee’s suggestion that more effective action could be taken against
the defaulters through a suitable amendment to the Tobacco Board
Act, 1975 and stated: —

“The Law Ministry has said that unless vou amend the Act.
you will not be able to prosecute any verson under the
Act. This lacuna will be made good and covered in the
Amendment that will be introduced in the next session
of Parliament. The Cabinet has already approved it.”
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96 Asked by the Committee whether there was any provision

for the distress recovery of arrears due to growers, the represen-
tative of the Ministry stated:—

“As the Tobacco Board Act stands, the responsibility for
ensuring payment has mot been placed on the Board...
when we move to the auction system, the whole focus
is shifted from the trader to the Tobacco Board because,
the Tobacco Board owns all the responsibility of auction
and payment...Here we have laid down a condition that
a Bank Guarantee must be given by the man before he
comes and bids in the auction.”

5.7 Tobacco Leaf Purchase Voucher (TLPV) Scheme was intro-
duced by the Tobacco Board with the backing of the Reserve Bank
of India to mitigate the problem of long delays in payments for sale
of virginia tobacco to the growers by the traders or consumers.
Even when the sales are made under this scheme, cases have come to
light when the purchasers have defaulted in making payments. At
present the Board has no remedy in such cases except de-registra-
tion, or nonregistration in future, of the trader/consumer concerned.
The Committee are informed that under the auction system of sale
of tobacco, the problem is likely to disappear as the purchaser under
such a system has to give bank guarantee against which payment is
made to the grower by the Board itself. The problem would how-
ever remain in areas where auction system has not yet been intro-
duced i.e, in Andhra Pradesh and 'Gujarat, and in cases where the
farmer does not sell his tobacco under the auction scheme. The
Committee learn that the amendments to the Tobacco Board Act
proposed to be brought before Parliament also provide for punish-
ment to be meted out to wviolators of the regulations laying down
the TLPV Scheme. The Committee hope that the amending legis-
lation would be brought before Parliament at the earliest to enable
the (Board to prosecute purchasers of virginia tobacco under the
TLPV Scheme who default in making payments to the growers with-
in a specified time.

B. Remedy against unscrupulous unregistered purchases

5.8. Section 12 of the Tobacco Board Act, 1975 provides that “No
person shall export tobacco or any tobacco products or function as
a packer, auctioner of or dealer in tobacco unless he registers him-
self with the Board in accordance with the rules made under this
Act.” Section 28 of the Act further provides that “no prosecution for
any cffence punishable under this Act shall be instituted except
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with the previous sanction of the Central Government.”

5.9. In a memorandum to the Committee, the representative of
a Grower’s Organisation has represented: —

“Of late the ocltopus of cheating has been another form. Some
of the persons start purchasing (tobacco) under fictitious
names offering high prices compared to bonafide com-
panies. Lured by the high prices innocent growers walk in-
to their traps and part with their stocks..... The Board
is not enabled to deal with such cheats directly but is re-
quired to approach the Govt. of India. Therefore, Tobacco
Board (itself) should be vested with adequate powers to
deal with the cheating.”

5.16. Asked during evidence whether the Govt. were aware of the
Benami purchases made to the detriment of cultivators and the steps
taken to check such purchases, the representative of the Ministry
stated: —

“Regarding the benamij companies, on records we do not have
any complaints as such. If you look at the procedure
which we have prescribed, there are certain in-built safe-
guards. We have said that only the companies which are
registered with the Tobacco Board can go in for business
of purchase from the growers. The Board has to see that
the purchaser has got TLPV. Unless and until it is there,
the grower should not enter into a transaction with him.
We certainly want to protect the grower, but the grower
must also enter into a transaction with open eyes, specially
when it has been publicised as to which are the companies
which are registered; unless and until the TLPV forms
issued by the Board are there, they should not operate.
The farmer in order to make some easy gain somewhere
trespasses these particular rules; then he runs into a diffi-
culty by himself. But having said that, we have always
taken notice of any default of this particular character
which has happened. Benami transactions should not take
place because of the TLPV and a benami firm should not
be there because it is only the registered firms which should
be there in the market.” '

5.11. On the attention of the witness being drawn by the Commit-
t'ee to ‘the reply to given to a supplementary question by the Deputy
Minister of Commerce in Rajva Sabha on Tth August, 1984 that the
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“Tobacco Board had been directed to look into the purchase of tobacco
by ‘benami’ companies which had not paid money to the growers and
the Ministry would initiate action as soon as the Board submitted its
findings, the representative of the Ministry of Commerce stated: —

“The facts are different. But here also possibility of a
benami has been suggested. If anything of this sort. is
going to happen, surely we will take action and we will
de-register them or we will make it difficult for them.....
What has happened is that in reporting, probably the
meaning has got a little changed. The whole thing is
dealt with under the TLPV scheme. For instance there
are three companies which owed more than Rs. 1 crores.
We have been able to de-license them, but we are not
able to recover the money from them. In that context
only the term ‘benami’ was used. Under the Act there
is a provision as to how a company is registered. An ave-

rage tohacco grower knows everything and he is very
clever.”

5.12 On being asked by the Committee whether the inability of
‘the Government to get the growers arrears recovered from default-

ing companies did not also warrant an amendment of the Act, the
‘witness stafed: —

“I think you are right. At the moment it is treated as a trans-
action under General Sales Act. The only great advantage
which has come out of our endeavour is in two ways: (i)
You have got a documentary evidence that the sale has
taken place (ii) the Board can perhaps also support some
of these farmers in the legal prosecution which has to te
‘done. You think that this power should rest with the
Board itself to go in for prosecution. What we thought
is that unless the Board has a stake in it, it cannot do
anything. That is why under the Auction system We
introduced this items.” '

5.13 When the Committee nbserved that there should be suit-
-able arrangements in the Board to effectively deal with such com-
plaints, the Commerce Secretarv replied:—

“ . .if you take the magnitude of the dues which are there it
is less than 1.5 per cent....
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We will have it legally exarnined

........

While trading system is going to be amended by bringing in
auction system, these things will be taken care of. But
&s between this period when the entire area shifts to auc-
tion, there must be something where we could take care
of all these things. We will have to give it a legal shape.”

5.14 Innocent small furmers who, under the lure of fancy prices
for their tobacco, give their produce to unregistered purchasers on
credit basis and thereby get duped, have at present no one to look
to for assistance. For instance, three companies alone owe 1ore
than Rs. one crore 1o such farmers. The Committee feel that the
Tobacco Board should be able to intervene in such cases also and
secure justice to the farmers by prosecution of the purchaser in a
Court of Law. More de-registration of companies indulging in such
nefarious activities is not eneugh as it helps the cheated farmer in
no way, If the Board has no such power at present, the Commitee

would like such power to be made available to the Board through
an amendment to the relevant Act.

C. Market Intervention by Government Agencies

5.15 One of the function of the oBard, is “purchasing Virginia
tobacco from growers when the same is considered necessary or ex-
pedient for protecting the interests of the growers and disposal of

" the same in India or abroad as and when considered appropriate.”

In the Annual Report of the Tobacco Board for 1982-83, it has
heen stated:

“1983 marketing season in A.P. proved to be a difficult year
like 1978 and.1879. As against the crop of 133 million
kgs. produced in 1982, a crop of 150 million kgs. has
been estimated in the current year, low grade production
being more in 1983. On account of lack of adequate ex-
port orders and disinclination of the domestic cigarette
manufacturers to enter the market for purchase of low
grades, there was n market crisis. The Commerce Minis-
try announced in Lok Sabha on 17.3.1983 that the sTC
of India would enter the market on a no profit no loss
basis to undertake purchase of exportable varieties of
VFC tobacco. The total purchases by STC during these
operations till the end of June, 1983 was about 18 million

kgs. At the end of June, 1983-a total quantity of 150 mil-

1004 LS—5.

.
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lion kgs. had been otherwise marketed. The estimated

quantity of tobacco lying unsold with the farmers is esti-
mated to be about 6 million kgs, at the end of June, 1983.”

5.16 The representative of a Growers’ organisation has suggest-
ed that “as a regular resronsibility, the Tobacco Board should be
allowed and empowered to purchase the expected surplus stocks
every year” instead of the present ad hoc arrangements whereby
STC does this job on directions from the Government of India.

5.17 Asked during evidence whether the STC or any other pub-
lic agency entered the tobacco market earlier also under similar si-
tuations, and whether the Government had taken a final decision
with regard to creation of a regular stabilising agency to dispose of
surplus stocks of tobacco with a view to protect the growers in the
vears of excess tobacco production as suggested by the Working
Group in their Report on {omprehensive Tobacco Policy (1984), the
representative of the Ministry of Commerce, stated:—

“As far as the Tobacco Eoard is concerned, it has not owned
up the responsibility of selling and giving the money to
the farmers. Wherever interventions have taken place
it is not so much to stabilise the prices but to meet the
distress. But the way in which we are running the To-
bacco Board it is very clear that stabilisation is not one
of its functions. But in the past State did intervene.
For instance, in 1978 the State did intervene because the
production was over 1.5 lakh tonnes and, therefore, the
Government decided to purchase 10,000 tonnes of tobacco
through STC. Similarly, in 1979 Government purchased
6000 tonnes of tobacco against a production of 1.24 lakh
tonnes and in 1983 Government purchased 18000 tonnes

' against a production of 1.52 lakh tonnes. So; the pur-
chases range between 5 per cent and 12 per cent. Usually
it is the STC which has been used for this particular pur-
pose. But there have been cases where AP Corporation
and others have also been asked to go in the field and
purchase, But by and large, the farmers have preferred
STC. We still hold the view that by bringing in the auc-
tion system the responsibility shifts to the Tobacco Board.
This responsibility will make us go into other things. If

‘ the farmers register with the Board, their surplus will be
“ +""  sold by the Board.” ' -



61

5.18 When the Committee observed that the basis objectives of
the Board being two; (1) to regulate the market and promote ex-
port of virginia tobacco and (2) to ensure that the farmers getr a
remunerative price in the case of a glut, naturally the Board should
intervene and be a purchasing agent rather than the STC, the re-
presentative of the Ministry replied:—

“First, your first two points have to be tackled, because they
have merit and rcal significance here. He should be able
to sell, not at the distress price but at a reasonable price.
So, the minimum price idea has been brought in. To
that extent, he js sure; he cannot go beyond that level.
Secondly, it will he purchased. Whether it should be the
STC or the Board is the question. We had felt that the
operation of purchase requires a certain expertise and
professional knowledge as to how to grade it. At that
time in the past we felt that the STC was in a  better
position than the Board. Now with the auctioning sys-
tem, we are making the Board to buy it.”

5.19 The Committee are inclined to agree with the recommenda-
tions of the Working Group (1984) that the Tobacco Board itself
should he made a stabilising agency in so far as domestic and export
prices of virginia and other exportable varieties of tobacco arc con-
cerned, and recommend that in the event of excess production of
virginia tobacco in future, the Tobacco Boarq itself, instead of the
State Trading Corporation, should enter the market and mop up
the excess so that reasonable prices are assured to the cultivators.

D. Marketing Facilities and Grading of Tobacco

5.20 The estimates and expenditure of Tobacco Board under
the head “Improvement and Maintenance of Marketing Facilities”
were as follows during the last 5 financial years:—

Year Budget Revised Actual Variation bet-
Estimates Estimates Expeunditure ween Revised
estimzates and

Expenciture

-

1979-80 10,00,000 10,00,000 2,095,284 (—) 7,04,716
1980-81 10,00,000 2,00,000 1,21,460 (=) 78,540
1931-82 20,00,000 2,00,000 9,000 (=) 1,91,000
1082-83 10,00,000 4.00,000 3,74,646 (—) 25,054

1983-84 . . 5,00,000 £,70,000 3.57.852 (=) 1,122,148
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5.21 Explaining the reasons for savings under this head, the Mi-
nistry have stated “the programmes madc for maintenance of grad-
ing centres could not bhe fully implemented in view of prolonged
consultations with the representatives of growers and trade.”

5.22 Explaining during evidence the circumstances necessitating

prolonged consultation with the representatives of growers and
trade, the representatives cf the Ministry dwelt at length with the

two stages of grading of VFC tcbacco and stated:—

“Grading is of two types. Firstly, there is grading which 1s
at the farm level. This is done after tobacco is cured. A
lot of time was spent in finalising the code of grading at
the farm level. Ag-mark grading is done after it is:pur-
chased by the traders. There is redrying, stripping and
then packing....

There has been delay in finalising grades. This is a very very
. difficult nroblem. ...

When the Board publishes grades, there is objection from the
people. They represzent to us. Economic advantages and
disadvantages accrue once the grades are fixed....

They have been hearing objections. It
we will be able to finalise.
_that money is not spent.”

is only after that
So long we do not do grading,

5.23 When the Committee pointed out that unless the Ministry
adopted measures to contain the influence of traders in the Board
and directed it to get the grading procedures finalised within a time
schedule, the growers would continue to be exploited by traders,
the repesentative of the Ministry of Commerce answered:—

““We agree that the delay in finalisation of the grades is be-
cause of contrary interests. The traders would like broad
grading so that the freedom of purchasing grades of better
quality at a minimum level of average prices is more.
But the point I wish to make is, there is no point in
theoretically analysing the grade when there is no mar-
keting and purchasing according to grade.

In Karnataka, graded tobacco was sold because there was
auction system. In Andhra Pradesh also, if we have auc-
tion in February, we will have the grading done by the
farmers..... If you do not auction, then the buyer‘may
buy mixed grade because grading involves. ?xpend»‘.ture.
My point is. to enforce system of grading, it is necessary
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for t.he Government or the Tobacco Board to have its own
auction. As it is now, it takes mixed grade.”

5.24 In a written note on Grading of Virginia. tobacco the Minis-
try hoeve informed the Committee:—

“The Tobacco Board Act is being amended to empower the
Board to licence tommercial grading.

The growers have been grading tobacco on the basis of plant
position in the light soil areas of Andhra Pradesh and
Karnataka and on the basis of colour in the black soil.
These grades are made at the farm level after curing of
the tobacco for the purpose of marketing. The buyers
purchase tobacco in terms of plant position grading and or
colour grading which are being emphasised by the Board
from time to time for the purpcse of asessing a remunera-
tive price to the grower. The plant position grades have
since been standardised and notified in Karnataka and
the auctions are being conducted on the basis of these
grades in the current season in Karnataka. The farm
grades have been increased to 10 from 8 and are under
notification separately.

The tobacco is re-graded, stripped and re-dried after its pur-
has by the traders and is packed into Agmark grades.
The Agmark grades are required for the purpose of ex-
ports and these grades are notified by the Agmark depart-
ment. The tobacco purchased at the farm level has
to be blended for the purpose of packing into Agmark
grades which are based on colour, chemistry and quality
considerations. Hence, it is not possible for the farmers
to make Agmark grades at the farm level.

"The auction system is already introduced in Karnataka and is
proposed to be introduced in Andhra in phases. The ex-
perience in Karnataka'shcws that the plant position grad-
ing has improved after the auction system is introduced
and it is proved related to price realisation. It is gxpected
that the farm grading in black soil would also be adopted
seriously in Andhra Pradesh once auction system is in-
troduced.

As already explained above, the growers cannot make Agmark
grades. Hence, the question of popularisation'of Agmark
grades among growers does not arise. It is necessary
and desirable to have grading at 2 levels, one at farm
level and another at export level.
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The Board has employed. field staff to propagate proper grad-
ing among the growers and they have also been helped by
the field staff to make such grading. The uniformity in
grading would get perfected by practice and there is al-
ready a marked improvement in grading in Karnataka.
The uniformity will also emerge once the growers are
convinced that the grade and price are fairly related.”

5.23 Proper grading of tobacco at the farm level is important and
necessary to enable the farmers to secure remunerative prices for
the various types of tobacco grown by them. The role of the field
staff of the Tobacco Board in educating the farmers in proper
grading of their tobacco therefore assumes considerable importance.
The Committee would like this activity of the Board to be stepped

up.

5.26 The Committee would again emphasise that budget estimates
initially, and later on the revised estimates should be framed realisti-
cally in "the light of targets set and progress of achievement so that
the scope of variations between estimates and actual expenditure is
the minimum. As it is, these variations are very wide under the
head “Improvement and Maintenance of Marketing Facilities” which
the Committee deprecate.



CHAPTER VI

EXPORTS
A. Targets and Achievements

6.1 The targets fixed for export of unmanufactured tobacco and
tobacco products and the actual performance during the last 5 years
are indicated as below:

(i) Unmanufactured Tobacco:

Year Export Target Actual Exports
Q.antity T Value —‘a;\-ntity Value
(m. kgs.) (Rs. crores) (m. kgs.) (Rs. crores)
1979-80 8o-0 120 763 10485
19%0-81 . 74°1 121 785 12485
19%1-82 82-5 135 114°6 202°86
19%2-83 850 175 938 204°41
1933-84 go-o 200 899 181-05

— . ——

(ii) Tobacea Products :

1979-80 . 4'0 4 98 11°28
19%0-81 7°0 14 12°3 16-26
1981-82 8-0 15 178 30°53
1982-83 . 120 25 15°8 27°23
1933-84 . 150, 30 16°9 23°57

6.2 It would be seen that in respect -of unmanufactured tobacco
targets were not achieved during 1979-80 and 1983-84. There was
shortfall in the achievement of targets of export in respect of tobacco
products during 1983-84. The Ministry have, explaining the short-
fall stated that :“usually target for export is set on the basis of
macro level assessment of the export potential to various target mar-
kets. But experience shpws that sudden fluctuations in certain mar-
kets upset our efforts to achieve targets.”

65 '
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. 6.3 Asked by the Committee to explain the precise reasons be-
hind the decline in exports, the witness stated that there was some
muddle in quality which led China to reject our exports, He added: -

“There is a sort of a story which tells the reality of the tobacco
trade. Tobacco is a precious item of purchase for Soviet
Union and Soviet Union used to send their own officials
who visited Guntur and other areas, took samples, sent
them to their country and then entered into. a contract.
Similar things happened in respect of Bulgaria. This
practice was running to the satisfaction of both sellers and
buyers till 1982-83 when there was a feeling that they
were not satisfied with the quality. When they brought
it to our notice one of the points that we made was that
they themselves have entered into the agreement after

satisfying themselves about the quality, so how can they
raise that aspect now.” '

3.4 On being pointed out by the Committee that this, was not only
a trailer’s but a national loss also and that the quality of samples
showit in advance should be strictly adhered to in exports that fol-
low, the Secretary, Ministry of Commerce stated:—

“We have got this general principle agreed by Soviet Union
and other countries that when they are going into a nego-
tiation irrespective of our inspection agency then it is their
risk and they have accepted it. We have also taken up
this particular case with the Ministry of Agriculture and
with the Rural Development Department and we have
pointed out to them that they are responsible for
AGMARK and other things and it is they who must
tighten up the proper mechanism for inspection. I am
happy to tell you that since then we have not got any
bad report about Indian tobacco from Egypt and others.
They have felt very happy and satisfied with our perform-
.ance. China’s clear indication is to the effect that they
are reviving their interest in India and they would
come back to us. As regards Soviet Union, this is.
being handled by a team and they are looking into the .
prospects of buying more from India.” K

6.5 When the Committee observed that as a Ministry responsible
for export Commerce Ministry should be held responsible for
quality, the Commerce Secretary replied:—,

“for the last one or two years, we are bestowing more and
more attention to quality. Not only the Government of
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India is doing it, but the traders as a who’e have come to
realise its importance. The realisation has come upon
them that quality is an important hall-mark in the future.
Another thing which we do is this. In respect of indivi-
duals, it may so happen that individuals may sell garments
or shoes today and disappear tomorrow. So, we always
encourage institutions to do it. They have long-term inte-
rest in the thing and they are always eager to develop the
quality aspect of it. At one time the Japanese goods were
considered to be not of good quality. But today we find
that the name of Japan has become synonymous with good
quality. In our case.also, we are going through this parti-
cular stage and this awareness is coming up. At the same
time I wish to point out that we are sometimes mal‘gned
also. When Australia and England mentioned it in their
prime T.V. time for instance we told them exactly the
whole story and we pointed out that some black sheep
will be there and we have to deal with them. So, I do not
think that India’s record is all that very bad. When I
went to Moscow last time I presented our case before

them. I told them that we are not 1nterested in shielding
the black sheep.

Sometimes rather a very technical view is being taken.
Quality control on Tobacco is a subject which is under the
administrative control of the Ministry of Rural Develop-
ment. The desire for one to hold on to one’s subject con-
tinues and one does not like to surrender such an item.”

6.6 On being asked by the Committee that if it were under the
Ministry of Commerce, better work could be done, the Commerce
Secretary replied:

“As a general rule I may say that the agency giving judgment
on quality should be different from the concerned agency
doing export. After all Government is one. Industry
Ministry, Rural Development Ministry, etc. are various
facets but the Government is one and the same. Our en-
deavour is always to impress upon the Ministry of Rural

Development that the quality of inspection should im-
prove.”

6.7 Pointing out that the disputes between our exporters- -and
foreign importers regarding “the quality of experts-are not conduc-
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ive for healthy promotion of international trade, a representative
of growers has suggested the following measures:—

“(i) All the Marketing Officers dealing with Tobacco, now
under the control of the Agricultural Marketing Advisor
to the Government of India should be brought under the
control of the Tobacco Board.

(ii) All Tobacco samples meant for presentation by our ex-
porters to foreign importers should be channelled through
the Tobacco Board alone.”

6.8 In a written note on the measures devised to check malprac-
tices in exports which tarnish the image of the country abroad, the
Ministry have intimated:—

“Quality control is operated under Agriculture Produce and
Marketing Act and is the responsibility of Ministry of
Rural Development which is functioning for a very long
period. It will be difficult for Tobacco Board to under-
take this responsibility in toto.

After ascertaining full facts of disputes between Indian expor-
ters and Chinese importers, Agmark Department are fol-
lowing strict standards of quality inspection at various
levels including surprise checks at the ports. That
Department has also taken up disciplinary action against
erring officials involved in the last episode. It is also
observed after this incident that no claim on quality has
been received from any quarter by us. Recent example
is a shipment of 5,400 tonnes to Egypt who were appre-
hensive of the quality. By active intervention of Tobacco
Board and Agmark Department jointly, no room was given
for any complaint on quality aspect. Recently Egyptian
monopoly expressed their happiness about the quality of
our tobacco sent in this consignment.”

6.9 While the Committee appreciate attributing reasons for the
non-achievement of targets to sudden trade fluctuations in certain
foreign markets, they are distressed at the decline in exports pri-
marily on account of tobacco of infer‘or quality having heen expor-
ted against earlier orders. In this context the Committee have been
informed that whereas one of the statutory functions of the Tobacco
Board is regulation of export of virginia tobacco and maintenance
and improvement of existing markets and development of new mar-
kets outside India for this variety of tobacco, the , function of
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assuring quality of the tobacco exported through inspection
is exercised by the Ministry of Rural Development. The
Committee consider this arrangement as rather anomalous
and unsatisfactory. They recommend that the functions of quality
inspection in respect of virginia tobacco exports should appropriately
to transferred to the Tobacco Board so that effective checks could be
exercised in this regard and in future there are no complaints on this
score from foreign importers.

The Committee also suggest that there should be a provision for
taking punitive action against unscrupulous traders who deliberately
export sub-quality goods, thereby lowering the image of the country
in the international market and affecting adversely our export effort.

B. Export Duty on Tobacco

6.10 In a memorandum to the Committee, a Tobacco Company
Executive has represented:—

“India is the only country imposing export duty on exports ot
tobacco whereas countries<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>