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INTRODUCTION 

I, the Oiairman, Standing Committee on Food, Civil Supphes and Pubhc 
Distribulloo (1999-2000) havma been aulhori.ed by the Committee to submit 
the Report oo their behalf, present this Sixth Report on Demands for Grants 
( 2000.200J)rdating to the Mmislry ofCoosuma Al1'aU'$ and Public DistnblLt!On 
(Dqiartmenl of Sugar Bild Edible Olis), 

2. The Committee euminedfscrutinised the dctmiled Demands for Grants 
(2000-2001) of the Ministry w\nclt were laid on the Table of the House on 
13th Man::h, 2000 

3_ The Committee took cvidcnoc of the representatives of the Ministry of 
Consumer Affairs and Public Disaibutian (Department of Sugar and Edible 
Oils) on 24"' March, 2000 

4 The Conumttee wish toexpreg their thanks to the Officers of the Ministry 
of Consumer Affairs and Public Distribution (Departlncnl of Sugar and Edible 
Otis) for placing before them dctmiled wnllCll llOla on the subject and for 
fumtshtog the mfonnation to the Committee, dc:Bired in counecbon wilh the 

exantinalian of the subject. 

5 The Report wa< considered and adopted by the Committee at their sitting 
held on llthAprd.2000_ 

6 For facility of reference and conv~nience, the Observations and 

Rccommendabons of the Committc:c have been primed in thtcl< type in the bod)' 
of the Report 

Nrv; DELHI: 
l 7 April. 2000 
28 Cha11ro, 1922 (Saka) 

OEVENDRA PRASAD YADAV. 
Chuirmmi, 

StwuJ/ng Comm111ee on l'Ood. 
Ciwl Supplies and Public D1s1nb1111on 

,,, 



CHAl"TER I 
lntrodudory 

The ~of Sugu & Edible Oil• ""'11i•IS mainly of two Divisions viz Sugar Division and Edible Oils Division Two att&ched. offices assist the Departulcnl iuundy: (i) Directorate ofSugu and (ii) Directorat.. ofV1111aspati, Vegetable Oils and Fats_ Then! are two subordinate offices viz. (i) National Sugu lnstilute, !C4<lp\ll" and (iii) National lnstitui.: of Sugaroane and SUgar Technology, Maunath Bhattj11D, U.P lllld one Public Sector Unde<te.king viz. Hindustan ~le Oit. Cmporab.on Ltd., New Delhi under !he Department. 
J _2 The Department of Sugar and Edible Otl.i ••resJ)OMlble fordC\'Clopment and regulation of the Sugar lndu•try, formulation/adoption of a suitable programme aimed at _.;,.,g adequate supply of sugar at reasonable prices, !llfeguaJdina: the 1atcrest of cane grOWen, allocation of sugar for EJ<port and adnumsterina: lhe Sugar Development fund Siii up under the sugar Development Fund Act, 19R2. In "" fu as edible Oit. rs concerned, the Department deals with pnticynwten< relating to import of edible nils for the PublieDislribuhon Sy•lem (PDS) including allocation to various States/UTs, m~ nf edible oils economy including van .. pati, vegetable oils, oil cakes elc. The Department also monitors the prodnction, quality control, processing 11ad dl.slnbution of these Items. 

1.3 The Dcmlncl fur GranlS ofrlq>attIOCHI of Sugar and Edible Oit. were laid on the bible of Loi: Sabha on 13th March, 2000_ Ikm$ld No. 41 oftbe Minislly contaim the figure of Revenue a. well ""' CBpital expendilllre of Pl1111 and Non-Plan llCb. vities wbicb were !Iii follows·-

(in """'" of Rs ) 
B.E 1999--1000 ll..E. ,,,.,-2000 llt l000-2001 "" -"· '~ "" ·--- "• N°""Plon ,_, 

-l.61 
__ ,, 

671,12 "' ••• _,..7,!0 ' " 37037 37) 48 - ·~ (-)5.7! •• ·~ 176! lL"4 •• (-)42! •• 
'~ •• 622.76 6?L"!j; ,., )l;l.ll !6874 ••• )66.1? 17.._,, 



I 4 The dc1ni ls o f' 1hc !3u<lgc1 Es uma1cs and Rc\'i>cd Esuuiates fo r ( 1999-2000) as \\CJI as £'\udgct F.shmatc' for (2000-2001) are a> under:-

1999-2000 Budget 1999-2000 RC\ISCd 2000-200 l l3udgc1 Maior Head Plan Non-Plan Tomi Plan Non-Plan ·101al Piao Non-Plan Total I 2 3 4 5 6 7 8 9 I ti Re' enue Section 

Secretanat-Econom1c 3451 010 l 75 1.85 0 10 I 76 I 86 010 2.06 2 16 Scn 1ccs 

Food. Storage and 2408 2 51 649 74 652.25 2 52 506 I & 508 18 3 01 33041 3:'1:1 42 Warehousing 

Industries 2852 002 0 112 002 0.02 0 02 0 02 C111I Supplies 3456 50 00 50 OU . 50 (XI 50 00 . 50.00 50.00 
Toial Rc,cnuc Section 2 61 70 I 51 7114 12 2.62 55 7 'J6 560 58 3 11 38?. 49 385 6() 

"' 
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l.S Th: Ministry ofCoruiumer Affairs and Publi~ Dimibution (DqillrtmCD1 of Sugar and Edible Oils) ha. furnished the following statemellt regarding !heir actual Plan and Non-Plan expendi~ akmgwith their percentage \lpto Feb., 2000 on dimn.:nt Heads 11re as llllder; 
~;,, """"') 

" ••• ~ ~ - ,. '" '~ ·- ·- - o><pendi. 

·~ - - !l!D 12 
~ " -' ~ "" 0.10 0,10 

' N"'ooalhlllnldmof ...._,.s...,. - •oo "" "' 16.00 ,.. -0· -· .'1.7.'I '" 0.70 ll.17 :w.•~ 

' ~- - "' ' " ofF--..,r. -· ... . .. 0.01 ••• ••• - .. , __ 
' ~ J4l l L?l ••• ' " "" "" ' foodS"boidy , .. 160.00 ll!OO Xll.61 ll.19 ''-Jl ... ~, 
' TrllllliortoS..,. , .. l~.00 llOOO lJ0.00 100.00 l00.00 ---""" • SOFT.......,,_ 

(;) -ofSDt 
~· ••• •• •• 9 . .'ll '" ., --of8- , .. 14.00 ••• ... l6_8J '.>9.07 ("'),,,............ - '" l.ll "' ll.14 ,,. (jy) Louutor....i.m;· •• 17.'l.OO ~- 141.88 R.21 71-94 --.-1110-

tionofSupt 
Mil!. 

"' -~- ·~ ll.00 ... ]0.0.'I ... ••• ~-(,.;) Loon.to.-~ - ll.00 11.00 •oooo \lopbbl<Q;la --Otho.Pi .......... - '" '" 7,.'17 K" 17,71 ofFoodSlonfo ·-• ~- ... • • ••• AmrilU.rOilWorb 

' R<m""'-ofloAa "" >000 ••• ••• lOOJl(I !00.00 10 STC in tndi• 
opom;""ofldhlo •• 
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1.6 When thc Committee enquired as to what are lhe reason for less 

cxpcnditurc of B~ allocation, Secretary (Sugar aDd Edible Oils) deposed 
befoR the c~ as undc:i-. -

·~ projoct for Nati(!Oa] Institute of Sugar and Sugarcane Technology 
was saru:tioncd some yean bacl<. The total oost of the pro)CCt was Rs. 
22.32 crore. The major expenditure is en the Uipibll Ac.<.:ount aDd about 
Rs. 1.3 crorc on lhc revenue side. Now, the major delay was due to 
construction of building and due to ~I of oChcr infrastructure. 
We execute Ibis scheme through CPWD and ""' give an authori1stion of 
expenditure on the c:stimate givai by lhc:m. Then, only toward& the end of 
March, we know how much money Ibey have act1lally 1l8Cd and the cxaci 
llDIOlllll lhey are booking wider our Budget We have act1ullly authorised 
out of the RE, Rs. 316.23 lakh for the CPWD on the basis of their request 
for spending them during cum:nt year's work. They have already used 
Rs 202 lakh so far and they are likely to use ano!hcr Rs. 48 lakh durW& 
!he current year, the IOlal <>fwhichwill come to Rs 250 lakb. Weare only 
giving authorisation aDd the expenditure utdicatcd by them is out of their 
own Suspense ACl;OllDl But if you look at the overall figim:, it is good 
which is allllOlit 65 per cent of the BE md much higher peroentage, almost 
90 phu of RE." 

I. 7 Addmg further the~ for ieS!J expenditure in food tublidy during 
(1999-2000), the Soaewy (S&EO) stated u underc-

''ln the last year, there was a delay in the announcement of the final levy 
price. In fact, we <lid.it only on 29th Nmicmbcr. We had just carriedf!X'Wsd 
the old price. Nowtheddfcrencehasto be calculated The enurc~v:ision 
is towards that and the transport charges Because of this delay in 
armounccmcnt of the fmal prices till December, the Food Corporation 
oould not make the claims. Now, they are in the process of making the 
elauns. We will he completely spending the amount in the month ofMan::h 
But I am not able IO deny, in fact, I am accepting that partly there was a lot 
of delay because of procedure, etc. "" IO what should be the modalities. 
We were ready in February, 1999 with the levy pnce, but wifortunatcly, 
the mills made a lot of representations and the whole thing got delayed_" 

1.8 TM Committer note that Budget allocation of National Institute 
of Sugan:1111e and Sagar Technology (NISST), Mam under Head 2408 wu 
RI. 2 crore in BE (1999-2000) which was reduced to RI. 0.93 crore in 
RE (1999-2000). Out of thi1 reduced allocation, only an amo1111t to the 
tune of Rs. 32 lakb could be spent which is 16°/o of BE (1999-2000) 1111d 



' 
34.40~. of RE (1999·20IMI). Similarly for the Head 44118, the BE (19'99-
ZIKKI) w11• Rs. 5. 75 care which "'"" re<luccd to RI. J.JS crore i• RE {1999-
2000). The actual c•(lCJlditure was unly to thc le-·el of RI. 70 lakh which 
amount to 12.1 °/o of BE. For other Programme of Food Storai:c and 
Warehousing under the Head 2408, 1hc plan allocation BE (1999-2000) 
"as R•. 51 lakh u·hich "as increased to Rs. J.59 crore in RE {1999-2000). 
But no actual expenditure could take place upto Feb. 2000, For tbc same 
plan •chcme under the Head 4408, the BE & RE (1999-2000) was R1. 64 
lakh, hou·c•·cr, upto Feb. 2000 only Rs. I lakh cauld be utilised which 
amount• lo only 1.56%. Similarl}' for other non-plan 1chcmes likc Food 
Subsid) (Sugar), Grant ... in-Aid, loan for Cane Development UC. the actual 
expenditure is not satisfactory and no pain .eems to have been taken to 
utili1e the fund1 fully. When the Go•·ernme11t agrce1 that the Budget 
E•timatc/Rc>i•cd Estimate pro.-ided in a particular Financial Year should 
be fully utilised duiing the year, no effort hlll been made to adhere to 
principle strictly. Since the •pill-uvcr of the unc •cheme has its bearing on 
another alongwith cost-cscala!ion and discontinuationlnon-taki111: up of 
another DC»' scheme, the Committee, tben:fore, n:commcnd that all etrom 
•hould be made by the Government to utilise the fund within a particular 
financial ye1r and the actual e1p!.'nditun: incurred during (1999-2000) he 
intimated to the Committee for all its plan and non-plan •themes. The 
Committee would al•o like to know the step• taken hy tbe Govt. to utilise 
the fundt earmarked under plan and non-plan schema for t•e year (1000-
2001) in an even mS11ner and progre1s achieved i11 thi1 reprd in 1i1 months 
time. 



CHAPTER !l 

(i) Sugar Development F1111d 

2.1 Unde!- the Sugar Ccss Act, 1982 a ccss of Rs. 14.00 per quincal is 
being collected on all sugar produced by any sugar factory 1n India except on 
sugar exported. 

2.2 The Sugar Development Fund Act, 1982 provides that an amount 
equivalent to the proceeds of the duty of excise levied and collected under the 
Supr Cess Act, 1982 reduced by the cost of collection llll determined by llte 
Central Government, togelher wilh any moneys recci-vcd by the Central 
Govcmmcnt for the purposes of this Act, shall after due appropriation made by 
Parliament by Law be credited to the Fund. 

2.3 A! provido>d under the 5"gar Development Fur>d Act, the Flllld '" 10 be 
lllilimd by the Government of India for the following purposes:-

(i) Miking loans for undertaking of any scheme for development of 
sugarcane in the area in which any sugar facto<y is silwlted. 

(ii) Ma1ang loans for facilitaimg the re.habilitalion and modemization 
of any sugar factory_ 

{iii) Making grant for the purpose of any research projoot aimed at 
development of •ugar factory. 

(iv) Defraying expenditure for tho purpose of building up 11nd 
maintenance of buffer stock of sugar with a view to stabihz1ng the 
pricoofsugar. 

(v) Defraying any other expenditure fur the purpose of the Act. 



• 
2.4 ~year-wise position ofFllllds sanctioned aocl dilbumdfar differmt 

non..,Jan schc:mcs since 1911)-84 are as undi:r:-

~·-~- -·- -- -- NoJ --N~ol- - ;io:; ..... ..... ..... = = ------------·- - ~ ·- ~ -·- , '" '" "" ••• ,_ ·- ,, •• "" , •• •• "" ~ •• ·-· • "" ,,,, ' ~ ,. - •• • • ·- • ,,. ,,. " .. ,, " •• .. , - ,,,. •• ·- • - "" ,, •• ,,. .. "' •• 11o:r> ·-,_, " ... - " •• - •• - •• Hill) ,,,,_,,, " ... ... • '"'' "" •• , .. •• , .. " "" ,,. " "" •• •• ·- .. .... 
'"" • ... ,, . " "'' "" ... "' , .. .. ... ·- • "" "" • .. .,, .. '" , . ... • • ·- "' " ••• •• - ,. •• •• ·- " •• "" " •• "" ,. •• 11201 ,..,,, ,,.., ... '" , .. "" " ,,,. •• , ,. ... ••• "" , .. '" "" •• " "" '"" , •• , . ... "" -· ·-- ' '" "" • "" '"" , "' •• '" "" ,,, ... 
(>L-1'..., - "' -· '"" -,..,., -· " .. , "' -· ,..,,, 

·~ 
2.5 During the period of 1982-83 to 19!J9..2000 (upto 31.12.99) a cess 

moount of Rll. 2366.00 crores h115 been tnmsfe=d to lhe Sugar Development 
Fmid. An amount of Rs. 1109.29 crores bas been disbursed Imm the fund uptO 
31 12.99. Aaoo 3!.12.99 anammmtofRll. 441.ncrores has becn=vercd 
from the sugar mills u principal plus intcmst against iouw advaDCQI to them. 

2.6 The pnwision of BE &. RE (1999-2000) actual e>cpend.iture 11pto 10.3.2000 alongwith !he BE (2000-2001) are as UDdcr:-

(Rs. inl.idu) 

1999-2000 1999-2000 Actual Exp. 2000-2001 
B.E. RE. .... 

10.3.2000 

' ' ' ' ' ' ' Admirustration nf SDF 420.00 480.00 40.66 s22.oo 

' Subsidy for majnlenlUIOC 2400.00 650.00 643.74 200.00 

"' "'"°" 



' 
I 2 3 4 ' 6 

280.00 125.00 33.50 250.00 

2500.00 2SOO.OO \338.27 2000 00 

5. Loan for 
Modermsationl 
Rehabilitation 

17500.00 20000.00 14317.64 20000.00 

T""' 23100 00 23755.00 16443.81 22972.00 

2.7 Whc:n the Committee desind to know !he rCPOnS for kl• utilisatlOrt of 
cane~ loans, the Ministry in their written reply furnished as~:-

''The amoanl indjcattd that oould not be utilised in 1997-98 for the 
I "'" meatiroodrdacecitotbe proviaion made for short term loans 
f« iapua. Sugar Milli - asked to op:ed llP tbe completion of 
documcntal:ion mul tbe budget -provision IPade in this regard has 
been almost conplcte1y utilised in 1998-99, The scheme of short 
term loaris for input. was in operation from 22. 1197to31.3.98" 

The average eiqieaditme for cane devdopmc:n1 loan during 1he Jut 5 yean 

1w been kept in view while teeking fund:I for cane dcvclopmom loan. It may be 

seen that tbe fund& required have not exceeded Rs 20. 00 crores m any year as 
indicated below:-

{RI. in o;nn'IS) 
1994-95 13.26 

1995-96 9.01 

1996-97 13.71 

1997-98 14.80 

19911-99 14.06 

As Oil JQ.J.2000 the expenditure under the CaD0 Development Loan WU 

Rs.13.38 Cl'Of'COl, BesidcsanmnountofRs. 8.64cronzillpreseatlyunderprucess 

disbunematt. 
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The lmd&el JITOYLsion of Rs_ 20_00 cromi for cane: dcvdojmcnt ktan ill 
BE (2000-2001) has been propo.W on accoont of the following~:-

''As there will be no f=h demand for d.Ubursal of loans for itlpub 
under Rule 17 (A) of the SDF Rules and based on the aveniic lrsnd 
of d•sbursals/expelldi~ for""° tlevelopmcnt in the lut ~ ~. 
the budget iruvislOllS made arcronside.-cd ""'"""llble and adcqutc." 

2 8 When the Committee askc:d the Ministry about the reuons for less 
ulllis.ation of fund for modcrmsationfn:habilitation of sugar mills, the Ministry 
1n the "Titten reply submitted as imder:-

"The reasons for len cxf"'oditure lo !he lvllc of Rs. !!_00 crorm in the 
financ1al year 1993-99u ~toRE ~R:i. 1,8,00lll'llfa is Rte 
the fact that lhe l st mst:almettt amount of Rs. 381.00 lakhs in respcict of 
one unit could llOt be releated due to non-(:lcafance al outi;landiug dues 
in the said case. 

As on 10th March, 2000, out of RE of Rs. 200.00 crores for the year 
1999-2000 an amount of'Rs. 14387.649 llldas (say Rs. 143.88 crores) 
h11Ve diohursed to J 8 sugar unilll by way of release of lot OJ 2nd or both 
the instalment under the scheme of Modemisation!ReUbilitation. 

The requirement of fimdl for Modemislltlon/Rehabilitlllion loans under 
BE 2000-2001 ha been ptt>jcclod koepmg in view the applications 
received till daW and anticipa.ting lhc volume of applications likely to be 
received from sugar llfli!S nexl yoar, The llllllllllll will be utilised for 
disbursement of loans for modemi1at1on/rehnbilitation/expansion 
purposes to sugar unilS". 

2.9 When the Comnnttco de•ired to know the reatQDS for less utjliµtion of 
fund for cane development aad modernisation, the Soc:rctary (Sugar and Edible 
Oils) deposed before the Committee as under:-

"A Committee bu been oonslituted under the chairmanship of the 
Secretary. Fw- instan<;e, in regard to modcmisatioo, mills are sby of 
coming to us. We have a lot ofprooedwe. Even in the case of a private 
mill, the concerned State Government has to execllte a tri-partite 
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agreement Sevoral State Govc:mmcnts do say !hat they do oot want to 
come into the picture in case of a private mill as the private mill'" no1 

under their COJ1lroL We "~'" iru;ist on Government guarantee. Some Sta\C 
Government has said, 'if you find lhat it is viable, you can give the loan·· 

We ate disappointed lhat we donol have as moury applicatioos as possible 
EvCO> when we s.ancuon it, thcre are some problems as per the ru!"6. The 
rules say that the mill undertaking modemislllion OJ C;q>anSion can come 
for the n~t loan after a penod of 13 years. In 13 year:s, the enl.Jre indusll)' 
will go We an: malung ad-lu>c exemptions because there oould be audit 
objections and commenls on that We ...., revamping the rules. I assure 
the Committee thal "" wtll be completing the exercise. We are also ha> mg 
1nteractioos mth tllc Slate GovemlllC>ltS, privaae nnlls, co-opc:rahve mills, 
all India fi11U1Cial 1nslltull11J1S and NCDC. We will be making a pro-
active rule "' regard to modernisauoo and also about sick mill•, about 
which !111• Comnuttcc is going to look into 11 later We have constituted a 
Comnuttoe for this purpo5C ••. 

2. Ill Vlhm lhe Committee dcsH'ed to know OD what grounds Government 
has decided not to continue with lhe short lrml loans whidl was for fertilizers, 
seeds and pesticides to the farmers and also wt of the 161 unill whom shon 
term loans has been disburxd only 29 have set up their mbnitoring oommattoe, 
what slcp!l had been taken in tlus regard, the Ministry in their post CV1dence 
replies subnutted as uruler -

"A provision for allowing "loan• for providing inputs for sugarcane 
developltlt>Pt" which p.-ovidod for purchase of fertilizers, seeds and 
pesticides was incorporated in the SDF Rules 19S3 on 21.11.1997, by 
way of an amendment to the Ruk:ol The provismn for alli>Willll loltns for 
providing inputs for sugarcane developcncnt was made as during 
1996-97 and 1997.98 sugarSC11$10D5, it was observed that sugar mills in 
scvc:.-al areas were f111ding it difficult lo get adequate sugarcane for full 
uhhzation of their imtalled capacity. It was also observ<:d that there had 
been a marked trend for cultivators to shift to other corp11. However fur 
avail111g this loan for which a bank guarantee is requiml as security. an 
exception was made with approval of the Ministry of Finance by which 
a second/extended charge on tho mill'• assets was also made acooptable 
for only one year_ Applications a•·ailing the benefit of this exception, 
Wml called for up to 3J.3.9S. 



" 
All the SU&M units to whom short term loam luive been disbmscd are 
rcquirod, Wider the SDF Rules 1983, lllld the bipartite agreement entered 
by the Government of India with the sup factOI)', to constitwc the 
monitoring committee with representatives from !SMA, NFCSLF, the 
local State Government functionary, the concerned sugar lllill and 
representative of the sugar growers_ Of the sugar units to whom short 
term loan has been disborsed, infonnatiorl has been received from 29 of 
them about having set up monitoring committee&. The rcrnatning sugar 
wtils have been mked to indicate lhe information regardmg setting up of 
the monitoring comnriaees. The mllttllr is being pursued to cnsuni that 
the Committees areconatitub:idin all lhe cue. and~ obtained about 
the proper utilization of the short term loans". 

2. 11 When the Committee desired to know tbe position of recovery ofSDF 
loan and also tbedfona made by the Government for the recovery of repayment, 
penal inlercst ml mknlit, the Ministry in their post evidence reply has submitted 
as below:-

"There are two schemes m>der the SDF in which loans are given to !he 
sugar 11ni11 from the SDF. These are (I) Loans for modemiza.tion/ 
rehabilitation llDd (2)(a) l<>m fi.ir sugllfcanc dcveJopment (b) Loans for 
providmg inputs for sugarcune ~t The scbemi: of loan for 
providing lllpUl£ for supream ~ was introduced w.c.f. 21-
11-1 'H7. Howewr the dubunemont of loans~ from 1998-99 
financial year. 

You 

' 
1915-86 

1986-37 

1987-88 

1981-89 
1989-90 
1990-91 

(JU. in lakhs) 

2 

27.02 

176.95 

519.26 

ISIS.27 



I ' 
1991-92 1756.81 

1992-93 3559.97 

1993-94 4742 16 

1994-95 4795.90 

1995-96 3403.37 

1996-97 4688.05 

1997-98 4859.39 

1998-99 7390.49 

)999-2000 6742.52 
{up to 31.12.99) 

TOTAL 44177.02 

COlllinaowl dforts an: mad!! by this Department for =very of 
SDF loans. The oulltallding duel arc monilorcd and at lhe end of each 
quarter lhe position of llOCb dUR iA w1111ed The two feclsatioru: of 
sugar mills in thio country, the Indian Sugar Milli Auociatian for private 
aector mills and the National Fedcralim of Coupo:•tiv.: Sugar factories 
for sugar mills m lhc coupetative ICW.lr are add:J eod rcqucstina; them 
to UQ!e their rncmhcr mills who are in default, to clear their dues. The 
matter is also taken up with the Secretmyf0munisi;1oncr in charge of 
sugar in the conc:cmcd State Governments to have: !he dues cleared in 
respect of sugar mills in their ~ve States. The last such request tn 
the ~ioners for ape<litiowi clearanc:c of SDF dues 
bas bcc:n issued oo 3 I . 12. 99_ Wherever possible the SDF dues are acti111ced 
against other claims of the defaulter sugar 11rtits pending in this 
Department. The position of =very of loans is regularly monitored by 
the Standing Committee of the SOE" 

2.12 Tile Committee oblened thllt the BE and RE (1999-2000) for 
cane development loan wu RI. 2500 lakh, howt•e•, the actual expenditare 
apto 100. Man:l, 2000 wu Ollly to tile hM of RI. t338.l7 lllkb l!'hkb;. 
•boat 49"/G utili11tio•. The re11oa1 given by Ue Minillry for las 
upmdlt11re tb1 tile 1upr allib do not approach tH Govt. for cane 
devi:lopmmt loan DI time ill aot coariaciac to tbe CoJlllllittee. h tM:lr 
view tll llttdy farmer n:q11ire t~ lllUI in time, but npr undertaklap 



" 
come in !heir way throu~ whom the appJ;cat;on or loan i1 to be pn>ceooc:d. 
The Govt. 's assertion that it would he difficult to p:us the lollllll to farmen 
directly due to their lar~ number and •·Mtne11 of the co11ntry is oot 
appealing due to the fact that it;, the re•pon1ibility oftbe G.ivt. to make 
a•·ailablc loan• In the ncWy farmers well in time. The G.ivt., however, 
ttithout anal)•ing the reason• for le•• utili1atio11 of fund have f1111ber 
reduced the amount in the BE (21Nltl-21Mll) with reuoo1 which do DDt ooond 
well. ·rhc ('ommlttcc, therefore, strongly recommend that the Govt. l.bould 
make all effort• to utili•e the amount allocated in the Budget E1timate for 
the year (21MI0-21Mll) under the scheme. Vigorous effort1 lllonld be made 
to persuade the sugar unit• to pu• the loa111 to tlw: needy fannen ud if 
need arisC>, the bud!:<'! allocation for the year (2000-2001) should be 
increased at the RE •lll!l". 

Z.13 It ha• ~omc to the not•ce of the Committee that• provision for 
11;r11ntini;: l<111ns to the farmers under the cane development Khemes f<>r 
procurinl! input• like fertilizers. seeds and pesticides for the eultWation of 
•ugarcanc wa• incnrporated in the SDF Rula, 1983 on 21.11.19'97, bot 
thi• •cheme ,.·a.• operational only upto 3 i.J.93 and thereafter no 101111 hu 
~iocc been di1hursed. The Committee do not agree with the rc.asons put 
forth for non-di~hur•al oflWln• oo this account whkh is very much nseatial 
for cane culti•·11ti110. The Committee, therefore, 1trongly recommend that 
the Go•t. should eoc11urage the 1ugar undertakings.to come forward with 
the applications for 1hort tenn lo.ans ,.·hich in turo will i.crease the 1upr 
cane productinn. 

2.14 Th~ C<>mmilltt are of lhe •·iew thst for •hort term lo,.,,, each 
•ugar unit is required In ennotilute a monitoring cnmmittee having 
rcprescntati•·es from ISMA, NfCSFL, the local Govt., concer:netl 1ugar 
mills and representatives of sugarcane growers. However, ont ofllil units 
whom shnrt term loan were di1bursed, only 29 11Dit1 have set up the 
monitoring committee. No effort seem• to have been taken by the Govt. to 
per~uadc the •ugar mills to constitute the mo11itorin2 Committee. The 
C<1mmittee, therefore, recommend that the Govt. should direct the 111gar 
mills to constitute the monitoring committee witbout further dels)·· 

2.1 ~ The Committee note that the l<>llD for moderniuti...Jrdiabililatio• 
under BE (1999-2000) was Rs. I '7500 lakh which was increued io RE (1999-
2000) tn R•. 20000 lakh. H<1-ver, the sctual expenditure upto 10.3.2000 
WH R1. 14387.64 lakh•. At no 31_1_2000 nut nr 4117 inttali..d •ugar mino. 



" 
:220 are of the cap11ti1y la1 thu l!!Oll '.l'CD. The mill1 bavi•g capacity less 

tbu 2SOO TCD are aot co11lidetl:d viable ud are boand to become 1ick 

wllich may rulllt ia lai1 .. pr production. The G9vt. '• assertion that tlic 

mill• are 1101 tomin11: lorward for grant of loan for m<Hk:rni1ation i• not 

convincing. TH Committee, therefore, "'commend that Govt. should take 

concrete rtep1 to for111ulate a plan to modernise mills with capacity below 
2500 TCD in a ph~ man..er 10 that th""" mills may become viable by 

attainln1 tlw: capacity ofl500 TCD. Meanwhile the Govt. may encourage 

Kh1.11dsari Ullin baYing Vact11m Pan Technology, ifnl'tt!lsary, by modifying 

the c1irting Sugarcaae Control Order (1966). Further, the Govt. should 

allo consider to relax of 13 years moratoriam for the mill• haviag sound 

repayment capacity. 

2.16 TheCommitttt ob!icrve that 1he total disbursemertt for 001h the 

Ith~ of modernlutiollff'l'hl.bilitation and ·~rcane development has 

been 124791.lO lakh •ptO 31.12.1999. Out of this, only an .,..ount of 

Ro. 44177.02 lakll bu hen recovered and RI. 80614.18 lakh is •till 

011.t1t1ndi11i=. Evea coa1ideri11g the esemptio11 of payment due to 

mora:tori11111 for difl'eftllt "hemes, a large amnunt is still recnverable. Since 

SDF loan i1 a toft lou .nth v•ryh11t intel'fll of 6"1• to 9% p.a. 1upr 11ait1 

might not be repaying tile ducs to the G<Jvt. in time and diverting Ille • ....., 

for other purp!IRll. ne Committee ire nf the 'iew that tbe Govt. should 

adopt ltrict met1111res ii consult>dion with co~cerned State Govt. to realise 

the ountuding lens so that other needy mills may be benefited 1ad 

diverlioa of fund is totally di!l:oaraged. Step• taken and progress achieved 

in thi• re£11rd should be communicated to the Committee within three 

months. 

{ii) Sugar Sub1idy 

1.11 Sugar suh•idy i• paid to the Food Corporation of India and others on 

account of levy sugar, import of sugar etc The BE & RE (i 999-2000) for sugar 

subsidy was 360 crore and 325 crorc. In BE (2000-2001) it has been kept at 

Rs 1 I 0 crore as Finance Minister announced in the Budget Speech that no 

allocation will be made umk:r PDS for 1noome tax asses!S<lS llOd also that the 

PDS prioe bas been increased to Rs. 13 per kg. Jn this connection when the 

Cmnmittcc a•ked how the Government ensure that the system for idcnbfication 
of income tax assesses 1s fool proof, the Ministry furnished in wntten reply:-



" 
"Distributxm of Sugar tbroogh Pllblic Distribution 5)'Slml is bcins laobcl 
Uler by State Gov=mmen11. The tllllk of excluding tbc income tu 

assc5!ces from the i'DS has to be acoompliahed by the 1ospectivc State 

Oovernnienbi. They are also required to wed out !be modalitiel for 
makin81he system foolproof. 

If an individual is ill= tax asscssee, then hia family would ltalld 

excluded for PDS 5113M- The incometax. lll.llhoritioll lllC hnlna the list of 

income tax asses...es. The State Governmmt have been ad\lised to get in 
touch with the ~ ComminlDllCn of illC<llllll t8'< and initillle the 

c><ercise of identification of 8UCh families". 

2 I B The need of sugar of the people of the country '" met m two ways, 

pwtly through the Public D1stributi<m System (PDS) and partly dirougb. the 
open market. For the purpose of distnbution of 1111ar lhrough PDS, the 

Government IS procuring 30% of production of llljU" as lc:vy qllO(a widl effect 

from 0 I 01.2000 (prior to lllis, it was40%). The balance 70%oflllJlll' is allO'Mld 

to be sold by ougar factories in the free market. Tho rdcases oflc:vy and freeaalc: 
quotas are madl! on monthly basi• to the Stile Gownunents in iespoct of levy 

sugar and to the ngar factories in reaped oftbc fi aale sugar. The monthly 

levy sugar quota is allocated on tbc basis of tbc pujedod populatiofl u DD 

0 I . 03 .1999. The lllOlldily levy llllP" """" fir tbc m;mlh c:{the March WU 4,44, 412 

M.Ts. for the~ coun1cy. The Stale-wioe break up ii at Anncxm'o-1. Over 
and above the monlhly quota, the State Govcmmenll are alllO beia& ,nocatM 

festival quota. The State-WISC! bleak up of the ftstiVal quoW QI llhlu JPvcn in llJG 

Annoxurc-1. 

As there is no n:striction ou ll>OVCCDl:lllof6 ·"' svpr, it is notpoedilc to 

tnd!catc the quantity of sugar sold out of the allotted quota, in a ps1icular State. 

The releases of freesalc rugar during the laa year {Apnl, 1999-Man:h ZOOO) 

haw been in the rang<: of 7.45 lakh tonnes to 9.00 lakh tonnes per month 

(Annexure-11). 

2 l 9 Whdc 1dentifyilg BPL family duriug imp].._,tatian ofTOPS, it has 

been observed that some genuine po=ople has been left, while others undesirable 
people arc getting its advantage_ Pointing towards lhe pmc repetition. when the 

Co>mmittoo .. w abo>ut tlte criteria o>r •dentification the SecrelalY (Sugar and 

Edible Oils) deposed as wider: 



"There are two thing! thlli we have done. Finl, we have talked to the 

0..irmanofthe Central BosdofDim.t Tna .OOhad instnr.ctions issued 

to all the Commi••ionel'I of lncCJmo.. Tax to give ward-wioe details of 

illcolllc-tax assco1ecs. Then ii some problem in lllis because in !IOll!e 

places lhe corporate and indivtdu.al 889C!loees are m1xed up 

Seoondly, Clll'h State has got ill own """'"'°""e for distribution of cards. 

Some pcople haV<> more than one types of card. So, wo: h•ve been in 

amstant touch with all of them W; are all identifying the issues for 

winch they need llllf a:uadelinoa- These imlco have more or less been 

framed mid voy shortly we are going to have a joint ineetmg with the 

Income-Tax people: and the State Civil Supply ~- We will 

be giving shape to lhill. The Slale Govemmc:nt h.aV<> more or less dooe 

the preliminary work. They are asking fur fu1the>' cluifieations. For 

instance, \he cBJd may not be in the name of the income-ta" asses&ec but 

ono: of the mewbers may be an in£:cme.tax payee. Some sl!Ch issues are 

coming llP- We are getting together •o that each State will be able to 

share in!Ormation. lfa State has done some pioocenng work, the olher 

States can benefit from Iha!. We are meeting the Income-tax people: wry 

shortly_ 

I am gi\•ing the guidelincs Thal is why I am confident. They have already 

started finalising it. They have asked the card-holders lo get s0111e 

affidavits"' 

2 20 When the Commiuce asked what was the total requirQneo\ of levy 

Sligar 1n inocding three ye1n and what would be !he reduced ~t of 

lC\)' •usar after exclusion ofinoomc tax assessees, the Ministry 1n their written 

reply furnished as under.-

·-n.c monthly quota of PDS levy sugar on lhe basis of 1991 poplllation 

data \\-!Lich \\'IS the basis of PDS alloc&tions fmrn I I_! 9% till February, 

2001) \Vas 3. 63 lakh Mts_ In addibon, there wu annual festival quota of 

999~0 Mts , and the annual requtnment for Army PurdiaseOrgarusationl 

Para Military Forces, Bhutan etc \\Creof l .~O lakh MIS Howi:vcr, with 

effect &mn 1.3 .2000, the poplllation base has been shifted to the proJeo;tcd 

population as on 1-3-1999_ Accordingly, the monthly qoota of levy sugar 

has been increased. to 4.44 lakh Mts_, ineludin& the annual festival quota, 

annual req1UJCment for Army Purchase Organisll!On etc_ The annual 

rcqu1rc!ll"nt ,,·orks out to 53.2S lal.h MIS. 



" 
On lhc assumption that each income tax aucsec would have ' lllClllbers, 
lhc excluded number of beneficiaries from PDS sugar would be 

K6S. I Cl lakhs. Assuming again that C""1)' person gets on an average 42~ 
grams of PDS sugar overy lllOll\h, the n:quirmicnt of PDS sugar for S68 _ l 0 

lakhs comes to 4.43 lakhs lonnes per annum (868. LO lakhs x425 gms x 

12 month1). Thus, the requirement of PDS sugar would be lesi; by 
4.43 lakh tonnes per anruun." 

2 21 The Government has~ levy obligation to sugar 111ills from 

40°/o to 30'Yo ... e./Ol.OJ.2000 In th1s regard when lhc Committoe asked What 

would be the m:luccd quantity of!evy sugar accrual afterrodlcing thepercertage 

of levy sugar from 40 percent to 30 percent & how the Government will meet 

this dcfocu kcping in "'- lhc inc:n>llSC in populabon, the Mini.try in thoLr 

\\Tiltcn reply furnished as under:-

"When the percentage of levy obligation was 40%, the effective accrual 
of levy was 32o/o taking into account the incentives to lhc sugar mills. 
With !he reduction in the levy obligation !030% with effect from I I 2000, 
the effective accrual of levy •ugar would be 24'Yo The productton for the 

•ugar season 1999-2000 1s provisionally estimated at 160 lakh tonnes. 
At this level of production, tho levy accrual W(IU!d be 38_4 lakh tonnes. 

The levy accroal wouldha.e been' 1.2 lakh tonDes, had. thi: levy obligation 
remained al 40"A. AJ s111:h, the Government would get reduced quantity 
of IC")' sugar lo the tune of 12.8 lakh tonnes due lo .aid l'Cduction in levy 

obligation. The deficit in the levy requirement in the past has been inet 

e1ther by taking loan or making pmchase from sugar mdllstry or both. 

Therefore. the defic1\, if any. occllrring 1n fururc, du: umc shall be met 

in the aforc..,id manner"_ 

2.22 To bridge the gap of levy •ug..- due lo increased demand and increase 

in population, die Government has UllpO!lcd 30% l"''Y for all imported sugar 

When 1bc: Commincc asked what is the target of levy sugar to be recc1•·ed by 

involvmg 30"A. of levy, the Mini1try replies as under:-

''The impooitioa of 30% levy on imported sugar is at par with Ille le•'Y 

obligation on dcMDeltic proclu=i; of sugar. AJ imports of sugar is DP 
Open General Liccn9C (OGL), the quantum of imports cannot be 
estimated. A!J web, no la!pb: for receiving levy on imported sugar could 

be filled " 
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2.23 There II sitlLlllion of glut and ~ of sugar in the COUPlry for 

•-al yean. When the Committee asked whether Government have pro~ed 

to make any lhon-term/lcng.ierm policy to make the country self-reliant on Sligar 

for all lhe time, the Minimy in the wriUcn rqily BUbmincd as \llllkr:-

''The followins table will mdicate the situation of glut/!IClll'Clty of sugar 
in the counlry since 1988-119 <IDWlll'ds: 

(In Lill tonnes) 

s~oo Coryo= """"'00 T~I eoo....- ""'°"' stock in the during the _., - ~ availability 
of .. 

&eaSOJI i.e. 
!st October 

19&8-S9 25.32 87.52 112 84 99.19 0.28 

1989-90 12.6;5 109.89 122 54 102.83 0.35 

1990-91 21. 71 120.47 142-25 107.15 2.07 

1991-92 33.03 134.11 167.14 112.25 5.83 

1992-93 49.06 106.09 115.15 120.05 3.97 

1993-94 3 J_ 13 9&.24 129.37 Ill 29 0.75 

1994-95 21.93 146.43 1611.36 119.74 0.41 

1995-96 54.95 16429 219.37 131.72 8.87 

1996-97 79.07 129.05 20&.12 136.75 5.36 

1997-98 66 OI 128.44 194.45 i39.7S 0.97 

1998-99 53.70 155.20 201.90 141.45 0.22 

It may be llCICll from the above that thn WU shortage of rugsr in dw 

Wllllb)' durillg 1989-90 due IO low prodootion in tho preceding year i.e. 
1988-$9 iwulling in lowcany .......... llOCb with lheNIUlt 11-=Govemmcnt 
had to import the qar. The shortage of aupr in the eountry uww o:d 
again daring J99J-~ due IO fall in prod•ultjm in the two~ 

SCllllDlll, naincly, 1992-93 and 1993-94. The GovernlDcn1, them'~ 
allowed import of susu Wider Open General Lk>eme (OGL) with zero, 



'" 
import duty_ The sugar production, thereafter hruJ impt<>ved conside .... bly. 

The cyclical lloctllation in the producu011 has been narrowed down S>nce 
1993-94_ The production of sugar rcachcd m thc country at an all time 
high level of !6429 lakh Mts dtmng 1996-97 and 12S.44 Jakh M1's 
dunng 1997-9S_ In spite of some fa.II. m production, due to larp,e carry 
over stocks of the previOllS year, there has oot been any shortage of sugar 
in the coun1ry_ 1lie production of sugar has again taken a rising trend. 
Duong 1998-99 the sugar production touched a ]C\'e] of 155 20 Jill 
MTs As per the e•timates made on the basis oflhe information rcccived 
from various State Governments the sugar production during the current 
season which was ::arlier eslimatll<I at 160 !akh tonnes is hkc!y to exceed 
that !eve! and may touch above 165 lakh tonnes as agairut the domestic 
requll'CDICill of 147.21 lakh tonnes." 

2.24 The Committtt note that the Govt. has rednced the levy obligation 
or mills from 40% to 30% w.e.f. 1.1.2000 and lite j)<)pulationbuis ofl99J 
for allocation of sugar under PDS has been •hifted to the projected 
population on 1.3.1999 "'""/. 1.3.2000. On this projected popolation leaving 
llllide the income tu assesses, the annual requi....,mcnt of PDS sugar will be 
48.85 lakh tonne while the efftttive levy 1ug1r proc11.n:meot Mii be only to 
the tune of38.4 lakh tonr>e11. Thus there will be • gap of 10.45 lllkh tonne of 
levy •ugar. Thoogb the Govt. bu impo.00 30% levy on all imported 1ngar, 
it has not fiud any target of coll«tion of levy procured from imported 
su11r. If the Govt. pnic1re les1 than 10,45 lakh tonne of sugar from 
imponer1, lbe remaioingqu.u.tity would have to be managed through loan 
or purchue from s111t1r '•adustry, but in the case ofpun:hase, it will further 
increase the 1u1!9r soluidy bill. The Committee, therefore, recommend 
th1t the shortfall in dome1tic levy 1ugar be compensated from the levy on 
imported sugar and in c111e of furtiu,r gap, the shortfall should be fulfilled 
from loan from the indutry. The Commitee would also like to know the 
manner in which the Govt. ;, thinkin11 to implement the n:1:ommendation1 
of Mahajan Committee in 1 phased manner u hill been auured on the 
floor of both Houses. 

l.25 The Committee is .,.are that the purpoRlobject of llIY scheme 
is defeated by impkmentiag apcies and the 1111cnpulou element oftlie 
""eicty enjoyo the: beDelit by mUUlug the loopbolc1 of lb< pruvisiuoll 
guidelines. Even ia the ide!ltlfication of below poverty lille people, it hu 
becll observed that ll IG!lle placn genuine people t11ive been deprived the 
benefit while thOJe who an: UDClltitled are cojoyiag ttc benefit at the cost 

-



of poor. The Com.mitk:e, tben:fon:, deairc that .,.bile eKcloding tRe illcomc 

tax auesseo, no gen.DH: persom be acloded and oo UDelltitled ~""" 

remain OJI the lillt. 

(ill) National Imtitute ofSapr Cane ud Sugar 'leclulology, Mao 

2.26 The Govenunoot of India decjdM to eslablish the Nalional lllstitute of 

Sugarcane and Sugar Technology at Mawllllh BhanjlUl(U.P.) in lhc year 1993· 

94 with a view to improving the 5UPfC8DC cultnation and cffii:iea;y of the 

f&Ctories wnridng m lhe backwud areas of Eastem Uttm' Pnldesh and Bihar. 

2.27 The Plan allocati<lll m BE & RE (1993·99), BE & RE (1999-2000) 

and BE (2000-2001) forthi• institute are as undco-:-

(la°""") ... '~~ !9118-99 19119-1000 
, __ ,_ 

~ " u " u '"' 
~ - ·~ - , __ 

"" 
'~ '·" '·" '·· ••• 6.0J '·· -· '" '" 1_7! 3.)5 4.15 

·- " u 

l9llJ.1999 '·" 4.62 

!'>99-:!000 7_7, •.18 

1000-lOOl •• 
2.211 When the Committee desired to know about the reason for \eo.s 

expenditure, the Minostr)' ill ill written reply submilled as below: 

~Less utilillation of funds can be aaribut..:I. mainly to UOlloQ<IO'pleti°'- of 

C0111tructim work at Mau. As a re&ull the Administrative Block, Main 

Office Building and other nor.:essmy infrastrum= i& not complete. Staff 

has not therefore been fully r=uited. Also, mocliini7y and cquipme111 

could not be purchucddue lo --<:tllllplction of~ facilities. 
Thu; has rc11ultcd in --utilisation of fimds under the hc&d "Salarieo~' 

"M~ ond Equipment" and olher beads of appropriation." 



n 

2 29 When the Committee de•ired to know about the repercussion of less 
uuhsation of fund for NISSF, Mau, the representatives ofMinislfy submitted as 
uiili-

·'Basically, the lapse of funds has taken place in the case of Natonal 
lnsl!tute of Sugar and Sugar Technology_ This 1s a new iruilitute. which 
w"" taken up in 1993. As far as the new institute is concemcd, in 1996, 
!~W89 a re-thidkingas to whether we should proceed with this iastitutc 
because th- is already an imtitute at Kanpur. They wwe thinking 
whether to go ahead with the institute or aot Then, a Cwmnittcc was 
consutu!Cd. They asked us why we ue going ahead with this parti«dar 
instituto and whether it was necessary ornot. So, ihn'e was a delay in the 
particular }'ear. No works wen: sanctioned during 1997-98. Only later, 
(he Government had taken a final decision tu go ahead with !he execution 
of this pm1icular project That '" why, dti.s project was suffering very 
severely from year to year. I have got some figures about this instilulc. A 
budget provision of Rs. 7.03 cmn: was made in the year 199S-96. The 
a.:tual expenditure was Rs. 9 lakh in lhatyear, that is, !99!1-96, in 1996-
97, we had a budget provisKlll of Rs. 8 crore. The revised estimate was 
Rs 4.88 crore 11>e ..,.rua] CApc.tditucc ,..,. Rs. 1.43 cm«;. In 1991-99, 
we had a budget provisi<m of Rs. S.97 cmn:. The revised estimate was 
Rs 3 9' erore. The actual expenditure so far was RJ. 2.SS cnR. In 
1999-2000. as you aware, Rs. 5.71Jcroreill thebudgc:tprovUion. Rs. 3.3 
crore is the revised estimate. The llCt1tl.l expenditure was Rs. 2.2S acre. 
There has been a 011bstantial delay m the construction of dris partioolar 
project". 

2 30 When Ile Committee asked the Miniltly for funds allocated ill the 
preVJoos ye""' lo NS! and Nl$$T could not be compli:tely utili7.ed b=wie of 
slow progress ill construction work by CPWD, what Jleps ~ bi=. Qbn by 
the Ministry lo eqiedite constniclion work by CPWD and what wen: the 
achicvcmcnl themof WhothM tJm matter was takeot up at the level of Secretary 
and Minister wtth the Ministry of Urban Development, the Ministry furnished 
as Wlder:-

''The majorporti(Blofthe funds allocaled f~ consll\letion work in which 
CPWD io involved is in IWpCCl of lhc NISST. Tho NISST, Mau waa 
commenced in the financial year 1993-94. Initially, the NISST was 
conceptualized mid plumccl tO function u an insti-.providing training 
and extension work in the field of sugarcane &: sugar !«.lmology and 



" 
sugar engmec:ring. This phase of activity m respect ofNISST is known 
as the I st phase. In October, 1996, in a meeting of all FAs, address()({ by 
the Finance Minisla", the Hon'ble Minisler d!llircd that the Project NISST 
be reviewM and .teps betaken to dispose of buildings constructOO. aheady 
5uitllbly, if there was nojustifLCation for locatmg a new Institute at Mau. 
The mnucr was referred to the Ministry of Finmwc who re-iterated the 
desire expressed by the MnusteJ earlier and =mme:nded winding up of 
the project Consequently, furtheroonstruclion activity at Mau was •topped 
in April 1997. However, later, the MmilllryofFinancewas againroqucsred 
to J'CVICW its decision of winding up NISST, which WU a.oceded to and in 
May, 1997, ll was docidod that the project be allowed to continue and 
work was re-""'1tt:d_ 

In 1998, it was c!C<'ided that NISST should operate as an Institute of 
teaching leading to Post Graduate Degrees in the liclds cmmected with 
Sugarcane & Sugar Technology etc as distinct from NSI, Kanpur, which 
trained students leading to Diploma of ANSI. It was, therefore decided 
to include Post Gniduate teaching courses in Sugart:ane Technology, Sugar 
Technology, Sugar Engineering and Industrial Fermentation in the 
activities of the Institute_ A Standing Firumce Committee meeting was 
held for this purpose and the prnject for inclusion of teaching courses 
was approved in August, 1993_ This formed the 2nd phase Qfthe project, 
which envisaged building of additional acadetqic b!ocl<s, laboratories, 
hostel rooms and other infrastructural facililles for the studcnlll A target 
of three years was set up for completion of the second phase Additional 
staff also was approved to 1llCICt the teaching needs of the Institute apart 
from rcscarcil and extension activities. Wwk on tlus projecl was started 
during tho llnanc•al y~ 1998-99 

With a view to effectively monitoring and expediting, construction 
activities at Mau, a number of review meetings at the Joint Secretary 
level aru:l on one occa•ion at the Level of S«:retary of this Department, 
wtlb the Chief Engineers of the CPWD have been held both at Delhi and 
at Mau. The la.!! such meetrng was held on 6th October, 1999 under the 
Chairperso:nship of JS (CoordinallOn). As a result of this all works 
connected with the ls\ phase of the projr:d have been completed, except 
minorele<:tne.al work, imlallation of fire-fighting arrangen>eM'l, li;velhng 
and paving of road& at 110111e places imidc the ClllilpWl and illl'••ll•tion of 
lifi Installation of hft was approved in 1998 and work on dri5 has 
commenced. As far as the seoond phase of the works is ooncemcd, civil 



work com>llCled. with the followiiig have b-. oompleted as indicated. 
Hostel- 7ll%; Acndemic bloek---6()% and Additional Residential 
Quarters-80o/o, Eleclrical work, which is oormally take:n up .&o- the 
civil works 1s complete., has been completed to thc extent of 2ll"/o. The: 
state of progress of thc works by CPWD bu been taken up with the 
Director General, CPWD at the Jomt Secretary level from !has Miruotry 
on 10.01.2000. 

The nexlmeetmg IS to be held at the level of Secretary of the Department 
in April, 200()" 

2 31 When the members of the Committee expressed their resentment 
towards the slow progress of construction work by CPWD and also what steps 
were t.akc to augment the work, Secretary (Sugar and Edible Olis) deposed 
before the C'-Ol"mi!f« as ltlldcr:-

"We are having a regular coordination meeting with the CPWD on a 
quarterly basis at tM level of Joint Secretary. Now, we do not know what 
is the local problcm with the CPWD. I have con~ened a meeting later m 
the month with the DG, CPWD and my counterpart in the Ministry of 
Urban Development so that we do not have fw1her delays. 

Sir, with due respect, I want to say that this is my project and I am fully 
responsible for it The CPWD has not done it However, it is my 
responsibility to get itdooc. I fuiyOMI my responsibility. l .n not claiming 
any quarters from you We are coordinating at oor kvel. Please do not 
think that I am trying to shift the blame. Government is one entity. When 
I am before you, I fully take the responsibility. Ar. decided by lhe 
Committee, we will complete this project by Jwic, 2001 and...., will oc>e 
that tins Institute starts functioning and ac:hieve the objectives for which 
1\ was set up" 

2.32 The Committee are DOI at all utDficd wilb tllc progni:11 of 
~on1tructioa work in NISST, MAU. Finl of .it, tbl! W&:f tbU very pmjcct 
was deah 11 the Mini1try Je..cl, 1bowl a lot Dfpoor plaaaln& ud lllddutn: 
attit111h: of tontemcd officersldcpartmcall. At OllC time, it 11'111 decided to 
wind up the pmjett and dispose offtllc baildillp already conrtn>dcd,la&a" 
on it wu dttided to continue the project. Th1111gil Ille Gnvermne:at hu 
tonrtituted a monitoring Committee M Millirtry level •eadcd by Joint 
Setni:lary, no effective n1:1ult seems to have been atllieved. Tbe Committee: 



" 
feel '!ritb grut collffi'll u IO 1l'by the llllUel' wu not Uken up witil the 

Ministry of Urban Development i• tht rigbt eamelt. Further, tile reason 

jl1rtforth by the Minilltry f8r the ll(IW progre11 of the eo-utrudioa work 

11t<h Ill dr!ay in funiliihlg nrimldn, vttting •pestintate!, i1nie of suction 

letter are not at all eonvin<ing u these pn:><edaral delay could have been 

avoido:J by effective monitoriac. '111e CommittH, tKrefon:, 1tro11~y 

n::commend that tlie matter lhould be taku up wi1ll tht Milliltry ofUrban 

dcvdopmu.t M the llligltesl ~d to ensure tltat the project is completed 

within tbetu.m:nt r .. lllldlllyear: FUrtller, die Minirtl'J' should allo eumine 

the n:uoo1 for delay in Vlri11111 construction activitia talreu up by the 

Ministry and respuDliblllty Uollld be find 1111 erriDg oflieiak for delay. 

Steps taken a11d progn:n achieved should be co111manieated to the 

Commituc within tkrtt months. 

(iv) Sick Sugar Milhl 

2 33 Abolll 38 private/public sugar mills are sick and 78 cooperatives 

mills have their net worth negati~ Whell the Committee enquired of what arc 

the plans of Government to lllilke thcsc Wllll vi•blc,...., Miru$1ry •n their written 

rqily submitted as under-

· 'The closurels1ckl'lc:"' of •11gar wuts 10 the country could be due tr> vanety 

of foctors such ai; 1nadequa1e cane availabihty, uneoonorn>eal size old 

age_ bad oor.diuon of plant and machin~. techn1cal and managerial 

incompchmcc. exccssi\e high Cill.IC pnce not commensurate ,,.;\)I sales 

realization and various olhcr factors 

The sugar units in lhe country ore Vol'ped 1n three •ec!Ors nnmely, Pub he, 

P1 n ate ..,,cl Coop...-•t;,.., The sick <uga' nn11' bclol\Jllng to pnvare and 

Public Sectors are covered under the prov1s1ons of the Sick lndusu-1al 

Companii:s (Special Prov1•ion) Act, 198~ (SICA) The sick sugar mills 

under Public and Private Sector are ~uired to make reference to the 

Board for Industrial and Financial Rcconstrucuon (B!FR) for 

determination of su;kness_ The mam objective of the Act '" to determine 

sickness and expedite re'''al of \1ablc WPIS or closure of unviable units_ 



" 
The c:nleria to dotenn1n0 1iclcnc::as under SICA for Public aOO Private 
companies are as under.-

(i) Accwnulated losses shotdd be: equal to or more dwt Ibo net worth 
(paid up capital plus free~)-

(i1) The 1nduslri1I COlllJllllY 1h00ild bvc eomplc:tcd five years after 
1noorporation. 

(tu) lhe company •hould have employed no1 less lhan 50 1ndwilrial 
"mei:s dwing the prccedi112 L 2 months. 

According to SectlOll 15 of SICA, where public/private oompany has 
bcconlll sick, rhe Board ofDi=ton oflhc company shall within 60 diiys 
from the: date of finah.ation of audited ilOCOlllllS of the company has 
become sick, make a reference lo the BJFR The BO¥d on preliminary 
enquiry reg1•\ers such reference and enquiry i• conducted. 

The sick comparues registered with lhe Board arc dealt wilh in acconlance 
with the provis10JI$ SICA and wherever fea.s1ble, rehabihtauon schemes 
sanctioned by BIFR include various measures !il:c restructuring the 
capital, induction of fresh fWlds by the pmmoters, ~ with ocher 
compaiue., change of man88""'Ctll. PfOv11K111 for working capital and 
term loans by bonb md finmcial uisurutions_ As on 3112.1999, 42 
sugar mills cases were registered with the Board under the provisions <>f 
SICA. State-wile details illld year of rq1stra!L0n wLLh BIFR 11 placed at 
Annexure-!IL Out of 42 cases 4 mills were registered twice 11 different 
pomt of tune. In view of that actually 31 mills were rq;istcrod \v1th BIFR 
The state-wise details are plai;ed at Anncxurc-ll and the stah:.s of ca•cs 
registered "'th BIFR is as under: 

' Rehabilitation scheme oanctioned • 
' Reference for declaring the company tick 

di•missed as llOfl-m.aintainable • 
' Dr.!ft R'°""'hilitati"" SoMtne circulated ' 4. winding up f'CCl!llllllCDd 6 

' UndeJ WQUir)' ' 6. Declared no longer sick 6 w 



2.34 ln~2B1Up"millshavcncgotivenctwo1h. In Utar Pradesh 

IS sugar !Riiis are 1qntod sick 20 mills have their net worth negative. The 

same S11uation prevails inotherpmrts ofthec;ouatry. When the Comnutteedesncd 

lo know what""' the delay in report ofBIFR. the representatives of Ministry 

s\lbmitted bcfurc the Conunillee u under:-

"AF. far as the issue concem!l to Bihar, STM has been told thst he should 

study lhcse mills. STM has s1Ddied two-lhree mills, it was necesmy, the 

$llUdllriJw: worii:Wl'S to be done by 111111:: <iovClllml:lll We had also written 

bul State Government did not took any solid stc:p. That is why no action 

could take: place: Whatever cases come in BIFR either of Private Sectors 

mills or Pubkc Sector Mills, butthereoponsibility is of' State Government. 

In Mahar"5htra, a Committee has oonstitutod under Chainnaruihip of 

Godbole I have written what are the facts about it Thcn:fore, it wl!l 

stat..d in Mahajan Coinm11tee Report that a Committee should be 

constituted under the Chainnaoship ofSeerctary(Sugar and Edible Oils), 

NABARD will also be a member It has been mentioned what help can 

be from SDF in this reprd_ Whel'I this Committee will come into action, 

the Bihar, U.P. and Maharashtra cane have its benefit." 

2 35 The Ministry further in their post ~"'!'lies haw stated as --
"The men:nces Rf,istcr"'1 with the BIFR are processed in acoardance 

with provisiDOS of SICA. In the first instance the cue registered with 

BIFR is ~ whether !he oompany registered with BIFR is as per 

the provisions of SICA and fulfils all the OOJ>ditions as prescribed m 

SICA or not. If the BIFR foehi tha1 the company does not fulfil the 

provisions of SICA, the BlFR plllliCIL the order Iha\ the oompany is 

declared --Jnlintainlble md out of Ibo purview ofBIFR 

In ca3N wbcrc: a rehahilitauon scheme is not feasible and BIFR llfteo" 

makins inquicy umlerSoction 16 and aftsci:msidc:ntimofall tbord-1 

fadl mod cll'CUlllStani:e• and llfteo" si.vin& an opportunity ofhcing heard to 

all COllCemed partios, i• of opinion that it is just &nd oquitabk: lhat the 

sick industrial cooipaoy should he wound up. it may record IDli fOl'W&rd 

ils opinion to the conccrnOO Hi&b Court. 



(ii) The cooperative sugarmilb areoot coveml by SICA. They fall under 
the Cooperative Societies Act of rcopectivestates. The StateGovcmmenls 

are expected to prepare suitable rehabilitation scheme fut IM rrnval of 

siclr. cooperative sugar mills with or without the participation of the 
financial institutions including National Cooperative Development 

Cruporation (NCDC). 

As per the information provided by the National Bank for Agricultur¢ 

and Rmal Development (NABARD) u on 31.3.1998 oat of244 number 
of sugar mills under cooperative 5eetor. 78 mills were having negative 

net worth. The state-wise detaibi is as follows;-

s~ 

Msharuhtra 

GuJarat 
Andhra Pradesh 

Haryana 

""''"' Uttar Pradesh 

TmnilNadu 

""""""' 
T°"' 

Number of Mills 

116 

10 

IS 

10 

IS 

" 16 

IS 

244 

Number of Mill• with 
negative Net-worth 

28 

' 
' 2 

' 20 

10 

78" 

2 36 When the Committee ""ked whether it is true that the: Sugs Toclmology 

Mission hall pepmed a proJCOCt report with respect to close ougar mills in Bihar 

and there wu a discusoion between Scmtary {Sugar and Edible Oih), Govt of 

India and the Secretary {Sugarcane) Bihar Govt. on 26.011.1998 and that thc:rc 

is no progress even after two yean 1D rrnve these mills, thc: Ministry in their 

post evidence n:ply mlcd .. under:-

"An expert team was constituled in tho Supr Tocbnology Mission IO 

take up tbe survey of 1bc Goraul and Motipuri UPits of lhe Bihar State 

Sugar Ccrporation Linrited fur cxpl<ria& 1hc pDS sibilities of their smvivaJ_ 
The ei<pert team submitted ill report in Oetcbcr-November, 1997. Since 



" 
!he ~ pertained 10 the unilS belonging to the Bihar State 

Sugar Corporation Limited, a State Government Undertaking, the 

Government of Bihm- VJde lener dated 19. l 2. 97 was requested 10 

communicate their view• on the suggestions made by the Sugar 

Technology Mission. 

2_ The matter was discussed on 26.06.1998 in the Chambers of the then 
Secretary (S&EO) with SJui Milhilc&h Kumar,~ (Sugarcane), 

Govt. ofBihar in theprcscnceofDinlctor(STM)- In the~ a definite 

time schedule for taking action was decided as under;~ 

(i) in rc•pect of Motipur factory, lhe Director, STM will immediately 

give a report to government indicating that a separate company would 

have to be set up by !uving off this Unit fl'OIXI Bihar Stare Sugar 

Corporation M.D., Bih..- State Sugar Corporation will moct Director, 

STM oo s. 7 1998 when the MWloraMum and Articles of Associations 

can be diSCllSsed with a Chartered Accountant. 

(ii) In respect of Gorau1 Unit, Director, STM will atr8118'1 to have the 

scrap machineries of the unit valocd. Thi• wcrk would be coorpleted 

by I~ 07.1998. Director, STM, will, therefore, fra!llc: 11t1 Bdvertigcmmt 

invitingentreireneun for takeGVerofthifi unit 'SubscqU121tly, Di=t...-, 

STM will report to government that this unit needs to be hived off 

frcm the Bihar State Sugar Corporation and incorporated as a separate 

entity. The Manorandum andArticlel of Associations oftbi& company 
mil also be dtscussed by M.D., Bih111 State Sugar Coipmation on 

8 7 1998 alongwithawt=dAcooun1anttofomwlatethesppupnate 

dnll 

3_ The above decisions were dulyOOlllQl\lnicate to the Government of 

Bihar vid<l lctter dated I_ 7.98. In addition on 29.6.1998 the Departm<:nt 

of Sugar & &lib le Oilii wrote to !he Bihar GovelJllDClli, wherem, 1nler 

a/10 it was suggested that while it may DOI. be possible for Bihar State 

S\lglll" Corporalim in iu i:ntirely to be 1akea up to revival on. account of 

pending matter in lhe Patna High Court, it wOllid be worth ODDSidcring 

the revival package of the Motlpur Unit of the Coqioration u llP 
independent scheme for which Bih•r Government may con9ider 



&pproiM:hing the High Court. The STM submittod a repmt on 6.S.199S 
Assessment of Value of D1sposa! Assets in respccl of Goraul unit of the 
Bihar State Sugar CorpoTallon L11111ted. 

4 The Slate Go\'emment was duly reminded videiettt:l!l dalai24. 12.1998_ 
On 9_] . l 999, a mooting was held with the SecreWy (Sugarcane) Govt. 
ofB1har by the Secretary, Department ofSugarand Edible Oils II> consider 
fwthcr action by the Bihar Govenuncnt. The BilwrGovernmcnt informed 
that the project reports for the lWO mills i.e. Motipur and Gor.aul were 
still under their examination_ Subsequently, on 16.12.1999 and 
22 12.1999 rontindel!l were also sent to the Bihar Government So far 
the State Government has not intimated the action taken by ;1 on the 
rccotnmendations made by STM in respect of the aforosaid two uruts of 
the Bihar State Sugar Corporation." 

2.37 The Committee note with concern tllat a1 per information 
furni1bed by tbe Ministry, 38 Private/Public S•&U" Milli are sick and 
78 Cooperative Mills have their net-worth negative. However, notlli:ag 
concrete Sttltl.'I to have been done by the Mi.U.try in maki•& these mill• 
viable. The Committee, therefore, 11rge the Mini1try to make concrete 
and 1incere efforl!i to run the clo1edf1ick ~operative 111pr mill1 in rigllt 
earnest in consultation with the respective State Government. If need be, 
finance may be arruged through SDF, ICICI, IDBI and IFCI. In .cue the 
Government finds it difficuh t& finanre closed/1ick /Public sector 111pr 
mills, they may think 111 turn toward a privatization of these mills. Special 
effort1 1ho1ld be made in the 1tates ofU.P., Bihar, Tanillnadu, Maharabtra 
where closed/1ick sugar milil are more in number. 

(v) lmp11rt ofSngar 

2.38 lmp<rt of sugar, which was placed uMer Open General Licence (OGL) 
with =o duty, in March 1994 contrnucd with zero chity up to 27.4.199&. 
Go-vcmment imposed a basie eus1tnm duty of S% and a countervailing duty of 
R.._ 851J ()() per IOIU\e OD imported sugar with effect from 28_4_1998 The basic 
custom duty was increased from 5% to 2()% w c.f I 4. 1.1999 in addition to the 
~ailing duty. Jn tho Union Bud¢ for the year !999-21JOOdutyon i.mported 
sug11r was further increased from 21l% to 25% with sun:harze of 10"/o. The 
custnms duty on imports of sugar was again increased to 40% OD 30.12.99 and 
60o/o on 9 2.2001J along with continuance of countervailing duty of IU. 850/. 



per ~ The i.mponas of sugar arc rcqwrcd to register their import contracts 
with tho Agricultural Processed foods Export Developm<:ntAulhonty (APEDA)_ 

2.39 When !be Committee desired to know about !be quantity of IU88J 
1111ported in India dwing L 999-2000 from dilferent ooon11y and the impact "" 
import dllC to increase m import duty from 40"/. to 60%, the Ministry in their 
mitten reply, sulomrtled u under:-

''As per lhem.ta I-data publisl...i by DGCJS-Calcutta dwing financial 
year 1999-2000 (upto November, 1999), a quantity ofS,84,024 MTo (or 
8_84 lakh tonnes) has been imported. TheC01111try-wi5e break-up 11 given 
in below in 'Statement-A'. 

As ~ !be impact of increasing !he import duty on sugar from 40o/o 
to 60%, it may be menboned that aficr lhC. increase in import duty w.e.f_ 
9.2.2000, a dec!m1ng trend has been nobced in registration of import 
oontracts by lhe importcn; wilh APEDA and during !he wce1r. endmg 
3.3.2000 APEDA has reported NIL registration Further, u pet the 
illformatinn collected from vanous ports/AmritHr Customll, lhe arrival 
of miportld-sugar which WU 63,032.~ MTS (P) durilig !M munlh of 
January, 2000 has declined to 34,084_0 (P) Mts duriq die month of 
February, 2000. 

Country-wise import of sugar duri"lf the jinQllcial Jlt!Or 1999-2000 
(llpft>Nowmhe'. 1999) os 1¥' DGCJS. Calcutta 

S_No. N111Deof.-n1ty Quanlity(in MTs) 

2 3 

I. . .,.., 337007 

2. c ..... " 
3 . ChinaPRP 129632 

4. .._ ,., 
' F~ 6970 



2 3 

'· °""""" FlU' '" 2. """""" '" • Korea RP 27400 

' Meitico 21727 

10. Nepal " IL Pakistan 56955 
12. ""'""" 10<>2 

13 ...,,,,,... "" 
M. ""'"" 206576 

15. U_ Arab Emts_ 74469 

10. U.K. "" 12. Ula ... 2149 

I•. U.S.A. 1659 

Tola! 884024 

2.40 When the Committee expressed concern ovec the volume of import of 
1ugar during the last several years, the Secretaiy (S&EO) during oral evidence 
before the Conunittee de!JOSed as under:~ 

"A• far as import is concemod, since we are movuig towards WTO, it i1 
not possible to have quantitative restriction on imports. So, last year we 
i~sed the duty. Today it is at 60%. W... cumot have a quantitative 
restriction Sugar and other cammodities will nwessarily be:: undc:r the 
OGL. But al the sune time, we have oenain leeway in cite niatter of 
es&ential commodities and aariCllltllral CCll'Qlllodrties lo have a much highor 
Wty In fact, our bound rate of tariff at WTO is ISO in re8pCEI of sugar. 
But in the Budget, the Hon'blc Finance Minister has kepi a band upto 
I 00"/o_ Th= is glut of sugar in the international market. Brazil iscmying 
a huge stcx:k of sugar. EW"CJP"D. sugar 11 COSiiy. Australian and Brazil 
are opposing EW'Ope extensively pushing ~ throogb huge subsidy 
because of fall in the international pnccs over the last Wee years from 
the le>-el of 400 dollars pert~ to 170 dollars per IODDC Brull was 



shipping its sugar totally subsidWng the OOll. Simtlarly, Pakistu 
iwbKidizeo export mboq>ica:un and susbsidized 118 sugar factoriel and 
sent sugar across. Sir, since it is under lhe OOL. noithcr the Camm=c 
Minista 11C11: our Mwsuy can help it. So, the only instnuncnt available 
fur m tu con1rol is through import duty on sugar, and !be Government 
has taken a decision that they will keep track of the illternational prices 
of sugar_ From the inbmiational pril:eS of sugar, giw:n the preaent Band 
of duty, we know what is the likely hmded cost of sugar, whether that 
landed cost will create problems for thc domestic: IOClor, etc. In fa<:t, we 
are reviewing it on a weekly basis in lhe High PoweRld Prioe Manib;lring 

""'"' 
Our main ide.. is to sec: that the domcsfu: industry also does not overcharge 

from the C<,ll1$111De1". 

2.41 When the Committee desired to know the reasons for such a Q 
imports of sugar, and what the stepS have beeot taken by the Govcmmcnt tu 
ralllCe the import of sugar whedter Minisuy of Commerce been coosulted, the 
Minisuy in pcxsl evidence reply staled as under:-

"During the year 1999-2000, sugar has been imported by the private 
traders ID!der the Open General Licence (OGL) from various countric.g 
Aii per the latest available informab.on the sugar has been imported by 
the private traders from Brazil, China PRP, Thailand, Pakistan and United 
Arab Emirates (UAE) elC. The C.l.F cost of sugar &om the above ~ 
COlllllr1CI is as under:-

Brazil 

China PRP 

Thailand 

Pakistan 

U. Arab Emirates 

Unit C.l.F. price 
(ill Rs.!Kg) 

9.54 

10.68 

9.90 

9.67 

I I_~ 1 

The: countervailing duty (CVD) and the customs duty arc levied over the 
C.LF. cost. 



2 The impO<t or sugar is under OGL It may be stated that due to glut or 

sugar m the global market and a v.:ry sh"'P decline in lhe international price of 
sugar, imports were viable and resorted by the trade 

J_ At the time of increase in the custom duty on imported sugar, Mirustry of 
Commerce was consulted as. 

4 The G0vcrnment, in order to check lhe large sulc import of sugar, has 

taken the following steps. -

(1) Customs dul)- on import of sugar was raised to 5% alongwith 

imposit1un of countcrvaihng dul)' (CVD) of Rs. 850 per MT on 
zg_ 04 98 Ths conlinLICd till 13- l -1999_ Dn 14.1.1999, the Central 

Go,·crnment increased the customs duty on import of sugar from 5% 
to 20°/o alongwith continuance of CVD of Rs_ SSO per MT. This 
cootinucd I.Ill 27 2 1999 On 28.2 !999, theGovcmment changed the 

customs du!} rate structure and lhc customs duty Oii 1mp0<1 of sugar 
,,.as w.ised to 25°/o along with swcltargeof 10-/o i.e. effective customs 

dutyof27 So/o ThcCVDofRs_ 850pcrMTamtinued On30_J2.1999 
the Custom duty ,,·as ra15cd to 40"/o. With effect from 9-2-2000, the 

customs dul)' on irnpor1 of sugar was furU>cr increased to 60% 
along with conllnuance ofCVD of Rs. S50 per MT. 

(11) Govermnc:nthasissued S"8af(O:introl)~Order, J999dated 

J41h June, 1999, thereby amending the Sugar(Control) Order, 1966, 
so as to bnng unponer:s of sugar wi1h1n the purview oflhe slUd order 

and have introduced the release mechanism on imported sugar. Under 
the relaase rnocharusm, all impor1ers of 1ugar are required to sell their 

stocks of tmported sugar against the monthly release orders iltsued by 
!he Directorate of Sugar. 

(ui) Go,·emmcn! has also entJlO"'ered itself to impose lhc levy obligation 
on tmponed sugar whcrcunder 30"/o of imported sugar may be procured 

as~· sugar" 

l.42 The Committee have been informed that a qunthy of 884024 
MT! of 1JDgar hu been Imported in the country. Due to glut in the global 
market and a very $harp decline in tbc international price of 1upr, the 
Govt. of Brazil, China, Thailud and Pakillan etc. are providing the huge 



subsidy oa their sugar to ckar off their ClltC5! stock and suye the interest 
of their domeotie 1ngsr i•duotry. The total availability of •ogar do ring 
1998-99- 208.8.90 lakh tonnes including the c2rrying over <tntk nfM. 711 
lakb tonnes, while the internal con1umption was only 141.45 lakh tonne•. 
In SllCh a situation the dome!ltic Industry ii finding it difficult lo •ell their 
stock. Though Govt. have inereJHled the custom duty from 40% to 611°,\. 
w.e.f. 9.l.2000, a lot n>qUires to be done at this front. The Committee, 
therefore, re.:ommend that f'.ovt. 1hould make all oot cffnrt< to get the 
stock of augar mills clean:d and import be only allowed to the extent it 
maint.ai111 the reasonable price ltvel thronghoot the country and this 
cna.11.try shoaJd not be made a dumpint ground for chenp qoality of 
1ablli.dized augu wbirh is nnt fit for healtb of domestic sugar industry. 

(Yi) Cane Price Arrear 

2.43 Th Statutory Minimum Price (SMP) of sugBJCane for 1996.97 season 
was fi><ed at Rs. 43.90 per quintal luili>d to a basic rocovery of 8 5% StatulOI)-' 
Minimum Price of Rs. 48 45 and 52.70 per quintal was aMounced for the 
SCISOll 1997-98 and 1998-99 respeW.vl:ly. Th Statutory M1n11num Price of 
sugarcamc payable by sugar factories fur the year 1999-200!1 sugar season has 
been fixod at It!. 5610 per quintal, linked to basie recovery of S.5% subject to a 
premium of Rs. 0.66 for every 0.1%increasc in the l'CCMIC1)' above the level 
The full cane price IS not paid in time which re:sullll into arrem; 

2.44 When the Committee asked about the State-msc pcre<:ntagc of cane 
pnce amars alongwilh the arrears in 1999·2000. the representatives ofMtntstry 
stated as under·-

~1999-2000, lhc cane price payable is It!. 4487.34 crore; cane pnce 
puid i• Rs 3457.96 crore; the balance to be puid is fu1. 1029.38 crorc; 
to, the peroentage of amars in22.94. About 78 percent has a ready been 
paid If you compare it m the preceding four years, the figures are like 
this. In 19911-99, the percentage as on !~th February is 21.3; for 
1997-98. lt is 19.8 and for 1996-97, it is 84.1. The current year's 
peteenlaje of cane price arrears of 22 94 is almo!<! "1 par with what was 
in lhc ear1;.,. years. But it is better than 1996-97. 

Sir, !here are 6-7 major staWS m which 342.62 cn)Il: is ofUttar Pradesh 
i.e. 23.52%, similar situation is in other staWS. If we see sector-wise 
Public sector has 41.81%, ~ves has 19.23% and private sector 



bas 23.8%_ That is about 23.52 percent. In the case of Maharashtra, it ia 
about Rs. 128_ J 5 crore, the percentage being 23.S2, in the case of Andhra 
Pradesh, the mears is Rs. 122.0 I crore, the percentage being 37.7; in 
the case ofKamataka arre¥S is Rs. ll8.59 crorc and the percentage LS 
39.05, in thc case of Tamil Nudu, the""""" is Rli. 93.33 awe and the 
percentage is 32. 76, in the case of Haryana, it ii; Rll. 7 ,069 cmcc and the 
percentage 1s 26.9; m the case of Bihar, it ia Rs. ~2.72 erore and the 
percentage is 45.57". 

2.45 The Cane Price arrears remain oullltandmgfor several years. Though 
there is provisimt in sugarcane (Control) order 1996 for imP""itimt of IS% p.a. 
mtereit on the d..es, if it is not paid within 14 dsys, the provislOll is seldom 
invoked. In this contei<t when the Committee asked what steps have been taken 
by the Government for payment a cane price am:an and whether 1~% p a. has 
been recovered from any sugar m1l!s, the Mirustry furmshcd as Ill\&:=":-

"The responsibility of ensuring timely paymenlS of cane price dues lies 
with the State Governments winch have the necessary pmw:n under the 
Sugarcane (Cmttrol Order) and field organisations to enforce such 
payments_ The Caitral Govei;Junent, is however, fully awaie of the clllle 
price arrears and is therefore, keeping a close watch on the eane price 
dues of the sugar factoriei; to ensure that they ..e cleu-ed expeditiously. 
For the purpose, from time to time coonmmicntions have gone to the 
concerned State Govemmenls at various levels including those from 
Minister of Consumer Affair& and Public Dillribution to ChiefMinister 
of the oftbe major sugar producing states on 20.12.1999 and 31.1.2000. 

In addition, Oil llS part the C.entral Government had takaL lhe following 
remedial measures to improve the fmancial ""1lh of the ilomeoric sugar 
mdustJy with a view to enabling ii lo reduce the cane pnce UTean' 

(i) Custom5 duty on import of sugar wu railed lo 5% alongwitb 
impo1ition of countervailing duty (CVD) of Rs. 850 per MT on 
2&.4_98. This continued till 13.01.99. On 14.1.1999, the Central 
Government increased the customs duty on import of sugar from 5% 
lo 30% alongwith contuwaooc of CVD of Rs. 850 per MT_ This 
cominucd till 27.2.1999. On 28.2.1999, lhc Govcmmcntchimged the 
cuol<yn• duty rate olnlctun: and the cusWml duty on import of sugar 
WU _.jseo;I lo 2.'1% aioaKwithsurclwpofl0% i_e, offeelivecustoms 



dutyof27 5%. TheCVDofRs_ S~OperMTcontinuod On30 12 1999 
the Custom duty was raised to 40%_ With effect from 9.2.2000, the 
customs duty on import of sugar was further increased to 60o/o 
alongwilh continuance of CVD of Rs_ 850 per MT. 

(ii) The Central Government hll'I also reduced the levy obl•&'tion of 
domestic sugar factories from 40% to 30% with effect from I. J _2000 
with a vteW that the financial position of the sugar factorie.s would 
improve which would enable them to p11ythecaneprice dues promptly. 

(iii) The Central Government has also been punuing a policy of 
encouraging stability and reaeonablc !~I of sugar price in the 
domestic marl<ct thmughjudiciom releases offroc: sale sugar quotas 
to enable the sugar fadorics to clear thecanepnee duos of the fnnncrs_ 

There are diffen:m practices fo!to..-1 by the States in regard to payment 
of cane prices. In Gu,jarat, the cane pnces are paid in instabnoots. In the 
South Guj..-.t Zane, the """" prices arc paid 111 three instalments, fim 
instalment '" paid at the time of crushiPg, se.::ood instalment at the closure 
of the JCaS011 and the tlurd and final inatalmcnt after the end of the 1ugar 
year takini into IK,la,llllll the estimated profit and loss. In the Saurashtra 
region, the cane prices are paid m two instalments, the major amount is 
paid as first instalment at the time etf croshing while the second and final 
insta1mc:nl: is paid after the end of sugar year biking into oons1deratiou. 
the estimalod profit and le>ss. 

In Maharashtra, the cane price is paid in two instalmcntz. The f1n1t 
instalment is paid taking into acx:oont the SMP fixed by the CePtral 
Government, overall availability af the sugarcane, market prices of sugar 
etc The fun instalment to be paid is decJdcd by a Committee headed by 
Olief"MiDistcr. The =cad and final imtalment is paid taking into aa:mmt 
the wurking: resa!IS of the factories after permissible deductions. 

In Uttar Pnldesh, a uniform Slate Advised Price is fixed for payment m 
one instalment after deliveiy Ctf cane. 

In Kanwaka, the sugar factories are generally required to the paid the 
State Advised Prices in one instalment except in the Northem Kamataka 
where the cane prices are paid ex.·field in instalments. 



In Tamil Nad11, the sugar factories are mquired to pay the State Advised 
Prices_ 

Ho,.cvcr, in several States. pnvatc sugar factories have moved the Courts 
and obtained stays against payment of SAP from year to year_ 
Cooperative• and State ol'ned sugar factories, however, have paid the 
SAP 

State Governments have been requested from time to time to indicate 
interest, paid, if any, on acoount of delayed payment of cane price dues 
by sugar facl.Oncs So far, no fac!Oly/Slalc Government has rqx>rtod 

payment af interest to the fanners on account of delayed clearance of 
cane prire dues hc)md lbe stipulated penodas ixm:ribed in the Sugarcane 
(Contrnl) Order, 1966." 

2.46 The Committir:e note that the C1111e Price Arrean for ru sugar 
!ICUOD (1998-99) it Rs. 132SJ.98 lakh 1111d the arrear• outrtandiagfor ru 
year 1997 and ear1ier year is Rs. 18098.68 l1kb. The CBM price p1yabk 
for the year 1999-2000 i• R1. 4487.34 lakb. The position of CIDC price 
ar...,ar in the Stales of Punjab, U.P., Maharuhtr .. Bihar ud Tamilnadn 
i~ worse. Thonitb there is provision or charging IS% p.a. interat on amount 
payable aher 14 days of delivery of1ugarc1111e, this provision ii not being 
invoked and sugar undertaking are using this money for their own pnrpo11e. 
The Central Govt. ill even unaware nf the fact Ill tu whether 1111y sngarmill 
ha• paid the cane arrears tu the farmer• alnngwitb the interest accrued on 
it. In the npinion of the Committee, the collection of data relating to the 
cane price payment is the raponsibility of the Govt. The Cnmmittee, 
therefore, strnngly recommend tbat Central Gnvt. should rnonitnrthe cue 
arrear position effectively iD close coordination with the State Govt:rmnent 
so that cane price arrears are paid to the farmer• in time 1'rith illterert and 
it al1n be ensured that tbe cane arrears are paid to the farmen at the end 
of each sugar season• to obviate accumulation arrean for long. 



I • CHAPTER Ill 

J {A) Directorate ofV1U1aspati Vegetable Oils and Fata 

• 

The Dilcctu:ate ofVanaspali, \/Cgetable Oils md Fall! (DV\IO&F) ts an 
attached office of the Departmc:nl. of Sugai- and Edible Oils under tbe Miruo..ry 
of Consumer Affairs and Public Distribution which is a nodal Department for 
vegetable oils, particularly edible oil&, and is respom1ble for the coordinated 
managemc:nt of vegetable oils parbcularly edible oi! distribution, prices and 
inlernal trade and commerce, vana.spali, vegetable oils, ail eala:s and meals, 
adminislr.tion of indu&tries as also all possible matters relating to these items_ 
A major respontibthr:,- of Directorate of Vanaspati, Vegetable Oils and Fats is 
to 1111sess lite Dawmd-Supply situation of edible oils m the CO\Ullry and lo assist 
the Munstry in IM formulation of Edible Oils Plan, harmonising the interest of 
the oonswnen, farmc:n and producers_ llus Directorate is headed by Ille Chief 
Dirllctor-cwn-Ediblc: Oils Commissioner for India who in tum is !liSisted by 
twC> Diroctan and other olilCCl'S, and Bliists the Ministry in all matters~ 
lo vegetable oils including edible oils. In addition to this, mine Field Officers 
stationed in differatt zonco of the country ha~ been 11SSigncd tb:i JOb cf inspection 
~. 

3.1 ~ DVVO&f perform regulatory, oevclOJllllmltal and ndvisory 
funciiom in l'cspcc:I of all marten relating to >"egetable oils, particularly edible 
rnls and vanaspati The rqulatoJy fuoctiom; are exercised through lhe Orders 
as named below . 

(i) Vegetable Oil Products (Regulation) Onier, 1998-; 

(ii) Edible Oil f'skaging (Regulation) Order, !99S; 

(iii) So!Yelll Extiactal Oil, De-oiled MClll and F.dible r· Jr (Contrnl) Order, 
1967, and 

(iv) Pvl-, Edible Oi19CCds and F.dibk: Oils (Slarage Ccntrol) Order, 1977. 



3.3 The Directorate is operating three Pim Schemes. The total approv 
plan outlay for the Ninth Five Year Pim for these plm schern"' is Rs. 6: 
lakhs For the~ 1999-2000, the blldgicestimatc was Rs. 30 lakhs. This h 
been revised to Rs. 138 lakhs. Forlhe)l(:ll!' 2000-2001,thefund rcquiR:m:m: 
Rs. 190 lakhs. The break-up of the amount is as follow!!' 

{Rupooo in Laid 

Namooflb<Scbomo - - ·-- --h -h ~ .. M•- ~- - - ~~ -- ·-- - - '~ 
RAD~IDr '" '" " '" " -· VcgdahloOill 

MO<bniUlionoflho '" " • ' """""'"~ -· -· ~1oflho • • -· ~ 

(i)R&DPro~ 

3.4 When the Committee ukcd about the reasons for increa•c i 
BE (1999-2000) from Rs. 2S lakhs to Rs. 105 lakhs in RE aloogwith the~ 
increase BE (2000-2001) to Rs. 180 JakJq the Miruwy in the written n:pl 
submitted as under;-

"The committed expenditure for the nine Oil-going proposals ii aroun 
Rs. 20 lakhs and 25 ~ R&D proposals with a total fund.requin:mcr 
ofR• 478 lakhs have been received. The fund requirement for the fin 
year was Rs. 270 Jak)q. On the assumption that lhe 50% oflh5 proposal 
could be approved by the 5<:1ence and Technology Advisory Commino 
(STAC), the fund requlrClllent worked out to be JU. 135 lakho roughl) 
This does not include the funds requirement for the developmc:nt o 
analybcal facilities at the RqJional Olftc<:S of the Din.:aonuc ofVUllllpllti 
Vegetable Oils and Fats (DWO&F) mainly of Calcutta, Mumbai""" 
Chcnnai this was the reason for increase in BE (1999-2000) from Rs. 2~ 
lakhs to Rs. 105 lakhs in the Revised Estimates (RE). 



" 
It Play be mentioned dull !he total qproved <lllllay for the 9th Five-YellI 
plan period.(1997-2002) i• Rs. 685 W:hs. AftcrtakinB mlo acooont the 

ei<pendilllre incurred bll 1999-2000, the balance amount of the approved 
ootlay for the period 2000-2001, 2001-2002 is about Rs. 490 bkhs. 

Further, in~ with the Govemrnent'• Policy, this Department 

has recently identified dr:vclopment of pre-processing facililiei for tree· 

borne oilsoeds which grow mostly in areas inhabited by lhe Tribab (SCsl 

STs), as a thrust area for lhe R&D efforts_ Since the funds are available, 
it has brien considered desirable to propose increase of the BE for 

2000-2001 to Ra. 1110 lakhs. 

3_5 There had been 3 meetings nfthe Science and Technology Advisory 

Committee (STAC). The STAC scrutinises the R&D propo&als received from 

various Research inslitutions/Organistions/Uruv<TSitics IU!d, in all, has approved 

13 new R&O proposals, tcchnic..Uy and financially. Jn this regard when the 

Committee desired to know what are=earch acbvity on Palm Fruit fer eirtracting 

Palmolein and which units are producing Pa)mo\cin in India, the rcpresentativ=s 

ofMinisll)I furnished Q llllder; 

"~is nothing like paJmolein. nae are two factious one is palmolcin 

and other IS crude oiL 

What you are talking, is crude Palm oiL If }'Oil want to ask about 

Cooperati'l'C, )'-OU may ask. In Cooperative Sector, there is A.P. Oilseed 

Federation m Paravid, Andhra Pradesh. There is a Unit of four tonne 

capacity_'' 

3.6 When the Committee desired to know what were the achievements of 

Government in regard to con•cning the Non- Edible oil to edible oils dwing the 

last lhrce yelll'S, the Mini•try in the post evidence reply staled as under-

~n.e newer lechnnlogical developments such as physical 1 ~-, relining 

micclla n:fining, refining in presence nf solvenVtuunely he:<anc have been 

fCCORltiscd and allowed by the Government to facilitate upgradation of 

non.Wible nils to edible oils. 

However, despite these measures, during the last 6 years theJe have been 

oo sigruficant iru:rcasc "'the upgradation of non-edible oils to edible oils 

.,. may be observed from the following figures of production of rice bran 

oil. 



Produotion of Rite-bran Oil 

(Figura in lllkh tonne 

' No Year Edible oils Non-Edible oil Toal 
19')4-95 3 .• ., 48 

' 1995-96 3 .• ., 4.8 

3 ]')96-97 35 • 5 5.0 

4 19<J7-'J8 33 L5 4.S 

5. 1998-9') 35 L3 48 

• 1999-2000 3., •. 3 5.0 

There are ccruun tcchrucal constraints which need to be removed if w 
have 10 harness the fuller potential of these sources of oils. It may be noted du 
rice bran oil finds the major marketing outlet through the vanaspab route 
However, th= 1s a major teclmical oonstramt in the form ofUnsaponiflabl 
Matter (UM) The UM ccntent 1n vanaspati as specified under the Prevention t 
Food Adultcrahon (PFA) Ac! administered by the Health Ministry is not f 

e:><ceod 2 5o/o Ra'' Rice bran 011 ccnlains about 6_ 7"/o UM. Refined nee bran o 
contains up\O 4 ~·;,UM PFA spec1fica!Jon for refined rlCl: bran oil however i 
3 5o/o UM. appro'<1mately 

It has been established and ac<:eptcd by various scienltfic studiC!I that ther 
is no harmful component in the UN of nee bran 011. The UM of rice brmt oil ho 
been shown to lower bad cholC$trol 1n blood In fact it has a reJuventing effcc 
In Japan, where people arc no less health conscious, the UM of rice bran oil i 
specified lo be upto 5°/o 

This Department has taken up the i••ue with the Health Mini~tJy f< 
amendment of PFA •po<:rlicauon Once the views of the Department, which h.! 
also \>ccn endorsed by an independent snidy by the NabDlllll Institute ofNlllriti11 
arc acceptOO by the M1ntstry of Health and PFA specifir.alloos modif>ed to perm 
lnghcr UM up to 5% m"'e nee bran oils will become edible. 

(ii) Modernioatinn of Laboratory 

3 7 At present there i• only one Laboratory of the Directorate ofVanaspo 
Vegetable Oils and Fats It is located at lhe Head Office New Delhi_ STAC in 1 



• 

• 
I _, 

tl11rd meeting held on J 3 01.2000 hat approved devclop111t.1nt of ilDnlyt1cal 
racihti~ at the Regiooal OffIC<.: of the DVVO&F located in C~utt., Mumbai 
and ChennBi No 11J1alytical facilities •• yet available in !hose places. Elforu 

are being made to oec them up_ 

3 8 When the C.:.mminee asked what are the acluevements of Cousumer 
Services Cell at Deihl and whether Government has at least one laboratory in 
eacli district of the country as well as what efforts are being made by Central 
Government and Stale Governments in tlus n:gard, the Ministry replied as --

"The most imporalnt aehievernent of the Commer Cell Bl Delhi has been 
its ability to provide analytical access to the comm<>n consumer for testing 

his sample at nominal fee of Rs. l 0 per test So far there i• only one 
Coruiwner Scmce Cell at the Super Bazar, Cannaught Place. N<.:W Delhi. 
JnadeqUDCY of st.alf hru; been one of the main oonstrants oom1ng "' the 
way of expanding lhc facility." 

3.9 ne Committee not!' that though the Government increased the 
Budget estimate for the year {1999-lOOO) from RI. :ZS lakh to Rs. 105 lakh 
at RE stage and have proposed 111 amount ofRs.180 lakh in BE (2000-
2001) for R&D Programme for the devdopmcnt of vel:f'lllhle oiil but 
aothing substantial hu been achieved u yet. it 1eem• that no concrete 
effort hu bee1 made by the Govt. to acquire ..,1f-111fficiency in Edible 
Oil1. la the opinion of the Committee, Govt•. all over the world are 
CKploiting their dome1tic resources for meeting their dome1tic 
requirements and to uve rorrign eKchuge. Malay1ia with the production 
of Palm oil or about 16 L1kh tonnes in 1975 bu been JUcceuful to edract 
abollt 90 lakb ton11e in 1999 which ii.as virtually boo1ted it1 economy. 
nOllgll there i1 vut 11Vailablity or good q11111ity of Palm fruit in India nurialy 
in Statell of Ribar, A1um, Oriua, U.P and Andhra Pradelh, no concrete 
step iocWfulg tlie research work hu been tmken by tJte Govt. to ertract oil 
from the Pl.ho frail. The Committee, therefore, recommnd that the Govt. 
1bmdd conclad RelearcI work oa Palm fruit available in the coutry 10 

that tlie country may become 1elf-1uflicient in prodactioa of Edible 0111' 
and •ave valuable forrign eichan&e being 1pent on the import of edible ... 



{B) Demand & Supply Po!ition of Edible Oih 

J_ 10 Production of oilsc:eds, tll<O main fl>lll'I» of edible oil• in tllll ~ 

has apPreerQ!)I)' >ncrcJISCld. dw:mg this decllde fivm l.96 Jllkh - n._ 1990-91 

to 252. l lakh \OllJICl; in I m-99 Patentill of \hll RIOOlidnry _._ of edible 

oil! like cotton seed oopra rice brand and oil bearmg lllldeliah from tn:e and 

forest origin have also ~ exploited moderately and ~ 1DUrCeO are now 

canlributifij!; to the !eve! of25%of!he dcmostic ve~\eoi\ Plt'lioW ,;.., ~ 

thig •uppll' fmn indigenous sour<:es stin faffs- s!IM beca11se ck:m\UMI of edible 

oils on I~ side has a!w h=i increasing at a pace fllltet di.n ~ ofprodllc:tion 

d<l<: togrm\.'lh inJXlPlllationand ~is> lbeslaPdardsoflivingofpc:ople. 

3. l l Figures ~topn.:lucli011ofm
ajor cultivatrdo/! 1 is~lity 

of oils frt\111 mdigenoua ~ or.cl its d«Ml!d duriug It.a l&rl fM ye.ra ~as -·- ""--
o;\y.., f,.;.-~

- Eolimolod •""'1oliilify ~-,,,,_ dU..O<lilil•oil&- -~ -;..i;.,, .. ~-

·- lll.40 "" 69.lO '" 
J9\IS-'Jti 

1I/.!C "" "" IZ-'il 

·- 1•1.io nn 1S-lJ "~ 

199?·"1 
121).;w 6JJJOJ ~ .. "" 

19\IS~ 
~1-.10(~

 721il ·~ 
.. ~ 

J.12 Dunn& the CUJIODt oil year 1999-2000 Ihm lid; ~ al odibk: 

oilll thlln all ~B.OllrOllS iii likely to be lllUlllld 81.8? lllda1-.• .... 

eBtimatDci dema""of%.43 l.sdl '-leavin& albort-r.Ur:J'.l4.M !Uh...._ 

). lJ WhM 1h: Cnnimitto: wisllcd Ill 1-¥ the ~ iD ~ of 

oil~. the 1iop<o•er1-ti\leill of thtl MilJilh"y ~ WR h c-illee M 

Wlde:r:-

''With the implM1Ct1.tation of cet"ltrally •poaerond .cl!- ud Oil 

I 
' 



I 

I 

I 
' 

Technology Million the production of oilseeds increased from 10.83 
million IODDes in 1985·86 to the lewl of 25.20 million tonnes in L 998· 

99. But dunn& the current yem-, due to a long dry spell m Gujarat and 

Andhra Pradesh., the grmmdnUI production fell dead by 32 lakh tonnes. 

Then, some shortfall has been encountered m soyabean and sunflower 
We are expecting to reach 216 lakh tonnes this year ru; against 252 lakh 

lonnell achieved during last year. In groundnut and sunfl~ there is a 
1bortfall. But we are hoping to improve !his position during next year by 
implementing this programmi:." 

(I) Import of Edible Oils 

3.14 Since Ihm! has been a oontinwus gap between the demand and supply 

of edible oila from incligtinOWI source11, import of edible oils has been resorted to 

fttmoretban two decades to make lhis item of llW! oomumptlOllea.sily available 
to C01111umen at reuonable prices. 

3 IS Imports of odible oils remained canalized through STC and on 
Govcrmoent account till April, 1994 Thereafter, the import policy on edible 

oilshasbeencontinuouslyliberalizedovertheyean. With effect from l.4 1999, 

the import policy has been further liberalized allowing import of all edible oils 
except coconut oil. The quantilie• of edible od imported during 1997-98 to 

1999-2000 (upto October, 1999) are as under: 

3. 16 The duty on import of edible oils has been recluccd progressively fnm 
65%in 1993-94 to 15°/o{basic) inJuly, 1998. Afurthcrsun:hargoof IO%was 

imposed in the Union Budget 1999-2000. Wilh effect from 30di Dca:mber, 

1999, the import duty on refined vegetable oils has been nused to 25o/o 



" 
(bllSic)+ l 0% •mcltarile. However, the import duty on vegetable oill of edible 
grade has been kept 110Chaoged at 15o/o (basic)+ JO% sun.:liarge. With eff,,..r: 
from 21st February, 200CI, thc llllpOrt of palm oil and &4Ct10ns ~of edible 
grade have been allowed Bl an import duty of 15% (besic)+IO% surchmge by 
vanaspall manufacturen 

3. ! 7 When the Committee pointed out that the import of edible oils during 
1999·2000 has become more than doublo the estimalcd gap in domand and 
~pply aod enljllired what momtonng Gort. Ill during in this regard the Secretary 
(S&EO) submit\Cd before the Committee as under.-

"! \\'OUld like to submit here lhat supply estunatcs are based on !he 
oiloeed production figure• given by the Mtnistry of Agriculture,_ 
Now, we find that there is a very wide variation between !he figins 
repotttd by the Minisby of Agriculture and the figun:s ICj)Oiltd by 
the Industry In fact, last year while the Ministry of Agriculture 
claimed that the production was about 25.60 mill.ton tonnc:s, the 
inchuilry's figure was less dum 22 million lonlles. Thill year the figure 
given by the Mini.try of Agriculture is 21.60 millioot IOll!le5 lllld Ille 
indwilry's ~ is Just •hart of 20 million toonoa". 

On the demand side, we have gotlllall)'estimales, starting &om the Pl-w.g 
Commission's estimates to what we, Olll'Selves, have been trying to do iii OUI" 
mm department. Based on the population growth and the income growth faclor 
the demand have been placed !IOmeWhere around 102 lalch IOaaoo kl 92 laldi. 
tcmx:s. Then there is another feeling, which is also oonfirmcdbytbolnllc:IOlll'lllll 
tha!. since the mtemational prices of oil fell, tbe import came at a !Didi. lower 
pri"" For instance, a few months back, impoi1ed Palmolcill was llClliug, 111 
Rs 200 per quintal_ 

Because of that, a lot of people could afford to buy oil. So. lhe demand 
picked up. Our own feeling is th.at going by the: import figuni of almoot 
43.4 lakh looneli lllSI year, there could have been about 10 llkh tmaes or 110 for 
speculative and ca<JY"'°""'" stoclc. Even dte:n, 1!l<:R Ihm 33 llkh i...._ wmt 
towards fulfilling a demand which was becaute of the: natunl increase in 
populatron growth, inac113e in the incomes and also becall!leitwas also svaihl>le 



1-..-.._ knwl" price. So, it has been veiy difficult for us to predict what is the 
J f _ V """lcrwl ofilnpmA !hat will be necessary to meet the iBdwl C<MtSumption 

bG-i-•TI• 
''~ k important factor is the price of oil in the market. In spite of this ,,lijiifY flOw of imported oil, while RBD palmolein oil was available al 
Jtt. l00-220 .,.. 'l"intal, the price of traditional oils has remained stable. 
91@ ; •1•odhas been moving between Rs. 34-36 and themuslaJdoilhas been 
1ta. 40 plus_ Then: has not been a very significant fall in the price of such oils in 

-· ~ Howc\IO", it is true !hat last year, there was a little bit of orisis in the 
~ Procluciog Centre, Indore and the prioc cl sO)-OOem had fallen below die ,;,injmum support price_ The NAFED had to buy seeds. Because of lhal, the 
6oMIWIWt increased the duty on refined oil from 16.5 per cent to 27_5 per 
oe:nl That is where Lt stands now The mustard oil crop is arriving. We want the 
~ lo Kt lhe Government annOWJce mirumum Sll]lporl price of Rs l, l 00 
W!i mi walching the price_ The market arrivals have started. They arc hovenng 
amand Rs. 1 !)40-1050. So, probably tlus '' the time ihaL wc will be discussing 
iltritbthe Ministry of Agriculture and putting it for consideration of Government 
wMlhel lhe support purchase efforts should be made or whether the duty should bo' firilcr 8djustcd upwards. 

Similarly, in the case of sugar and oils, wc will be wll!Ching the price trend 
ill ~ ~ oouple of weeks. In consultation with the Ministry of Agricullure, 
we ean tab up a paper for examination ahout the import! 

Ip) lmpon ofEdibJe Oils by STC for PDS during 1998-99 & 1999-2000 
3.18 It WM decided in July, 1998 to import l 50 lakh tonnes ofRBD 

Palmole:in by State Trading Corporation (STC) to meet the requin:mont of the 
SWesltJ'Th for Puhlic Dirtrihlltion Systctn during Augmt to November, 1998 
~ wMn prices of RBD Palmolein in the International marlcct TO:!!e 
*Ylligll lhe STC was given flexibility to con&ider Importing of other soft oili 
-..ud of Pabuolellt only_ Ill pw-suance of lhe abovo decision, STC contracti::d 
U() lakh 1om!c$ of edible Oils comprising 1.38 lakh tomJe& RBD Palmolein 
d 12000 tonnes refined royabean oils- All the wls oontracted n:aclled the 
coamrybyDecember, 1998. Duringthebeginningofthe Dcccmber, 1998 when 
rite edible oil scenario in the cowury did not reflect the desired relief m the 
prlcol, the Government de.;ided to impon an addition•] quantity of 1.00 lakh 
lonne:I edible oils to oonlinue allocation to States/UTs dltting the calendar year 

"" 



.. 
Co•tract-Wiae Price or RBD hluloleill 

Imported dnrlng 1999-1000 

SNo. Date of Price in USS Quantity lllrived 
C-w (CJ.F. Kmidl1) (in ......... ) 

' 3 • 
I 12.02.1999 "' 11911 

' 10.05.1999 "' ""' 
3. 11.05.1999 475 <949 

• 04.06.1999 427 11935 

5 21.06.1999 4-07 "" 
6 05.ll7.19')9 399 11971 

7. 15.07.1999 375 11953 

• 27.07.1999 353 5967 

' 27.07.1999 349.5 3989 

y,.,, 81637 

3.20 When the c.ommittce~ircd to know what are lhc po11ibleofnooking 
ofEdible oil• and what are lhc hurdles, the Secretary (S&EO) stated 81 under:-

We go by the demands of the States fur dislributim. wider the PD8. The 
maximwn demlltd at any point oftim8iiioftheonls1#35,000 tonnm <.-so. 
Earlier, we used to import oil jusl before IM festival IOISDn, lhat is during 
September-October to keep prices wider oonlro1 We Celt tbt we haw to haw 
!IOllle stock. So one lakh tonnes were lllllhorised to be imported. 30,000 lolmls 
were imported before April, and 70,000 tonnes were imported llfta- April in 
September-October, the market price fiad fallen and ofl't.Q WU virtually ZIN'O. 

In fact we keep track of the qualify of oil. We have to dispoaeofalmost 10,000 
and odd tonnes as non-edible oil by way of public anction Evm now we have 
30,000 tonm>s of oil and there are no indents virtually any State Govemmomt 



.. 
• ' ._,..W.downtoafewtltouslUldtonncs. AfewSWe;,Jike, West 

• U ; IM Kd• rk· had lif\W. oil, but 11te ot1t.... States are not lifting oil_ 
II fJ'$ ..... ~ imported by trade under OGL just like sugar wn 
'i~' ,,.,;j!, ,,,.,_ 
tl'il)ia •hw+ .-d Lifti•I of Edible Oil1 UDder PDS 

-.,lllliftt.uoeation lllld lifting of edible oil during the last lhfoe yean arc 
....... lbllowini!; .. ble: 

FNncial year 

1996-97 

1997..\IR 

1991-99 

(IV) Cah'al blue Price 

1.93 

1.36 

1.90 

(Qty, in lakh ttinn=l) 

Lifting 

l.30 

0.62 

1.51 

3.tl The priQeli of edible oil• in lhc open market had drasbcally come down 
in the rint quarter oflhc financial year 1999-2000 and oil in the market was 
mvmiblblc at lhe rates cheaper than PDS l'lrtall prices_ This had ncccss1tated 
downward revision of the Cenlral Issue Price of edible oils supplied to Stat.,. 
for PDS IO improve off-take of oil under PDS. Accordingly, the Central Issue 
Price 111111 hccn revised \Vllh the apptO\'al ofCCP w.e.f 277.1999 as under:-

Oil supplied in bulk 

Oil tupplicd in 15 kg. bns 

Prc-r~sed CIP 
{Rs.per tonne) 

30,000 

33,000 

ReVJsed CIP 
(Rs. per tonne) 

20,000 

22,000 

J.ll Tbc: Committee noie tbat more than 29 lakll to11nc1 of edible oils 
llU bca. imported under OGL in the country during (1999-1000) ll'hile 
tlll= eatmated 1hort-fall was only to the tune of 14.56 lakll tonnes. O..t of 



19.38 lakh tonnes of 1hort-fall. Ian year the iinport WQ to tlie tulle of about 4J lakh tonn .... This esCCS• iinport of edible oil bll virtullly rtnlted in do .. ·n,.ard revi•ion of Central l11ue Price u it wu available attlle rMe chea1icr than Pl>~ retail price in the market. The Coinmittee lftl tbat if rhi! trend continu.,.., the Govt. would be coinpelled to downi:rade the CIP of edible oil aeain. The Cominittee, then:fore, reeommend that the Govt, .•hould not allow iinport of edible oil! inore than tht 1bort1ge in tlle country and clo•ely inonitor its 1vailability M that lollSCS/1ab.idy provided by the Govt. in tradinJl operation of edible oil! is reduced to tile f11Pir:q1m ntent po••ible. 

(C) Hindu•tao Vegetable Olli Corporation Ud. (HVOC) 

3 24 Hindustan Vegetable Oil1 Corporation Ltd. (HVOC) a PSU under the adnunistrati\'C control of the Ministry of Con.ume.r Affairs and Public Distnbuhon was set up by taking over lhe mana~ of lwo undertakingA namely, tho Ganesh Flour Mills Company Ltd. md the Amritsar Oils Works under !he lndustr1cs Development and Regulation Act, 195 Z, m the years 1972 and 1974 respectively. Subsequently, these undertakings were nationalised with the main ob1ective of susta1n1ng and strengthening lhe nucleus of public """""'1 or controlled unl1.J; required for ensunng supply of wholesome vanaspat1 and refined 01!s to the pubhc at reasonable prices, under Public Di•tributioo System As a corucquence, the HVOC v•as incorporaled under !he Companies Act, 1956 on Ji J 1984 as a publoc limi!cd company fully owned by the Govemmenl of India ,.;th equity capital of Rs 5 00 crorcs Presently, the authori•cd capital is Rs. J0.00 crores and patd up capital 1s Rs 7 71 crores 

3.25 HVOC ba,·e been seven nn11s at Delhi, Mumbai, Chennai, Calcutta, Bangalore, A1IU1(Sar and Kanpur engaged 1n pmduct1on of vanllllpati rcfuung/ packing of edible 011 and a Brcal.fast Food Unit in New Delhi manufacturing brc.Kf ast cereals like cornflakes and oals besides packing edible ot!s. The Delhi vanasapb Unit has been closed smcc November l 9% OJll&CqUelll Upon S"fll""tle Coun order m !he case ofM C Mehta Vs. Union of India directing all polluting industnes lO stop their production and rulocatc lhe lmits. The ururs of Amntsar and Kanpur oumuf!ICturing vanaspati hud also slapped production since 1997 -98 due to cost of production being non-competitive. The machinery of these 1D1its is old and obsolete The Vanaspati Unit in Calcutta also remains closed smce 1996 llll per orders of the Supreme Court Thus. the Hmdustan Vegetable Oils Corporatloo is at present engaged in the activity of packaging edible oils 



" 
for Public Dilllribution System in bulk packs and in small packs after obtaining 
ordel"trom Ille State Govemmenlit lhe Hindustan Vegetable Oils Corporallon 
is mauflletllring oomf\ales and rnrts but 11!; production and markcl share arc 
declining due to severe competillon faced frO<P multi-national corporat1Dns 
entering !he breakfast food market inn big way with new varieties and attractive 
Riiing strategies. 

3.26 HVOC has beer! mcumng cash losses smce J 991-92 due to rcducuon 
_!!!. lbellaport of edible oils, non-availability of sales tax exemption being given 
to new Wlits, obsolete teclnology and exc<:ss manpower due to reduced acUvity 
~WiderPDS. DNpite !he odd$, thc Mmnbai, Chennai. Bangalore and Break Fast 
fbod units have b=i found marp;inally pmfttablc during the year 1998-99. The 
,iWOC bu been declared a •ick industry by !he BIFR under Sick lndustnal 
.r-;ncs (Spocial Provision Act) 19&5. 

' .. ' 
·- 3.27 The net worth of the Corporation has eroded= th111 ~O"/o '·"- (-) 

'lb. l.29cmres as on 31th March, 1998 and a reference has been ma® to the 
Bll'Rin terms ofSection23 of SICA 

3.28 When the Committee asked how much idle salary have pllid to the 
~ ofHVOC from 11191-92 the M1n1stry furnished• lll!der:-

"HVOC has not conduoed any srudy on idle wages. Hov.wer it is stated 
tha1 the Delhi Vanaspati Unit wa• closed with cffoot from 30.11.1996 as 
per orders of the Supreme Court and the units at Kanpur and Amritsar 
bad also almOlit stopped prod11Ction of Vanaspa11 1incc 1996. The 
porforman<oe of tbooe 111>il• io given separately in ~- Tho total 
wage bills of these units during the last few years has bom as under:-

(Rs. in crores) 

Y= Amrio~ Km,,. °""' 
1993-94 1.46 194 1.10 

1994-95 1.39 1.92 2.18 

1995-% 1.52 I" 2.19 

1996-97 "' 2.13 2.17 

1997-98 '" 2.~7 2.30 

1998-99 2.30 3.00 2.52 



''The wuges include "!"Ovident fund c.<llllnbution of r:rnploycr, !tatf welfare e>cpcridi!ure also." 

3 29 The future cfHVOC Ltd. ia not good when theC<inunitk>e arkcd whlll efforts have been mado to make viable the di!fen:nt unils ofHVOC, Secretary (S&EO} submitted .. undi::r:-

"There are three parU They have \'Maspati llllilll in Delhi, Amriblar and Kanpur. Also the Indian Vallaspati lnd"!ltry in the cowtlcy"" a whole 1s on the decline_ The preference of the people has shifted. ~ arc moro used to refuuod oils and •O OD. The .....,!!!Id for~ is oomillg do"" The capacity utilisation in the Indian Vansl<P"ti irldmtry is Jc .. than JO per cent W<lay. Even, the units in the eastern part of the country are not able to with•tand the COlllpetition as Vtlnaspati is being imported from Nepal under Inda-Nepal Treaty. Weare not able to think ofinvostill& on this. 

We lutve also given a note on ICICI ('rwnmi1tee. Apart &om tcdlnology and generally shrinking marlet dOllWld,it is v=y diffi,::ulcfor 111 to think in tcnns of that The pacl<ing unit has• very lowttdmology. They were cliarging Rs. 41- per kilo for pachsing lllld s®'llrin& to the Slate Govef1llDelll Peaple are p~ to get it at lc:s& lhan ooon.qice. Because of lhe losses incurred in the othi:ir units, their operations have gradt!.lly come down. Eve:ri in lhc case of Modem Food, they sold the wit because they realised that imder the pubhc sec!Of framework, it may be difficult to""'"' in an industry, which requires a !ot of dynamic mows in the retad market. For the conswner product. }'Oil have to be ready to pay comm1s•ion, bml<crllge, etc_ Nuw, the dec:Uuon of the Di&inve~ Comnw•>OO •• before the Cabinet. We will very diartly know the fiDal decision On that basis we will be lalang funheo" ac:lion, infDnD the BIFR, and also we will be taku\s care c{]abaur_" 

J _J (} The CoJIUlllltee desired clarification abolli the custom duty on vlllUISplli. product for actual user and other, the Secretary (S&EO), during oral evi~, 1nfl»med as under:-



"Thal '" c:u•toms duly. When llit: aclual us...- imports crude 01!, ii works 
out to l 6.5 per cent When 1t is imported b)· other than the actual user, u 
works to 38_5 percent. Now, this is something, "tiich has been verified 
by the Port a11thont1es and CustOIIli " 

l.31 TheComniitte note thld the Hindu!tan VegctableOil1 Corpor!llion 
i1 Id presc:at engaged in tbe activity of packa~ng of edible oi11 for Public 
Distribution System in bulk and 1mall packs. The corporation ii al10 
manufacturing cornflakes and oats. Howner, the corporation is running 
into lu1.11e1 since 1991, due to managerial inefficiency, 1horllig:htednen, 
obroltle technology and competition form multinational. All efforts to 
m00,,111ioe the corporation hu proved futile. It oeem that corportion bu 
become n'dundant and their daff/officer are getting 1alary/wagc virtually 
for no work. 1be Committee have been informed b' the Ministry that 
ra:ommcnd11tion1 of disinvestment commission in regard to HVOC is under 
consideration of the Cabinet. The Committtt, therefore, recommend that 
the Mlni1try should make positive efforts to get the re1:ommendation of 
the Dilinvedment Commis1ion approved by the Cabinet at the earlie1t. 

N~w DEUll, 

17 April, 2000 
28 Chaitra. 1922 (Saka) 

DEVENDRA PRASAD Y ADAV, 
Chairman, 

!>'tand!ng L'omm;11ee on Food. 
Civil Supplies and Puh/1c Dtstrihulion. 
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PART II 

MINUTES OF TaE SIXTH SITITING OF THE STANDING 
COMMlTrEE ON FOOD, CIVIL SUPPLIES AND PUBUC 

DISTRIBUTION HELD ON THURSDAY, TIIE 24TH MARCH, 2000 

The CommiUcc sat from l l 00 to 17.30 ham&. 

Shri Devendra Prasad Yadav - Choi~man 

Lok Sabha 

2. Shri A.P: Abdullakutty 

1 Shn Ranen Bannan 

' Shri Namdclo H.tiaji Diwathc 

' Shri Rmioshwar Ducli 

' Shri Abdul Hamid 

' Shri Jai Prakash 

• Shrimati ~ Kaur 

' Shn Brijlal Khabri 

'" Shri Shyam Bihari Mishra 

IL Shn Mansmh Patel 

12. Shn Laxmanrao Piitil 

n. Shri Baju Ban Riyan 

14. Shn Abdul Rashid Shaheen 

" 



Ro; ya !>'abha 

I~. Shri Suslul Bamngpa 

16. sm Lajpat Ra1 

$ECRRTARIAT 

l. Shn Krishan Lal Deputy Secretary 

2. Shn R.S. Mish,-a Un<kr .'>ecretary 

Ministry of Consumer Affain aad Public Distribution 
(Department of Sugar 11Dd Edible Oil•) 

l. Shri P S"-tkar, Se=tary (Sugar & Edible Oils) 

2_ Shri c_s_ Rao, AS & FA 

3. Smt. RaJni Razdan, Joint Secretary (F.diblc Oil•) 

4. Shri RN. Das, J1>1nt Secretary (Sugar) 

~. Dr. M.K. Kundu, Chicl'OirectGF (VVOF) 

6_ Shri Arv1nd Pandalai, G.M_ (STC) 

2. At lhe ootset, lhe Ourirman welcomed lhe representatives Gf the Ministry Gf 
CGllsumer Affairs and Public Imtribubon (Department o>f Sugar and Edible 
Oils). The Clulimum then asl<od the Seicretary to introduce his colleagues and 
lbc Secretmy intn>dur;ed his wlleagues. 

3. The Committcc tltcn discussed with the representatlves Gf the Ministry Gf 
Cnnu•mc:r Affaan; and Public Distribution (Department Gf Sugar and Edible 
Oils) the various pomts mentioned in the ListGfPoinb. The quirielofMembers 
were resolval by lhe 1epi : 1 •Wives The evidence was concluded. 

4. A verbatim record Gftheproceedings has been kept 

11w Cr>mmlttu /Jwn adjourned 



MINUTES OF THE SEVENTH SfITTING OF THE STANDING COMMITTEE ON FOOD, CIVIL SUPPLIES AND PUBLIC DISTRIBUTION HELD ON TIJESDAY, THE llTH APRil., 2000 
The Committee _..tfinm 11.40 to JS.OOboms. 

Slui ~ Prasad Yaclitv- au,;,.,,,,,. 

2_ Shri A.P. Abdullalortty 

3 Shri Shyamlai B-iwal 
4_ Shri Nundeorao Harlaji DiW!llhit 

'- ShriAbdul H...ud 

' Shri Jai Prabsh 

7. Shrimati Prm.iet Kaur 

•• Shri Btjj1al Khabri 

'· Shri Sbymn Bihm Mishra 

IO. Shri Acitya Nlllh 

11. Shri Sisram Ola 

12. Shri Abd»I Iblhil\ Sh·h .... 
13. Shri TejvecrSingh 

I<. Shri Ram Mohan Gad4e 

" 



IS. Shri~Rai 

16. Shri Dawa Lama 

l. Shri Krisban Lal 

2. Sbri R.S. Mishra 

Deputy Secretory 

Under Secretory 

(i) Consideration 8lld adoption of Draft roarth Report. 

2. •• •• .. .. 
(ii) Coosideralion and adoplion ofDrafl Fifth Report. 

3. •• •• •• • • 
(iii) Consideration and adoption of Draft Sixth Report. 

4. The C-onmrittce, then, considemi lhc Dnft Sixth Report on the Demands for 
Gnotl (2000.2001 l relatmJt 10 Ilepmtuw::td of Sugar and Edible Oils, Min®y 
ofC(lDSllll!I'" Affairs and Public Dillbibution. Tue Commitieeaclapleil tbcrcport 

with. eertain modifications. 

S. The C-ommittee, dwn, authorised the Chairman IO mab: ~al diangem 
!Irising 11111 of lhe fectual vi::rificaticn of !he Rpcrts by lhe Depa tmcnt of Ministry 
of Camimer Affairs and Public Distribu!En and presantllay the SlllDC in both 

tbc ""°"" of Parlimnem. 



ANNEXURE' 
(Pleueue Para 2.IR ofCUqm- U) 

LEVY SUGAR QUOTA OF STATESJU1S 

S.No. State/UT M-- Allnual Festival mwr. -INMffi 
I 2 ' L """""""""' 31712 7'114 

2. AndlllDIUI & Nicobar 2n 74 

' ""'""'"'"""""' 809 94 
4. Assam 18114 2896 

' ..., 
41707 10078 

'· """"'"" "' 112 
1. Dadra & N,... Haw;li " 14 

• - J7{lj4 2310 
9 "" 671 1'-0 

" Dmrim& Diu " 12 
II. """"' 20212 4878 
12. . .,... ""' 1924 

" """"""""""' 4!182 .. 
14. Jmmru&Kadunir 6196 ... 
" ...,._ 21860 !1350 

" 



" 
'~ I . 2 3 .. 

!'· ...... 13m 3600 

-.,. - 112 22 

1• -- 33294 7!136 

..J9.._MahF"hka 31301 901• 

"· Manipnr 1709 208 

21. - 16!11 2110 

" MWnm 6" 78 

23. ·- 114-0 128 

"· Orion ISI02 3730 

"· - 627 .. 
26. 1'mj.O "" 2392 

27. ....... 22872 31192 

" Sikkim 379 '° 
29 T lllllil N ..tu 26033 6790 

JO Tripuni 2S66 302 

31. Uuar Prlldcah 70722 1!1936 

32. w ...... 33138 7796 

T~l 144142 "''° 
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ANNEXUREO 
(PJeuesee PW1l 2. 18 of Chapter II) 

MONTH-WISE RELEASl:S OF FREE SALE SUGAR DURING (1999-2000) 

M~ili Qiwuity (in M.Ts) 
April 1999 7.4j 
May 1999 

ll.00 
June 1999 • 25 
Ju!yl999 . " 
August 1999 

8.20 
SeQt<:mkr ! 999 . '" 
October 1999 ,., 
~ovember 1999 '·"" December 1999 8.00 

January 2000 • 00 
Febnwy2000 • 25 
/o.larch 2000 8.50 
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