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Title : Discussion on the motion for consideration of the Statutory Resolution regarding Disapproval of Essential
Commaodities (Amendment and Validation) Ordinance, 2009 (No. 9 of 2009) and Essential Commaodites (Amendment and
Validation) Bill, 2009.

MADAM SPEAKER: Hon. Members, Item Nos. 13 and 14 are taken up together. Shri Raju Sheti to move his Statutory
Resolution.
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MADAM SPEAKER: Hon. Minister to move that the Bill be taken into consideration.

THE MINISTER OF STATE IN THE MINISTRY OF AGRICULTURE AND MINISTER OF STATE IN THE MINISTRY OF
CONSUMER AFFAIRS, FOOD AND PUBLIC DISTRIBUTION (PROF. K.V. THOMAS): Madam, I beg to move*:

"That the Bill further to amend the Essential Commodities Act, 1955 and to make provisions for validation of
certain orders issued by the Central Government determining the price of levy sugar and actions taken under
those order and for matters connected therewith be taken into consideration ".

MADAM SPEAKER: Hon. Minister, if you want to speak about the Bill, you can do that.

PROF. K.\V. THOMAS: The Government promulgated the Essential Commodities (Amendment and Validation) Ordinance,
2009 on 215t October, 2009 to amend the Essential Commodities Act, 1955 and to make provisions for validation of certain

*Moved with the recommendation of the President.

orders issued by the Central Government determining the price of levy sugar and action taken under those orders.

The Supreme Court, in several cases decided by it in 1996, 1998 and in 1999 upheld the determination of price of levy sugar
by the Central Government in respect of the sugar season 1982-83. The Apex Court noted the fact that while determining
the price of levy sugar neither the additional price under Clause 5A of the Sugarcane (Control) Order, 1966 nor the mopping
up of excess realization were factored in.

However, the Supreme Court in another judgement dated 315t March, 2008 decided that both the additional price paid to
the cane growers and the State Advised Price (SAP) or actual price of sugarcane paid should be factored in the
computation of price of levy sugar. Thus, there was scope of conflicting interpretations leading to conflicting decisions, as
to the factors to be taken into consideration in determining the price of levy sugar.

The judgement of the Supreme Court of 315t March, 2008 would not remain restricted to the parties and interveners to the
same and also not limited to the years under consideration in the Court but may have to be extended to all sugar mills for
the period from 1980-81 till date. The levy sugar price is the price paid by the Government or its agencies for the levy sugar
guota requisitioned by the Government for distribution through the Public Distribution System for weaker sections of the
society. The levy sugar quota has been brought down from 70 per cent in the late sixties to ten per cent with effect from

15t March, 2002 up to 30t" September; 2009. The mills are allowed to sell balance 90 per cent of production in the open
market as non-levy sugar.



As per the decision of the Supreme Court of 315t March, 2008 for refixation of levy sugar price paid earlier, an estimated
unbudgeted financial burden of Rs. 14,000 crore over the last 28 years would have been required to be paid to the sugar
mills. It is important to note that this would not have benefited the farmers.

Further, without the Ordinance, such higher level of levy sugar prices based on SAP would have been required to be paid to
sugar mills perpetually in future. This would have, in turn, also adversely affected the poorer sections who would have to
pay higher price for levy sugar procured from the PDS or would have resulted in higher subsidy burden to the Government.

Therefore, it became necessary for the Government to clarify, for certainty and to have a uniform policy, the factors
to be taken into consideration for the determination of price of levy sugar. Accordingly, the Ordinance was promulgated
which explained the various factors considered in the determination of price of levy sugar. This was also decided to be

made effective from 15t October, 1974.

The Central Government also decided to fix a "fair and remunerative price" for sugarcane instead of fixing a Statutory
Minimum Price (SMP). The Essential Commodities Act, 1955 has been accordingly amended by the Ordinance with effect

from 15t October, 2009. This was not only a mere change in terminology but also involves substantial increase over the
SMP, which was usually fixed on the cost alone. The FRP provides for specific margins for risk and profit to the farmers over
and above all the costs incurred towards production of sugarcane and its transportation.

Thus, this necessitated amendment of the Sugarcane (Control) Order, 1966 also under which the Central Government fixes
the price for sugarcane every year.

The Central Government has fixed the fair and remunerative price for 2009-10 sugar season at Rs. 129.84 per quintal linked
to a basic recovery rate of 9.5 per cent. For the first time, the price fixed by the Central Government for sugarcane includes
a profit and a risk element, which is about 50.5 per cent higher than the all-India weighted average cost of production of
sugarcane and transportation to the mill gate of Rs. 86.27 per quintal. Further, in comparison to the SMP of the previous
year, fixed by the Government at Rs.81.18 per quintal escalated to 9.5 per cent recovery, the fair and remunerative price

fixed this year effective from 15t October, 2009 is 51 per cent higher.

It is important to inform the august House that the fair and remunerative price fixed by the Central Government under
clause 3 (1) of the Sugarcane (Control) Order is a benchmark price, and that as provided in clause 3 (2) of the Sugarcane
(Control) Order, sugarcane cannot be sold or purchased at a price lower than the fair and remunerative price fixed by the
Central Government. The sugar mills can pay a price higher than the fair and remunerative price as may be agreed to
between the sugar mills and the farmers.

It is learnt that the sugar mills in Uttar Pradesh have announced that they would be paying a price of Rs.190 per quintal of
sugarcane to the farmers in this year Similar reports have been received from the other States where crushing of
sugarcane has begun which include Maharashtra, Gujarat, Karnataka and Tamil Nadu. It is reported that the mills in the
other States are paying between Rs.155 and Rs.210 per quintal of sugarcane this year.

The recent amendment to the Sugarcane (Control) Order, 1966 also introduced a clause 3B in the Sugarcane (Control)
Order, under which it was acknowledged that some State Governments fix the State Advised Prices. That clause also
provided that the difference between the State Advised Price and the Fair and Remunerative Price will be paid by the State
Governments. This provision has given rise to certain misgivings. In order to remove any misgivings, it is proposed to delete
this clause altogether. Thank you.

MADAM SPEAKER: Motions moved:

"That this House disapprove of the Essential Commodities (Amendment and Validation) Ordinance, 2009 (No.
9 of 2009) promulgated by the President on 21 October, 2009. "

"That the Bill further to amend the Essential Commodities Act, 1955 and to make provisions for validation of
certain orders issued by the Central Government determining the price of levy sugar and actions taken under
those orders and for matters connected therewith be taken into consideration."
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MR. CHAIRMAN : Hon. Member, please sit down. You will continue after this.



