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lNTRODucnON 

I, the Chairman, Committee on Public UDder1aki.ngs having been 
authorised by the Committee to submit the Beport on their be-
half, present this Thirty-Second Report on Adion Taken by Govern-
ment on the recommendations contained in the Eighth Report of the 
Committee on Public Undertakings (Sixth Lok Sabha) on Jute Cor-
poration of rndia.-Govemment's unfair Pricing Policy for Raw 
Jute. 

2. The Eighth Report of the Committee on Public Undertakings 
(1977-'78) was presented to Lok Sabha on 25th April, 1978. Replies 

to all the reeommendations contained in the Report were received 
in batches by 19th January, 1979. The replies of Government were 
considered by the Action Taken Sub-Committee of the Committee 
on Public Undertakings on 26th March, 1979. The Report was finally 
adopted by Committee on Public Undertakings on 30th March, 
1979. 

3. An analysis of the Action Taken by Government on the re-
commendations contained in the Eighth Report of the Committee on 
Public Undertakings (197'7-78) is given in Chapter I. 

4. It is most distre9Bing that the Ministry of Agriculture have 
not examined the question of fixation of price [<or raw jute in the 
light of earlier observations/recommendations of the Committee. In-
deed, the Ministry of Industry, on the recommendations of Agri-
cultural Prices Commission fixed the statutory price for raw jute 
for the year 1978-79 as Rs. 150 only as against Rs. 447.64 per quintal 
recommended by the Committee. 

In the calculation of cost of agricultural produce (in this case 
raw jute) the cost of items like managerial functions, miscellaneous 
expenses, marketing charges, minimum statutory wages, etc. are 
curiously excluded. Thus there are glaring inadequacies and 
serious deliberate distortions in the calculation made by the Directo-
rate of Economics and Statistics under the comprehensive scheme 
and there is vast disparity between this and the cost as calculated 
by the Government of West Bengal a major jute producing State. 
This situation could be remedied only by strong political will which 
is free from pernicious intluence of industrialists and big traders who 

(vii) 



(viii) 

deploy their money power at different stages to in1luence formula-
tion and implementation of economic policies of the Government in-
tended for the development of rural masses. 

It is hoped that in the light of new awakening in the rural people 
of the country and new policy declaration by the present Govern-
ment such a political will would assert itself for improving the lot 
of poor and marginal farmers. 

NEW DELHI; 
MIl1"ch 3, 1979 
Chllitrll 9, 1901 (S) 

JYOTIRMOY BOSU, 
Chairman 

Committee on Public Undertakings. 



CHAPTER I 

REPORT 

The Report of the Committee deals with the Action Taken by 
Government on the recommendations contained in the Eighth Report 
(Sixth Lok Sabha) of the Committee on Public Undertakings on 
"Jute Corporation of India Ltd.-Government's Unfair Pricing Policy 
for raw jute' which was presented to Parliament on 25th April. 1978. 

Action Taken notes have been received f!'om Government in 
respect of all the 21 recommendations contained in the Report. 

The Action Taken Notes on the recommendations of the Com-
mittee have been categorised as follows:-

(;) Recommendations/observations that have been accepted 
by Government: 
S'erial Nos. 4, 14, 15 and 20. 

(ii) Recommendations/observations in respect of which Teplies 
of Government are not satisfactory:-

Serial Nos. 1, 2, 3, 5, 6, 7, 8, 9, 10, 11, 12. 13, 17; 18 and 19. 

{iii) Recommendations/observations in respect of which final 
replies of, Government are still awaited; 
Serial Nos. 16 and 21. 

The Committee will now deal with Action Taken by Government 
'On some of the recommendations. 

Cost of production of raw jute 

Recommendations at SI. Nos. 1, Z, 3, I aDd 7 (Paragraphs 18, ., 180, 
183 aDd 1M) 

The Committee were astonished to find that as against 1974-75 
cost of production of triding RB. 116.47 per quintal in West Bengal, 
supplied by the Directorate of Economics and Statistics and relied 
upon without any further up-dating by the Agricultural Prices 
Commission in formulating their recommendations for a minimum 
statutory price for 1977-78 season, the true and real cost of produc-
tion (as in 1977-78) turned out to be Rs. 344.34 per quintal (excluding 
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the by-product). The reading of the Committee was that this was a 
case where the Economics and Statistics Directorate made out a. 
grossly under-est'mated costing c:hart covering production of jute, 
by omitting various important items and at the same time reducin& 
the actuals in many other items to unimaginably low levels. 

In reply to the above observation of the Committee the Wnistry-
of Agriculture have inteT 4!i4 stated that (i) the data on cost of pro-
duction Of crops including raw jute, are being collected under the 
Central Scheme 'Comprehensive Scheme for studying the Cost of" 
Cultivation of Principal Crops·. This scheme was recommended by 
the Standing Technical Committee on Indices of Input Costs; set up 
by the Government of India in 1967, and is in operation since 1970-
71. It was designed to collect data on the cost ~f cultivation/produc-
tion of agricultural commodities on a comprehensive and continuing 
basis according to a uniform set of concepts and procedures. The· 
Scheme is being Implemented mostly through the Agricultural 
Universities in the different States of the country. 

(Ii) the cost,of production of raw jute in the Comprehensive 
Scheme o~ the Ministry of Agriculture and Irrigation. Works out to 
Rs. 116.47 per quintal in 1974-75, Rs. 132.63 per quintal in 1975-76, 
Rs. 138.75 per quintal in 1976_77. So far as the cost data of the 
Government of West Bengal are concerned, the increase is from 
Rs. 179.74 per quintal in 1975-76 to Rs. 197.73 per quintal in 1976-77 
and Rs. 344.34 per quintal in 1977-78. The estimate<\ increase of 74 
per cent in the cost ot prodUction of jute between 1976-77 and 1977-78 
appears to be untenable if judged by the behaviour of the input 
prices during the period. 

(iii) ~ methodology adopted by West Bengal Government for 
estimating the cost of production of raw jute is not free from short. 
comings. While the estimates generated by the Ministry of Agricul-
ture and Irrigatil)n follow a sampling design for selection of villages 
and holdings for the study, the West Bengal Government have selec-
ted the holdings on a purposive basis. The latter approach can often· 
provide biased results. 

(1\'1) the State Government have evaluated the cost of labour both 
family and hired on the basis of the statutory minimum wage rate 
of Rs. 8.l0 paise per day. Under the comprehensive scheme the cost 
Of human labour is computed On the basis of wages which are 
actually paid. to the labourers. 

(v) the Wast Bengal Geve~nt have alIo UMd "llanagement as 
U1 input which has been assessed at the rate of Rs. 800 per month-



a 
per 10 aen!S. This is aver and above the cost of labour input, both 

hired and l)WIled by the family. Under the Comprehensive scheme, 

however, ~he cost of management has not been included. 

(vi) the State Government's cost estimates also include mis-. 

cellaneous expenses and marketing charges whereas the estimates 

hased on the comprehensive scheme, do not separately include 

these items. It has been stated that the marketing expenses are not 

included for the simple reason that the cost of production estimate 

generated under the scheme relate to the cost at the farm stage and 

as such do not include the cost of post-harvest operations. 

The Ministry of Agncultcre have further stated that the estimate 

(If cost of production of jute' gp.nerated by the Directorate of Econo-

mics and Statistics are based on the field data collected by field 

staff working under the guidance mostly of the agricultural univer-

sities and these are neither manipulated nor depressed by the Direc· 

torate. 
It has been stated tha~ for assessing the impact of variations in 

the prices of raw jute in the cost of production of jute goods in a 

more detailed and scit-ntific manner, Ministry of Industry have asked 

B.I.C.P. to "ndertake this stUdy. The findings of B.LC.P. would 

be made available to Agricultural Prices Commission. 

It is most distressinf," to note tbat tbe Ministry of Agriculture, 

have not examined the question of bation of price for raw jute In 

the light. of their observatiolls. Indeed, the MInistry of Industry" 

on the recommendations of Agricultural Prices Commission, fb:ed 

the statutory price of raw jute for the year 19'78-'79 as as. 150 ouly 

inspite of the fact tbat tile Report of the Committee 011 the subject 

was In their hands. Invok.!ng a recommendation of the StaDdlng 

Technical Committee on Indk.'f'8 of Inputs Cost, set-up In 196'7 and. 

which was made operational in 1970-71, the Ministry of Induatry, by 

adopting the arguments advanced by the Ministry of Agriculture . 

have tried to justify their past discriminatory actions which resulted 

in the exploitation of the rural poor. It is most unfortunate to 

note that for calculatiun of cost of agricultural produce (in this eue . 
raw jute) in the hands of farmers, the cost of items like managerial 
functions, miseeIlaDeous eltpellllel, marketing charges, minimum 

statutory wages etc., are being excluded while these very items are 

prominently included in determining the cost of procluctiOD of in-

dustrial goods. 
The most distressing aspect of this cUserfminaUon is that It Is 

BOught to be given a colour of rationaUty throoP spoDIOftd reeom-
mendationB of Government Committees and CommiMioDa. Tbis 

bas been continued to be perpetrated on the toDine miI- . 



'lions for sueb loq time even after Independence. The Cemmittce 
:feel tbat this situation eouId be remedied only by strong politkal 
-will which is free from pernicious iDSuenee of indUlltrialists and big 
vaders who deploy their money power at different stages to influence 
formulation and implemenhtion of economic policies of the Govern-
-ment intended for tbe development of rural masses. The Committee 
trust that in the light of new awakening in the rural people of the 
'country and new policy declaration by the present Government such 
11 political will would assert itself for improving the lot of poor and 
"marginal farmers. 

As regards the "lew expressed by the Mtnlstry that the metho-
-dology aaopted by the West Bengal Government for estimating the 
-eost of rroductlon of raw jute Is not free from shortcomings, the 
'Committee Jail to understand as to why the Directorate of Econo-
mics and 'Statistics did not think it fit to take up the matter with the 
Government of West Hengal carHer. The Committee are firmly of 
the view that the statutory minimum wage has to be taken into 
;account while fixing the price and that unless this is done, the far-
mers would not have the capacity to pay wages at that rate to the 
'labourers engaged by them. Secondly, imputed management cost 
should also De a factor to be rackoned with. Thirdly, there is no 
reason why expenses incurred in tranSlJOrtIn, the raw jute upto the 
,primary market should be excluded. ThIs bulicates how the price 
,fixed earlier did not reprl'sent the real cost of raw jute. 

The C'ommittee, therdor~. reiterate their earHer observations 
llDd stress that the cost of rultlvatlon as calculated by the Govern-
ment of West Bengal should be the basis for ftDnc the minimum 
price by the Ar:r1cultural Prires Commlslllon and that In future the 
]Irlce should lJe fixed having due repnI to the above mentioned 
basis. 

Fi.Tation at Minimum Statutory Remunerative Price fOT Raw Jute 

"Becommendation Serial No.5, 8, I. U and II (Paragraphs IO%, los. 
lJI6. 188 and 1'7. 

The Committee strongly recommended that the minimum statu-
tory remunerative price for raw jute should in no case be fixed below 
Rs. 447.64 per quintal (1977-7£.). This amount included the cost of 
cultivatIOn as ascertained by the Agricultural Department of the 



Government of West Bengal plus a return of 30 per cent to the· 
growers as S\lgl~ested by reprt1lentatives of West Bengal. The Com-· 
mittee also recommended that this price should apply only to the 
bott-lm grade of jute and for higher grades sufficient incentive should. 
be given in tne si;ape of higher prices to the growers. 

In reply to the avove recommendation, the Ministry of Agricul-· 
ture have inte'r alia stated as follows:-

"Under the Comprehensive Scheme, all paid-out costs in cash 
and kind as ah:o the rental value of owned land, imputed' 
value cf family lab:JUr, depreciation on implements and' 
farm buildings and interest on fixed capital are taken' 
into account in computing the cost o~ cultivation. The -
element of return to the farm to a large extent, is already 
built in the cost exercise. The Ministry of Agriculture 
have stated that tre procedure adopted for estimating 
the cost of producti(·n is uniform for all the crops and the 
proposal to rai<;e the cost of production by 30 per cent to· 
arrive at a 'remunerative minimum support price' would 
not be justified in rdation to a single crop of jute." 

The Mmistry have further stated that since an average cost of 
production for a State is supposed to be representative of all varie-
ties of grades of jute grc,wn in the State, it would be an over-esti--
mate of the cost of production if the estimate so generated is taken 
to be repre~entatjve of the bottom grade jute only. 

The Agricultural Prices Commission have given the following 
comments in regard to the fixation of minimum price for raw jute-
at Rs. 447.64 per qujntal,-

"Bnt this apart, even if this estimate is taken at its face value, 
can the minimum support price of jute be pitched at this 
or higher level? It may be useful to ponder over the con-
sequences for the economy, especially that of jute. if this 
were done." 

The Committee are not at all satisfied with the reply of Govem-· 
ment. In regard to nl~ln, tbe cost of pred.etIoa by 30 pel' eeat to· 
arrive at remlmel'8tive support price the Committee, particularly, 
wish to poiDt out that it daotIld be COIlsidered In the 14ht of the risk_ 
Involved in tile ealtivatioD of jute ariaing out of cIrouchts and 800da 
whicb are a common pbeDOifteDOIl, '!'bey also stress that tbe priefo-
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should apply ouly to the bottom grade of jute 110 that tllere is DO 
scope for exploitau.. of growers by manipulatiDg (I'Ilutioo in the 
event 01 SIlIJPOrt price ireing fixed for aUd-p:Me. 

'WbIIe 'peaderiDc over' the eonsequenees for the eeoDomy in 
fixing the remunentlve prices the ApfealtaraI Priees Commission 
seems to have overlooked the fad that jute industry is known to 
In4alce in widespread under-iDv~ of exports of jute manufa-

,ctares and that "there is coJlliideraltie amomat of malJlnetiee" as 
accepted by the Jute Commissioner. In this connection, the Com-
mlUee would refer tu the widespread vialaUuu of the PEllA and 
tax evasioDS brought out in theil 16th Report (1977-71) on "Eeono-
mie otleaces committed by Jute Trade and "'ustry". They ex-
pected the Government Dot to come forward with web arguments 

. as &hey have done. at least aftN- the presaataUoa of this Report. 

. Effect df P4rice on Production of Raw Jute 
The Committee saw a serious danger of the cultivator of jute 

being forced to ~witch over to other crops, with resultant fan in 
production of raw jute in the years to come, leading to a devastating 
effect (·n the Jute industry, the survival and development of which 
were so essential not only from the point oi view of earning of 
foreign exchange but also f:lr maintaining continuity of employ-
ment for over two lakh wOl'ker~, who were also in a miserable state, 

·direcUy engaged by the industry (paragraph 106). 
TIae ~Uee rqut to note that tile MinIstry of Industry have 

Dot ~vea AllY specific reply to the above observation of the Com-
mittee. It has not been indicated u to how tbe GovernmeDt would 

. eDl1Ue that the cultivator of jute is not forced to switch over to other 
·c .... MUt resal&u1 faU in pro~n cat raw jJUe ill the years to c:_ 'Ilae Committee would await a reply in tbis reprd. 

Directorate of Economics and Statisti,csIAgricu1tural Prices Commis-
sionlMinistry Of Agriculture and Irrigation I Ministry oj Commerce 

BecQJDIDen_tions at Serial Nos. Ie, I!, 17 an. 18 (PHap1lpias 107, 
lot, 115 aDi 111) 

The Committee eJC~eaad a faeliDg of utter distress over the fact 
that as against the true first cost of cultivation of jute of Rs. 344.34 
per quintal in West Bengal, the fixation of minimum statutory price 
had all along been fraudulently taaed on a deliberately depressed 
figure of co.t ot cultivation of about Rs. 116 per quintal. 

The Committee had no doubt that in the entire process of collec-
·tiOD. comp;lation and publication of date ttelating to cost of cultiva-

tion of jute and of fixation and announcement of mtmmum statutory 
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price for raw jute.. all the agencie6 viz. the then StaUstical Adviser in 
the Directorate of Economics and Statistics (Shri Ram Saran-
formerly Member Secntary Of the Agricultural Prices Commission), 
the then Chairman of the Agricultural Prices Commission, (Dr. Dba-
ram Narain), the representatives of the Ministry of Agriculture and 
Irrigation and the representatives of the Ministry of Commerce, 
instead of safeguarding the cause of the improverished agri-
culturists, had acted as the "bitterest enemies" of the poor jute 
growers in that they completely sided with the jute industrialists and 
traders. According to the Committee the role played by them need-
ed to be thoroughly and specially investigated, with a view to fixing 
()f responsibility. 

The Committee looked upon this sort of arrangement as a "dif-
ferent and dangerous category" of economic offence having far 
reaching consequences, and felt that it was the bounden duty of the 
Government to ensure that the commiSSion of such an offence was 
no more allowed to be perpetuated. For this purpose, there was 
imperative need for immediate setting up of a special cell in the 
C.B.I. where a co-ordinated functioning of investigating official, 
economists, sociologists etc. should be organised forthwith. 

In reply to the above observation/recommendation, the Ministry 
of Industry hav st&ted that the observation made by the Committee 
that the Directorate of Economics and Statistics and the Agricultural 
Prices CtDDmjnjon have acted as the bitterest enemies of the jute 
growers in that they completely sided with jute tycoons, is not shared 
by the Ministry of Agriculture in view of the replies given by them 
to earFer rec:ommeDdations. It bas been further stated that the re-
plies given to tile earlier recommendations would clearly sbow that 
the charge of the Committee that deliberate attempt has been made 
by the aeniD!' ofBcers of the Ministry to depress cost of production of 
jute 80 as to harm: the interests of jute growers is unjustifted. There-
fore, there is no ground for instituting an enquiry into the matter or 
replacing the concerned senior officers. 

The Committee have already estabUabed beyOD4 deIIIK that there 
is vast disparity betWeeD the flpres of eOIt of euWvatioD as eal-
eluted by the GoVenuDeDt of West BeDpl aDd thoae ea&ru1ated by 
the Directorate of EeoD8ruics lUId statlltlcl and that tile eost esU-
mates &eDel1lted by the Directorate 01 EaoDOIIIIe aad SQatistics are 
1IIU'eaUstle. The CommIttee have also voJaW out &iarlD&' iJwIe. 
qaacies aDd serious deli1.ente diAortiollll ill the c:alealatioDa macle by 
the DIrectorate of Emaomics aDd StatWlcs lillilei' tile Comprehm-
me Scheme. 
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Tbe CtNn-h*ee Jane fuiIIer obIerved that wIdIe bID&' the price 
of jute, tile Apieultural Prices Commiuiea reIietI _ the cost of 
produetioa 8cuns muipalated and depre.ed in a pbumed lII&DDer 
which IUDOWlted to eoUasion with the Directorate of Economies and 
Statistics in order to Berve the interests of the jute industrialists.. 
The matter therefore needs to be thoroughly investigated witIa a 
view to takinc dnstie aeti_. 

Tbe Committee, furtber _ish to reiterate that there is Imperative 
need for a special cell iD the C.BJ. to have a coordiDated fuaetioD-
ing of investigating oftieia1s, ec:onomists. sociologists etc., for preven-
tion of economic oirent.'CS. 

Nationalisatil)Jt of Ju.te and Ju.te Goods Export TTade 

Recommend.tion at Serial No. 13 (Paragraph 110) 

The Committee strongly felt that one of the real solutions to the 
problem lay in the nationalisation of the entire jute and jute goods 
export trade. 

In reply to the above recommendation, the Ministry of Industry 
have stated as follows:-

"It is true tI-.at the jute industry has not been managed in an 
ideal manner during the last decade. The profits. which 
accurued to the industry, were not ploughed back for the 
purpose of renovation and modernisation of. the industry 
which could have brought about cost reduction to a sub-
stantial extent and made the industry competitive vis-a­
via synthetie& in the overseas markets. Because o~ appre-
hension of large scale manipulation in the purchase of 
raw jute by tile mills as also over/under inVOicing, repre-
sentations have been voiced from time to time for nationa-
Iiation of jute industry. 

Nationalisation of such a huge industry like jute industry, 
whose problems are admittedly diverse and complex, re-
quires considerable preparatory action. A heavy investment 
would be Immediately necessary from the side of the 
Governmt'nt to give effect to such a programme. In the 
present state of our economy, it is doubtful whether in-
vestment of such an order would be forthcoming. Second-
ly. huge organisational infrastructure would have to be 
built up to meet the various problems inter-linked with 
such nationalisation of the industry. Government does 
not have the machinery to take over and run an industry 
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of this size nor would the resources position permit 
nationalisation at present. The capital base of the indus-
try has been eroded substantially and our immediate con-
cern is to maintain exports at the existing levels in order 
to keep the industry going. It is therefore, felt that any 
disturbance of the status quo at this stage will not be, 
perhaps, in the interest of the industry and therefore of 
the labour." 

The Committee nre amazed at the above reply of the Government 
-as they had not recommended the nationalisation of jute industry 
as such. They had recommended the nationallsation of jute and 
jute goods export trade only. 

The Committee reiterate their eulier recommendation and stress 
1hat the nationalisatJon of jut.e and jute goods export trade is the 
oCInly way In which rural poor could be saved from much exploita-
tion and total ruination. A judicious step in this regard will not 
only save the rural poor but it will save the industry at the same 

'time. . " " 

-4571 L.S.-2 



CHAPTEB D 

BeeommendatioDS that have 'been accepted by Govemment 

Recommendation No. " 

The Committee are also positive that there is imperative need for 
stepping up the pace of collection and processing of the data pertain-
ing to cost of production so that the figures collected and compiled by 
the State Governments in this regard relate to the immediate past. 

(Paragraph-10l)· 

Reply of the Government 

The Ministry of Agriculture have stated that though the cultivation 
of jute crop is over by the end of AugustjSeptember, the field data 
bave to be collected for the entire agricultural year before these-
could be tabulated, processed, analysed and cost estimates generated 
for the crop. There are many items of cost which require to be ap-
portioned among the various crops grown on the cultivator's holding 
and therefore, the entire crop economy is studied for the whole agri. 
cultural year. Besides, processing of the field data reve8.ls, in many 
cases, discrepancies and inconsistencies for which references have to 
be made to the IImplementing Agencies for clarification and reconcilia-
tion. All these steps take time. Thus, there is an inherent time-lag 
between the collection of data and ultimate generation of cost 
estimates. A close consideration is already being given to the pro-
blem of cutting down the delays and reducing the time lag in bring-
ing out the cost of production estimates. 

[Department of Industrial Development O.M. No. 2O(16)78-Jute 
(IT) dated 15-12-1978.] 

Recommendation No. 14 

The Committee are concerned to note that there is an unusually 
long time lag of about ten months between the date of submission 
of the Report of the Agriculture Prices Commission and the 
date of publication of this Report by Government, as a result 
of which the farmer knows the minimum statutory price of his pr0-
duct only after most of the jute crop, has already been sold. This.-

10 
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the Committee apprehend, is definitely done at the behest of the 
jute industrialists and jute tycoons. 

(Parcgrllph No. 111) 

~nuneodatioD N~ 15 

As admitted by representatives of the Ministry of Agriculture 
and Industry and also the representatives of the State Governments 
concerned, there is full justification in the demand of the farmers 
that the minimum price for !'aw jute should be made known to them 
well before the time of sowing itself. The Committee accordingly 
recommend that the entire exercise of collection of data of cost of 
cultivation and formulation and announcement of the minimum 
statutory remunerative price should be rescheduled in a manner as 
to enable the announcement of minimum statutory remunerative 
prices for the crop of a particular year at the time of sowing itself, 
that is in January-February of that year. 

(Pa"ll91'oph No. 112) 

Reply of the Government 

The Agricultural Prices Commission submits its reports on price 
policy for raw jute usually in the month of February. The Com-
mission itself has been emphasising the timely announcement of the 
minimum support price for jute, as will be seen from the following 
extracts from its Repprts. 

"14. The Commission hopes that, unlike in the 1967-68 season, the 
minimum prices for jute for the 1968-69 season for Assam BottoDll 
in Calcutta the grade differentials and the derivative minimum 
prices for 'upcountry' markets would be announced before the BOW-
ing conunence". (Report on Price Policy for Raw Jute for the 1965-
Cl9 season, pp.. 6). 

"15. Simultaneously with the announcement on the level of 
minimum price for the basic variety in Calcutta and the grade diiJer-
rentials, the derivative minimum prices for the respective grades 
for the upcountry markets may also be notified. Such announce-
ment of the derivative prices for the uwountry markets at the ap-
propriate time is Of vital importance, since the bulk of the production 
is concentrated around these markets". (Report on Price Policy 
for Raw Jute for the 1969-70 season, pp. 4). 
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"5. The situation brought to the surface once again the weak-
nesses in the existing machinery for lending support to the prices 
of the fibre. The Gove!"llIIlent, of course, initiated several measures 
like relaxation in the control and credi.t against jute stocks and 
announcement of minimum purchase quotas-requiring the mills to 
buy at least specified quantities within specified periods-to offer 
support to the market. But some of these, at any rate, tended to be 
belated and together they proved to be inadequate. In the first 
place, the level itself at which prices were to be supported was not 
known till well after the start of the marketing season. The mini-
mum support prices for raw jute at Calcutta were announced as late 
as August 31, 1971 and the derivative minimum prices for the up-
country IIl/ft"kets even latter in mid-September. The Jute Corpora-
tion of India started making purchases in Bihar, for example, in 
November about a month after the prices started ruling below the 
minimum support prices. Besides judging by the periods for which 
prices in the different markets ruled below the minimum support 
prices, the combined impact of the measures undertaken was clearly 
inadequate". (Report on Price Policy for raw jute for the 1972-73 
seasoll. pp. 2). 

So far as the data on cost of cultivation is concerned, the posi-
tion has been explained under recommendation in para 101. All 
efforts are being made to cut down the delays in the collection and 
processing of the data so as to make the latest cost estimates avail-
able to the APe with the minimum of time-lag. 

The Government is fully conscioUs of the importance of announc-
ing the statutory minimum prices of raw jute as early as possible 
and all efforts are made towards this end. However, after the report 
of the Agricultural Prices Commission is received, the recommenda-
tions have to be processed. in consultation with the other Ministri.ea/ 
Departments/Organisations concerned and only after receiving their 
views, paper has to be taken to the Cabinet for a decision. 

The maxi.mum time taken in announcing the statutory minimum 
prices after the receipt, of the recommendations of the Agrieultural 
Prices Commission, has been five months and 21 days during 1974-
75. During the current season, statutory minimum prices were an-
nounced within three and a half months of the receipt of the report 
of the Agricultural Prices Commission. All efforts wiJ.l be made to 
cut down delays in the processing of recommendations of the Agri-
cultural Prices Commission. 

[Department of Industrial Development O.M. No. 20(16)78-Jute 
(IT) dated 15-12-1978.] 
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Recommendation No. 20 

The price of Mesta, which is only a variety of jute, should also 
similarly be fixed and these should not be any apprecidable gap 
between the prices of the two. 

(Paragraph 118) 

Reply of the Government 

Statutory minimum prices of mesta are already being fixed on 
the basis of the minimum support of the basic grade of raw jute 
announced every season. 

[Department of Industrial Development O.M. No. 2O(16)78-Jute 
(D) dated 1>12-1978.] 



CIIAPTEB m 
RECOMMENDATIONS WHICH THE COMMITl'EE DO NOT 

DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S 
REPLIES 

NIL 

14 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recommendation No.1 
AB already stated in the earlier report. of the Committee on 

..Jute Corporation of India, one of the important objectives for which 
the Jute Corporation of India was set up was to ensure for the jute 
growers a proper remunerative and fair price for his produce and 
thereby sustain his interest in jute growing and in economic advan-
cement of the country. The Committee note that as an important 
pre-requisite to the achievement of this objective, the minimum 
prices (not remunerative price) of raw jute were put on a statutory 
basis from 1972-73 onwards. The Committee further note that bet-
ween 1972-73 and 1977-78 the minimum statutory price fixed for raw 
jute was increased from a trifling Rs. 100 per quintal to mere Rs. 141 
"per quintal, which comparatively was very much less than the cor-
responding increase in the prices of other important agricultural 
commodities like pulses, raw cotton, oil seeds etc. In view of this 
position and representations made to the Committee by the jute gro-
wers and other eminent persons like Members of Parliament and 
Members of State Legislatures, closely connected with the cultiva-
tion of jute, to the effect that the minimum prices fixed by Gov-
-ernment as also the prices being offered to the jute cultivators were 
most too inadequate and did not cover even part of their cost of 
cultivation, the Commi.ttee have gone in detail into the drills and 
demonstrations (for consumption of the public) gone through by 
di1Jerent concerned agencies of Government viz., Directorate of Eco-
nomics and Statistics (Adviser, Shri Ram Saran), the Agricultural 
Prices Commission (Chairman Dr. Dharam Narain), Ministry of 
Agric;u1ture and Irrigation and the Ministry of Commerce (now 
Ministry of Industry). 

(Paragrczph-98) . 
Reeommendation No.2 

The Committee note that the minimum statutory prices for raw 
jute are determined and announced by the Government on the basis 
of recommendations of the Agricultural Prices Commission (Chair-
man Dr. Dharam Narain) which relies on the flgures of cost of 

15 
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production made available to it by the Directorate of Eoconomics. 
and Statistics (Adviser Shri Ram Saran till recently also Member 
Secretary, Agricultural Prices Commission) in the Mi.nistry of Agri-
culture and Irrigation which in turn passes on the baby of the so 
called work of collection of basic data for the purpose of Agricultural 
Universities in the various jute growing States, where the officers-
in-charge of the scheme of collection of data work only on a part-
time basis (like Dr. Sain in the Kalyani University being paid 
Rs. 200 p.m. for this work). The Committee find that the figures of 
cost of cultivation of jute so collected and processed by these agen-
cies very widely from the figures separately collected by the Agri-
culture Departments of the State Government concemed especially 
West Bengal, by far the largest jute growing State. In view of the' 
glaring inadequacies and serious distortions (created deliberately) 
in the costa of various items included in the calculations for deter-
mining the cost of production, the Comm.ttee had the exercises done 
over again on a selective basis, by the Agriculture Department of 
the Government of West Bengal. 

The Committee were astonished to find that as against the 1974-
75 cost of prodUction of trifling Rs. 116.47 per quintal of jute in West 
Bengal, supplied by the Directorate of Economic and Statistics 
(Adviser Shri Ram Saran, till recently also Member Secretary, 
Agricultural Prices Commission), and relied upon without any fur-
ther up-dating by the Agricultural Prices Commission (Chairman 
Dr. Dharam Narai.n) in formulating their recommendations for a 
minimum statutory price for 1977-78 season, the true and real cost 
of production of this golden fibre (as in 1977-78) turned out to be 
Rs. 344.34 per quintal (excluding the by-product). This figure is 
thrice as much the amount determined by the Economics and Statis-
tics Directorate. The reading of the Committee is that th~ is a 
clear case where the Economic and Statistics Directorate (Adviser 
Shri Ram Saran, till recently also Member Secretary, A¢culturaI 
Prices Commission) whose sole job is to give true and correct reflec-
tion of what an agriculturist spends for production on a particular 
item. made out a grossly under-estimated costing chart covering 
production of jute, by omitting various important items and at the 
same time reducing the actuals in many other items to unimaginably 
low levels (e.g. 71 paise per hectare for cost of pesticides). They 
have, therefore, obviously served the economic interests df the jute 
industrialists and jute tycoons alone h the detriment of the poor 
jute growers. 
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Reply of the Government 

The Ministry of Agriculture have stated that the data on cost of 
production of crops, includi.ng raw jute, are being collected under 
the Central Scheme 'Comprehensive Scheme for studying the Cost 
of Cultivation Of Principal Crops'. This scheme was recommended by 
the Standing Technical Committee on Indices of Input Costs, set up 
by the Government of India in 1967, and is in operation si.nce 1970-71. 
It was desired to collect data on the cost of cultivation/production of 
agricultural commodities on a comprehensive and continuing basis 
according to a uniform set of concepts and procedures. The Scheme 
is being implemented mostly through the Agricultural Universities 
in the difterent States of the country. 

Under this scheme, data on cost of cultivation/product"on of raw 
jute, as also of other crops, are collected from randomly selected cul-
tivators in villages selected according to a uniform sample design. 
Cost accounting method is employed in the collection of field data. 
Data on inputs and output (both ~n physical as well as monetary 
terms) are collected by whole time field-men residing in the villages 
selected for'study on the basis of day-to-day observations and con· 
tact with the cultivators as the various agricultural operations take 
place. 

Cost studies on raw jute were initiated i.n the year 1973-74 in the 
major jute growing states of Assam, Bihar, Orissa and West Bengal. 
In West Bengal, the field work under the Scheme has been entrusted 
to the Bidhan Chandra Krishi Viswavidyalaya, Kalyani, who are res· 
ponsible for the collection of data at the field level as well as its 
supervision, scrutiny and compilation. All the staff engaged in the 
collection, compilaticln, supervision, etc. of field data are full time 
employees of the Scheme. The entire field work is looked after by 
a field officer who is also a full time employee. There is also an offi-
cer-in-charge, who is generally a senior officer of the concerned uni-
vers~ty and is responsible for providing overall guidance to the staff 
appointed for the Scheme. The final processing of the cost data and 
the generation of the final cost estimates, is done by the Directorate 
of Economics &- Statistics. The cost estimates generated by the West 
Bengal Government are under a Scheme of their own. 

Lasting their judgement on the cost estimates of raw jute generat-
ed by the West Bengal Government, the Committee bas observed 
that the Directorate of Economics and StatistQ have deliberately 
manipulated the cost of cultivation at about Rs. 116 per quintal for 
1974-75 as against Rs. 344 per quintal for 1977-78 "calculated on a 
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scientific basis by the Government of West Bengal, by far the largest 
jute-growing State". 

A comparative statement on the Cost estimates generated under 
the comprehensive Scheme and those generated by the West Bengal 
Government is given ~n Annexure I. The cost of production of raw 
jute in the Comprehensive Scheme ot the Ministry of Agriculture 
& Irrigation Works out to Rs. 116.47 per quintal in 1974-75, Rs. 132.63 
per quintal in 1975-76, Rs. 138.37 per quintal in 1976-77. So far as 
the cost data of the Government ot West Bengal are concerned, the 
increase is from Rs. 179.74 per quintal m 1975-76 to Rs. 197.73 per 
quintal in 1976-77, and Rs. 344.34 per quintal in 1977-78. The Minis-
try of Agriculture have stated that the estimated increase of 74 per 
cent In the cost of production of jute between 1976-77 and 1977-78 
appears to be untenable if judged by the behaviour of input prices 
during th·e period. 

As will be seen from the Annexure I, the cost of cultivation per 
'hectare based on West Bengal Government's data shows very large 
increase from Rs. 3898 in 1975-76 to Rs. 5874 in 1977-78, while the 
yield per hectare has shown a decline from 17.9 quintals per hectare 
in 1975-76 to 15.56 qUintals per hectare in 1977-78. The extent of 
escalation in lOme of the cost items is illustrated In the following 
table. 

--- -, -----------,---
Ite .... 

D<-predation 

Jnterelt on fixed capital (indudilllf land) 

, Management 

Miscellaneous expe .. _ 

MarketiDi chargn 

RI. per hectare Extent of 
------ escalation 

'975-76 '977-78 (per cent) 

54'54 128'44 '!5 

!7"· 57 '541.5° 

"jO'·39 •• 86·08 

12·79 53·72 

g .• , 220·59 

The Ministry of Agriculture have pointed out that the methodo-
logy adopted by the West Bengal Government for estimating the 

, cost of production of 'raw jute is also not free from short-comings. 
While the estimates generated by the Ministry of Agriculture & Irri-
gation follow i sampling design for selection of villages and holdings 
for the study, the west Bengal Government have selected the holdings 
on a purposive bam. The latter approach can often provide biased 
TesultS. Further, the State Government have evaluated the cost of 
labour-both family and bired-on the basis of the statutory mini-
mum rate of Ra. B.I0 paise per day while under the Comprehensive 
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Scheme the cost of human labour is computed on the basis of wages 
which are actually paid to the labourers. 

The West Bengal Government have also used management as an 
input which has been assessed at the rate of Rs. 800 per month per 
10 acr~s. This is over and above the cost of labour input. 
both hired and owned by the family. The Standing Technical 
Committee o~ .Indices of Inputs Costs. set up by the Gov-
.~ent. of In~a m February, 1967, considered, inter-4li4, the ques-
tion of 1IIl~utation of managerial allowance in estimating the cost 
oi production of agncultural commodIties. The Committee expres-
sed the view that it . 'does not consider it necessary to make a sepa-
rate provi~ion for managerial allowance. Any profits, earned by the 
farmer over and above the normal cost would represent the com-
pensation for mam,ge:'i31 responsibilities". The National Commis-
sion on Agriculture also considE'red this question. It observed. in 
its interim report on Agricultural Price Policy (February, 1975) that 
. 'in '10 far as the managerial CJSt is considered, the bulk of the land 
ownE'rs will be managing not very large holdings particularly, after 
the enforcelnent of thE' leg31 provisions relating to land reforms_ 
When the cultivators is Ilimself the manager, there is no separate 
maIla~emeilt cost. His income after deducting all relevant costs 
inclllciillg '.rnputed cost of his labour, would, in fact, be a return to 
his managerial function. No special allowance, therefore, need be 
made in tne cost on this account, when it is not actually incurred 
by the hired managers'. As such the cost of management is not 
inciuded in the costing chart under the Comprehensive Scheme. 

The Shte Government's co!'t estimates also include miscellaneous 
expenses and marketing charges. The ,estimates based on the Com-
pre:lensive Scheme, do not separately include these items. It may 
be mentioned that under the Comprehensive Scheme the total cost 
rel&tes to !tIl the expenses mcurred by the selected cultivators, 
whether ~hese are in the nature of actual expenses in cash or kind 
-(on fertilisers, insecticide, hired labour, etc.) or imputed. (on 
famIly lai>our rental value of owned land, interest on owned capItal), 
Th!! Mini&try of Agriculture h'lve pointed out that as regards mar-
ketinll exoenses, these are net included for the simple reason that 
-the cost ,.,f production estimates generated under the Scheme relate 
to thE' cost at the farm st3gC and as such do not include the costs 
of post-harvest operations. 

While formulating its recommendations on price poli~ f.or ra~ 
jute for tnt' 1977-78 se&S011, the Agricultural Prices ComJ~l1SSI0P dId 

., hat . ht have occurred In the cost e<l'1SlOer tne pOSSIble changes t mIg 
.of cu1tivl'ti~n of raw jute subst'quent to 1974·75, as would be seE'n 



20 
from the .following observations of the Commission in its Report OIl' 
Pnce Poky for Raw Jute for the 1977-78 Season: 

.. As variations in input prices since 1974-75 do not suggest 
that the cost of production would have undergone any 
appreciable change over this period, the existing support 
price 0' Rs. 136 per quintal for W-5 grade of jute in 
Assam, and even mor.. so, the weighted average of the 
IIUpport prices for different grades of jute for the different 
markets, would SE:em to be comfortably above the cost of 
production of the fibre." (pp. 6-7 of the Report). 

For t'H: Commission's Report on Price Policy for the 1977-78 
Season, Ine State Government of West Bengal had given a figure 
of Rs. 11>3.92 per quintal as cost of production of jute for 1976-77 
and it was indicated that this figure was estimated by the State 
GfJvernm",nt, keeping the physical inputs same as in 1973-74. The 
estimate of RB. 344.34 per quintal as cost of production of jute for 
19T1-78 crop was not made available to the Commission by the State 
G')VE'I nment at the time of its recommendation on the price policy 
for j\lte for the 1977-78 season. For the Commission's report for the 
19'/B-79' season, the State Government had, in the first instance, given 
a tlgurt! of Rs. 197.73 per qL.intal for cost of production of jute for 
th~ 1976·77 crop. SubsequE'ntly, the State Government supplied to 
thE' Commission the figure oC Rs. 344.34 per quintal as estimate for 
1977-78. The observations of the Commission on the above men-
tioned Estimate of cost of production supplied by the State Govern-
ment are reproduced below from its Report on Price Policy for 
Raw jute for the 1978-79 season, 

.. ~ hile according to this source, the cost of production of a 
quintal of jute in West Bengal, which generally shows 
the highest cost among the jute producing States, is 
Rs. 132.63 the estimate for 1976-77 made available to the 
Commission by the State Government places it at 
Rs. 197.73-. It is true that the two estimates relate to' 
different years but the disparity is so large that it eludes, 
for the most part, ail explanation in terms of variations 
in inputs prices. Focl1lSing on the value of human labour 
which accounts for a (,'onsiderable proportion of the total 
cost, the main explanation for the disparity is found to lie 
in the fact that whereas under the Comprehensive Scheme 

-The State Government has further IUpplied for 1977-78 a cost 
eatlmate of Ra. HU4 per quintal. 
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this . mput is valued at the prevail' 
estimates supplied by th G mg wage rates, in the 
h e overnment of West B I' as been valued at the m' . enga, It 
State G:lVernment The ~:~mum wage notified by the 
available to the C~mmission :h~: ~::t at~Ual wage rates 
prevailing in the selected centres in th e. aVt erage ~ge 
dist . ts f h e JU e growIng 

rIC . 0 t e St'ite in 1976 was close to that under-l in 
the estimate generatE'd under the Comprehensive SCh~m! 
and was only around 52 per cent of th " T'. e mInImum wage. 

h.e . difference mdeed is so sizeable that it raises some 
pertInent questIOn ........... (pp. 4-5 of the Report) . 

. '7. Since in the costing fnr other crops. human labour input 
is valued at the prevailing wage rate, should jute be treat-
ed on a different plane? Further, while there can be no 
two opinions that the lot Of the agricultural labourers as 
well as of the jute growing families needs to be improved, 
the question is: how for this can be achieved through an 
increase in administered prices and how far through an 
expansion in the opportunities for productive employ-
m~nt which may cnable agricultural labourers to realise 
in fact a better wage. and through increases in the pro· 
ductivity of jute cultivation which may yield larger in-
comes to the growers of jute from the lands they culti-
vate? The question becomes particularly important con-
sidering that the lat~st estimate supplied by the Govern-
ment of West Ben~al for 1977·78 places the per quintal 
cost of production of raw jute at Rs. 344.34 per quintal. 
This represents an increase of 74 per cent over the esti-
mate emanating from the same source for the preceding 
year; an escalation of this order finds little support in the 
behaviour of input prices ........ " (pp. 5-6 of the Report). 

[Department of Industrial Development O.M. No. 2O(16)7B-Jute 
(II) dated 15-1'2-1978.] 

Recommendation No.3 

III VlE'W of the vast disparity between the figures of genuine cost 
«)f cultivation as calculated by the Government of West Bengal and 
the depressed and manipulated figu'!'es as calculated by the Directo-
rate of Economics and Statistics, the Committee require that the 
entire exercise of calculation of data relating to cost of cultivation 
of jute should be exclusively left to the State Governments con-
~E'med. who are the people on the spot and who are answerable to 
the at'tu'l} growers of jute in their respective States. The Central 
<'n>vernment should be responsible only for coordination and im-
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mediate announcement of minimum statutory price, which has to be 
remuneratIve. 

(Paragraph 100). 

Reply of the GoV8I1lDIeDt 

The fixation of price policy is of national importance and calls 
for a coordinated approach. If all the State Government conduct 
studies and culculate the cost of production of the difi'erent crops on 
their own, it is most likely that there would be wide variations in 
the concepts. difinitioDS and the methodology used by them in the-
collection/processing of the data. This would make the task 
of formulating appropriate pricing policy at the national level 
a difficult one. The Standing Technical Committee on Indices 
of Input C~sts, set up by the Government of India in 1967, thoroughly 
exsmined this question and recommended that the work under the 
Scheme in different States may be entrusted, as far as possible, to' 
non-official agencies such as Agricultural Universities and Agro-
Economic Research Centres in the various States. The Agricultural 
Universities in the country are institutions having the necessary 
expertise in the field and are considered to be the most appropriate 
agencies for collecting these types of statistics. Further, the hold-
ing-wise data as well as State level estimates of cost of cultivation! 
p.oduction, based on the Comprehensive Scheme, are made availa-
ble to the state Governments concerned and their views are taken 
into consideration before finalising the cost estimates. Thus, there 
exists. even In the present situation, a coordination between the 
::;tllt~ Governments and Government of India in the matter of finalis-
in~ the estimates of cost of c.;.ltivation/production of the different 
c!'oos hE-ing studied under the Comprehensive Scheme for Studying. 
the Cost of Cultivation of Principal Crops. 

[Department of Industrial Development O.M. No_ 20(16)78-Jute 
(II) dated 15-12-1978.] 

Recommendation No. 5 

According to the calculations made by the Government of West 
Bengal, by far the largest jute growing State, the average cost of 
cultivation of raw jute in that State (including the cost of reaching 
primary marftt) in 1977-78 worked out to Rs. 344.34 per quintal 
(excluding cost of by-product). The Committee therefore, strongly 

recommend that the minimum statutory remunerative price for raw 
jute should in no case be fixed below Rs. 447.64 per quintal (19T7-78)_ 
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This amount includes the cost of cultivation as ascertained by the-
Agriculture Department of the Government of West Bengal, by far 
the largest jute growing State, plus a return of 30 per cent to the 
growers as suggested by the representatives of the West Bengal 
Government when the:v tendered evidence before the Committee. 
The committee are in full agreement with the spokesmen of the jute 
growing States that a remunerative price would mean true cost of 
production (including reaching primary market) plus 30 per cent 
return to the growers. The Committee also recommend that this 
price should apply only to the bottom grade of jute and for higher 
grades sufficient incentive should be given in the shape of higher 
prices to the growers. 

(Paragraph 103)· 

Reply of the Government 

The reason for variation in the cost estimates furnished by the 
Government of West Bengal to the Committee on Public Undertakings 
has been dealt with in detail in reply to the recommendations in 
para 99 of the report of the Committee. Under the Comprehensive 
Scheme, all paid-out costs in cash and kind as also the rerttal value 
of owned lapli, imputed value of family labour, depreciation on im-
plements and farm buildings and interest on fixed capital are taken 
into account in computing the cost of cultivation. The element of 
return to the farmer to a large extent, is already built in the costing 
exercise. The Ministry of Agriculture have stated that the procedure 
adopted for estimating the cost of production is uniform for all the 
crops and the proposal to raise the cost of production by 30 per cent 
to arrive at a "remunerative minimum support price" would not be· 
justified in relation to a single crop of jute. 

The Agricultural Prices Committee takes into consideration, inter-' 
lilia, the Cost Concept of the cost of production while formulating its 
views on the level of minimum support prices. Cost-C is the most 
comprehensive cost; it covers all items of expenses of cultivation as 
also the imputed value of inputs owned by the farmers such as the 
rental value of owned land and interest on owned fixed capital. The 
:Ministry of Agriculture have further stated that in assessing the 
margin between the administered prices and the total cost (Cost-C), 
it is, therefore, important to note that the latter already contains a 
return on the investments in fixed capital and land, any attempt to 
build this return again in the margin of the administered price, over 
and above the total cost, would amount to double counting. 

As regards the fixation of the minimum price for raw jute at 
Rs. «7.M per quintal on the basis of the cost estimate of Rs. 344.34" 



24 

per qUintal of raw jute, the Commission's remarks in its Report on 
Price Policy for Raw Jute for the 1978-79 season are relevant . 

.• . . . . But this apart, even if this estimate is taken at its face value, 
can be minimum support price of jute be pitched at this or higher 
level? It may be useful to ponder over the consequences for the 
economy especially that of jute, if this were done". (Page 6) 

That apart, since an average cost of prodUction for a State is 
supposed to be representative of all varieties of grades of jute grown 
in the State, it would be an over_estimate of the cost of production 
if the estimate so generated is taken to be representative of the bottom 
grade jute only. The appropriateness of the level of the minimum 
support price for any particular grade and variety can be adjudged 
by comparing a valid estimate of cost in respect of any State with the 
weighted average of the corresponding minimum support prices for 
the different varieties and grades of the crop grown in that State. 

[Department of Industrial Development, O.M. No. 20116178-Jute 
(II) dated 15-12-1978.] 

Rec:'lJIlmendation No. 6 

At the level of the Agricultural Prices Commission (Chairman 
Dr. Dharam Narain) also the Committee are astonished to find that 
while fixing the price of jute, the Agricultural Price Commission 
(Chairman Dr. Dharam Narain) relied on cost of production figures 
manipulated and depressed in a planned manner, which amounted to 
collusion with the Directorate of Economics and Statistics (Sbrl Ram 
Saran. Adviser, till recently also Member Secretary Agricultural 
Prices Commission) in order to serve the unholy financial interests of 
the jute industrialists and jute tycoons at the cost of poor jute 
prowers. 

The Agricultursl Prices Comm'ssion have tried to justify their 
action under the garb of utterances like "overall needs of the ec0-
nomy", which have not been spelt out. In taking into consideration 
the so called "balanced and integrated view of the matter and the 
overall needs of the economy", the Agricultural Prices Commission 
does not appear to have given any serious consideration towards the 
genuine needs of the cultivators of jute. 

The Agricultural Prlces Commission have also claimed before the 
Committee that consultations are made by them with the State Gov-

-errunent concerned before finalising their recommendations in regard 
10 the minimum statutory price for raw jute. A true indication of 
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what exactly happens at such consultations has been provided to the 
-Committee during evidence of a very senior officer of the Government 
>of one of the leading jute growing States who stated before the 
,Committee:-

"We recommended a rock bottom price because we knew what 
the prevailing minimum price was and we knew also that 
if we recommended a much higher price, it would not be 
a possibility of being accepted. Even if we had recom-
mended a price of Rs. 200, the support price declared by 
the Government of India later would not have been more 
than what it turned out to be. I am quite definite about 
that." 

(Paragrapn-l03) 

Reply of the Government 

The Ministry of Agriculture have stated that the estimates of cost 
-of production of jute generated by the Directorate of Economics and 
Statistics aore based on the field data collected by field staff working 
'under the guidance mostly of the agricultural universities and these 
-are neither manipulated nor depressed by the Directorate. 

The A~ricultural Prices Commission is not a primary data collect-
ing agency. From its inception it has been in favour of obtaining 
-cost of production data collected and analysed on a scientific and 
uniform basis for different agricultural commodities in different part~ 
'of the country. In its Report on Price Policy for Kharif Cereals fOt 
the 1965-66 season, the Commission observed that it "would have 
liked to use estimated cost of cultivation as a guiding criterion for 
determining the minimum price, but there are many gaps in the 
available farm cost data. The Commission would like to emphasise 
that it is essential that immediate steps are taken to collect reliable 

.and comprehensive data so that a scientific guidance for detennining 
the minimum prices becomes available as quickly as poSSible." (Page 
2). A Standing Technical Committee on Indices of Input Cost was 
set up in 1967 under the Chainnanship of Dr. Ashok Mitra, the then 
Chairman, Agricultural Prices Commission to provide necessary gui-
. dance in organising the collection of data on indices of input costs 
and cost of production surveys on an integrated basis. 

Th" Standing Technical Committee on Indices of Input Cost sub-
. mitted its first report in November, 1976. The Standing Technical 
'-Committee recommended inter-alia that a Comprehensive Scheme 
~!lOuJd be introduced for studying the cost of Cultivation of Princi-
pal Crops on an All-India basis. The Government of India decided 
in 1961.'! to launch the Compr!:he!1s1ve Scheme for studying the cost 
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of Cultivation of Principal emps. The results from this Scheme' 
have started becoming available to the Commission only recently. 
While formulating its views on the level of Administered prices for" 
any clop--jute, in the present case-the Commission examines the-
estimates of cost of production as made available by the Directorate 
of Economics and Statistics, Ministry of Agriculture and Irrigation 
on the bui8 of Comprehensive Scheme for Studying the Cost of 
Governments. It may be mentioned that the Comprehensive Scheme-
Governments. It may be mentioned that the Comprehensive Schem 
generates estimates based on the scientifically designed surveys 
involving representative sampling and cost accounting method for 
collection of data in Tespect of input and output. 

Since the estimates of cost generated under the Comprehensive 
Schem<!s for Studying the Cost of Cultivation of Principal Crops 
relate to a. past year, the time lag differing from crop to crop and: 
State to State. information on possible changes that might subse-
quently occurred therein is taken into at:count. 

The cost estimates, generated under the Comprehens:ve Scheme, 
do not pertain to any particular grade or variety of the crop in ques-
tion but represent the average cost of different grade and varieties 
produced in a State. The appropriateness of the level of the mini-
I:'Jum support price for any jJarticular grade/variety has, therefore, 
tn bP seen by comparing reliable estimates of cost in respect of any-
State with the weighted average of the corresponding minimum 
SUPP9rt prices for the different varieties/grades of the crop in that 
State. 

Filially, it may be stated that the Commission is a recommenda-
tory body and recommends the administered prices for agricultural 
commodities including jute. The actual price policy is decided upon: 
by the Government. While formulating its recommendations on the 
pricE' policy for major agricultural commodities, including jute, the-
Agricultural Prices Commission works within the broad frame-work 
or its terms of reference (Annexure II). 

In deciding upon the price policy for any crop. the Commission' 
takes a comprehensive 100 per cent at the entire crop economy, and 

.. considers, inter alin, the available estimates of average cost of pro-
duction. possible changes in input prices. international aspects ana 
changes effected in the admini5tered prices for the competing crop. 
The Commission also takes into consideration the changes in the re-
lationship between the prices of jute and paddy and the trends in 
the prices of raw jute and jute products and examines the effective-
ness and the measures taken by the Government to stabilise prices 
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of jute, purchase and sale poli('Y of the Jute Corporation of India 
and its impact on prices received by jute growers, progress of jute 
development programmes in the mojor jute growing States, etc. 
Thus, while due regard is paid to all the relevant factors in arriving 
at its recommendations, the Commission does not adopt any mecha-
nical approach in this connec~ion. 

For assessing the impact of variations in the prices ot raw jute 
on the cost of production of jl,.;te goods in a more detailed and scien-
tific manner, Ministry of Industry has asked BICP to undertake this 
sturiy. The finding of BICP -,vould be made available to Agricul-
tural Prices Commission. 

The terms of reference of the Commission enJoIn it "to advise 
on the price policy of agrieulturC'J commodities with a view to evolv-
ing a balance and integrated price structure in the perspective of 
the overall needs of the economy liJld with due regard to the 
interests of the producer and the consumer." The terms of 
reference of the Commission also provides that the Commission may 
keep in view (i). The need to provide incentive to the producer for 
adopting iMproved technology and for maximising production; (if) 
The need to ensure rational utilisation of land and other production 
resources; (iii) The likely effect of the price policy on the rest of the 
economy, particularly on the cost o~ living, level of wages, industrial 
cost structure, etc. 

The follOwing observation of the Jha Committee on Foodgrain 
Pric~s on whose suggestion the Agricultural Prices Commission was 
set lip would clarify the term "overall needs of the economy". 

" ... Thus. while our terms of reference pertained only to im-
portant foodgrains, we feel that as the Agricultural Prices Commis-
si.c!' would be advising on 3 long-term basis, it is necessary that it 
should be concerned with the p:-ice policy of all important agricul-
tural commodities and not merely foodgrains ." It is desirable that 
the prire policy of all agricu1t'lral commodities should come within 
the pun'iew of the Agricultural Prices Commission, so that a balanc-
ed Rnd integrated price structure can be evolved and the claims of 
the competing crops on limited resources can be resolved in the 
perspective of the overall needs of the economy. , ' , .... " (Page 17). 

[Department of Industrial Development, O.M. No. 20/16/78-
l... Jute(ii) at, 15-12-1978]. 
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BeeolDJDelldation (No.7) 

~he figures relating to international prices of jute manufactures. 
whl(.h f.orm the basis of the viability of the jute industry as put 
forward by the Agricul tural Prices Commission, are supplied to 
the Commission by the Jute Commissioner. The J!ute Commis-
sio!l~r has himself admitted during evidence that in the jute in-
dllstry.-

"There is considerable amount of malpractice". 

Thi~ leaves no doubt that the figures collected by the Jute Com-
misl'Iioner and furnished to the Agricultural Prices Commission are 
not the true figures and might not. therefore, be relied upon in 
the matter of determination of viability of the industry. 

(Paragraph-l04) 

Reply of the Government 

While it is true that th~re are certain malpractices prevailing 
in the marketing or raw jute arid jute goods, but this is true of all 
trade m generaL However, all available evidence collected from. 
JutE' Commissioner's own sources, like the Indian Jute indUstries, 
Nt'w York, State Trading Corl)oration's office in New York, and 
our Consulate office as also the study reports of the World Bank, 
FAO etc., indicate that jute goods are facing stiff competition in 
the international market from synthetic substitutes in terms of 
price. The figures furnished to the Commission by the Jute Com-
missioner about the comparative market prices of jute and equiva-
lent synthetic products in US market were based, according to the 
Jute Commissioner, on reports received from thoroughly reliable 
sources. It is a well known fact that jute industry depends to a 
lan!t' extent on the external markets for its sustenance. The rapid 
ero~ion in export demand in the recent years as a result of acute 
competition from synthetics a!' borne out by the statistics has ad-
versely affected the viability of the industry in general. This has 
manifested itself in frequent closure of mills due to uneconomic 
operatirm for a prolonged penod, unremunerative market prices of 
jutE' goods etc. 

[Department of Industrial Development O.M. No. 2O(16)78-Jute 
(II) dated 15-12-1978.] 

BeeommeDdation (No.8) 

Regarding the examination of the recommendations of the Agri-
cultural Prtees Commission by the Ministry of Industry (Previously 
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the Ministry of Commerce), the Committee regret to observe that in 
spite .of po~nted notes at junior levels on the files of the Ministry, 
that In varIOUS forums includi.ng the Parliament it has been repre-
sented that the minimum price fixed is unrealistic inasmuch as 
cost of production had gone up and the price fixed had no relevance 
to the price of paddy, no serious effort appears to have been made 
at any higher level in the Minmry to take their decisions on the 
reality of the situation. On the other hand, the Committee find 
that though the Ministry of Commerce had, in a note dated 14-5-74 
relating to the 1974-75 seasons come to the conclusion that on the 
basis of a set of circumstances provided during that year, a pricing 
level of Rs. 167.50 per quintal for raw jute was reasonable, the posi-
tion was altered in the very next sentence by stating tnat once a 
level of that nature was statutorily fixed it might be difficult to 
lower the figure if a different set of circumstances so warranted. 

(Paragraph No. 105). 
Reply of the Government 

In the note dated 14-5-1974 recorded in the Ministry of Commerce, 
a price of As. 167.50 per quintal for raw jute was considered reason-
able for the Assam Bottom variety landed at Calcutta. On tliis basis, 
the price of Assam Bottom in the primary markets in Assam worked 
out to about Rs. 135 per quintal. However, taking into ac('()unt vari-
ous policy considerations, the Government of India finally decided to 
accept the recommendation of the Agricultural Prices Commission 
and the price of Rs. 125 per quintal for Assam Bottom in Assam was 
fixed for 1974-75 season. 

[Department of Industrial Development O.M. No. 20(16)78-jute 
dated 15-12-1978]. 

Recommendation (No.9) 

As a result of detailed discussion with representatives of the Di-
rectorate of Economics and Statistics, the Agoricultural Prices Com-
mission and the Ministry of Industry and on the basis of notings In 
the Ministry's file, the Committee have come to the definite conclu-
sion that all those whose opinions matter in the formulatj,on and an-
nouncement of minimum statutory price of raw jute ar.e solely con-
cerned with looking after the interests of ~he jute industrialists and 
jute tycoons, and it is no body's concern to bother about the interests 
of the poor grower so as to ensure him a remunerative pri-ce for 
his survival. In this situation, the Committee see a serious danger 
of the cultivator of jute being forced to switch over to other crops, 
with resultant fall in production of raw jute in the years to come 
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leading to a devastati.ng effect on the jute industry, the survival 
and development of which are so essential not only from the point 
of view of earning of foreign exchange but also for maintaining con-
tinuity of employment for over two lakh workers, who are also in a 
miserable state directly engaged by the industry. The Committee are 
astonished to note that even at the level of the Cabi.net Committee 
on Food and Agriculture, which takes a final decision in regard to 
the minimum statutory price for raw jute, importance has been at-
tached only to the interests of the jute industry, with the result 
that even the legitimate interests of the pOor growers have not been 
cared for. For example, in the matter of fixation of mi.nimum statu-
tory price for the 1976-77 season, the said Cabinet Committee re-
duced Rs. 5 per quintal even from the price recommended by the 
Agricultural Prices Commission and supported by the Ministry of 
Commerce. 

(Paragraph No. 106) 

BeeommetIdatlon (No. 11) 

The Committee need hardly stress that fixation of mini-mum statu-
tory price of jute and other agricultural commodities without taking 
into full consideration the actual cost of production and ensuring a 
fair return on investment has resulted in continued depressioon of 
prices of agricultural products over the years. This has led to fast 
improverishment of the rural areas in the jute growing States most of 
which are in Eastern Zone, and worsening of living conditions ~n the 
vUlages as also the drift of population to the urban areas. The Com-
mittee feel that if the rural economy is to be strengthened and the 
peasants are to be prevented from getting perished, it is imperative 
that the price of jute and other agricultural produc'l:s is fixed realis-
tically in such a manner as would ensure the cultivator a fair and 
remunerative return. 

(Paragraph--108) 

BecollUBeDdation (No. lZ) 

The Committee consider that the Agricultural Prices Commission 
:las no business, unless they had a motive behind this, to go in for 
verification of viabllity of the jute industry, whilst their assignment 
is to acquaint the Government about the fair remunerative price of 
the commodity. It is quite clear to the Committee that the Agri-
cultural Prices Commission (headed by Dr. Dharam Narain) and the 
Economic and Statistics Directorate (headed by Shri Ram Saran) 
were more concerned about the profits of the 'Industry' rather than 
ensuring a remunerative price for the agriculturists. In the opinion 
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«)f the Committee the industry should, in the first instance, be made 
1:0 pay fair and remunerative price for raw jute to the cultivator 
which, as already recommended by the Committee, should not be 
less than Rs. 447.64 per quintal (1977-78) for the bottom grade. 
"'Thereafter if the Government after thorough verification find that it 
is not really possible for the Industry to compete in the foreign mar-
ket, the Government of India may, after fully satisfying themselves 
about the genuineness of the industry's claim, subsidise them suit-
ably, if necessary, to make their products competitive in the interests 
-of export earnings for the country. 

(Paragraph No. 109) 

Reply of the Government 

The minimum support price provides a floor below which, in the 
-event of a glut in the marKet, prices of the crop in question should 
not be allowed to fall and the producer should be assured that any 
quantity of the produce offered by him would be purchased by the 
Price Support Agency at that price. The actual price realised by 
the grower is determined fly the Market prices the lev!!l of which 
could be' regulated through operation of a public sector agency 
-charged with the responsibility of lending support to the prices and 
also for making commercial purchases in the market. The Commis-
-sion has been emphasising on the need for the extension of ambit 
of the operation of the Jute Corporation of India, that would enable 
the farmer to 'l"ealise a fair share of the final price paid by the manu-
facturers. For instance, in its Report on Price Policy for Raw Jute 
ior the 1974-75 season, the Commission observed that: 

" .. _.a mere increase in the minimum support price for-jute 
would not be of much avail unless inadequacies in the 
existing machinery for rendering support to the grower-
highlighted once again by the experience in the current 
yeat'-are expeditiously overcome. In view of the localis-
ed consumption of jute in an around Calcutta and in the 
absence of a geographical dispersal of the processing faci-
lities for jute, the physical bottlenecks of transport and 
storage in respect of the upcountry markets become acute 
particularly in a yeM" of good crop. In fact, as already 
mentioned, in so far as the jute mills in the Calcutta tend 
to concentrate their purchaae& in the nearer markets, it is 
the distant upcountry market!! that feel the brunt of the 
excessive jute supplies of a good crop yetJII'. In order 
therefore to render effective support to the grower, the 

"1 - ~ute Corporation of India should extend the ambit of Its 
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operations and make sizeable purchase in the upcountry 
markets where the need for support is felt most". 

(pages 4 and 6} 

The Commiuion has been laying stress on the need for providing 
adequate funds to the Jute Corporation of India not only for making 
support purchases but also for commercial purchases. In addition. 
the Commission has also recommended that growers should be 
brought into direct contact with the institutional apparatus designed 
for undertaking support operations. 

In addition to laying emphasis on the extension of the ambit of 
the operation of the Jute Corporation of India, the Commission has 
been making r~commendations in !'egard to the improvement in the 
marketing infrastructure, elimination of various intermediaries, re-
ductipn in the margins of the intermediaries, increase in the per 
hectare productivity of the fibre through developmental programmes 
thereby resulting in the reduction in the unit cost of production and 
improvement in the quality of jute, all directed towards increasing 
the actual price realised by the growers and thereby improving his 
sh8!'e in the final price paid by the ultimate consumer for his 
produce. 

While the Commission has been keeping in view the major 
objectives of providing an incentive price to the farmer and hatt; 
therefore, been recommending such changes in administered prices 
as are war!'anted by the aforesaid economic considerations, it has 
been of the opinion that the profitability for the farmer can be in-
creased not only through increases in the prices of his produce but 
also through increases in p!!' hectare yields and reductions in the 
unit cost of production of the agricultural commodities_ In fact, the 
need for exploring the possibilities for reducing the unit cost of pro-
duction either through a reduction in the prices of crucial inputs or 
through measures that aim at a better use of modern inputs or 
~ough the development and adoption of a better technology, all-
fUmes particular importance, given the over-riding imperative for 
maintaining general price stability. The Commission has thus been 
stressing from time to time on measures that would help reduce the 
per quintal cost of production and enable the fanner to derive 
higher real incomes per hectare. At its Report on Price Policy for 
Raw Jute for the 1973-74 Beason, the Commission has observed that 
"fa!' • sustained bettennent of the jute economy, the unit cost of 
production has to be reduced through a technological advance in the 
eultivation of· the fibre. Since, when the need is for increasing the 
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production of jute as well as rice, an excessive reliance can obvious-
ly not be placed on a reshuftling of acreage between the crops, price 
policy can at best be a necessary adjunct to, rather than a substitute 
of, a well-conceived programme for raising productivity per hectare 
across the board". 

That apart, the terms of reference of the Commission, enjoin it 
to study, mter alill, the likely effect of the price policy on the rest 
of the economy, particularly on the cost of living, level of wages, 
industrial cost structure, etc. Also, the demand for raw jute is a 
derived demand depending upon the demand for jute goods in the 
domestic as well as in the international markets. 

The assence of Committee's recommendation is subsidising raw 
jute. Besides other considerations, the financial implications of this 
suggestion make it difficult for the Government to accept. However, 
both the scale and the scope of the operations of the JCI is being 
gradually widened so that the impact of its operations and full bene-
fits thereof reach the growers. For the current season, JCI's plan 
of operations had envisaged procurement of a minimum of 15 lakh 
bales out of which at least 20 per cent was to have been made direct 
from the primary markets so that the presence of the JCT is felt in 
the rural areas among the farmers. This percentage was to be p!"o-
gressively increased in the coming years. The Government of all. 
the jute growing States have been requested to strengthen and ex-
pand the coverage of the cooperative sector which is expected to 
help JCI not only in its procurement operations but in extending 
its primary markets coverage to the maximum extent possible. The 
JCI's operations would not be limited to price support only but would 
extend to commercial purchases as well. 

Against a procurement of 68,000 bales in 1977-78, procurement' 
of the JCI as on 13-12-1978 was over 6 lakh 60,000 bales. As a 
result of Corporation's intervention in the market as a part of its 
commercial operations, the prices of raw jute have ruled well above 
the statutory minimum levels this year. 

[Department Of Industrial Development, O.M. No. 20/16/78-
Jute (II) dt. 15-12-1978] .. 

ReeoDtmendation No. 10 

It is a matter of deep regret that the Ministry of Agriculture & 
Irrigation especially the Directorate of Economics & Statistics. 
(Adviser Shri Ram Saran--.:tm recently als.) Member secretary, 
Agricultural Prices Commission), and the Agricultural Prices Com- . 
mission (Chairman Dr. Dharam Narain) who are supposed to further 
the cause of agriculturists have acted as the bitterest enemies of the-. 
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jute growers in that they completely sided with the jute tycoons 
and opened flood-gate of exploitation by the latter. The Committee 
also are positive that the Commerce Ministry too was wholly an 
abettor in this wfarious game. 

(Paragrll'ph No. 107). 
Reply of the Government 

The observation made in the paragnph that the Directorate of 
Economics & Statistics and the Agricultural Priees Commission have 
acted as the bitterest enemeies of the jute growen in that they com-
pletely sided with jute tycoons, is not shared by the Ministry of 
Agriculture in view of the replies given by them to em:lier recom-
mendations. 

[Department of Industrial Development, O.M. No. 20/16/78-
Jute (II) dt. 15-12~1978] 

Recommendation No. 13 
The Committee, however, very strongly feel that one of the real 

. solutions to the problem lies in the nationalisation of the entire jute 
and jute goods export trade. 

(Paragraph No. 110) 
Reply of tbe Government 

It is true that the jute industry has not been managed in an 
ideal manner during the last decade. The profits, which accrued 

'to the industry, were not ploughed back for the purpose of renova-
tion and modernisation of the industry which could have brought 
about cost reduction to a substantial extent and made the industry 
competitive vis-a-vis synthetics in the oVe!'seas markets. Because 
of apprehension of large scale manipulation in the purchase of raw 
jute by the mills as also over/under invoicing. representations have 
been voiced from time to time for nationalisation of jute industry. 

Nationalisation of such a huge industry like jute industry, whose 
problems are admittedly diverse and complex, requires cbnsiderable 
preparatory action. A heavy investment would be immediately 
necessary from the side of the Government to give effect to such a 
programme. In the present state of our economy, it is doubtful 
whether investment of such an order would be forthcoming. 
Secondly, huge organisational infrastructure would have to be built 
up to meet the various problems inter-linked with such nationalisa-
tion of the industry. Government does not have the machinery to 
take over and run an industry of this size nor would the resOurces 
position permit nationallsation at present. The capital base of the 
Industry has been eroded substantially and our immediate concern 
Is to maintain exports at the existing levels in order to keep the in-
..cIastry going. It is, therefore, felt that any disturbance of the statu. 



35 

-quo at this stage will not be, pe!'haps, in the interest of the industry 
and therefore of the labour. 

[Department of Industrial Development O.M. No. 20(16)78-
Jute (II) dated 15-12-1978] 

Recommendation No. 17 

In conclusion, the Committee cannot help expressing a feeling 
. of utter distress over the fact that as against the true first cost of 
cultivation of jute of Rs. 344.34 per quintal in West Bengal, the 
fixation of minimum statutory price has all along been fraudulently 
based on a deliberately depressed figure of cost of cultivation of 
about Rs. 116 per quintal. As a result, the poor jute grower has 
f!Vf!ry time been giving a pound of flesh with his jute. This big fraud 
has been played upon him by persons in authority at the national 
level. 

From the written material received by the Committee from diffe-
rent sources and the tenor of evidence tendered before them by the 
Statistical Adviser in the Directorate of Economics and Statistics 
(Shri Ram Slrran-till recently also the Member-Secretary of the 
Agricultural Prices Commission), the Chainnan of the Agricultural 
Prices Commission (Dr. Dharam Narain), representatives of the 
Minist!'y of Agriculture and Irrigation and representatives of the 
Ministry of Commerce, (Industry), the Committee have no doubt 
that in the entire process of collection, compilation and publication 
of data relating to cost of cultivation of jute and of fixation and 
announcement of minimum statutory price for raw jute, all these 
agencies instead of safeguarding the cause of the impoverished agri-
culturists, have acted as the bitterest enemies of the poor jute 
growers in that they completely sided with the jute industrialists 
and jute tycoons and thereby opened flood-gate of eXploitation of 
the poor jute cultivator by the jute industrialists and traders. The 
Committee also find that the Cabinet Committee on Food and Agri-
culture, at the material time was also a party. There is, therefore, 
no doubt that the entire machinery was positively working for the 
jute industry and the jute traders' lobby, and in this process many 
palms must have been greased. 

(Paragraph No. 115) 

Beply of the Governmellt 

The position has been explained earlier with reference to the re-
~endation in para 99 of the report. 

[Department of Industrial Development O.M. No. 20(16)78-
Jute (II) dated 15-12-1978] 



Beeommeadation No. 18 

The Committee look upon this short of arrangement as a different' 
and dangerous category of economic offence having far reaching 
consequences, and it is the bounden duty of the Government to 
ensure that the commission of such an offence is no more allowed 
to be perpetuated. For this purpose, there is imperative need for 
immediate setting up of a special cell in the C.B.!. where a co-ordi-
Dated functioning of investigating official, economists, sociologists 
etc. should be organised forthwith. In the commissioa of this 
offence, the role played by the Directorate of Economics and Statistics; 
(With Shri Ram Saran as Statistical Adviser) and the Agricultural 
Prices Commission (under the Chairmanship of Dr. Dharam Narain) 
is conspicuous and needs to be thoroughly and specially investigated. 
with a view to fixing of responsibility and awarding of exemplary' 
punishment to. those found guilty. Pending conduct of such investi-
gations, the top officials of these two organisations must immediate-
ly be 'replaced. In making this observation, better though it may-
be, the Committee are mindful of the fact that 'prevention is better" 
than cure' and if Government is able to prevent commission of this' 
sort of offence, it will prevent many more evils which arise as an 
outcome thereof, including malpractices indulged in by the jute in-
dustry which generate huge amount of black money running jnt<> 
hundfeds of millions of rupees every year. 

(Pa7"agraph No. ] 16) 

Reply of the Government 

The Ministry of Agriculture have stated that the estimates of' 
eost of cultivation/production of jute, as estimated by the Govern-
ment of West Bengal and based on the Comprehensive Scheme, have' 
been fully discussed in reply to recommendation No. 99 of the report. 
The replies given to the earlier recommendations would clearly show 
that the charge of the Committee that deliberate attempt has been" 
made by the senior officers of the Ministry to depress the cost of 
production of jute so as to harm the interests of the Jute grower&-' 
is unjustified. Therefore, there is no ground for instituting an in-
quiry into the matter or replacing the concerned senior officers. 

[Department of Industrial DeVelopment O.M. No. 20(16)78-
Jute (II) dated 15-12-1978] 

Recommendation No. 19 

Coming now to the fixation and announcement of minimum 
statutory price for raw jute on the basis of realistic calculations of "" 
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-the true cost of production of jute, the Committee are positive that 
such a prices has to be remunerative to the jute grower in whose 
survival lies the future of the jute industry which has manifold 
impact on the country's economy and employment potential. From 
this point of view, there can be no two opinions about the fact that 
on the basis of the scientifically collected latest data of the Govern-
ment of West Bengal, the tnIe first cost of cultivation of jute (in-
cluding reaching the primary market) is of the order of Rs. 344.34 
per quintal (1977-78). To this must be added a return of 30 per 
eent to the grower, which has been stated to be only just and fair 
by the !'E'presentatives of the Government of West Bengal which is 
-by far the largest Jute growing State and where the survival of the 
peasantry is very much wedded fo the jute prices. On this basis, 
the minimum price that much reach the hands of the jute grower 
works out of Rs. 447.64 per quintal (1977-78), which the Committee 
strongly recommend for adoption as the minimum statutory remune-
rative price. The Committee are also of the considered and confirm-
ed view that this minimum price should apply to the bottom grade 
()f jute in the primary markets and for better grades, incentives 
should be given to the growers in the form of increased prices. 

(Pa1'ag1'aph No. 117) 

Reply of the Government 

The cost estimates furnished by the Government of West Bengal 
for jute for 1977-78 have been discussed in reply to recommendation 
No. 2 of the report. An addition of 30 per cent over and above this 
-cost of production, for the fixation of minimum statutory price of 
~ute will be altogether unrealistic as already explained in reply to 
'l'ecQJ;(l.mendation No. 5 of the Committee . 

. [Department of Industrial Development O.M. No. 20(16)78-
Jute (II) dated 15-12-1978] 



CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL AWARDED 

Recommendation No. 16 

Another aspect of announcement of minimum statutory price for 
raw jute relates to the markets in respect of which such minimum 
statutory price is aDIlOUDced. In this connection, the Committee 
1Ind that while upto and including the 1973-74 season, minimum 
prices of. jute were announced for Calcutta, the position was changed 
from 1974-75 onwards when minimum prices began to be announced 
only fOl" the up-country markets and not for Calcutta. This was un-
doubtedly done by the authorities concerned in order to help the 
jute indUltrialists and jute tycoons to extend the field of plunder 
at the cost of jute growers. There is ample evidence available in 
the material furnished to the Committee that though the Jute Com-
missioner has been pressing for announcement of the price f<lr Cal-
cutta market also, and the Ministry of Commerce have been sup-
porting that demand, the prices continued to be announced only for 
up-country markets because of opposition from the Ministry of 
Agriculture. This has not surprised the Committee. In 1974-75, 
the proposal for announcement ofi the minimum statutory price for 
Calcutta market was opposed by the Chairman, Agricultural Prices 
Oommission (Dr. Dharam Narain), and the proposal was ultimately 
dropped on the ground that the situation had since changed and the 
market prices in Calcutta Market ruled very high with the result 
that no need was felt to fix the minimum price for the Calcutta mar-
ket. What has astonished the Committee further is the fact that 
in 1976-'77 seasons, even when the prices of raw jute fell below the 
statutory minimum price, the request of the Jute Commissioner f<lr 
announcement of minimum statutory price for Calcutta was not 
taken seriously at the Government level. The reason is not at all 
difBcult for the Committee to understand. 

Both the Managing Director of the lute Corporation and the Jute 
Commissioner have, during evidence, pressed for announcement of 
a minimum statutory price fQr the Calcutta market to avoid dam-
pening of the prices there by the Jute Mills with consequent depress-
ing results on the prices in the up-country markets. The Ministry 
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have also accepted the need for the same. The Committee, there-
fore, see no valid reason why a minimum statutory remunerative 
price of jute for Calcutta market should not be announced imme-
diately. They, therefore, require that minimum statutory remune-
rative price for Calcutta market should also be announced by Gov-
ernment immediately. 

(ParagTaph Nos & 114) 

Recommendation No. Z1 

The Committee also strongly recommend that Government 
should as well announce minimum statutory remunerative prices for 
the Calcutta markets by adding suitable and realistic transport and 
other charges involved in bringing jute to Calcutta from the areas· 
where it is grown, including its handling and keeping. 

(Paragraph No. 119) 

Reply of the Government 

The Agriculture Prices Commission had, till 1969-70, been recom-
mending the minimum support price for Assam bottom white jute for 
delivery at Calcutta; for derivative prices for upcountry markets, it 
had been rec€'mmending that these might be fixed by the Jute Com-
missioner. Accordingly, minimum support prices were fixed for' 
Calcutta for different varieties and grades of jute by the Jute Com-
missioner. For different upcountry markets, Jute Commissioner 
fixed the derivative prices on the basis of differentials on account 
of freight and incidental charges as between Calcutta and the 
secondary markets for one important secondary market in each of' 
the important jute growing States. 

While submitting their recommendations for fixation of statu-
tory minimum prices of raw jute for 1970-71 season, the Agricul-
tural Prices Commission stressed the need for rationalisation of . 
freight and other incidental charges by the Jute Committee for fix-
ing the price for upcountry markets. In pursuance of this recom-
mendation, it was decided that the derivative minimum price for' 
upcountry markets should be worked out in such a way that dif!er-
ential on account of. freight and other incidental charges between 
Calcutta and upcountry markets did not exceed Rs. 17.41 per quintal. 

This maximum differential of Rs. 17.14 per quintal in the prices 
of raw jute in Calcutta and in the upc~untry markets on account 
of freigflt and other incidental charl!es was reduced to Rs. 15 and' 
Rs. 12 per quintal in 1972-73 and 1973-74 season respectively on the· 
recommendation of the Agricultural Prices Commission. These price 
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·differentials were not related to the actual costs of freight and other 
incidental charges. 

In their report for 1974-75 season, the Agricultural Prices Com-
mission noted that "a narrowing, over the years, o~ the differential 
allowed in the minimum support prices fixed ror Calcutta and the 
upcountry markets has produced a two-fold effect; on the one hand, 
it has presently resulted in a uniform support price for the same 
variety o~ jute in the different upcountry markets and, on the other, 
since the differential now falls short of the actual cost of movement 
.between Calcutta and, the upcountry markets, it has given rise to the 
malpractice of, the private purchaser of jute paying to the grower 
the minimum support price fixed for Calcutta minns the actual cost 
-of movement, thereby depriving the grower of the benefit of the 
support prices fixed for these markets." Oonsequently, the Com-
miuion recommended that the practice of fixing a minimum price 
(If, raw jute delivered at Calcutta from which the corresponding 
prices for the upcountry markets were to be derived should be 
stopped and instead a support price at the growers' level which, 
'for a given variety and grade, would be unifoI'!ll for the different 
upcountry markets should be fixed. Accordingly. a uniform statu-
·tory minimum price for raw jute was fixed for all the upcountry 
markets, instead of, ror Calcutta. 

For 197!>-76 season also, the same principle of fixing statutory 
minimum price for upcountry markets rather than for Calcutta was 
'Continued. However, one important departure was made that while 
fixing the prices for the various upcountry markets, besides the 

'varietal and grade differentials, differentials in freight and other 
incidental charges were also taken into account and consequently 
prices for different upcountry markets were fixed at different levels 
for comparable varieties and grades o~ jute. 

For 1976-77 season, the system of fixing different minImum 
prices for different upcountry markets depending upon the freight 
and other incidental charges from Calcutta as adopted in the pre-
vious season was continued. Since then this :;ystem continues. 

According to the Ministry of AgriCUlture, the system of fixing 
statutory minimum prices for upcountry markets rather than for 
Calcutta was adopted solely for protecting the interests of the up-
-Country growers who were being deprived of their rir;1;htful dues 
under the previous system. On the other hand, such a practice of 
uniform prices for comparable grades in all upcollntry markets is 
1ikely to drive Jute Corporation of, India increasingly to upcountry 
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markets fur procurement operations and make it difficult for it to 
sell the produce in Calcutta markets till the local supplies are almost 
exhausted 

The Ministry of Industry has, therefore, taken up the matter 
with Agriculture Ministry and trying to pursuade it to agree to the 
view that the statutory minimum prices should be fixed for Calcutta 
as well as for the upcouotry markets. 

[Department "Of Industrial Development, O.M. No. 20116!78-
Jute (ii), dated 17th January, 1979]. 

NEW I>ELHI; 

Ma1'Ch 30, 19'79. 
ChilTtr/l ( 1901-(:rS;-/l-:-ka-:)~. 

4571 ~. 

JYOTIRMOY BOSU, 

Chairman, 

Committee on Public Undertakings. 



APPENiHX 1 

(Vi_ reply to recommendation at Serial No.2) 

~ ... _....., lIN Cost qfc.JllNlUJrtlPrWflue&a qf JUl'''' WUIBm,tIl bMd "" lIN 
... "'1M~sa. .. 81tM __ ,-tllMf17""~'" WatIJ;q.l. 

~ OIl ComprdIeDsive Govt. or West 
Scheme Bengal eotimatel 

1-
'974-75 '975-76 '976-77 '975-76 '977-78 

H_L.Nur: 

Family 45',7' 428'"'' 3go,"9 709"06 710' 09 

Hind 4OS· .... 505' 37 5'5 to 1195'''3 '2:J6·6g 

Tor.u. 856'95 933'59 gaS' 87 '~'''9 '946' 7" 

Bulloek Labour (Owned It 
Hired) 3'7,,6 357'47 442'32 3911'06 3u '97 

Seed SO'78 49,,8 8"63 52'29 47'04 
Fertiliaer ud Manure '47.°7 20g'9' 334'86 '42'25 '57'62 
P .... t Prot.eccion 3'go 0'7' '7'84 25'6, 31"80 

Irriplion "'3 "'go 37'3° 28'49 

lD_ 011 Workina Capital 28'92 37'67 43'50) 
In_ 011 Fiaed Capital I 

64"4 82'59 87'47 ~ 37"'57 '54"50 
Rental Value O(Owned Land sB7'40 636'52 575' ",J 
Rent paid ror leued-m.. .... d 80'34 33'00 ''"0 73' 75 
Land Rewnue, ea... etc. '5' 5' '3,09 '2'74 13'86 '4'0.5 
Depreclatioa 7· .... 7'.56 6'80 Sf' Sf '28· .... 
Matketiqa. .... g'2' 220'59 
Mioce1Iueouo '2·79 53'72 
Ma...,aentCbarp 3°"39 ,,86'08 
Total c..t per hectare 2'00'76 2 ...... ·'9 259"85 3397'9' 587.'23 
Yield per hectare (quintah) • ,6'87 ,6'" ,6'.5 '7'9 '5'56 
Value 0( b)'-product per hectare 

(R •. ) '~I5'D5 2'9'95 3'5'70 '7D'73 - 207'go 
Coot ~uintal (Ezcludin, 

by- \let) • • , 116'47 '32'63 '38'37 '79'74 3 .... ·34 

.p 



APPENDIX U 

(vide reply to recommendation at Serial No.6) 

AGRICULTURAL PRICES COMMISSION 

(Ministry of Food and Agriculture, Department of Agriculture, 
Resolution No. 6-2165-C (E), dated the 8th January, 1965). 

The terms of reference of the Commission are as follows: 

1. To advise on the price policy of agricultural commodities, 
particularly paddy, rice, wheat, jowar, bajra, maize, gram and other 
pulses, sugarcane, oilseeds, cotton and jute with a view to evolving 
a balanced and integrated price structure in the perspective of! the 
overall needs of the economy and with due regard to the interests 
of the producer and the consumer. 

1.1. While recommending the price policy and +he relative price 
structure, the Commission may keen in view the following:-

(i) The need to provide incentive to tlie producer for adopt-
ir g improved technology and for maximising production; 

(Ii) The need to ensure rational utilisation of land and other 
production recourses; 

(iii) The likely effect of the price policy on the res~ of the 
economy. particularly on the cost of living, level of wages, 
industrial cost structure, etc. 

1.2. The 'Commission may also suggest such non-price measures 
as would facilitate the achievement of the objectives set out in 1 
above. 

2. To recommend from time to time. in respect of different com-
modities. measures necessary to make the price policy effective. 

3. To examine, where necessary, the prevailing method-; and 
C'Osts ot: marketing of amcultural commodities in different re~ions, 
SUggest measures to reduce costs of marketinj;( and recommend fair 
price margins for different stages of marketing. 

4. To keep under review the developing price situation and to 
mHeaVDreDriate recommenrlations. as and wbP..l1 neeessary. within 
the framework of the overall price policy. 



5. To keep under review studies relating to the price policy and 
arrangements for collection of! information regarding agricultural 
prices and other related date and suggest improvements in the same. 

6. To advise on any problems relating to agricultural prices and 
production that may be referred to it by Government from time to 
time. 

7.· To undertake studies in respect of plantation crops in the 
manner prescribed by Government from time to time. 

8. The Commission will maintain close touch with ether agencies 
dealing with matters having a bearing on prices and production, 
including the Steering Group on Wages, Incomes and Savings Policy 
and the Food Corporation of India. 

The Commission will determine its own procedures. It will be 
free to call for notes, memoranda, results of studies, data and any . 
other material relevant to its work from offiCial and non-official 
bodies, and hold discussions with them. 

The Commission will submit reports to Government as and when 
necessary in respect ot di1ferent commodities or groups thereof. 

• Amended by Government of India Resolution No. 8-32169-Econ. 
Py. dated May 26, 1970. 

GMGIPND-LS n-4571 ~9-4-79-1379. 
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