
Resolution re: DECEMBER II, 1961 EzpOTt Duty on Lac 

Mr. Deputy-Speaker: The question 
is: 

"That the Bill be passed". 

The motion was adopted. 

16.34 hrs. 

RESOLUTION RE: EXPORT DUTY 
ON LAC 

The Deputy Minister of Commerce 
aDd IDdustry (Shri SatIsh ChaDdra): 
Sir, I beg to move: 

"In pursuance of sub-section (2) 
.of section 4A of the Indian Tariff 
Act, 19ai, (32 of 1934), the Lok 
Sabha ile<leby approves of the noti-
fication of the Government of In-
dia in the Ministry of Commerce 
and Industry No. S.O. 2427, dated 
the 6th October, 1961 by which an 
.export duty of Rs. 160 per tonne 01 
100 kgs on seed lac IIIld shellac 
including Button lac and garnet lac 
and an export duty of Rs. 125 per 
tonne of 1000 kgs on all types of 
lac other than seed lac and shellac 
including Button lac and garnet lac 
were levied fram the date of the 
said notification." 

Some time ago a notification was 
·placed on the Table of the House, and 
I am moving this Resolution in pur-
'suance 01 the statutory obligation. 
'The object 01 this notification was to 
mop up the high profit being earned 
by the exporters in the lac trade. The 
price that was being paid to the culti-
vators during the last few years was 
"Very much less as compared with the 
·price which was being reaEsed in ex-
port sales. The object of the Resolu-
tion and of the Notification that has 
been placed on the Table of the House 
is, firstly, to bring down slowly the 
export price so that substitutes do not 
Teplace the use of lac or shellac. On 
the other hand, the growers who were 
being paid by the exporters a very 
low price, should be enabled to get a 
higer price. Several steps are taken 
in this direction and a ,~ h  has 

recently been announced by the 00,,-
ernment to regulate the lac and shel-
lac export trade. 

It was about three years ago that 
this item was brought under export 
trade control. There was a voluntary 
scheme the implemental ot which was 
left to the Indian Lac Exporters As-
sociation. The intention was that 
they would operate a buffer stock. 
They would purchase stock fram the 
growers and manufacturers of lac and 
shellac when the price in the inter-
nal market went down below a certain 
level and sell it when it went above 
a certain level. The buffer stock 
operation did not materialise because 
the Exporters Association could not 
manage the finances necessary for such 
an operation. It has been decided re-
cently that the State Trading Corpora-
tion should undertake the buffer stock 
operations. The minimum export price 
which was fixed some time ago was 
Rs. 70 per maund while the price 
which was being paid to the growers 
and manufacturers was a little less 
than Rs. 50 per maund. So, there was 
a difference of about Rs. 20 per maund. 
A price of Rs. 70 is now considered too 
high in view of the substitute which 
are always threatening to displace lac 
and shellac. A price of Rs. 64 per mnd. 
is considered to be more reasonable. On 
the other hand a price ot Rs. 40 or 
50 paid to h~ growers or manu-
facturers is too low. The idea ill, 
whenever the price goes down below 
Rs. 56 per maund ex-godown Cal-
cutta, the S.T.C. should come in 
and start purchashing shellac and lac 
in the market. Whenever the price 
goes above Rs. 56, the S.T.C. should 
begin to sell these stocks to the ex-
porters, so that there is stability in 
the prices of lac and shellac, the 
grower gets fair price and the 
foreigner importer does not look 
to substitutes. That is one of the 
main objects of this scheme. Fifty-
six rupees will be the average price 
at which this buller stock will be 
operated and Rs. M will be flxed as 
the minimum export price. There 
would still be a margin of Rs. 8. The 
export duty which is being fized 
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comes to about Ra. 6 per maund in 
the case of lac and shellac ond Ra. 5 
in the case of the inferior varieties. 
A sum of Rs. 2 or 3 will still be left 
to cover expenses and to allow a fair 
margin of profit to the exporter. This 
scheme is being introduced partly to 
stabilise prices, partly to ensure a fair 
price to the grower and parUy to 
earn sufficient foreign exchange at a 
price a t which shellac can be sold in 
the external market without danger 
of losing ground to substitutes. In 
order to achieve these objectives. the 
State Trading Corporation will oper-
ate the buffer stock. With all these 
objecfves in view, this scheme has 
been put into operation. I am movinl 
this resolution so that the House may 
approve of the scheme and the levy 
of export duty which is being colect-
ed with effect from 6th October, 1981. 

The Stale Trading Corporation has 
started purchases in Calcutta, of the 
stocks lying in the godowns of mer-
chants and exporters, and shortly, as 
the new crop begins to come to the 
market, will start purchases at several 
centres such as Gond!a in Maharash-
tra, Balarampur in West Bengal, and 
Ranchi and Daltonganj in Bihar; god-
owns are being established, and 
wi'hin a few days, the State Trading 
Corporation will start purchasing lac 
and shelhc. which it will keep in its 
own godowns and release it if the 
pr'ces go above Ra. 58. It will start 
purchasing at the current rates. 

I hope that the House will approve 
of this measure which is in the in-
terst of the growers as also tn the in-
terest of exports. By doing so, we 
shall be earn;nl( more foreign ex-
chanl!e than what we have been doing 
up till now: It Is expected that it 
would be possible to export greater 
qU'lntil;es of shellac to foreign coun-
lrips at a reasonable price. and also 
Ihllt it would be posslbe to eliminate 
the dllnl!er of new svnthetic chemical 
whleh can replace the use of lac and 
shellac. 

Sir, I move. 

M.. Depaty-Speaker: Resoultion 
moved: 
1600(Ai) LSD-9. 

"In pursuance of sub-section (2) 
of sec tion 4A of the Indian Tariff 
Act, 1934, (32 of 1934), the Lok 
Sabha hereby approves of the 
no.ificat:on of the Government of 
India in the Ministry of Commerce 
and Industry No. S.O. 2427, dated 
the 6th October, 1961, by which 
an export duty of Ra. 160 per 
tonne of 1000 kgs on seed lac and 
shellac including Button lac and 
garnet lac and an export duty of 
Ra. 125 per tonne of 1000 kgs on 
all types of lac other than seed lac 
and shellac including Button lac 
and garnet lac were levied from 
the date of the said notification.". 

Sbrimatl ReDU ChakravarUy (BaaIr-
bat) : As the hon. Deputy Minister 
has already stated, the condition of 
the lac growers has been deteriorating 
very fast. As he has already men-
tioned, just a few months ago, I had 
approached the hon. Minister Bl'ld 
told him about the situation as it 
prevailed in Balarampur, in Jaldha 
and in the area of Purulia e lc. in 
West Bengal. The lac industry is a 
particularly important industry be-
cause it is really in the nature of a 
cottage industry, and a very larg. 
number of growers are interested In 
it or rather dependen t on it as also 
the small manufaeturing units which 
are called "kuthis". These are small 
units employing about hundred work-
ers and sometimes two hundred wor-
kers or so, and they are dotted 
right throughout Purulia district, 
J aldah, Balrampur and all those areas 
such as Rangadih etc. 

What was happening was that this 
lac was being purchased at a very low 
price by the big exporting houses, and 
they were depressing the prices both 
for the grower as well as for th. 
manufacturer. WhlIst the ex-godown 
prices In Calcutta used to be low. the 
export prices used to be high. We had 
pointed this out with very specific In-
stances, to the hon. Deputy Minister. 
and I am glad that ftnallv somethinl! 
is beinl! done to mop up the excessiv. 
proftt which these big house. were 

• -- '--t' 
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[Shrimati Renu Chakravartty] 
But, what I want to place be!ore 

the hon. Deputy Minister is this. 1 
have before me here a representation 
which fortunately I had received yes-
terday from the Chapra Byaparic 
Sabha at Balrampur, which is the 
organisation of the small units of 
manufacturers in the Balrampur and 
Purulia areas, where they are stres-
sing that the steps which have been 
taken up till now to help the growers 
and also the small manufacturing 
units have not been of much benefit 
to the small manufacturers. 

For example, one of our demands at 
the time when 1 met the Deputy Min-
ister was that the STC should enter 
the market. I am grateful that the 
STC is now entering the market. The 
hon. Deputy Minister has also told us 
about the purchase of seedlac at 
fixed prices. But I want to point out 
to the hon. Deputy Minister what I 
have received from the Byaparic 
Sabha. 

They say that the State Trading Cor-
poration of India annOlmced on the 
25th October that they woul:! pur-
chase some grades of seed lac at a 
fixed price, but on enquiry from the 
Regional Manager of STC in Cal-
cutta, it was learnt that they had 
no information of such announce-
ment. Now, the STC must be better 
informed and better equipped to 
deal with these very widespread and 
faI·-flung units which are very small 
units, and they should do it in a 
businesslike manner. 

On 1st November, a meeting was 
held in the office of the State Trading 
Corporation at calcutta and there 
these representatives were also called 
to attend. The Director of the STC 
as well as the Joint Divisional 
Manager of SAC addressed them. 
Now the STC have called for ten-
ders for purchase of certain grades 
1f seed lac and have announced some 
terms and conditions for the same. ] 
would like the hon. Minister to look 
Into these terms and conditions, be-
cause the small units feel. that this 

has not heLped the smaller manu-
facturers and growers. The announce-
ment made by Government is a step 
in the right direction, but we should 
also be aware that when we are 
taking this step, we should try to 
help as far as possible the small 
growers. Most of them are tribal 
people who grow it in jungles or on 
little plots of land Help should also 
be given to the small manufacturers. 

There!ore, I would request him to 
look into this matter. I give my sup-
port to this action of Government 
[t is very necessary to mop up the 
excessive profits on the sale of this 
commodity. While the exchequer 
will mop up this money, We should 
also see that the object with which 
we have introduced this measure. to 
Ilelp the poor growers and the small 
manufacturing units, is implemented. 
I say this because we talk about cot-
tage industries and their being help-
ed, but as a matter of fact, we often 
fail to implement that objective in 
practice. Therefore, I would request 
the hon. Minister to look into this 
particular point and do the needful. 

Shri AlUOblndo Ghosal (muberia): 
I am glad to learn about the scheme 
which has been introdu"ed recently 
But the benefit has not yet reached 
the growers. Previously there was 
racketeering in this industry. The 
growers were given a price of only 
Rs. 15 .per maund. In that area, a 
maund is calculated on the basis of 45 
seers. So it actually works out to \ 
Rs 13 per maund. The exporters 

~ to earn about Rs. 20 per maund 
as profit alone. This was the position. 
The growers were being fleeced by 
the middlemen who used to collect 
the produce from them. The case of 
the growers was being neglected by 
Government. For a long time, we 
have been demanding a floor price for 
this commodity for the lac growers. 

Lac is one of the monopolies of 
India. Recently, ,of course, Thailand 
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has been sending about 10 per cent 
of the lac to importing countries. But 
it is of an inferior quality. Because 
there were no regulations on export, 
the exporters entered the interna-
tional market and they were bring-
ing down the price by internal com-
peution. For that reason, there was 
anarchy prevailing in the whole lac 
industry. 

Now we are glad that the STC has 
entered the field. There is one par-
ticular variety of lac. I do not know 
what is the technical name for it. But 
it is called stick lac. I suggest that 
a heavy duty should be imposed on 
this stick lac. Seeds can be collected 
from this. Therefore, it will go against 
the interest of the nation if we allow 
this stick lac to be expor.ed outside 
India. Hence, a heavy duty should 
be imposed on stick lac. 

Another point is this. Out of the 
export duty that will be earned by 
Government, some poruon may be 
diverted for the benefit of the gro-
wers, because the growers have not 
received the benefit that they should 
nave obtained from this commodity 
which is one of our most important 
foreign ex_hange earners. 

SUi Heda (Nizamabad): 
supporting the resolution I 
like to make only two points. 

While 
would 

The first is that the Government's 
intention of eliminating the middle 
man, who has been getting dispro-
portionate profit in this trade, will 
not be served by this notification 
alone. As was pointed out, if the STC 
purchases from the same middlemen, 
it will not serve the purpose. There-
fore, it should either appoint its OWD 
agents and purchase from the small 
growers in these areas, or in the al-
ternative, it should announce the 
prices in those markets, so that the 
commodity is only purchased at that 
rate, and they may pay the middle-
man whatever profit they consider 
necessary puls the transport charges 
etc. Unless this is done, ther!;! will 
be no protection .to the small growers 

or producers. Since the hon. Minister 
comes from Mysore State which is 
known for coffee, and we have done 
wonderfully well in coffee, I would 
expect the Ministry to take the cue 
from the Coffee Board and act on 
similar lines. 

The second point is that when Gov-
ernment or the STC makes a good 
margin in this trade, where should 
that margin go Should it go en-
tirely to the Government in the shape 
of export duties, or as profit to the 
STC? My plea is that we should act 
On the lines of the Coffee Board. At 
least half the margin that the STC 
earns should be ploughed back to the 
growers either on the lines of the 
Coffee Board, or in an indirect way 
by increasing the price for the next 
year. This way, the small grower 
would be encouraged, and he would 
be able to make out a better livelihood 
.han he does now. 

Shri D. C. Malik (Dhanbadl: 
support this resolution. I am a Mem-
ber of the Lac Cess Committee. I 
belong to Bihar which is the biggest 
lac-producting State in the country, 
and also to Chota Nagpur which pro-
duces most of the lac in Bihar. 

In this lac industry, five interests 
are concerned. The first is the 
grower, mostly the poor Adivasis and 
other people. There interest is to be 
considered first. The second is the 
middle man. They generally go to the 
villages and collect lac at a very low 
price from the growers. They are 
crafty and clever small traders. Then 
comes the manufacturer who buys 
the raw lac and manufactures shellac 
and other things out of the said lac. 
Then come the exporters, the villain 
of the piece. They are worst people 
in this trade. They are big and crafty 
businessmen, getting most of the pro-
fit in the trade. Whereas the growers 
have to sell their product at Rs. 15 
for 45 seers. because in the market 
for lac, 45 seers make a maund, these 
exporters make a profit of at least 
Rs. 20. and it is these exporters who 
are primarily responsible for· the 
downfall of this market. The price 
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[Shri D. C. Mallick] 
of lac was Rs. 130 at one time, and 
that has come down, as the hon. Re-
puty Minister said, to Rs. 70. This 
is a queer thing in lac economics, be-
cause India is the main exporting 
country. Fonnerly it was our mono-
poly. By our foolishness in allowing 
exporting of stick lac, we have allow-
ed Thailand to grow some inferior 
veriety of lac, and thl't export does 
not exceed 10 per cent. The prices 
have come down becau.e of the bad 
management of the affairs on the part 
of the Government officers entrusted 
with the duty. Demand is not less 
production is less, foreign ~ 
is not greater. Then, why is the price 
less, why has it fallen? It is a queer 
thing. 

The exporters have put up this arti-
ficial situation. Has our Government 
ever sent its representatives to foreign 
countries to stUdy the position? They 
have not done it. The STC has taken 
to the purchase of lac. That is good. 
Why do they not take the position of 
the exporters? I have said before that 
we should fix the minimum price be-
low which no body will be allOWed to 
purchase raw lac. Why did YOU not 
listen to it. Government Officers are 
more interested in the exporters than 
: n the growers. That is the first point. 
The second point so that we can earn 
more foreign exchange. We should so 
manage the lac trade that the export 
price ncreases so that we can earn 
mo:e foreign exchange. That cannot be 
done unless the exporters are eliminat-
ed from the market. They are always 
trying to get as much profit out of the 
deal as they could and never looked 
to the interest of the people. My pro-
posal therefore is that the minimum 
price should be fixed for the growers 
and there should be State trading. Ex-
porters should be eliminated. It was 
said that there could be no such mini-
mum price fixed because we cannot 
enforce the order. Is this an argu-
ment? We have fixed the mnimum 
price of paddy. Could that not be en-
forced? So, these proposals should be 
implemented. 

Sbrl Barmau (Coc>ch1Behar Reserv-
ed-Sch. CastE's): Mr. Deputy Speaker. 

I congratulate the hon. Minister ana 
his department fOr introducing this 
step.. .. (An Hon. Member: They 
did it under pressure). The growers 
were absolutely left in the lurch and 
were entirely In the mercy of the 
traders. The Government have ., 
last com!, to the help of the lac 
growers and relieve their distress as 
much as posslble. I simply ask the 
Government to introduce the same 
principle and enter into the jute mar-
ket. The j ute growers are also in the 
same predicament and they shoula 
take ~ of thlS. 

Shri Satish Chandra; Sir, I have 
very little to add in view of the fact 
that the hon. Members who hav!: 
spoken have all welcomed the mea-
sure. I am grateful to them. Shri-
mati Renu Chakravartty said that ten-
ders in Calcutta will not help the 
small gr(jwers. I have already said 
in my opening remarks that initial 
purchases ha ~ started in Calcutta but 
the intention is to go to the mofussil 
markets, to the mandis where this 
shellac and lac arrive direct from the 
growers. It is, however, not possible 
to accept the suggestion that the Gov-
ernment should purrhase the Taw lac. 
When it is produced and brought to 
the market by the grower it is not in 
a form in which it can easily be stor-
ed. It has to be processed by nume-
rous small manufacturers as has been 
pointed out by Shrul'.ati Renu Chakra-
vartty. , hese are small units, cottage 
industry units, where raw lac is pro-
cessed irto s!lck lac or seed lac ana 
th" STC purchases will be cntmed 
only to ~  jac which can be stored 
for some length of time. It is neces-
sary to maintain and operate a buffer 
stock. '\ here are so many sma lJ 
manufacturen of seed lac at every 
centre. ,'hat by regulating the prices 
of seed lac h~ prices of raw lac are 
bound t. be regulated. There are 
hundrec1e of manufacturers in a place. 
If we Ii ... a price ilnd the STC pur-
chases 3.t a c£.rtain rate from those 
manufacturerJ. there is bounc! to be 
an element of competition between 
the manufacturers t<. pay reasonable 
price ttl the growers and offer their 
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goods 1.1) the STC. The price of raw 
lac wouia be automatically regulateQ. 

11 hrs. 

8hri Ut-da: If there is no competI-
tion, there may be an understanding. 

Shri Sati3!J Chandra; If there an, 
100 or ~  small manufacturers; tnt: 
prices of the raw lac would be auto-
a a ~ regulated. 

Shri D. C. lUallik; The inte':est 01 
the manufacturers is diametrically 
OPPOSite to the interest of the growers. 
So, they will never purchase at ~  high 
rate when they can purchase at a 
small rate. What is the harm in hav-
ing a minimum priCe for raw lac for 
the growers. 

Shri Salish Chandra; In that case, 
the remedy ~  have to be that the 
STC rep.1aces all h~ small ma!'lufac-
tuTt,rs and starts manufacturing ope-
,.,,\'ons itself. Other wise, there is no 
means Ly which the statutory yl ice or 
fixed p·c:ce can be enforced i<:r the 
primary r ~  The priCe would 
havE' to be fixed at the stage al which 
the ~ are taken over by h~ STC 
for being stored in its own godowns. 

ThiS ',"as the only point which was 
raised by the Members. I ~ . .:l sub-
mit that the .uggestions of h~ hon 
Member, will be kept in mind. It will 
be POSSible for us to think of WR, sand 

means of ensuring a fair price to the 
grower. There is n·) difference in 00-
jec.ive. If some improvements have to 
be made later on, we shall cel tainly 
look into it. 

is 
Mr. Deputy-Speaker; The q"estion 

"In ;JursuaO)ce of sub-section (2) 
of section 4A of the Indian T<irl1f 
Act, ~ 34, '.;<2 of 1934), the Lok 
Sabha her",by appJ'Oves of the 
notifiCation ef the Government of 
India in the Ministry of Comn·erce 
and Industry No. S.O. 2427, dated 
the 6th Qclober, J 961 by whicl' an 
export duty of Rs. 160 per tOllne of 
1000 kgs on seed lac and sh,'llac 
including Button lac and gament 
lac and an export duty of Rs. 125 
per tonne of 1000 kgs on all tl peS 
of lar other lhan seed lac and &hel-
lac includin,.( Button lac and gar-
nent lac were levied from the 
date of the said notification." 

The Resolution was adopted. 

Mr. Deputy-Speaker; The House 
will now stand adourned till 11 A.M 
tomorrow. 

17:03 hrs. 

The Lok Sabha then adjourned till 
Eleven of the Clock on Thursday, 
December 7, 19611 Agrahayana 16, 1883 
(Saka). 




