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PiantaUon ConunodlUes consULute an Important segment of India’s agricultural txoiiomy.

Apart from meeUng the domesUC requirements, the plantaUon commodiUea. the marine

products and the agricultural and processed food products contribute significantly tD
country’s foreign exchange earnings.

2. The statutory Commodity Boards formed to look after the development of the plantation
commodities, and the Marine Products Export Development Authority and the Agrlcultura]
and Processed Food Products Export Development Authority have played a significant role
in the growth and development of their respecUve sectors.

CHAPTER n

3 Over a mlUlon growers are engaged In the cultlvalUon of plantalUon commodMes, ta
addiUon. the plantaUon sector alone provides direct employment to nearly two million.
The sector also earns substanUal foreign exchange for the counUy, (2.8-9).

4 The growth of producuon In Ore last three decades (100% Increase in the case of tea to
six umes increase In the case of natural rubber) as well as the compan>Uvely
achievement in producUvlty levels speak for the performance of Uie Boands. (2.11-13)

5 The expenditure on Ore bureaucracy of the Boards has not been high. Theres”es
requirements have also been mostly generated from Ute IndusUy Itself by way of cess.
{2.14715)

6 Tire Boards have been able to develop a sense of belonging and establish a credibility

With me grower. T” e Boards have thus demonstrated their accountabllI®

A
and so the grower community want the commodity Boards to conUnue.

(2.17-20)
7 Govermnent of India have been allocating sufficient funds to U,e Boards, much more

than the cess amounts collected from Uw respective sectors. (2.21-22)

8. The suggesuon to form a combined plantaUon Board as a measure ofeconomy Is neither
practical nor a sound proposal. (2.23-251
The membersWp of the Boards can be raUonallsed and the strength reduced. (2.26-27)
yiO Though Tea, Coffee and Natural Rubber Boards have to be basically

wouM be advantageous to have representaUon for all Interests and stakeholders In the
Boards. (2.29)

.11. The present pmcUce ofelecUon to represent large grower representatives In the Rubber
Board can be modified. (2.30)
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Plantation Commodidra constitute an important segment ofindia’s agrtcultural ccononQ'.
Apart from meeting the domestic requirements, the plantation cjsmmodlties, the marine
products and the agricultural and processed food products contribute significantly to
country's foreign exchange earrUnga.

2. The statutory Commodity Boards formed to look after the development ofthe plantation
commodIUea, and the Nfarlne Products Export Development Authority and the Agrtcultural
and Processed Food Products Export Development Authority have played a slgniQcant role
In the growth and development of their respective sectors.

CHAPTER n

3. Over a million growers are engaged In the cultt\*atlon of plantation commodities. In
addition, the plantation sector alone provides direct employment to nearly two miUlon.
The sector also earns substantial foreign exchange for the country. (2.8-9).

4. The growth of production in the last three decades (100% increase in the case of tea to
six times Increase in the case of natural rubber) as well as the comparatively satisfactory
achievement in productlvtty levels speak for the performance of the Boards. (2.11-13)

5. The expenditure on the bureaucracy of the Boards has not been high. TTae resources
requirements have also been mosdy generated from the industry itself by way of cess.
(2.14-15)

6. The Boards have been able to develop a sense of belonging and establish a credibility
with the growers. The Boards have thus demonstrated their accountability to the growers
and so the grower community want the commodity Boards to condnue, (2.17-20)

7. Government of India have been allocating sufficient funds to the Boards, much more
than the cess amounts collected from the respective sectors. (2.21-22)
8. Tlae suggestion to foi-m a combined plantation Board as a measure ofeconomy is neither
practical nor a sound proposal. (2.23-25)

,/9. nie membership of the Boards can be rationalised and the su-ength reduced. (2.26-27)

yiO. Though Tea. Coffee and Natural Rubber Boards have to be basically grower oriented, it
would be advantageous to have represcntadon for all interests and stakeholders in the
Boards, (2.29)

A 1 Tlie present practice ofelecUon to represent large grower representatives In the Rubber
Board can be modified. (2.30)



J2. reprc=.,.adon h,=tob. given «. ) mdl graw.r» In the Boards~d hen, 50%

of th= smatl grower ,,onUne,=s n,ay be selected from among those growers own,ng less than

4 hectares. (2.31-32)
13. The Boards may form three Board Coimilttees - research, executive and development
committees: the Boards wltli prime mandate of export promotion, may also form at,
export promotion committee. (2.33)

-A4. me financial powers oflhe Boards be enhanced to rupees one crore. subject lo some

restrictions. (2.35-36)

15. The organlsaUon of the Boards, as have evolved over the years would need to undergo
changes gradually but surely. If the plantaUon sector has to eflectlvely meet the emerging
challenges and demands. (2.37-39)

16. The responsibUJty for research in respect of all spices except for cardamom is with
ICAR. Either the responsibility for major spices should be transferred to lhe Spices Board
or the responsibility for cardamom shifted lo ICAR. Both the solutions are encountering
practical dtfllculties. A possible solution could be to place the operational control over the
spices research stations with the Sptces Board with the sclentlsts/staff continuing to be
part of ICAR and continuing to enjoy the privileges. (2.45-49)

myi7. Annual evaluation of the research programmes as well as periodical evaluation once in
7.8 years by a technical and scientific team to evaluate the performance of research work
and programmes and recommend the future course and direction of research is desirable.
(2.50-53)

vI8. The Boards may have to concentrate on research, as very little work is being carried

out outside the Boards’ research stations. The Boards may also explore the possibilities of
entrusting some research work to universities. (2.54-57)

yi9. Development acUvlty has to continue as animportant funcUon of the Boards. The
loan and subsidy schemes may have played an important role in the development of the
industry but may have tobe phased out. Subsidy needs tobe confined primarily to qualitj'
improvement programmes.  (2.58-65)

. 20, m e extension service has also been an important acUvlty, but most of the services,
from supply of planting matedals to farn, adviso”r services, soil testing to processing

22. The logical further step and promess will h, i, ....
communica®on a.d computing -hLlogles|:™ AAArnaAnn



Establishment of Internet kiosks in production centres and converting field oftlccs into
virtual extension offices will go a longway in making available Uie best of extension services
to growers. (2.70)

23. There is noJustification to continue the Board's forei” ofHrea. The need for the oHIces
arises becausc of the dissatisfaction with the performance of our commercial missions that
they have not been rendering the needed services to exporters and to the industry, as
expected of them. UPASI has brought to notice a recent instance of indifference by our
commercial missions. (2.72-75)

24. One possible solution could be to place the commercial missions In important countries
under the Joint control of the MInlstiy of External Affairs and the Ministry of Commerce.
The ofTicers for manning the commercial posts in the missions may be Jointly selected out
of qualified professionals and held accountable. (2.77)

25. There is little Justification to continue domestic promotion outlets which can be
progressively privatised. (2.78)

~6. The Boards are not equipped to undertake and may desist from, market intervention
operations. The minimum and maximum prices are difBcuit to Implement. (2.79)

~7 . Processing, post harvest management and qualil®- assurance are the areas deserving

more attention from the Boards. (2,80)

-'28 All the control provisions in the various statutes regarding pianUng, movement,
marketing, etc. need to be given up. Experience with the regulations regarding registration
ofgrowers has shown that itcan not be enforced. Periodical census maybeabetter opUon.

(2.82-88)

29. RcglstraUon of exporters and export pennit system may also be discontinued once the
DGCI &S and customs corapiete the computerlsaUon of their operations. (2.89-94)

ww30. Quality certiflcaUon will become necessary In the future. The Boards may accredit
private labs on the basis of transparent criteria for this purpose. (2.95)

31 Schemes for popularisation of cultivation and marketing of organic prixiucts may be

evolved. (2.96)

N2 Most of the Boards have excess manpower. Rubber Board which has the largest
surplus has been creating posts and recruiting additional staff during the last few yeais.
VRS facility when announced by the Government can be extended to the surplus stall.
(2.98-100)

33. Most of the Boards bring out useful publications but delay robs them of their uUitty.
There is also scope for improvement in Uie contents. (2.101 to 106}



34. The Boards have achieved UtUc progress In computerlsaUon iind the objecllves of
aehlcving emclency and reducing delay are yet to be achieved. (2.107-115)

35. The web sites of the Boards require to be vastly Improved. The Boards have to pay
attention to periodical updating also. (2.116-119)

There is great potential for the development of plantailon commodities In the North
Eastern Stales. The Boards have done commendable work in this regard and are
Implementing a number of schemes in North East. A well planned programme of
development of plantations Including the creation of processing and marketing facilities
and an effective strategy of Implementation, will go a long way in making the programme a
success. Tlie development of plantations will ensure employment for thousands and
steady incomes and help make some parts of North Eiast as well developed as Coorg or

Kottayam. (2.120-153)
CHAPTER in

L Tea Board
37. The strength of membership of the Tea Board may be reduced to 25. (3.1.10)

38. The present system ofindustiy managed research, with grants from the Board, may
continue. Tlie Daijeeling research station may be strengthened for specialised application
research relevant to Darjeeling tea.  (3.15-23)

39. The orientation of the development activity may be sliifted towards the small crower
(3.1.24]

40. Tea houses may be progressively privatised. (3.1.25}

41. The overseas offices of the Board are an unnecessary iuxuiy and the performance does
notjustify their conUnuation. (3.1.26-33)

42. Ucendngofplanting.r(“straUon requirements etc., may be discontinued. (3.135-41)

43. The provision In the Marketing Control Order 1984 which gives authority to the Board
to prescribe a minimum percentage of production to be compulsorily sold through a

may be withdrawn. (3.1.43-53) ucuon
44. The auction rules and procedures require to be streamlined. (3.1.54-58)

45. The Tea Warehouse Licencing Order 1989 may not be enforced: the licenses issued to
auctioneers may prescribe the specifications for warehouses attached to auction h

(3.1.59-60)

46. There is no need for any control over distribution or exports of tea. (3.1,61-62)



47. The scope of the Tea Waste Control Order 99 may be restricted only to lea waste
moving out of factories for sale, (3.1.63-66)

48. The powers of management or control of tea undertakings or lea units may not be
acted upon. (3.1.67-69)

49. The Board is operating a number of schemes; some of them may be phased out;
some of the schemes may be reformulated. (3.1.70-72)

50. Tea Board has excess staff; with the withdrawal of licencing work and some of the

schemes being phased out, there will be surplus start In Itcenctn*. marketing and

development departments-a little over 1SO in all. Three offices can be dosed. (3.1.73-741
51. To improve thequalltyofservice,the Boardmuatconcentrateon research, productjvily
Improvement, trainingoflabour. Improvement ofco-op and bought leaffactories and training
of small growers. The improvement of auction system, assistance for the setting up of
quality labs for Independent testing. Implementation of a price and market information
system. Improving the content and qualiiy of websites are other areas for action, (3,1.75-80)

n. Coffee Board

52. The strength of the Colfee Board can be reduced to 24. (3.2. 9)

53. The pool marketing system was the most Important acUvity of the Board tUl it was
disbanded. Now research will have to continue as the mostimportant acUvlty The extension
service W1l continue to be important. (3.2.12-14)

54. The development schemes have been taking much of the attention and time of the
extension personnel. (3.2-20)

55. Some of the tasks such as supply of planting materials etc.. can be given up
participatory workshops with farmers groups may be increasingly resorted to. (3.2.221
56. Market development will be hereafter a knowledge based activity and the Board may

have to outsource some of these tasks. (3.2.24-251

57. The export permit system may be disconttoued once the Board is able to obtain the
required Information from the customs. (3.2.26-27)

58. The domestic promotion outlets may be gradually privaUsed to cut down the losses.
(3.2.28-29)

59. Processing and quality upgradation require greater attention.

used to encourage quality. Private laboratories may be encouraged. (3.2.30-331

60 The Boartl may evolve a scheme to document cup quality to enable aggregation of same
cup quality coffees which wlU facilitate the aggregaUon of minimum quantities for export.
(3.2.34)



61. The Board Is op.ratl,s only one scheme m Ih. area af producticn. l.e.. wale,
augmen.a..or, wm<-h IB e»enUal and may conUtiue. In the area of market pron.oUo,,

some of the schemes may be phased out. (3.2.36-401

62. -me Board hi»., around 200 excess non-lechnlcal staffm admInistraUon and extension
departments; with Ihe discontinuallon of some development schemes, a third of the

extension staffalso will be surplus. (3,2.41-43)

63. 'Hie research department has performed fairly well and has many achievements to its
credit, but far short ofpotential. The evaluation of research acUvity and programmes by an
independent technical committee in 1996 has brought out the deficiencies and weak poijiLs.
The Board has to devote much more attention to research; lhe strengthening of scientific
staff. Improvement of physical inftastnjcture, ensuring better motivation are some of the
important areas requiring attention. Funds allocation may also be stepped up. (3.2.44-57)

64. The servicc most expected of the Board is in terms of high yielding varieties and
improved pwst control measures. Better extension service, improved and useful website,
more information cells are fiie other areas to which the Board need to pay attention.
(3.2.61-69)

m. Rubber Board

65. Rubberproduction has growi spectacularly in the last two decades as also productivity.
Govemmenl have extended full protection to the industry and ensured that domestic prices
remained at higher levels than international prices. (3.3.5-81

'66. The constitution of the Board may be recast. 'ITie election procedure for selection of
large growers may be given up. (3.3,12)

67. Among the activities, research and production need to be given the highest importance.
(3.3.15-16)

68.The production department has established a vast and many tier field set up. Increasinij
recourse to participatory approach especially with tlie help of Rubber Producers’ Societies
will help to render better service to growers. (3.3.17-19)

69. The departmentalso undertakes many subsidiary activities. While perhaps the activity
of bio gas plants may continue, the rest of the activldcs may be handed over to specialised
organisations meant for them. Nurseries also need to be lun on cost recovery basis
(3.3.20-24)

70. The registration of large estates and collecting production data only from them serves
no purpo.'ie: can be discontinued. (3-3.27)



71. Licenses are prescribed for the dealers, processors and manufatiurera and rnonthly

and annual returns—over 2 lakhs In all—arc processed every year only to enable the
assessment ofconsumption of rubber and levy the cess. This is avoidable wnrk and involves
cost to all. The whole system can be given up and the cess amount collected along with
central excise. If thJs Is not acceptable, then re”~tratlon may continue only for the
manufacturers and halfyearly returns only may be prescribed. {3.3.28-33}

72. As partof the processing and product development acUvtCy, a number of commercial
actlvlUes have been started: substantial capital expenditure has been incurred. Most of
them could have been encouraged In the private sector. Mcffit of tlie unJts iT”y be (gradually
privatised. {3.3,35-40}

73. TTiework of the training and consultancy division Is Important but the conaultancy
division should progressively become self supporting. (3.3.42-43)

74. TTie Board operates many schemes, some of them have been continuing for decades.
Some of Uie schemes need to Ik phased out. excepting quality improvement schemes,
tappers training etc. (3,3.44-51)

75. The Rubber Board has huge surplus stall: there have been avoidable recruitment.

The establishment expenditure has gone uplo over Rs.25 crores annually:
reduction is called for. (3.3,54-56)

substantial

76 The performance of the research Institute has been very satisfactory. The productivity
improvement has been commendable. Most of the research schemes may continue. The

major area of concern Is the high dependence on a single variety. 13.3.57-62)

77. Some of the regional stations can be converted Into demonstration farms. j3.3.65)
78. The Board has Instituted an effective system of annual evaluation of Its performance”
The Board may subject Its research programmes to an Independent scrutiny once m 7.
years to assess the progress of research efforts and set the direction for future research.
(3.3.66-691

79 The Rubber Board may encourage private senlce providers and increasingly adopt
participatory approach In extension. The Board has to become a facilitator and become a
knowledge centre. (3.3.70-75)

IV. Spices Board

80. ™e export of spices has shown excellent progress but with pepper prices coming
down there wUl be a set back. Notwithstanding our 40% share in world expore, ther

"« b , e need tostep up pn>ductlon to meet the growing domestic needs and to

maintain our share In the world market. 13.4.3-4)




81. The strength of the Board can be reduced to 20. (3.4.10)

82. Theconientlous Issue of status of cardamom research and development activity has to
be setlled once forall. The cardamom growers arc opposed to the transfer to ICAR, though
It <s a more logical option: hence the only option feasible appears to be to continue the
status quo and strengthen the research activity, 13.4.15-21)

83. The number of offices for the development activities can be reduced. (3.4.23)

84. Post harvest development activity demands more attention and resources. Quality

improvement including training and encouragement for the establishment of private
laboratories, needs to be followed up. (3.4.24-27)

85. Cardamom marketing Is well organised: thougli there Is no compulsion to sell through
auctions, nearly 2/3rds of produce Is bought to auction. (3.4.29)

86. Export promoUon is the major function of the Board, but the Board may withdraw
from some mariteting actlvittes. The system ofregistration ofexporters may also be withdrawn
once the customs and DGFT streamline their procedures. (3.4.31-33)

Some of the schemes of the Board may conUnue, but individual exporter oriented

87.
anyway the Incidence of subsidy Is too

export promotion schemes may be phased out:
insignificant to maJte any impact. (3,4.34-38)

88.-niere Is scope for some reducUon In the strength of non technical manpower. (3.4.39°40)

89. The performance of the spices research station Is not upto expectalons though some

protasing clones are under trtals. Lack of imgaUon and Inadequate attention to fat™

~cuces bysmallgrowersarethetnajorreasonsforlowaverageproducuvllylevels. (3.4.42-

TO The Board has to concentrate on research, work closely with ICAR/state oovemments
in the matter of widespread adoption of post harvest practices and control of pesticide
~ge, and ensure that exports meet international standards, QuaUty ceruflcatlon has to
be popularised, as also a virtual spices bazaar. (3.4.49-57)

V. Marine Products Export Development Authority

91. The strength of the Board can be rationalised to 20. (3.5.10)
92. Among the major activities, the promoUon of capture Usherles has to conUnue
the promoUon ofacquaculture, Uiough the MInlstiy ofAgriculture and Ule state Bove
should have taken over Uie responsibility foracquaculture development. The mode,T" '

of processing Is another key activity which has to continue to receive attention, (3

93. MPEDA maintains two foreign trade promoUon offlces and their conUnuaUon | h.

JusUlied on the ground that they render high quality service to the industry and notn,
to individual exporters. The industiy also feels that our commercial missions will n , k
able to render the required services, (3.5.14-16) non



94. The registration and licencing aclivitles can be streamlined and In course of time,

accredited private agencies may be encouraged to perform inspection functions,
(3.5.18-19)

95. Most ofUie schemes of MPEDA may eonttnue though some may have to be transferred
to the Ministry of Agrlculture/state ag”~culture departments. (3.5.21 *40)

96. 'Hiere Is only marj~nal surplus

in the staff strength, in one or two departments.
(3.5.41-42)

97. To improve the quality of service, the trade infonrration service has to be Improv«3:
assistance needs tobe ~ e n toshrimp farmers in the control ofviral attack: dissemination
ofdevelopments Including rules and regulations regarding acquaculture farming has to be
organised, (3.5.43-46)

VI. Agrlcidtural and Processed Food Products Export Development Authority

98. The strength of the Board can be reduced to 23. (3.6-7)

99. The mandate of APEDA is wide and apparently overlaps that of Ministry of Food

Processing Industries (MFPI) and the Department of Agriculture, but in practice APEDA
has t«en confining its acli%ltles to only those aspects relevant for exports (3.6.10-11)

100. The major cUvttiesof APEDA - post harvest management. Infrastructural upgradatlon.

quality improvement and market intelligence — have to continue. (3.6-12)

101. Most of the schemes of APEDA are relevant for exports. Some of the
though desirable may be phased out as they are not related to exports. A programme to
build capacity for risk assessment and analysis may be necessary. (3.6.13-34)

schemes,

102. The air freight scheme needs to be critically reviewed and discontinued In respect of
those products with limited potential. (3.6.36-38)

103. APEDA may establish standards for all scheduled products and work towards

harmonisation of standards with intemaUonal standards. (3.6.39-40)
104. APEDA may encourage quality and testing labs in the private sector. (3.6,41)

105. Special schemes toencourage the cultivation oforganic products and fresh fruits and
vegetables may be worthwhile. (3.6.42-44)

106 APEDA has so surplus staff. It may be pemiltted to engage experts and consultants
for specialised work and to cany out projects rather than recruiUng personnel on a
permanent basis. (3.6.45-46)

107 APEDA-s major responsibilitj' will have tobe In the areas of dissemInaUon ofappropriate
post harvest management techniques, quality standards etc. TTievirtual trade falrofAPEDA



hRs to be madc® a success. The website needs to be; made more comprehensive,

(3.6.47-541
CHAPTER IV

308. A changr In fhc mandate aJid functions of the Boards may be necessary in the light
of the hijerallsation policy initiatives ol the Government and the developments in the
commodity sector and in the economy.

The Boards have to move away from controls to complete dcrcgidalion: the emphasis has
to shift from mere deveJopment imd production, to competitiveness. The Incentive based
approacii sliould give way to capacity building, information and education. The Boards
would need to withdraw from many activities and rather than being providers of services
and become facilitators. Most important, Oie Boards should cease to be mere bureaucratic

organisations and become knowledge centrcs.

109. Plantation commodities are Important for many developing countries either because
of their contribution to GDP. or Irade. or employment. But the commodity producing
countries have suffered adverse terms of trade for two decades now.

110. Prices of commodlaes especially ofcolTee etc., have been subject to violent fluctuations.
In the past, stabilisation of prices was achieved through International CommodIltv
Agreements. International ColTee Agreement restricted supplies through quotas and the
The International Natural Rubber Agreement regulated the availability through Buffer Stock

OperaUons. However, the possibility of such arrangements hereafter Is remote.

111. Commodli, Boards if statutorily authorised, could regulate production and supplies
~d though acombination ofdelielency payments and retention of a portion of the prices

.. <-o,tes But
the scope for such Interve.ition is Itolted.

w« .

IS rrr' .
with the “obal integrauon of the economies,

recommendation is for the creation nfan | t ®\®"oplng Countries. The ITF’

gap between the providers of the risk m LaTe/lenurr™ m+«»er
developing countries. and the entities in the



114. The proposal la for a price insurance scheme under which a guaranteed price based
on the quotations of futures exchanges can be ensured against payment of prpmium.
While such an arrangement will no doubt eliminate the uncertainty about the price
realisation, the proposal would still fall short of growers' expectations.

115. Growers can be protected from the risks of price volatility either through regulaiion
of production or supplies. Both are not practical. Export tax coupled with deficiency
payment is one possible method of stabilisation ofprices and indlr«:tly of Incomes ofgrowers-,
but it is an imperfect system and may be possible only in the case of a predominantly
export commodity like coffee. Straight subsidy payment to compensate the growera when
prices fall to a low level, may be one option but can be resorted toonly in exceptional cases
in view of the huge financial ImpUcations-

116. A price insurance scheme which will guarantee deficiency payments to growers if
there v«;re to be a fall in prices below a threshold level may be acceptable to the growers.
The price threshold has to be attractive and the scheme has to be simple. Such a scheme
may be feasible for commodllies subject to large scale fiuctuatlons In prices like coffee,
cardamom, even cotton or chilli.

117. There will be some practical difDcuiaes and some details may have to be worked out.
but for some commodities a self sustaining insurance scheme can be envisaged.

118. A Price Stabilisation Fund for commodiUes maybe created to help the growers. But
ithas to be commodity speclAc as otherwise there may be resistance from the growera. The
Fund can be built up through transfer of a portion of c~s amount and any export tax
proceeds and such other amounts generated from the industry.

119. Direct payments to growers from the Fund when the prices fall below a minimum
level or collection of a cess amount from the growers when the prices go above a threshold
level to augment the Fund may not be a practical proposlUon. But a Fund may be useful
when in excepUonal cases direct paj-menls may have to be paid. Such a Fund may be
helpful in many ways; formaking part pajTTientof premium for the proposed price insurance
scheme.

120. The proposed price insurance scheme may be workable only for some commodities.
The suggesuon can be tried out for one or two commodities and on the basis ofexperience,
refined and ecpanded to benent the growers of many commodities.
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A~ rlculiure Including plantation commoiUUes and lisheries arc ihe Ufellnt* of many
developing countries. Coffee. coUon. fish, fruits, sugar and such primary commocilUes
are of particular importance to many developing countries because of their contribution
to gross domestic product, or trade or employment.

2. Plantation commodJtics - lea. cofiee. natural rubber and spices - constitute an
important segment of India's agrlculturdl economy. Apart from meeting thi! countrys
domestic requirements, the plantation commodities alaa contribute slgnificai*tly to the
country’s foreign exchange eamlngs,

3. Plantation commodiQes and marine scetor are very Important also from tjie point
of view of employment generated In the sectors. The direct employment alone in the
plantations exceeds two million. TOs is apart from the substantial employment tn
the associated economic activities of processing of plantation crops and In marketing,
besides in transportation.

4. India has been known for Its tea and spices even before Independence. Tea was
introduced into the country a Uttle over a century back and the country took to
tea plantation in a big way and became the world’s largest producer. The doinesUc
demand also grew steadily ajid tea became the favourite bc\'crage of the people. Tea
has been also an important export Item for many decades. At the time of indpendence.
tea exports constituted over 13% of country's exports. Given the importance of the
tea industry, it was natural that the industiy came to be regulated from the veiy
early days. A statutory Tea Cess Committee was consUtuted way back In 1903 when
a cess on export of tea was Introduced. The Indian Tea Market Expansion Board
was established In 1937. The Central Tea Board Act was enacted immediately after
independence In 1949. The present Tea Board came into existence under the Tea
Act of 1953 replacing the predecessor, the Central Tea Board. The production of
lea has grown in the last five decades from 278 muUlion kgs to over 800 «nilllon

The value of exports has also grown from mere Rs. 80 crores In 1950 to over Rs. 1966
crores in 1999. - US S 450 million. However India's share of world exports has comc
down from 45% during the early fifties to 16% now,

5  CofTee came to be introduced in the country In the 19* Century-. The growth
of coffee plantaUons received a set back for some years, because of outbreak of pests
and diseases. The United Planters Association of Southern India (UP~l) which vms
estabUshed in 1892. took the Hrst major step in organising re~arch efforts to tacklc
pests afflicting the coffee plantations. It organised research efforts an<l collaborat”
vrtth the governments to evolve an unique public private partnership

exclusive research station for coffee was established at Balehonnur (in Karnataka
state) in the year 1925. 'Fhe Coffee Board was established later in 1942. when the
coffee industry was in tunnoil on account of the low prices due to the disruption
0?%ort market caused by the world war. The Board was entrusted with fu 1
resDoi”sibility in all areas and activities of the coffee industry - research, devetopment.
nrcJ7ssing and also marketing. The producUon of coffee has grown in the last two
decades from a Uttle over one lakh tons to nearly tim:e latt tons now. Exports have
also gro®vn from Rs.214 crores in 1980-81 to over Rs.1900 crores. nearly US S 447
million, last year.



6. The Rubier Board »-as consllluled In 1947, Al (hal lims area planted wtU,
u.bber was verv small and the prodi.clton wns less than 20.000 lons, In view of
the cmical Importance of Ihe commodity, and the potenltal for the clevdopmenl of
rubber planlaUons In the counuy, itic government enacted the Rubber Act with the
specific mandate Jo promote the devdopmcnt of the rubber tndustiy. Tlic Board has
been successful In ensuring verv saUsfactory growth of natural rubber production from
a meager twenty thousand tonnes at the time of independence, to over sbc lakh

tonnes now.

7. Though India was known for centuries for Its spices, there was no Institution
for die development of spices. A Board was set up for the development of cardamom
in the year 1965. "niere was a Spices Export Promotion Council looking after the export
of splccs.  In order to give a boost to the export of spices. Uie Spices Act was enacted
in 1987 constituting the Spices Board. Both the Cardamom Board and the Spices
Export promotion Council were merged into the Spices Board. However, the functions
of research and development of spices other than cardamom were not shifted to the
Spices Board. Thus the Board Is responsible only for export promotion of spices
and the development of cardamom. The export of spices has been steadily Increasing
and crossed US S 430 million during 1999/2000.

8. Fishing has been a traditional occupation for a large number of people In the
coastal areas and Inland also. Millions in our country are dependent upon fisheries
for sustenance, most of them residing along Indias long coastline, Till 1960. India’s
fish production was entirely consumed domestically and there was hardly any export,
except to neighbouring countries and consisted mostly of dried marine products. After
mld-stxties the export of processed Items including frozen and canned Items registered
a significant rise. The Marine Products Export Development Authority (MPEDA) was
~tabllshed in 1972 with the responsibility to promote the development, under the
control of the central government, of the marine products industiy with reference to
exports. The Authority replaced the erstwhile Marine Products Export PromoUon
Council which was then looking after Ilie promotion of marine products exports from
India. MPEDA has been instrumental In the development of shrimp culUvatlon in the
country, it has contributed to the spectacular growth of exports of marine products
from around Rs. 286 crores only in 1981/82 to over Rs.5.000 crores. US $ 1189
million, during 1999/2000.

9. &port of agnculturalJ and processed food products had not been given due
has always been known.

™ ( Products Export Development Authority was set
up In 1985 It Is mandated with the responsibility for the development and export

(scheduled) products: among them are fruits, ~ge t~L
meat A d meat products, Qorlculture, horticultural products, basmatl rice etc APEDA

s0,,.e nl-irdu,ed”,ems

like rtce wheat o~n, efr h kK ® agricultural and horticultural Items



10. The Commodity lJoarcls have been functlomng for many decades and the two
Development AuthorttJes, for nearly twenlyfive and ftfleen years. The Boards/
AuthorlUcs can justifiably be proud of Uietr substantial achievement. However in the
light of the llberalisaUon measures initialed by the government and In Ihe context
of globalisation of the economy, Government of India decided to undertake an Indepth
study of the functioning of the Commodity Eloards/Authorities. The government
constituted a One Man Committee to undertake such a study and to recommend
appropriate measures for streamlining tlieir operations.

TERMS OF REFERENCE
11. The terms of reference of the study are:

D) Review of the existing structure and activities of the Commodity Boards:

ilj Rationalisation and reformulaUon of existing or proposed schemes;

lil) Analysis of the existing manpower ; ~

V) Review of the mandate of the Commodity Boards to determine the need for
change in view of the policy Initiatives taken In the post llberaiisation period;

Review of the functioning of the research programmes and the R&D centres

of the Commodity Boards; -

) Suggestion of appropriate measures for improving the quality of services belng
rendered by each of the Commodity Boards;

)

vl

12. In addition, suggesUons for the conceptualisation of a Price StabllslsaUon Fund
for commodlUes in the present day context, is a part of the terms of reference of the
study.

13. A copy of the Office Memorandum consUtutlng the committee Is at Annex - 1
14 . For the purpose of the study, the necessary documents.

were obtained from the Boards/Authorities. Discussions

oreanisalons and many individua] growers. Discussions were also held wiUi all other
stakeholders - processors, exporters, labour unions, staff associations and us«
representaUves. Coffee and rubber research institutions were a’so”"ted ~d
discussions were held with the scientists. Discussions were held with the Director
and faculty of the Indian InsUtute of PlantaUon Management.

15 In this report, -Board’ has been used to denote and refers to. all the f~r
Commodity Boards and the two Export Development AuthoriUes included m teims
nf reference. All the data and infonnation relating to the Boards are based el”er
on the pubUshed documents or derived from the literature furnished by the respective
Boards.

ifi ~The study report Is in two parts. The first part deals with the functioning of
the Boards. Subjects and issues of common interest and pertalr*gto aU me
are covercd In Chapter Il. Matters specific arai

policy inltiaUves and the changes needed.
17. The second part of the report covers

Ideas ai.d suggestionsfor a possible price
stabilisation scheme for commodIUes.
18 Some of the recommendaUons In the report would call for changes inthc relCTaM

ittfT L -p>-— -2ew/rtfnr%:rsfnSL-sJSid
rsu k X fvnrtf of. other ntinistrtes of Government of India.
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Commodity Boards looking after the development of specific commodities. -

Tea.
Coffee and Natural Rubber -

have been In existence for several decades. The Tea
Act speclAes that the objective of the Act Is. to provide for the control of the tea indualry
including the controJ. In pursuance of the International Tea Agreement, of the
cultivation of tea in. and of the export of tea from. India and levy a duty of exclst*
on tea produced in India. The Coffee and the Rubber Acta specifically state that the
obJecUve is to provide for the development of the Industry. The mandate of the
Spices Board is promoUon of spices exports, besides the development of the cardamom
industry.  The Marine Products Export Development Authority and the Agricultural
and Processed Food Products Export Development Authority have Umlited mandate”
le.. to promote the exports of marine products and agriculture and processed food
products respectively.

2. -nie constitution, the functions, the responslbUlUes and the activities of the Boards
naturaUy varv widely, as the purposes for which the Boards were set up were vay
dfflerent.

The nature of the commodities, the processing methods the markcUng
systems are also not similar. The stajieholders In each industry and the problems
of each Industry are also different.

3. Organised culUvaUon of plantation commodIUes started with tea. and “ “ “y

estates even now; but the rest of the commodIiUes are now gro™ In "o fn
and by small growers. The share In production of large estates. > 10 ha. Is less
than 40% in coffec and as low as 10% In natural rubber.

4 Tea used to be an important export commodity. Now, the export share
is less than 25%. Natural Rubber Is olniost for domestic consumpUon. whereas coffe-
js mostly exported.
5 Over the years, there have been significant changes In every of ~
sector - production, post harvest techniques, processing, marketing cjuaUty
standard”as well as exports With the globaUsatlon of .narkets.

increasingly compeatlve: the possibility-of compeUtton Irom import. Is als. =..

becominR mcieasingly worrlsoiiie to growers.

arc dis'™
6. Certain general aspects and issues oi comnii' ¢™«ru ! Widi: e
in this chapter. Commodiiy Board specil...- anti luatlei, ;
ISESI chapte. under each Uoani sepitnnv,.
SECTIOS | = IMFOKIANCB OF SECIOH
T The WatlIKHV boards were cnaicu at dsJeicai a-.- # "o

I-WtmK~Ues n, .ej.iuB.se iv Uir Ili-11  ui-- Wr - ‘

ui.» o-DCTAWvI® in., iMt'n
U r icIRxIr-! mauaii'l



8. Tea is common man's beverage in India, The Internal demand for Il Is growing
at the rate of 15-17 rnJlUon kgs annually. Tea also eams substanlifU foreign exchange
though our share of world exports has been slipping in the

nearly Rs. 2.000 crorcs.
last few decades. Hence there Is a definite need to step up production of tea. CofTet;
valuable foreign exchange earner, Our exports have grown to

Is also becoming a
Rs. 1900 crores but constitute
growth is substantial. Natural
automotive sector and we are barely
Rs. 1860 crores. Though we have nearly 40% of world trade,
expand production not only to meet the growing domestic demand but to retain our

share of world business.

just 4% of world exports and hence the scope for
Rubber is an Important Industrial raw material for
self sufficient. Our spices exports has touched
we need to nevertheless

9. Plantation is an important economic activity in some parts of the country. Nearly

a million and a half growers arc engaged In the cultlvaMon of the commodlues and
over two million labour are directly employed In the plantation sector. For all these
reasons the continued development of these plantation commodities Is essential
However the objective would need to be redefined as. not merely to develop the
Industry but also to make the Industry intemaUonally competiUve.

SECTION n - JUSTIFICATION FOR STATUTORY BOARDS

10. A ijiesUon often raised Is. why statutory boards are needed for certain plantation
commodities, when similar statutory Boards have not been found necessary for more
important commodiaes, say rice or edible oU. The criticism Is Uiat these Boards
rt the Justfflcatlon for their formation long back, have little role to play

In
TaMe 2.1. The developmeat ot the pUntation »ector in India
Commodity .
Growth (fJLPtrg:uctlon ProducUvity
! s) Increase
1970771 (Kg/hectare}
Tea 1990791 1998/99 1980/81 to 1998/99
4,18.517 7.20.338
CoiTee o 8.65.000 1461 Tses
1,10,231 1.60.726 2.65.000
NaluraJ Rubber R 620 - 940
93,171 3.29,615 6.05.045
Small cardamom 3.170 e 788 - 1553
4.750 7.900 62 - 149

grovsg' ~wSnra~dllgnitonCta the'to cardamom have been

area of productlvl® also has bLI ,In Z Z C -W-ement In the
ry- The performance has been better



than most other agilcullural crope. equally if not more important. The Boards can
claim credit for the achievement In the areas of production and produc-tivity.

13. More than the absolute growth In productivity, the appropriate measure of
performance would be comparison with the productivity growth in the competing
countries. This Is all the more relevant and significant In today's gJohallsed world.
In this respect also, the plantation commodities have shown satisfactory performance
as can be gathered from Table 2.2,
Table 2.2. Comparative productivity performance of plantation conunoditleai
Commodity India’s producUvlly Performance of other countries
Kg/hertare Kg/hectare
2507  (Kenya)
1059  [Vietnam)
1447  (Srilanka)
Coffee Robusta 2014 [Vietnaml
539  (Indonesia)
747  (Uganda)
1500 (Coata Rica)
947  (Papua New Guinea)
Natural Rubber 1394  (Tlialland)
949  (Malaysia)

' Biennial average ++ Best achievement 906 kg./ha. during 1993/94.

14. 1t may be argued that the productivity increases in the plantation commodities
would have been achieved even without the Boards. But such an argument Is neither
here nor there. On the other hand It is the universal view of the grower community
of plantation commodlUes that their Boards have been able to eflecUvel>* transfer
research technologies to them and that the Boards have slgniftcanUy contributed to
tlie growth of cultivation and producdon. The growth of the industry could be partly
attributed to the resources allocated by the government for the development of these
commodities through the respecUve Boards. But the fact that the resources made
available to the Boards were used effecUvely and purposefully Is Itself a compliment
to the Boards. Further the resources for the development of the plantation industry
were collected through a levy of cess on the commodity concerned. The allocation
of funds for the development of the plantation commodities may not also be comparltivcly
more than the resources made available through the central and the state
governments for tiie development of other crops. The Boards have been able to
fuuuUl lheir mandate and responsibility for the development of the ind\istjy and thus
have demonstrated their accountability to the growers.

15. The maintenance of separate Boards no doubt involves expenditure on the
bureacracy of the Boards; but most of the personnel are engaged either in research
or many developmental and promotion schemes being implemented by the Boards.
This is not to say that there is no surplus staff in these Boards.

16. T)ie best answer to the poser as to why the Boards should continue is tliat the
growers and stakeholders want the Boards to continue. Though there are differences



of views among the grower communilj' as to what should be the new mandate of
thf* Boards and what role the Boards have to play In the present times, the growers
of all coramodJties are unanimous that ihe Boards have played and can conUnue
to play a significant role in the development of (heir respective Industry. As one
grower safd In a meeting, he would rather have a bad parent than be an orphan.

17.  Hiis aspect comcs out cleajly In the debate on the current impasse In regard
to cardamom. When the Spices Board was constituted merging Into it the erstwhile
Cardamom Board, the responsibility for cardamom only v«is transfen-ed to Uie Spices
Board. The responsibility for important export spices like pepper, chilli etc. continued
with the Indian Council of Agricultural Research (ICAR). There have been moves on
the basis of the recommendations of the Department Related Parliamentary Standing
Committee to shift the responsibility for research and development of cardamom also
to iCAR, but the cardamom growers have been vehemently protesting agatnst the
move. The reconimendaUon for transferring cardaniom also to ICAR. Is based on
rational and sound considerations. Cardamom Is not a spice of export significance
like pepper or chilli. The transfer of cardamom research to ICAR may help to improve
the quality of research as the vast expertise of ICAR In spices research will be available
for cardamom. The Central Spices Research Station is also located in Kerala
Nevertheless the cardamom growers are dead against the transfer of cardamom
research and development to ICAR. Even the assurances that aU the subsisting
development schemes including Uie subsidy schemes would be conUnued even after
the transfer of cardamom to ICAR is not cutting any Ice with the growers. They are
prepared for the withdrawal of subsidy schemes but not agreeable for the transfer
of responsibility for cardamom to ICAR/the Ministry of Agriculture. In fact they have
that once for all this move

18 According to cMdamom growers their experience with tile Spices Board has been

~tofactory: the officers of the Board are more easily accessible and morr,iponrve

Growers are flmi in their view that~he evfpn.si 1 agriculture departments,
of India nor the statrlvem ~el machinery of neither the government

Board and hence .h™ £ " supportive or helpful as that of a
for them. Arguments that specfalisatinn i would definitely be a safer bet
with ICAR would be of immense benefit to fh “J “ “>=npslve expertise available

development of high yielding varieties have nm h matter of
Cardamom growers' federation and many cardamom “,™ay the growers so far.
Written representations and personally expressed thei T "’ ““~“ ations have given
that cardamom should continue to be X the fnfces » demanding
the intention of the governmeni are clear that if

a" Export

Development Agency, then tliey would wai« '2
revived. Incidentally this has been their mn.i ,
shift cardamom to ICAR wafmooTeT1,"”

! "stwhlle Cardamom Board to be



19. The perceived benefits of a Commodity Board are. thus, respoiistveness to the
problems of growers and their greater accountability, Notwithsta/idtng the reservations
about the efliclency of the Boards and the disappoiniment with the performance of
the research elTorts In terms of release of high yielding varieties etc. the Boards have
been able to develop a sense of belonging and establish credibility with ihe growers.
In fact, tfie growers of tea, corfee and natural rubber also were unanimous and firm
in their stand that their Boards should continue. There are obviously differences In
their views as to what functions should be given priority by the Boards, what activities
should be continued, what should be the new role etc., but all growers and others

connected with the Industry were emphatic that the statutory Boards for each
commodity should continue.

20. The success of the statutory Boards In looking after the Interests of their Industry
has In fact spawned demands for the establishment of separate Boards for tur, chill!
etc. Some of the state governments have been representing to Government of India
to create separate Boards for these commodities to safeguard the Interests of the
growers of these commodities.

21. As regards the cost of establishment of the Boards, the cess amount being collected
should be more than adequate for all the legitimate functions of the Boards including
research, [fthe surplus staff of the Boards could be pruned and some of the activiUes
and schemes phased out in the coming years. then there would be more than
adequate funds with the Boards for many development actlvlUes. As can be seen
from the following Table 2.3. the cess amounts collected from each commodity are
fairly substantial and can easily meet the expenditure of the Boards and in most
cases cover the developmental activities also. Hence there may be hardly any need
for additional allocation of funds from the government to the Boards, other than the
cess amount.

Tkble 2.3.  Collection of Cesi amotmts and aliocatlon of funds to tbe Boards
for the year 1999-2000
In lakhs of ruoees

Board Non - Plan Internal and Total Cess
Plan outlay Total extra budge- coUected
grant tory allowance

Tea 1350 2700 4050 50 2698

Coffee 900 1600 2550 255 1103

Natural 1284 7991 9275 1,479 7556

Rubber

Spices 286 1331 1617 73 1013

Board

MPEDA 440 1160 1600 30 1535

APEDA 300 3070 3370 215 2695



22. The demand ol the growers has been thal the ccss amounts collcc tecl each year
should be allocaled to the Boards aulomaUcally and that the Boards should have
fuUu authority lo decide on the utllfzatlon of tlie cess funds as also the Interna!
resources frenerated by the Boards. It may be a good Idea to give complete autonomy
to the Boards in the mailer of uUilsatlon of the funds colJected as IEBR as such a
measure will Ove an incentive to the Boards to augment Internal resources. These
resources could be permitted to be credited into the Board funds and permitted to

be uUilzed by the Board for all its acUvitfes.

A combined plantation board 7

23. There have been a suggestion liiat if the Boards had to be continued, then it
would be cost efTectlve to amalgamate some of tlie plantation Boards Into one omnibus
plantaUon Board or Authority. This is neither a practical nor a sound idea. The
problems and demands of each plantation commodity are difTerent - the research and
development needs, the pests and diseases problems, the processing methods and
requirements, the marketing scenario- all vary widely and there Is little that Is
common. Hence clubbing all the Boards into one Board will only make It a bigger
organisation without being either effective or useful: also focussed attention to any
commodity may be a casuallt™’.

24. Further the production of natural rubber is mostly in southern Kerala and in
southern Tamil Nadu and North Efast. whereas coffee Is grown mostly in Karnataka
and In Wynad district of Kerala and in some parts of Tamil Nadu. Tea Is mainly
cultivated In Assam. West Bengal and Nliglrls of Tamllnadu and in the Idukki district
of Kerala. The headquarters of the Boards have been so chosen and located as to
be as near or central to the production regions as possible. Even otherwise there Is
hardly any advantage of substance to be gained from merging all the Boards together
The ~ t savings from such an exercise wlU also be limited. Hence there Is UtUe logic
or advantage in either merging the Boards or shilung the headquarters of any Boa$,

‘Asponslbillty for cardamom Is
transferred to ICAR then the mandate of the Spices Board would be limited to exDort

b Asnculura, and"e d T o o
Development Authority (APEDAI which has the responslblUty for the

support. AnAy the”ossibUltyrSn~n.enruDr.hr,
cardamom to the ICAli/Agricultural g dis~rsed

are vehemently opposed to the mnv~ if m discussed above, the growers
the Spices Board will become a crd”~om were to be shifted to ICAR, then
of the Board for cardamom research as most of the existing personnel
to be transferred to ICAR. Hence it should may have

Board as an .dependenten U ty-~"otr

sX "rer e r j



different from those of other agricuUxiral and processed food products, it would be
appropriate to continue the present sieparate Board for spices exports.

SECTION Il - The Constitution of the Boair(bi

26. The coMUtution of the Boards vary, reflecting tiie differtng mandates of the
Boards, the kind of activities entrusted to them and the nature of processing and
markeUng of the commodities etc. But all the Boards have large membership as
may be seen from Table 2,4 and there is considerable scope for reducing the size of
the Boards, w-hlle retaining adequate representation to the different stakeholders.

Table 2.4. Membership Strength of the Boards

Tea Coffee Natural Spices
Rubber
Chairman
Members of
Parliament
Govt, of India

repre.sentatlves
State Government
representaUves
Growers:  Smali
i-arge
Processors/Manfrs.

Labour interests

Exporters

Representatives of
technical bodies

27. In all the Boards, representation is given to ail stakeholders but the membership
strength Is fairly large. It should be possible to give representation to all the concerned
interests and still keep the strength limited to around twenty. In practicaly all the
Boards there are a large number of government nominees, both of the central and
the state governments. In addiUon to representative of other government agencies.
As the interests of growers and all other interests are well represented in the Boards
and as all Boards are headed by senior Government officers, the number of
government nominees on the Boards can be reduced. Suggestions in respect of each
Board Is given in the next chapter.

28, It is also recommended that tlie system and practice of government departments
sending observers to participate in the meeUngs of the Boards even at the expense
of the Boards may be discontinued.



Board as a growers body?

29. Some growers have been representing that the Boards should be predominanUy
grower oriented. If nol grower dominated, as the Boards are meant to serve tlie
interests of growers. The former AgricvUtund Marketing Boaids in the developed world,
on the model of which the commodity Boards evolved In India, were grower controlled
organisations. Obviously. Coffee, Tea and Natural Rubber Boards have to be basically
grower oriented as the development of the industry is the major mandate of the Boards.
But all-mund development of any industry will be facilitated with closer co-ordination
and positive interaction with all the stakeholders In the industiy, including processors,
traders and plantation labour. The Boards can thus provide an effective forum for
mutual understanding among all the Interested parties. Hence it would be advisable
to continue with the representation in the Boards for all the stakeholders in the
Industry including the labour.

Mode of selection of members

selection of members. At present the nomination
Excepting the Rubber Act/Rules
the other

30. There is the connected Issue of
of members is by selection by Government of India.
which lay down the provisions for the election of nominees of large ~"wers.
statutes do not prescribe elecUon at aU. The elecUon procedure may be democratic
but fraught with dICQculUes and entails registration of voters, conduct of election etc.
There is no great gain to be derived from the election method unless it can be made
universal: but considering the fact that the number of small holdings is nearly a
million in natural rubber and 1.40.000 in coffee, it is obvious that the election mode
will present many pracUcal difnculties. Government normaUy nominates prominent
growers or representadves of major and active growers’ associations, and hence the
pr.~nt proc«lure of Government of India making the selection of members appears
ihe nominees. The rules may however lay down
the numter of grower members to be nominated from each state and under each
c~egoo- dependmg upon 0,e area under cultivation or the production frl sud’

Representation for smaU growers
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Committees of the Boards

33. TTie statutes under which the BoardB have been constltuleri have made 1.
mandatory on the part of each Board to constitute dUTcrent Board c-ommlUcea  tn
keeping with the functions and the mandate of the Boards. The marketing
function is no more p>erformed by the Boards. TTie development functions aiso may
have to be phased out in course of time, Even the extension service may tend to
get restricted to specialised areas as discussed In the subsequent part of this chapter.
The major functions of the BcKird will be research and quality control. Besides the
Boards will have to perform the role of a facilitator and will have to become knowledge
centres. The committees of the Board could be organised In line with tiie revised
roles that the Boards have to perform. The Board committees could be.

(@) Research and quality Committee to oversee research activities and programmes,
the development and extension services, the dissemination of post harvest
techniques, quality assurance etc.

fb) Executive Committee for the administrative, financial and other functions.
(© Development Committee to oversee the performance of the funcUona and activities

as a facilitator and as a knowledge centre.

(d) In the case of Boards wlQi the prime mandate of export promotion, that responsibility
may be overeeen by an export promotion committee.

34 The Boards naturally should have complete authority to consUtute other sub
committees and adhoc bodies depending upon the special needs and requirements.

SECTION IV - Financial Powers of the Boards

35. The Boards have at present limited financial authority and autonomy even where
the plan schemes have been approved and funds sanctioned. The general limit is
Rs.20 lakhs only. There have been demands for full financial autonomy to the Boards.
There have been suggestions that the cess collections from the industry should be
made available to the Boards automaticaliy. There have been also demands that
the Boards should be conferred with fuU authority to deploy the Internally generated
funds for any legitimate activities of the Boards without prior government sanction.
Such dispensaUon. it is claimed, will be an added Incentive to augment the internal
generalUon of resources. lliere is considerable merit in these su”estions. Actually
the Government of India have been making available to the Boards, sufilclent funds
for all the legiUmale activities of the Boards as is evident from Table 2.3: In fact
more than the cess amounts collected. However, the boards need to be given greater
autonomy if they have to become dynamic and play a pro-acUve role. The emerging
mandate of the Boards will call for greater operational freedom and autonomy to the
Boards.

36 It is recommended that the financial powers of the Boards may be enhanced to
Ss. | crorc and greater autonomy given In all other matters also, subject to the
following condlUons/guldellnesi



a) The Boards shai) not rrcatc or sanclioii any new posts and the posts to be
abolished as per approved restnjcluring pJans arc so abolJished.

b) No commitments involving subsidy or grcint art- entered Into, except within the

resources availabic w@IH the fkmrd and further such ttnancial commJinicnts also

shall not extend beyond the pcrtrxl of one Qnancial year.

PanioipaUon in overseas fairs and exhibitions shall be planned well In advance

at the beginning of ihe year and proposals formulated and approvals obtained for

the expenditure, jjicludinfi the number of participants from the Boards. The

prew:edurc of approvals in each individual case may be dispensed with.

d) The authority to hire consultants for specific duties/responsibilities shall be

exercised subject to adherence to the prescribed procedures.

The authority to take experts on deputation from other government departments

and icchnicai organlsafions/universities for specific work shall vest with the

Boards but the period may be limited to a maximum of four years.

9
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SECTION V > Organisation of the Boards

37. The orgariisation of the Boards have evolved over the years, in response to the
geographical spread of cultivation, the relative importance that came to be attached
to the various functions and activiUes of the Boards and the developmental and other
schemes being Implemented by the Boards. Thus the concentradon of the Rubber
Board on production function has led to the establishment of a large number of field
offices, while in the case of Coffee Board, the pool marketing actlvlly dictated the
creation of a huge marketing set up. The organisational structures have been
undergoing mcKlificatlon In tune with the changing roles/mandate of the Boards.

38. For the Boards to play a more purposeful role in the years to come the
organlsaUonal structure will have to undergo a total transformation, from a bureaucratic
hierarchical structure may have to be replaced

oroferr
Mth profession® work force specialised In their respective lields and capable of
® e x pectations of the different sectlonTof the

win have to undergo complete modification J!h organisational structure
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quo and continuity provide comfort and uferrfore
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* ™Pp«“teHaalon process will
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vof uncertainly. Status
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role in the coining years, the role and the functions of the Boards will have to change,
and accordingly the organisational structure.

40. 'rhe Boards have to endeavour to allay the apprehensions of existing perasnnel
to make the transition smoother and better, but bring about the Lransformation sooner
by setting forth clear obJecUves and work towards definite goals.

SECTION VI - Acti

ies and Schemes of the Boards

41. The functions and the mandate of the Boards have been determining and
Infiuencing the nature of the actlvllles and the choice of the schemes of the Boards.
The Boards which were formed earlier were charged with the heavier res]>onslbUlty
from production to proc”sing and also marketing. CofTee Board thus was fully into
research, development, extension, processing and tnarkelLlIng till recently. The Rubber
Board also performs aU functions other than marketing. Only the Tea Board, because
of historical reasons Is neither into research nor direct marketing but heavily involved
in promotion. As the plantation sector except tea was in infancy when the respective
Boards were formed, the main focus of the Boards have been on the development
of the industry, especially production. The research and extension activities were
geared to these objections; and the Boards did perform admirably as brought out
earlier.

42. All the Boards have been successful in encouraging the growth of cultivation. In
Improving dramatlcalty the productivity and thus ensuring steady grovrth In production,
‘fhe progress has been achieved throu” concentrated attenUon to crucial aspects
of research, extension, and where necessary processing and marketing.

Research activity

43. Research will conUnue to be the most Important acUvity of the Boards. With the
removal of quanUtaUve restricUons on Imports, compeUUon from emcient overseas
producers can not be avoided. Even in export markets, competition is becoming
tougher. The competitiveness of the plantaUon sector can be maintained only through
producUvity enhancement on a sustained basis: that is why research efforts need
to be given the highest priority by the Boards.

44. In the case of coffee and rubber, the research stations and research activities
form part of the organisation of the respective Boards. Both of them have performed
well though there are some weak points and deficiencies. In the case of tea. the
research is being managed by the tea industry. Tea Board funds Uie research work
parUy and also conducts Independent studies and carries out experiments in various
technical and scientific institutions, Since the growers are happy with this arrangement,
this dlspensalon may continue. The Board has estabUahed a tea research station
in Darleeling to address the special problems of Darjeeling tea which Is indlaa
prestigious product. But the staUon has not taken off. It is recommended that the
staUon be strengthened and the research work put on a systemaUc basis, as every
effort is required to be made to sustain and support the cultlvalon and producUon
of Daijceling tea.



rch iind production of cardamom Is ihc
« ,hc Card

45. In the case of spices, only the rcsea rdamom Board was

responsibility of Ihc Board. When jponsjbillly for other splccs was not
merged with the Spices Board but t P efTccUvely an export promoUoii
tran=f.rr«i to U.e Boart, -n>ua the o” production,
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—u and production of all spices

46. Ideally the rssponstbimy for rormatlon of the Board
Should have been transferred to th export promotion,
and the Boani entrusted ,»d ®st harvest management
Export promouon without any rubber the entire responsibility

tltrrrrd'r. ~:nnrrse-rrleareh ISunder, = control.

However, tr.nsfet.ng the — At i HOf

«t mucTSher“mpeTsaUon ” an the scientists of the Boards and their te”s

and conditions of service are also better. Hence the 60N N7
research staUons of ICAR may not be willing for transfer to the Spices Board.

48. Hie other altemaUve is to transfer the responsibility for cardamom --ese”ch”
production also to ICAR. TWs Is also the recommendation of the Department Relate
Standing Committee. However, the cardamom growers are totally and unequivocally
opposed to the proposal thou” die proposiUon is much more logical and may be
more beneficial to cardamom growers.

49. A third alternative even though imperfect, could be the transfer of the operational
management and control of the spices research stations of ICAR to the Spices Board
while the personnel continue to be under the ICAR set up and continue to be governed
by the service condiUons etc., of ICAR Under such an arrangement there will be
accountability of research and production to the growers and to the Industry. There
could be some operational problems in such an arrangement but they should not be
Insurmountable. There may not be separate specialised research stations for some
spices. But major spices are few - pepper, chilli, turmeric, ginger etc. Atleast the
research stations exclusively meant for spices can be placed under the operational
control of the Spices Board. The allocation of funds, the career prospects of the
personnel, their terms and conditions of service etc., could continue to be with ICAR.
This may appear to be a via media and a somewhat adhoc solution, but as the
other two neater solutions are not practicable In the present circumstances, it is
worthwhile considering this proposal. In fact there are persistent demands for the
formation of a separate Board for chilli.

Evaluation of research programmes

50. Though the performance of the research staUons under the control of the Boards
has been satisfactory, there is a growing perception among the growers that the
research work in all the plantation commodities - tea, coffee, rubber and spices have
of late shown a slackening tendency. Not only the growers, but even e;g>ert technical
bodies have expressed serious apprehensions. The growers do not want any change
in Uic organisational set up of research acHvlUes but would want the Boards to pay



far greater attention to the perfonnance of the research stations, their actlvittes and
programmes. The foUowlIng aspects would need attention and follow up;

a) The Improvement of the physical infrastructure In the research farms and stations
and allocation of adequate funds to improve the conditions.

Some of the research stations are situated In difficult and far away places; suitable

compcrjsatlon atleast by way of better facUtles and perqulsltics for the technical

and scientific staff working tn the places may be In order,

Tlie fmanclal compensation of the scientific and technical staff are less attractive

than that are applicable to ICAR scientists. Atleast the career prospects can

be brought on par as a measure of motivation, subject to periodical review of
performance.

b

C,

51. Tlie pay scales and service conditions of the research personnel of the Beards
have remained somewhat inferior to that of ICAR professionals and this has been a
sore point with the scientists of the Etoards. It is recommended that motivation for
sustained better performance be provided to the scientific and technical personnel,
though adequate and deserving career progression, perquisites as provided in iCAR
institutions. Improved physical infrastructure at the research stations, proper recognition
and reward of performance and reasonable creature comforts especially in those
stations situated in remote places. TTie Boards need to look Into these aspects to
provide the required incentives and motivation to the scientific and technical personnel
in the research institutions of the Boards.

52. The work In the research departments of the Boards may tend to fall Into a routine
and become repetitive. It is recommended that the research programmes and work
be submitted to an annual scientific and technical review by an independent team
of experts Including one or two growers. The implementation of the recommendations
of the team may be reviewed by the research sub-committee of the Boards atleast
once in 3-4 months.

53 Plantation commodities arc long gestation crops and any evaluation and
recommendation regarding new selections or any other recommendation wiU require
many years of breeding, field trials etc.. and there can not be any short cuts. It
is therefore suggested that the Boards may constitute once in 7- 8 years a high
powered scienUfic and technical committee consisUng of outside experts including one
or two knowledgeable growers, to assess the direction of research and the results
of scientific and technical research being carried out In the various stations, study
the trends and developments worldwide and make recommendaUons for future course
ajid dlrecUon of research. Such an effort involving also fully the research scientists
of the Board. wiU be necessary to ensure that the country does not fall behind In
the crucial areas of fundamental and applied research.

54 Tea research has been with Uie industry managed research institutions for
decades In the case of coffee and rubber, there has been hardly any research work
in the universities or in the private sector. Enterprising growers and some large
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55 The Boards mav also entrxtst to universities and other technical bodies any specific

rrae”h in areas where such InsUtutlons have specialised expertise and
S"enee ™ a Board Is already utilising the capabUltles avaUable In many tehenM
2,rs~"nufic institutions across the country. Such project based by
outside technical bodies will help the Boards as well as their rese”ch dep”ents
to get the benefit of expertise available outside the Boards and enable the Boards to
coifcentrate on those aspects/areas in which only In-house capabilities and expertise
are available or have to be buUt. The Boards may also evolve a programme to engage
on contract experts and retired scientists for research work, say to demonstration
farms for carrying out research activities. If some experts want to undertake research
at these places on their own. the Board may also consider providing opportuniOes
to them, subject to safeguards.

56. The Boards have also many tie ups with international scientific and technical
bodies. Their interactions and exchanges will be useful not only for enhancement
of capabilities as well as tlie enrichment of knowledge of research personnel, but
also help in knowing and learning about the developments in the rest of the world.
It is recommended that the Boanjs liberally permit such interaction and overseas visits
by research personnel. The facility of access to scientific publications as also intennet
facihly need to be also expanded.

57. Ri~earch efforts require proper direction and operational freedom, besides funds
and facilities. The heads of research, departments may be given the status, the
operational flejdbility, adequate resources authority and autonomy. But there shall

be accountability and the Board may hold the heads of research divisions answerable
for perfonnancc and results.

Development activity

58. Development and extension services were two major activities of all tlic commodity
Boards. This is also because the major objective of. and therefore the function of
the boards has been, the development of the Industry. The Boards have been
concentrating mainly on extension of planted area, replanting, adoption by growers



of tmproved fann practices, irrlgatton development etc. The Bciards first started
granting loans to growers for the development artlvliles and in course of time
increasingly started “~ving subsidies also. Co encourage the growers to plant high
yielding varieties, adopt Improved fann practices etc. The Tea. Coffee and Rubl>er
Boards have been Implementing such development schemes fur dccades. The schcmes
were in different forms - loans only, loans at concessional interest rates, loanh
combined wlUi subsidy schemes etc. Huge amounts have been jiiven to growers so
{zi. Rubber Board has given subsidy for the development of rubber cultivation to
over half the cultivators In the last twenty years, 'rhe total worth of the
In today's value will be substantial. Tea Board has twen giving loans even to large
corporates. Similarly. Coffee Board has been 0ving development loans since the fifties,
though only around one third of the growers could be assisted so far. because of
inadequate funds allocation. AU the Boards have also been granting subsidies for many
years. The Boards have been giving initially subsidies for production related activities
such as Improved processing, quality troprovenient etc; but gradually the subsidy
schemes were extended for marketing activities also.

subsidy

59. The grant of development loans and subsidies cast enormous responsibility on the
Board personnel - the Inldal scrutiny of the eligibility of the applicants for loan/
subsidy, and after the grant, the close monitoring of the uUlisation of the loan and
subsidy, periodical visits to plantatloiis for monitoring the growth of the plantations
and for recovery of the loans in cases where repayments were not forthcoming
voluntarily. The tasks invoh“ed have been engaging much of the time of the extension
staff which should have been devoted to soUd extension work.

60. The ImplementaUon of the schemes have also necessitated an administrative
set up at the Qeld and head office levels. Apart from the huge cost of subsidy and
the loss on account of defaults In repayments of loans, besides the diversion of
the valuable Ume of the technical staff, the large adminlstraUve machinery set up
for the implementation of the schemes has been an additional burden on the Boards.
The Rubber Board has employed a large complement of ministerial staff In the
production departnient to deal with the loan and subsidy schemes.

61 The growers have no doubt benemted from the loan and subsidy schemes of the
Boards which were being implemented all these years. The schemes have played an
important role in promoting new planting, replanting, adoption of Improved faring
methods etc However, excessive concentration on loan and subsidy schemes have
been diverting of late, the attention of the extension staJT, from the core pension
duly to the monitoring of the proper uUllsaUon of the loan and subsidy timds by
the beneficiaries of loans and subsidy.

62. Now that the plantaUon IndusUy has been weU established, the loan and st.teldy

schemes can be withdrawn gradually. The withdrawal of subsidy on new planting/

%eptan“ng may not have any serious repercussion on the growth of the plan~Uon

IndusUT. It is the prospect of good prices and the avallabtUly of

arowers that determine and Inlluence their decisions on area extension or replanting,

h has been argued bv the Boards that subsidies will be necessary to Induce the growers
take t" selections or adopt new farm practices. But this kind of argument



car, not be carried too far. New vaDeUc./Improved farm prncUccs can always t*
demonstrated In Board's demonstration fanns and In the plantat™ons ofmany entejristag
growers who will be willing lo test new varletles/fajin practlc.b. Subsidy schcra«
for such purposes are no longer Justined and can be disconUnued wliftout fear of a,y
repereus®n”~replanUng. It Is the conlldence of the growers on Uie reco”cndalUo™
of the Board's research and extension staff which will determine lhe degree
acceplance/adoptlon of new varieties/improved practices. A study has established that
practically all new planting by the natural rubber growers who have not been
beneflclarles of Board's assistance, consisted only of the high yielding varieties
recommended by the Board.

83 The plantation Industry has matured In the last few decades and the powers
are better Informed and better placed Uian the growers of other agricultural crops.
‘They should be able to access normal financlal channels = Banks and Co-operative
Institutions - for their fund requirements, -nie Boards need not have to continue
the development loan schemes and may gradually phase them out. Specific
recommendations have been given Jn the next chapter.

64 The Boards have been giving subsidies not only for plantation development but
also In the areas of processing, marketing etc. The tendency also appears to be to
continue the subsidy schemes in one form or other conUnuously. There is bound
to be always a pressure to extend and justify subsidies pracUcally for aU activities.

65. It is not that all subsidies are unnecessary. To encourage replanUng of old
uneconomic trees and bushes it may be necessary to continue some measure of
subsidy. The potential loss has been a deterrent to replanting and hence subsidy may
be Justified for some more time. Another area where subsidy would be JuBtifled Is
quality improvement. The commodity sector wiU have to face increasing compeUUon
in export markets and from imports In domestic markets. As cost and quality will
determine compeUtlveness. quality improvement is essential more so definitely for
exports. The culture of quality Is yet to percolate at all levels. - in culUvaUon practices,
in harvesting, post harvest handling, processing. In storage and transport. Not only
the advantages are not perceived, and even where the benefits are understood and
appreciated, the gains expected to be realised are not considered commensurate with
the additional efforts and cost involved in quality control improvement and assurance.
Hence, it will be necessary for the Boards to continue not only with  education and
training in quality aspects, but also subsidy to popularise quality improvement
measures. Schemes involving subsidy may have to be continued for some more time
covering all quality aspects and in all areas - organic cultivation. Improved processing
methods/harvesting techniques, post harvest management, storage and movenienl,
quality assurance, laboratory upgradation. testing equipments and of course training
and education. All the Boards have- of late been earnestly devoting resources to
quality awareness and improvement programmes and it Is recommended that available
subsidy funds be allocated first for these activities.

Ezteaaion services

66.All the Boards have also built up vast extension machinery for rendering extension
service to growers. In ail tlie Boards, the extension service is kept distinct from



the research department. In ihe Rubber Board, production and extension departnient
has beconic the biggest employer accounting for over half the siaff strength. Tea
Board has the smallest complement as there ts no extension responaibiltty for the
Board. In the past, the transfer of research findings to the Reid, education of the
fanners on best cultivation practice arid on pest and disease control and training
In all aspects of cultivation and harvesting used to be the Important responsiWUtles
of the extension staff. But with the advent of loan and subfsidy schemes, the ttme
and attention of the personnel were getting diverted to the granting of loans, monitoring
the utilization of subsidy etc and the core extension work was gelling 1"ored. it ha&
been recommended that some of the schemes may be phased out; then (he extension
staff can and should be able to concentrate on their prime duty and responsibility.
67. Increasingly some of the tradSUonal extension services are being provided by
the private sector and more efficiently also. Already In seed and planting material
production, private sector has become the dominant player. Soil testing facilities are
aUn coming up in the private sector. Advisory services In fertilizer applications and
pest control ar® also becoming common. It will be a matter only of time before au
the extension services are available from the private sector, albeit at a price; but
competition will ensure that the senrtces are efBcient and cost effective. The funcUons
and the role of the Boards’ extension machineiy wiU in due course become limited
and specialised. Of course the &3ards‘ services may have to be made available in
non-tradltional areas, as the private sector may not find the provision of extension
services in such places viable. Some poor growers even in the traditional areas may
not be able to afford the services of private service provider. But there Is no doubt
that most of the extension services could be phased out In the coming years.

68 Some of the services of the Boards are no more reciuired to be provided and where
continued also, definitely not required to be rendered at subsidised rates. Supply
of planting materials at subsidised rales is one example. A beginning can be made
by removing such subsidies on planting material except perhaps in the non~"*diUonal
aLs for some more time. The cost of planting material form a small portion of
total cost of new planUng/replanting. and hence the removal of the element of*ubsidy
should not have any adverse consequence, -rhe private nurseries a n w are

popular and even now meeting most of the growers' requirements.

L willing to pay full price for the planling/seed material of the Boards. tfthQ™ "e
~llm g to pay higher p L s for the planting material from private sources. Th. Boards
S introduce a system of certUylng private nurseries on the basis of dear
trllsoarent norms and guidelines. In the entire agriculture Held, private seed supplies
have Lcome common and there Is no reason why in the plantation sector also private
seed/planting material suppUes should not be the normal mode® The Boar” may
cS'ltinurS own nurseries only If viable on full cost recovery basis. May be this
activity can be given up after some time.

69 Regarding dissemination ofimproved far™ pracUces, Including fertilizer
(1 m/.fhods etc the Boards may have to concentrate more on training
S XasS,rofg-err..; --*-er tL . on Individual baai. ~ready Rubber



Board has populailscd Rubber ProducerB SorlcU:”. ColTm Board pan of,,,
rrenenlauon of extension sirategifs have successfully tried Mrnii-rs Particlpaia”,
Method in small growers sector. The pilot attempt has been a success: not only
the panlejpation has been hl«h but also tliat more than 75% of the participants fou,,j
such workshops useful. o\er 60% have mdlcaied lheir inclination to adopt the
pracuces and technologies learnt at the workshops. Improvcntent may be required
in the techniques of dissemination and training : like the use oi more audio visuals
and neater participaUon of research scJenUsts. Such meetings/workshops where
Joint jnteraction with groups of 10 to 25 growei-s take piacc should be the preferred
future approach to delivery of extension ser\iccs. Such programmes will help In belter
understanding of local field problems, help in vertficaaon of Held validity of different
technologles/pracUces and give the field feedback to the research scientists. Such
group efforts will help to maximise the output of competent and qualified extension
personnel and also keep them on their toes as they will be exposed If they were
inadequate In their jobs. Group workshops/meetings is a new challenge to extension
machinery of the Boards.

70. Logically the further movement and progress will be in the direction of harnessing
the communication and computing technologies for rendering better extension service
to growers. The Boards' research and extension departments can create comprehensive
web sites which could be tapped by the extension staff during the meetings with
growers to ariswer all their querries and respond to all tlieir problems. The Boards
may also help growers’ organisations to set up information cells/kiosks In all
production areas, where with the assistance of a qualified assistant- the present
extension staff if necessary - any grower may be able to obtain any data or information
he wants or get clarification on any doubt he has and seek advice relating to
cultivation, processing or market related issues. The Board may also start an E-
mail service and provide instant reply If received between specified hours on specific
days. It may appear that this manner of providing extension service may be elitist
but the rapid expansion of the internet facility will ensure that such a method of
extension service becomes popular and more cost efrective. In fact, information
cells/kiosks in all production centres can be started. Such Information kiosks will
not be an expensive proposition either. However such a facility will be useful only
If the websites of the Boards are comprehensive and address all the problems of
growers and are constantly updated and improved. The growers’ organisations in
various places could be assisted to establish and maintain such klosks/cells. Once
a few such kiosks are successfully run. the idea will automaUcally catch up. The
neld offices of the Boards can also be developed Into virtual extension centres. 1lis
recommended that the Boards commission a study to examine the creation of such
a facility and test the usefulness and feasibility of the exercise by opening a few
centres-

PromotiOD & marketing

71. Tea and Coffee Boards have been actively involved In generic promotion on tlie
ground that being beverages, their domestic promotion Is necessary. Tea Board has
been also promoting Indian tea abroad for decades on the premise that continued
prgmotion Is essential for the sustained growth of exports and prosperity of the
industry.



72- Tea Board has been m~ntalning a number of foreign oflices to promote Indian
lea. cventhough India has been known throughout tJie \rorld for decades for its high
quality tea. The promotion efforts have only to show by way of resxilts. huge
expenditure on the maintenance of the foreign offices. In the last twenty years thr
share of Indtan lea In the world expona has actually come down to around 16%. The
promotion office In United States has been functioning for nearly 35 years but the
total exports of tea to US has been going down from I12m kf~ In 1951-52 to around
em kgs now. The role of foreign offices Is sought £o be Justified on grounds that they
perform liaison functions, gather market Intelligence, facilitate participation In
exhibitions and fairs etc. Coffee exports have grown from Rs. 324 crores to over
Rs. 1900 crores and spices exports from Rs. 242 crores to Rs.1860 crores in the
I~t just one decade, against stifT competition without the benefit of foreign offices.
APEDA's exports Is now nearly Rs. 7000 crores. None of them have exclusive foreign
offices, though India has not been known for these commodities unlike tea for which
India has been justifiably famous. Even today high quality teas fetch very good prices.
Moreover the tea trading contacts are well established and tea eigjorts is dominated
by big exporters. MPEDA, whose exports are around Rs.5000/- crores. have oilly two
foreign offices, one in Tokyo and another at New York. Tea Board has been maintaining
five foreign offices at a cost of over five crores per annum.

73. The Ministry of Commerce had Initiated an exercise to utilize the Tea Board’s
forei” oflices as common commodity oflices so that the officers posted in tlie foreign
omces could be gainfully employed and the huge expenditure on the foreign ofiices
made worth while. A beginning was made with the London and New York offices;
they were to cater to the export trade of coffee and spices also and the total cost
of the ofiices shared. The efflcacy of the arrangement has not yet been established.

74 Both the Tea Board and MPEDA which maintain foreign ofiices strongly contend
that their-s are specialised products and altogether different business and hence
not be clubbed with the promoUon of other commodlUes. They also feel that me

exercise of financial powers pose dlIBcuWes If the foreign offices answerable
to more Uian one Board. The more important reseivalon Is on ground of accountability.
It is nrnily contented tliat such a mulU commodity office will not “

any Board and will become like another commercial mission of India. ™ s dtto'l'jy
Tvalid point but does notJusUly the huge expenditure by the Tea Board on the foreign
offices.

75 In addiUon to the oOlces of Tea Board and MPEDA. the
Organisation (ITPO) under the MInistiy of Commerce and Industry have alM a number
rfroJeloi offlces though the charter of the ITPO ofiices is somewhat dinerent. A
comoretensivc review of all the foreign ofliccs so as to minimise the expenditure
maximise lhe benefits Is necessary. Any way the foreign ofiices for tea promoUon
only is hardly Justified.

Indian Tirade Promotion

7fi  The functions which these foreign offices are expected to perform are. In tte
course expected to be carried out by our commercial missions abroad. The
d7 r " fc¢lLerce

incurs crores of rupees expenditure on these commercial



mis*.ians. Many n,i»s.ons do no, n

The plan.at.on industry are not happy w«h th.

ralMtons UPASI brouRht to attention a recent Instance wherein Ihey had sought tron,
atr:;,,s.orLe i?2ronna.,on about the plan.aaon € ucTe?
appears that barrinf! (he counsellor from Sri Unka who prompUy coUccted tfe
infonnauon and sent it. and our Thai embassy which responded with the address
of an organisation that UPASI could contact, none of the other n
bothered to acknowledge the correspondence. According to our Boards and tht
industry, if this Is the fate of a sltnple enquiry by a well known and reputed
organisation. It shouldn't be ditlicull to Inmglne how the commercial missions nay
respond to the requests of ordinary Individual exporters.

77 One possible soluUon could be to place the commercial missions in Jmportaut
export d-itoiations like London, New>'ork. Tokj'o. Brussels. Dubai. Moscow etc. under
the ioint control of the MInlsUy of External AiTairs and the MiJilstry of Commerce and
Industiv. While the missions will continue to be under the complete control and
jurisdiction of the head of the foreign missions, the commercial counseUor of the
mission raav «;port to the Ministi* of Commerce and Industry m matters relating to
trade - commercial intelUgence. studies and reports, representalon in fairs, trade
delegations, commercial work etc. Since the expenditure on Uie commercial missions
are any way being met from the funds of the Ministry of Commerce and Industiy.
ttils arrangement should not pose any problems. operaUonal or otherwise. The Boards
as well as the trade and industry can then confidently approach the missions for their
export promotion work. The Individual foreign ofDces of the Boards could then be
disbanded. Such a system will save considerable expenditure to the Boards and at
the same time the needs of the Industry will also be met. As regards personnel to
be posted In the missions, a panel of officers could be formed from among the
officers of the Commodity Boards of the Ministry of External Affairs and from the
Indian Trade Service. Officers specialised In trade and marketing profession preferably
with knowledge of a foreign language could be considered for empanelment and a
board consisUng of the secretaries of the Ministries of External Affairs and Commerce
and Industry' could select the candidates for appointment against the foreign posts.
The performance of the officers in the overseas commercial missions may be a factor
in the further advancement in their careers. Such a system will also avoid the present
system of officers being selected on adhoc basis and the posting to the foreign offices
being perceived more as a reward or bonus, than through a process of selection
on merit.

78. As regards domestic promotion outlets, both tea and coffee houses, the Boards
need not run them anymore. The Boards may continue the outlets In the Parliament
House and In their own head offices but there is no logic in continuing them elsewhere
for the puiiMse of domestic promotion of tea or coffee. It is recommended that these
coffec/tea centres be progressively privatised.

79. Marketing activity has not been a part of the mandate of any Board except thai
of Coffee Board, that also has been given up. It is recommended that the Boards
may not involve themselves in marketing activities. The Boards are also not equipped



to carry out market intervention operations either. It would be almost impossible
for the Board to administer the provSsJonH regarding minimum and maximum prlcrs.
It is practically impossible to enforce maximimi prices. Even the implementation (rf
minimum prices Is fraught with risk. The development of a grey market can ivot
be avoided in such a market situation and may lead to undesirable developmente.
It may not be prudent to interfere with market forces and machanlsm when
implementation may not be feasible.

Processing and post harvest management

80. The Boards have of late
resources, to processing,
these
sector.

been paying Increasing attention and allocating more
post harvest managemenl and quality assurance. So far
have been the weakest aspects of India’s agriculture; as also of the plantation
Developed world especially, have become very strict In the enforcement of
quality standards which are also becoming increasingly stringent year by year. Hence
improvement in processing techniques and post harvest management have become
essenUal for the purpose of meeting International quality, safety and hygiene standards.
Wastages and poor keeping quality in agriculture are all due to the neject of these
important aspects.  However, awareness, attention and adherence leave a lot to
be desired. The Boards in recent Umra. have put In serious efforts in this direcUon.
Rubber processing has considerably improved due to the efforts of the Board. In the
case of coffee also, processing has received due attention. Tea Board and UPASI arc
doing considerable work among small growers and with the Bought Leaf and co-
operaUve factories to Improve the quality of Tea. The Spices Board and APEDA have
been devoting resources in select areas to inculcate appropriate post harvest management
techniques among farmers to ensure that exports are not affected. But quality culture
has to spread wide and far. In this respect ICAR and the state agricultural
departments have a vital role to play. They have to take up the challenge  of
disseminaUon of correct post harvest management techniques much more inten’y.
It is recommended that In the meanwhile the Boards may. apart from continuing theLr
existing schemcs. devise stra.egles/dniw up schemes to popularise the Improved
processing methods/post harvest techniques for their eommoditles from the point
of Improving quallty/shelf life.

81 As part of the processing activity, the Rubber Board has started many ventu,”
ostensibly for dationstraUon purposes. Not only these projects have Invoh”d huge
capital outlay, but the running of the centres may resijt In operational los”s While
improved processing methods and techniques may have to be demonstrated ~d
popularised. It would be prudent on the part of the Boards to avoid the ttmptatlon
to stray Into commercial acUvltles In the name of demonstration projects. The Boards
may at best encourage the private sector with some capital assistance to set up such
improved processing units.

Controls and regulation

82 The objective of constituting the Coffee and Natural Rubber Boards ~  to ensure
fh mGround development of the respeeUve Industries. The stahAtes therefore provided
or complete and to™al control of the Boards over cultivation. producUon and marketmg.



give returns Movem.nl of natural rubber requires

"cofc Ach was less i*sUlclive mid provides only for reglstrallon of eMata
MW rrosrro>:n.ne,i.~ - j- L 'r™~t”~dTrrz s tr
~e sheLlTrrrorITef."::r"f,e case of co.” regl— of es.ale» wlU.
state Rovemmems. and returns to be provided by the growers.

83 Tea Act aJ;]su proridcs for control over planting and replanting ~ The chapter
83. Tea Act aJM pr extension of Tea CultlvaOon . Management

T L tofZ | the obUgations under tl.e then subsisting IntemaUonal Tea Agreemen,
to which India was a party.

84 All the statutes under which the Boards have been established provide for
L e n ~ of exports. In the case of coffee, separate permits are required for cgiorts:
rArSse oTS and spices only one time registration of exporters is required” though
the valldlrv of the rcgistraUon period Is maximum three years® The system of
registration in all the Boards |Is however well streamlined and there Is hardly My
complaint or representation from the exporters. Even the permit system of the Colfee
Board operates smoothly witJiout any hassles.

85 The basic issue Is the raUonale or need for continuing the system of Ucencl”
reglstralUon/permits whatever be the justfficaiton for such regulations In the past The
need for Ucenclng/permissloiis for planUng/replanting obviously has no place in the
present times. Even the Rubber Board is not enforcing tlie rules though Tea Board
sun does. It is recommended that these practices and licencing can be dispensed
with and the regulations modified.

86 The Boards however feel that a regulaUon providing for one Ume registJ®Uon by
all growers would be useful, as such registration will faciUtate the collection of data
on area and production which may otherwise be difficult to collect. The point made
is that there should be no difficulty in furnishing information at the time of planting
and replanting and anyway this obUgatlon wiU be only on veiy few growers every
year. It is contended that registration of estates will be In the interests of growers
also, as the certificate be a record of cultivation and will be helpful to the growers
as a primafacle documentation for obtaining ~sistance from banks and Boards and
also from the state governments. The Coffee and Spices Act provide for registration
with the state governments and the Boards need not have to register the estates.

87. The Boards also feel that the system of annual returns from the growers may
continue as it will enable the collection of current data on production witli otherwise
win not be available. The general perc;eption is that if the Boards can not collect the
infonnation directly from the growers and have to depend upon the states/central
governments”® then the data may be Incomplete apart from the inevitable delay ir
collection of Information. But in respect of all crops from cereals to fruits, tht



govemmenis do have a system of collecting data on culUvailon, production etc. The
same system can be followed for the plantation commodities also, 'niere Is no great

advantage to be j*alned from duplicating the collection of data regarding area planted,
production ctc.

88. At present the data on area and holdings Is on the basis of Incomplete returns
from growers and from the state governments. TTae Boards may like to arrange to
conduct a census of holdings, say once In 10 y«are. Comprehensive data can be
more accurately coUectcd and more important, valuable information about varieties
planted, age of trera/bushes and such other details may be obtained through such
a census. On the basis of data, some sample surveys to ascertain the cost of
cultivation and adoption of larm practices can also be conducted. Such a census
once in 10 years can be specially funded but may not be expensive. The experUse
of the Central StatlsUcal OrganisaUon may be available for this purpose.

89. Another Issue regarding which the Boards feel strongly is about the
of exporters. The view of all the Boards is

permits for exports wUl have to continue.

re”stralon
that reglstraUon of exporters and even
Permits faciUtate the collection of cese and
the export returns help in the collection and analysis of data on exports that too
wlitliout delay. Further a compulsoiy registration system alone can facUitate aiid
give authority to the Boards to discipline the export trade against poor quality, unfair
trade practices etc.

90 All these grounds may have been valid earlier. Data from the Directorate General
of Commercial InteUlgence 8t StaUstlcs (DGCI&SI used to be enormously delayed but
It Is now available with a time lag of a few months. The Ministry of Commerce is also
conOdent that soon the time lag wlU come down. The customs department has im
ambitious plan to computerise the operations In all ports and Iherefore the import
and export data may be available almost on line to DGCI&S. Hence the very basis
for insisting on submission of returns by the exporters may not subsist after sometMe.
The Boards may require some more information than that are normally made arable
by DGCI&S but then it should be possible to collect from the customs such addition”™
ujrormauon also. MPEDA is stated to be obtaining a copy of the export shipptog bil
from tire customs to collect such needed Information. Hence a simple system of
collecting the required InformaUon from the shipping bills of say a spice cxpoiwr or
coffee exporter can be easiw worked out with the customs. Then the present elaterate
nrocedure of collecting returns from the exporters only for the purposes of compllatim
S d~U ~ exports ®may not be necessary in the future and can be disccntmued.

Syt uftotrtreXrtlon

of the customs authortties. Cess Is payable
« ry

” ems which'are permitted to be exported without pennlts.

92 Another aigument m favour of the registration system for exporters Is that tte

Boart” IU have the authority and opportunity to discipline erring ex; rtera only If he
reg— This again Is not a valid argument. Before any export



cai. be madr every exporter has (o obtain a valid Importer ~ Exporter eode from the
Directorate General of Foreign TradelDGFn. The Foreign Trade Development and
Reat.la.lon Ac, gives enotttf. attthortly to the DCFT lo caTbrC'."'
for IrregularlUes committed In export Import trade. Perhaps a way can be found
to confer on the respective Boards the power to conduct enquiry Into”iy complaint
in their respective indt,str>. and make suitable recommendat on to he DIrj orate
General of Foreign trade for further action In case ol any IrTegulantles In export trade.

93 Any raUonallsatlon of procedutrs which will lead to slmpUncallon and avoid,
transacuon costs has to be welcomed. Any licencing/ penrtt system, however smooth,
simple and transparent will Involve a transaction cost. If the pugMSe and obJecUves
of L llcencing/pcntilt system can bo achieved without dupltcat.on of ellorts then
derinltely it wiU be In the Interest of the countiy to Introduce lhe Improvement and
the system change. It Is therefore, recommended that as soon as the customs
computerisation is completed and the DGFTs powers of taking action against
exporters for vlolaUons of export conditions or for any defaults/irregularities can be
conferred on the relevant Boards, then the system of concurrent registration of
exporters and export permits may be dlsjicnsed with.

94 An apprehension has been expressed that if the Boards do not have powers
of registration, then It may not be possible to specliy certain special conditions such
as quallty' standards for specific products. These conditions could be the hygiene
norms for the products, quota restrictions where appUcable, permissions to use the
logo of the Board only under certain conditions, compulsory quality certificates or many
such restriclUons/condiUons. This apprehension again is misplaced; the powers and
the authority to prescribe conditions are vested under various statutes.  Separate
registralon v«th the Boards may not be necessaiy to prescribe the special export
regulations/conditions which the competent authoriUes can always do.

Quality certification

95. Export of agricultural producls. marine products and commodiUes have always
been subject to safety and hygiene standards, ‘'rhe specifications and sanitary and
phytO'sanitary measures are becoming more stringent and the developed world
especially, have become increasingly strict tn enforcing all such regulatjons. Our
marine products had to face a temporary ban in the European Union Countries
and our meat and meat producls are siill not acceptable In some countries. Meeting
the quality standards is the primary requirement for exports. The Spices Board has
established a quality control lab for the testing of export products. But many more
testing labs and certification labs have to be promoted all over India not only for
plantation commodities but also for processed foods and marine products. Some
of the Boards have already formulated schemes to encouragc the setting up of testing
and certification labs In the private sector. Quality certification may have to be
prescribed especially for agricultural products in the interests of maintaining the
country’s image in the world. For this purpose many testing centres/labs may have
to be qualified and accredited. To facilitate this development, the Boards may lay
down guidelines and norms for recognition of such private labs, the equipments that
they must possess, the scientific and qualified personnel that they must engage etc.



The gutdelJines would also need to lay down a transparent pnx«durc for pcrioelScal

inspection of labs by an idepcndeni panel of experts, provide for appeals and such
other aspects also. The national standards have also to be established If not already

existing and harmonised with the International standards wherever necessar>'
within a tlrme frame.

96. Organic products arc becoming popular Jn the developed world and organic
products command a premium also. India can exploit this opportunity available,

organic culUvalion can easily be promoted in many parts of the country.
and Spices Boards have taken acUve

as
Tea. ColTee
Interest In tills respect and are popularising
the cultlvaUon of organic products. Since the cultivation Is mostly by small growers
especially In coffee and spices and in the case of cereals also, the cost of cenificatlon
becomes expensive and marketing that much more difficult because of smaller volumes.
The Boards have programmes to help cultivators of o r~ic products. It is recommended
that they address the issue of certmcaUon so as to bring down the costs, evolve a
credible Indigenous cerUflcation system and help also in marketing the products by
parUy subsidising market promoUon.

97. The Department of Commerce have already Finalised the protocol for the establishment
of NaUonal Standards. The Boards may popularise the concepts and disseminate
information about the Standards so that more and more growers may benefit from
this opportunity.

SECTION vn Analysis of the existing manpower

98.MoBtorihe Boards have surplus Stan,
it is because of Uie legacy of the past.
continued with the Board, evemhough that activity was given up and all the s
were given the VRS option. There have been avoidable excess recmltment of staff
in some Boards for the administration of subsidy schemes. The producUon department
alone of the Rubber Board has 671 ministerial staff Including 111 Group” & Bo t o
The following Table 2.5 clearly brings out the excess supporting staff, mostlj
non-technlcal cadres in the Boards.

mostly In the non-techrflc® cadres,
Some marketing staff of

Table 2.5. Staff Htrength of the Boards

i i ini Ministerial
Toial strength Of which Teclinical.
Rame of the of personnel group C & scientific and
Board D cadres and professional ~ supporting
. staff staff
435 1028
Rubber Board 2274 1463
Rnard 1106 950 228 722
574
Tea Board — 740 627 53 -
Spices Etoard 590 508 76
S 1s;ip r -

;= .0 n . shmp

farming. AI'EDAs total strength Is less than 100.
-31-



100. Government of India has a.ino«nc«l that a VRS s<.-hen,e wll be Introclucecl t,
the surplus staff of Ihe govcrr.ment. The Boards may also offer tiw stunc facility i,
II-s surplus stall. In addition, the Boards may arrange to provide o their staff,
computer literacy so that some of theui may be able to find alternative openings
elsewhere. Nevertheless surplus staff will remain. The posts however couW be
abolished and die stall' rendered surplus can be placed in the surplus pool and
redeployed when vacancies arise due lo rctin;ment etc.

SECTION VIII - Publications

101 All the Boards bring out periodicaUy many publications. The Boards have been
commended by the growers for the comprehensive data base developed by them and
the weaiUi of information beUig made available for the benefit of all. The only drawback
is the enormous delay and time lag in bringing out the pubUcaUons. The latest edition
of Tea Statistics brought out in March 2000 contains information upto 1997/98 only.
EV'en the Tea Digest 1999 published in August 2000. contains Information upto 1998
only. With computerisation of all activiUes perhaps the delay can be brought down,

102. Coffee Board brings out a Data Base on Coffee [bimonthly publication and also
a quarteriy) and Market Intelugence Report wliich contains upto date Information but
a comprehensive compUaiion such as Tea Statistics is not being brought out. The
Rubber Board brings out a comprehensive publication called Indian Rubber Statistics.
The latest publlcaUon contains information upto 1998- 1999. The Board also brings
out a monthly newsletter. The Spices Board brings out an annual pubUcatlon. Spices
Export Review and at regular intervals. Spices Statistics but the last publication was
in 1998. The other occasional publication Is Area and production of Spices in India
and the World and the latest Issue expected to be published soon will contain
Information upto 1998/99. The Board also brings out an useful ‘Spices Market” weekly.

103. APEDA brings out a number of publications Including one on Export Statistics,
The InformaUon is fairly upto date. MPEDA brings out annually publications containing
export data besides monthly and weekly newsletters.

104. Thus all the Boards bring out annually and periodically useful publications, some
very comprehensive. It is recommended that each Board go tlirough the publications
of otlier Boards and try to make their armual publications more comprehensive so
that all the required data would be available at one place. Every effort may be made
to be as upto date as possible. Besides, Uie special publications meant for tlie dtITereni
sections of the industry and the newsletters may also continue.

105. With the computerisation of all activities and with data from the Dlrectoraie
General. Commercial Intelligence and Statistics also expected to be available witJi very
little delay, it should be possible to bring out hereafter the publications with the latest
data.

106. Coffee and Spices Boards have brought out CDs containing data, topics of interest
etc. It is rccommcndcd that all the Boards bring out their publications and other
useful information in the CD format also.



SECTION IX m Computerisation

107. The Boards have made a beginning In computertsation. The process of
computerisation In Tea Board was initiated in 1988 on the basis of the plan of action
recommended by the Indian Institute of Management. Calcutta.

computerisation of certain departments like statistics and
Now more

Initially the
liccncing were taken up.
departments are being covercd. The Darjeelina Certtflcatlon Trade Mark
Protection Process has been computerised through an on-line system

108. Tea Board has two websites;

http: tea. .in which Is a more general site and

www.tea.india.org concetved as a comprehensive tea portal but now meant
for trade. The website Is yet to be fully developed.

109. Rubber Board has ala) taken up the computerisation of ifs work. Most activities
in the production department, including the monitoring of subsidy schemes have been
fully computerised. The Board has a website, www.rutberboard.com. which however
Is weak in its content.

110. Coffee Board has made some progress in computerlsaUon. though many acUviUes
are yet to be computerised. The Board has a website, www.indiacoffee.org which
requires to be considerably improved.
111 Spices Board has computerised almost all its actlvitles-tncludtog trade IntonnaUan
ervices. analysis and delivery of splce samples received for

services and analysis etc. The website of the Spices Board. www.tadlansplc.,com
contains all the InformaHon useful for trade

like prices, trade data, policy changes,
important events etc.

112 MPEDA has made a beginning In the coinputerisalon of Its
prLnt export registration, export data and
UD The vi-ebsite of MPEDA. »ww.mpeda.con.

schemes for acquaculture. product catalogues,

DnanCa. accounting

contains infom,ation about MPEDAs
market promoUon etc.

1m? APEDA is maklng all out efforts to computerise Its acUvlties in the head office.

113.

assistance schemes, commodity quota allocation
Monltonng the n

..p.ete the process before 2001.

In r ITsi“ r”~ a~t-cThas lien well appreciated as It contains all the

f f allon relating to agro trade,

besides providing Information about APEDAs
rchemes U Tas —

on on EU regulation on quality standards etc.
" J

.4, All theB 0 - "

but the pace h

has not been re -

made serious efforts to develop computerised applications

more, the obJecUve of reducmg paper work
improvement and transparency are the major
integration of all applications to improve overall efficiency.
and sdb ofT.ces so as to avoid/reduce delay and U,e need

Efficiency

-rtglLal


http://www.tea.india.org
http://www.rutberboard.com
http://www.indiacoffee.org

to avoid dala emiy Me. have yet to br arhlwed. All Ih« Boards m.y look Into lhes,-
closcly «, a. to g.In real be..cnts from the co.upotcrisatlon process.

115. Th-. Boards nwv also start an E mall facility: any grower should be able to
send directly or through the e.xlension staff. scekUtg clariflcatlon on any lIssue or
advice which the Board should organlsie It-self to provide within a day If not InstMtly.
Durinj! a speclHc time period on two. three ilays a week, on line facility could be
provided. The querries of the growers may help the Board to update the website also
by incorporating the advice/clarincation given to the growers, if the issues were to

be of general interest.

116. Websites have been developed by all the Boards and efforts are on to constanUy
update and make them more useful. But the content as well as the regularity of
update of the contenLs leave much to be desired. At present the websites contain
basic data and infonnation which are Included in Ihcir regular publications. Most of
the Infonnation is meant for trade: there Is hardly any informaUon or advisory senrice
useful 10 the growers. Tire spread of internet booths In smaller towns in course
of time would mean that more and more growers may be able to uUlize the faciUty
for accessing information and knowledge and to seek advice about cultivation
practices, inputs availability, processing techniques, prtces and market trends and
such other useful information. It has been elsewhere recommended that the Boards
may assist grower organisations In establishing information cells/kiosks in the
plantaUon areas. These cells/klosks may develop Into virtual extension olTices of the
Boards from where a grower may be able to get all the information he wants, including
research Bndings, clarittcatlons and advice on all aspects of cultivation, processing,
prices etc.

117. The Boards may redesign their websites Into portals for their respective commodities
so that they become the prime source of all infonnation. relevant to the commodity,
for the growers, processors and the trade. An efTeciUve web site Vflll thus help to
make available the best extension service to ail growers, once the internet facility
becomes viidely available. The field visits can then be reduced and organised in a
more orderly manner, on need basis. Tlie websites should have all the information
useful to the trade also eg., sanitary and phyto sanitary measures in all importing
countries import regulations including duties and other barriers, data on prices
etc. 'Fliey should contain general trade information/data also including of the previous
years.

118. The design of a web site ts Important. It is recommended that the Boards may.
if necessary, jointly entrust this task to a common agency. More imporlant is reguiai'
updating of information, adding new features on the basis of experience and
dev'elopmcents etc, A system and a procedure with definite responsibility for ensuing
this has also to be developed.

119. A number of private web sites and portals have also started. Some trading
ftrms and auctioneers have developed ver>- useful sites but all of them however
excellent they are, have specific but limited objectives and purposes. TTiey cater to
a particular clientele and target audience. Tlic Board’ portals must be much more



comprehensive and address the requirements, demands auid expectations uf a5l
interests in the Industry especially the growers and the trader. Also all the Informatton/

data Included Jn the publications and newsletters of the Boards may be Included
the websUes.

SECTION X ' Development of plantations in the North Eastern States

120. There Is great potential for the development of plantation commodities
spices In the North Eastern States (North East). Floriculture also offers a promising
prospect. The climate, the elevation and the rainfal In most parts of North East
are ideally suited for the growth of plantation commodities. When fuUy developed
the plantations will not only generate enormous employiiient all througli the year,
but also provide substantial Incomes and can be the engine of growth of North East.
The incidental benefit will be the preservation of ecology through the prevention of
soil erosion and the denudatton of forests.

Includinf*

121. The tea industry already provides direct employment to over six
North East. Coffee and Natural Rubber will come up well in
development of these plantations will not require much
East.

lakli people in
North East. The
inputs from outside North
A development programme of spices, orchids and ornamental Bsh will help crrate
additionally some more employment besides generating incomes and exports.

122 The Ministry of Commerce and the Boards have done commendable work
to develop plantaUon commodities in North East. The action taken by the Boards
in this regard, the scope and opportuniUea for further development and an

action
plan is detailed In this Section.
TEA
123. Tea has been North Easls major ptotaUoh crop bul mostly in A fact

a Uttle over 50% of the eountiy's area under lea Is In Assam. All the schemes of
the Board cover North East especially schemes for replanUng of old and
sections, extension advisory services, creauon of Irrigation facUltIK etc.

onerates a special programme in North East for the control of Jhnm cultivation,
the obJTctive of which is to wean away growers Erom the practice of “ «
The exoendlture In North East by the Tea Board Is obviously quite high. Nearly
ISJbTthe founts utilized during the year 1998/99 by tire Tea Boart towards
Zlopm cnl schemes and other various actl.lUes of the Board were disbursed m North
East.

194 Tea cultivation is being taken up by small growers in North East, especially

wiih the domesUc demand for tea growing steadily and export prospects
in Assam. j be very viable. The Board has a number of/cremes
to Hjp°tmall griwe- tak™ up fresh cultivation and also the rejuvenation of existing



planeuons. I been sepamtdy recommended that the available funds of the T«
Board be ftrst earmarked to benefit small growers,

COFFEE

12" Coffee development programmes in Norlh East were started by the CofTee Board
in ihc early sixties primarDy to address the problem of Jhum/shJfting culUvatlon
2,d ar.St the denudaUon of forest lands. ElTectlve n

onlv In the last one decade. The Board has Idendflcd an area of 447000 hectares as
suitable for cofTee culUvaUon. So far. 8740 ha. have been brought under coHec. mainly
m Mf.oram, SagaM and Assant. Only half the area ,s bearing coffee now and the
average producUvity Is veiy low, at 50 kg/hectare compared to the national average
of 850 kg/hectare.

126 Insureencv poor eommunlcallon and frequent turnover of technical staff are the

reaUs svTchT°or perfonr,ance. Coffee Board operates the foHowtng special
schemes in North East.

Name & nature of Expenditure during the Subsidy element
the scheme period 1997/98 to 1999/2000
(Rupees In laklis]

97-98 98-99 99-00

a) Special package for NE

Grant 47 59 85 Rs. 15.000 per hectare
Subsidy 77 177 45 Is provided as subsidy
Improvement of Coffee 37 58 69 The farms are owned and
IDemonstration Farms maintained by Board but due
There are 5 demonstration to Insurgency problem, one
farms, farm at Noney (Manipur) was

handed over to the State Govt
during the eighties.

c] Traming and manpower 10 12 19
development In North E~st

127. The total expenditure of the Coffee Board on the development schemes during
the last three years was Rs. 2.99 crores. In addition, a sum of Rs.3.96 crores was
spent on the establishment. Coffee Board has established a wide extension net work
in North East, headed by a Joint Director and assisted by two Deputy Directors, and
nine Liaison Officers to provide technical support to cofTee growers. In addition a
regional research station has been established at Diphu under a Deputy Director
(ResearchJ. In all. 31 Technical staff, assisted by an equal number of ministerial
staff are working in Coffee Board’s oflices in North East.

128. Coffee has great potential, as only 20% of the area fit for coffee cultivation in
North East has been brought under coffee so far. Coffee plants once they start bearing
will give returns for decades. The coffee plantations also help preserve tree cover. The
ready market for cofTee in the eastern states, apart from the export potential make
it a commodity to be aggressively promoted. The Board has enough funds aiid



technicai expertise lo promote coffee cultivation Intensively in North East. A tarfjet
of 10.000 hectares In the next few five years may not be dilRcult to achteve. The
cost of a new plantation Is estimated at Rs.30.000 per hectare and the labour coat
of new plantations In 10.000 hecures will be atleast Rs, 20 crores.

In addition, the
plantations will create permanently

around 10.000 jobs.
NATURAL RUBBER

129. Many parts of North East offer excellent opportunities for the cultivation of Natural
Rubber (NR). Already Tripura has emerged as the second most important natural
rubber area next only to Kerala. A study done by the Board reveals tliat in North
East, rubber can be grown in one lakh h«:lares. So far 45.000 hectares have been
brought under rubber cultivation. The production Is only 14.200 tonnes sUll; that

Is because most of the plantations are young and the farm practices are yet to be
stabilised.

130. The Board has established a strong and extensive field organisation In
East. There are 2 2tonal offices. 8 regional
also 5 regional Nurseries.
training centre.

North
offices and 21 field oflices. TTiere are
6 tappers braining schools and one rubber estate and
Under the World Bank project recently completed, planting of nearly
10.000 hectares was subsidised In Tripura.

131. The following special schemes are being operated by the Board In North East.

Name of the Scheme Expenditiire during the Nature of assistance
period 1997/98 to
1999/2000 (Rupees In lakhs)

Fully funded
a) Improvement of North 95 ully u
East Extension Training
Centre at Agarthala

505 The subsidy element
b) Scheme for Block was Rs. 22.000/ha..
pipnting
n 46 Full cost is met by
c) Free supply of t"bed the Board
Fully fimded
Nnrth East DDC/NRETC 205 Y
Fully funded
€) Research Schemes 387 Y

in North East

T
h v
such as

tn the above special schemes, the nonnal schemes of the Board.
~ bber plantation development scheme, promotton of Irrigalon, nurs~es
by Board to North East. In aU,during the three

to T lgsSa Uetotal oulay In North East was nearly Rs. 31 cror«.

plan Spenduute of about a little over Rs. 200 crores during the period.



133 Rubber Board has done commendable work for Ihe aprcod of natural rubb.,

.rr.r nr.rr. S

' N

Zit Zc 7 0~ per hectare will be the cost of planting over a period of five years,

toce wlthToStlay ofJust 175 crores nearly 25,000 hectares can be brough under
North East Of this expenditure nearly Rs.130 crores will be In the fom, «
«ren«” only arrd hentTthe plantation schcme ttself will create much ghafu,

e,"lo™ent m the area. Even if the 25,000 hectares plantations produce half th.

TtCal vteld (though in Tripura It Is established that yields can be as good as |,

other parts of India) the annual producUon would be worth more than 60 crores, Il,e

employment potenUal will be around 15,000.

SPICES

134 The Spices Board is entrusted with the rcsponslbiUty for the development ol
only cardamom. North East has good potential for chilli, pepper long gtager. turmenc
etc’ The development plans for these spices have to be prepared by the Indian Council
of Agneultural Research m association with the state governments. T”e ro e of the
Spices Board would be In the field of training and education of fanners in post harvest
management.

135 A number of spices are being grown In the North East which have expon
DotenUal. Apart from chllU. ginger and turmeric which are extensively cultivated,
pepper and ctanamon have also good production potential. The spices Bomd Is
Implementing the following programmes to popularise spices cultivation In North
East.

Objective Expenditure during
Name of the Scheme 1997/98 t0l999/2000
(Rs. In lakhs)
I. scheme for dryii® Post han'esl management is key to quality. 14.00
yards for black pepper In order to cncourage diying under hygenlc
and chiul conditions the Board gives a subsidy for |

construction of diying yards.

2. Setting up of To cncourage scientific storage - the 25.00
warehouses/construction subsidy is a maximum of Rs. 1.25 lakhs
of cold Storages and per warehouse.

processing facillUes

3. Scheme for training ~ Training is given at the Indian Institute of 4.16
of officers and farmers Spices Research. Calicut etc.

136. Or~7inic spices have not only good export potenLlal but also likely to fetch a
premium in the International market. The Board is already implementing a UNDP
prodrome in the slates of Manipur. Assam. Nagaland and Meghalaya througli NCOs.
The organic cultivation of ginger, tunneric and chilli is promoted under the programinf



1

2 3
4. Varietzil impmvement 'ro improve tbe existinR variety and make 2.56
of Bird eye available quality seed maierial; the pn~ect

chilli which Is a ks being implemented throu” the Assam
promising variety Agricultural Universiiy and the Central
Agricultural Uni'.'crsI®. ImpVial.

5. Scheme for Ihc deve- These are twing imported; hence the 2.00
lopment of cinnamon, objecttvc is lo csiablish nurseries and make
icjpat and pepper long available the seed materials to farmers.

6. Scheme for supply of To convert fresh ginger Into 10.00
dryers to ~nger farmers: dry form.

50% of cost subject to a

ma~rdmum ofRs. 10000/-

Is given as subsidy

7. Scheme for production Organic spices command a good price and 35
of or~nlc pepper. 50% of N-E- is a suitable locaUon for such
the cost Is subsidised producUon.

subject to a maximum of
Rs.20.000 per hectare.

8. Scheme for setting The proposal is to set up
up spice powdering/ ei”t units Jointly with the
curry powder units to Khadl Village industries
add value to the produc® Commission.

rPQ the Soloes Board
137. in order to ensure
may promoie curry powder and n ~j,e area under cultivation and
subswy: Gepd prices for spices

curh moceMma prolecta viable after a tew years
promote larger pruductlon and make manufacture of value added
s StLt”hJ .

“0Sy'"rthe capital cost of the projects is subsidised.

Marine Products Export Development Agency (MPEDA)

138. MPEDA's functions n MPEDA and North East
of ornamental lIsh Is india. MPEDA has a subsidy scheme
is an important source of 9,,es subsidy on export of ornamental
‘r 'H r e T s t r " 'Nr.fKast h i availed tbe bene,t

139. Scampi (fresh f

four ycaj ago to

Sy Ho X 1 "e "~ ETctlon from North East Is ml though there . a
potential for the as well as the proble®o”
140. MPEDA may and the viabiuty of production exnrt
culUvaUon of ornamental p~ate strategies for encouraging the breeding
from North East so as to

»f euTtivatlon of scampi in North East
X rltud i~ C ru "-" o~"-tion to popularise scampi fanning.



Agricultural and Processed Food Products Export Development Authority (APEDa)

141. APEDA is mandated to develop the export of scheduled products, includtnft fruits,
floncuiture etc, Among Its live regional oOlccs in the countiy. one is located ii,
Guwahati. APEDA has virtual otTices In Manipur. Nagaland and Trtpura.

142. APEDA has undertaken a study of the export poteulial from North East and
has been conducUng quality awareness programmes and training programmes on pre
and post harvest.

143. To improve Infrastructural faclUtles In North East, walk-In type cold storages have
been provided at Guwahat! and Agartala Airports; Reefer trucks have been given to
a few organisations.

144. Floriculture has a good potential in North East but the high cost of transportation
may not make the projects \'lable e.vcept for orchids ;md otlier high value Items. APEDA
has already conducted a detailed survey of the potential for llonculture exports
Including orchids. APEDA is already setUng up an orchid farm in slkklni and one
more in Arunachal Pradesh. APEDA may liberally flnance few more demonstration
orchid projects in North East.

145. Organic food products command a premium in the world market. A number
of growers have taken up to organic farming in plantation commodities, spices, and
also cereals. APEDA is promoting four model organic farms for johar rice, sugarcane,
passion fruit and pineapple in Assam and Manipur. APEDA has organized workshops
on organic farming in Assam. Tripura and Meghalaya and growers have been trained
in organic cultivation. APEDA may prepare a more ambitious project for the developmeni
of organic food products, as North East is Ideal for the cultivation of organic food.

146. Thus the Boards can. In the next five years, help to bring about a few thousand
hectares under plantation commodities and also encour”e the cultivation of exportable
spices. All these projects will help to create employment In tlie thousands and generate
incomes on a permanent basis.

Action strategy

147. The implementation of the above programme will be a challenge to the Boards,
given the insurgency, the poor communication facilities, the administrative Inadequacies,
lack of plantation culture except In Assam and the shortage of trained and skilled
manpower. However, the benefits of a developmeni strategy are enormous and
obsrlous.  Full involvement of the state governments is essential for the successful
Implementation of any development programme. The following action plan Is
recommended;

a) A senior officer of the rank of Joint Secretary may be appointed as the Liaison
Officer stationed at a convenient location in North East. He will be the interlace



between the state Rovemments and the Boards. The Boards may also consider
atvtematlvely posting their own otHcer In North East for liaising with the state
govemmecnte but the ofUcer has to be preferably from the area or from lhe cadres
of lhe North Eastern States.

b) Wherever possible the schemes be impiemcnted througpn the state governments.

c) The Boards prepare the development programmes and Inform the slates to
the henefictaries in advance so that, the training programmes can start well in

d) As far as possible, plantations may be taken up In easily accessible a r” for
administrative convenience and In contiguous areas for ease of training. effecUve
disseminaUon of farm practices and closer supervision in the initial years.

e) The states be given fuU briefing on the likely benefits In terms of employment,
income generaUon etc.. so that in turn they can canvass enough volunteers lo
take up cultivation. ~

0

Financial requirements may be shared between the Bo~ds. ~
states as Far as possible and the contribution of the beneDciarles be bmit.d to
a portion of the labour cost only. so that the programroes really take ott

g, Whether planting materials are required, the Boards rr’™
h) Processing faclUties Is essential for the success of the InlUative. -fte J
also devise schemes to encourage the setting up of processing units In North East,

If necessary through appropriate subsidy schemes.
) nie Boards may also help to Idenafr distribuUon channels,

etc
export markets etc.
and make available funds for this purpose.

assistance will be crucial In the following areas:

alee and supply of Inputs In a cost effective way.

b, selection of suitable benencanes after local sun,ey and "

¢, Help in dissemination of the advantages/beneKs of plantation commodities and
Other crops.

d) Extending all support to Boards by way of security,

e,

Provision of Infrastnieture facUlUes. Including communlcaUon,

* Pull involvement of the local agrlculture/honlculture departments In the

™ m educate the growers who are new to plantation commodities
149. “,f'dvantag” of taking up scientific cultivation of the
and convince them of *= Avan g ~ n n necessary
commodiues. Developmtn P success lies In com'Incing the growers

to sustain the “nrnjnrtages of plantation commodities- In the Araku volly



who have been convir,ced of the of cofe culuvauon lh«t I» hdptag me rapM
A'slon of me area under coffee there. Stollar mo.emen. has to be ereated m

North East.

150. Processing faclUUes and marketing In the Initial years will be a p~lem tecause
of small and fmviable production levels. It Is therefore, recommended ttat a few
Z Z Z L units mavbelavlly subsidised by the Boards In the Initial years, like curing
units forLffee. cuny powder units or oieorcstn plants for spices, processing facllilles
for na?ut”.l rubb =rX Similarly, packaging facilities for floriculture units or
tifsportation equipments for ornamental fish or scampi

the Tjor constraint or disadvantage of the pioneering

of processing and transport due to low volumes, the viability will become better If
capital costs can be brought down. Once the volumes pick up, the new processing
unto may come up on their own and may not require heavy subsidy.

151. North Eastern Development Fund ereated by the Government of India with
APEDA may be one source of funding for such processing units.

152. Marketing wiu be another major problem IniUally. Tlie coffee growe” used to
get a pittance because of lack of organised markeUng activity till the Coffee Board
stepped m and helped to find suitable markets. The Boards may have to identify
suitable marketing channels for Uie commodities and also provide financial assistance
till the marketing charmels are established and stabilised.

153. The prospect of gainful employment for thousands and steady Incomes, apart
from incidental benefits of environmental improvement make it imperative that the
every effort is made to implement such a development programme. Many parts of
North East can become as prosperous and developed as Coorg or Kottayam once
the plantation culture becomes widespread.



TEA BOARD
3,1.1 Tea Is India's most Imporlanl plantaUon crop. At the Ume of tndepenitenci:.
tea used to be one of India’s major export Item. The plantation estate culture began
In India with the tea gardens. The dDutlon of ownership of foreign owned tea plantation
companies started after the FERA Act came Into being In 1973.

1.2 Even today, large estates dominate the tea sector unllite In cofTee and

natural
rubber cultlvaUon.

where sitiall holdings predominate. Though a large number ol
small growers esUmated at nearly a lakh now. have taken to tea

tiroes, the area with large estates 0 100 hectares) is still as high as 94%,
India and 65% In South India, Small holdings of less than

around 20% of total production, though In the South It Is around 38%.
arc mostly In the Nllglrls,

grown earlier In the lands.

Small *w e”
where tea cultlvalon substituted potato crop that was

1 3 Tea IS declared an essential commodity.

Ifs price and availability are m o ~ 1~
eglSy

tTough there have been attempts in the past by the to get the
tem dlted froS the list of essential commodiUes since it is only a beverage.

1.4 Tea industry contributes since me last two y~s.

N

central government by way of excise duly® .~/central Income Tax and 60% under

1.5 In addlUon to Central Excl™™a

acUvlUes and schemes
development of the Industry.

excise now being collected from the

Toe QL1 Resonce.

Allocation of funds
Cesa
Excdse duty collected [Rupees in crores)
on Tea ®s in
(Rs In crores) crores) Plan Non Plan
- ~2200 16.00
1995/96 Not applicable 11.62
2130" 14.00
1996/97 ~ ITa
28.00 16.00
1997/96 N A
27.00 15.00
1998/99 11598

27.00 13.50
1999/2000 12884



Growth of tea cultivation

16 cultlvatton and prcl.Clon has b.en gro.vin« steadily since lh= la.,

Thoueh the area under tea has increased only marfrlnally during the las,
frySs, to ptducuon has he.n growing satlsfeclorlly. The growth of the Indu.,,,
is e\ldenl from ihe following Table 3.1.2.

Table 3.1.2. Growth of tea Industry and exports

Production EXPOKTS
Area under illi In million Ofwhich exports value in
Year tea (In million
Kgs ofvalue added dollara
(ill hectares) kgs) value ol
lea (in million kgs)  (millions)
4.3 204
1970 354133 418 202
34 533
1980 381086 569 225
30 565
1985 385968 656 215
636
1990 416269 720 210 73
372
1995 427065 756 168 83
456
1999 437857 805 192 79
17 Of the total production. Assam accounts lor a uiue over ‘tuu niuuo., mm

Wesl Bengal around 180 mllion kgs. Of the little over 200 mllUon kgs produced in
the south. NUgSris accounts for nearly 90 million kgs and Idukki district 50 million

kgs.

1.8 The average number of permanent labour employed tn tea plantations has been
estimated at around 10.5 lakhs. In addition, non resident temporary labour employed
is aroimd 1.5 lakhs. TTius tea industry is a major employer. Plantation labour are
provided benefits under the Plantation Labour Act. including pucca housing, medical
faciUties. free education etc. Tea Board also Implements some v/elfare measures.

1.9 The tea productivity has been improving steadily and the average producUvity
per hectare has gone up from 971 kg m 1960 to 1995 kgs in 1998. The producUvity
is higher Iri the southern tea plantaUons. at 2247 kgs per hectare. The lowest >ield
is in Darjeeling, at 540 kgs but the price obtained for Darjeeling lea Is also the highest.
In 1992. DaijeeUng tea of one estate was sold at Rs.13.011 per kg.

Constittitlon of the Board

1.10 The Tea Board has Uie largest membership among the Commodity Boards. The
Act provides for a maximum of 41 members including the Chairman. Tea Rules provide
for a strength of 31 members. As discussed in Chapter 2. the membership strength
can be reduced. It is suggested that the Board may consist of. besides the Chairman
and three Members of Parliament, ten grower members - either outstanding growers
or representatives of growers' associations: of them atleast two representatives may



be from Assam, two from West Bengal and one from Ntlglrls. Of the growers'
representatives, atleaat two representatives may be either small growers or
representatives of small growers” associations, - one from Assam and one from south
India. Other inembers may be three representing tea plantation labour.  two
exporters, one manufacturer and one internal trader and one expert in tea research.
In case the representatives of state governments are proposed to be included, then
It may sufilce, If one representative of each of the state governments of Assam.
West Bengal and Tamil Nadu are Included as members.

Organisation of the Tea Board

1.1l The Tea Board has been organised into fcUowing
corresponding to the activities of the Board.

a) Research

b) Development

c) Marketir® and promotion

d) Licensing and registration

€) StatisUcs

0 AdminisLratlon and finance.

seven divisions broadly

112

The Tea Board has two zonal ofncea, one In Guwahatl and one In Coonoor. Tamil
Nadu.

Tlie Zonal olllccs have regional and local offices under them; in ~1, th«e
are 10 regional and 5 sub regional offices Including th ~ under

regional omces process the appUcatlons for loans and subsidy® Tlie Tm
also a Tea Research and Development Centre at Kurseong In DaflecUng,
maintains five promotion offlces abroad.

W
The Board

1.13  The Tea Board has no dircct responsibility either (or tea research or

nor for markeUng.

extension,

A review of the activities

Research

114 The Board has limited responslbIMty for tea research.

~Ne tea — Ns

rh rsS n " - " -
West Bengal since then.

1.16 The United Planters' “SlteM~ts o™ N Lji
1" to's'e“ eX"southerri tea Industry, The main station Is now located at
A | in Coimbatore dlistnci in TamlInadu.

.nn research staUons funded by the tea Industry. The Tocl”

T
,.17 Thus *=re are wo resear Association which was formed In 1964.
Slallon was transferred lo uic



n ™ r,«rarrh actlvltv Is connncd to Dtirjrellng region, when- the
1.18 Tea Boards acUvuy . ~,d Dévelopment Cenlre-
Board has establlsli* 1"J~ental farm fn 20 hectares and with Just two scientists.
~Kurseong, ' = ~ b e expected, and only connned to soils and agronomic
The work Is limited as ™ 7 ' Biochemical research on flavour chemlsi™

thSIA~rprim rnerf'~r the hour for DatJeellnS tea has not yet been taken up,
,Though basic .search” ~7ing

h stdiroT a sp:?rahsed natu,, In d,.erent - - - - -

to nutritional aspects.

120 The Board has an adhoc Tea Research Liaison Committee to look after the
acIMtles under the various research schemes and advise on all matters,

121 A National Tea Research Foundation (NTRF) was set up In 1988 It is an unique
enterpriseS | v t t e tealIndustry, the Tea Board and NABARD, It has ,,ow a corpus
ofowr 13 erores NTW supports specllic research projects addressed to basic ard
applied aspects of tea research such as tea blotechnolo”,

Sem lcal aspects of tea quality, A governing body consisting of the n>™bere ol
the lea Industr>-. the Tea Board etc.. lay down the policy and programmes of NTRF.

122 The tea growers at* of the view that the responsibility for research as well
as the control over the research institutions need not be transfemd to the Boaitl
like in the case of coffee and natural rubber. According to them the present system
of the two industry associations managing research with adequate grants from to
Tea Board has been found to be serving the Industiy well and may continue. The
Tea Board maintains close co-ordination with the two associations and Is represent®
on the committees of the two research stations. The Tea Board gives grants boll
to 1T!A and UPASI and monitors periodically the progress of the research programmes
The funding of TRA Is based on certain guidelines laid down by the government d
India. During  1999/2000. the grants sancUoned to 'FRA was Rs. 2.76 crores and
Rs. 2.13 crores to UPASI.

1.23 TRA was passing through a diflicult phase and Oiere was a concern that the
research actMtv may suffer. The ditllcultles have since been overcome and TRA has
been verv well'nrvived. Considering the fact that the growers are happy with ihe
system of industry controlled research efforts and there is direct accountability to the
“rower.<i  organisations, it is recommended that the present system may contin®
Im 1ikUng the annual grant-In-aid to the research staUons. It Js however recommended
thaC the Kurseong Centre may bt* strengthened without being expanded, with thr
addition of two to three scientists so that the interests of Darjeeling tea can be
safeguarded. The Kxiraeong DTRDC would be necessary for specialised application
resran h rric\-ar\t to Dai~ling tea which Is hidia’s most admired and prestigious tea

Development
1.24 The dewlopint-nt ,Ut{\lUes of the Tea Board are being implemented mainly

loan and sijhsldy schcmes. Durtnt the first three years of the 9 Ran,neaity
Rj. vmrfR VKC\x Niisuii-it-.i.a n whK'h .mnind Rs.34 crores was by way of loan



asslstajicc. The regional and local ofnccs administer the schemcs and a \nrg®
of employees are Involved In this exercise. The Board extends loaivs to large

also. The development tuncUon and activity will have to conUnue but the (ocus may
be shifted to the medium and small growers.

M&rketing and promotion of tea

125 Tea marketing Is entirely with the private sector.

mns'r'cea
been promoting tea in the domestic market n 70 lakhs during
centres in India. The tea centers incurred a loss of a Uttle oyer »mm,,,,ndeil

1999/2000 after taking into account all the oAnditure ™
that except the tea center In the Parliament Hot,”

of the Board, the other centres may be ‘f., .. expenditure, when it
promote tea consumption in India, that too incurrtng a hu~ ~~ufban households
is already established that 65% of rural households and 73% ol uroan

are tea drinkers.

N

the head olHce
TOe?“ no need to

1.26 Tea Board opened a foreign

office In
offlce in Undon

a tea
in 1963 to promote “ d M

~e'closed in 1990 as they were
Sct.ng'toT~-""'"freaTen~T~A~ndorwas also g.en

to the Hotel Corporation
™ je 3.1.3. The performance of the foreign oMees of Te. B .«d

isdicti Vhen India’s exports to the re~on Total di
urisdiction expendi-
Name Of_ in mliUon xpenct
the foreign 1603/ 1994/ 1995/ 1096/ 1997/ \98/ ture on
office 04 95 9% 97 98 99 the ofhcs
in theyeaj
1998799
(Rupees
In lakhs)
118.25
UK. Ireland 1063 26.43 30.84 24.77 27.92 29.86 25.25
London - Irefan
Scandinavian
i 43.31
cRoun.tnes 1001 59.8 49.64 75.84 57.81 100.12 94.24
Moscow ussian
federation
and most

of erstwhUe
Soviet Russia

31.4¢ 26.25 26.46 38.41 43.42 5i51 96.18

Dubai Wana 1991 R V -

Fean 5.5 7.1 3.8 5.al 6-i 7.i5 5.7
New York US and 1960 . . )

Canada i 22.02 31.02 21.MI 24.015 19.i:3 18.40 5.95
Hamburg EuUrope Since

excluding 19.5?»

UK. Ireland, ~ °riginally

Andi- tn BnisseU

navlan now in

Hiiiihurg__

47-



TTiC loliil los« WTItli-n off on ar,
mmm w

iWt hinriRn ©dices subsi‘gi»cntly wuh a view
of *11 the (nrt'isn olTlces Is flven in Tabic 3 13

AN 272205108 ihf fbrelitTi oHii-rs should contlmif as continuo
A ft IM11IMiy m view ol siifT i'on)j)eiillon for Indian tea
exports to these di'slliiailojis from India have n**
toy vrara of pmmiHion. It is a moot point when?'
te lu Hwko :iny coniiibution (o exports and whcth
cqg»ts wo»Jd ha\T sufTertd any reduction either.

A * awwwtfowt aT xhr drpnnnjnual omn”rs of the Tea Board is thai .u
has been partly due to the posUng to these omce«i ~

zx__", i~achground or knowledge of the product or expeilenr.
PAX-

headed by Tea Board ofncers. The Moscow and
another defence of Ihe promotion deDartmer,

Thb tand "argument can never be accepled as a valid defe”~ S
cxptanauon Is tha, enough funds were not given for promotion

n N *v,ous L t i mo™"rd
,h ” acuities, *en the foreign offices should be closS
or *e number of oiSces reduced to make the remaining ofnces SeJI™

arguments advanced in favour of continuation of the foreign offices are as

IntelhgerK* can be undelL”en bfour ™ market
mandated to undertake such activities After alf ~ specificali>'
missions render sJmUar services Further AN 0 U commercial

~thered now a days .hrougL” ar,™fo,LT“l r | “Z =""""

The fact Is that there*tos"feen®'liardlv*/ " from such parliclpalioii.

t-radr:Ni.fs"'-psx”~x*“ tor

performance ev



arc the olhcr functions performed by these onices. Iliese attiviUes and funcUuns

will either suffer, if there were no forei~ officcs or will liave lo bt sourced from other
agencies ai great expense.

The validity of the argument Is not supported by the export performance which
Is the purpose of data bases and public relations ewrclses. From the export figures,
the only conclualon that can be drawn Js that either these functions werp not
perfomied effectively or the® did not make any difference to exports.

d) 'rhe foreign offices have been able to achieve considerable improvement In value
growth of tea exports.

The export figures do not support this assertion except In the case of UK and
Dubai olTices. The value increase is on account of higher export of value added lea
such as Tea Bags. Instant tea and Packet tea . In fact Tea Bags contribute 80%
of the tea market in UK and is controlled by a few companies. Hence the role of

Director of Tea promotion In the promotion of export of tea in such markets can
be only limited.

(e) Tea promotion requires special expertise and knowledge, and that the commercial
wings in the missions will not be able to provide the specialised
support required for the promotion efforts.

™ s is a weak case for continuation of the offices. The fact which is irrefutable
Is that over the last many years the exports have been coming dovni and many of
these offices have been manned by Board officials also. Commercial missions support
exporters of a variety of goods from engineering to electronics and from spices to
rice. Tea alone cannot be said lo require a different expertise.
(0 An awareness among the consumere of tea the world over about the quality of
India has to be created through regular promoUon. publicity and campaign. Such
promotion will not be undertaken by any Individual or corporate body or even by
exporters as they would like to promote their brand only. Promotion of ortOn l.e.
Indian tea as a whole could only be undertaken by a public body from public fund
and Tea Board only can be that body.

Promotion of Indian origin has been going on for decades and India's share ti”
to be high for many yearii. Therefore, It Is dIfBcult to appreciate the argument that
there Is lack of awareness about Indian tea among the tea trade.

(9) The foreign offices can play an important role In organfelng ground work for visits
of trade delegations.

So many trade delegations go from India and for all of them the commercw
missies rfake a“igements. Tea delegations may not require any special efforts
which the missions cannot handle.

i Annrt from the above arguments for the continuation of the foreign offices, the
1.31 Apait from ofncerB In departments other than the promoUon

Board ‘ excellent knowledge of tea and would do very well In foreign
Sc”S anS tllev should be eligible to be posted to foreign oflices rather than resendng



the pests on}y for Ihc olTIrcrs of the promotion department. WliJle this option of win
choice of candidates for the foreign offices may help to get more competent ofllcf™
for manning the foreign oillces. the basic Issue ts the JusUftcallon for the cominuatio"™
of the foreign oftlccs on which a huge ex|jenditure is J>elng incurred without
commensurate bene/li. -

1.32 The tea industry representatives when consulted broadly agreed that barrin
one or two offices, others have not been of any help. A section of the tndustrv
was of the view that the olTlces should be made effective and accountable a$
coinptHent marketing (ixperts should be appointed to head the offices. TJieir argument
Is simply that our missions abroad may not be of much help and hence It is better
to continue the offices of the Tea Board. A su”estion was made that the foreisn
missions could be permitted to charge tlie users for the services rendered by the ofUces
and thus earn the income required for maintaining the ofilces. 'Hie real worth
of the services of the foreign offices will be known only then. An inventory of services
expected of tlie foreign offices can be prepared as well as the charges that can be
paid for Uie various services. The conUnuance of any office will then depend unon
its earning ability which In turn will depend upon the actual services rendered Sd
the quality and usefulness of the services; at best a portion of tlie expenditure on
the foreign offices could be given by the Board as subsidy.

1.33  On the w”ole. as discussed in Chapter H. there is hardly any justiflcaUon for
continuing the foreign offices by the Tea Board. At best the offices in Moscow and
Dub” may be continued for someUme as the market is large and these regions mav
require special attention for some more time. But even these ofnces can be closed
dovTO after a few years. The Board has pointed out that Srilankan Tea Board
ma~tains four overseas omces. Srilanka has to pracUcally export aU Its production
Fur”~er their exaniple is not a good argument for continuing our foreign offices The
Bo” may help the export efforts of the industj>* in other ways, but foreign oflices
Improving our exports in any way may not be the best
exporters. The closure of the offices wiU result in a saving of over
live crores of rupees annuaDy to the Tea Boar

Liceacing and registration

present ax, important activity of Uie Board Hic
Ad « « reculre”perm.sstons under

i" *ex
extension of Lea culUvation. The

even now und* ‘/ssSI““toSntroI
55 L
“on”rol provisions continue, including

Tea Agreement came to an end i )
licences for cultivation and for exports.



1.37 According lo Tea Board, the number of cases of new planting was Jusl ninety
last year and extensions around hundreds only. Even otherwise there is no
juslificatlon or rationale for conUnuing the system of permissions/approvals for
plantir\g etc. It is recommended that these regulations be dispensed wtth.

1.38 The Board feels that compulsory registration of estates would be necessary to
facilitate the collection of comprehensive data on estates, production etc. According
to the Board, information about estates would be required for undertaking” developmental
activities such as dissemination of information td powers on farm practices etc.
The data base would also be useful when it becomes necessary to render help to
small growers as in this year when It was decided to give subsidy to small growers.
According to the Board, the data cannot be collected from Che state governments; the
experience shows that up-to-date data/information may not be available with the
state governments, and not easy to collect either.

1.39 In the case of coffee and also spices, the relevant statutes provide for com puin”™
registration of estates with the state governments. The coffee registration certincatelCRCI
Is obtained by the grower as the CRC also serves as a record.

1.40 The Tea Board is of the view that in view of the many benefits of compulsory
registration, the system of one time regbstration should continue especially when such
a regulation would not also be a burden on the growers. However, it is adrnitted that
even now only 70% of the growers are sending the returns and hence the data is
not complete. As regards annual returns by estates, the percentage of compliance
is said to be around 50% only.

1.41 One time registration may not cause any dIfTlculty to growers but if tlie
compliance Is partial and Wie regulation cannot be enforced, then there is ilMe
JusuScation to persist with the system, it Is UTie that the ei*rimci “f

has been that Information and data about area Is not available with any degree of
a“ u?ab”tram SeTtes. The census as proposed in Chapter 11 may offer a partial
solution.

1.42 There are four other control orders Issued under the Tea Act. These are
discussed below;

The Tea (Maiketing) Control Order - 1984

SrthTnsSmK-— with the Board at. 8 and 19

respectively.

1.44 Some of the the *wer
provision of the °nan a percentage of tea manufactured by him In a year
to lay down that not The Boanl had prescribed a percentage of 75
shtdl be dlrSuy by the tea manufacturers In the form of consumer
pac” °g"L“'lera"ri”~o~rJ ulLd to be exempted.

1.45 Neither coffee nor rubber nor spices are subject to such a condition of



compuisor>' sale throuf® auction syslem. Even in tiiv case of cardamom, whert
the auctions an? conriuctt-d under the Rules ol the Spices Board, (here Is no compulsion
to sell only under the aucUon system, though nearly 60-70% of production is brouehi
for sale through the auctions. The producers bring cardamom to the auction centers
vohnitariiy becaust® they pcrcclve benefits from the auction system.

1.46 Tlie objective behind the computsor>' auction system was to ensure that
producers got remunerative prices. Tlie benefits of the auction system in the ease

of tea are obvious:

() The quality of tea varies from garden to garden, season to season and from lot
to lot. and lienee the auclion method provides a cost effective medium for
obtaining the best prices.

(b) In the auction system all types of traders including retailers and packers can
participate and such wide participation wUi ensure better prices.

(© There is a guarantee of payments to producers on time.

(d) The producer is assured of continual sale without build up of stocks.

(€) 'rhe cost of sale to producer is low - less than 2% and the producer is assured
of the best possible price for his produce.

(0 fn an auction system the sale prices are transparent and easy to monitor; in
the absence of auctions, there will be scope for under valuation.

1.47 There is no doubt that a transparent auction system will be a boon to producers
especially in the case of commodit>’ like tea. The reservation of the producers is not
against the auction system, but about the provision under which they had to sell
a minimum of 75% of their production through the auctions. They are also not happy
with some of Uie rules and practices prevailing in the auction system and they
have been demanding a review.

1.48 According to some growers, the regulaUon under which a minimum of 75%
oi production had to be compulsorily sold through aucUon gave the buyers an unfair
advai“tage and took away the freedom and flexibility to producers to opUmise their
returns. They have been representing that these restriclions are anachronic and that
It should be left to the producer to decide the medium of sale in his best interest
incuding direct sale or through auctions. |If sale through auction could give him
better returns he would naturally prefer the system.

restriction on Sale of tea except through

restriction has not posed

r argument that the auction system has been working

OoTSem -nTI reviewing the many features of the
tave TOm™to ¢ vy warehouses were permitted but now private warehouses

ease



provisions in various stauiles lo take* appropriate action against the errinU tea
manufacturer.

1.51 As regards the monitoring of whokssile and retail prtccs. the collection of such
information shouldn’t be dlIBcuU at all. pven If there were to be no compulsory” aortion
sale. The data In respect of all other essential comnuKiitlea axe coHericd every week
by different agcncies and the Tea Board Itself gathers regularly data on retail prices
at dllTcrent centres every week.

1.52 Manufacturers/producers need lo be given complete freedom lo adopt any
Innovative marketing techniques to maximise their realisation. In fact most

manufacturers will continue to bring their goods for saJe throu”i auction even wiiixoul
the compulsion.

1.53 Government of India have recently given freedom to the registered manufacturers
to market their tea and there are no reasons to go back on thi.s welcome Initiative.

1.54 The growers also feel that some of the rulra and many practices of the auction
system need to be changed. A committee under the chairmanship of Shri S.S.AlmJa
the former chairman and consisting of representatives of all sections had bceti

to study the auction rules. The Committee had made certain recommendations. [IM
Calcutta had also, after a study suggested some Improvements

The Board has since issued direcUons toall the auction organisers for the implementation
of the recommendations.

1.55 Growers sUIl feel that there are many other features of
are still in favour of the buyers and many Improvements are definitely needed in the
rules.

,s that lhe mark up * “A ‘1 n

divislbte. This change, the
pScerslx?

m eW hty ofany a®ange™nt/understa.d..g among
buyers to share good quality teas at lower prices.

n o~ intn all these suggestions and demands and Incorporale
1.57 Tea Board confultatlon. The Board tnay also examine
sviltable changes In the sy®'™ nrMcribed for cataloguing Is really necessary now-
fd ir Z

P-clatlofauctlorrnnnn
rpAwcPnTAShVsTcurity amonnTlh advance may also be examined by the Board.

1.58 Tire ImplementaUon of all

Se * wet y hTip
2h«ss";rtl.eTrSc\*

Id ~ ~ ir partly the®reJLtvatlons about the falrhess of the
auction system.

The Tea Warehouse (Licencing) Order - 1989



rtrfiulale ihc storage of tea brought for aucUon. as the order proscribes the appUcabJliiy
in (emis of distance from the auction hall in the iowns/clties where thp public tea
auctions arc held, 'fhe Tea Board has registered 130 warehouses of which 126 gjt
situated within the prescribed distances of auction halls.

1.60 The order prescribes Uie specifications to which Qie warehouses shall conform
to. AJl the condltions/speclfications are reasonable and unexceptionable. Every
warehouse storing agricultural produce shall have to meet ccitain specincations. The
objectSve behind the prescription of Die conditions is also clear- to ensure the quality
of tea. But the basic issue is whether (here Is need for such licencing by the Tea
Board of warehouses. The auctioneers’ licences can prescribe the standards of
warehouses attached to auctions. As regards other warehouses, there appears no
need for regulation by the Tea Board. Regarding Lhe maintenance of quality of tea.
the regulations laying down quality, specifications and hygiene standards of tea can
take adequate care of the concerns. Hence this control order need not be continued.
However, the licences Issued to auctioneers may lay down the specifications for
warehouses attached to auction halls.

3. The Tea (Distribution & Export) Control order - 1957

1.61 This order prescribes that distributors and exporters shall take a licence. The
order also contains provisions regarding packaging standards, size of chests etc. Even
when there is an agreement between the foreign buyer and the exporter regarding
packing materials as well as the sizes, the approval of the Chainnan of the Tea Board
will be required as per this control order. The objective of the control order Is to ensure
quality and prevent adulteration etc. While the control order may have been relevant
long back when it was promulgated, it is no longer required or necessary. The
packaging materials, standards, sizes of containers etc.. obviously have to be left to
the contracting parties. Distribution again need not be subject to registration. As
manufacturers are subject to Centra] Excise control, subsequent marketing and
distribution chaj\nels need not be subject to any licencing or controls.

1.62 As regards export licencing also, there is a need for review. At present exporters
of all plantation commodities Including coffee and spices are required to take a licence.
The issue has been covered in Chapter IL Export licencing also may be given up
at the appropriate time.

The Tea Waste (Controi) Order - 1999

1.63 The purpose of this order is to ensure that tea waste is nol passed olT as tea.
The order prescribes that tea waste can be used only as raw material for the
manufacture of instant tea or caffeine.

1.64 There are two views on the desirability of continuing this order. One view is
that misuse of tea waste can take place anywhere and such restrictions serve little
purpose except to give unnecessary powers to bureaucracy over the manufacturers.
The holders of this viewpoint argue that as the generaUon of tea waste wUl van’
between one manufacturing unit to another manufacturing unit, the whole exercise



may result \n avoidable disputes and ~ve scopc for harassment.

any tea which does not conform to the specification for tea laid un e
Prevention of Food AdulteralUon Act 1954 Is not permissible, and what is more
punishable, a separate control order with licencing and inspection powers

may not be warranted.

Slincc

1.66 A contrary vi™ Is that the purpoM of the control order is “
waste going out of the manufacturing unit and If such control is not
will be a iSsstblUty of tea waste t>etag n,ixed with regular tea

to gullible customers. Further the order appUes to
registered with the Tea Board and subject to
the manufacturing units should have . *°The _Calender year 2000.
obtaining licences. According to Tea Board, during the j~iender y

sale / purchase permission for undenatured s Is fairly large. The
for 8.sb million kgs. Hence the volume of work ti> i

1,
number of cases of denatured tea waste was around 200.
generated but

m

aJtThence
centralexcise AMntro

TOe t « »
not sold Is either destroyed or used for compost p tpos

1.66 llte rese”Uon about ~s conW * m A~ oA
harassment inherent in the order. There ~ ~ destroy the tea waste
unsold waste l.e.. the manufacture.* JrirnSS aSl tfJh°Tea Jard, even if no
alter giving notice to the Central Excise oRlc destrucUon. The sccond
Central Excise or Tea Board official Is

rdestr ™’

authority under the control order
is about the quantum of tea fr moves out of a manufacturing unit
should be restricted only to the of waste. If these two aspects
and not extend to questioning the e~ntofg n la
are taken care of, then *= “

modified to make the coverage of the

S — n

management or control of tea ] . 3,3Ing investigation to be made In
in certam circumstances® The n assume management or conOTI
relaUon to a tea undertaking or tea urtt m d ~~

government after due
of tea undertaking or tea unit in “ “AAAAArtajjng/unit.  The central government
investigation can isstte n or body of persons to take over the
ri;.: :Ue“ra % it~ r the undertakmg/unit.

1.68 A few tea gardens have “ f r [ u n d

of India under ~AnenorpoSSon itself has become terminally sick,
the estates; on the couumj



of tea estates brought about Ihrougli these provisions of the Act wiU really yield any
desired result.. Tlie norraalJ commerria! process of sale/acquisltlon of such estates
is the prudent soluUori to slckjiess/non-viabliMy/mlsmanagcment. It is recommended
that ihe provisions of Chapter 11J A of the Tea Act may not be continued or acted
ufwn.

Schemes of the Board

1.70 During the 8~ Plan period, the Tea Board was operating a number of loan and

subsidy schemes. Tliere were in all 15 schemes and the total outlay on these schemes
during the S™ plan period was Rs 81.52 crores including Rs. 39.88 crores of subsidy.

1.71 The schemes under implementation for the present and the outlay during the
last three years 1997/98 and 1999/2000 are as follows:

Name of the Scheme ObJecUve Expenditure Comments
during the
three years of
the 9“ Plan
(Rs in lakhs)
PlaatatioD Development TO motivate owners to Comments given
Scheme undertake production 1078.06 below

oriented activiUes

1. Long Term loan-cum-
subsidy scheme for extension
planting, replanting and
Irrigation: interest charge! at
18% wrtth a rebate of 3% for
timely repayment.

2.Teaprocessing&packa”g Assistance for 867.10 Comments given beiow
scheme renovating and

augmenting processing

facilities. The co-op.

sector is also assisted

for setting up new

factories, creation of

facilities for packing,

generation of power etc.

3. Tea development schemes The incidental benefit of 190.77 Hardly 600 hectares
for the North Eastern States; the scheme is arresting have been covered. _The
cultivation subsidy Is gtvenfor Jhum cultivation and scheme may continue
planting. prevention of and a larger area be

degradation of forests. targeted to be brought

under cultivation.

4. New Area development To encourage the 69,44 Though the subsidy
scheme - subsidy scheme at setting up of new ! amount is smau. only 11
25% of the unit cost plantations In non- persons have been
traditional area, other benefitted. May be
than North East merged with tlie small

growers development
scheme.



5.Small Growers Development A

Scheme

6. Marketing development and

export promotion scheme

7. Human

development scheme.

8. Research and develop-
ment scheme

1.72
a) The tea companies
33 AB of the

resources

IT Act for

comprehensive
scheme Involving
subaldy for planting,
Impaning training to
f>rowers etc

The scheme is a hold-all
scheme covering market
research. brand
promotkia productton of
publicity materials.
Import of machln« for
packet tea. tea bag etc.

The scheme covers
strengthening of
training centres, labour
welfare scheme etc.

The scheme covers
areas such as bio-
technology. integrated
pest management,
quality improvement
computerisation etc.

d to retain

should be possible for tea

rejuvenalicn,

or

MoroAn

240-10 1 The scheme may con-

777.10

43.50

1931.57

tinue but subsidy may be
given only for new plant-
in g replantir® and train

ing may be given free for
the duration of the plan
period. Ail ocher Bervice®
may be charged at
actuals. However, under
the special component
plan and tribal sub pUin,
the various remaining
components of the sub-
sidy scheme can con-
tinue.

Comments given below

May continue

All the schemes are
Importantbut the Board
may constitute a
technical coinmiitee to
review periodically the
implementation of the
schemes and their
outcome to ensure that
the objectives art-
achieved and the results
are satisfactory.

20% of their profits under SecUon
Into replantalon. reJuvenalon etc. It
resources requlied for repUmtatio”
setting aside funds during good

has been Furtl.er expanded and now



Hence « may nol be neccssao’ hereafter for lhe Tea Hoard to make available loans
for Ibis purpost? exfepllng lo small and medium powers, who do nol have te

facility of 33 AB provisfon.
TTie earlier practice of the Board crediting the loan recoveries to Uie ConsoUdated
Fund and seeking fresh budget sanction for grant of loans has since been modifled
and the Tea Board has been permitted to utilize the loan recoveries (Including the
interest earned every year), for advancing fresh loans. The Tea Board may utilise
lhe loan funds for granting assistance lo small growers Including lo SC/ST
applicants and to applicants from Nortli East and only the surplus If any, may
be given to medium size estates. The Board may like to ensure that the amounts
retained by the estates for development have been uLilised for replanting, rejuvenation,
Inlgatjon. plantimprovement, modemlsaUon ofequipments and quality improvemeni
measures.
Irrigation development is essential: tlie scheme for encouraging irrigation
development may continue.
A major concern is tlie age profile of tea bushes in India. It is estimated that
nearly 50% of tea bushes are over 40 yeai-s old and need to be replaced. However,
the reluctance to do so, is because of the loss potential. The Tea Board therefore,
feels that the replanting subsidy scheme should be continued. But the large
tea estates have the facility of 33 AB. Perhaps Tea Board may after examination
recommend to government that a part of the Development Account of the Tea
compani®, say 1/3*M of the amount shall be utilized only for replanting. Replanting
is a dire necessary and if tlie tea companies are reluctant to take up replanting
without some assistance, the possibility of Increasing the cess amount to colleci
additional funds only for this purpose may be examined by the Tea Board.
The problem is acute in Daijeeling where nearly 75% of the bushes are over
50 years old. The Board may introduce a special scheme to encourage replanting
in Daijeellng. The savings from the closure of foreign offices could perhaps be
diverted for this purpose.
The tea processing and packaging scheme may continue but the scheme may he
confined to renovation of processing facilities Including generation of power,
A comprehenisve package for quality improvements in the small and medium sector
may be developed. The package may cover training in recent techniques in
cultivation, training In plucking, improvement of Bought Leaffactories, establishment
of quality control and testing labs and replanting of old bushes. Funds may be
allocated on priority for quality Improvement especially In the non-corporate sector.

The marketing development scheme covers many activities and the subsidy is given
for a wide range of acliviles. While the Board would be the best judge to decide
where Its resources are best uUlized, It appears Uiat subsidy is being given w
large exporters also and for producUon of publicity materials, promotion campaign
etc. The total subsidy given is also substantial. The benefit from such increased
subsidy is not reflected in export sales. It is recommended that in  future, tie
subsidy may be given only for quality Improvement activities like tlie installation



of modem machinery for tea bags, ready to drink manufacture, promotion o
organic lea, research on packaging materials etc. At best some support may x
given for market research, surveys, and brand promotion. Allocation of ftjnds or
parlicipation In fairs abroad may be given only to new exporters and that too or
maximum two times. Subsidy for export markcUng needs to be phased out as
tica export is not a new actlviQ'.

Analysis of the existing manpower

173 The Tea Board unlike Coffee and Natural Rubber Boards do noL have dir t
responsibility for research or extension. Hence, the staff requirement Is !
stair strengtli has been coming dovm steadily in the last one decade as can be seen
from the following Table 3.1.4.

Table 3.1.4. Staff strength of Tea Board

Group Total Strength
43
67 71
390 381
256 272
« e s s ,$ -n>.us ~ n

Table 3.1.5. the

stafr. Some of the tea Board

office has already been closed. The

office as there Is an office In Kottayam.
after the withdrawl of all compulsory regs
If any can be managed with a “
parliament house and m the h«d o

~  be elosed; also the Cochin

department will have little worts

® licencing. Uttle residual work

n houses cxcept in the
prtvatlsed, there will be surplus staff In
continue with the Board, The
rverrrde”'irrcan-nuArnrnrnn
X s ™ Lrv'~s is"— t: .he ..rplus posts can be abolished.
3.X.5. ActMtywi.. ~.n.uU -..t

caai. Bo~"
Offcers Staff acovily
Nature 3 e

Marketing Promotion*

4 66
Licencing & Registration

Finance & Accounts. 185
StaUstics. Administration etc. 3 23

Research 22 165



duality of service

1.75 The major activities of the Tea Board have been the administralion of the Tea
PlaiUation De\'elopment loan and subsidy schemes, the implementation of the varloui®
control orders, the overseeing of the foreign offices and tlie promotion of exports.
This year tlie Tea Board was given the responsibility to distribute subsidy to the small
growers to compensate for the sleep fall In the price of tea in Nilgiils. But this will
not be a regular activity.

1.76 The teaindustry would like greater assistance from the Board for the development
of the industry and in the promotion of tea abroad and in India. The industry would
like the Tea Board to proactively take up the industiy’s problems with the governmeni
and help to reduce the tax burden. The industry has been apprehensive of possible
dumping of tea from abroad and want the government to prevent this.

1.77 As regards research, the growers want the present system to continue i.e., the
researcli insUtutes to remain under the control of grower associations. Hence the
research acUviiy of the Board would be confined to the Daijeeling region and Daijeellng
tea and sp>ecialised research studies.

1.78 Tlie industry definitely would not like the Board to interfere in marketing either

Thus tlie activities to be performed by the Board are limited.

1.79 The Tea Board’s main function Js to interface with all sections of the Indusin-

- the producers, the trade including the auctioneers, and the consumers. The major

role of the Tea Board wlll hereafter be facilitation. To improve the quality of its service

to the various sections, the Tea Board will have to devote attention to the following
aspects/issues:

a) Concentrate on productivity improvement. Increase of production Is more llkeiy
through improvement of productivity in the existing plantations, A special scheme
may have to be evolved to encourage the replanting of old bushes. Highest
attention has to be paid to this aspect.

b) Research studies obviously will have to continue. They may cover integrated pest
management and plant protection measures, nutrition management and use of
micro nutrients, use of bio control and bio fertilizers and biotechnology. Though
research is being undertaken in the industry managed research institutes, the
Board has to closely monitor the direction of research and the results.

c) Small growers need to be trained in tea cultivation. The present efforts of the
Board in association with UPASI have shown encouraging results and may be
extended.

d) The improvement of smaller teamanufacturing units including the factories in
the co-operative sector from thepoint of view of quality improvement needs w
be pursued.

€) The training of tea labour including sardars. in finer tea plucking standards may
have to be intensified.

f) Quality aspects will need to be given hlghesl attention. Towards this end. the Tea
Board may ensure (I) the continuous monitoring of the quality of tea marketed



tn the country Including the quality of tea Imported Into and exported from te
country, <2) tliat the tea imported Into the cowwntry conform to the prcscrl

quality standards (3} that Imported tea even If blended with Indian tea Is no
permlitled to be exported from India as Indian tea.

its service:

1,80 The Tea Board may also talte the following acUons to improve the quality of

@l

10,

(d)

encourage the setting up ot accredited quaUty and ' |*"*
of the country to facilitate quality checks:

also. Also prepare transparent guidelines tor the recogniUon ofaccredited laboratonea.
and for their inspection.

improvement of the auction system, the
anv scone for restrictive practices and to ensure that the produce g
™r:rous suggesuoj of the producers ~ 2 B oA
introduced so that the producers develop conndence in me au y

“ % fAp pAAAA

Design and In.p,e.entap.c”— «

:;;Mtaron‘aco”shL”™basls once stah®sed. Tlie Board may also encourage
private enterprise in this acUvity.
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COFFEE BOARD

3.2.1 ColTce Is the mosl Imporlant plantation commtKlity In the world. 11 to

in over 50 developing countries, but mainly ronsuraed In the developed coun es
world export of coffec had touched US 12 billion dollars during the year ™
the prices were ruling quite high. For many countries colTee is an important so
employment and incomes as well as foreign exchange earnings.

22  Commercial cultivation of coffee had started in India more than
systemauc cultivation started only In the last 60 years
Is over 75 years old.

23

. Colfee research however.

At present coffee is grown In the country In nearly 3.40, (M heetoes

than two hectares. Kerala accounts for ha and their total contribulon U
area. 35% are under large plantations - abnve 10 ha., to

and tneir
production is around 40%.
2.4 Apart from the 1,40.000 growere This Istesldes
n , g eslab,.shnrents and In mar.eting,

~ e coffee Board, over the - n

“eadr;

s rpo— 'ALb.ng the country to Increase Ifs exports and ear.
substantial foreign exchange.

Table 3.2.1. Growth ot«... productlo-.u.d

Value
YEAR Area PRODIXMON In lakh In n
under toni Rs. crorcs
culUvatlon (In tonnes} US S Min.
(In hectares) 15
68169
1960-61 120320
135463 110231 018 214 273
1970-71 118646 0.85 108
1980-81 L00 278
187
1990-01 270821 212000 LA 587
zaz407 205000 rae7 452
. 303821 ~ 447
1996-97 2920007 2441
cess cueotlon and funds ~Tof

-63-



only instant coffee lias to pay Central Excise. Vi\c. State Goveminenls levy cllhcr
purchase tax or sales tax oii coffee. Government of India had also collccled in the past
a sjK-clal export duty on coffee. During the 12 years' period from 1976/77 - 1987/88
the total export duty eoUectetl from the sector was over Rs.400 crores.

2.8 The Central Government has been making available to the Coffee Board funds
for developmental activities. The amojmts collected during the lost few years as duty
ofcustoms and Uie amounts made available to the Coffee Board under Plan and as Non-
Plan grants is given in Table 3,2.2.

Table 3.2.2, Allocation of funds to Coffee Board and the cess amount collected
(Rupees In lakhs)

D\ity of customs Plan outlay Non plan
collected grants

Constitution of the Board

2.9 The Coffee Act provides for the representation of all the interests in the Coffee
BOfu-d including the labour and the consumers. As discussed in chapter two, the
strength of the Board which is thirtythree now, could be rationalised. The membership
could consist of the Chairman, tliree Members of Parliament and ten grower members,
of whom six could be from Karnataka, one from Tamil Nadu, two from Kerala, and
one from other states. Minimum eight, including two from Kerala may be small
growers. There could be seven other members. - one to represent the domestic trade,
two exporter representatives and two to represent labour and one curer representative.
One technical and research expert can also be included. In case representation to
states is proposed to be provided tn the Boards, then three additional members, of
which one each to represent Karnataka and Kerala States and one to represent
other states may be included.

Organisation of the Coffee Board

2.10 The Coffee Board Is organised on a functional basis with the following departments:
a) Research
b) Extension
c) Market development - export and domestic promotion
d) Quality upgradation and assurance,
ej Accounts and administration.



2.H The research department has, besides the matn restarch station at tialehonnur.

Karnataka, five regional research stations and eighteen demonstration farms. There
is a separate Biotechnology unit at Mysore and one Quality Evaluation and Upi*adation
Centre at Hassan. apart from one at head offlce. Bangalore. The extension
department has three zonal ofjices and nine regional offices and flftyscven field ofnces.
The promotion department runs fourteen coffee houses, of which five are locatcd at
places outside Delhi and Bangalore.

The Marketing mandate

2.12 The Coffee Act was enacted In 1942 when due to disruption of coffee exports
because of world war Il. the growers were facing enormous dliTlcultics. Their problem
was further compounded by the outbreak of pests and diseases. The view nA
time, based on the model of the Agricultural Marketing Boards started in the developed
world during the thirties, was that a Commodity Board taking over the
oroduction under its control, and marketing the crop In a regulated manner, would
be more beneficial to the growers. Therefore the Act provided for oomputori- piling
of ccffee to the CofTee Board which then marketed the coftee abroad and domesOoally.
in the year 1962. the Interrmtlonal Collee Agreement was negouated and

were determined for all members Including India. The pooling

easy and effective ImplcmentaUon of the quota system which continued to te o”~rau”

~ cX : = B ta = rd ru i.

LTtre;rtm rof‘t “produce deJred by
them.

.,13 However with the coUapse of quota
low levels. There was dlssatisfact on im possible  The growers also felt
was getting lost and for the improvement of quality. Due
that the pooling system was not ¢ dismantled during

their coffee.

2.14 During puTd”a.TVSeSTund*~'T e Pool Fund was

and sale of coffee as well “ ,he pooling of coffee to the Board, were
Periodic payments, aRer an P- ~ 3 being sold. With the dismanUing
being made to growers as ,arkeUng orgarilsatlon established by the i3oard
of the pooling system, the superfluous. A Voluntao'
to collect, cure, store, ] of tlie marketing emplo>'ees took adv~tage
Retirement scheme was introd p”~j Marketing that used

trttr”~racir” rr coffee Boa. came to an end In the last few years.



A review of the activities

2.15 The preseni activities of the Board can be broadly classtned under
al Research and development
b) Extension
c} Market development - expoil and domestic promotion
d) Processing and quaiit>" improvement.

Research and development

2.16 CofTee Research Is nearly 75 years old in India. The first major steps in oi*anlsing
research efforts to tackle various pests and diseases alHIcting the cofTee plantations was
Initiated by the United Planters Association of Southern India. An exclusive research
staUon for coffee was established in 1925 and the experimental station was taken over
ty the Board in 1946. Five more regional stations have also been established for location
specirtc research. The Researcli department has also established a Tissue Culture and
Bio-Technology division in addition to a training section.

2.17 There is hardly any research work or activity being carried out on coffee In the
private sector or In the universities either. Hence, the Research activity has to continue
as the core activity of the Board, but requires considerable strengthening and more
focussed attention.

2.i8 Extension service complements research and an eflecLive extension machinery and
network is necessa:~- for the disseminaUon of the research findings. Popularisation of
new higli yielding varieties, best cultivalon practices, appropriate pest control and
harvesting techniques are essential for achieving hlgiier productivity and thus an effjclent
extension machinery can contribute to the healthy growth of the plantation industry.

2.19 The Extension division of the Coffee Board is organised into five broad areas -
Karnataka. KeraJa. Tamil Nadu. Non-traditlonal areas and North Eastern states. The
entire country is further divided into regions and each region into liaison zones.

2.20 Coffee growers are highly moLivated and the literacy levels are high. Nevertheless
«Jie growers perceive the extension activity to be important. Ttiough the extension
machinery has delivered satlsfactoiy results all tliese years, the emphasis had in the
last few years, shifted to t>ie administration of development schemes, especially subsidy
programmes. An independent Evaluation Committee constituted by the CofTee Board
in 1996 had commended the efforts of the extension department in the control of berr\”
borer which la a serious pesU but the Committee had also observed that “the performance
seems to have been overshadowed by loan recovery responsibilities”. The Committee
had further to add *that tlve extension work appeans to have turned to be more ritualistic
than productive”.  Another commcnt was that “the technical service output appears
to be far less than the potential of tlie extension personnel™.



2.21 Iri addition to translating the research findings to the ftcid and to the growers,
the real challenge to the extension department lies In the dissemination of po”
l.echnjques and practires which affect the quality of coffees. But as o

Committee, the extension department has been devoting attention to loan an -
schemes which might have detracted their focus from their main

In the last three years there have been hardly any subsidy schemes being "JP
Even otherwise the extension department aught to concentrate on
of transferring research technolc®" lo the growers.

A

c

222 The Coffee Board haa been expenmenting with particlpato”
“olLs- groups. 11,13 method has proved efcUve and Is
Some improvements may be necessary but the growers

participate In
new methodology of extension: they want even research "“nttets

partlclp
Uie workshops and answer their querries and clear the doubts
2.23 Extension activity has an useful role n
based activity. There Is also no need for >~y traditional areas.
of the surplus staff from the traditional area.

Market development and promotion

2.24 With the n

However Coffee Board assists ~ganic and specialty colfee. etc.
~ intemauonal fairs, special pn=motlon g ~

2.25 The “ Se>rg «ruanrfantive T fforts atimproving the image of indla®
whether It is publication f

.»f manpower for these tasks has to be
coffee or market

such Vrtlse cannot be developed inhousc. it
Tyritire. -oo . - r “ktenpSs

. wn, be more producave and very

Srt”~crtrrvrofvsSrarnrarn asth

cost effective also.

Eiort permit systems registration but also seek
226 At present, coffee

no" prevalent In the case of either tea”r

The Board-s further reason to withdraw the system as no exporter
ro " . T h

or delay or arbitrariness.



2.27 The Jssue is nol whether there is any problem in obtaining pennils; iherc. is
a cost Involved in any transaction. 'Jhe objective which the pemiU system aims lo
fulfill can be achieved if a copy of the export shipping bill can be made available to
the CoiTee Board. Ail the details and data which Ihe Board wants can be Included
in the Export Shipping BUI. It is therefore recommended Uiat as soon as the system
can be introduced under which the Coffee Board can be furnished with or can obtain
a copy of the Export Shipping Bill, the permit system may be discontinued. The system
of exporter registration can also be discontinued as soon as DGFF and Customs
complete their computerization programmes.

Domeetic promotion

2.28 Domestic promotion of coffee has been one of the major activities of the Board
for many years and Uie Board used to mn many cofTee houses/vans. Even at present
11 coffee houses and three coffee depots are being run by the promotion department
employing in all 129 staff. The purpose of starting the coffee houses and vans was
to popularise coffee consumption In major metropolitan clUes. Pure coffee also used
to be sold tlirough these houses/depots. These promoUonal measures may have helped
to Increase the taste for good coffee: however tliese efforts have not really succeeded
in promoting domestic coffee consumption. From the Table 3.2.3 below, it can be seen
that there Is hardly any growth In domestic consumption of coffee over the years.

Table 3.2.3. Export and domestic sale of coffee

Year Total ProducUon Exports Estimated domestic
consumption
1990-91 1.69.726 1.10.000 55.000
1995-96 2.23.000 1.70.990 50.000
1996-97 2,05.000 1,81.225 50.000
1997-98 2.28.300 1,79.053 50.000
1998-99 2.65.000 2.11.621 50.000
1999-2000 2,92.000 2.44,834 50,000

2.29 Domestic Qoffee marketing has always been in the private sector. Their efforts
in popularising coffee, albeit their own brand of coffee. - both fresh coffee as well as
instant coffee - through advertisements and other promotion campaigns at a huge
cost, running into crores of rupees, have done far greater service for coffee promotion
than Coffee Board’s efforts. The Board’s coffee houses are being run more like canteens
and most of the revenues are from the " e of eatables etc. The coffee houses put
together excluding the coffee house in Parliament House incurred a huge loss of
Rs.98.85 la3chs during the year 1999/2000 after taking Into account all the staff
expenditure. These coffee houses can be progressively privatized, starting with the loss
making ones and only the two coffee houses in the Parliament House and in the Coffee
Board Head Office may be continued. There will be then substantial cost savings
to the Board.



Processing and quality upgradation

2.30 Coffee is processed in two ways and sold as parchmcnt and cherry. Tlie price
depends upon market perception about the quality of different grades and varie”s
of coffee. Tliere is considerable scopc for improving the quality of Indian coBee. e
oarchment commands much higher pric”. but Lhe prepaiaUon of parchment co ee
entails additional cost and Involves a process, needing water aiad strict quality con ro -
The preparation of washed coffecs Is much more in Arablca than in
Nevertheless the price advantage justifies greater dirust on preparation o

coffee. Export price depends on many factors. Including the there
supply as well as maintain consistent quality. The perception of Ao

has been improvement In the quality of Indian coffee has narrowed
the difTerence In prices between Indian coffce and coffees of other ort® !

i,wn in recent years and that in the case of Robusta Parchment, the prcm.um
other coffees has gone up.

,.31 coffee Board has been bestowing attention

A
especially on better post harvest

and this process
rr N mfguS.sih"c M A

the average unit realization.

;rie N ir.?
processed In certified

”~ -
curing houses only.

2.33  Quality certlflcaUon

BuT~«alfon ws necess”
this activity need not be

Labltsh the norms - the equipments requlrrt.

rd T~ ,1l:":urqu .lty .abs.so needstobe evolved soon by the Bc«r ,

2 34 The inability of the exporters to 3,h™e for
?s a handicap which t*- fJ " ““sof«-nt esUttes so as to facilitate the

better prices for coffecs.

2.35 The demand fecr” coffee is

some assistance to growers



rolTee as Ihc returns to growers will be Ic«s In tlic Initial perlotl. The cost of
«.rlifU'allon will also be an additional expense. Hence a comprelienslve programme
of asslatanre Including subsidy towards the cost of cerimcation. assistance In the
printinR of brochures and In marketing may be necessan.- The Boi~d could help i,
sending literature and brochure about Indian orRanlc coffee to potentla foreign buyers
and thus help In [jopularlsing Indian organic cofTee. The National Standards for
Organic Coffee are expected to be announced soon and the system of certlftcalon
has to be made easj”so as to reduce the cost to growers.

Schemes of the Board

2 36 The Board has been operating a few development and promotion sehemes. Some
of Ute loan schemes such as Intensive cultivation loans. replanUng loans special
purpose loans have been continuing for over two decades. Some schemes like crop
hypothecation loans and assistance for purchase of equipment were also being
implemented. All these loan schemes have been discontinued since the middle of
the 8“ Plan period.

2 37 The Board has also been opcraung till the 8“ plan, a few subsidy schemes lo
encourage planting/replanting and thereafter the subsidy schemes were discontinued.
Replanting of old bushes needs to be encouraged as a large percentage of bushes are
quite old. but the replanting subsidy scheme was not continued for want of funds.
The only subsidy scheme being implemented is the water augmentation scheme.

N Subsidy given during the
h Objective N
Scheme ) period 1997- 98 to 1999-2000

Subsidy for water ~ Provides 25% of the cost as Ra. 193.99 lakhs
augmenlatlon; subsidy to encourage growers to
started In 1994-95. take up water augmentation

2.38 Since lIrrigaUon is the key to productivity Improvement, the scheme may
conUnue. As regards the schemes to encourage replanting/intensive cultivation, the
Board may work out a scheme lo encourage the rcplanUng of old bushes, as that
is the best viray to achieve optimum improvement in producUvity. Since replanting
would result hi a loss for some years, some assistance may be in order only for
replanting of old bushes. The scheme could also be in the form of interest subsidy.

2.39 Quality improvement schemes would need to be continued including schemes
for post harvest technology, assistance for setting up labs and tasting centres,
promotion of.organic coffee, etc. The adoption of recommended grovrtng. storage, and
processing practices to help avoid defects in the cup needs to be popularized and for
this purpose the training of growers and processors, has to be given priority.

2.40 The Board Is Impiemenling a number of schemes In areas of export promotion.
The recommendations in respect of these schemes, which are listed below, is given
against each of them.



Name of Ihe
Scheme

Market Intelleftence
unit

AucUon CcnlTcs

WarelioiL'W

Export promoUon

Internal promotion

Quality evaluaUon

D”o,st™ uo,p.ol,

HRD programm

surplus staff in the

Trade InformflUon.
website, etc.

Creation of physical
Infrastnjclure for

conduct of auction

To pro‘rtdc modem
vrarehouaes.

partclpation In fairs
inviCing dele”liotis.
developtng CD rom.

Conduct of workshops, pub
UcaOons of periodicals etc.

Analysis of samples,

training personnel etc.

Fotranter of tchn=wW

oar

Expcndtlure
ditfk41997/%
to 1999/2000
Rs. in lakhs

126

important serrtces; may continue.

wm be taken up two-three places
onfy-

WIU not be neceeaary to
continue Ihe oiwc tti=
lasks are complei®]

May conom bul In <»'

participation otfeM . the o » t niny
reco.etan cmnamclpanM.
thou# the Bo«l ™"y

the participaUoQ. make
arrangenwiils. etc-

The actlvily may be confined to
publications, research studies etc

important.ctMty. Maybenccew
In all production centra. The
Boanl may cncotiraee with <a»»
capital subsidy, the private scctor
to up audi centre. In ail
others piaccB”

Only little ocpense I InvolTOL.
May oanUnue, I
SAay continue. But the subsidy for
subsldlaiy occup”lons Uke bee
boxea ctc.. may be discontinued



Table 3.2.4. The manpower of Coffee Board

Department Omcers (Gr. A &B1 Giroup C' Swfi'

Ttchnicai Scientliic Ministerial Tet-hnical |Sctentlftr regal/ Adminl-
feal Staftetical  su-atSfin,
Frofessional  Account.<5

Library
Research 7 48 4 40 37 1 70
i - 2 144 ~ — 7*
Extension 80 151
AdrDInistralUon —_ - 11 - 5 104
MarkeUng/ 1 - 3 1 — ?ig
Promotion
Total 88 48 20 184 38 6 385
ABSTRACT

Group 'A' & B'

Group C

Group 'D* 288 + 49* = 337

TOTAL 1057 + 49- = 1106

«Dally wagers conferred with Ictnporaiy status.

2 42 Of the total staff, the promotion department employs in all 129 group C and
D staff in the coffee houses. When some of the cofTee houses are privatised, the staff
of those coffee houses will become surplus, if they continue in the services of the Board,
The surplus in other departments is mainly in the non-technical cadres and mostly
in admlnistraUon and in the extension department. It is esUmated tliat the surpius
in the ministerial cadres will be approximately around 100 in tlie group D and around
100 in the group C cadres in all Uie departments put together, excluding the coffcc
houses.

2.43 In the extension department also there will be a surplus. The change in the
method of delivery of extension services and the increasing use of virtual offices will
result in some redundancy in the field cadres especially in group C category. It has
been estimated, that atleast a third of the posts can be abolished as and when the
wastages occur.

The functioning of the research programmes and R&D centres

2.44 The Board has its main research centre at Balehonnur in Karnataka, one of
India's oldest agricultural research centres. The centre's main achievements include
the establishment of a massive gene bank, the development of a few successful
selections which have helped to improve yields, evaluation of biocontrol of coffee berry
borer which is a serious problem, standardization of vegetative propagation techniques,
establishment of tissue culture lab and standardisation of protocols for rapid nmlitipUcatlon
etc.



2.45 Apart from the main research station at Balehonnur. the research
has live subsidiary research stations one each In Tamil Nadu.
Andhra Pradesh and North East. In addlUon the Ussue aitture “rnlcal
as a separate stalion at Mysore, The strength in these stations Is In all 132 techn
scientific, and Held statf and 120 In the adminlslratlon, accounts ~d
funcUons. There are also 18 Coffee Demonstration Farms In different zo
246 The Research Programmes have been reviewed by an

1996 This is the Mth in a series of periodical evaluaUon of PJf,
Tthe Coffee Board, Tte independent Evaluation Cormnlttee "as oplned ~at cofe
research has progressed more as a routine and repetitive

VﬁOI’k ,{ruln S -
2,47 .search In a perenn” crop like coffee » im
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2 53 -mi- administrative system at the research station needs to be strenRthcntd
and tightened It Is recommended that to ensure proper directton at the Central
Colfce Research InsUtute. the director with full authority may be posted at the Inatltule
but he must be made fully responsible also. The Board may also review the
iniplementaUon of the E\‘alualion Commtltte-s oUicr recommendaUons for Jnplementatton.

2-54 The Research department is implementing, liiteralia, the foUowinft Imporlant
programmes and they need to be conUnucd.

(@) Production of improved pianling material for identification of elite types in Robusta
and Arabica selections and to establish clonal seed plots.

(b) Cataloguing and conservation of coffee gene pool.

(c) Biotechnology project - for studies on clonal multJplicaUon through micro propagalon

to undertaJke research on DNA markers for improving the efficiency of conventional

breeding. .- . «

Project for physiological aspects of Biotic and Abiotic stresses for Increasmg coffee

productivity.

(el Integrated management of coffee leaf rust and other diseases.

(I Projm on naUonal mission on control of coffee berry borer (which is a major threat
to coffee plantations now),

(@ Post harvest management Including survey and studies on pesticide and mycotoxin
contamination of coffee.

2 55 While the projects need to be supported fully, a close monitoring of the work

on the projects and the results on an annual basis by an Independent technical team

is recommended to ensure that the projects are on course and purposeful.

2

2.56 The performance of the demonstration farms needs to be improved. If they have
to serve as demonstraUon farms, they have to become Ideal estates, adopt the best
culUvatlon practices and achieve high productivity. But the actual performance has
been far short of expectations. A deftnlte target for Improvement has to be set so
that the demonstration farms can become really demonstration centres.

2.57 The total expenditure on research, during the last flve years Is as follows.

Table 3.2.5. Total expenditure on coffee research

(Rs. In lakiis|

Establishment Capital Other Total Total

Year including expen- expendUure expenditure Budget of

diture on staff the Board
1995-96 122.49 161.62 109.16 393.27 2689
1996-97 17301 35.64 165.69 374.34 3147
1997-96 94,78 194.29 221.03 510,10 4808
1998-99 238.22 132.28 193.60 564.10 4120

1999-2000 278.31 33,99 206.67 578.97 4845



2.58 The research and extension departments’ pcrfonriance can be partly Judged from
the improvement In productivity achieved over the years.

Table 3.2.6. Increase in coffee yield* ovet the years

722

1997-98

2.59 The yield of coffee Increases “
A part of the Increase In robusta yields ¢™ ,rritlon has increased from 30,000

developed by the Institute soon.

The Coffee Board was

rorsStzle N A of processing and n~"Ketln,
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up \vith some positive resu



2 63 The oieanlc coffee growers also want the Board to subsidize InspecUon and
certincatlo.1 fees aiid assist In marketing. Ihrough publicaflon of brocimres to popularly
Oielr oroanlc colTec. The grou'ers also want special assistance lor promoting specialty
cofTee. wlilch is a growing business. The Board may continue Its present sehemt
of assistance for export promotion of such coffees.

2.(M The growers would want the e.xlension support to growers to be continued” The
Board's participator- ivorkshop method Is a welcome InltlaUve and will help the Board
to extend high gnalltY extension support. The Information Cells for the establlshmcra
of which the Board has given some assistance. Is another efftkKtlve way of assistmg
the growers. Such cells can be upgraded as virtual extension offices, once the Boards
web site Is re\amped.

2 65 An area of major concern is the age prolile of coffee bushes: a large percentage
of bushes is over 50 years. The replanUng of old bushes needs to be encouragcd
in a systemaUc way. The Board may have to evolve an effective scheme to realize
the importanl objective.

2 66 There is considerable scope for expansion of area in the non-tradiUonal area,
especially arablca cultivation. The Board may ensure that the cultivation and
processing in such areas Is given all the help. In the initial years, processing units
could be subsidised In those places, as a measure of encouragement.

2 67 The Board can render an Important service to the industry by encouragmg the
establishment of cup tasting and quality evaluation centres In important production
areas This facilitj- coupled with the proBles of coffee estates being compiled, will enable
the exporters to source the coffees of the same taste and quality of the grades they are
interested In and offer to the overseas roasters significant quantities of coffee which Is
so essenUal to generate purchase orders for even good coffees.

2 68 Internet coffee auction of specialty coffee has started. The Board may keep
a watch on the development and If such coiTee trading becomes popular, devise a
method to help the traders to participate In such coffee auctions.

2.69 The trade information service requires vast improvement as also the website
of the Board www.tndjacoffee.org. The Board would do well to engage professionals
on contract to Improve the quality of these services.


http://www.tndjacoffee.org

NATURAL RUBBER

13 1 Natural Rubber te an Impoilant Industrial raw material
natural rubher(rubber) In India
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Table 3.3.1. Growth of W«tui»l Rubber producUon and productivity

area untlei production productivity imports
plantation (In tonnes) E‘ln tkgs/ {ji tonnes}
lin hectares) ectares)

1999-2000

36 The import of rubber has been under restriction tiU recently as a measure

the domesUc Industry. However there have been some Imports to
IrSeT m ands for special grades of rubber, aitd under advice n
exoort of tyres Occasionally to meet the deficit imports were being permitted TOe
price of rubber, after reaching high levels, during 1995 and 1996, starts c'talj.tag
rtovni from the middle of 1997 and have remained at low levels since then. In fact
for the first time. In many years, the domesUc prices went even lower than the
international prices.

3.7 In order to help revive the prices. Government of India directed th<; Stale
Trading Corporation of India to procure rubber so as to reduce the surplus in the
market and improve the prices, -nie Government of India also took subsequently
the extra-ordlnaiy step to ban the import of rubber against even advance licences
and directed the holders of licences to procure the material from STC. The Govemmenl
however made available the required grades at international prices so that exporters
were not at all disadvantaged and absorbed the dliTerence between the cost and Uie
sale price to exporters. The domestic price has however not been Improving because
of a slackening In the growth rate of domestic demand for rubber. The world situation
is no better; The International Natural Rubber Organisation has also disconlinuetl
its buffer stock operations (please see Part 1) consequent upon the termination ol
the international Natural Rubber Agreement.

3.8 Though the rubber growers have been facing difilcultles during the last three
years because of the fall in the price of rubber, the growers have been receiving
remuneraUve prices In the past, thanks to the protection given to the industry
against Imports. As could be seen from the Table 3-3-2 below, the domesUc prices
have remained at higlier levels than the International prices during the last twenty
yeara. ‘This was of course the incenUve as well as the moUvaUng factor for the area
expansion of rubber, which helped to Increase production during the last two dccades®
A study by the Centre for Management Development, Trivandrum on the World Bank
agisted India Rubber Project, has brouglit out that the main reason for undertawng
rubber cultivation has been its economic advantage over other crops.



Average pricc for 100
(in Indian rupees)

Year liuemaUona»
Indian Price RSS 3
RSS 4
872
1981
1670
1986 s 1796
1991 2463 2487
1992 2516 2538
1993 a107 3455
1994 050 5030
1995 122 4764
1996 3614
3988
1997 2854
3013
1998 2664
2997
1999 3007
3125
2000

~J'elven below In Table 3.3.3.

Ch res,



3.10 Thf central government liave been flnancInfi lhe promotion oi‘rubber culUvatlon
and the dei'ciopmcnt of the Indusrr>'. ihroug»h plan assistance and non plan grants.
As can be seen from the above labic. ihc Central GovenimcnJ have been allocating
more funds for the dcvcJopmenl of Li\e Industry than the cess amounts collected
every year.

Constitution of the Board

3.31 The Rubber Art provides for the constiluLlon of a Board consJsiing of 25 members
including* (he Chairman. Among tiie Boards, the Rubber Board has the smallest
strength. Of the members. 10 (2 from Tamil Nadu, and 8 from KeraJa) are to represent
the rubber producing interests and 10 more members are to be nominated by
the Central Government, of which 2 shall represent manufacturers and 4 labour.

3.12 Ch'er the years, the cultivation of rubber has {Jained importance in oUier states,
mainly in Tripura, besides Karnataka. Today tlie area under cultivalon is more in
Tripura and in Karnataka than in Tamil Nadu. The tyre manufacturing sector
continvies to be the major consumer of rubber. Itis recommended that the number
of grower representatives may be 10. of which 8 could be from KenUa. and of the
other two, one grower representative may be alternatively from Karnataka and
Tamtinadu and similarly one grower representative alternately from Tripura and other
North Eastern States. Among the grower representatives, maximum two. could
represent large estates; the election procedure could be given up. As regards other
interests, one represenUng automoUve tyre sector, one representing other consuming
interests, one representing Oie processors and one representing the dealers and two
representing labour could be nominated. One technical or marketing expert could
be another member. Thus the overall composition of the Board would be 21 including
3 Members of Parliament, if it is decided that nominees of state governments have
also to be appointed, then there could be a nominee of Kerala govemmenL plus
one more nominee, by rotation, of the three other major producing states.

Organieation of the Board

3.13 The Board is divided into eight departments broadly corresponding to the
activities of the Board. Administration being an independent department, separate
from Finance and Accounts. In the field there are three zonal offlces. six supervisor}
offices, 40 regional offices and 172 field offices. There are also 12 regional research
stations, two breeding substations, besides tlie main research station. The licencing
department has nine oiTlces located throughout India.

A review of the activities
3.14 The activities of the Board can be broadly grouped under:
a) Research
b) Rubber Production
c) Processing and Product Development
d) Licencing
e) Training and Technical Consultancy
fl  Statistics & Plamiing
g) “udministration. Accounts, Labour Welfare etc.
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be to a group of Rrowere arrmged through such RPSs or otherwise. Th<- ativanlage
of sucli a method will be that knowledgeable extension .statf can lie deputed to
participate In such meetings. The really competent extension personnel will also Ute
lho challenge as lhey will have to be well prepared tor such meetings. Tliere will
be greater accountability also. Tlie RPSs may be cncouraged to set up Internet kiosks:
then the RPSs can serve as lhe extension arm of the Board and develop Into virtual
extension olTices. once the Board creates the necessary data base and an useful web
site.

321 The Production department

functions, some
etc

h.« also been undertaking apart from its core
subsidiarj- acUviUes like promotion of tee keeping, bio-gas ptots
The Board Is of tlie view that these activities help to Increase the subsldlaiy
inc~res of small growers and hence should be continued. The resc”~ch department
of Uie Board Is also having scientists working on bee keeping in rubber pl~taton.
But these activiUes are better undertaken by specialised agencies meant for these
functions.

3.22 As regards encouragement for blogas plants, the Board’s view is that blogas
plant using rubber efUuent has been perfected by me Rubber Research Institute and
L blogas ptxKluced can be used for drying rubber sheet and even for cooking and
the treated waste water can be used for irrigation and thus the blogas plant Is also
a means of poUution control. The Board's contention is that the scheme was started
only three years back and needs to be popularised in view of the stririgent environmental
reeulations Hence the Board wants the scheme to be continued. The Issue is not
the relevance of the scheme, but whether the Rubber Board should undertake this
activity- Government of India In association with the concerned state agencies do
implement similar schemes. DupUcation has to be avoided; also such schemes are
better implemented by the technical agencies which have the necessary expertise.
However, if similar pollution control schemes are not being implemented by o~ r
agencies perhaps the scheme may continue till the end of the Tenth Plan. The
producUon department need not however devote ifs Ume and resources to pursue
schemes like bee keeping etc. and let them be implemented by the specialised agencies
meant for such activities.

3.23 Nurseries also need to be hereafter operated on a full cost recovery basis. Private
commercial nurseries have become popular and already meeting over 80% of the
demand. In co”irse of lime, the Board may wind up those nurseries which are not
fully viable. Tappers training schools will have to however continue for some more
years as there is shortage of trained tappers and scienUfic tapping will enhance
productivity.

3.24 If some of tlie subsidiary activiUes are phased out. the number of regional oflices
can be reduced by ten alleast and the supervisory offices by two. Especially with
the ces”Uon of some other schemes there may not be a need for so many offices.
Nurseries can work directly under supervisory offices. Alternatively, the number of
zonal offices can be Increased to five and the supervlsoiy tier can be entirely done
away with. That will ensure greater accountability and reduce an unwanted tier ol
supervision and help speed up communication.
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3.29 As such today, large estates, processors, dealers and manufacturers all have
to lake licences and submit periodical returns.  According lo lhi- Rubhcr Board,
the number of returns submitted during the year 1999-2000 were as follows:
Table 3.3.4. Number of returnB received by the Rubber Board
for the year 1999-2000

Half yearly Annually Total returns

Large growers

Manulacturers

3.30 The Justification for licences/retums are two fold. One is to enable the
collection of data on production and consumption and the other major reason Is to
track transactions for use In the assessment and collection of cess. The returns
from processors, dealers and interstate licensors are meant for cross checking the
informaUon obtained from the manufactuers who have to pay the cess. Rubber
Board collected over Rs.75 crores from the manufacturers during the year 1999-
2000. It has been argued that without such elaborate Ucenclng/relums. it may not
be possible to assess the quantity consumed by the manufacturers and to levy and
coUect the cess from them, especially as the manufacturers are spread all over India
and the number of units Is very large, nearly 11,000. Unlike in the case of coffee
or other commodlUes which are exported and therefore the cess can be easUy collected
from the exponer”. the collection of cess from the domestic manufacturers would be
difficult If there were to be no licensing. Around 140 Rubber Board employees are
employed for the licencing work, including on check post duty, random inspections
and for collection of cess etc.

3.31 Rubber is the only commodity with an elaborate licencing system meant for
the collection of data on production, processing and marketing. It appears unnecessarj’.
as data in respect of rubber can be collected in the same way as Is done for other
commodities. Whether it is rice or coffee, data Is Important, but tliere is a machanism
for collection of data In respect of both agricultural crops as well as Industrial units;
they can be very well used for collection of the required data in Ihe case of rubber,
both production as well its use.

3.32 As regards cess collection, a far simpler method to collect cess could be to
collect It along with the central excise. The levy will not then be assessed by the
Rubber Board personnel. but by the Central Excise staff. Also some small scale
units consuming rubber may not then be paying cess, as some small scale units
may be exempted from payment of central excise. But the amount that will escape
tlie tax net or be exempted will be very small. A little over 50% of the cess amount
Is paid by the automotive tyre manufacturers alone. Most of the consumers of rubber
will be paying central excise and hence there should not be any concern about serious



shortlall In colkcUon of ccss.
avoidance may be small.

There could be some evasion but the tivcldence of such
be cumbersome.

If the collection of cess along with central rxcisc were to
lhen the other aitnmativc could be that Government of ludia mtikes
an afisessment of the cess amount liabtlUy on the basis of productiondata andmake
available the funds to the Board. Such amethod will obviate the need to have
an elaborate Hcenclnfi system and machinery. Thei\ nearly 140 persons employed or
this work could be gainfully deployed for other activities. Tlie unproductive work oa
of dealers, processors and manufacturers in furnishing returns would be elimlitaled”
The saving to the Rubber Board alone from the abolRlon of liccncetng activity — wou
be over a crore of rupees per annum.
T? However If both alternatives are not acceptable, then the rcglstralon may
made mandatory only for the raanufocturers and half yearly
nUcribed. On the basis of such return, the cess amount could
mllccted. Even then a small complement of around 10 to 15 personn
sufUcienl to administer the system.

3 34 The licencing department can be merged with the department of statistics and
planning and can perform the major funcUon of facihtation.

Processing and product development
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trailing ventures la an enUrcly dUfercnl matter. Wlille a number of RPSs have b«n
extended asslstanceB to set up processing units and a number ol co-operatives havt
been assisted equity, a number of lirms and  marketing societies have also
been extended short term loans for trading aetMUes, Thus the Board has been drawn
into assessing tlie viability of commercial activities. In addition, under lhe World Bank
Project, a Rubber Wood'factory has been given assistance of over Rs. 6 crores, a
model TSR factory- has been set up at a cost of over Rs.8 crores and a RVNRI, Plam
has been established at a cost of over one crore rupees. A Rubber Wood laboratory
has also been started, incurring over Rs. 1.5 crores expenditure,

3.39 The Board had established In 1976 a Pilot Crumb Rubber Factory (PCRF) to
demonstrate the potential of block rubber as a technically and economically viable
alternative to ribbed smoke sheet: the plant Is said to be already obsolete. Rubber
Board is of the view Uiat Il is nccessary to operate the crumb rubber facility for the
processing of styrene graRed natural rubber after primary proces.sing at the RVNRL
factory v~ hlch itself is being Justlfled on the ground that it is required to standardise
the processing of slyrene grafted rubber. The RVNRL project was set up for the
production of ladlaUon ™Icanlsed rubber but because there Is low demand for It, the
unit is being used for styrene grafted rubber that is said to be a substitute for SBR
which Is Imported. Thou|” the project may be a part of the processing activity It would
have been better to encourage such an activity in the private sector. There Is also a
PUot Latex processing centre established by the Rubber Board In 1989 to undertake
research on Improvmg the quaUly of latex concentrate. This is again said to be a
demonstration project to popularise the processing and marketing of low ammonia latex
concentrate.

3.40 Allthese postharvest facilities, while may be Important, could have been undertaken
in the private and co-operative sectors. In fact a number of crumb rubber factories
have come up in the private and co-operaUve sectors. Apart from the huge iniUal capital
expenditure already incurred on these projects, permanentrecurring costs and expenditure
may become a burden on the Board. As Itis, during 2000-2001. on these activiUes.
the total revenue loss Is said to be Rs. 32 lakhs. Itis true that Rubber Board has surplus
staff who are partly being deployed for these activities: nevertheless it is necessan’
to ensure that these units are run efliclently and therefore, it is advisable to shed tliese
actlviUes in phases. It Is recommended the rubber wood factory be privatised in a year
or two; the TSR factoiy be converted into an indpendent cost centre and later on privatised
and sImQarly the RVNRL factory. The pilot crumb rubber factory. If it has to continue
for the development activities can be run with the surplus staffso as to reduce the losses
but may be run as a separate cost centre.

3.41 If any processing technique or new technology has to be encouraged or
popularised. It may be wortliwhlle to give a capital subsidy to encourage the setting
up of such facilities in the private or co-operative sector rather than the Board Itself
undertaking such activities.

Training and technical coneultancy

3.42 Training activity is important not only for growers, but also for processors,
product manufacturers, quality control managers, marketing managers etc.. These



activities have to continue but it is advisable for the Board to start collecting atkast
rvominal fees for all the training courscs being organised for outsiders. Such art on
bring out the uUllty and value of lhc courses to tiic users. According
Board the training and consullancy division has started collecting fees
Z courses. During the year 1999-2000. a sum of Rs. 10.77 lakhs
fees against the total expenditure of Rs. 105.24 lakhs on this acti ty-
recommended that the target to be achieved may be progressively increased
third of the total expenditure.

343 The functions of the technical consultancy
proftles. development of rubber products. compfeUon
division also provides testing facilities for rubber,
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plantation In non-
tradlUonal areas

Rubber Estate aiid
Training Centre In
Andaman Tslajid.

Supply schemes fn-
eluding supply of
planting maierials,
plant proiecUon
materials, sprayers etc.

North East has great potcntlKl for n4bber
cultivation. Tlierc Is a direction In earmark
10% of plan fund.s for North East. The
srheme may contlnue.

nie un« was meant to act as a demonstra-
tion plot. Hence there is no reason why the
plantalion can not give substantial yields to
cover the full cost of maintalninj; the
plantation. A definite target to achieve this
objective must e set; otherwise the center
can be closed.

Conimente given beiow

Tlieae miscellaneous schemes can be dispensed ulUi. except In North East, and there
too for a limited period only. The Board should provide advisory services and information
about the standard equipments, whei-e they may be available, what are the prices etc. It
Is recommended that such subsidy schemes may be closed by the end of this plan period.

The I7ue is not the amount of subsidy but the cost of tiie manpower employed in
procurement and distribution and the Umc of extension staff devoted for distribution etc.

The benefits are not commensurate.

J5 Nurseries of which
8 arc In the
traditional area

Tappers training
school

Assistance to RPSs to
engage extension
agents and tapping
assistants.

Dcmonstration-plota

Distribution of estate
Inputs; this is
primarily meant for
smaii holders {< 5 ha)

Overseas training of
growers.

Women Development

It is recommended that the nurseries in the
traditional area may be run on full cost
recovery basis progressively as the subsidy
is not required.

In view of the shortage of tappers, the scheme
may continue for some more years. But for
each school, specific targets may be fixed.

The Board has a huge surplus staff. It is
better to depute them to RPSs and
discontinue the subsidy scheme.

While the objective is acceptable. It Is recom-
mended that &ie subsidy to 1" Ss be with- drawn;
RPSs can use the sei-vices of extension
machinery for conducting demonstrations.

The subsidy on Inputs may not continue as
tt Is not needed. In fact, fhe cost is already
subsldisi?d as the staff costs are not
recovered from the beneficiaries.

With the World Bank Project coming to aji
end, this scheme will not continue

Comments given below :



Thcae acUvlllcs Uke ganiwm making, goal rearing, poultry, blo-gas «=_
the Rubber Bowd to sponsor, subsidize and monitor, however laudable are the
There are speclUc agenctes who should be requested to undertake R training
BoardmaydlsconttiueaUorthem, On the other hand the womoicc”d be girtnft ing
in tapping, grafting, processing and such rubber production related subjects-

<45 According to the Rubber Board. It has been possible In the

« enthu” the growers to take up re-planUng and
processes, only because of the planting and Development
onerated by the Board tor the last twenty years. Tlie Rubber Hantatlo

p
was started m 1980 and b«n
four phases front 1980 to 20« Over f ' '~ ff~'~A 'flntln g have been
over two lakhs for replanting and Uttle over o rubber growers
given crores of rupees assistance by way of subsidy. u,, «;henk
AN r)p o= S r -

Boar, has thus helped to aeh«e
v%/ high productivity levels in our countty.

3.46 -nte subsidy under the ='*'e™ A'NtecC” mto *mn~ad\L
per hectare In the tradlUonal area ~s ~ the subsidy has I»en

Now with the completion “f ~ea and Rs. 16.000 per hecure
reduced to Rs.12.000 per hectare In toe Ira ~ .us”neatlon for the continuation
in the non-tradltlonal area. The Board ha q

A
of the subsidy schemc, the observaUon of

sniall holders because
is a highly effective means of th~t is unlikely to take place ttaough
It enforces an Important measu”® is Indirectly saying Is that ~thout
regular extension sen,lces alone .

convinced of the

rrrarTschem es aird non-ben=ficia.e.

material; the subsidy was meant to
and replanting cost. replanting benellclaries

benenclarles. the percent g



labour IS siBnliflcantly higher al 25.32% and 23.85% respccUvcly In the case of non-
beTflciarles ObvloulLy. the benenelaries are beKer olT than those who have nol b,
getUng 3ub.sldy and even small growers among the bcneflciarles do not “'' family
tebouf. even though most of the cost Is on account of labour The «udy also
brings out that majrimum new planting was during the years 1996 and 1997 and the
motlvalon was the high prices during the previous years. Hence. It Is the price ol
rubber which will Influence the decisions on taking up replanting and new planting.
Also the study reveals that the economic condition of the rubber growers who were
the benennarlics of the World Bank Assisted Rubber project was saUsfactoiy. over 30%
owned vehicles, over 76% owned TV and 47% refrigerator. Among the growers ownlt®
2 to 5 hectares. 83% had telephones, as against 18% on an average in Kerala.
Considering all these factors and also that more than 50% of the growers have teen
given the subsidy benellts already and further that most of the cost Is towards labour
expenses, the subsidy scheme may be phased out by the end of the 10 pim
period if not earlier. Meanwhile, the subsidy scheme may perhaps be converted into
an interest subsidy scheme for the remainmg period. Tlie subsidy may however bt
Slven only for replanting of old uneconomic trees. The suteldy may conUnue under
fhe Special Com”nent Plan and Tribal Sub plan for SC/ST growers. Also in North
East where rubber culUvatlon Is yet to be firmly established, the scheme may contoue
during the 10 Plan. As regards other subsidy schemes the recommendaUons have
been given against each scheme.

Processing & marketing schemes

349 The Board has been Implementing a few processing and marketing schemes.
The comments on cach of them are given in the remarks column.

Expenditure
during the three

Name of the Scheme years 1997/98 Comments

to 1999/2000

(Rs In lakhs)
A number of miscellaneous schemes 537.45 Board may continue only  those
such as for share capital contribution schemes meant for quality
to co-op. societies, processing upgradation. purchase of lab
companies, trading companies etc., equipemnts. etc..and for acquiring
grant of financial assistance to them accreditation under 1SO 9000. I1SO
for various purposes including 14000 systems.

establishment, of processing units,
construction ofgodowns, procurement
of lab equipments etc.

RVNRL Project 130.80 Initially set up in 1990 and expanded
in 1997. Itis still running at a loss.
May be corporatised and then

privadsed.
Rubber Park Project - equity has been 217.52 The project is yet to take off. The
proposed Board may not take on any more

financial liability than what was
committed, nor managemeni
responsibility.



Pilot Latex Processing Centre for

23890 A huge amount has been spent; the centre
processing field latex Into corrccnirated may be made into a separate entity and
laicx. then privallsed.
. - Has been under loss stoceincepUon. Since
Pilot Crumb Rubber facility for — 358.90
processing Into technically specind the Board feeJs that « Is necessary to
" continue the factory for research and
block nibber. demonstration purposes. Uie facility can
be continued with surplus staff lo reduc.e
the cost on Us operations.
This pvolect again Is goingto demand huge
i 682.88 P’ g going g
Expansion of model TSR factory. resourxss. May be made Into a separate
enliQ- and later on prt\'aUsed.
Laboratoiy for Rubber Wood; Promotion 684.42 Now the proposal appears to be more

campaign for rubber establishment of
model Rubber Wood factory etc.
Initially, the objecUves of the Board
was to demonstrate the usefulness of
rubber wood and popularise the use.

ambitious |.e.. to participate In‘ntematto”l
exhibitions and to gtve assistance for settmg
up show rooms etc. These are direct
marteUng acuviues and tht torf n?y
avoid the tetnptauon lo pkmge Into w h

sueas which are dearly tht area for the
private sector.

- ___- 1r. pp~c; is that this Is a bettei

Interest.
can not pro~de the a banUer to them, -nvere
up these actl*ltie5, but the Board organisations to obtain credit for
enough sour.es for “ “P ' f “/aafprnvided enough funds for the
acuvltles. Since the Board h a "~ »

pm™ ,ehemes for trading etc. may be
these activities, it Is recommended that tn

lor . . L tn arceot me comeuuuji
are repaid with It Is difficult * P

and ‘should take
n"n.e

such

discontinued.

a-hemes like grant of share capital
3 51

AS indicated In the remarks “i?generatfr. assistance for b »

further these schemes
3.52

fritte exceeding Rs.20
The total subsidy -
crores In the last ~o ~

for ..uallly improvement

- X errrc”™”™ o ~d tobe util.ed Judiciously

ta'LTo“p°i p" "“T(appihg)

“riat ne< 2”7 "
r r impted technlcues become
popularise the techniques till



widespread. Since Micre is a shortage of traUied tappers the training programmes
may also have to continue,

bt The training centre for growers and processors- though the rubber growers are
a Iterate community there Is need tor training In many aspects,

cl Schemes meant for quality upgradaUon are essential and such schemes may
continue. N L

d) As rural areas lack proper storage, a scheme for the conslnicUon of humidity
controlled storages may also be considered.

Analysis of the eilsting manpower

3,54 Rubber Board has a huge staff strength. The deparunent/acuvllywlse strength
is given below:

Table 3.3.8. Rubber Board - employees strength

i i Administration Total

E>epartnient Technical & Field Staff Accounts, Legal. C
’ Scientific staff Statistics staff ~ and supporting
staff

Research and 248 B1 9 142 480
developmeni
ProducUon and
extension 442 210 9 662 1323
licencing 24 118 142
ftDcessIng & pro- 45 14 24 83
duct development
Tring. & Technical 23 1 21 45

consultancy

Finance. Accounts. 37 164 201
Statistics and
Administration

Ttotal 758 291 94 1130 2274*
« excludes 33 deputation staiT

3.55 The staff devoted to the core activity of research, extension and processing
is very small. There Is a large contingent of staff devoted to administration, licencing
and subsidy administration, it Is clear that in all the departments there is surplus
staff but the largest surplus Js In production department. Even with the present set
up. the support staff strength can be brought down by a third. When the subsidy
programmes are phased out, there will be further redundancy of atleast another
hundred ministerial support staff in the production department. Further when ilic
work in the department |Is streamlined a third of the field staff will be redundant
When the licencing work Is abolished atleast 130 staff will be suiplus In the licencing
department. The administration and finance department can also shed some personnel
The supporting staff in the research can be brought down by about 50 in group C
& D cadres.



o The Board unfoitunalely has been rccrutUng staff every year. In the s

one decade, the Board has increased it's ameers cadre by 60% In Group A
35% In Group B cadres. The increase in group D strength has also been atoost
the last two years alone, over a hundred addlUons to sirength have
The cjcpenditure on personnel have doubled In Just five years’ time from
to Rs.25.19 crores In 1999/2000. Bccause of pay commission
recommend.uons. Uie cost Is bound to go up In the coming

en m n

. b.

A o, th. tocuoning of the research progrartune. .nd
3.7 The Rubber Research InsUtute of India M

~titute can beiustKlabl,

n

j tleinsUtute

over the years.
be seen from the dramaUc ~ around 365 kg In
The productivity In terms of average ylel P gj present productivity
1Se0-61 increased to 788 “ f Malaysia - 949 Kg per he«are

prood

A

and of Thailand - 1394 g P

3.58 The RKirs major

of tissue culture ptots
which covers nearly 50% of the upward tapping (CUn for long
r ~ ror ndat” .0.ection .stems
including management of major pes
359 The RRIl maintains close ~,.ties and thus has been able to get
CILTO” agrtcultural Research ~ d involved In some o
U,e benent of technical science and post harvest technology
the frontier areas of research 6
rubber, including genetic enginee  ® ~

at Kottayam has twelve

to give special attention to the a



3.61

The Research Department has been operallng a number of schemes.

and the recommendations are given below;

Name of the Scheme

Strengthening of regional
research stations

AU India co-ordinated
research programme

Biotechnology and Tissue
Culture

Establishment of rubber
research and training
centre

Strengthening of technical
and supporting services

Rraearch schemes in North
East

Central fartlitles for soil
testing

World Bank schemes

Miscellaneous schemes

Budget for
2000-2001
(Rs. tn lakhs)

112.00

200.00

20.00

15.00

47.50

210.00

3.50

52.00

Objectives

Maximise the
potential of newly
developed clones.
The scheme also
includes streng-
thening of plant
breeding; setting up
of more soil and leaf
testing laboratories;
strengthening of
plant physiology labs
etc.

The details

Comments

individual programinpsmaybe
examined and approved by the
Board on the rerammendation
of a technical committee; these
programmes should be linked
to specific objectivcs/goals.
However, soil and leaf testing
laboratories may not be
necessary.

The scheme should be time
bound and wilh clear objectives.
The purpose should not be only
tomeet establishment expenses.

-do-

-do-

Here again specific goals and
targets need to be laid down.

The need for additional facillUes
should be first established.

The World Bank scheme Is not
being extended. The Board has
to see that the facilities created
are privatised and till then
efficiently run.

The Justification for continuing
the schemes will have to be
examined by the Research
Committee and sanctioned.



362

In the area of research, an area of concern ts that ai present nearly 50% of
the plantation Is under one clone RRII-105. It Is necessary to develop new vartette;
naturally they have to have better potential than the present high yielder RHII

RRIl has now some potential winners which are being;
evaluation will have to be a patient long term effort,
363

1

tested. But any tree crop

The funds aUocated U, research out of Rubbr Board's resources during
flve years Is given in Table 3.3.6. However half the expenditure on research is
~a/anTal—

s of staff including 179 supporUng staff. T"e Board needs to devote
more funds for its research activities.

Table 3.3.6. AUoctloo ot hmd. for rubber

Total funds of Rubber d Allocation for Rescairh
ul ul Boar
(actual expenditure! IFs. In lakhs)

(Rs. in lakhs )

K, eaich stations

Kottayam. tm
364 The Rubber

Board has" mAstaUons. Of them. 4 '“gtonal*aUo”
A"bShtra Oris™ o.e
such a large ~ dUferent agvo climatic zo n ~
of the various “

development of

~orth East whc,-e the .f u,e potential

the establishment of are being maintained with existing

Kestrgarr?

- r "r t o generate enough ..enues
developed into Idea a

to cover all costs.



3 66 Though the pi-rformance of lhe restarch ticparimt-nt Is quile Impressive, u 5
nccessaty to evaluale periodically, by an Independent lechnlcal evaluaUon team
consisting ofexperts, knowledgable growers and agricultural scientists, the performance
of the research station, the direction of research and chart the future course of
research.

3.67 The Rubber Board has evolved a monitoring and evaluation system for
evaJuaUng the research programmes of the Board, Annual review is being undertaken
and eminent scientists in different disciplines are invited and the scientists of the
research Institute present their work to them. Close InteracUons with the scienttsts
In the respective disciplines are also held. The panel of experts then offer, for the
consideration of the Board, their comments and suggestions for improvement.

3.68 While the system of annual monitoring of reserarch programme is an useful
exercisc, it is recommended that once in 7, 8 years a thorough review of the research
activllies and the performance of the department may be undertaken by an
independenUy constituted evalualUon committee of experts. Such a committee may
consist of not more than 5-6 eminent persons Including two knowledgable growers,
who may go through the various projects undertaken and the progress of the
research efforts in the different disciplines, The Committee may also evaluate the
usefulness of the new clones developed, critically review the results of Held trials and
experiments undertaken etc. Evaluation Comjnlttee may make its recommendations
to the Boartl on the future course and direction as well as the orientation of research
and advise on the work programme of the department. The Board may periodically
review the implementaUon of the recommendations of the Evaluation Committee.

3.69 Tliough India’s land productivity is the highest, the cost of production Is still
not lower than in other countries. Hence there is every reason and need to concentrate
on research and extension activities not only to aim at higher productivity through
widespread use of appropriate farming techniques and through informed participation
of growers, but also to achieve environmentally sustainable production and processing
system and quality Improvement so as to achieve cost reduction and become
internationally competitive.

Quality of service

3.70 The rubber growers’ community are quite satisfied witli the performance of.
and the services provided by. the Board. The success of the research departmeni
in developing high vyielding varieties and the useful research work and technical
support in tapping and in processing of rubber have generally been appreciated by
the growers' community. Similarly, the growers are quite satisfied with the extension
services provided by the production department.

3.71 The growers' major concern is about the low prices and that the Board is
not doing enough to get them better prices. When the prices were ruling high tliree
years back, the consumer sector was unhappy and was complaining that the Board
only looked after the Interests of the growers.



®72 The production department has 172 field offices for transfer of technoiogy to
field. Given the fact that the rubber planters’ community is IUerate and
Board inay also use other modes of communication including periodical news ¢

Sc for dissemination of knowledge and infonnalon. RPSs have to ~

used by the extension department for group meetings of growers. _me

mav be converted Into virtvml extension offices as also the ofUces of RPSs.
Taied tosetup >nfo™alon

A
atao. Once the
devised for a comprehensive extension service, these

extension service in the coming years.

of
kiosks can p

3 73 The present approach of the Board Is to use
and subsidy for transfer of

OMously, mis task
growers have to be convinced of , rfThave to be knowledgeable, able
Sus for an atUtudlInal change. The ~ modem methods of
rconvmce the “owe”” the rAm - than perforn. all the
==ar?a:oremntrwr.“p~and -—

would d.eou,”e
the private sector from entering these Belds.

3,74 The Board would

» "™ «

3.75 The
& Iv.

T.e perception that the — - “ a: -
different and contradictory

long term vlabITO
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SPICES BOARD

» 4 1 India has been known for ccnturics for Its spices. There was no
insUtuBon for the development of splcra or for the promoUon

mtd-elghtles. A slatutory Board had beai formed In the year 1965 for
the development of cardamom. The export of spices was being looked alter
EArPTAmoUon Council formed In the year 1965. In order to give a bo™t t*U,e
export of spices, the Cardamom Board was re consUtuted “  Apices
thrsptces Board Act 1986 and the Spices E>5>ort PromoUon C A c U cardamom
the Board. When the Spices Boanl was constituted all the employe

B ~ ~ 1d of the Council were tnmsferred to lhe Spices Board.

®
p

«

functions of the Board are to develop, promo«
spices, undertake programmes and projects

Indate of the Board Is ,ulte wide - e
export, grant of certificate to~rtei*~pro~m

n quaBiy of spices for

o u « ~ etcrn

t
g An
of the er*lwhlle Cardamom Board der. spice oils, oleoresins

r.rr,r™ . —

aiid cardamom.

Growth of exports

in, and exports of P«PP" of world export of pepper has
have come down and Indiasshar
less than 50%.

competition

« . d u

of value added spice de



45 Though India Is a major exporter of spices, huge quantities of spices arc also
being imported, partly for re-export and partly to meet domestic consumption. The
tola) import was over 63.000 tons during the year 1999/2000, valued at over rupees
286 crores. Pepper, garlic, ginger, large cardamom, poppy, cloves, nutmeg are the
major Items of import.

4.6 The scope for exports and the volume of Imports indicate the need for a vigorous
drive for c,xpanslon of spices cultivation and production.

Resources for the Spices Boaid

4.7 A cess is collected on export of spices. For many years there were some
exemptions and also the rates of cess were vaiylng. From December. 1998 onwards,
an uniform cess of 0.5% is levied on all spices exports. The cess amounts collected
and the funds allocated to the Spices Board are given below:

Table 3.4.1. Resources generated and funds allocated to the Spices Board
Value of Cess Internal & extra Funds allocated
exports amount budgetary to the

(In million dollars) resources Spices lioard
(Rupees in lakhs)
1139
988 1122
1134
1116
1999-2000 430.20 1013+ 73

+ provisional

4.8 The cess amount collected Increased from Rs.492 lakhs in 1994-95 to Rs.1043
lakhs in 1998-99. The cess collection declined during the year 1999-2000 due to
raUonaltsation of cess @ 0.5%

4.9 Around 50% of the Board’s resources are spent on cardamom research and
development. According to the spices exporters,
the export of other spices,

the cess amount Is collected from
but utilised for the development of cardamom which
contributes little for exports. They have been pressing that cardamom research and
extension activities should be shifted to ICAR/MInlstry of Agriculture as the
responsibility for all spices including pepper, chilli etc. rests with ICAR/Ministry of
Agriculture. Tlieir argument is that there is no logic in keeping with the Spices Board
only one spicc that is also mostly consumed domestically. The Issue
below under "Activities of the Board".

is discussed



constitution of tlic Spicce Board
410 Spices Board Act provtdcs for a membership of thirty three, inciutlldig the
Cchairman and three Members of Parliament. Since the Board la responsible for
research, development and production of only one spice viz.. cardamom and in resp”t
r.fother spices the responslbUIty of the Board is limited to export promoUon only,

the
.itreneth of the Board could be rationalized. The membership could consist of. es ea
the Chairman and three Members of Parliament, (a) four cardamom §'* '™ ™
ihe four major cardamom producing stat”. Kerala. Tamllnadu. Kama a ~
~ tog as

he responslbtUty for cardamom condnues wtth the Spices
"pSntatlve ofthe Indian institute of Spices Research, Ca”cut.
?  the Central Food Technological Research institute. Mysore (d

T ¢ f Which one exporter each may ‘

chlUl. It*rmAric and mint oil.  one exporter to represen P
represent all other spices and two pepper and Industry
oleoresins manufacturers.

A represen”tlve o be the other members.

Organisation of the Board

rplates
4.U The Board has tv,0 disdnct

F Y S S A thiCes ~0~d and other responsihlitt. is the

— trtird is alon. dte .cs of its ma.r acti..es ..ch

d .
(8) cardamom research ano  SXt"SIon
S " e " t : " *“nc.ud,ng quality improvement of sp.es

(dl Marketing and

le) Export promotion. Myladumpara in Keraia State

4 13 The mam research station for ,.p,"ent has six

and there are three other there are =--,"=P“fTom ts "
offices. 13 zonal omc« a ~ '~ , ., ,tlng departn.ent ha. nine offices sp
nursery centres. Export p

all over India.
A review of the actlrities

, .d.

responsibility for .search and development Is linrtted to
4.14 The Spices Boards

only cardamom.

ol n

S k"% oS



4.15 There have beer\ suggestions thal the responsibility reiaUng to research
devolopnienl. and production of cardamom should be Uansferred lo ICAR/Ministry
of /\riculurt;.  This sugffeslion was mado as way back as in 1994 by the Department
Related Pariiamentary Standing Committee on Commerce in Its Seventh Report (on
Spices) presented in June 1994. Comintttee expressed in favour of the option
of transfer of all the research worJt on cardamom from the Spices Board to the ICAR
. The Committee also opined that Indeed pre har\'esting of all spices should be the
jurisdiction of Uie Ministry of Agriculture, whereas post-han-esting operalons should
be the sole ambit, so far as spices arc conccmed. of Spices Board.

4.16 The argument of exporters is also that the responsibilities In respect of all other
spices Including pepper, which account for a third of spices export are with ICAR and
not wiui the Spices Board and hence it Is all the more logical that the responsibility
for cardamom which is mostly consumed domestically, should also be with ICAR/
Ministry of Agriculture. It has been contended that if research and production
responsibUitj' is transferred to ICAR / the Indian Spices Research Institute, Calicut,
then there will be better possibilities of specialist expertise being available for
cardamom research and development. TTiere is also the general point that spices
research should not be broken up into compartments.

4.17 The further argument of exporter-members of Spices Board has been that, were
the funds allocated to the Board to be spent on export promotion of spices than being
utilised for cardamom research/ development, then the returns would be far better.
Earlier almost 80% of the resources of tlie Spices Board were being uOllzed for
the cardamom sector, but it has now been brought down to 50%; but the exporters
feel that even 50% allocation is very high.

4.18 Cardamom growers on the other hand have been arguing that it Is not the
quesUon of funds being spent on cardamom research which is the relevant Issue,
According to them, even if the responsibility for cardamom were to be shifted to ICAR,
the Government of India may have to continue to earmark under ICAR Budget for
cardamom research, production and extension activities. ~ the same amount that is
now being spent on cardamom by the Spices Board, if not more. The cardamom
growers plea all along for the continuation of the present arrangement has been
based on their experience with both the Spices Board, tlie ICAR and the state
agricultural departments. They are satisfied with the attention given by the officers
and lhe responsiveness of the Board lo their problems and conccms and more
importanl the accountability of the Board lo the growers, which wlU be misBine If the
function were to be transferred to JCAR. This Is the key reason for their persistent
demand to continue cardamom under the Spices Board. This Is their linn view,
despite the fact that the research department of the Spices Board has not been able
torele®e any really promising high yielding variety of cardamom so far; for that matter
even the extension department's record Is also not outstanding as can been seen from
only a limited improvement in productivity.



419 As discussed

In Chapter II. it will be definitely advanUgeous to place the
responsibility for

research and development of a commodity under the respecttve
commodity Board. It wotild have been belter, had the resfwnslbUIty for research
and devclopinent of all spices been also transferred to the SpicesBoard when the
ooard was constituted. Now there will be many problems IneffecUngsuch a transfer,

The research scientists and other personnel of ICAR get much higher sa”es and
enjoy better pay scalcs than the scientists of the Boards and
conditions of service are also better:
Hence the technical
to be

their terms and
th” also form part of a larger scientific cadre.
and scientific personnel dealing with apices may not be wuUlIng
transferred to the Spices Board. Also there are spices like chilU. seed spices
etc.. which are grown all over the counuy and close liaison with local governments,
universities and other instltuUons may be necessary for their development.

420 In the present circumstances, there are three possibilities as discussed In
~ n. nLver ,fOie traBsfer of fte responsiblUty for research ar.d developmem
"f le r major spices to lhe Splces Board Is uot posslhle, f ™
.o”eal to transfer the 3 “ "

Jthe Spices Board have also to be transferred to ICAR.

Hie Sprees Boara
become an export development

authority for spices.

then the best cornpromlise

, to the transfer to ICAK. 1. is the
as the growers of “f highest priority and Lhelr wishes
Development

1 six Reflonal Offlees. 13 Zonal OtBces and
4.22 The Spices Board has a networ

~.ne development departmeril has
30 Field Offices for Its

irr all 273 staff - 183 technical and sdentlfic
for administration and accounts. Ofjhe”
development and extension machW

3taft and 90 supporting stall including

""tv T C
13 an Important “cUvity

quality improvement as well has been only nominal,

the performan.»~
Lsldenng the fact that productity n ¢~

h of
of the extension services can not b”saW n

~.hemes.
the attention of the development staff ha



4.23 ThcJusUflcaUon for the large development and extension network Is the presen
of a large number of small cultivators In cardamom, a lllUc over 40.000 holdInos Th'
numijcr of field ofllees for extension work is said to be only 21. headed by Assistant
Directors. Eight offices are meant for post harvest management and training, it ,
recommended that the Spices Board also, hke Rubber and Coffee Boards Increasinolv
utilize the medium ofgrowers' societies/groups for extension work - for transfer of fa™

technology, farm pracUces etc. Such an approach will be more clTectlve and a sense

of responsibility on the part of the extension personnel will be inculcatcd and there
wUlbegrealeraccoumabillty. Once the system stablUses. the thi'ee tier field administrative
set up could be reorganised and only regional offices and Held ofllees can continue
It is recommended that In course of time, the Held offices be upgraded but the number
gradually reduced to twenty five, the number of n:glonal ollices Increased to eight and
all the zonal offlces abolished. Jn the meantime also, there Is little JusUflcaUon for so
many zonal offlces. It is recommended that the zonal offices in West Bengal and Andhra
Pradesh could be abolished and the number reduced by one each In Karnataka Kerala
and Sikkim.

Post harvest development

and will continue to face

4.24 The export of spices have started encountering
tn view of a

Increasingly stringent specificatjons and very high quality standards,
number ofquallty problems being encountered relating to pesticide residue, aflatoxin
levels etc.. it would be necessary for the Board to liaise with ICAR and the state
governments to ensure that knowledge and practice of appropriate post-hamst
technologies and practices are widely disseminated among spices growers especially
growers of important export spices like chilli, pepper etc.

4.25 Post hart-est management Is strictly outside the ambit of responsibility- of the
Spices Board. However the Board can assist and encourage studies and research for
taprovement of processing quality, techniques of grading and packaging of spices. The
future of spices exports would veiy much depend upon quality and compUancc with
n ematlonal speciflcalons and standards. Till date, little success has been achieved In
Wsres|Kct except in isolated pockets, as post harvest aspects and quality standards

~-Aheme of things. In the long run. such
Tire Spices Board has to

acavtUcs have to become widespread and common pracUce.
to

closely work with the agricultural departments of the central and state governments,

cowTve tT ° T P »  harvest pracUces by apices growers.
However tllI"st hmest technology becomesan important part ofthe ICAR’ programmes,

* responsibility and devote

sLfer t t°r h' w
greater attention and resources In that direction; also devise appropriate strategies

U O " ~



Quality improvement

4.26 Spices Board has established a quality lab for offering analytical services
subsidised rates. Tlie quality evaluation laboratory setup by the Spices Board ts certlfled
to ISO 9002 and 14001 systems by the British Standards institute. UK. The laboratory
has the facility to test the physical and microbial parameters including peaUcide residue,
aflatoxin. trace metal etc. as per the requirements of international agencies. The Board
also assists processors and exporters in setting up in-house laboratories, acquirlnfi
1so certification. Installing facilities for checking pesticide residue etc. Some of these
activities are undertaken through subsidy schemes. All these activities may have to
continue as part of wider educaUon and training of processors and exporters. As (~r
<nices and aU agricultural and processed foods would have to meetintemaUonal standarts
which are becoming Increasingly stringent the Board’s major activity and

will be in the areas of education and training of groweis in sclenufic post
management techniques, the Board may have to also dfesemInate to

data ~ d InformaUon on world standards and regarding developments to this

Spices Board may evolve a procedure of consulting the exporters in regard

and deUberatlons In the Codex AUmentarlus body.

4.27 Thiere Is also a need to up”ade the —
in stages where necessary. Itis to harmonise

-o”slhec”™ p S n A 'ty -tterriad o ™

the Ministry so that these Issues are resoWed soo .

bidding. Tlic farmers place



al bber” lo withdraw the stocks from the auction. Under the Rules, the auctioneers
are bound to make payments to growers within 21 days.
4.30 The auction system Is closely monitored by the Board. The domestic marketing
of cardamom js thus quite organised,

Export promotion

4.31 The export of spicea Is entirely in the hands of private exporters. The Board in
the discharge of its primary responsibility of export promotion has been assisting export
efforts. The programmes of the Board include providing assistance for technology transfer
and process upgradation. promoting branded and value added products, new product/
packaging development, participation in trade promotion efforts, popularising Indian
cuisine abroad, undertaking marketing research etc. While some innovative promotion
measures may be necessaiy for some more time, it Is recommended that the Board
withdraw from actINIUes such as direct participaUon in fairs etc. These have to be
undertaken by private exporters and at best the Board may facilitate their participation.
As indicated in a subsequent part, some of the schemes being undertaken in this regard
may no longer be needed and may be discontinued.

Certification of registration for exporters

4.32 Every exporter of sptces has to get a certificate of registration as exporter of spices
as per Spices Board (Re”stratlon of Exporters) Regulations 1989. No licence or permit
is required for exports-only one Ume registradon. The Certificate Is valid for a period
of 3 years. The procedure has been totally simpimed and there has been no crlUcism
from exporters of any delay or any other problems. Over 2000 exporters have taken
reglstralon, though the number of active exporters Is small.

4.33 Every exporter has also to obtain an Importer Exporter Code (IE Code] from the
mrectorate General of Foreign Trade and hence another certlflcalon appears redundant,
nie view of the Board is that the certlOcatlon system apart from helping to get all required
data about exports and Imports, also help In other ways - In the matter of dlssemInaUon
of tijde and other relevant Information to exporters. The Board also feels that the
eeruflcate system could be used to ensure that the exporter not only fullills his
contractu” obUgatlon but also thatsupplies conform to quality parameters agreed upon
& Regulation Act has

The I.E.Code can be cancelled to case
Spices Board feels that special
registration to Identify spice trade would be useful especially In the matter of collection
of cess, as otherwise due to oversight there could be some lapses In collection. This
Is not a valid argument ss the customs will have to coUect the cess on all spices exports.
™ M “ -~commended therein, a separate

“ "Mcat on for exports may be dlspensed with, once DGPT streamlines
~btoa ® ‘heir export
obllgatlons ang when complaints of cheating on quality etc. are established. P

r,
enough teeth to take care of these requirements:

relSuon



4,34 ‘"nie Spices Board have been operating a number of

schemes for pronioting the
of cardamom and for promoUon of spices exports.

The details are given below:

Name of the Objective Total
Schemc expenditure
during 1997/98
to 1999/2000
(Rs.In lakhsi
1. Supply of planting To supply quality 76.08 The subsidy may be phased
material - 7 departmental planting material out gradually as there are
nurseries, and 3 cerUfled many certified nurseries of
nurseries. growCTS. In fact, the selection
which is popular In Idukkl la
aproductofa private nursery.
2. Cardamom replanting To increase To be phased out.
schemes: subsidy of productivity
Rs.12.500 per hectare to
smaU and marginal growers
and Rs-6000 to othere
) For romotin: Thg scheme may conUnue as
3. trrigatlon development R P 9 Irrigation Is key to achlevir®
in Kerala and Karnataka - Irri"tion productivity.
subsidy scheme - the rate
of subsidy upto 50%-
operated jointly with the
Western Ghat Development
Authority.
Included In the above
4. Scheme for supply of
Irrigation equipment
9.39 To continue
5. Tribal Development 10 help tribals
Programme - subsidy €ngaged in the

scheme to take up cul;watlon of
replanting and also raise cardamom
planting material in polybag

nuraeries.

181.07 Though an evaluation of the
6.Development of A number of schemc has esUbHshed that
N 'fraslructure for post subsidy schemes the scheme has bencfitled and
'IT‘ " P ' like supply of helped to Improve quality,
larvest Improvement and g thene sheets. there is cortslderable scoj” for
storage of spices construction of misuse and wrong use of the

: subsidy; the scheme may be
ﬂ;g'p"e?, thr);:gfé phased out. EducaUon of
growers, dissemination ol

etc.

InformaUon about sources of
supply are more important
steps and would produce
ibetter results.



7.Miscellaneous schemes for
deveii®ment of technology
and Infraslrurture.

8. Development ofspices in
the North Eastern states.

9. Number of schemes for
quality improvement. Inclu-
ding survey on quality of
spices, training of technical
personnel abroad, compu-
terisation of the lab etc.

10. Export development -
includes a number ofsche-
mes like logo promotion,
product promotion, reim-
bursement of air freight for
sending business samples,
printing of brochures etc

11. Technology processing
and infrastructure upgrada-
tion; Includes grant-In-aid
for inflow of hlghtech.
assistance for packaging
development etc.’

12. Infrastructure improve-
ment for quality upgradaUon

13. Trade promotion -
Includes Buyer ~Uer meets,
participation in
internatfonal meetings,
export development in
identified markets etc.

Include a number
ofsubsidy schemes
such as vanlla
development,
production ofwhite
pepper, cambogla
grafts, enzymatic
pre-treatmenl of
turmeric, organic
farming certifi-
cation scheme etc.

Include a number
of subsidy
schemes, such as
construction of

arehouses.
training of oflicers
etc

To upgrade the
knowledge level of
scientific pereomiel

Allinvolve subsidy

To Introduce Imp-
roved technology
and upgrade
processing for
promoting value
addition

For encouraging
adoption of I1SO
9000/HACCP

DiiTerent levels of
subsidy

The schemes axe meant for the
development ofnew spices like
vanilla, or for quality
Improvement etc: r
conUnue.

NE has good potential for the
cultivation of many spices.
Knowledge of the crops that
can be grown, supply of
planting material, creation of
processing facilities arc
important steps to be taken,
with definite targets for the
next few years.

These are important
programmes - human
resources development,
quality improvement etc. may
continue.

Individual oriented schemes
may be phased out

May continue

May continue

Tlie role of the Board should
be only facilitation and not
direct Involvement. May be
gradually phased out, Only for
promotion In new markets, or
of new products, or for special
promotion efforts etc.. the
Board may continue the
scheme.



14. Product and end use Devdop spice based 14.39 May continue

developnient: Includes end- products;
market surveys, trade research on
mfonnalon etc. markets

IS. Export developmentin To promote arnall
North East; tncludc the scaleunits In North
setting up ofcurry powder E” . promote org-

May continue

unit. anic products etc
17. Publicity and propa- Printing and 103,99 The trade information and
ganda publication  of publication servtoes have been
market reports and found useful: these activilea
fairs participation may continue but parti-
cipation In fairs should be on
o)st reccfvery basis except for
Some COMMON expenses.
18. Human resource !mprove efnclencj 86.24 May continue
development through regulai
training etc.

435 The major subsidy scheme Is In respect of smaU cardamom and consists of gl-~g
a subsidy for replanting and It has been continuing from the 8- plan

subsidy IS at the rate of Rs. 12,000/- per hectare against

of Rs.80,000/- per hectare for replanUng or fresh planting. CXrt of this 1'® '
around Rs 20 000/- only Is on

~Ne

account of materials and the rest of the expenses

only 23.000 hectares l.e. 30" »
varieties and extensive replimting
The Board is therefore of the view

,He yields have to be Improved,
necessary to continue the scheme till
yielding varieUes. However, m view
atleast 50% of the area be necessary to continue the
of better price reallsatlotr for ~Jnansldy amount meets only a porUon
subsidy scheme mdellnitely. «h n major subsidy scheme may
of the total cost. It Is therefore »rJ, “rea Is covered under
be phased out before the 10 P ~njer the Special Component/Tribal
replanUng. However the scheme .ny the scheme may continue
Sub Plan for SC/ST growers: also In the popular,

for some more time till spices culdvaUon becomes popul
PN

4.36 Some of the markeUng schemes
upgradatlon. Including better

to 33% only. The schemes have helpe
for ensuring quaUty and

the processinii. Improve tlie quali V.

the Board were meant to encourage process
subsidy was not aJso mueh. 2S%
investment In process modernization
schemes which help to upgrade

~ue added spices etc. may be continued,



4.37 1IM Calicut had evaluated the export promotion schemes and has recommended
(hat the foUowing sub components of some of the schemes be phased out

a) Adopuon of ISO 9000/HACCP

b) Purchase of power generation units

c) Packaging cosi reimbursement

d) Reimbursement of courier charges

e) Promotion of gift packets

fl Cleaning, processing and storage facilities at terminal markets

4.38 1IM had also suggested the restructuring of some more schemes. A Board Sub-
Committee has more or less endorsed the recommendations. The point which has
also been brought out in the study Is that only half of the total exports of spices
have been eligible for or receiving subsidy during the last five years. Most important
point that has emerged is that the total subsidy given during the two years 1998/
99 and 1999-2000 was just Rs.232 lakhs against their export value of US $ 412
million eligible for subsidy. The corresponding figures for the last five years are fe.486
lakhs and US S 846 million. The total subsidy given to spices exporters is thus verv
little. Another way of looking at the data Is that the subsidy element being so
insignificant a percentage of sales. its absence or withdrawal cannot and may not
make any difference to exports. Seen in this perspective the continuation of the
many export promotion subsidy schemes may not stand scrutiny and as recommended
above, individual oriented schemes could be phased out.

Analysis of the existing manpower

4.39 The employees strength ofSpices Board is 590 Including research and development
staff. The distribution of employees among the various activities of the Board is as
foUows In Table 3.4.2.

Table 3.4.2. Spices Board - Staff Strength

Officers Staff Total

Departments Technical Non Technical Non
Technical Field Technical

Research 20 2 36 48 106
Development'and 24 1 158 94 277
extension
Market development Incl- 17 37 54
uding export promotion
Administration, 18 135 153
finance etc °
Total 44 38 194 314 590

personnel, ©5in all are stationed at the Myladumpara
research station. The quality control laboratory at Cochin also functions under the
research department and consists of 10 employees.



4.40 Maximum number of employees of SpJces Board are employed In

devekpment
and extension service, including 33

staff posted In North East. Some extension
staff are utilised for Implementing various subsidy schemes. The extension department

has 94 supporting staff-clerks etc. With the closure of some of the offices and the
dtsconOnuation of some of the schemes as proposed, the strength of the extension
staJT also could be pruned. The ministerial staff strength can be easily brought down
by around 30 and the field staff strength by around 25 to 30. The surplus in the

Administration. Accounts and support departments is estimated at around a third
which could also be shed In stages.

A review of the functioning of the research programmes and R&D Centre*

441 The Spices Board has a major research station at Myladumpara in Idukkl
District Kerala estabUshcd In 1978. by the erstwhile Cardamom Board. Three more
regional staUons. have been established to address location speclOc prablems- one
each in Karnataka, Tamllnadu. and Sikkim.

The regional staUon at Sikkim was
established In 1983 for large cardamom.

442 The mandate of the research station

and post harvest technologies lor sm”. v

four selecUons of small estat™ in Idukkl district,
cultivators at present ~ .ew variety can be released
However that variety ,s said to to evaluation; The research

riarch station
department has claimed that its
agricultural pracUces has been
o”mtegiated pest and disease management and post

and dominated to grchfs.

by any research
department has claimed *at *I1>e”
trials have shown great poten
overall ]

J ariantlve research programmes on other spices
~

has also developed successfully
~n~er and curry leaf. The research

4.43 The station is also engag
especially vanilla, black pepper etc. The
biotechnology protocols, for cardamo '

vanilla, paprika, camboge
station may continue its

,de,uate attenUon elsewhere,
etc., which have good export po

4.44 T.e improvement in ove«n~— AAANNA
small cardamom - from 78 kg

01. The improvement Is aroun

as the potential for productivity Imp
there has beer hardly any iroprovemei

highera ¢ h ~ t
Is ygh. In the case of large car
AnnetMty over the last one decade.



Table 3.4.3. Cardaotom productivity improvement

Small Cardamom Large Cardamom
Year Production Productivit>' Production in Productivity
In Tonnes kg/heclLare Tonnes kg/hcctare
1990/91 4750 78 4400 211
1995/96 7900 128 4750 221
1997/98 7900 149 5265 236
1999 /2000 9330 174 2353* 125

«an unusual year. The esUmate of producUon for 2000-2001 Is 4700 tonnes.

4.45 The claim of the Board Is Ihal with Irrigation, the clones evolved by the research
department will >-ieW production levels of 600 750 kgs per hectare and the reasons
for the current lower level of productivity are. smaller holdings, lack of IrrigalUon.
and non-Intcnslve cultivation coupled with less than optimum farm practices.

4.46 The only major compeUtor to India In cardamom Is Guatemala which produces
around 12,000 tonnes. Because of the low cost of producUon and veiy little demand
outside Middle East for cardamom, the small cardamom used to get smuggled Into
India, thus dampening the domesdc prices. During the last few years the domestic
prices were at very low levels and hence cardamom cultlvalon was not considered
an attractive proposition. However in the last two years, the prices have looked
up. due to a fall m smuggling, consequent upon damage to crops In Guatemala.

4.47 The domestic demand for cardamom Is Improving steadily; hence tliere Is need
to improve productivity substanUally In the coming years. There will be scope for
export of cardamom once the world gets to know the taste of cardamom. There
is need for greater thnist on research so that it Is possible to Improve the producIiMly
levels In the country.

4.48 The Spices Board reviews periodically the performance of research and extension
departments but In view of the uncertainty about the conUnuaUon of cardamom under
the Board and all the anxiety generated by repeated attempts to shift cardamom to
ICAR, there has not been perhaps that much of conccntralon on. and follow up of
progress of. research activity. Once for all. this Issue needs to be settled so that
the Board as well aa Ifs research and development staff can give fuU attention to
research. T”e Board has to also fund the research activity adequately and offer better
motivation to its research staff.



guaiity of service

4.49 The cardamom growers would like to continue to be under the Spices Board
as they are generally satisfied with the performance of Uie Board. The prompt and

pthiUve response of the Board staff to the concerns and problents of growers has
been appreciated by the growers.

4 50 The competition to India Is from a low cost competitor and hence some positive

development In terms of high yielding varieties and improved culLlvation techniques

so as to Increase the yield is the prime need. Hence the strengthening of the research

activities should be the priority concern of the Board. However this would call for

a Qrm and final decision on the vexed issue of transfer of the responsiblliUes in respect
of cardamom research and extension to ICAR/Department of Agriculture of Government
of India.

4 5! As suggested In Chapter Il. It Is recommended that an independent evaluaUon

tmmittee consisting of technical experts deluding a tew >-“» « geble 8ro « -

5 constituted by the Spices Board for a thorough review of the functlo”
rfZ»ce tf thireseat.h stations and set the future direction of research Including

the priority areas.

4.52 Splces exporters are .ulte
Board though they would very much ilk g "
greater attention being given to “e ~

technologies.  Their major deman augmenting production and Improving the
the state governments to concenW " competitive, the expotteni want
productivity so that Indian exports can ~et of major spices tie fuly
L t the quality upgradaUon schemes an”~rojects In re pe

funded by the Board and also supenlsed.

adopUon of post harvest

. is that the Board effectively liaise with
4.53 The exporters' another major pesticide usage Is controUed and post
the state governments

and extensively adopted Hley are_disappointed
harvest mariagement IS more Widely and ffective. The exporte™
that the efforts of the Board in

feel that to retain the pre-eminent ~sUIN
spices market by our country.

pn~nt being held In the W d
proactively continue its efforts
and further popularising the correct

L chceed creasing the and safety of spices,
post han,est tec nigques” to ensure duality.

y9

Lill increasingly be subject to high quality
4 54 Spices being food additive. ""‘ i mwnl,,arkets. The Board may pursue

standards and stringent specijlea”” ~

ALusorlty s

With the Government of inda ~ (which are at present being

to lay down the specincaUons and standa



difterent agencies in India) and that these standards are brought up to International

levels within a specified time frrmie.

4.55 One of the responslblllUes of the Board is to evolve suitable quallly standards
and Introduce certincatlon of quality through quality marketing of spices for export
The Board awards a quality ccroncation logo to exporters who satisfy tlte spccincatlons
The Board may prescribe quality standards for all the export spices as soon as possible
The Board may also encourage the setting up of quality certtflcalon laboratories In
the private sector and accredit those labs which meet the standards set by tlie Board
The accredited labs only may be auUiorised to Issue quality certlflcatlon for exports
Tq improve the service to export trade, the Board may encourage the setting up of
quality labs at important production and market centres.

4.56 The export development strategies should focus on the Introduction of new
technologies for further value addition, adequate R & D support for extraction of
oleoresin with new solvents which have no health hazards and development of new
markets for Indian spices. It Is recommended that the Board evolve progratmnes to
realise the above strategic objectives and earmark necessaiy funds for the programmes.

4.57 The information services provided by the Board to the exporters is quite good.
A numlrer of useful publications are brought out. TTie web site is quite informative.
It Is recommended that the Board revamp the market InfonmaUon system to benefit
the processors also, besides the exporters. The contents may Include sanltaiy
standards of dliferent countries and such other information Including quality standards
and packaging requirements In dlJTerent markets, A virtual Spice Bazar may also
be thought of, Inmaily the.se services could be provided free and once the sendee
stabilises and Bnds increasing acceptance, user charges can be levied.



JJIABINE products export development authority

3.5.1 The Marine Products Export Development Authority (MPEDA) was established
tn 1972 under the Marine Products Expori Development Authority Act of 1972 for the
development of the marine products industry under the control of the Union, The
Authority replaced the Marine Products Export Promotion Council.
5.2 The main function of the Authority Is to promote the development of the marine
products industry with special reference to exports, through such measures as It
y~ijiks fit. The Act has given wide flexibility and powers to the Authority In regard
to the measures it can take. The measures can Include fixing of standards and
specifications for marine products for purposes of regulating their export the registration
of exporters, registering fishing vessels, processing plants and storagp premises for
marine products and carrying out inspecUon of marine products in any fishing vessel,
processing plant, storage premises, conveyance etc.. for the purpose of ensuring the
quality of such products.
53 The funcUons of the Authority are wide and aecordlngly the powers glvra are
z e«ens,ve. But flsherles ,s a state subject and all c”st”

In the sublect as tnllllons of nshermen are dependent upon llshetles.

en”rinl' the MUtlstry . p """ - -

flshetles including aquaeulture development. The Ministry of Food ProeesBIng looR.
after the development of fisheries industry also.

In

5.4 Tl.ere have been

Tr~rron?" rg”ls /.he .teres, of all-round development and export

of fisheries.

5.5 MPEDA however carries sl“i.

*n*e M S~f capnfreflsheries.
by other central government agenc!

oje case of culture fisheries. MPEDA b

the emphasis Is on export peered shrimp/prawn farming, It wm

role extends to development® now that the technology has been transfetred

concentrating on hatchery .npitjvement of process technology and
to fanners, MPEDA Is now coneentralng on Itnp

export promotion.

Growth of exports satisfactorily over the last

5.6 The expori of marine
one decade. The growth °f i

the grot™h .
as can be seen from the toiiowu i,

products, especially shrimp and
have greatly helped to step up exports
Table, 3.5,1.



Table 3.5.1. Expoxtg of marine products

(Quanltty In lonncs. value In mUUon doiiars)

Exports Export of shrimps
ProducUon of
Year Quanrily Value QuanUty Value aquaculture
shrimp
1970-71 35883 47 NA NA NA
1980-81 75591 301 NA NA NA
1990-91 139419 499 62395 371 35500
1995-96 296277 1111 95724 748 70573
1996-97 378199 1153 105426 756 70686
1997-98 355818 1296 101318 867 66868
1998-99 302934 Jio7 102484 800 83634
1999-2000 343031 1189 110275 847 86000

5.7 Shrimps has become the most Important item of export contributing nearly 70%
by value, of totaj exports. Cultured shrimps from acquaculture farms contribute
nearly 80% of such exports.

Allocation of funds to MPEDA

5.8 Under the MPEDA Act. a cess is leviable on all marine products exported. The
present rate of cess is 0.3%. The total amount collected by way of cess and the
amounts made available to MPEDA for its activities are given below;

Table: 3.5.2. Cess amounts collected and funds allocated to MPEDA

Cess amounts Olher revenues Funds provided to

Year collected generated by MPEDA (Plan &
MPEDA Non Plan)

1995-96 1751 47.90 1241
1996-97 1678 35.70 1278
1997-98 1409 31.96 1166
1998-99 1388 39.67 1341
1999-2000 1535 29.66 1600

5.9 The rate of ccss was brought down from 0.5% to 0.3% w.e.f. November 1996. The
other revenues generated have come down with the closure of tire Frozen Storage at
Cochin.



5.10 The Act provides for a membershJp of 30, including the Chalnnan and ihrec

members of parUament and lhe Director of MPEDA. TTiere are nominees of ftve Central
Government departments and twenty other members to represent, the states. the
owners of flshing vessels, dealers, labour etc. The membership strength can be
reduced, As regards the Government of India nominees it is enough if the nominees
of the Ministries of Agriculture and Commerce are included as member®. Since
Ihe involvement of the states in this sector is very intimate, atleast four nominees
of state governments and one nominee of union territories may be included. Since
there are eight coastal states, two could be from among the states on the west co™t
and two from the states on the east coast

5.11 The other nominees could be. one to represent fishing vessels and one to
represent processing plants; since shrimp exports from aquaculture farms is the major
export Item, one acquaculture farmer may be nominated. Five exporters and one
expert from research institutions could be other members. Thus the total membership
could be 20 Including the Chairman and three members of parliament.

Organisation of MPEDA
The organisation of the Authority Is along the following lines,
a) Prawan Fanning/acquaculture
b) Development
c) Quality control
d) Marketing services
e) Extension
f) Appraisal and investment
g) Registration

addmcn, U.ere are Admlinlistra.lc. Accoun.3, Personnel. StaUsUcs and PubUc.ty
departments.

5.12 The Authortty Is maintaining fuming project

to cater to the development of t Bve sub regional offices. These
complex, in addlUon there are f “ td Implement the development
r~ -~ o ‘r"arporm o r otes .ndudmg to overseas 0.ces. one

at To”0o and one In New York,

A reivew of the activities .evelopmental/promodoaal obJecUves

5.13 TTfie orgamsation is geared to pe

of MPEDA. -nre major —

a) Promotion of capture fisheries
deeper Waters,

b) Promotion of acquaculture with
exportable species,

»~,rto unexplolted resources In

J,rtmp, scampi and other

c) Modernisation of processing facilllies

d} Market promotion.



a) Promotion of capturc fisheries

Capture fisheries contribute around 25% of exports: there Is scope to exploit
hitherto unexploited resources in deep waters. The export of capture hsherles has
to continue as a major responsibility of MPEDA.

b) Promotion of acquaculture

Acquaculture farming was actually started by MPEDA In the eighties. The
Ministry of Agriculture of Government of India and the state governments should have
taken over the responsibility for the promotion of acquaculture farming. niough
MPEDA is an export development authority. MPEDA is continuing to take deep interest
in the promotion and development of acquaculture. MPEDA has great stake In the
health of the industry as 75% of exports by value come from shrimps.

MPEDA has established an extensive and elTective organisation for the promotion
of acquaculture. A substantial number of MPEDA personnel are also devoted to
this activity. As growth of exports has been entirely due to acquaculture. which
industry is also beset with many problems. MPEDA would like to concentrate on this
activity. The large network of ten regional centres and subcentres have been
established with a view to look after the industry. Contrary to general perception,
shrimp farming is mostly in small holdings; 90% of the total area under shrimp farms
are with small farmers cultivating less than 2 hectares. Shrimp farms are also
susceptible to viral diseases: the farmera need to be educated on controlled use of
I"ticldes and antibiotic. Considering the magnitude of the tasks, the present ten
centres covering the entire country would be necessary. The training and education
of farmers, close monitoring of shrimp feed as also pesticide and antibiotic residue
would also need to continue.

Shrimp hatcheries were first started by MPEDA when shrimp farming was new
to India. Now there are nearly 250 hatcheries in the country. MPEDA nevertheless
feels that this activity has to be continued for research on disease control and for
training etc. This activity may be conUnued as part of the overall function of promotion
of acquaculture development.

c} Modernisation of processing

The modernisation of food processing facluUes would in the ordinary course be
the responsibility of the Ministry of Food Processing Industries; but In respect of
fisheries. MPEDA has taken over the responsiblllly as marine exports will be jeoparadised
If the processing facUities are not modernized and that too. soon. In fact, the ban
for sometime by the European Union of marine Imports from India gave a spur to
the modernisation drive. As hygiene and safety aspects will continue to be critical
to exports. MPEDA may have to continue to concentrate on this actively.

d] Market promotion

This is the main funcUon of MPEDA. All its activities are geared to achieve
maximum exports of marine exports and market promotion is the activity meant to
boost exix»rts.



trade promotion offices abroad
514 MPEDA maintains two trade promotion oRlces, one In Japan and the otlier tn
New York.- both are major export destinations for marine exports. The exports to
these two destinations constitute over 60% of MPEDA's wcports. These offices perform
tlie usual role of coUecUng trade Information, assisOng Indian exporters, liaising wi<h
local importers, maintaining contacts with local governments and generally acting as
eyes and ears of Indian marine industry. The establishment cost of the two foreign
offices is around Rs.200 lakhs but MPEDA Is flnnly of the view that not only these
offices are required but one more office In an European country may be necessary
as Europe Is also becoming an important destination for marine otports.

515 TTiefunctions which these offices perfora:! are not different fromwhat our commercial

missions abroad are supposed to perform for other Industries. But both Bie

nroducts Industry and MPEDA feel that these markets are Important and our coimnerclal

missions would not be able to devote time and attenUon to the

Industry especlaUy relating to quality aspects etc.. which would call

restwnses and hence MPEDA's own otQces are absolutely necessary. The marl
r*hicts exiwrts have been going up but what has been the contrtbuUon ol the forelgti

reZtdt:L=rn"'ir-e

rendered by these offices.

Yoo XS

3.16 MPEDA-s argument Is that the

Industry as a whole and not consumption patterns and price
coUectlon of trade inforniation mctadInAmAAAAAAAAN »gulaH

ons
levels, maintaining liaison with me g j rtant. they are able to address
and gathering Information on tarft|” Is3ues and quality control aspects (the
and txjunter non tariff bamers like .Moducts Import on hygiene and food safety
TED law in US and the EU ban on been that only because of
grounds, are the e-Kamples cited) MP p~,bie to be proactive
ey BFEsEnes of MPEDA officers in these centres.

and effestive  (these matters

5.17 AS discussed In ChapteHl. Lrseas comm”rela, missions ts

o= ‘. trrn:~:ii-esma,co,Unne.

The su-itute provides for one time reg



are moderate. Bui all those who have taken regislrallon have to file returns. Some
of the faclJUles may not be for export at all like some smali jee plants, Though fishing
vessels may bring sea lish catch. It is practically impossible to Inspect even a small
percentage of the over 15.000 vessels now registered with MPEDA. In fact there oould
be many more vessels not registered. Hence It is recommended that registration could
be restricted to vessals of more than 15 meter OAL. The sLates may register smaller
length vessels. Similarly registration of transport vehicles, could be dispen.sed with
except those connected with export processing units. As regards, pre-processing
centi®s. freezing plants etc, the argument of MPEDA is valid that registration and
inspection is neccssaiy to ensure that these facilities confonn to certain minimum
standards, ft is not possible to restrict registration requirement only to those units
from which exports are sourced. as it will be dimcuit to monitor the actual sourcing.
Even otherwise it is necessary to ensure that processing facilities like freezing plants
processing units etc., confomi to prescribed standards. Hence their reglstraUon may
continue.

5.19 However in course of time MPEDA may encourage the system of Inspection by
qualified, independently accredited technical agencies who may also certify compliance
with all regulations, safety norms and hygiene practices.

5.20 Registration of exporters is another issue common to all Boards. As discussed
In Chapter 11 registralon could be discontinued when DGFT and the customs
computerise all Uielr operaOons and the procedure of automatic transfer of one copy
of export shipping bill to MPEDA is Introduced,

Schemes of the Authority

5.21 MPEDA have been implementing a number of subsidy schemes. The details
of the schemes, the objectives and recommendaUons are given below;
gla;ure of die Objective Subsidy involved Actual expenditure
cheme during the period
1997-98 to 1999-2000
Rs In lakhs
1 2 3 4
1) Hnanclal To increase the 30% of the cost
assistance for efficiency of subjecL to a 11042 lakhs
installation of < mechanised maximum of
fish finders, vessels Rs.50.000 per
global positioning vessel
system etc.

we» uiu-oQuceo Dy MFt;DA two years ago on a pilot basis in Kerala.
It enables mechanised fishing vessels to undertake mulli days fishing in waters
hitherto not accessible to them, of species which could never have been caught by
St -hnmp valued
at Rs.100-200 crores were landed In Kerala during 1999-2000 by vessels fltted with
these modem gadget. Because of the excellent response from Kerala, MPEDA has

extend the pUot scheme to other states as well. The Idea of MPEDA
the advantages of

intoduclng the scheme Is to demonstrate to the boat owners
modernising the vessels with the new gadgets.



523 schRnie however is not directly related to export promotion. This kind of

assistance Is properly the responsibility of the Ministry of Agriculture. Govemroent
of India/the state governments. U Is recommended that the schemc be operated m

rtther states as a demonstration project only, say for 2,3 years in a limited way: In
® . _tl [ c

nhoFVIO
| 2 3 4

21 Subsidy for To encourage the  25% of the capital cost 36.51 lakhs

new farms - development of subject to a maidmum of

culture fisheries new shrimp farms Rs.3000 per ha. and B
Rs. 15 lakh per beneficiary.

~24 MPEDA infonn that neither the Department ol Agncuiture. uuvc.mn....
nor the state governments give any such assistance except in some

like in Kerala. Since shrimps from culture farms is the mainstay of exporta,
feels that it is necessary to continue the scheme.

i i 299.50 lakhs
3) Subsidy for To encourage the Subsidy varies froom 15%
hatcheries hatcheries

- i.e. capacity of 30 million
seeds subject to a
maximum of Rs. 5 lakhs.

reason to continue the scheme. But m

Pradesh and TamlinatJu and there Is sai
IS recon.mended that the scheme may

other states, that too for a

stated that there Is enormous “hortas

m other areas. Hence
for hatcheries located In
Sanilarly. It has been
A A
n ~ ~pect
of which the price has shot up to
or scampi hatche.es may -

but the subsidy benefit and the celling

P~A~hra Pradesh and Tamil Nadu
,ay he reworUed hy MPEOA.

259 of th Implementfitton
6 of the cost
To facilltaie the : has not yet
41 Subsidy for subject to a started for want
effluent treat- setng up of maximum of . i

t " effluent treatment Rs .6 lakhs per ?j %Ppr;‘;a r;)
ment system © lax lesign by the

systems benericiao' Ajcq%lacullurc
Authority.

This scheine is necessary
treatment plants.



5.26

Schemes for modernisation of processing facilities and

Infnislructtiral facUlries include the follosving schemcs.

1

5) Assistance for
fiake ice making

6) Assistance for
upgrading deficient
cold storage

7) Assistance for
liie setting up
of mini laboratory

8) Assistance for
establishing chlU
room facility

9) Assistance for
Installation of water
purification system

10) Assistance to
establish captive
peeling sheds

11) Assistance for
water effluent
treatment plants

5.27
stage so essential

International standards.
the schemes may continue.

2

To encourage the
installation of
machineries for
quality k-e

Improving the quality
of processing

For effective
quallly control

To ensure
maintenance of
quality

To ensure quality
in processing

To encourage integrat-
ed facilities for better
control over processing

To make
processing an
eco-friendly
operation

3

25% of the cost
subject to a
maximum of
Rs.2 lakhs

25% of the cost subject
toa maximum of
Rs. 2.5 lakhs

50% of the cost subject
toa maximum of
Rs.50.000/-

25% of the cost subject
to a maximum of

Rs.3 lakhs per chill
room and maximum

2 chill rooms only

25% of the cost subject
to a maximum of
Rs.2.5 lakhs

50% of the cost subject
to a maximum of
Rs.7.5 lakhs for
renovation. Rs. 15/-
lakhs for a new stall

25% of the the cost
subject to a
maximum of
Rs.7/- lakhs

developmeni of

91.92 lakhs

8.94 lakhs

22,89 laklis

Being
implemented onlv
from 2000-2001

Being
implemented onlv
from 2000-2001 '

338.78 lakhs

Being
implemented only
from 2000-2001

All the above schemes are primarily Intended to ensure quality In the processing
to ensure acceptability of the products and compliance with
Subject to ensuring that there Is no duplication of subsidy,
It is seen that a number of units have availed tlic facilities

The number of processing units certllled as flt for exports is around 350. Hence,
perhaps the schemes may continue for three, four years by which time all the
remaining units may be given an opportunity to avail the facility. Thereafter the need
for continuation of the schemes may be reviewed by the Authority, and the schemes
disconunued unless there are compelling reasons to continue one or two schemes.

12) a~heme for IQF
machinery, surlnil
making equipments

and other processing

equipments

To encourage
value addition

25% of the cost
subject to a maximum
of Rs.15 lakhs



528 Achievement of value addition Is an important objective. Hence the scheme
for acquisition of IQF machinery. surtmJ making equipments and other value adding

rocessing equipments to facilitate the mantifacture of value added products

. may
AnUnue Ull the 1oth plan.
13) Interest To facilitate Around 7% subject 24.87 lakhs
subsidy « assis- upgradatiDn of to a maximum Being
tance for seafood se”*ood process- ofRs.15 laxh Implemented only
processing units ing units to per year for a from 1999-2000
prescribed period of 5 years-
standards

529 The subsiay scneme is cununuuig unjy upiu i ——
have taken advantage of the scheme and 100 processing unin have upgraded their
standards to achieve equlvEdency to EEC Directives.

in  The interest subsidy sclteme has been Introduced to reduce the cost to Indim

~rte” tony have beneflted from this scheme which may continue for a .«re
~sTwWch Le,

perhaps all those certified for exports would have taXen advantage

. 24.87 lakhs

141 Distribution For presen”tion 50% of the cost Being impletnenled
of Insulated of raw materia] only from 19992000
fish boxes

5.31 This is very important ~d g”e governments; also this
imprtjvement is that of the

discontinued and Uie Ministry of
is not directly related to exports, >
Agriculture be persuaded to adopt the schemc.
5.32 Tire foUo.vtng schcmes arc meant®~r~nar””"
10% of lhe export 23.51 lakhs
15) Assistance value subject to a
for ornamental maxiniuni of
fish exporters Rs 2 lakhs
~ A of Rs.190 lakhs only during
533 The export of omamentat fish has I1J«n o

-nie sco”™
SasT to years. North East has Uve ontanrenjal M r is” e
is va.t but a major consUaint in "8, ,,"eme may conUnue "~
hlgh cost of air freight involved. ~,~p,rts can not be stepped up then

upars It »

sccji
this scheme may be given up - . Lo
Being impicniciivcu
50% of the cost Iy fi
Subsidy f To encouragc or R5.40.000 only from
16) Subsi ny_o;'] producUou of 2000-2001
ornamental fis| ornamental fish
breeders lover. e

for cKport--------—-



5.34 Tlie scheme- may conUnue for a few more years unct lalcr on. ihe scheme may
be merged with the export suVisldy scheme If exports pick up; otherwise may be
discontinued.

17) .Assistance ‘fb encourage 50% of the cost or fmpiementatlon
Tor seitliig up processors to Rs.30.000/- per ton started only from
rhJll storages preserve the whichever is less 2000-2001
giialtiy of Oah subject to a maximum
during processing of Rs.2,5 lakhs.

5.35 As Infrasmjcture Is our weakest link, this scheme may continue, though it is
seen that only one unit has shown Interest so far.

18) Grant in ald To proniote Rs.20 lakhs per Being implemeriicd
for setting up export of chilled beneficiary from 2000-2001
chUled storage fish

at Airports

If response from private parties Is encouraging.

19) Joint participation  To promote 50% of space
In. intemadonal exports In rent for maximum 45.34 lakhs
fairs new markets 6 sq,meters plus

30% of air fare

5.37 MPEDA feels that the most cost ellecUve way of marketing Indian seafood Is
through parUcipation in fairs. Though export of sea food has grown, wholesalers
abroad do not niention India as the source and the country of origin and therefore
the scheme is necessary to create a positive brand image for the country. MPEDA
Is of the strong view that there are about 6 or 7 major seafood fairs held in the
world at Brussels, Boston, Japan etc.. where MPEDA has been setting up India
pavilions continuously for several years and MPEDA's absence from these fairs will
send totally wrong signals in the market especially because all the major players
paji.icipatc In these fairs and expect other major players also to parUclpate.

5.38 The issue is not panieipation in fairs nor facilitation by MPEDA, but the recovery
of cost of participation. At present MPEDA pays for the staff deputed for organising
the fairs and In addition pays 35% of the air fare of exporters besides 50% stall rent.
MPEDA may discontinue the subsidy on air fare though it may continue stall subsidy
for some time. In course of time the subsidy may be withdrawn: the industry must
pay for their participation and MPEDA's role should be only facilitation Including ground
work, co-ordination etc.

20) AssisFance A marketing 75% of the coat Only Rs,3.0 lakhs in

for adoption of tool subject to a 1999-2000. Implemen-

bar coding maximum of tation will be over
Rs. 15.000/- in 2000-2001

5.39 Since Uils is new to exporters, the scheme may continue || a|l exporters adopt
bar codes.

~124-



540 schemes of MPEDA for Improvement of processing units and quaUty
upgraflation have helped to modernize the industry. A numbtr of processing units
have taken advantage of the scheme. May be In 3.4 years' time most of ihe \mlts
vYoukl have upgradecl their liicllities. The need to continue the scheme In the present
form can be reviewed then. But quaUty assurance, adherence to hy~ene and safety

are of paramount Importance. These aspects and promotion of acquacuhure

need MPEDA’s closest attention. TTie schemes of MPEDA may be directed
towards these prime activities.

foducUon

Analysis of the existing manpower

5.41 The manpower of MPEDA is mosUy devoted to shrimp culdvaUon and developmental
acUvities,

Table 3.3,3. Manpower of MPEDA

Officers Staff

Tech Others Tech- Others Tech- Others
mnical nical nic”
Shrimp CulUvation
mciuding seed farms

Quality Control
and Laboratory

Ertension
Registration

Research & Product
Development

iirfarketing Services”

92
*kDevelopment

Statistics 52 58
Administration
Accounts

230 256
Total 138

c-na 117 are deployed In regional centres for
5,42 Of the above staff of M ® ' 3, employed In Prawn Farming

acquaculture technical extension ser. registration, liaison

TegTstaaon. scruUny of applications «
offlces. MPEDA has bought
Auction of some

schemes, the strength of lhe nw”

pj~iects complex. 115 peop.e t
worK etc. Many functions of

substdv, instrtrctlons etc. are perfome

down Ifs stair strength In the "
registration work and ““*~/~~Tdow n.
technical support staff can

in administration.

especially In mar.ettng services and



5.43 "Hie exporters are generally happy wtth the services being rendered by ihc
Authority. MPEDA has been taking up exjjoriers’ problems with the central government

The exporters want one more ofBre to be opened In Europe. They also

cfTecttvely.
in IntematJona! fairs.

want MPEDA to extend greater assistance for participation

5.44 MPEDA can render better service to the exporters by making the trade Information
service more comprehensive and topical. For this puipose MPEDA may have to keep
a close watch on the developments in the major markets especially In the matter of
quality, hygiene and safety standards so that exporters are forewarned of such
barriers. MPEDA must strive to. not only upgrade the quality and hygiene standards
of all processors but also closely monitor the maintenance of such standards by all
the exporters lest the lapses of one or two exportereshould bring a bad name for
the entire marine exports of the country.
5.45 The services rendered to shrimp farmers have been excellent. The industry’
has been facing many problems especially MraJ attack. The maintenance of quality

of paramount importance especially control over pesticide and antibiotic use and
education and training programmes for farmers.
the responsibilityof MPEDA is all the
shrimp seeds and feeds and

MPEDA shall have to continue Us
Since most of the farmers are small holders
more important. Advice on the availability of quality
dissemination of informaUon on prices are the services which MPEDA can render to
growers apart from keeping them Informed of the developments in the industry
including any changes In the rules and regulaUons and directions governing acquaculture

farming.

5.46 What acquaculture farmers want from MPEDA is assistance for. and technical
help In. the control of viral diseases which otherwise can ruin the farmers. The
technical and scienUflc personnel have a major responsibility In this regard. The best
.service that MPEDA can render to the industry is in the area of control of diseases
through suitable advice and assistance and technical help.



agricultural and processed food products export

DEVELOPMENT AUTHORITY

36.1 The AgilcuHural and Processed Food Produclfl Export Development Audwrily
came Into being from 13“ Febrary 1986 under the Agricultural and Processed

Food Products Export Development Act. APEDA replaced the Processed Food Export
promotion Council.

62 APEDA is responsible for the developmentand export promotion of ftfteen scheduled
oroducts, the most important ofwhich are fruits and vegetables, meat and meat products,
poultry and poultry products, horticulture and floriculture products and rice !non-
basmatl).

6 3 In addition. APEDA has been enlrusted wiUi die responsibility to look after some
non-scheduled Items such as basmatl rice, wheal, sugar cte.

Growth of Exports

Table 3.6.1. Growth of «p.rts .1 APEDA .chedule- product.
(QuanUtyin tonnes, value in rupees - crores|

1999/2000
1995/96 1997/98
1991/92
Value Valt - V-
Itaid
10822
Floriculture 8419 30.89
& Seeds
Fruits & smics 58112 585.05
ruits
Vegelahles rovar
193500
ftrxessed
Fhiits &
Vegetables oo oss
44819 . 523720
Oilier 126150
oo 674.34
Animal 166727
products ssmsy 170679
1108233 5574578 495178 24.04.306 -
o cosaryy 792112 0076w 727067 S

Grand total



Allocation of fuods to APEDA

6.5 APEDA recetves funds from the Govemincnt of India for plan schemes and also
gets non-plan grants. The allocation matches more or less with the cess amounis

collected at the rate of 0.5% ad valorem on export of the scheduled products,

Table 3.6.2. Cess amounts coUected and allocation of funda to APEDA

AUocaUoii of funds Total cess
(in crores) amount collected
(in crores)
Plan Non-Plan Total

95-96 19.32 2.00 21.32 33.48*
96-97 19.64 2.75 19.39 28.64
97-98 33.20 2.75 35.95 27.86
98-99 30.70 3.00 33.70 3B.97*
99-2000 30.70 3.00 33.70 26.95

'EXport or non-txasmau rice around Rs.4000 crores.

Constitution of the Authority

6.6 The statute provides for a membership of 40 as under:

) A Chairman, three Members of Parliament, the Agricultural Marketing Adviser
to the Government of India, one representative of the Planning Commission, eight
members to represent the various concerned ministries of Government of India
five members to be appointed by the central government by rotation In the
alphabetical order to represent the states and the union territories: and seven
members representing various central government Institutions. In addition there

are to be twelve members to represent the follovrtng industries:
Ul fruit and vegetable products industries:

1) meat, poultry and dairy products Industries:

Iv) other scheduled products Industries:
v) packaging Industry:

Central Government may also appoint two members from amongst specialists and
scl=ntlsUs in the fleld of agriculture, economics and marketing of schedtiled products.

ofgoveniments and government Institutions,

and the strength is also large. As discussed In Chapter 2, It would be suflice to have
a smaller and compact bowd. Itls recommended that besides the chalnnan and three
Members of PAtoent. the rest of the membership may consist of Tive membei-s
appointed by rotaUon, to represent the states to the alphabetical order: a

n128-



pQiytijiee each of Ihe following departments ofGovernment of Indla-Commcrcc. Agrirultare
and Food Processing, and one nominee each of the following organisations: -NaUonal
gorticulure Board, Central Food Technologlcal Research Institute, and the Indian
council of Agricultural Research; seven exporters, one each from the foliowmg groups
of Iftdiistrles- floriculture, seeds, fruits and vegetables, processed fniils and vegetables,
~imal products, other processed foods and cereals: two more members from among
experts or specialists In foreign trade or scientists or outstanding exporters of any
of~re Industries coming under APEDA’S mandate.

Organisation of APEDA

cg The organisation of APEDA has evolved In response to the Imfwrtancc attached
to the various functions and activiUes. The division of work Is along the foUowlIng lines;
a) Fresh and processed fruits and vegetables
b) Animal products
c) Floriculture and infrastructure
d) Other processed fruits

€) Cereals, registration & trade informaUon and

APEDA has virtual offices.
Functions of the Authority

“« roor — “ e -
purposes of export

d) Improving the packaging of the "Wuled pranran
el Improving lhe marketing and development ot the products
n

The promotion of export orientate p especially the developmental

Hortlcultxire Board extends assl«® “ * MFPI gives assistance for

scheduled industries which *ve ~ ~ LsdicUon nor
on post harvest Improvement. quauv W of JurisdicUo
and hence In practice, there has not

any duplication of schemes.



6,12 Hie major activities of tlie Board can be broadly classified as ;

a) Post harvest management

bj Infrastructurald upfiradation

c) Quality improvement

d) Market intelUgencc and export promotion

a) Post harvest management

This is a neglected aspect of India’s agriculture and is the main cause of the
huge wastage at farm level and damage to (juality of agricultural products, However
In the present scheme of things, this aspect receives not much attention from the
state agriculture departments. But exports will become increasingly diilicult if quality
aspects are not given due attention: hence the importance of adoption of appropriate
post management practices. Therefore, till (liese practices become widespread,
APEDA may have to continue to concentrate on this acti\ity in select areas.

b) Infrastructural upgradation

Infrastructural deficiency is another major problem for Indian agriculture and
is the basic reason for the liuge storage losses and shorter shelf life of agricultural
products. This deficiency is also the weakest link in India’s agricultural export
markeUng. APEDA may have to, not only continue to perform this role but will also
have to devote more resources for this acUvity. The focus has to shift to development
of infrastructure in the entire chain of actlviles from farm to the market. APEDA
may have to play the role of co-ordinating and dovetailing the acUvlties of state and
central government agencies involved in Infrastiaictural development.

c) Quality improvement

The importance of quality can not be overemphasized. This activity should also cover
acUvities such as the establishment and notification of standards, improving packaging
etc. As quality standards are becoming increasingly important, this activity will also
have to receive APEDA'S major focus.

~EDA may have to become more proacUve In developing product, production
and hygiene standards and inspection procedures for products of export interest.
APEDA have to co-ordinate the activities relaUng to creaUon of a data base of such
standards ofimportant importing countries with a view to harmonising India’s standards
in Une wlih those standards and that of Codex Alimentarius

d) Market intelligence and export promotion including the registration of exporters etc.

Export promouon would entail market research both with regard to the existing
as well ~ potenual markets. Analysis of these markets is imperative for evolving anv
me”~ingful export strategy. Market intelligence should also include work relating to
technical standards, quota structure, customs duties and non tariflf barriers to trade



~ those markets.

a continuous basis and thus be able to

APEDA would need to equtp itself to gather such information on

schemes of the Authority

6.13 APEDA has been operating a
major obJecUve of export promotion.

JKarkct surveys

Name ol me
scheme

Scheme for
feasibility
studies and
surveys,
consultancy
and data base
«|"dalbn

ObjecUve

To generate
data base for
the benefit

of the Industry

guide the exporters on a proactive basis,

large number of schemcs in pursuance of its
They arc detailed below:

Subsidy g”~en during tlie
period 1997/98 to 1999/2000

Number of

Rupees in
beneflciaries

lakhs

50% of the cost

subject to a

raaximum ofRs.2

lakhs per individual 60
and Rs.10 lakhs lo
reUs/Co\'emmeni

eic.

554

a\ Tor

undertaken by the Authority annually.

6.15

a) Assistance for

purchase of special-

ised transport
units for meat,
horticulture &
floriculture sector

6.16 Since the caPital cost of re
make the export viable.

b) Mechanisation
of harl-est
operation of the
produce

c) Setting up of
sheds for inter-
mediate storage
and grading/
cleaning
c”«ratlons

To reduce

the cost of
the capital
equipments

To ensure that

Uie quality

of tlie e-xport

products is
maintained

efer vans in India ts’
This sc:

under infrastructure development the Mlowlng schemes are being opcra”.

25% of the cost

subject to a

maximum of 33
Rs.2.5 lakhs.

55.40

liigh. subsidy is necessary 1
eme may continue till the lot-1 plan.
50% of the
cost subject to
a ma.'dmum of
Bs,5 lakhs

18 78.21



d) Purchase of Intermediate
packaging materials for
domeistjc (ransporiallon of
the product

6.17 rnfrastmcturai facilities are cmcial Tor making exports possible as well as viable,
bu{ Ihe responsibility for all these activities rests with the agriculture departments
of the states aiid tlie centre. APEDA may continue the schemes only in respect
of export products and that too in areas from where export products are normally
sourced. The scheme for purchase of intermediate storage materlais which is of a
recuiTing nature may be discontinued at the end of this plan period.

a) Setting up of To improve 50% of the cost

mechanised the quality of subject to a 21 97.97
handling faditira perishables maximum of

including for Rs. 10 lakJis

sorting, washing

6.18 These are essential facilities to ensure quality as well as quick handling, they
may be continued.

b) Setting up pre 50% of the cost
cooling facilitcs subject to a 79 379.16
maximum of
Rs. 10 lakhs
c! Facilities for 25% of the cost
preshipment subject to a 1 1.39
treatment maximum of
Rs.10 lakhs
d) Setting up of To improve 25% of the cost
integrated post overall quality subject to a 5 61.70
harvest handling and preservation maximum of
system - Pack . Rs.25 lakhs
Houses

6.19 Essenbally these schemes should be operated by the agriculture departments
Qf the states/ ICAR, In their absence. APEDA may conUnue the scheme for export
products only. However, the pack-house concept needs to be promoted on a more
aggressive note and APEDA may continue to co-ordinate with the state governments
for the purpose of exports.

6.20 APEDA may also formulate a scheme whereby assistance could be provided to
entrepreneurs for setting up pack-bouses. purchase of reefer vans, specialised cold
stores and other infraslructurc requirements to cater to the needs of smaller exporters
and farmers/societies who are not in a position to Invest in such infrastructure



of smaller volumes and or due lo flnajicial constraints. The advantage of
such tofrasLructure development by private entrepreneurs would be to bring economies
scale resulting in the overall development of the economic activity in a jve.n area.

t] Selung up of To ensure 50% of the cost
apaur heat treat- acceptability subject to _ _
ment facilities of the products Rs. 50 lakhs

such as mangoes. TTiese facilities will not come up in the private sector, hence may
have to be continued.

n Setting up To encourage 50% of the cost
of envtronmen? units to subject to a 1 22.83
eontrol system control maximum of

pollution Rs-50 lakhs

622 This is an important measure duc noi

Environment and Forests in association witli the state gove”~ents operates stnillar

scheme Hence. It is recommended that the scheme may be phased out.
9) Specialised To enhance 50% of the cost s .
cold storage shelf life subject to a
facilities maximum of
Rs.50 lakhs

iDre time till
i an infrastructure facility will not be rable for sfome m
6.23 "Hiis kind of . may continue,
volumes pick up, IDut It is essenUal. Hence the scheme

. ' export promotion and market
6.24 The followln)? Schemes are being operated as part of
development actlviUps:

3 Supply of To help gfsftr;f:: e
product samples exporters o J -
find new subject to a -
markets/ maximum of
Rs.50.000
40% of the cosi N
b) Assistance to subject to a a7 1858
exporters for - maximum of
publicity through fe .2 lakhs

literature etc.

40% of the cost

subject to a - )
maximum of

RS.I lakh

c) Brand publicity
through advertise -
meni



6.25 Tliese indlvjdunl exporter oriented schemes may be phased out by the end of
the plan jjcrioc!. AJI the markeiinjC related schemes should be a part of a larger package
of promoting Identtfled produce/product in a designated market. Any publicity is
meaningless until it is a part of a campaign backed by a supply of quality product
The schemes should emanate out of a well thought out comprehensive programme
of ©cport promotion. Isolated subsidization of a particular activity without backward
and forward linkages will not help to achieve dennlte growth in exports.

6.26 APEDA Itselfprepares product literature, publicity materials etc.. to help exporters
as a class. Such efforts Including publicaUon in foreign languages may continue as
these measures will help the industry as a whole. This however, should be a pan
of overall package.

d) Development
of packaging
standards

e) Assistance for
using standards
and specific
packaging materials

6.27 The above two packaging schemes could be discontinued.

To Improve
packaging &
to add value

50% of the cost

subject to a

maximum of 223 192
Rs. 50 lakhs

30% of the cost

subject to a

maximum of -
Rs.l lakh

APEDA may work

with the hidlan InsUiute of Packaging for any development needs or requirements and
meet a portion or full cost of development of new packaging materials or systems.
Standards so developed by IIP should also be utilised by exporters so that the products

exported are of better quality, shelf life and presentation.
may develop suitable schemes to encourage exporters to adopt

For this purpose. APEDA
such packaging as

are developed by IIP or other International agencies.

6.28 The following schemes are being implemented with a view

to ensure quality

Improvement, compliance with quality standards etc.

a) Assistance to To ensure 50% of tlie cost

e.xporters for safety of food subject to a _ -
setUng up/ products maximum of

strengthening labs Rs.5 lakhs.

b) Assistance to To improve 50% of the cost

exporters for quality subject lo a 325
Installing quality maximum of

control systems Rs.2 lakhs °

c) Upgradation
of labs for
export testing

50% of the cost

subject to a

maximum of

f~. 50 lakhs.

100% can be _
considered for state

governments

Universities etc.



q29 Adherence to quality standards is essenUal for export of agrtcuUural products
aiid processed foods and since this culture is only taking root now. ts necessary
to continue the schemes ti51 the 10th plan to encourage exporters to set up quality
labs adopt quality assurance systems «c. The scheme of assistance to exporters
for installing quality systems like 1ISO. HACCP etc.. may also be extended to all related
toboratories both in the private and public sector. The upgraded labs can be utilized
for of export Inspection certincation,

630 APEDAIl'could also lake up a new scheme for assisting export of agrtcuUural
products in valu”added form.

Tlie following schemes are part of human resources development efforts:

HRD schemes To train The subsidy
involving subsidy farmers ~d amount varies
for training, for exporters but a maxlinum
organising seminars, of 50%

study tours etc.

6.31

J tec h
mangoes,

irir~ T or'sl o-herschkulcd e~n
preparation of good hygiene pracUces. APEDA

have lo
rLA”7inlng and quality awareness

progra,,.,,.es tn association with ICAR, state
governments, grower societies etc.

APEDA has introduced the following scheme to Imp~ve the slaughter houses.

sehema for To improve 85% D: the cost In

upgradation of hygiene Z?S;Sni?:?:;nunem

slaugliter houses/ slaughter houses;

processing

blants engaged 25% in case of 143
privately owned

.In export.

slaughter houses,
subject to a
tnaxlinura of

Rs. 25 lakhs-

® afd\f™ irjrt;” :ru trS o T -~
The schemes may be phased out.

Research Schemes

50% of the cost

To increase f i
bject to a maximum
Schemes for compeUUve- subji imu 51 364
supporting of Rs-5 lakhs to
research and ness

private msUlutlons
and 10 lakhs to
Jii-.v.-mments

development
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6.34 In addition to supporting researcii schemes. APEDA Use]} carries out research
through recognised institutions. Some of the researcii progranirncs like disinfestation
of fruits from jjests fall within the ambit of ICAR being its normal work. But if
these aspects are not given the due priority by ICAR, then APEDA may continue to
conduct such research work through ICAR and other Institutions: similar course
of action n\ay be taken in the interest of export promotion in regard to the activities
such as the setting up of CA iaboratoiy to improve shelf life. APEDA may however
fund only such research work which will help in improving exports.

6.35 At present, no work is being done In the country on risk assesment and analysis
of various products. Ttiere Is a tendency amongst developed countries to lay down
strict standards for developing countries like India. We may have no option but to
accept them in tlie absence of such risk analysis. There is a need to develop scientific
capability and capacity for risk analysis to enable effecOvc participation in Codex
Alimentarius deliberations and to ensure that unnecessarily stringest standards are
not prescribed. Such analytical work would also help In monitoring imports in the
new trade scenario. With this objective in view, APEDA may take up such research
activity through suitable research instltuUons. APEDA may develop a scheme to
encourage private sector research on risk analysis,

Air freight scheme

6.36 APEDA Is continuing the air freight subsidy scheme for certain fruits, vegetables
and floriculture. The subsidy is limited to 1/3rd of FOB value, or Rs.10/' orRs.25-
depending upon destinalon. or 25% of IATA rate, whichever Is least.

6.37 The justification for the subsidy is the Inadequate and poor infrastructure in
India which increases the cost, as also the high cost of air freight from India when
compared to other competing countries. A study by the National Council of Applied
Economic Research has established that the assistance by APEDA has really helped
the exporters to gain a foot hold in the world markets, ‘'fhe study also brings out
the cost effectiveness of the subsidy: every rupee spent during the period of 1993/94
to 1997/98. by way of financialassistance in the case of grapes, has generated on
an average, US $ 0.44 worth of foreign exchange.

6.38 Assistance will be required in the initial years when a new product - especially
an agricultural product has to make an entiy into a new market; however, the subsidy
cannot be continued perpetually. Subsidy is justified only where the growth potential
is high and such growth prospect Is visible. It may be more beneltclal to exporters
If excellent infrastructural facilities are created and assistance Is extended in production
and post harvest management etc. At present the air freight subsidy amount is not
high- around Rs. 10 crores only > but it is recommended Uiat the need for. as well
as. the quantum of subsidy may be reviewed after say 2. 3 years on the basis of
following criteria:

a) that the export market for the product is large;

b) the export volume has been iniproving steadily:

c) we have Inherent cost advantage In the production of the commodity:

d] the ratio of sale price realised to Uansportatlon cost has been Improving gradually.



939 An important function of APEDA is laying down standards, APEDA has notified

go far standards for meal, animal casing products, egg products, dairy products and
poultry meat. It is recommended that APEDA may take expediUous steps lo finalise
standards for all scheduled export products.

640 Two related areas require the close attention of APEDA. DifTerent agencies have
the authority for laying down standards In India for different products and the
enforcement agencies are also different. Many departments/agencies of Government
of India are also Involved. There Is a need for a single authority to harmonise Indian
Standards with the international standards and notify them. The notlDcaUon of such
Mnort standards can be done under The Export { Quality Control and Inspection )
Art or any other statute but the process of harmonising the standards do not brook
delay. Ministry of Commerce, throu™ APEDA and other Commodity Boards may take
the lead to carry out the exercise.

A svstem has also to be evolved for accr«illatlon of lahoratoriea/Insmutlons

tLh wir be quaimed to Issue certiDcate of compliance with
?SdeUKS have to be prepared and notUlcd for recognition of such ce”lylng lab”
of recognltloi; /nd their A= s A

the J

the Minlst0' of Commerce.
Organic Products

6.42 The demand for organic produ”®
coffee and spices etc.. have
commendabic work In the area of

to notliy the agencies which

Boards formulate an Integrated
way. It IS recommended “7EM and”~ofte”o

SSstArf Omm eS”have already done
hs for organic food etc. Further actton
A

6.43 A major trend overseas

vSShbfes b“ fterris®'needT”
reliability of supply - ‘

" “fHTurfe"en~y~"EDA.
and packaging, hygiene ‘ind s~'~; u,ese areas cannot be tom

B S RUL L% Uhhieved by APEDA m 4P

W E A
year s i ‘]exa}ﬁprlet §o follow
just Rs. 6 crores ten years back to Ks-

all the required facilities for drying. B*



storage, price in/ormalion. markeUng assistance etc., are expcctcd to be provided, [t
would be cost effective to provide all lhe facilities In these Ideniified places becauso
ofvolumes. It is recommended that APEDA devise a strategy and evolve a programme
to start a few pilot centres, so that the concept really catches on.

Aanalysis of the eidsting manpower

6.45 APEDA has the smallest component of manpower among the Boards as it has
no production or research functions. The distributJon of staff strength is as follows:

Table 3.6.3. Manpower of APEDA

Oflicers StaiT

Administration incUjdIng
Finance

Trade Fair & fnfonnatioii
Registration etc.
Product CMvlslons

Regional Offices
Bangaloi

Hyderabad

GRAND TOTAL

6.46 APEDA, notwithstanding the need to concentrate on post harvest management
may not create new posts or recruit any additional staff for such activities. Most
of the tasks will call for special expertise or qualified personnel and their services may
be required for phort duration only. APEDA may either appoint consultants for any
sf«cial studtcs/tasks. or take experts on deputation for specific projects. This is
the best way to liave the services of highly qualified experts for specific projects, without
having to continue their services permanently. It is recommended that APEDA be
given the authority to take on deputatlonists or appoint qualified consultants for
approved projects. APEDA may evolve suitable guidelines in Uiis regard.

Quality of service

6.47 APEDA has rendered satisfactory service to exporters of agricultural and
processed food products. The major constraint Is the lack of Interest in, and attention
to. post harvest management and quality aspects In our country except in isolated
pockets. The concept of food safety and hygiene are also being recognised and
accepted only of late. ~ Absence of a long term export policy for agricultural products
Is another major handicap In exports.



048 Exporters would Uke APEDA to concentrate on Infrastructural improvement

ejects, besides continuing the work on post harvest management. The exporters
~Aso want the subsidy regime to continue. APEDA has created cold storage infrastructure
at Airports. APEDA may pursue with the Aiiport Authority of India the privatisation

of the cold chalns at Airports so as to ensure suflicienl flexlbtllty in operaUons and
eo clency In management.

649 APEDA may maintain close liaison with ICAR/state governments In regard to
improvements in post harvest management of a few

selected agricultural products
and atleast in selected production centres.
650 An excellent service by way of unique virtual trade fair has been started. APEDA
would be rendering a grand service to exporters by making the internet based Virtual
Trade Fair an effective trade promoUon measure. The cost of participation may be
ki*ot low for the present, so that it Is affordable to even small scale exporters. APEDA

may also launch inlUatives to popularise the virtual trade fair and also give pubUcfty
through overseas missions.

651 APEDA has been participating in many ovtreeas fairs to assist
evdre a polley that within three years of participation in any fair, there should

unnecessarily stringent standards are not laid down.

yare1935,00
6.53 APEDA Is normally the government immediately
ofIntport and export quotas. full transparency,

linalise the guidelines and give wide publicity .Mledge

6.54 APEDA can improve the qu/lty »f~ 1 -
centre. All Information required by the
sanitary- measures of Importing countnes”
avalSc With APEDA and readily
encourage private sector to provide such sendees.

» “rnalalTmndar”s to phyt.
tarUT rates, should be
b7e«»rters. for a fee. APEDA may also






41 The orientation of Tea. CofTee and Natural Rubber Boards has so far been towards
jructinn, as the development of the Industry is the main mandate of the Boards,
~nmain focus of the Export Development Aulhorittes has been on export promotion:
~cy do not have the responsibility for the development of the industry. The Splccs
Board’s major function has been the promotion of spices export, alongwith the
reiponsibility for the development of only one spice, vtz-cardamom.
42 'Hie Commodity Boards which were formed earlier were vested with enormous
uthority and complete control over the industry. Thus the Coffee Act regulated entire
passing and marketing. The Rubber Board regulated even planting though roarkeUng
Iks not part of Its mandate. The Tea Act gave powers to the Board to control even
area expansion because, as per commitments under the then International Tea
Anraent. area expansion had to be regulated and new planting controlled.

In view of the IlberalisaUon policy initiatives taken tn the last one decade and
in the light of the developments In the economy and in the commodity s«tor. it would
be appropriate to review the mandate of the Boards to determine the needfora change
In the mandate, the functions and the acUvlUes of the Boards.

Controls to deregulation

« A Change that . overdue ,s

The plantation sector was in nascents g

comprehensive management of the

and actlviles had to be necessanly

provisions In the various statutes were considered necessary
and development of the industry.

development functions
of the control
the orderly grov«h

4.5 In the last tew decades, the situation n
sector has come of age. The

measures and warranted the regulation
no longer exist or cease to be of releran
withdrawal ofall controls and needless ~ 8* ~ )
the movement towards complete Se planUng. What was needed
monopoly of the Board . Tliere Is also no need ojegu P n

or relevant a tew decades back

provisions In the statues can be wlthdr [}
being enforced, like rcgulaUon ofp A~ » g ~
is sUU continuing with the activity. C continuing. Th
conu-ol over warehouses. markeUng etc™ y j ™ ,.5continuing the export pe
Bogire has given up progessife and markeimg«ntr” deregulation completed.
system. AU the cbhtPdis AGed 8 B given up and the p

This is an overdue reform.

various control
“ /jVrent aspects of the Industry either
demand of the growers now Is for
growers who spearheaded

rubber; but the Tea Board
,, the case of rubt*r -d

[ij,- marketing from

not CTprovisions an nrt



Production to competitiveness

4.6 Earlier the ernphasLs of (lie Boards has been on growth of production. The
growers had to be provided wllh knowledge and service In the areas of production
and processing and extended all assistance In the related matters. Now the growers
have become knowjcdgeable: there is extensive and widespread awareness of
tcchnoJogy including of farm practices and processing techniques. Growers have
started keeping themselves abreast of the developments, including of the market
condlllons and prices. A study has revealed that there is high awareness, among
the growers of rubber, of the dally movement of market pricc of rubber in
the Kottayam market and hence the growers are able to demand from the dealers
and also obtain at the farm gate level, over 90% of the reported market prices. Many
colTee growers are knowTi to follow the price quotations of New York coiTee futures,
apart from the domestic auction prices. The small growers In cardamom also are
generally well informed and the participation in auctions is very high.

4.7 The emironment in which the commodity sector operates today is totally different
from what was prevailing in the early days of the Boards. The changes have been
rapid In the last few years. The competition in the overseas markets has become
fierce and the threat of competition from imports is real. Hence the need is for
efficiency and capacity to face competition. The growers are well prepared for this and
their demand and expectation Is not for protection, but for a level playing field.

4.8 Rightly the emphasis in the past has been on production. The concentration
on this primary mandate has paid rich dividends and the Boards have really achieved
excellent progress. Now the orientation has to shift to productivity and quality
Improvement and competitiveness. Production has to be encouraged and has to grow
but the industry has to become also competitive, so that not only in the international
market it Is possible to compete eilecUvely but in the domestic market also It becomcs
easier to face competition from imports. To be able to achieve this objective, the
Boards have to devote all attenUon to producUvity enhancement as well as quaUty
improvement and assurance. Research will have to become the most important activity
of the Boards and receive the highest attenUon and adequate resources. The Export
Promotion Authorities will have to concentrate their attention on post harvest
management. The focus has to shift to quality assurance and quality control. Only
through productivity Improvement and quality enhancement and assurance, the
planuition sector can remain compeUUve. The mandate of the Boards has lo be not
mere producUon or development but also achievement of compeUtiveness,

Subsidies and incentives to Capacity Building and Information

4.9 The growth of producUon has been the most important objective of the Boards.
Loans and subsidies were the major Instruments through which the development
objective of the Boards was sought to be achieved. The developmental assistance
extended by the Boards has no doubt been instrumental in giving a fillip to the growth
of the plantation sector. A large percentage of growers have been assisted with
developmental assistance. In the case of rubber almost 50% of the growers have
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»ncmed from replanUng/ new planling subsidies.

CofTee and spices growers have
also wen receiving substantia! assistance.

In the case of tea there Is a special
orffrtslon In set apart a portion of the proflls Into a reserve fund tor use tor the purpose
\ replanting and rejuvenation. However, the tendency of the Boards has been to
continue the schemes of assistance including subsidy schemes IndeOnltely. so much
30 that the major activity of the Boards has become in recent years, the administration
of subsidy schemes. The time of the extension personnel were being devoted more
to tlie administration and monitoring of the development schemes than to the provision

of extension service. The subsidy culture has not been confined only to the area of
prodUcUon but extended to other areas such as processtng and marketing.

4i0 Subsidies have a role and would be necessary in some circumstances. Some

subsidy may be justified where for various reasons, the costa are high or new proceswa

Lve to be Inlxoduced or ideas popularised; or where growers have to be induced
toadopt measures which are more for the benefit of the society as a whole like pollution

ontrol measures. The Boards may have to continue assistance for quality upgradaUon

Ind assurance Ull the culture of quality permeates the entire commodity sector and
the society.

4,1 The Boards however need to get out of the loan and subsidy

the subsidies In the limited nelds/areas Justified now. ma ‘
the SUDSIU

y
plantation sector has to tap the financial sector

IrersarindlIfae Tin g

adoV Tpprop. farm practices. taKe Informed

decisions about marketing etc.

. their focus from subsidies and assistance
4.12 Thus the BoartJs may have to shtft incentives  to
to awareness and capacity building of growers and move

Information,

Provision of Services to Facilitation

H In the areas of seed supply-

4V3 The Boards have been peri.ormrng”nn th, past all these funcUons

extension setvices. quality control

had to be earned out as there were no p
few years, many of these services are bemg ~
nurseries are meetmg most of the pan
KTvlces in the field of fertilizer

sector, as also soil testing, leal

In fact, pracucally all sen/lccs are now avai

be provided by, Uie private sector.

providers. But in the «

requirements.  Ad”rtso”
control are ofTered by t e p

ocessing and marketing «n 1c«”

and perhaps can more efflcently



4.14  The consiraint in some areas is (he cost of services. The major problem in
the ease of laboratories and testing facllttlcs ts Ihf cost of equipments coupled with
low volumes which make the provision of services at reasonable and alTordable rales,
either dilTlcult or non viable. But it may be more cost efTective and definitely belter
to subsidise the private sector to some extent to enable them to provide the services
at affordable rates, rather the Boards themselves trying to provide the services,
Whether it Is soil testing or quality control labs, advisory services or cold storages,
the Boards would do welj to encourage a number of private service providers to
establish facilities.

4.15 Sfnularly. the Boards may withdraw from direct marketing and promotion
activities. Assistance for participation in fairs and exhibitions etc.. may continue for
some more time, but subsidy for such activities can be gradually phased out. The
role of the Boards even in regard to fairs abroad could be confined to advance
preparation, dissemination of information, co-ordination and assistance for participation
but not direct participation in the fairs.

4.16 Only in the area of fundamental research, the Boards may have to continue
to be fully involved and allocate substantial resources. Even in this area, some private
initiative has begun especially in seed multiplication. Some privately funded research
efforts have succeeded tn developing new varieties. The proposed legislation to confer
rights on plant breeders would definitely encourage investment In basic agricultural
research. However large scale efforts and uselul results are a few years away. Hence,
the Boards will have to devote adequate resources for research in its own stations
and through universities.

4.17 The future role of the Boards would be facllitaUon and transparent rule making.
The Boards may help and assist private sector to provide all the needed services. But
control and inspecUon may not be necessaty. Even where the Boards lay down
standards and quaDty parametere. the task of verification need not be undertaken
by the officers of the Boards. The Boards may accredit certifying agencies which may
check compliance with standards.

4.18 The Boards may certlly seed/planting material producers but not involve them
selves In seed production. The Board may educate the growers about prices,
disseminate market Information to growers, improve awareness, regulate the aucUon
system but not conduct auctions or Involve In market Intervention operations. As
regards overseas marketing, the Boards may assist, say in publication of brochures
and facilitate the participation of exporters In fairs and exhibitions but not market
tlie products themselves or conduct fairs. In eveiy Deld, Boards may have to ensure
transparency and fair play by service providers and for this purpose, lay down
guidelines, procedures etc.. but the Bofu-ds need not provide or perform the services
hereafter.

Bureaucratic Organisation to a Knowledge Centre

4,20 The Boards have evolved over the years Into bureaucratic organisations. Tlie
bureaucratic administrative set up was perhaps necessary and unavoidable in the
past when the emphasis and thrust was on the development of the Industiy and the



instrum'n* of extension and development was subsidy shemes.

The Boards
Aals*

perfo™ many control funcUons and had to cany out a number o( acUviwts
~lch necesslUted a large conventional organisational set up. But with the UberallsaUon
j'uie economy, the role and functions of the Boards will be diDcrenl hercatte.
n funcUons may have to be shed and many actlvlUes may have to be given up;
the subsidy schemes are phased out and the promotion units closed, a large
{@the organisation of some of the Boards may also become redundant. Moreover
of the existing personnel of the Boards may have to completely retrained and
Quipped to be able to fit Into the new role of the Boards,
21 The major funcUons of the Boards will be facilitation; and the Boards will have

~ he ome also the primary source of ail relevant informaUon to growers,

processors
~Aimrters

in fact, all stakeholders. The communication and computer technologies

n a”tclv facilitate this transformation to take place and make it more elfecUve,
the role of the btireaucracy of the Boards will cease to be mere adminlstraaon
Boards will have to become knowledge centres.

rcts s « i - e— ‘T

commodity sec” h ~ e~ tectailques. quality assurances and marketl”-
of improved farm practices. i»s n has to be disseminated to the
Uhas to be world class. A~ AMarketUig. quall® norms and
growers, the processors and the trade® hvoimp and safety aspects, all critical
consumer preferences, packaging n standards, from tartlf to
inputs to success, as well as®* ““ A7 X d on to the exporters. n-e
non-tariff barriers, have to help quick and widespread dissemination
commurncatlon arid computer

of such information, data, analysis and knowledge

knowledge and mfomiauon
can help all stakeholers. The present
The Boards have to

4.23 The Boards will

in real Ume in all fields; then only the
administrative set up obviously may not n to tapvanous sout«s
develop experUse, ™ t necessarily inhouse.

for realising this objective. Hiring coiM
the responsibilities to specialised umts o
will have to be given all the freedom

to be achieved is to develop expertise, a q

required.
j purpose; The obje
In all Wds so as to *
efficiently and elfe
competent and quality service to all sec information and
4,2. Simultaneously, the P - - -
sharing of knowledge may have to be s
of group meetings and seminars. Be the contents
have to be popularised. The Bo” Anlhod of ulrf an
cnUcally examine the contents and _ »or will be expensive.
and data. These tasks are neither

“tfd.
p..bUcalons, the use o



also make evety field office Into an virtual extension and marketing ofRce so fhai
any grower or processor or exporter, in fact any interested party, can get the best
of services from these o/Hces. TTie Board may also cncourage grower organisations
to esta!)llsh internet kiosks to help growers to obtain aJl the information and advlso/y
services which they need and want from the Board. The Board may also provide the
faclllly to seek information or advice through electronic mail and even obtain licences/
permits if needed at all. AJl these Ideas and suggestions may look futuristic now or
may appear out of place today, but will become common in the days to come and
the Boards may become the trend setters In ushering in tlils new. but exciting and
eflelt:Uv’e medium as they are best suited to make a success of the technological
tools.

4.25 This paradigm shift In the role and functions of the Boards will also call for
a change in the ethos and work style of the organisations. Obviously tlie Boards will
have to become leaner, with many experts and knowledgable people Joining the
organisation. But then the Boards would need less administration.
4.26 The changes that will become necessaiy in the organisation and In the work
place cannot be elTected quickly. There may be and will be resistance to change. The
transformation hence may have to be gradual without causing any difTlcuJties and
Injuiy to the existing personnel. But the move towards the new role and functions
will have to start and the direction set. Then only the Boards wiD be able to contribute
to the strengthening commodity sector and make it glabally competitive and prosperous
In the years to come.

4.27 The mandate and the functions of the Board thus will have to change from
controls to deregulaUon. from mere development to achieving competitiveness, from
incentives to information and from direct provision of services to facilitation: and the
Boards will have to be transformed from mere bureaucratic organisations into knowledge
centres.

4.28 The Commodity sector will then in the coming years become globally competitive

and flourish and be able to significantly strengthen India’s agricultural sector and
contribute to the growth of the economy.

-O-
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Over a nilillon planters in India, moat of them small growers are engaged in the

cuitivatlo* of plantation commodlUes -Tea. Coffee. Natural Rubber and Sptces. The
“direct employment In the commodity sector exceeds another two nUllion. The number
o( {amllies sustained by plantation commodities will be much more If employment In
input supplies, processing, transportation and marketing are taken Into account.

2 Agriculture including the plantation commodities and fisheries are important not

nlv for India, but also for a large number of developir® countries.

A great majority
Uie population

in many of these countries earn their livelihood from commodities.
More than Mly developing countries, depend upon three or fewer leading commodities
like cofTee, for more than half their export earnings. In fact, all Heavily Indebted Poor
countries depend upon commodities and forio HIP countries. 90% of the export receipts
came during 1997. from a few commodiUes like cocoa and coffee,

importance of commodities to developing countries

1 Accordme to a report of the Common Fund for CommodiUes, the number of

countries for which commodlUes are of parUcular Importonce. either through theu-
contribution to GDP. trade or employment |Is as follows:

Table 5.1. Importance of commodities to developing countties

Commodity Total developing Of which LDC
countries

Coffee

Rubber

Fruits (all kindsl
Fish

Cotton

Cocfa 1

4. Economic development of many
determined by, world commodity "
depressed for quite some time.

A
estimate® the commodity prices,
decades. Consequen y
of tr-de n

Accord g
reS terms, have now been at historically
the commodity exporting countries have ¥ear for

pertod. Ilie rate rflo ss” has risen sharply from abourferrrr gM o The total terns of
1981-85 to almost 8 55 billion a yearj>--——---
' Discussion Paper for the Round table on Comm
Muntries, (1999) the World Bank.
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paper prepared for the UNCTAD.X High level Kou
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Over a million planters in India, mosl of them small growers are engage! In the
atlon of plantation commodities -Tea. Coffee. Natural Rubber and Spices. TTne
\ employment in the commodity sector exceeds another two million. The number
~rrnlbes sustained by plantation commodities will be much more if employment in
~pLit supplies- processing, transportation and marketing are taken Into account.
Anculture including the plantation commodities and fisheries are important not

A~ India, but also for a large number of developing countries,
Dopulation
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A great majoriEy
in many of these countries earn their livelihood from commodities.
U~ than, nftv developing countries, depend upon three or fewer leading commodlUes
r j coffee for more than half their export earnings, in fact. aU Heavily Indebted Poor
untrtes depend upon commodities and fori5 HIP countries. 90% of the export receipts
during 1997. from a few commodities like cocoa and coffee',
importance of commodities to developing countriefl

3 According to a report of the Common Fund for Cornrnodmej, the nu ~ r of

countries for which commodities are of particular Importance, either through their
conlrlbulon to ODP. trade or employment Is as foUows:
Table 5.1. Importance of commodities to developing coimtrie#

Commodim Total developing Of which LDC
countries

Coffee

Rubber

Fmlts (all kinds)
Fish

Cotton

Cocoa

4. Economic development of many J ®
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Iradc loss from 1980 to 1992, has been estimated at about S 350 biilloii. with more
losses in subsequent years. 'Hiis ts one of the major causes for the indebtedness
of some of the poorer L D Cs in Africa.

Price fluctuations in commodities

5. Another characteristic of commodity prices especially plantation commodities has
been their extreme volatility. The composite indicator coffee prices had swung from
71.73 c/lb during 1975 to US 229.21 c/Ib in 1977. In the nineties, the robusta prices
tluctualed i'rom 52.50 c¢/Ib in 1993 to 125.68 c/Ib in 1995 and the composite indicator
price from 61.63 c/Ib to 134.45 c/Ib,

6. TTie extreme volatillt>" in prices has been afflicting Indian agriculture £dso and
causing serious losses to growers. whetJier of coffee or potato. The vulnerability has
only increased, of late. The prospect, at the time of sowing, of obtaining a reasonable
price for the produce, but encountering depressed price at the time of harvest, has
become a familiar situation and a serious problem for the Indian farmers. The assurance
of Minimum Support Price is available for cereals and a few other commodities only
and further tlie operation of the scheme Is fairly effective only in respect of two major
cereals, paddy and wheat. In respect of other commodities, the growers are exposed
to the vagaries of the market.

Past attempts at price stabilization

7. Even since the depression years in the thirties, tlie commodity price fluctuations
have been a central issue for the international community. It was realized that volatility
In commodity prices would have adverse consequences for economic growth, apart from
worsening Income distribution, raising poverty and impeding Investment. Though there
were different options and schemes for consideration for the stablll*tlon of prices,
the preference of the commodity exporting countries was for Intematlonal Commodity
Agreements (ICA), wtth consumers' participation®.  Tliis Is because, collective action
by tlie producers to Improve the commodity prices were found either dlifncuU or had
limited effect. Producers were concerned not only with the volatility in prices but also
with the terms oftrade, which were becoming adverse to commodities. Both the producers
and the consumers wanted to ensure stabillly In supplies and prices. The motivation
for the producers to seek International Agreements was the real possibility of low prices,
due to excess supplies or disturbance in demand. Tlie consuming nations’Interests were
in ensuring stability in supplies and to see that the producing nations were not driven
to cartel arrangements.

8. The basic objective of ICA's have been the stabilization of prices and ensuring
sustained and uninterrupted supplies. The other objectives of ICAs have been the
stabilization of export earnings. Increasing the consumption so as to ensure demand
growth, provide a forum for consultations, besides acting as an Institution for collection
and publication of information etc.

3 S. Ghosh. 01 Gilbert & AJ Hughes Hallctt (1987). Stabilizing Speculative Commodity
Markets. (Clarenden Press. Oxford).



have also been Commodity Agreements like the Jute Agreement, the
Therc” v/htch has not been price stabUlzatjon but to implement projects In areas
*eseaj-ch and development, market promotion, trade expansion ctc., besides
~norum for consultations and co-operation between producers and consumers.

9

Gjirh
~  je have been Agreements in the past in many commodities like Tea. Wheat,
sugar etc.

, rnaUonal Coffee and Natural Rubber Agreeraenti! were two ICAs In operation
hrr of years and were instrumental in ensuring a great degree of stability to
natural rubber martats. A brief review is at Annex Il
ooffee anu

Tb tfh the International Coffee and Natural Rubber Agreements were successful
the prices during the period the economic clauses In the Agreements were

“Im trn and in ensuring reasonable prices to the producers, there appe” to”
“?“nZooTof IC Agreements with economic clauses being renegotiated by the
ma nauons given the momentum towards liberalization and globalization and

"¢ "% r s orco”etition. Limiting supplies which Is the key to the malnten”ee

rag".:lirx.nmod,..s e «

rtich fArted now especially with the markets getung integrated
mjrs ~

% «
examined to ensure price stabilization.

Conunodity Boards for price stabiUzation

13 The basic obJecUve of and the

assure a stable and reasonable incoine to non
earlierconsidered a good mechanism L n potato to wheat The
inmany developed countries to look after com

under the BrlUsh Potato
Boaids with a marketing mandate, had control the volume marketed.
MarkeUngScheme. the Board could regulate produc interests of the

M ~kSng Boards were
Boards were constituted

In New ~aland. marketing Boards ctnan m 1936 provided
imducers. The Primajy Products Marketmg msulaUnfi them from the
k: purchases at guaranteed price ~ 'y , Boards were required to purchase
wigfirles of the export market. Some of the Mark g International market
all the production from the growers and market

M/and domestically. ~ mcestic

H. The earlier mandate of India’s Coffee 0“~ elJheTabload and/or in
PWuctlon, process the coffee and market the CM-----------------mooeeeeeeee

A Sidney Hoos U979).
=" Mshmg Company)



Tht growers were given an a.lvance against delivery and the
ornn~” n Though Indian Cotfee Boartl was mandated to
P re all the coffee produced, neither ihere was any price guarantee by the Boar(J
or any subsidy or help from the Govemmenr even during years of low prices: the
spared (he marketing botheration. The compulsory pooling system
th ~ h government In stages iind was given up a few years bark as per
e “shes of the growers, In the res( of the world also, the system of commodity
®acting as monopoly marketing organizations of the producers has more or less
n ~ven up. Now the growers in India are averse to Commodity Boards undertaking
any marketing functions, given the perceived inelTiclencies and the inbuilt constraints
innovative marketing that any bureaucraUc set up will suffer from.

the domcsUc market.

against

15. A Commodity Board with markeUng responsibility could act as an intermediary
0 el\en out the price realization for the producers by wiUiholding a part of the price
realization during the years of high prices and using the accumulated resources for
supplementing the price offered to the growers when the prices fall below a threshold

Zealand the support prices used to be guaranteed to the producers by
the Wool Marketing Corporation. Tlie Board used a combination of deficiency payments
~d market Interviention to maintain support prices. One aspect of the arrangement was
the retention of a portion of any growers' sale receipts that exceeded the government
specified trigger prices. Such a system might be effective and acceptable to the grower
community if the quantlUes and the quality of the commodity do not vaiy from year to
year, except marginally, and the variations In prices are not also erraUc, nor the price
cycle too long.

16. Theoretically, the commodity Boards could also operate a buffer stock system to
eVen out supplies and maintain the market prices. In practice however there could be
many problems in the operation of such a scheme. Apart from funds constraint, a
government or even a grower managed organization would face too many management
problems, were large scale operations to become necessary.

The role of International Institutions and other efforts

17. With the collapse of all ICA's, the growers of commodities have been at the mercy
of markets for quite some time. The International community, not even UNCTAD has
any plans in the direction of alleviating the sufferings of commodity growers or commodity
dependent countries. The only international arrangement Is the Common Fund for
Commodities established with the objecUve of Hnancing international buffer stocks as
well as commodity development through funding of specific projects. The Fund was
established In 1980 foUowing the UNCTAD ResoluUon caUlng for an integrated program
for commodiUes covering ten core commodiUes. The function of flnancing buffer stocks
has not been performed because the intemalional buffer stocks have ceased to exist.
Hence CFC has only been utilizing its funds for commodity development and supporting
commodity processing to meet the requirements of global trade and trade financing
development and assisting in commodity market development. As at tlie end of December
1998. CFC’%s nnanciai resources amounted to just US $438 million, including equity

shares.



IS The International Monetary Fund Introduced a scheme Jn 1963. to help
mrnodlty dependent countries facing temporary Balance of Paynjcnts difncuUles. The
ffApean Community has also been operating a scheme lo overcome the problems
jiy Afrtcan, Caribbean and Pacific states from shortfall In earnings from a~cultural
~orls (Annex lll). But all these efforts may. at best, help commodity exp<)rilng
Entries to tide over temporarily the problems arising out of volatility In rammodlty
rices. None of these measures would really benefit, except marginally, the Individual
producers In these countries.

»Q Price stabilization is now not even considered a desirable objective. A view

advocated by an mfluential section is that artincial control of the market and regulaUon
ofmarket prices Is neither desirable nor would be beneficial

. Hence there Is opposition
to the revival

of commodity management, notwithstanding the success of OPEC
in realizing higher totEd revenues on lower dispatches of crude.

Price volatlUty is a problem for the developing countiiea only

20 The problem of volatility in prices affects only the poor and the developing
rountrles The farmers in the developed world are looked after well by the respective
flovemments. Europe. Japan and US restrict imports of agricultural Items of Interest
5, them like rtce, suga. etc. and thereby ensure high farm to their
Producer prices for some key agricultural Items were guaranteed in US unUl rccenlly.
The Common Agricultural Policy of the European Union has established a price sup n
mechanism, which combines price support with direct Income Pavm~n”~- "
addition to the safety of high prices through Import regulations and high tarlJs. ta
riew of the huge resources available with OECD countries, they <»uW supi»rt th”
agriculture and extend subsidies to the agricultural producers to the

«on in 1998=nre access to the markets of the developed world Is

to developing countries because of such subsidies, besides high tarUTs ~ve'V t o "
rOECD”~celved m 1998 on an average US S U 000 and a

on an average US S 19000, Agriculture producer subsidy .s as high “
output in EU and 63% in Japanim 1998), The subsidies vary

paces and thus the farmers m OECD are not affected by

In the poorer countries. Moreover most farm households

some Income from non -farm sources. But In the~ve opi g

will hardly have any alterriate sources of income,

the resources to support agriculturists when the production falls
slump.

ofto

The World Bank Initiative

21, The World Bank realizing that the problems of A m” ntmiatlonrfTask
serious and are required to be addressed, had new,
Force IITF) on commodity risk management In n n

market based approaches to assist developing countries better manage

to commodity price fluctuations. — -

World Trade OrganlsaUon document G/AG/NG/W/14 dt 23.6.2000



22. The disrustilon .l Ik hilrr.mlk.ual T,i>k Force In lls preface brings out
Clearly Uic problem.s to iho <i<vck)t>«u« c-tndiUric.¥ on account of price volaUlUy - -jn
many of ihes.” (more than Uiy dc-vfloi)InK .'oimirics, umny of ihcm In Africa) commodity
producUon and tracJdr affci Us ih*> llvdlJuxid of millions of people, ihe governments' fiscal
revenue and public cxiK-iidllurc. as w il ah {he* couniry s trade balance, foreign reserves
and credftworthinc”ss. Poverty reduction ts a majnr objective in addressing the
challenge of coinimxitty risk manii®iemeni. Reccnt research has established that the
uncertainty generated from commodity price nuciuatlons hampers growth and is
associated with increases In povertv. laablUty to manage uncertainty makes It dtmrult
for fanners to plan ihetr crops, allocate the resources, obtain credit for Inputs and
It also weakens the ability of governments to maintain

even simply recover costs.
es and programs

a stable environmetu for domestic business and t0 Implement poli

to reduce poverty”

23. The members of the Task Force iifter wide consultaUons have accepted that with
liberaitzaUon. the small scale producers face the full volatility of international commodity
markets with few measures to manage their risk exposure. It Is tlieir view that It
Is not possible nor desirable to eliminate price fluctuation in commodily markets;
neither it is sustainable for governments or multilateral agencies to interfere in market
mechanisms to suppress price changes.

24. "nie view of the ITF is that the risk management tools that markets themselves
provide and allow the producers and commercial entities to reduce the revenue
uncertainty tliai results from volatile prices, could provide market based price guarantees
to prixlucers.

25. The consensus conclusion of ITF is that there is a need to bridge the gap between
the proViders of risk management instruments and the entities in developing countries
that lack access to these instruments. TTie recommendation rests on the assumption
that what best can be and needed to be done to help the developing countries to
mitigate the iU effects of violenl fluctuations in commodity prices is to establish a
mechanism which will facilitate the local entitles (banks, traders, wholesalers, co-
operatives etc) In commodity dependant countries to benefit from the resk management
tools provided by the commodity futures markets. The objective is not to insulate
the producers from price fluctuations in the market but to reduce the uncertainty.
The basis for this recommendation Is that the entitles in the developing world have
little or no access to price risk managcmejit instruments In tlie International markets
particularly for agricultural products.

26. The ITF has therefore recommended “International Intermedialon” on the rationale
that access to risk management InstmmenLs and the development of risk manageniont
markets to aall potential will allow a degree of insurance against commodity price risks.

27. The World Bank has always been a strong advocate of (he virtues of futures
market®. The 1996 World Bank report "Managtng Price Risks in India's Liberalized
Agriculture: Can futures market help?" - also notes that futures market would have
contributed to price risk management bui for restrictive policies.

6. Andrew Schmitz (1984) Commodity Mrict; Stablll>aUon- The Theory and ita' ApplicaUon. forlct
Bank Staff Working Papers 668.1



28 The proposed schcme of ITF Is expected to work as follows;

A co-operative of producers or a Commodity Board wishing to purchase a price

nee corvtract will approach the Intermediary to help out and share the premlunL

*A*mtcrmediary lit turn will secure the Insurance but will be able to obtain the

rancc at a lower cost and also provide or arrange to provide credit etc. In the

the sale price goes below the agreed reference price, the co-operattve or the

wuUl be able to recover the balance from the insurer and in the event of the

nrice turning out to be better, take advantage of the market. The benefit of

Inlermedlatlion is simply that price Insurance or the access to futures

B easier and will be less costly than what would be possible without the Imemational
Intennedlary.

oD The ITF proposal as acknowledged In the report Is not meant to address the issue

I"he problem of price Instability. The scheme would leave m~ket price volaUUly

Unaffected and would only reduce the uncertainty associated with that level of volatlUty.
~ATscheme will ensure that the farmers or their associations gel an assured price

the commodity futures market quotations. Thus the scheme Is not me”t to
Safwlth the problems associated with the secular commodity price trend but only
deal ivIUi protection against short term volatility.

30 There is no doubt that futures markets apart from providing for price di*vejy

thp advantage of hedging will help to stabUlze prices to some ~tent, A rise or

eilect on prices of commodities.

31. Futures trading is not - - “
and managing commodity futures

trading exists for coffee and pepper and f
in the near future.

p"irar=m es"Tur!
iJinS. in natural rubber is Ukely

Exchange of India mosUy foUow
The quotations in the Coffee Exchange o”

the quotations in New York Coffee However, the use of these
IntemaUonal Financial Futures and Optl

[l g IncUnatlon
opportunities m India Is limited and It is ~ubtfuUhaUn n n

to benefit from this tool will grow (Annex. IV).
that such instruments will guarantee in
of a premium but at the same time the gro
market price if that were be better®

, against the pajTnent

. iake advantage of the

envisaged by ITT will help

el Incidental benefits also, no doul”

credit and Hnanclng because of guaranteed
price realization.

32. In the ITF report there is also a

ihe producers to divereify the cropping patl P
Ais option wlU not be available to producers oi
how in two countries market based

But it is acknowledged that such efforts are limite

~ more in terms of improved credit access.

~  report quotes

...~n'uscd to benefit growers,
coverage- The benefit



33. fhe umrdd Bank/JTFs proposal thou™li InleresUnfi wtU nof address the major

probicns of ensuring a minimum return fo the growers. This Is not lo say lhat. futures
On the contrary, futures markets have

tradlHg should noi be developed or promoted.
The National

to be strengliicned in lenns of Insttmtlonal and structural capability.
AgriculturalJ Policy says clearly that “the govenmient will enlarge the coverage of
futures markets lo mininiiTe the wide fluctualions in commodity prices as also for

hedfjing their risks, TTie endeavor will be Jo cover all the Important agricultural
products under futures tradUig In course of time.”

34. However the development of futures ixading will take time and it is unlikely that
~nefits from such strengthened lutures markets can be expected In the near future.
The developmenl of confidcnce In futures will be a vejy slow process.

The problem of price volatiUty

35~ The oanunodlly producers In lhe developing eountrles need to be protected from
~d ~ ety net provided against, extreme and violent Huctuations In market prlees’
haslz . 3 that the vnlnerabUily of the poor to price fluetuations
hasJ~sed esthe DberalizaOon of the markets has shirted price risk from governments
to small producers (and consumers).

support measure Is to ensure reasonable Income

stebilUv"to
™ benefltting the consumers from ..ild OuctuatJons in
3uppr.:=er." rm* t ™ r r
in.egr.tton .t~ the Mrd e:no;,Tm : rtlT s T rk V r .Im
N

out of alignment with the world prlees This Is not to

t-rz :rr

= ir — r,
= r —
37. Tlie problem In respect of many commodities is the volatllilv r
toyear. The following Table 5,2 gives the prlees of some of the ,r
PlantaUon commodities

during the past one decade,



Small Cardamom Coffee Spot Price-Average Pfatural Rubber

average auction ICO Indicator price RSS IV domestic
price In cents/lb price IKoltayani)
In Rs/kg Arabics Robusta In Rs./kg
251.67 89.15 54.99 2129
1991-92 267.92 84.97 49.80 2141
100243 465.37 63.60 43.63 2550
1993-94 340.06 70.07 53.50 2569
77295 255.38 147.87 119,46 3638
1995-96 201.58 149.36 126.80 52tM
1996-97 365.82 119.34 82.31 4901
2997-98 276.44 1.84.99 80.59 3580
1998-99 567.52 132.22 83.89 2994
17-2000 487.42 101.45 67.63 3099
10 years 347.92 114.30 76-24 3280
Average 1

Note: Coffee Is mostly exported; hence International prices which al30 influence the domesUc prices are more
rekvanl and are Indicated. The data In the case of cofTce is for calendar year the figure shown against
1990-91 Is for the calendar year 1990 and so on.

38. It may be seen that the average price realization has been fairly satisfactory in
respect of the plantaUon commodities but there have been ™de variations in prices
from one year to another and that means variations In Incomes also. The benefit
of high Incomes In certain years do tend to get dissipated and even higher taxes may
have to be paid vrtthout any possibility of corresponding set off In the bad years. Price
variations from year to year can not be avoided due to various factors Including supply
disruption not only wlUiin the country but elsewhere in the world or bumper production
or sudden change In demand. The Issue Is whether a compensatoiy mechamsm can
be evolved to even out. to some extent, the Income fiows to the producers.

Approaches to price stabilization

39. A study of the different measures adopted In the past

so far to realize the objective of price and Income stablUzaUon indica es ' cvDoris
available are. controlling producUon. regiilating market supplies, taxa ion

coupled with compensatory payments or straiglu subsidy.



40. This melhod has been eraployrd in Ihe past lo control supplies and {herch_v
mriucnce ihc market prtces. The Inlemarinnal Tea Agreenicnt provided for strict
regulation of prodiiclion: it even cast a responsibility on the member countries to
regulate new plantdng/replanting. Some of the earlier Marketing Boards Ui the developed
world had the authority to control acreage and production like in the British Potato

Marketing Scheme. The Tobacco Board of India recently decldcd on a crop holiday

as a measuns of controllln;? production. However, such a measure may not be possible
for most of the commodities and definitely not for tree crops. As regards annua] crops

also, though perceptions and expectations about market prices do influence the
decisions of growers to plant a particular crop, say chilli or cotton, such opUons may

e limited and confined to situations where possibilities of growing more remunerative
aJtematlve crops are available. Anyway statutory control of production is not a
~cUcal proposition now, nor possible in tlie case of commodities like coffee or natural

Regulation of supplies

R=guJaUon of market supplies Is another method of mnucncling prices The
5“ A<=m"nt achieved this objective through quotas. The current
Countries Is based on tl,e same logic

41

“ Irl T
Bﬁ%rcctsluﬂ H? aye%raang I{he surpl\]s Is not expected to persist but wuUl set a&‘f\ﬁ@@?f

i?7Ter 0“:d d ~ “*=elssi;p ?

and problems In managing excess suddlip¥ m ih brought out the difflcuUics

of regulation followed in the International Natural RubbT iT "

buffer stock to temporarily Impound the cxcess suddlv and
to demand. In such cases. If m the medium thereby adjust the supply

~ntracted to the leve, of demJd. t
huge resources may not be able to achieve theobjective of rb IIS~A” trp~rifveT

07.1 ~ 3 '

42. The efforts of the Government of Indin

a buffer stock of natural rubber could not be sustained feTonf,"
pick up which was hoped for. did not materials -Th T n

not succeed In improving the price level If the exress sunnl

2,3 years, especially In the case of commodlUcs wMch cann«
as natural rubber or coffee. cannot be stored for long, such



XaxatioD coupled with compensatoiy payments

43. Another method of stabilizing prices of those commodities whk-h arc mostly
exported Is to levy a tax/cess on exports when export prices rule high and to subsidize
the exports with a subvention/subsidy when prices fall below a threshold level. When
cjcporters have to pay an export tax they will in turn reduce the domestic procurement
price as the export prices will be determined or Influenced by the IntemaUonal price
levels and not by domestic prices. As a consequence the procurement prices In the
domestic market will be lowered. Conversely when the export prices go below a
threshold level, an export subsidy/subvention can be ~ven. The expectation is that
ihe exporters vrill definitely take Into account the subsidy/benefit or the supplemental
distance that they will get on export and accordingly pay a higher price for the
commodity In the local market to the extent of the subsidy/benefit.

44. A simple model of such a system would be as follows. If the export price of pepper
were to go above say Rs.200 per kg. then the export tax could be levied and collected
at the rate of Rs.20 per kg and if the price were to go down any time below say
Rs.120 per kg. the exporter could be given a subvention of Rs.20 per kg. In the
former situation the producer price wlU be reduced to Rs.180 per kg but in the latter
case, the producer price will be up to Rs. 140 per kg (subject to adjustment In all cases
on account of transport charges, taxes and other costs). The variation in the domestic
market prices would be narrower. Rs.40 per kg only which, without the tax/subsidy
nsgime would have been Rs.80 per kg.

45. Such a system of export tax and export benefit will be easy to operate as the
number of exporters will be few and such a scheme will be transparent. Further
such a system will ensure that the foreign exchange earnings do not come down but
at the same time help the domestic consumers to get the commodit} at reasonable
prices even when the international prices go up. The European Union Regulations
provide for levies to be imposed on exports. During 1995/96 when world cereal prices
were high, export levies have been applied i.e. export taxes. European Union
Regulations in respect of sugar also provide for export levy when the world market
price of sugar exceeds the EU intervention price.

46. The scheme of export tax/subsidy will bcnelltthe producers ofthecommodity
only if certain conditions are met.

a) Tlie nature of the scheme and the benetlts that wiU accrue to tlie growers are
well understood so that the growers may nol be deprived of the opportunity ol
obtaining higher prices than what in Uic normal course would be warranted by
the export prices.

b) The conditions which will attract the ta.x and subsidy provisions are also very cto;
e.g. the number of continuous days the international price shouldremain above
or below a certain level lo attract the tav orget the benefit "
conditions should be clearly laid down and the operation of the schcme shook
be transparent.

C) Tlie commodity should be fairly homogeneous without much
or brand preferences and extensively traded In the ‘
price quotations are clearly available. For example tea may no e



a scheme in view of iJie wide variations {n the prices on account of variations

in the qualify of the producc of differenl estates etc.

rhe prices uliich will serv'c as the reference prices for deiermlining the tax leviable

d)
or the benefit jwyable shall be free from the fnflucncc of speculators and should
not be capable of being liifiuenccd by either the traders’ or the exporters' actions.
For example for coffee, the relerenee price could be the New York Coffee. Sugar
& Cocoa Exchange price quotations.
ej Tlie number of players in the business l.e. the exporters should be lai*e and the
The ralionale of supplementing low export

competition really fair and extensive.
prices is that the exporter will take the element of subsidy/benefit into account while

bidding for the commodity in the local market and that fair competition among the
exporters wiH drive up the domestic price to Uie extent of tlie subsidy and thus the
benefit of the subsidy will get passed on to the market and to the growers.

the full export

i ~ n export

wthout disturbing exports, will help to cool down the local market and domestle
whe~fte export tax thus is a better alternative to banning the export

47.When an export  tax Islevied,the country willconUnue to realize

comn.ir,ty Airrc?unt”

P'A* Stabilization.Markets being not

™ wherS“®H """ onto the

mrmMmm

are not exported. say”~ltu$S
stabilization of p«,s. in the case of say. eolfce or pepper o~~ton

50. Government of India levied a tax on coffee exoort

when the export prices were quite attracUve. A stSTfover”
by the government but it was aDDroDrlatPH tn tn® ,, Rs.400 crores were coUecled

rollecuon been put into a Price StabilizaUon Fund thenTfSIvT "hr'
have been available to help tlie growers N sizeable amount would
expotlcrs eould have been given

exported

and definitely that beneOt would have percolated fpin th
helped the growers to realize better prices Autom-.ii n

domesUc market also would have been to that extorhfh .
to the growers. extent higher, bringing more benelll

auction prices and



51 An export lax scheme and subsidy by way of refund when export prices go below
a prescribed threshold ieve! Is one method of stabilizing the prices but suitable in
lhc case of a fairly homogeneous commodity like coffee whose export share of
production is fairly substaulial but share of world trade Is very small. Even for pepper,
sugar, cotton etc, perhaps this scheme may be possible. However the application of
such a scheme may be possible only in a limited number of commodUtes.

Income supprot to growers

52. One method of safeguarding growers’ income is to give straight subsidy to the
growers when the market prices go below a particular threshold level. The MSP Is
a variant of an Income support measure as the support price guarantees a minimum
price, regardless of the market situation. The grower may need to avail the benent
of MSP only when the market price falls below MSP. But under the scheme, the
growers will have to sell the commodity to the government designated agencies, if they
wish to avail the benefit. The government agency will also have to take on the
responsibility to store and market the commodity. MSP may be appropriate in cases
ofessential articles which anyway government may like to procure for public distribution.
However under the income support scheme the grower can be given the freedom to
dispose of the produce as he likes but he can nevertheless be given a subsidy amounl
to make up for the shortfall In his price realization due to a fall In market prices.
But such a price support scheme will be expensive if the benefit has to be extended
to many commodiUes and especiaUy if the possibility of the price falling below the
threshold level Is high and frequent. But such a subsidy scheme to make up for
the shortfall In price realization i.e a straightforward income support payment, may
be a simpler and much more cost effecuve way of helping the growers than MSP
operations, for commodities other than essential articles.

53. RecenUy. government of India Introduced a limited income support schen« for
small tea growers in Nilgiris when the market price fell below a certain level, -ftere
have been and will be problems and dimcuities In the ImplementaUon of such a scheme
especially in ensuring that the benef.t goes only to eligible small growers and in avoiding
bo~s dim s etc. Bui these are issues which can be tackled through appropriate ways,
so long as the operation of the scheme Is limited to a few thousand grower” However®
an income subsidy system will be an expensive proposition if it has to be

to cover many commodities as huge resources will be required and may not be
affordable.

54. All the above measures of price and Income stabilization have one lacunae ,,
the other. Controlling production or a buffer stock operation arc not'Jhe ~

of practical posslbiliilcs. Export tax coupled with a «g.me may not & JosaWW\
except in the case of a few predominantly export oriented “*“" “ f ‘

best an imperi-ect system as it may not be possible to ensuj” that

get the full benefit of the subvention/subsidy that will be given to *
straight income supplement scheme will require large resources and there rray be
many pracUcal dimcuities and lapses in the actual

These various measures have lhelr limitations. Some methods will have operational
dimcuities,



Protection to growers from price volatility

55. However price fluctuaUons even extreme volatility In prices Is a reality. Itis necessary

lo give protection to the growers from the vagaries of the market. While it may not be
easy to Influence tlie price levels {release of bulTcr stocks in the case of cereals, export
tax In the case of some export commodities are some possibilities) it should be possible
to help grower to realise reasonable income when the prices fall to very low levels, The
ITF proposal, as discussed above, may be helpful in some cases. Wlille the market
based instruments may be flexible and efficienl, the growers would want something
better - not mere guarantee of a price based on quotations of futures market. Growers
would want In a bad year, when the prices fall below a threshold level, that they are
One possibility Is a price Insurance scheme which

given supplementary price payment.
can ensure this objective, mostly with growers contribution by way of annual premium,

56. The purpose of the scheme would be to help the growers to overcome the adverse
consequences of unexpected and large price and therefore Income decline In any particular
year due to reasons such as a drop in international prices, or unusually excessive
production in any year etc. The scheme may not be able to assure a price level not
sustainable over a medium term. The demand supply factors will influence the market
prices and hence the objective of the scheme can not be to influence the price levels but
only proVide for income denclency payments (n the event of unexpected steeg fall In
priccs,

57.Such a scheme may have to be self supporting as government may be able to
provide only marginal assistance for such a price and Income support proposal. That
means In the normal circumstances the premiums to be collected from the growers
supplemented by whatever resources that can be generated from the Industiy and the
MUe contribution from the govenmient should be able to support deflclency payments

necessary

'Ze °T f
” “-Sinally, barring excepUo”Z

¢c ou | f~

OutUne of a Price Insurance Scheme

59. A grower who wishes to parUcloate m th, s
required to lake out a price Insurance policy and pay f
insurance policy will assure him a compcnsaloty payLnt if th,
a particular threshold level. Assuming that for nZr,
of RS.35 per kg has been detennined uLer thrpoll.™
Rs.30 per kg the insured grower would be entitled to
goes higher than Rs.35 per kg he will ge, h~to

grower will only lose the premium that he has oatH
paid at the beginning of the year

T

T h



«n  Tills Is Bl simple example and many details will be invotvKl and may have lo be

taallzed, such as the basis of determining the threshold price, the premium amount
oavable. the manner of ascertaining the reference price which will he the basis for
determining the eligibility for claims, the minimum period of enrollment under the
scheme before a participant may bccome eligible to receive or entitled for any benents.
and many other details.

61. One more example may bring out the different features and the possible safeguards
that can be built into a feasible price Insurance scheme. An arablca coffee grower
may like to take out the Insurance policy for 5000 kgs; the guaranteed price determined
hcinfi as RS.70/- per kg on the basis of the past five years' average prices. Under
the scheme the gro"™' “ouW *>=reqi-red to subscribe to the scheme atleast for one
vear and in addiUon he will be obliged to pay the premium for the second year also
before he could become eligible for any beneflt under the scheme. The reference price
for detennining the eligibility for claim could be 15 days' moving average price during
the reference period January -April: the deilciency claim will be payable only if me
moving average price falls below. 70 cents/Ib for 30 days continuously during this
ne”rod me Smpensatlon then would be Rs.5 per kg, (i.e. Rs.25.000 in this case)
frTc average price falls belov, 65 cems/Ilb and Rs.IO per kg (i.e. 50,0W to the grower!

If the average price falls below 60 cents/Ib for 30 days contmuously.

No comi”~nsation
shSl STayaWe

if the moving average price does not fall below 70 cents Ib for 30
“unuous”~s during the period January™April. Tlie grower will be ft*e to sell Ws
coffee at any price and at anytime. The policy will ensure him a minimum Income
i.e. market price plus the insurance claim.

62 The objective of the price Insurance scheme is not stablisaUon

r"'~A e L'em c*irorained above may not look on the face of it attractive to *e

growers, but is better than not PAANC.ONAGANSEANANANAAN price.

hel*JJith much resources, only a modest scheme can be considered,

“ L: odlUeVsubJect lo fairly 1"gc tetrJ nTmlis”
to year but -.age pri« »Nnly help tltrough lhe
r ~ r r :ra%rH U n of

high for reimbursement
Through such a
retie

~we to realise a reasonable Income,
below the threshold level.The operation of the
an”g”ovLment subsidy except In exceptional clrcums.nces.

65 For lhe schente to be viable, Ihe following conditions n ™

1 Tlrere should be even chances of the prices ™llng above the threshold level.



2. The commodity has to Ik fairly liomoflcnous: al Icnsl om; leading grade/variety

nmsl ihe price levels and the prices of all other gradcs/varletles must move

In Jandein.

66. n>ere may be a criticism that there Is really no benefit to the grower from the
scheme if all that Lhc scheme seeks to achieve Is to fake away a portion of the price
every year by way of premium and return tlie amounts during bad years. It has to
be realised that witlioui support from the government or subsidy, any form of inconic:
support to the growers lias to be paid for by the growers themselves. The price
Insurance scheme only seeks to achieve this objective. Any insurance only spreads
the risks, in a price insurance scheme the risk is spread over a period. In a normal
insurance policy, the premium is collected from a large number of policy holders but
the unfortunate few get the compensation. In commodity price InvSurance, the
compensation would be available oiily in bad years: but most of the policy holders
would get the beneQt: or none may get any compensation in a year of good prices.

67. rr ail that the proposed price insurance scheme seeks to do is to literally pay
back to the grower in some bad years tiie premium amounts collected over a period
of Ume. it may appear that the grower may be better off operating a self insurance
Mhemc. There are many reasons why an independent Insurance scheme |Is better.
One reason is that self Insurance discipline is simply dIfllcult to practice.Secondly an
insurance agency will be able to spread the risks. Invest the funds wisely and thus
able to offer better terms. Most important, perofcsslonal insurance may be safer if
unfortunately the misfortune of low prices were to persist for a longer period Some
government assistance may be possible In such circumstances.

There «uld be some criUclsms and skepUeism about the benefits from a price
The growers may perceive the benefits to be inadequate especially
If the averaT 'r.cT of the

6a
msurance scheme.
if the guaranteed price were not really satisfactory.
commoAty for the last 5.6 years Is the basis for the determination ff the threLold
price® ~ter malung due aUowance for mnatlon, then perhaps the growers may be

~satlsned, It needs to be explained to the growers that the objective Is L t to guarantee

IthanrTT** T "
explained that

payable every
roP MR g s

during the years the prices fall below the threshold level
uf the guaranteed price has to be higlier. then the nremlum
year may have to be also higher. It needs to be exnlaL” H
safety Insurance payment when compared to the assunnc

price cveo- year especially as the r«| value of Se sw LT
be receiving In a bad year will be higher. shortfall amounts that they will

Tliere could be some reservauon about the practical
example, there may be a criucism that there coidd h,.
or .tgglng of the market price. Obviously the market price 'to

pnce to be chosen as the reference-

r .
“f ‘hescheme. For



price for determinaUon of eligibility for payment of claims has to be outside the Influence
of speculators.

69 There could be a criticism that the price behaviour of different grades of a
ccMiiniodlty. say coffee or natural rubber may not be the same and if the price of
a leading grade or even a composite price of a few grades is taken as the reference
market price, the possibility of some grades fetching market prices above the reference
price and still becoming eligible for Insurance may be there. Conversely some grades
may not be getting any benefit even when their market prices fall below the minimum
threshold level if by chance the market price of the standard reference grade do not
fall below the threshold price. There could be some such stray Instances of difficult
cases but to cater to each individual grower problems, it may not be worthwhile
complicating the system. May be one way out could be to ask the growers in such
stray cases to deliver the commodity against the claim of insurance and take the
assured price rather than meet the shortfall in price as per the insurance policy
but any insurance agency acquiring the commodity will encounter many diflicultles.
There would be disputes about quality, there will be problems of storage and eventual
disposal. Hence it may be a neat system to pay a compensaUon as per poUcy against
claims on the basis of a reference market price and leave the growers to dispose of
the produce as best as they can.

70 Some practical difncultles in the operation of the scheme can be envisaged.
Growers may agree to Join the scheme during the years the market pric” are
depressed and many demand compensatory payment in the same year. This difficulty
can be avoided as explained in the coffee example, by prescribing that eligibility for
claims will arise after one year of Joining the scheme and only after the payment
of the premium for the second year. Such a condition may act as a disincentive and
make Uie scheme a non starter but then the scheme needs to be marketed Perhaps,
the government may help to popularize the scheme by agreeing to meet half the
premium payments for the first two years.

71 There can be a few other difficulties In Initiating such a scheme. No Insurance
company may be willing to take up the responsibility of offering a price insurance.
be” g B new area for them and new concept also. Tlte experience of crop Insure
has also not been encouraging. But Government may have to entrust the

to a public sector Insurance company inlUally. TTie private sector Is being

to enLr the insurance field and may be some private sector

interest In the area of price Insurance also In the future. Initially even a Commodity
Board could operate the scheme on a pilot basis and test the usefulness as well »
the operational problems and on the basis of the experience gained, refine the scheme.

72. Tire fbtatlon of the premium amount may be a problem, ~e
and the bencflts will be obviously linked. The level o premium

-rrrd ~ X rrr-rrr*“ ‘h7.« rie .rr postbir



acceptance of the scheme by the growers. Government as proposed earlier could
subsidize the first two year's premium by say 50% to reduce the cost to

Tlicrc may be crttlcism Lhat such assistance is nothing but a subsidy
Also the

perhaps
the growers.
but surh help to growers Is compiatible wllh our international obligations.

amounts lhat the /government may have to spare will be .small as such assistance
may be necessaiy for only 2.3 years fn the Initial period to make the scheme popular.
As a price insurance scheme will be of great benefll to the growers. lhe small subsidy
that may be Incurred will be delinitely worthwhile and Justified.

73. It will be necessary to ensure Lhat the traders do not get the benefit of such
subsidy. This aspect can be easily taken carc of by making the scheme applicable
only to small growers, say holding less Lhan 10 ha. or even less area. Since records
of all holdings are available, it should not be a problem to identify eligible growers
who can be Issued the policy. Further the maximum value of the benefit under the
Insurance poUc>' can be limited to the estimated production of each grower based on
his holdings multiplied by the average productivity of the crop.

74. As the objecave of a price insurance scheme is to help the small growers, the
Insurance scheme may have to be restricted lo small growers only, atleast Initially,
~en the large growers may be encouraged to adopt the self insurance opUon. The
large growers can be given the option to set aside a portion of profits at the same
rate as applicable to small growers and keep the amounts In a Price Stabilization Fund
perhaps deposited in a designated financial institution. They may be permitted to
Withdraw the amounts during the years the small growers are permitted to claim
insurance compensation. Such a facility can also be permiti;ed to large tea companies
as It may be difTicult to introduce a price insurance scheme for that commodity
because, an independent determination of market prices Is dimcull in prucUce in the
case of tea. In such cases self insurance may be the answer. For example tea
companies may be permitted to set aside every year funds calculated at a predetermined
rate for every kg of lea marketed by the company into a price stabilization fund- the
a designated nnanclal Institution.

Drawal !vom the fund may be permitted for every kg of sale at a rate as may be
determined by the government in those years in which the prices fall below a threshold
‘he threshold price levels need to be

The tea companies may welcome the opUon provided tlie

evolvrf after discussion.
Atplent

t~rsfer to the price Btabillzatlon Is permitted to be treated as an expense

ih ~ percentage of proflt as a Development Reserve for
use by the company for designated purposes. TOe transfer to price stabilization fund
coH d be treated ~orig similar lines. Of course only tho.se compiles wholl-rsubrct

fxtrde~To trL t« o r

1. Should be possible to offer separate price insur-anoe fortoe dlfcem ,ua”erfof

r h S J ;.,rp 4 T NN Policies”;,rrifilt



The administration of a pricc

Insurance scheme may become expensive and
conomical If the acceptance

Is not widespread. However If a large number of
"A"wers Join the scheme and the Insurance scheme extended to a few commodities,
Se*cost of administration could be conslderaly lower.

price StttbUlsatlon Fund

77 There have been suggesUons that the best way to help the growers when prices

Lli below remunerative levels isto pay them a direct subsidy: and for this purpose

titiite a Price StablUsaUon Fund forcommodIUes. The proposal Is that government
™ v determine the lower and upper price band for the target commodities and If fte
rrice falls below the minimum level extend a subsidy to the growers ‘vhen t»
price goes above the maximum level, coUect from the growers a cess which could be
ploughed Into the Price Stabilisation Fund.

78 Though the suggesuon appears simple and rational

, there wlU be many pracM
dLiileslIn the operation ofany such scheme

. TTre minimum price however carefuly
flxed may be considered Inadequate by the growers and pressure

lem Tent to improve upon the price. This was the expenence of the government
m the case of tobacco and some other commodities.

-be?rsr:u:S erofstT :Lre rj* 3%mMm/aA~""
the number of growers exceed a lakh.

80. ™rdly it may be almost impossible

the upper band. Assessing the practlcal problem In collecaon.
for a huge administrative set up and there W|U be pracuc” v

81.

TeerwUrjl

Fourthly toe Onanclal burden may be huge, especially if the prices stay depressed
for a long period.

82. The creaUon of a Price

It may be a good idea to create” success of the proposed priM
a Fund may be useful and may be y "y the growers may be subsidised
insurance scheme. A part of the P« '~ “"JAAfi%7m modly lasts for a longer tir®
out of the Fund. If the run of operation of the scheme may
rreo“a ~ 1n1ufh%” B "y be useful to tide over a dIfllcult peric..

for'each commodity. Such
a

83. A Price stabilisation Fund can be
coUected from the industry. ITie cess
of coffee and tea for

cess IS already high but a PO~O" “f

fZdr. me tacldence of
can be easily diverted mto the

expenditure.
Price Stabilization Fund by effecUng e
84. Export tax in a good year f ploughed into
of coffee, pepper, cardamom etc® M| p

contributing at the rate of
Tea Industry can raise some

the auctions.

resources in same marmer.



85. The major problem wiU be that growers may opp>osc a common I*jce Stabilisation
Fund applicable to all commodIUes. Coffee jjrowera may not like the proceeds of export
tax on coffee to be utilized for Uie benefit of growers of other commodities. Hence tlie
Price Stabilization Funds may have to be specllk to each commodity, and utilised for
the benefit of the growers of that commodity only.

The utilisation of Price Stabilisation Funds may have to be judioiously underlaken.

86.
it

It may not be prudent to use the fund to give a straight subsidy to growers as
may be veiy difRcult to administer such an income subsidy scheme. The more pracUcal
approach will be a price insurance scheme as proposed, as there Alll be contribution
from the growers also, ft Is only fair that a grower contributes to any scheme which
will help him In distress years. Especially if a grower receives good prices during some
years, there Is no reason why a small porUon of the higher prices realised by him
can not be spared by him for his own benefit during the years when the prices fall
to distress levels. The advantage of an insurance scheme is that it will be easy to
administer the Income support measure and the nnancial burden on the government
if at all, will silso be minimal.

87. There may be a criticism that while the resources for the fund Is collected from
the industiy as a whole, the amounts would be spent for tlie benefit of a few growers
who may opt for the Insurance scheme. The answer could be that the scheme Is open
to A small growers. Most of the growers would have to be educated and Induced to
avail the benefit of the price Insurance scheme.

Conclusion

To sum up, the growers of commodities definitely need protection from volatile

88.
prices unpredictable price nuctuations. A grower faces production as well as price
nste. The crop insurance scheme Is expected to take care of the production risl<

. . o . . ‘n the developed
world, lack of resources will be our major constraint in helping the growers with
ncome support measures when the prices fall below uneconomic levels. However
™ measures that will ensure reasonable
income stab lity. There are many ways of providing the shelter to the growers MSP
tenelit may be a better opdon for certain commodities. Straight Income subsidy mav
~ nec”sao. In extreme cases. A price insurance scheme may Lone n’ ft~ ofhelpz
the growers of soine commodities. This can not be an universal measure as such
a scheme can not be operated for many commodities like tea or in cases where the

ve~NtLS or'SA.tse onem o ‘he commodiiy, like

89. The other methods such as controlling production nr i,
influence price levels are not practicable and can be ruled out A direct subveTuon
be possible and may be necessary in extreme cases but cannot be the nor” S h

to help the powers, “e Insurance scheme proposed b~ the tale ~ Z R
is one way of addressing the problem but the scheme will only reduce the un”rta”t!
assoclated~th the price realization but will not guamntee | reasoiiabt nrtcTto h
The proposed price assurance scheme will guarantee a minimum w

income, but then the grower will be conwluUng

growers. u
year and thus ensure a minimum



f the resources required for operating such a scheme. For some commodities
It* coffee natural rubber, pepper, even cotton, chilli, pulses etc. a price Insurance
Seme may be one possible method of atablUzflig. growers' Incomes.

details of any new.scheme Uke U«s wlU have to be worked out and refined
ver urae on the basis of experience but a beginning can be made on a pilot basis
a commodity like coffee or natural rubber.

Q1 Aonce insurance scheme will be fully in line with the National Agncullural
o iinv which declares that "endeavour will be made to provide a package Insurance
M cv for the farmers, right from sowing of the crops to post harvest operations
including market fluctuations In the prices of agricultural produces".



No. 1-21(2)/2000-06tM
Government of India
Ministry of Coinmerce & Industry
Departmenl of Cojumerce

Udyog Bhawan, New Delhi
September 27. 2000

OFFICE MEMORANDUM

Subject: ConstituUon ofOne-man Commtttceto undertake an in-depth study of the
functionUig of tiie Commodity Boan3s,

It has been decided with the approval ofConjinerce & Industry Minister to constitute a One Man
~mmlttee under the Chaimianshlp of Shri P.P, Prabhu. Ex-Secretaiy. Department of Commerce
MInlsb>'ofCommerce & Induslrj-- to undertake an tn-depth study ofthe functioning of die CoirmiodUv
~ards under the adminlstraUvc conU”I of the Department of Commerce, viz.. Tea Board. Coffee

Products Export DevelopmentAuthority and Agricultural
- ' -es for

2. The termsofreference of the study will be as follows:
| Review of the existing structure and acdviUes of the Commodity Boards:
il Rationalisation and re-formulaUon ofexisting or proposed schemes:
il Analysis of the esdsHng manpower
f~ew ofthe mandate of the Commodity Boards to determine the need for change in view
of thepoUcy initiatives taken in the post-liberalization period;
programmes and R&D centres of the Commodity

Shri Prabhu wtll submit his report within four months.
6. Shri Prabhu shall be given the fullest Dossihi**

Boards in the cxecuUon ofthe study assistance by all Commodit\-

t.~ b, »N* 0dg.,gofSh«Prahhuat™ p,v,desecretar,a,L,~o";p“

Sd/-
(Jtirthy Kumar)
Director

3 T.No.3016286

Chairmen ofTea Board, Coffee Board, Splces Board. Rubber Board, MPEDAand APEDA.
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International Commodity Agreements

The International Coffee Agreement

The earliest attempt to achieve international co-operation to overcome the problems
of over supply of coffee was an agreement by Latin American countries in 1957 to
withhold coCfee from the market. At that time the Latin American countrfes’ exports
accounted for nearly two thirds of world consumption, with Brazil alone supplying
nearly 50% of world exports. By 1959 some African coffee exporting countries also
joined the agreement. Subsequently, it was decided to establish a study group under
the auspices of UN to consider the negotiation of an Agreement, covering both the
exporting and consuming naUons. Thus the International Coffee Agreement was bom.
Most of the coffee producing countries and majority of the coffee consuming countries
became members

The Coffee Agreement was based on a system of export quotas for all producers
to member consumer nations. The obJecUve was to limit supplies to equal the demaiid
In the consuming country members In order to maintain the price Ime. During the
operation of the quota scheme, under the successive Agreements, many rellnements
were introduced to fine-tune the operation of the scheme. Imports by consumers
from non member countries was restricted through a system of certificates of origin
which were required to accompany eveiy import consignments. The quotas were
selectively adjusted  in response to changes In indicator prices of particular groups
of coffee. Tlie Agreement was renegotiated periodically and conUnued upto 1989.

By the eighties there was a shift m the world opinion which was veering around
to the view that interference in the operation of the market forces would not be in
Ihe long term Interests of either the producers or the consumers. This paradigm shut
in policy also contributed to die lack of interest In. if not open opposition to, the
economic clauses in the ICA.

The quota system collapsed in 1989 and the International Coffee Agreement
ceased to have any stabilizing eflect. though the International Colfee Agreement was
renegotiated and has continued since then without the quota element.

The collapse of the quota system was due to nmjor
system was effective, there was always surplus coffec. which
dispose of. to non-members. Such sales to non members were mosUy at a

as the supplies were large and chasing a limited n

of Intcr-group allocation of quotas. The preference for washed arablcasw ~ ~ |~
over the yea,” but a larger allocation to the group a. cost of “n

was posing problems. The consumers were against ‘he " AV

Which limited the supply of high quality arablcas. besides having to pay prices h.gher
than what were being enjoyed by non-member counUKs.



The IntemaUonal Coffee Agreement did help the producers to gel reasonable
prices for coffee for many years. The {ntemattonal prices of coffee during the years
lhe quota clauses the Agreement were tn operation, and the prices during the

subsequent years Is given below:

Tabic 5.1. The ICO composite indicator prices of coffee « annual averages

Year Other mllds Robusta
1970 52,01 41.44
1975 65.41 61.05
1976 142.75 127.62
1977 234.67 223.76
1978 162.82 147.48
1979 173.53 165.47
1980 154.20 147.15
1981 128.23 102,61
1952 140.05 109.94
1983 132.05 123.90
1984 144.64 137.75
1985 146.05 120.14
1986 194.69 147.16
1987 113.62 101.99
1988 137.60 94,31
1989 108.25 75.09
1990 89.46 53.60
1991 84.98 48.62
1992 64,04 42.66
1993 70.76 52.50
March 2001 65.95 31.96

.iXLexiirfuonaj uoiiee Agreement helped the coffee orodnrpr..
1989 onwards the producerT e7«l

tc *ccure go” prices for thelr coffees. Fron,
r )

on account of depressed prices. Prices got a boost In 1994 due to dIsmnti,
foUowlng a frost In Brazil and the situation continued all 1998. Thereaftr,Le3
have been coming down and this year the pHces have plununeted TOe

have again been put to serious losses. The steep fall m prices has bl*n

loss of billions of dollars in earnings and export revenues to eolTee exporting com«ries”



steep fall In coffee prices motivated the Central American exporters to

se some sort of new arrangement among producers. The conaensua that
ed was that a retention of a certain portion of exportable supplies would be
develope the prices. A coffee retention scheme was envisaged. Hie
have formed the Association of Coffee Producing Countries IACPq in order
e their concept of the colTee retention scheme. But there has been no visible
the move on the prices as yet, due to the overhang of the surplus stocks

jn the market.
the International Natural Rubber Agreement
Th,. intemaUonal Natural Rubber

Agreement was first negoUated In 1979 and
H (n 1981 and 1995.

The Agreement aimed at stabilizing the price of Natural
the route ofXffer Stock operalon. Tite scheme prodded for
, nfpLnUon price as well as floor and celling prices.
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and whether supp” ThaUand deciding to withdraw from the Agreemmt.
the major

~ termination of the Agreement and the Agieement has
r~dT SLfaTe” ofplLs. India was not a member of the Agreement as

It's share of the worid trade was Inslgniflcant.



International efforts to help commodity dependent countries

IMF Compensalory Pinanclng Facility

Realizing that dhe developing countries, especially dependent upon foreign exchange
earnings from export of commodities could lace temporarily serious balance of
payments problems due to a decline in export camlings. IMF began to offer financing
to countries facing such temporar>' decline in export earnings. The scheme called
Compensatory Financing Facility was Introduced by IMF in 3963 to help countries cope
with temporary exogenous shocks afTecUng export ean”ngs witliout resorting to undue
and unnecessary adjustment. A complex system of access limits and sub limits was
aJso developed, though over the year” the scheme underwent modi/lcalon. A contlneencv
element was established in 1988,

niembere of IMF have made use of the facility (amounting to SDR
874 Dbfllionj. 20 out of 28 members were middle Income countries. IMF, on the basis
of the experience gained, is examining whether to eliminate the CFF or altematlvelv

ImlIt the access to only those cases where balance of payments position, apart from
is satisfactory. While the CFF facility may help the

the t~poraiy export shortfall,
may be of no

countries to manage the Balance of Payments position temporarily, it
consequence to Individual producers.

European Community initiative

and forest products -and was meant to remedy the hannruf efr
Instability either due to slump in prices or droo In n ~

1975-1995 nearly ECU-3 B .IlIUrtJen trZ e ~ t
convention signatories and some overseas territories of EC

thet transfers were on account of a few maJo7 !°r2s coffee c/c
cotton.
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coiiee. cocoa, groundnuts and



Futures trading in India in plantation commodities

Futures tradIn!! in a commodity offers an opportunity to the partldpants to lock
In a pricc for the commodity months In advance of deUvciy and thus eliminate the
uncertainty about the sale price. Futures trading Is now available in India for coffee
and pepper, among the plantation commodities. Coffee Futures Exchange of India.
Bangalore (COFI) commenced operations two years back and the Indian Pepper and
Spice Trade Association, Cochin has been conducting futures trading In pepper for
nearly four decades.

The main benefit of futures is price discovery and the major advantage is hedging.
The Exchanges generally permit trading atleast six months forward and hence the
Quotations for future months wiU give a broad idea of the long term trend of prices
~d thus enable more informed decisions regarding sale and purchase. Also a grower
can take up futures short poslUon and be assured of payment at the conU”cted price
at the time of sale. Thus he can avoid the risk of possible lower prices. Of coursc
he may notionally lose if the spot prices were to go up at the Ume of sale/deUvery.

At present pepper futures are available only for six months fo i”
Is the possibUily of rolling over contracts at a price.

trading Is possible for 18 months ahead.

but mere
In the case of coffee, futures

There is very little Interest among growers in

futures tradingandverytew
exporters also take advantage of futures In India.

cost of other participants.

b) There Is also the perception that the Exchange prices ~e manipulated by

a few traders who dominate the trading In the Exchange.

While It may be a fact that the -mber of pAryer. I~ ~ ir o 7~ rrr
the prices are manipulated is not bome out vy ' Arinnai Financial Futures
of New York Coffee Sugar and Cocoa E*change/”~ndon InlermMAM
and Options Exchange (UFFE) quotations C p
Exchange prices have more or less been mfluenced by New Yortt ai
and move in tandem.

In the case of pepper there 1s no futures trading abroad.

c) There Is also the wrong .rotlon that the cost of trading Is high when compared
to the benefits.
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Growen”tf exporters can lake advantage ol the lulurcs trading only through
authorized traders who will naturaliy charge the customers a fee for the services. Bui
the cost of trading is not high. The total trading and clearing fees plus Interest on
the margin requtrcments has been estimated in tlie case of coffee, at less than half
a mpec per kg for 150 days and may be 75 palse for 270 days. The problem Is with
nittal margin requiremejiu and dally margin rcquiremenLs. which a trader has to put
In the Coffee Exchange. 11 Is Rs. 10.000 per (on for arablca and Rs.5.000 per ton

Since the minimum lot Is 600 kgs the fund requirements Is large. This
-n.e maroln

in.

mor robusta.
~ulrement makes trading an almost ImposslbUIty for an onJInaiy grower.
ulremfm

cho'"To E eq
Exchange Slven up as it Is meant to ensure that no default takes place In the

futurS’tid ~'Tim " and knowledge about the benents from
/constraints which have come In the way

ol growers taking greater advantage of futures to reduce risks.
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