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INTRODUCTION 

I, the Chairman of the  Public Accounts Committee, as authorised 
by the Committee, do present on their behalf this Seventy-Second Re- 
port of the Public Accounts Committee (Sixth Lok Sabha) on Para- 
graph 26 of the Report of the Comptroller and Auditor General of 
India for the year 1975-76, Union Government (Civil) relating to the 
Ministry of Civil Supplies and Cooperation on Import of Rapeseed and 
Rapeseed Oil from Canada. 

2. The Report of the Comptroller and Auditor General o f  India for 
the year 1975-76, Union Government (Civil) was l a ~ d  on the Table of 
the House on 7 April, 1977. The Public Accounts Committee (1977- 
78) examined the paragraph relating to the  Import of Rapeseed and 
Hapcsecci 011 from Canada a t  their sittings held on 28 and 29 Septem- 
lwr 1977. The Public Accounts Committee (1977-78) considered and 
finaiised this Report at their sitting held on 7 April. 1978. The 
Minutes of the sittings of the Committee from Par t  II* of the Report. 

3 A statement containing conclusions recommendations of the  
Committee IS appended to the Report (Appendix IV). For facility of 
reference these have been printed in thick type in  the body of the  
Report. 

4. The Committee place on record their appreciation of the assis- 
t:~ncc rendered to them in the examination of the subject by the  
Comptroller and Auditor General of India. 

5. The Committee would also like to stress their thanks to the  
officers of the Ministry of Civil Supplies and Cooperation, Finance 
(Deptt. of Economic Affairs) and State Trading Corporation of India 
for  cooperation extended by them in giving information to the Com- 
mittee. 

NEW D n m ;  C. M. !3TEPHEN, 
April 12, 1978 Chuirn~a~t. 

- -- .- 
~ h i t t a  22, 1900 ( S )  Public Accounts Committee. 
__ _ _  . _ -__-____ ^ _ -  - -- -- -- - - - - 

*Not printel. (Onr  cyrlmtvlrrl ropy laid an the Table of the Howc and five cop;= 
placed in Parliammt 1 . i b r a ~ l .  



REPORT 

CHAPTER I 

IMPORT OF RAPESEED INSTEAD OF RAPESEED OIL FROM 
CANADA 

Audit Paragraph 

Mention was made in paragraph 8.6 of the Report on Union Gov- 
ernment (Commercial), 1974, Part 11 a bout import of rapeseed against 
loan assistance received under the Canadian Development Assistance 
Programme for 1969-70 and 1970-71; the loans were for Canadian 
$33 lakhs and $65 lakhs respectively against which 77,500 tonnes 
of rapeseed were imported. The imported rapeseed was allotted t e  
the State Governments in the eastern region, mainly West Bengal, 
Assam and Bihar, for crushing and supplying oil through fair price 
shops. 

1.2. During 1971-72. 16,200 tonnes of rap?seed were received free 
oI cost as Canada contr ib~~t ion for relief of refugees from erstwhile 
East Pakistan (now Bangladesh). 

1.3. Consequent on discussion bet~veen the representatives of 
Ci~ l lada and India about Canadian asistance in the form vf rapeseed, 
Canada offered (Julv 1972) to s u p p l  during 1972-73 rapeseed worth 
Canndim $110 lakhs FAS at the port of loading as a grant; all ex- 
!,c.nscs for shipping, insurance. stoning. trimming etc., were to be 
twr-nc by Government of India. Before the formal offer was made 
In. Canada in J u l y  1972 an Indian company (The Indian Molasses 
Company P r i ~ x t e  Ltd.. New Delhi) wrote to the State Trading Car- 
p ra t ion  of India 011 8 April 1972 pointing out that considerable 
s ; ~ t f i n p  of  fcrv~gn e s c h a n p  could bc effected by importing rapeseed 
oil  instead of r:~pcswd and  s ~ ~ g g e s t e d  that. if necessary. the seed 
could bt. got vrut;\\c\;\ in Cannda, the resultant oil brought to India 
and the rnpcsccd oilcake sold i n  Europe. Subsequently, or! 25 April 
1972 the company \vrntc t c ~  the State Trading Corporation agian 
pointing out that "asking for lalce qu:u~tities of straight oil may not 
produce suflicient sesporlsc i l s  the Canadian crushers like to hedge 
their seecis supplics and nilcnlcc s i ~ l c s  and this would tend to push the 
price up. Coriseq~cnt l \  [ ~ n d c r  Canadian aid the best method would 
be to buv the seed nnd nrran<c s in~plr  crushing with contract with 
the oil millers." While considering the suggestion of the company 
it was held (28 April 1972) by Government that " . . . . . . . . . . w h a t  we 
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had asked for, and have been offered, is the seed and not the oil. 
Besides, import of seed has an inherent advantage in that it helps 
to utilise idle oil-milling capacity in this country and that to "follow 
the straightforward course of getting the import as rapeseed, as 
already arranged" seemed best. About 79,800 tonnes of rapeseed 
were imported against the Canadian assistance for 1972-73. 

1.4 In June 1973, the Canadian authorities wished to know whe- 
ther part of the grant of Canadian $150 lakhs for 1973-74 would be 
accepted by India as rapeseed oil. 

1.5. The economics of importing rapeseed oil in preference to rape- 
seed were then examined and it was worked out in JunJu ly  1973, 
on the basis of prices then prevailing, that on overall cost basis im- 
port of rapeseed oil u~ould have a price advantage of about $121 per 
tonne as compared to the net cost of oil (after allowing for credit 
for export of oilcakes) extracted in India from imported rapeseed. 
However. i t  was decided (July 1973) to utilise a portion 
of the Canadian grant for import of rapeseed (so long as rape- 
seed was being offered as gift) to meet the demand of certain eastern 
S~~ for utilismg the oil crushing capacih. In those States. 
Accordingly, 18.456 tonnes of rapeseed costing about Canadian 
$47.4 lakhs and about 13.969 tonnes of rapeseed oil cnstinq about 
Canadian $ 93.6 lakhs were ~mported against the Canadian grant for 
1973-74. As in 1972-73. all expenses for shipping, insurance, stowing, 
trimming etc. were borne by Government of India for these imports 
also. 

1.6. For 1974-75 Canada offered (December 1974) a grant of Cana- 
dian $ 90 lakhs for import of rapeseed oil and Canadian $ 60 lakhs 
for import of rapeseed. Subsequently, because of the difficulty ex- 
perienced in disposing of the stocks of rapeseed (6,300 tonnes in Feb  
ruaay 1975) Canada was persuaded to allow import of rapeseed oil 
against the entire grant for 1974-75 and 14,050 tonnes of rapeseed oil 
were imported against this grn t .  Another grant of Canadian $ 17 
lakhs was given in December 1974 for meeting the expenses for s h i p  
ping, insurance etc.. of the imports of rapeseed oil against the  rant 
mentioned above. Tn addition, a supplementarv grant of Canadian 
$50 lakhs was given in March 1975 for impart of rapeseed and 13.416 
tonne5 of rapeseed were imported against that grant. 

1.7. It was decided (August 1975) to obtain rapeseed oil against 
the entire grant of Canadian $80 Zakhs for 1975-76 for import of 
rapewed or rapeseed oiL 

1.8 Rapeseed dl imported since 1973-74 against Canadian assib 
tance WM dirMbuted far manufacture of vanaspati. 
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1.9. As mentioned above, 1,57,300 tonnes of rapeseed were i m p o r t  

ed against the  loans for 1969-70 and 1970-71 and the grant for 1972- 
73. I t  was only in June-July 1973 that Government went into the 
economics of importing rapesed oil in preference to rapseed.  If the 
price advantage ($121 per tonne) in importing rapeseed oil as calculat- 
ed in J u n e J u l y  1973. is any indxation, substantial benefit would have 
accrued even if a part of the Canadian assistance had been utilised 
for import of ra-ed oil in those years. The Department of Food 
stated (October 1976) that "import of rapeseed took place under 
grants and it would not be proper to examine the transactions from 
the restricted angle applying commercial norms alone. Apart from 
the prices of oil/seed, other factors like the availability, suitability 
of the  commodity with reference to its end use. other incidental 
benefits such as utilisation of idle milling capacity, providing addi- 
tional employment and production of rdnimal feed etc.. had been taken 
into account in 1972 i n  decidinq to continue to import rapeseed. Cana- 
dian offer's till 1972-73 were for rapeseed and we had no indication 
whether Canadians had the oil and would supply i t  if we so desired. 
In view of the then prevailing circumstances. there was no reason 
to have a definite preference for oil and hence we did not sound the  
Canadians regarding the possibilty of getting oil instead." 

1.10. The Department of Food also stated (October 1976) that "the 
import of rapeseed at that time was primarilv for augmenting the 
a ~ s i l n b i l i t ~  of edible oils to consumers in thk Eastern recion' and 
that "the rapeseed oil produced in Canada is through the  solvent ex- 
traction process and it has necessarily to be refined before i t  can be 
distributed for human consumption, as is the case with all solvent ex- 
tracted oil." Honrmer. the department has no: indicated the cost 
of refining rapeseed oil obtained through solvent extraction process 

1.11. Indigenous production of mustard and rapeseed during 1965- 
66 to 1973-74 was as follows:- 

(lakh tonne'. 

19G5-66 . . 1 a . g  

r rKiG6; . . , . 12.28 

trfq-! n . . . 15.m 
I rfi&ru> . . . . . 13'4i 

I*-70 . . 1 5 . G  

197'F.71 . . . . . 19.76 

1971-72 . . . . . . . 14'33 

. . , . 18.69 1072-73 



1.12. I t  will appear from the above that between 1965-66 and 197% 
74 the highest indigenous production of mustard and rapeseed was 
19.76 lakh tonnes in 1970-71 followed by 18.08 lakh b n n e s  in 1972-73; 
m both these years only rapeseed was imported. Even in 1969-70, in 
which year also only rapeseed was imported, indigenous production of 
15.64 lakh tonnes of mustard and rapeseed was almost equal to the 
production of 1967-68 and much higher than the production in other 
three earlier years. 

1.13. As has been mentioned (October 1976) by the Department 
of Food, our country is generally short of oil and oilseeds. The De- 
partment of Food also stated that 1973-74 it had "opted for supply of 
rapeseed oil which was also cheaper as compared to rape- 
seed got crushed in India with a \view to supplementing the  indigen- 
ous availability of oils in the manufacture of \ranaspati". The De- 
partment of Food further stated (O:.tober 1976) that use of impclrted 
rapeseed oil for manufacture of \.anaspati Ivas permitted for the first 
time in March 1973 and that prior to 1973-7.1 rapeseed oil  lvas not im- 
ported as "the industry was not technically equipped to hydrogenate 
rapesecd oil because of cevtain operational and technological problems 
hoth at the refining and hydrogenation stdges." 

(Paragraph 26 of the Report of the  Comptroller and Auditor (;crwral 
of India for the year 1975-3i Union Coverrinwnt (Civil) 

1 1.5 .kcord:nc to the A u d ~ t  Para, aqalnst loan assjstanct* receiv- 
ed under t h e  Canadian De~.ciopment ~Zssistancc Programme, 77.500 
tonncs of rapeseed were ~rnported from Canada d&ng 1969-73 and 
1970-71 for al1o:ment to  the Stale (hvernments in the eastcrn 
region. During 1971-72 16,200 tnnnus of rapsced  xvere rccewcd 
free of cost from Canada for rt-lir-f of refugr~es from crs twh~le  East 
Pakistan (now Bangladesh) C~nscquen t  on discussion between the 
representaives of Canada and Indla about Canadian iissistanco in 
the  form of rapeseed offered In July 1972 for supply d u r ~ n g  1972-73. 
India imported about 79.800 t o n n e  of rapesecd agamst the first 

E anadian grant of $110 lakhs. Even htbforc. this formal 08er b? 
anada was received in July. 1972, an Indian companv (The Indian 

Molasses Companv Private Ltd.. New Delhi) wrote to t h e  State 
Trading Corporat~on of India on 8th April, 1972 pointing out that 
considernbb saving uf foreign exchange could be effected by im- 



porting rapeseed oil instead of rapeseed. Explaining why the  sug- 
gestion of the Indian company was not considered favourably, the  
Department 'of Food had informed the Audit in October, 1976 as 
follows: 

"Though the suggestion of the Indian Molasses Company 
Private Limited for import of rapeseed oil instead of rape- 
seed from Canada would appear to be motivated more by 
considerations of their own business interests than other- 
wise, it was considered in this Ministry in April, 1972. 
The Canadian Government offers under the loan agree- 
ments of 1969-70 and 1970-71 and the grant during 1972-73, 
had been in the form of rapeseed and we had not thought 
i t  worth our while asking for oil instead for the \.arious 
well kno\vn reasons. . . . . . '. 

1.16 Asked as tn how the Indian company came to know about 
the import of rapeseed from Canada and whether it eventually bene- 
fited. when the Government decided to import rapeseed oil later 
from 1973. the Ministrl- o f  Civil Supplies & Cooperation in a note 
halve stated: 

"The Indian Molasses Company P v t .  Ltd., according to their 
letter dated 8th Aprll. 19'72. came to know from local 
papers. 1vLierc some mention had been made about the 
possibility of India importing Canadian rapeseed either 
under the Canadian h i d  Programme or in  free foreign ex- 
change. The rapeseed oil was imported by S.T.C. on Go\'- 
tbrnment account and not by any  private party.'. 

1 17 The Comn~ittee des~red to know why the economics of im- 
porting rapeseed oil In preference to rapeseed \\.as no! worked out 
In thc beq~nning I c In 1969-70, when rapeseed \vas imported against 
loan nssistmcca urlder the Canadian Development Assistance Pro- 
grnrnme Thc  Sccrctnry, ?tIinistr\- of Clvil Supplies and Coopera- 
t ~ o n ,  has st;i!cd during evidence: 

-T! t is  c~~.lcl:l:i!ion \vns n~;il:it> in 1972-73. Before that it was no! 
donc \)c.catlsc this oil could not be used fo r  manufacture 
of ; n s t  13y tha t  time the technology for use of 
r;~pcsc~ed oil for thc manufacture of vanaspati Jvas not 
avnilablt., So. thcsc was no need to make comparative 
study of thr ndvmtages of importing them. By 1972-73 
sufficient pmqrcss was mode in this direction. But the 
cost of Irfininq l t  for dirwt consumption was not taken 
into m o u n t ,  If  this is given for direct consumption, as 



has been done during the current year, there would have 
to be an additional cost involved for getting it refined. 
But, at  that time, its cost. was not relevant. The reason 
for  which the difference has arisen as between the cost 
that is calculated and what we are stating today is not 
that." 

He has added: 

"This brings us to the q~~estion as to why, during the preced- 
ing years, namely, 1969-73 and 1971-72, it was decided to 
import seeds and not oil. There were a number of rea- 
sons for doing that. One was that the offer from the 

Canadian Government was for the seeds. Now a question 
can be asked as to whether we could have asked the 
Canadian Government that whether they could offer us 
rapeseed oil. At that time there was no mention whether 
a query was made to the Canadian Government as to 
whether they could offer oil in lieu of seed. But, subse- 
quently. in 1972-73 when the State Trading Corporation 
went to make commercial purchases of oil-not seed- 
they studied the situation there and they came back and 
reported that the Canadian market had not developed 
sufficiently for the supply of oil. At that time I repeat 
that they had gone to Canada to make commercial pur- 
chase of rapeseed oil. They came back and reported that 
up till that day, the Canadian Market had not sufficientlv 
developed for supply of rapeseed oil; they were orgafised 
primarily for the supply of rapeseed the reason being 
that they did not have the same facilities as were avail- 
able in Europe for the disposd of residual meal. There- 
fore, they preferred to give us seeds rather than oil uPt0 
that day. Then subsequently they had developed these 
facilities. In 19'73-74 and later on they offered to supply 
us both oil and seeds. That probably explains why we 
did not enquire from the Canadian Government whether 
they were prepared to give us oil, or not." 

1.18. The Committee enquii-ed whether at the time of entering 
into a loan agreanent with Canada the question of procurement of 



oil instead of rapeseed from Canada was considered by Govern- 
ment. The Secretary of the Ministry has stated: 

"As per our records, in the very first letter that  we wrote to  
the Canadian Government, we stated that we might take 
oil. I n  response to this, we got the reply that  they could 
give rapeseed." 

1.19, Subsequently in  a note,* the Ministry of Civil Supplies and 
Cooperation have explained the position thus: 

"There was, a t  that  time, no end use for rapeseed oil either 
for direct consumption (little consumer acceptance for 
the refined rapeseed oil-refining is a 'must' from the 
health a n g l e w h i c h  does not have the characteristic pun- 
gency d o u r  of mustard oil) or Vanaspati Industry. I t  
could not be used in the Vanaspati Industry since techno- 
logy for this had then not been developed. Moreover, 
during that  period Canada was not a big supplier of rape- 
seed oil." 

1.20. The Committee asked whether a t  any time during 1969-72, 
the relative prices of oil then available in India and that available 
from Canada after solvcnt extraction were considered at all. The 
Secretary, Civil Supplies and Cooperation, has stated: 

"As per our records, such a comparative statement of cost 
was not made at that time. It is because a t  that  time we 
did not have the technology to use i t  for vanaspati manu- 
facture. We could have used i t  only for direct consump 
tion. But even now, i t  is not meeting with the consumer 
acceptance." 

121. Asked when was the  economics of rapeseed oil and rapeseed 
considered bv Government. the Scc~e ta ry  of the Ministry has stated: 

"For the first time the tcchriology for the use of rapeseed oil 
in the manufacture of \.anaspati was developed towards 
the end of 1972 and, it is only in March, 1973 that a noti- 
fication tvas issued permitting the use of rapeseed oil in 
the miinl~facture of vanasp7ti. It is onlv after that  we 
could use i t  in the manufacture of vanaspati. I t  could not 
be used f o i  direct consumption because it is not meeting 
with consumcr acceptance even now." 

1.22. When asked w-hcther Government had ascertained that oil 
was not imported because i t  could not be used. the Secretary of the 
Ministry has statp:- 
-- -- - - -- - -- 
*Not vrt t rd  i t ~  Audit. 



"That particular query is not on the file. Had there been any 
document or file to support my answer, I would have 
placed before you, I think this should have been the 
reason." 

1.23. To a question whether imported repeseed oil was now 
accepted by consumers, the Secretary of the Ministry has stated:- 

"We are getting crude rapeseed oil from abroad, getting it 
refined here because value adding we are spending in the 
rupee form. But our experience is that as a result of the 
number of steps taken to educate the consumers that there 
is very little difference between rapeseed oil and mustard 
oil, in other centres including Delhi it has got very little 
acceptance from the consumer. Although the Govern- 
ment sells refined repeseed oil at Rs. 7.50 a kilo and large 
quantities are imported. there is not much off-take of 
refined rapeseed 011. But mustard oil is consumed in 
large mustard consuming areas." 

1.24. The Committee desired to know why repeseed oil was being 
imported by the country when i t  was not preferred by the consu- 
mers. In reply. the Mnistry of Civil Supplies and Cooperation have 
stated:- 

"After 1973. when technology for using rapeseed oil in the 
production of vanaspati became available. the policy 
adopted by Government was to reduce the vanaspati in- 
dustry's requirement of indigenous c,il by supplying to 
them increased quantities of imported oils so that the 
consequential lessening of pressure on indigenous oils 
would make these oils available for direct consumption 
in adequate quantity at reasonable prices Further since 
July, 1976, in order to contain the persistently risinq 
prices of edible oils and to make the availability position 
easier, Government stepped up considerably the import of 
edible oils for ! ! : r r , d  consumption Earlier the drstrihution 
of imported repeseed was confined only to the mustard 
oil consuming areas of the country as consumers In the 
West and in t h ~  South do not favour the punucncy and 
d o u r  of mustard oil. However, as  the refined r c p e w d  
oil dm not have these charteristics of mustard oil, it is 
expected to have greater consumer acceptance in those 
parts as well It  is in vicw of the.= considerations that 
Government started importing repeseed oil." 



1.25. The Committee referred to the facts stated in the audit 
paragraph that  18466 tonnes of rapeseed costing about Canadian 
$47.4 lakhs and about 13,969 t o n n e  of rapeseed oil1 costing about 
Canadian $98.6 lakhs were imported against the Canadian grant for 
1973-74 and desired to know the reasons for not importing rapeseed 
oil alone during 1973-74 when the import of rapeseed oil had a price 
advantage of about S I21 per tonne as compared to the net cost of oil 
extracted in India from imported rapeseed. The Ministry in a note 
have stated. - 

"Rapeseed was imported to cater to the local direct consump- 
tion requirement of the Eastern region. 

As was pointed out during the evidence, the price advantage 
of $121 a tonne in impo1Ying rapeseed oil does not take in- 
to account the refining cost. Keeping the other cost ele- 
ments as they were in the statement in June July 1973 
and applying the cost of refining (Rs. 1400 per tonne, 
$ 122) :he c o ~ t  of refined rapeseed oil works out to S 5 5 6  
( $  434 plus S 122) Imported rapeseed crushed in India 
would cost S 569 (S 555 seed plus $ 13 crushing charges). 
Thus it IS seen that the price advantage in importing oil 
was only S 13 per tonne. 

Also as stated during the evidence, there w-ere some impor- 
tant consldernt~ons w h ~ c h  \veighed w t h  the Government 
In preferring import of seed to 011 They mcluded. 

( a )  The impo: t of rapeseed at that t ~ m e  ivas primarily for 
nugmentlng the a \  a i labi l i t  of edible oils to consumers 
in the Eastern rt.glon o f  Indla for whom mustard 011. 
ivhich 1s very much a k ~ n  to rapeseed oil. was the most 
preferred edlblc 011 The Imported rapeseed was got 
crushed In the 011 m ~ l l s  and distributed as o11 as for as 
poss~ble through the fair prlce shops or cooperatives a t  
prices fised by the Government. This helped in a sub- 
stantial reduction of prices of local mustard oil a h .  

(1)) The rapeseed oil pruduced in Canada 1s through the 
soli.ent extract~on process and hence i t  has f o b  neces- 
sn r~ iy  refined b e f o ~ e  d~strlbution for human consunlp- 
tion Tlus refilled oil. apart from being costlier than 
the raw 011. 1s of :I bland nature. bereft of the pungency 
anti smell peciil~nr to mustard 011 preferred by the con- 
sumcl i n  thi. Enstcrn reclon " 
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lakhs for import of rapeseed in December, 1974. Subsequently, be- 
cause of difficulty experienced in disposing of the stocks of rapeseed 
(6300 tonnes in February 1975) Canada was persuaded to allow im- 
port of rapeseed oil against the entire grant for 197475 and 14,050 
tonnes of rapeseed oil were imported against this grant. Tn addition, 
a supplementasry grant of $ 50 lakhs was given in March 1975 for 
import of rapeseed and 13.416 tonnes of rapeseed were imported 
against t,he grant. 

Asked to state the reasons for change in policy, the representative 
of the Ministr?; of Finance (Department of Economic Mairs )  has 
stated: 

"There were two agreements entered in that year. The first 
agreement was in December 1974. I t  was men!.ioned in 
the agreement that they were prepared to give us rape- 
seed or rapeseed product. As a result of this agreement, 
we imported 14.90 million dollars worth of oil. This is 
about 14777 tonnes. This is under the first agreement 
entered in December 1974. Then there was a subsequent 
agreement three months later. On the 26 of March, 1975 
in which they offered us 5 million dollars and said this 
was available onlv for seeds. So. against this 5 million 
agreement signed in March. 1975. we imported nearly 
14,000 tonnes of rapeseed, because rapeseed was the only 
commodity that they offered under that grant." 

1.27. The Committee referred to the difficulties, as mEntionea in 
the Audit para experienced by Government in disposing of the stock 
of rapeseed of 6,300 tonnes (in Febr'uary, 1975) 2nd desired to h o w  
as to how this quantity was finally disposed of. The Ministp have 
stated:- 

+"Due to sharp decline in the prices of mustard oil in 1975, 
the Eastern States showed their inability to distribute 
rapeseed oil at  Government notified price througx the 
public distribution system. Moreover, on account of the 
increase of price of rapeseed in the international market, 
the import price was higher and consequently the issue 
price of rapeseed to State Governments was raised te 
Rs. 3,1001- per tonne on 20 May, 1974. In view of the de- 
lay in lifting the allotted quantitv of rapeseed by the 
State Government, the unli fted quantity against allot- 
ment was cancelled in February, 1975 in  pursuance of 



the decision taken during the discussion of the Cabinet 
Secretariat on 31 January, 1975 and the STC was advised 
to make alternative arrangements for disposal. 

'The  Government would have incurred a loss if the said quan- 
tity was sold immediately. I t  was decided in February 
1975 to defer the sale by two to three months by which 
time i t  would have possibly fetched a better price. As 
the STC experienced difficulty in disposing of the stocks 
by open auction or tender due to the poor response from 
the purchasers a t  reasonable price, i t  was decided in the 
meeting held on 15 March, 1975 in the Finance Secretary's 
office to authorise the STC to sell the import rapeseed 
under Canadian grant exercising their own best commer- 
cial judgement before the quality of rapeseed deteriorates 
resulting in still higher losses. 

However, the quantity of 6,300 tonnes was damaged due to 
heavy rains and floods having entered into one of the go- 
downs. I t  was therefore, not possible to sell the same 
in the normal course. It was, accordingly, disposed of by 
inviting tenders and effecting deliveries to the highest 
bidders." 

1.28. In a further note*, the Ministry have stated that the dama- 
ged quantity of rapeseed was sold to &ap manufacturers. 

1.29, With regard to the utilisation of the quanbty of 13,416 ton- 
nes of rapeseed imported against supplementary grant of Canadian 
$ 50 lakhs given in March, 1975, the Ministry of Civil Supplies and 
Cooperation have furnished the details of price a t  which it was 
purchased and sold as under: 

"The prices which the quantity of 13,416. &IT of rapeseed im- 
ported in March 1975 are as under: 

2,746 ?; 5 3 i ! )  Do. 

2,835 .kg 92.4' 53  hl!s Cargil Inc., z Ilroadwav, Nrw York. 

-- .---. 

*Not vetted in .4uiit. 
761 LS-2. 



The rapeseed so imported was brought to Calcutta'and al- 
lotted to the parties in the Eastern region nominated b y  
the Deptt. of Food. The to whom rapeseed was 
allotted, the quantities and issue prices are given below:- 

Name of the party 

----- 
U/¶ Kusum Products . . 
M/s Swaika Vanaspati . 
M/s Vegetable Products . 
M/s Vegetable Products-' . 
Mjs United Vegetable Products 

M/s O w a  & Allied Industries 

M/s Swa'ika \.anaspati . 

Quantity Rate 
(MT) PMT(Rs.) 

M/s Rasoi Vanaspati . . . . . . . . .  r.(rn 1,tc o 

Mls T.G.L. Setty . . . . . . . .  I C : ~  I . ! ( O  

M/s hlotilal Padampat . . . . . . .  I ,c  c o  I .l'( u 

M/s Vegetable Products . . . . . . . .  450 I . ~ ( C I  

M/s Kwum Products . . . . . . . .  1,000 I ,Pco 

MIS Kusum Products . . . . . . . . .  2,noo 1,800 

M/s Amrit Banaspati . . . . . . . .  ?,rco I I ( ( )  

. . . . . . . .  M/s Rasoi Vanaspati 1,0m 1 . 8 ~ 0  

M/s Vegetable ProduchJ . . . . . . . .  4 M  I ,Pmr 

. . . . . . .  M/n Kusum Vanaspati ~ , r ~ o o  r . f c  o 

MIS Vccgetablrs Products . . . . . . .  200 I ,Coo 

. . . . . . . .  MIS Amrit Banaspati TOO I ,826 

MIS Swaika Vanaspati . . . . . . .  5cm I .&'G. 

MIS Vrgetable Products . . . . . . 100 I , tco - 
1.30. In this context, the Committee understand that there .- was a dffpe~ence of opinion between the Ministry of Finance 



"In such a situation we would have advised the mnis t ry  of 
Finance (Department of Economic Affairs) against tak- 
ing any further quantity of rapeseed had they consulted 
us on the latest offer. Now that they have accep- 
ted the offer on their own and effected a fait accompli in 
this regard, their belated reference to us on the subject 
serves little purpose, beyond callin'g on us to implement 
the decision, regazdless of consequences.'' 

1.31. According to the Audit para, the Department of Food had 
Cnformed the Audit in October, 1976 that apart from the prices of 
oil]seeds, other factors like the availability, suitability of the commo- 
dity with reference to its end uee, other incidental benefits such as  
utllisation of idle milling capacity, providmg additional employment 
and p r d c t i o n  of animal feed e k .  had been taken into account in 
1972 in deciding to continue to import rapeseed. Asked to give de- 
tailed justification, itemwise, the Ministry in a note* have stated:- 

"Rapeseed can be expelled in the country and the expeller 
oil would, to a certain extent meet the requirement caused 
by the deficiency in the availability of mustar'd oil. The 
rapeseed oil, on the other hand* imported from foreign 
countries has necessarily to be refined and refined rapeseed 
oil had little consumer acceptance at that time; 

There were representations from the East India Oil Millers 
Association wherein i t  had been stated that import of ra- 
=seed would provide additional employment to same 
labour who would otherwise be unemployed. This was  
one of the factors which went into the consideration in de- 
ciding to import rqpeseed. 

After expl l ing oil from rapeseed. the expeller cake can be 
utilised for purposes of manufacture of animal feeds. In 
most cases the cake is fed as such. However, sometimes 
i t  is mixed with other ingredients and made into a n  
animal feed. 

The conversion cost of seed into oil would be incurred in rupees 
and thus there would be some savings in foreign ex- 
change." _-- - - _ _ _  _ - -- ----- -- - 

*Not vetted in audit. 



. 1.32. The Committee were informed that the imported rapeseed 
helped in the utilisation of the idle capacity of the mills in the 
country. Enquired whether i t  was a hypothetical advantage that 
t h e  Government was considering or they had any information that 
oil mills remained idle, the Secretary of the Ministry has stated: 

"The examination of the merits of getting oil vis-a-vis oil 
seeds in nowhere on record a t  that time. The first occa- 
sion when imports of oil were examined was when 
technology came in. I t  js not as if the oil milling capa- 
city is just enough for oil seeds produced within the 
country. The former is 17er;v much in excess, 
even in the bumper years. There was in  addi- 
tional quantity of 25,000 tonnes and this additional 
milling could be done in these very mills. It was not 
done, we allotted only seeds to the States. They get 
them crushed in the mills in their own areas." 

1.33. In view of the fact that the country was generally short 
of oil and oilseeds, the Committee desired to know why steps 
were not taken earlier to technically equip the oil industry to use 
rapeseed oil for m:king vanaspati. In reply. the Ministry of Civil 
Supplies and Cooperation have furnished the following note:* 

"Rapeseed oil contains traces of sulphur component which 
render hydrogenation process difficult and costly. Vanaa 
pati manufaturers in our countrv were mostly used to 
hydrogenation of oils like groundnut oil which did not 
have this characteristic. However, they had been making 
attempts to use other oils, also. In December 1972, a 
team of Canadian technical experts, who had e x p ~ i e n c e  
in suh technology visited India and held discussions 
with vanaspati manufacturers. They aIso gave a demons- 
tration of hydrogenation rapeseed oil. Subsequently, 
after some more trails, the Indian manufacturers got 
over the problem by resorting to double refining and 
double deodourization prior to hydrogenation of rapse- 
seed oil." 

1.34 The Committee further enquired whether vanaspati manu- 
facturing companies were asked to use rapeseed oil in the manu- 

-- - -- .- -- - - - -- ---.----A ----- 
*Not vetted in eu lit.  



facture of vanaspati. The Secretary, Ministry of Civil Supplies an& 
Cooperation has stated: 

"We imported in March, 1973. After 8 months in November, 
we got a letter from the Vanaspati Manufacturers' Asso- 
ciation stating that their member factories were facing 
many technical difficulties in hydrogenating the im- 
ported rapeseed oil and in achieving de-odorisation. Even 
very recently they have said that de-odorisation has not 
been possible in the case of some of the oilseeds. But 
what you say is correct, that I can not refer you to any 
record of that time to show whether all these possi- 
bilities were examined." 

1.35. Asked about the oil crushing capacity in the country in 
1969-70 and 1976-77 and the extent to which this capacity had been 
put to use since 1969-70, the Ministry of Civil Supplies and Co- 
operation have stated: 

"Approximate data available indicate that total installed 
capacity in 1969-76 is 243 lakh tonnes in terms of oil- 
seeds. No authentic data is available on oil milling capa- 
city and the extent of capacity utilised." 

1.36. The Committee pointed out that during 1973-74 and 1974- 
75 oil as well as rapeseed was imported; oil for vanaspati manu- 
facturers and seed for the purpose of consumption. Enquired whe- 
ther the entire oil and not the seed imported during that period 
was consumed by the vanaspati industry, the Secretary of the 
Ministry has stated: 

"Not only the oil which was imported under this grant but 
the oil imported as a commercial purchase was alse 
utilised by manufacturers of vanaspati alone. The rape- 
seed oil we have started giving to the consumers only 
this year." 

1.37. Asked about the rates of mustard oil and rapeseed oil in 
1973, the Secretary of the Ministry has stated: 

"The price of mustard oil started from Rs. 540 per quintaI 
in Calcutta and it had risen in December to Rs. 980. 
Rapeseed was being supplied at about Rs. 1600 per 
tonne" 

1.38. Asked about the country's total demand and supply of 
mustard and rapeseed during 1971-72 to 197677 and how the s h o r t  



fall, if any, was met ; the Ministry of Civil Supplies and Coopta- 
tion have stated in a note: + 

"Figures for production of mustard/rapeseed from 1971-73 
are given below: 

(in lakh tonn -s) 
1971-7s . . . . . . . . .  14' 33 

It would be difficult to estimate the demand for mustard oil 
alone. The per capita consumption per annum of all vegetable oils 
is 4.5 kgs. SCT's imports and sales of edible oils/rapeseed, sesame 
seed are given below. It can be seen that every year the country 
has been importing either edible oils or oilseeds. The shortfall has 
always been met by imports from different countries, subject to 
availability of free foreign exchange. f 

*Not vetted in Audit. 



(Quantity in : 

Imports Sala Profit/Los Remarks 

Qty. Value Qty. Valuc 
% 

w1-t2 Edible Oih . . . . 79800 1869.40 geq32 2905.06 483.38 Excluding ncoo MT Soya Oil gift (Approx.) 

w-73 Edible Oib . . . . 45171 992.38 74560 a43. 80 39.35 Excluding 6000 MT Soya Oil and 2500 MT 
Sunflower seed oil gift. 

b p d  . . . 79800 1025.60 47154 681.18 (-) 4.07 Excluding 8000 MT Rapeseed gift. 
Excluding 500 MT Sun Oil gift (approx.) $ 

(upto December 1976) (approx.) (as on I 8-9- 1976)" 



1.39. Asked to indicate the reasons for decline in the ~ o d u c t i o m  
of rapeseed during 1975-76 and 1976-77, the Ministry in a note* 
have stated: 

"The decline in production of rapeseed, mustard during. 
1975-76 was due to lower coverage under the crop in t h e  
country in major rapeseed-mustard growing States like 
Uttar Pradesh, Rajasthan, Punjab and Hayana  partly 
as a result of excessive rains which interferred with 
timely preparatory cultivation and sowing operations, 
and partly as a result of the comparatively low prices 
during the previous crop marketing season. 

During the year 1976-77 production of rapeseed and mustard 
had further declined as compared to 1974-75 and 197576 
due to the decrease in area under rapeseed and mustard 
in a number of States particularly Madhya Pradesh, 
Punjab, Haryana, Orissa and Rajasthan which is attri- 
butable to inadequate rains at the time of sowing." 

1.40. The production of mustard oil in the country from 1974 on- 
wards has been as under: 

( in  lakh tonncs) 
- -- - - -. - --- 

19'4-75 1975--6 1976-77 (Estimstes) 

Mustard oil 7 '15  6 . 1 8  4 59 
- -  - - - - - 

1.41. Since there had been a drop in the production of mustard 
oil in the country and as mustard oil was an oil which was produced 
from mustard/rapeseed, the Committee enquired how i t  was that 
only rapeseed oil and not rapeseed was being imported. The Secre- 
tary, Ministry of Civil Supplies and Cooperation has stated: 

"6.18 lakh tonnes to which the production fell in 1975-76 alsq 
by and large, met the requirementnot,  of course the  
total requirement; there might have been a marginal 
shortfall. I t  is only in 1976-77 ' that  the production has 
fallen to 5 lakh tonnes. These figures are for the financial 
year. The current crop was very much less and we went 
in for the import of rapeseed oil. The reason is the hope 
that, now, after refining we may be able to make it sale 
able and it will find consumer acceptance. This is an 
easier thing to do. Frieight charges are less compared to 
importng the seed. We thought that once we tried and it 

-- -- - -- _- ----C_ - 
*NU vetted in A d i t  



found consumer acceptance, in future we could go on irn+- 
porting rapeseed oil in preferene to rapeseed." 

1.42. Asked whwther the price of rapeseed had gone up so much 
that it was decided to import rapeseed oil during 1976-77 rather 
than rapeseed, knowing fully that the demand was small and the 
production had gone down to about 5 lakh tonnes, the Secretary 
of the Ministry has stated: r: 

"I shall try to answer this question by giving three different 
reasons, One is, the rapeseed oil is not being allowed for 
manufacture of vanaspati now. In fact, the rapeseed oil 
that we have imported is, by and large, kept aside for 
direct consumption. The question of importing rapeseed 
oil for issue to the vanaspati industry this year has not 
arisen; we are giving to the vanaspati industry only 
palm oil and soyabeen oil." 

1.43. Since the rapeseed oil was not acceptable to consum'ers, the 
Committee enquired how far it was justified to import it. The 
Secretary of the Ministry has stated: 

"We thought, over the years, it is possible the refined oil 
mig1.t find consumer acceptance. In the case of refined 
ground nut oil, in certain sections there has been a greater 
acceptance. That is also a refined oil. Possible, there may 
be consumer accep,tance for refined oil: It is not as if we  
have not been able to sell anything." 

1.44. Asked whether the vanaspati manufacturers were prepared 
to use rapeseed oil in the production of vanaspati, the Secretary of. 
the Ministry has stated: 

"Left to themselves, if there was sufficient availability of indi- 
genous oil at reasonable price, they will prefer indigenous 
oil rather than imported oil." 

He has added: 

"We have not been giving rapeseed oil. We have been giving 
palm oil and soyabeen oil. Earlier, we have been giving 
rapeseed oil." 

1.45. Enquired further whether in view of the fact that the rape- 
seed oil price was lower than the indigenous oil price, any reduction .. 

In the p&e of vanaspati wpt effected after supplying the mp~seed ' 



to ~vmaepati manufa&urers, the Secmtary of the Ministry hae 
stated : 

"Upto 5 January, 1975, there was a paka control imposed o r  
vanaspati and in calculating the price, the cos't of inputa 
was taken i d  account. W we were giving them a 
cheaper oil, the price of vanaspati will be lower." 

1.46. Subsequently the Ministry of Civil Supplies and Coopera- 
- tion have in a note* stated: I #  , . --- 

"(a) Imported oils were being issued ~to vanaspati manufac- 
turers at prices cheaper than the then ruling prices of 
indigenous oils in any particular fortnight. The imported 
rapeseed oil at a CIF price of Rs. 3853.10 was given to 
the vanaspati industry at Rs. 3.200 per tonne during 1973-74. 
Imported oils were given not only to bring about a reduc- 
tion in vanaspati prices but also to ward OR further in- 
creases in prices in sympathy with the indigenous prices. 

(b) A statement showing the prices of vanaspati in the 
different zones during each fortnight from January 1972 
till Jan., 75 when the price control was discontinued is at 
Appendix 11. 

(c) It (rapeseed oil) was imported at CIF price of Rs. 3,853.10 
per tonne and distributed to vanaspati manufacturers at 
Rs. 3,200 per tonne during 1973-74." 

1.47. The C o d t t e e  observed that there was variation in the 
-quantum of grants by Canada during the years 1972-73, 1973-74, 
1974-75 and 1975-76 and enquired the reason for such variation and 
the criterion on which grants were made to and accepted by the 

- buntry. The Ministry of Civil Supplies and Cooperation in a notu 
:have stated: 

"The quantum of grant from Canada in any year is deter- 
mined mainly by the following factom: 

(a) The total allocation for assistance earmarked by Canada 
for India in any particular year. 

(b) The availability of the comrnoditiee to be supplied 
under the Grant (s) to India. 

T (c) Our own requirements of the particular commodity rr 
indicated by the Department of FoodlDepartment d 

' C i a  Suppbu, which are btued on the aetimated p~o- 
4 

*Nol msad ia A& 



duction of that commodity and its substitutes, estimates 
of consunp.tion requiren1ent.s (Direc't human consump 
tion as well as consumption in Vanaspati Industry in 
the case: of rapeseed oil). 

(d) Relative importance of the commodity in our overall 
programmelplan for food imports. 

The utilisation o'f the Canadian Aid from 1972-73 to 1975-76 
is detailed below: 

Grant Authnrhcd C $ lakhs 
Year -- 

Rapseed/ Wheat Skim Milk Total 
Oil powder -- - 

1.48. Referring to one of the terms of the grant agreemerib 
.(Appendix I) for the i m p r t  of rapseed jrapeseed oil, the Com- 
mittee pointed out that if the full amount of the grant was not 
.committed by India by March 31 of the year in which aid was given 
the balance of the grant would automatically stand cancelled. Asked 
to indicate the total amount of grant cancelled year-wise on account 
of non-procurement of rapeseed /rapeseed oil from Canada, the 
Ministry of Civil Supplies and Cooperation have furnished the 
following informadon* : 

Figs. in Canadian $ 

Y 4 i n  1t:m'D:icription Value of Amount Purchasa 
Imports la@ made by 

,. . , 
t )73 .7  ' . I ~ , O X , O ~ Y  09 Rapeseed: 4,736,163.65 263,836.357 CUM 

C $5. o million k 
Rapseed Oil 9,385.530.45 614,469.55 J 
C $10. o million 



1.49. The Committee note that against loan assistance received 
-der the Canadian Development Assistance Programme, 77,500 
tomes of rapeseed were imparted from Canada during 1969-70 and 
1970-71 for allotment to the State Government in the eastern region, 
mainly West Bengal, Assam and Bihar, for crushing it and supplying 
ail through fair price shops. About 79,800 tonnes of rapeseed were 
imported against the Canadian grant for 1972-73. Thus 1,57,300 tonnes 
of rapeseed were imported against the loans for 1969-70 and 1970-71 
and the grant for 1972-73. The Committee also note that the eco- 
nomics of importing rapeseed oil in preference to rapeseed were not 
examined all these years by Government and such an examination 
was done only in June-July 1973 when the Canadian authorities 
wanted to know whether a part of the grant of Canadian 150 lakhs 
for 1973-74 would be accepted by India as rapeseed oil. As a result 
of such an examination it was found in June-July 1973, on the basis 
of prices then prevailing, that on overall cost basis import of rape- 
seed oil would have a price advantage of about 121 per tonne (which 
according to Government would be reduced to $ 13* if the cost of refi- 
ning is included) as compared to the net cost of oil (after allowing 
for credit for export of oilcakes) extracted in India from imported 
rapeseed. The Committee observe that during evidence no convinc- 
ing argument was advanced by the representatives of the Ministry 
of Civil Supplies and Cooperation for not working out the compara- 
tive cost of importing rapeseed and rapeseed oil, till 1973. Rather, 
the Secretary of the Ministry of Civil Supplies and Cooperation had 
stated that "as per our records, such a comparative statement of cost 
was not made at that time." I t  is all the more surprising that such 
a study was not undertaken by Governmeat even when an Indian 
Company had pointed out to the State Trading Corporation in ApriI 
1912 that considerable saving of foreign exchange could be effected 
by importing rapeseed oil instead of rapeseed, This euggestion was 

as being merely "motivated more by considerations of their 
rn basinens interests than otherwise!' The Committee doubt whb 
tLar t& Jlcged fear of "mdvatioa* was justifisd repard  dl Waa 



imported later on by STC on Government account and not by an7 
private party. 

1.50. One of the reasons for not asking the Canadian authoritiee 
for rapeseed oil instead of rapeseed was that Government was ob 
t h e  view that import of rapeseed took place underr grants and tbet 
i t  would not be proper to examine the transactions from the restric- 
ted angle of commercial norms. However, the Canadian authorities 
themselves enquired whether this country wished to import rape- 
seed oil as part of the grant of Canadian $150 lakhs for 1973-74. 
What the, Committee regret is that prior to 1973-74, Government 
had not even made any efforts on their own to ascertain whether 
rapeseed ail could also he imported against the Canadian assistance. 
I t  was as a result of the decision taken during 1973-74 that the coun- 
try imported for the first time rapeseed oil costing about ~ a n a d i a n  
$93.6 lakhs while rapeseed costing about Canadian $47.4 lakhs only 
was imported. - 4 

151. The other reason advanced was that the import of seed had 
an inherent advantage in that i t  helped in the utilisation of idle mil- 
ling capacity in the country. Rut the Committee fi:~d that between 
1965-66 atld 1973-74 the highest indigenous production of mustard 
and rapeseed was 19.76 lakh tomes in 1970-71 and 19.08 lalrh tonnes 
in 1972-53. Compared to the miliing capc i ty  in the country, only 
about 75.500 tonnes of rapeseed were imported daring 1969-70 and 
1970-71 against the loan assistance. Thc Committee, thzrefore, d o  
not agree with the argumcnt that the imported rapeheed helped 
significantly in the utilization of the idle mil!ing capscity in the  
country or in improving the employment potential. 

1.52. The Committee are perturbed to note that due to  sharp 
.decline in the price of mustard oil in 1975, the Eastern States 
showed their inability to distribute rapexed oil at Governmen4 
notified price. The unlifted quantity (6,300 tonnes) was consequently 
cancelled in February 1975. The State Trading Corporation also 
.experienced difficulty in disposing of these stocks by open auction 
or  tender due to poor response from the purchasers. However, this 
quantity of 6,3M tonnes was damaged due to heavy rains and floods 
in the godowns and ultimately these damaged stocks had to be sold 
to soap manufacturers. The Committee are not inclined to be satis- 
fied by the explanation given by the Government in this regard snb 



would like the matter to be investigated in depth so as to fix respon- 
sibility for the loss suffered due to disposal of 6,300 tonnes af rapeseed 
seed. The Committee also fail to understand why Government im. 
mediately after the above episode imported another quantity d 
13,416 tonnes of rapeseed in March, 1975 against the supplementary 
gmnt of 50 lakh dollars particularly when there was no demand 
for that at  that time. Such being the position, it appears that the 
whole quantity of 13,416 tonnes was allotted to parties dealing in 
vegetable products in the eastern region. This indicates that Gov- 
ernment had no firm policy for importing rapeseed based on realis- 
tic domestic demand or prices then prevailing in the international 
market. This matter needs to be carefully gone into. . . 

1.53. The Committee have been informed that use of imported 
rapseed oil for manufacture of vanaspati was permitted for the first 
time in March 1973 and that prior to 1973-74 rapeseed oil was 
not imported as the industry was not technically equipped to 
hydrogenate rapeseed oil because of certain operational and 
technological problems both at the refining and hydrogenation 
stages. But when the Secretary, Ministry GIF Civil Supplies 
and Cooperation was asked whether Government had got it 
confirmed that imported oil could not be used by the vanas- 
flati industry, he could not reply categoricallv. The Committee 
are, therefore, not convinced with this plea as well. The Committee 
u e  of the opinion that had rapeserd oil been imported from the 
very beginning, the industry would have equipped itself to use it 
as there was shortage of indigenous oils in the country during these 
gears. The use of rapeseed oil in vanaspati would have also made 
the rate of indigenous oils cheaper for direct consumption by the 
public. 

1.54. The manner of consideration of the question of import ot 
mpeseed speaks volumes of Government apathy and lack of func- 
tional coordination between various agencies connected with the 
hue. As revealed in evidence, there was difference of opinion bet 
wem the Department of Food and Ministry of Finance on the issue 
ef import of rapeseed. The Department of Food had recorded a note 
on 1 March, 1975 that we would have advised the Ministry of Fin- 
ance (Department of Ecommic Affairs) against taking any further 
quantity of rapeseed had they consulted us on the latest offer. Now 
t&t, they had accepted the offer on their own and affected a fait 
.cconnyIi in this regard, their belated reference to us on the subject 
#rvw little purpose, beyond calling on us to implement the decision, 



regardless of consequences". All t h b  proves that the import of rape- 
seedlrapeseed oil into the country was not made after giving carefat* 
thought . : .. 

1.55. The Committee need hardly emphasise that the whole mat- 
ter of import of rapeseedlrapeseed oil against Canadian loan aidjgrants 
needs a thorough probe to determine as to how far the decisions 
taken were in the best interest of the State. For this purpose, the 
Committee would recommend the constitution of a Committee of 
senior officers to go into the matter and report to them within 6 
months d the presentation of this Report. 

1.56. It  is seen that the production of mustard and rapeseed has 
fallen from 2252 lakh tonnes in 1974-75 to 15.62 lakh tonnes in 1976- 
77. The Committee are concerned to note this falling trend in the 
production of mustard and rapeseed in the country. Obviously, it 
has resulted in more import of this essential commodity to meet 
the internal requirements of edible oils. The Committee need hard- 
ly emphasize that intensive measures, both short term and long term 
should be taken to augment the production of mustard, rapeseed and 
other oil-seeds within the country not only to avoid drain of foreign 
exchange through imports but also to tide over the chronic shor- 
tage of edible oils which the country has to face year after year. 
The Committee would watch with interest the results achieved 
through such measures through the annual reports of the Ministry, 



CHAPTER II 
PURCHASE OF RAPESEED AND RAPESEED OIL 

.Audit Paragraph 

According to the agreements for the loans and grants provjcled 
.'by Canada up b 1972-73, rapeseeds were purchased by the Canadian 
?International Development Agency through the Canadian Com- 
mercial Corporation. The State Trading Corporation a.cted more or  
less as handling agent for shipment and distribution inside the 

.+,country for which i t  was entitled to a commission of 2 per cent of 
-the landed cost. 

2.2. Average monthly international price of rapeseed oil rose 
to $427 per tonne in June 1973 from $324 per tonne in April 1973. 
The  average prices were $526 and $503 per tonne for July 1973 
and August 1973 respectively. The p'rice wzs $ 561 Eer tonne on 
16th August 1973. but came down to $469 per tonne on 23rd 

.August 1973 The sudden fa11 in price was stated to be due to huge 

.soyabean supplies but it was antjcipated at that time that e fresh 
rise might occur in the near future. The average monthly irter- 
national price came down to $146 per tonne in September 1973. 
The price again started rising from October 1973, the nver'agc for 
which month was $ 472 per tonne. The average monthly inter- 
national price thereafter rose to S 6'33 tonne in January 1974. 

2.3. From 27th August 1973 to 12th September 1973 a delegztion 
from the State Trading Corporation was i n  Canada to ncg~t ia te  
arrangements for import of rapeseed oil on commercial basis. The 
delegation of the State Trading Corporation was authoriscd by 
Canada to purchase rapeseed oil against the aid for 1973-74. 
Accordingly, Government authoris& this delegation to purchase 
rapeseed oil within the ceiling of Canadian S 450-500 per tonne. 
T h e  purchases negotiated by the delegation were either linked to 
the  Chicago Board of Trade closing soya,bean oil prices or prices 
to be established by State Trading Corporation calling for world 
tenders a t  the time of each shipment; the offer for the first shipment 
of 5 000-8.000 tonnes was on a fixed price basis of Canadian $452 
per tonne c.i.f. west coast India. These offers were telexed to India 
by the delegation on 1st September 1973. I t  appears that "the f u l l  
and correct interpretation of the proposals could not be made by 
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the Department of Food". On 5th September 1973 the delegation 
sent another proposal for purchase of 23,000 tonnes of rapeseed oil 
for supply by 31st March 1974 a t  prices based on Chicago price for 
soyabean oil. As the suppliers did not agree t o  the revised price 
ceiling of Canadian $ 400-525 per tonne intimated by Government 
on 4th September 1973, based on prevailing international prices, no 
contract could be finalised. The delegation thereafter obtained 
four firm offers for 23,080 tonnes on c.i.f. basis and linked to Chi- 
cago price for soyabean oil; the price was provisionally assessed 
as Canadian $ 445 per tonne. On 14th September 1973 i t  was 
decided to authorise the Regional Manager of the State Trsding 
Corporation a t  New York to finalise contracts for 23,000 tonnes of 
rapeseed oil (against Canadian aid) for shipments between Novem 
ber 1973 and March 1974 within the ceiling of Canadian $ 445 per 
tonne as the average of c & f India prices for various shipments. 
While the Regional Manager of the State Trading Corporation was 
negotiating with the suppliers, the president of a Canadian firm 
visited New Delhi and offered on 28th September 1973, 16,000 
tonnes of rapeseed oil for delivery between December 1973 and 
March 1974 a t  the price of Canadian $ 549.29 per tonne c&f. This 
offer was considered in an inter-ministerial meeting on the same 
day i.e. 28th September 1973; but the price was considered very 
high as compared to the prevailing prices according to Chicag~  
closings for soyabean oil on that day which were $ 516.39 wr 
tonne for December, 1973 shipments and $ 497.66 per tonne for 
March 1974 shipments, the price differential between soyabean 
oil and rapeseed oil (price of which it  lower) being usually 
$15 per tonne. Another offer was made by the Indian agent 
of the same company on 16th October 1973 or 5,000--8,000 tonnes 
for S i p p e n t  in March 1974 a t  Canadian $ 539.77 per tonne c&f 
Bombay or  Kandla On 17th October 1973, the State Trading 
Corporation gave a, counter-offer of Canadian $ 475 per tonne 
based on the ruling price as derived from the Chicago soyabean 
oil price on 15th October 1973 a t  $490.70 per tonne. This counter- 
offer was not accepted by the company. 

2.4. On 24th November 1973, the Department of Food informed 
the State Trading Corporation that all purchases of rapeseed and 
rapeseed oil against the aid for 1973-74 would be made by the 
Canadian International Developpent Agency as before. The 
Canadian Commercial Corporation concluded three ocmtracts for 

a total quantity of about 14,000 tonnes of rapeseed oil a t  pFices 
ranging from Canadian $ 596.71 to 741.76 per tonne c&f India 
against the aid for 1973-74; purchases at these rates cost about 
Rs. 248 lakhs more as compared to the assessed price of canadian 
$ 445 per tonne c&f indicated in the meeting of 14th September 
1973 and about 138.76 lakhs move as compared to the price of 
761 LS-3. 



Canadian $ 549.29 per tonne c&f offered on 28th September 1973 
Entire quantity of about 18.500 tonnes of rapeseed was also pur- 
chased by the Canadian International Development Agency against 
the grant for 1973-74. 

2.5. Canada also authorised Government of India to purchase 
rapeseed or  rapeseed oil against the grant of Canadian $ 150 lakhs 
for 1974-75. As Canada agreed to utilisation of the entire grant 
for purchase of rapeseed oil, the State Trading Corporation invited 
tenders on 31st December 1974 for purchase of rapeseed oil. In 
response the following two offers f ~ r  13,600 tonnes in all were 
received: 

Trndrrcr Quantity hhipnrnt Prlcc I 1 ~ - I  ~OI~I IC 

The above prices were stated to have been found about 23 per cent 
higher over Chicago (Vancouver price) and 16 per cent over 
Rotterdam prices. The above offers were, however, accepted on 
8th January 1975. In addition. 450 tonnes of rapeseed oil were 
purchased in February 1975 at the rate of Canadian $ 805.90 per 
tonne f.0.b. Vancouver with the balance available from the grant 
of Canadian 5 150 lakhs for 1974-75; the price was 16 per cent higher 
than the prevailing international price. 

2.6. The Department of Food stated that "from the very begin- 
ning of our Canadian oilseed purchase relationship i t  was the 
Canadian International Development Agency itself which had 
offered to effect purchases of rapeseed on our behalf as, in i ts  
view, i t  could go about this discreetly without affecting market 
sentiment unduly as might well be the case if we had handled the 

. .  purchases from India by calling for tenders e t c . .  

2.7. I t  was in this context and also view of the difficulties en- 
countered by the STC delegation in respect of price formula in 



negotiating with the Canadian suppliers-of whom only one who 
is found to be submitting offers all the time-that the Government 
came to the conclusion regarding the desirability of reverting to 
the procedures followed all along, viz., purchase of rapeseed oil 
being effected by CIDA itself and not by us". 

2.8. The Department of Food also stated (October 1976) that 
''it was purely coincidence that the oil prices suddenly rose in the 
second half of November 1973, just when CIDA seems to have gone 
into the market. This could in no way be held against the correct- 
ness of the considered view taken by us in September 1973 regard- 
ing the initial offer received by the STC delegation in Canada and 
the subsequent two offers which were found to be unacceptable 
both by the STC and the Department of Economic Affairs having 
regard to the circumstances prevailing at that time". However, as 
mentioned earlier when there was a sudden fall in price of rapeseed 
oil in August 1973 it was anticipated that a fresh rise might occur 
in the near future and. in fact, price started rising from October 
1973. 

[Paragraph 26 of the Report of the Comptroller and Auditor 
General of India for the vear 1975-76, Union Government (Civil)']. 

2.9. Accord~ng to the Audlt Para the average monthly interna- 
tional price of rapeseed oil during some months of 1973 was as 
under: 

It has been further stated In the Audit Para that the price of 
rapeseed oil was $564 per tonne on 16 August 1973 but came down 
to $ 469 per tonne on 23 August 1973. F ~ o m  27 August 1973 to 12 
September 1973 a delegation from the State Trading Corporation 
was in Canada to negotiate arrangements for imports of rapeseed 
oil on con~mercial basis. Thr delegation was authorised by Canada 
to purchase rapeseed oil against tho aid for 1973-74. Accordingly. 
Government aut  horised this delegation to purchase rapeseed oil 
within the ceiling of Canadian $450-500 per tonne. 



2.10. Asked to state why purchase of rapeseed oil against the aid 
far 1973-74 was not made in April 1973'or June 1973 when the inter- 
national price of rapeseed oil was $ 324 and $ 427 per tome respec- 
tively, the Ministry in a note have stated: 

"The purchase of rapeseed oil against the aid of 1973-74 waa 
not made in April, 1973 or June 1973 when the international 
prices of rapeseed oil were $ 324 and $ 427 PMT respec. 
tively because the aid agreement was signed on 13th 
July, 1973." 

2.1 1. Enquired whether the State Trading Corporation visited 
Canada specifically to make purrchases of rapeseed oil against the 
Canadian grant, the Secretary of the Ministry has stated:- 

"To make purchases under the commemial account they were 
to visit Canada and as under CIDA grant purchases 
of rapeseed and rapeseed oil were b be made, the same 
delegation was required to make the purchases under 
CIDA grant also. They visited Canada towards the end 
of August and retuned in the first week of September. 
They were there for about 10-12 days. They received 
certain &em during this period. These were transmitted 
ta the Government of India. In the Government neces- 
sary examination was undertaken and it was decided that 
this should mt be accepted. The STC delegation, just 
before returning to India. received two further offers 
which they brought with them. They were nut for any 
specific amount. The price was to be determined on the 
basis of an h a t i v e  formula." 

He has added:- 

"There were these offers which the delegation brought with 
them. There were also the offen made by the rep-n- 
tatives of the Canadian firm. These were examined at 
the meeting here and the view was taken that these quc- 
tations are on the high-side. It  was felt that we should 
ask our Commetcial Counsellor in Washingtan to try to 
make purchase at $ 452 per tonne. Soon after that we re- 
ceived further offers for much higher amount. As I said, 
no transactjm could be Analised at the Figure which was 
acceptable to us because in  the mean time the price in the 
Canadian market had risen. The matter was examined 
by the Govenunent. The view was taken that there 
would be difficulty for STC to d e c t  purchases, and, 



in the previous years, the responsibility for effecting pur- 
chases should be given back to CIDA, which t h q  aacept- 
ed. So this is the story of the transacQon up to the stage 
when responsibility for making p w h w  was entrusted 
a'gain to CIDA. Then what happened was this. CIDA 
Ackated an enquiry in December. They finalised the con- 
tract in January for delivery in March. The price at 
which they effected these contracts were definitely higher 
than the price at which STC had received offers and also 
higher than the price which the Canadian firm offered to 
Govanment in October." 

2.12. The Committee desired l o  know at whose initiative the 
State Trading Corporation was asked to make purchases of rappseed 
oil. The Chairman, State Trading Corporation has stated: 

"Apart from the CIDA grant, Government authorisxi the 
STC to purchase about 40.000 tonnes rapeseed oil." 

2.13. On being asked whether i t  was a commerical purchase, the 
Chairman, State Trading Corporation replied in the affirmative. 
He has added: 

"When that was intended, the Canadian Government, I pre- 
sume, thought it fit that rather than our running free in 
their market, somebody should visit and explore the 
market there. It was a coordination. 1 think, between 
the CIDA purchase and our own commercial purchase." 

2.14. Asked who made the commercial purchase, the Chairman. 
S.T.C. has stated: 

"I d o  not think there was any commercial purchase. After 
the deliberations, no contract could be finalised by the 
State Trading Corpora tion. Then Government instructed 
that only O A  purchases wu7d be done." 

2.15. The Ministr?; of Civil Supplies and Cooperation have fur- 
nished a copy of the minutes of the meeting held on 14-9-1973 to 
consider the proposals worked out by the S a t e  Trading Corporation 
delegation, during its visit to Canada, for purchase of rapeseed oil 
from Canada. Extracta from the minutes indicating the details of 
offers received by the delegation, the basis of the ceiling Rxed at $445 
per tonne for the purchase of rapesced oil, etc. are reprodwced in 
Appendix IIT. 

According to the above minutes, the delegation had d& in 
Canada both near and long term posiibilitis with a wide cross- 

scolicm of Canadian suppliec~ with a view to obtain the most corn- 



petitive and reliable supply directly from the crushers thewby elimi- 
nating the middleman brokers. The purchase proposals finally 
worked out by the delegation were on the following basis:-- 

--.----------.---- --- - - -. -. 
A. Pdrchase under CID4 Grant Fur~dr . 2 3 . 1 ~ 1 ~ )  l 'otal  \ . a l u ~  a1 i , t * i l i ~ ~ ~  p ~ . i w  ul' 

$ ~j ~ w r  hl'l' c & l  a h n i t  Kz 
fL c r l w \ .  

2.16. Whjle the deiegation was in Canada. the offer for the first 
shipment of 5000-8000 tonnes was on a fixed price basis of Cans- 
dlan $ 452 per tonne c.i.f. West Coast India. This offer was telexed 
to India by the delegation on 1 Sep?ember, 1973. It appears that 
"the full and correct interpretation of the proposal could no: be 
n ~ a d e  by the Department of Food". 

2.17. In this contest the Ministry i n  a note ha1.c elaborated the 
position as under: 

'.An offer for shipment of 5i)Mi--8000 tonnes of rapeseed oil a t  
the rate of Canahan dollars 452 per M.T. CIE' Wes: Coast 
India was received from M s. Agra Food Industrje; by 
the STC delegation touring Canada, for shipment during 
Kovem'wr early December. 1373. This proposal was open 
till the 4th Gpternber, 1!W, 12.00 noon Kew York time. 
In a note of 4 September, 1973. appraising the offer, STC 
considered the price high and suggested that a price of 
around S 400 but not exceeding Canadian S 425 CIF 
would be of interest." This was on the basis of 
comparison made with the purchases made of soya- 
bean oil on 1-9-1973 at US dollar 460 per MT c&f Bombay. 

In the same note, it was also s!ated that the STC delegation 
had contacted suppliers ~n Canada for short-term and 
long-term supplies and that three firms had evinced inte- 
rest in the supply of rapeseed 011. Out of these three 
flrms, Agra Food had sent proposals for long-term 
arrangements for the supply of 30,000 tonnes of rapeseed 
oil up to July 1974 in  lots of 5,000-8.000 tonne$, Two for- 
mulae were given by the STC delegation a3 follows:- 

( i )  Chicago Board of Trade closing soyaoil prices plus fixed 
charges like overland freight, pumping, Wharfage and 



stevedoring etc. (to bring upto FOB price) less a dis- 
count for quality differential between soya and rapeseed 
oil which is estimated by Mjs. Agra Food Industries to 
be not less than 15 Canadian dollars per M.T. 

(ii) Alternatively the price to be established by STC calling 
world tenders for soya oil rind then using best CIF price 
from such a tender applying agreed quallty discount for 
rapeseed oil. 

Considering this note on the same day, the then Joint Secretary 
(Sugar) commented as follows: - 

( i )  Neither of the two formulae for pricing is acceptable. 
Presently the Chicago Board of Trade prices are consi- 
derably higher than other market prices, and ~t will not 
be economically advantageous to base the pricing for our 
purchase on it. Alternative (ii) has its own inherent 
difficulties and should be rejected. 

(ii) Even the delivery schedule for a small quantity of 30,000 
tonnes of oil is too very protracted and will not be of 
much use to meet our requirements. 

From the above it may be seen that there was no wrong interpre- 
t a t~on  of the  mcssage. In an informed judgement based upon the 
re:sons given by the then Joint Secretary (Sugar), Department of 
Ftwd, the offer was not accepted." 

Asked to indicate the considerations which prompted the Depart- 
mcnt to ask the delegation not to make thc purchases, the represen- 
tati\.c of the State Trading Corporation has stated:- 

"On my record, there is a note to the effect that in view of 
the difficultitlj esperienced by the STC in negotiating 
with Canadian suppliers of whom one was found sub- 
mitting offers all the time, both the Joint Secretary in 
the Ministry of Food and the Joint. Secretary in the De- 
mrtment  of Economic ~ f f a i r s  independently came to 
conclusion of not accepting these offers." 

2.18. Acco~ding to the Audit Paragraph the delegation obtained 
four firms offers fo r  23.00U tonnes on c.i.f. basis. The price w a s  
provisionally assessed as Canadian $ 445 per tonne. The Committee 
were informed that on 14 September. 1973 it was decided to autho- 
rise :he Regional Manager of the State Trading Corporation at New 



York to finalise contracts for these 23,000 tomes of rapeseed oil. 
Basal on the market report of 10 September, 1973, a telex message 
was atent on 18 Sepkm'k r  1973 to finalise the deal within the ceiling 
of Canadian $ 445 per tonne. Asked to state why the telex m-e 
was delayed by 5 days i.e., it was sent on 18 September, 1973, when 
the decision about it had already been taken on 14 September, 1973, 
the Minisfry in a note have stated: 

"The telex message was sent on 18 September, 1973 as the 
authorisation of the Committee of Management lor STC 
New York to make purchases was given at a meeting 
held on 17 September 1973. Under delegation of power 
the Committee of Management only was competent to 
give this authority to Regional Manager, New York" 

2.19. E n q u i d  about the names of the companies which gave the 
four offers, the Secretary has stated:- 

"Agra Food offered 16,000 MT; Western Canada Seed Pro- 
cessors offered 4,000 M.T.; M s Saskackewan Wheat Pool 
offered 2,000 M.T.; MIS. Cooperative Oil Mills offered 1,000 
M.T. The first one was a separate offer. The three 
other were made as joint offer. The total quantity was 
23.000 M.T." 

He has added in this context: - 

'There is a record of discussion. There is also a w o r d  ~ a y i n g  
that the Canadian offer was being received again and 
again froan the same pariy. There was a suspicion that 
we are not having competitive offers." 

2.20. The Committee desired to know why !the Regional Manager 
&d not complete the work entrusted to him. In reply, the Ministry 
have stated: 

''The Regional Manager, STC, New York although was autko- 
rised on 18 September, 1973, to Artalise contract for 23,000 
M.T. of rapeseed oil could not finalise any contract because 
no offers were available within the ceiling of Canadian 
$ 445PMT C&F a u t h o r i d  to him." 

2.21. While the Regional Manager of the State Trading Corpora- 
tion was negotiating with the suppliem, the President of a Canadian 
fuln visirted Xew Delhi and offered on 28 September, 1973, 16,OW 
tonnes of rapeseed oil for delivery between December 1973 and 
March, 1974 at the price of Canadian $ 549.29 per tonne CW. This 
d e r  was considered at an intermjnisterial meeting on the same day 



i.e., 28 September, 1973, but the price was considered very high as 
compared to the prevailing prices according to Chicago closing for 
soyabean oil on that day, which were $ 516.39 per tonne for Decem- 
ber 1973 shipments and $ 497.66 per tonne for March 1974 shipments, 
the price differential between soyabean and rapeseed oil (price of 
which is lower) being usually $ 15 per tonne. 

2.22. Since the price offered by the President of the Canadian 
firm was considered to be on the high side, the Committee desired 
to know whether any express instructions had been sent to the New 
York Regional Manager to go about making the purchose on the 
spot in view of the rising trend. The Chairman. S.T.C. has stated: 

"Since the ceiling of the New York Manager remained a t  445 
dollars obviously he could not purchase. There is nothing 
on record to say that he  could pay a higher price and 
purchase." 

2.23. Elaborating the position, another representative of the 
State Trading Corporation has deposed:- 

"May I make a point which could be relevant? We told our 
New York agent: 'Since you are unable to bring forth any 
offer which was below or anywhere near the ceiling, STC 
shifted to the specific nffer which came from Agra Foods'. 
What happened was that while the initial offer of $ 549 
was not acceptable, subseyucntly on 16 October, Agra 
Foods again gave another offer of $539 to which we made 
a counter offer of $475 which was not accepted by them 
and, therefore, nc contract could be concluded. In the 
meantime, on 24 October we were advised by the Depart- 
ment of Food that CIDA would be malung the purchases." 

2.24. Enquired whether the Canadian High Commission had cau- 
tioned the Government of India thlough a letter that the Canadian 
International Development Agency would not be able to procure 
rapeseed oil as competitively as the State Trading Corporarion could 
but that as the STC could not finalise the contracts, the CIDA had 
been asked to procure rapeseed oil on behalf of the Government of 
India under the 1973-74 food aid a!location for India, the k r e t a r y ,  
Ministry of Civil Supplies and Cooperation has replied in affirnma- 
t h e .  At the instance of the Committee. the Ministry have furnish& 
a copy of the letter which is reproduced below: 

"We are supplying rapeseed oil to India under the Canadia~ 
Food Aid Programme fw the Arst time this current fiscal 



year. I thought I should review in thig letter some of 
the delays in the decision making process both in Canada 
and in India, which have resulted in s~~bstantial ly higher 
prices now having !o be paid for the rapeseed oil. 

You will recall that the Canadian High Commission took the 
initiative in inviting a delegation from the Goverrmxmt 
of Indm to vlsit Canada for the purpose of purchasing 
rapeseed oil, in part under the Canadian Food Aid Pro- 
gramme and in part on commerclel terms. After consi- 
derable *delays it was finally decided to send a Director 
from the Stare Trading Corpora!ion to Canad3 in late 
August early September. On 4 Septrmbcr. a Canadian 
firm oflrred him 5-8.000 metric tons of rapeseed oil at 
a C and F price of Canadian dollars 451. Unfortunately 
the STC Director could not Ram confirmatmn from the 
Govern~nent of Indla to enter into a contract at thls 
attracrive price. 

Then on 28 Sepkmber. the President of the major Canadian 
producer of Canadian rapeseed oil Agra Food.; Limited. 
visited India and made an offer to the State Trading Cor- 
poration of 16.OC)O metric tonne at Canadian dollars 549.29 
C and P; this (ffer tvas also rejected h!, the Government 
of India. On 16 Octobe~.  the same Canadian Company 
made a revised offer of 5.800 metric tops at Canadian 
dollars 539.77 C and P: this offer was also rejected. It 
became clear that the only way rapeseed oil was to be 
procured from Canada was for CIDA itself to take pro- 
curement action under its normal tendering procedures. 
I cautiotxd the \,arious concerned Government of India 
Officers that CWA would not be able to procure rapeseed 
oil as competitively as the Sta'e Trading Corporation 
given the ver\- nature of their tendering procedures. 
Xonetheless there seemed to be no alternative and against 
better judgment I convinced CIDA to procure the rape- 
seed oil on behalf of the Government of India under the 
1973-74 food aid a l l ra t ion for India. 

The Canadian Cornmercisl Corporation, acting for and on 
behalf of CIDA, let the fitst contract on 22 November for 
5,700 of metric tons plus or minus 5 per cent a t  Canadian 
dollars 596.71 per metric ton C and F. I have not got 
confirmed details regarding other contracts that might 
have been let. but ten,ders closed 11 December for the 
remaining rapeseed oil tonnages, and the best prices 



of.fered were apparently $739.81 C and F for 6,300 metric 
ton4 and Canadian dollars 74l.76 C and F for a further 
2,383 meric tons. 

Hit~dsight allows us to quantify the dollar cost of the delayed 
dec~sion which made it necessary for CIDA to purchase the 
rapeseed oil for the Government of India. Presuming con- 
tracts are awarded according to the best prices offered 
against the tender closing 11 December, details of which I 
have quoted above, India will be purchasing in total 14,383 
metric tons of rapeseed oil from Canada under the Food 
Aid P~ogramme at a total cost of Canadian dollars 9,829,664 
(according to my own rough calculations). Compare t b s  
with the 16,000 metric tons that could have been pu~chased 
on 28 September a t  a total C and F cost of dollars 8,788,640. 

I well realise that there were various difficulties which made 
i t  difficult for the State Tmrading Corporation to conclude 
any contract with the Canadian suppliers on the basis of 
the offers received lvhich I have quoted above. For one 
thing, 1 understand that the decision whether or not to 
procure the rapeseed oil from Canada against these various 
offers did not sent entirely and solely with the State Trad- 
ing Corporation. Pel haps the future may bring a better 
understanding of Canadian rapeseed oil prices and the 
close relationship with the Chicago soya oil market. 
Three representati~~es frt.m Agra Foods Limited are ten- 
tatively planning to \*isit New Delhi during the third wetk 
in J a n u a ~ y  to explain the peculiarities of the market in 
more details. In fact. we ha1.e invited them to lead a short 
seminar/discussion on Canadian rapeseed oil at 5 P.M. 
on 23 January to which we will invite concerned officers 
from the C O ~ ~ I - n m e n t  of India. I hope this will lead to a 
better understanding of the difficulties on both sides. 

Let me emphasise that i t  is not my intention in bringing to 
light the various facts outlined in this letter to criticize 
the State Trading Corporation. the Department of Food. 
or the Department of Economic Affairs. In' fact, my criti- 
cism is levelled generally at Government of India pracure- 
ment procedures and Canadian Government tendering 
procedures. The red tape and delays inherent in our res- 
pective procedures have cost the Canadian tax-payer a 
great deal of money for nothing under the Indian food aid 



allocation, and I am only hopeful that our respective proce- 
dures regarding, canadian food aid can be streamlined in 
1974/75 and future years." 

2.25. Asked to state the usual procedure followed by the State 
Trading Corporation for making purchases overseas, the Executive 
Director, State Trading Corporation has stated in evidence: - 

"Currently, for edible oil pu~rchases we have registered s u p  
pliers with our various foreign offices like New York, 
London and Singapore. For registering suppliers we 
check their credentials. When we decide to make a pur- 
chase, we send a purchase enquiry through our foreign 
offices, and they in turn send the enquiry to the registered 
suppliers and invite offers for specific quantities to reach 
us by a specified time the following morning. These offers 
have a limited validity period, upto the end of the follow- 
ing day. After the receipt of the offers, we evaluate the 
offers. We have a Purchase Committee of the Board of 
the STC which includes the Director in charge of STC. 
two Joint Secretaries from the Ministry of Commerce, a 
Joint Secretary from the Ministry of Finance. This Pur- 
chase Committee then assesses these offers and takes a 
decision whether to buy or not to buy." 

2.26. Asked why one man delegation was sent and why the pur- 
chases were not made through the STC representative there, the 
Executive Director of STC has stated: 

"At that time, the CIDA purchases normally were carried out 
by CIDA authorities themselves. It is only in one or two 
cases that STC was required by the Government of India 
in consultation with the CIDA authorities to undertake the 
purchases. Secondly, the delegation went out to Canada 
because it was the Canadian authorities who suggested 
and invited the delegatiw from India to go out and ex- 
plore the possibility of making long term arrangement for 
purchases of rapeseed oil. The p r q m a l  of STC was to 
send two-man delegation-a representative of the G o v m -  
ment and a representative of the STC. But it was Anally 
decided that only one man was to go." 

2.27. Asked whether, before making the purchases of rape- and 
ram oil, tenders were invittd from all Canadian producers and 



purchaser, ware made against the lowest tenders, the Secretary of the 
Ministry has stated: 

"There were two agencies which made the purchases, some- 
times the Canadian International Development Agency and 
sometimes State Trading Corporation." 

He has added: 

"The Canadian International Development Agency is the deve- 
lopment aid agency of Canada. I t  has no rapeseed of its 
own. Like the State Trading Corporation, i t  also invited 
quotations and on the basis of those quotations it made 
purchases." 

2.28. Asked whether i t  was a condition of the loan agreement that ' 
purchases must be made through CIDA, the Secretary of the Ministry 
has stated:- 

"Normally, the aid giving agencies keep themselves aloof from 
the purchases and in this case also initially the decision 
was that the purchases would be made by an Indian Gov- 
ernment agency and by the Canadian International Deve- 
lopment Agency. Subsequently. we got a letter from them 
saying that if we enter the market, we will face problems." 

2.29. After pointing out that the purchases against Canadian aid 
upto 1972-73 were made through the Canadian International Deve- 
lopment Agency the Committee enquired how the prices paid by 
that agency for those purchases compared with the then prevailing in- 
ternational prices. The Committee further enquired whether the 
margins between the quotations received in September, 1973 and the 
then prevailing international price were more than the margins in 
the case of purchases through the Canadian International Agency 
against Canadian aid upto 1972-73. In  reply, the Ministry of Civil 
Supplies and Cooperation have in a note* stated as follows:- 

"(a) As per the terms and conditions of the LoaniGrant Agree- 
ment, rapeseed and rapeseed oil were to be purchased by 
CTDA on behalf of India from the Canadian market. 
Hence, the question of comparing prices a t  which rape- 
seed/rapeseed oil was purchased with the then prevailing 
international price would not arise. However, a statement 



showing the rates a t  which purchases were made in 1872 
and the corresponding prevalent international p'rices is 
given below :- 

Rapeseed 

Oral 
Datc of Purcl~asc (By. , LITi Dace of Sliip- Raw Ch s Inte~~national p1.ic.c 

rnrnc ( l j S  $! 

(b) Upto 1972-73, India purchased only rapeseed. It was only 
during 1973-74 that India obtained rapeseed oil in addition 
to rapeseed. In September. 1973 quotations were received 
for rapeseed oil and not for rapeseed. Therefor, the mar- 
gins between the quotations received in September 1973 
for rapeseed oil and those fcr rapeseed which was purchas- 
ed upto 1972-73 may not be comparable." 

230. Since the Department of Food had informed the State Trad- 
ing Corporation on 24 November, 19'73 that all purchases of rapeseed 
and rapeseed oil against the aid for 1973-74 would be made by the 
Canadian International Development Agency as before, the Canadian 
Commercial Corporation concluded three contract, for a total quan- 
tity of about 14,000 tonnes of rapeseed oil at prices ranging from 
Canadian $ 596.71 to 741 76 per tonne C & F Indla. According tr, 

the Audit Para, purchases at these rates cost about Rs. 248 lakhs more 
as compared to the assessed p r ~ c e  of Canadlan $ 445 per tonne C & F 
indicated in the meeting of 14 September 1973 and about Rs. 138.76 
lakhs more as compared to the price of Canadian $ 549.29 per tonne 
C & F offered on 28 September, 1973. The entire yuantity of about 
18,500 tonnes of rapeseed was also purchased by the  Canadian Inter- 
national Development Agencv against the grant for 1973-74. The 
Committee desired to know whethet a t  any stage the question of the 
relative advantage of Canadian International Development Agency 



buying and the State Trading Corporation buying rapeseed oil was 
examined. In reply, the Ministry in a note stated: 

"In consideration of all these facts, Government finally came 
to the conclusion that it would be better if CIDA itself went 
for contracting the material obtainable under their grants." 

2.31. Asked whether it was the failure on the past of the Gov- 
ernment or the failure of the delegation to purchase rapeseed oil the 
Secretary of the Ministry has stated:- 

"The responsibility of taking higher decision was that of Gov- 
ernment. There was no question of ascribing the failure 
to .  . . .He had gone there, studied the market. obtained the 
offer and some offers he telexed from there. These were 
considered at the Government level and the Government 
thought that they were on the higher side. Subsequent to 
that by the end of September o r  December they were not 
accepted when the price was rising and it was felt to leave 
the purchase business to Canadian International Develop- 
ment Agency. This was the  decisinn taken by Govern- 
ment.'' 

2.23 The Ministry of Civil Supplies and Cooperation h ~ v e  furnish- 
ed the following figures* indicat~ng the corresponding international 
prices when the Canadian International Development Agency made 
the purchases of rapeseed oil aqainst their contract during 1973-74:- 

2.33. According to the Audlt Para. Canada also authorised Gov- 
ernment of India to purchase rapeseed and rapeseed oil against the 
grant of Canadian $150 lakhs for 1974-75. As Canada agreed to uti- 
lisation of the entire grant for purchase of rapeseed oil. the State 
Trading Corporat~on ~nvlted tenders cn 31 December. 1974 for pur- 
chase of rapeseed oil. The Committee desired t ( ,  know the cons~dera- 
tions that led the Government to decide finally that the purchase 
of rapeseed oil for 1974-75 should be made by the State Trading Cor- 
poratim. The ~eprescntativc of the hlinlstrv of Finance (Depart- 
ment of Economic Affairs) has stated: 



"In 1974-75 there was a letter from the Canadian High Com- 
missioner in October 1974 in which they referred to the 
wevious years' experience, i.e., when CIDA had made the 
purchase and stated that this had resulted in  a loss since 
the tendering procedures of the CCC (Canadian Commo- 
dity Corporation) are most inappropriate while purchasing 
speculative commodities like rapeseed oil, and suggesting 
that STC may make the purchase.'' 

In this context, he read the following extract from the letter 
of the Canadian High Commission:- 

"The STC could not finalise any contract with the Ca.nadian 
suppliers and CIDA was then forced to go the market 
through the C .  C .  C . This resulted in a loss of food worth 
approximately 2 million dollars since CCC tendering prac- 
tices are most inappropriate while purchasing speculative 
commodities like rapeseed oil. Consequently, we wonder 
if your Ministry is not considering reverting to usual ten- 
dering practice." 

2.34. Since in 1974-75, the purchases were made by the State Trad- 
ing Cwporation, the Committee desired to know whether these 
purchases were made by STC on its own or it took orders for the same 
from the Ministry as was the case fomerly. In reply, the Chair- 
man, STC has stated:- 

"In this particular purchase in early 1975 i t  so happened that 
the prices were f0-und to be high. Eventually the contract 
was finalised in consultation with the Government." 

2.35. Clarifying the position, the Secretary of the Ministry has 
stated :- 

'When in 1974-75 the responsibility was again given back to 
the State Trading Corporation the intention was that the 
decisions would be taken by STC on a commercial bads. 

In fact. when STC chose to consult the Ministry, the view 
taken was that this was a commercial purchase and STC 
should use its own judgement. But I think STC thought it 
advisable to consult the Ministry. Therefore, at  the final 
stages, the Ministry did come into the picture." 

2-36. The Committee asked whether there was any difference in 
the arrangements made for the purchase of rapeseed oil during 



3974-75 and in the previous yews. The Secretary, Ministry of Civil 
Supplies and Cooperation has stated:- 

"Learning from the experience of the previous years, to start 
with, unlike the previous years, the State Trading Corpora- 
tion was not asked to operate within a particular level of 
quotations or to seek the plrevious concurrence of the gov- 
ernment before flnalising its contract.'' 

237. The Committee note that a omman delegation of the State 
Tradina; Corporation had gone to Canada on 27th August, 1W3 to 
megotiate arrangements for import of re- oil on commercial basis 
a d  Jmd remained there till 12 September 1973. Canada had authorised 
the delegation to purchase repeseed oil against the CIDA grant for 
1973-74. Government of India has therefore, authorised tbis delegation 
to purchase repeseed oil within the ceiling d Canadian 45o-500 per 
tonne- The delegation after discussing both near and long term pur- 
chase possibilities with a wide cros?~~section of Canadian suppliers 
with a view to obtaining the most competitive and reliable saurces of 
 upp ply in Canada from crushers, thereby ' eliminating the middlemen 
brokers finally obtained four firm offers for 23,000 tonnes on c.if. basis 
linked to Chicago price for soyabean oil (the price was provisionally 
assessed as Canadian S 445 per tonne for shipment between November 
1973 and blarth 1974. Immediately after return of the delegation, 
the Bqional Manager of the State Trading Corpuration at New Y& 
w- aathoriPed to finalise contracts for 23,000 tonnes of rep&W?d oil 
(against Canadian aid) within the ceiling of Canadian $ 445 per tonne 
However while he ww negotiating with the suppliers, the Presi- 
dent of one of the Canadian Mrms visited New Delhi and offered 
o n  28 September 1973, 16000 t o n n ~  of rapeseed oiI for delivery 
between Decamber 1973 and March 1974 at the p e e  of Canadian 
$ 549.29 per tonne C & F. This price being very high as compared 
b the then 'prevailing prices the offer was rejected. ~nather offer 
made by the Indian agent of the same company on 16 October, 1973 
for 5006-8000 tonaes for shipmeat in March 1974 at Canadian 
$ U9.77 per tonne C & F Bombay or Kandla was 8190 mjacted on 
the cramc gmund. On 17 October 1973. the ~tate 'Trading C*PM~- 
tian gave a counter offer of Canadian $ 475 per tonne. The 
couatcrrolar was not accepted by the Csmpmy. In m-g corn- 
pubw of the prevailing internatha1 p h  of * ~ a b a n  of 
$ 51839 per tonne for December 1913 shipments and $491.66 Per 
tanma for March 1974 shipments, the fact that these PAW were 
Q&! p&m and $ 58 for foblng charge. 30 for f rc iLt  and dY- 
f e -4~  d in  pi^ d $15 per metric tome (minus) bad to be added 
r -mre wi* c (i F quotad prka  w u  1-t dpbt of. Evenbw 



the purchase of rapeseed oil was entrusted to Canadian Interam- 
tional Development Agency on 24 November, 1973. 

2.38. Tbe Committee regret that from the very beginning no 
policy was followed in regard to the purchase of rapeseed oil agaiast 
the grant from Canadian Government. Initially, the purchase d 
rapeseed oil was made by the Canadian International Development 
Agency through the Canadian Commttrcial Corporation, the St* 
Trading Carporation of India acting more or less as handling agQnt 
for shipment and distribution inside the country. During AugrPt- 
September 1973 a delegation from the State Trading Corporation d 
India having gone to Canada to negotiate arrangements for impart 
of rapeseed oil on commercial basis, it w a  authorised by Canada to 
purchase rapeseed oil against the aid for 197974. Unfortunatab 
the S.T.C. could not finalise any deals although its delegation wr 
in Canada and was in direct touch with the suppliers, Though tha 
quotations received by the delegation of the State Trading Corparrt 
tion from four firms for 23,000 tonnes at $ 445 per MT C & F Indim 
were the same as assessed provisionally b y  the delegation, yet tk 
delegation, failed to execute the contracts on the spot. The rcspcla- 
sibility for the failure lag squarely on the Government which b d  
failed to evolve any satisfactory purchase procedure. 

2.39. The Committee have been informed that based on the mrr- 
Let nport of 10 September 1973, a telex message was sent to tb 
Regional Manager on 18 September 1973 to finalise the deal w i t b b  
tbe ceiling of 445 dollars per tonne. The Committee arc, howe* 
amazed to find that while the M o n a 1  Manager of the State T r d  
ing Corporation was still negotiating with the suppliers, the Prad- 
dent of a Canadian firm was allowed to visit India and offer a 
28 September 1973 16,000 tonnes of rapeseed oil for delivery bet* 
December 1973 and March 1974, at the price of 549.29 dollars pa 
tonne C. & F. This ofler, followed b;y another offer receivad 
16 Octobre 1973 from the same finn at the price ab 539.77 dollars pb 
tonne were not accepted being very wh. In the meantime, tbrr 
Regional Manager of State Trading Corporation, who was ncgoCW- 
ing with the suppliers, also failed to clinch the deal as offers 
not available within the ceiling of 445 dollars then. The Comminsb 
fail to understand why exprew inotmctionR were not h a d  to 
segiobal Manager to go aheed for mclking purchases on the 
fiadiag that there was a rising trend in prices. 

246. In this conaectim, the Committte would like to point 4 
that tbe Connsetlor, Canadian High Cornmisalon in his letter dmtd 
ZB Ihmmbcr, 1973 add- to the Joint Stcretary, Ministry of IrL 
urcc (*&meat ot E c o n d d  Amin) had poiatad ortt tbrt O.r- 



fortunately the State Trading Corporation Director could not get 
Confirmation from the Government of rtrdia to enter into a contract 
at  an attractive price" with a Canadian firm who offered him 
5000-8000 metric tons of rapeseed oil at a C&F price of Canadian 
dollars 452. The Counsellor had also stated that "the only way 
rapeseed oil was to be prwured from Canada was for CIDA itself to 
take procurement action under its normal tendering procedures. I 
cautioned the various concerned Government of India officers that 
CU)A would not be able to procure rapeseed oil as competitively 
as the State Trading Corporation given the very nature of their 
tendering procedures. Nonetheless there seemed to be no alternative 
and against better judgment I convinced CIDA to procure the rape- 
seed oil on behalf of the Government of India under the 1973-71 food 
aid allocation for India." The Counsellor had stressed in his letter 
that "my criticism was levelled generally at Government of India 
procurement procedures and Canadian Government tendering pro- 
cedures. The red tape and delays inherent in our respective procc  
dures have cost the Canadian taxpayer a great deal of money for 
nothing under the Indian food aid allocation and I am a l y  hopeful 
that our respective procedures regarding Canadian food aid can be 
Streamlined in 1974-75 and future years." 

2.41. This failure to procure rapeseed oil by the State Trading 
Corporation resulted in entrusting the purchase of rapeseed oil back 
to the Candian international Development Agency on 24 November, 
1973. The Caaadian Commercial Corporation concluded three con- 
tracts for a total quantity of about 14,000 tonnes of rapeseed oil a t  
prices ranging from Canadian $ 5M.71 to 741.76 per tonne C & F 
India against the aid for 1973-74. Thus the country bad to pay beavilg 
for the purchase of rapeseed oil through the ClDA which cost about 
Rs. 248 lalths more as compared to the a ~ d  price of Canadian 
$445 per tonne C&F indicated on 14 September, 1973 and about 
Rs. 138.78 lakbs more as compared to the price of 549.29 dollars per 
tonne offered on 28 September. 1913. The Committee are of the 
opidon that in depth study may be made shout this loss witb a view 
to fhhg rs~ipandbil i t~ and taking appropriate action. 

Ntw DIWTI; C. M. STEPHEN, 

April 12. 1938. 
Chaitm 22, 1900 ( S )  

Chairman. 
Puh1:c Accol~nts Committee. 



(Vide paragraph i.14 of the Repart) 
Salient features of loan agreements and grants 

1.1. We imported rapeseedpapeed oil from Canada both under 
the Loan Agreements as well as using Canadian grants. Therefore, 
the salient features of both the Loan Agreements and grants are 
furnished below : 

1.2. Loan Agreements 

Canada shall make available to India ra.peseedjrapeseed oil as 
loan on the terms and conditions mentioned below: 

(i) Canada shall open on its books a Loan Account in the 
name of India and shall credit to such account the full 
amount of the Loan. 

(ii) The Loan shall be free from interest, commitment or 
service charges. 

(iii) Repayment of the principal amount of the Loan shall be 
made in eighty semi-annual instalments over a period of 
forty years, the first instalrnent being payable after ten 
years. 

(iv) India shall have the right to prepay principal in whole or 
in part on any date without Notice to Canada 

(v) All payments and repayments shall be made in Canadian 
dollars to the Receiver-General of Canada. 

(vi) The principal of the Loan shall be paid without any 
deductions whatsoever and more particularly *hall be free 
from any taxes, charges or other restrictions hp"ed 
under the Laws of India. 

(vii) Except as may otherwise be speciffcally agreed to by 
Canada, the proceeds of the W n  shall be used by India 
exclusively for the purchase of commodities in Canada. 

(viii) Commodities w t r a c t e d  for prior to the effective date ot 
this Agreement may not be financed out of the ~ e e d a r  
of the b a n  except as may otherwise be agreed to by 
Canada 



(tt) Proceeds from the Loan ball not be usd by India to meet 
the costs of any taxes, fees or customs duties. 

(x) Subject to the conditions and limitations set forth, India 
shall be entitled to withdrawals from the Loan Account in 
such amounts as are required to meet the reasonable costs of 
the commodities eligible for financing as the c o s t  become 
due and payable. 

(xi) India shall provide Canada with a copy of each invitation 
to tender, contract and/or purchase order for the procure- 
ment of commodities in respect of which any withdrawal 
is to be made. 

(xii) India may, by sixty days' notice to Canada cancel all or 
any part of the Loan not withdrawn by India prior to the 
giving of such notice. 

(xiii) If the full amount of the Loan is not spent for the Project, 
the balance will be cancelled on completion of the Project 
by sixty days' notice from Canada. 

(xiv) India shall afford accredited representatives of Canada 
all reasonable opportunities to visit any part of the terri- 
tories of India for purposes related to the Project and the 
Loan Agreement. 

(xv) Before any purchase contracts are entered into, the con- 
tracting authority shall invite tenders from all Canadian 
producers unless otherwise agreed to by the Canadian 
International Development Agency (CIDA). 

(xvi) If other than the lowest tender with acceptable Canadian 
content is to be approved, the concurrence of the CIDA 
shall be obtained. 

(xvii) The Government of India shall be respondble for- 

(a) Arranging and paying for ween freight and insurance; 

(b) Inspection of the commodities prior to the packing and 
shipping; 

(c) Preparation and submission of claim for short shipments, 
and loses or damage to the m m m d t k  while in 
transit. 

( x m )  Statements of disbursements will be p w e d  by CIDA 
and forwarded to the Government of Inclla et six monthly 
intervals. 



2.1. The salient features of the grant agreements for the imporb 
of rapeseed/rapeseed oil are outlined below. 

2.2. The Government of Canada shall, under Canada's Interna- 
tional Development Assistance Programme, make available to the 
Government of India rapeseed oil worth one million Canadian 
dollars (C $ million) in the form of a grant. 

2.3. The r a ~ s e e d  oil shall be supplied FOB vessel including all 
outward elevation charges at  the port of loading. Proof of fulfilment 
shall be furnished by the presentation of shipping documents (quality 
and weight certificate, bill of health and a clean-on-board bill of 
lading). All expenses concerning shipping and marine insurance, 
demurrage, detention, storage, interest charges and any other charges 
arising a t  both load and off-load ports, including stowing and trim- 
ming charges aboard the freighter for the rapeseed oil supplied under 
the Canadian Assistance shall not be covered under the grant assis- 
tance, but borne by the Government of India. 

2.4. If the full amount of this grant is not committed by India by 
March 31 of the year in which aid is given, the balance of this Grant 
shall automatically stand cancelled, 

2.5. The computation, use and accounting of the equivalent in 
India Rupee currency of the Food Grant (referred to as the counter- 
part fund) will be in accordance with the agreement between Canada 
and India. 

2.6. The Govetnment of India shall authorize the Canadian Inter- 
national Development Agency to make purchase, of rapeseed oil on 
behalf of the Government of India, using its best efforts to purchase 
at  the best possible competitive prices, consistent with supply condi-. 
tioris obtaining in the Canadian Market. The Government of India 
or their freight forwa~ders shall commission a Canadian freight for- 
warder a s  its agency to deliver the supplies of rapeseed oil to the 
port of deiivery, and shall designate the Supply Wing of the Indian 
Embassy, Washington and the State Trading Corporation of India as  
its authorised agencies to perform the necessary functions relevant 
to the supplies. 

2.7. The Government of India shall supply the Canadian Inter- 
national Development Agency through the Canadian High Commis- 
sion in New Delhi with all details of such vessels in Indian ports 
before the arlival of the vessels in India and also relevant details of 
distribution of the rapeseed oil in the local market within two months 
of such distribution. 



28. In connection with the allocation by Canada of million dollars 
;finr the purchase of rapeseed oil under the Canadian Food Aid Pro- 
.gramme, the Government of India and the Government of Canada 
.agree to undertake all reasonable precautions to prevent-the disrup- 
tion of normal commercial trade in edible oil and oil seeds by this 
;transaction. In particular, the Government of India undertakes: 

(a) To ensure that Indian exports of oil seeds andjor edible 
oils (excluding hand-picked and selected peanuts for direct 
human consumption) do not exceed in terms of FOB value 
the CIF value of commercial imports of oil seeds and/or 
edible oils during the import period related to any Usual 
Marketing Requirement (UMR) established for oil seeds 
or edible oils, or during any subsequent period in which 
rapeseed or rapeseed products are imported pursuant to 
this allocation; and 

(b) Not to divert to any other country shipment of Canadian 
rapeseed or rapeseed products made pursuant to this allo- 
cation to India. 

b n / A i d  received from Canada for import of rapeseed and rapeseed 
oil ( in  lakhs of C $) 

. . - - - - . - . - . . . . . . . - --- - - - - - - - - 
Ycar Lran 

Grant 



APPENDIX 11 
(Vide paragraph 1.46 of the Report) 

Statement showing the controlled Price of Vanaspati in different 
Zones since 1972 

, 
I (Rs. per tonne) -- 

North South E M ~  West 
Zone Zone Zone Zone 

'9P 

Jan. 8 to Jan. 2% . . .  4907 4692 4941 478s 

Jan. 23 to Feb. 7 - 4907 4692 4941 4785 

Feb. 8 to Feb. 22 3 ,  4792 11  p 1 

MaKh 8 to March 22 9 )  81 PJ PP 

March 23 to April 7 I *  ,, I I I I 

April 8 to April 22 19 9 ,  

* M a y  23 to June 7 . . . ., ,, I t  

June 23 to July 7 4957 4792 4981 4885 

July 8 to July nn ' . . .  ,, P I  ,, 

Aug. 8 to Aug. 22 5152 4987 5176 5080 

Oct. 8 to Oct. nz 5552 5387 5576 !Hue 
Oct. 23 to Nor. 8 , )  I , , I  

Nw. g to Nw. 22g 565s 5487 5676 5:f'o 

Nov. 23 to Dec. 15 ,. , . 
Dec. 16 to Jan. I, 1973 . 81 I *  1 v P I  

N m  pa tonne price of van.rprti wld in 16.5 kg. p r k r ,  at yrcdcrtrs" 
stage i d .  . of a c k  duty. 

*June 8 to June 22 11 4592 



North tjouth Emt Went 
Zone Zone Zone Zone 

'973 

Jan. 2 to Jan. 15 . . . .  6052 5877 6076 5980 
Jan. 16 to Jan. 31 . . . . , , 9 , $ n 

Feb. 1 to Feb. 15 . . . . , , , > ,, 9) 

Frb. 16 to Fch. 28 . , ,) P* 

March I to March 15 . $ 7  7, ,, 1, 

March 16 to March 31 . 9 ,  ,, 9 9 ?. 

April I to April 15 . 9, I ,  $ 9  1. 

April 16 to April 30 . 9 ,  ,, 1~ 

May I t o  May I 5 . ,, w 

Junc I to June 15 . 6802 5637 6825 6750 

Junr 15 to Junr 30 . 9 I 9, 

July I to J u l y  15 . Y 9 ,  

Julv16toJul\31 . 7552 7387 7 576 7430 

Auq. 16 to Aug. 31 . ,. 
.Srpt. I to Scpt. 15 . . 
Srpt. 16 to Scpt. 30 . ., 
Oct .  I to Or(. I 5  . 

Oct. 16 to Oc!. 31 . 

Nov. I to Nov.  I 5 . 1. 

Nov. 16 to Nov. go . 525" 7187 7376 7280 

No.n: luprcmts  prr tonne price or vanaspati aold in 16.5 kg. packs, produmr* rage 
incl. of e x c k  duty. 



North South Earl West 
Zonc Zone Zonc Zone 

Fcb. I to Feb. 15 . 
Fcb. 16 to Feh. 28 . 
h k h  1 to March I 5 

MPrch 16 to March 31 

April I to April I 5 . 
April I 6 to .4pri1 30 . 

May I to May 15 . 

M a y 1 5 t o h l a y 3 1  . 
June I tn June I 5 . 

JuIX 15 to Ja". 1375 

Wrst (h1) *M'cst [G) 
Zonr Zone 

*West (S . . \I'w 7 ~ n e ,  hlaharashtra. 

*Wmt (G) . . . Wrst 74nr. Gujarat. 

Note: -rrprmntJ per tonne prirr of \ anaspat1 sold In 16 5 kg packq. at protiucrrs 
incl. of rxcisr dun. 

Thrrr 1s nc chanqr In vansunatl w v  Junr r j t c ~  Jan. r,. 1q75 



APPENDIX 111 
I .r 

(Vide Paragraph 2.15 of the Report) 
Extracts from Minutes of the m t i n g  held on 14-9-1973 

"Shri Gujral stated that, while in Canada, he discussed both near 
and  long term purchase possibilities with a wide cross-section of 
Canadian suppliers with a view to obtain the most competitive and 
reliable correct of supply in Canada. He also pointed out that 
purchases from Canda would be made directly from crushers there- 
by eliminating the middlemen brokers. This would not only help 
,obtain lower prices for us but also achieve a major break-through 
in establishing direct contact with suppliers. The purchase propo- 
sals finally worked out by him were on the following basis:- 

A .  Piirchiurn undr~ CIDA Grant Funds . 2 3 . ~ 0  Total value at ceil- 
ing pricc of dollan 
445 per hiT C&T 
about Rs. 8 crores. 

R Purchaw~ on commrrc~al basis for thc pcncd Apnl- 43.000 Total value at an 
D r c  1974 on long trcm basis atmated average 

pncc of dollars 425 
per hiT C 8 F 

about Rs q crorcs. 

-- 
T O T ~  : . 6 6 . ~ ~ )  Rs. 22 crorrr 

.-\pprox. 

Agra Foods have offered oil conforming to FA0 Inter- 
national Specifications. The other three parties have specified that 
the oil sold by them would be in accordance with Canadian Govern- 
ment specifications Crude rapeseed oil 32-GP-300. 17th September, 
1965. They maintained that the quality requirements under these 
specifications are more stringent and, therefore, superior to WHO/ 
F A 0  specifications. The Department of Food would, however, exa- 
mine these specifications and inform us (within the next two days) 
whether these would be acceptable to them to enable us confirm the 



same to the suppliers. The Food Ministry has approved both the 
above specifications subject to the condition that the physical and 
chemical characteristics included in WHOIFAO specifications but not 
covered by Canadian speciflcations, will conform t o  WHOFA0 
standards. 

(A) Purchase under CIDA Funds 

In the context of purchase under CIDA funds, Shri Gujral stated 
that offers were obtained for supply of 23,000 MT for shipment 
between December, 1973 and March, 1974 from the following 
suppliers: - 

I .  Agra F m f s  . . 1 6 . m  

2. Watern Canada Sccd Proct.loon , 
'."' 7 Thmr p a r t n  havc  

made a ~oint slffcr. 
3. Sarkachewan Wheat Pool . 2 . m )  

I 
4. Cooperative Oil Mills . I . ~ m  J 

- - - - - - - . 

Shri Gujral also explained that purchases under CIDA grant can 
be made only from Canada. Normally, purchases under this grant 
are made by the Canadian Government itself by calling for tenders 
within Canada. For the first time the Canadian Government have 
authorised STC to contract for these purchases. The STC delega- 
tion was able to obtain offers for maximum of 23,000 MT rapeseed 
oil for shipment before 31-3-1974. 

The suppliers in Canada are used to supplying only rapeseed and 
Canada is not yet a very big supplier of oil. Their prices are also 
comparetively higher. In their present offers, however, t h q  have 
agreed to link their export prices to an independent international 
market indicator viz., Chicago Board of Trade (BOT) soyaoil 
closings. The prke  Formula is as follows: 

(1) The FOB Canada price of rapeoil can be derived by 
Chicago Board of Trade (B6T) soyaoil cl&@ (conver- 
ted into Canadian dollars) on the dax of cmcluding 
contract plus cost of internal freight termha1 charges 
etc. including fooling wmiurn less a cbmunt dlffwential 
between soya and rape oil. 

(2) Agra Foods estimate fobfng charges about dollars 50 MT 
and the differential a b u t  dollare 15 per MT. Thus 
arrodng ta the formula, the rape oil price FOB Canada 
will became Chicago BCrr closing plus dollars 35. The 



C&F can accordingly be estimated by adding the freight 
presently about dollars 30 per MT. Department of Eco- 
nomic M & s  have advised that STC should be satidea 
that these Fobing charges inclusive of pr-urn are 
reasonable. 

Whereas the price differential between syoabean oil and rapeoil 
varies from time to time, the dollars 15 discount as given in the 
formula was considered reasonable. Regarding our preference for oil 
rather than rapeseed, Shri Sampath explained that oil is both eco- 
nomically and operationally more desirable. As for Japan and other 
countries buying seed, it was stated that these countries wme big 
consumers and surplus exporters of both meal and oil which they 
obtained from the imported seed. 

Shri Gujral stated that on the basis of Chicago closings on Mon- 
day 10-9-1973 for soyaoil, the average December, 1973-March, 1974 
rapeseed oil price as derived from the above formula worked out 
dollars 445 C&F India. He recommended that STC's Regional 
Manager in New York be authorised to finalise contracts for the 
above 23,000 MT rapeseed oil under CIDA funds and for shipments 
between November 1973 and March 1974 using this dollars 445 as 
the ceiling for the average of the C&F India prices for various ship- 
ments. It  was opined that it may be possible to obtain lower prices 
in view of the falling trend in the market during the last two days. 
The  above offer from Agra Foods and the other three suppliers 
stipulate that the purchase prices are to be determined by mutual 
agreement before 30-9-1973 for Agra Foods and before 20-9-1973 
for the other three suppliers. 

Shri Chhabra cal!ed Shri Banerjee, Ministry of Shipping & 
Transport on the phone to ascertain whether it would be more 
desirable to buy the above oil on an FOB or C&F basis. Shri Baner- 
jee stated that since the indicated freight of 30 dollars per MT was 
reasonable the contract could be on a firm C&F basis. I t  was then 
decided that the price formula and the price ceiling as suggested 
above be accept4 for the purchases of 23.000 MT rapeoil for Novem- 
ber 1973 to March 1974 shipment under CIDA funds. Total C&F 
value of this purchases is estimated to be about 10.24 minion Cam- 
dian dollars. (It was noted that the Government of Canada, in 
their letter dated 5-8-1973 to Shri Shamsher Singh. 1st Secretary 
(Economic), High Commission of India, Ottawa, Canada, have 
authorised the ST' delegation to enter into contrtcts for approxi- 
mately 23,000 MT of rapseed oil (or additional quantiffes if 
available upto a limit of 15 million Canadian dollars). 



I t  was also decided that for the balance funds available out 09 
the dollars 15 million (Canadian) CIDA grant, rapeseed would be 
obtained from Canada. During his telephonic eonvkrsiation with 
Shri Chhabra, Shri Banerjee, Ministry of Shipping & Transport 
recommended that rapeseed purchases may be made on FOB basis. 

(B) Purchases on Con~merciul basis for the pmiod April-December 
1974 and on Long Term basis 

These purchases would be made in the course of our normal free 
foreign exchange purchases in line with international competition. 
For commercial purchases on a term basis, the Canadian suppliers 
have offered a total quantity of 43,000 MT to be supplied between 
April-December 1974. Of this, Agra Foods have offered 24,000 MT 
and the other three suppliers 19,000 MT jointly. (The three sup- 
pliers other than Agra Foods have jointly offered a total quantity 
of 26,000 MT out of which 7.000 MT will be under CTDA funds and 
the balance 19,000 MT on ccmmercial basis). 

The price formulae sugested are:- 

(1) Same as for CIDA purchases i.e. relating to Chicago Board 
of Trade soyaoil closings. 

(2)  By applying the rape oil and soyaoil differential of 
dollars 15 to STC's latest and lowest soyaoil tender price 
for the same shipment period. The suppliers have 
resenred their right to accept or reject the FOB Canada 
rape oil price derived in this manner. 

(3) To take the pubIic ledger price of rape oil in Europe on 
an average basis for f i e  month prior to the month of 
shipment. For instance the price f o r  Septamber ship- 
ment to be fixed on the average of the public ledger 
(London) price on the 3rd, 5th and the last working day 
of August (this alternative was, however, not greatly 
favoured by the Canadian suppliers). 

While on his tour, Shri Gujral had referred both formulae 1 & 2 
above, to STC New Delhi for consideration of the SrC Management 
as well as the Department of Food. Shri Gujral stated today that 
the full and correct interpretation of the proposals could not be 
made by the Department of Food who had then not agreed with any 



of the above price formulae. He, therefore, explained that under- 
these formulae, STC had the benefit of relating the prices to an 
independent market indicator vit. the Chicago closiiigs for soyabean 
oil and also reserved the option to refuse any or all quantities of 
oil if prices so derived were considered too high. As such, this 
arrangement would pre-empt the contracted quantities of oil for 
our requirements without any obligation on our part to purchase a t  
uncompetitive price levels. In view of this clarification, it was 
agreed that the above long term proposal along with the price 
formulae be considered again so as to be able to M i s e  purchases 
on their basis. It was also agreed that the suppliers Fje informed 
of our interest in negotiating and finalising the above long term 
arrangement and an invitation be sent to them to visit New Delhi 
later this year for holding further discussions on the matter with 

view to evolving concrete proposals for the next year, and if 
amsidered favourable, for a longer periodn. 
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I I 49 Civil Supplies and The Committee note that against loan assistance received under 
Crwperation the Canadian Development Assistance Programme, 77,500 tonnes of 

rapeseed were imported from Canada during 1969-70 and 1970-71 far 
allotment to the State Government in the eastern region, mainly 
West Bengal, Assam and Bihar, for crushing it and supplying oil 
through f a r  price shops. About 79,800 tonnes of rapeseed were 
imported against the Canadian grant for 1972-73. Thus 1,57.300 ton- 
nes of rapeseed were imported against the loans for 1969-70 and 
1970-71 and the grant for 1972-73. The Committee also note that 
the economics of importing rapeseed oil in preference to rapeseed 
were not examined all these years by Government and such an 
examination was done only in June-July 1973 when the Canadian , 
authorities wanted to know whether a part of the grant of Canadian 
$ 150 lakhs for 1973-74 would be accepted by India as rapeseed oil. 
As a result of such an examination it was found in June-July 1973, 
on the basis of prices then prevailing that on overall coat basis ' 

import of rapeseed oil would have a price advantage of about $ 121 



per tonne (which according to Government would be reduced to 
$ 13. if the cost of refining is including) as compared to the net 
cost of oil (after allowing for credit for export of oilcakes) extract- 
ed in India from imported rapeseed. The Committee observe that 
during evidence no convincing argument was advanced by the re- 
presentatives of the Ministry of Civil Supplies and Cooperation for 
not working out the comparative cost of importing rapeseed and 
rapeseed oil. till 1973. Rather, the Secretary of the Ministry of Civil 
Supplies and Cooperation had stated that "as per our records, such a 
comparative statement of cost was not made at that time". I t  is all 
the more surprising that such a study was not undertaken by Gov- 
ernment even when an Indian Company had pointed out to the 
State Trading Corporation in April 1972 that considerable saving of 
foreign exchange could be effected by importing rapeseed oil instead 
of rapeseed. This suggestion was ignored as being merely "motivat- 
cd more by considerations of their own business interests than 
otherwise". The Committee doubt whether this alleged fear of 
'motivation' was justified as rapeseed oil was imparted later on by 
STC on Government account and not by any private party. 

One of the reasons for not asking the Canadian authorities for 
rapeseed oil instead of rapeseed was that Government was of the 
view that import of rapeseed took place under grants and that it 
would not be proper to examine the transactions Prom the restricted 
angle of commercial norms. However, the Canadian authorities 



themselves enquired whether this country wished to import rapeseed 
011 as part of the grant of Canadian $ 150 lakhs for 1973-74. What 
the Committee regret is that prim to 1973-74, Government had not 
rvcn made any efforts on their own to ascertain whether rapeseed 
oil could also be imported against the Canadian assistance. I t  was 
as a result of the decision taken during 1973-74 that the country 
imported for the first time rapeseed oil costing about Canadian 
$ 93.6 lakhs while rapeseed costing about Canadian $ 47.4 lakhs only 
lvas  ~mportcd. 

t:iviI Supplics ;tnJ The othm reason advanced was that the import of seed had an 
(:onperation inherent advantage in that it helped in the utilisation of idle milling 

ca!~acitv in the country. But the Committee find that between 
1'365-66 and 1973-74 the highest indigenous production of mustard 
;ind rapeseed was 19.76 lakh tonnes in 1970-71 and 18.08 lakh tonnes 
i n  1972-73. Compared to the milling capacity in  the country only 
ahnut 77.500 tonnes of rapeseed were imported during 1969-70 and 
1970-71 against the loan assistance. The Committee, therefore, do 
r.ot agree with the argument that the imported rapeseed helped 
significantly in the utilization of the idle milling capacity in the 
countrv OT in improving the employment potential. 

The Committee are perturbed to note that due to sharp decIine - 
in  the price of mustard oil in 1975, the Eastern States showed their 



inability to distribute rapeseed oil at  Government notified price. 
The unlifted quantity (6,300 tonnes) was consequently cancelled in 
February. 1975. The State Trading Corporation also experienced 
difficulty in disposing of these stocks by open auction or tender due 
to poor response from the purchasers. However, this quantity of 
6,300 tonnes was damaged due to heavy rains and floods in the 
godowns and ultimately these damaged stocks had to be sold to 
soap manufacturers. The Committee are not inclined to be satisfied 
by the explanation given by the Government in this regard and 
would like the matter to be investigated in depth so as to fix res- 
ponsibility for the loss suffered due to disposal of 6,300 tonnes of 
rapeseed. The Committee also fail to understand why Government 
immediately after the above episode imported another quantity of 
13,116 tonnes of rapeseed in March, 1975 against the supplementary 2 
grant of 50 lakh dollars particularly when there was no demand 
for that at that time. Such being the position, it appears that the 
whole quantity of 13,416 tonnes was allotted to parties dealing in 
vegetable products in the eastern region. This indicate; that Gov- 
ernment had no firm policy for importing rapeseed based on realis- 
tic domestic demand or prices then prevailing in the international 
market. This matter needs to be carefully gone into. 

The Committee have been informed that use of impotred rape- 
seed oil for manufacture of vanaspati was permitted for the first 
t.ime in March 1973 and that prior to 1973-74 rapeseed oil was not 
irnnortcd as the indusky was not technically equipped to hydro- 



-I__- - -  ---- -- ----- ------- - 
genate rapeseed oil because of certain operational and technological 
problems both at the refining and hydrogenation stages. But when 
the Secretary, Ministry of Civil Supplies & Cooperation was asked 
whether Government had got it confirmed that imported oil could 
not be used by the vanaspati industry, he could not reply cate- 
gorically. The Committee me, therefore, not convinced with this 
plea as well. The Committee are of the opinion that had rapeseed 
oil been imported from the very beginning, the industry would have 
equipped itself to use it was there was shortage of indigenous oils 
in the country during these years. The use of r a p e d  oil in 
vanaspati would have also made the rate of indigenous oils chezper 
for direct consumption by the public. 

and The manner of consideration of the question of import of rape- Cooperation seed speaks volumes of Government apathy and lack of functional 
coordination between various agencies connected with the issue. As 
revealed in evidence, there was a difference of opinion between the 
Department of Food and Ministry of Finance on the issue of import 
of rapeseed. The Department of Food had recorded a note on 
1 March, 1975 that "we would have advised the Ministry ot Finance 
(Department of Economic Affairs) against taking any further 
quantity of rapeseed had they consulted us on the latest offer. Now 
that they had accepted the offer on their own and effected a fait 
accompZi in this regard, their belated reference to us on the subject 



serves little purpose, beyond calling on us to implement the deci- 
sion, regardless of consequences". All this proves that the import 
of rapeseed/rapeseed oil into the country was not made after giving 
careful thought. 

The Committee need hardly emphasise that the whole matter of 
import of rapeseedlrapeseed oil against Canadian loan aidlgrant  
needs a thorough probe to determine as to how far the decisions 
taken were in the best interest of the State. For this purpose, the 
Committee would recommend the constitution of a Committee of 
senior officers to go into the matter and report to them within 
6 months of the presentation of this Report. 

It is seen that the production of mustard and rapeseed had fallen 
from 22.52 lakhs tonnes in 1974-75 to 15.62 lakhs in 1976-77. The 
Committee are concerned to note this falling trend in the production 
of mustard and rapeseed in the country. Obviously, it has resulted 
in more import of this essential commodity to meet the intemal 
requirements of edible oils. The Committee need hardly emphasize 
that intensive measures, both short term and long term, should be 
taken to augment the production of mustard, rapeseed 2nd other 
oil-seeds within the country not only to avoid drain of foreign 
exchange through imports but also to tide over the chronic shortage 
of edible oils which the country has to face year after year. The 
Committee would watch with interest the results achieved through 
such measures through the annual reports of the Ministry. 
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9 2.37 Civil Supplies and The Committee note that  a one-man delegation of the State Trade- 
Cooper'at ion  in^ Corporation had gone to Canada on 27 August 1973 to negotiate 

arrangements for import of rapeseed oil on commercial basis and 
had remained there till 12 September 1973. Canada had authorised 
the delegation to purchase rapeseed oil against the CIDA grant for 
1973-74 Government of India had, therefore, authorised this dele- 
gation to purchase rapeseed oil within the ceiling of Canadian 
$ 450-500 per tonne. The delegation after discussing both near and 
long term purchase possibilities with a wide cross-section oi  Canadian 
suppliers with a view to obtaining the most competitive and rel~able 
sources of supply in Canada from crushers, thereby eliminating the % 
middleman brokers, finally obtained four firm offers for 23,UOO tonnes 
on c.i f basis linked to Chicago price for soyabean o ~ l  (the price 

was  provisionally assessed as Canadian $ 445 per tonne) for ship- 
ment between November 1973 and March 1974. Immediately after 
return of the delegation, the Regional Manager of the State Trad- 
ing Corporation a t  New York was authorised to finalise contracts for 
23.000 tonnes of rapeseed oil (against Canadian aid) within the 
ceding of Canadian $ 445 per tonne. However, while he was nego- 
tiating with the suppliers, the President of one of the  Canadian 
Firms visited New Delhi and offered on 28th September 1973, 
16.000 tonnes of rapeseed 011 for delivery between December 1973 
and March 1974 a t  the price of Canadian $ 549.29 per tonne C&F. 
This price being very high as compared to  the  then prevailing prices 



the offer was rejected. Another offer made by the Indian agent of 
the same company on 16 October 1973 for 5000-8000 tonnes for ship- 
m e n t  in March 1974 a t  Canadian $ 539.77 per tonne C&F Bombay 
or Kandla was alsr, rejected on the same ground. On 17 October 
1973, the State Trading Corporation gave a counter-offer of Canadian 
S 475 per tonne. The count=-offer was not accepted by the Com- 
pany. In making comparison of the prevailing international prices 
of wyabcan of $ 516.39 per tonne for December 1973 shipments and 
S 497.66 per tonne for March 1974 shipments, the fact that these 
prices \\.ere FAS prices and $ 50 for fobing charges, $ 30 for ocean 
f-i-'.t .-, and ?ifTc~rcr.tial of in price of $ 15 per metric tonne (minus) 
+ad to be added to compare with C&F quoted prices was lost sight 
of Eventually the  purchase of rapeseed oil was entrusted to 
C;tn:id,nn International Development Agency on 24 November, 1973. 

'I'hc Committee regret that from the very beginning no firm policy 
was follo\tled In regard to the purchase of rapeseed oil against the 
grant from Canadian Government. Initially, the purchase of rape- 
serd oil ~ n s  made by the Canadian International Development 
Agenrv through the Canadian Commercial Corporation, the State 
' I ' rad~ng Corporation of India acting Inore or less as handling agent 
for sllipment and distribution inside the country. During August- 
S ~ p t e ~ n b e r  1973 a delegation from the State Trading Cmporation 
o f  India hatring gone to Canada to negotiate arrangements for import 
of rapeseed oil on commercial basis, it was authorised by Canada to 
purchase rapeseed oil against the aid for 1973-74. Unfor t~~nate ly  the 

S.TC. could not finalise any deals although its delegation was in 
- - 



Canada and was in direct touch with the suppliers. Though the 
quotations received by the delegation of the State Trading Cmpora- 
t ~ o n  from four firms for 23,000 tonnes at  $ 445 per MT C&F India 
were the same as assessed provisionally by the delegation, yet the 
delegation failed to execute the contracts on the spot. The responsi- 
bility for the failure lay squarely on the Government which had , 

failed to evolve any satisfactory purchase procedure. 

Cft.11 S u p p h  . ~ n d  The Committee have been informed that based on the market 
Coopention report of 10 September 1973, a telex message was sent to the Regional 

hlanager on 18 September 1973 to Analise the deal within the ceiling 
of 445 dollars per tonne. The Committee are, however, amazed to 
find that while the Regional Manager of the State Trading Corpora- 
tion was still negotiating with the suppliers, the President of a 
Canadian firm was allowed to visit India and offer on 28th September 
1973 16,000 tonnes of rapeseed oil for delivery between December 
1973 and March 1974, at the price of 549.29 dollars per tonne C&F. 
This offer. followed by another offer received on 16 October 1973 
from the same firm at the price of 539.77 dollars per tnnne were 
not accepted being very high. In the meantime, the Regional 
Manager of State Trading Corporation, who was negotiating with 
the suppliers, also failed to clinch the deal as offers were not avail- 
able within the ceiling of 445 dollars then. The Comm~ttee fail to 



understand why express instructions were not issued to the Regional 
Manager to go ahead for making purchases on the spot finding that 
there was a rising trend in prices. 



- - --- --- 
nothing under the Indian food aid allocation and I only hopeful 
that our respective procedures regarding Canadian food aid can be 
streamlined in 1974-75 and future years." 

13 441 Civil Supplies a n d  , This failure to procure rapeseed oil by the State Trading Cor- 
Gxqxxarion poration resulted in entrusting the purchase of rapeseed oil back 

to the Canadian International Development Agency on 24 Novem- 
ber, 1973. The Canadian Commercial Corporation concluded three 
contracts for e total quantity of about 14,000 tomes of rapeseed oil 
a t  prices ranging from Canadian $59f3.71 to 741.76 per tonne C&F 
India against the aid for 1973-74. Thus the country had to pay 
heavily for the purchase of rapeseed oil through the CIDA which @ 
cost about Rs. 248 lakhs more as compared to the assessed price of 
Canadian $445 per tonne C&F indicated on 14 September 1973 and 
about Rs. 138.76 lakhs m x e  as compared to the price of 54929 dol- 
lars per tonne offered on 28 September 1973. The Committee are 
of the opinion that indepth study may be made about this loss with 
a view to fixing responsibility and taking appropriate action. 




