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INTRODUCTION 

I, the Chairman of the Public Accounts cornkittee, as authorised by 
tbe Committee, do present on their behalf this Hundred and Thirtieth 
Report (Fifth Cok Sabha) on Audit Reports on the Accounts of Coffee 

Board for the years 1965-66 to 1971-72. 

2. The Audit Reports on the Accounts of the Coffee Board for the 
years 1965-66 to 1971-72 were laid on the Table of the House on the 14th 
November, 1967, 12th Ma-ch, 1968, ' 14th May, 1969, 2nd Septembu, 
1970,. 14th July, 1971, 18th April, 1972 and 23rd November, 1973 re+ 
pectively. The Comrnitese considered and finalised this Report at their 
sitting held on 22nd Apil, 1974. Minutes of these sittings form Part 11* 
d the Report. 

3. A statement showing the summary of the main conclusions/recom- 
mendations of the Committee is appended to the Report (Appendix). 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 assistance 
rendered to them in the examination of the Audit Reports by the Comp 
troller & Auditor General of India. 

5. The Committee would also like to express their thanks to the Minis- 
try of Commerce and the Coffee Board for the cooperation extended by 
*hem in giving information to the Committee. 

April 25, 1974 
Vaisakha 5, 1896(S). 

JYOTIRMOY BOSU, 
Chairman, 

Public Accounts Committee. 

*Not rinted (one cyclostyled copy laid on the Table of the House and five copies placed 
.in l&rliament Library). 

(v )  



RECEIPTS AND PAYMENTS 
Audit Reports on the Accounzs of CHee Board for 1965-66 to 1971-72 

1.1. The Cklfee Board is a statutory Body established under the Coffer 
Act, 1942. The functions assigned to the Coffee Board under the Coffea 
Act are the following:- 

(1) The promotion of the sale and consumption in India and eke- 
where of the coffee produced in India. 

(2) The promotion of agricultural and technological research in the 
interest of the coffee industry; 

(3) Assistaace to coffee estates for their 'development; 
(4) The securing of better working conditions and the provision and 

improvement of amenities and incentives for worker$; and 
(5) The working of the measures enumerated in the Coffee Act 

telatiag to the operations of the Surplus Pod. 

1.2. The. Board consists of a Chairman appointed by the Government 
of India and 32 members representing various interests as provided under 
Section 4(2) of the Coffee Act read with Rule 3 of the Coffee Rules, 
1955. The membership is distributed among the different interests as 
follows:- 
Coffee Growing Industry . . . 12 members (6 for large growers and 3 each 

for small and Robust Growers respectively) 

Labour . . . . . . . 4 members 

CoffeeTrede. , . . . . 3mcmbers 

Coffee Consumers . . . . . 3 memben 
hhmbers of Parliament . . . . 3 members (2 from Lok Sabha and I from 

Rajya Sabha) 

Governments of the States of Mysore, Tamil 3 members (each of whom represents the 
Nadu and Kerda respective State Govamment) 

Other htnests . . . . . 3 manbers 

Section 30 of the Act envisages the maintenance of two separate Funds 
by the Board, viz., (i) the General Fund and (ii) the Pool Fund. 



This. is credited with the amouilab;& m t s  paid by the; Union Oov- 
emment under Section 13(1) of the Coffee Act out of the proceah of 
Excise and Customs Duties levied dn Cd&c. Laans given by the Gox- 
emment of India to the Coffee Board for implementing the Plan for in- 
creasing coffee production are also credited to this fund. Expenditure on 
tha Adncioistration, Propaganda, Devdoprnent and Research ; h e t i t s  
of the Coffee Board is debited to this Fund. 

(ii) Pool Fond 

This incorporates the transactions relating to the pooling of coffee, 
produced by the growers and its centralised marketing. The accounts are 
closed on the basis of a coffee season. The dates of opening and closing 
the accouqts of this fund from 1965-66 onwards are shown blow:- 

- 
Working Results 

1.3. Accordmg to the Audit Reports of the Accounts of the Coffee 
Board for the years 1965-66 to 1971-72, the receipts and payments under 
broad categories were:- 



Graats from Govt. of India . 15.95 18.20 31.45 26.67 25.68 33.63 42-97 44.56 40.68 

Loam from Govt. of India . . . 8.00 11.28 13-50 31.00 16.63 13.60 26.50 21.18 34.39 

MisceUaneous Receipts (Manly by Sale of 
Coffee through Propaganda Department) 172.88 198.7: 225 48 209.74 201.81 208.18 201 29 376.69 317.66 

Other receipts . . . . . .  6 96 10.77 17.81 31.79 32'96 41.19 42'03 52.06 41.59 --------- --- 
Total . . . . 237.01 262.78 299.65 303.75 283.59 316.70 325.72 507.82 4-43-95 . 

-. -- ---- 
Payments w 
Adminiatration charges . . . 1957 10.29 11.71 10.10 11 13 12.00 16.18 18,68 22.64 
Expenditure of propaganda department for 

increasing the sale and consumption of 
oofiee including putchaseof coffee &&kory 152.35 185'71 212.41 192' 78 172'27 183' 40 179'84 341.51 a81 91 

Repayment of loans to Government of India . . . . O .  11 0.68 1.25 2.24 4.34 5-08 6.10 

Other payments . , . . . 7.65 8.31 7'12 5.46 7.75 9-18 22.46 14.41 14.48 

Closing Bdahce . . . - . 23'78 11.41 4-55 6.51 18.10 12.93 13.13 -- 9'63 5.09 ------- 
Total . . . 237.01 262.78 299.55 303.75 283.59 31670 325.72 507.82 443.95 

- -- -- -- .------- 
Note. -The sum of Rs. I I .  71 W s  under Administration charges--General Fund (1965-66) inductee anoutlay Rs. 2- 36 1aAhsmtbt coostrucc- 

tion of A d m i n ~ d v c  Building for the Boards Offices. 





J k m  of Income over 
expndinw 17.66 27.56 31.96 33.04 10.48 1.66 44'02 35'55 32'68 37-55 2 . u  

In a statement furnished to the Committee, expenditure on Administdon of M ~ k e t i o s  Re. 50.78 LLbr durit  & 
1971-72, which indude an amount of Rs.13. rz lakh on salaries, Rs. 21.15 lakhs on Allowances aod %. 13-38 hMs 



Q 

1.4. The C r J I e  note from & A- .I I* c.~c'& 
.IbattheespeahrtonAhhWa4b8#tfcomtbeGkm~Fondr($fiur 
~ @ d  by G~renbircnt &om proceeds ob daty) lacrsrrsbd traa Rs* 19.57 
laLbs in 19fKUM to Rs. 22.64 lseas Q 1971-72 i.e. by 15.6 per cent. 
But t8e expenatwe on the AdmMstntlon on Miukethg b aWt tmm 
tbe Pool Fund (credited kom traPsrctiom m l a t i ~  to marketing of cd[ce) 
'inmarmi from Rs. 17.02 laLhe in 196344 to Rs. 50.78 lelbe in 1971-72 
I.e. by 198.3 per cent Tbe Committee fed  tbQt &re ie need to keep a close 
watch on the 9darinlstrcltive expendhure met oat of the poql b d .  The 
"Committee deatre that the Board should take necessary measurea to efled 
economy hn expenditure on aUowrLnces and contingencies. 

A udit Paragraph * 

1.5. As seen from the details of appropriation of undisbursed surplus 
(undistributed Pool payments) of previous seasons, the balance of surplus 
for 1964-65, 1965-66 and 1966-67 seasons has been transferred as 
'Miscellaneous Receipts' to the Income and Expenditure Account of Po01 
Fund Account No. 25 for 1968-69 season as indicated below: 

Season Amount transferred - 
Rs. 

These amounts will be available for distribution to the growers who 
delivered coffee to the Pool for 1968-69 season. But according to rule 
34(2) of the Coffee Rules 1955 accounts of the pool fund have to be 
maintained separately for each! season and paymeats have to be mada 
to the growers out of that amount for each season. Carry forward of 
the undistributed surplus and merging it with the pool fund accounts of the 
next season is not contemplated in the Act/Rules. However, section 32(2) 
of the Coffee Act permits the transfer of excess in pool fund to general 
fund with the previous sanction of Central Government. The Board has 
not done this. This undistriited surplus has been transferred to the 
'Miscellaneous Receipts' in the Pool Fund itself. 

(Paragraph 3 of the Audit Report on the Accounts of Coffee Board for 
1969-70). 

3.6. Section 32(2) of the Coffee Act is reproduced below:- 

"(2) Subject to the provisions of Sub-section (4) of Section 13, the 
Pool Fund shall be applied ony to: 



&) tbe costs of studfig, curing and marketing coffee deposited in 
and of adm@&siq the-surplus pool; 

(c) the purchase of coffee not delivered for inclusion in the. sur- 
plus pool; 

Provided that where, after the requirements of the Clauses of Sub- 
soaim have bsrs mat &ere remains +my e x c a  B the Pool $ud5 tho 

,+Board w, -wit& the @kh& sandion of the Central Govem,mep!, pans- 
f a  the whole or any part of such excess 'tb the cred?t of the Gendrd h b . "  

1 

1.7. In a reply it has been stated ;hat "the provision in +b,Act to 
transfer the whale or any part of the exr;ess 9, discpetioaary aad tbp Board 
6 its discretion ha$ not so k+r cqnsidered it necesary to tr(tngfeceC the b i g -  
tdfiant balances to the Gejeral ~ p d . ~ ~  b e  $&tei is ,boqg -to the 
full Board b r  a decision?' 

I 1  

poel &nd 4kft after p d h g  expead#ure od paymends to growem, 
Steragp, wke(Lsg dc.) to the geueml &nd. TBe CollEee Board hPai hot 
yet considsred it necerwlary to trnnafier e x c a  arnomb jmtaidq to fim 
years 196465, 1965-66 and 1%6-67. The Committee &be &at an 
~ ~ ~ n i q t b i s ~ d s b o u l d b e W c e m b y t B c % a g d . t  . $ 1  

1.9. The hMowing st#ement shows the Cofitet Board's vehicles Z6r the 

h 
Particulars ' 1970-71 1971-72 1972-73 



The detoilo of Petrol coneumpth and ~ t x p a r b  on Patrol consump- 
tion are given below. 

1.10. The Junior Liaison Ofiicerr of the Rsseanch Departmeot are pro- 
vided with 13 motor cycles which are about 10 to 15 yaanr old and it is 
proposed to gradually replace tho motor cycles with jeeps, The Senior 
Liaison Oilicer~ of the Research Department are provided with jeeps and 
i t  is pmposd to replace these jeeps with cars. 

1.11. The Coffee Board is not maintaining its account on commer- 
cial lines, where the depreciation is provided for capital assets and Re- 
swve funds created. On the other hand, it is maintainiig receipts and 
payments accounts every year, just like any other G o v e m t  institution. 
Expmdmre oa capital assets are charged to the capital Heads of the re-  
pective year's ~CCOULI~S. Finally when the capital asset beoolaes unservice- 
able or obsolete it is auctioned and the residual value f&m to account as 
misccllaneouo receipts. AS such no separate deprdation account is be 
jng maintained. 

1.u. TbColBWtaartcarcrasdtonotetLtthe.MaBad~~hIdee 
of the Codtea Board baa lammed h m  25 in 1970-71 to 42 in 1972-73. 
"Ik CoUltittC+ feel tW tk j d i k d o n  for tbe incream i the nPmbs: 
4iveYdrrdeXarb.tion. mBoadpoporestorddm0rerciider 
t o t k l l a t ~ n p ~ ~ d o r c g d t r p v i Q a t o I L t J o n b r L h b o a r n -  
-of~-DeP-J=tb)ee~grod-~~bynplrrcias)eepb 
pwPidedtotbeSenior LklsonOBiarswitb cars. Intbecon(extoftk 

need for e c ~ ~ m y  i m  fhe eonssmption of petrol, tbe Commirros 
a # L e f L t b e f o r e ~ ~ v c L i e l e s t o t 4 e e e t , I b c B o s r d s b o P l d e a s -  
silcr wLdber tic nqnireaned jtwtifk Ibc need. It ~ b u M  bd 
e y  exambed rrLditr there is aad for 4 c ~ n  for Ibe mr~ of #k 
Board d &.d O i h  md om car for tbc Speci.l Olllcer W m d b )  
kNmmbi T k C o I I I P 1 I ( Q C w o u I d l i L C b k i a t ~ O b O P f ( k e -  
n a q  diedd ii rcbdyI tbQ rmmkr of at. Tbe Commbe how- 
. c m f d ~ ~ ~ t b & I d ~ s ~ s o ~ ~ g s t ~ t ~ a r M o t o r ~ d u s o b t t k y  
+r E.dcrbLc htcaaire tomhlg. 

1.13. Tk nodd Pke to bt i.lwaed * CT* 
i u e o . I s o L w # d n m r O a g o f ~ ~ ~ ~ ~  
~ t h . ~ l p o r i b d t n r a G c a e r d F p . d  fftase- 
~ ~ e t m t o t t L c ~ l F . n d , t L e ) . r t i f e p I b n ~ l i y k e x p l J w d  



CRNTER Ii 
PRODUCIlON AND DEVEIBPMENT 

2.1. The following table shows the area under cultivation of M e 8  
d~riag tbe ~C%IY 1947-48 to 1971-72: 

Ares in Hectares .....- 
Yesr Arabiu Roburtn Totd . . . . . . . . .  1947-48 67413 21x19 88562 



Of the total area in 1971-72,61 per cent is In Strcb, 22 p ~ ,  
cent in Kerala, 16 per cent in Tamil Nadu aad. the bat- 1 pecr m t  b 
other States like Andhra Pradesh, Assam, Orissa and Maharashtra. 

i? , a i  ' 
2.2. The Coplmiftee dwed to 5sgqw P4"l tho p a r d  had prepared 

any targetted pto&hm fdi ~Xpddi6h o area k d e r  Coffee cultivation. 
1w Chahmm, Coffee Baw4 stated d w t e 4 ~ a :  fTiUakoq were 
certain limitations imposed on membarrownMaL of thw.4 -1 
Colh Organisations of which India has been a member and is conrinuing 
as a mem$er. lFYBsn the control measures are fully in operation, there 
was an indication that no member country should expand its coffea-terri- 
tories, thereby add& to the burdens of marketing of such coffees -in the 
world meets .  But a predominantly agriculture-based country like ours 
cannot fully subscribe to such a thing; and we have been encouragie the 
marginal development of coffee estates wherever it is possible. The BQO~Q@- 
cal conditions that are required for coffee production are prevalent only i~ 
certain tracts, particdarly in the south; now, more recently in the Andhra 
Pradesh area, the adjoining area of Orissa and the Visakhapatnam m e s .  
Recently under the Rehabilitation Ministry's instructions, in order t s  
repatriate v d  rehabilitate some of the Ceylon repatriates, each of these 
four States has been encouraged to bring in about 1000 to 15000 acres of 
coffee area, that is, new area into cultivation. We have closely associated 
wrselves with such programmes. We have given technical clearances for 
these areas, and this is being carried on. 

2.3. In regard to increasing the area, there are a number of plantations, 
particlllarly in the small and medium sector-I am speaking of 50 acres and 
below-where marginal areas have been left fallow and are not being 
brought into economic cultivation levels at all. For this purpose, recently, 
Government have relaxed the developmental loan schemes by which even 
such fallow lands will be given necessary financial assistance by the Board 
in order to bring them under coffee production. 

In a written reply, it has been stated that the area under cultivation 
in the traditional caffee growing states is expected to show an annual' 
haease of 5 per h t  in the next 5 years. The Board has a proposal to 
gtmt loanasistance to small growers for extending their area under culti- 
vation on a limited scale. Commercial scheduled banks with the backing 
of the Refbance Corporation are offering loans to plapters for new cultiva- 
tion, subject to the suitability of the available land for coffee. Schemes 
for devdopinent of d e e  plantations including new cultivation being h- 
plcmented by Co-opararive Land Development Banks in same areas. The 
~ o a d i s ~ ~ m r t e c h r d c a 1 f n t p ~ n e r r s s a t . r e o r t b t d  
implementation of these schemes. 



Besider Karnataka, Tamil Nadu and Kerata States whkh have hitherto 
been the traditional coffee growing states, Andhra Pradesh is dlso anergibg 
as axi important coffee producting-state, where the acreage is expected to 
go up by 10,000 acres by the end of the 5th Plan period. It is proposed 
to extend the loan facilities available from the Board to coffee growers in 
Andhra Pradesh, of whom the small growers sector is made up mostly of 
tribal cultivators. 

Coffee cultivation in Assam, Orissa and West Bengal is still in the ex- 
perimental stage. 

The area under cultivation in India now stands at about 3,49,600 acres 
(1,39,804 hectares). The target area at the end of the 5th Plan period 
(1 978-79) 'is expected to be 3,74,600 acres or 1,51,660 hectares. 

2.4. The Committee desired to know about the expansion programme 
in Andhra Pradesh. In a written reply, it was stated that up to the year 
1961, Coffee Cultivation in Andhra Pradesh was confined to small patches 
of 10 to 100 plants each grown by tribal apiculturists owning small plots 
of 112 to 2 acres each, adding up to a total of about 7,200 holdings with 
a total area of about 100 acres (40 hectares). 

Cultivation of coffee on a plantation scale was started with the State 
Forest Department launched a scheme in 1961 to bring about 1.200 acres 
of forest land under coffee. This scheme has since been enlarged in con- 
jection with the schemes for the rehabilitation of repatriates of Indian 
Origin from Sri Lanka. The position regarding present acreage and future 
programme is given below: 

Acres 

( I )  Forest Area alrea'!y opencrl ro coftce un.',er 1961 Scheme . . . 1,22 

(2) Forest Area 'cr hc planter!, un,!er Scheme for settling Sri Lanka repatri- 
ates (1972-73 to 1978-79) . . . . . . . . 2,025 

(3) Area to be planted with coffee in tribal hol4ngs (1974-75 to  1978-79) . 5,- 

(4) Forest Area to be palnted wfith coffee under a second. scheme for settling 
Sri Lanka repatriates (1974-75 to 1978-79) . . . . . 3,000 - -- 

TOTAL . . .  I 1,254 -- 
Allowing for possible marginal expansion by tribal cultivators, it is ex- 

pected there will be about 12,000 acres (4,856 pectares) under Coffee 
Plantation in Andhra Pradesh at the end of the V Plan period. 

The Coffee Board has also deputed a technical Officer to the State Forest 
Department to render necessary technical advice. Th Board has also 
opened a Coffee Demonstration Farm, a Coffee Collecting Depca oad also 

652 L.S.-2. 



42 
a regional office in Andhra Pradesh. A proposal to throw open the Board's 
Development Loan Schemes to tribal cultivators in the area is under the 
consideration of Government of India. 

2.5. According to a note furnished by Forest Department of Andhra 
Pradesh to the Study Group cf the Committee with the encouraging results 
achieved in the large scale introduction of Coffee in this region, a rough 
survey of the potential Coffee areas in the Agency areas in Visakhapatnam 
and East Godavari Districts mas undertaken by the Forest Department to 
plan for further expansion. This survey indicated that about 15000 to 
16000 acres of suitable area are available in Visakhapatnam and East 
Godavari Districts for profitable introduction of Coffee. 

With reference to coffee cultivation in Orissa the position is as follows: - 
( I )  Total planted area is about 400 acrcs, comprising plantations 

established at different centres to find out the possibilities of 
succcssful cultivation in wrious ecological zones. 

( 2 )  4 Ofiiccrs deputed by the State Government have been givcn 
spccialised training in cofl'ee cultivation by the Board's Re- 
search Department. 

(3) The Board has suggested to the State Governnlent to provide 
adequate funds for the proper maintenance of the experimental 
plantations. 

2.6. The Committee are disappointed to know that there has been only 
marginal increase in the area under Coffee cultivation since Independence. 
The area has increased from 88,562 hectares in 1947-48 to 1,39,478 hec- 
tares in 1971-72. The Committee understand that until recently there 
were limitations imposed on the member countries of the International 
Coffee Organisation on the expansion of area under coffee cultivation (The 
agreement expired on 1st October, 1973). 

2.7. At present 61 per cent of the total area under coffee cultivation 
exists in Karnataka State, 22 per cent in Kerala and 16 per cent in Tamil 
Nadu and the balance of 1 per cent in other States like Andhra Pradesh, 
Orissa etc. In Andhra Pradesh, as a result of a scheme launched by the 
Forest Department in 1961 only 1200 acres have been opened to coffee 
cultivation. It is proposed to increase the area to 12,000 acres in that 
State by the end of the 5th Plan. Coffee cultivation has still been kept in 
an experimental stage in Assam, Wssa and West Bengal. The Committee 
are not at all satisfied with the progress made so far to expand areas 
under coffee. 

2.8. The Committee desire that the Coffee Board should immediitcly 
dmw up a time target plan for expansion of area of Coffee in eonsultrtion 
with tbe State Government concerned. 



2.9. In Andbra Pra&sh where the results of Coffee Produtcion are en- 
eonraging and a survey ~der ta l ren  by the Forest Department has indicat- 
ed  that about 15,000 to 16,000 acres are available in Viskbaprinam and 
East Godavari Districts for profitable introduction of Coffee, necessary 
s t e p  should be taken to ensure that this area is brought under Coffee cuC 
tivation according to the plan and the State Government assisted financially 
to the extent necessary. This is more neessary for the reason that it will 
help extremely backward areas and tribals and other backward communi- 
lies living on them. The Committee desire that the Ministry of Home 
Affairs (Tribal Welfare) should take advantage of Coffee development in 
the area to make a dent in the problems of high unemployment anlongst 
the tribals, low wages and lack of medical, housing and other amenities. 

2.10. In the States of Assam, West Bengal and Orissa where Coffee 
production is still in a somewhat experimental stage, the Committee stress 
that research eaorts should be intensified to make coffee production a success 
within the shortest possible time. Thereafter necessary steps should be 
taken to expand the area under production. 4 

2.11. The Committee stress that the Government should take note of 
the rise in price of Coffee in the World Market in the recent years. 111 view 
of the fact that the Coffee production is expected to be a profitable com- 
mercial proposition, adequate allocation should be made for the devclnp- 
mcnt of the Industry in the Five Year Plan. 

Production 

2.12. The following table shows the trend in the total production of 
Coffee from 1947-48 to 1973-73: 
-- 

ProJucrion in t onnes 

~ r a b i c  Robusta Total _ _ - - - - - -  - 
I 2 3 4 _ _ ___-- .- __ ----_-I- 

r 937-48 . . . . . . . .  7082 8972 16054 



12700 

14715 

21335 

I7490 

28643 

16766 

22294 

30269 

18567 

25530 

36623 

19923 

23809 

25800 

24900 

27000 
(Estimate' 

2.13. The total world production during the years 1967 to 1971 
was as follows: 

-.. ..-........ 
(In tonne~)  

. . . . . . . . . . . .  1967 4,440, 800 

. . . . . . . . . . . .  1968 3,817, 460 

. . . . . . . . . . .  1969 .. 433441600 

. . . . . . . . . . . .  1970 3,985, 300 

. . . . . . . . . . . .  1971 4,904, 500 



2.14. The Committee desired to know the reasons for fall in produc- 
$ion durin$ the years 1971-72 and 1972-73. In a written reply, the Min- 
istry of Foreign Trade (Coffee Board) stated: "Coffee being a perennial 
plantation aop ,  the production is very much influenced by the very in- 
hexent bearing nature of the plant, and the seasonal weathez conditions 
that prevail during the crop season and the year preceding it. 

It is also a fact that a loan crop follows a go6d crop. Following a 
.crop of 73,430 tonnes in 1968-69, the production in 1969-70 was 
63.619 tonnes. According to the biennial pattern of coffee production, 
the production in 1970-71 should normally be higher. It was not only 
higher, but also it reached an all-ti& Egh. The 1970-71 production is 
to be considered as abnormal. The factors responsible for the bumper 
production are (a)  the favourable weathar conditions that prevailed dur- 
ing 1969-70 and 1970-71 and (b)  the contribution of Robusta, the pro- 
duction of which is ersatic in nature, the maximum crop in the year 
1970-71 being 51,900 tonnes. 

It is quite natural that the plants get quite exhausted after yielding a 
bumper crop and they require a couple of seasons to build up their re- 
serves once again. It is but logical to expect a poor crop during 1971-72 
and the production in 1971-72 has been considerably less than the p~ccsd- 
ing yeas's bumper crop. The crop in 1972-73 has been better than the 
crop in 1971-72 showing that the plants had recouped. 

Quinquennial production averages for 1960-61-1964-65 and 1965-66- 
1969-70 work out to 60,128 tonncs and 67,343 tonnes respectively. 
This shows that there is an increasing trend in production. It may be 
more appropriate to take quinquennial averages instead of comparing 
psoduction figures for two or threc successive years only. 

2.14(A). The Committee desired to know the steps taken or proposed 
-to be taken by the Board to avoid fluctuations in production. The Chair- 
man, Coffee Board stated: "There are only two areas in which we can 
really regulate such fluctuations if at all. Tbe first is control over blossom 
showers by setting up sprinkler irrigation equipment, subject to availa- 
bility of adequate water during the months of March and April. As you 
know, coffee blossoms out during these two months, essentially due to 
blossom shower which occurs for a period of a week or ten days. If this 
blossom shower fails, the blossoms fail to appear, and the entire crop for 
the succeeding year depends upon whether the blossoms came out during 
that particular period or not. S6, ihe only method of combating such 
failure of nature would be to set up sprinkler equipment by extensive 
pipeline laid out in the estates; of course, this again depends on whether 
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you have a water source at all nearby. In quite a few estates, this water 
source is lacking. But wherever: valleys are there and bonds have been 
put up and water has been found, such sprinkler equipment has been en- 
couraged. In fact, one of our development loan schemes envisages the 
giving of extensive loans for equipping each of the estates with such 
sprinkler equipment. Then, we come to the small growers' Sector where 
such heavy investment will be almost impossible and we are encuoraging 
in this regard a co-operative set up so that a group of such estates may 
join togther, and with our assistance, be able to set up sprinkler equip- 
ment. So, this one way of controlliqg such vicissitudes in the production 
pattern. 

The second method is to increase the fertiliser inputs in Robusta and 
Arabicas, especially in the smaller holdings. Of course, unscientific 
approach in the application of fertilisers, particularly in the small sector, 
has also been responsible to some extent for these fluctuations in produc- 
tion. The third point is to continue unrelenting pressure on pests and 
diseases to prevent crop losses due to leaf-rust and foliar rot, green-bug 
and mealy bug. This has been continuously done by our research depart- 
ment and our extension services which are interlinked with the research 
staft. 

2.15. In a written reply it is stated the total area benefitted under 
irrigation scheme is 42,991 (7,385 acres for small growers and 35,606 
acres for large growers). Since good perennial water source on an estate or 
in the proximity of an estate is the principal pre-requisite for setting up of 
a sprinkler irrigation unit on an estate, not all the holdings under coffee 
could be brought under sprinkler irrigation. It is estimated that out of 
3,39,600 acres of coffee, only about 80,000 acres are imigable. Based 
on the above irrigable area under coffee, the percentage of the area that 
has been covered under Sprinkler Irrigation, wmks out to a little over 
50 per cent. 

2.16. The Committee desired to know the steps taken by the Board 
to increase fertiliser inputs. In a written reply, it has been stated: "The 
fertiliser requirements of the entire coffee plantation industry are esti- 
mated by the Board on the basis of the dosage and number of applications 
which the Research Department of the Board would recommend to indi- 
vidual planters to secure maximum production. The annual requirements 
thus estimated are placed before the Ministry of Agriculture, Government 
of India, urging the Minstry to allot the estimated quantity in full to the 
indnstry. The allotment is made by the Ministry to the Board according 
to availabiity of stocks on quarterly basis. The Board in turn reallots 
the quantity to apprwed distributors. 
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2.17. The following table shows the average yield per hectare from 

194748 to 1971-72: 

Average yield in Kg/ha 
.. .. 

Year Arabica Kobusta Average 

2.18. The yield per hectare has gone up fsom 535.62 Kg . per htctare 
in 1963164 to 645.26 Kg per hectare in 1972/73 season. a net incmse 
of 20.47 get ceat . 



2.19. The average yield pa hectare in some important countries and 
India for the period 1967 to 1971 is as follows: 

Country Average yield per hectare (In Kg) 
1967 to 1971 

Costa Rica . . . . . . . . . . . .  

. . . . . . . . . . . .  Guatemala 

. . . . . . . . . . . . .  Boliria 

. . . . . . . . .  Braril . . .  
. . . . . . . . . .  Columbia 

. . . . . . . . .  India . . . .  
. . . . . . . . .  Indonesia . . 

rn . . . . . . . . . . . .  Mexico 

Ivory Const . . . . . . . . . . . .  
)r . . . .  . . . . . . . .  Guyana 
-- -- 

2.20. The Chairman, Coffee Board stated during evidence: "Our 
average is 585.3 which certainly looks little lower than some countrics 
like El Salvador, Bolivia, etc. We find that our production can be in- 
creased and we will be able to increase it in the coming years with all the 
steps that we are taking now through our Development Depa.rtment and 
the Research Department with better seeds being distributed, better skill 
being inducted. With all these things I am sure we will be able to touch 
the world average."' 

2.21. In a written reply it has been stated India's average yield 
(585.30 Kg. per hectare) compares favourably with the yield of some 
i'nportant producing countries like Brazil (443.1 1 Kg/ha) , Colombia 
(552.29 Kg/ha), Mexico (544.31 Kg./ha) and Ivory Coast (398.11 
Kg/ha 1. 

The state-wise yield of Arabica and Robusta per hectare (in Kg.) is 
as follows: 

I 969-70 1970-71 1971-72 
Year Arabica Robusta Arabica Robusta Arabica Robusta 

Tamil Nadu . . 1297.95 635.49 244.08 881.94 310.78 602.05 
Karnataka . . 574.56 603.32 905.06 1251.78 608.73 577.12 
K C A ~  . . 260.61 367.91 401.34 680.81 369.11 325.31 



2.22. The Committee enquired about the reasons for lower yield per 
hectare in Tamil Nadu and Kerala. The Director of Research stated: 
'The maih reasons for this difference in production in various regions are 
that we do have naturally variations in ecological conditions, rainfall pat- 
tern, frequency of the blossomed crops, and technical and other skills 
which vary from place to place. In the traditional areas such as in Coorg 
and Mysore, most of the areas are very highly developed. The people here 

naturally do start early cultivation of coffee there. The other problem is 
that in Tamil Nadu, most of the small growers are still to go into what 
we call in intensive cultivation pattern. What we are trying to do is to 
concentrate on some of the socalled backward areas in coffee plantation 
like Kerala and Tamil Nadu where we are concentrating all our efforts 
to bring them up to the level of the Mysore plantations." 

2.23. Asked about the steps taken to increase productivity in Tamil 
Nadu, the Chairman, Coffee Board stated: "Basically we find that in the 
Tamil Nadu area, it is very much of a mixed crop. We are collaborating 
very closely with the Banana Research Station. We want to see, whether 
we can reduce the incidence of banana which is used as a secondary shade 
tree and grow better coffee in those areas and increase the productivity. 
This we have already started under the ICO diversification programme. 

2.24. The Interational Coffee Organisation as estiinated the projec- 
ted production of 94,800 tonnes in India by 1977-78. The projection 
made by the Coffee Board is as follows: 

----- 
Year Production Exportable 

-- production 

(in tonnes) 
'972-73 . . . .  87,000 50,000 

1973-74 . . . . . . . . . .  94,000 45,000 
'974-75 . . . . . . . . .  96,700 47,700 

'975-76 . . . . . . . . .  100,700 50,700 

1976-77 . . . . . . . . .  105~000 54,000 
1977-78 . . . . . . . . .  , log,ooo 5 7a- 

-- 

The average annual rate of growth estimated by the ICO in respect 
of India is 4.3 per cent over the period 1971-72 to 1977-78, whereas the 
average increase in the growth rate in the production of coffee based on 
the method of standard deviation over last 20 years' data calculated by 
the Coffee Board is 5.244 per cent. Extrapolating the production on the 
basis of this growth rate taking the last crop season as the base year, a 
production of 109,000 tonnes is likely to be achieved by 1977-78. 
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2.25. The Committee desired to know the reasons for difference in tho 

a t h a t e s  of the Coffee Board and the International Coffee O r g k t i o o .  
In a written reply, the Ministry of industrial Development (Coffec B o d )  
stated: "The main considerations that have weighed heavily with tho B o d  
for adopting the growth rate of 5.244 per cent are the extrapolations ot 
the past levels in production over two decades and also some special fao- 
tors which operate in seventies. In aaking linier extrapolations of the 
moving triennial averages it is our thinking that projection made over a 
greater number of years would give more reliable indications of future 
trends than over a past few years in the immediate past. The special fao- 
tors operating in seventies include (i) impact of the introduction of high 
yielding and disease resistant strains of Arabica, (ii) liberalisation of 
credit and steps to increase production on small holdings (iii) Impact of 
sprinkler irrigation (iv) impact of recent advances of technology of coffee 
and (v)  marginal increase in area cultivated under coffee in the recent 
years." 

2.26. The Committee pointed out that the projected average amm 
rate of growth according to International Coffee Organisation was 6.7 per 
cent for Brazil, the Director of Research stated: "It is a fact that Brazil 
has done very excellent work during the past four to five years as com- 
pared to us but with the varying factors like disease and pest appearma. 
Brazil as compared to us would not be able to produce the same results." 
The witness added: "Some of the coffee producing countries certainly had 
a better start on us as far as technological advance is concerned but prc- 
sently we are catching up with the latest techniques." 

2.27. The Committee note that the tow pdwtion of coffee iacreaued 
fmm 16,054 tom in 1947-48 do 87,000 tomes in 197273. Tbe 
yield per hecEPre hss from 177 Kg. in 1947-48 to 495 Kg. L 
1971-72. 'lEe ptodoction of coffee is, however, subje~t to wide flpCbpg 

tion from year to year. The production which tonched an all time ~ e o r d  
of 1,10,300 toanes in 1970-71 dectiwd to 69,000 tonnes in 1971-72. 
I& Committee mderstand thot the ffuctustions could be qahted by ies- 
trrllption of sprinkler irrigation equipment to combat the S i r e s  d 
roirrs (blossom sbowers) and by larger inputs of fertilisers. The C o d  
ta 6 d  that out of an area 80,000 acres that is imgable, the area btw- 

the scheme is 42,991 acres (7,385 aaes for small growem 8nd 
35,606 for iarge growers). Tbe Cornmitee stress that the Cotlee 
B d  should take necessary mesmw to bring the m a -  50 pr ant 
er , d the W l e  area under tbe scbew, pvtimlerl~ that belo- 

Snrpn growers. 'lk Board sBoold a h  w &p to SCCO~C * * &dimcIa a d  iMGdiddea irom (L. Min&hy of Agriculture dL. ~* a view to inmedng tbe p a r c i m  by s d  P-. 'h 
~ , , , , & b e ~ ~ e t o ~ a o f f t L e . c t l o n ~ b y ~ c ~ .  



2.28. The Gmmittee P.d that average url nb of of S.W 
P for 5tb paiod by the M i s  (own .r coinpared 
with 8- dher iInp0ttant coffee growing countries. Tbe Committee 
B ~ W M  M I* BoWd abould m e s s  tbemsdvea to the qwsfi~n of incre8- 
4 the nwp rate of gaub rate r well $18 the avemw ykla per kctare 
wbicb b much lower than that of some important countrie~ like Costa Rica 
(1271.96 Kg.), El Salvador (970.07 Kg.), Guyana (975.00 Kg.) etc. 

Coffee Development Plan 

2-29. The Coffee Development Plan with emphasis on bringing out 
the mntial i t ies  of the small holdings sect& was launched by the Board 
t~wards  the close of 1956157. Ol the different schemes of assistance 
tnvisagcd in the plan, the one that has remained in active operation 
throughout this period is the scheme for grant of long-term loans for 
intensive, cultivation. This scheme, which is meant for the exclusive 
benefit of small coffee growers, has recently been considerably enlarged 
and liberalised to make it more effective m achieving its objective of 
inducing the small power to adopt modern methods of cultivation. Be- 
sides liberalising this scheme, a number of other concessions and facilities 
have also recently been announced to help and encourage h e  small 
grower to improve the 'productivity of his holding. These include: 

(i) a substantial increase in the quantum of loan per acre, or- 
quantum of advance on crdpl; 

(ii) easier terms of repayment; 

(iii) lower rate of interest; 

(iv) additional incentive in the form of subsidy for replanting; 
and 

(v) additional loan facilities for special developmental measures. 
Brought i n h  lorce from August, 1972, none, of these concessions or 
additional facilities is available to the Large grower. 

2.30. The Coffee Development Plan, as recently enlarged and libera- 
lized for the benefit of small growers now offers the following ;forms of 
financial assistance to coffee growers: 

(i) Loans for intensive cultivation @! Rs. 1,500 per acre for 
Robusta Coffee and Rs. 2,000 per acre for b b i c a  Coffee- 
payable over a 'period of 3 years and repayable over a per id  
of 6 p r s  m m ~ n c i n g  horn the 6th year--eElie)ity limited 
to growen-scheme in opreatian since 1956-57. - 

(ii) Annual loanr for Working c a p i t d ~ d v m d  against staading 
aop-quatu~~ of lorn limited to 70 per cm( in tbe olu d 



smali growers and 60 per cent in the case of large gzowero of 
the value of the estimated standing crop or of the previous 3 
years' average crop whichever is lower-loans repayable frpm 
the pod payments on the crop delivexed into the Pool-Eligibi- 
lity limited to  small growers and to large growers owning not 
more than 100 acres--Scheme in operation since 1962-63. 

(iii) Equipment and machinery required on coffee estates on Hire- 
purchase 'terms-Cost payable in annual instalments over a 
period of 9 years in the case of the comparatively costly 
Sprinkler Irrigation Equipment and 6 years in the case of 
other items of equipment-Scheme open to a11 coffee cstates 
except for the special !facility provided to small growers to 
obtain a few additional items of equipment not pe.rmissible to 
Large growers-Scheme in operation since 1960-61. 

(iv) Loans for replantins areas under old, unecononlic plants- 
@ Rs. 3,000 per acre, payable over a period of 3 years and 

repayable over a period of 7 years commencing from the 5th 
year-Scheme open both to small growcrs and to large growers, 
but since August 1972, small growcrs arc entitled to get 25 
per cent of the loan as subsidy. Small growers also eligible 
for the concession of having to repay the loan only from the 
6th year-Scheme in operation since 1968-69. 

( v )  Loans fox special developmental measures, such as, sinking 
wells, construction of drying yards. improvement of pulping 

units, soil conservation etc.--up to a maximum of Rs. 10,000 
per holding at a time-payable in 7 instalments and repay- 
able in 3 annual instalments commencing from the first 
anniversary of 'payment of the 2nd loan instalment-Loan 
eligibility limited to small growers-Scheme in operation 
since 1972-73. 

(vi) Loans for marginal extension of area under cultivation- 
@ Rs. 3,000 per acre, payable over a period of 4 years and 
repayable over a period of 7 years commencing from the 
5th year-Eligibility limited to small growers-Scheme pro- 
posed to be introduced in 1973-74. 

Whereas all these schemes are open to small growers including those 
exclusively meant for them, only the Hire-purchase scheme and the 
Reglanting Loan Scheme and to a limited exltent the Working Cdpital 
Loan Scheme are open to the Large growers. Even in respect of schemes 
which are open also to the Large growers, the small growers enjoy prefe- 
r&ai treatment through the special concessions and facilities mentioned 

? -1v7, 7 3  
above. 



2.31. The following table shows tbe quantum of loans sanctioned or 
& s h e d ,  as the case may be, to small growers and large growers, under 
the various schemes implemented under the C d e e  Development Plan up 
to the end of 1972/73: 

Small Large Total 
Growers Growers 

I Intensive cultivation Loans 

- - - 
(Rs. Lakhs) 

(1956-57 10 1972-73) 
(i) Loans sanctioned . 125.43 .. 125'43 

(ii Loans disbursed 100.68 . . 100.68 
(Total arca brought 

under intensive 
cultivation 14,966 
acres) 

11 ~ork i l r f i .  C;apiral Loans 
(1962-63 to 1972-73) 
I.oans sanction and disbursed 77.43 12.85 90.28 

111 Eqtriptret~: &T dluchir~cry 
(1960-61 to 1972-73) 
Total value of supplies made 

on H.P. t e r m  . . 150.95 102.03 2 6 r . g ~  

1V R c p l a d ~ i ~  l,oam/.~tihsid.v 
(190s-hy tu 1972-73) 

(ij Loan!: sanct~oned . 25.15 54' 74 83' I9 
(ii I Loans sanctioned . 16.94 36.63 53.57 
(ilij Subsidy sanctioned . I .69 . . I '69 

(IV) S u h d y  disbursed . L . . . . Subsidy gant- 
ed in 1972-73 
is payable only 
in 1973-74. 

Total area replanted with loan 
asustance-2,952 acres. 

V Loans for special purposes 
(1972-73) 
(i) Loms sanctioned . 1.11 . . 1.11 

(ii) Loans disbursed . 0.88 0.88 

VI Loans f ~ r  m r g h a l  extension of arca 
under culrivatwn . . . . . . 

(Proposed to he introduced in 
1973-74 only for small 
growers j 

Summary 

(i) Total loans sanctioned 389' 37 169' 59 558' 96 
(ii) Total loans disbursed 355- 88 151.48 507.36 

\ 



2.32. The scheme operated by the Board under the Coffee Develop- 
ment Plan are financed by the Government of India. Funds are advanced 
to the Board against annual budgat provision and actual requirements as 
a loan, carrying interest at the rate of 6) per cent per annum, subject to 
a rebate of 1/4 per cent for punctual payment, viz., 6 )  per cent net (persent 
rate). These funds are, in turn. loancd by the Board at 1 pc,r cent above 
the borrowing rate to small growers and at 14 per cent abovc the borrow- 
ing rate to large growers. The actual rates applicablc to small growers 
and large mowers at the moment are noted below:- 

ii) Small growem . . . , 7$:'; subject to a rehote of 4 " ;  for puncrual 
payment oiz., 7j':o net. 

(i i)  Large grourers . . . . 8t':l subject to a rebate of l , ' ) ,  lor punc- 
tual payment zir., 71 I;,, net. 

Although the Board had recently recon~rnendcd to the Government 
of India that small growers be given loans at the samc rate at which the 
Board obtains funds from Government, the dovernment fclt that the 
Board should have a minimuln rnargitl of I 'per cent, clcn in rcspect of 
loans advanced to sniJl groucrs, to enable it !o nxct possible bad 
debts. 

2.33. Unlike loans provided by corn~~icrcial banks. loans advanced by 
the Board are intended exclusircly for devclopmcntai purposes-to im- 
prove productivity and incrcast: produclion, under the sirpcrvision of 
Board's own technic;ll officcrs in thc ficld. All possihle safeguards are 
built into each schemc to see that ,the funds advanced by thc Board are 
not diverted to purposes other than what they are intended for. Utilisation 
certificates attested by the technical officer of the area is always insisted 
upon before a subsequent payment is made to the grower. In fact. the 
success of these schemes is attributable, to thc close supervision exercised 
by the Board's technical officers in the field to ensure that the money 
advanced by the Board is properly and profitably utilised by the coffee 
grower, whether he i.s big or small. This special fcature of the loan 
schemes operated by the. k a r d  makes them different from the schemes 
of other financing agencies providing credit on their own terms. The 
ultimate objective being increased production, which is a national objective, 
the terms of the loans advanced by the Board arc kcpt at the most gene- 
rous level possible, regardless of the sizc of the holding benefiting by such 
assistance. 

In the interests of achieving !he objectives of the Coffer Dcvdopment 
Plan, it  may not be drsirablc to charge a higher rate of intcrest on the 
loans advanced by the Board to large growers on the analogy of the 
approach adopted by commercial banks or other financing institutions. 
Such an approach on the part of the Board is n v q t  likely to defeat the 
purpose for which the Plan was launched and has since been incotprated 
in the successive Five Year Plans. 



2.34. Asked why large growers should be subsidised, the Secretary, 
Foreign Trade stated: "1 agree that that would & higher. But we havc 
to see our interest also. I agree that there must be differential in favour 
of smaller growers." 

Intensive Cultivation 

2.35. The Committec desired to know the total area brought under 
intensive cultivation and its percentag to the total area. In a written 
R P ~ Y  it has been stated that the Intensive Cultivation Loan Schcmc is open 
to all registered small growers whose arcn under coffcc is not less than 
2 acres, viz., to all estates in the 2 to 50 acres goup.  There are nearly 
19,000 small holdings in this acreage group with a total planted a rm of 
about 1,47,260 acrcs representing about 48 pcr cc:it of the tot.11 arca 
planted with coBce in India. 

The total arm ex'pcckd to be covcred by thc Srhemc from its inception 
in 1956 u p  to thc end of the Fourth Plan period is about 16.000 acres out 
af wh~ch 14.965 acrcs have already bccn covered. This acrcapc works 
out to 10.8 per cent of the ;Icreage comprising small holdings and to 
4.7 per cent of the total area under cofTcc. 

The slow progress of the scheme is due to the fact that these Iwns 
are advanced against thc mortgagc of immovable property. The main 
handicap of the smdl grower is his prior indebtedness and difficulty in 
producing documents to cstnblich hic, legal titlc. To  help him get over 
the difficulty regarding 'prior indcbted';lcss thc Board has made a special 
provision in ,the scheme to pcr~lli! thc borrower t,o utilise up to 30 per cent 
of the loan for discharge of prior debts. Evc.n t h i  provision has often 
proved inadequate. 

The target proposed for the Fifth P1.1n under this scheme is 5,000 
acres inv,olving a total outlay of Rs. 91.00 lakhs compared to Rs. 49.00 
lakhs of the Fourth Plan. 

The Scheme is meant exclusivdy for small growers ~ h o  find it diffi- 
cult to raise long-term finance elsewhere at a low rate of interest. Its 
progress although slow, is steady and has been instrumental in crcating 
an awareness among small growers to thc need and benefits of intensive 
cultivation on lincs recommended by the Research De'partment of the 
Board. This has becn an indirect but valuable achievement of the 
scheme. 

Due to financial stringency the Board is encouraging financial institu- 
tions such as banks to open Agriculture Credit branchec in the plantation 
meas, to  provide additional credit to small growers for dcvelopmeni. 



2.36. The Comm.ittee desired to know the area requiring replan- 
and actually replanted. In a written reply it has been stated ,that id was 
estimated in 1964 that an area o,f approximately 1,20,000 acres under 
coffee in India was in need of replanting with approved, disease resistant 
plant material. 

The Research Department of the Board has started large scale distri- 
bution of improved variety of disease resistant and high yielding variety af 
both Arabica and Robusta seeds to coffee Bowerg since 1954-55. (Dur- 
ing earlier years from 1948 onwards seeds were mostly utilised for the 
establishment of seed blocks in various zones for field observations). The 
coffee growcrs utiliied the sced material mosLly for supply planting and 
expansion of coffee area. 

The planters were fully convinced by thc good performance of the 
improved plant material grown on their estates during 1954-1962 in 
comparison with the existing old material. Hence the thought of replant- 
ing or replacing the old material with young coffee was provoked and 
gained momentum during the secvnd half of 1960's. 

The large growers themsclvcs started replanting at thcir own accord 
on a phased programme. Since the medium and small growers were 
hesitant to undertake replanting in view of their weak financial position 
the Coffee Board started its replanting loan scheme to provide a fillip to 
the tempo of replanting. 

The re.planting loan scheme was started during 1968-69 and with 
subsidy of 2.5 per cent to small growers from August, 1972 and so far 
covered an area of 3,478 acres. In addition to this the Agricultural Re- 
finance Corporation established in 1963 also started providing loans to 
large growcrs through Scheduled Banks. 

Considering the above facts and the quantity of seed coffee distributed 
so far by the Board it is estinlated that about an area of 55,000 acres bas 
been replanted so far. Morc accurate figures will be available only when 
the coffee census project launched by the Board in the 3 coffee grow& 
States for enumeration of estates and collection of detailed statistics 
(including statistics about replantating) is completed and the data ana- 
lysed. So far a total of 28,846 estates have been enumerated under the 
Project. 

The remaining area of about 65,000 acre., of a@ coffee could be 
estimated to be replanted within a period of another decade provided 
necessary incentive now available to the planters by the Board and other 
financial institutions, continue to be available for the purpose. 



2.37. The Committee desired to know the definition of small grower 
adopted for different purposes. In a written reply it has been stated: 
'The Coffee Rules 1955 (framed under the Coffee Act, 1942) have d e b &  
a. 'Large Grower' and 'Small Grower' as follows:- 

'Large grower' means a registered owner owning land planted 
either with Arabica Coffee, Robusta Coffee, or both aggregat- 
ing to not less than 50 acres, whether such land is comprised 
in one estate or more than one estate. 

' h a i l  grower' means a registered owner who is not a large grower. 

On the basis of these definitions, a small grower, for purposes of finan- 
cial assistance from the Board for developmental 'purposes is defined as 
a registered grower owning up to 50 acres planted with coffee. 

The findings of the Agricultural Commission in this regard are 
awaited. 

However, for the purpose of making a higher initial payment to the 
small growers immediately on delivery of the coffee to the Pool, the Board 
bas limited the area to 25 acres. Eshtes  of 25 acres and above, but whose 
total crop is not over one tonne of coffee per season are also eligible for 
this higher initial payment. 

A Sub-committee appointed by the Board to study the problems facing 
the small growers (having not more than 50 acres) in the report suhmitted 
in February, 1971 made the following observation: "From the foregoing, 
one can see that in the case of small holders the average production per 
unit is almost static. The gain in average yield per acre is very. marginal 
in his case even in the year in which the industry harvested a bumper 
crop (1966-67). From a study of the Replanting Loan Scheme, tha 
Intensive Cultivation Loan Scheme, the Working Capital Loan Scheme 
and the Hire Furchase Loan Scheme, that are now under operation by the 
Coffee Board, the Committee has noted that of the total of all 1- so far 
disbursed, nearly two thirds fall under 'the Hire Purchase Loan Scheme. 
This scheme accounts for Rs. 162.19 lakhs out of a total of Rs. 286.15 
lakhs disbursed up to the accounting year 1970-71 under all loans. This 
clearly indicates that the more enlightened among the planters benefit 
more by such assistance, while those in the small gowers' category. 
accounting for over 97 per cent of the total registered growers in the 
country, have to carry on, by and large, on their own. In any case. 
wkbver financial assistance they have so far received from ther ~oard 
has not been on a large enough to help them inciease their produc- 
tive a p c i t y  as borne out by the fact that the average yield of h o l d i ~  



owned ;by them has not shown anything more than a marginal increase 
of 17-1 12 per cent over a period of 4 years (1963-64 to 1966-67). 

As against this, the estates sector has increased its yield by 53 per 
cent mostly by the judicious use of fertilisers, use of sprinkler irrigntion 
under the HireCpun:hase scheme and by ado'ption of scieniific disease and 
pest control measures. This should serve as an index of the possibilities 
in the field of productim even from the small growers' sector, provided 
they are given proper assistance. 

2.38. At .the instance of Committee, the Ministry furnished the follow- 
ing statement showing planted area under Coffee, production and average 
yield/hectare for the seasons 1955-56 and 1960-61 and from 1965-66 to 
1970-71, 

- 
! , Size of Coffee Estates Area Production Yield/Ha. 

(Hectares) (Tonnee) (Kg. per 
hectare) 

I 2 3 4 
. - - - .. 

1955-56 
Below 20 hectares . . . . . 45,578 8819 193'49 

Above 20 hectares . . . . . 57,394 26209 456.65 

Total . . 102,972 35028 340.20 

1960-61 
Below 20 hectares . . . . . 64,042 29539 461.24 

Above 20 hectares . , . . . 56,279 38630 686.40 

Total . . 120,321 68x69 566'56 

1965-66 

Below 20 hectares . . . . . 69,263 25680 370.76 

Above m hectares . . . . . 593732 38181 639.21 

Totnl . . 128.995 63861 495'07 

1966-67 

Below 20 hectares . . , , . 69,379 33640 484.87 

Above m hectares , . . . . 58,637 -- 44833 764.59 

Total . . 128,016 - 78473 612.99 

1967-68 

Abovemabectares . . , . . 58,240 30391 521.82 

Total . . 128,475 57331 4.46'24 



I 2 3 4 

m-9 

Below zo hectares . . . . . 71,717 33104 461.59 

Above zo hectares . . . . . 59,065 40326 682.74 

Total . . 130,782 73430 561.47 - 
&low 20 hectares . . . . . 721500 31670 436.83 

Above 20 hectares . . . . . 58,282 31949 548'3.8 

Total . . 130,782 63619 486.45 

Below 20 hectares . . . . . . 77,892 50429 647'42 

Above 20 hectares . . , . . 58,561 59802 1021. 19 -- 
Total . . 136,453 110231 807.83 

The increase in yield per hectare worked out to 234.60 per cent in 
case of small holdings and 123.63 per cent in case of large holdings 
during the period 1955-56 to 1970-71. 

2.39. In a note furnished to Committee, it has been stated that besides 
financial assistance to the small grower in the form of loans and subsidy, 
technical advice and guidance and other facilities to improve his culti- 
vation practices are provided by the field establishments and Staff of the 
Board's Research Department. There are six Coffec Demonstration Farms 
already functioning in select areas. I t  is proposed to open a few more. 
The entire coffee area in South India is divided into Six Liaison Divisions, 
with a Senior Liaison Officer in charge of each Division. The divisions 
are further divided into small compact zones, each in charge of a Junior 
Liaison Officer, so that the small growers in every area will have direct 
access to a Technical Ofiicer specially trained to cater to their needs. 
Whenever it is felt that an area is too large for one officer to manage, 
steps will be taken to redefine the zone and provide additional extension 
service. 

Action has also been initiated by the Board to provide institutional 
finance to small growers in areas where easy credit facilities are lacking. 
The State Bank of India has already opened Agricultural Credit branches 
at two select places with a large population of Small Coffee Growers. 



2.40. According b a note furnished to the Committee, out of 49,000 
growers approximately 43,000 come under the category of small growers 
having less than 10 acres of Coffee. Till lately the extension services of 
the Coffee Board engaged primarily is on all crop improvement on large 
and better organised units to achieve increase in over production. The 
Committee asked why extension services did not benefit the small grow- 
ers. The Chairman of the Board stated: "Actually the extension services 
were meant for both large and small sectors. But because of lack of' 
response from the smaller sector, perhaps there has been more result 
achieved from the large sector. But we have realised the necessity for 
giving more attention and financial assistance to the small sector. That 
is why we did take up the issue about three years back and a whole set 
of new schemes have been drawn up and given to Government, which 
we are implementing now." 

2.41. In a written reply, it has been stated: "The Extension Services 
were organised for the first time during 1953 and concentrated their 
efforts initially on the larger acreages because the main objective at that 
time was to obtain a quick overall improvement in production of arabica 
coffee which was in considerable demand in the foreign markets. The 
original strength of the extension services was just enough to cater to the 
needs of the fewer number of large growers who had also sufficient finan- 
cial capacity to change over to intensive culture rather than tackle the 
large number of small growers numbering over 40,000. Moreover, the 
large growers et that time were also not cultivating their coffee in a 
scientific manner and were not conversant with various improved aspects 
of plant protection and manuring. 

The small growers were not completely ignored as the technical advice 
and loan aids 'were freely available to the small growers also. Many 
demonstrations were launched out even in the earlier years exclusively 
for the benefit of small growers when there was adequate enthusiasm 
and response on the part of small growrs. 

The Coffee Demonstration Farms started by the C&ee Board as early 
as 1957 were mainly organised to meet the requirements of the small 
growers and to act as e m i o n  cenhes for dissemination of knowledge 
on intensive cultivation to be adjoining small growers. At no time was 
there any conscious diwrimhtion between the small and large growers, 
the only motivation being the total improvement of a national industrv 
in as short a time as possibl~, 

It was only when sufficient funds became available that the extension 
work in sman holdings was enlarged and -the original strength of 8 liaison 
officers increased to a total of 24, end that a number of small extension 



d i c e s  were opened in the interior areas for the exclusive tihefit of the 
" I  * amall. growers. This aspect of extension wliich had been gammg tempo 

from 1971 onwards has now sdlered a severe setb'ack due to the present 
austerity measures and drastic cuts in the dudget of the Research Depart- 
ment. However, the improvement and diversification of small growers, 
particularly the robusta growers, is Wig given the m u u m  attention 
by the Extension and Research teams of the Coffee Board. 

2.42. In reply to a question, the Secretary, Ministry of Commerce 
stated: "Yield per acre of small hold% is less than the larger holdmg. 
We have no proposal to consolidate them." 

2.43. The Committee desired to know if the steps had been taken to 
promote co-operatives of small growers. The Chairman, Coffee Board 
stated: "One of the drawbacks of Kerala is that there is a large concen- 
tration of small growers. There are about 22,000 small growers in the 
Wynad area in two talukas. They are not cohesive enough in order to 
utilize the various services offered either by the Board or by the other 
institutions like financial institutions which want to give them necessary 
loan and other assistance. I have suggested that they should form 
co-operatives. Three members of the Board are coming from that area. 
They are also trying their best. In the adjoining South Coorg area 12,000 
small growers have been brought under one co-operative and they have 
been benefited by that. Now their per acre yield is definitely much 
superior as compared to the yield in the Wynad forest. Secondly, we are 
trying to encourage the setting up of the curing establishments under the 
co-operatives." 

2.44. In a written reply, it has been stated: "There are a few esta- 
blished service Co-operatives functioning in the coffee growing States. 
The services rendered by them to coffee growers include curing coffee, 
supp:ying fertilisers, pesticides and other estate requisites and providing 
short-term credit. One of the societies functioning in Coorg with a mem- 
bership of nearly 6,700 has been requested to include sprinkler hireser- 
vice in its activities for the benefit of small growers. The plantar-mem- 
bers on the Board have also been requested to take a lead in organizing 
co-operatives in their respective areas to provide custom service in 
Sprinkler to small growers who cannot by themselves afford to go in for 
this comparatively costly item. However, the indications are that orga- 
nizing co-operatives for this purpose is proving difficult since there is 
need for concerted action by the local leaders in the plantation areas, and 
the need for cohesive action. The Board has also requested the State 
Governments to inculcate in the eslabfisbgd co-operatives the willingness 
to provide custom-service to small coffee growers around them. 



The small grower membership of the established service co-operative 
in Coorg is about 6,540 which represents 56 per cent of the total number 
of small growers (11,623) in Coorg District." 

2.45. The Committee regret to ohewe that the CMee Development 
Pian launched towards the close of 1956-57 witb emphasis on bringing 
m t  the potentialities of the smaU hoMings haer not helped small growers 
to the desired extent as will be seen Erom the following: 

(i) The facility of loans under the scheme of the hire purchase 
of equipment and replantation has been made available even 
to large growers who may not merit such assistance and who 
can afford to borrow fmm market ai higher rates of interest. 

(P) .Out of total loan of Rs. 507.36 lakhs disbursed upto 1972-73, 
an amount of more than 50 per cent is accounted for by hire 
purchase of equipment and machinery scheme. Out of the 
amount Rs. 261.95 lakhs (total 77,892 hectares) given under 
this scheme, the small growers received only Rs. 159.95 lakhs 
whilst the large growers (58,561 hectares) Rs. 102 lakhs. Ac- 
cording to the sub-committee appointed by the Board to study 
tire problems of small growers, more enlightened among the 
planters benefit more by such assistance, while those in small 
growers category accounting fn- 97 per cent of the total regis- 
tered growers have to <any on by and large on their own. 
It has been admitted by the Board that there has been difi- 
culty even in organisinp cooperatives to provide custom ser- 
vice in equipment like r;prinkier to the small powers who 
cannot themselves afford to go in for this camparalivcly costly 
item. 

(iii) Out of total area of 1,20,000 acres requiring replantation 
according to the Board's estimate in 1964, the replanting loan 
scheme covered only an area of 3,478 acres. According to 
the Board's estimate an area of 55,000 acres has been re- 
planted so far by the growers themselves or with assistance 
from other sources. 

(iv) Out of the total amount of Rs. 53.57 lakhs sanctioned under 
replanting scheme started in 1968-69 the large growers re- 
ceived as much as Rs. 36.63 lakhs and small growers only 
Rs. 16.94 I n k .  

(v) Under the Intensive Cultivation Scheme started in 1956-57 
particularly for small growers, only loans of Rs. 100.68 lakhs 
have been disbursed during the period of 16 years. Out of 



tdrl p b t d  m a  of 1,47,260 acres belonging to the registered 
small holders only area of 14,965 (10.8 per cent) a m  ha6 
been covered under the scheme during the period of 16  +. 
The target proposed for the Fifth Plan is 5,000 acres involv- 
ing e total outlay of Rs. 91 lalcb. The slow progress of the 
scheme, the Committee understand, is due to the fact that 
these loans are advanced against the mortgage of immovable 
property. The handicap of the small grower is his prior 
indebtedness and difficulty in producing documents to esta- 
blish hii legal title. The provision made by the Board to 
permit the borrower to utilise upto 30 per cent of the loan for 
discharge of prior debt has often proved inadequate. 

(vi) For repayment of loans, the small growers enjoy a meagre 
concession of only 3 per cent in the rate of interest as com- 
pared with large growers. The large growers are charged net 
rate of interest of 7 s  per cent and the small growers 74 per 
cent. It Las been stated that it is not desirable to charge 3 

higher rate of interest on the loans advanced to large growers 
on the analom of the approach adopted by commercial banks 
or other financial institutions, as such an approach on the part 
of the Board is most likely to defeat the purpose for which 
the plan was launched. The Committee are unable to agree 
to this. 

2.46. The Committee are dissatisfied with the working of the Coffee 
Development Plan. Although the area under cultivation of small growers 
(77,892 hectares) at present is larger than that of large growers (58,561 
hectares) their total production of coffee is still less than that of large 
growers. It is possible that this is so because small growers have not 
received adequate attention. During the year 1970-71 average yield per 
hectare was as low as 647.42 kg. in case of small holding.. as against 
1021.19 kg. in case of large holding. In order that the Development 
Plan should have the desired impact on increasing the productivitv of the 
small growerq. the Cmrnittee stronglv feel that the Development Plnn 
needs reorientation. The Committee desire that action may be taken on 
the following lines: 

(i) sufficient funds should be made available for assistance to 
the small growers at more liberal terms of repayment 

with higher percentage of subsidy. 

') Large growers who can afford to horrow from commercial 
banks should either he discouraged from the Develop- 
ment loan schemes or charged the market rate of interest. 



2.47. Long term loans of Rs. 202.00 lakhs were received from the 
Government of 'India to end of 1971-72 for development of coffee Indus- 
try. Of this, 19.80 lakhs were repaid leaving a balance of Rs. 182.20 
lakhs on 31st March, 1972. These loans have been utilised by the Board 
as part of the total loans of Rs. 416.63 lakhs paid to planters and Co- 
operative Societies, as shown below: 

Nature of Loan 
L- Principal Recovery over due 
paid Outstand- as on 31-3-1972 
upro ing on 
31-3-72 31-3-72 Principal Interest 

(in lakhs of Rupees) 
I. Long tum loans to small growers for 

intensive cultivation (recoverable in 5 
Annual instalments commencing from 
the sixth, seventh, ninth year as the case 
maybe) .  . . . . . 87.90 51-38 4'39 1'04 

11. Short term loans to small owers for 
wor*ing capital (recovcraKe within 
18 months) . . . . . 68.84 4.75 0'18 0.01 

111. Long term Icans for purchase of equip- 
ment and machincrp mder hire-pm- 
chase system-25% (10% from 10-1-69) 
of the coat of equipment at the time 
d deliwry of equipment and tk balance 
757; (90% from ro. 1.69) recoverable 
in f ~ r  e q d  mmm! iasta!ments . 225. I4 103.29 1 I ' W 2' 94 

TV. Loans to Cooperative Societies for pro- 
cessing or curing of coffee (recoverahle 
in five equal annual inst~lments) . 1.00 

V. Loans to growem for replantotion o f  co- 
ffee (Recoverable in seven instalments 
omunnrcily fm 5th Year) . . 39.75 33'64 . . 0 . 3  



2.48. I n  a note furnished to the Committee, it bas bedn Mated that 
the following steps are taken to$recover the overdue &dances: 

(1) W i g  Demand Notices on each defaulter at regular intervals; 

(ii) Notifying the defaulter's name and amount involved to the 
Board's Pool Agents and Pool Depots with instructions to 
recover the dues from the value of coffee delivered to the Pool 
from the defaulter's estate. 

(iii) Filing a suit against the defaulter, in a wurt of law, as a last 
resort. 

The balances shown in the Audit Report indicate the position as on 
the 31st of March, 1972. The recoveries effected subsequent to that date 
reduced these balances by more than 50 per cent as the following two 
statemerits would show: 

I .  Development Loms-Overdue instalmcnts o f  PRINCIPAL 

Year in which the amount Intensive Cultivation Equipment Loans 
became due Loans 

Overdue as on Overdue as on 



IL Deodopmsnr Loan INTERES T-Overdue. 

Year in which the mount 
be came overdue 

Intensive Cultivation Equipment Loans 
Loans 

Overdue as on Overdue as on 
31-3-1972 31-8-1973 31-3-1972 31-8-1973 

Total . . . . . 1,03667 61,963 2,94,266 1~4.401 

2.49. During evidence, the Chairman of the Board stated: "There are 
nothing like bad debts so far as these loans arc concerned because wc have 
a total grip over the crop of individual planters in succeeding years, and 
if not in one year in the next year or in the following year, wc will bc 
ab!e to appropriate from the Pool. Therefore, it is only a question of 
certain legal difiiculties >ere and there which have prevented the total 
amounts being made good. We can assure that there is nothing like bad 
debts, and all the moneys will be recovered from these people." 

2.50. In a further note furnished to the C~mmittee, it has been stated: 
"All loans advanced by the Board to coffee growers constitute a charge 
on the coffee produced on the loanee's :stat< a d  on th. pooi c.ividalJs 
thereon. Whereas in the case of annud crop hypothecation loans, the 
amount is recovered automatically from the pool dividends on the hypo- 
thecated crop, in the case of long-term loans repayable ovcr periods rang- 
ing from 3 to 7 years, the rights of the Board on the crop are not exer- 
cised unless the planter fails to clear the yearly dues himself, and is noti- 
fied as a defaulter. When for any reason, recovery of the loan prokes 
dif~cult  due to non-poolinp of coffee, the Board has the right, except in 
the case of the equipment Hire-purchase loans, t o  enforce its rights throuzh 
the Court against the estate itself. In the case of Equipment Hire-pr-  
chase loans, no mortgage of property is involved, but only a charge on 
the crop until the ownership of the equipment is transferred to  the planter," 



2.51. In a written reply, it has been stated: "The number of cvles 
where the principd is overdue as on 31st August, 1973 under Intensive 
Cultivation loan is 193 and=r @uTp-mint loan 489 as a~ainst the 
total no. of cases of 693 and 2,058 respectively, where the planters have 
taken loans under these heads. In all these overdue cases the rebate of 
112 per cent is not allowed, and this could be construed to be the penal 
levy." 

2.52. The Committee enquired about the number of Cooperative 
Societies to whom loans have been advanced and the amount of loans 
given to them ~~i+tr-vi.c Individ~al Plmters. In a written reply, it has been 
stated: "There has so far been only one instance of a Co-operative Society 
being granted loan by the Board. This was in 1964-65 when, n loan of 
Ks. 1.03 !4d1 was granted to a Coffee Processing Co-operative Society for 
expansion of its curing and other facilities. The loan was repaid by the 
Society without default. 

No specific Scheme, as such, for extending financial assistance to Co- 
operative Societies is operated by the Board. However, Rulc-33(B) of the 
Coffee Rules, 1955, empowers the Board, with the approval of Ciovern- 
men:, tu  lend moncyc to "1'1antcrs pulping Co-operative Societies and Co- 
operative Societies for processing or curing coffee" bcsides giving loans to 
coffee Frrlwcrs. I t  Icas under this enabling provision that the loan of 
Rs. !.PO lakh above mcntia:~cd ma5 granted in 1964-65- A proposal to 
grant similar loans to two Co-operative Societies dr~ring the Crlrrent Year 
(1973-74) has had to be h y p e d  a< a result of a drastic cut imposed b ) ~  the 
Governmen: on the Budget grant. 

4 

As against Rs. 1.00 lakh granted to a Co-opcrt~tive Society, a sum of 
Rs. 557.00 lakhs has F.G far been advanced to individual planters under 
the various schemes. 

2.53. The Committee note that the principal sum amounting to Rs. 5.14 
lakhs and interest amounting to Rs. 1.24 lakhs in respect of equipment 
loans and principal amounting Lo Rs. 2.01 lakhs and interest amounting to 
Rs. 0.62 lakh in ~espect of intensive cultivation loans were over due ss on 
31~f August, 1973. The Con~nlittee were informed that there was nolbing 
like had debts because the Rourd had total grip over the crop of the indi- 
vidual plmters. If so, the Cornit tee are surprised how the amounts which 
kcame  over due during the period as early as 1964-65 to 1969-70 are 
sail! fo be recovered. The Committee stress that necessary steps s h d d  
be taken to recover the omr due amounts of principal and interest expedi- . 
tiowly . 



2.54. A loan of Rs. 1 lslrb pi@ to r Coffeeee Prtmsisiag MU Cbij$crdhre 
S6rie iltuflYg 19k-65 f6r expipdon of ttrs cmhg and &er trvcluae"~ Was 
re@& hy the soJety ii'dt;li,U But prappsd to want sindhh labs '10 tho t 'coo#6Mvc loclefies'fmuidg i 73-74 was dropped as a rew)t 6f m~tk cut 
In Pad& by Govdment on h e  ' ~ u d ~ e t  grant. The Combittee are W o a  
t h t  c o o ~ h ?  sector shodd be encouraged to undertake or e x p d  pro- 
ce5shag aUd c U h g  of colkee ahd should not be denied financial assistance 
by the Board. Tbe Committee desire that the requests of the societies 
should be considered during the financial year 197975. 



CHAPTER 111 

3.1. The Marketing Dcpartnlcnt of the Coffee Board deals with collec- 
tion, curing, storing and sale of coffee. One of the essential features of 
the Indian Coffee Industry is thc pool system of marketing, the principal 
features of the Pool System of mnrketinE are the following:- 

(a) All coffee growcrs are under a statutory obligation to register 
their estates, irrespective of their size, and deliver their entire 
crop in the Pool, except such quantities as may be permitted, 
by the Board for domestic consumption and seed purposes; 

(b) In so doing, the growers divest themselves of all rights of 
cwnership of the coffee pooled by them; 

(c) Payment to the growers on the coffees pooled is made on the 
basis cf their valuo, as determined by the price diikrelltial 
scale fixed by the Board for the crop season; 

(3) The pool coffec is sold in the internal market and for export 
through convenient channels in regulated quantities and at con- 
venient intervak; and 

(e) All coffee curing establishments are licenced by the Board. 

3.2. Rule 18(l)(c) of the Coffee Rules 1955 deals with the appoint- 
ment of the Marketing Cornmiltee of the Coffee Board. The Marketing Com- 
mittee is constituted each year commencing from 1st July Yo 30tb June 
next following. It consists of 15 members including the Chairman of the 
h a r d .  The composition of the Committee is as under:- 

(a) the Chairman who shall be the exsfficio Chairmi)p of the 
Committee; 

(b) the Vice-chairman; and 

(c) twelve other members appointed by the Board by election, of 
whom six shall be representatives of growers; two shall be 
representatives of the coffee trade; two shall be representa- 

tives of consumers; one shall be representative of labqur agd 
one shall be representative of any of the o t h ~ r  interr;~ts. 



3.3. Tho CommiU~c enquired about justification for high represatation 
of growers in the Marketing Committee and how far the Committee safe- 
guarded fully the interests of the consumers. In a written reply, i t  was 
stated that under the Coffee Act, a sta~tutory obligation has been placed on 
the coffee growers to deliver the entire quantity of coffee produced by them 
to the pool. The Marketing of this coffee is done by the Board, and the 
growers are not free to marke,t.the coffee themselves. The Marketing Com- 
mittee discharges all the functions of the Board in regard to the coffee 
marketing schemes as set forth in the Coffee Act and the Rules. As 
this Committee is dealing with the 'produce of the growers 
and the marketing of coffee and the distribution of the sale 
proceeds to them in accordance with the provisions of the 
Coffee Act, a higher representation for the coffee growers on 
the Marketing Committee has 'ken provided since the beginning. The 
total number of mr~nbers on the Marketing Committee is 15 including the 
Chairman of the Board who is ex-officio Chairman of the Committee. Of 
the I5 members, 6 are representatives of coffee growers and the remainicg 
represent various othcr interests, including two representatives of consumers 
on the Committee. Titking into consideration representation to various 
other interests as also the specific representation to various other interests 
as also the specific representation of 2 seats for consumers' interests on 
the Marketing Committee, the interests of the consumers are also safe- 
guarded. 

3.4. There are 31 Coffee Curing establishments licenced by the Coffee 
Board under Section 28 of the Cuffee Act. Of the 31 Tlire~s, 5 arz co- 
operative Sccieties, I:! ;rie Public limited Companies, 5 private limitcd com- 
panies, 6 partnership firms and 3 are proprietory coxerns. All tllcsc 
liceaced Curing establishments have also been appointed as Agenis of the 
Ecard for the purpose of receiving, Curing, storing, etc.. of the cofice 
deliverell to the pool under the Coffee Act on behalf of the Coffee Board. 
'rhere are no sterling colnpanies among the coffee curers, but there are five 
Curing Establishments in which certain shxcs arc: held by i'cll-eign firms/ 
individuals. 

3.5. The Committee enquired of the appointment of curers agents of the 
Board did not oflend :he provision of Sub Rule (c) of Rule 41 becau.~e of 
dual tux-lions of the establishments. In a written reply, it has bee:) stated 
that the question whether appointment of curing establishments ;IS agents 
of the Board does not offend thc provision of sub Rule (c) of Rule 41 has 
been examined in consultation with the Legal Adviser, and the psition is 

Sectim 7(3) of the Coffee Act empowers the Board to appoint Agents 
to carry out on behalf of the Board the functions in relation to marketing, 
storing and curing of coffee. The purposes for which the Board may 



appoint Agmts are bnmcrated in Rule 41 of the Coffee Rules reproduced 
below S- 

Rule 41 of tbe Coftee Roles 

"The Board may appoint any person or body of persons to act as its 
agents for all or any of the following purposes namely:- 

(a) marketing of coffee in the Indian Market or for export; 

(b) storing of coffee which is the custody of the surplus pool; 

(c) supervising the curing of coffee by licensed curing establish- 
ments and the deliveries of cured coffee by such curing 
establishments to the surplus pool; 

(d) collecting of coffee from planters for delivery to the surplus 
pool; and 

(e) making payments from the funds received from the Board to 
planters on coffee delivered." 

In 'terms of the powers conferred under the above rule, the Board has 
appointed a number of Pool Agents, who are also licensed curers. The 
Pool A p n t s  receive coffee from Planters, from the funds received from the 
Board and also assist In marketing of coffee. These functions are covered 
by the sub-clauses (a), (b), (d) and (e) of Rule 41. 

As, from the time the coffee is received into the pool, it is a continuous 
process of curing, storage and ultimate delivery to the buyers, the curing 
esta5lishments have also been appointed as the Pool Agents under a sepa- 
rate agreement. In  this connection, it may be mentioned that one of the 
recommendations of the Plantation Inquiry Commission which was set up 
by Government in April 19.54 was that "it would not be advisable to sepa- 
rate c u r i q  and pool agency furdions; such a separation will resrllt in 
considerable diRiculty apart from avoidable duplication of human e5ort 
godown facilities m d  ultimately add considerably to the marketing ch~rges; 
this will not be in the itrterest of the growing industry." 

The Pool 4gency Agreement does not exempt such curers as are pool 
aqents frcm supervision of the curing of coffee or the delivery of cured coffee 
to the surplus pool. 

Sub-clause (c) of Rule 41 empowers the Board to appoint any penon 
or body of persons to act as its agent for supervising the curing of coffee by 
liccnsed curing establislfments and the deliveries of cured coffee by such 
curing establishmtnts to the surplus pool. The Board has not appointed 
agents to perform these fun&ions. The supervision of the curing cf coffee 



is, carried out by the Coffq Iq6pBctom and- ths AC!hKh who are of&iais 
of the Boad and who are stationed at or attached to the Curing Works. 
The delivery of cured coffce for inclusion in the surplus pool is supervised 
by these Oflicas and this is also controlled by 'Ult, Head O* to whom 
periodical returns have to be furnished by the curers regarding the qua~tities 
received by them from the growers, tha quantities cured, etc. Every curing 
establishment must comply with the requirements of Sections 28 and 29 of 
the Act regarding obtaining of a licence for establishment of a curing works 
and for submission of periodical returns in connection with curing. 

In the light of the above, appointment of cwers as Pool Agents does not 
confiict with the provisions of Rule 41. Rule 41 specifically states that the 
appointment of agents may be for all or any of the purposes enumerated 
in subtlauses (a) to (e). The Pool Agency Agreement covers the functions 
enumerated in sub-clauses (a), (b), (d) and (e) and, does not include the 
supervision of curing of coffee specified in sub-clause (c). 

3.6. The Committee dcsiled to ~ Q W  the nu- of curing establish- 
ments owned by large growers. In a written reply, it has stated t h ~ t  out 
of tbe 31 Pool Agents of the Board, 8 are owned by large grawers. These 
exclude curing establishmcn!~ owned by companies and Cooperatives of 
which some of the Directors and Share Holders may be large gtowers. 

3.7. The Committee enquired how maay large growers purchased coffee 
in the auction for domestic sale and what was the total quantity purchased 
during each of the last three years. 

14ccordiag to informati~n available with the Board, 11 firms whose 
pattems/Directors (either one or more) are coffee growers purchased the 
following quantities during the years 1970, 1971 and 1972. 7% per- 
centage of total purchases made by these b s  to the total quantity auctioned 
each year is also tornishcd. 

Quantity % t n the, Quqntity %to the Eh;! %to , the 
Wrchascd T ~ a l  Rircha- Total Total 

scd . sed 

(Quantity in Tomes) 

3.8. According to tbe infannation available with1 the Boamd 51 8mu 
w h  partacnr/D'aedwp (either one or mme) or ProprMom ,uc C W T ~ U ~  
Clcowdts parchased ,the fdowing quartitits daring the year. 197% 1 Pill and3 



Quantity1 :l, to thp Quantity O/, to the Quantity % to the Purchas- Total Purchas- Total Pur~+m- TO@ ed 4, :ed - ktl -- 
(Quantity in Tonne~) 

14,479 46'40 20,414 4 8 ' 5 1  10,048 21.51 - _  - - - - - -  NOTE: The information furnished above both in respect of internal and 
export sales is exclusive of the purchase4 made by Public Ltd. 
Companies, a few Directors/Shareholders I. which may come under 
the category of large growers. 

3.9. The rates of remuneration of agentsl are as follows:- 
(i) Agency remuneration @ &. 27 a tonne on all coffee received, 

other than coffee Wensferred from Depots. 
i 

(ii) One per cent remuneration on the total payments to the grower 
i on coffee pooled directly on tonnage basis. 

The rate of 1 per cent remuneration for 1969-70 season was Rs. 63.80 
a t m e  and that for 1970-71 Rs.-42.80 a toppe on the ab~ve  basis. As the 
crag during 1970.71 is large the total exmditure on 1 per cent remera- 
tiqn [though the amount is lower than tbat of 1969L70 season (Rs. 42.80 a 
tonne as against Rs. 63.80)] is greater than that of fhe previovs seagoa 
(Rs. 39,32,W for 1970-71 season as again@ Ps. 33,91,359 iq 186Q-701. 

3.10. Asked if his syvtern of payment of 1 per cent on total payments 
to tbe growers was fool proof, the Secretary Foreign Eade  replied: "It is 
not fool proof. First of all, these payments are regulated by a periodk 
study and recommcndatiotls of the Cost Accounts Branch of the Ministry 
of Fiance. Eve] y three or four years they go into the expenses and mrrke 
recommendations. What has happened is that, when they went into those, 
they did not recommend a certain price to be paid in terms of value of the 
product. Th: return on capilal invested was not taken into account. This 
one per cent on sale price is given as a return on the capital employed on 
curing work, etc There is a little fallacy. The return on capital should 
be s~mething like 10 or 11 or 12 per cent, whatever is thought to be pro- 
peG it should not be left to market forces or auctions to determine what 
the return on capital should be. Once again the matter is under study by 
the Cost Accounts Officer and we would like to have a fixed return on 
capital. 

3.11. In q wlitten rely it was stated that consequent on the Govern- 
ment's decision on the recommendations of the Plantation Enquiry commis- 
rion (1954) the Coffee Board has been periodically constituting ~ommittees 
vith a cost Accounts Officer deputed by the Ministry of Finance 3s One of 



the members to study the costs of Curing, Agency and Sales functions and 
make suitable recommendations in regard to remunerations payable for such 
functions. Such reviews were made by the Committees constituted by the 
Board in 1958, 1966 and 1969 in the past. 

The committee constituted in 1966, while reviewing the report of the 
Cost Accounts Officer recommended that the remunerations paid to Pool 
Agents should be reviewed every 3 years. The recommendations made by 
the Committee appointed in 1969 covered 3 years 1969-70, 1970-71 and 
1971-72. 

The Pool Agency remuneration was therefore due for a further review 
at the end of the year 1971-72 and hence a cost study was undertaken by 
a Government Cost Accounts Officer deputed by the Ministry of Finance in 
July 1973. T ~ P ,  report submitted by the Cost Accounts Officer, in Septem- 
ber 1973 is under the consideration of the Coffee Board. 

3.12. Although under the Coffee Act the prodnction and distrk~tion 
of coffee is contro!led by the Coffee Board, the Committee find that in actual 
practice the hterost of large growers is playing a decisive role in eniiw 
operation of the industry. According to information given to the Com- 
mittee, out of 31 firms of pool agents and curers, 8 are owned by large 
growers; besides some of the directors and shareholders of companies and 
cooperatives may be large growers. Again the finns owned by or having 
interests of large gravers purchase coffee in auctions for internal consump- 
tion and export. The Committee are of the opinion that as it is, the Board 
is serving the interests of large growers and large traders. The Committee 
desire that Government should look into this vital aspect and ensure that 
the Board primarily serves the interests of public at large and consumers. 
With this end in view, Government should review the enfire structnre of 
the Board and its statutory committees which have overwhehing 
tepresentation of large growers. The Committee strongly feel that Ole 
representatton given to the consmers especially in deciding marketing and 
pricing polcies should be at par with that of grower as otherwise the pnblic 
Merest will suffer. 

.3.13. The functions of the pod agency and curing of coffee have been 
combined in the same firms. These firms therefore get reanmeration for 
the agency and curing, Apart from agency remuneration at the rate of Rs. 
27 per tonne, 1 per cent on the total payments to the grower is puid to 
pod agents. It  was admittea by the Commerce Secretary that the system 
of payment of 1 per cent on tales was unsound as this did not correcUy 
repreeent tbe return on the capital employed on the curing wort. If so, 
the Commitbee are surprised bow this defective system was adopted in the 
past and st i l l  being continued. The Committee were informed lhnt the 





In regard to exports, coffee allocated for export is so10 periodicglly 
o n a  ia nd weelts. EkpdWd%f ioBpb 

@ are ahwd to @tici@tii %"th%sZ1 ria& 
are free to ship their purcMm to ;ui~"douhky 

of their choice unless otherwiy sqecified b the Boyd. Tg ~-:~llrpect ot 
auction n o a d ,  upaiccd we supplid 4th de* $ givipl 

particulars of types and ' b d e s  d co'kkee, 'quantity, $we c$ .(?Flivgy etk 
They are also supplied WM'pre-auction samples of coffee to  enable them 
to send the same to their prospective buyers abroad t+nf ,obta$ quotatiop, 

3.17. The following table shows the quantities sold for exprt  out of 
eacb season's crop since 1961-62: 

Season Arabia Robusta Total 

(In Tomes) 
1961-62 . . . . . . . . 14,797 5,032 119,823 

~952-63 . . . . . . . . 16,793 &,618 )22,111 

r?63:6.: . . . . . , . . 22,641 $0,364 Ir 33,005 

1e4-65 . . . . . . . . 21,497 1,506 23,m3 

1965-66. . . . . . . . 21,016 7,827 28,843 
I 

1966-67 . . . . . . . . 22,003 13,072 35,075 

1967-68 . . . . . . . . 22,985 6,771 29.756 

Allocation 
T k r e  has been a substantial increase in the quantities sold for export 

during the last decade. The release for export has risen from a level of 
19,829 tonnes in 1961-62 to a high of 47,655 tonnes in 1970-71, although 
there have been lower releases in certain years in between due to lean 
crops during those particular seasons and the need for allocation to meet 
the minimum requirements of the internal market to hold the price for 
the consumer. The increased release for export has been possible because 
of the increased tempo in the production of coffee. The allocation d 
coffee out of 1972-73 crop has been tentatively fixed at 50,000 tonnes 
out of a total estimated production of 87,000 tonnes, as there has been a 
considerable carry-over from the previous 9 ~ 3 ~ '  crop especially from a 
vqy heavy crop in 1970-71. 
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3.18. cnpoved about the @stifiatim for, h&dLy 60 
separate auctions of coffee for export and internal collmbpbn. The + 
r e t k ,  Foreign Trade stated during evi&nce: "For emits, the first fb 
tor is in this. In the world trade in coffee, India's trade in coffee is 
significant. If we take that as a comparison then we &e in no position 
to insist on them t7, come to our composite auctions-home and foreign. 
In these auctions they may take their chance'along with the domestic 
buyers. That is one thing. The second thing is that in coffee, it has all 
along been regulated by quota and whenever a quota situation comes in, 
that is quite a different matter." On being pointed out that there were 
nonquota countries also, the witness stated: 'Tor the nonquota countries, 
we have often negotiated separately with them and sold them at a certain 
price. I would say that there are certain factors which make us to 
compete. And if we have to compete with them for coffee, then the 
price for the home coffee has got to be higher. Then only we might got 
a better return. We will be in a position to compete with world market 
in coffee only if we have the demand for it." 

3.19. Asked if a combined auction had been tried out, the witness 
replied: "I am told that about 30 years ago or 20 years ago, it was tried 
*out." 

3.20. The Committee asked if a separate auction for export did not 
lead to manipulations by monopoly exporters who might be interlocking 
capital with blending and marketing h s  abroad. The Secretary, Foreign 
Trade replied: "If one were to compare all the unit prices realised in 
India and abroad, the difference was not at any time of that magnitude 
t o  have the result of that kind of manipulation. I would also like to sub- 
mit that once we have been allowed a free entry on the world scene, then 
for the last twelve months, the unit prices in the export market are much 
higher than the price in the home market." 

3.21. The witness added that "In January, 1973 the price in the home 
auction was 231 whereas the price in the international auction in India 
was 300 and so I say that the price in every single item is higher. The e 
is shortage in the world scene and so we got a good price. I am accepting 
the point you mentioned that the unit value realisation over the years has 
been less i n  India in the foreign auctions than in the home auctions. That 
is not the result of holding of separate auctions. That is the result of the 
world factor." 

In a written reply furnished subsequently it was stated that Coffee pro- 
duction in India is only about 2 per cent of the world production. Hence 
no control over the international prices could be exercised by Board. In 
the internal sales, however, the Board, by its regulatory mechanism exer- 
cises a ceTtain amount of control to ensure a fair return to the g r m s  



and to Wlsure that the price to the Indian consumer is not unduly high, 
With this object, the Board has endeavo~ed to segregate internal and 
export sales in such a way to see that the international prices have no. 
injluence on the internal prices and vice-versa. 

For adopting a combined auction, both for internal and export sales, 
the marketing conqtions are not conparable. There will be wide fluc- 
tuations in prices # the international markets where as it is the Board's 
objective to see tha& the internal prices are more or less stable. The other 
disadvantages in having combined auction are:- 

(1) There cannot be a common reserve price for both exports and 
internal prices as prices in the export market are dependent on 
international prices whilc the reserve prices for the internal 

market are based on cost of production. 

(2)  Regularity of supplies in either of the two markets cannot be 
ensured in common auction. If export prices were to be more 
attractive, there would be a tendency for larger quantities to 
be exported creating scarcity in the country. If the internal 
prices were to be more attractive, the tendency would be to 
direct more of the purchases to the internal market thereby 
depriving the export markets of continuous supplies. 

(3) In a common auction. it cannot be ensured that the top quali- 
ties are exported because of the keen demand in the internal 

market for such coffees. Further, the export houses will 
have to compete with internal dealers who have no export acti- 
vities 2nd in this process it is possible that exporters may not 
be able to secure the particular lots of coffee which they 
want. 

(4) Under the present terms and conditions, the coffee put up in 
the export auctions are specifically for export and it is m e  of 
the conditions that the exporters must export the cotfee'and 
should not release it in the internal market. 

(5) There has always been a difference between the internal and 
export suction prices and -hence price adjusted in a common 
auction would present a serious problem. It has not been pos- 
sible to visualise any practical advantages in a common ailc- 
tion. 

In respect of sales for the internal market, an excise duty of Rs. 50 
per 50 k g . ,  for Arabica coflecs and Rs. 33 for per 50 Kgs. for Robusta 
is currently levied. The excise duty on internal sales is levied at the point 



of removal of the coffee from the pool warehouse of the Board. There 
is no excise duty on export sales, but at  the point of shipment of export 
duty of Rs. 25 per 50 Kgs. is levied, on all coffees exported. 

3.22. The terms of sales of the Coffee Board both for internal an3 ex- 
port sales are ex-l:ags, ex-curing works. For the purpose of comparison, 
the prices given in the following statement arc exclusive of Central Excise 
Duty. 

Internal and Export Prices 1961 to 1973 
-- - - - - - - - -- - - 

Annual average pricca srcuretl Annual average price! secure 
in ililcrnal a~:ctio!~s in Ks. per in E x p w  auctwns in 
50 Kg. es-bags cx-curing Rs. per 50 Kg. es-Sags ex- 
works csclusive of Central curing works exclusive of all 
excise durv and sale!; tax taxes and duties 

S1. Year Plant ; Ar. Chy,  Rob. Chy. Plmr Ar. Chy. Rob. Chy. 
No. A AB AB A AB AB 

I 1961 . . 
2 1962 . . 
3 1963 . . 
4 1964 . . 
5 1965 . . 
6 1966 . . 
7 1967 . . 
8 1968 . . 
9 1969 . . 

10 I970 . . 
11 I971 . . 
I2 I972 . . 
13 1973 

Jan . . 
Fch . . 
March 
APT. . . 
Ria). . . 
June . . 
July . . 
hug.  . . 

.. 

* Inclusive (>t Sales 'I'as. 

3.23 The Chairman of the Board stated during evidence: "We are 
always in touch with the interc~tional markets, particularly in New York, 
London and Ilambour, which indicate the daily changes in prices almost 
like a stock exchange, and since we are on the Benters' telex, we get the 
prices evely morning, and therefore. whenever auctions are held, we go 
 in:^ a quick conference, the nsrketing head myself and the Chicf Accounts 



3.24. According to the International Coffee Agreement (which expW 
on  30th September, 1973), the basic quota for India has been hed at 
25,380 tomes. Prior to the commencement of each Coffee Year, the Inter- 
national Coffee Council estimates the World requirements of coffee 
for the following year and in the light of this estimates, the 
Council tixes the world annual quota and allocates quotas for 
the, producing members in relation to the basic export quotas. 
A selective system of adjustment of quotas is also adopted to 
make upward or downward revisions of the quotas based on 
the movement of the prices for coffee in the international markets. For 
this purpose, price brackets are fixed for the four principal groups af coffee, 
namely, Colombian Milds, Orher Milds, unwashed Arabicas and R9bustas, 
into which all the producing countries have been grouped and if the price 
for a particular group of Coffee over a 15 marketing day period moves 
upwards ar downwards beyond the price brackets, upward or downward 
adjustment in rhe quota of the producing members of that goup  is made. 
hd ia  comes under the classification of other Mild group. 

The question of exteasionjRenegotiation of the present International 
Coffee Agrcement which expires on 30th September 1973, was considered 
at the Sessions of the International Coffee Council held at London in April 
1973. The ICC resolved to extend the ICA, for a further period of two 
years with efIect from 1st October 1973, but in extending the Agreement 
for another two years, all regul~tory mechanisms and economic prmisions 
in the original agreement have been deleted, and essentially the. ICO will 
continue merely as a centre for collection and maintenance of statistical 
info~mation. 

3.25. Asked about the payment made to the International Coffee Or- 
pnisation, the Coinmerce Secretary stated: "The arrangement is that each 
country pays, in terms of U.S. Dollars, 60 Cents &r bag allotted in the. 
quota, that is. a little more than half a dollar. It is about Rs. 12 lakhs in a 
year." The witness added: "Apart from how much we pay, 1 may answer 
that the International CofTee Organisation goes on the basis of the econo- 
mic strength in coffee tcrms. Our voting power and our position there 
is extremely slender. 'but not unfair as compared to our status as a coffee- 
producing country. It is in proportion to that. Speaking from memory-I 
can give you a precise figure later on--our voting power is around 1 per 
cent." Asked about the representation of the Board in the organisation the 
witness stated: "We have an IAS officer who is in a very senior position 



3.26. Exports of coffee to Bast European countries undtr bilateral 
agnamci~te are dona mainly by the private registered exporters. However, 
from 1972, the Board has made certain sales directly and through STC 
a h ,  particularly to the East European countries in the non-quota group. 
This was resorted to at the request of these countries to the Board for 
direct sales and also the clear indications given by the Estimates Commit- 
tee and the Kaul Committee that the Board should enter the export market 
directly. This aspect has also been emphasised in the body of the Export 
Policy ResoIution (para 21) wherein the Commending role of the Public 
Sector in the development and expansion of the export trade has been clear- 
ly enunciated. 

The East European Countries were generally in the 'non-quota' group 
of countries according to the I.C.O. and as such always enjoyed a conces- 
sioaal rate for import of coffee from all produchg countries. They were 
even named as 'new markets'. The very concept of quota and nonquota 
was that the nonquota countries needed to be cultivated for coffee drink- 
ing habits and as such concessional rates were allowed. This has been the 

' 

international practice. 

Exports 
3.27. The following table shows the position regarding export of coffee 

to quota countries against the annual quotas fixed by the International 
Coffee Orgmjsation and exports to nonquota countries during the previ- 
ous Coffee Years: 

Coffee Year Quota Actual Non-Quota Total 
Exports Countries 

(In tonnes) 
1962-63 . . . . . . 21,384 21,369 3,602 25,071 
1963-64 .  . . . . . 22,431 4,128 7.995 32,123 
1964-65 .  . . . . . 1S,808 18,166 9,392 27,558 
1 9 6 5 - 6 6 .  . . . . . 31.871 15,739 7,910 23.649 
1966-67 . . . . . . 23,788 23,202 11,541 3t.743 
1967-68 . . . . . . 22,355 22,271 13,084 35.35< 
1 9 6 8 - 6 9 .  . . . . . 21,192 19,893 14,931 34,821 
1969-70 .  . . . . . 23,447 14,650 8,687 23,337 
1970-71 .  . . . . . 21,803 21,803 16,364 38,167 
1971-72 . . . . . . 23,012 *,OX2 16,092 40,104 
1972-73 . . . . . . 46,649. 16,786. 8,853t 25,639t - 
(* Stamps obtained) (?Upto end of April 1973) 
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3.28. The Committee desired to know the reasons for shortfall in ex- 
ports during 1965-66 and 1969-70. In a written reply it has been stated: 
"During the coffee year 1965-66, sufficient coffee had been placed in tbe 
hands of the exporters to enable them to fulfil the quota of 21,821 tonnes. 
But a quantity of only 15,789 tonnes was exported to quota coun- 
tries by the end of the international coffee year i.e. 30th September, 1966. 
The shortfall was due to the non-availability of shipping" opportunities in 
Septembr, a substantial quantity remained unshipped at the end of Sep- 
tember 1966 resulting in a shortf;~ll in the ICA year 1965-66. 

The a1:oca~on of coffee ror export out of 1969-70 crop was 31,250 
tonnes. Upto 30th September, 1970, a quantity of 30,258 tonnes was 
released for exports both to quota and non-quota countries. The require- 
ments of nonquota countries upto 30th September, 1970 amounted t o  
13,077 tonnes and hence coffee available to quota countries as at the end 
of September, 1970 was 19,055 tonnes which included a quantity of 1,774 
tonnes available with exporters as at I st Octobcr, 1969. Thus, there was 
a shortfall of about 4,392 tonnes in the availability of coffee for exports 
to quota countries against cur quota of 23,447 tonnes due to short crop. 
The final quantity shipped to quota countries even out of the quantity placed 
in the hands of the exporters amounted only to 14,650 tonnes. The short- 
fall in shipping was due to the same reasons as in 1965-66, ie., due to lack 
of shipping opportunities. 

3.29. The Committee enquired how the Board ensured that the coffee 
sold in export auctions was in fact exported without any diversion to the 
internal markct. I n  a writtrn repl!, i t  was stated: "Coffcc intended for 
export is sold by the Hoard through separate auctions conducted by the 
Board from time 10 time in which exporters who have registered with the 
Board -are allowed to participate. Sales are subject to certain terms and 
conditions, one of the conditions being that the coffee purchased by the 
exporter shall be exported cutside India, and that it shall not undcr any 
circumstancl:~ be disposed of or otherwise released in India. After pur- 
chase of the coflee in auctions. the exporter has to sign a contract and 
produce evidence of shipment to the Board. All exports arc to be covered 
by a permit issued hy the Board under Section 20 of the Coffee . k t ,  and 
one of the documents to be produced as evidence of shipment is the EX- 
pert Permit granted by the B(md with the Custom's endorsement certify- 
ing the shipment cf the cof;zc. Along with the permit certified by the Cus- 
t o m ~ .  the exporter has also to produce copies of the Bills of Lading as 
evidence of shipment. The quantities purchased by the exporters are check- 
ed with the quantities for which evidence of shipment is furnished by the 
exporters, in erder to ensure that the entire quantity purchased has actu- 
aliy been exported. Resides, coffee being an excisable commodity, removals 
of coffee from the bonded warehouses for export arc controlled by the 



excise authorities, and the bonds executed by the exporters with the Ex- 
cise Department are cancelled only after evidence of shipment is produc- 
ed by them to the excise authorities also. Thus, a dual control is exercised 
over the export coffee, and both the Board and the Excise Department en- 
sure that the coffee is not diverted to the internal market." 

3.30. The Comrnittce pointed out that India was producing 2 per cent 
of the total world production of coffee but the share of exports came to 
only 1 per cent. The Secretary, Foreign Trade, stated: "We are among those 
very few countries which have a very high proportion of home consump 
tion. Most of the count~ies of the world which produce coffee do not 
have s large ~opulation or large consumption. They throw up 80 or 90 or 
95 per cent of what they produce in the world market. India, Tndmesia 
and one mor- country are the three countries which have this proportion 
of fif~y-fifty. If we decide to have less for home consumption, we could also 
sell more. 

Marketing Research in Foreign Countries 

3.31. The Committee desired to know whether any research had been 
made about the consumers' requirements. The Chairman of the Board 
stated: "We have taken up through the Indian Institute of Foreign Trade. 
This was done two months back." The witness added: "We have taken 
the advice given by you and we will initiate the matter. So far as internal 
consumption is concerned, we have set up a committee which has gone 
around the country." 

3.32. Asked why the Board had never attempted to ascertain what the 
consumer wants to drink, the Chairman of the Board replied: "We have 
the basic literature with us published by the International Coffee Organi- 
sation as well as the FAO. What we are trying to do is to get mora 
authentic and latest figures through the international organisations." 

3.33. Asked if the Board had any data of retail p r ix  of coffee abroad, 
sv~tcmatically collected from month to month for different 
markets. Thc Chairman replied: "We get it through the international 
or,oanisation." 

3.34. i n  a written reply, it has been stated: "Information about 
n ~ o n t h l ~  rcrail prices of coffee is being systematically collected in respect 
of USA. the major importing country in the world from the publication 
"Complete Coffee Coverage" issued by M/s. George Gordon Paton & Co. 
which is being reccived by the Board ~egularly. 

The India Government Representatives in some of the principal 
importing countries have also been requested to furnish replarly every 



, *. ...I mdth' &e r e d  p r i k  # od& pmvailipe iq & m ~ ~ s  q b .  
InPDhtion is b a q  regularly &nd frp& q e  Embassy 04 India in Buna 
(Mh:e.rlaad). ' h e  Board is making efforts to get simila information 
from other coun&ies. 

3.35. Asked whether the Board had at any time attempted to do final 
marketing abroad. The Chairman of the Board replied: "We have done 
it in the export market in the year 1971-72. We sold about 9,000 tons 
directly to the Soviet m i o n  and about 1,000 tons to Poland." 

3.36. Pointing out that the pattern of trading with the socialist countries 
was different from the pattern of marketing in non-socialist countries. The 
Committee asked if the Board had ventured to do some trading with the 
non-socialist countries. The witness replied: "Not till recently. We 
have just now started with the cessation of the quota system." 

3.37. The Committee asked about the attempts made to enter the 
Middle East and Far East markets. The Chairman of the Board 
stated: "The Middle East countries are frowned upon by 
everybody because they do a lot of switch trade and they would spoil our 
markets in the traditional areas of Western Europe and other countries. 
So far, we have not therefore thought of selling coffee to these areas. The 
other big market was Japan which consumes of the order of 80,000 
tonnes a year now according to our statistics. We tried our best to penetrate 
that market. But they have a carten with Brazil and Columbia by which 
they get co&e at nearly less than half the international price. Therefore, 
it was impossible to e n t a  into trade with Japan. We tried every method 
of penetrating into that market but we have failed in our endeavours. 
So far as Thailand is concerned they partly grow coffee in the southern 
districts and partly they get it from Indonesia. They are very poor coffee 
drinkers and they get a low quality of Robusta coffee from Indonesia. 
So, we have not really been able to penetrate the eastern theatre:' 

3.38. The Committee asked how the quality of Indian coffee compared 
with the quality of coffee produced in other countries such as Brazil, 
Costa Rica. The Chairman of the Board stated during evidence: 
"Actually, the world coffee producticn h:tq been classificd into four. The 
first is the colombian milds which are supposed to be the highest quality 
and which are uniformly so. That is the very important factor that the 
bulk of the produce must be of uniform quality. We come under the 
second group cal!ed the other milds. Our covntry and Gavtamala and others 
come under the group of other milds. The third is the washed and 
unwashed Arabicas of Brazil, and finally we have the Robustas of Africa 
and Indonesia. These are the four groups. So far as the groups of dher  
mil& are concemcd, we are almost at the top. Our quality is as good a5 



that of G.nUmala or any o th r  cou In ( y @ p  r ~ p w .  tbat we as PltmWon A or'$ar&n'i we? as pod as itr Cdombim 
d d s .  But unfortunately, ' &'% bdi '&orml J 'pod q d  thefef0~e we 
m o t  get ourselves classifieii undeiS'fbG blir$:i+ap"&ds pod therefore 
we are in the other milds  up'‘^ & 'a& &%e happy to be in the other 
milds, because we are attracting the prices that the otber mil& offer in 
the international market." 

3.39. The Committee asked if there had been improvement in the 
quality of Coffee produced. The Chairknan of the Board'stated: "we have 
bpen constantly w a k b g  quality of Indian €offee through our expo"tters 
and also through those who import in other countries, bur Coffee go ?s 
blends into larger bulks and has always been recognised f& tietta qdality. 

3.40. Asked if it had been reflected through opinion or price. The 
witness replied: "Mostly from the opinion from the international 
consuming centres. They say that our qualip bf the bean has improved 
cokiderably and they are using it in inwasing manner in the blend." 
As regards the price, the witness stated, "Foi the last 3 years it has been 
reflected." He added that in the international market, we are actually 
realising higher prices. 

3.41. The Committee note tbat export 6£ cofEee increased frpm 25,071 
6mes L 1982-63 to 40,104 tomes fn 1971-72, ' AcrordBng to the "llptw- 
.Itional Coffee A@xmemt wMcb expired on 1st O&ber; 'lM3 a gd6ta 
mv us& to be fixed for export by lhe member country ea& year,"'fthe 
qPota for India beiig 25,380 tomes. 'h increase in the &porf hr & 
ncent years was du expun?s to noequota c o d d e b  
under bilateral agreeroents e are of the view that tbe 
Mernational Coffee ... --a . -  --, ,. , ,. 

to exports, exports to qm were 
t . %ted to the quota fixed for each 'ear. With the expiry of fhe a p e -  
m i 9 7 3 ,  the runtry is free 6 iw 
exports to erstwhile quota cormtr ies~ides  non-quota countries. In 
world market, Indian coffee which is graded as "other d d s "  is in 
only next to 'Colombian mihls'. In the group of 'other milds', 
C d e e  is on the top. In view of high quality of Indian Coffee, it 
not be difficult to increase exports to the eaisClllg buyers end 

*ation. // markets. The Coffee Board shonld address themselves 

3.42. ~ r o ' k ~  the figures furnished to them. the Committee find that tbe 
.annual averaqe of prlces of coffee obtained in export auctlom in .early 
sixties were less than annual average prices secured in internal auctions 
(cxfludinp: of taxes), althorn the quaUtp of coffee offered for expo* is 
of top quality. However, in dte recent years h e  trend hp that bier 

A 



h a d  has some aarrebinery to keep themselves abreast qf the prices f. 

/ / 3.43. The present systan of e m  coffee through private bd. 
m fraught with menipulati(~8 by exporters by interlocking capital with 
marketing and Mending dlrms abmxk In case of exports to East Euro- 

counMes the Coffee Board have from 1972 made certain sales direct- 
ly and going Ulrougb State Trading Corporation. The Committee strongly 
reawnmend that the Board should canelise the entire exports through the 
Colfee Board instead of private channels. ibides'they should also 
explore the possibilities of opening coffee depots for retail sale abroad. 
For propaganda purpose they shoold combine their efforts with that of 
Tea Board. L Internal Marketing 

3.44. The Committee enquired about the justification for change of 
policy of sale of coffee to depots of the Propaganda Department and 
Cooperative Societies at a minimum release price. The Chairman of the 
Board stated: "This was decided by the Marketing Committee and the 
Board in 1966. Now they are taking the last three months average and 
giving 23 per cent discount". The witness admitted "There is no doubt 
that under the revised prows a lot of business that was normally done 
through Cooperatives will go to the private sector". 

3.45. In a written reply, it was stated that the internal marketing of 
coffee in India prior to 1967 was on tbe basis of a 4-tier system under 
which, out of the total quantities earmakred for the internal market for 
each year, 15 per cent was set apart for Co-operative Societies and 10 
per cent to the P q m g a d a  Department of the Board for sales through 
the various Units of the .Department, subject to the condition that tk 
quantities not lifted by these chamek of distribution be ploughed back 
to the general auctions. About 15 per cent was also set aside for sale 
In retail auctions in cmsuming centres intended for tetailers/roastersl 
hoteliers, and the balance quantity was put up for sales through the pool 
sales to wholesalers. 

In the Pool Sales in which dealers who had registered with the Board 
were allowed to participate, the coffee was sold to the highest bidders. 



Coffee sold in Pool Sales was mostly ex-Curing Works. In the case of 
retail auctions, Coffee was made available to the retailers and rosters who 
were also registered with the Board as Local Sales Dealers ex-various 
Pool Sales Depots functioning in important consuming Centres in the 
States of Mysore, Madras, Andhra Pradesh and Kerala. Coffee was 
being transported to these Depots from Curing Works and the reserve 
prices taken for purpose of declaration of coffee to the retailers and 
roasters in these local auctions were inclusive of the incidental, charges 
towards transportation, storage etc. 

The allotments to the Propaganda Deputment for distribution to the 
consumers through India Coffee Depots and India Coffee Houses as well 
as  allotments to the Co-operative Societies for distribution through their 
premaries were made at the minimum release prices. The prices at which 
the Co-operative Societies in turn sold coffee to the consumers were 
regulated by the Board by adding handling expenses, and a margin of 
profit which was found necessary for them, while in the case of India 
Coffee Depots of Propaganda Department the sale prices to the consumers 
were fixed by adding to the minimum release prices the actual expenses 
incurred by them in running the various Depots. 

Under this system of marketing of coffee in the internal market there 
used to be 4 different levels of prices for the same varieties of coffee in 
the market. The prices at which the coffee was sold to the consumers by 
the Pool Sale Dealers were naturally higher than the prices at which the 
coffee was sold by the Co-operative Societies and the India Coffee Depots 
of the Propaganda Department as the Pool Sale Dealers had to bid in 
the Pool Sales and secure their requirements at competitive rates, while 
the Co-operative Societies and Propaganda Department secured their 
requirements at minimum release prices. In the case of local auctions 
for retailers and roasters, even though the minimum release prices were 
higher than the minimum release prices for Pool Sales, the prices realised 
in the local auctions were found to be less than the prices realised in 
Pool Sales on account of limited competition in the local auctions, as the 
participants would be only 20 to 30 as against 150 to 200 in Pool Sales. 

The prevalence of different levels of prices to the consumers for the 
same c d e e  gave room for malpractices, apart from the fact that while 
the consumer continued to pay a high price for the coffee, the grower was 
denied the benefit on account of the intermediaries helping themselves 
t o  the profits. 

The Board gave careful thought to this problem and dccided on a new 
system of marketing of coffee which would ensure more or less uniform 



Under the new system of marketing, aU the 4 chansJs of 
of oo&c continued to exist but the m q e r  in iky seourad tLIir 
xequimcmts w a  changed. The Pool sale$ which w& dpsd~w $IUWJ& 
'closed tender' were changed over to 'ope? auction' in ww tbe pe;jicb 
pants could bid openly and secure their reyemesfts. ' p p  Jr841PO to 
'open auction' was designed to bring the dole of the bid- ac$&ity 
into the open, thereby enabling the coffee to realist the price it deserved. 
The Open Auctions were centralised in Bangalore for some montbp and 
thrsaafter decentralised with one auction each per month in Bangolqre, 
Coimbatore and Vijayawada respectively. The local auctions yw were 
conducted for retailers and roasters, were abolished, but the ldcal H e  
dealers were allotted coffee based thzu average offtake during tip 
previous two years at the average prices secured in Pool Open @%ions 
plus the usual incidental charges incurred by the ~ o & d  for trmportcltion 
of coffee to the Pool Sales Depots etc. This prevepted their diver$@ 
the coffee back to the wholesalers and ensured supply to the consumers 
at reasonable prices. 

The Co-operative Societies and tbe propaganda qpartment were given 
allotments of coffee at the average prices secured in Pool Open Auctions 
m the preceding month 19s a b u n t  of 24 per cent, instead of at tbe 
m@iimum release prices as was being dope prior to October, 1967. The 
object of giving 24 per cent discount over the average prices secured in 
pod Open Auctions was to enable tbese specified agencies of distribution 
to coffee to sell the coffee to the public at a little lower leved of prices 
though not considerably lower as in the past. As a result of the new 
system of marketing of coffee for Etirnd consumption, the consumers 
were able to secure their requirements at more or less uniform prices 
from all the 4 agencies of supply. The allocation to the Propaganda 
Department and Co-operative Societies, continued to be at the rate of 10 
per cent and 15 per cent of the releases in the internal market, subject 
to the condition that the quantity not-lifted by these channels of distribu- 
tion be ploughed back to the auctions. 

The scope for participation in Pool Open Auction was widened io 
order to accommqdate even small retailers and roasters and some of the 
k p e r a t i v e  Societies who opted to secure their requirements of coffee 
through open auctions, by relaxing the stipulation for heavy bank guaran- 
tee and deposits and by allowing small lots of coffee of even 500 kilos 
to be exposed in the open auctions. While big wholesalers could buy 
ttaeir requirements from the bigger lots of 3 to 5 tomes, the small rew- 



er and d m  could obtain their requirements through pudu~ing 
small I*. 

As in the case of Pool Sales through closed tender prior to October, 
1967, coffee was deciared in the Pool Opcn Auctions based on reserve 
prices to the highest bidders. The reserve prices themselves were fixed 
based on the wst af production plus Central Excise Duty and the Board's 
expenses for marketing of coffee. These were revised from time to time 
af and when the cost of production was revised or as and when the rate 
of Central Excise Duty was enhanced by the Government of India. 

3.46. The following were the quantities of coffee released in the inter- 
nal market through various channels during the last 10 years (Calender 
years) i.e. 5 years before the introduction of the new system. of releases 
and 5 years after. 

S1. Channel of Release 1963 1964 1965 1966 1967 
No. 

I Pool Auctions . . 74 9;  73% 70% 710.; 76 % 
25064 25674 25665 25288 27653 

2 Propaganda Department 8% 8 4: 9% 10% 8% 
2682 2867 3244 3369 2983 

3 C+operativc Societies . 5 4: 6 76 7% 8 %  10% 
1565 2075 2721 3067 3558 

4 Local Sale Dealers . 13% 13";, 14"; 11% G?', 
4323 4584 5220 3750 2289 

Pool Auctions . . 84% 89% 88% 89% 90% 
30181 34903 29581 33955 33743 

Propaganda Department 6% 5% 6% 6% 6% 
2125 1848 1971 2134 2085 

Cooprative Sccieties . 6% 4% 2% 2 % 1% 
2150 I352 617 770 62q 

Local Sales Dealers . 4% 2% 4% 3% 3% 
I 366 949 1413 1045 1000 



Althwgh the off-take by the Co-operative Societies from out ,of direct 
allotments has come down, it may be stated that four important Co-op 
d v e  Societies who used to take direct albznents from the Board arc now 
participating in the Pool Audo118 and purchnsing their requirements. 
Two of them are: Thc Mymre State Federation of Consumers' C-ra- 
tive Wh01er;llt Stores Ltd., Baagalore and the Triplicane Urban k p e -  
rative Society Ltd., Madras. 

3.47. The Committee were informed that at the 160th meeting of 
the Marketing Committee which met on 18th October, 1973, while review- 
ing the internal marketing operations, considered the poor off-take of 
coffee from the Propaganda Depots and decided that so far as quantities 
of coffee seeds required by the Department for sale in powder form was 
concerned, they may be allotted to the Propaganda Department at mini- 
mum release price, based on the cost of production which shall be deter- 
mined from time to time. As a result of the implementation d this policy, 
the price of Robusta powder sold from the India Coffee Depots has been 
reduced,* from November, 1973 onwards. It  must also be mentioned 
here that the Marketing Committee had, at en earlier meeting, approved 
the sale of a Blend Powder (consisting of 2 parts of Plantation Triage 
and 1 part of Robusta Cherry AB) at a pegged price of Rs. 10 per kilo 
from all the Depots throughout India to help hold the price line. The 
scheme had been introduced earlier from July upto December,, 1973. 
The Marketing Committee which met on 18th October, 1973 decided 
to extend the sale of this Blend Powder from the Propaganda Depots at 
the peg& price of Rs. 10 per kilo upto December, 1974. The Market- 
ing Committee further proposes to review the question of allotments of 
raw coffee seeds to the mopaganda Department at the minimum release 
price, at its next meeting. 

3.48. In a note submitted to the Committee the, returns during 
different years in respect of Plantation Coffee w&e shown as follows:- 

Coct of Plantation A Find Plantation 
Crop of season production Rs. pcr return to A Rs. per 

Rs. per point 50 kg. mowers 50 kg. 
Rs. per point 

.The previous price of Robunta Powder was Rs. 9.60 per kilo in South India and Rs. 
9.70 per kilo in North India. The oresent price of Robusta Powder IS Re. 9-40 per 
kilo in South India and RI. 9-60 per kilo in North India. 



3-49. wkaing the reaeo~lg bor lower return for the aop of 1970-71, 
i t  was stated in the noto tfra the receipts into the Pool af 1969-70 w& 
odly 63,108 tomes, and the reIeases in the internal market daring I970 
had to limited to 33,582 tomes which caused a sharp rise rise in prices 
(~"5' the crop of each season is markeied in the following calendar 
Year: as for instance, a major portion of the 1969-70 crop is sole both 
for export and internal markets in the calendar gear 1970; similarly, 
the crop of 1970-71 is soid-in the calendar year 1971, etc.). In the export 
market also, the realisations in 1970 were far better than in 1971. Con- 
sequently, the average price realised for the crop of 1969-70 was higher 
than the realisatioa in respect of 1970.71. Ins'pite of these, low realisa- 
tions in respect of 1970-71 season, the final return to the grower amouted 
to Rs. 3.13 per point as compared to the cost of production of Rs. 3.10 
per point. In framing the marketing policy, the Board takes care to 
ensure thal  the final return to the grower is not less than the estimated 
cost of production. In the cost of production itseLf, there is a built in 
profit of 121 per cent. 

3.50. The Committee pointed out that under Section 16 of #the Coffee 
'Board Act "The Central Government may by notification ifi the official 
'Gazette. fix the price or prices at which coffee may be sold wholesale or 
retail in the Indian market." The Committee asked why no action was 
taken by the Board to the maximum retail prices fixed by Government to 
avoid exploitation of the consumer by middlemen, the Secretary, Foreign 
Trade stated: "I think that point is certainly valid. If there is as signifi- 
cant gap between what the consumers have to pay and what the growers 
have received, that gap h a  got to be always watohed and analysed and, 
if it is substantial, of course, various enabliag powers must be utilized." 
The Chairman of the Board stated: "in passing may I also indicate that 
in the last several months of this year the bices have, been so regulated 
.that we have not allowed the internal prices to go up in spite of the 
Tact that the international prices are rulig today about 20 to 30 per cent 
higher than the internal mark& price." 

3.51. In a written reply furnished subsequeotly, ' i t  was stated that 
.the average auction price, consumer wholesale price and consumer retail 
.price in respect of the crdp' for 1969-70 and 1970-71 were as follows:- 

Av- Average A- 
Crop of Season auction wholesale consums pria consumer 

price prla 



It bas bean stated that the difEer00ce betweca the average auctioai 
price during the 6 r d  year 1970-71 and the consumer price was not very 
much, considering the duties and other elcmcnts that g 6  into tho 

price structure, as could be seen from the ,following table:- 

I. Average auction price for Plant. As in 1970-71 (inclusive 
of Central Excise Duty and Pool e~pen809) . . . 

(a) Central Excise Duty (in 1970-71) . . . . 51.00 

(b) Pool expenses (inclusive of Cess of Rs. 2.50 per 50 kg.) 20- 00 

71-00 

3. Net auction price available to the growers . . , . 

4. Charges to be added to the net auction price to arrive at per 50 b- 
retail price : 

(i) Central Excise Duty . . . . . . Rs. 51 oo 
(ii) Pool Expenses . . , . . . . Rs. 20' oo 

( 5 )  Sales Tax @ 6% as on approximate Cost of Rs. 4001- 
(inclusive of Central Excise Duty and Pool expenses) Rs. 24.00 

(iv) Surcharge on Sales Tax . . . . . Re. 0.48 

(E') Multiple taxon stocks purchased by dealers in one State 
from Warehouses in another State (at 3% on average 
auction price of Rs. 400,'-) . . . R s .  12.00 

(vi) FOR Charges . . . . . . . Rs. 5. 00 

(aii) Average freight . . . . . . . Rs. 5.00 

( W  Profit to WholesaledcaIcrs . . . . . Rs. 6-00 

(k) Profit to retailers . . . . . . . R8. 10.00 

Rs. 133.48 133.48. -- 
per 50 kg. Rs. 462- 48 

-. 
or 

5. Aver* consumer retail p r ia  during 1970-71 . . . 477.00 

The same position would be true of 1971-72 prices also. 

As the entire auction price (exclusive d Central Excise Duty an& 
Pool expenses) goes back to the gowers, a comparison b made betweam 
the auction price and the ultimate retail Nice. 



3.52. As regards the qucstim why the h a r d  did not recommend to 
to fix r&d prices udder Section 16 of the Coffee Act it has 

been stated that the availability fur the internal market out of the 1969-70 
season's aop was much less than the normal market requirements and 
there was a shortage of coffee. It was due to this, that the prices went 
up during that year. ~ i r s t l ~ ,  if the statutory control on the retail prices 
%ad to be fixed, it would have been necessary to fix the wholesale prices 
also, and auctions wlhh fixed wholesale prices would not have been possi- 
bIe. The entire marketing system also would have had to be changed for 
a short period as the next year'$ crop was expected to be bumper and 
&he prices in the normal course would come down from January. More- 
over, even if statutory Wce control was introduced under Section 16(1) 
it would not have improved the market conditions very much because 08 
the shortage of coffee, and possible irregularities that might have occurred 
.in the market, like black marketing etc. Instead of taking this drastic 
step, the Board s t a ~ e d  selling coffee powder at fixed prices through its 
own depots. 

3.53. The Committee drew attention to section 26 of the Coffee Act 
which lays down: "The Board shall take all practical measures to 
market the coffee included in the sufplus pool and all sales thereof shall 
%e conducted by or through the Board. The Board may purchase for 
inclusion in the surplus pool coffee not meant for inclusion." The Com- 
mittee asked whether the Board has exercised its authority fully, the 
Chairman of the Board stated, "we find that the traditional trade channels 
have been discharging their duties properly. Therefore, we did not feel 
the need to enter this field till now." 

3.54. Asked whose interest were protected by the Board, the 
'Chairman of the Board replied "All the interests, 1 presume, the plan- 
ters on the one side and the consumers on the other". The Secretary, 
Foreign Trade stated: "I would submit that he has to implement the 
provisions of the Coffee Act, which was 'passed by Parliament. If the 
Act passed-by Parliament gives a certain role to the grower he should take 
that into account." On beiig poinied out that '"1s Act was 30 years 
ald, the witness replied". "It has not been repealed yet". He ageed 
that "Even when a legislation is framed, we have to see that the interests 
of consumers do not suffer." 

355. The Committee note that under tbe system ObtPiainp: prior to 
1967, out of the total quality of c d e e  -Led for the b t e d  c o ~ s u m p  
-tion, 15 per cent was set apart for cooperative societies and 10 per eent for 
the Indian Cobiee Depots ef the Prop@& Department of the Board. Tbcj 

were made at the the reki?Se prices. The pice at wbkh 
the coopcnthre societieo in turn d d  d e e  to CO- wue 
bytk~wdbyoddigshand3i.g e x p e m s n a d a ~ o f p m & L  Lound 





CHAPTER IV 

4.1. Coffee extracts go under the trade name of Soluble Coffee or 
Instant Coffee. Production of instant d e e  on a commercial basis in India 
has been of a recent migin. A decade ago there was only a smaIl instant 
coffee plant in C'oirnbatore with an installed capacity of about 5 0  to 60 
ton- per year. Since then, three more plants were established to meet 
the growing demand for the product. The present total installed capacity 
of the plants is &out 2,000 tonnes per annum. 

MIS. Food Specialities have set up their plant at Mop in Punjab in 
1963. Production started on a commercial scale in 1964. The installed 
capacity of the plant is 950 to 1,000 tonnes per year. 

M/s. Brooke Pond have established two plants, one in Andhra Pradesln 
at Ghatkcsat and the other in Mysore State at White Field. The Ghatkesar. 
factory was set up in 1966 and started production sometime in 1967. The 
factory at White Ficld was set up during 1970-72 and production on a corn- 
mercial basis was commenced in 1972. The total installed capacity of the 
twc plants is 936 tcnnes per m u m .  

Mfs. United Coffee Supply Co., Ltd., have their plant in Coimbatore. 
This has an inslalled capacity of 50-55 tonnes per annum. a, 

4.2. The total iostalled capacity of the Plants are as under:- 

M/s. Food Specialities . . . . . . . 950 to rooo tonncs 
M/s. Brook: Bond (2 plants) . . . . . . 936 tomes 
M/s. United Coffee supplies . . . . . . . 55 tonnes 

The production of instant coffee in recent years is on the increase. In 
fact, production in 1972 has registered a 35.6 per cent increase over W 
produdion in 1970, when the production was 13,61,413 kilos. 



The following figures show the total quantity of instant coffee produced 
by all the three manufacturers during the last three years:- 

(All in Kg.) - - 
Production 

Total 
Production Food Brooke United 

Speciali- Bond India Coffce 
ties Ltd. Ltd. Supply 

Co. Ltd. 

Regarding the low utilisation of the plant of M/s. United Coffee Supply 
Co., the Committee were informed that according to the manufacturers, the 
utilisation of the csyacity depended on the extent of the orders received. 

The Wteficld plant of M/s. Brooke Bonds was commissioned for 
active production from September 1972. According to information nvail- 
able, tbc plsnt was primarily designed for producing pure instant 'Bon' 
coffee for export. During September 1972 to June 1973, they produced 
about 400 tobnes in this plant against specific export orders. During the 
period July 1973, it is reported that the plank was almost idle except for 
production of a small quantity of 18 tomes because the Company did not 
get exprt orders. It is now understood that instead of keeping it idle 
continuously, the Company is seriously thinking 6f producing some "Bru" 
Instant Coffee (a blend of coffee/chicory) for the domestic market. 

4.3. The following are the quantities of soluble coffee sold internally 
according to the information furnished by the manufacturers during the 
last thee years. 

(Qty. in L8.1 

Total Qty. SOLD BY 
Year sold for 

i n t d  Fopd Brooke United 
consump- Speclnli- Bond Coffee 

tion ties Ltd. India Ltd. Supply 
Co., Ltd. - 
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Th6 followfng as!m the quantity of instant coffee sold for export during 

the last three calendar years:- 

- 
Sold for exports 

Bulk of our export of soluble co&e was to USSR and Yugoslavia. 
Of late, there have been exports to Middle East Countries also. 

4.5. The following are the destination wise exports of soluble coffee 
accarding to the information furnished by manufacturers:- 

- I970 1971 - 1972 
Quantity Value Quantity Value Quanity Value 

(Quantity in Kilos and Value in Rupees) 

Yugoslavia . . 7,200 292,500 1,200 45,000 1,860 71,750 

Malaysia . . 48 1,611 . . . . . . 
USSR . 225,009 8123,872 350,083 12,404,864 297,729 94,96,250 

Nepal . . .  220 1 1 - 4 0  6,470 403,749 424 22,444 

D u b p i . .  . . . . . .  14 585 . . . . 
Doha . - .  . . . . I20 4,491 . . . . 
Jeddho. . .  , . . . . . . . moo 43344 

Persian Gulf . . . . . . . . . . 820 13,329 

Bangkok . . . . . . . . . . 200 59489 

Brunei. . .  . . . . . . . . 140 4,463 

(Source : Quarterly returns from manufacturers). 

According to the latest infarmation furnished by the manufacturers 
the internal prices of instant coffee range between Rs. 50 to 67 per kg. 
depend@ upon the pack size. The higher price is in respect of small 
padrmgk 



4.10. The Commit- enquired about the present position regarding 
the ,proposal for setting up an instant coffae plant in the joint sector. In a 
written reply submitted to the Committee, it was stated that "the question 
of setting up of Instant W e e  Plant in the joint sector arose during dis- 
cu&ions which the Indian Coffee Markt  Survey Delegation to South East 
Asian countries had with the Chairman and Directors of the State Trading 
Corporation of India (Far-East) in Hong Kong towards the end of 
December 1971. The idea was to set up this plant as an export-oriented 
instant coffee plant which could produce instant coffee for use in Hong 
Kong as well as for re-export purposes. It was suggested during discus- 
sions that such a plant would have to be established in close collaboration 
with the trading concerns and Industrialists in Hong Kong. If the plant 
was to be set up in Hong Kong, it would have to be economical and 
possibly, some Indonesian and cheap Brazilian Coffees would also have 
to be used. If on the other hand, the plant had to produce instant coffee 
from Indian coffees, it had to be set up in' India in close collaboration 
with Hong Kong Trading concerns and some Indian entreprwuas. It 
was also suggested that a delegation of Hong Kong Induftrialists should 
visit India for negotiations on the proposed project. 

In pursuance of the above, a project report has been prepared. There 
are other questions like (a) foreign participation in the form of equity 
capital in foreign exchange, (b) economics of the proposal, (c) the 
marketability of the product, and (d) whether the Board itself should 
participate in the investment on this plant and the source from which the 
finances are to be found are to be considered. Some further details are 
to be waked out regarding this, and the matter is expected to be placed 
before the Government as early as possible." 

4.1 1. Asked hhy the Commerce Ministry had raot been consulted 
-for two years, the Chairman of the Board replied: "We are still m a 
prelirmnary stage." The Committee asked whether the Law Ministry had 
becn consulted as to whether the Board is competent to set up an instant 
coffee plant. The Chairman of the Board stated: "I am still working 
out the preliminaries." 

4.12. The Committee asked about the ex-factory price of instant 
coffee, the Chairman of the Board stated: "It is Rs. 53 a kilo." He 
added: "We have asked for cost study to be made in detail." The 
witness further stated that "1 kilo instant coffee required 3 kilos green 
coffee". As regards mixture of other material he stated: "Brooke Bond 
Bru has nearly 40 per cent chicory,* Referring to the international price, 
the witness stated: I have with me Annual Coffee Statistics of Pan 
American Bureau. United States has imported instant coffee from Brazil 
at 97 ccnta a lb. It  is about Rs. 16 a kilo. If we take our green COfEcb 



'Robusta' it is available at Rs. 5.50 a kilo. You need 3 kilos of green 
coffee to make 1 kilo of instant coffee. Green coffee price is much 
bigher." 

4.13. The Commerce Secretary stated: "Our export figure are 1.3 
million dollars. Our normal ratio with Brazil is 1:40. We have not done 
too cbadly, though we must make a leeway. It is just guess to make 
an instant coffee, all the beauty points are lost. Therefore, the mixture 
that we have to produce is perhaps more expensive than Brazil's lower 
grades of coffee. Their unit value is low and therefore, they can produce 
at a cheaper rate. It is only a guess." 

4.14. On being pointed out that the value of Brazillian coffee might- 
be less because of possible intei-locking of capital between the exporters 
in Brazil and importers ia America, the Commerce Secretary said: 
"About Latin America I woud not deny." To another question that the 
figures might also be cooked, the Commerce Secretary replied: "I do 
agree with you." 

In connection with examination of a case of purchase of soluble coffeei 
for the Defence Services referred to in paragraph 12(a) of the Report of 
the Coinptroller and Auditor General for 1971-72 on Defence Services, 
the Committee were info.med that the following quotations were received 
in 1969: 

I. MIS. Carnatic Coffee Co., Davanagere . - . . Rs. 34'05 
2. Mls. United Coffee Supply Company Ltd., Coimhatore . Rs. 37'00 

* 3  Mls. Nestles Prod.ucts, New Delhi. . . . . Rs. 34-95 

4.15. At the instance of the Committee, the Ministry of Commerce 
furnished the following information about the market prices af soluble 
coffee prevailing in 1969 and at present. 

Nsme of Manufacturer Price in4,ications in 1969 Current price indications (Quarter 
(Quarter ending Dec. 1969) endng June 1973) 

Mls. Food Specialities Ltd., 55-83 per h. 76.60 per kg. in 50 gms. tin. 
New Delhi. 

72' 50 per kg. in loo @IS. tin. 

64.17 per kg. in la, gnu. tin. 

*M/s. Nestles Products and Mls. Food Specialities Ltd., beloag to t h  s ~ m a  muv. 



MIL BlOOtC Bond Inda Li- 58.20 per kg. in 50 gms. 61.6 per kg. in 50 &is. Jq. 
hrited. tin. 

53-30 per k& in 200 g!ms 47. b to 53-15 per kg. i- wo gma. 
tin. Jar and Pouoh. 

48.88 per kg. in 500 gms. tin. 

10.65 per zoo gins. tin 11-80 per zco gms. tin. 

(k. 53-25 to Rs. 37-00 (Rs. 59-00 to Rs. 641- per kg.) 
Per kg.) 

According to one of the Manufacturers, namely, M/s. Food Speciali- 
ties Ltd., New Delhi, the Ex-Factory price was R a  38'1- per kg. in 1969 
based on the export price of raw coffee. The same firm has indicated 
that the current Ex-Factory price in 1973 is Rs. 53 per kg. No Cost 
Study bas been made into the manufacturing costs. The Government 
have been requested to institute a Cost Study and this is being instituted. 

4.16. At present 4 plants in the corntry are producing instant coffee 
BPvhtg aa in~tplled capacity of about 2,000 tomes. It is regretted that 
aiaost all tbe fmu plants are controlled by Foreign Monopolists. And 
the C&ee Board kas been unconmed about this. The actual production 
of ins5..t coffee bad maeased from l361 tonnes in 1970 to 1817 tomes 
in 1972. The quantity sold for internal eonsmnption had increased from 
1021 tantn?s ia 1970 to 1307 t o m s  in 1972, but that sold for exports had 
only laawed from 232 &ones to 382 tomes, in spite of the incen- 
Ihm $ven by Govenunent. Tbe bulk of the exports have been made to 
USSR d Y m v i a .  The general feeling of the mpaufacturem is UIst 

er.b&ory price of Iadim hastant coffee is hi& and that it is outpriced 
Iiy Brdimn Emt Afri- aud otber coffees which sth at considembty 
e b q a  rder. Tbe es-fnctorg pmke d the instant co%ce is stated to be 
Rs. 53 per kg, baaed oa the export price of raw see. The Committee 
~ 8 . d i t d , i l R ~ t o . c a p t n l i s .  Io1%9mconnecti~witllsmpply 
of sobble d e e  for the defence rquhmmb Mjs Nestless Products (am 

eolrern of M/s Food Spe&Wes) had quoted price of Rs. 34.95 
per @ ~ccom to the MBtiehg of Corn-, tbe same fimi M Mi- 
rated a price of Re. 55.83 per kg. for the quarter ended December 1969 

Q- price was Rs. 38 per kg. in 1969 based on the Enpolj 
pricc&rmc&ee.  T h e ~ f L e t C f O l ( t P C l s C s L O w t h e ~ ~ 0 P l d  
qw(e Rs. 34.95 per kg. in fkir aadcr. The C d  lbpt 8 c d  



adgrbof1LeproductionawtoftbefPcto~sbouldbemadeeulywitlr 
a rbrr to mgoldag interrrPd p d w .  The retail prim in Jme, 1973 &arpu 

to have been as high as Rs. 76.60 per kg. TBe CoBlmfttee do net appre- 
date unconcerned approach of tbe Board towarde the activities of the in* 
bst cadtee blustry dominated by famipm. 

4.17. The Committee repet that not much progrws haa been made la 
procedng the proposal for setting up an Inetsat coffee plant i. tbe joint 
leetw QarIng the last 2 years. Tbe Board has not even cared to conwH 
Miaistry of Commerce in this reg& This give en inpredou that the 
Bond wanted the busioess to remain in the lmnds of foreign companies. 
The Committee desire that the various issues arising out of the propod 
s h l d  be settled early. 'Ibe Committee are of the opinion t b d t a  instant 
d e e  industry has great potentiality for export and the Board shonld there- 
fore proceed ia the matter without invohing any private wtrrprkneur. l"be 
Committee would like to know the outcome of the propesaL 



5.1. The propaganda Department promotes through various measures 
the sale and conscmption of Indian Coffee within the country anB abroad. 
The Department radvertises Indian Coffee in foreign trade journals and 
participates in international fairs, besides national exhibitions. At theae 
fairs, tbe service of Indian coffee in the cup is arranged wherever feasible. 
Arrangements art made for the screening of films on Indian wffce, hoth 
abroad and intunally. 

The Board publishes s monthly journal entitled INDIAN COFFEE b 
provide information on all aspects of the Indian Cotlee industry. The jour- 
nal is sent to -rmportant cent~es abroad and has, besides an Endish edition, 
editions in Tamil, Malaydam and Kannada. 

The Deprtment runs 42 India Coffee Depots for making available raw 
coffee seeds and coffee powder to the general public at fixed prices. The 
Board also runs 9 India Coffee Houses in Srinagar, Delhi, Calcutta, Patna 
and Bangalore, besides 3 Coffee Vans, to spread the coffee habit. 

Publicity for Indian coffee is also done through hoardings, neon signs, 
posters, pamphlets, articles in the press, special advertising campaigns, radio 
broadcasts and coffee browingdemonstrations. 

Programme for Coffee Promotion during Fifth Plan 

5.2. Coffee production during 1970-71 reached an all time record of 
1,10,000 tonnes. In 1971-72 though the crop harvested was only 69,000 
tomes, a carryover of 27,000 tonnes increased the size of the crop to be 
marketed during the year to 96,000 tomes. Again the 1972-73 crop is 
of the order d nearly 90,000 tomes. According to current projections, 
coffee production is expected to stabilise around 1,20,000 tonnes by 
1980-8 1, due not only to intensive cultivation but also due to extension of 
the area under cultivation. 

In the coming pears, the Board will ba faced with the problems of 
marketing of over a lakh tomes of coffee every year. According to the 
Board if this problem is not tackled on a note of extreme urgency, ths 
economy of tbe coffee industry is likely to be seriously affected and the 
prim are bound to damp like the way it happened during the days of tbe 



IodiPn Co- Cess Colamittee of 1435. m e  lean crops of yester years 
posed no problem of marketfng and therefore skeletal programme for 

.promoting wffae both internally and abroad were t h  sufficient. 'Today's 
situation, however, requires dynamic and sustained efforts in promoting 
coffee in an intensive manner within the couhtry besides stepping up the 
external publicity ca~npaigns. Promotional measures take ,considerable 
time to yield results and therefore there is urgency for immediate organisa- 
tion of the prom~tional programmes which will have the required impact 
and will step up the internal promotion at least at the rate of a 2 per cent 
increase during the first three years beginning 1973-74 and 1-112 per cent 
at least during the remaining two years. If internal consumptioo increases 
at the rate of 2 per cent for three years from 1973-74, and 1-1/2 per cent 
for the remaining thcee years, the overall increase in consumptian would 
bc at least 45,000 tonnes as compared to the current 38,000 tonnes, at 
which the internal consumption has become static. To achieve such an in- 
crease, a plan kas been drawn up by the Board envisaging several schemes 
like starting newer Coffee Houses, enlarging the chain of India Coffee 
Depots and introducing more Mobile Coffee Vans to take coflee to h e  rural 
milieu, publication of special pamphlets, organisation of coffee brewing 
demonstrations, production of films on coffee brewing, special advertising: 
and publicity campaigns, and creating a taste for coffee amongst industrial 
workers. It is proposed to get the finances required for the enhanced scale 
of operation of promotional activities as proposed, for the next five years, 
through an increase in the Less, in regard to whicB tbe Government has 
been addressed. 

5.3. According to the Plan, it is proposed to increase the number of 
India Coffee Depots from 42 to 101, India Coffee Houses from 9 to 31 
and India Coffee Vans from 3 to 21 by the end of 1978-79. The estimated 
expenditure on n propaganda unit and internal publicity is proposed to be 
increased from 24.90 lakhs in 1973-74 to 86.55 lakhs in 1978-79 and e x  
ternal publicity from Rs. 4 lakhs to 9 lakhs. The Committee desired to 
know whether such a high level of expenditure on internal propaganda and 
publicity was necessary and whether the proposed provision for extemd 
publicity was sufficient for the objective of increasing exports. In a written 
reply furnished by the Ministry of Commerce, it has been stated: 

"When the promotional measures were envisaged the exports were 
regulated mainly through quotas fixed by the International 
Coffee Organisation and there was not much scope at that time 
for enlarging exports. Smce we coiiId fFnd a: readg market 

overseas to the extent allocated by the International Coffee 
Orpaisation, 'the export promotional measures wev not stmg- 
thened. This factor weighed with the Board, which had to 

&vise meam to akorb the huge crop io the internal market 
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and stabilise the econtiny of the industry. It L bos this s~aooa 
that such a h a  level of expenditure m internall propagaud& 
and publidty wu, considured essential. With the raccnt c h q  
in the functioning of the International Coffee Orgadsation, the 
Board has to formulate schemc8 intenrrifving eyrort prnmotlon 
also. Even when greater attention is paid to export promotion, 
Oovemment of India are convinced that intern1 promotional 
measures cannot be slackened, or the expenditure curtailed, in 
view of anticipated large crops of the future and the need to 
absorb burdensome surpluses." 

5.4. In another note, it has been stated that "In the past, limited quotas 
were allotted to India, under the International Coffea Agreement. Further, 
the Board had no difficulty of any type in fulfilling the quota allotted, ac- 
tually, from time to time the Chairman of the Board and the Lcader of 
the Indian Delegation to the International Coffee Council meetings, have 
stressed the need for increasing the quota. In view of this, no specialised 
research on quality requirements of consumers abroad was undertaken. 
However, applying for Market Development Funds, we are movhg the 
Indian Institute oi Foreign Trade concurrently, to undertake n6t only such 
a study, but also ascertain the soope for marketing processed wffee from 
India in important foreign markets." 

5.5. Asked about the pattern of propaganda in foreim countries, the 
Commerce Secretary stated during evidence, "We are not doing much by 
way of propaganda in foreign countries for two reasons. Whatever quota 
we have available to offer in the world of coffee, we have always been able 
to sell it. Secondly in the world of wffee, we are extremely small-just 
1 per cent. So we do not happen to be that big on the coffee front as we 
are on the tea front, But if we are able to increase our production subs- 
tantidly we have other methods of tackling the market like socialist coun- 
tries etc." 

5.6. To a suggestion that publicity of coffee could be cdmb'ied with 
tbat of tea particularly in London where there is a Tea Centre, the witness 
replied: "The question is that coffee does not need any propaganda abroad. 
I£ we were doing it in London separately for coffee, then this would have 
been a very germane point as to why we do not have two different floors 
in the same building. We have not felt the need abroad. Whatever coffee 
we can produce can be earmarked for exports". The witness added: "we 
have a total crop of 90,000 tonnes. We were taken a view that perhaps 50,000 
t o ~ e s  can be exported. There is also a question of price-line at home and 
the requirement at home. If we can spare 50,000 tonnes, I may say, we 
can sell it without any coffee centre abroad." 

5.7. The Committee desired €0 be furnished with a note on the workiog 
of Rule 33(5) of the Mct Rules 1955, and the arrangements m regard to 



&MWMfm of sale cd coffee in countries other than U.K. In a note fur- 
deslled to the Committee, it has been stated: "Rule 33 (5) of the CotEse Rules 
datcs. T'he High Commissioner for India may function as Agtnt d t& 
' h d  fa promotion of sale of coffee in the United Kingdom, and may be 
autborised by the Board to incur such expenditure as he deems fit subject 
to the budget provision for the purpose. He shall be supplied with funds 
'by the Secretary b) remittances from the General Fund Account. Before 
the close of each year he shall prepare budget estimates for the ensuing 
year thowing the opening balance, receipts, expenditure and closing bal- 
ance and send them to the Secretary for adoption by the Board and sub- 
mission to the Central Government for approval." This arrangemt has 
been workins satisfactorily. The following represents the amount Sanction- 
sd lo the High Commission for the last three years for coffee promotion: 

The High Commission has arranged for the Board to be a member of 
the Coffee Promotion Council and the Commonwealth Procedures Organ- 
hation to help in publicising Indian coffee in the U.K. 

At the High Commission's Canteen in the U.K. Indian Cofke b served 
and for this purposz coffee seeds are supplied from the Coffee Board. Also 
with the help of the High Commission, Indiad Coffee service. has bcen 
organised from time to time at meetings of the International Coffee Orga- 
nisation (ICO). 

The High Commiss~on of India has also been a link with the Coffee 
Board in maintaining liaison with the ICO, the meetings of which are at- 
tended by Chairman, Coffee Board, and repfesentatives of the Ministry of 
Commerce. 

In regard to other countries, there is no such arrangement. But, in 
collaboration with the Ministry of Commerce and the Indian Council of 
Trade Fairs and Exhibitions, the Board has been participating in important , 

Fairs and Exhibitions to bring Indian coffee to the attention to retailers 
*ad roasters there. Also, the Board release advertisements to project tfie 
image of Indian Coffee in Trade Magazines circulating in these countries." 

5.8. Tbe Committee note that the Cdee Board are running 42 India 
-Coffee Depots for retail sale of codtee seeds and powder, 9 Coffee Hourrea 
ad 3 C O h  V P ~ S  RS Pad of pr~pp&pnds for ~ C R P I I ~ ~  C- Od 

-eodtcc So tbs W market. Coedddq the projected increase fa pro- 
d.ctioa h the co- years, tbe Board propose to iatmsify tbe pmppdr 
.+forte for trQrsrl cbmompHon by incre~sbg (be wmber of codee aelpo* 
horn 42 to 101, COBW ~OOSON tnw 9 to 31 d c o l l ~  ~ E I  3 to 21. 
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Tk bdrl u p d k r e  on i n t d  publicity rls expected to bcreuse f!rqm 

24.98 Wa in 197A74 & Its. 8635 ldch im I9CI&7!J. '!I% b&& 
t c e r z e ~ ~ t w h U c t b o ~ o P r d ~ ~ t o s o m e s r t ~ 8 t f o , t b o , &  , 
b & ~ y d p p s g l l l l d a i n ~ ~ t e r n r t ~ ~ y 9 n t d p c i ~  
Bbe srrne atfatiaa to tke external publldy. Tbe expendimvc on &end 
publicity is projmsed to be increased h a  Rs. 4 lnltbs in 1973-74 to RE. 9 
J d m  only h 1978-79. The Committee appreCiete that in the pPst In viow 
d ,limited quota for ex- fixed by the Indcrnatioaal Coffee 0-atiom, 
*re w a  not much scope for external publicity. Witb the recent tenainr- 
tion of quota system, the Committee feel Ulat dhe sitoption req&s greater 
attention to external publicity than internal pullcity with a vierp to 
not only sastaining the present level of exports but icreasing them subs- 
tantially. The effort should be to su-y divert the mrplu8es of pro- 
duction expected in the future years to exports. With this end fa view, the 
Committee desire that the Board sbould carefully examine what export pro- 
motional measures to boost exports of both raw and processed coffee are 
necessary. In the opinion of the Committee, considering the high quality 
of Indian d e e ,  this task sbould not be Wcult. To begin with, proper 
marketing research in various coffee consuming countries may be under- 
taken. 

5.9. The Committee appreciate that the Board should step up its promo- 
tional measares for internal conslanption of coffee. But, in the opinion of 
the Committee, such a high level of eKpenditure as is envisaged for the pur- 
pose may not be necessary. The Committee are however in favow of in- 
creasing the number of India Coffee Depots/Houses adequately both h 
the traditional and non-traditional regions both for the pnrpose of propa- 
ganda and holding the price line. As regards the coffee houses, the Com- 
mittee have dealt with the question of losees suffered by the coffee houses, 
in the succeeding section. The C o d e e  are of the view that new units 
must be opened in big cities and tourists centres but these should be run on 
no profit and no loss basis as far as possible. To start with in all big cities 
witb a population of 1 lakb and above and W. towns, it should he done. 
The Coffee Board shoold have precedence over others in Cbe matter of 
opening coffee buffets at airports and importaml rafhvay s-/diw 
cars and Government Esta-nts/Public sector Undertelrhrgs as 
be necessary so as to ewmre that c d e e  fhat is served is of goad Wm 
and is reasonably priced. Such a step would also Serve to popdari* c* 
in the country. Further the purchases of cdfw d / p ~ w d e r  d w l d  be 
tbrough the coffee board. 

Audit P m  
I Uneconomical w o r m  of coffiee b a r n  

5.10, Review of the working of tde c o w  @uses (6 upto @67-68. ~4 g 
thereafter) 4isdpxl that t4py have been sustplqif)g lwsps Ykor * XeW- 



The tdal loss during the 5 year period ending 1968-69 was Rs. 14.96 
.&kp~, as BhOwrt below. 

Year 
Receipts 

(sale of 
Revenue liquid Lme* 
Expeqdi- coffoc & 

ture see&, 
snacks etc.) 

(in lakhs of rupees) 

12.80 10.93 1.87 

*Doen not take into account indirect charges like interest on capital and depreciation. 

While according sanction to opening of new coffee houses, Government 
of India had inter alia observed (December, 1967) that by reducing the 
overheads it should be possible for the Board to run the coflee houses on 
a "no-profit nn-loss" basis. In November, 1969 the Board stated that 
every effort is being made to effect economy and that the loss is only 
notional. 

Uneconomical working of these units was reported to Government of 
India in March, 1969 and orders are awaited (November, 1969). 

'(para 6 of Autiit Report on the Accounts for the year 1368-69). 

The India Coffee Houses and India Coffee Vans suffered losses during 
the years 1969-70 to 1971-72 as shown below:- 

(Losses in Rs.) 
.............. . 

1969-70 1970-71 1971-72 

------ 
. . . .  India Coffee Houses/Rwms/Buffets 2,63,237 4,00,919 7.13,431 



5.1 1, During evidmce, the Commercb h x e t q  utatad: ''Tbo a&bm 
houses are intended mainly fjar propagaada, maiotahbg ~ B t r u l & C t s  
concentrating on impact rather than on profits. CWfm hodnub my hdt 
make profits if you take into account all the ex-. But if we tdPs 
into account variable costs, they aro not m a k i i  loeees.'' 

5.12. Asked if the public had not become coffee minded, the witness 
replied: "In the North people are not yet sufEciently coffee minded.". 

5.13. In a note, the Coffee Bbard explained the following reasons for 
the losses: 

(i) E~ablishment: 
The establishment charges (that is, charges towards salaries and 

allowances etc.) of the staff are much higher than in tho 
private sector. In addition to the fixed scales of pay, the staff 
are rightly entitled to Dearness Allowance, Children's Educa- 
tional Allowance, City Compensatory Allowance, House Rent 
Allowance, Mediaal facilities. P.T.O. Concessions, Overtime 
Allowance, and Honorarium (when they work outside office 
hours) apart from the Bonus. Every year, the staff are also 

eligible for further revision in DA, H.R.A., C.C.A. and pay 
besides their normal increments and in the case of Bonus, 
any enhancements like the currently enhanced rate of 8-113 
per cent bonus. These factors which assure better conditions 
for the workers also make the establishment charges of tho 
Coffee Houses heavy. 

(ii) Division of Labour 

For better coffee promotion and g r e h r  efficiency, there is botb 
specialisation and division of work in the Coffee Houses. The 

, jobs of the Coffee Supervisors Coffee Makers, Pantry Men and 
Scullionsure different though in every Coffee House, there are 
a few members of the Class IV staff, who are referred to Men- 
Geaeral, and can be deployed to help in the work of ell sections. 
This specialisation in the work and the duties, about which the 
Coffee Board Labour Union is very zealous, not only helps 
in increasing the promotional efficiency of the Units but also 
adds to the losses. 

(iii) Clientele and Cost 

In respect of several of the Coffee Rooms, particularly those ia th6 
Yojana Bhavan, Udyog Bhavan, Shastri Bhavan and Parlia-. 
m a t  House, the clientele is restricted, since outsiders cannot. 
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, U y  GaberIIlfic#c CbfW~Housos md haw tbeir ,.o#qa of ~affw. 
Th& ptwlofiooal pappapof these unita are how~ver mod by 
thd m y  visitors aqg V.I.Ps, wbo f rqwnt  them, for different 
jobs of work, and for meeting Ministers and officials of Gov- 
ernment. 

(iv) ,Price of @flee in the cup 

Another important factor which makes Coffee Houses run on a loss 
is the price of coffee in the cup, which is kept, at a low level, 
in order to attract consumers. It could be argued that by 
putting up the. price of coffee, there would be more income for 
Coffee Houses, but, as a result, a large number of people would 
and India Coffee Depots, are treated as one unit, and this is 
promotional point of view, putting up the price of coffee would 
not be ideal. The Board has therefore desisted from putting 
up the price of coffee, even when the cost of fuel, sugar and 
milk have gone up, mainly from a promotional point of view. 

Ia extenuation of the losses, the Board have state:- 

(i) While Coffee Houses and Coffee Vans, have been making 
"losses", the India Coffee Depots, as a whole, have been making 
profits, to a large extent. This compensates, to a great extent, 
the "loss" incurred by the Coffee Houses and Vans. In the 
Budget of the Coffee Board, the Coffee Houses, Coffee Vam 
and India Coffee Depots, are treated as one imit, and this is 
logical and appropriate, since Coffee Houses, Coffee Vans and 
India Coffee Depots, represent differ:nt avenues ef promotiag 

the coffee habit; and only, by clubbing together these promo- 
tional units cap the promotional expenditure be oornectly as- 
sessed. , -,:.#! 

(ii) The Ministry of Commerce in their Budget Notes had observed 
that the Board should work on a "no-profit no-loss basis", 
as far as possible. They had conceded that they would med 
the "loss" to an upper limit of Rs. 3 l a b s  annually. They 
further acceded to the Board's request to meet additional, ac- 
cumulated" "losses" which were unavoidnble; thus in addition 
to meeting the "loss" of Rs. 3.57 lakhs under "Purchase and 
Sale of Coffee'' for the Budget Year 1972-73, they have releas- 
ed Rs. 6.22 lakhs accumulated over the previous years for pay- 
ment to the Marketing Department, for the coffee indented by 
the Propaganda Department, for sale from India Coffee Depots. 
Also, it may be added here that the term "loss" in c o d o n  
with the running of Coffee Houses and Coffee Vans of the 



(iii) As a result of promotional efforts, over the years the internal 
consumption has increased from 33,873 tonnes in 1%1 to 
estimated 39,000 tomes in 1973. Also, the internal consump- 
tion has remained static at around 37,500 tonnes from 1971 
onwards, without decline -a decline which would have preci- 
pitous, on account cd several factors, like relaxation of prohi- 
bition, competition from other beverages like Coca-Cola, Pepsi- 
Cola, Ovaltine, Horlicks, Bourn Vita, Tea, etc. and the increas- 
ing use of chicory (the annual consumption of chicory in India 
is stated to be between 10,000 and 15,000 tonnes). Promotion 
for coffee is required not only in North India but dso in South 
India, in regions like Northern Mysore, the Tekngaoa area of 
Andhra Pradesh and the Kerala State (excepting for certain 
parts of old Malabar) which are all non-traditional areas for 
coffee. 

5.14. The Committee desired to be informed about reasons for high 
peroentage of establishment expenditure as compared with turnover in 
Coffee Houses in Bangalore, Udyog Bhavan and Parliament House. In a 
note, it was stated: "The staff of the Parliament Buffet has been kept at the 
absolute minimum viz., one Asstt. Sales Officer, one Coffee Superivisor and 
six Class IV. However, because of a lower total turnover in this unit, 
due to restricted admission, this cost works out to 45 per cent. Some 
members'of the staff at Udyog Bhavan Coffee Room, New Delhi, are 
deputed from time to time for wo+k in connection with catering at special 
meetiags, sessions, exhibitions, fairs and demonstrations. Also, their ser- 
vices are utilised for service in Parliament House, when Palliament is in 
session. The expenditure on this staff meant for outside catering is also 
borne on the staff strength of Udyog Qhavan. 

Likewise, in Bangalore, m e  Sales Officer and some of the Class 1V 
staff attend to service of coffee at various conferences and exhibitions and 
they are also borne on the pay roll of the Coffee House in Bangalore, In 
respect of the Bangalore Coffee House, one other factor which weights in 
having a larger staff is because of the functioning of two shifts, since it 
works from 9.30,a.m. to 7.00 p.m. 

For these reasons, the establishment expenditure of the Coffee Houses 
in Parliament House, Udyog Bhavan, New Delhi and Bangalore are on 

the higher side as compared to other &&e Houses. 



Iwn be d0 wniforrn etafiing pattern for all Co&a Ijoyses. %a. 
&r C& Noose will hbve to be decided on maif. dcpcndP.g or tho 
@iwe in whkh it is located, the hours of work, etc. 

5.15. The Committee enquired about justification for having in Delhi 
5 out of 9 Coffee Houses in the country and having in Bangalore 2 out of 
3 Coffee Vans. In a written reply, the Miistry, stated "Delhi being the 
oapital city, the promotional work through service of coffee in the cup has 
been intensified by setting up a full-fledged Coffee House in Super Bazaar 
in Connaught Place and the runniag of Coffee Rooms at Udyog Bhavan, 
Yojna' B h a w ,  Parliament House and Shastri Bhavan. Several visiton 
h r n  areas where coffee is not popular, besides foreigners, drink coffee 
from these Coffq Rooms. At the Shastri Bhavan (where the officers of 
tbe Press Informatim Bureau are located) representatives of the Press from 
all parts of India meet and this offers an ide-dl situation for coffee promo- 
tion. The Ministries offered free accommodation, besides water and power 

at concessional rates, which also weighed with the Board at the time of 
starting the Coffee Rooms. 

A study has shown that during 1971-72, 3,70,814 cups of liquid coffee 
were sold by propaganda Units in Udyog Bhavan, Yojana Bhavan, Shastri 
Bhavan, and Parliament House Buffet; in other words. this constitutes 
nearly one-third of the total sales (11,66,900 cups) through the sale of 
coffee through all the Propaganda Units (Coffee Houses. Coffee Rooms 
and Coffee Vans). 

Two Coffee Vans are stationedk Bmgalore, since it is the Headquarters 
of the Coffee Board. The Vans move out from Bangalore to various 
centres, rural and urban, to participate in important exhibitions, giving 
demonstrations and also serve coffee at national and international meet- 
ings. When more Vans ar,e added to the fleet, they will be located in other 
State Capitals and important cities of the country. 

5.26. In a written reply it has been stated that Twenty-swen workers 
(Class IV staff) are employed oa daily wages in all the Coffee Houses/ 
Rooms. With the proposed intensification of promotional measures in 
India, by opening more Coffee Depots and Coffee Houses, in different parts 
of the country, all persons working on daily wages will be absorbed perma- 
nently. 

5.17. To a suggestion that Coffee Houses could be run economically if 
those were modestly furnished without air conditioning equipment etc., the 
Chairman d the Board stated "We shall take note of your suggestion in 
opening new Coffee bouses." Asked if it was proposed to open Coffee 
Houses in non-traditional areas, the witness replied "Our list contains a 



number of non-traditional amas.'' In rap& to a q m  a W  tlra ~wsut 
of renovation of the Ma House at Srinagat, witnm M a t  "h W 
eXpeMeS that were involved in renovation were u. ona IrJr6," T&Q 
witness replied "It is a tourist centre, we thought, it should be msde e30ira, 
attractive." The Commerce Secretary stated: "May be the cost of ratma- 
tion was a W e  higher, but the point is that furniture is of such a typc 
which keeps clean and things like that. This is a little modern tbkg." 
T& witness added: "We will try and standardise the cost of a new COW 
House." 

5.18. Tbe Commiltee note that some ksces have been dW the 
Coffee Houses. Tbe lwses have increased from Rs. 1.87 Lpldus h 196465 
to Rs. 7.13 lakbs in 1971-72. Tbe Committee accept the argement that 
the Coffee Howccr being maidy meant for proPa@nda purpose need a d  
make prdits.. m e  Committee are however anxious that tbe Coffee fioll~m 
should be run on 'no prolit and no loss basis' as far 8s possible. The 
Committee therefore suggest that apart from periodically revising tbe price 
of coffee in cups, necessary economy should be d e c W  in the overbad 
expendihue. It would be desirable that new units should be furnished 
at a modest scale strictly from the utility point of view and there should 
be no res~rt to luxmiow items'such as air-conditioning etc. The Commit- 
tee dosire that the Board should draw up a standard pattern of furniture 
etc. to be tonowed in hturra 

5.19. The Committee are surprised thaf 27 workers are employed in 
Coleee Houses on daily wages. The Committee desire that prompt action 
should be *n to make them regular, and future appointments should 
only be OD those h s .  
Audit Paragraph 
Production of coloared 6lm 

5.20. As a measure of Propaganda for increasing the. sale of Indian 
Coffee within the country and abroad, the Board produced (September, 
1966) through a private firm a 35 mm. coloured film "Coffee C ~ n t r y "  
(in English) at a cost of Rs. 0.39 lakh. In order to exhibit the film 
abroad the Board approached (December, 1967) the Government of India 
(Ministry of Commerce) to undertake dubbing of the lilm in foreign 
languages (four in English and one each in German, Italian, Russian, 
Japanese, French and Arabic languages) in 16 mrn. size. The Ministry 
expressed its inability (January, 1966) to undertake this work owing to 
lack of funds. The film has not been dubbed in any foreign language to 
far (September, 1969). 

The original film (in .English) was exhibited within the country On 
four occasion only. Of the two prints of the film, one is stated to have 



W (NQVOlhIk, lM8) for use i ~ f  tbe IntmWhnal. CMih 
,'Ldadon and the other (July, 1968) to the Minbtry of 

InWmatbxk a d  Broadcasting'(Fi Division) for releash, it in general 
CW OWI dub- it in various regiolnal languages of India. That 

Mhhtry  atated (September, 1969), that for want of castman colour stock, 
prepamtion d inter-positive and intm-negative of the films could not be 
taken up and that dubbing and preparation of prints would be t a k a  up, 
after January, 1970. According to the Ministry it may be possible to. 
schedule this film for release some time in April, 1970. 

[Paragraph 3 of Audit Report on the Accounts of Coffee Board for. 
1968-691. 

5.21. In their letter dated 8th June, 1970, the Ministry of Foreign: 
Trade hformed Audit as follows: 

The colour film "Coffee Country" produced in English is a 35 mm. 
film which can be exhibited only through theatres. The cost of exhibiting 
this &, which is of 11 minultes duration in important Indian theatres even 
for a week would have been about Rs. 1,50,000. In the absence of 
budget provisions to meet this expenditpre the Coffee Board exhibited the 

film only on special occasions. The Coffee Board have now pursuadd 
the Films Division to release the picture in their general circuit after 
April, 1971. [According to letter No. SSIBM(P170171 dated 24th 
November, 1970 from the Films ~ivision, Ministry of Information and 
Broadcasting, Government of India received with letter No. PPS(Audit) / 
72-73/1572 dated 22-5-1973 from the Coffee Board the film has been 
set for all India Circuit on 25-12-70]. 

As regards exhibition of film abroad, the Coffee Board have donated 
a print to the International Coffee Organisation who have exhibited it 
on one or two occasions. After the release of the film in general circuit 
through the' films division, the Board would get some reduction prints 
of 16 mm size prepared and arrange for its dubbing in foreign languages 
and have the same sent to Indian Embassies abroad. The Indian 
Embassies have mentioned they want only 16 mm prints as exhibition 
of 35 mm prints in thoatres abroad is very costly. The film bas been 
mepared in such a way that it does not become outdated by passage of 
time. 

5.22. In a note furnished to the Committee, it has been stated. 

"The film "Coffee Countrf' was made as a 35 mm film, since 16 mm 
reductioa prints arc made from such 35 mm prints. 



.Having p r e p 4  tbe 35 4 film it was WcbaaRr ~pdimt, @ 
a o n d c a l  to have it releaned thr* tha tbcatrars ip, India wits the 
help of the Ministry of Infomation and Bmadcasting. ~~ tbjr 
factor of high cost of exhibiting the film was comidercd, the Board twk 
the cooperation of the Ministry of Information and Broadcasting and gaC 
Lit included in the General Circuit. 

The local language in which the film was dubbed, besides English, 
are Hindi, Marathi, Oujaratbi, Tamil, Telugu, Malayalam, Kannada, 

Bengali, Assamese, Oriya, Punjabi and Urdu. 

Initially, the preparation of reduction films and dubblhg the same 
in different foreign languages could be done only abroad needing special 
release of foreign exchange far this purpose. However, lately, it has been 
indicated that this work can be undertaken in M i a  itseff at mode# costs 
and the matter is being pursued.'' 

5.23. The Committee regret to note that colqured 35 mm film 
entitled "Coffee country" prodnced in September, 966 for increasiag sale 
of Indian Coffee within the country and abroad has not yet been reduced 
to 16 aun and dubbed in foreign languages for exhibition abroah. The 
Comeirttee desire that necessary step should be taken to have the reduction 
f m  prepared and dubbed erpeditiously. 



6.1. The Research Department of the Coffee Board was instituted in. 
1946. It has its administrative headquarters and the Central CoftCe Re- 
search Institute at the Coffee Research Station, Balehomur, in Chikmaga- 
lur District, sub-station at ChethaIIi in Coorg District, 5 Coffee bzmonstra- 
tion Farms at Saklespur and Gonicoppal (in Mysore State), Kdperta (in 

Keralu) and Yercaud and Thadiankudisai (in Tmilnadu). After tbe 
s u ~ s f u l  introduction and establishment of coffee in Andhra Pradesh a 
Regional Demonstration Farm was set up at Minimalluru (in Andhra Pra- 
desh). A soil Testing Laboratory and a museum-cum-demonstration 
farm function on the Manasagangothri Campus in Myswe. 

The Extension Wing of the Research Department was set up in 1950-51. 

The entire coffee area in South India extending over 3+ lakhs of acres 
is divided into liaison divisions each in charge of a Senior Liaison Officer. 
The liaison .divisions are divided into mall com,pact zoqes, each placed in 
charge of a Junior Liaison Officer. 

l l ie  Director of Research is now assisted in the Extension and Develop- 
ment activities of the department by two Dy. Directors of Extension who 
have under them 6 Senior Liaison Officers and 11 Junior Liaison Officers. 

The main functions of the Research Wing of the Board are improvz- 
ment in plant breeding, plant protection and plant nutrition. 

6.2. The achievements of the Research Department with regard to (a) 
control of pests and diseases, (b) Scientific use of fertilisers, and (c) its 
impact w production is listed under the following main heads: 

(a) Control of pests and diseases: 

(1) Control of leaf-rust.-leaf-rust of arabica coffee has been always 
considered as the most dangerous threat to coffee all over the world. This 
disease was the main cause for the total abandohnent of the flourishing 
coffee industry in Ceylon during the 1880's. Research oa control of leaf- 
rust was initiated at Balehonour as early as 1926. The result of field sur- 
veys and research studies indicated that this fungus disease comprised of 



.ditTmnt races and its long renge control could only bo achfvwd bg b m d  
ing, selection and development of rust resistant varieties. Tho bmdh$ 
progranmes wen therefore given 9ery high priority during these e d k  
yeam and after a period of 25 years of continuous work disease tdsraat 
arabica varieties S. 288 and S. 795 and S. 1934 and robusta S. 274 warn 
released for commercial cultivation in place of the eartier planted dimasa 
su~ceptible varieties like old 'chiks' and 'kents' and old rabustas. Thesb 
selections have been progressively replacing old materials and have bean 
largely responsible not only for improvement in &acre p roddon  but 
also in minimising expenditure in control costs by copper spraying. Prbk 
to the release of these vigorous selection, it was considered that it was not 
pssible to achieve *average production of more than 5 cwtdacre (625 
Kg/ha). It was only after the planters started growing compact acreages 
of S. 795 and S. 1934 that the break-through in improvement of averap 
crops over large acreages was achieved. 

At present the Central Coffee Research Institute has a number of new 
gromising commercial varieties like Cioccie, Agaro, San Romans, which 
could be cultivated under a variety of climatic and ecological conditions. 

The Central Coffee Research Institute has continuously maintained a 
Rene bank comprising of all the commercial varieties of arabica and robusta 
collected from all over the world. These exotic varieties have been conti- 
nuously screened and examined for commercial potential as also disease 
resistance to the 26 races of leaf-rust. Breeding in coffee is being actively 
pursued to achieve better results by way of disease control, cup quality, 
pest resistance, economic response to minimum fertilisers, and draught 

resistance. 

(2) The White stem-borer of coffee was a major pest of arabica coffee 
and in conjunction with nematode parasites was responsible for limiting 

.arabica production at lower altitudes like South Coorg and Kalpetta 
. ( W y n d )  areas. On many estates in the best coffee growing tracts of 
Coorg, Saklespur and Chikmagalur, the pest took an annual role of about 
2-30 plants per ha. It was only after the adoption of BHC steem 
swabbing as recommended by the Research Deptt. that the severity of this 
pest were reduced to almost 5-10 plantslhectare. At present the white- 
.stemborer is no more a menace to arabica coffee as it used to do. 

(3 )  Root parasitic pematodes were a severe problem on a number of 
well managed coffee estates in Coorg, Chikmagalur and Sakleapur. As a 
result of fundamental research and field investigations economic control over 
nematodes was worked out by way of grafting arabicas on robmtas and 
nematode parasites of coffee have b a n  now relegated to the status of un- 
economic parasites. 



(4) 'Up& 1966 the foliar parasites of coffee like thdpg wek  considered 
lo e m  weCY, damage and crop losses of coffee. Resaarch studies soon 
wedud that tMp could be actively controlled if coffee is grown under 
jmdkkws shdc conditions and good manurial treatment along with periodi- 
eal &n@. These findings enabled the planter to give up chemical spray- 
iag against foliar thrips and helped him to bring down his cost of produc- 
tion by about Rs. 100 per acre. 

(5) Preventing entry of pests/diseases into ~nd~&-& a result of con- 
tinuous stress on the importance of plant quarantine measures and active 
propaganda and vigilance by the Research Department of the Coffee Bosard, 

:the two mast important pests and diseases of coffee which are present in 
almost all the coffee producing countries of the world i.e., coffee berrg 
disease and coffee berry borer have not yet entered India. 

(6) New Malady problem on coflee.-Round about 1957 a new disease 
was reported fro111 the traditional arabica coffee areas of Coorg, Chikmaga- 
1ur and Saklespur. This disease was variously ascribed to merent disease 
organisms and was even considered as dangerous as the coffee berry disease 
of Kenya, and considerable panic was prevalent, as to the severity and 

progress of this new disease. The Research Department carried out ex- 
tensive surveys and fundamental studies into this new disease from 1957 to 
1969. The result of such studies into the causative organisms and physio- 
logical stress on coffee brought to light a number of unknown factors about 
the crop. It was found that the primary predisposing factor of the new 
malady disease was the severe exposure to which arabicas had been sub- 
jected to during the years 1955 to 1957 by indiscriminate removal of shade 
trees. The disease can now be effectively prevented by suitable over-head 
shade canopies without recourse to chemical control measures. 

(7) During 1970-71 and 72 Hairyeaterpillar invasions were extensively 
reported from all over the coffee growing tracts. This pest has now been 
successfully controlled through a simple technique of hand collection of the 
inactive pupal stages in all the infested estates and liming of the effected 
fields as well as by collection and distribution of eggs from the ho3t trees 
without use of chexical pesticides. 

(8) Continuous research ,studies on the shot-hole berer of robusta have 
now made it possible to obtain satisfactory ecological control with mini- 
mum use of pesticides. 

(b) Scientific use of ferti&rs.--Field trials on the use of chemical 
fertilisers like Nitrogen, Phosphorus and Potassium were intiated by the 
Research Department as early as 1935 and it became possible in 1953 to 
give broad guidelines as to the economic dosages to each ecoclimatic zone on 



timing and frequency applications of chemical fc- wd h 
cognise toxicity and de5dency symptoms due to &c, W apd mrpdtllg. 
It can be stated that the rapid increase in extensive uqp of feaftism 
been mainly the result of active extension work by the Liaison O t b a  .& 
the Research Department. The use of chemical fertilisers was wnqhtdly 
unknown upto 1953. It was also an unknown practice to hawe the c o b  
soils pre-tested for liming as weli as for mineral deficiency prior to 1953. 
It is now a general practice to test for acidity periodically and to lime the 
coffee fields as and when required. Such practices have been responsible in 
preventing acute deficiencies of manures, lime as well as well as c o w  
the fertility of coffee soil. 

(c) Impact on production.-Pest and disease control with rninirqum 
use of pesticides and scientific use of fertilisers has been markedly respond- 
ble for achievement of higher average potential. The planter is now in a 
position to produce much higher and more consistent averages than during 
the years prior to 1953. 

Areas of research eflorts to be intensified and action taken 
(i) Research on Plant-improvexent, plant-protection and plant-nutri- 

tion is being vigorously pursued as otherwise it will not be possible to 
sustain production. 

(ii) The improvement of the economy of small holding, robusta hold- 
ings in particular, by means of intensive cultivation aids and diversification- 
of the economy as per local conditions is being given high priority. 

(iii) Loss in quality of Indian Coffee from its (pristine unrivalled 
state in the world markets is a problem that calls for urgent attention 
from coffee, planters, researchers and curers. 

(iv) Uneconornic returns.--Critical attempts to reduce production 
costs by improving efficiency of variable and specified imputs and a hard 
look at the output relations of ago-technical inputs and an optimal com- 
bination of various cultural operations to improve inputs efficiency are 
the need of the hour. 

(v) Management problems.-There is a pressing need for a new 
approach to managerial problems not only to improve farm husb3ndry 
but also to harness labour efficiency for improvement of variable inputs. 
Undm the training programme at the Central Coffee Research Institute, 
management trainees receive intensive training in economic management 
of coffee holdinp, and at present 19 small growers are undergoing train- 
ing at CCRI. 

(vi) ImprovemeM in processing technology and machinery on small 
holdings is an important aspect of reseaeh at the Central Coffee Research. 



6.3. In a comprehensive noie it was stated by the Coffee Board that 
tho research and extension work so far has been mainly directed to crcp 
improvcmcnt in arabica coffec and that the need for a centre to intensify 
research in robusta is keenly felt. Thc Committee asked why resedrch 
effort was not directed to Robusta in the past. In a written reply it has 
been stated: "Research and extension work has to be directed predomi- 
nantly towards improvenlcnt ut arabica production hs arabica w:is in more 
demand in the foreign markets as compared to Robusta which fetched 
lower prices. This position has changed during the last 2-3 years. Accord- 
ingly the research and exlension eSlorts h;,ve also been stepped up in 
view of the new nlark.et trends. The proposals to set up a research 
centre is awaiting approval of Govcrnmeut. However, research trials and 
investig,itions in robust2 h 4vc been already initio:cd at the Central Coffee 
Ressearch Institute and on Coffee Demonstration farm, Kalpetta. A 
Robusta Specialist has been placed in charge of these studies under the 
guidance of the Divisional Head, Botany." 

6.4. IN A COMPREHENSIVE NOTE ON C O m E  I T  HAS BEFN 
STATED THAT THERE IS A NEED FOR: 

(i) .4 Division ,of Agricul;ur:~l Economics for specialised studies; (ii) 
New demonstration farms for thc bznefit of small growers, and (iii) Re- 
gional soil testing laboratories. 

The Committee desired the pro_gramme for creating these facilities. In 
a note it has been stated: 

( i)  A Division of Agricultural economics is also one of new divisions 
which will be organised after obtaining the Government sanction and 
budget ::pproval. This will also have to be carried over in a phased man- 
ner as we, have to also construct and provide suitable housing for the 
officials in the Central Coffee Research Institute Research Colony. 

(5) Due to budget cuts it was not possible to open new demonstra- 
tion farms during 1972-73. However, during 1973 steps have beea 
taken to obtain suitable land for organisation of a Coffee Demonstration 1 

Farm at Mudieore and necessary application for grant of 30 acres of 
land madc to the Government of Mysore. 

(i) I t  was not found possible to  organise new regional soil testing 
laboratories due to severe budget restrictions. Huwever, a mobile testing 
van has been set up  at  Kalpetta for purposes of pH tests and to advise 
small growers on liming. 

652 L.S.-7 



6.5. T h e m r u m i t t g q ~ t o b ~ w ~ n s b a f C a l E t r W t  
the expenditure on the Remch Dapartmcnt since 1965-66 a d  ita p- 
centage of the value of ~ u c t i o n .  The fdlowhg information ha8 bmt 
fur~ishod to the Committee: 

Total ex- Gross vdue I'erwnt- 
pendturc of annual &c of ccx- 

for c&te pcnriit ure 
Rescarch prcw'.uction on Re- 

(Rs. Lokhs) (Ks. crores) search to 
the grw 
vduc of 
mual 
wf%e 

prrn!uclion 

1 9 7 2 - 7 3 .  . . . . . . .  30.18 55-09 0.55 
(Estimated) 

- -- --- 
6.6. The Committee desired to know whether any efforts had been 

made to grow coffee in the Eastern region. The Chairman of the Board 
stated during evidence "In Assam we have done." The Committee desir- 
ed to be furnished with a note in this regard. In a note submitted to the 
Committee it has been stated: "In the year 1958, the Chairman ant1 the 
Dirmtor of Research visited the Asssm State hills and suggested explora- 
tory trial cultiwtion of arabica coffee. Again in the year, 1959, 1965 
and 1970. The officers of the Board made a follow up visit to Aijal, 
Mikit Hills, Gova Hills, Shillong and Jowal SubDivisions. It was ob- 
served that the present coffee blocks are purely governmental and intend- 
ed as a socio-economic experiment for the rehabilitation of the hill tribes 
and stabilization and augmenting of their incomes by encouraging culiva- 
tion of permanent and perennial money crops. An area of 408 acres of 
Arabica station selection S. 795 is under cultivation. Two persons were 
trained at the Central Coffee Research Institute of the Board during the 
yea 1959 aad three are under training at present. Tlve Divisional Sojl 
Cun~~t~ation offker incharge of the of3ce scheme visited WRI on a 
study tour during 1970 and again in 1973. rt has been furthu stated 
that certain suggestions were made to them. 



6.79 ?as d thb Coffcie Boa9 atad druhap,&jcst~t r$at: 
aubgially A a h ~  wag quite suitable for coffee cultivptioo. Zn a wiit- 
tan reply submitted at the instance of the Committee, it has been stated 
that Andaman Island was surveyed during 1956 by an of&rer of the Re- 
8mmh Depahment of the Coffee Board and the foliowing areas wem 
declared suitable for Coffee cultivation.-(1 ) Maaarghat (South Anda- 
man), (2) Pancha Vati (Middle Andamam), and (3) Jkkatang (little An- 
damans). 

In 1962, the Coffee Development O5cer of Andamam started trial 
blocks in consultation with the Research Department. These blocks were 
of 2 to 5 acres. At present an acreage of 20 acres is under cultivation. 

In 1971, the Director of Research of the Board visited these 
blocks and suggested to the local authorities to open 25 to 50 acres blocks 
to study the economics of cultivation of coffee. It is reported that blossom 
showers are the limiting factors to achieve higher production. 

6.8. While the Committee appreciate the work done by the Research 
Department in the field of piant breeding, plant protection and phnt 
nutriti~n they remet t!nt r e w k  of the research work have benefitted 
ody  the large growers. The extension services of the Coffee Board till 
recently were engaged primarily in overall crop .improvement on the 
larger and better organired units, to achieve quick increase in overall 
production. The Cmrniitce are anxious that some pnsitive and effective 
meawres should be taken to bring benefits of research work to the hold- 
ings of nnmerons smal! p w e r s  who ct*nstitute nearly 97 per cent of ?he 
total number of growers so as to increase their productivity and ensure 
profitability. 

6.9. The Committee find that in the past, the research and extension 
work was mainly directed to crop improvement in arabica prodnction 
as srahica was in gcrfer demand in foreign markets as compared to 
robusta which fetched lower prices. The position has changed dnring the 
last 2-3 years. A proposal to set up a research centre for robusta is 
awaiting approval of Government. The Committee are not satisfied with 
lack of attention to the research work on Robnsta in tbe pPst merely 
becanse it fetched lower price in foreiga markets. The C e  h i r e  
that the research effort towards Robusta should be intensified. 

6.10. The Committee find that there is need for new demonstration 
farms for the benefit of small growers and wgipnal testbg laboratories 
bnt it has not been possibk to establish them because of b d p t  cuts ia 
the expenditure of the Reserach Department. 'Ib expendttnce of the 
Research Depmtment has increrrsed from Rs. 15.69 laghs in 1955-56 to 



6.11. Tbe Committee have been informed that experiments are hehg 
conducted for cuttivation oli coffee in Aesam, Oriissa and Aad;~mans since 
fifties under the supervision of State Government Departments. The 
officers of the Research Department have only accasianally rcndcrcd 
nd~ice to the ~ta'te Government authorities. The Committee desire that 
Research Dparfment of the Coffee Board should seriolrsly guide these 
experiments with a view to producing tangible results. The Board should 
establish their own demonstration farm3 or depute some research stufii lo 
these States like Andhm, Odssa etc. 

6.12. The Committee desire that the pay scales of scientists and 
research staff of the Coffee Board should be comparable with Ihuse in ?he 
other organisations like Indian Council of Agricultural Research. 

A udit Paragraph : 

Idle Equipments 

6.13. A 'Bausch and Lomb' stigmatic grating spectograph (cost Ks. 
17,255) was purchased by the Cofiee Research Station, Balehonnur. in June. 
1964 for assessing the nutrient value of coffee for dctcrmination of deti- 
ciency for advisory purposes. The equipment has been lying unused for 
the last three years (December, 1970). The Research Station stated (July, 
1970) that the equipment is idle partly for want of trained person to handle 
it and partly for want of films. In February, 1968 the Board sent one 
research Assistant for training in spectographic techniques at the Atomic 
Engery Establishment, Trombay, for four months. Even after that the 
equipment is lying idle for want of films for which orders were ~lnccd in 
June, 1970 after obtaining import licence (July, 1970). 

[Paragraph 5 of the Audit Report on the Accounts of Coffee Board 
for 1969-701. 

6.14. In a written reply furnished to the Committee, it has been stated: 
"It may be pointed out that it is the general practice in almost all research 
organisations to go in for sophisticated equipment from time to time to keep 
pace with progress in research equipment. The spectrograph was pur- 
chased to improve the research facilities at CCRI. Research training is a 
continuous process and has to keep pace with technological advances which 
often do not follow a predictable course. In spite of best efforts it is not 
always possible in an isolated and remote research centre like Balehonnur t@ 



The present position is that the equipment is in working order and will 
be put into use when the specialist returns from hie higher studies at IARI. 

6.15. The Committee are dissatisfied with the non-utilisation of an 
equipment (stigmatic grating spectrograph) for the last about 7 years for 
want of a rained hand who had been deputed for higher stndbs at LA.RI. 
While the Committee appreciate the diWcolty in getting persous trained for 
the sophisticated equipment, this position should not be allowed to continue 
for several years. It is no satisfaction that the equipment is still in working 
order, if the important research for which it was meant has suffered for a 
long priod. The Committee suggest that in future at least two persons 
should be trained in handling such equilipment, so that if one is away the 
work may not suffer. 

6.16. Encroachment of Board's Land.-The Board purchased (January, 
1947) 298.64 acres of land in Cheralasri Mangala, village Chethalli for 
establishing :L research Sub-station. Of this, 3.65 acres (Value Rs. 18.250) 
are in physical possession of a private party (October, 1971). 

The legal adviser of the Board to whom the matter was referred in 
December. 2957 advised (December, 1957) that if the property remained 
with the party for ov-r I 2  vears it would be difficult to evict her due to the 
bar of limitation. No legal action was, however, taken to remove the en- 
crcachment within the limitation period (ending in January, 1959). The 
Hoard stated (October, 1Q71)  thrt the question of eviction from the encro- 
ached land had heen faken up with the revenue authorities in July, 1971. 

[Paragraph 3 of the Audit Rcport on the Accounts of Coffee Board for 
!970-711. 

6.17. Explaining the background of the case, the Chairman of the 
Coffee Board stated during evidence: "Chethalli Research Station was 
qtarted in 1967 and at that time, the Government decided that we should 
purchase piece of land both from Government-the then Government of 
Coorp which was a Pnrt-C State-and also from a private party makinq a 
total acreage that was required for forming this sub-station. We have pone 
through the various files that are available with us. In the year 1947, when 
some of the private Imds were also to be taken over, there were no settle- 
ment stones established on these private lands. The legal adviser, at that 
time did advise that it mipht not be correct to take lands which were ndt 
properly demacrated by the Settlement Department. Nevcrtheiess, i t  



appears from the file that after discussions with the Sacretory of the Bard ,  
in order, to start the Research Station expeditiously, they did take over the 
land under certsin clauses that have been introduced in the agreement that 
has been executed with the party at that tine."' 

"Then, sometimes in the year 1957, i.e., about ten years later, it appears 
frcu~ the files that they did notice that there were about 3.65 acres of land 
that was ostensibly purchased by the Board for the Research Station which 
were encroached upon by the origmal owners who had adjoining lands. 
E v a  the Legal Adviser did give advice that the limitation would be over 
in 12 years' tine from 1947 and that it should be proceeded against to 
show that action was indeed taken. The only document before the compe- 
tent authorities is that the land could be regained from the unauthorised 
occupants. It was only in the year 1970-rather 1967-that again the 
matter was started and the Settlement Officers were moved actually to re- 
survey the whole land and fix up the boundary marks as originally taken over 
by the Coffee Board for this research Sub-station. But, this has been going 
on in a very prolonged manner because, you know, the Revenue and Settle- 
ment authorities take an unduly long time in doing this. And ultimately 
we found in the year 1971 that certain rosewood logs were being logged 
down from this area of 3.56 acres of land which the Cofiee Board Officer 
believed was an unauthorised occupation by these people. He immediately 
prevented them from taking rosewood logs. They have been entrusted to 
the District Forest Officer who has been asked to hold them, after sales 
realisations, in abeyance so that this amount could be paid ultimately to 
whomsoever that land belongs, after it has been established. It was after 
that that we further wmt to the Legal Adviser and then finally we appealed 
to the Local Tahsildar who is the basic revenue official to change the 
Jamabandhi column 6 cf the record which indicates the actual person who 
is in possession of the land. They had indicated in column 6 of the Re- 
gister the name of Mrs. Neelamma. We have moved for the deletion of 
the name and for introduction of the Coffee Board name. The 'Tahsildar 
rejected our plea. And then we went to the Assistant Commissioner who 
was the appeallate authority. He has also recently rejected our appeal. 
But, he has indicated that we should file a civil suit. We are taking action 
to fight it out in the Court of Law. I can assure you with this background 
of the whole case that we shall see that no stone is left unturned to recover 
the property of the Board." 



prapetty for over 12 yeam it would be dilficlltC to evict It due to the law of 
Ihaifatbn. It r~lls 0% fn 1967 tBat the State Governmeat alltlroritie~ were 
moved ia tbe d e r .  The &em& of tbe.flonrd to b a ~ e  tfae neme of the 
owner deleted from recot'& have not been successful and a civil suit is now 
propoeed to be m d .  The Committee laope t& this will be done witbout 
delay. Tbe Commitlee desire that it should be examined whetber respon- 
sibility can be fixed for the failure of Ihe officers in this case. 'Fbe Cum- 
mittee would like to be informed about the action taken. 



CHAPTER VII 

Labour and Staff Welfare 

Audit Paragraph: 

7.1. Grants for-Labour Welfare Measures: In paragraph 4 of the 
Audit Report on Coffee Board for 1970-71 mention was made of non- 
receipt of utilisation certificates in 19 cases of grants totalling Rs. 2.40 
I:ikhs paid during 1961-62 to 1968-69 for Labour Welfare Measures. 

Of these, utilisation certificates for 12 cases totalling Rs. 1.24 lakhs, 
are still awaited (February, 1973). Also, similar certificates for 3 more 
cases of grant8 totalling Rs. 0.14 lakhs paid during 1969-70 are awaited. 

[Paragraph 3 of Audit Report on the Accounts of Coffee Board for 
1971-721. 

7.2. At the instance of the Committee, the following break-up of the 
outstanding utilisation certificates year-wise was furnished: 

Year 
No. of Amount 

U.ilisa!ion c.f 
Crrt ifiw:cs Grant 



Utihation Csrtificatcs in respect of these cases are due from the 
Director of Health of the States Governments of Mysore (for 7) and of 
Kerala (8 cases). Howcver, information received from the Hospital 
authorities and otber executing agencies like Village Pmhayat, Block 
Development Officers, P.W.D., District Medical Officers, etc., reveals t h t  

in 5 of the 15 above cases (indicated hy asterisk) grants amounting to 
Rs, 35,038 have been fully utilised. The formal utilisation certacates 
in respect of these cases are awaited from the Director of Health of the 
Government of Mysore and Kerala. 

7.3. The Committee desired to know the "reasons for abnormal delay 
in utilisation of grants given for labour welfare measures. In a written 
reply, it has been stated that all the pending cases relate to donations made 
to the Governments of Mysore and Kerala for the following purposes: 

1. For construction of wards. 

2. For supply of equipments etc. 

3. FVovision for additional beds and modern equipments. 

Very often facilities for which Board donates grants form a minor part 
of a big scheme sponsored by the State Governments. The implementa- 
tion of these schemes by the State Governments involves coordination 
among the concerned Departments of the Government like P.W.D., 
Health, Revenue, Finance etc. They have to follow the prescribed pro- 
cedures before taking up the schemes for implementation, which is a time 
consuming process. Thus thme is considerable delay in implementation 
of these schemes by the State Governments. Until the schemes are com- 
pleted in all respects, the State Government authorities will not furnish 
utilisation certificates in respect of the Board's grants which are given to 
supplement a part of thc expenditure of the schemes. This appears to be 
the main reason for the abnormal delay in utilisation of the grant as also 
in furnishing the utilisation certificates by the State Governments, in spite 
of the Board pursuing the matter vigorously with the concerned Officers 
of the State Governments. 

7.4. The Committee asked whether it was not feasible to release the 
contribution of the Board towards the end of completion of the projects. 
The Chairman of the Board Stated: "They would not accept it. That 
went on. They deposited it before the programme was taken up by them. 
And they in turn would like to make available cextain moneys to a parti- 
cular project which was already there. It Is true that even in C.P.W.D. 



and other departments wben we ask them to provide for &out& and otbu 
thin@, first of all, we am a d d  to deposit the amount with tham thaa 
only they p r d  with the construction of the houses." The Commczot 
Se~ilttmy stated: "I think it is a relevant qucstion of followfng the finan- 
cial d e s  by Union Government as well as the State8 and by the PuMic 
Accounts Committee. The normal rule is that no government will be able 
to take up the scheme or execute the scheme unless all the parties have 
contributed their portion of the amount. You have made an important 
point and some pressure will be kept along the lines you have mentioned 
although it is difficult to work on those lines." 

7.5. The Committee desired to be furnished with a note on $he per- 
formance of the Caffee Board. In a note, the position relating to grant 
of donations towards Medical Aid and grant of Educational Stipends for 
children of W e e  Estates workers for the last 10 years was stated as 
follows: 

MEDICAL AID EDUCATIONAL Total 
S1. Year STIPEND mount  
No. - sanctionerl 

NO. ?f Amnunt No. of Amount for Mdical 
cases l r ~  Rs. grantees Rs. aid and. 
which stipend 

grants were 
made 

- 
7.6. As regard8 future grogramme, the Board &ye .stated that these. 

two schmes are becomigg more popular. b m d @  to,#ie,pr#sent 



indications, the Coffee Board may be able to meet the full reyuiremeMs with 
a budget povision of Rs. 4 lakhs per year. 

7.7. The Committee asked why the performance of the Board in 
labour welfare was unsatisfactory. The Chairman of Board stated: "We 
have been able to spend all the money that has been made available to us. 
So far as the labour welfare measures are concerned, unfortunately the 
money is too little to go around.'' Asked about the arrangement made to 
collect more money, the witness stated: "We cannot collect it, must come 
through the voted budget." Asked about the steps taken for construc- 
tion of quarters, the witness stated: "We have asked for more grants from 
the Government. We have been asking for the last couple of years. 
Last year, we had asked for Rs. 4 lakhs." Asked about the strength of' 
workers in the Coffee Industry, the witness replied: "About 2.5 lakh 
people.'> Asked whether a grant of Rs. 4 lakhs would be suf3iclent. the 
witness replied " It is very meagre. What we contribute towards the 
labour welfare measures is only marginal. Basically, it is the responsibi- 
lity of the planters according to the Plantation Labour Act. We hope 
to do whatever is possible within our resources." Asked about strength 
of workas in Coffee Houses and Depots, the witness stated that it was 
447. 

7.8. The Committee desired to be furnished with a statement showing 
thr grants and the actual amounts made available for the purpose during 
the last 10 years and the steps taken or proposed to be taken to provide 
adequate funds for labour welfare. In a written reply it has been stated 
that section 31(2) (e) of the Coffee Act provides that one of t5e pur- 
pose for which the general fund could be utilised is for meeting the ex- 
penses for secu~ing better working conditions and the provision and im- 
provement of amenities and incentives for workers. Accordingly, the funds 
required for labour welfare measures in coffee plantations towards medi- 
cal aid and grant of educational stipends to children of plantation workers 
are provided for in the Budget Estimates of the General Fund of the 
Board. The amounts sanctioned by the Government each year are spent 
towards grants for medical aid and educational stipends. 

In this connection it may be added that provision of amenities to the \ 
workers on coffee plantations is essentially a State subject and under the 
Plantation tabour Act is obligatory on the part of the planters to provide 
amenities to their workers. Allocation of funds towards the scheme 
administered by the Board in respect of medical aid and educational 
stipends from out of its own funds is nominated. Also, the funds made 
available by the Board are in the nature of supplementing the amounts re- 
q&ed for securing better amenities and incentives for workers on coffee 
plantations. 



7.9. A statement showing the grants asked for by the Board and the 
actual amount made available for Labour Welfare Measures during the 
last 10 years is furnished MOW: 

S1. Year 
No. 

A m o u ~ t  askcd Amount sanc- 
for in  thc B o n ~  1s' tioned lip the 
Ru.!gct ~mc!er Govr. 
Lahour Welfare 

Measurcs 

Rs. Rs. 

10. 1973-71 . . . .  . ~ , ~ , O o o  2,3,.oCO 

- --- - --- -. 

All the requests for grants under Labour Wclfare Measures could not 
"bc complied with fully for want of funds. While sanctioning the grants, 
the Board had to limit the sanction to the urgcnt needs under Mcdicnl 
Aid and also had to limit grant of educational stipcndq to ccmin c.m- 
p i e s  of students. 

~ h r i n g  1972-73, only applicants who were in receipt ol stipcnds 
rreviously were granted stipends and no new applications werc 
entertained. 

In the Budget for the year 1974-75 a provision of Rs. 4 lakhs has bccn 
+ur!ested towards Labour Welfare Measures. 

In the revised Budget for the year 1973-74 also a provision of Rs. 4 
lakhs has been asked for. Government have been ~equcsted to approve 
this provision of Rs. 4 lakhs. 

7.10. The Committee are concerned over the delay in utilisation of the 
grants paid by Board to the State Governments of Mysore and Kerala 
for coastrnction of wards, supply of equipment and provision of additional 

'beds in bosp'ntals. In the case of granta paid during the years 196162 



p84 1964-65 to 1969-70 run~mting to Rs. 1.38 la&, liljlisntlon c e d i -  
cat- are d l  awaited. It is stated that in 5 caws funds involving Rs. 35.038 
bsve been m y  uti lkd but the utilisation certificates are still awaited, 
The Committee desire Ulrat necessq steps should be W e n  to ensure in 
the remaining 12 cases that the funds are utilised early for the purpose 
intended and utilisation certificates in a& cases rendered 10 the Board. 

7.11. The Committee are thoroughly disappointed at fhe performance 
of the Board in regard to gram pnid by the Board for labour welfare 
measures, 1.e.. medical aid and ed~clrtional stipend. The donation of the 
Board for medical aid decreased from Rs. 1,40,000 in 1964-65 to 
Rs. 80,000 in 1973-74, wYlile that for educational stipends decreased from 
Hs. 2,9h,.Wl in 1961-65 to Ks. 2,25,000 in 1973-74. In 197s-74, the 
Board had asked for an amount of Rs. 4 lakhs but only Rs. 2.25 lakhs 
was sanctioned by Govemn~ent. The Committee feel that even a grant 04 
Rs. 4 lakhs sanctioned for the purpose would hardly mahe any red im- 
pact on these two limited aspects of welfare, considering that about 2.5 
lakh workers are employed in the coffee ind::s:ry. The Con~mittec qtrongly 
recommend that Government should increase the grant substantially on a 
per capita basis. 

7.12. The Committee haw been infornncd fhat under *he Plantation 
Labour Act, it is obligatory on the part of pianters to provide amenities 
to workers on cofee plantations and it was essentially a state subject. 
During their visit to some Coffee Piantations and Curing Works by the 
Study Group of the Committee, they were informed by workers about lack 
of amenities, poor waps and under employment during off season. The 
Committee strongly feel that the Board cannot absolve themselves of the 
responsibility in this regard, as one of the functions olE the Board is to 
secure better working conditions and the provisions and improvenicnt of 
amenities and incentives for workers. The Committee, therefore, suggest 
that the Board should pay serious attention to this matter. 

7.13. The Committee are distressed to note that even in the Board's own 
establishments, the working conditions and amenities to workers and staff 
are not satisfactory. In a Memorandum submitted to the Committee, the 
staff of tbe Central Coffee Research Institute, have brought to n~t ice cer- 
tain difficulties, such as:- 

0) tack of proper shopping facilities at the remote station; 

(ii) inadequacy of fringe benefits fixed for the staff long time back 
and need to extend these benefits to all the stadf working in 
the Coffee Demonstration Farms situated in remote h i p  areas. 

(Ui) .need to extend local compensatory allowance to class 1V W. 



T& ~ 0 ~ ~ ~ 1 o t t 0 c s e * l e m a l r o s d d ~ e c a r o d r 3 i l y ~  
ed and neoessq steps sbordd be taken to am&rate tk d i B e n ~ .  # * 
s e s f f w o r k i p s i n r e m o l e ~ .  

7.14. The Committee also suggeet that the pay scale of tbe sWF a€ 
tbe Coffee Board shoW be brought to the level of dher  sucb bodies through 
rationalisation of pay d e s  immediately. The Committee is unhppy to 
b- that it is pending since 1972. 

7.15. As it is constituted at present, the Cofke hard  is serving 
interest of large growers and big traders. The Uourd and its Statutory 
Committees have over-representation of large growers, some of whom have 
also interests in Pool Agencies-cumcuring Works and the firnls en& 
in purchase of coffee in Pool Auction for internal consumption and ex- 
po&. Tbe present structure of the Board and its SCatutory Committees 
needs to be changed and the consumers should be given represcn-n 
at par with the growers so that the Board serves the interest of the public 
at large and the con sum^% 

7.16. Since its inception, no evahation has been made 04 tile working 
of the Coffee Board. It is desirable that the working of the Board should 
be evaluated by an independent expert comm~ssion to assew how far the 
Board has fidfilled the objectives and to suggest improvcments for futuw. 

NEW DELHI; 
April 25, 1974. -- . - . 
Vuisakha 5 ,  1896(S). 

JYOTIRMOY BOSU, 
Chairman, 

Public Accounts Committee. 



APPENDIX 
summary of main Conclusiom/Recomntendatiom 

-- -- - 
S. No. Para NO. MinistrylDepartment C"ncl~~iOns!~ecommen~atiOIIS 

Concerned 



3. 1.12 M/o Commerce The Committee are conccmed to note that the number of vehicles 
of the Coffee Board has increased from 25 in 1970-71 to 42 in 1972-73. 
The Committee feel that the justification for the increase in the number of 
vehicles necds exL.mination. The Board pro'poses to add more vehicles to 
the fleet by replacing motor cycles provided to the Junior Liaison Officers 
of the Research Department by jeep; gradually and by replacing jeeps 
provided to the Senior Liaiion Officers wi;h cars. In the context of the 
present necd for economy in thc consunlption of petrol, the Committee 
desire that befme nddinR new vchiclc~ to the flmt, the Board s h o ~ i d  
consider whether the actual requirement justifi-9 the need. It should 
be carefully exalnincd whether there is ncrd for 4 cars for the Oacers af E 
the Board at Head Officc and onc car for the Special Oficcr (Promotion) 
in New Delhi. The Comrnittec would like to be informed about the 
economy effected in reducing the number of vehicles. The Committee 
however feel that the field staff should get scooters or Motor Cycles so 
that they can undertake intensive tourins. 

-do- The Committee would like to be informed whether the expenditure on 
purchase and running of vehicles provided to the departments other than 
marketing is provided from General Fund. If the expenditure is met out 
of the Pool Fund. the justification therefor may be explained. 

-do- The Comn~iitee are disappointed to know t!lat there has been mly  
marginal increase in the area under Coffee cultivation since Independence, 



The area has increased from 88,562 hectares in 194748 to 1,39,478 
hectares in 1971-72. The Committee understand that until recently 
there were limitations imposed on the member coun:ries of the hrtema- 
tional Coffee Organisation on the expansion of area under coffee c&~M- 
tion (The agreement expired on 1st October, 1973). 

M/o Commerce At present 61 per cent of the total area under c d e e  cultivation exists 
in Karnataka State, 22 per cent in Kerala and 16 per cent in Tamil Nadu 
and the balance of 1 per cent in other States like Andhra Pradesh, Orissa 
etc. In Andhra Pradesh, as a result of a scheme launched by the 
Fores: Department in 1961 only 1200 acres have been opened to c o f h  
cultivation. It is propased to increase the area to 12,000 acres in that 
State by the end of the 5th Plan. C ~ f f e e  cultivation has still been 
kept in an experimental stase in Assam. Orissa and West B e n d .  'Ihe 
Committee are not at all satisfied with the progress made so far to .c 
expand are,as under coffee. 

-do- The Committee desire that the Coffee Board should immediately draw 
up a time target plan for expansion of area of Coffee in consultation with 
the State Government concerned. 

-do- In Andhra Pradesh where the results of Coffee Production are en- 
couraging and a survey undertaken by the Forest Department has in& 
cated that about 15,000 to 16.000 acres are available in Visakhapatnean 
and East Godavari District for profitable introductim of Coffee, neces- 
sary steps should ;be taken to ensure that this area is brought under 
Coffee cultivation according to the plan and the State Government assist- 



ed financially to the extent necessary. This is more necessary for the 
reason that it will herp extremely backward areas and tribals and other 
backward communities living on them. The Committee desire that the 
Ministry of Home Affairs (Tribal Welfare) should take advantage of 
Coffee development in .the area to mnke a dent in the. problems of high 
unemployment amongst the tribals, low Rages and lack of medial, hous- 
ing and other amenities. t 

Min. of Commerce In the States of Assam, West Bengal and Orissa where W e e  produc- 
tion is still in a somewhat experimental stage, the Committee stress that ,. 
research efforts should be intensified to make coffee production a su- 
within the shortest possible time. Thereafter necessary steps sb t~ ld  be '-' 

taken to expand the area under production. 

-do- The Committee stress that ;he Government should take note af the. 
rise in price of Coffee in the World Market in the recent years. , I n  view 
of the fact that the Coffee production is expected to be a profitable corn- 
mercial pro~osi;ion, adequate allocation should be made for the 
development of the Industry in the Five Year Plan. 

-do- The Committee note that the total production of coffee in- 
from 16,054 tonnes in 1947-48 to 87.000 tonnes in 1972-73. --+I& 
average yield per hectare has increased from 177 Kg. in 194748 to 



495 Kg. in 1971-72. 'The produc:ion of coffee is, however, subje& t ~ ,  
wide fluctuation from year to year. The production which toached aa an 
time record of 1,10,300 tomes in f97O-7f dedined to 69,000 t m e  
1971-72. The Committee understand that the fluctuations could be ie- 
plated by insiallaction of sprinkler irrigation equipment to comb* the 
failures of timely rains (blossom showers) and by larger inputs of fer- 
tilisers. The Committee find that out of an area 80,000 acns that & 
irrigable, the area benefitted under the scheme is 42,991 acres (7,385 
acres for small growers 2nd 35,606 acres for large growers),_ The Com- 
mittee stress that the Coflee Board should take necessary measures to 
bring the remaining 50 per cent or so of the irrigable area under the 
scheme, particularly that belonging to the small growers. The Board 
should also take steps to secure adequate supply of fertilisers and m- 
secticides from the Ministry of Agriculture etc. with a view to increasing 
the inputs particularly bv small growers. The Committee would ae 
to know the action taken by the Board. 

The Committee find that average annual rate of growth of 5.244 per 
cent estimated for 5th Plan period By the k r d  is lower as compared 
with some other important coffee growing countries. The Committee 
stress that the Board should r-ddress themselves to the question d increas- 
ing the average rate of growth rare as wen as the average yieM per 
hectare which is much lower than that of some important countries like 
Costa Rica (1271.96 Kg), El !Mvactar (970,07 Kg.), Guyana 
(975.00 Kg) etc. 

ti- 



- 
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13- 2 ' 5  ~ ( 0  Commerce The Committee regret to observe that the Co& Development Plan 
launched towards the close of 1956-57 with emphasis on bringing *t the 
potentialities of the small holdings has not helped small growefs to 
desired extent as will be seen from the fo11awing: 

(i) The facility of loans under the scheme of the hire purchaoe 
equipment and replantation has been made available, even to hge growers 
who may not merit such assistance and who can afford to borrow from 
market at higher rates of interest. 

c.. 

(ii) Out of total loan of Rs. 507.36 ldhs disbursed upt, 19,273, S 
an amount of more than 50 per cent is accounted for by & p- 
of equipment and machinery scheme. out  of the amount of Rs. 261.95 
lakhs (total 77892 hectares) given under this scheme, the sman 
received only Rs. 159.95 lakhs whilst the large P w e r s  (58561 heaares) 
Rs. 102 lakhs. According to the sub-committee appointed by bard 
to study the problems of smaU growers, more edghtened among 
ters benefit more by such assistance, while those in small growers - 
gory accounting for 97 ' p r  cent of the total registered growers have n, 
carry on by and large on their own. It has been admitted by t& ~~e 
that there has been ditficdty even in organis@ Cooperatives t, 
custom service in equipment like sprinkler to the smaU growers ,who carmot 
themselves afford to go in for this compar2tively costly item. 



(iii) Out of total area of 1,24000 acres requiring replantation accord- 
ing to the Board's estimate in 1964, the replanting loan scheme COW 
only an area of 3,478 acres. According to the Board's estimate an 
of 55,000 acres has been replanted so far by the growers themselves or 
with assistance from other sources. 

(iv) Out of the total amount of Rs. 53.57 lakhs sanctioned 
replanting scheme started in 1968-69 the l a r e  growers received as much 
as Rs. 36,63 lakhs and small growers only Rs. 16.94 lakbs. 

(v) Under the Intensive Cultivation Scheme started in 1956-57 
particularly for small growres, only loans of Rs. 100,68 lakhs have been 
disbursed during the period of 16 years. Out of total planted a m  of 
1,47,260 acres belonging to the registered small holders only area of = 14,965 '(10.8 per cent) acres has been covered under the scheme during w 

the 'period of 16 years. The target proposed for the Fifth Plan is 5,000 
acres involving a total outlay of Rs. 91 lakhs. The slow progress of the 
scheme, the Committee understand, is due to the fact that these loans 
are advanced against the mortage of immovable. property. The handicap 
of the small grower is hi prim indebtedness and difficulty in produch 
documents to establish his legal title. The provision made by the Board 
to permit the borrower to utilise upto 30 Per cent of the loan for dis- 
charge of 'prior debt has often proved inadequate. 

(vi) For repayment of loans, the small ~roweI'S enjoy a meagre con- 
cession of mly & per cent in the rate of interest as compared with large 
growers. The large growers are charged net rate of interest of 73 per 



cent and the small growers 74 per cent. It has bee4 stated that it is 
not desirable to charge a higher rate of in:erest on the loans advanced 
to large growers on the analogy of the approach adopted by commercial 
banks or other financial institutions, as such an approach on the part 01 
the Board is most likely to defeat the purpose for which the plan was 
launched. The Comaittee are unable to agree to this. 

2-46 Min. of~ommerce The Committee are dissatisfied with the working of the Coffee 
Development Plan. ALhough the area under cultivation of small growers 

c. 
(77,892 hectares) at present is larger than that of large growers (58,561 g 
hectares) their total production of coffee is stiU less than &t of lacrn 
growers. Ii is pssible that this is so because small growers have not 
received adequate attention. During the year 1970-71 average yield pzr 
hectare was a3 low as 647.42 kg. in case of small holding as again& 
1021.19 kg. in case of large holdings. In order that the Development 
Plan should have the desired impact on increasing the p e c t i ~ t y  of 
the small growers, the Committee strongly feel that the Developsm& 
Plan needs The Committee desire that a d o n  may be 
taken on the following lines: 



(ii) Large growers who can afford to borrow from commerdd 
banks should either be discouraged from the Developatem 
l o ~ n  schemes or charged the market rate of interest. 

fiii) The Board should with active co-d'peration of the State Gov- 
ernments encourage setting up of ~ O q m i t i v e ~  of ma 
growers which has not been done very mxch so far as that 
they may have the benefit of machinery and equipment which 
individual small growers carmot afford to purchase. 

-do- The Committee note that the principal sum amounting to Rs. 5.14 
lakhs and interest amounting to Rs. 1.24 lakhs in respect of 
loans and principal arnount;tig to Rs. 2.01 lakhs and interest amoun:kg 
to Rs. 0.62 lakhs in respect of intensive cultivation loans were over due 
as on 31st August, 1973. The Committee were informed that there was C4 

nothing like bad debts because the Board has total grip over the crop of 
the individual planters. If so, the Commit.tee are surprised how the 
amounts which became over due during the period as e-rly as 1964-65 to 
1969-70 are still to be recovered. The Committee stress that necessary 
steps should be iaken to recover the over due, amounts of principal and 
interest expeditiously. ! 

-do- A loan of Rs. 1 lakh paid to a Coffee Processing and Co-operative 
2-54 Society during 1964-65 for expansion of its curing and othef facilities was 

repaid by the society promptly. But proposal to pan t  similar lorns to 
two co-operative societies during 1973-74 was dropped as a result of 
drastic cut in funds by ,Government on the Budget gant.  The Committee - * 



~ i ~ ,  of Commerce Although under the Coffee Act the production and distribution of 
coffee is cantrolled by the (3dfe.z Board, the Committee find ;hat in actual 
practice the interest of large growers is playing a decisive role in entire 
operation of the industry. According to information given to the 
Committee, out of 31 f h ~  of pool writs and curers, 8 are owned by 
large growers; besides SOme of the diiectors and share-holders of companies * 
and cooperatives may be large growers. Again the firms owned by or 
having interests of l a  growers purchase coffee in auctim for internal 
consumption and export. The Committee ate of the opinion that 
as it is, the Board is serving the interests of large g r m ~ ~  
and large traders. The Committee desire that GOV-eat should 
look into this Vital a* and ensure that the Board gnknady 
serves the interest of P U ~ C  at large and -men. With tbis 
end in view, Government should review the entire me af 
Board and its statwory committees which have overwhelming representa- 
tion of large growers. The amfi t tee  strongly feel that the represents- 
tion given to the C O n s ~ e ~  a@afly in deciding marketing and * 

should be at par wi'th that of grower as otherwise & p&W 
interest will suffer. 



Th:: committee recommend that pool agency and curing establish- r -do- 
men:s should be taken over fofihwith and no labour raving d e v k s  Eke g 
introduction of polishing machine should be allowed. 

-do- The Committee note that export of coffee increased from 25,071 
tmnes in 1962-63 to 40,lW tonncs in 1971-72. According to the Inter- 
national Coffee Agreement which expired on 1st October, 1973 a quota 
was used to be fixed for export by the membet country each year, the 
quota for India being 25,380 tonne. The increase in the export in the 
recent years was due to the increased exports to non-quota countries 
under bilateral agreements. The Committee are of the view that the 
International Coffee Agreement was not at all  favourable to India even 
in regard to exports, in as much as the exports to quota countries were 
limited to the quota fixed for each year. With the expiry of the - 



3-42 Min. of Commerce From the figures furnished to them, the Committee find that the 
mnual average of prices of ,-offee obtained in export auctions in eatb ii; 
sixties were less than annual a%e=age prices secured in internal a u c t i ~  
(excluding of taxes). although the quality of coffee offered for export a- 
of top quality. However, in the recent years the t m d  is that @her 
prices are secured in export auctions. It has been stated that the Coffee 
Board has some machinery to keep themselves abreast of tbe p- 
world market and fix minimum prices for bids. The Corn- 
are anxious that Indmn Coffee attract a 'prices in the export - 
that is commensurate with i:s high quality. For this purpose it may .be 
necessary to study the actual retail prices in the important c0m-g 
countries besides getting acquainted with the wholesale e. 

22. 3'43 -do- The present system of exporting coffee through PrivMe t* h 
fraught with manipulations by exporters by inter 10~:Xmg @a * 



marketing and blending firms abroad. In case of exports E& 
p a n  Countries thz Coffee Board have from I972 ma& certaia 
directly and going through State Trading Corporation. 
strongly recommend that the Board should canaltse the entire exp9@?- 
through the Coffee Board instead of private channels. Beside;g &.Y- 
Should also explore the possibiities of opening coffee depots for re-.&- 
abroad. For propaganda purpose they should combme their efforts 
with th3t of Tea Board. 



India Coffee Depots and Cooperative Societies was 6 per cent and 1 per 
cent respectively of the total quantity released in the internal -ket. The 
Committee regret that, the revised system has not helped hold the 
price line and  ons sequentially interests of consumers sufferd. 



At present 4 plants in the country are producing instant d e e  
4 0 -  having an installed capacity of about 2,000 tomes. It is regretted that a l m ~ t  

all the four plants are c o n t d e d  by Foreign Monopolists. And the Coffee * 
Board has been unconcerned about this. The actual production d insmt 
coffee had increased from 1361 tomes in 1970 to 1847 tmnes in 1972. 
The quantity sold for internal consumption had increased from 1021 
tonnes in 1970 to 1307 tomes in 1972, but that sold for exports hed 
only inoleased from 232 tomes to 382 tonnes, in spite of the incentives 
given by Government. The bulk of the eworts have been made to USR 
and Yugoslavia. The general feeling of the manufactumr~ is that the ex- 
factory price of Indian instant c d e e  is high and that it is outpried 
by Brazilian East African and other cdfees which sell at considerably 
cheaper rates. The ex-factory price of the instant coffee is stated to be 
RS. 53 per kg. based on the export price of raw coffee. The Committee 
however find it difficult to accept this. In 1969 in connection with sapply of 

- 





-do- The Committee note that the Coffee Board ate Nnning 42 e 
Coffee Depots for retail sale of coffee seeds and powder, 9 E&m@ 
and 3 Coffee Vans as Part of propaganda for increasing consllDlpti'oa @ 
coffee in the internal market. Considering the projected increase in. 
production in the coming years, the Board propose to intensify the pro- 
~aganda efforts f s  intemil Consumption by increasing the number 0f 
coffee depots from 42 to 101, coffee houses from 9 to 31 and co- v o ~  
from 3 to 21. The total expenditure on internal publicity is expect& te 
increase from Rs. 24.90 lakhs in 1973-74 to Rs. 86.55 la& in 197fj-79. 
The Committee are surprised that while the Board a- alive to some 
extent to the problem of publicity and propaganda in the i n t d  market 
they are not paying the same attention to the external publicity. The 
expenditure on external publicity is proposed to b, increased h r n  Rs. 4 
lakhs in 1973-74 to Rs. 9 lakhs only in 1978-79. The committee 

C1 appreciate that in the past in view of limited quota for export fixed by 
the International Coffee Ch.gmisation, there was not mqch scope far 
external publicity. With the recent termination of quota system, the 
Committee feel that the situation requires greater attention to external 
publicity than internal publicity with a view to not only sustaining the 
present level of exports but increasing them substantially. The effat 
should be to substantially divert the surpluses of production expected 3n 
the future years to exports. With this end in view, the Committee M e  
that the Board should carefully examme what export promotional mas1VG8 
to boost exports of both raw and processed coffee are mwsary. In the 
opinion of the Committee, considering the high quality of Indian ccffee, 
this task should not be dificult. To begin with, proper marketing 
research in various coffee ~ o m ~ m i n g  countries may be undertaken. 

----- 





Do The Committee are surprised that 27 worke-s are emp!oyed in 
Coffee Houses on daily wages. The Committee desire that prompt action 
should be taken to make them regular, and future appointments &uld 

N only be on those lines. ba 

Do The Committee regret to note that coloured 35 MM film 
entitled "Coffee country" produced in September, 1966 for increasing sale 
of Indian Coffee within the country and abroad has not yet been reduced 
to 16 MM and dubbed m foreign languages for exhibition abroad. The 
Committee desire that necessary steps should be taken to have the 
reduction film prepared and dubbed expeditiously. 

DO While the Committee appreciate the work done by the Research 
Department in the field of plant breeding, plant protection and plant 

they regret that the results of the research work have benefitted 
only the large growers. The extension services of the Coffee Board till 

--- .... - ~ -- 
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arabica was in greater demand i n  foreign markets as compared to robkta 5 
which fetched lower prices. The position has changed during the last 2-3 
vears. A proposal to set up a research centre for robusta is awaiting 
approval of Government. The Committee are not satisfied with lack of 

to the research work on Robusta in the past merely because it 
fetched lower price in foreign markets. The C~mmittee desire that the 
research effort towards Robusta should be intensified. 



should be provided to the Research Department to carry out its a c t i i t i e  
that are particularly helpful to the small growers. 

Do. The Committee have been informed that experiments are wig 
conducted for cultivation of coffee in Assam, &issa and Andamans since 
fifties under the supervision of State Government Departments.  he 
officers of the Research Department have only occasionally rendered 
advice to the State Government authorities. The Committee desire that 
Research Department of the Coffee Board should seriously guide these 
experiments with a view to producing tangible results. The Board should 
establish t h e i ~  own demonstration farms Or depute some research staff 
to these S:ates like Andhra. Oris% etc. 

The Committee desire that the Pay scales of scientists and Do. research staff of the Coffee Board should be comparable with those in the 
other organisations like Indian Council of Agricultural Research. 

DO. m e  Committee are dissatisfied with the non-utilisation of sn 
equipment (Stigmatic grating spectrograph) for the last about 7 years for 
want of a trained hand who had been deputed for higher studies at 
1.A.R.I. While the Committee appreciate the difficulty in getting persons, 
trained for the sophisticated equipment, this position should not be 
allowed to continue for several years. It is no satisfaction that the equip- 
ment is still in working order, if the important research for which it was 
meant has suffered for a long period. The Committee suggest that in 
f u t u ~  at least two persons should be trained in handling such equipment, 
so that if one is away the work may not suffer. 



39 6 . 1 8  
Coinmerce The Conimittee are disappointed at the manner in which the 

land for the Research Station, Chethali was purchased in 1947. Ten 
years after the purchase, it came to notice that a part of the land (3.65 
acrcs) was encroached upon by the original owners. But even at that la& 
stage. no action appears to have been taken the bard  to vacate the 
encroachment although the legal Advisor had advised that if the party 
retained the property for over 12 years it would be difficult to evict it 
due to the law of limitation. It was only in 1967 hat the State Govern- 
ment authorities were moved in the matter. The attempts of the Board 
to have the name of the owner deleted from records have not been 

N successful and a civil suit is now proposed to be filed. The Committee 
hope that this wijl be done without delay. The Committee desire that it 
should be examined whether responsibility can be fixed for the failue of 

the officers in this case. The Comaittee would like 10 be informed 
about the action taken. 

Do. The Committee are concerned over the delay in ~ t i l i sa t io~  of 
the pants paid by Board to the State Governments of Myme and Ke& 
for cbnstruction of wards, supply of equipment and provisik of a d d i h a  
he& in hospitals. In the case of grants paid during the y e m  1961-62 
and 1964-65 to 1969-70 amounting to Rs. 1.38 lakhs, utilisation certi- 
ticates are s t 3  awaited. It is stated that in 5 cases funds involving 
RS. 35.038 have been fully utilised but the utilisation certificates ate 



await&. Tht Committee desire that necessary steps should be taken to 
ensure in t& c m ~ g  12 uases that the funds are utilised early f c ~  the 
purpose intended and utilisation certificates in all cases rendered 
Board. 

DO. The Committee are thoroughly disappointed at the perf0manoe 
o the Board in regard to grants paid by the Board for labour welfm 
measures i.e. medical aid and educational stipend. The donation of the 
Board for medical aid decreased from Rs. 1,40,000 in 1964-6s to 
RS. 80,000 in 1973-74, while that for educational stipends decreased 
from Rs. 2,96,301 in 1964-45 to Rs. 2.25,000 in 1973-74. In 1973-74 
the Board had asked for an a ~ ~ % ~ u n t  of Rs. 4 lakhs but ody  b. 2.25 la& 
was sanctioned by Government. The Committee feel that even a grant 
of RS. 4 lakhs sanctioned fbr the purpose would hardly make any real 
impact on W e  two limited aspects of welfare, considering that about 
2.5. lakh workers are employed in the coffee industry. The Committee 
strongly recommend that Government should increase the grant sub- 
stantially on a per capita basis. 

DO. The Committee have be& infarmed that under the Plantation 
Labour Act, it is ob l i~ tory  on the part of planters to provide amenities 
tu workers on &flee Plantations and it was essentially a State subject. 
During their visit to some Coffee Plantations and Curing works by thc 
Study Group of the Committee, they were informed by workers about I x ~  
of amenities, poor wages and under-employment during off season. The 
Committee strongly feel that the Board cannot absolve themselves of the 
responsibility in this egard, as one of the functions of the Board is to 

- - ---- 



secure better working cdditions and the provisions and improvement of 
amenities and incentives f6i workers. The Committee, &refare, suggest 
that the Board bhould pay"setbus attention to this matter. 

~1 (;c,m nerce The Committee are distressed to note that even in the bard 's  
own establishments, the waking conditions and amenities to workers and 
staff are not satisfactory. In a Memorandum submitted to the Committee, 
t h ~  staff of the Central Cofiee Research Institute, have brought to notice 
certain difficulties, such as: 

(i) lack of proper shopping facilities at the remote station; k 
(ii) inadequacy of f r i n ~  benefits fixed for the st& long time bart 

and aced to extend these benefits to all the staff working in 
the Coffee Demonstration Farms situated in remote hilly 
areas; 

( i i i )  need to extend local compensatory allowance to class IV st@; 

The Committee desire that these problems shoaid be care* 
cxamined and necsssary steps should be taken to ameliorate the Mid- 
ties of the st& working in remote places. I 



Do. The Committee also suggest that the pay scale of the staff of 
the Coffee Board should be brought to the level of other such bodies 
through rationalisation of Pay scales immediately. The Committee is 
unhappy to hear that it is pending since 1972. 

Conclusion 

Do. As it is constituted at present, the Coffee Board is szrving the 
interest of large growers and big traders. The BGrd and its Statutory 
Committees have over-representation of large growers. some of whom have 
also interests in Pool Agencies-cum-Curing Works and the firms engaged 
in purchase of coffee in Pool Auction for internal consumption and exports. 
The present structure of the Board and its Statutory Committees needs 
to be changed and the consumers should be given representation at par 
with the rowers SO that the Board serves the interest of the public at 
large and the consumers. 

Do. Since its inception, no evaluation has been made of the wrkixig 
of the Coffee Board. I t  is desirable that the working of the Board &ould 
be evaluated by an independent expert commission to assess how far the 
Board has fulfilled the objectives and to suggest improvements for future. 




