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Finance and Development Corpo-
ration;

(2) Ninth Report on reservations for
and employment of Scheduled
Castes and Scheduled Tribes in
National Buildings Construction
Corporation Limited.

13.41 hrs.

The Lok Sabha then adjoured for Lunch
till
Forty-five minutes past Fourteen of the
clock

The Lok Sabha re-assembled after Lunch,
at
Fifty-two minutes past Fourteen of the
Clock

[MR. DEPUTY SPEAKER in the Chair]

CALLING ATTENTION TO MATTER OF
URGENT PUBLIC IMPORTANCE

Resentment in Andhra Pradesh over low
prices for V.F.C, tobacco

[English)

PROF. UMMAREDDY VENKATES-
WARLU (Teali): Mr. Deputy Speaker, Sir, |
call the attention of the Minister of Com-
merce to the following matter of urgent public
importance and request that he may make a
statement thereon:— :

“Resentmentamong tobacco grow-
ers in Andhra Pradesh over low
prices for V.F.C. tobacco.”

THE MINISTER OF STATE OF THE
MIISTRY OF COMMERCE (SHRI P. CHI-
DAMBARAM): The Tobacco Board con-
ducts auctions at its auction floors in the
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States of Andhra Pradesh and Karnataka,
where the tobacco growers bring there to-
baccoforsale. The cigarette manufacturers,
the exporters and other tobacco traders
authorised by the Tobacoo Boardparticipate
in the auctions and buy tobacco. The auc-
tions in Andhra Pradesh commenced this

~ year from 14th February, 1992. There are a

total of 23 auction platforms.

After assessing the domestic demand
and expor potential, the Tobacco -Board
authorised this year for Andhra Pradesh a
crop size of 124.83 million kg as against a
crop size of 89 million kgs last year. | may
point out that this figure of 124.83 million kg
was against the original plan of the Tobacco
Board to authorise a crop size of 145 million
kg andthe growers applications for registra-

" tion amounting to approximately 133 million

kg.

Till the year 1990, the average price at
auction platforms in Andhra Pradesh did not
exceed Rs. 17 per kg. In fact, in 1990, the
average price was only Rs. 14.69 perkg. In
1991, there was a sharp rise in demand and,
therefore, the average price in auctions in
Andhra Pradesh increased to Rs. 33 perkg.

However, this year there has been a
decline in the average price in the auctions.
As on 17th April 1992, atthe end of the 10th
week of auctions, the average price was Rs.
30.22 per kg as against Rs. 32.66 per kg
during the corresponding period of last year.
This is against the Minimum Support Price
(MSP) of about Rs. 16 per kg fide by the
Commission for Agricultural Costs and Prices
and the Minimum Guaranteed Price (MGP)
assured by the trade of Rs. 18.50 to Rs.
21:50 perkg. In view of the decline in prices
as compared to last year, there has been
resentment among the growers.

The Chairman, Tobacco Boardhasbeen
intouch with other members of the Tobacco
Board including representatives of growers
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and traders. The Chairman has alsobeen in
touch with the traders, including escorts and
cigarette manufactures. The Tobacco Board
convened an emergency meeting of the
Boardon 23rd April 1992, totake stock of the
situation and to consider appropriate meas-
ures to help stabilise the prices.

The decline in prices has come about
due to a variety of factors. There has been
higher production this year in some of the
cometing countries such as Brazil, zimbabwe,
Malawi, Argentina and Mexico. The Rus-
sians have so far contracted only 15,000
metric tonnes as against 25,000 metric
tonnes envisagedin the Indo—Russian Trade
Protocol for 1992. The UK merchants , who
are among our major buyer, have been less
active this year. Following the recent current
devaluation in Zimbabwe, Indian tobacco is
facing stiff price competition from that coun-
try.

As aresult of the efforts of the Tobacco

Board, the traders have assured to improve
the price . For F1 grade the traders have
offered a price of not less than Rs. 32.50 per
KG and appropriately adjusted prices for
other grades. Government is also in touch
with the Russian Government and it is ex-
pected that the Russians will make further
contracts very soon.

The interest of the tobacco growers is
uppermost in the mind of the Government.
Government , through the Tobacco Board,
has taken all possible steps to promote an
amicable settlement between the traders
andthe growers. Having regardto the devel-
opment in the last few days and the offer
made by the trade, the Tobacco Board has
decided to resume the operations in all the
auction platforms. Growers have expressed
their desire to bring their produce 1o the
platforms. Arrangements are being made to
help the growers bring their produce to the
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plattorms,. Government expects that the
prices will stabilise and normalcy will be
restored soon in the auction in Andhra
Pradesh.

PROF. VENKATESWARLU UM-
MAREDDY (Tonali): Mr. Deputy Speaker,
Sir, | am particularly thankful to you for
having given the opportunity to discuss this
very important issue. The Tobacco gorwers
in Andhra Pradesh have been facing a lot of
stress particularly dueto the declining prices
oftobacco. Tobacco is one of the very impor-
tant commercial crops grown in India. About
80 per cent of the crop is grown in Andhra
Pradesh only which is fetching about Rs.
2600 crores to the exchequer inthe shape of
excise duty and is earning more than Rs. 3
crores towards the foreign exchange. When
the crop is such an important one then not
only the auctions are being regulated and
conducted by the Tobacco Board even the
crop size and the production quantum is
determined by the Tobacco Board. It is un-
like other crops.

Now, as the Tobacco Board is conduct-
ing auctions and as it is overseeing the
auction; coordinating between the traders
andthe growers and determining the size of
the crop, the Board virtually exercises total
regimentation. The Board register and au-
thofise the growers and also determines the
crop size from year after year. Two factors
are taken into consideration while determin-
ing the crop size, that is, the domestic con-
sumptionandthe extemal demand. Keeping
in view both these things the crop size is
determined.

During the year 199091 the production
of tobacco was hardly 89 million Kg. Unusu-
ally, this year at the beginning of the season
there was an indication that the external
purchases, particularly from the U.K., mar-
ket will be high.
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15.00 hrs

There is an indication from the U.K. market
that their purchases would be to the tune of
63 million kgs. and accordingly the cropsize
was fixed originally at 145 million kgs. So,
that was the size which was fixed by the
Tobacco Board. t normally gives a signalto
the growers that there was a huge demand.
The demand will be to the extent of the total
supply or the production that will be made in
the country. As against 145 million kgs. that
has been originally planned, the crop size
was only 122 million kgs. to 125 million kgs.
for various adverse climatic conditions dur-
ing this year. The farming community or the
growers are in a dilemma whetherthis year,
it is going to be a buyers' market or a grow-
ers' market. They are in a dilermma whether
the crop that is being produced this year,
thatis, tothe extent of 125 million kgs. which
will be about 40 per cent over and above the
last year's production of 89 million kgs. and
whetherthe average price offered last year
would be retained even during this year also
in the market.

15.01 hrs.
[RAO RAM SINGH in the Chair]

Fortunately, our hon. Commerce Minis-
ter had visited Guntur on 26th December,
1991 and he had attended our first Board
Meeting also. Then, the hon. Commerce
Minister had addressed the growers who
had gathered at the Tobacco Board Office at
Guntur on 26th December, 1991.

Sir, confirming the hope that had been
given by the Tobacco Board for increased
production of tobacco, the hon. Commerce
Minister also said that this particular year
also the price of tobacco would be the same
as was fetched last year, that is Rs. 33 per
kg. He had also promised that during this
year, the Russian market is also going to
purchase once again a higher quantity. He
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had also mentioned that our hon. Prime
Minister had a dialogue with the Chinese
Prime Minister and hence there is a possibil-
ity that we will get orders from China also
during this year. Keeping all these things in
view, he had assured beyond doubt that the
average price will be more than Rs. 33 per
kg. even during this year.

The hon. Minister has also gone to the
extent of authorising the Tobacco Board to
register the barns which were unauthor-
isedly constructed so that the corp that had
been grown can be regulated and can be
routed through the auction platforms only.
The number of auction platforms had also
been increased from 19 to 24 during this
year in order to meet the demand.

When this is the situation and when the
hon. Minister had given this much assurance
to the farming community, the farming com-
munity had lot of hopes. Subsequently, the
had also mentioned that he will visit again
the area in the month of February, after the
auction platforms are opened andwhen they
start functioning. Sir, unfortunately, | do not
know the reasons why the hon. Minister did
not pay a visit again to Guntur to review the
situation of the auctions that are going on.

Last year, the average price was Rs. 33
per kg andduring last year, when the market
was opened, it had starnted at a low price of
Rs. 24 perkg. andgradually, increased even
to the level of Rs. 40 to Rs. 45 per kg to the
higher grades. Finally, the average price in
Andhra Pradesh was Rs. 33 per kg. and in
Karnataka it was Rs. 42 per kg.

Unfortunately, cntrary to the last year's
price trend, this year the market started at
higher rate of Rs. 30 or Rs. 31 per kg; and
gradually it started declining even to Rs. 24/
- or Rs. 23/- also. The growers were caught
in panic; and since prices are in downward
trend, they started agitating that the To-
bacco Board should come to the rescue of
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the farming community. This agitation was
started by stopping buses and conducting
rasta roko, etc. And looking at the plight of
these people, we, as Members of Parlia-
ment, raised this issue on the Floor of this
House. Onthe 6th of April, during Zero Hour,
we drew the attention of the Government to
the downward trend of the price of the to-
bacco andthe agitation of the tobacco grow-
ers in Andhra Pradesh.

Besides that, on the 3rd of this month,
we drafted a letter and thought of calling on
the hon. Commerce Minister as well as the
Prime Minister. That letter was signed by all
the Members of Parliament. Then we sought
an interview with the hon. Prime Minister,
but, untortunately, we did not get an inter-
view with the hon. Prime Minister since he
was very busy in the Plenary Session ar-
rangement; and unfortunately, our hon.
Commerce Minister was also away fromthe
country andwe could notevenmeet him. But
we handed over this letter to the respeclive
offices.

On 8th of this month, we called on the
Deputy Minister of Commerce along with
some ol the growers who had come irom
Andhra Pradesh; and we had explained the
situation. He had firmly assured us that he
would look into the matter.

Right from 6th onwards, | have been
daily contacting the office of the Tobacco
BoardatGunturontelephonefromthis place.
On 8th, the Executive Director of the To-
bacco Board told me that the market price
prevailing that day was around about Rs. 26
per ka. When he called a meeting of all the
traders; and the traders seemed to have
assured that about Rs. 30 per kg will be
given. This is the impression that had been
given to me by the Executive Director of the
Tobacco Board. But unfortunately, the next
day the price had gone down by another Re.
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1 or Rs. 2: and it had gone down even upto
Rs. 24/-, So,that was the attitude of the trade
and the dismal that has been played by the
Tobacco Board can be very well seen here.
Even when the Tobacco Board itself had
taken anassurance fromthe tradersthatthe
prices will be increased, the next day the
prices hadgone downby Re. 1to Rs. 2/-. Se,
whenthatwas the trend. when we asked the
Board, they expressed their helplessness:
they expressedtheirinability toconvincethe
trading community.

MR. CHAIRMAN: Accordingtotherule,
you can ask for one or two clarifications on
the Minister's statement. But you are mak-
ing it a regulardebate. Most of the things you
are repeating what the hon. Minister has
said. So, kindly ask for clarifications.

PROF UMMAREDDY VENKATES-
WARLU: The hon. Minister in his statement
has conveniently avoidedcertain facts. When
he could mention about MSP and MGP, |do
not know why he has not mentioned about
MEP, minimum export price that is prevail-
ing. This year, the MSP has been increased
only by 710 8 percent over last year; whereas
the minimum expor price has been increased
by 50 per cent. this evidently showsihat the
traders are getting a very high price fromthe
foreign countrieswhenthetobaccois soldto
foreign countries.

So, when a meeting of the Board of
Directors was convened on the 23rd of this
month, a resolution was passed that the
Tobacco Board should also enter into the
market; and the market intervention should
be there even by the Tobacco Board to mop
up the excess production of this particular
year.

In the statement given by the hon. Min-
ister, the resolution passed by the Board has
not been mentioned. He only conveniently
says that the traders have agreed to pur-
chase tobacco for Rs. 32.50 perkg. Here a
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resolution was passec‘:{ on the 23rd of this

month in the Tobacco Board that the To-

bacco Board should enter the market and it

should purchase the tobacco at the rate of
- Rs. 3.250 per kg. which has been calculated
basedonthe MEP after deducting cosis and
other items including the losses. This has
been unanimously adopted in the Board
meeting. The Board sought permission duly
requesting the Union Government tc give
Rs. 50crores as revolvingfund, interest free,
This has not been mentioned here.

Unless the Tobacco Board enters and
“makes purchases to keep aside the sumplus
production, the prices will not prevail at Rs.
32.50. Justto tide overthe present situation,
' the traders agreed upon to offer Rs. 32.50.
they said that they wou!d offer Rs. 30 on 9th
of this month but offered oniy Rs. 26. So,
they had failed on their promise earlier. In
view of that, unless the Tebacco Beard en-
" ters into the market, it will not at a‘i be
possible to stabilise the market prices. This
,should be taken into consideration

The second aspect is Russian market.

Twenty-eight thousand million kg. was a

trade protocel, agreement signed. Only
15,000 million kgs. had been conlracted so
far. The rest of the 10,000 millionkgs has not
so farbeen contracted. Unlessthe Tobacco
Board comes into the market, it will, not be

' possibletotake awaythe surplus production
and to stabilise the market. In the interest of
the farming community, we will have to look
at this respect.

I may also bring to the notice of the hon.
Minister that the cost of cultivation had gone
up by about 30 to 40 per cent this year. Due

" to hike in the price of fertilizer, hike in the
price of coal and in all other charges like
labour, the increase is about 40 percent. On
an average, this year the cost of cultivation
has come to Rs. 30,000 to Rs. 34,000 per
hectare. And the average production , which
has been calculated by the Board, is about
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tentonnes per hectare. Whenitistentonnes
per hectare, the cost of production pertonne
itselt comes tc Rs. 3.00C to 2.400 on an
average. Whenthetraders are gelting a very
high price from the foreign countries, whey
should notthe growers be given a major part
of that particular price? It is only far this the
farming community hao gone on agitation

You kraw, Sir, the growers themselves
agitated and convened 2 meeting on 13th
where the leaders of 2l the parties. s cluding
Congress (i;, CPI. CPM BJP had altended.
And we were convinced abauttheirdemand.
The demanc of the farming community is
thatthe Tonacco Eeardchould enterintothe
mar«et. Ang this should be complied with.
Also asumoiRs. 53 crores should be given
to them as revolving tund. The Tobacco
Board must come to the resuce of the farm-
ing community

SHR! G M.C, BALAYOG! (Amalapu-
ram). Mr. Chairman, Sir, | thank you for
gving me this opportunity.

The Taobaccogorwes o! AndhiraPradesh
neld a convention on 13.4.92 and passed
certain resolutions. The hon. Minister's siate-
ment did not contain those resolutions. In
this regard lwould like to ask some clarifica-
tions fram the Minister.

The demanas of growers are:—

1. Immediate release of remaining 13
milhon Russian orders among the
STGC, small packers and traders.

2. The Central Government must press

) the STC into the market to purchase
the Tobacco so as to create buoyace
in the market.

3. The Government must also consider
askingthe Tobacco Beard, Commer-
cial Wing, to enter the market to pur-
chase certain amount of Tobacco to
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create competition and to stop ex-
ploitation.

4. The Tobacco Growers’ Cooperative
Union may also be given reasonable
export order and the State Govern-
ment should come forwardto provide
marginal money for the Cooperative
Union.

5.  The Tobacco Boardsnouldberecen-
stituted to increase the representa-
tion of the growers.

We request the hon. Minister to imme-
diately intervene inthe matter and call for an
emergency meeting of Tobacco Board and
the growers representatives along with the
representatives of political parties to review
the situation and to decide the future course
of action.

SHRI SOBHANADREESWARA RAO
VADDE: (Vijayawada): Mr. Chairman, Sir,
without repeating what my colleage, Shri
Venkateswariu Ummareddy has stated. |
would like to seek some clarifications from
the hon. Minister.

Is it not a fact that the Tobacco Board
and the Ministry of Commerce did not have
a clear perception of the likely quantum of
export oftobacco fromourcountrythis year?
The hon. Minister while replying to a ques-
tion which he answered on 23 August, 1991
to my colleage, ShriS.M. Laljan Basha. had
stated that the estimated likely quantum of
tobacco that may be exported is 74 million
kgs.

The hon. Minister for Commerce stated
on the floor of Rajya Sabha on 3rd Decem-
ber, 1991 that the Government s estimating
that the domestic requirement will be 73
millionkgs and the likely quantity of tobacco
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that may be exported this season will be 85
miilion kgs. Inthe matter of four months, the
Government has thought that the export
quantum will be enhanced by another 10
million kgs.

You are well aware, Sir, as a Kisan that
every other section is trying to exploit the
farmers of this country an in this particular
case it is the Commission and omission of
the Tobacco Board that is primarily respon-
sible for this sorry state of affairs which my
colleage has narrated.

The hon. Minister when he came to
Guntur, he said, 'our tobacco should not be
sold at less prices than the tobacco fromthe
other countries an we are happy that he has
taken steps to enhance the minimum export
price which will also have a bearing on the
price that will be realised by the growers,
Earlier our tobacco was being sold to the
erstwhile Soviet Union at far less prices
when comparedtotobacco from othercoun-
tries. We are happy that you have enhance -
it by S0 per cent. for different grades. For
example, you have increased it from Rs. 40/
- to Rs. 63/- in one grade and, of course,
similar increase in other grades also. In this
connection, when the cost of cultivation has
increased, as my friend has said, what diffi-
culty the trade has to agree to pay the price
which is not less than the last year's price,
which you promised in the last week of
December at Guntur.

In respect of Russia, it is 50 percent, in
respect of U.K. itis much more and in respact
of Gulf countries - my information is subject
to correction - it is more than Rs. 100 per kg.
So, while that is the situation, there should
be no problemforthe Indian exporters orthe
cigarette manufacturers or the big compa-
nies to pay at least the price they have paid
last year. Though you have given some
figuresthatearlieritwas Rs. 17 and last year
they have given Rs. 33/, which is all right.
But have they given out of love? Do you
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mean to say they have incurred a loss? |
think, certainly not because of the readjust-
ment of the value of the rupee in the interna-
tional market because the dollar was fetch-
ing more rupees and inspite of paying the
higher price tothe farmers, these exporters,
these big companies, these multinationals,
the cigarette manufacturers were getting
huge profits and very handsome profits also.
This year with your benevolent decision of
increasing the minimum export price, they
have been benefitted. Myself and Dr. D.
Venkateswar Rao met you and we discussed
foralong time with you in your chamber. You
talked to the Tobacco Board officials also.
My submission s at presentthe traders have
come forward to purchase at Rs. 32.50 per
kg. for F-1 grade. Correspondingly, for F-2,
F-3, and down grades, this will be far less -
Rs. 26, Rs. 25, Rs. 24 and like that. The
average price that can be realised will be far
less than whatthe farmers had got last year.
After all, it is the London Chamber of Com-
merce which has asked the Tobacco Board
that they will be requiring so much huge
quantity of tobacco this season, and believ-
ing theirword, without any firm order, without
any firmcommitment, you have simply asked
the farmers to raise more tobacco. Why
should the Tobacco Boeard fail in brining to
task the London Chamber of Commerce and
the exporters to U.K. and tell them that
because they have given their requirement,
the Government has asked the farmers to
raise more tobacco? Why should the farm-
ers of ourcountry sutfer? lf they deceiver our
farmers like this, next year thay will not be
able to get tobacco from our country. Why
nottha Boardsay that? Why notthe Govern-
ment take them to task? Of course, | do not
say that the Government has not done any-
thing, but still more efforts are required to be
made. You should say that Rs. 32.50 should
be not for F-1 grade but it should be the
average price. That means the upper grade
must get higher price and the lower grade
should get lower price, butthe average price
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should in no case be less than Rs. 33 or Rs.
32.50.

MR. CHAIRMAN: Please conclude now.

SHRI SOBHANADREESWARA RAO
VADDE: | am just seeking some clarifica-
tions, Sir.

ITC said they want 54 million kg., the
National Tobacco Company said they want
13 million kg. and the Golden Tobacco
Company said they want 6 million kg. But
what is that they have purchased till now?
They have not purchased even twenty five
per cent of their stated requirement. They
want to purchase at very very throw away
prices. Their profits are bulging butthey want
tocheat the farmers, they want to exploit the
farmers. The farmers will not tolerate this
kind of exploitation. | submit to the hon.
Minister to use his good officers. If he still
exerts some more pressure on the Traders
Through Tobacco Board, they have to pur-
chase. They have no other option.

There is an Andhra Tobacco Growers
Cooperative Union, Ongole which has played
a constructive role in times of some crisis
which had occurred earlier also. They have
entered the market, they have paid higher
price for the tobacco. Just because of their
entry, because of their participation, these
big companies also are forced to pay higher
price. In that, way, to some extent, the inter-
ests of the tobacco growers were protected
by the Andhra Pradesh Tobacco Growers
Cooperative Union, Ongole. The Tobacco
Board has recommended to you that out of
the balance tenthousandtonnes ordertobe
placed by Russia at least two thousand
tonnes should be given to the A.P. Tobacco
Growers. Of course, in our presence, you
also instructed the concerned officials to use
their good offices to see that that Russian
Foderation is given two thousar.d tannes. |
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once again urge upon you, through the
Chairman, that that should materialise.

You were also earlier somehow not
convinced about establishment of tobacco
trading corporation. Whenthere is TeaBoard,
there is Tea Trading Corporation why you
are were not so agreeable 10 setling up of a
Tobacco Trading Corporation? Tobacco
products are giving Rs. 2600 crores to your
exchequer and you are getting nearly Rs.
200 crores to Rs. 300 crores in foreign ex-
changes. Always only at times of crisis, the
farmers make a lot of noise and then, to
some extent the Tobacco Board or the STC
may enter the market. But there is no tool-
proof arrangement to protect the interests of
the tobacco growers, because of whose
efforts you are getting so much income.This
isthe itemwhich s giving highestrevenue to
the Central exchequer - Rs. 2600 crores per
year.Then why do you leave it to the mercy
of the traders? Why don't vou either amend
the Tobacco Board Act or set up a Tobacco
Trading Corporation to take up commercial
operations, commercial purchases? Already
we are having all necessary infrastructure
with our Tobacco Board. The officials are
there; the scientists are there; the techni-
cians are there. Very eminent people are
there. You utilise their services. That will
definitely help the tobacco growers in com-
ing over certain crisis.

Sir, | also want to seek a clarification
frgm the hon. Minister. The recommenda-
tions of the Tobacco Board for minimum
exportprice is approved by the Government.
Itis O.K. But why do you ask the C.A.C.P.
people to give minimum support price? You
know that this C.A.C.P. recommended the
minimum support price of Rs. 16 per kilo-
gram. As awheat farmer, as a rice producer
you know that their recommendations are
not at all relevant to the tactual position.
They proceed on statistics which were col-

APRIL 27, 1992

prices for VFC Tobacco 524

lected five years back and for that they will
simply add some percentages and do some
calculations and they will then recommend
some price to the Government. When you
think it fit that the Tobacco Board is compe-
tent to recommend minimum export price,
why do you not delete the power of recom-
mending minimum support price from the
C.A.C.P. and ask the Tobacco Board to
recommend the minimum support price? It
shouldbe done because they arethe people
who are at the root of the problem; because
they are on the field and they will be in the
bestknow of the things as to what is the cost
of cultivation, what are the sufferings of the
farmers, what is the average production in
different areas. They are the best judges
rather than the C.A.C.P. which is located in
Delhi. This organisation is absolutely - this is
not the forum and you do not give me the
time and this is not the right occasion; but |
am very confident with my little experience
with this organisation - not competent norit
is doing any service to the farmers. |, there-
fore, urge upon the hon. Minister to bring a
change in respect of the minimum support
price.

| want to bring one more point to the
attention of the Government and to the no-
tice ofthe hon. Minister. You haveincreased
the minimum exportprice by 50 percent. But
my information is that the Russians have
agreed to pay 8 per cent more than the
minimum export price which the Govern-
ment has recommended. In view of these
facts my humble submissionis that you must
- and you should, because you have prom-
ised (Interruptions) he has kindled the hopes
of the farmers, of the tobacco growers that
they will get a price not less than the price
they have arrived last year - do something. |,
therefore, urge upon the hon. Commerce
Minister to see that the average price of Rs.
33is given to the farmers and until such time
the farmers will not be satisfied. This year -
unlike inthe previous year - the main respon-
sibility is on year shoulders, because it is on
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your advice they have grown more tobacco.
That means, the Tobacco Board, which is
yourbody -whichis ourbody - is responsible
for this enhanced tobacco production. You
must notshirk your responsibility and should
see that the average price of Rs. 33 per
kilogram is given. With these words | thank
you for giving me the opportunity.

MR.CHAIRMAN: Would the hon. Minis-
ter be pleased to reply?

SHRI P. CHIDAMBARAM: Mr. Chair-
man, | am grateful to the hon. Members, Dr.
Ummareddy Venkateswarlu, Shri Balayogi
and Shri V. S. Raoforraising this subject and
calling the attention of the Governmenttothe
resentment amongst tobacco growers in
Andhra Pradesh.

Much of what we have discussed today
was discussed in my office when Shri Rao
and his colleague Shri Venkateswara Rao
called on me a couple of days ago. I run an
open office. There is no secretinwhatwe do.
In his presence. | spoke to the Tobacco
Beard; | spoke to various officials; accepted
some of their suggestions and gave certain
instructions. Actually, among the three
Members, at least ShriV.S. Raoknows what
I havedone in the last few days and he is fully
aware of the steps we are taking.

Let me deal with some of the issues
which have been raised. The first is about
the crop size. Last year the size of the crop
was 89 million kilogrammes.There was a
sudden spurt in demand last year. Russians
bought more than what they had envisaged
inthe Protocol and, also, international prices
went up sharphy as against an average price
of only Rs. 14.69 in 1990 and a price which
never exceeded Rs. 17 in any year in the
past.

Last yearthe average price at the end of
the season which is approximately 19 or 20
weeks was Rs. 33 per kg. The prices of
tobacco in Kamataka are much higher than
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the prices in Andhra Pradesh because Kar-
nataka grows tobacco in light soils and that
has a wider international market. Even in
Andhra Pradesh, Sir, the problem is not
about all tobacco, it is about black soil to-
bacco:the light soiltobacco is still being sold
today, eight auction platforms are function-
ing and the farmers are getting an excellent
price for light soil tobacco and the hon.
Members are aware of that. But the problem
is about black soil tobacco. So, when prices
go up, we are aware,Sir, there is a natural
tendency forfarmersto saythat 'since prices
have gone up this year, let me grow tobacco
next year. The demand from farmers, they
aggregate demand for registration came to
133 million kg this season. The Board initially
recommended 145million kg. crop size. We
intervened andsaid, there are developments
inthe Soviet Unionwhich are ratherworrying
and therefore, it may not be wise 10 have
suchalargecropsize anditis atthe instance
of the Ministry of Commerce that the size
was reduced and finally what was author-
ised was 124.83 million kg. Eventually, the
crop turns out to be about 122 million kg.

But let me recall what happened in this
hon. House on the 23rd of August 199. One
hon. Minister said, and | quote him: “The
traders have brought a lot of pressure on the
Tobacco Board as well as on the Production
Committee to increase the quantity of to-
baccotobe produced which is detrimentalto
the interests of the farmers. Willthe Govern-
ment re consider andtake appropriate steps
to see that this original target of 120 million
kg is adhered t0? | would like to know from
the hon. Minister whether the Government
will consider etc. etc.’ This request that ‘we
should adhere to a target of 120 kg alone
was made by none otherthan ShriV.S. Rao.

SHRiI SOBHANADREESWARA RAO
VADDE: Mr. Chairman, Sir, |amvery happy
the hon. Minister referred to it. In the shornt
time which was given by you | did not men-
tion that.
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MR. CHAIRMAN: Youcometothe point.

SHRI SOBHANADREESWARA RAO
VADDE: | am coming to the point. itis in the
Tobacco Board it was resolved for 120 mil-
lion kg and later the Production Commitiee
has enhanced this to 145 million kgs where-
upon during that Supplementary Question |
asked your goodself to consider to reduce
this production target because that 145 mil-
lion kg would play havoc with the tobacco
growers. (Interruptions)

SHRI P. CHIDAMBARAM: Therefor,
Sir, he asked me: “Will you adhere to the
original plan of 120 million kgs? | said. ' Yes,
we will keep in mind the demand by the
growers for registration, people who want to
grow tobacco, | will keep in mind what is
possible to be sold in the country and ex-
ported, and | willfix the final crop size andthe
final crop size has been fixed more orless at
120 million kg, we fixed it at 124 million kg
andthe eventualcrop size is only 122 million
kgs. Now, Mr. V.S. Rao cannot turn round
and ask me: "Why did you fix 120 million
kgs?' 120 kgs. has been fixed based upon
what growers demanded, what expon po-
tential was there and what can be sold within
the country and I think the decision to fix it at
120 million kg. was right and | think Mr. V.S,
Rao was right i asking me to fix.it at 120
million kg.

Atthat time what did we contemplate as
export? In 1990-91 the export of Flue Cured
Virginia tobacco was 47,000 tonnes. In
1991-92 the export was 50,4381tonnes. Out
n150,438tonnes, Russia, the erstwhile Soviet
Union accounted for about 16,000 or 17,000
tonnes. This year, Russians have signed a
protocol for 25,000 tonnes. If we sell that
25,000 tonnes, which is approximately 40

per cent of what we intend to expon, there .

would be no problemat all. Infact, there was
no problem until the seventh week of auc-
tion. Until the seventh week of auction, the
average price was Rs. 30.37 this year,
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compared to only Rs. 30/- last year. So, until
the seventh week, there was no problem at
all. The Russians came to India in the
seventh week and it was hoped that they
would contract for 25,000 tonnes, Unfortu-
nately for reasons which are rather well-
known, they contracted only for 15,000 ton-
nes. This immediately sent a signal which
has brought about a decline in prices. They
have not contracted forthe remaining 10,000
tonnes and what is even more disconcerting
is that they have not even opened letters of
creditforthe 15,000tonnes and lam working
on itto see how | can get over the difficulty.
| shared all this with Mr. V.S. Rao. The
problem is a temporary problem. The prob-
lem is, we are export-dependent on the
Soviet market and we have been so far the
last several years. This is not something
which | can overcome in one year. Over a
period of time, we will widen our market, but
it cannot be done overnight. The problem is
a temporary problem. If the Russians open
letters of credit for the 15,000 tonnes which
they have contracted and they further con-
tract for the remaining 10,000 tonnes, he
knows, | know and everybody knows, the
market will shoot up. The problemn now is of
trying to help the Russians to tide over their
present difficulties. While | cannot give the
details at the moment, we have sent mes-
sages to the Russian Government propos-
ing certain ways of overcoming the difficul-
ties, offering to help them to contract for the
remaining 10,000 tonnes and offering to
helpthemopen letters of credit forthe 15,000
tonnes they have contracted. | have just got
a message that the Russians are coming.
They will, perhaps, come to Delhi and pro-
ceedtoGunturandit is possible this problem
will be overcome.

Sir, as far as the prices-are concerned,
as | said, from the seventh week onwards,
there has been a decline in the price. In fact,
Sir, in the last week, at my instance the
Tobacco Board convened an emergency
meeting of the Tobacco Board. Dr. Um-
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mareddy Venkateswariu in one breathrefers
tothe Tobacco Boardinthe third person and
in another breath he refers to a resolution
passedinthe Tobacco Board. Heis Tobacco
Board, he is a memberof the Tobacco Board.
What is Tobacco Board? Tobaczo Board is
not building, cement, mortar, brick and door
frames. Tobacco Boardis the collective body
of members. He is the Member elected by
this House to be a member of the Tobacco
Board. It is a collective body. So, if the
Tobacco Board takes a decision, he cannot
distance himselt from that decision it it is a
bad decision and he cannot associate him-
self with that decision if itis a good decision.
He is a member of the Tobacco Board and |
am the Minister in-charge of the Tobacco
Board. But, we want the Tobacco Board to
function as a body, we do not want it to
function as some kind of a consultative
committee to the Chairman. In fact, in my
first meeting | said, 'you are a collective
body, you must function in a collective ca-
pacity, you musttake decisions collectively.’

Now, Sir, what has happened inthe last
week? The Tobacco Board, has grower
members, trader members and they have
met together. | think, many of them are
known to each other for several years. Some
of them even come from the same village
and they talk to each other. Finally, the
traders have offered to give, for F1 grade,
Rs. 32.50 per kg. | dgree that the average
does not work to exactly Rs. 32/-. On the
basis of Rs. 32.50 perkg. and proportionate
prices, my calculation shows - and | may be
wrong by a few decimal points here and
there - that the average will work out to
something like Rs. 31.20.

PROF. UMMAREDDY VE-
NKATEWSWARLU: Sir, since the hon.
Minister has mentioned about the Tobaccg
Board and its decision taken on the 23rd, |
would like to make a point very clear. Suo
motu the traders have not come forward to
offer Rs. 32.50. We including all the repre-
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sentatives from the grower community as
well as the trader community, have worked
out the costs taking MEP as the base, de-
ducting allthe losses and also the expenses
and finally arrived at a figure of Rs. 32.50 as
a workable price. The 8 per cent being of-
fered over and above the MEP by the Rus-
sian country is deleted towards the profit of
margin to the traders. So, when a resolution
has been passed that the Tobacco Board
would intervene and purchase based on
MEP at the rate of Rs. 32.50 duly seeking
permission fromthe Union Government, then
the ITC has come forwardto purchase at Rs.
32.50 perkg. of F 1 grade but not alithe other
grades. Hencs, it is not an average price.
Then, the other trader-Members who were
also present there, also came forward say-
ingthatifthe ITC has come forward, then we
would also purchase it at Rs. 32.50 Till such
time, they did not come forward. We, there-
fore, request the Union Minister to see the
implication in it. When it has been decided
that the Tobacco Board will also be there in
the market, then they came forward. If the
Tobacco Board is not going to be there, | am
damn sure that these prices will not prevail.
Even if they are going to offer these prices
andthattoo onlyforF.1 grade, forafew days
later they will not stick on to these prices and
the cultivators, the growers will once again
be thrown at the mercy of the trading com-
munity.

SHRI P. CHIDAMBARAM: These are
rather alarmist statements. | said very clearly
that the offerfor F.1 grade is Rs. 32.50 1 also
saidthatforthe lowergrades, itis proportion-
ately less. If youtake a price of Rs. 32.50 for
F.1 Grade and if you work out proportionate
or suitably - adjusted price for the lesser
grades, | said, according to my calculation,
the average price depending uponthe quan-
tities which arrive at the auction platform
would be approximately Rs. 31.20. This is
what | said. | do not think the hon. Member
has found anything wrong with what | have
said. The point is, is this Rs. 31.20 a good
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price? If you compare it with the Minimum
Support Price worked out by the Committee
on Agricultural Costs and Prices, it is much
more. As | have said in my statement, the
CACP price is only in the range of Rs. 16/-
per kg. | am not saying that this is the last
word on the subject.

Now, the point is there is a body which
has worked out the cost of cultivation and
has commanded a price. The price which is
offered is much higherthanthe CACP price.
| am not saying that | would support the
tobacco growers selling their tobacco at
CACP price. | know that these prices are
depressed prices and they have no rele-
vance really to what is happening on the
ground. But you cannot ignore it as a totally
irrelevant figure. It is a point to start the
discussion. The minimumguarantedpriceis
something which the tobacco growers and
the tobacco trades arrive at by way of an
informal understanding before the start of
the season. The range of that price is from
Rs. 18.5010 Rs. Rs.21.50 perkg. That again
does notquite adequately reflect the full cost
of cultivation. But again you cannot dismiss
it as totally irrelevant. Keeping this as a
been-mark, the price of Rs. 32.50 offered for
F.1 grade today leads, in my calculation, to
an average of approximately Rs. 31.20...

SHRI SOBHANADEESWARA RAO
VADDE: It will be far less.

SHRI P. CHIDAMBARAM: Unless you
give me adifferentcalculation. Given thefact
that the Russians have so far not been able
toopenthe LCs orcontract forthe remaining
10,000 tonnes, | think it is a good starting
point for auctions to resume. It is a good
starting point for auctions to resume. That is
why | made an appeal last Saturday to the
tobaccogrowers thatthose who are willing to
sell their tobacco may come to the auction
platform and today the auction platform
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resumed in the black-soil areaand at least -
in one auction platform | am told by noon or
at 1 0' Clock today that 350 bales of tobacco
have been brought and have been sold.
Now we are not pressurising the farmers to
sell their tobacco today. In fact, if you will
kindly allow me to place the figures, last year
by about this time 75 million kilograms were
sold. This year we have sold only 53 million
kilograms. Why? It is because the Tobacco
Board has advised the growers to proceed
with caution. We are not pressurising them
to sellthe tobacco. But we think that with the
present offer, it is possible to resume the
auctions and restore normalcy. In the next
few days, it is my hope that Russians will
open LCs for 15000 tonnes of tobacco and
contract for the remaining ten thousand
tonnes of tobacco.

One other point is about the Tobacco
Board doing market intervention operations.
| have allowed the Tobacco Board to do it
provided it has the funds to do it. Tobacco
Board is a collective body. If they have the
funds, if they wish to enter into market inter-
vention operation, they need not ask for my
permission. In fact, that is not the way |
function. | want the Tobacco Board to take
autonomous decisions. When they ask me
for Rs. 50 crores. interest free...(Interruptions)
You have asked your clarifications. Please
allow me to continue.

ifthey ask for Rs.50crores interest free,
| would immediately turn to the Finance
Minicster and ask for Rs. 50 crores interest
free. These are not matters which can be
deciced overnight. We will look into the
matte: The resolution has come to us We
will lock into the matter. But it will not solve
the problem today, tomorrow or the day
after. Cn the contrary, what | have done is, |
anticipatedthe problembecause of the larger
crop size this year, and several weeks ago,
I spoke te the Reserve Bank and we have .
persuaded the banks to enlarge credit. For
example, tt2 United Commercial Bank which
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was not in the picture earlier, has come
forward to extend a credit of Rs. 100 crores.
| am toid, it has already advanced approxi-
mately fifty crores of rupees.

Sir, the key really is the export markets.
This is what | want to conclude with. Hon.
Member referred to MEP. Why did | raise
MEP by fifty per cent? | gave him the rea-
sons. | do not think he wants me to tell him
the reasons publicly. We raised the MEP for
aparticularreason. He acknowledgedto me
thatitis agoodreason. He congratulated me
forraisingthe MEP. ButMEP is relevantonly
if exports take place. MEP has no relevance
if export does not take place. Only when the
Russians open the LC, MEP is relevant.
MEP is relevant only if they contract for the
remaining ten thousand tonnes. | am ready
with MEP. The moment the Russians open
LC for 15000 tonnes and contract for ten
thousand tonnes, you will find the wisdom of
raising the MEP. MEP in a vacuum has no
meaning. Today what we are trying to do is,
Since we are export-dependent, we have
been export-dependent an the Russian
market, we are exporl-dependent elsewhere
also, we have to persuade the Russians to
come and open the LC and enterinto further
contracts, | am confident that this could be
done in the next few days. We are straining
every nerve. We are using every facility that
is available to us to persuade the Russian to
come into the market.

Yet another thing must be kept in mind
that Indian tobacco has always received the
price far lower than comparable tobacco
prices of other countries in the world. Infact,
at Guntur, at the Tobacco Board meeting, |
raised this question. | have now asked for a
study of international prices not only of to-
bacco but of tea, coffee and tobacco to find
out why Indian primary products do not

_receive full value as the products of other
countries. For example, our price is one-
third of the US tobacco price, our price is
one-half of the Zimbabwe's price. Today
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world prices have collapsed and crashed
and because of last year’s high price every
country has increased the acreage. Prices
have collapsed. Zimbabwe has devalued its
currency price by 35 percent. ltis offering at
a cut rate price. If prices of tobacco of other
countries come down, Indian prices also
comedown correspondingly. Thatisalarger
question, one has to keep in mind. The fact
that we are in an international environment,
competitive environment. Nobody sitting in
Delhioranywhere forthat mattercan assure
a price. In fact, hon. Member Shri Rao said
that | had assured a price. | may read out
fromthe discussion heldonthe 23rd August.
What | said was, “this high price is indeed
very good for the tobacco growers”. But®one
cannotsay interms of intense compstitionin
the world that the price will always remain at
Rs. 33. He did not demur then. He under-
stood the logic of this argument.

SHRI SOBHANADRESWARA RAO
VADDE: | referred to your assurance at
Guntur.

SHRI P. CHIDAMBARAM: | still main-
tain that. | cannot go to Guntur and say that
| assure you, | will not maintain the price of
last year. Alllcansayis | assure you that | will
do my best to maintain the price. | give you
that assurance even today. | am doing eve-
rything possible to maintain the price. | am
doing everything possible to get a fair price.
But Icannotguarantee aprice inanintensely
competitive environment and inan intensely
competitive product.

He asked me to place orders upon the
Andhra Pradesh Cooperative Union and
instructions were issued. He told me that
STC should buy and instructions were is-
suedto STC in his presence. STC has been
told to buy. Andhra Pradesh Cooperative
Union has been told, they can buy and we
will try to see whether we can ask the Rus-
sians to place some contract with .them,
Everything possible is being done. And it is
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all a Government can do. But in a world of
intense competition, when international
prices are low and when we have a serious
difficulty with the Russian contract,! would
appeal to hon. Member not to politicise this
matter. In fact, there is a certain amount of
politicisation going on in Andhra Pradesh.
And that | think is not good for the farmer. If
the tobacco lies in the farm or in the bam or
inthe yard fortoo long, it becomes dry, it will
lose weight and it will fetch a lower price. You
are aware of this, itisthe case with any other
crop.lam not pressurising them to sell. But |
think those who are ready to sell, they must
be allowed to come and sell. We must not
take into accountunitvalue alone. Takefarm
return, for 89 million Kgs at an average price
of Rs. 33 and 120 million Kgs this year atan
assumed average price of Rs. 32. Look at
the total income which the farming commu-
nity gets today. You cannot look at unit value
per Kilogram. You have to look at it as farm
value, farm income. And | am confident that
prices will stabilise, if we can get over the
temporary difficulties. | assure the House,
once again, that we are determined to do
everything possible to stabilise prices and |
appeal to hon. Members to cooperate in
helpingthe farmers get remunerative prices.

Thank you.

MR. CHAIRMAN: From what | gather,
they seem to be agitated about the fact that
the gap between the Auction purchase price
andthe export price was very big thereby the
farmer was losing and the trader was dain-
ing. You have not said anything on that.

SHRI P. CHIDAMBARAM: | think there is a
mistake here. The minimum export price
includes transportation charges, buying
expenses, Tobacco Board Service charges,
re-drying, stripping, reading charges, han-
dling loss, carrying cost, F.O.B. charges etc.
They have calculate it. Froththe MEP, these
expenses are deducted. Then 28 percent is
deducted as processing loss, then value
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realisation on by-products is added andthey
have given me a calculation by which, ac-
cording to them, it is possible to pay a price
of Rs. 34 to Rs. 34.75, on a no loss on profit
basis to the trader. Now the trader is today
offering Rs. 32.50. If lunderstand my learned
friends, their case is that the trader can go
upto Rs.34.75 and why is he offering only
Rs. 32.50? The answer is two-fold.

Firstly, Rs.34.75 is on no loss no profit
basis. No trader is going to offer a price
without a profit for himself, So one has to
provide a profitmargin. Secondly, as |saida
little while earlier, this is relevant only if the
Russians pick up the Tobacco and open an
LC. This MEP is relevant really for the Rus-
sian contractandthat accounts for40-50 per
cent of our exports. The moment the Rus-
sians open the contract for the remaining
10,000 tonnes, and open an LC for 15,000
tonnes, |cannot give an assurance, but lam
confident that the prices will improve over
Rs. 32.50. | am waiting for that the happen.
| hope it will happen today; | hope it will
happen tomorrow. But we are doing everth-
ing possible to make sure that happens.

SHRI SOBHANADREESWARA RAO
VADDE: Sir, Just only one thing.

MR. CHAIRMAN: No, we have already
spent an hour on this.

MR. CHAIRMAN: Now the Bill to be
introduced.

SHRIMATI MALINI BHATTACHAR-
AYA (JADAVPUR): SIR, | HAVE A POINT
ON THE INTROUCTION OF THIS BILL.
SEVENYEARSHAVE PASSED SINCE THE
BILL WAS MADE INTQO AN ACT.

MR. CHAIRMAN: Are you objecting to
the intreduction of this Bill?
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(Procession of claims) Bil
SHRIMATI MALINI BHATTACHAR-
AYA: But, nothing has been done so far.

. MR. CHAIRMAN: This is not the right

time to discuss that. The Bill is being intro-
duced. If you have any objection to the
introduction of the Bill you should have given
a notice on that.

SHRIMATI MALINI BHATTACHAR-
AYA: Iwould request the Government notto
bring this amendment in a piecemeal man-
ner; but to consider a wholesale revision of
the Act.

MR. CHAIRMAN: The Minister may now
introduce the Bill.
15.56 hrs.

BHOPAL GAS LEAK DISASTER (PROC-
ESSING OF CLAIMS) AMENDMENT
BILL*

[English]

THE MINISTER OF STATE OF THE

MINISTRY OF STEEL (SHRI SONTOSH .

MOHAN DEV): Sir, on behalf of Dr. Chinta
Mohan, | beg to move for leave to introduce
a Billto amend the Bhopal Gas Leak Disas-
ter (Processing of Claims) Act, 1985.

MR. CHAIRMAN: The question is:
“Thatleave be grantedto introduce
a Bill to amend the Bhopal Gas
Leak Disaster (Processing of
Claims) Act, 1985".
The motion was adopted

SHRI SONTOSH MOHAN DEV: Sir, |
introduce the Bill.

MR. CHAIRMAN: The House shall now
take up matters under Rule 377.

15,57 hrs
MATTERS UNDER RULE 377

()  Need to solve expeditiously the
border dispute between Mahar-
ashtra an Karmataka

[English]

SHRI UDAYSINGRAO GAIKWAD
(Kolhapur): The 35 years long pending bor-
der dispute between Maharashtra and Kar-
nataka is a matter of great public concern.
The Union Government intends to solve the
issue with the participation of both the Chief
Ministers. But the inordinate delay has caused
great resentment among the Maharashtra
and Karnataka People. Onthe otherhadone
MLA in Karnataka has declared for self
immolation on the Hutatma Day being or-
ganised by Karnataka, under the banner of
Maharashtra Ekikaran Samiti.

The Government while solving the is-
sue must regard the village as a unit, so that
justice may be done to both the States. |
requestthe Union Governmenttotake expe-
ditious steps to solve the border dispute
between Maharashtra and Kamataka.

SHRI PRITHVIRAJ D. CHAVAN
(Karad): | associate myself with this request
Sir.

SHRIRAMNAIK (Bombay North): Why
you alone? The entire House.

(i)  Need to set up Railway Coach
factory in Kerala

SHRI P.C. CHACKO (Trichur): It has
been the long pending demand of the Gov-
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