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Abstract

The removal of Quantitative Restrictions (QRs) is a part of trade policy reforms, which, in turn, is related to the rapid change that the Indian economy is undergoing due to economic reforms. Given the rapid developments in the area of international institutional and legal frameworks that have emerged as a response as well as precursors to furthering globalisation have substantially changed the way countries approached economic reforms, including trade policy reforms. Instead of reacting to policy changes adversely, it is necessary for all relevant stakeholders, including producers, intermediaries, and consumers etc. to find answers as to how fast and effectively they can integrate themselves into a globalising/liberalising economy using the springboard of the multilateral trade system that is being created and nurtured under the WTO regime

It will not be feasible, at the same time, to conduct in-depth studies for every item, on which QRs have been lifted. The imperative is to select an item, which is important for a wide cross-section of the society. One group of such items is oilseeds and edible oils. This is a common product for consumption, a basic need and a necessity. Furthermore, the production and distribution activities are not concentrated in a particular region, though may not be evenly spread. Thus, the impact of policy changes would be felt over a wide range of society, in terms of prices, availability, access to the product, ability to buy, competition and employment generation etc.

With this background and context, the present study on oilseeds, particularly rapeseed-mustard and groundnut, the two principal oilseeds crops raised in the state of Rajasthan, was undertaken to identify strengths/weaknesses of this sub-sector of agriculture and to offer policy prescriptions to facilitate the process of integrating Indian economy and in particular, the state economy of Rajasthan in the post-QRs phase, with the emerging Multilateral Trading System (MTS). Though the scope of the present study is limited to oilseeds and edible oil covering only the state of Rajasthan, the same could be replicated for the other sectors or group of items as well as other states of India.

With inputs from background research and with the results of the primary field survey, an in-depth analysis is undertaken to identify main issues affecting international competitiveness of this sector, which were further classified in terms of their effects on import competition and export competitiveness. The analysis also identifies policy/institutional measures to neutralise and/or reinforce the factors of competitiveness. As part of the analysis, policies that govern oilseeds/edible oil sector have been studies and were examined with respect to their compatibility with various WTO instruments. Furthermore, the analysis has focused on understanding how nodal agencies at the local state and national have been interacting on concerned issues pertaining to the identified sector.   

Executive Summary
Background & Introduction

India followed the policy of import substitution in the oil seeds and edible oil sector till 1994-95. Persuasion of this inward looking policy till the mid 1990s made India self-sufficient in the production of the oilseeds to meet the consumption demand in the country. This policy environment along with doubling the output and stabilising the oilseeds production in the country, led to diversifying the production to new crops such as soybean, sunflower from the production of rapeseed-mustard and groundnut. India became self-sufficient in edible oils almost upto 98 percent and also a major exporter of oilseeds meal by early 1990s. 

The oilseed sector however faced some limitations, which restricted the sector from realising the full benefits of the import substitution policy. There was restriction for interstate movement of the products and the sector was also reserved for the small-scale industry. The processors (miller) were constrained by the low capital base to invest in modern equipment and integrated processing plants to reduce high losses of oil and improve the quality of oil meals, buy raw materials from the cheapest sources on the domestic markets and finally raise their low capacity utilisation rates. The sector also faced inefficiencies associated with the marketing including the supply bottlenecks. Thus this enforced the government to rethink the agriculture policy and pave the way for reforms in the agriculture sector along with the liberalisation of the oilseeds sector in 1994-95. 

Within 10 years of liberalisation of the oilseeds and edible oil sectors in India, i.e. by 2004-05, all the quantitative restrictions (QRs) were removed and upper ‘bound’  (maximum) limits on tariff levels were placed. Monopoly was also removed and imports were placed under the Open General Licence (OGL) system. The rules governing edible oil import became more transparent and responsive to market forces. It was expected that opening of the sector will increase competition and would thus benefit common consumers in the long run with more choices. 

However this change in policy towards the market economy affected the Indian economy adversely. Although the policy change benefited the consumers, increase in imports (import rose to 4.30mn tonnes in 2002-03 from 0.10 mn tonnes in 1992-93) led to difficult situation for the domestic producers, especially small farmers and domestic processors. It affected mostly the small inefficient ones who were not able to withstand the pressure of the new and liberalised market environment.  Hence, India became the largest importer of oilseed in the world. The share of bills for the import of edible oils in the total agriculture imports increased to 50 percent in 2004-05, while sufficiency level decreased to 53 percent in 2002-03. The question, which became imperative, is how fast and effectively India could integrate itself into the globalised economy to realise the greater benefit of the multi lateral trading regime. 

Given the background of the Indian oilseed sector, this paper studies the impact of the reforms in the oilseed sector of Rajasthan. It highlights the strength and weakness of this sub sector of agriculture and also offers policy prescriptions to facilitate the process of integrating the Indian economy and in particular, the state of Rajasthan in the post QRs phase into the emerging multilateral trading system. 

WTO Agreement on Agriculture  & its Implications on the Oilseeds Sector of India

In accordance to the flexibilities given to India under the World Trade Organisation (WTO) Agreement on Agriculture (AoA), India was permitted to offer ceiling bindings instead of tariffication, which were not subject to the reduction commitments. India bound its tariffs at 100 percent for primary products, 150 for processed products and 300 percent for edible oils. India initially bound its tariffs for 683 agriculture commodity lines at 6–digit HS classification. India was also initially allowed to maintain QRs in agriculture products on account of balance of payment (BoP) problems. However, due to its improved BoP position during 1999-00, India lost the plea for retention of QRs and accordingly removed QRs on 714 items, including 142 commodities belonging to the category of the agriculture commodities. India further removed the QRs on the remaining 715 items by March 2001, which included 42 groups belonging to agriculture. India did not have any market access commitments and was also not entitled to use the Special Safeguard Measures (SSG) of the AoA. 

After QRs were removed in 1999, India was allowed to renegotiate the tariffs bindings on those commodities for which it had very low or zero tariff bindings. The tariff binding levels were suitably revised upward to provide adequate protection to the domestic producers. Out of these low bound tariff lines, bindings on 15 tariff lines, included rapeseed, colza or mustard oil etc, were revised to a level ranging from 45 percent to 75 percent. 

Export subsidies of the kind listed in the AoA are not extended to India. The only subsidy available to Indian exporters of agricultural commodities are in the form of income tax exemptions on the profits from export sales and subsidies on cost of freight of certain products like fruits, vegetables and floricultural products. Under domestic support given to agricultural sector, the only measure that is relevant for calculation of the product specific support in India is the market price support since the other two namely the Non-Exempt Direct Payments and other Product Specific Support do not constitute a significant proportion of support. In the 6th WTO Ministerial at Hong Kong, India gained in terms that both the state government and the central government would be free not only to continue with the existing subsidy programs but could also increase the same. India is also allowed to provide transport and marketing subsidies for exporting of agriculture products till the end of 2018. 

Under WTO, India can impose a tariff upto 300 percent on import of palm oil, sunflower, cotton & others and upto 100 percent on vegetable oils except for soyabean and rapeseed oil & sunflower and safflower oils for which maximum tariff is fixed at 45 and 75 to 85 percent respectively. Presently, imports of edible oils are made under OGL at 45-85 percent import duty. The maximum tariff ceilings bindings established by India for the oilseed sector is much below the bound tariff for the refined oil like Bleached, Deodorised (RBD) and palmolein. In 1995-98, India’s tariff structure was relatively simple and increasingly liberal–with a common applied ad valorem (percent) tariff for all oils progressively lowered to uniform rate of 16.5 percent by the middle of 1998. With the surge in import of edible oils, Indian began making frequent tariff adjustments since 1998 onwards with a view to slow the growth of imports and protect domestic oilseed growers and processors from imports and to smooth the effect of fluctuating world prices on domestic consumers. The tariff hikes also made the tariff on soyabean oil increasingly preferential since tariff on palm, rapeseed and sunflower oils could be raised well above the 45 percent tariff binding on soyabean oil. In addition to adjusting tariff, the government established a Tariff Rate Value (TRV) system for palm oil in August 2001 and for soyabean oil in September 2002. The TRV system is intended to prevent under-invoicing (reporting low import prices to evade tariffs) by importers and establishes a government reference price for tariff calculations.

India’s Oilseeds and Edible Oil Scenario 

Indian vegetable oil economy is the fourth largest in the world, next to the US, China and Brazil, accounting for about 14 percent of the oilseeds area and 8.5 percent of the world’s oilseeds production. The oilseeds sector occupies a distinct position in the Indian agriculture sector after cereals, sharing for 13 percent of country’s gross cropped area, accounting for 3 percent of Gross National Product and 10 percent of the value of agriculture product. India is also endowed with the diverse agro economical conditions suitable for production of nine important oilseed crops: groundnut, seasame, castor, linseed, safflower, rapeseed-mustard, sunflower, soyabean and niger. India also produces two perennial oilseeds crop–coconut and oil palm, besides the secondary oilseed crops such as maize and cotton. India ranks first in the world in production of groundnut, sesasum, castor and linseed and safflower. It is second in rapeseed production and fourth in the production of sunflower and soyabean. The productivity however has been less than 2/3rds of the world’s average productivity. 

There has been a significant improvement in the productivity and yield rates in India during the period 1986-2003, with the rate of increase reaching to 133 percent and 76 respectively.  The area under the oil seed production rose by 25 percent during the same time. The 9 oilseeds crop in terms of area, production and productivity growth (yield) during 1980 to 2004 period have shown a mixed performance. While the performance of the oilseed sector during the first phase (1980-81 to 1989-90) made the country self sufficient in oilseeds, the second sub period (1999-91 to 1999-2000) has been a clear slow down in out put growth by 1.42 percent, for reasons like slow growth in irrigation availability to such crops etc. Again during the sub period there has been an impressive improvement in yield rates (5.95 percent) giving raise to significant growth in output of oilseeds (6.14 percent). Starting from 1970’s the Indian oilseed sector was dominated by the production of groundnut and rapeseed-mustard production. However from the beginning of this century the growth performance is led by soyabean followed by rapeseed-mustard and groundnut. 

Oilseeds and Edible Oil Scenario in Rajasthan 

Rajasthan is the third largest oilseed producing state in India with a share of 15.1 percent of the total oilseed production in the country. Rapeseed-mustard and groundnut are the two principal oilseeds crops raised in all the 32 districts in the state. Other oilseed crops include soyabean and taramira, sesasum etc. groundnut and soyabean are the major kharif crops largely dependent on rainfall conditions while rapeseed-mustard and taramira is important Rabi crop in Rajasthan. 

The state claims first position in the production of rapeseed-mustard in India with a share of 45 percent. The area under oilseeds especially under rapeseed-mustard has increased over the years starting from the early 1970’s. Application of technology in agriculture as initiated in the country had a positive impact also in this state through increase in the yield per hectare. Along with this there also has been a significant qualitative improvement in the oilseed production in the state. The irrigated area as a percentage of the total area under rapeseed-mustard also increased significantly from 64 percent during triennium ending (TE) to 78 percent in TE 2001-02. In addition to it, use of fertiliser, plant protection and agronomic practices have considerably improved.

The contribution of the oilseeds like groundnut, rapeseed-mustard, sesasum etc. in the incremental output of oilseeds was almost 80 percent and the percentage share has increased subsequently till 1980’s. However during 1990’s the oilseed complexion in Rajasthan changed with soyabean as kharif crop emerging as a significant one, capturing the share in incremental output during TE 2001-02 almost equal with that of rapeseed-mustard. Soyabean became the important crop in the state with its share in the total agriculture output reaching a significant high of 21 percent during TE 2001-02. The share of rapeseed-mustard in total oilseed production declined from 70 percent to 66 percent during the same period. 

Rajasthan alone contributed 15.5 lakh tonnes or 49 percent of the incremental production of oilseed between the TE 1980-81 and TE 1990-91 in the country. The significant increase in the oilseed production in Rajasthan during the period 1980-81 and 2001-02 however came about largely at the cost of pulses and to lesser extent of cereals. There has been also replacement of crops within the oilseeds with production of sesamum, linseed and taramira experiencing significant decline in the production in favour of rapeseed-mustard and soyabean. However the cost of production of the oilseeds during the period 1980-81 and 2001-02 did not increased in Rajasthan. 

Out of the 21 districts in India, which were predominant in the area and production of rapeseed-mustard production, 12 were from Rajasthan in 1985-86. In 2001-02, out of 28 districts in India producing rapeseed–mustard predominantly 13 were from Rajasthan. Ganganagar district of Rajasthan continued to hold the number one position in the country in terms of both area and production of rapeseed-mustard, capturing 5.23 percent of area and 5.42 percent of the country’s total production of rapeseed-mustard. The other districts in Rajasthan important for the rapeseed-mustard production include: Alwar, Bharatpur, Bhilwara, Chittorgarh, Dholpur, Jaipur, Jalore, Kota, Nagaur, Pali, Sawai Madhopur and Tonk.

The area under rapeseed-mustard at the district level in Rajasthan has been instable as district wise rainfall has been uneven and uncertainty affecting the irrigation available and the sowing area under the crop.  There has also been switch over from the rapeseed-mustard to other crops offering better remunerative prices to the farmers, such as soyabean and to other horticulture and fodder crops. Post harvest management plays a crucial role both in the oilseeds and edible oil economy in the state, since it affects the prices received by both the grower of oilseed and the processor of oilseeds and also the consumer whose preference dictate farming as well as processing of particular oilseed/edible oil.  

Survey Results & Analysis 

For this study field survey was conducted in eight districts of Rajasthan. Five districts (Alwar, Bharatpur, Sawai Madhopur, Baran, Ganganagar) are having the largest sown area and largest producers of rapeseed-mustard crop and the other 3 major districts (Jaipur, Bikaner, Chittorgarh) have a highest sown area and production of groundnut crop. The survey was carried out in 16 blocks covering 80 villages and 800 households spread over these eight districts of Rajasthan. 

The study highlights that literacy played a vital role in terms of enhancing productivity through adaptation of new and scientific cultivation, including education playing a significant role in making one’s mind so that adoptability to new machines becomes easy and economical. Most of the farmers are found to be illiterate with maximum illiteracy in Sawai Madhopur. Only about 34 percent of the respondent had schooling up to primary level, another about 30 percent had it up to school level and the rest meager 6 percent of the respondent were college attendant. Illiteracy rate was higher (41percent) amongst groundnut growers and Jaipur district tops with 43 percent due to the fact that 44 percent selected farmers belonged to the OBC category where schooling is not considered. Average family size was highest in Jaipur district with 12 persons per household, while it was lowest in the Bharatpur district with 06 persons per family. In the other districts the family size stands at an average of 08. 

The households are predominantly occupied in agriculture with maximum percent. The other occupations were related to services, self-business and casual labour. These agriculture households were having subsidiary occupation relating to animal husbandry (30 percent), casual labour (7 percent) services (2 percent) and others. 45 percent of the farmers have average land holding as marginal as less than 2 hectares, 32 percent had a small holding between 2-5 hectares, while only less than 10 percent farmers had large holding of above 10 hectares. The average size of farm is till less for groundnut growers as compared to rapeseed-mustard growers. Nearly 72 percent respondents reported fragmented farms with small farms located at more than one place. The problem of fragmentation of holdings was more acute in Baran, Bharatpur and Sawai Madhopur. In Baran, 89 percent of the farms receive irrigation mostly from tube wells. Bikaner and Chittorgarh district receive less irrigation. Bharatpur, Alwar and Ganganagar districts raise rapeseed-mustard cent percent with irrigation facility.  

The households producing rapeseed-mustard earn more (total as well as hectare) compared to groundnut. Only 27 percent of the farm family in the project villages surveyed for rapeseed-mustard earned annually upto Rs.50,000 from agriculture. This was 37 percente for groundnut. Nearly 1/3 of the rapeseed-mustard and slightly less than a quarter of the growers were reported earning annually between Rs.50,000- to Rs.1,00,000 respectively for rapeseed-mustard and groundnut. 16 percent of the families for both the crops were earning more than Rs. 1,50,000/-. The earning levels of the marginal farmers are very low with more than 60 percent of such families fall under below poverty line (BPL) norm. This percentage is much higher in Bharatpur and Chittorgarh districts.  An important observation of the field study is that farmers of remote and relatively backward areas/districts were found to be more enthusiastic about introduction of new crops and even hybrid seeds compared to relatively rich districts. 

Nearly in all parts of the states, the impact of, modern machinery such as tractor, thrashers etc is visible. Farmers of the relative affluent districts such as Ganganagar, Jaipur and in some parts of Alwar own these machineries, while majority of the farmers in all these districts secure farm machinery on rent. Nearly 45 percent of the farmers are using hybrid seeds and the rest 65 percent of the surveyed use both hybrid and indigenous seeds. The average consumption of the chemical fertiliser has also gone up to nearly 32 kg per hectare in the project area. Farmers raising rapeseed-mustard are using more fertilisers and pesticides. Nearly 89 percent farmers use plant protection measures. Storage facility, mostly owned is available to nearly 65 percent farmers growing rapeseed-mustard and groundnut. Most of the farmers reported non-availability of government warehouse, some farmers who reported availability state that government warehouses are very expensive and red tape and corruption are rampant. About 96 percent farmers are benefited by credit facility, most credit (nearly 63 percent in case of rapeseed-mustard and 39 percent for groundnut) was made available through the cooperative societies. The other sources of credit are regional rural banks and commercial bank. 

The regulated markets (Mandis) are becoming increasingly important method of marketing for the rural farmers in Rajasthan. More than 57 percent farmers are going to Mandis to sell their produce. The government purchase mostly through cooperative societies is limited to only 18 percent. About 1/5 of the farmers have to sell their produce immediately after harvest to the local trader as their retention power is extremely limited owing to the pressure of the moneylender to repay old debts and non-availability of storage facilities.

Almost all farmers are ignorant about WTO agreements on agriculture. However, when informed that their yields rates are low and cost of production is high and these two factors will not sustain in the new trade regime, as the imported oils seeds are cheaper- all these questions/information suddenly put them in quandary. They felt that if irrigation, electricity, seeds fertilisers-pesticides and extension services etc., are provided in right quantity and quality and on time, they will be able to withstand the pressure, whatsoever, coming from whatever regime. 

Most of the surveyed rural and urban people consume rapeseed-mustard oil as their staple edible oil. Almost 92 percent of the total surveyed rural consumers buy edible oil in loose form. In urban area nearly 1/3 of the surveyed consumers buy loose oil. More than 60 percent urban consumers are now buying oil in packed from. Nearly 44 percent of rural and almost same percentages of the urban household go for non-branded oil products. As regard choice of domestic vis-à-vis foreign (imported oil), 47 percent rural and 60 percent of the interviewed prefer imported oil, if available cheaply. Both in rural and urban area, price plays the dominant determinant for buying oil, followed by quality considerations and other factors. Regarding awareness about WTO AoA, 68 percent urban consumers and 80 percent rural consumers did not hear about such developments. However, both urban and rural consumers are in favour of opening up of edible oil trade to export and import. At the same time, they also suggested variety of measures like subsidy to domestic firms, technology assistance by government, raising scale of operation of domestic firm, reduction of tax, etc., to boost the domestic oilseed sector. 

Conclusion and Recommendations

The oilseed sector in India vis-à-vis that of Rajasthan is at the cross roads and facing several challenges. The state is facing low yield rates and high cost of oilseeds production per unit area.  There is also mismatch between low raw material production and high processing capacity leading to a situation where too much capacity is chasing too few oilseeds. Moreover fragmentation of capacities, poor scale economies, large idle capacity, high cost of a raw material and processing renders product–oils and meals–uncompetitive and affect export prospects. There are also some supply side bottlenecks of the oilseed sector like government policies, tariff and local taxes structure etc. 

However, the scope for further improvement of the oilseed sector is large, notable in terms of yields, and oil and protein contents, which remained below the international standard. Yield improvements and increases in the oil and protein content of the seeds will be particularly crucial for oilseeds to compete more effectively with other crops for the use of scarce resources such as land and labour, and other critical inputs such a fertiliser, electric power, irrigation water, whose prices are likely to go up to better reflect their true economic costs. 

So there is a need for policy reforms in the country both at the central level and the state levels to promote production of oilseeds in the country. The policy measures can be steps like reduction/ abolition various taxes, creating of various funds to provide support like setting up of testing laboratories, creating agri export zones, providing warehouse facilities, ensuring proper marketing channels for bulk transportation facilities, setting up food safety standards to combat frauds, restricting imports, mostly of palm oil and many others which impact the small and marginalised farmers in a positive way to increase the production of oilseeds in the country. It is very much essential that the steps be taken at an urgent basis to make the producers competitive and address their livelihood concern, in the situation when there is a huge surge of low priced quality oilseeds to India from the competing countries.   
Chapter-1
Introduction and Background

Several decades of protection and three partial trade liberalisations have brought the stakeholders of the entire supply chain of oilseeds and the edible oil industry such as farmers, warehousers, processors, transporters and traders along with the officials who regulate their activities and the consumers to a critical juncture. These stakeholders facing a choice between modernizing for international competition for reaping significant gains offered by global trade liberalisation or perpetuating a fragmented industry structure whose inefficiencies are largely borne by farmers who receive lower than international prices at the one end of the supply chain and the consumers who pay higher than international prices at the other.

India generally pursued the policy of import substitution strategy until 1991(upto 1994/95 for edible oil sector), which delivered significant benefits. It turned from once-rising deficits in domestic consumption of edible oil (necessitating imports) to almost self-sufficiency in production of oilseeds. It was not only able to double output and stabilize the oilseeds production but diversify to produce new crops such as soyabeen, sunflower etc. even to those rainfed areas where poor farmers typically face more limited growth opportunities. As a result, India became almost self-sufficient in edible oils and a major exporter of oilseed meal by early 1990s. However, situation reversed soon. By the mid-1990s, cheaper imports and faster economic growth facilitated acceleration of demand for edible oils which was increasingly being satisfied through the imports liberalized in 1994-95. But continued inefficiencies in marketing and processing of oilseeds and also their supply bottlenecks deprived both the oilseeds processors and the farmers from capturing a larger share of market opportunities offered by trade liberalisation. 
The trade liberalisation in oilseeds sector initiated in 1994-95 continued unabated and gradually, between 1999 and 2004-05, all quantitative restrictions (QRs) were removed and tariff rates were down significantly. As a consequence imports of edible oils rose from a low level of a million tonne in 1995-96 to a whopping five million tonnes in 2003-04, making India the largest importer of edible oils in the world. The domestic condition of oilseed complex became grimmer. Trade liberalisation measures were undertaken without bringing in place much-awaited domestic reforms in marketing and processing sectors.

Hobbled by a regime that arbitrarily restricts the domestic (inter-state) movement of oilseed products and reserves the processing of the oilseeds to small scale industry (SSI) reservation and usually inefficient enterprises, processors cannot invest in modern equipment and integrated processing plants that would enable them to reduce high losses of oil, improve the quality of oil meals, buy raw material from the cheapest sources on the domestic market, and raise their low capacity utilization rates. Banned from participating in forward and futures markets, traders and processors are/were at the mercy of the price volatility and imperfect information flows in a fragmented market that is a far cry from a needed, common, domestic market.(World Bank: The Indian Oilseed Complex: Capturing Market Opportunities, July 31, 1997, pp.2).

It was expected that the increased availability of a wider range of goods in the market place (due to liberalized trade regime) will enhance competition and would thus benefit common consumers in the long run, with more choices. At the same time, it was true that increased imports might lead to difficult situation for domestic producers especially small farmers and domestic processors (small inefficient ones) who might not be able to withstand the pressure of the new and liberalised market environment.

There are at set three policy options available for the benefit of various stakeholders- farmers, processors, government, and consumers- of the oilseed complex. Among them, the idea of removing the ban on oilseed imports appeals to processors ready to invest in modern, large-scale facilities in port cities, gaining efficiency that small-scale crushers could not emulate. Another approach, favoured by farmers, would raise tariffs on the imports of edible oils, thereby strengthening the growers’ position (and prices) in the domestic markets- at the expense of consumers.  A different strategy, one that would pay for itself, would focus on the domestic trade regime and on the central problem of the crushers’ high margins and risks and the costs they impose on both farmers and consumers. Its objective would be to stimulate the industry to perform better at home and compete more strongly abroad by freeing it from a host of unnecessary restraints and strengthening government’s ability to promote quality and consumer health and safety.

The edible oil and oilseeds sector faces many challenges in the new environment of liberalised trade. Government intervention is faced with the task of balancing the interests of different stakeholders in the oilseed complex . Providing benefits to some at the cost of others may cause some social tension at least in the short run. Imports of low priced oils, for example, benefit the consumers but tend to reduce the margins on domestic oils for the processors. Similarly, protection to oilseed growers can make oil and oil meal products internationally uncompetitive. The question, therefore, is: what the state can do to facilitate the restructuring of the affected sectors and take care of the interests of the different stakeholders.

Import Policies and Quantitative Restrictions 
Import policies have played a key role in determining the overall level and type of India’s edible oil imports for decades. Although significant imports were permitted prior to 1994, they were controlled directly by State Trading Corporation (STC) and subject to import quotas. In 1994, the import regime changed fundamentally when, as part of its obligations under WTO rules, India eliminated the state monopoly on imports and placed imports under the Open General License (OGL) system. Under the new rules, India agreed to eliminate import quotas and placed upper ‘bound’ (maximum) limits on tariff levels. These changes made the rules governing edible oil imports more transparent and imports more responsive to market forces.

Therefore, instead of reacting to policy changes adversely, it is necessary for all relevant stakeholders, including producers, intermediaries, consumers etc., to find answers as to how fast and effectively they can integrate themselves into a globalising/liberalising economy by using the springboard of the multilateral trade system (MTS) that is being created and nurtured under the WTO regime. In other words, given the background what type of pro-active approaches are necessary to identify the impact of the removal of QRs on the producers, intermediaries, consumers etc., and what type of appropriate policy response is necessary for the benefit of the Indian economy as a whole.

It is true that during the initial period after the removal of QRs, relevant sectors might find it difficult to deal with the situation and its diverse implications, let alone taking advantage of them. Thus, these sectors need to understand the contours of import competition and export competitiveness of their products, covering all aspects right from production to marketing, including tariff levels at which they would remain comfortable in the emerging market economy climate. In depth research along with information dissemination and outreach training of the stakeholders is required to understand the issue in its totality and cope up with the pains of transition.

It will not be feasible, at the same time, to conduct in-depth studies for every item on which QRs have been lifted. The imperative is to select an item, which is important for a wide cross-section of the society. One group of such items is oilseeds and edible oils. This group contains common products for consumption, and which come under basic need and a necessity. Furthermore, the production and distribution activities are not concentrated in a particular region and may not be evenly spread. Thus, the impact of policy changes would be felt over a wide range of society, in terms of prices, availability, access to the product, ability to buy, competition and employment generation etc.

With this background and context, the present study on oilseeds, particularly rapeseed-mustard and groundnut, the two principal oilseeds crops raised in the state of Rajasthan, was undertaken to identify strengths/weaknesses of this sub-sector of agriculture and to offer policy prescriptions to facilitate the process of integrating Indian economy and in particular, the state economy of Rajasthan in the post-QRs phase, with the emerging MTS. Though the scope of the present study is limited to oilseeds and edible oil covering only the state of Rajasthan, the same could be replicated for the other sectors or group of items as well as other states of India.

Some Facts on Oilseeds and Edible Oils

Trade in oilseeds has been completely deregulated within a short span of time and oils are now freely importable with relatively low incidence of custom duties. The impact of liberalisation on the import of edible oils has been phenomenal and from 0.10 million tonnes in 1992-93, India’s import reached to 4.3 million tonnes in 2002-03. The share of bills for the import of edible oils in the total agricultural imports has ranged from 6 percent to 52 percent during 1991-92 to 2002-03. Almost four out of 12 years (since 1990-91), the country spent 50 percent of the total expenses on agricultural imports for the import of edible oil. The dramatic decrease in self-sufficiency in the last five years is a clear indication that globalisation has already made an impact of far reaching consequences on this sector. The country was almost self-sufficient in edible oils during 1991-92 to 1994-95 when the sufficiency level was in the range of 95 to 98 percent. However, gradually it has declined to about 53 percent in 2002-03.

Indian vegetable oil economy is world’s fourth largest after US, China and Brazil, which accounts for seven percent of world’s oilseeds output, seven percent of world’s oil mill production, six percent of world’s oil mill exports,  six percent of world vegoil production, 14 percent of world’s imports and 10 percent of world edible oil consumption. Indian oilseed based sector accounts for domestic turnover of US$12.5bn (Rs. 60,000 crores) while export-import trade is worth US$ 3bn (Rs.13,000 crores) per annum. These figures account for about two percent of GDP and 17 percent of the value of agricultural output while claims just two percent of total export-import bill for the country. Three oilseeds – groundnut, soyabean and rapeseed/mustard together – account for over 80 percent of aggregate cultivated oilseed output. Cottonseed, copra and other oil bearing material too contribute to domestic vegetable oil production.

Oilseed crops account for about 14 percent of the gross cropped area in India. The cropped area, production and productivity of oilseeds in India have registered steady increase since the inception of Technology Mission on Oilseed and Pulses (TMOP) in April 1986 and reached the peak of 26.23 million ha., 24.75 million tonnes and 0.94 tonnes/ha in 1998-99 respectively. Madhya Pradesh is the leading oilseed producing state and accounts for 21.4 percent of the total oilseed production in the country followed by Gujarat (17.8 percent), Rajasthan (15.1 percent), Maharashtra (10.7 percent), and Andhra Pradesh (7.8 percent). The rest of the states account for remaining 27.2 percent of the total oilseed production. Nevertheless, cropped area, production and yield of oilseeds in India have been fluctuating because of several biotic and abiotic stresses affecting the crops. Another important factor contributing to insufficient domestic production/productivity of oilseeds has been the small area under irrigation, which has increased by merely three percent in the last one decade from 23.2 percent to 26.3 percent. India’s domestic price support programme, which has often favoured production of crops that compete for area with oilseeds, is also responsible for such a scenario.

By 2010, India’s total requirement of vegetable oils for the projected population of 1.25 billion at the projected per capita consumption of about 15kg/per annum is expected to be around 19 million tonnes, which is roughly equivalent to 57 million tonnes of oilseeds.1 Considering the present domestic edible oil supply of seven million tonnes per annum, a shortfall of 12 million tonnes per annum is envisaged in the year 2015. To bridge this gap, a growth rate of 15 percent per annum would be required in edible oil production in India. The current edible oil growth rate in India is only four percent. This gap poses a big challenge to achieve in a short period of six years from now, considering the fact that the per capita edible oils consumption has gone up from a mere 4.5 kg in 1981-82 to 9.5 kg in 1998-99. In the event of failure to achieve the required growth rate, India would continue to spend huge foreign exchange on import of edible oil.

The WTO Provisions

Under the new WTO Rules, imports are to be regulated through tariffs.  Uruguay Round Agreement on Agriculture (AoA) provided option to member countries to convert QRs to equivalent tariffs and provided a mechanism to declare maximum level of tariff for the base period from each commodity. As per the provisions, India can impose a tariff upto 300 percent on import of palm oil and upto 100 percent on vegetable oils except soyabean for which maximum tariff is fixed at 45 percent. Presently, imports of edible oils are made under OGL at 45-85 percent import duty. The maximum tariff ceiling bindings established by India for the oilseed sector is much below the bound tariff for the refined oil like refined, bleached, deodorised (RBD) Palmolein, perhaps keeping in mind the interest of consumers as well as their purchasing power.  

The Imminent Challenges

The vegetable oil complex is today at a crossroad. There is an urgent need both on the part of the Government (Central as well as States) and on the part of all stakeholders (producers, intermediaries, consumers etc.) to make concerted and coordinated efforts to withstand the pressures built up by the globalisation and WTO regime. There are some possible solutions, which inter alia, include the following five points.  Of them, while the first two can affect self-sufficiency in the short-term the last three factors can only impact it only in medium to long-term.

1. International oil prices and consequent impact on domestic availability and demand: The international prices of edible oil would depend on relative growth in demand and supply of these products. If the former increases faster than the later or vice versa, then there would be fluctuations in world prices that would disturb the domestic economy. Continuous rise in population and income would increase demand for edible oils. Unless domestic production keeps pace with the growing demand, the dependence on imports would increase causing world prices to rise. The global glut in oil production, such as the one in the late 1990s, would lead to stability or even decline in international prices causing crushers to adjust for maintaining their margins.

2. Importing oilseeds instead of oil, the Chinese model: China, besides being the largest oilseeds producer in the world has taken a different route to tackle the problems of growing demand for oils by importing oilseeds rather than edible oil. Heavy imports of seed rather than edible oil by China in comparison to India logically favours the edible oil crushing industries of the former, and provides meal to meet the booming animal feed demand.

3. Incentives for motivating farmers to shift to oilseed cultivation: During the early 1990s, the Minimum Support Price (MSP) for food grains were kept in check relative to oilseeds and the government controlled import monopoly dramatically lowered oil imports. This policy sharply improved the domestic oilseed prices relative to competing crops and resulted in the increase of oilseed production by 70 percent between 1987-88 and 1994-95. However, after mid-1990s, oilseed prices declined relative to other crops, mainly due to the increased domestic oilseed supplies and liberalisation of edible oil imports initiated in 1994. MSP level for food grains were raised for oilseed since the mid 1990s. As a result, increasingly favourable returns from rice and wheat have drawn area away from oilseeds lowering oilseeds production. Since 1998-99, however, the MSP of the major edible oilseeds have been moving upward more decisively intending to lure the growers towards the oilseed crops.

4. Research initiatives for enhancing yield rates of oilseeds: In 1967, All India Coordinated Research Project on Oilseeds (AICRPO) was initiated to undertake research programmes on oilseed. The ICAR and State Agricultural Universities have developed a large number of high yielding varieties (HYVs) of oil seeds along with the production management technologies suited to various agro climatic conditions of the country and have increased the oilseeds productivity. Oilseeds crops ecological zoning would be the ideal strategy in realising the potential yields with limited efforts and inputs.  The seed production is primarily left with public sector agencies with many limitations. While there is enough breeder seed production, further seed multiplication through foundation and certified seed production are the key constrains for availability of quality seed at farmers’ level. Further, the industries/private houses should support goal oriented basic and strategic research to enhance research and development (R&D) activities, especially in frontier research areas like biotechnology for diseases and pest management of oilseeds crops. 

5. Agricultural Reforms Policy: The Indian vegetable oil industry is highly fragmented, small scale and suffers from low capacity utilisation. The future of this industry will not be bright unless it upgrades and modernises its technology to attain world standards. In the competitive globalised world, only industries with ultra-modern extraction technology with huge refining capacity may survive by exploiting scale economies benefits with timely availability in sufficient quantity of raw materials (i.e. oilseeds) both domestic and imported at internationally competitive prices. In India, the agricultural supply chain is highly fragmented with multiple procurers and intermediaries (6-8 in many cases) between the farmers and the final retail buyer. The large number of intermediaries tended to reduce the farm-gate price of the farmer. Appropriate domestic policy measures such as contract farming, marketing-warehousing-storage facilities etc., are needed to increase the farm gate price realisation of the farmer. Poor logistic, infrastructure and transportation costs continued to be major factors, which hinder India’s competitiveness in international agricultural trade. Besides, inefficient transport, storage and distribution are probably as large on impediment to exports as are sanitary and technical barriers. A novel policy framework for the processing industry will have to balance the interests of four constituent factors: an incentive price for farmers; an affordable price for consumers; reasonable profit margins for industry with the incentives to modernise; and satisfactory levels of employment, income, exports and public revenue.

In a more recent by PV Srinivasan (2005), using multi commodity, partial equilibrium model that solves prices and quantities in markets simultaneously for five oils, four oilseeds and four oil meals, has examined the issue of providing price protection to oilseed growers through alternative means and their relative efficiencies in achieving this goal. Of several alternatives to protect farmers’ interests he found, through his sophisticated econometric model, that “between the (other) two alternatives import tariff on edible oil and government subsidy in cash, the latter turns out to be more attractive”
.  

Objectives  

The main objectives of the study are to provide a framework for core research, secondary literature survey and a field survey to do research and to offer strategies for information dissemination and outreach programmes.

Research Framework

The present study involves, inter-alia, the following:

Background research: A survey of existing literature with respect to oilseeds/edible oil sector which essentially throws light on the following main issues: how the sector fared till date nationally as well as internationally; problems faced by the sectors particularly in the context of availability of capital, labour, technology; what are the situations in those sectors, which complement or supplement the identified sector, nationally as well as internationally; the process of interaction between key nodal agencies at all levels (local, state, national) that are important via-a-vis the sector; and the experience of other countries as to how they have resolved or are resolving issues arising due to policy interaction with existing WTO instruments in the sector of the study.

The field study: A primary survey was undertaken in the state of Rajasthan for the purpose of identifying major strengths and weaknesses of both oilseeds and edible oils by eliciting views of different stakeholders such as farmers, consumers, edible oil millers and associations working in the sector. Since Rajasthan is the largest producer of rapeseed/mustard in the country and also a major producer of groundnut and (now) soyabean, we conducted a large primary (household) survey among rapeseed/mustard growers of five major rapeseed/mustard producing districts, viz., Alwar, Bharatpur, Baran, Ganganagar and Sawai Madhopur and three major groundnut producing districts such as Jaipur, Bikaner and Chittorgarh. Similarly, consumer perception survey was conducted both in rural areas (in all these 5+3=8 districts) and urban areas (cities included were Jaipur, Jodhpur, Bikaner, Kota etc.), and edible oil millers both processors/crushers and ghanis. In addition, views of Mills Associations were obtained.

Analysis:  With inputs from background research and with the results of the primary field survey, an in-depth analysis is undertaken to identify the major issues affecting international competitiveness of this sector, which were further classified in terms of their effects on import competition and export competitiveness. The analysis also identifies policy/institutional measures to neutralize and/or reinforce the factors of competitiveness. As part of the analysis, policies that govern oilseeds/edible oil sector have been examined with respect to their compatibility with various WTO instruments. Furthermore, the analysis focused on understanding how nodal agencies at the local, state and national levels have been interacting on concerned issues pertaining to the identified sector.   

Chapter-2

WTO Agreement on Agriculture & Its Implication for India

One of the major outcomes of the Uruguay Round (UR) was the AoA, which along with the Agreement on Textiles & Clothing (T&C) were new to the GATT disciplines. The AoA came into effect from January 1, 1995. In signing the GATT or WTO, India committed to: (a) converting all non-tariff measures into tariffs (known as tariffication); and (b) following GATT rules regarding market access, domestic support and export subsidies, besides negotiations on food and safety standards etc., which was settled by the adoption of agreements on Sanitary and Phyto-Sanitary (SPS) measures and Technical Barriers to Trade (TBT). These instruments existed in the GATT as codes. There are also sections (in AoA) on non-trade concerns, like food security, rural development etc. India’s obligations under the WTO AoA fall mainly under four broad areas namely, market access, export subsidies, domestic support, and SPS measures.

India’s Obligations Under Market Access 

According to the WTO AoA, all non-tariff barriers (NTBs) to agricultural trade were to be tariffied and converted into their tariff equivalents. Further, tariffs resulting from this ‘tariffication process’ were to be reduced by a simple average of 36 percent over a period of six years in the case of developed and 24 percent over a period of 10 years in the case of developing countries. In addition to this, for countries, which had tariffied, there was also an obligation to maintain current and minimum access opportunities and to establish a minimum access tariff quota of a minimum of three percent of domestic consumption in the base period 1986-88. This was to be gradually increased to five percent of base period consumption over the implementation period.

Along with many developing countries, India was permitted to offer ceiling bindings instead of tariffication. These bindings were not subject to the reduction commitments. India was also allowed to maintain QRs on account of balance of payment (BoP) problems. But since India had not tariffied and was instead allowed to bind its tariffs, it did not have any market access commitment. But like many developing countries, which decided to bind their tariffs, India is also not entitled to use the Special Safeguard Measures (SSM) of the AoA, which can be used by only a few (36) developed countries, which had tariffied.

Since, AoA allowed members either to tariffy in all cases or to bind their tariffs during the Uruguay Round, India chose to follow the latter route and bound its tariffs for 3375 tariff lines which constituted 65 percent of India’s total tariff lines defined at 6-digit HS level. Out of these 3375 commodity groups, 683 commodity lines at 6-digits of HS classification belong to the agricultural sector. Simultaneously, India continued to have QRs, which it was permitted to impose because of BoP reasons. Like many other developing countries, except for a few commodities, India bound its tariffs at 100 percent for primary products, 150 percent for processed products and 300 percent for edible oils. But, for certain items (comprising about 119 tariff lines), which were historically bound at a lower level in the earlier negotiations, the binding levels were very low, in some cases, even zero. But these zero or low tariffs had no relevance because India was allowed to use QRs.

The US and some other countries in the Dispute Settlement Body (DSB) of WTO challenged India’s continuation of QRs on the plea of BoP position. In view of its improved position in the matter of foreign balances, India lost the plea for retention of QRs on account of BoP position both at the DSB as well as at the Appellate Body. According to the understanding arrived at between the parties regarding the reasonable period of time latest by March 2001, India removed the QRs on 714 items, including 142 commodities belonging to the category of agricultural commodities during 1999-00. On the occasion of Export and Import Policy announcement on March 31, 2001, the Commerce Minister announced the removal of QRs on the remaining 715 items, thereby ending the much-maligned ‘License Permit Raj’’.

With the removal of 715 items from the list, which include 42 groups belonging to agriculture, QRs on imports have been completely abolished and the obligation to replace QRs by tariffs has by and large been fulfilled (except for a few strategic commodities). After the decision to remove QRs, India was under GATT Article XXVIII, allowed to renegotiate the tariffs bindings on those commodities for which it had very low or zero tariff bindings. Consequently, in December 1999 India successfully negotiated and the bindings levels were suitably revised upward to provide adequate protection to the domestic producers. Out of these low bound tariff lines, bindings on 15 tariff lines, which included skimmed milk powder, spelt wheat, corn, paddy, rice, maize, millet, sorghum, rapeseed, colza and mustard oil, fresh grapes etc., were revised to a level ranging between 45 percent and 75 percent.

India’s Commitments Under Export Competition
Export subsidies were subject to reduction commitment in the area of export competition though several kinds of direct payments were exempted. The export subsidy commitment is either in the form of budgetary outlay reduction commitments or in the form of export quantity reduction commitments. Export subsidy outlays in budgets are to be reduced by 36 percent for developed countries and 24 percent for developing countries over a period of 6 and 10 years respectively. The volume of exports receiving subsidies is to be reduced by 21 percent per product or group of products for developed countries and by 14 percent for developing countries over the same period. These reductions are to be made by taking 1986-90 as the base period. The least developing countries (LDCs) are not subject to any reduction commitments, which are defined over commodity aggregates rather than individual lines.

Export subsidies of the kind listed in the AoA, which attract reduction commitments are not extended in India. Indian exporters of agricultural commodities do not get direct export subsidy. The only subsidies available to exporters of agricultural commodities are in the form of: (i) income tax exemptions on profits from export sales; and (ii) subsidies on costs of freight (export shipments) of certain products like fruits, vegetables and floricultural products.

Since these payments are exempt for developing countries from reduction commitments during the implementation period, they will not cause any adverse impact on agricultural exports from India, at least during this period. Therefore, India is making use of these subsidies in certain schemes of Agricultural & Processed Food Products Export Development Authority (APEDA), especially for facilitating export of rice, wheat and horticulture products. But once the export supplies become self-sustaining during the adjustment period, these will have to be withdrawn.

India’s Commitments Under Domestic Support

The AoA distinguishes between three types of production support grouped into ‘boxes’, which are given the colours of traffic lights: green (permitted), amber (slow down – i.e. to be reduced), blue (subsidies that are tied to programmes that limit production). There are also exemptions for developing countries in the form of Special and Differential Treatment (S&DT).

Domestic support measures, according to the Agreement, are meant to identify acceptable measures of support to farmers and curtailing unacceptable trade distorting support to farmers. The trade distorting domestic support is measured in terms of what is called the ‘Total Aggregate Measurement of Support (AMS), which is expressed as a percentage of the total value of agricultural output and includes both product specific and non-product specific support.

According to the AoA, all non-exempt domestic support calculated as AMS has to be reduced by 20 percent by developed countries in six years (1995-2000) and by 13-1/3 percent by the developing countries in 10 years (1995-2004), taking 1986-88 as the base period. However, domestic support given to the agricultural sector up to a de-minimis level of 10 percent of the total value of agricultural produce in developing countries and five percent in developed countries is allowed.

AMS is further classified into product-specific and non-product specific support. All the supports/policies directed at producers of various agricultural products and provided on product-by-product basis constitute the product specific AMS. These support measures can be classified into three broad categories namely, Market Price Support, the Nonexempt Direct Payments and other Product Specific Support. The only measure that is relevant for the calculation of product specific support in India is the market price support since the other two namely, the Non-exempt Direct Payments and other Product Specific Support do not constitute a significant proportion of support in India. The market price support in the form of minimum support prices is announced by the Government for different commodities, based on the recommendations of the Commission for Agricultural Costs and Prices (CACP). The non-product specific support is the measure of support given to agriculture by way of subsidised supply of inputs such as fertilizers, irrigation, electricity, credit and seeds etc.

Gulati (2001) calculated that in case of India the product specific support in the year 1995-96 was negative to the extent of 38.5 percent. Bhalla (2004) has prepared a new set of estimates for both the product specific and non-product specific support to agriculture. The results show that the product-specific support is negative both at fixed price based on Triennium Ending (TE) 1986-88 or even if current price base is taken. However, the non-product support that is input subsidies is positive. But they do not exceed the de minimus level either individually or in the aggregate. Since India’s total product support continues to be negative it has proposed to the WTO that the negative support should be offset against positive non-product support while calculating the AMS. No final decision has yet been taken on this issue.

The July Package

Nevertheless, when the WTO members agreed on Doha Rounds Work Programme (DRWP) in July 2004 called the ‘July Package’, the developed countries succeeded in safeguarding their interest by relegating capacity building and implementation issues into a backburner. Moreover, the ‘July Package shifted the focus from the three pillars of agriculture – market access, domestic support and export competition – to the three entities such as agriculture, non-agriculture market access (NAMA) and services that brought in trade facilitation.

The main features of July Package are:

· S&DT is integral part of all the three pillars;

· Reduction in aggregate measure of support (AMS) and ‘de minimis’ by all;

· Blue box retained but capped at five percent of output value; 

· Green box will be reviewed and clarified;

· Progressivity in tariff reductions through deeper cuts in higher tariffs and flexibilities for sensitive products;

· Substantial improvements in market access for all products;

· All members (including developed countries) may designate tariff lines to be treated as sensitive; and

· Elimination of export subsidies by a fixed date.  

In area of domestic support, the framework agreement proposes immediate reduction in domestic support by 20 percent. The reduction is to be affected on a much higher base, which would be sum of trade distorting support, de minimis level and permitted blue box. The agreement institutionalises blue box to provide assistance upto five percent of product value. The green box includes non-trade distorting or minimum trade distorting measures. It needs to be noted that even in the UR agreement green box was defined only to include non or minimal trade distorting support but subsequently the box was used to shift amber box support to exempted green box. The framework permits developing countries to designate list of ‘Special Products’, which would not be subject to market access commitments. In the same breath, the package retains a sort of Special Safeguard Mechanism (SSM) for ‘Sensitive Products’, which would allow developed countries to deny market access in their countries to the products defined as sensitive.

Sixth WTO Hong Kong Ministerial  

Extremely slow progress of negotiations made at Geneva regarding the modalities to be adopted for AoA, it was amply clear from the beginning that the 6th WTO Ministerial at Hong Kong will have very limited objectives, which included: to finalise a development package for LDCs; and to arrive at some consensus on the Cotton Initiative. In Agriculture and NAMA, the objective was primarily (as popularly mentioned) to top up the convergences available from the report of the Chairman of committee on AoA to the maximum extent possible.

Mehta and Kumar (2006) have very rightly stated, “Frankly speaking, if we compare the developments at Hong Kong with the ‘July Package’, the progress is minimal. The most contentious and the toughest part of the current negotiations is that modalities, which over time period, formulae and principles for reductions of tariffs and subsidies, have unresolved. In addition, despite all talks of a development focus of Doha agenda, there has been a continuous dilution of the ‘development” mandate’.
.

Whether any progress made at the multilateral trade negotiations (MTN) on the July deal, Mehta and Kumar’s reaction was  “…. After the Cancun fiasco it took almost three to four months for the negotiators to sit across the negotiating table and resume the dialogue. This resulted in the ‘July Package’, which once again raised the expectations of developing countries. The July Framework was an important milestone in the Doha Round. Alas, the euphoria created by the July Framework Agreement proved to be short-lived”. And the Hong Kong Ministerial could not (as expected) make much progress on the July deal.

Table-2.1: A Comparison Between ‘July Package’ and Hong Kong Declaration

	
	In July Package
	In Hong Kong
	After Hong Kong

	Agriculture

	Export

Subsidies


	Agreement in principle to eliminate export subsidies including implicit ones through export credits, state trading enterprises, and food aid. The end date to be agreed
	Parallel elimination of all forms of export subsidies and disciplines on all export measures by end-2013. A substantial reduction to be realised by 2011
	It remains a major challenge to ensure parallelism. It means quantifying indirect subsidies and working out a detailed phase-out programme.

	Domestic

Supports
	Members with the highest trade-distorting domestic subsidies will make deeper cuts. Developing countries that allocate almost all de minimis support for subsistence and resource poor farmers will be exempt from reductions.
	Agreement on three bands to classify WTO Members as per their levels of trade-distorting domestic support. As per this classification the EU would fall in top band, the US and Japan in middle band and rest in bottom band.
	Yet to agree on size of subsidy reduction and more importantly plugging loopholes to prevent members from box shifting.



	Market

Access
	A tiered formula with progressivity to be achieved through deeper cuts in higher tariffs. Flexibilities for ‘sensitive products’

(developed countries) and ‘special products’ (developing countries).
	Agreement on four bands for structuring tariff cuts with different thresholds for developing countries.

Flexibility for developing country members to self-designate an appropriate number of tariff lines as special products and also right to have recourse to a Special Safeguard Mechanism.
	Yet to agree on size of tariff cuts and further specificities on treatment of ‘special’ and ‘sensitive’ products.


Yet another outcome of the Hong Kong (HK) Declaration, which has serious repercussions for developing countries, was the formal linking of agriculture and NAMA. Institutionalising this linkage the HK Declaration (paragraph 24) states,  “it is important to advance the development objectives of the round through enhanced market access for developing countries in both agriculture and NAMA. There should be high level of ambition in market access for agriculture and NAMA. This ambition is to be achieved in a balanced and proportionate manner consistent with the principle of special and differential treatment”. The contents and wordings of these sentences are confusing and carry meanings differently to different players in multilateral trade negotiations. In such situations developing countries with their limited and weak negotiation capabilities would find it difficult to deal with beneficially. 

Box-2.1: Non-Agricultural Market Access (NAMA)

 

NAMA refers to a process of negotiations mandated by the Doha Ministerial Declaration (2001), aiming to liberalise trade in industrial and consumer products, particularly in products of export interest to developing countries. The negotiations cover all products not covered under the AoA. The products covered are essentially industrial goods that also include natural resources like fisheries, gems and minerals. These negotiations aim to reduce or eliminate tariff peaks, tariff escalation, high tariffs and NTBs and other barriers to market access for industrial exports. NAMA negotiations are closely related to development because it works towards setting standards on the degree to which a country can manoeuvre its tariff policy. Tariff policy in turn is an integral part of the development strategy of a country and has significant implications for industrialisation, employment and poverty. A strong industrial base is essential to economic development. Tariffs allow countries to control the price, speed and volume at which imports enter their domestic markets to protect local production until the time they are ready to compete. The present day developed industrial countries make extensive use of tariffs to allow their domestic industries to grow; in fact, they continue to rely on tariffs peaks and tariff escalation to protect certain sectors. Any major reduction in tariff rates can not only impose harsh adjustment costs (revenue loss) but also lead to conditions like ‘de-industrialisation’ (job losses, for example, the experiences of Senegal between 1985-88 and Zambia in 1991). The negotiations on NAMA have been tortuous, and many developing countries and LDCs, including those from Asia, have expressed grave concerns. However, the text of the HK Declaration on NAMA, as stated by Mehta and Kumar (2006, p2) gives a sense of comfort to some extent as tariff peaks and tariff escalation would be reduced or appropriately eliminated by using ‘Swiss Formula’ with multiple co-efficient. Preference erosion, which is one of the major fears of LDCs, has been recognised in the text. However, still there is no meaningful forward movement on how to negotiate NTBs.

Implications for India

So far India is concerned the major gains at Hong Kong Ministerial, as elaborated by GK Pillai are discussed below. 

India would not be required to make any cuts in de minimis support as well as any overall cut in trade distorting domestic support. As per the existing criteria, India is entitled to provide 10 percent of the annual value of agricultural production as product specific de minimis support and a further 10 percent as non-product specific de minimis support. This would mean that both the Central and the State Governments would be free not only to continue with the existing subsidy programs but also could increase the same. 

It was also agreed that there would be parallel elimination of export subsidies and disciplines on export measures, which would be completed by the end of 2013 with a substantial part to be realised by the end of first half of the implementation period i.e. 2010. Although the exact value of the export subsidy/export credits is only of the order of around US$10bn the fact that 50 percent of the same would be eliminated by 2010 would mean that India could expect a slight rise of 3 – 5 percent in the world market prices of specific crops like sugar, cotton and certain dairy products which receive these export subsidies. Here again, the key question would be whether the developed countries would actually reduce the amounts provided to the farmers or indulge in box shifting to provide the same amount of support. However, since export subsidies are the most trade distorting their phased elimination would have an impact on the world market prices of some agricultural commodities. 

It was also agreed that developing countries like India would continue to benefit from the provisions of Article 9.4 of the AoA for five years after the end date for elimination of all forms of export subsidies. This means that India would be permitted to provide transport and marketing subsidies for export of agricultural products till the end of 2018. 

In so far as India’s defensive interests are concerned, the major achievement at HK was the agreement that developing countries will have the flexibility to self-designate an appropriate number of tariff lines as Special Products (SPs) guided by indicators based on the criteria of food security, livelihood concerns and rural development. It must, however, be realised that treatment of such SPs are still subject to negotiations even though it was agreed in the July framework that more flexible treatment would be accorded to SPs.  

Developing country members would also have a right to recourse to a Special Safeguard Mechanism (SSM) based on import quantity and price triggers. The inclusion of price triggers was a significant achievement, as there was a widespread objection to this trigger being a part of SSM. However, their precise arrangements are to be further negotiated.  

In so far as the tariff reduction or market access commitments are concerned, the only agreement was that there would be four bands for structuring tariff cuts. The Threshold for these four bands for both developed and developing countries as well as the cuts in each band are to be negotiated in the coming months. As per the G-20 proposal, the four bands proposed for developing countries are 0 – 30, 30 – 80, 80 – 130 and 130 percent and beyond. The cuts in the highest band would be 40 percent with lower cuts of 35 percent, 30 percent, 20 percent in the other bands. However, the overall cut shall not exceed 36 percent on average. In so far as the developed countries are concerned, the G-20 proposal is that these countries take an average cut of at least 54 percent with cuts in the highest band of 75 percent. Disciplining the Blue Box and any Product Specific Caps and tightening the criteria for Green Box subsidies are to be negotiated in the coming months. The correction in the distortion in agriculture trade would be based on the effectiveness of these disciplines and their monitoring. 

In so far as domestic support to agriculture is concerned, over 85 percent is provided by the developed countries. The US has agreed to an overall cut of 53 percent while the EU has agreed to an overall cut of 70 percent. The cuts by the US primarily reduce the water available and is not a real cut. Negotiations are continuing to have more effective cuts. 

It would thus be evident from the above that the bulk of the negotiations would be accomplished in the next 3-4 months.  It was agreed at HK that full modalities in agriculture and NAMA would be achieved no later than April 30, 2006. 

Reforms in the agriculture sector in India were extremely slow during the Uruguay Round. The critical requirements of improving productivity in agricultural products, amendments to marketing Acts, setting up of agricultural infrastructure, including cold storage chains as well as improvement in productivity have been very tardy. It is likely that Indian agriculture may get 4 – 6 years time to carry out these reforms and become competitive in selected sectors. 

Agriculture is a State subject and the State Government has an overwhelming responsibility to ensure that the interest of the farming community are fully protected and that they are given full opportunity to enhance their incomes through increased subsidies, better infrastructure and marketing so that they can double or triple their income. This requires detailed crop wise micro planning so that input costs are minimised, productivity improved, marketing channels streamlined and infrastructure bettered for the farmers. The next few years will be extremely critical in this regard.  

Chapter-3

India’s Oilseeds & Edible Oil Scenario

Indian vegetable oil economy is the fourth largest in the world next only to US, China and Brazil accounting for about 14 percent of world’s oilseeds area and 8.5 percent of world’s oilseeds production. However, the productivity in India is only 986 kg/ha (2003), which is just less than 2/3rds of the worlds average productivity of 1777 kg./ha (2003). But there has been a significant improvement in yield rates in India since 1986. During the period 1986-2003, average yield rates grew more than twice compared to the world average (76 percent against 31 percent). There was a significant growth in production of oilseeds in India, which grew by 133 percent as against just 79 percent increase for the world production during the same period. Cropped area under oilseeds during the same period rose by 36 percent for the world while it was only 25 percent for India.

India ranks first in castor and safflower production in the world and it is the second largest producer of groundnut and sesame and ranks third in linseed and rapeseed, fifth and sixth in soyabean and sunflower, respectively. Table-3.1 illustrates that in terms of area out of eight oilseeds crops, India ranks first in four crops, second in rapeseed only next to China and fourth in sunflower and soyabean. Appendix 3.1 shows details of India’s share in world production of different oilseeds crops during 1992-93 to 2004-05.

Table-3.1: India’s Position in World’s Area & Production of Oilseeds (2003)

	Oilseeds
	Area
	% Share
	Rank
	Next to 
	Production ‘000 MT
	%

Share
	Rank
	Next to

	
	World
	India
	
	
	
	World
	India
	
	
	

	1.Groundnut
	26463
	8000
	30.2
	I
	-
	35658
	7500
	21.0
	II
	China

	2.Safflower
	743
	350
	47.1
	I
	-
	648
	157
	24.2
	I
	-

	3.Castor
	1163
	625
	53.7
	I
	-
	1144
	580
	50.7
	I
	-

	4.Linseed
	2456
	459
	18.7
	I
	-
	2091
	173
	8.3
	III
	Canada

China

	5.Sesame
	6566
	1940
	29.5
	I
	-
	2942
	620
	21.1
	II
	China

	6.Rapeseed
	22943
	4419
	19.3
	II
	China
	36146
	3842
	10.6
	III
	China

Canada

	7.Sunflower
	22333
	1940
	8.7
	IV
	Russia Ukraine

Argentina
	27740
	1220
	4.4
	IX
	Argentina

Russia

Ukraine

USA

China

France

Romania

Spain

	8.Soya bean
	83695
	6450
	7.7
	IV
	Brazil

Argentina

China
	189234
	6800
	3.6
	V
	USA

Brazil

Argentina

China


Source: Oilseeds Situation: A Statistical Compendium, 2005 Published by Directorate of oilseeds Research, (ICAR) Hyderabad. 

Table 1.4 pp..5
In domestic agricultural sector, oilseeds occupy a distinct position after cereals sharing 13 percent of country’s gross cropped area and accounting for nearly three percent of gross national product (GNP) and 10 percent of the value of agricultural produce. India is blessed with diverse agro-ecological conditions ideally suited for growing a variety of oilseeds crops of which nine important crops include groundnut, rapeseed, mustard, sunflower, sesame, soyabean, safflower, caster, linseed and niger, two perennial oilseeds crops (coconut and palm oil), besides secondary oil crops such as maize and cotton. In addition, more than 100 tree species of forest origin that have the potential to yield about one million tonnes of vegetable oil are grown in India.

Recent Trends in Production and Performance

All India area, production and yield of nine oilseeds crops are shown in Appendix-3.2 covering the entire Plan period. In 1950-51, area under nine oilseeds crops was just 10.73 million hectares, which rose to 23.69 million hectares in 2003-04, registering an annual compound growth rate of 1.45 percent per annum. The production of these oilseeds rose from 5.16 million tonnes to 25.3 million tonnes during the same period showing an impressive growth rate of 3.17 percent per annum. The average yield registered a growth rate of 1.6 percent per annum increasing from 481 kg/ha to 1067 kg/ha during the same period (Table-3.2). During 1981-82 to 1993-94, oilseed crops registered the fastest annual growth rate (5.8 percent) of all major crops in India, contributing 22 percent of all India crop growth during the same period. This annual growth rate in oilseeds production was more than double the annual growth rate in food grains (2.8 percent) and far exceeded that of cereals (3 percent), fibres (3.4 percent), sugarcane (2.9 percent) and fruits & vegetables (4 percent). This oilseeds production performance contrasts sharply with the virtual stagnation (1 percent per annum) during the initial post-green revolution period (1968-1981). This rapid growth in oilseeds production has given rise to more balanced agricultural growth across states, particularly favourable to the rainfed area, implying that oilseeds were raised prominently in rainfed areas. 

Table 3.2: Area, Production and Yield of Nine Oilseed Crops in India

	 Year
	Area
Million hectares
	Production
Million Tonnes
	Yield
Kg/ha

	 1950-51
	10.73
	5.16
	481

	 1955-56
	12.09
	5.73
	474

	 1960-61
	13.77
	6.98
	507

	 1965-66
	15.25
	6.40
	419

	 1970-71
	16.64
	9.63
	579

	 1975-76
	16.92
	10.61
	627

	 1980-81
	17.60
	9.37
	532

	 1985-86
	19.02
	10.83
	570

	 1990-91
	24.15
	18.61
	771

	 1995-96
	25.96
	22.11
	851

	 2000-01
	22.63
	18.43
	791

	 2003-04
	23.69
	25.29
	1067


Source: Oilseeds Situation: A Statistical Compendium, 2005 Published by Directorate Of oilseeds Research, (ICAR) Hyderabad. Table 1.2 pp.1

As reported in the World Bank study 1997, the adoption of new technology during the mid-1980’s played crucial role in increasing oilseeds output. In the initial period between 1979-80 and 1986-87, new oilseeds crop technologies were introduced and its uptake by early adopters yield improvements outpaced area expansion in explaining overall increase in oilseeds output. However, during the following period from 1986-87 until 1993-94 the situation reversed when improvements in yields played a more modest role in explaining total output growth of oilseeds. The area expansion was more rapid as new technology spread much faster in new areas. 

The nine oilseeds crops performance in terms of area, production and productivity growth during 1980 to 2004 period divided into three distinct sub periods are shown in Table 3.3. The area, production and yield performance during the entire Plan period from 1950-51 to 2002-03 for groundnut, rapeseed-mustard and soyabean are presented in Appendix 3.3,3.4 and 3.5 respectively.

Table 3.3: Compound Growth-Rates of Area, Production and Yield of Oilseeds Crops, during 1980-90, 1990-2000 and 2000-2004 (Base year TE 1981-82=100)

	
	Area
	Production
	Yield

	1980-81 to 1989-90
	2.47
	5.36
	2.49

	1990-91 to 1999-2000
	0.17
	1.42
	1.42

	2000-01 to 2003-04
	0.23
	6.41
	5.95


Source: Oilseeds Situation: A Statistical Compendium, 2005 Published by Directorate of oilseeds Research, (ICAR) Hyderabad Table 17.1 pp.365

The post 1980’s period has shown some distinct changes in the performance of oilseeds sector. The output growth (5.36 percent) during the first sub-period (1980-81 to 1989-90) has made the country almost self sufficient in oilseeds. This increase in output growth was contributed equally by area expansion and yield improvements. The second sub-period (1990-91 to 1999-2000) has been a clear slow down in output growth (1.42 percent), which was mainly due to deceleration in the yield growth (1.42 percent) reason thereof being relatively slow growth in irrigation availability to such crops. Since the beginning of the new century the third sub-period (2000-01 to 2003-04) has shown impressive improvements in yield rates (5.95 percent) giving rise to significant growth in output (6.41 percent) of oilseeds, while area expansion played insignificant role.

Cropping Pattern

In the 1970’s, groundnut (63 percent) dominated oilseeds production followed by rapeseed-mustard (21 percent), both these crops produced nearly 85 percent of country’s oilseeds production, while soyabean and sunflower were almost non-existent. The technological change in oilseeds production made it possible to grow new crops such as soyabean and sunflower and improved technology was introduced in traditional oilseeds rapeseed/mustard and groundnut. The soyabean and sunflower output grew by 18 percent and 21 percent respectively during 1980-81 to 1989-90. The output growth of about 7.3 percent per annum in rapeseed mustard was also a significant contributor to oilseeds output during the same period (Appendix 3.6). In the 1990’s, only soyabean production showed spectacular performance (13 percent per annum) while the output of rapeseed mustard stagnated (0.78 percent) and groundnut decelerated (-1.25 percent). More than 1/5th of oilseeds production was now contributed by soyabean. Since the beginning of the present century, there is a turnaround in output as well as yield performance of all three major oilseed crops in India. In the period between 2000-01 and 2003-04, growth performance in output was led by soyabean (9.7 percent), followed by rapeseed mustard (7.6 percent) and groundnut (3.2 percent), baring 2002-03, when total output of all three major oilseeds crops dipped to the lowest level in the entire post-1990 period. (groundnut dropped by 37 percent, rapeseed/-mustard by 24 percent and soyabean by 18 percent. However, this situation was reversed in 2003-04 when rapid production increase in rapeseed –mustard and soyabean changed dramatically the performance and composition of oilseed output in India.

The major oilseed producing states in India are Madhya Pradesh (22 percent), Rajasthan (13 percent), Gujarat (12.5 percent), Maharashtra (12 percent), Andhra Pradesh (11 percent), Karnataka (9.5 percent), Uttar Pradesh (5 percent), Tamil Nadu (3 percent), West Bengal (3 percent) and Haryana (2.7 percent). These 10 states together cover more than 93 percent of the total area and contribute 96 percent of the total output of oilseeds in the country. (Appendix-3.7). The three largest oilseeds producing states – Madhya Pradesh, Maharashtra and Rajasthan – together contribute nearly half of the country’s total production of these nine oilseeds (Appendix-3.8). However, the technological change in groundnut has been much more limited. Productivity growth in groundnut remained slow over the entire period. Most of the groundnut growth took place in the late 1980’s, mostly as a result of area expansion in Andhra Pradesh. Gujarat is the largest groundnut producing state in the country claiming more than half of country’s total groundnut production. Tamil Nadu and Andhra Pradesh are the other important producers of groundnut. (Appendix-3.9).

Rajasthan claims first position with a share of 45 percent in rapeseed-mustard production in India, followed by Uttar Pradesh (12.7 percent) and Haryana (15.4 percent). Until the end of 1980s, yield improvements played the dominant role in output growth, while area expansion contributed little. During the 1990s, area expansion contributed the most as the new varieties spread to an increasing number of growers, and yields contributed less. The growth in yields improved significantly from 0.2 percent per annum (1968 to 1981) to 5.2 percent (1980-81 to 1989-90), also surpassing that of rice and wheat. Area expansion took place largely in Rajasthan, Madhya Pradesh and parts of Gujarat. There was a significant deceleration in yields growth (0.07 percent per annum) during the period 1990-91 to 1999-00, but the trend was reversed in later period 2000-01 to 2003-04 when yields showed spectacular increase of almost five percent per annum, mainly due to good monsoon (barring 2002-03) and application of new varieties of seeds. (Appendix-3.10).

The introduction of new oilseed crops i.e. soyabean in Madhya Pradesh and Maharashtra, sunflower in Karnataka and Andhra Pradesh marks the beginning of technological change in oilseed production. Most of the technological change was brought about in the form of area expansion during the 1980s and the 1990s. Except in 2002-03, growth in soyabean was significant at around seven percent per annum during the period between 2000-01 to 2004-05, accounted for mainly by the growth in yield rates (10 percent) with almost no area expansion. More than 2/3 of soyabean is produced in Madhya Pradesh while Maharashtra (28 percent) and Rajasthan (9 percent) are other two prominent soyabean producing states in the Country. (Appendix-3.11)

Increased Production Stability 

The oilseeds output has shown increasingly more stability as it expanded during the period between 1992-93 and 2003-04. Only two years, -- 2000-01 and 2002-03 – when output reduced significantly due to widespread drought conditions prevailed in oilseeds growing areas/states otherwise output of oilseeds remained above 20 million tonnes mark during the entire period. It is rather a discerning feature that despite tremendous efforts irrigation facilities were available to only ¼ of the area growing oilseeds crops though expansion of oilseed production was accompanied by more irrigation which would have a favourable effect on production stability.

Crop Diversification

There has been a remarkable diversification in oilseeds crops as production of oilseeds increased. The share of groundnut in total production declined from 58 percent to 32 percent while rapeseed-mustard and soyabean together assumed a much larger share from 29 percent to 56 percent during the period between 1980-81 and 2003-04.

Government Policy to Raise Oilseeds Production  and Productivity

Since the 1980s there emerged a realisation to raise oilseeds production and productivity to achieve self-sufficiency in vegetable oil and oilseeds sector. The role of technology was accorded explicit recognition as a major input in oilseeds production. A development project for groundnut was initiated in 1980-81 and that for soyabean in 1981-82. In 1980-81, a programme of distribution of mini-kits of improved seeds and fertilizers for oilseeds was started. The National Oilseeds Development Project (NODP) was launched for accelerating the production of four major oilseeds crops viz., groundnut, rapeseed-mustard, soyabean and sunflower. The programme was designed to make available improved HYV seeds, plant protection chemical, fertilizers and rhizobium culture to the farmers at subsidised rates. The various government agencies such as Indian Council of Agricultural Research (ICAR), State Departments of Agriculture, State Agricultural Universities were involved in taking new varieties and improved techniques to the fields. Initially the programme was started in potential areas of 12 states but later on it was extended to 180 districts of 17 states. 

Although these efforts showed some good results in raising oilseeds production however it was increasingly realised to incorporate the improved technology of processing and management of the oil economy so as to have an integrated development programme for edible oils and oilseeds crops in the country. With this view, the ‘Technology Mission on Oilseeds’ (TMO) was launched in May 1986. In 1987-88, the ‘Oilseeds Production Thrust Project’ (OPTP) was initiated in 246 districts of 17 states, which was subsequently extended to other areas. Both these programmes -- NODP and OPTP – were merged into one programme, namely, Oilseeds Production Programme (OPP), during 1992-1993, and was implemented in 324 districts in 21 states (S.S. Acharya IJAE 1993).. The growth performance of oilseeds economy of the country during the last 30 years reveals major deficiencies/limitations, which inter-alia, include the following: 

· Lack of any genetic advance in technology evolving high productivity seeds;

· Compulsion of raising irrigation facilities because even today ¾ of the area under oilseeds crops is still rainfed;  

· Low productivity of oilseeds never matching wheat/rice productivity levels even if grown in irrigated land;

· High risks in losing production due to extensive sensitivity to adverse weather conditions especially mustard; and 

· Low MSP vis-à-vis rice/wheat, even if MSP for oilseeds is doubled/tripled would not be helpful as long as yield rate are low compared to rice/wheat.

India’s strategy for increasing oilseeds production, therefore, laid greater emphasis on both ensuring remunerative prices to the oilseeds growers and developing and popularising viable technologies that will increase productivity at low cost. The price support operation for the oilseeds sector in India are at two levels: one is a farm price support scheme administered by the National Agricultural Cooperative Marketing Federation (NAFED), which provides floor price for major oilseeds viz., groundnut, rapeseed-mustard. However, the need for NAFED’s intervention in the oilseeds market has been negligible in the past since prices of groundnut, rapeseed-mustard and other oilseeds have always remained well above the support price (Table 3.4). Therefore, large scale price support purchases did not arise. However, in order to provide remunerative prices to oilseeds growers as well as prompt them to move away from cereal crops and to grow more oilseeds (cash) crops, the MSP for oilseeds were increased more than that for cereals. For example, between 1978-79 and 1985-86, while MSP for paddy (common) and wheat was increased by 67 percent and 41 percent but for groundnut and mustard the increase was by 100 percent and 63 percent respectively. Again between 1985-86 and 1990-91, the increase in MSP for paddy (common) and wheat was 44 percent and 39 percent, such increase for groundnut and mustard was 66 percent and 50 percent respectively. Furthermore, MSP for rapeseed-mustard increased by 41.7 percent and that for groundnut by 22.9 percent as against 9.8 percent for Paddy (common) and 4.9 percent for wheat during the period between 2000-01 and 2004-05 (Appendix-3.12). 

Table-3.4: Price Support Purchase of Oilseeds

	Crop
	Commencement of support programme
	Purchases under price support

scheme till 1992-93

	
	
	Crop years


	Quantity purchase

(1000 tonnes)

	Groundnut
	1976-77
	1992-93
	50.45

	Soyabean
	1977-78


	1977-78

1978-79

1979-80

1980-81

1981-82

1984-85

1985-86

1986-87
	2.05

65.92

18.29

0.01

0.08

3.71

192.02

0.12

	Sunflower
	1976-77
	1986-87

1990-91
	NA

0.01

	Rapeseed-Mustard
	1977-78
	1984-85

1985-86

1989-90

1992-93

2003-04

2004-05
	76.61

13.44

0.07

2.81

2100

	Safflower
	1985-86
	1989-90

1992-93
	0.02

14.95


Source: Adopted from S S Acharya, IJAE, 1993, pp.323
The other price support operation is by the National Dairy Development Board (NDDB), which was assigned the task of intervening in the wholesale market through the Market Intervention Operation (MIO) in edible oils and oilseeds introduced in April 1989. The objectives of MIO were to stabilise wholesale prices of edible oils within the specified lower and upper limits of the price band (as recommended by the Empowered Committee on oilseeds policy constituted by the Government of India) and to buildup stocks during years of surplus production so as to tide over the need for heavy imports during the lean years. 

The NDDB was provided a line of credit for stocking of oilseeds/oils on the same terms and conditions as the Food Corporation of India (FCI). The NDDB has, however, met with only limited success in its MIO, and meanwhile incurred huge amount of losses.

As we have seen earlier that the increase in the support prices for different oilseeds crops had been more generous compared to other agricultural crops such as rice and wheat, in fact market prices of oilseeds have always ruled higher than the support prices and the need for NAFED’s intervention in the oilseeds market never arose or at most been negligible in the past.

 In recent years, the edible oil price index has stood at a higher level than for all food items. From this analysis, it is clear that price has not been the major constraint in expanding oilseeds production and that other factors like lack of a viable or acceptable technology, greater risks associated with production and marketing of oilseeds, priority to increasing food gains production may explain better this constraint (World Bank, 1997)

Price is an important issue. Diversion of area from food gains to oilseeds is widely talked about and the key to their diversion is thought to lie in raising MSP of oilseeds to provide oilseeds growers a comparative price advantage relative to rice and wheat. Unfortunately, this is unlikely to help as long as yield rates in oilseeds are so low relative to rice and wheat. Doubling or even tripling the MSP of oilseeds will not match their gross returns per hectare vis-à-vis food grains (Appendix 3.14). 

Given the current low productivity levels in three major oilseeds groundnut, mustard and soyabean and the limitation to raising productivity levels India’s dependence on imports to meet almost half of its requirements is unavoidable. Doubling of international price in 2002 caused little or no reduction in Indian imports, which is an evidence of inelasticity of demand at current level of GDP and population growth in the country. High import duties too had little effect on imported volumes. Improvements in yield rates and favourable price policy together with a high WTO compatible tariff wall can at best make only a marginal impact. Dependence on large volume of imports is bound to continue (Economic survey 2002-03 pp.176).

In contrast to the significant progress India has made in wheat and rice yields (and production) oilseeds yields in the country are well below the world average and yield trends have been flat to negative in recent years (Fig. 3.1). Indian average rapeseed-mustard yields, for example, peaked in 1996-67 at just 1043 kg/ha, which were still one-third less than the world average. During 1990-91 to 2002-03 India’s average yield rate was just 889 kg/ha against the world average of 1446 kg/ha. (Table-3.5). 

Table-3.5: Oilseeds Yields-India vis-à-vis World (1986-2003)

(Metric tonnes/hectare)

	Year
	India
	World

	1986
	605
	1353

	1988
	824
	1325

	1990
	771
	1442

	1992
	797
	1512

	1994
	848
	1623

	1996
	926
	1615

	1998
	944
	1723

	2000
	810
	1766

	2001
	913
	1800

	2002
	691
	1787

	2003
	1067
	1777


Figure-3.1: Indian Oilseed Yields vis-à-vis World Averages, 1980-81 to 2003-04.
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Source: Oilseeds Situation: A Statistical Compendium, 2005 Published by Directorate of oilseeds Research, (ICAR), Hyderabad Table 1.1 & 1.2 p-1,2

HYV Seeds for Raising Yield Rates
Wide difference in oilseeds yield rates across districts and states in the country indicate scope for further increasing their yield levels. Improved/hybrid varieties of various oilseeds have been developed, which, if popularised, could give 20 to 50 percent or more yields as compared to present strains. Available information indicates that 200 varieties/hybrids of various oilseeds suitable for diverse agro-climate situations and environment have been developed. It is reported that 50 of which in the last five years have been developed by various researchers and scientific laboratories, which have a genetic yield potential of two to four times more than those of national and state averages. International Crop Research Institute for the Semi-Arid Tropics (ICRISAT), has developed groundnut varieties which can yield three to five times per hectare, i.e. six times the national average yield (Shenoi, 1993). However, due to various production and marketing risks farmers appear to be reluctant or slow to adopting the improved technology because of the high investment requirement in terms of fertilizers, pesticides, other inputs and more so because oilseeds cultivation is concentrated in high risk regions where returns on investment are uncertain. Furthermore, shortages of certified quality seeds due to constraints in large scale multiplication, high cost of oilseeds due to high overheads and the low priority given to oilseeds research and development in the country until the advent of the TMO in May 1986 are some of the reasons for the low adoption rates of improved technology (Ninan 1995). Again, there are general and widespread weaknesses in our extension services due to which there is a slow transmission of improved/hybrid seeds varieties from the laboratories to the farms.

Risks in production and marketing of oilseeds are relatively high as compared to other commodities and have acted as a constraint for rapid expansion of oilseeds production in India. Though irrigation is known for its yield enhancing effect, coverage of irrigation for oilseeds in general and Kharif oilseeds in particular is low compared to other crops like wheat, rice, sugarcane etc., where returns are more and risks low. Yields of oilseeds under irrigated condition are substantially higher (about two to three times higher) as compared to rainfed conditions. Furthermore, oilseeds require less water than other crops like rice. In fact, water required to irrigate one acre of area under paddy is sufficient for about four acres of area under groundnut (Ninan, 1989). Only around 25 percent of oilseeds area receives irrigation support, the remaining area being concentrated in regions with low or uncertain rainfall and marginal lands, consequently weather related production risks are quite high in respect of oilseeds cultivation particularly Kharif oilseeds where unlike for Rabi oilseeds, coverage of irrigation is very low. Timely arrival of Monsoon, including good distribution of the available rainfall, is crucial for healthy growth of oilseeds crops.

Markets-related risks are also quite high for oilseeds in India. Dominance of private traders and intensive speculative activities in trading of oilseeds is a conspicuous feature of India’s oilseeds economy. Though there have been a secular rise in oilseed/oil prices, they are also subject to wide seasonal fluctuations. The benefit of price rise goes more to the trader than the grower (Ranade,1982). Due to low retention capability growers are forced to scale their produce immediately after harvest causing prices to depress and such situation is further aggravated by intensive speculative and trading activities by a few players in the oil markets. It is estimated that the spread between the post-harvest and lean season price was as much as 75 to 100 percent for groundnut in India as against a reasonable 40 percent. As a result the oilseeds growers received only 50-60 percent of the consumer price (Shenoi, 1993).

Yield Gaps 

In India, there is a widespread network of research & development (R&D); the country has developed National Agriculture Research System (NARS), which has a very wide research and technology network and there is hardly any agro-ecological pocket, which does not have a NARS institute or a research station. Similarly, the annual reports of ICAR and state Agricultural Universities are replete with achievements in terms of new varieties of various oilseeds crops in almost all regions. But this has not helped in bridging the huge gap between what is attainable through these technologies and what actually have been attained at the farm level in most of the crops and the states. This is evident from Table-3.6A & 3.6B.

Table: 3.6A: Potential and Actual Yield Levels of Important Oilseeds

	Crop
	Realisable Yield in Demonstration (kg/ha)
	National Average Yields (kg/ha)
	Yield Gap (per cent)

	Groundnut
	1958
	993
	97

	Sesame
	635
	279
	128

	Sunflower
	1312
	570
	130

	Niger
	402
	322
	25

	Castor
	2137
	1001
	113

	Rapeseed/mustard
	1568
	903
	74

	Linseed
	851
	338
	152

	Safflower
	1349
	591
	128

	All (8) oilseeds
	1545
	794
	95


Source: R.Chand EPW 2004 p.534 

Yield gap was measured by taking the percentage by which gap between attainable yield in national demonstration plot at farmers field when improved technology and management were used along with optimum level of inputs. These yields at various sites were then compared with the actual yield in the region. In all the states there is a large yield gap in all the crops for which gap information was available. In most of the crops, technologies are available to double the actual yield (Ramesh Chand, 2004). Unless there is a big jump in productivity of oilseeds crops, it would be difficult for Indian oilseeds sector to withstand the pressure, which would be created by liberalisation.

Table-3.6B: Yield Gaps of Selected Crops: State-Level

	States
	Irrigated
	Rainfed

	
	Paddy
	Wheat
	Mustard
	Maize
	Bajra
	Jowar
	Groundnut

	Andhra Pradesh
	123
	23
	--
	--
	191
	231
	83

	Assam 
	175
	46
	114
	--
	--
	--
	--

	Bihar
	162
	74
	174
	195
	--
	--
	25

	Gujarat
	60
	43
	124
	99
	191
	541
	1

	Haryana
	55
	25
	1
	3
	86
	--
	--

	Himachal Pradesh
	49
	163
	420
	11
	--
	--
	--

	Karnataka
	132
	28
	--
	--
	258
	292
	49

	Kerala
	116
	--
	--
	--
	--
	--
	--

	Madhya Pradesh
	135
	73
	89
	105
	165
	231
	55

	Maharashtra
	140
	102
	--
	--
	--
	--
	--

	Orissa
	115
	66
	63
	153
	--
	--
	60

	Punjab
	87
	40
	25
	6
	--
	--
	--

	Rajasthan
	27
	82
	130
	114
	309
	--
	106

	Tamil Nadu
	61
	--
	--
	--
	163
	479
	62

	Uttar Pradesh
	101
	93
	164
	106
	92
	--
	106

	West Bengal
	90
	19
	131
	11
	--
	--
	--


Source: Ramesh Chand (ed) India’s Agricultural Challenges, Centad 2005, pp..35 Table 2.5

Comparative Advantage for Indian Oilseeds
There is an on-going debate on India’s comparative advantage in oilseed production and the sustainability of the past-production gains in face of the 1994 liberalisation of oil imports. Indian oilseeds sector has never shown price competitiveness, measured in terms of nominal protection co-efficient (NPC), which was consistently higher than unity for major oilseeds crops (groundnut, rapeseed-mustard and sunflower) except soyabean (World Bank 1997), which implied a resource shift from less protected crops into the highly protected oilseeds, imposing large inefficiency losses to the economy. It is evident from the fact that the most increase in crop areas under oilseeds have come from the food grains and cotton. Furthermore, as reported earlier the average yields of oilseeds in India are significantly lower than those of the world averages though yields in India are increasing but remain less than half the level of other major oilseeds producers in the world.

Through Domestic Resource Cost (DRC) 1 estimates are not available for oilseeds in India, these estimates will be critical, especially since water is becoming an increasingly scare resource, and oilseeds have the advantage over other crops of being less water intensive. Since some states like Rajasthan are facing increasingly more water scarcity oilseed production may well represent an efficient use of scarce resources relative to alternative crops, in which case a comparative advantage would prevail (World Bank, 1995). Even if Indian yields are low by international standards, there may be possibility of the existence of advantage in production of oilseeds crops if it leads to increase in cropping intensity as it represents an efficient use of available resources.

It is worth mentioning that even if price advantage may not be available, farmers may prefer to grow oilseeds if they are able to increase output and improve cropping intensity through appropriate technological changes, which brings in comparative advantage. The deliberate technological changes, during the last two decades, have developed shorter duration, improved resistance to pests and moisture stress, HYV seeds that have enabled the better integration of oilseeds into exiting cropping patterns and the increased efficiency in the use of scarce, non-tradable resources-water, labour and land (World Bank, 1995).

It is evident from the above analysis that India, especially water deficient states like Rajasthan can continue to reap the benefits of comparative advantage in production of oilseeds crops, particularly rapeseed-mustard and soyabean if they are able to exploit technological advance in raising yield rates and thereby output and some improvements in marketing infrastructures along with support price mechanism.

In order to develop a holistic approach to the agriculture sector and to better understand the problems and aspirations of the farmers of the country, and to bring about radical changes in the policy prescription, the Government of India has recently (in 2004) appointed a National Commission on Farmers (NCF) to examine various issues confronting the Indian farmers and to suggest appropriate interventions for improving the economic viability and sustainability of diversified agriculture for doubling the farmers income (See Box 3.1).

	Box-3.1: National Commission on Farmers (NCF)


In February 2004, Government of India constituted a NCF to examine various issues confronting the Indian farmers and to suggest appropriate interventions for improving the economic viability and sustainability of diversified agriculture, including horticulture, livestock, dairy and fisheries, and for doubling the farmers income. The Commission was reconstituted in November 2004 and its terms of reference also modified to address the larger issues relating to working out a comprehensive medium-term strategy for food and nutrition strategy, enhancing productivity based on an agro-ecological and agro-climatic approach, bringing about synergy between technology and public policy, attracting educated youth in farming, enhancing investment in Agri-research, etc. The reconstituted NCF is headed by Dr MS Swaminathan and is expected to submit its final report within two years.


Source: Economic Survey 2004-05 GOI P.177


Edible Oils: Production, Demand and Imports

The recent years edible oils demand of around 9 to 10 millions tonnes has exceeded domestic production of around five to six million tonnes leading to heavy dependence on imports. Oilseeds production attained a record level of 25.1 million tonnes in 2003-04, and improved domestic production of oil to over seven million tonnes in 2003-04 (Table 3.7). 

Table-3.7: Demand and Supply of Edible Oils

                                                         (quantity in lakh tonnes)

	Oil Year 

(November-October)
	Production of Oilseeds
	Net availability of edible oils from all domestic sources
	#Demand for Edible oils

	1996-1997
	243.80
	70.90
	85.06

	1997-1998
	213.20
	60.32
	72.98

	1998-1999
	248.00
	69.61
	95.83

	1999-2000
	207.15
	60.51
	102.11

	2000-2001
	184.40
	54.99
	96.76

	2001-2002
	206.62
	61.46
	104.68

	2002-2003
	150.60
	47.28
	90.93

	2003-2004
	251.43
	71.09
	124.04

	2004-2005
	248.42
	73.10
	117.10


Source:  (I) In respect of production of oilseeds: Ministry of agriculture
(II) In respect of net availability of edible fats from all domestic sources & demand edible oils: Director of   

      Vanaspati, Vegetable Oils & fats.

# Demand has been taken as net availability of edible oils from domestic source import of edible oils. 

@ on basis of second advance estimates
Kharif production of oilseeds in 2004-05, estimated at 15.4 million tonnes exceeded the preceding year’s estimate of 15 million tonnes. The current rate acreage under oilseeds also exceeds last year’s sown area. As a result, production of oilseeds in 2004-05 is expected to exceed last year’s record level.

Import of edible oils has been in the range of four to five million tonnes in recent years accounting for almost 50 percent of domestic requirements (Table 3.8).

Table-3.8: Imports of Edible Oils
                                                                  (millions tonnes)

	
	Quantity
	Percentage Share

	
	2002-03
	2003-04
	2002-03
	2003-04

	Palm oil
	3.8
	3.4
	74
	78

	Soft oil
	1.3
	1.0
	26
	22

	Total
	5.1
	4.4
	100
	100

	Refined oil
	0.3
	0.8
	7
	18

	Crude oil
	4.8
	3.6
	93
	82


Source: Economic Survey 2004-05, GOI, pp.9

The import of edible oils in 2003-04 oil year (November-October) at 4.4 million tonnes was lower than 5.1 million tonnes imported in 2002-03, on account of higher domestic demand of edible oils complied with high international prices. Palm oil accounted for over 70 percent of total edible oils imports in recent years, while other edible oils (mainly soyabean, sunflower and rapeseed oil) accounted for the remaining 30 percent.

The India’s share in world production of oil was between six to eight percentage during the period 1994-95 and 2003-04 respectively, albeit the share in groundnut oil was the highest and it remained around 40 percent in 1994-95, but declined subsequently to 29 percent in 2003-04. Nearly two thirds of total edible oil produced in India in 1996-97 was groundnut (32 percent) and mustard oil (33 percent) while soyabean, sunflower and cottonseed oil shared around eight percent each, while remaining were sesame, safflower, nigerseed, coconut oil etc. In 2003-04, soyabean oil become prominent and captured a share of about 20 percent, however the share of groundnut (29 percent) and rapeseed-mustard (27 percent) reduced. Out of total vegetable oils production of 6.57 million tonnes in 1996-97, non-edible oils were just six percent, which slightly reduced, and was 5.3 percent in 2003-04 (Appendix 3.14).

Per capita consumption of edible oil in India grew extremely rapidly until the mid-1970s, but slowed down dramatically afterwards. Per capita consumption (availability) of edible oils almost trippled from less than three kg in the late 1960s to about eight kg in the mid-1990s (Appendix 3.15). Between 1965 and 1975, it grew at an average annual rate of 15 percent. Thereafter, it showed a tendency of deceleration growing with just 1.2 percent per annum during 1976-85, and 0.5 percent between 1986 and 1993 and the per capita consumption has remained unchanged at about six kg. It was only when liberalisation in trade policy initiated in 1994, private traders were allowed imports of edible oils, the per capita consumption climbed to an annual average of 10 kg. This was still far below the US average of 33 kg,- but well above the four kg averaged in the early 1970s. The consumption patterns of edible oils show wide variations among different income groups as well as between urban and rural consumers. In a study by Radha Krishna and Ravi (1994) it is reported that price and expenditure elasticities of demand for oilseeds is higher in the heavily populated rural areas than in urban areas, and higher among poor than among richer consumer groups. Gulati (1994) showed that per capita consumption of edible oils increases significantly across income groups.

With the population growing from about 550 million in 1970 to over one billion in 2001, and per capita income growth rising throughout the 1970s (1.4 percent per annum), 1980s (3.1 percent), and 1990s (3.7 percent) consumption growth has been almost uninterrupted. Radha Krishna and Ravi (1994) have found that changes in income, consumer preferences and prices have been the major determinants of per capita consumption between 1972-73 and 1987-88, these very factors are still held in determining edible oil consumption in India. 

The study of the World Bank (1995) has reported that in rural areas, income growth and changes in preferences each contributed about 75 percent of the observed increase in rural per capita consumption over the period, while price effects lowered that growth by a third. In urban areas, consumption of oils per capita grew at much lower pace, albeit per capita consumption levels remain much higher in urban than rural areas. The price of oil was a more significant factor in influencing growth of per capita oil consumption  (37 percent) in urban areas while consumer preferences played a minor role (33 percent).

The trends in edible oil consumption in India are marked not just by rising overall consumption, but also by changing patterns of consumption as well. Reflecting traditional patterns of domestic oilseeds production, for example, almost all edible oil consumed in India in the early 1970s was groundnut (53 percent total of consumption in Mid-1970s), rapeseed-mustard (25 percent) and cottonseed (9 percent), soyabean, palm oil and sunflower oil together accounted for less than four percent of the total. More recently, though palm and soyabean oils have become the leading edible oils consumed, accounting for 38 percent and 21 percent of the total consumption respectively, in 1999-2000 to 2001-02.

India is a vast country and inhabitants of several of its regions have developed specific preference for certain oils largely depending upon the oils available in the region. For example, people in the south and west prefer groundnut oil while those in east and north use mustard seed/rapeseed oil. Likewise, several pockets in the south have a preference for coconut and sesame oil. Mustard/rapeseed is traditionally the most important oil for northern, central and eastern parts of the country. The pungency of the oil considered is the major quality-determining factor. Therefore, the traditional millers producing unrefined oil are more favoured by the consumers. 

Till date, refining of mustard oil was almost absent in the country. As a result, the mustard oil sector has been more unorganised when compared to the other edible oil sectors in the country. This resulted in rampant adulteration of this commodity. However, with the occurrence of ‘dropsy’ in the country, Government of India issued the ‘Edible oil’ packaging order in 1998, which made packing of all oils sold in the retail sector mandatory. Now refining is present in mustard oil too (See Box 3.2).

Box-3.2: Oil Processing Techniques 


Edible oilseeds grown in India are classified into two groups: traditional (e.g., groundnut, rapeseed-mustard, safflower) and non-traditional (e.g., soyabean, sunflower, cottonseed) which has been more recently introduced or promoted as source of edible oil. The oilseeds oil content determines the most efficient technology used to extract the oil. The expelling process is typically used to extract oil from oilseeds with high oil content (groundnut, rapeseed-mustard seed, sunflower); while the solvent-extraction process is needed for soyabeans, among others and for oil meals. Once processed, the seeds give two joint products: edible oils and oil meals. Edible oils can be refined (the refining stage), and then further processed into margarine or Vanaspati using a hydrogenation process: oil meals as well as processed further to extract the residual oil, leaving a de-oiled cake.


Source: Adopted from: India: “The Indian oilseed complex: Capturing Market opportunities”, July 31, 1997, The World Bank.

Inhabitants of northern plain are basically hard fat consumers, and therefore prefer Vanaspati, a term used to denote a partially hydrogenated edible oil mixture. Vanaspati has an important role in our edible oil economy: its production is about one million tonne annually; it has around 13 percent share of the edible oil market; and it has the ability to absorb a heterogeneous variety of oils, which do not generally find direct marketing opportunities because of consumer preference for traditional oil such as groundnut oil, mustard oil, sesame oil etc. For example, newer oils like soyabean, sunflower, rice bran, and cottonseed and oils from tree and forest sources have found their way to the edible pool largely through Vanaspati route. Of late, things have changed. Through technological means such as refining, bleaching and de-odouraisation, all oils have been rendered practically colourless, odourless and tasteless and therefore, have become easily interchangeable in the kitchen.

Newer oils, which were not known before have entered the Kitchen, like those of cottonseed, sunflower, palm oil or its liquid fraction, palmolein, soyabean and rice bran. All of them are again essentially bland, processed edible oils. About 60-70 percent predominantly groundnut and mustard seeds are used to make non-refined or filtered oils. These tend to have a strong and distinctive test preferred by most traditional customers. About 70 percent these filtered oils produced are by the organised and semi organised sector plants producing from 2000-10,000 metric tonnes per month. It is often branded by large manufactures. The lower quality and generally lower cost filtered oil produced is mainly by the small scale village based processors or ‘ghanis’. The oil is mostly sold loose directly to the customers from a variety of containers, often within 2-3 days of production. These local crushers (ghains) produce between half and two metric tonnes per month. This decentralised production and marketing pattern may account for around 20 percent of all edible oils in the country. The share of raw oil, refined oil and Vanaspati in the total edible oil markets is respectively 42 percent, 42.7 percent and 13.4 percent respectively. 

In India, most vegetable oils are purchased by household or institutional users (food processors, restaurants and hotels) for frying or baking foods and are mostly sold loose or as Vanaspati, a hydrogenated (hardened) vegetable oil often used for baking. Only a small percentage is sold with a name brand and packaged for sale at the retail level. Of the approximately six million tonnes of edible oil currently consumed in India, about 85 percent is sold in liquid form, with the remaining 15 percent (one million tonnes being accounted for by hydrogenated oils, including Vanaspati of the liquid oil, at least 85 percent is estimated to be consumed directly by consumer in loose and raw (unrefined) form. At the household level, this reflects the need of India’s predominantly low-income consumers, who typically make frequent, relatively small, purchase from neighbourhood shops using their own reusable containers. According to estimates by Indian Agribusiness System Limited (IASL), roughly 61 percent of vegetable oils consumed in 2001/02 was sold in loose form. Almost all groundnut, mustard, cottonseed and sunflower seed oils are sold in loose form as pure oil or are blended with lower cost oils. Blending is legal only if the product is labelled as a blend, but it appears that in order to increase profit margins, many merchants blend higher priced oils with as much as 30-35 percent of lower priced (palm or soyabean) oil and market it as pure oil (IASL). As a result of increasing incomes and increasing health concerns about adulteration, especially after ‘dropsy’ episode in 1998, consumer preference are shifting rapidly towards branded packaged edible oils. Following the introduction of ‘Dhara’, the brand product of NDDB in 1989-90, packed volumetrically, several other edible oils have been marketed in small consumer packs. This trend of packing and branding is expected to induce greater emphasis on value addition through the refining of vegetable oils in future and will also lead to greater transparency (eliminating adulteration) in the oil trade.

Regulatory Policies

There are a large number of laws/regulations enacted by the Central/State Governments to effectively check the production, consumption and distribution of edible oils in India. The Essential Commodities Act, 1955, the SSI Reservation Policy, the Reserve Bank of India’s (RBI) credit guidelines, taxation policies and forward trade regulations are the main regulatory instruments of the domestic trade and processing policy regime which help shape the marketing and processing structure and performance of the oilseed industry. The Essential Commodities Act, 1955  (EC Act) aims at ensuring the availability at reasonable prices of essential mass consumption items, including oilseeds and edible oils, by providing GoI with considerable powers to continue and regulate the production, supply and distribution of these commodities. The Central Government has the supervening powers i.e., the delegation of power to the State Governments is at the discretion of the Central Government, but in practice, the Central Government has delegated powers to implement the Act and accordingly the food and civil supplies department of the State Governments is exercising the powers of Essential Commodities Act through a large network of (often inefficient and corrupt) inspectors.

Three central control orders under the Essential Commodities Act are particularly relevant to the oilseed sector; the Pulse, Edible Oilseeds and Edible oils (storage control) order, 1977; the Solvent Extracted Oil, De-oiled Meal and Edible Flour (Control) Order, 1967; and the Vegetable Oil Products Control Order, 1947. Oilseeds and their derivatives are subjected to multiple taxation: taxes vary across states but also from one oilseed to another with no apparent justification. There is total unanimity amongst economists, tax experts and researchers that the multiplicity of taxes and the non-unitary nature of the taxation regime are inimical to an efficient allocation of resources in the India’s oilseeds and edible oil sector, and the development of truly common domestic market. It also encourages large-scale tax evasion. Accordingly to the World Bank (1997) report, “….. as much as 70 percent of edible oil trade occurs without payment of taxes. It is reported that the cost of tax evasion in the form of bribes amount to 1.5 to 2 percent of the product value. In some states with high taxes, the problem of ‘phantom’ inter-state trade has arisen. Companies, in order to avoid paying the high taxes in one state, create subsidiaries in neighbouring state who ‘purposes’ the products and ‘transport’ them out of the high tax state and thus generates savings by paying the Central Sales Tax”.

Health Safety and Standards Regulations

There are numerous legislations governing edible oil quality and safety standards. These include the Prevention of Food Adulteration Act, 1954, the Weights and Measures Act, 1976; the Packaged Commodities Order, 1971; and the Blended Edible Vegetable Oils Grading and Marking Rules, 1991 under the Agricultural Produce (Grading and Marking) Act, 1937.

Agreements on SPS and TBT

The SPS measures and TBT) cover two major negotiated areas of the last round of the GATT, the Uruguay Round and were made an integral part of the WTO. The objective of negotiating an agreement on SPS measures was to safeguard consumer interest in the member countries, while at the same time ensuring that such measures would not create unnecessary obstacles to international trade. It put in place a set of basic rules that would address food safety and animal and plant health issues, and would serve as a guideline for both producers and exporters. Annex A of the Agreement on SPS provides major features of the SPS regulations and stipulates that these measures are intended to protect: (a) human or animal life from food-borne risks which arise from the use of additives, contaminants, toxins or disease-causing organisms; (b) human health from animal or plant-carried disease; and (c) animal and plants from pests and diseases. In effect, SPS focuses on setting certain standards and seeks to ensure that the food supply is ‘safe’ in accordance with standards, which each country considers to be appropriate, provided that such standards are based on scientific evidence. SPS provisions also stipulate that international standards, guidelines and recommendations should form the basis of SPS measures if and when such standards exist. The agreement recognises the possibility of diversity in standard setting. Accordingly, members are expected to implement their respective measures based on internationally developed and acceptable standards and take initiatives towards harmonisation of standard, which has subsequently become a contentious issue. 

The SPS Agreement recognises international standards, guidelines and recommendations of three intergovernmental organisations. The relevant provisions allow the member countries to go for more stringent (than prevalent) regulations. Thus, member countries are entitled to impose higher than prevailing international standards if such measures are based on adequate risk assessment. This is applicable in case of both revision of current standards as well as when appropriate standards for particular products are absent. In such cases, members are required: (a) to justify why international standards do not satisfy the level of protection that the countries would like to ensure; and (b) they will need to make the risk assessment available to other member countries in the WTO in order to lend credibility and transparency to the standard setting process. Thus, even though countries are allowed under the Agreement on SPS to set the level of standard that they consider appropriate, the Agreement specifically requires concerned countries to avoid levels of protection that may consequently result in unnecessary obstacles to trade or in the arbitrary and unjustifiable discrimination between members where identical or similar conditions prevail. To lend transparency to the process, the WTO members are required to publish their respective SPS regulations, including identifying a national notification authority. Each member is required to inform others about an enquiry point in the country that will be a focal point for the purpose of SPS and be responsible for submitting notifications, including full texts of SPS regulations. Information about revisions to existing laws and revised provisions are required to be notified to the WTO at the draft stage so as to enable other countries react to the envisaged revisions.

Major Provisions in the Agreement on TBT

The Agreement on TBT relates to international rules that are applicable to product standards in trade in goods. The TBT concerns about the procedures for conformity assessment with respect to those standards. The five principles, which guide TBT regulations under the negotiated mandate are: (a) non-discrimination; (b) harmonisation; (c) least trade restrictive measure; (d) equivalence; and (e) transparency. Technical regulations are implemented by governments to attain a number of objectives including: (a) prevention of deceptive practices; (b) protection of human and animal health; and (c) protection of environment. The spirit of the Agreement, as articulated in Article 2.4, is that, wherever appropriate and feasible, countries should use international standards in formulating their respective technical regulations and also in developing voluntary national standards. The Agreement on TBT urges countries to participate in various international standards setting organisations when international guidelines are considered to be inappropriate or when appropriate guidelines do not exist, and encourages to develop their own national standards. The TBT allows countries to adopt conformity assessment procedures that do not essentially draw on internationally accepted guidelines. Conformity assessment procedures include such activities as registration, inspection, laboratory accreditation, independent audit and quality registration schemes. The Agreement on TBT is also geared to ensure conformity with technical requirements in packaging, marketing and labeling etc.

The Demand Projections  

The following (Table 3.9) are the demand projections for edible oils for the year 1999-2000 to 2014-15 made by the National Council of Applied Economic Research (NCAER), New Delhi, under three alternative sceneries of per capita income growth annually by four percent, five percent and six percent respectively (per capita income growth during 1990s averaged around 4.8 percent). 

Table 3.9: Demand for Edible Oils (NCAER Projections)

	Oil per capita (kg)
	1999-2000
	2004-05
	2009-10
	2014-15

	Low Income Estimate (four percent)
	9.81
	11.55
	13.95
	16.00

	Medium Income Estimate (five percent)
	9.89
	11.63
	14.83
	18.16

	High Income Estimate (six percent)
	9.97
	12.10
	16.17
	20.16

	Oil demand (Million tonnes)
	
	
	
	

	Low Income Estimated (four percent)
	1.01
	1.33
	1.74
	2.28

	Medium Income Estimate (five percent)
	1.02
	1.39
	1.90
	2.59

	High Income Estimate (six percent)
	1.03
	1.46
	2.07
	2.94


Source: NCAER, 2005

The per capita consumption of edible oils which were 9.81 kg in 1999-2000 would go up to 16 kg, 18.16 kg and 20.16 kg respectively by 2014-15 based on the three alternative hypotheses.

Oilseed Processing Sector

In addition to the low oilseeds yields, the ability of India’s oilseed sector to compete with vegetable oil imports is further hampered by a processing/crushing sector that is small scale, fragmented and suffers from low capacity utilisation. A more integrated and efficient (lower cost) processing sector, combined with infrastructure improvements could allow crushers/processors to pay oilseed farmers higher prices and boost production. But, there are factors that limit the ability of Indian crushers/processors to achieve scale economies and improve capacity utilisation: First, the small scale industry (SSI) reservation policy since 1977 confining processing of traditional oilseeds, such as groundnut, rapeseed-mustard, sesame and safflower, but not soyabean and sunflower to small firms, thus allocating a large share of edible oil production to relatively inefficient processors. In other countries, like US and Europe, it is usual for high oil content bearing seeds –(soft seeds) such as groundnut, rapeseed/mustard and sunflower seeds to be crushed in medium to large scale factories with an expeller and then for the expeller cake to undergo through the solvent extraction plant, integrated in the same factory (Figure-3.2). This international standard technological process is virtually impossible in India for groundnut and rapeseed as a result of the SSI reservation. Second, low oilseed yields (26 to 32 percent against 38-43 percent in other countries), poor transport (in India, vehicles could only travel between 200-400 km a day as against 600-800 km in developed economies) and handling infrastructure and variability in oilseed production as well as inaccessibility to imported oilseeds make it difficult for processors to procure regular supplies throughout the year, resulting in low capacity utilisation.

Figure-3.2: Groundnut Expeller and Expander-Solvent Extraction Process



























------- Standard Expelling Process for Soft Seeds

          Expander/Solvent Extraction Process Normally Used for Low Oil Bearing Material

Note: * percentages apply only to solvent extraction of oil cakes

Source: World Bank (1997)

In the oilseed crushing/processing industry, reducing costs depends largely on the scale of operations, with larger and that too vertically integrated (as the case in other countries) plants able to achieve lower unit costs at any given level of capacity utilisation. The Center for Agribusiness and Economic Development  (CAED), US, has estimated that per unit operating costs are two-thirds higher for a 500-tonne per day crushing plant than for a 1500-tonne per day facility. Since 1997, however, India’s SSI reservation policy has restricted processing (except solvent extraction of oilcake) of traditional oilseed (groundnut, rapeseed/mustard. sesame, and safflower) to units with a capacity less than 10 tonnes per day and reserves the manufacture of oilseed crushing equipment used by these units to small enterprises. As a result about 3/5 of India’s domestic edible oil production comes from a vast member of often antiquated village level crushers (known as ‘ghanis’) or other small expellers (Box-3.3).

Box-3.3: Processing Sector in India


In many countries, three separate processing operations – crushing and expelling (separating oil from the solids), solvent extraction (to chemically remove residual oil from the oilcake solids) and oil refining – are conducted by one vertically integrated plant. In India, however, only a small share of oilseeds processing undergoes solvent extraction and oil refining. The SSI reservation policy has refrained most processor to invest more for putting up vertically integrated plant, like those found in Europe and US. Instead, India’s processing sector is largely made up of the three groups separately engaged in the processing stages: ‘ghanis’ (about 1.5 lakh units, including about 15000 small scale expellers) are very small traditional (cottage industry) crushers usually serving rural villages, which are covered and protected by SSI Reservation policies. These units rely on animal or electric power to undertake very simple mechanical expulsion of oil from oil seeds at a rate of kg, rather than tonnes per day. Ghanis have an average output of about 60 kg per day, often operating at just 10 percent capacity utilisation, and accounted for less than five percent of industry output in the late 1990s. Small-scale expellers have somewhat more modern facilities with production of up to 10-tonne daily limit set by SSI policies; and like ghanis, they also crush oilseeds, using metal screws, which press (‘expel’) oil from seeds and leave the cake behind with a high residual oil content often exceeding 10 percent of the weight of the cake. They operate at about 30 percent of capacity and accounted for about 58 percent of the domestic edible oil output in the late 1990s. Solvent Extractors, about 704 units, which are not covered under SSI Reservation policy, tend to crush and process ‘hard’ oilseeds with low oil content such as soyabean and cottonseeds as well as chemically extract residual oil from the oilcake processed by SSI crushers. These firms operate at about 31 percent capacity and accounted for about 37 percent of industry output in the late 1990s. This sector represents a growing share of the domestic supply of edible oils and is becoming more concentrated oil refineries, about 42.1 units, of which 126 attached with Vanaspati units and remaining (295) with solvent extraction units. There are about 585 independent refinery units operating in the country at present: these units operate at between 27 percent to 45 percent capacity utilisation; they have a combined production of about 122 lakh tonnes of refined oil. It is a small but growing segment of the processing sector. These plants refine solvent-extracted oil, which must be refined before consumption, but oil refiners are usually not integrated with solvent extraction and expeller plants, as is often the case in other countries.

The final segment of the industry is the Vanaspati units, which hydrogenates refined oil to produce a vegetable shortening or spread, somewhat similar to ghee, which is produced from milk and to margarine. This sector too has a unique Indian aspect.  Presently, it produces about 10 percent of the total supply of oil. There are nearly 256 units operating at about 24 percent of the total capacity level produce about 50 lakh tonnes annually.

In addition, even processors not covered under SSI Reservation policy such as soyabean processors and solvent extraction plants are small by international standards. For example, although some Indian soyabean crushers/processors have a capacity of about 1500 tonnes per day, most plants have a capacity of just 125-150 tons perne day, about 10 percent of US and European average. The efficiency of the Indian crushing/processing sector is further reduced by the chronic under use of capacity all along the processing chain; ghanis, small-scale expellers as well as the soyabean crushers and solvent extractors/refineries are not covered by SSI Reservation policy. Ghanis and small-scale expellers usually operate at just 10-30 percent of capacity, and even the modern solvent extractors use less than 40 percent of the capacity on average compared with rates of 80-90 percent in US(See Table 3.10). According to World Bank estimates, low capacity utilisation for solvent extractors has resulted in soyabean processing costs in India are 40 percent higher than that in China and 90 percent greater than that in US.

Table-3.10: State of the Vegetable Oil Industry

	Types of vegetable Oil Industry
	No. of Units
	Annual Capacity

(lakh tonnes)
	Average Capacity Utilisation

	Oilseeds Crushing Units
	1,50,000 (Approx.)
	425

(in terms of seeds)
	10.30 percent

	Solvent Extraction Units
	704
	310

In terms of Oil-bearing Material)
	31 percent

	Refineries attached with Vanaspati Units
	126
	51
	45 percent

	Refineries attached with Solvent Extraction Plant
	295
	36
	27 percent

	Independent Refineries
	585
	35
	36 percent

	Total Refineries
	1006
	122
	35 percent

	Vanaspati Units
	256
	50

(In terms of Vanaspati Bakery Shortening & Margarine)
	24 percent


 Source: Directorate of Vanspati, Vegetable Oils and Fats (as given in http://www.fcamin.nic/sugar_edbl.htm)

Extremely low capacity utilisation appears to be related to a number of factors, which inter-alia, include the following: 

(i) Generally, producers face difficulty in obtaining regular supplies of raw materials throughout the year or season due to low yields and significant variations in yields. This, combined with poor road (due to which vehicles could travel between 200-400 km a day as against-the world average of 800-1000 km a day) and limited freight options, leads to relatively high procurement costs. In addition, poor storage facilities, high interest costs, and lack of risk/supply management tools such as future markets or contract farming also contribute to problems in obtaining supplies.

(ii) The agricultural supply chain is highly fragmented, with multiple procurers between the farmers and the final retail buyers. The number of intermediaries tend to reduce, on the one hand, the farm-gate price of the farmer and increases price (cost) of procurement of the processor/expeller.

(iii) Restrictive tariff and phyto-sanitary import barriers prevent the use of oilseed imports to stabilise supplies for processors.

(iv) Excess oilseed processing capacity is also related to tax and other incentives that stimulated over investment in many rural areas. The continued expansion of the processing industry has in part been supported by incentives from State Governments for the establishment of units in industrially backward areas (Appendix 3.16). Consequently, capacity utilisation has declined overall, and average 10-30 percent for expelling units and 30-50 percent in the solvent extraction and refining units. Under utilisation of capacity as well as poor location of plants, in turn, have had a major impact on the efficiency and international competitiveness of India’s processing/crushing industry. Nearly 48 percent of the units have closed down with a production capacity of 18 MT (36 percent of total) owing to several factors, including those mentioned above (Appendix 3.17).      
Trade Policy in Oilseed Sector

Import policy has played a key role in determining the overall level and type of India’s edible oil imports for decades. The government, with a view to avoid scarcity of edible oils and consequential rise in prices, has been allowing import of edible oils. In pursuance of the policy of liberalisation, there have been progressive changes in the import policy in respect of edible oils during the past few years. Edible oil, which was in the negative list of imports was first decanalised partially in April 1994 with permission to import edible vegetable palmolein under OGL at 65 percent duty. This was followed by enlarging the basket of oils under OGL import in March 1995, when all edible oils (except coconut oil, palm kernel oil, RBD Palm oil and RBD palm steering), were brought under OGL import at 30 percent duty, and then further reduction in duty to 20 percent plus two percent surcharge in the regular budget for the year 1996-97. In order to harmonise the interests of domestic oilseeds growers, consumers and processors and to regulate large imports of edible oils to the extent possible, the duty structure on edible oils has been revised frequently since 1994 (see Appendix 3.18).

India was, thus, pursuing the policy of Import Substitution Industrialisation (ISI) strategy until 1994-95, under which the oilseed/edible oil sector was protected through (QRs). All imports of edible oil and oil meals were totally canalised through STC and the Hindustan Vegetable Oils Corporation (HVOC), which remained limited to the packaging of oils then channelling to the State Governments for sale through the Public Distribution System (PDS). 

The government has allowed imports of oilseeds. However, virtually, there has been no import of oilseeds largely because of the safety measures imposed by the government viz. a splitting/cracking requirements of soyabean at the port and QRs. The ISI strategy pursued until 1994/95 delivered significant benefits to the Indian economy. India was able to convert from a deficit into virtually a self sufficient in edible oils by the early 1990s and in fact, some exports of oilseeds took place since then (Appendix-3.19) and a major exporter of oilseed meals, a high-protein animal feed for which demand is increasing in the regional markets. In fact, exports of oilseed cakes, the production of which exceeds domestic demand, were promoted by a variety of export incentive schemes established by GoI throughout the 1980’s and early 90s in an effort to generate foreign exchange. The exports of oil meals gained substantially, both in volume and share during 2002-03. The growth was also sustained during the first half of 2004-05, because of the increasing demand for Indian oil meals in world market, which is mainly flooded with oil meals of genetically modified (GM) oilseeds. Indian oil meals command a premium because of its non-GM nature. More liberalisation has resulted in exports of oilseeds as well as oil meals, albeit at a snail’s pace (Appendix-3.20). It is worth mentioning that the growth in the livestock industry will be a major force driving future demand for oil cakes with high income elastic demand for milk and milk products, meat, eggs, and fish etc. The accelerating growth in income will be a major factor that will boost domestic demand for livestock products in future, which in turn would promote a large scale shift towards improved animals or crossbreeds, including improved management and feeding practices (e.g. feed stalling for dairy). Intensification in the livestock industry will require a large proportion of concentrate feed in the diet. This will raise the demand for feeds, in particular on cereal feeds, but also on oilseed meals, which are an important component for livestock feeds. International Food Policy Research Institute (IFPRI), US, has conducted a study in 1997 (GS Bhalla and PBR Hazell)
 to project oil meal demand to year 2020. For India, feed demand would rise to 7.99 million tonnes and 16.81 million tons respectively at two alternatives of per capital income growth projections based at 3 percent and 5.5 percent from the base level of 1.97 million tonnes in 1990.

Prior to 1994, edible oil import levels were determined by the government and made by the monopoly of the STC, based on such factors as domestic market conditions, producer versus consumer interests, international prices and foreign exchange availability. Although the government did, at times, permit relatively high imports averaging as much as 1.3 million tonnes annually between 1976-77 and 1987-88, imports were sharply curtailed between 1988-89 and 1993-94, when the government promoted domestic oilseed production under its TMO programme. During the TMO programme, oil imports averaged only 3,25,000 tonnes per year, leading to increased domestic oilseed prices and a temporary surge in domestic production.

WTO Bound Rate & Prevailing Import Duty

Vegetable oil imports are unrestricted.  The government uses the tariff mechanism to regulate import volumes. India’s bound rates for edible oil are as high as 300 percent ad valorem except on soybean oil for which bound rate is 45 percent and rapeseed oil 75 percent.  On all other oils viz. palm, sunflower, Cotton & others, potentially, India can raise the level of customs duty to 300 percent (Table-3.11).

Table-3.11: Vegetable Oil Customs Duty (%)

	Oil
	Bound Rate
	Prevailing Rate

	Palm Oil
	300 percent
	80-90 percent

	Sun, Cotton & Others
	300 percent
	75 percent

	Rapeseed Oil
	75 percent
	75 percent

	Soybean Oil
	45 percent
	45 percent


Source: Directorate of Vanspati, Vegetable Oils and Fats (as given in http://www.fcamin.nic/sugar_edbl.htm)
Note: TRQ of 150,000 tonnes each of sunflower oil at 50 percent & rapeseed oil at 45 percent
India has considerable flexibility to counter flooding of the Indian market by cheap agri imports through imposition of tariff (bound rate) under the WTO. The WTO permissible tariff rates are reasonably high: 112 percent for nuts, 150 percent for sugar and coffee, 100 percent for tea & cotton, 70 to 100 percent for food grains, 45 to 300 percent for edible oils and 40 to 50 percent for fruits. This should provide a fair level of protection: countervailing duties can also be imposed to counter questionable subsidies given to agri products by the exporting countries apart from having the option of acting under safeguard provisions to counter surge of imports (See, Economic Survey 2002-03 GoI, pp. 175).

When edible oil imports were placed under the OGL system in 1994, private traders were permitted to import any quantity of vegetable oils, subject to a tariff, which was initially put at 65 percent on all edible oils –(still relatively high) but significantly below the implied tariff when imports were under QRs. Under the UR AoA India also agreed to bound (maximum) tariffs of 45 percent for crude or refined soyabean oil imports. Tariffs on all other edible oil imports were bound at 300 percent except refined rapeseed oil and crude sunflower-safflower oils, which were subject to over-quota tariffs of 75 to 85 percent respectively. In 1995-98, India’s tariff structure was relatively simple and increasingly liberal-with a common applied ad valoram (%) tariff for all oils progressively lowered to a uniform rate of 16.5 percent by the middle of 1998. Importers responded to the lower tariff and declining international prices by importing 4.6 million tonnes of vegetable oil in 1998-99, up sharply from the earlier levels, and more than double the level of imports in 1997-98.

Indian began making frequent tariff adjustments since 1998 onwards with a view to protect domestic oilseed growers and processors from imports and to smooth the effect of fluctuating world prices on domestic consumers. A detailed year by year changes in import-export policies related to oilseed/edible oil sector (Appendix 3.21). The main effect of these changes was to slow the growth of imports, which declined from six million tonnes in 2000-01 to 5.2 million tonnes in 2001-02-but rebounded to 5.8 million tonnes in 2002-03. The tariff hikes also made the tariff on soyabean oil increasingly preferential since tariff on palm, rapeseed and sunflower oils could be raised well above the 45 percent tariff binding on soyabean oil. In addition to adjusting tariff, the government established a Tariff Rate Value (TRV)2 system for palm oil in August 2001 and for soyabean oil in September 2002. The TRV system is intended to prevent under-invoicing (reporting low import prices to evade tariffs) by importers and establishes a government reference price for tariff calculations.

In principle, trade liberalisation would reduce the extent of insulation of domestic markets, thereby enhancing the risk-spreading role of international markets. The conversion of NTBs into fixed tariffs (tariffication) would contribute to the reduction of the instability of international prices and of domestic prices in relatively open economics. This is particularly relevant for India in the case of oilseeds, since domestic prices have been more volatile than world prices. A World Bank Study (1997) reports, “given the high substitutability of the different edible oils in consumption, it is very difficult to isolate the price effects for individual oils. Because palm oil is the least expensive oil in the world market, it is reasonable to expect that palm oil will continue to dominate India’s edible oil imports”. 

In sum, the Indian trade policy related to oilseed/edible oil sector is now more liberal and transparent than what it was prior to 1994 and India has also used the flexibility within its WTO commitments to make frequent policy adjustments in response to evolving domestic and international market conditions. These frequent adjustments make overall import demand and the market shares of different imported oils uncertain. 

Chapter-4
Oilseeds and Edible Oil Scenario in Rajasthan

Rajasthan is the largest state in the country with a geographical area of 3.42 lakh sq. km (about 10 percent of country’s total area) and is situated in the north-western part of the country. It is surrounded by the states of Punjab, Haryana and Uttar Pradesh in the north-east, Madhya Pradesh in the south-east and Gujarat in the south-west. The state has about 1000 km long international border with Pakistan. The topography of the state is dominated by the Aravalli range, one of the oldest mountain systems in the world. The Aravalli range runs from south-west to north-east through heart of the state. The region to the west and the north-west of Aravalli range comprised of 12 districts (out of total 32) and spreading in 61.11 percent. Of the total area, the state is either desert or semi-desert and known as the Great Indian Desert, ‘Thar’.

According to Census 2001, the population of Rajasthan is 56.5 million (about five percent of country’s total population). The growth rate of population during 1991-2001 has been 28.33 percent, which is slightly less than 28.44 percent registered during 1981-91, but higher than the national average of 21.34 percent. Rural-urban population ratio in 2001 remained at 76.6:23.4, nearly same as was previously observed in 1991.  The proportion of schedule caste (SC) and schedule tribe (ST) to the total population was estimated at 17.16 percent and 12.56 percent respectively. Sex ratio of 922 females per 1000 males in Rajasthan is lower than the national average of 933. The literacy level is 61.03 percent as against national average of 65 percent (census 2001). Female literacy in the state is 44.34 percent, which is still low as compared to all India female literacy rate of 54.16 percent. The density of population in the state is 165 persons per square kilometre as against 324 persons of the country as a whole.

Human settlement in the state is scattered. Low density of population, vast area (of which 2/3rd confining to desert) and segmented pattern of human settlement are some of the constraints adversely affecting the development of the state which requires huge investment for making available basic infrastructural facilities and higher per capita expenditure for providing basic services and necessities.

Rajasthan, with its meagre water resources (barely one percent of country’s total surface water) and perilous dependence on low and uncertain rainfall, is most vulnerable to drought and famine conditions. During the last many years, the state has been badly affected by drought, with varying degree of intensity, short spell of monsoon with low, erratic and scanty rainfall, which has made Rajasthan as the most water deficient state in the country. The normal rainfall in the state is 57.5 cm with wide variations in its distribution. 

Agriculture continues to be the backbone of the state’s economy in terms of employment and contribution to the state’s domestic product. The agricultural scenario in the state is characterised by its heavy dependence on the rainfall, which, as mentioned earlier, is highly inadequate and erratic in nature. As irrigation is an essential input for agricultural production water availability in the state is very poor and there is no perennial river except Chambal and Mahi traversing through parts of south-eastern region.  The groundwater, owing to scanty and erratic rainfall, is getting depleted at fast rate with very low rate of recharge.

Water is indeed a critical resource: in nearly 2/3rd area of the state, water is available either at a great depth or at a distance. Despite many constraints, the state government has taken up the steps to increase agricultural production by providing necessary inputs such as fertilizers and improved varieties of seeds. Efforts have also been made to enhance water availability for diverse uses through emphasis on efficient water utilisation by adopting water saving devices in agriculture as well as in the households. An efficient strategy is being adopted for utilising the state’s share in inter-state waters. The State Domestic Product (SDP) and Per Capita Income (PCI) reflect the overall performance of the economy of the state as also the well being of the people during a given period of time.  However, the state’s economy being agrarian, SDP is largely dependent on agricultural production, which is subjected to wide fluctuations in the monsoon conditions.

GSDP, NSDP and Per Capita Income

The Gross State Domestic Product (GSDP) is the total monetary value of all the goods produced and services rendered by an economy during a given year, before making any provision for consumption of fixed capital. The GSDP, at current prices for the year 2002-03, is estimated to be Rs.85,354.6 crores (US$18.5bn) as compared to Rs.88421.63 crores (US$19.2bn) for the year 2001-02 showing a decrease of 3.47 percent over the previous year. As per advance estimates for the year 2003-04, it is estimated to be Rs. 100,093.77 crores (US$21.7bn) showing an increase of 17.27 percent over the previous year. The GSDP (at constant 1993-94 prices) for the year 2002-03 is estimated at Rs.52950.28 crores (US$11.5bn) as compared to Rs.56626.48 crore (US$12.3bn) in the year 2001-02, registering a decline of 6.49 percent over the previous year. As per advance estimates, the GSDP for the year 2003-04 (at constant 1993-94 prices) is estimated to be Rs.60738.29 crore (US$13.2bn) showing an increase of 14.71 percent over the last year.

Similarly, the Net State Domestic Product (NSDP) for the year 2002-03 was Rs.75047.86 crores (US$16.3bbn) at current prices, which was 4.71 percent lower than the previous year. Measured at 1993-94 constant prices, the NSDP for 2003-04 is (advance) estimated at Rs.51767.07 crores (US$11.2bn) registering an increase of 15.63 percent over the previous year. The composition of NSDP by broad sectors of the state’s economy from the year 1997-98 onwards, at constant (1993-94) prices, is shown in Table 4.1. 

Table-4.1: Net State Domestic Product by Primary, Secondary and Tertiary Sector at Constant (1993-94) Prices: Rajasthan
       (Rs. in crores)

	Year
	Primary
	Secondary
	Tertiary
	Total

NSDP

	
	Agriculture

Including 

Animal

Husbandry 
	Total
	Manufacturing 
	Total
	
	

	1
	2
	3
	4
	5
	6
	7

	1997-98
	15103.68

(33.93)
	16608.26

(37.31)
	5842.87

(13.13)
	10925.71

(24.55)
	16974.54

(38.14)
	44508.51

(100.00)

	1998-99
	14985.28

(32.26)
	16580.36

(35.69)
	5627.97

(12.11)
	11447.45

(24.64)
	18429.35

(39.67)
	46457.16

(100.00)

	1999-2000
	12840.72

(27.57)
	14545.40

(31.23)
	6728.89

(14.45)
	12982.53

(27.88)
	19045.85

(40.89)
	46573.78

(100.00)

	2000-01
	11135.11

(24.60)
	12871.21

(28.43)
	5501.98

(12.15)
	11641.97

(25.72)
	20753.67

(43.85)
	45266.85

(100.00)

	2001-02(P)
	14232.76

(28.97)
	16090.23

(32.75)
	5389.68

(10.97)
	11357.65

(23.11)
	21688.69

(44.14)
	49136.57

(100.00)

	2002-03(Q)
	9637.29

(21.53)
	11795.25

(26.35)
	5166.02

(11.54)
	11256.88

(25.14)
	21716.47

(48.51)
	44768.60

(100.00)

	2003-04(A)
	14540.63

(28.09)
	16952.66

(32.75)
	4924.49

(9.51)
	11196.64

(21.63)
	23617.77

(45.62)
	51767.07

(100.00)


The figures shown in brackets denote percentage of NSDP.

P-Provisional Estimates; Q-Quick Estimates; A-Advance Estimates.

Source: Economic Review, Government of Rajasthan, 2003-04.

The above table reveals the following characteristics of the NSDP:

· The primary sector, which includes agriculture, animal husbandry, forestry, fisheries, mining and quarrying sector continues to dominate the state’s economy as nearly as 26 to 37 percent of the value added is contributed by this sector with a clear trend of declining share in NSDP over the period. Further, agriculture (including animal husbandry) alone contributed more than 82 percent of the value added of the primary sector.

· The secondary sector includes manufacturing, utilities (electricity, gas and water supply) and construction sector; the value added of this sector fluctuates between 22 to 28 percent. The trend is not revealing any clarity whether increasing at all, as expected in the process of development. 

· The tertiary sector which includes transport, communication, trade, hotels, restaurants, banking and insurance, real-estate, ownership of dwelling, business services, public administration and other services; the value added of this sector is in between 38 to 49 percent with a clear trend of increasing share in NSDP over time period.

The per capita income of the state for the year 2003-04 (advance estimates) at current prices stands at Rs.14748 (US$320) as compared to Rs.12753 (US$277) of the previous year 2002-03, showing an increase of 15.64 percent. At constant 1993-94 prices, the per capita income for 2003-04 is estimated at Rs.8571 (US$186) as compared to Rs.7608 (US$165) for the year 2002-03, an increase of 12.66 percent over the previous year. However, it was just 2/3 of the national average of Rs.11684 (US$254) for the year 2003-04.

At the end of the year 2002-03, the total assets at current prices, were 15.02 percent of the GSDP, which was Rs.85354.6 crores (US$18.5bn). The contribution of assets formed by the public sector is more than that of the private sector except in the year 2001-02. In the year 1995-96, the contribution of Gross Fixed Capital Formation (GFCF) from the public sector was 13.07 percent more than that of the private sector while in the year 2002-03, it was 23.73 percent higher. The public sector contribution to GFCF in 2002-03 stood at 55.3 percent of total. This shows overwhelming dominance of public sector in GFCF, a feature not much in line of the trend in liberalisation and marketisation process.

Agricultural Scenario in Rajasthan

Agriculture plays a vital role in the economic development of the state and continues to be backbone of the economy as the state is predominantly agrarian where 75 percent of the people are living in rural areas and of which about 70 percent depends on agriculture and allied activities. Agriculture in the state is essentially rainfed and continues to be susceptible to the vagaries of monsoon. The northwest region of the state comprising 61 percent of the total area is either desert or semi-desert, which depends absolutely on the rains for water requirement and for agriculture. At present, less than one fourth of the agricultural area in the state is under irrigation. The gross cropped area has been varying from year to year depending on the monsoon. The gross area shown has been around 132 lakh hectares during 2002-03. Almost 65 percent of total cultivation is carried out during Kharif season and is mostly dependent on rainfall, which is aberrant and uncertain. About 60 percent of the irrigated area gets water from wells and tube wells. The groundwater table is rapidly going down.

Agricultural Production

Agricultural Production plays an important role in the state’s economy as nearly 1/3 of the NSDP is generated by agriculture and allied activities. The details of the area, production and yield rates under Kharif and Rabi crops for last three years are shown in Table 4.2

Table-4.2: Area, Production and Yield of Kharif and Rabi Crops in Rajasthan

	Crop
	Area in lakh hectares
	Production in lakh tonnes
	Yield g/a

	
	2001-02
	2002-03
	2003-04
	2001-02
	2002-03
	2003-04
	2001-02
	2002-03
	2003-04

	Cereals
	93.86
	68.08
	100.41
	125.76
	70.48
	162.87
	1339
	1035
	1622

	Kharif
	69.24
	48.15
	78.17
	57.4
	17.23
	94.22
	829
	357
	1205

	Rabi
	24.62
	19.93
	22.24
	68.36
	53.25
	68.65
	2776
	2671
	3086

	Pulses
	33.57
	18.02
	40.67
	14.26
	4.84
	26.14
	424
	268
	642

	Kharif
	23.52
	13.35
	26.92
	6.46
	1.13
	15.11
	274
	84
	561

	Rabi
	10.05
	4.67
	13.75
	7.8
	3.71
	11.03
	776
	794
	802

	Foodgrain
	127.43
	86.10
	141.08
	140.02
	75.32
	189.01
	1098
	874
	1339

	Kharif
	92.76
	61.5
	105.09
	63.86
	18.36
	109.33
	688
	298
	1040

	Rabi
	34.67
	24.6
	35.99
	76.16
	56.96
	79.68
	2196
	2315
	2213

	Oil-Seeds
	31.06
	24.49
	32.66
	31.29
	17.55
	39.36
	1007
	716
	1205

	Kharif
	12.61
	9.30
	10.84
	11.83
	4.35
	12.44
	938
	467
	1147

	Rabi
	18.45
	15.19
	21.82
	19.46
	13.2
	26.92
	1054
	868
	1233

	Sugarcane
	0.09
	0.1
	0.05
	4.32
	4.22
	3.33
	48000
	42200
	66600

	Cotton*
	5.10
	3.86
	2.90
	2.81
	2.52
	5.32
	550
	652
	1834


* Production in lakh bales (each bale of 170 kg)

Source: Statistical Abstract,2003-04, Rajasthan

The total food grain production in the state in 2003-04 is expected to be 189.01 lakh tonnes, which is more by 151 percent as compared to that of 75.32 lakh tonnes in the previous year. This exceedingly high jump in the production is due to the fact that 2002-03 was extremely high drought year and monsoon in 2003-04 was very good giving rise to the agricultural production at the normal (trend) level. Similarly, the area under food grains was also up by 64 percent in 2003-04 over 2002-03, to 141 lakh hectares compared to 86 lakh hectares in 2002-03. Since Kharif crops are more important in Rajasthan, the area under Kharif crops as well as their production depends to a large extent on the availability of monsoon rains, which is also reflected in the crop productivity. The average yield rate of food grains in 2003-04 was 1340 kg/ha, which is up by more than 53 percent from the previous year level of 875 kg/ha. The main contributors to production of Kharif cereals are bajra and maize: their respective contribution is estimated to be 66.51 and 20.68 lakh tonnes in 2003-04 against 7.16 lakh and 8.69lakh tonnes in 2002-03, showing an increase of 828 and 138 percent respectively. Wheat, the main contributor to Rabi cereals, is expected to be 61.75 lakh tonnes in 2003-04, up by 26.6 percent over the previous year of 48.8 lakh tonnes. Pulses, being rich source of energy and minerals, provide an important source of dietary proteins, especially for vegetarians. The production of pulses was 26.14 lakh tonnes in 2003-04, which was 440 percent higher than the previous year, 2002-03, when their output was all time low at just 4.84 lakh tonnes. Gram is the most important pulse crop in the state. 

Area and Production of Oilseeds

Between triennium ending (TE) 1975-76 and TE 1980-81, out of 1.52 lakh hectares of additional area that came under cropping, 0.98 lakh hectares was accounted for by oilseeds, which formed 65 percent of the incremental gross cropped area (Annexure-4.1). The role of TMO initiated in the country in 1987 had a clear and visible impact on area under these crops. In the period between 1980-81 and 1990-91 and subsequently between 1990-91 and 2001-02, the area under oilseeds, especially rapeseed-mustard did show a significant incremental (76 percent and 47 percent respectively). During these periods, mainly pulses and cereals to lesser extent gave way to increase in area under rapeseed-mustard in the state (Table-4.3). Rajasthan claimed a share of nearly 40 percent in both area and production of rapeseed-mustard in the country in last five years. The shares have been rising since 1950-51 till date (Appendix 4.2).


Table-4.3: Share of Rajasthan in Area and

 Production of Rapeseed-Mustard in India

                                           (Percentages)

	Year
	Share in Country’s total

	
	Area
	Production

	1950-51
	5.2
	4.7

	1960-61
	7.1
	5.6

	1970-71
	7.7
	12.5

	1980-81
	8.8
	10.8

	1990-91
	35.3
	33.2

	1999-00
	42.6
	42.8

	2003-04
	39.8
	44.2


Source: Oilseeds Situation, A statistical Compendium 2005 

Directorate of Oilseed Research (ICAR), Hyderabad, 

Table 3.4, p.68-75.

Apart from the quantum jump in the production, there are some distinct qualitative improvements that have taken place in the oilseeds production since the 1980s.  The first is that the contribution of improvement in yield per hectare to the growth of production has been substantial. It may be recalled that during the pre-green revolution period (upto 1965-66), it was only the area expansion, which contributed to the incremental production of oilseeds. But during the 1980s, the incremental production of 20.4 lakh tonnes, the contribution of improvement in yield was nearly 50 percent. The yield per hectare of oilseeds increased by 172 percent from 285 kg during TE 1980-81 to 776 kg during TE 1990-91. During period ending (PE) 1990-91, the rate of growth of yield of oilseeds was about five percent per annum.  This was higher than the growth of yield of cereals at less than two percent per annum recorded during the 1908s. The gains in productivity were significant particularly in the case of mustard (Appendix-4.3).

 The growth of yield per hectare of rapeseed-mustard accelerated during PE 1990-91 by 5.5 percent, however, decelerated thereafter during the PE 2001-02 (grew by only one percent per annum). The yield of rapeseed-mustard increased from 586 kg/ha during PE 1980-81 to 909 kg/ha during PE 1990-91 and further to 1000 kg/ha during PE 2001-02. There has been a significant increase in the yield of rapeseed-mustard which came through the increase in irrigated area coupled with adoption of such HYV as RH-7846, RH-7847, RH-9020, RWAR-842 and RH-781, which are drought tolerant and suitable for intercropping, for non-traditional areas, Indian mustard varieties of Rajat, Pusa, Jai Kisan and Seeta etc. These seeds varieties are not only higher yielder but also possess extra adaptability to varying conditions. The irrigated area as a percentage of the total area under rapeseed-mustard, which was 64 percent during the TE 1980-81 increased to more than 68 percent during the 1990-91, and further to 78 percent during TE 2001-02. These apart from the area under fertilizer use, plant protection and improved agronomic practices have considerably improved. According to a recent study by National Research Centre on Rapeseed-Mustard (NRCRM), Sewar, Bharatpur (Rajasthan, 2004), adoption of full technology package increased the seed yield ranging from 67 to 190 percent over local practices in mustard and 118 to 197 percent in toria. Among the factors, production and application of fertilizer, has been found to be the most critical input. Extensive front line demonstrations conducted at farmers field have established beyond doubt the potential of improved technologies in realising the increased yields of rapeseed-mustard The productivity difference between irrigated and un-irrigated rapeseed-mustard in Rajasthan during TE 1980-81 was about 20 percent increased to 30 percent during TE 1990-91, which further rose to 50 percent during TE 2001-02. In TE 1980-81, yield rate was 639 kg/ha in irrigated area against 532 kg/ha in un-irrigated area, and during TE 1990-91 they stood at 989 kg/ha against 761 kg/ha and further 1121 kg & 748 kg respectively for TE 2001-02. The impact of new technology on yield of rapeseed-mustard is thus clearly visible. Large a number of on-farm demonstrations on rapeseed-mustard have been conducted at farmers’ field with improved technologies against traditional farmers practices in different agro-ecologies under cropping systems to demonstrate the potential of new/improved technologies. Studies on impact of on-farm demonstrations have revealed an average realisable yield of 1593 kg/ha at farmers’ fields. Further, the expected realisable yield ranging from 1149 kg/ha to 4596 kg/ha with adoption of improved technology ranging from 25 to 100 percent respectively1 (Table-4.4). Thus, even if mean realisable yield are obtained after adoption if improved technology, there is an expected increase of 86 percent in the average national yield.

Table-4.4: Impact of On-farm Demonstrations on 
Rapeseed-Mustard Production (1997)

	Items
	Yield (Kg/ha)

	Mean Realisable Yield with IT
	1593

	National Average Yield
	856

	Realisable Yield gap
	737

	Expected after adoption of IT (100 percent)
	4596

	Expected after adoption of IT (75 percent)
	3447

	Expected after adoption of IT (50 percent)
	2298

	Expected after adoption of IT (25 percent)
	1149


IT= Improved Technology 

Source: Kumar, PK et. al.(1999

The second development is the substantial contribution of rapeseed-mustard and Rabi oilseeds, whose production is subject to relatively less fluctuations, to the incremental output of oilseeds. Between TE 1980-81 and TE 1990-91, of the total increase in average production of oilseeds of 16.43 lakh tonnes, rapeseed-mustard contributed 75 percent. The contribution of rapeseed-mustard in the incremental output far exceeded that of groundnut (Table-4.5) in Rajasthan.

Table-4.5: Crop Wise share in the Incremental Production of 
Oilseeds during 1980-81 to 2001-02

	Oilseed

Group/Crop
	TE 1980-81
	TE 1990-91
	Changes during TE 1990-91 Over TE 1980-81
	TE 2001-02
	Changes during TE 2001-02 Over TE 1990-91

	
	Lakh tonnes
	%
	Lakh tonnes
	%
	Lakh tonnes
	%
	Lakh tonnes
	%
	Lakh tonnes
	%

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11

	Kharif Oilseeds
	1.73
	43.7
	5.15
	25.3
	3.42
	20.8
	9.39
	32.9
	4.24
	52.0

	Rabi Oilseeds
	2.23
	56.3
	15.24
	74.7
	13.01
	79.2
	19.16
	67.1
	3.92
	48.0

	Total Oilseeds
	3.96
	100.0
	20.39
	100.0
	16.43
	100.0
	28.55
	100.0
	8.16
	100.0

	Groundnut
	1.31
	33.1
	2.31
	11.3
	1.00
	6.1
	2.47
	8.6
	0.16
	1.9

	Rapeseed-Mustard
	2.00
	50.5
	14.32
	70.2
	12.32
	75.0
	18.90
	66.2
	4.58
	56.1

	Soyabean
	-
	-
	1.39
	6.8
	1.39
	8.5
	5.91
	20.7
	4.52
	55.4

	Sesamum
	0.40
	10.1
	1.25
	6.1
	0.85
	5.2
	0.50
	1.7
	-0.75
	-9.2

	Others
	0.25
	6.3
	1.12
	5.6
	0.87
	5.2
	0.77
	2.8
	-0.35
	-4.2


Source: Calculated using data obtained from Statistical Abstract of Rajasthan, 2005

The contribution of groundnut was just six percent and of soyabean 8.5 percent. The contribution of sesamum was another five percent. The contribution of Rabi oilseeds in the incremental output was 80 percent.  The share of Rabi oilseeds in the total oilseeds production increased from 56 percent during in TE 1980-81 to 75 percent during TE 1990-91. The oilseeds trend changed drastically during the 1990s.  Soyabean as a Kharif crop emerged as a significant crop capturing the share in incremental output during TE 2001-02 almost equally with that of rapeseed-mustard. This turned the situation almost in favour of Kharif oilseeds which hitherto been occupied the position of pride by Rabi oilseeds. During TE 2001-02, Kharif oilseeds captured the share of incremental output to the order of 52 percent and relegated Rabi oilseeds to 48 percent, a significant decline from 80 percent during TE 1990-91. This is simply because of the soyabean becoming increasingly important crop in the state. The share of soyabean in total oilseeds output was just seven percent during TE 1990-91 rose significantly to 21 percent (three-fold) during TE 2001-02, while that of rapeseed-mustard declined from 70 to 66 percent during the same period. Out of the total incremental output of oilseeds during TE 2001-02 of 8.16 lakh tonnes, 4.52 lakh tonnes, (i.e. 55 percent) was captured by soyabean and the rapeseed-mustard shared another 56 percent (i.e. 4.58 lakh tonnes).

The third development is that in the incremental output of oilseeds, substantial contribution has been made by those states, which did not have a comparative advantage in the production of cereals (SS Acharya, 1993). The two states – Madhya Pradesh and Rajasthan – contributed 46.1 percent to the additional oilseeds production in the country between the TE 1980-81 and TE 1990-91. Analysing across individual oilseeds crops, it is observed that in the incremental output of 32 lakh tonnes of rapeseed-mustard in the country between TE 1980-81 and TE 1990-91, Rajasthan alone contributed 15.5 lakh tonnes or 49 percent. The analysis of the changes in the cropping pattern and production trends of different crops in Rajasthan during the period between 1980-81 and 2001-02, it is observed that significant increases in output of rapeseed-mustard and soyabean came about largely at the cost of pulses and to a lesser extent, of cereals. There is a replacement of crops within oilseeds segment. Sesamum and linseed during the entire period and taramira in the later period experienced significant declines in their production in favour of rapeseed-mustard and soyabean. 

The fourth development relates to the charges in the cost of production of rapeseed-mustard, which contributed 37.5 percent to the incremental production of oilseeds during the 1980s. As observed earlier, Rajasthan contributed 49 percent to the incremental production of rapeseed-mustard between TE 1980-81 and TE 1990-91. The estimates of the cost of production of oilseeds for the period between 1981-82 and 1990-91 show that the cost of production of rapeseed-mustard in real terms in Rajasthan has not increased. Measured at current prices, the cost of production of rapeseed-mustard was estimated at Rs.188 (US$4) per quintal in 1981-82, albeit intermittent fluctuations, it remained at the same level (Rs.185 per quintal) in 1990-91. Taking the same at constant 1981-82 prices, the cost of production of rapeseed-mustard was Rs.188 (US$4) per quintal, which reduced to almost half at Rs.144 (US$3.13) per quintal in 1987-88, but again went back to the same level of Rs.187 (US$4) per quintal in 1989-90. (SS Acharya, 1997). Acharya and Varghese (1991) observed that the cost of production of mustard in real terms had declined between these two periods in Rajasthan. The additional production has come through improvement in yield per hectare at a reduced real cost. 

The relative profitability of rapeseed-mustard and wheat has been worked out by SS  Acharya (1993) by estimating the cost and return data for mustard and wheat in Rajasthan. As noted by SS Acharya (1993) that the price and technology together tilted the profitability in favour of oilseeds particularly mustard compared to wheat in Rajasthan. He shows that though gross income-cost ratio for mustard was higher than that of wheat, but the net return per hectare from wheat was observed to be higher than mustard. “Had there been increase in only the prices and no improvement in the yield of mustard the increase in the net income from mustard would have been no more than 18 percent as against 71 percent in case of wheat. It was mainly the improvement in yield along with increase in prices realised by the growers of mustard that not only compensated them for the increase in cost of cultivation but also turned the ratio of average net return in favour of mustard” (pp.324). Furthermore, Ninan (1989) reported that during the period 1954-55 to 1981-82, particularly the post-green revolution period, movements in relative prices yields and gross income have, by and large, been favourable to rapeseed-mustard in Rajasthan. The shift of area from wheat to mustard occurred only where the wheat yield was low or vice versa (Table-4.6).

Table-4.6: Relative Profitability of Mustard & Wheat in Rajasthan

	Particular
	1981-82
	1982-83
	1983-84
	1984-85
	1985-86
	1986-87
	1987-88

	Rapeseed-Mustard

Yield Per ha (kg)

Gross Value of output/ha (Rs.)

Cost of Cultivation (A2+family labour)Per ha(Rs)

Net Return Per Ha (Rs.)

Ratio of Gross Value of output/cost

Wheat

Yield Per ha (Kg)

Gross Value of output Ha/ (Rs)

Cost of cultivation A2+family labour Per ha (Rs)

Net Return Per ha (Rs)

Ratio of gross value of output/cost

Ratio of Mustard to wheat

Net Return Cost
	623

2313

860

1453

2.69

2286

4502

2428

2074

1.85

0.70

0.35
	467

2147

705

1442

3.05

2170

4797

2239

2558

2.14

0.56

0.31
	758

3148

1308

1840

2.41

1884

3950

2302

1648

1.72

1.12

0.57
	870

3797

1601

2196

2.37

2024

4660

2417

2243

1.93

0.98

0.66
	825

3713

1168

2545

3.18

2384

6470

2785

3685

2.32

0.69

0.42
	996

5980

1495

4485

4.00

2610

6590

2824

3766

2.33

1.19

0.53
	844

6480

1475

5005

4.39

2097

7272

3101

4171

2.34

1.20

0.48


   Source: Adopted from SS Acharya, IJAE, Vol. 48, No.3,1993 pp. 324

District-wise Area and Production of Rapeseed-Mustard in Rajasthan


Out of 21 districts, which were predominant in area and production of rapeseed-mustard in India during 1985-86, 12 districts (i.e. 57 percent of total) were from Rajasthan. Ganganagar district of Rajasthan occupied number one position in the country in terms of both area and production of rapeseed-mustard in 1985-86, capturing 4.54 percent of area and 5.25 percent of country’s total output of the crop under the study. The other prominent districts of Rajasthan, which figured in all India scene were Bharatpur, Alwar, Jaipur, Sawai Madhopur, Kota, Tonk, Pali, Jalore, Chittorgarh, Nagaur and Dholpur. In 2001-02, 13 of the total of 28 districts in the country were from Rajasthan producing rapeseed-mustard predominantly, while Ganganagar continued to hold the first position with greater eminence with a share of 5.32 percent in area and 5.42 percent of country’s total production of rapeseed-mustard. Ganganagar district observed higher yields of rapeseed-mustard in compared to the national average as well: it 0was 780 kg and 1080 kg during 1985-86 and 2001-02 respectively for Ganganagar as against the national average of 674 kg and 935 kg per hectare. Alwar, Bharatpur, Bhilwara, Chittorgarh, Dholpur, Jaipur, Jalore, Kota, Nagaur, Pali, Sawai Madhopur and Tonk were other important districts of Rajasthan growing rapeseed-mustard during 2001-02 (Appendix 4.4.)

The area under rapeseed-mustard at the district level in Rajasthan has been subject to high instability owing to the reasons including: (i) district wise distribution of rainfall during the period 1980-81 to 2001-02 has been highly uneven and uncertain affecting the irrigation available and the sowing area under this crop; (ii) and there was  a switch-over from rapeseed-mustard to other crops offering better remunerative prices to the farmers, such as soyabean (in  Baran, Kota, Jhalawar, Sawai Madhopur districts) and to other horticulture and fodder crops (in Hanumangarh, Jaipur, Jalore, Pali, Sawai Madhopur districts). See, for example, cropping pattern changes in districts of Rajasthan (pp.85) where farmers were willing to switch over to any commercially viable crops, if required inputs are available in time at reasonable prices.

District-wise area production and yield of rapeseed-mustard are having maximum area under rapeseed-mustard were: Ganganagar, Alwar, Bharatpur, Sawai Madhopur and Tonk which claimed nearly 38 percent of area and also production to the same magnitude of rapeseed-mustard in the state. Tonk district was later on replaced by Baran district in terms of both area and production of rapeseed-mustard during 2001-02. The highest yield of the crop is reported as 1353 kg/ha in Baran district in 2001-02 surpassing even that of Ganganagar district. Presently, rapeseed-mustard is being grown all over the state covering almost all 32 districts, however there is a distinct pattern observed in its area and production. The northern, eastern and central parts of the state are predominantly growing this crop, while the southern and southwestern parts are relatively inefficient in producing the crop. The new technology has been successfully implemented in those districts such as Ganganagar, Hanumangarh, Alwar, Bharatpur, Baran, Sawai Madhopur etc., which have abundant irrigational facilities. The ICAR has established its research center for rapeseed-mustard at Sewar in Bharatpur district for R&D activities, which undertakes demonstrations of new inputs and also produces new hybrid varieties of the crop, especially for increasing yield which can be raised in semi-arid conditions of the region. 

Post-Harvest Profile of Rapeseed-Mustard

Post-harvest management plays crucial role in both oilseeds and edible oil economy since it affects the prices received by both the grower (farmer) and the processor (the miller) of oilseeds and also the consumer whose preferences (which largely influenced by the price) dictate farming as well as processing of a particular oilseed/edible oil. Also, post-harvest management includes post-harvest losses, harvesting care, grading, packaging, transportation, storage, marketing, institutional facilities etc.

In this section, we analyse the marketing practices and institutional arrangements available for rapeseed-mustard seeds as well as edible oils particularly with reference to Rajasthan.

The oil obtained from mustard seeds is known for its culinary facts for over 3000 years by the Indians, West Asians (Indian sub-continent) and Chinese. In India, the oil obtained from mustard-rapeseed account for 2/3 edible oil consumption in the country. In India, the oil is traded in Kacchi-ghani type for its traditional characteristic flavour and to some extent in refined form. The traditional mustard-rapeseed grown in India contains high amount of erucic acid and glucosinolates, which does not conform to the international standards (especially after WTO AoA stringent quality specification conditions). It is estimated that about 90 percent of domestic production of mustard-rapeseed is crushed for extracting edible oil, which is mostly traded and consumed in northern, north eastern, eastern and central India. Being a rich source of unsaturated fatty acid and with low concentration of saturated fatty acids, now-a-days the oil of rapeseed-mustard has become nutritionally better than other oilseeds specially after the introduction of ‘Canola’ (See Box 4.1) quality mustard-rapeseed in North America, EU and Australia. The term ‘Canola’ is a registered trademark of ‘Canada Canola Association’ and refers to the mustard-rapeseed having low erucic and glucosinolate, which has gained a tremendous acceptance worldwide. Canola oil is widely used as cooking oil, salad oil and for preparation of margarine in different parts of the world. World trade of canola quality rapeseed has achieved a tremendous growth. Globally, the volume of canola/rapeseed export is the second largest volume of oilseed trade following soyabean. There are some efforts in this direction in India to produce Canola type rapeseed. At present, government agencies in Punjab are promoting the cultivation of hybrid mustard rapeseed namely, ‘Hyola’ as a drive for the crop diversification programme. Punjab Agro initiated the contract farming of Hyola in around 10,000 acres of Punjab during 2002-03.

Box-4.1: Characteristics of Canola


Higher yield crop is identified as a short duration crop. Its oil contains less than two percent erucic acid, hence a healthy cooking medium oil meals containing less than 30 micromoles glucosinolates per gram of defatted meal. Hence, it used as highly demanded livestock feed containing around 42 percent oil by weight and being high quality oil, it is used as top notch salad oil for its light colour and texture, and also used in baking industry as the baking with canola reduced the saturated fatty acid intake. It also modifies the texture of baked product by making it more moist and softer. Canola oil is one of the largest traded oilseed in the world. 


Source: www.ca.uky.edu/agc/pub; www.canola-council.org
It is a ‘Canola’ quality hybrid rapeseed-mustard recently introduced in India. The ‘Hyola’ (variety PAC-401) is only hybrid ‘Canola’ quality gobhi-sarson seed notified by Government of India after extensive trails by ICAR. It has the yield potential with high oil percentage. In current crop diversification programme, Hyola is gaining wide acceptance among the farmers in Punjab. Besides, farmers, it has been accepted by traders and consumers as well. As a result, Punjab Agro Industries Corporation Ltd. (PAIC) is promoting the Hyola cultivation through contract farming system and has identified the Hyola (variety PAC-401) as a suitable alternative in place of wheat during Rabi season. By realising its benefits, the Government of Punjab has given more emphasis on its cultivation and set a target to extend the cultivation to more than 1 lakh acre by 2004-05 and further to 5 lakh acres by 2007-08. The characteristics of Hyola include: higher yield (around 12 quintals/acre); identified as a suitable crop for diversification; returns more than wheat; an ideal intercrop with autumn sour sugarcane; tolerant to white rust disease and frost, hence acceptable to farmers; fetch more price in mandi (market) due to higher oil percentage; higher oil content (41-44 percent) in the seeds; contract farming facility (currently made available by PAIC); export quality oil meal (contains less than 30 micromoles glucosinolates per gram of defatted meal); export quality oil (contains less than two percent erucic acid); and more acceptable to the consumers as it contains less than 2 percent erucic acid, which is healthier (visit: www.punjabenvironment.com/agriculture-sustain.htm. and www.commodityindia.com ). The scientists of the Energy and Resources Institute (TERI), India, have also developed a new variety of gobhi-sarson and named as ‘Teri-Uttam’, which also fulfills international specifications of quality. It contains high oil content, early maturity period within 135 days and more than 20 percent yield as compared to other varieties. It has also potential of earning foreign exchange, as its oil meals contain low glocosinolates.

Post-Harvest Losses

Losses of mustard-rapeseed occur during post harvest operations like handling, transportation and storage at producers, trader, wholesaler levels, which vary from 0.2 percent to 2.0 percent and which are due to loss in weight by dry season. Other reasons include improper method of harvesting and ignoring the symptoms of harvesting, deterioration of the quality of seeds of rapeseed-mustard, too much use of hooks by labourers while handling/lifting the bags and rodent attacks on bags during storage. It was reported that there are negligible losses due to these factors in Rajasthan.

Grading Specifications Followed by NAFED for Procurement

NAFED is the nodal agency for conducting procurement under Price Support Operation (PSO). During 2004-05 marketing season, it followed the grade specifications which included the maximum limit of tolerance (percent by weight per quintal) FAQ as: impurities/foreign matter (including Tara Mira) two percent; admixture with other types 10 percent; unripe, shriveled or immature four percent; damaged and weevilled two percent, small atrophied seeds 10 percent; and moisture content eight percent. The support price was fixed at Rs.1600 (US$34) per quintal for FAQ. Presence of all non-edible oilseeds like Argemone seeds, Castor, Mahua, Neem is prohibited. 

Transportation

There are several modes of transportation of oilseeds in Indian states including Rajasthan, which differ on the basis of distance. For long distance, trucks are usually used by farmers across the country while wholesaler/traders use railway wagons as well. For shorter distances, there are several modes such as pathways (both head load and pack animals), roadways (by thelas, rickshaws, tongas, bullock/camel cart etc.) tractor trolley, yugad and trucks (See Fig-4.2).

Figure-4.2: Different Modes of Transportation of Mustard-Rapeseed
















Storage

The traditional system of storage in rural areas includes earthern pots, bamboo baskets, gunny (jute) bags, circular steel bins (anaj kothi), while modern system consists of godowns and warehouses. Godown is a pucca storage structure made of cemented brickworks wall and floor along with corrugated roof. Warehouse is a scientific storage structure created and widely used by organisations like Central/State Warehousing Corporation, NAFED, and other cooperative marketing agencies. These storage structures are always built as per prescribed guidelines for scientific storage of agricultural commodities.

Major Assembling Markets
There are a large number of assembling markets of rapeseed-mustard that are situated throughout the country. The major marketing centres in different districts/regions of Rajasthan are shown in Appendix-7. 

Market Arrivals

Besides the quantity of produce retained for farm family purpose, remaining quantity forms the marketable surplus, which is brought to markets by various market functionaries. In the regulated market system, the producers can bring their produce directly to the market and without intermediaries. Also, they can dispose it more competitively. Seeds of rapeseed-mustard begin to move to the market shortly after the harvesting of the crop. The season of marketing varies from variety to variety, region-to-region and time of harvesting. For toria, the marketing period is December to February, while for rapeseed-mustard it is March to June. In Rajasthan, during the marketing year of 1998-99, the total quantity of market arrival (at 28 markets[Appendix 4.5]) stood at 33.29 lakh tonnes, while for later years, it was 34.17 lakh tonnes, 30.15 lakh tonnes and 30.29 lakh tonnes respectively during 1999-2000, 2000-01 and 2001-02.

Most of the rapeseed-mustard was dispatched from Rajasthan to Delhi, Jammu and Kashmir, Punjab, Tamil Nadu (excluding port area) and West Bengal (including Kolkata) during 1998-99.

India exported rapeseed-mustard of about 1,08,000 tonnes during 1998-99, mostly to Australia, Canada, Germany, Japan, Kuwait, Mauritius, Nepal, Pakistan, Sri Lanka, UK   while imported about 6,22,232 tonnes in the same year from Canada and Netherlands. The exports/imports of oilseeds are now subject to SPS requirements, as per WTO AoA, which may hinder export prospects for India owing mainly to non-availability/unawareness regarding these SPS measures.

Marketing Channels: There are two channels of marketing that exist in India (and in Rajasthan): Private and Institutional.

Private Channel:  There are different private agencies such as village trader, wholesaler, oil miller, retailer that are involved in the chain of marketing channel of rapeseed-mustard in several ways, as detailed below:

i) Production ( retailer ( consumer

ii) Producer  ( village trader ( wholesaler ( retailer ( consumer

iii) Producer ( village trader ( wholesaler (consumer

iv) Producer ( village trader ( wholesaler ( miller/oil expeller ( consumer

v) Producer  ( miller/oil expeller ( consumer

Institutional Channel

Due to sensitiveness of oilseeds crop in the market, some institutions have been entrusted with the marketing activities of oilseeds like mustard-rapeseed namely, NAFED, oilseeds cooperatives under apex organisation, NDDB and different state government agencies. NAFED is entrusted as a nodal agency for procuring oilseeds like rapeseed-mustard by the way of providing MSP to the farmers for their produce. The different institutions involved in rapeseed-mustard marketing channel are as follows:

i)          Producer  ( different state government agencies  ( retailer  ( consumer

ii)         Producer  ( NAFED ( retailer ( consumer

iii)     
Producer ( oilseed cooperatives under apex organisation (NDDB) ( retailer (     

consumer

Marketing Costs

Marketing costs are the actual expenses required for bringing rapeseed-mustard from farm-gate to the consumer. It includes: handling charges at local points; assembling charges; transportation and storage costs; handling charges by wholesalers and retailer charges to consumer; expenses on secondary services like financing; risk taking and market intelligence; and finally profit margins taken out by different agencies (Appendix-4.6).

Market fee is collected from buyers and not from sellers. The rates are determined by respective Agricultural Produce Market Committees in some states like Gujarat and Maharashtra. While in most of the states these are fixed for the entire state under the respective State Marketing Regulation Acts, in Rajasthan, it is fixed as 1.6 percent,though in Madhya Pradesh and Uttar Pradesh it is two percent and for Gujarat it is just 0.5 percent. Commission charges vary between 2 to 2.5 percent and are charged by them in regulated markets. Taxes, particularly sales tax is levied between two to four percent of the sale value of the product and collected from consumer. Market charges are collected which are incurred towards loading, unloading, weighing, brokerage, cleaning etc.

Marketing Margin
The price received by producer (farmer) depends, to some extent, on the marketing system. The market margins of rapeseed-mustard are the difference between the actual price paid by the consumer and the price received by the farmer for an equivalent quantity of rapeseed-mustard. It may be explained in terms of price-spread application for a particular situation. Studies on marketing margins and price spread reveal that as the number of market intermediaries increases, they add cost to the commodity in the market channel, which results in the fall of producer’s (farmer’s) share in consumer’s rupee. A study on Punjab reveals that the percentage of producer’s share varied from 81.11 percent in Channel-I (Producer ( Villages Merchant ( Wholesaler ( Miller to 90.86 percent in Channel-II (Producer ( Miller ( Consumer). It means that price spread is minimum (9.14 percent) when the miller directly purchases oilseeds from the producer (i.e. a case for contract farming) and it is maximum (19.89 percent) when the oilseeds are sold through village merchant. From the above analysis of price spread, it is evident that the direct marketing of oilseeds by producers to consumer is preferable and profitable. 

Marketing Systems
There are at least four different marketing systems prevalent in India and in Rajasthan as well. 

· Direct Marketing

· Contract Farming

· Cooperative Marketing

· Forward and Future Markets 

Direct Marketing: This system enables the farmers to meet the specific demand of wholesalers, traders and consumers according to their preferences from the farmers inventory of graded and certified produce on one hand and helps the farmers to take advantage of favourable prices, on the other. This system encourages farmers to undertake sorting, grading and quality marking at their farms. This model has been introduced in Punjab (Apni Mandi) and in Andhra Pradesh (Rythu Bazars) for fruits and vegetables.

Contract Farming: It is a type of agricultural marketing wherein the prospective buyer or any trading/processing agency enters into a contract with the farmer and promises to purchase the produce under pre-negotiated prices and conditions, In this type of marketing, the trading/processing agency supports the farmers through inputs and other technical support and farmers can get the established market at a fixed price. By entering contract farming, farmers do not require to rely on middlemen and avoid risk of price also. In the present context of economic liberalisation and global scenario, contract marketing opens up the venues to adopt new technologies and access to global markets. There are some examples in India, where for some particular crop, contract farming has taken place, but it is still in an infancy stage. The Government of Rajasthan (with other states as well) has recently enacted a legislation for popularising contract farming in the state.

Cooperative Marketing: It is the system by which a group of farmers join together to carry on some or all the processes involved in bringing goods from producer to consumer. In other words, it is association of cultivators/farmers for the purpose of helping them to market their produce in a more profitable way than private trade system. The members of an oilseed co-operative society sell their surplus produce to the society. When they supply their produce to the society they get an advance for their produce. After collecting the produce of the member, the society either processes it or sells it in the mandis or the millers. Sometimes, considering the unfavourable prices at prevailing market, the society stores the oilseeds and sells later at favourable prices. Thus, cooperatives play a key role in the agricultural marketing process as they protect the farmers from exploitation of middlemen and secure better returns for their produce, for example, the Rajasthan State Co-operative Oilseeds Growers Federation Ltd provides technical inputs to rapeseed-mustard growers and purchase the oilseeds at open market price and process it. After marketing of final produce, the price difference is given to farmers in proportion to their produce.

The following are the different levels of co-operative organisation for rapeseed-mustard marketing: 

i)
National: NAFED

ii)  
State:
    State Oilseeds Growers Federation Ltd.

iii) 
District:    District Oilseeds Growers Cooperatives

iv)
Village:     Village Oilseeds Growers Society

Besides, there are other organisations like the National Co-operative Development Corporation (NCDC), New Delhi, which operates assistance scheme for promotion of cooperative markets. Among above co-operative organisations, NAFED is a well-known organisation because it functions as the national apex body of the cooperative marketing system in coordination with state level marketing federations, regional and district level cooperative societies. NAFED was established with an aim to promote cooperative marketing of agricultural produce and to ensure the farmers to get ready market as well as remunerative price for their produce. In order to protect farmers from steep fall in price in market, the Government of India established NAFED as central nodal agency to undertake the procurement operations of commodity like rapeseed-mustard by declaring support prices at every marketing season. NAFED has, over the years, procured rapeseed-mustard at the declared price of MSP as shown in Table-4.7

Table-4.7: Procurement of Rapeseed-Mustard by NAFED under 
Price Support Scheme (PSS)

	Year
	Support Price

Rs/Qtls.
	Quantity Procured (MT)
	Value

(Rs. lakhs)
	Major States of procurement

	1984-85
	385
	76614
	2906.31
	Rajasthan, Gujarat

	1985-84
	400
	13445
	533.25
	UP, MP, Rajasthan, Gujarat

	1988-89
	460
	69
	3.47
	Rajasthan & Gujarat

	1992-93
	760
	2746
	148.87
	Rajasthan & Gujarat

	1993-94
	810
	66
	5.18
	Rajasthan & Gujarat

	2000-01
	1100
	247956
	29194.1
	Rajasthan, Gujarat, MP, UP, Haryana

	2001-02
	1200
	329524
	42486.4
	Rajasthan, Gujarat, MP, UP, Haryana

	2002-03
	1300
	467629
	65192.2
	Rajasthan, Gujarat, MP, UP, Haryana

	2003-04
	1600
	-
	-
	Rajasthan, Gujarat, MP, UP, Haryana

	2004-05
	1700
	-
	-
	Rajasthan, Gujarat, MP, UP, Haryana

	2005-06
	1715
	-
	-
	


Source: Department of Agriculture & Cooperation, Ministry of Agriculture, GoI

In 2004, NAFED purchased nearly 5500 tonnes of rapeseed-mustard from Rajasthan at Rs.1600 per quintal (US$34), but during 2005, 14 lakh tonnes (out of total output of 38 lakh tonnes in Rajasthan) was procured by NAFED at MSP Rs. 1600 (US$34) per quintal paying a sum of Rs. 2380 crores (US$517mn).

Forward and Future Markets: In terms of price discovery and risk management, the forward and future markets have been identified as an important tool for price stabilisation. Presently, forward and future marketing system is followed in certain agricultural commodities, including rapeseed-mustard. The forward market supports two economic functions namely, price discovery and price risk management, which enables the traders and stockists to protect against the risk of adverse fluctuation of prices. It is governed in India under the Forward Contract Regulation Act, 1952. During 1999, the Government has brought the rapeseed-mustard under the system of forward trading. The future market facilitates the trading of rapeseed-mustard for the purchase or sale of the oilseeds for future delivery where contracts are made on a future exchange on the basis of standard quality, quantity, delivery time, locations and the price etc. Future trading would provide a right tool for hedging the market related risks for everyone in the value-chain of the commodity – the producing farmers, processors, brokers, speculators, traders of other oils etc. 

Impacts of WTO AoA on Oilseeds/edible Oil Sector in Rajashtan

In this section1 we discuss the likely impact of the dismantling of the QRs on oilseeds/edible oil sector on the Indian agriculture in general and   Rajasthan state in particular2. India is a vast country and its agriculture production pattern and level of economic development varies considerably across states. Similarly, the consumption pattern also varies across states. In some states, rice is the main staple food while in others wheat is prominent foodstuff. Crop pattern varies considerably across states and different states specialise in the production of different crops. Therefore, the impact of trade liberalisation is bound to affect different states in different ways. 

Ramesh Chand and D Jha (2001) have made an attempt to estimate the impact of trade liberalisation (inclusive of dismantling QRs) for selected crops and crop groups such as cereals, pulses and oilseeds in order to investigate the impact of liberalisation on consumers, producers and net social welfare across states. They have found that the import liberalisation of edible oil is found to have the worst impact on Gujarat closely followed by Madhya Pradesh and Rajasthan. “In terms of net social welfare, the highest loss would accrue to the sate of Rajasthan………..”([pp. 81] See Appendix-4.7) The impact of trade liberalisation is to show the price of rapeseed/mustard oil at a wholesale level and to the price of rapeseed/mustard seed at the farm level. Kanpur in Uttar Pradesh was selected as the reference market for analysing the impact of trade liberalisation on the wholesale rapeseed/mustard vis-à-vis the price of rapeseed-mustard oil and Rajasthan for analysing the impact of trade liberalisation on farm level prices. The impact is studied under both state scenarios, namely, liberalisation at actual import prices and at international prices. India paid Rs. 23418 (US$508) per tonne of imports of rapeseed/mustard oil while the price in the domestic market was Rs. 31608 (US$685). When transportation and the other costs involved in taking the produce from port to reference market (Kanpur) are added, then the price of imported oil increased to Rs. 25372 (US$550), which is still about 20 percent lower than that in the domestic market. Liberalisation of trade, which brings equilibrium between existing cost, insurance and freight (CIF) prices and domestic prices would raise the domestic wholesale price of rapeseed/mustard oil by about 20 percent and farm level prices of rapeseed/mustard seed by 14 percent (pp. 66).

The impact of trade liberalisation on rapeseed/mustard is studied under the ‘importable’ hypothesis. In the first scenario, when domestic prices are depressed by import liberalisation to bring them in line with the actual CIF prices, rapeseed/mustard producers suffer a loss of Rs. 109300 crore (US$23.7bn) due to decline in the price of rapeseed/mustard seed (See Appendix-4.8). On the other hand, a decline in the price of rapeseed/mustard oil due to liberalisation increases in consumer surplus by Rs. 117700 crore (US$25.5bn). This way, liberalisation of rapeseed/mustard oil imports result in a net social gain of Rs. 84.3 crore (US$18mn). India has been importing rapeseed/mustard oil at a price, which is about 8.5 percent higher when compared to CIF price (corresponding to international prices). When domestic prices are adjusted downward to corresponding with the international price, the net social gain increases to Rs. 14200 crore (US$3bn). India continues to be attractive for imports as domestic prices are higher than international prices. Even when moderate tariffs are imposed on imports of edible oils, the level of the international price of these oils is making it difficult for domestic producers to complete. During the last 20 years or so, the government implemented various programmes/schemes, which were aimed at raising the output of edible oils and also to attain self-sufficiency in such oils. Farmers have responded positively to various incentives brought about by these programmes and there has been a significant increase in the output of edible oils, which has resulted from an expansion in oilseed area and yield. The growth in oilseed crops has largely occurred in agriculturally backward areas where the green resolution could not have had much impact and where there was not much potential for other alternatives. The new trade regime involving the removal of physical restrictions on imports has posed serious challenges to these oilseed growing areas (especially states like Rajasthan). One reason for domestic prices being considerably higher than international prices seems to be the high level of subsidies given to producers in edible oil exporting countries of Europe. Though some input subsidies are given to producers in India, input subsidies given for oilseeds are very small. According to yet another study by R Chand (1999), oilseed production in India receives less than one-fourth of the input subsidy for rice. Until the level of farm subsidies in exporting countries is brought down to relatively comparable standards. India should impose a moderate tariff on the imports of edible oils. There is also a need to look into the R&D aspect for reducing the cost of production of oilseeds in the long run (Chand, 1991).

Trade Competitiveness of Rapeseed-Mustard

An exercise was made by Ramesh Chand
 to study trade competitiveness of rapeseed-mustard for Rajasthan by estimating Nominal Protection Coefficient (NPC), Effective Protective Coefficient (EPC), Effective Subsidy Coefficient (ESC)
 and DRC. According to him, domestic price of rapeseed-mustard always ruled higher than the world price making it a fit case for importable scenario. NPC for rapeseed-mustard was 1.345 during 1994-95 and has behaved in a ‘U’ shaped manner – it came close to one when international prices (in dollars) were at the top and again started rising when world price started falling.  EPC and ESC were also above one and higher than NPC throughout (Table-4.8). These ratios show that oilseed production in India has been highly protected. Despite this, DRC for rapeseed-mustard remained below one except in the recent two years. This average import substitution of rapeseed-mustard is socially desirable, as it requires 87 paise to produce at home (Rajasthan) compared to one rupee required to buy rapeseed-mustard from international market.

Table-4.8: Domestic and International Prices and Indicators of Protection and Efficiency under Importable Hypothesis for Rapeseed-Mustard Produced in Rajasthan

	Year
	Domestic

Price
	World

Price
	NPC
	EPC
	ESC
	DRC

	1994-95
	1094
	709
	1.345
	1.391
	1.636
	0.819

	1995-96
	1178
	1037
	1.022
	1.029
	1.216
	0.720

	1996-97
	1203
	1068
	1.016
	1.018
	1.202
	0.740

	1997-98
	1178
	1040
	1.011
	1.009
	1.216
	0.980

	1998-99
	1795
	1237
	1.303
	1.332
	1.569
	0.716

	1999-00
	1489
	882
	1.486
	1.589
	1.892
	1.063

	200-01
	1230
	857
	1.274
	1.340
	1.557
	1.047

	Average
	-
	-
	1.208
	1.244
	1.470
	0.869


Note: Prices refer to the succeeding calendar year and are expressed in Rs./Quintal.

Source: Ramesh Chand, Trade Liberalisation, WTO and Indian Agriculture (2002), Mittal Publications, pp.71, Table-4.9.

In order to study the complex picture of edible oilseeds and edible oils, the comparison between the ratio of domestic to international prices of edible oilseeds with that of edible oil could make some sense, which would indicate difference in efficiency of oilseed and edible oil production. It is reported in Ramesh Chand (2002) that the ratio of domestic to international prices of rapeseed-mustard oil remained consistently higher during the entire period between 1994-95 and 2000-01. There could be several reasons for the two price ratios showing large deviations and some important inferences could be derived from such a situation. One inference is that India is not inefficient producer of oilseeds, though domestic prices of edible oil are highly attractive for imports. This could be explained by two factors : (i) domestic processing and marketing cost render domestic edible oil prices higher than international prices; and (ii) edible oil in developed countries, which are major exporters of such oils, does not reflect true cost of its material. This could happen when oilseeds are produced mainly to meet demand for cakes etc. and the oil that is produced in this process does not find sufficient market in developed countries. Thus, these countries offer oil for sale in international market at a price lower than that justified by price of raw materials, i.e., oilseeds. Thus, despite being efficient producers of oilseeds and especially rapeseed-mustard (in case of Rajasthan), the developing countries (particularly India) find themselves captive of their own policies as well as polices of exporting developed countries which depress market prices of their oilseeds by way of heavy subsidies thus deliberately makes developing countries inefficient in exports of oilseeds as well as oils.

In India and particularly Rajasthan, which is prominently a rapeseed-mustard growing state in the country, tries to improve yield rates of rapeseed-mustard and thereby increase its production. The state would become an efficient exporter of rapeseed-mustard and as well can supply rapeseed-mustard to domestic processors at a competitive price and in requisite quantity. So the lesson derived from the above discussion is that Rajasthan should target to improve its yields of rapeseed-mustard and more area be brought under irrigation so that new HYV technology can be introduced. It is interesting to note that recognising this fact, Rajasthan Government has launched a programme of ‘Target-Twenty’ in Bharatpur district (one of the important grower district in Rajasthan) with the assistance of the NCRRM of ICAR at Sewar, Bharatpur, to enhance the yield to twenty tonnes per hectare during the 2005-06. 

Chapter-5

Survey Results and Analysis

The people associated with the oilseeds and edible oil sector in Rajasthan have been/are raising concerns over the removal of QRs on products of this sector. They are also concerned with measures for tackling short-terms impact and how to make the sector more competitive through policy changes. A comprehensive field survey in selected oilseeds producing districts of Rajasthan was undertaken to ascertain reactions/views of different stakeholders such as farmers, consumers, traders (both wholesalers and retailers), processors/ghanis, various associations representing farmers, traders, processors (mills) etc. and their perceptions visualising the changed (nationally/globally) scenario in this very important sector of agriculture and consumption of edible oil in the households which is undergoing structural changes in the wake of WTO  regime.

The farm-level survey to obtain detailed information regarding socio-economic conditions of the farmer households and also agricultural activities/practices etc., was undertaken for both crops, viz. rapeseed-mustard and groundnut. A consumer perception survey was conducted for rural and urban households to elicit information as to how they react/view this changed edible oil scenario from their own social welfare perspective as well as collectively for the society as a whole. The processors/ghanis were surveyed to understand their economics of operations to analyse their profitability/productivity, which may be/is being affected by such a changed global scene. In addition the associations of different stakeholders were interviewed to know their reactions to policy changes and suggestions as remedial measures for documentation. Survey Methodology is discussed in Box 5.1.

Box-5.1: Survey Methodology

The sample design was a multi-stage stratified one, whereby districts, blocks, villages and households as primary, secondary, tertiary and ultimate units of the sample were drawn. The study was conducted in five districts of Rajasthan having largest sown area and largest producers of rapeseed-mustard crop and three major districts having highest sown area and production of groundnut crop.

From each selected district, two blocks were selected on the basis of the joint consideration of the area sown under the concerned crop and the output of the crop.

Five villages were selected from each chosen block through systematic sampling, after arranging them in descending order of the area sown under the selected oilseed crop. The cultivating households of a chosen village were then classified into three broad categories on the basis of irrigated and un-irrigated crop cultivation inclusive of improved agricultural practices and SC/ST category with general castes and further into size of the farm i.e., marginal, small and large. About 10 households were selected from each chosen village by employing stratified random sampling method. The final sample consisted of eight districts (five for rapeseed-mustard and three for groundnut), 16 blocks, 80 villages and 800 households spread over the state of Rajasthan. 

The five districts chosen for rapeseed-mustard crop are: Alwar, Bharatpur, Baran, Ganganagar and Sawai Madhopur while Bikaner, Chittorgarh and Jaipur districts are selected for groundnut crop. 

The two blocks chosen from each districts are shown in Table 5.1

Table-5.1: Blocks Selected for Studying Two Crops

	S. No.
	District
	Blocks

	Rapeseed-Mustard Crop

	1.
	Alwar
	 Mandawar and Kathumar

	2.
	Bharatpur
	Weir and Nadbai

	3.
	Sawai Madhopur
	Sawai Madhopur and Chauth Ka Barwara

	4.
	Baran
	Baran and Atru

	5.
	Ganganagar
	Karanpur and Raisinghnagar

	Groundnut Crop

	6.
	Jaipur
	Sanganer and Chomu

	7.
	Bikaner
	Bikaner and Nokha

	8.
	Chittorgarh
	Chittorgarh and Begun


Questionnaires 

For the purpose of conducting the field survey, we designed four different types of questionnaires for farmers, consumers, processors and associations. The sample questionnaires for farmers were quite comprehensive and containing mostly either yes/no type questions or very simple and short questions asking for a particular information. We avoided lengthy and difficult questions. Where it was important to obtain a particular information, but farmers were not able to provide it due to lack of understanding, illiteracy or not interested in replying, counter or alternate questions were posed. At times, it was simply not possible to obtain right/correct/relevant information on account of several limitations, in such situations, proxies unfolded knots. Consumer perception survey was comprehensive and common for both rural and urban consumers. For working out farm-economics of oilseeds crops we laid greater stress on farm level survey while for edible oil economy, all three other target groups viz., consumers, processors/ghanis and associations were employed and juxtapose each other in such a manner that a correct inference can be drawn and a policy institutional measure could be identified. These field surveys were conducted simultaneously in all villages (of chosen blocks and districts) during August-October, 2005.

The farm level survey gives us details of the economics of oilseeds sub-sector of agriculture in Rajasthan. As noted in Chapter-4, groundnut and soyabean are major Kharif crops largely dependent on rainfall conditions while rapeseed-mustard and taramira are important Rabi crops whose area and production is affected mainly by the availability of irrigational facilities. Rajasthan produces about two-fifths to a half of the total rapeseed-mustard production of the country and thus it occupies first place in the country. Before the advent of the green revolution, groundnut was more important oilseed crops in Rajasthan than rapeseed-mustard but thereafter, since the 1970s, rapeseed-mustard (taramira inclusive) gradually gained prominence in the state’s agricultural scene. Beginning with the 1990s soyabean (a new crop in the state) gained momentum replacing rapeseed-mustard in certain areas/districts and pulses and coarse grains elsewhere. However, for the present study we have surveyed mainly rapeseed-mustard and groundnut grower families excluding soyabean producer-farmers.

We have segregated farmer families producing the crops viz., rapeseed-mustard and groundnut as a principal crops. The households from each village was selected depending on several considerations, including: the irrigated/un-irrigated holdings; farmers belonging to SC/ST and non SC/ST category; and farm holding size falling under marginal, small and large holdings etc. Two blocks were selected from each district and from each block five villages were chosen. From each of these five villages of a block 10 farmers families were chosen. In choosing these farming households care was taken to include at least one household from SC/ST category. Furthermore, proportion of the irrigated/un-irrigated farms selection depended upon the extent of irrigation facilities available in the particular village, including the farm size in terms of marginal, small and large farms. In doing so, services of village Patwari were obtained.

Out of 500 farm households (100 from each district) selected for rapeseed-mustard crop, only three percent were below the age group of 30 year (the age of the respondent, generally the head of the family), while between 30-45 years and above, the number of respondents was almost equally divided (i.e., 48.6 and 46.4 percent respectively) Ganganagar and Baran districts revealed the highest number of respondents who were relatively below 30 years (more than 40 percent of total), that is perhaps the reason why technological change and crop shifting is fast in these two districts,  which may confirm the proverb that the new mind adopts new machine rather quickly. As discussed earlier, the yield rates are observed highest in Ganganagar district for rapeseed-mustard while Baran district has been able to switch over to the crop, which gives the maximum returns to the farmer. In Baran district, it was found that farmers have shifted earlier from cereals/pulses crops to cash crops such as oilseed/sugarcane and within oilseeds from rapeseed-mustard to soyabean. In groundnut crop, more than half of households belonged to the age group of 45 years and above.

Majority of farmers surveyed in Sawai Madhopur and Bharatpur were over 45 years and above (over 60 percent). Almost 54 percent of respondent farmers, who were producing groundnut in Jaipur, Bikaner and Chittorgarh, were above 45 years. Thus, sample drawn show relatively aged and at the same time experienced farmers for both crops grown in the project districts. According to the caste composition, 17 percent and 13 percent respectively were hailing from SC and ST category in five mustard growing districts while 28 percent belonged to OBC, while the rest were from general category. The maximum SC farmer households were selected from Bharatpur and Ganganagar districts, while those of ST’s from Baran and Sawai Madhopur districts, which broadly confirms the caste composition according to 2001 census of the district concerned. From Jaipur district, 44 percent households belonged to OBC was surveyed. Table-5.1 shows caste wise percentage distribution of selected households for the farm-level study.

Table-5.2: Caste-wise Distribution of Respondents
(Percentage)

	S. No.
	Districts
	Total number of respondents
	SC
	ST
	OBC
	General

	1. 
	Sawai Madhopur
	100
	18
	24
	19
	39

	2. 
	Bharatpur
	100
	32
	2
	35
	26

	3. 
	Alwar
	100
	13
	15
	31
	41

	4. 
	Ganganagar
	100
	8
	--
	15
	77

	5. 
	Baran
	100
	12
	16
	40
	25

	Total for Rapeseed/Mustard
	500
	17
	13
	28
	42

	1.
	Jaipur
	    100
	20
	9
	44
	27

	2.
	Bikaner
	70
	25
	5
	30
	40

	3.
	Chittorgarh
	65
	10
	20
	40
	30

	Total for Groundnut
	235
	18
	12
	38
	32


Literacy plays a vital role in terms of enhancing productivity through adoption of new and scientific cultivation while education plays a significant role in making one’s mind broad so that adaptability to new machines becomes easy and economical. The selected households categorised into illiterate (no formal/informal educational attainment) and literate in terms of schooling up to primary, secondary and college levels. More than one-fourth (26.6 percent) respondents from five rapeseed-mustard growing districts were found to be illiterate, while maximum numbers were in Sawai Madhopur. Primary and secondary level schooling were found to be 34 percent and 30 percent respectively, the rest included a meagre six percent that attended college. Unfortunately, illiteracy rate was higher (41 percent) amongst groundnut growers and Jaipur district (which is relatively rich district) tops with 43 percent. This may be due to the fact 44 percent selected farmers belonged to OBC category where schooling is not considered a lucrative activity. Coupled with this, the average size of family was reported to the highest (12 persons per household) in Jaipur district. Perhaps illiteracy still plays an important role in this connection. Empirically, there is clear evidence of a high positive correlation between illiteracy and bigger family size. Incidentally, lowest family size (six persons per household) is reported in Bharatpur district. Rajasthan, as is evident from above data, is still experiencing joint family system, especially in farming rural communities. In majority of other districts like Sawai Madhopur, Alwar, Ganganagar, Chittorgarh etc., the average persons per family stands at eight. In aggregate 45 percent sample households in five districts producing rapeseed-mustard are limiting their family size between five to eight persons, while 32 percent between 9-12 persons.

The sample households are predominantly engaged in agriculture: nearly 90 percent of all households were having agriculture as their main occupation. The other occupations were related to services, self-business and casual labour. These primarily agricultural households were having subsidiary occupation relating to animal husbandry (30 percent), casual labour (seven percent), service (two percent), and others. These households are engaged in agricultural operations alongwith other subsidiary activities either as part time in lean season or do some casual labour activities.  

As regards average land holding, we found 45 percent were marginal (less than 2 hectare) holdings, 32 percent as small holding (2-5 hectares) while less than 10 percent large holding (above 10 hectares). Thus, there is a predominance of marginal and small holdings in the project area (Table-5.2).

Table-5.3: Average Size of Land Holdings

          (Percentage)

	S. No.
	Districts
	Marginal

(< 2 ha)
	Small

(2-5 ha)
	Medium

(5-10 ha)
	Large

(7-10 ha)

	1.
	Sawai Madhopur
	51
	28
	13
	8

	2.
	Bharatpur
	53
	34
	11
	2

	3.
	Alwar
	52
	30
	8
	10

	4.
	Ganganagar
	35
	29
	23
	13

	5.
	Baran
	33
	38
	15
	10

	TOTAL
	44.8
	31.8
	14.0
	9.4

	6.
	Jaipur
	64
	32
	--
	4

	7.
	Bikaner
	25
	35
	23
	17

	8.
	Chittorgarh
	70
	15
	10
	5

	TOTAL
	53.6
	30.6
	7.7
	7.7


The average size of farm is till less for groundnut as compared to rapeseed-mustard. Nearly 72 percent respondents reported fragmented farms (i.e. small farms located at more than one place). The problem of fragmentation of holdings was found to be more acute in Baran, Bharatpur and Sawai Madhopur districts, incidentally, however, these very districts are benefited as having the maximum irrigational facilities. In Baran district, 89 percent farms receive irrigation mostly from tube-wells. Bikaner and Chittorgarh districts receive less irrigation, the reason being they were surveyed for the groundnut, which is a Kharif crop. Bharatpur, Alwar and Ganganagar districts raise rapeseed-mustard cent percent with irrigational facilities, through mainly by canals in Ganganagar district and by wells and tube-wells in Alwar and Bharatpur districts.

In terms of area and production of various crops in the project villages, we found that Rabi crops are important in the villages of Ganganagar, Alwar, Bharatpur, Baran and Sawai Madhopur. These very districts, which are primarily rapeseed-mustard growing areas, play an important role in other Rabi crops such as wheat, barley and pulses. Ganganagar district is an important wheat and pulses growing district in Rajasthan. All villages falling in both blocks viz., Karanpur and Raisinghnagar are growing wheat and pulses, in addition to rapeseed-mustard. Alwar and Bharatpur villages are raising cereals and pulses as well. Incidentally, villages in Sawai Madhopur are raising equally groundnut alongwith rapeseed-mustard. In Baran district, the villagers in both blocks, Atru and Baran, have shown greater interest lately in producing soyabean, probably under the influence of the neighbouring area of Madhya Pradesh where soyabean has become an important crop and farmers are benefited more than raising rapeseed-mustard or any other oilseed crop. The villages in Sanganer and Chaumu blocks of Jaipur districts are producing coarse grains particularly barley and maize and pulses such as grain in addition to groundnut. In some villages of Chaumu block farmers are growing rapeseed-mustard as well. Yield rates for wheat and gram are registered higher in Ganganagar villages. Table-5.3 shows details of area and production of various crops in the project villages of the blocks/districts. 

Table-5.4: Distribution of Area and Production of Crops in Project Villages/District

(Percentage)

	Districts
	Cereals
	Pulses
	Rapeseed-Mustard
	Groundnut

	
	Area
	Prod.
	Area
	Prod.
	Area
	Prod.
	Area
	Prod.

	Alwar
	4.4
	7.5
	1.6
	3.4
	12.3
	14.5
	0.1
	0.1

	Baran
	1.1
	2.1
	0.6
	1.6
	5.1
	6.4
	0.6
	0.5

	Bharatpur
	3.0
	5.1
	0.7
	2.0
	10.8
	10.5
	0.02
	0.02

	Ganganagar
	2.5
	5.1
	3.3
	4.1
	12.2
	15.2
	0.3
	0.2

	S.Madhopur
	1.3
	1.4
	1.1
	2.6
	6.8
	5.5
	9.2
	8.0

	Bikaner
	3.4
	1.5
	12.3
	7.4
	1.5
	1.0
	9.9
	10.5

	Chittorgarh
	2.8
	4.3
	1.3
	1.9
	1.6
	1.2
	13.3
	15.3

	Jaipur
	5.5
	7.7
	3.1
	5.1
	3.8
	2.1
	21.5
	22.6


In Bikaner district, where the average holding is relatively large, the farmers are producing pulses and coarse grains along with groundnut. In Chittorgarh, villagers are producing mainly groundnut and maize along with some cotton and rapeseed-mustard. The farm families, who earn mainly from agriculture annually upto Rs.50,000 (US$1085) were 27 percent in the project villages surveyed for rapeseed-mustard, while this percentage was 37 percent for groundnut. Nearly one-third for rapeseed-mustard and slightly less than a quarter were reported earning annually between Rs. 50,000 (US$1085) to Rs. 1,00,000 (US$2170) respectively for rapeseed-mustard and groundnut. Families earning more than Rs.1,50,000 (US$3255) were 16 percent each for both the crops. Ganganagar district as expected, had a quarter of families earning more than Rs. 1,50,000 (US$3255) annually from agricultural activities, while this ratio for Jaipur district was higher at 38 percent. Farm families earning more than Rs. 1,50,000 (US$3255) generally own a large farm size and have access to modern technique of production giving rise to a high income (like in Jaipur district). The impact of high income of families or urban areas of Jaipur district has obvious impact on its counterpart rural families. In general, the households producing rapeseed-mustard earn more (total as well as per hectare) compared to groundnut. The earning level of marginal farmers is very low, more than 60 percent of such families fall under below poverty line (BPL) norm. This percentage is much higher in Bharatpur and Chittorgarh districts. The households in Bikaner district relatively earn less irrespective of cropping pattern, which is heavily in favour of Kharif crops. Subsidiary occupation is important in relation to backward districts like Sawai Madhopur, Bharatpur, Baran, Chittorgarh and Bikaner. Animal husbandry provides significant earning to the families in Bikaner district. Agricultural labour is conspicuous in Chittorgarh, Bharatpur, Alwar, Ganganagar and Jaipur districts. During the course of field study, we found some very interesting examples like farmers of remote and relatively backward areas/districts were found to be more enthusiastic about introduction of new crops and even hybrid seeds compared to relatively rich districts. The farmers of Baran and Sawai Madhopur, which are backward districts were more easily ready to accept new technology compared to the farmers of Jaipur and Alwar districts which are relatively rich. They complaint about relatively non-availability of either extension services or lesser visits of extension officials to their villages. Extension service, as we know, is the system through which new technology can be carried from laboratories to the farms. Nearly in all parts of the state, the impact of modern machinery such as tractor, thrashers etc., is visible. Farmers of relatively affluent districts such as Ganganagar, Jaipur, and in some parts of Alwar, own these machines while majority of farmers in all these districts use farm machinery on rents. Machines on rents are easily available in all blocks studied. The rental value of, say, tractor ranges between Rs. 100 (US$2.17) to Rs. 250 (US$5.42) per hour or Rs. 50-100 (US$1.08-2.17) per bigha (a measure of land in India, varying from a third of an acre to an acre) in Alwar to Rs. 600-700 (US$13-15) per bigha in Ganganagar. Nearly 55 percent of rapeseed-mustard growing farmers in all five districts were reported of using machines in all activities/operations of farming. Farming based on tradition method like bullock is now a story of old times, even in those areas where irrigation is less available, they are using modern machines in cultivation. Nearly 45 percent farmers are using hybrid seeds and some 65 percent using both hybrid and indigenous seeds. The availability of quality (hybrid) seeds is reported to be the problem in all districts covered under the study. Often unscrupulous traders exploit farmers in more than one manner. Apart from charging high prices, many a time they mix the hybrid seed with local/indigenous varieties of seeds. Some farmers in Baran, Bharatpur and Alwar complained that due to such unscrupulous trading of seeds they have not been able to realise the higher yields. Despite the claims made by the rapeseed-mustard research centre of ICAR at Sewar, Bharatpur of taking their research and experience to farms, the cultivators of Weir and Nadbai blocks of Bharatpur have reported their ignorance about such claims. Moreover, the ‘Target 20’, the much published yield raising (to 20 tonnes per hectare for crop year 2005-06, from August to October 2005) programme, was not heard of by the farmers in that region of Bharatpur. This is astonishing that the government makes so much hullabaloo (hue & cry) of a particular programme through mass media, but it does not reach to the people for whom it is meant for and the end result is the same old story.

The use of modern fertilizers is on the rise in the state. The average consumption of chemical fertilizers has gone up to nearly 32 kg per hectare in the project area. Most of the farmers raising rapeseed-mustard are using more fertilizers and pesticides. Nearly 89 percent farmers use plant protection measures. Storage facilities, mostly owned, available to nearly 65 percent farmers growing rapeseed-mustard and groundnut. Most of the farmers reported non-availability of government warehouses: some farmers who reported availability have stated that government warehouses are very expensive and red tape and corruption is rampant which detract them from using such facility. About 96 percent farmers reported to have benefited from credit facilities: most credit (nearly 63 percent in case of rapeseed-mustard and 39 percent for groundnut) was made available through cooperative societies; the other sources of credit being the RRBs (36 percent), commercial banks (28 percent) etc.  Farmers are receiving credit from more than one institution. They obtain agricultural credit loans from cooperative societies, RRBs and commercial banks but at the same time local moneylender provide mostly non-agricultural, unproductive (for social/personal expenses) loans and thus local moneylenders is still very important source of credit for farmers in almost all villages under the study.

The regulated markets (Mandis) are becoming increasingly important method of marketing for the rural farmers in Rajasthan. More than 57 percent farmers are now going to Mandis to sell their produce. The government purchases (mainly through cooperative societies under NAFED) are limited and only 18 percent farmers who reported being benefited by this system and that too in Ganganagar district. About one fifth of farmers have to sell their produce immediately after harvest to the local trader because their retention power is extremely limited owing to the pressure of the moneylender to repay old debts and non-availability of storage facilities with them. Normally, farmers (43 percent) have to travel up to 10 km to reach to nearby Mandi. In some cases, especially in Baran, Sawai Madhopur district, the distance is more that 10 km. The mode of transport to the Mandi is normally tractor-trolley. The normal rent of tractor-trolley for less than 10 km is between Rs. 200-300 (US$4.34-6.5) but in case of Bharatpur it is Rs. 300-500 (US$4.5-10.8) per round. In Ganganagar, it is Rs. 10 (US$0.21) per quintal or Rs. 300-350 (US$4.34-7.5) per round. 

In regard to problems relating to marketing, especially at Mandis, the majority of the farmers reported that they have been cheated by the Mandi officials in more than one way. The have illegal/unwanted deductions in terms of weight loss, high commission charges, variety of cesses or taxes. They generally complaint of delay in payment and unnecessary deduction in the due payments. The behaviour of Mandi officials was reported to be very hostile and mischievous often leading to frequent quarrels at the Mandi sites. Farmers are very perturbed about non-availability of any facility to stay overnight at the Mandis in case they have to stay for selling their produce. Transportation of produce to Mandis is very costly which many a times force farmers, especially marginal/small farmers to sell their produce to local traders. Owing to these and other related problems of marketing the farmers in general prefer that government (through NAFED or any other organisation) should purchase their produce at their villages and cash payment be made henceforth. If given a choice of selling either to local trader or Mandi or government majority of farmers would like government intervention so as to avoid exploitation by local trader or Mandi officials. The present system of government purchases through cooperatives is not satisfactory to nearly 55 percent of village farmers. They want improvements in the system. Nearly 90 percent of farmers want government to announce the MSP well before they go for sowing of the crop. Majority of them are of the opinion that government purchases be made in their villages so that unnecessary and high transport costs are avoided and the purchases be made immediately after harvest so no storage would be required. They are also of the view that payment be made in cash at the spot (generally cooperatives payments take 1-3 months time in rural areas) so that they can be freed from the clutches of the moneylender.

The farmer’s reactions towards the liberalisation/globalisation of Indian agriculture, especially the WTO regimes are interesting to be documented. Several different questions were posed regarding the implications of WTO agreements on their economic well being, especially the impacts on their agricultural activities. Almost all farmers are ignorant about WTO and the AoA. But when informed that their yields rates are low and cost of production is high and these two factors will not sustain in the new trade regime, the imported oilseeds are much cheaper, all these questions/information suddenly put them in a quandary. In reply, they immediately asserted that if irrigation, electricity, seeds (even GM) fertilizers, pesticides and extension services, all are provided in right quantity and quality and on time, they will be able to withstand any pressure, whatsoever, coming from whatever regime (may be that of WTO or any other)! The field investigators were caught in surprise when they listened to such resounding replies. The confidence of relatively less literate and ignorant farmers was simply amazing. They have to improve capacity and capability to adjust to any situation provided the government is ready to perform its duty rather more effectively and efficiently. Yet another surprise, no farmer was interested in any government subsidy (not even free electricity or irrigation water). The farmers said that it is the pious duty of the government to provide quality services and inputs. They emphatically added that the government does only to enact laws with no attention towards their effective and efficient implementation and in process it becomes an agency of corrupt officials demanding money (bribe) for every petty service or provision of inputs. When asked if they would like to switch to any other crop in the event of non-profitable rapeseed-mustard or groundnut they readily agreed do so if so required (59 percent replied in Yes). In the past, they have switched over from one crop to another when the earlier crop became non-lucrative (as reported earlier from cereals to oilseeds and from rapeseed-mustard to soyabean). They replied (56 percent) to use even any hybrid seeds (GM) supplied by any multinational company (MNC) provided that seeds are cheaper and of better quality to raise their productivity.

The replies given by the farmers against the challenges posed by WTO may not confirm to what the ground realities that do stand at present as provided in the earlier section, however, if given the challenge, the Indian farmers (including those from Rajasthan) can dominate the show, as we have seen earlier in the first round of green revolution (1966-1974 period). This revives the hopes that the second round of green revolution may be around the corner which requires government, and not the farming community, to rise to the occasion and make sure the availability of quality inputs and services. Not enacting laws only, but performance will be the mantra for success in overcoming the challenges put forth by the WTO AoA.

Consumer Perception Survey 

The success of any economic policy depends ultimately on how people (the consumers) are affected and how they view the changes. If the policy change is related to their food consumption (the necessities) such as edible oil, which is an integral part of the consumption basket of every consumer, then the success of any policy change will largely depend upon their reactions/responses. Since dismantling the QRs on import of oilseeds and edible oils there emerged a greater competition between the domestic producers and the foreign ones and as a consequence prices of edible oils react very sharply and in the process prices do get reduced which benefit the consumers who are now able to buy edible oils by spending less. Edible oil have large number of substitutes and consumers’ preferences decide demand for a particular type/variety of oil, therefore, consumers perception to the edible oil scenario is worth analysing under the backdrop after coming into force the WTO AoA (since January 2005).

The consumption basket differs substantially between rural and urban consumers, but edible oil is a necessary item to both types of consumers. The preference for a particular edible oil differs greatly across rural and urban areas. Inhabitants of several regions of India have developed specific preference for certain oils largely depending upon the oils available in the region. For example, people in the South and West prefer groundnut oil while those in the East and North use mustard- seed/rapeseed oil. Likewise several pockets in the South have a preference for coconut and sesame oil. Inhabitants of Northern plain are basically hard fat consumers and therefore prefer Vanaspati, a term used to denote a partially hydrogenated edible oil mixture. Vanaspati has an important role in India’s edible oil economy. It has the ability to absorb a heterogeneous variety of oils, which do not generally find direct marketing opportunities because of consumers’ preference for traditional oil such as groundnut oil, mustard oil, sesame oil etc. For example, newer oils like soyabean, sunflower, rice bran and cottonseed and oils from tree and forest sources have found their way to the edible pool largely through Vanaspati route. Of late, things have changed. Through technological means such as refining, bleaching and de-odouraisation, all oils have been rendered practically colourless, odourless and tasteless and therefore, have become easily interchangeable in the kitchen. This modernisation process has resulted in adulteration and made edible oil highly lucrative for unscrupulous traders/businessman who with great ease mix low quality cheaper edible oil with high/good quality costly edible oil. For example, one kg of pure high quality mustard oil (Rs. 40 per kg [US$0.86]) can easily be mixed in a tin of 14 kg of palm oil (at Rs. 24-25 [US$0.52-0.54] per kg) and the trader is able to sell palm oil tin as mustard oil at Rs. 40-45 (US$0.86-0.97) per kg to the consumer, who would not be able to distinguish the difference and in the process get cheated by paying as much as 40-45 percent higher price than originally required and that too for an adulterated one1.  When this kind of corrupt and unscrupulous trade practice was explained to both rural and urban consumers, (no one was knowing it before) they were caught by surprise.

The urban and rural consumers were surveyed separately, the reason being the perceptions, marketing practices, choice of oils, price sensitivity, and the likes differ greatly between the two types of consumers. The farm households in rural areas, which were surveyed for rapeseed-mustard and groundnut, 50 percent of them were included in rural consumer survey and the rest 50 percent were non-farming households which were occupied as agricultural labourers, cottage industry workers, a government servants, traders etc. The occupational distribution of rural and urban consumers is shown in Table-5.4. 

Table-5.5: Occupational Distribution of Consumers

	District/City
	No. of  respondents
	Farmers
	Wage employment
	Business
	Service
	Others*

	Rural

	Alwar
	100
	9
	1
	21
	35
	34

	Baran
	90
	53
	11
	7
	15
	4

	Bharatpur
	100
	44
	3
	13
	30
	10

	Ganganagar
	100
	83
	2
	1
	9
	5

	Sawai Madhopur
	100
	61
	4
	5
	21
	9

	Bikaner
	70
	60
	2
	2
	3
	3

	Chittorgarh
	100
	29
	17
	11
	9
	34

	Jaipur
	100
	72
	5
	8
	10
	5

	Total
	760
	411
	45
	68
	132
	104

	Urban

	Jaipur
	100
	11
	5
	28
	35
	21

	Jodhpur
	100
	4
	23
	15
	28
	30

	Kota
	50
	--
	--
	14
	20
	16

	Bikaner
	50
	--
	--
	16
	30
	4

	Total
	30
	15
	28
	73
	113
	71

	Grand Total
	1060
	426
	73
	141
	245
	175


* Either no response or multiple activities
The consumers are well scattered in all the 80 villages (of 16 blocks) falling in all eight districts covered by the survey, while urban consumers were from four big cities, viz., Jaipur, Jodhpur, Bikaner and Kota, which are spread in all four direction of the state, and which gives a fairly representative character to the survey. Out of total of 760 rural consumers, 54 percent were cultivators, six percent wage earners, nine percent businessmen, 17 percent service and remaining 14 percent others. In urban cities, only five percent were farmers, nine percent wage earners, 24 percent businessmen, 38 percent service class and the remaining 24 percent others. In all, 1060 consumers (72 percent rural and 28 percent urban) were surveyed. Urban centre are overwhelmed by service class consumers while cultivators predominated rural areas, the care was taken to give fair representation to different categories of consumers. In Kota and Bikaner, urban survey cultivators and wage earners response was not proper and fair, therefore eliminated and thus blank appears in Table-4 in column 3 and 4 against them. Similarly, only 70 consumers in Bikaner rural could be surveyed.

Regarding educational level, 26 percent rural consumers were found to be illiterate, while 16 percent in urban areas were illiterate. About 30 percent consumers in rural areas have received education at the primary school level while it is 10 percent in urban areas. In cities, 52 percent consumers surveyed had college level education while 12 percent in rural area found in this category. Rural and urban taken together, 77 percent consumers were literate. In rural areas of the project districts, rapeseed-mustard oil is consumed mostly. About 82 percent rural consumers use mustard oil as their staple edible oil, followed by soyabean (29 percent) in rapeseed-mustard growing districts while groundnut oil is used by the 25 percent consumers in groundnut growing districts. In urban centres, 55 percent consumers used mustard oil, followed by soyabean (33 percent) and groundnut (23 percent). Of late, soyabean oil has replaced groundnut oil in most of the urban areas in the state. The monthly average household consumption of edible oil differs greatly in different villages of project districts. Nearly 12 percent very poor consumers buy less than are kg of oil per month in rural villages, while 20 percent consumers consume more than five kg per month, 68 percent consumers buy 3-5 kg of edible oil per month. In Urban area, very poor consumers buy less than one kg per month and their percentage is just seven, while 20 percent consumers buy more than five kg per month, thus remaining 73 percent consumers buy between three and five kg per month. The consumption (intake) of edible oils in rural and urban areas in project districts thus has a striking similarity. Consumers in rural areas buy oil mostly (78 percent) from village traders, while eight percent from local ghani by giving own produce for crushing. In rich blocks of Ganganagar, Alwar, Jaipur (Sanganer and Chaumu), rural consumers buy oil from bigger shops (like departmental stores), however, their percentage is negligible. In cities, 37 percent buy from departmental stores while 62 percent still buy from street/local trader and less than two percent buy from cooperative stores. The consumers of Jaipur, Jodhpur and Kota are increasingly buying edible oil from departmental stores, the trend of which is picking up fast in these cities as many shopping malls on western style are being opened up.

Most rural consumers (92 percent) buy edible oil in loose form, often in their own steel/aluminium pot. Only eight percent, mostly wealthy literate consumers in rural areas buy packed one, not for any other reason but considered cheaper buying bulk in a tin of 15 kg. Even among the urban consumers nearly one-third buys loose oil, albeit percentage of such consumers is falling. More than 60 percent urban consumers are now buying oil in packed form though 94 percent of them do not know about any legislation by the central government (1998) declaring selling of loose oils as illegal1 as a consequence of dropsy epidemic occurred in 1998, in Delhi. The Delhi High Court banned the sale of loose mustard oil in Delhi, thereafter, several other states (not Rajasthan) banned the sale of loose mustard oil. However, the implementation of this legislation is as tardy as any other legislation in the country. Though 59 percent in urban and 48 percent in rural areas knew about dropsy epidemic they continue to buy oil in loose form. Nearly 44 percent rural and equal percentage of urban buyers do not go for any branded oil product but the consumers who prefer a particular local brand (like Chetak, Bansi etc.), their percentage is less than 30. Amongst local branded/packed oils, Chambal is very popular, though in some rural areas, consumers buy national brands like Dhara and Fortune. Though there are many local brands available in cities, however, Fortune and Dhara brands are mostly preferred by urban consumers, who are not aware of expiry date of the edible oil they consume. Those who buy oil packed in tins or small boxes (steel/aluminium) from the departmental stores look at the expiry date before buying, however, it does not matter much in their actual purchase. Even in loose form and local loose oil, most consumers, from both rural (90 percent) and urban (96 percent), consider good quality oil that they are buying.

As regards, the choice of domestic vis-à-vis foreign (imported) oil, 47 percent rural and 60 percent urban consumers would prefer imported oil, if available cheaply. Nearly 51 percent rural and 40 percent urban consumers have a strong feeling of not buying imported oil even if it is cheaper. When asked reason for non-acceptance of imported oil, 51 percent of both rural and urban consumers were reported to have greater confidence in the quality of indigenous oil than the foreign one. Nearly 20 percent urban and 17 percent rural consumers revealed their doubts about the quality of imported oil. Very few consumers have reported their non- acceptance of foreign oil due to strong nationalistic feelings against foreign made oil or danger of closure of domestic firms on account of their unhealthy competition with foreign firms.

To the question relating to determinants of demand for edible oil, most rural consumers (60 percent) voiced that price is the main driving force in purchase of edible oil, followed by quality considerations (30 percent); and the other factors such as particular brand or a special type like ghani oil etc. In urban areas, price played the most dominant role (66 percent) followed by quality considerations (36 percent). Though majority of urbanites (2/3) opined price-cum-quality considerations in making their choice for a particular oil. To test whether consumers have a strong preference for a particular oil (like mustard or groundnut etc.), a question was asked about substitution of present oil by any other oil, 61 percent in urban and 40 percent in rural areas replied in affirmative. In reply to a question whether consumers would go for it when MNCs supply edible oil at cheaper rate with good quality, nearly 66 percent rural and 74 percent urban consumers said yes. This answer further corroborates that price-cum-quality considerations are more important for consumers rather than to question who supplied it.

The replies to the questions relating to opening up of edible oil trade to import-export both rural and urban consumers were not afraid of any kind of threat to country’s economy. Cheaper (with quality ensured) imports be allowed but at the same time a variety of measures were suggested to protect domestic firms to make them capable of withstanding international pressure of competition, which inter-alia, include: subsidy be given to domestic firms (16 percent); technological assistance from government (10 percent); raising scale of operation of domestic firm (seven percent); reduction in taxation on domestic firms (seven percent) etc. Adulteration/contamination and mixing is a well recognised problem in edible oils and the survey both in rural and urban households also reveals this aspect very clearly. What should be done to ensure quality/purity of indigenous oils? In reply to this question, consumers from both rural and urban areas were of firm opinion that strict regulation and enforcement of quality control and standards be maintained and strict penal/legal actions should taken against defaulters. Towards achieving these objectives, both food and civil supplies department and Medical & Health (Drug Supervision and Control) department should be adequately equipped to enforce quality controls and standards.

Regarding protecting the consumer rights, 35 percent from rural and 55 percent from urban areas were of the view that consumers themselves have to be alert to safeguard their own rights, 15 percent demanded banning/not buying voluntarily loose oil, while 12 percent required proactive action by the government in enforcing strict controls and standards. About 27 percent wanted more consumer forums, including formation of CSOs/NGOs for mass consumer awareness.

Regarding awareness about WTO AoA, even in urban areas 68 percent consumers and 80 percent rural consumers did not hear about such developments though they have welcomed opening up of trade of edible oil and competition of domestic firms with foreign firms, even with giant MNCs. Similarly, they have opined strict price and quality controls and strict enforcement of quality controls and standards, however, majority of consumers (both rural and urban) do not have any knowledge about SPS measures.

So far consumer rights and awareness is concerned, newspapers play the most dominant role. Mouth publicity is the most powerful means of propagation of consumer rights. When asked about lodging a complaint against any act of adulteration, only  seven percent made reply in yes. Majority of consumers (82 percent) were of the opinion that there is no point in doing so as police would do nothing because policy has hand in glove with such adulterators.

Chapter-6

Summary, Conclusions and Recommendations

India attracted over 15 percent of global vegetable oil imports in 2002-03, making it the worlds leading importer, ahead of the EU and China. Imports represented about 55 percent of India’s edible oil consumption and about half the value of its total agricultural imports. With more than a billion consumers – with a pattern of sustained economic growth – imports are likely to remain an important source of supply for India’s growing edible oil consumption. Its actual level of imports though will continue to be influenced by important trade policy changes adopted in the mid-1990s, as well as other policies that have contributed to inadequate domestic oilseed production and an inefficient processing sector. Reflecting the importance of policy developments, India’s ascendance from a relatively small importer of edible oils in the mid-1990s to the world’s leading net importer since 1998 was quite rapid. Currently, India accounts for seven percent of world’s oilseed output, seven percent of world’s oil meal production, six percent of world oil meal export, six percent of world vegoil production, 14 percent of world’s vegoil import; and 10 percent of world’s edible oil consumption. With steady growth in population and personal income, Indian per capita consumption of edible oil has been growing steadily. However, oilseeds output and in turn, vegetable oil production have been trailing consumption growth, necessitating imports to meet supply shortfall. In the late 1980s and early 1990s, India pursued self- sufficiency in vegetable oil production, but trade policy reforms in the mid 1990s, followed by declining domestic oilseed production, fuelled the resurgence of imports. As a result, total vegetable oil imports – mostly palm and soyabean oils – rose from an annual average of about 0.3 million tonnes in 1988-89 to 1993-94 to 5.2 million tonnes in 1998-99 to 2002-2003.

Indian vegetable oil economy is world’s fourth largest after US, China and Brazil. Oilseed cultivation is undertaken across the country in two seasons, in about 26 million hectares, mainly on marginal lands, fully dependent on monsoon rains (un-irrigated) and with low levels of input usage. Yields are rather low at less than one tonne per hectare. Indian oilseed sector accounts for domestic turnover of Rs.60,000 crore (US$12.5bn) while export-import trade is worth Rs.13000 crore (US$3bn) per annum. Three oilseeds: groundnut, soyabean and rapeseed-mustard together account for over 80 percent of aggregate cultivated oilseed output. Cottonseed, copra, and other oil-bearing material too contribute to domestic vegetable oil pool. Indian vegetable oil industry comprises over 15000 oil mills, 600 solvent extraction units, 650 refining units and 250 Vanaspati (hydrogenated oil) units, employing directly and indirectly over one million people across the country operating between 30-50 percent capacity. 

Trade liberalisation affecting Indian agriculture began in early 1990s with the progressive reduction or removal of trade restrictions of various types. The process accelerated from the late 1990s, especially after the decision of DSB of the WTO in 1999 declaring use of QRs unnecessary under the guise of BoP difficulty (which was no longer severe any more). The QRs on imports and export restrictions on groundnut oil, agricultural seeds etc., were all removed from April 2000. Almost all agricultural products are now allowed to be freely exported as per current trade policy. The removal of QRs has been associated with reduction of import tariffs except in certain cases (such as soyabean) where the tariff levels have reached the bound levels. In any case, the optimism surrounding the signing of the Uruguay Round agreement was such that for a range of important agricultural commodities, including oilseeds, India had declared zero rates of tariff binding. After world trade prices of various crops started crashing from 1996 onwards, the GoI was forced to renegotiate the bound tariff levels for as many as 15 agricultural items. 

As Table-6.1 shows, tariff rates for most agricultural commodities were low or zero in the early 1990s, largely because QRs on imports rendered tariffs irrelevant, and also because world prices were substantially higher than Indian prices over that period. Subsequently, and especially after 2000, tariff rates have generally been coming down, and (except in the case of soyabean) have been significantly below the bound tariffs.1 What is possibly even more significant, however, is that tariff rates have been relatively stable despite tremendous volatility in world trade prices, so that Indian agriculturalists effectively had to deal with all the volatility of world prices.

Table-6.1: Import Tariff Rates for Selected Agricultural Commodities

(Percentages)

	Item
	1991-92
	1995-96
	1999-00
	2000-01
	2001-02
	2002-03
	Bound Tariff

	Non Basmati Rice
	0
	0
	0
	92
	77
	70-80
	70-80

	Wheat
	0
	0
	50
	108
	100
	50
	100

	Maize
	0
	0
	0
	60
	50
	50
	70

	Pulses
	10
	10
	5
	5
	5
	10
	104

	Oilseeds
	55
	50
	35
	35
	35
	-
	100

	Soyabean oil
	45
	30
	18
	45
	38
	45
	45

	Groundnut
	45
	35
	18
	35
	35
	75
	300

	RBD Palm oil
	--
	--
	--
	75
	75
	65
	300

	Refined Palm oil
	--
	--
	--
	100
	85
	75-85
	300

	Cotton
	35
	50
	40
	25
	35
	5
	--

	Sugar
	35
	0
	40
	100
	60
	60
	150


Source: As given in Footnote-1
The implications of such movements in actual tariff levels and bound tariffs are quite obvious, as Jayati Ghosh states, “………this meant that even as the uncertainties related to international price movements became more directly significant for farmers, progressive trade liberalisation and tariff reduction in these commodities made their market relations more problematic. Government policy did not adjust in ways that would make the transition easier or less volatile even in price terms. Thus, there are no evidence of any coordination between domestic price policy and the policies regarding external trade and tariffs. For example, an automatic and transparent policy of variable tariffs on both agricultural imports and exports linked to the deviations of spot international prices from their long-run desired domestic trends, would have been extremely useful at least in protecting farmers from sudden surges of low-price imports, and consumers from export price surges. Such a policy would prevent delayed reactions to international price changes, which allow unnecessarily large private imports. It would, therefore, have allowed for some degree of price stability for both producers and consumers, which is important especially in dominantly rural economics like that of India”. 

The performance of any sector must be seen in the light of goals set for that sector. The main objective of the Indian agricultural policy, till the end of 1970s was to achieve self-sufficiency in food-grains. Up to the middle of 1960s, no positive policy for agricultural commodities was in place and till such time, growth of output of both cereals and oilseeds were comparable; however the growth in output in both these crops were mainly coming from area expansion. In the post green revolution period, i.e. 1966 to 1980, the HYV of wheat and rice supported by use of yield raising inputs and a policy of assured market clearance at remunerative prices, which enhanced the pay off from these cereals relative to technologically lagging oilseeds and pulses. The irrigated and fertile lands got diverted to what paddy and oilseeds-pulses were pushed to marginal land (SS Acharya, 1993, pp.332). Thus, the post green revolution period show a clear and perceptible change of policy in favour of wheat rice, thus marketing choice between reduction in the imports of cereals and that of edible oils. It was indeed more rational for the country at that time to have increased the production of cereals rather than encouraging the production of oilseeds in the areas where higher yields of cereals could be obtained.

The interaction of price policy and technology, which was a success story for what and rice in the 1970s, saw a replication in oilseeds during the 1980s. The government brought out policy changes in favour of oilseeds, which were responsible for area expansion as well as yield enhancements of oilseed crops throughout the 1980s. The growth rate of production of oilseeds during 1981-82 to 1991-92 at 5.83 percent per annum was considerably higher than that of cereals or wheat and rice during the green revolution period. Apart from the impressive growth of production of oilseeds, there are some qualitative improvements, which included:2 (i) the contribution of improvement in yield per hectare to the growth of production has been substantial and the rate of growth of yield of mustard during the 1980s was more than that of rice and wheat during the 1970s or 1980s; (ii) the share of Rabi oilseeds including mustard whose production is subject to relatively lower fluctuations in the total oilseeds production has improved; (iii) substantial contribution in the incremental output has come from those states  which do not have a comparative advantage in the production of cereals; (iv) the cost of production of mustard for those states which contributed the maximum in the incremental output of oilseeds has not increased in real terms during the last decade; and (v) the edible oil mix changed in favour of those oils whose cost of production is relatively lower.

There is now a live debate over the changes in the cropping pattern that have taken place in the country in last two decade or so and which have gone in favour of non cereal crops giving rise to deceleration in the growth of cereal output, a concern relating to the country’s food security as well. The expansion in area under oilseeds has occurred mainly through the increase in the cropped area as also through displacement of low yielding coarse cereals. At this juncture, it is pertinent to see whether the country is able to maintain self-sufficiency both in cereals and oilseeds, which would critically be dependent on the acceleration in the rate of growth of productivity of both these groups of crops. If this does not happen, a choice would have to be again made between self-sufficiency in cereals and that in oilseeds. While making such a choice, the relative prices of edible oils and cereals in the international market would have to be kept in view.

There are some serious challenges on the foreign trade front particularly the import front. In regard to cereals, when international prices drastically decrease, imports to India can become quite attractive thus causing an abrupt fall in domestic price. If such shocks are transmitted to farm level prices, they would destabilise both the crop pattern and supply. Such volatility would cause uncertainty in crop income and may result in a cobweb-like situation (Ramesh Chand and D Jha, 2001, pp.106). The vast majority of Indian farmers are either small or marginal; therefore do not have the resources or the capability to jump from one kind of crop pattern to another kind year after year. The cost of making such shifts in terms of crop specific farm investments, arranging seeds and other inputs and production and marketing skills would be prohibitive for such farmers. Since under WTO obligations such temporary shocks cannot be checked through QRs, there is a need to be alert so as to impose appropriate tariffs to regulate unwanted imports.

In the same vein, it is argued that international prices of edible oils are considerably lower than domestic prices. Even when moderate tariffs are imposed on imports of edible oils, the level of the international price of these oils is making it difficult for domestic producers to compete. Some analysts attribute this difference to the inefficiency of official agencies that alone, until recently, were allowed to import oil. However, it may be mentioned that CIF import prices were found to be invariably higher even when private traders imported these oils. Ramesh Chand and D Jha further state (2001, pp.107) that during the last 10-15 years, the government implemented several programmes and schemes, which were aimed at raising the output of edible oils and also to attain self-sufficiency in such oils. Farmers have responded positively to various incentives brought about by these programmes and there has been a significant increase in the output of edible oils, which has resulted from an expansion in oilseeds area and yield.

The growth in oilseeds crops has largely occurred in agriculturally backward areas where the green revolution could not have had much impact and where there was not much potential for other alternatives. The new trade regime involving the removal of physical restrictions on imports has posed serious challenges to these oilseeds growing areas. The import tariff on products such as edible oils thus needs to be carefully monitored and maintained at reasonable levels, as these commodities are generally produced by resource-poor dry land farmers (like Rajasthan). One reason for domestic prices being considerably higher than international prices seems to be the high level of subsidies given to producers in oil exporting countries of Europe. Though some input subsidies are given to producers in India, input subsidies given for oilseeds are very small. According to a study by Ramesh Chand (1999), oilseeds production in India receives less than one fourth of the input subsidy for rice. Until the level of farm subsidies in exporting countries is brought down to relatively comparable standards (EU promised at 6th Ministerial of WTO at Hong Kong in December 2005 to eliminate all farm export subsidies by 2013, a distant future!) India should impose a moderate tariff on the import of edible oils. There is also a need to look into the R&D aspect of reducing cost of production of oilseeds in the long run.

Conclusions
The Indian vegetable oil complex is at the crossroads and facing several challenges, which inter-alia, include the following:

(i) On Raw Material Front 

Far from showing a robust growth, oilseeds output is fluctuating alarmingly: yield rates are low; and farm-gate prices are depressed under pressure from low priced imported oils. In the absence of yield increase, oilseed cultivation is becoming increasingly un-remunerative and unattractive. Low yields mean high cost of oilseeds production per unit area; oilseed quality issues are not adequately addressed (e.g. aflatoxin in groundnut and cottonseed glucosinolate in rapeseed-mustard); insufficient exploitation of non-traditional sources of oil (rice-bran, cottonseed, tree-borne oilseeds ).

(ii) On Processing Front
There has been a mismatch between (low) raw material production and (high) processing capacity leading to a situation of ‘too much capacity chasing too few raw material (oilseeds)’. Some of causes include: fragmentation of capacities; poor scale economies; large idle capacity; high cost of a raw material and processing renders product – oils and meals – uncompetitive; and effects of export prospects. Low priced imported oils eat into already fragile trade margins on domestic oils. Processing industry, especially oil milling and solvent extraction suffers from pervasive sickness. Rampant prevalence of traditional tiny ghanis in the rural areas is yet another problem.

(iii) Marketing and Consumption 

It includes: low per capita consumption of edible oils (10.5 kg) but rising gradually; extreme skew in consumption among sections of population - top 10 percent consume 20 kg per capita and bottom 30 percent consumers less than 5 kg per capita needs correction; strong regional preference for ‘first press’ (ghanis, for example) oil with natural flavour for example, mustard, groundnut, coconut oils; inadequate quality control and quality assurance mechanism leading to adulteration; antiquated food laws and poor implementation; low depth and liquidity in future markets; erosion of self reliance in edible oils and rising dependence on imports – currently imports constitute 45 percent of consumption which is going to rise further as demand drivers firmly set in i.e., population growth, per capita income growth etc;  no remunerative prices available to oilseed farmers, sell mostly to traders and thus exploited; a large chain of intermediaries between farmers and miller depresses farm gate prices and increases price to the consumer; marketing Mandis are inefficient; inadequate and lack scientific attitude, behaviour of Mandi officials highly reprehensible; high transport cost due to poor roads and high fuel cost; multiplicity of taxes including Mandi tax; and the government procurement through cooperative, such as those by NAFED highly inadequate, inefficient and corrupt, are some of the characteristics of Indian vegetable oil complex.

(iv) Supply Side Scenario  

Given the complexities of Indian situation, supply estimation is tricky. Supply forecast has to take into account several variables, including domestic oilseeds output (which itself is subject to impact of a host of factors), government policies relating to imports, tariffs and local taxes, health of the domestic processing industry, international prices and exchange rate of rupee, among others. Nearly 80 percent of India’s domestic oil output comes from the primary source that is nine cultivated oilseeds and two major oil bearing material (cottonseed and copra). The secondary sources comprises of solvent extracted oils, rice-bran oil, oils from minor and tree borne oilseeds, local oil palm etc.

India’s domestic vegetable oil production is a function essentially of domestic oilseeds output. India’s oilseeds output shows wide variation year on year and crop on crop. In 1998-99, production reached at 24.8 million tonnes, which reduced to lowest of the decade at 15.1 million tonnes in 2002-03. However, with good monsoon in 2003-04, crop output jumped to record level of 25.1 million tonnes. An additional output of oilseeds of one million tonnes will yield approximately 300,000 tonnes of oil (assuming unchanged product mix), well below the incremental requirement of 500,000 to 600,000 tonnes.  In other words, incremental oilseeds output of one million tonnes (possible under normal weather conditions) will meet just about 50 percent of additional edible oil requirement. The shortfall has necessarily to be met through additional imports. If India desires to freeze edible oil imports at the current level, an additional indigenous production of oilseeds to the tune of 1.5 to 2.0 million tonnes would be required annually, a prospect not generally perceived as bright, under normal conditions. India’s domestic consumption of edible oil will grow by 0.5 to 0.6 million tonnes, domestic production will expand by just 0.3 million tonnes, leading to import growth of 0.25 to 0.30 million tonnes per year over the next 5-10 years time frame (barring exception of good year) if no serious efforts are made to raise domestic output India will, in the foreseeable future, continue to impact global vegetable oil market because of its burgeoning import requirement and its perceived inability to raise indigenous production in the short run. Thus, there is an urgent need for stepping up R&D and extension services to translate bio technological gains into reality. Transgenic varieties in oilseed is the result of biotechnology intervention. There is now a second wave of GMO developments, with oilseeds varieties delivering specific product traits for end users, beginning to appear. For instance, a soyabean variety is now available with a lower saturated fat content and a higher oxidation resistance. Similarly, a rapeseed variety has been developed with a lauric acid content of 40 percent. The traditional variety has no lauric acid content. These difficult varieties like earlier varieties of high erucic acid rapeseed serve different end uses and therefore require full identity preserved production and marketing system, a requirement that met resistance on cost ground in the first wave of biotech products. These new marketing developments are leading to restructuring in the biotechnology industry just as differentiated marketing networks have been developed to deliver new products and seed to farmers new marketing networks are evolving to deliver differentiated final product to end users.

(v) Policy Imperatives and Implications
Over the last two decades or so, India has doubled oilseed production demonstrating in rain-fed areas where agricultural growth had been lagging behind in farmers’ capacity to respond to favourable price incentives and market opportunities by rapidly adopting new crop technologies. These achievements are noteworthy, but to maintain them will require the government both Central and States to establish a price and market environment in the oilseed conducive to sustained technological change (World Bank Study 1997, pp.41), as rightly notes:

“The scope for further improvements in oilseed production is large, notably in terms of yields, and oil and protein contents which remain below international standards. Yield improvements and increases in the oil and protein content of seeds will be particularly crucial for oilseeds to compete more effectively with other crops for the use of scarce resources such as land and labour, and other critical inputs such a fertilizer, electric power, and irrigation water, whose prices are likely to go up to better reflect their true economic costs. This competition for farm-level resources and inputs between oilseeds and other crops is likely to intensify in the future because of the agricultural policy changes, which are underway. Oilseed crops are less protected now than they were before, and the relative prices of crops such as rice and wheat should improve as export liberalisation takes hold or in the case of horticultural crops and cotton because of the phase-out of the Multi-Fibre Agreement (MFA), as demand increases significantly to satisfy rapidly expanding domestic and foreign markets”.

(vi) Policy Reforms

Before embarking upon any suggestive policy reforms, the World Bank study (1997, pp.44) reported what makes a ‘win-win’ strategy for oilseed complex for India would be useful to be discussed which may set the policy prescriptions in the right direction. Potentials gains of the reforms would be quite substantial. Table-2 describes the possible economy-wide gains in oilseed complex arising out of improved marketing and processing performance. Based on plausible assumptions of higher oilseeds prices (resulting from all efficiency gains passed on to farmers) and 20 percent tariff (consistent with India’s commitment to WTO and also in line of Chelliah Committee recommendations) improved marketing and processing performance, made possible through removal of various domestic restrictions could bring substantial economic benefits, of as much as 30 percent higher farm gate oilseeds prices, and much higher at 57 percent for rapeseed-mustard. 

Table-6.2:  Potential Producer Price Gains-Alternative Scenarios of Improved Marketing & Processing Performance

Expressed in US$/tonnne (and as a percent of producer prices implied by 20 percent import tariff on oils) Average 1990-1995

	
	Technical Efficiency
	Economic Efficiency
	Improved Meal Realisation
	Full Marketing & Processing Performance

	
	1
	2
	3
	4

	Groundnut
	31

(11%)
	19

(7%)
	19

(7%)
	69

(25%)

	Rapeseed
	25

(12%)
	19

(10%)
	48

(25%)
	112

(57%)

	Soyabean
	9

(4%)
	15

(5%)
	30

(13%)
	54

(22%)

	Sunflower
	46

(21%)
	19

(9%)
	52

(14%)
	117

(44%)

	Average of Four Oilseeds
	25

(10%)
	18

(7.5%)
	31

(14%)
	74

(31.5%)


Source: World Bank
The study divides the marketing and processing gains into three broad categories which would help improve oilseeds economy: technical efficiency (i.e., capacity of oil industry to raise its oil recovery ratio to international standards by way of less fragmented processing, improved processing technology and marketing of seeds) that would bring gains equal to 10 percent (and for rapeseed-mustard to 12 percent); economic efficiency  (i.e., reduction in oilseeds processing costs through higher utilisation rates and scale economics but without simultaneously raising oil recovery ratios and the quality of meals) will rise to 7.5 percent overall gains (10 percent for rapeseed-mustard); and improved meal realisation (i.e., raising meal quality and reduced transport and port handling costs) could bring in gains equal to 14 percent overall (and 25 percent for rapeseed-mustard).

These gains, if realised, would improve economic condition of oilseeds complex substantially, however, it all depends on how fast and to what extent policy reforms is required, removing all kinds of restrictions/obstacles on demand and supply sides for both oilseeds and vegetable oils, and that can be brought about and implemented in the right earnest.

Measures to Protect the Interest of State’s Stakeholders Engaged in Oil Seeds and Edible Oils with Special Reference to Mustard-Rapeseed and Soyabean
 Steps required to be taken by the State Government to promote production of oilseed

1. Purchase Tax on oil seed used for manufacture levied @ two percent should be abolished/reduced;

2. Agricultural Mandi tax levied @ 1.6 percent should be abolished/made rational.

3. Millers should be permitted to buy their requirement directly from the farmers, which will be beneficial to the farmers, as they will get better price of their production and evasion of tax will also be curtailed;

4. To promote cultivation of oilseed, government should give some incentive to oil seed producers;

5. Entry tax should be levied by State Government on all imported oils to match the price with indigenous oils;

6. The variation in price of various oil is also promoting adulteration that can be reduced if price difference is not much;

7. Promotion of direct marketing and contract farming arrangements particularly for mustard and soyabean so that the processors are able to get the produce as required for marketing;

8. Both Central and State Government are providing a variety of financial assistance to various Agri Export related activities, which includes assistance for training and extension, R&D, quality up-gradation and infrastructure and marketing support, which need to be dovetailed and extended to promote Agri Export in a coordinated manner GoI /Agricultural and Processed Food Products Exports Development Authority (APEDA) may provide support in following areas: -

a) Provision of sufficient funds for development of Mandis as per requirement of Agri Export Zones (AEZs) – Funds need to be provided for upgrading the Mandis selected in AEZs. 

b) Funds needs to be provided on priority for development of roads under Prime Minister’s Rural Road Development Programme (PMRRDP) in the identified Agro Export clusters.

c) For quality and export competitiveness, GoI (Ministry of Food & Processing) should provide funds for establishment of testing laboratories to meet out the SPS measures.

d) There should be greater provision of financial assistance for establishment of AEZs and in meeting out the requirement of Market Information System.

e) There is need for uniform taxation policy of Agriculture commodities and proper incentives be provided to the exporters and entrepreneurs engaged in value addition and Agro Processing in the AEZs. 

f) Government of India may provide funds for extension support and farmers training in the AEZs to be created for mustard and soyabean crop.

9. Harmonising and standardising the taxation of oilseeds and their products, at a rate consistent with processing margins, such as replacing the sales taxes with an excise tax;

10. Decentralising the financial and management authority of regulated markets; 

11. Developing grading facilities, facilities for the bulk transportation and handling of oilseeds in markets which should lead to the promotion of quality incentives in payment schedules by seed purchasers;

12. Disseminating price information;

13. Establishing the policy framework necessary to promote private investment in market, storage, transport, and port infrastructure;

14. Improving monitoring and enforcement capacity of feed safety institutions;

15. Strengthening and directing pollution controls and enforcement towards the better treatment of effluents and the reduction of hexane losses in oilseed processing;

16. Developing grading facilities for the bulk transportation and handling of oilseeds in markets which should lead to the promotion of qualities incentives in payment schedules by seed purchasers; and

17. Raising consumers’ awareness about health and quality concerns and oilseed processors appreciation of appropriate technologies and labelling

Steps required to be taken by Government of India

1. GoI can ban or restrict the import of palm oil. This oil is being imported in crude form to save higher custom duty levied on refined palm oil. The disproportionate tariff value on CPO has resulted in multiple distortions in the market, imbalance in the prices of palm oil and other oils and thereby loss of economic efficiency. Therefore, the custom duty on CPO needs to be increased;

2. Exempt oilseed and its derivates from Sales Tax like rice bran oil;

3. Increase palm plantation and popularising the usage of edible rice bran oil;

4. To stop excess import of oils, particularly CPO, GoI should levy safeguard duty provisions and if required review it from four percent to more, to protect domestic market;

5. A committee should be formed by taking members from the Government and the industry to review the demand and supply of edible oil from time to time and fix the custom duty structure to avoid unnecessary import;

Suggesting the Strategy for Developing Database Related to Oil Seeds and Edible Oils with Special Reference to Mustard and Soyabean

1. Standards to ensure the authenticity of edible oils and fats.

2. Codex standards to combat fraud.

3. To know the international standards for vegetable oils are evolving and have a valuable international accepted database, which apart from being useful for assessment of product quality, is vital for verifying oil authenticity.

4. A cell should be establishment in the Agriculture Marketing Board which keeps records of the various prevailing prices of oilseeds world over and should have its own website so that the processor or exporter can have access to the availability of oils in the state. This website should also include the names of traders/big farmers and quantity and quality of produce available with them its rate etc.

5. Environmental conditions in international trade and standards in developing countries.

That second set of actions would modernise domestic trade and processing industry by:

· Removing the oilseed completed from the scope of the Essential Commodities (EC) Act; 

· Removing the oilseed complex permanently from the scope of the RBI’s Selective Credit Control Policy and promoting the use of warehouse receipts; 

· Lifting the SSI Reservation from its application to crushing equipment, groundnut, rapeseed-mustard seed and safflower expelling;

· Allowing forward and futures trading (hedge contracts) in oilseeds and its derived products, promoting the establishment, in coordination with the private sector, of standard quality norms and contracts, and improving contract arbitration procedures;

· Harmonising and standardising the taxation of oilseeds and their products, at a rate consistent with processing margins, such as replacing the sales taxes with an excise tax;

· Establishing an agricultural price-and-trade surveillance unit;

· Establishing the policy framework necessary to promote private investment in market, storage, transport, and port infrastructure;

· Improving port infrastructure, in collaboration with the private sector;

· Tightening national food safety standards;

· Improving monitoring and enforcement capacity of food safety institutions; 

· Strengthening and directing pollution controls and enforcement towards the better treatment of effluents and the reduction of hexane losses in oilseed processing;

· Raising consumers’ awareness about health and quality concerns and oilseed processors’ appreciation of appropriate technologies and labeling;

· Tightening and modernising national food safety standards on edible standards on edible and hydrogenated oils. Jointly with respected university laboratories and representatives from the processing industry, the agencies involved should prepare an up-to-date assessment of health hazard resulting from the consumption of edible oils – raw refined or hydrogenated – as the basis of a revised joint regulation;

· Updating the labelling of edible oils. For example, all refined edible oils could be labelled in similar ways whether manufactured from solvent extraction oil or not and there is no reason to forbid the Vanaspati industry to use particular edible crude oils, such as mustard seed expeller oil, and the application of food safety regulations could be adapted to permit the continued used pf pungent mustard oil as a premium niche market for small scale expellers notably in the North East;

· Improving the enforcement of food laws by concentrating on the conformity of products with respect to food safety standards and labeling regulations - instead of meeting administrative standards with respect to processes and enforcement would initially (1-2 years) be accompanied by training, and information about processing and post harvest technology to meet standards and labelling regulations by processors, as well as by food safety information campaigns (and services e.g. testing) to consumers, and this initial phase would be followed by strict imposition of financial and legal penalties – e.g. fines and/or removal of the right to produce and/or distribute;

· Protecting IPRs under the WTO of seed companies will be an essential complement to the above policies, since it will be an essential complement to the above policies, and it will greatly facilitate and accelerate improvements in the genetic material of seeds available locally, for example, seed varieties that meet the health requirements of other countries, such as the double-zero low erucic acid/low glucosinolates varieties of rapeseed, need to be promoted in India;

· Removing the physical and financial constraints to the storage and movement of oilseed and its derived products is a pre-condition to the viable establishment of forward and futures markets;

· Re-introducing support price policy at a level that does not “‘crowed-out’ the private, including cooperative sector in managing price risks. The GoI should limit its interventions to providing ‘safety net’ prices to oilseed growers with the view to prevent producer prices from going below a floor, while leaving sufficient price volatility in the market to be covered through risk management techniques. Truncating the price distribution at too high a level would shift all the burden of price stabilisation onto the government at tremendous financial costs;

· Hedging foreign exchange in conjunction with oilseed processing and trading activities such as vegetable and edible-oil imports, and oilseed meals exports should be permitted; 

· Evidence on the current marketing performance in the oilseed complex suggests that groundnut oil and rapeseed oil futures contracts complemented with corresponding oilseeds and oilseeds meals futures contacts in a few regional exchange are likely to be successful. Groundnut and rapeseed-mustard seed futures contracts would stand a greater chance of success than soyabean contacts which are likely to try to compete with the Chicago Board of Trade contacts; and

· Ensuring the role of cooperatives in providing risk intermediation services to their members.

Conclusion 
It is important keep in mind (as noted by SS Acharya & DP Choudhari, 2001, pp.678) that the gains from trade in agricultural commodities are directly proportional to the per capita income at the state level. The state with higher per capita income gains more and vice-versa. Huge imports of edible oil at very low duties have negatively affected some poorer states more. In a country with very large inter-regional diversity in levels of living, sum total of positive gains alone cannot be the criteria to make policy choices. There is a greater need for caution lest it may further widen the inter-regional disparities.

As regards Rajasthan, the survey quite clearly reveals that farmers at large are keen to continue with oilseeds crops, particularly rapeseed and mustard with enhanced yields through easy and timely availability of requisite inputs. Farmers did not show any distinct choice of government subsidy rather they would like market forces allowed to work efficiently so as to have a demand supply equilibrium ensuring reasonable prices both for their purchases of inputs and also for their sale of produce. The crushers/processors were highly critical of government policy of opening up trade, especially cheap imports of palm oil, which is being mixed easily with any edible oil, thus creating problems for marketing of their produce. Consumers on the other hand, as always the case, interested only in obtaining pure and good quality edible oils at reasonable prices whether domestically produced or imported. 

In brief, the oilseeds, complex requires very delicate and efficient handling of various tricky issues related to it by the government. A comprehensive, well-knit, coordinated and farsighted strategy is required for efficient and transparent oilseeds complex.
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Appendix-3.1: India’s Share in World Production of Oilseeds

	Oilseeds
	04/05F
	03/04P
	02/03
	01/02
	00/01
	99/00
	98/99
	97/98
	96/97
	95/96

	World
	214.50
	186.44
	196.45
	184.69
	175.26
	160.20
	160.59
	158.46
	131.91
	124.92

	India
	6.35
	7.10
	4.30
	5.35
	5.01
	5.16
	5.30
	5.15
	4.03
	4.35

	Percentage
	2.96
	3.81
	2.19
	2.90
	2.86
	3.22
	3.30
	3.25
	3.05
	3.48

	World
	38.21
	35.51
	33.47
	37.06
	34.02
	33.07
	32.87
	34.52
	34.52
	35.70

	India
	5.30
	5.66
	4.65
	5.37
	4.80
	5.30
	5.42
	5.15
	5.89
	5.34

	Percentage
	13.87
	15.94
	13.89
	14.49
	14.11
	15.73
	16.49
	14.92
	17.06
	14.96

	World
	23.70
	23.41
	21.58
	24.00
	22.94
	21.27
	21.99
	20.10
	21.06
	20.40

	India
	4.60
	4.95
	3.30
	4.90
	4.10
	3.68
	5.40
	5.16
	5.90
	5.25

	Percentage
	19.41
	21.14
	15.29
	20.42
	17.87
	17.30
	24.56
	25.67
	28.02
	25.74

	World 
	25.36
	26.32
	23.76
	21.65
	23.14
	26.85
	27.43
	23.45
	24.41
	26.04

	India
	1.40
	1.16
	1.06
	0.87
	0.73
	0.80
	0.94
	0.89
	1.32
	1.32

	Percentage
	5.52
	4.41
	4.46
	4.02
	3.15
	2.98
	3.44
	3.80
	5.39
	5.08

	World
	40.95
	38.76
	32.86
	36.66
	37.53
	42.56
	36.13
	33.11
	31.00
	34.59

	India
	5.40
	6.50
	3.70
	4.85
	3.75
	5.10
	5.00
	4.65
	6.30
	6.07

	Percentage
	13.19
	16.77
	11.26
	13.23
	9.99
	11.98
	13.84
	14.04
	20.32
	17.55

	World
	3.20
	3.12
	3.01
	3.19
	2.86
	2.71
	2.63
	2.67
	2.83
	2.55

	India
	0.77
	0.80
	0.62
	0.72
	0.61
	0.56
	0.58
	0.63
	0.67
	0.55

	Percentage
	24.06
	25.64
	20.60
	22.57
	21.33
	20.66
	22.05
	23.60
	23.78
	21.61

	World
	8.15
	7.73
	7.47
	6.75
	6.60
	6.14
	5.80
	4.85
	5.05
	4.75

	India 
	
	
	
	
	
	
	
	
	
	

	Percentage
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	World
	5.14
	5.03
	5.28
	4.98
	5.67
	5.25
	3.87
	5.08
	5.36
	4.67

	India 
	
	
	
	0.72
	0.71
	0.70
	0.72
	0.74
	0.72
	0.67

	Percentage
	0.00
	0.00
	0.00
	14.46
	12.52
	13.33
	18.55
	14.47
	13.43
	14.30

	World
	2.36
	2.22
	2.09
	2.16
	2.36
	2.87
	2.83
	2.37
	2.37
	2.54

	India 
	0.23
	0.23
	0.20
	0.24
	0.24
	0.29
	0.27
	0.28
	0.32
	0.31

	Percentage
	9.75
	10.36
	9.57
	11.11
	10.17
	10.07
	9.36
	11.60
	13.46
	12.13

	World
	1.21
	1.08
	0.96
	1.03
	1.35
	1.26
	1.17
	1.19
	1.13
	1.22

	India 
	0.74
	0.67
	0.55
	0.60
	0.87
	0.91
	0.84
	0.80
	0.77
	0.93

	Percentage
	61.16
	62.04
	57.29
	58.25
	64.22
	72.22
	71.79
	67.23
	68.14
	76.23

	World
	362.78
	329.62
	326.93
	322.17
	311.73
	302.81
	295.31
	285.80
	259.64
	257.38

	India
	25.51
	27.78
	19.08
	23.62
	20.82
	22.50
	24.47
	23.44
	25.92
	24.79

	Percentage
	7.03
	8.43
	5.84
	7.33
	6.68
	7.43
	8.29
	8.20
	9.98
	9.63


Source: Oilseeds situation: A statistical compendium, 2005, Directorate of Oilseeds Research (ICAR), Hyderabad.

Appendix-3.2: All India Area, Production and Yield of Nine Oilseeds from

1950-51 to 2002-03 Alongwith Percentage Coverage Under Irrigation
Area – Million Hectares

Production – Million Tonnes

Yield – Kg/Hectare

	Year
	Area
	Production
	Yield
	% Coverage under Irrigation

	1
	2
	3
	4
	5

	1950-51
	10.73
	5.16
	481
	NA

	1951-52
	11.69
	5.03
	430
	NA

	1952-53
	11.18
	4.73
	424
	0.8

	1953-54
	10.99
	5.37
	488
	1.0

	1954-55
	12.52
	6.40
	511
	1.1

	1955-56
	12.09
	5.73
	474
	2.4

	1956-57
	12.49
	6.36
	509
	2.7

	1957-58
	12.66
	6.35
	509
	2.7

	1958-59
	13.00
	7.30
	561
	3.2

	1959-60
	13.95
	6.56
	470
	3.1

	1960-61
	13.77
	6.98
	507
	3.3

	1961-62
	14.77
	7.28
	493
	3.6

	1962-63
	15.34
	7.39
	493
	3.3

	1963-64
	14.82
	7.13
	481
	3.7

	1964-65
	15.26
	8.56
	561
	3.4

	1965-66
	15.25
	6.40
	419
	3.7

	1966-67
	15.00
	6.43
	428
	5.1

	1967-68
	15.67
	8.30
	530
	5.0

	1968-69
	14.47
	6.85
	473
	4.8

	1969-70
	14.81
	7.73
	522
	6.1

	1970-71
	16.64
	9.63
	579
	7.4

	1971-72
	17.27
	9.08
	526
	7.7

	1972-73
	15.79
	7.14
	452
	7.2

	1973-74
	16.90
	9.39
	555
	8.8

	1974-75
	17.31
	9.15
	529
	9.2

	1975-76
	16.92
	10.61
	627
	7.9

	1976-77
	16.47
	8.43
	512
	7.6

	1977-78
	17.17
	9.66
	563
	10.4

	1978-79
	17.71
	10.10
	570
	11.0

	1979-80
	16.94
	8.74
	516
	12.6

	1980-81
	17.60
	9.37
	532
	14.5

	1981-82
	18.91
	12.08
	639
	15.4

	1982-83
	17.76
	10.00
	563
	15.6

	1983-84
	18.69
	12.69
	679
	17.0

	1984-85
	18.92
	12.95
	684
	19.6

	1985-86
	19.02
	10.83
	570
	17.3

	1986-87
	18.63
	11.27
	605
	17.9

	1987-88
	20.13
	12.65
	629
	20.6

	1988-89
	21.90
	18.03
	824
	22.3

	1989-90
	22.80
	16.92
	742
	22.1

	1990-91
	24.15
	18.61
	771
	22.9

	1991-92
	25.89
	18.60
	719
	25.5

	1992-93
	25.24
	20.11
	797
	24.1

	1993-94
	26.90
	21.50
	799
	22.8

	1994-95
	25.30
	21.34
	843
	25.0

	1995-96
	25.96
	22.11
	851
	26.0

	1996-97
	26.34
	24.38
	926
	26.3

	1997-98
	26.12
	21.32
	816
	24.3

	1998-99
	26.23
	24.75
	944
	23.2

	1999-2000
	24.28
	20.72
	853
	25.2

	2000-01
	22.77
	18.44
	810
	NA

	2001-02
	22.78
	20.80
	913
	NA

	2002-03*
	21.50
	15.75
	733
	NA


* Advance estimates as on 01.07.2003

Note:- Data for 1950-51 to 1969-70 relate to total of five major oilseeds viz. groundnut, castorseed, sesame, rapeseed & mustard and linseed.

Source: Same as Appendix-1.

Appendix-3.3:  All India Area, Production and Yield of Groundnut from
1950-51 to 2002-03 Alongwith Percentage Coverage Under Irrigation
Area – Million Hectares

Production – Million Tonnes

Yield – Kg/Hectare

	Year
	Area
	Production
	Yield
	% Coverage under Irrigation

	1950-51
	4.49
	3.48
	775
	NA

	1951-52
	4.92
	3.19
	649
	NA

	1952-53
	4.80
	2.93
	611
	1.2

	1953-54
	4.25
	3.45
	811
	1.5

	1954-55
	5.54
	4.25
	766
	1.7

	1955-56
	5.13
	3.86
	752
	1.7

	1956-57
	5.53
	4.37
	783
	1.8

	1957-58
	6.42
	4.71
	734
	2.9

	1958-59
	6.25
	5.18
	828
	2.5

	1959-60
	6.44
	4.56
	708
	2.5

	1960-61
	6.46
	4.81
	745
	3.0

	1961-62
	6.89
	4.99
	725
	3.4

	1962-63
	7.28
	5.06
	695
	2.6

	1963-64
	6.89
	5.30
	769
	3.0

	1964-65
	7.38
	6.00
	814
	2.9

	1965-66
	7.70
	4.26
	554
	3.4

	1966-67
	7.30
	4.41
	604
	4.8

	1967-68
	7.55
	5.73
	759
	5.4

	1968-69
	7.09
	4.63
	653
	5.1

	1969-70
	7.13
	5.13
	720
	5.8

	1970-71
	7.33
	6.11
	834
	7.5

	1971-72
	7.51
	6.18
	823
	7.3

	1972-73
	6.99
	4.09
	585
	6.6

	1973-74
	7.02
	5.93
	845
	9.1

	1974-75
	7.06
	5.11
	724
	8.2

	1975-76
	7.22
	6.76
	935
	6.9

	1976-77
	7.04
	5.26
	747
	5.9

	1977-78
	7.03
	6.09
	866
	8.1

	1978-79
	7.43
	6.21
	835
	9.6

	1979-80
	7.17
	5.77
	805
	12.1

	1980-81
	6.80
	5.01
	736
	13.3

	1981-82
	7.43
	7.22
	972
	14.2

	1982-83
	7.22
	5.28
	732
	14.8

	1983-84
	7.54
	7.09
	940
	16.0

	1984-85
	7.17
	6.44
	898
	16.1

	1985-86
	7.12
	5.12
	719
	14.8

	1986-87
	6.98
	5.88
	841
	15.1

	1987-88
	6.84
	5.85
	855
	19.0

	1988-89
	8.53
	9.66
	1132
	18.6

	1989-90
	8.71
	8.10
	930
	17.0

	1990-91
	8.31
	7.51
	904
	18.6

	1991-92
	8.67
	7.09
	818
	19.1

	1992-93
	8.17
	8.56
	1049
	19.7

	1993-94
	8.32
	7.83
	941
	19.4

	1994-95
	7.85
	8.06
	1027
	19.9

	1995-96
	7.52
	7.58
	1007
	18.1

	1996-97
	7.60
	8.64
	1138
	17.9

	1997-98
	7.09
	7.37
	1040
	19.5

	1998-99
	7.40
	8.98
	1214
	19.4

	1999-2000
	6.87
	5.26
	766
	19.0

	2000-01
	6.56
	6.41
	977
	NA

	2001-02
	6.40
	7.21
	1125
	NA

	2002-03*
	6.41
	5.11
	798
	NA


*Advance estimates as on 01.07.2003.

Source: Same as Appendix-1.

Appendix-3.4:  All India Area, Production and Yield of Rapeseed & Mustard

From 1950-51 to 2002-03 Alongwith Percentage Coverage Under

Irrigation
Area – Million Hectares

Production _ Million Tonnes

Yield – Kg./Hectare

	Year
	Area
	Production
	Yield
	% Coverage under Irrigation

	1
	2
	3
	4
	5

	1950-51
	2.07
	0.76
	368
	NA

	1951-52
	2.40
	0.94
	393
	NA

	1952-53
	2.11
	0.86
	408
	NA

	1953-54
	2.24
	0.87
	389
	NA

	1954-55
	2.44
	1.04
	425
	NA

	1955-56
	2.56
	0.86
	336
	10.4

	1956-57
	2.54
	1.04
	411
	13.5

	1957-58
	2.41
	0.93
	387
	13.0

	1958-59
	2.45
	1.04
	426
	13.0

	1959-60
	2.91
	1.06
	365
	12.3

	1960-61
	2.88
	1.35
	467
	12.1

	1961-62
	3.17
	1.35
	425
	13.2

	1962-63
	3.13
	1.30
	417
	13.3

	1963-64
	3.05
	0.92
	300
	16.1

	1964-65
	2.91
	1.47
	507
	15.2

	1965-66
	2.91
	1.30
	446
	15.8

	1966-67
	3.01
	1.23
	408
	20.3

	1967-68
	3.24
	1.57
	483
	14.8

	1968-69
	2.87
	1.35
	469
	18.4

	1969-70
	3.17
	1.56
	493
	23.5

	1970-71
	3.32
	1.98
	594
	25.2

	1971-72
	3.61
	1.43
	396
	28.6

	1972-73
	3.32
	1.81
	545
	26.7

	1973-74
	3.46
	1.70
	493
	30.4

	1974-75
	3.68
	2.25
	612
	35.4

	1975-76
	3.34
	1.94
	580
	31.2

	1976-77
	3.13
	1.55
	496
	34.4

	1977-78
	3.58
	1.65
	460
	39.7

	1978-79
	3.54
	1.86
	525
	39.7

	1979-80
	3.47
	1.43
	411
	41.9

	1980-81
	4.11
	2.30
	560
	43.7

	1981-82
	4.40
	2.38
	541
	44.9

	1982-83
	3.83
	2.21
	577
	44.0

	1983-84
	3.87
	2.61
	673
	46.6

	1984-85
	3.99
	3.07
	771
	53.3

	1985-86
	3.98
	2.68
	674
	51.3

	1986-87
	3.72
	2.60
	700
	51.8

	1987-88
	4.62
	3.45
	748
	54.7

	1988-89
	4.83
	4.38
	906
	60.0

	1989-90
	4.97
	4.13
	831
	61.6

	1990-91
	5.78
	5.23
	904
	59.8

	1991-92
	6.55
	5.86
	895
	63.9

	1992-93
	6.19
	4.80
	776
	60.0

	1993-94
	6.29
	5.33
	847
	59.4

	1994-95
	6.01
	5.76
	958
	62.4

	1995-96
	6.55
	6.00
	916
	65.8

	1996-97
	6.55
	6.66
	1017
	69.1

	1997-98
	7.04
	4.70
	668
	60.0

	1998-99
	6.51
	5.66
	870
	58.3

	1999-2000
	6.03
	5.79
	960
	63.2

	2000-01
	4.48
	4.19
	935
	NA

	2001-02
	5.05
	5.04
	999
	NA

	2002-03*
	4.40
	3.97
	902
	NA


* Advance estimates as on 01.07.2003.

Source: Same as Appendix-1.
Appendix-3.5: All India Area, Production and Yield of Soyabean
From 1970-71 to 2002-03 Alongwith Percentage Coverage Under

Irrigation

Area – Million Hectares

Production _ Million Tonnes

Yield – Kg./Hectare

	Year
	Area
	Production
	Yield
	% Coverage under Irrigation

	1
	2
	3
	4
	5

	1970-71
	0.03
	0.01
	426
	NA

	1971-72
	0.03
	0.01
	426
	NA

	1972-73
	0.03
	0.03
	819
	NA

	1973-74
	0.05
	0.04
	829
	NA

	1974-75
	0.07
	0.05
	768
	NA

	1975-76
	0.09
	0.09
	975
	NA

	1976-77
	0.13
	0.12
	988
	NA

	1977-78
	0.20
	0.18
	940
	NA

	1978-79
	0.31
	0.30
	975
	NA

	1979-80
	0.50
	0.28
	568
	NA

	1980-81
	0.61
	0.44
	728
	NA

	1981-82
	0.48
	0.35
	741
	NA

	1982-83
	0.77
	0.49
	637
	NA

	1983-84
	0.84
	0.61
	735
	NA

	1984-85
	1.24
	0.95
	768
	NA

	1985-86
	1.34
	1.02
	764
	NA

	1986-87
	1.53
	0.89
	584
	NA

	1987-88
	1.54
	0.90
	582
	NA

	1988-89
	1.73
	1.55
	892
	NA

	1989-90
	2.25
	1.81
	801
	NA

	1990-91
	2.56
	2.60
	1015
	NA

	1991-92
	3.18
	2.49
	782
	NA

	1992-93
	3.79
	3.39
	894
	2.6

	1993-94
	4.37
	4.75
	1086
	2.5

	1994-95
	4.32
	3.93
	911
	2.9

	1995-96
	5.04
	5.10
	1012
	3.7

	1996-97
	5.45
	5.38
	987
	2.7

	1997-98
	5.99
	6.46
	1079
	2.6

	1998-99
	6.49
	7.14
	1100
	2.5

	1999-2000
	6.22
	7.08
	1138
	1.6

	2000-01
	6.42
	5.28
	822
	NA

	2001-02
	6.22
	5.86
	941
	NA

	2002-03*
	5.87
	4.52
	770
	NA


* Advance estimates as on 01.07.2003. 

Source: Same as Appendix-1.
Appendix-3.6: Compound Growth Rates of Area, Production and Yield of Oilseed Crops during 1980-90, 1990-2000 and 2000-04 (base year: TE 1981-82=100)

	Crops
	Period
	Area
	Production
	Yield

	Groundnut
	I

II

III
	1.67

-2.31

-2.95
	3.76

-1.25

3.16
	2.06

1.08

6.34

	Rapeseed Mustard
	I

II

III
	1.95

0.71

2.55
	7.28

0.78

7.61
	5.22

0.07

4.93

	Soyabean
	I

II

III
	17.1

10.23

-0.4
	17.96

13.06

9.69
	0.73

2.56

10.11

	Nine oilseeds
	I

II

III
	2.47

0.17

0.23
	5.36

1.42

6.41
	2.49

1.42

5.95


Source: Oilseed situation: A statistical compendium 2005, Directorate of oilseeds Research (ICAR) Hyderabad, 2005, p.365 Table 17.3

Note: Period I stands for 1980-81 to 1989-90, Period II for 1990-91 to 1999-2000 and Period III for 2000-01 to 2003-04
Appendix-3.7: Major Oilseeds Producing States in India

                                                                                                                                                          Area--Million Hectares

                Production-Million Tonnes

Yield Kg. / Hectare

	2003-04
	2002-03

	State
	Area
	%of  Total Area
	Production
	% of Total Production
	Yield
	State
	Area
	%of  Total Area
	Production
	%of Total Production
	Yield

	1
	2
	3
	4
	5
	6
	1
	2
	3
	4
	5
	6

	Madhya Pradesh
	5.27
	22.23
	5.6
	22.08
	1060
	Madhya Pradesh
	4.80
	22.6
	2.99
	19.86
	623



	Andhra Pradesh
	2.54
	10.73
	1.61
	6.38
	634
	Andhra Pradesh
	2.31
	10.88
	1.25
	8.30
	544

	Maharashtra
	2.80
	11.84
	2.95
	11.67
	1052
	Maharashtra
	2.46
	11.60
	2.32
	15.41
	945

	Rajasthan
	3.22
	13.60
	3.99
	15.80
	1239
	Rajasthan
	2.44
	11.50
	1.75
	11.62
	716

	Gujrat
	2.98
	12.57
	5.66
	22.40
	1901
	Gujrat
	2.79
	13.14
	1.68
	11.16
	603

	Tamil Nadu
	0.74
	3.12
	0.99
	3.95
	1350
	Tamil Nadu
	0.63
	3.0
	1.02
	6.77
	1611

	Karnataka
	2.25
	9.52
	1.04
	4.10
	460
	Karnataka
	2.00
	9.42
	1.11
	7.37
	555

	Uttar Pradesh
	1.14
	4.81
	0.93
	3.67
	814
	Uttar Pradesh
	1.14
	5.37
	0.87
	5078
	760

	Haryana
	0.64
	2.70
	0.99
	3.91
	1547
	Haryana
	0.62
	2.92
	0.70
	4.65
	1138

	West Bengal
	0.68
	2.88
	0.65
	2.57
	952
	West Bengal
	0.56
	2.64
	0.47
	3.12
	837

	Assam
	0.30
	1.26
	0.15
	0.62
	524
	Assam
	0.29
	1.36
	0.14
	0.93
	500

	Bihar
	0.14
	0.62
	0.12
	0.50
	842
	Bihar
	0.15
	0.70
	0.10
	0.66
	705

	Orissa
	0.30
	1.28
	0.15
	0.62
	515
	Orissa
	0.26
	1.22
	0.11
	0.73
	427

	Punjab
	0.08
	0.37
	0.10
	0.40
	1167
	Punjab
	0.10
	0.47
	0.09
	0.60
	897

	Others
	0.57
	2.42
	0.32
	1.30
	@
	Others
	0.60
	2.82
	0.38
	2.52
	@

	All India
	23.70
	100
	25.29
	100
	1067
	All India
	21.22
	100
	15.05
	100
	710


@ Since Area / Production is low yield rate is not worked out.

Source: Same as Appendix-1

Appendix-3.8: Three Largest Producing State of Oilseeds Crops during 2003-2004
                                       




Production: Million Tonnes

	Crops
	States
	Production
	% share of production to all India

	1
	2
	3
	4

	Oilseeds

	Groundnut
	Gujrat
	4.43
	53.18

	
	Tamil Nadu
	1.20
	13.43

	
	Andhra Pradesh
	0.98
	11.77

	Rapeseed & Mustard
	Rajasthan
	2.69
	46.19

	
	Uttar Pradesh
	0.53
	9.12

	
	Haryana
	0.96
	15.41

	Soyabean
	Madhya Pradesh
	4.71
	59.96

	
	Maharashtra
	2.22
	28.25

	
	Rajasthan
	0.69
	8.80

	Sunflower
	Karnataka
	0.42
	38.86

	
	Maharashtra
	0.12
	11.63

	
	Andhrapradesh
	0.41
	37.38

	Total Oilseeds
	Madhya Pradesh
	5.60
	22.22

	
	Gujarat
	5.59
	22.08

	 
	Rajasthan
	3.95
	15.71


Source: Directorate of Economics & Statistics, Govt. of India
Appendix-3.9: State Wise Area, Production And Yield Of Groundnut

Area-Million Hectares

Production-Million Tonnes

Yield Kg. / Hectare

	2003-04
	2002-03

	State
	Area
	% of  Total Area
	Production
	% of Total Production
	Yield
	Area
	% of  Total Area
	Production
	% of Total Production
	Yield

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11

	Andhra Pradesh
	1.49
	24.89
	0.99
	12.05
	660
	1.46
	24.53
	0.82
	18.80
	558

	Tamil Nadu
	0.59
	9.86
	0.92
	1.22
	1552
	0.54
	9.07
	0.97
	22.24
	1784

	Karnataka
	0.82
	13.70
	0.48
	5.85
	583
	0.84
	14.11
	0.54
	12.38
	648

	Gujrat
	2.00
	33.40
	4.48
	54.72
	2235
	2.03
	34.11
	1.09
	25.00
	539

	Maharashtra
	0.39
	6.50
	0.45
	5.53
	1162
	0.42
	7.05
	0.43
	9.86
	1041

	Madhya

Pradesh
	0.22
	3.67
	0.25
	3.12
	1158
	0.19
	3.19
	0.12
	2.75
	635

	Rajasthan
	0.21
	3.52
	0.33
	4.04
	1566
	0.24
	4.03
	0.16
	3.67
	687

	Uttar Pradesh
	0.09
	1.55
	0.06
	0.72
	637
	0.07
	1.17
	0.05
	1.14
	662

	Orissa
	0.07
	1.28
	0.09
	1.14
	1207
	0.05
	0.84
	0.05
	1.15
	870

	Others
	0.09
	1.60
	0.13
	1.58
	@
	0.08
	1.34
	0.10
	2.30
	@

	All India
	5.99
	100
	8.18
	100
	1364
	5.95
	100
	4.36
	100
	733


@Since Area / Production is low yield is not worked out.

Source: oilseeds situation: A Statistical compendium 2005 Published by Directorate of oilseed Research, (ICAR) Hyderabad.
Appendix-3.10: State Wise Area, Production And Yield Of Rapeseed And Mustard
Area -Million Hectares

Production-Million Tonnes

Yield Kg. / Hectare

	2003-04
	2002-03

	State
	Area
	% of  Total Area
	Produc-tion
	% of Total Production
	Yield
	Area
	% of  Total Area
	Produc-tion
	% of Total Production
	Yield

	1
	2
	3
	4
	5
	7
	8
	9
	10
	11
	12

	Rajasthan
	2.14
	39.76
	2.74
	44.21
	1279
	1.51
	33.40
	1.31
	33.50
	868

	Uttar Pradesh
	0.75
	14.50
	0.78
	12.70
	1008
	0.85
	18.80
	0.76
	19.43
	895

	Haryana
	0.61
	11.40
	0.96
	15.44
	1559
	0.06
	13.27
	0.69
	17.64
	1147

	West Bengal
	0.45
	8.40
	0.42
	6.76
	928
	0.40
	8.84
	0.33
	8.43
	805

	Madhya Pradesh
	0.47
	8.86
	0.48
	7.76
	1007
	0.31
	6.85
	0.21
	5.37
	687

	Gujrat
	0.27
	5.00
	0.39
	6.38
	1469
	0.16
	3.54
	0.17
	4.34
	1072

	Assam
	0.26
	4.90
	0.14
	2.23
	524
	0.26
	5.75
	0.13
	3.32
	497

	Bihar
	0.09
	1.74
	0.08
	1.26
	830
	0.09
	2.00
	0.06
	1.53
	642

	Punjab
	0.05
	0.97
	0.06
	1.00
	1192
	0.06
	1.32
	0.06
	1.53
	909

	Others
	0.24
	4.47
	0.14
	2.25
	@
	0.25
	5.53
	0.18
	4.60
	@

	All India
	5.38
	100
	6.19
	100
	1151
	4.52
	100
	3.91
	100
	866


@Since Area / Production is low yield is not worked out.

Source: oilseeds situation: A Statistical compendium 2005 Published by Directorate of oilseed Research, (ICAR)

Hyderabad.
Appendix-3.11: State Wise Area, Production And Yield Of Soyabean
Area – million/hectare

Production – million tonnes

                             Yield – kg/hectares 

	2003-04
	2002-03

	State
	Area
	%of  Total Area
	Produ-ction
	% of Total Production
	Yield
	Area
	%of  Total Area
	Produ-ction
	% of Total Production
	Yield

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11

	Madhya Pradesh
	4.16
	64.11
	4.71
	60
	1136
	3.95
	67.4
	2.57
	56.3
	652

	Maharashtra
	1.59
	24.45
	2.22
	28.22
	1396
	1.25
	21.33
	1.57
	34.4
	1255

	Rajasthan
	0.49
	7.60
	0.69
	8.79
	1400
	0.47
	8.0
	0.24
	5.26
	501

	Karnataka
	0.09
	1.44
	0.05
	0.63
	532
	0.06
	1.02
	0.05
	1.09
	862

	Andhra Pradesh
	0.07
	1.04
	0.10
	1.36
	1574
	0.04
	0.68
	0.04
	0.87
	1015

	Others
	0.09
	1.33
	0.09
	1.10
	@
	0.08
	1.36
	0.08
	1.75
	@

	All India
	6.49
	100
	7.86
	100
	100
	5.86
	100
	4.56
	100
	777


@Since Area / Production is low yield is not worked out

Source: oilseeds situation: A Statistical compendium 2005 Published by Directorate of oilseed Research, (ICAR) Hyderabad.
Appendix-3.12: Minimum Support Price/Procurement Price for Crops (Crop year Basis)

	Commodities
	1990-91
	1994-95
	1995-96
	1996-97
	1997-98
	1998-99
	1999-00
	2000 -01
	2001 -02
	2002 -03
	SDR

Price2002-03
	2003 -04
	2004-05
	2005-06

	Paddy (Procurement Price)
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Common
	205
	340
	360
	380
	415
	440
	490
	510
	530
	530
	20
	550
	560
	

	
	Fine
	215
	360
	375
	395
	-
	-
	-
	-
	-
	-
	-
	-
	-
	

	
	Super Fine
	225
	380
	395
	415
	-
	-
	-
	-
	-
	-
	-
	-
	-
	

	
	Grade ‘A’
	-
	-
	-
	-
	445
	470
	520
	540
	560
	560
	20
	580
	590
	

	Wheat (Procurement Price)
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Coarse Cereals (Jowar, Bajra & Ragi)
	180
	280
	300
	310
	360
	390
	415
	445
	485
	485
	5
	505
	515
	

	Maize
	
	180
	290
	310
	320
	360
	390
	415
	445
	485
	485
	5
	505
	525
	

	Barley
	
	200
	275
	285
	305
	350
	385
	430
	500
	500
	500
	5
	525
	540
	550

	Gram
	
	450
	670
	700
	740
	805
	895
	1015
	1100
	1200
	1220
	5
	1400
	1425
	1435

	Arhar
	
	480
	760
	800
	840
	900
	960
	1105
	1200
	1320
	1320
	5
	1360
	1390
	

	Moong
	
	480
	760
	800
	840
	900
	960
	1105
	1200
	1320
	1330
	5
	1370
	1410
	

	Urad
	
	480
	760
	800
	840
	900
	960
	1105
	1200
	1320
	1330
	5
	1370
	1410
	

	Sugarcane (Statutory Minimum Price) @
	23
	39.10
	42.50
	45.90
	48.45
	52.70
	56.10
	59.50
	62.05
	69.50
	5
	73
	74.5
	

	Cotton
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	F-414/H-777
	620
	1000
	1150
	1180
	1330
	1440
	1575
	1625
	1675
	1675
	20
	1725
	1760
	

	
	H-4
	750
	1200
	1350
	1380
	1530
	1650
	1775
	1825
	1875
	1875
	20
	1925
	1960
	

	
	Groundnut
	580
	860
	900
	920
	980
	1040
	1155
	1220
	1340
	1355
	20
	1400
	1500
	1520

	Rapeseed/Mustard
	810
	830
	860
	890
	940
	1000
	1100
	1200
	1300
	1330
	10
	1600
	1700
	1715

	Sunflower
	600
	900
	950
	960
	1000
	1060
	1155
	1170
	1185
	1195
	15
	1250
	1340
	1500

	Soybean

Black
	350
	570
	600
	620
	670
	705
	755
	775
	795
	795
	10
	840
	900
	900

	Yellow
	400
	650
	680
	700
	750
	795
	845
	865
	885
	885
	10
	930
	1000
	1010

	Sunflower
	760
	780
	800
	830
	910
	990
	1100
	1200
	1300
	1300
	5
	1500
	1550
	1565

	Toria
	780
	800
	825
	855
	905
	965
	1065
	1165
	1265
	-
	-
	-
	-
	

	Tobacco (Per Kg.)

VFC-2(Black Soil)
	13.25
	18.5
	19.0
	19.00
	20.5
	22.5
	25.0
	26.00
	27.00
	28
	-
	31
	34
	

	L-2 (Light Soil)
	14.25
	21.0
	21.5
	22.00
	23.5
	25.5
	27.0
	28.00
	29.00
	30
	-
	33
	36
	

	Copra (Milling)
	1600
	2350
	2500
	2500
	2700
	2900
	3100
	3250
	3300
	3300
	-
	3320
	3500
	

	Copra Balls
	-
	-2575
	2725
	2725
	2925
	3125
	3325
	3500
	3550
	3550
	-
	3570
	3750
	

	Sesamum
	-
	-
	850
	870
	950
	1060
	1205
	1300
	1400
	1450
	5
	1485
	1500
	1550

	Niger Seed
	-
	-
	720
	720
	800
	850
	915
	1025
	1100
	1120
	-
	1155
	1180
	1200


Source: Indian Economic Survey 2004-05; The Central Organisation of Oil Industry & Trade and The Soybean Processors Association of India, Souvenir-2005 P: S-5 & 6. Table-4. 

Appendix-3.13: Current Productivity Levels and Comparative Gross Returns per Hectare

	Crop
	Yield Qtl/ha
	MSP Rs/qtl
	Gross return at MSP Rs/ha

	1. Wheat (Haryana, Punjab) 
	40-45
	620
	24800-27900

	2. Rice (A.P., Punjab)
	28-34
	860
	24080-29240

	3. Groundnut (AP, TN)

    Karnataka

    Gujarat
	10-17

8

4
	1340

1340

1340
	13400-22780

10720

5360

	4. Mustard Rajasthan,U.P., M.P,         

    Haryana
	9-10

14
	1200

1200
	10800-12000

16800

	5. Soyabean (M.P., Rajasthan)

    Maharashtra
	10-11

14
	885

885
	8850-9735

12390

	6. Copra (Karnataka,Kerala)
	8
	3300
	26400

	7. Palm Oil (Malaysia)
	40-60 (cpo)*
	$300-400 (fob)
	58000-78000 (fob)


Source: Economic Survey 2002-03, GOI, p.176 Table 8.27

Appendix-3.14: Estimated Production of Vegetable Oils in India

(Thousand Tonnes)

	Vegetable Oil
	1996-97
	1997-98
	1998-99
	1999-2000
	2000-01
	2001-02
	2002-03
	2003-04

	I. Edible Oils

	Groundnut Oil
	1989
	1697
	2067
	1210
	1475
	1464
	1003
	1917

	Mustard Oil
	2037
	1439
	1733
	1770
	1542
	1542
	1215
	1808

	Sesamum Oil
	199
	177
	167
	149
	227
	227
	133
	253

	Safflower
	89
	24
	47
	51
	45
	45
	48
	39

	Nigerseed Oil
	32
	30
	30
	31
	27
	27
	36
	33

	Soyabean Oil
	484
	582
	643
	637
	527
	527
	730
	1257

	Sunflower
	450
	319
	340
	350
	262
	262
	300
	358

	Cotton Seed Oil
	505
	397
	412
	407
	358
	358
	430
	430

	Coconut Oil
	386
	376
	441
	448
	NA
	NA
	550
	550

	Sub Total

(Edible Oils)
	6171
	5041
	5880
	4953
	4616
	4452
	4445
	6645

	II. Non Edible Oils

	Linseed Oil
	90
	69
	77
	70
	59
	66
	51
	54

	Castor Oil
	314
	289
	293
	267
	308
	227
	172
	322

	Sub Total (Non Edible Oils)
	404
	358
	370
	337
	367
	293
	223
	376

	Total Vegetable Oils
	6575
	5399
	6250
	5290
	4983
	4745
	4668
	7021


Source: Oilseeds by Ministry of agriculture and net availability of Edible Oils by Directorate Of Vanaspati & Vegetable Oils
*Oil year is November

Notes: 1. Firm estimates of production of oils are not available. However, working estimates are prepared on the basis of certain assumption with regards to        the utilisation of oilseeds for different purpose. (i.e. seed, feed, west etc.)

2.Estimates of production of oils have been worked out from the production of oilseeds only.
Appendix-3.15: Per Capita Availability of Edible Oil

and Vanaspati of Consumption

	Year
	Edible Oil # @ (Kg.)
	Vanaspati # (Kg.)

	1955-56
	2.5
	0.7

	1960-61
	3.2
	0.8

	1961-62
	3.2
	0.7

	1962-63
	3.1
	0.8

	1963-64
	2.7
	0.8

	1964-65
	3.6
	0.8

	1965-66
	2.7
	0.8

	1966-67
	2.7
	0.7

	1967-68
	3.4
	0.8

	1968-69
	2.6
	0.9

	1969-70
	3.0
	0.9

	1970-71
	3.5
	1.0

	1971-72
	3.0
	1.1

	1972-73
	2.4
	1.0

	1973-74
	3.4
	0.8

	1974-75
	3.3
	0.6

	1975-76
	3.5
	0.8

	1976-77
	3.2
	0.9

	1977-78
	3.8
	0.9

	1978-79
	3.8
	1.0

	1979-80
	3.7
	1.0

	1980-81
	3.8
	1.2

	1981-82
	5.1
	1.3

	1982-83
	4.5
	1.3

	1983-84
	5.8
	1.2

	1984-85
	5.5
	1.3

	1985-86
	5.0
	1.3

	1986-87
	5.0
	1.2

	1987-88
	5.8
	1.2

	1988-89
	5.3
	1.2

	1989-90
	5.3
	1.1

	1990-91
	5.5
	1.0

	1991-92
	5.4
	1.0

	1992-93
	5.8
	1.0

	1993-94
	6.1
	1.0

	1994-95
	6.3
	1.0

	1995-96
	7.0
	1.0

	1996-97
	8.0
	1.0

	1997-98
	6.2
	1.0

	1998-99
	8.5
	1.3

	1999-2000
	9.0
	1.4

	2000-01
	8.2
	1.3

	2001-02
	8.8
	1.4

	2002-03
	7.2
	1.4

	2003-04(P)
	N.A.
	N.A.


P Provisional # Relates to Financial Year

@ Includes Groundnut Oil, Rapeseed and Mustard Oil, Sesame Oil, 

Soyabean Oil and Sunflower Oil but includes Oil for Manufacture of Vanaspati
Source: Indian Economic Survey 2004-2005
Appendix-3.16: Statewise Solvent Extraction Units & Processing

Capacity As On August 18, 2004
	STATE
	No. Of Solvent Extraction Units
	PROCESSING CAPACITY

	
	
	Overall Oilseeds/Oilcake Processing Capacity
	Rice Bran Processing Capacity within Overall Oilseeds/Oilcake Processing Capacity

	
	
	Daily
	Annual (300 days) M.T.
	Daily
	Annual (300 days) M.T.

	Andhra Pradesh
	43
	8,790
	2,637,000
	6,835
	220,50,500

	Assam
	1
	150
	45,000
	110
	33,000

	Gujrat
	42
	10,235
	30,70,500
	1,530
	4,59,000

	Haryana
	11
	1,175
	3,52,500
	905
	2,71,500

	Karnataka
	31
	4,335
	13,00,500
	2,110
	6,33,000

	Kerala
	6
	735
	2,20,500
	470
	1,41,000

	Madhya Pradesh
	31
	16,325
	48,97,500
	260
	78,000

	Chhatisgarh
	13
	1,995
	5,86,500
	1,535
	4,60,500

	Maharashtra
	40
	9,000
	27,00,000
	1,350
	4,05,000

	Orissa
	4
	380
	84,000
	300
	90,000

	Punjab
	18
	2,490
	7,47,000
	2,050
	6,15,000

	Rajasthan
	15
	3,810
	11,43,000
	500
	1,50,000

	Tamil Nadu
	17
	2,805
	8,41,500
	1,955
	5,86,500

	Uttar Pradesh
	20
	3,785
	11,35,500
	3,047
	9,14,100

	Uttaranchal
	7
	975
	2,92,500
	700
	2,10,000

	West Bengal
	13
	1,570
	4,71,000
	1,255
	3,76,500

	Pondichery
	1
	400
	1,20,000
	300
	90,000

	Total in India

Nepal
	314

1
	68,815

80
	206,44,500

24,000
	25,212

60
	75,63,600

18,000

	Grand Total
	315
	68,895
	206,68,500
	25,272
	75,81,600


Source: Souvenir published by the COOIT-SOPA, 2005,p. S-22

Appendix-3.17: State Zone wise Vanaspati Units in the Country (Capacity in Mt)
	State
	Working
	Closed
	Total

	
	No. of Units
	Capacity
	No. of Units
	Capacity
	No. of Units
	Capacity

	East Zone

	Assam
	0
	0
	2
	30000
	2
	30000

	Bihar
	1
	18000
	4
	78000
	5
	96000

	Jharkhand
	1
	18000
	0
	0
	1
	18000

	Manipur
	0
	0
	1
	30000
	1
	30000

	Orissa
	2
	12000
	3
	48750
	5
	60750

	Sikkim
	0
	0
	1
	1500
	1
	15000

	West Bengal
	9
	247500
	6
	143650
	15
	391150

	Total
	13
	295500
	17
	345400
	30
	640900

	West Zone
	
	
	
	
	
	

	Chattisgarh
	1
	9000
	0
	0
	1
	9000

	Gujrat
	9
	332600
	8
	168000
	17
	500600

	Madhya Pradesh
	11
	380000
	6
	91500
	17
	471500

	Maharashtra
	14
	398000
	13
	261950
	27
	659950

	Total
	35
	11169000
	27
	521450
	62
	1641050

	North Zone

	Delhi
	0
	0
	1
	22500
	1
	22500

	Haryana
	8
	101400
	6
	60000
	14
	161400

	Himachal Pradesh
	1
	18750
	1
	22500
	2
	41250

	J&K
	7
	54900
	2
	15000
	9
	69900

	Punjab
	23
	383650
	11
	159300
	34
	542950

	Rajasthan
	9
	203400
	12
	226500
	21
	429900

	Uttar Pradesh
	17
	360000
	16
	216800
	33
	576800

	Uttranchal
	3
	73500
	2
	25500
	3
	99000

	Total
	68
	1195600
	51
	748100
	119
	1943700

	South Zone

	Andhra Pradesh
	14
	274800
	6
	65400
	20
	340200

	Karnataka
	1
	60000
	3
	24000
	4
	84000

	Kerla
	1
	15000
	3
	22500
	4
	37500

	Pondicherry
	1
	7500
	0
	0
	1
	7500

	Tamil Nadu
	11
	208500
	5
	78000
	16
	286500

	Total
	28
	565800
	17
	189900
	45
	755700

	Grand Total
	144
	3176500
	112
	1804850
	256
	4981350


All India Scenario
	Status
	Working
	Closed
	Total

	No. of Units
	144
	122
	256

	Annual Capacity in terms of Oil (In lakh MT)
	32
	18
	50


Source: Souvenir published by the Central Organisation for Oil Industry & Trade and the Soyabean Processors Association of India, 2005, p S-29

Appendix-3.18: Import Duty On Edible Oils Since October 2001
	Name of Edible Oils
	w.e.f.

30.10.2001
	w.e.f.

30.04.2003
	w.e.f 08.10.2004
	w.e.f. 08.07.2004
	w.e.f. 15.02.2005

	Crude Edible Oils

	Soyabean Oil
	45%
	45%
	45%
	45%
	45%

	Palm Oil
	65%
	65%
	65%
	65%
	80%

	Sunflower Oil
	75%
	75%
	75%
	75%
	75%

	Safflower Oil
	75%
	75%
	75%
	75%
	75%

	Groundnut Oil and Mustard/ Rapeseed Oil
	75%
	75%
	75%
	75%
	75%

	Others Oils*
	75%
	75%
	75%
	75%
	75%

	Refined Edible Oils

	Soyabean Oil
	45%+4 % SAD=50.80%
	45%+4 % SAD=50.80%
	45%
	45%
	45%

	Mustard/ Rapeseed
	75%+4% SAD=82%
	75%+4% SAD=82%
	75%
	75%
	75%

	RBD Palmolein
	85%+4%70% SAD=92.40%
	75%
	70%
	75%
	90%

	RBD Palm Oil
	85%+4% SAD=92.40%
	75%

.
	70%
	75%
	90%

	Groundnut Oil & Sunflower Oil
	85%+4% SAD=92.40%
	85%+4% SAD=92.40%
	85%
	85%
	85%

	Others Oils
	85%+4% SAD=92.40%
	85%+4% SAD=92.40%
	85%
	85%
	85%


Source: Same as Appendix-18

*Vegetable oils of edible grade, in loose or bulk from, other then refined vegetable oils of edible grade in loose or bulk     from, imported for the manufacture of oils commonly known as ‘Vanaspati’ or for refining.

Government has issued Notification dated November 16, 2001 thereby lowering import duty for fixed quantity of 150,000 tonnes, 50 percent for crude safflower & safflower seed 45 percent for refined rapeseed oil.

Till date the duty on oilseeds is 30 percent.

Vanaspati: Vanaspati can be imported from Nepal as tariff given below:

Duty Upto, 1, 00000 MTS annually

(by canalising agency) 



Nil

 




Excess of 100000 MTS                         

# W.E.F. 08.07.2004 Government has introduced the two percent education cess levied on all customs & excise duties except bound rate duties on viz. soyabean oil,

 colza, rape/mustard etc.

@ W.E.F. 04.02.2005 Vide Customs Notification No. 7/2005-Customs dt. 04.02.2005 Govt. revised the range of beta-carotene 250 mg/kg. and acid value 4.

Appendix-3.19: Export of Oilseeds from India

	ITEMS 
	April, 2000/March,01
	April 01/March 02
	April 02/March 03
	April 03/March 04
	April 04/March 05

	
	Quantity MT
	Value (Rs.Crs.
	Quantity MT
	Value (Rs.Crs.
	Quantity MT
	Value Rs/Crs
	Quantity MT
	Value (Rs.Crs.)
	Quantity MT
	Value (Rs.Crs.

	Groundnut
	136758.00
	316.76
	112544.00
	250.40
	65566.00
	173.77
	176931.00
	544.09
	167500.00
	501.69

	Sesame seed
	182739.00
	515.55
	238452.00
	562.13
	108793.00
	341.29
	191076.00
	699.60
	157255.00
	662.79

	Safflower seeds
	1500.00
	2.07
	2500.00
	4.41
	10000.00
	18.00
	3500.00
	6.30
	5000.00
	7.50

	Sunflower seeds
	550.00
	1.72
	425.00
	1.66
	1800.00
	5.92
	2500.00
	1312.00
	3000.00
	12.00

	Mustard seed
	204.50
	0.64
	4000.00
	9.00
	1000.00
	2.20
	7500.00
	15.00
	8748.90
	16.68

	Niger seeds
	29487.00
	80.35
	22220.00
	47.85
	35552.00
	76.52
	17249.00
	43.62
	24431.00
	60.53

	Total
	251238.50
	917.09
	380151.00
	875.45
	222711.00
	617.70
	398756.00
	1321.73
	365934.90
	1261.19

	Groundnut Oil
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	102706.00
	500.00
	48000.00
	233.68

	Sesame
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	700.00
	4.36
	800.00
	4.98

	Grand Total
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	502162.00
	1826.09
	414734.90
	1499.85


Source: Same as Appendix-18

Appendix-3.20: Exports of Oil Meals, Oilseeds and Minor Oils (Fats) (April-March)
	
	
	2003-2004
	2002-2003
	2001-2002
	2000-2001
	1999-2000
	1998-1999
	1997-1998
	1996-1997

	
	Item
	Quantity
	Value
	Quantity
	Value
	Quantity
	Value
	Quantity
	Value
	Quantity
	Value
	Quantity
	Value
	Quantity
	Value
	Quantity
	Value

	I.
	OILCAKE/

EXTRACTION
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Soyabean
	2636.0
	3097.30
	1490.0
	1341.00
	2802.0
	2437.74
	2367.0
	1840.00
	2462.0
	1680.57
	3081.0
	1803.75
	2481.0
	2429.00
	2585.0
	2397.70

	
	Groundnut
	126.7
	95.00
	15.2
	12.90
	101.0
	18.7
	18.7
	14.00
	2.0
	1.50
	98.0
	70.00
	253.0
	175.00
	300.0
	210.00

	
	Cottonseed
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	20.0
	9.70
	NIL
	NIL

	
	Rice Bran
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	7.0
	1.50
	78.0
	19.50
	317.6
	96.00

	
	Rapeseed
	447.0
	250.00
	455.5
	214.00
	313.0
	75.0
	75.0
	40.10
	80.0
	28.00
	426.0
	138.50
	1201.2
	490.00
	1000.7
	383.00

	
	Sunflower seed
	-
	-
	-
	-
	-
	-
	-
	-
	4.0
	1.40
	11.0
	4.40
	22.7
	8.75
	31.1
	13.50

	
	Salseed
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	9.3
	2.50

	
	Sesame seed
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	4.6
	3.00
	-
	-

	
	Other Exts. /Feeds
	18.5
	10.60
	5.9
	3.90
	1.3
	4.5
	4.5
	2.10
	7.0
	5.00
	23.0
	15.00
	25.0
	14.00
	19.3
	13.80

	
	Castor seeds
	85.9
	23.35
	92.5
	19.90
	97.6
	73.0
	73.0
	15.35
	94.0
	20.5.
	35.0
	7.00
	54.9
	13.75
	72.2
	13.25

	
	Corn Gluten Meal
	-
	-
	-
	-
	-
	-
	-
	-
	0.5
	0.50
	3.5
	3.50
	2.0
	2.50
	-
	-

	
	SUB 
TOTAL (I)
	3314.1
	3476.25
	2059.2
	1591.70
	3314.9
	2538.2
	2538.2
	1911.6
	2649.5
	1737.5
	3684.5
	2043.7
	4142.4
	3165.2
	4335.2
	3129.8

	II.
	OILSEEDS
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Nigerseed
	17.2
	43.62
	35.6
	76.52
	22.2
	47.85
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.

	
	Seasame seed
	191.1
	699.60
	108.8
	341.29
	218.9
	562.13
	182.7
	515.55
	95.1
	328.22
	84.8
	280.99
	103.9
	303.86
	85.0
	238.11

	
	HPS Ground Nut
	176.9
	544.09
	65.6
	173.86
	112.8
	250.14
	136.7
	316.76
	135.9
	315.20
	48.9
	222.48
	225.2
	557.16
	150.0
	33.00

	
	Saffowerseed
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	1.5
	2.07
	5.0
	8.60
	2.5
	4.00
	4.0
	6.00
	2.0
	2.00

	
	Sunflowerseed
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	0.6
	1.72
	2.5
	10.00
	2.0
	6.00
	5.0
	10.00
	1.0
	3.15

	
	Rape/Musterseed
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	1.0
	1.60
	1.0
	1.60
	1.2
	1.90
	2.0
	3.40
	1.0
	1.50

	
	SUB Total (II)
	385.2
	1287.31
	210.0
	591.67
	353.9
	860.12
	322.5
	837.7
	239.5
	663.6
	139.4
	515.4
	340.1
	880.4
	239.0
	574.8

	III
	OIL/FATS
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Groundnut Oil
	94.7
	457.40
	163.8
	520.85
	204.9
	556.22
	227.0
	806.07
	234.8
	897.56
	
	
	
	
	
	

	
	Castor Oil
	161.6
	603.27
	2.1
	15.06
	3.0
	19.96
	4.6
	32.70
	1.7
	13.82
	193.9
	595.98
	183.8
	477.76
	188.3
	469.23

	
	Sal Oil (Fat)
	4.5
	27.00
	0.1
	0.19
	0.2
	1.34
	0.2
	2.10
	0.6
	5.58
	1.4
	10.07
	3.8
	22.50
	5.8
	31.53

	
	Mango Kernel(Fat)
	0.6
	4.80
	0.3
	3.00
	0.2
	2.66
	0.2
	2.32
	0.1
	01.05
	0.7
	5.49
	0.8
	5.50
	0.2
	1.44

	
	Kokum Oil(Fat)
	0.3
	3.30
	0.3
	0.98
	0.2
	0.71
	0.2
	0.54
	0.2
	0.06
	0.2
	2.78
	0.2
	2.50
	0.4
	4.17

	
	Neemseed Oil
	0.3
	0.84
	-
	-
	0.1
	0.38
	0.1
	0.05
	-
	-
	0.1
	0.30
	0.3
	0.80
	0.4
	1.04

	
	Mhua Oil
	-
	-
	-
	-
	0.1
	0.38
	0.1
	0.05
	-
	-
	-
	-
	-
	-
	-
	-

	
	SUB Total (III)
	262.0
	1096.61
	166.6
	540.08
	208.7
	581.65
	232.4
	843.83
	237.4
	918.61
	196.3
	614.62
	188.9
	509.06
	195.1
	507.41

	
	Grand Total (I), (II), & (III)
	
	
	2435.8
	2723.45
	3877.5
	4090.56
	3.93.1
	3593.1
	3126.4
	3319.7
	4020.2
	3173.7
	4671.4
	4554.7
	4769.3
	4211.9


Appendix-3.21: Import Policy for Edible Oils
	April, 1994
	Import of RBD Palmolein on OGL 65 Percent import Duty

	March, 1995
	Import of all edible oil oils (except coconut oil, palm kernel oil, RBD palm oil, RBD palm stearin placed on OGL with three percent import duty.

	1996-97 (In regular Budget)
	Further reduction in import duty to 200/0+2 percent (special duty of customs) bring total import duty to 22 percent.

Another special duty of customs @ three percent was later imposed bringing the total import duty to 25 percent.

	July, 1998
	Import duty further reduced to 15 percent.

	1999-2000 (Budget)
	Import duty raised to 15 percent (basic)+10 percent  (Surcharge)=16.5 percent.

	December, 1999
	Import duty on refined oils raised to 25 percent (basic)+10 percent (Surcharge)=27.5 percent. In addition, four percent special additional duty (SAD) levied on refined oils.

	June, 2000
	Import duty on CPO for manufacture of Vanaspati raised to 25 percent (basic)+10 percent (Surcharge)=27.5 percent and on refined oils raised to 35 percent (basic)+10 percent (Surcharge)=44.04 percent. Import duty on crude Palm Oil (CPO) for manufacture of Vanaspati retained at 15 percent (basic)+10 percent (Surcharge)=16.5 percent.

	November, 2000
	Import duty on CPO for Manufacture of Vanaspati raised to 25 percent and on 2000 crude vegetable oils raised to 35 percent. Import duty on CPO for other than Vanaspati manufacture raised to 55 percent. Import duty on refined vegetable oils raised to 45 percent  (basic)+four percent (SAD)=50.8 percent. Import duty on refined Palm oil and RBD Palmolein raised to 65 percent  (basic)+four percent (SAD)= 71.6 percent.

	March, 2001 (As amended on 26.4.2001
	Import duty on crude oils for manufacture of Vanaspati/refined oils by the importers registered with Directorate of VVO&F raised to 75 percent (for others import duty levied at 85 percent) except soyabean oil. The duty on refined oils including RBD Palmolein raised to 85 percent (basic) except in the case of soyabean oil and mustard oil where the duty is placed at 45 percent (basic) and 75 percent (basic) respectively due to WTO binding. In addition, four percent SAD levied on refined oils.

	October, 2001
	Import duty on crude palm oil and its fractions of edible grade, in loose or bulk form reduced from 75 percent to 65 percent.

	November, 2001
	Import duty on crude sunflower oil or safflower oil reduced to 50 percent up to an aggregated of 1,50,000MTs (TRQ) of total imports of such goods in a financial year subject to certain condition.

Import duty on refined rape, colza or mustard oil reduced to 45 percent up to an aggregate of 1,50,000MTs (TRQ) of total imports of such goods in a financial year subject to certain condition.

	March, 2002
	Status quo on import duty structure of vegetable oils/edible oils maintained. Import of Vanaspati from Nepal be levied SAD four percent.

	27th August, 2002

30.04.2003

09.05.2003

06.06.2003
	SAD four percent on imported Vanaspati from Nepal withdrawn.

Custom duty on RBD palm oil and RBD pallmolein reduced from 85 percent to 70 percent and SAD four percent on these oils withdrawn.

NDDB, STC, NAFED, STCL, CWC and State Co-operative marketing Federation/Civil Supplies Corporation have been designed under TRQ for import of crude sunflower seed or safflower oil or fractions there of and refined rape, colza or mustard oil at concessional rates.

In addition to CWC, STC have also designed to import of Vanaspati from Nepal under TRQ.

	10.7.2003
	In addition to agencies Projects and Equipment Corporation of India Ltd. (PEC) have also been designed to import crude sunflower seed or safflower oil or fractions there of and refined rape, colza or mustard oil at concessional rates. Deadline for submitting the form for availing imports under TRQ have extended to 29.08.2003

	01.08.2003
	For import of crude palm oil @ 65 percent duty secification has been prescribed as having an acid value of two or more and total carotenoid (as beta carotene) in the range of 500-250 mg/kg, in loose or bulk from.

	23.10.2003
	CWC has been divested of its role as an agent for importing duty free Vanaspati from Nepal under TRQ. STC is the sole agency for the same.

	08.10.2004
	SAD abolished in commodities including edible oils and oilseeds imports.

	16.01.2004
	Duty on non-edible grade oils reduced from 30 percent to 20 percent for the manufacture of soaps.

	12.05.2004
	Procedure announced for imports under TRQ of 150,000 tonnes each of crude sunflower seed or safflower oil or fractions thereof and refined rape, colza or mustard oil at the concessional duty of 50 percent and 45 percent respectively. The imports have to be completed before March 31 of each financial year. 

	23.06.2004
	For import of Vanaspati at zero percent duty from Nepal, at the date has been extended for three months for the year 2003-04 i.e. upto 05.09.2004 and for 2004-05 the period will be from 06.09.2004 to 05.03.2005. The STC will be the sole agency to make imports of Vanaspati up to the quantity of 100000MTs on annual basis. 

	08.07.2004
	In the UPA Govt. Budget the duty on refined palm oil/palmolein has been increased to 75 percent. The excise on food grade hexane has been reduced from 32 percent to 16 percent. An education cess has been levied on excise and customs duty. 

	04.02.2005
	For import of crude Palm Oil @ 65 percent the specification of carotene value revised to 250 mg/kg to 2500 mg/kg and acid value four.

	15.02.2005
	Import duty on crude palm oil and its fraction and refined palm oil. RBD palmolein have been increased from 65 percent to 80 percent and 75 percent to 90 percent respectively.


Import Policy of Oilseeds/Oil Bearing Materials 

	*
	Import of oilseed (other than of seed quality), such as soyabean, groundnut (kernel), linseed, rape/colza seed, mustard seed, sunflower seed, palm kernel, cottonseed, sesame seed, mango, kernel, Niger seed made free. Quarantine restrictions apply on import rape/colza seed, sunflower seed.

	* 
	Import of copra allowed through STC.

	*
	Import of flours and meals of oilseed including soyabean (but other than those of mustard) made free.

	*
	Import of rice bran, groundnut oil cake, soyabean, oil cake, cottonseed oil cake (decorticated), sunflower seed, oil cake, rape/colza/mustard oil cake, copra oil cake, sesame oil cake, maize bran etc., made free.

	*
	Import duty on oilseeds, such as, soyabean, groundnut (in shell), groundnut (kernel). Linseed rape/colza seed, mustard seeds, sunflower seed, palm kernel, cotton seed, sesame seed, mango kernel, niger seed levied @ 30 percent (basic) and four percent (SAD) which is equal to 35.2 percent. 

	*
	Import on copra levied @ 70 percent +four percent SAD = 76.8 percent.

	*
	Import duty on rice bran, soyabean oil cake, groundnut oil cake, cottonseed oil cake (decoraticated), sunflower seed oil cake etc. levied at the rate of 15 percent.

	08.01.2004
	SAD abolished in import of commodities including oilseeds.

	08.07.2004
	In the UPA Government Budget, the two percent education cess has been levied on import of oilseeds, which makes the total duty on oilseeds 30.6 percent.


Appendix-4.1: Changes in Area under Different Crops in Rajasthan (1975-76 to 2001-02)

(Area in lakh hectares)

	Crops
	1975-76
	1980-81
	1990-91
	2001-02

	
	Area
	Area
	Increment
	% change 
	Area
	Increment
	% change
	Area
	Increment
	% change

	(A) FOODGRAIN CROPS
	126.09
	121.77
	-4.32
	-284.32
	123.64
	1.87
	11.43
	116.91
	-6.72
	-63.20

	1.CEREALS
	87.23
	89.17
	1.94
	127.63
	91.78
	2.61
	15.96
	89.54
	-2.24
	-21.01

	(a) KHARIF CEREALS
	63.99
	66.02
	2.04
	134.13
	72.03
	6.00
	36.72
	63.45
	-8.58
	-80.60

	1.RICE
	1.39
	1.89
	0.50
	32.77
	1.23
	-0.66
	-4.01
	1.70
	0.47
	4.42

	2.JOWAR
	8.80
	8.92
	0.12
	8.17
	9.38
	0.46
	2.80
	6.15
	-3.23
	-30.37

	3.BAJRA
	45.57
	46.10
	0.53
	34.76
	51.64
	5.54
	33.89
	45.71
	-5.94
	-55.79

	4.MAIZE
	7.60
	8.63
	1.02
	67.22
	9.40
	0.77
	4.72
	9.74
	0.34
	3.18

	(b) RABI CEREALS
	23.31
	23.15
	-0.17
	-10.89
	19.75
	-3.40
	-20.77
	26.09
	6.34
	59.59

	1.WHEAT
	16.19
	18.99
	2.81
	184.57
	17.45
	-1.55
	-9.46
	24.16
	6.71
	63.07

	2.BARLEY
	7.02
	4.13
	-2.89
	-190.23
	2.30
	-1.83
	-11.21
	1.93
	-0.37
	-3.44

	II. PULSES
	38.86
	32.60
	-6.26
	-411.95
	31.86
	-0.74
	-4.53
	27.37
	-4.49
	-42.19

	(a) KHARIF PULSES
	22.29
	17.74
	-4.56
	-299.75
	17.97
	0.23
	1.40
	18.21
	0.24
	2.25

	(b) RABI PULSES
	16.57
	14.86
	-1.71
	-112.20
	13.89
	-0.97
	-5.94
	9.16
	-4.73
	-44.44

	1. GRAM
	16.26
	14.50
	-1.76
	-115.69
	13.59
	-0.91
	-5.55
	8.73
	-4.87
	-45.76

	(B) OILSEEDS
	12.91
	13.90
	0.98
	64.63
	26.28
	12.38
	75.72
	31.29
	5.01
	47.12

	(a) KHARIF OILSEEDS
	6.93
	6.90
	-0.03
	-2.09
	8.54
	1.64
	10.03
	11.76
	3.22
	30.26

	1. GROUNDNUT
	2.75
	2.96
	0.21
	13.98
	2.48
	-0.48
	-2.96
	2.38
	-0.10
	-0.92

	2. SESAMUM
	4.14
	3.90
	-0.24
	-15.89
	4.48
	0.58
	3.57
	2.53
	-1.95
	-18.29

	3. CASTORSEED
	0.04
	0.04
	0.00
	-0.18
	0.18
	0.14
	0.86
	0.82
	0.64
	5.99

	4. SOYABEAN
	0.00
	0.00
	0.00
	0.00
	1.40
	1.40
	0.00
	6.03
	4.63
	43.47

	(b) RABI OILSEEDS
	5.99
	7.00
	1.01
	66.72
	17.74
	10.74
	65.69
	19.53
	1.79
	16.86

	1. RAPE & MUSTARD
	3.50
	3.42
	-0.08
	-5.40
	15.84
	12.42
	75.95
	18.86
	3.02
	28.41

	2. LINSEED
	1.01
	0.73
	-0.28
	-18.28
	0.49
	-0.24
	-1.48
	0.07
	-0.42
	-3.99

	3. TARAMIRA
	1.24
	2.72
	1.48
	97.37
	1.32
	-1.40
	-8.59
	0.60
	-0.72
	-6.73

	4. OTHERS
	0.23
	0.12
	-0.11
	-6.96
	0.09
	-0.03
	-0.19
	0.00
	-0.09
	-0.83

	© FIBRES
	3.08
	3.96
	0.88
	57.67
	4.05
	0.09
	0.55
	5.37
	1.32
	12.42

	1. COTTON
	2.92
	3.84
	0.92
	60.20
	3.96
	0.12
	0.75
	5.34
	1.38
	13.00

	(D) SUGARCANE
	0.44
	0.41
	-0.03
	-1.93
	0.18
	-0.23
	-1.39
	0.14
	-0.04
	-0.40

	(E) CONDIMENTS & SPICES
	1.74
	2.54
	0.81
	53.01
	3.11
	0.57
	3.47
	5.31
	2.20
	20.66

	(F) FRUITS
	0.11
	0.12
	0.01
	0.84
	0.16
	0.05
	0.28
	0.20
	0.03
	0.31

	(G) VEGETABLES
	0.30
	0.40
	0.10
	6.67
	0.54
	0.14
	0.83
	0.81
	0.27
	2.51

	(H) DRUGS & NARCOTICS
	0.28
	0.21
	-0.07
	-4.57
	0.60
	0.39
	2.37
	1.02
	0.42
	3.99

	(I) FODDER CROPS
	23.91
	27.26
	3.35
	220.50
	28.23
	0.97
	5.94
	36.20
	7.97
	74.89

	TOTAL CROPPED AREA
	169.20
	170.72
	1.52
	99.85
	187.07
	16.35
	100.00
	197.72
	10.64
	100.04


Source: ‘Agricultural Statistics’, Directorate of Agriculture, Govt. of Rajasthan, various issues

Appendix-4.2: Area, Production and Yield of Rapeseed & Mustard in Rajasthan vis-à-vis All India

(Area-‘000 ha, Production-‘000 tonnes; Yield- kg/ha)

	Year
	Rajasthan
	India

	
	Area
	Production
	Yield
	Area
	Production
	Yield

	1950-51
	108.5
	35.0
	323
	2071
	750
	362

	1955-56
	250.5
	97.0
	387
	2554
	846
	331

	1960-61
	203.9
	75.2
	369
	2884
	1347
	467

	1965-66
	222.3
	72.0
	324
	2883
	1276
	442

	1970-71
	253.7
	246.6
	972
	3320
	1975
	595

	1975-76
	252.6
	127.3
	504
	3339
	1936
	580

	1980-81
	362.5
	248.5
	686
	4113
	2304
	560

	1985-86
	1014.8
	664.9
	655
	3978
	2680
	674

	1990-91
	2041.8
	1737.9
	851
	5782.1
	5229.3
	904

	1992-93
	2341.2
	1801.1
	769
	6192.8
	4803.4
	776

	1993-94
	2401.0
	1749.5
	729
	6289.4
	5427.9
	863

	1993-94
	2376.6
	2070.0
	871
	6230.0
	5884.1
	944

	1995-96
	2809.3
	2417.8
	861
	6546.2
	5999.5
	916

	1996-97
	2694.3
	2655.2
	985
	6545.4
	6657.9
	1017

	1997-98
	3275.7
	2193.3
	670
	7041.0
	4702.9
	668

	1998-99
	2995.4
	2477.1
	827
	6513.2
	5663.9
	870

	1999-00
	2568.6
	2478.7
	965
	6026.8
	5788.4
	960

	2000-01
	1429.8
	1312.8
	918
	4476.7
	4187.2
	935

	2001-02
	1840.8
	1943
	1056
	5073
	5082.6
	1002

	2002-03
	1571.9
	1318.2
	868
	4544
	3879.8
	854

	2003-04
	2142.4
	2740.2
	1279
	5387.3
	6198.3
	1151


Source: Oilseeds Situation: A statistical Compendium 2005, Directorate of Oilseeds Research (ICAR), Hyderabad, Table 3.4 pp.68-69

Appendix-4.3: Growth Rate of Rapeseed-Mustard and Groundnut: Rajasthan

(% per annum)

	Year
	Groundnut
	Rapeseed & Mustard
	Total

	 
	Area
	Prod.
	Yield
	Area
	Prod.
	Yield
	Area
	Prod.
	Yield

	1950-51 to 1955-56
	8.96
	20.79
	10.85
	18.23
	22.61
	3.68
	10.97
	16.99
	5.45

	1955-56 to 1960-61
	18.95
	7.13
	-9.94
	-4.03
	-4.96
	-0.95
	0.12
	-7.25
	-7.32

	1960-61 to 1965-66
	16.21
	6.56
	-8.28
	1.74
	-0.87
	-2.57
	6.99
	3.35
	-3.51

	1965-66 to 1970-71
	-0.32
	15.28
	15.61
	2.68
	27.92
	24.57
	-1.66
	21.20
	23.29

	1970-71 to 1975-76
	5.56
	3.99
	-1.49
	-0.09
	-12.39
	-12.31
	-0.84
	-5.82
	-5.03

	1975-76 to 1980-81
	-5.40
	-13.05
	-8.07
	7.49
	14.31
	6.36
	0.95
	-0.54
	-1.46

	1980-81 to 1985-86
	2.93
	11.75
	8.57
	22.86
	21.75
	-0.92
	13.02
	18.86
	5.17

	1985-86 to 1990-91
	-1.11
	7.85
	9.04
	15.01
	21.19
	5.38
	9.71
	20.89
	10.19

	1990-91 to 1995-96
	-1.38
	-5.48
	-4.15
	6.59
	6.83
	0.23
	4.52
	5.44
	0.87

	1995-96 to 2000-01
	-1.97
	1.87
	3.93
	-12.64
	-11.50
	1.29
	-7.18
	-7.92
	-0.79

	2000-01 to 2001-02
	4.39
	10.48
	5.84
	5.18
	8.16
	2.84
	3.25
	9.01
	5.59

	2001-02 to 2002-03
	-0.07
	-11.01
	-10.95
	-3.78
	-7.47
	-3.85
	-4.64
	-10.93
	-6.61

	2002-03 to 2003-04
	-2.67
	14.77
	17.91
	7.14
	15.76
	8.06
	5.66
	17.89
	11.59


Source: Same as Appendix 4.2, various Tables and Calculation by the Author

Appendix-4.4: District-wise Area, Production and Yield of 
Rapeseed-Mustard in Rajasthan
	Districts
	Average 1990-91 to 1994-95
	1995-96

	
	Area
	Production
	Yield
	Area
	Production
	Yield

	Ajmer
	29.8
	21.1
	706
	36.1
	31.8
	880

	Alwar
	232.0
	201.6
	869
	238.7
	218.2
	914

	Banswara
	0.4
	0.3
	684
	0.1
	0.1
	878

	Baran
	78.8
	65.6
	832
	103.7
	98.9
	953

	Barmer
	11.8
	9.8
	832
	19.7
	17.3
	880

	Bharatpur
	225.2
	205.1
	911
	221.3
	211.5
	956

	Bhilwara
	21.0
	16.4
	781
	17.7
	15.5
	880

	Bikaner
	26.6
	12.5
	470
	29.2
	15.7
	539

	Bundi
	68.6
	50.9
	742
	60.4
	65.4
	1083

	Chittorgarh
	55.5
	48.5
	873
	31.3
	29.0
	925

	Churu
	12.6
	9.0
	712
	18.0
	15.9
	880

	Dausa
	97.5
	62.4
	640
	75.4
	56.6
	751

	Dholpur
	75.4
	67.6
	897
	80.3
	83.1
	1035

	Dungarpur
	1.2
	1.1
	966
	0.1
	0.1
	879

	Ganganagar
	264.5
	231.4
	875
	237.1
	271.6
	1145

	Hanumangarh
	…
	…
	…
	82.2
	85.5
	1040

	Jaipur
	161.7
	113.8
	704
	183.3
	133.6
	729

	Jaisalmer
	3.0
	2.4
	799
	16.4
	14.4
	880

	Jalore
	114.5
	102.1
	892
	159.6
	145.1
	909

	Jhalawar
	12.3
	10.2
	831
	27.6
	24.2
	880

	Jhunjhunu
	55.9
	36.9
	661
	85.0
	69.9
	823

	Jodhpur
	54.4
	41.0
	754
	73.6
	71.2
	967

	Karauli
	…
	…
	…
	…
	…
	…

	Kota
	86.0
	89.0
	1035
	102.6
	80.8
	788

	Nagaur
	105.3
	90.5
	860
	152.3
	134.9
	886

	Pali
	…
	…
	…
	165.6
	91.6
	553

	Rajasmand
	2.6
	1.9
	731
	1.7
	1.5
	880

	Sawaimadhopur
	207.1
	176.9
	854
	219.5
	164.3
	748

	Sikar
	34.9
	24.3
	695
	51.2
	43.2
	843

	Sirohi
	35.5
	35.4
	998
	38.0
	46.5
	1224

	Tonk
	135.2
	79.3
	587
	156.5
	127.6
	815

	Udaipur
	11.6
	6.8
	587
	6.9
	6.0
	880


	Districts
	1996-97
	1997-98
	1997-99

	
	Area
	Prod.
	Yield
	Area
	Prod.
	Yield
	Area
	Prod.
	Yield

	Ajmer
	30.0
	30.1
	1002
	36.7
	25.4
	691
	27.2
	13.8
	507

	Alwar
	239.7
	261.0
	1089
	206.7
	141.5
	685
	177.8
	178
	1001

	Banswara
	0.2
	0.2
	1000
	0.1
	0.1
	726
	0.1
	0.1
	1000

	Barmer
	13.4
	13.4
	1002
	15.4
	11.2
	726
	36.1
	34.7
	961

	Bharatpur
	212.2
	213.7
	1007
	176.8
	100.6
	569
	137.8
	168.6
	1224

	Bhilwara
	22.4
	22.5
	1002
	31.0
	22.5
	726
	19.3
	18.6
	964

	Bikaner
	29.0
	24.6
	848
	34.3
	34.7
	1014
	34.2
	22.6
	661

	Bundi
	68.0
	76.1
	1118
	82.3
	47.1
	572
	60
	59.9
	998

	Chittorgarh
	57.5
	59.8
	1039
	65.4
	35.5
	543
	33.9
	32.1
	947

	Churu
	19.9
	20.0
	1002
	57.0
	41.4
	726
	31.9
	30.7
	962

	Dausa
	79.0
	90.1
	1141
	75.9
	56.6
	746
	54.2
	61.9
	1142

	Dholpur
	75.8
	70.2
	926
	67.5
	47.8
	709
	60.6
	48.9
	807

	Dungarpur
	0.3
	0.3
	1003
	0.3
	0.2
	725
	0.4
	0.3
	750

	Ganganagar
	240.6
	311.0
	1293
	269.6
	275.7
	1023
	225.7
	187.6
	831

	Hanumangarh
	77.2
	79.6
	1030
	89.5
	82.0
	916
	78.6
	67.9
	864

	Jaipur
	169.5
	121.5
	716
	128.7
	70.0
	544
	113.2
	119.3
	1054

	Jaisalmer
	15.0
	15.0
	1002
	25.7
	18.6
	726
	47.6
	45.8
	962

	Jalore
	123.4
	108.2
	877
	139.6
	105.1
	753
	170.6
	160.6
	941

	Jhalawar
	36.7
	36.8
	1002
	33.1
	24.0
	726
	19.5
	18.7
	959

	Jhunjhunu
	98.5
	93.9
	953
	132.8
	78.6
	592
	101.6
	123.5
	1216

	Jodhpur
	65.2
	68.7
	1055
	83.5
	72.5
	868
	80
	100
	1250

	Karauli
	…
	…
	…
	77.2
	40.6
	526
	48.6
	41.6
	856

	Kota
	91.3
	113.2
	1240
	88.9
	71.2
	801
	60.5
	81
	1339

	Nagaur
	127.4
	120.9
	949
	166.4
	140.8
	846
	144.6
	139.6
	965

	Pali
	122.7
	105.3
	858
	171.1
	145.8
	852
	105.4
	66.6
	632

	Rajasamand
	1.9
	1.9
	1002
	2.5
	1.8
	726
	5.6
	5.4
	964

	Sawaimadhopur
	241.4
	202.2
	837
	164.4
	86.5
	526
	120.6
	105.5
	875

	Sikar
	53.6
	50.4
	940
	64.5
	29.4
	455
	41
	45.6
	1112

	Sirohi
	28.6
	34.3
	1201
	41.5
	48.5
	1170
	32.9
	34.8
	1058

	Tonk
	154.3
	137.4
	891
	157.5
	105.0
	666
	142.2
	118
	830

	Udaipur
	9.4
	9.4
	1002
	14.4
	10.5
	726
	18.7
	18
	936

	Waran
	110.4
	128.6
	1165
	112.0
	69.5
	620
	89.7
	83.4
	930


	Districts
	1999-2000
	2000-01

	
	Area
	Prod.
	Yield
	Area
	Prod.
	Yield

	Ajmer
	35.6
	20.42
	574
	9.76
	4.09
	419

	Alwar
	209.2
	259.19
	1239
	184.6
	216.9
	1175

	Banswara
	0.04
	.04
	1000
	0.05
	0.05
	1000

	Baran
	136.81
	153.09
	1119
	83.62
	113.2
	1353

	Barmer
	19.63
	19.35
	986
	2.39
	2.22
	929

	Bharatpur
	167.94
	203.45
	1211
	124.7
	146
	1171

	Bhilwara
	22.53
	22.24
	987
	6.16
	5.72
	929

	Bikaner
	34.73
	32.58
	938
	14.71
	7.3
	496

	Bundi
	87.5
	111.69
	1276
	43.88
	30.14
	687

	Chittorgarh
	39.7
	29.47
	742
	8.12
	7.45
	917

	Churu
	25.06
	24.7
	986
	17.53
	16.27
	928

	Dausa
	65.41
	41.92
	641
	45.13
	32.74
	725

	Dholpur
	66.92
	99.8
	1491
	35.74
	34.07
	953

	Dungarpur
	0.18
	0.17
	944
	0.04
	0.03
	750

	Ganganagar
	187.1
	249.87
	1335
	145.5
	142
	976

	Hanumangarh
	58.15
	43.59
	750
	45.29
	49.49
	1093

	Jaipur
	153.63
	102.5
	667
	61.75
	26.96
	437

	Jaisalmer
	59.03
	58.19
	986
	28.95
	26.88
	928

	Jalore
	102.03
	82.87
	806
	16.77
	14.63
	872

	Jhalawar
	34.56
	34.07
	986
	18.2
	16.9
	929

	Jhunjhunu
	108.72
	112.8
	1038
	80.94
	59.56
	736

	Jodhpur
	66.15
	67.01
	1013
	36.73
	34.1
	928

	Karauli
	63.6
	61.21
	962
	42.75
	36.63
	857

	Kota
	112.48
	143.58
	1276
	51.71
	50.15
	970

	Nagaur
	124.18
	113.67
	915
	59.32
	62.4
	1052

	Pali
	80.9
	37.34
	462
	9.79
	7.59
	775

	Rajasmand
	2.64
	2.6
	985
	0.16
	0.15
	938

	Sawaimadhopur
	159.5
	110.34
	692
	94.53
	55.3
	585

	Sikar
	37.71
	36.6
	971
	27.84
	23.68
	851

	Sirohi
	11.15
	8.99
	806
	3.13
	3.11
	994

	Tonk
	214.92
	169.4
	788
	102.3
	76.13
	744

	Udaipur
	7.31
	7.2
	985
	1.1
	1.02
	927


Source: Same as Appendix 4.2 Table 14.16 pp.339

Appendix-4.5: Net Social Gain from Liberalisation of Trade in Edible Oils 
(Rs. per capita)

	
	Scenario-I
	Scenario-II
	Per capita income TE 96-97

	State
	Prod.

Surplus
	Cons.

Surplus
	Net

Gain
	Prod.

Surplus
	Cons.

Surplus
	Net

gain
	

	Andhra Pradesh
	-59.66
	58.43
	-1.23
	-76.53
	76.62
	0.10
	8901

	Asaam
	-11.82
	54.54
	42.71
	-15.16
	71.52
	56.36
	6461

	Bihar
	-2.91
	51.76
	48.85
	-3.74
	67.88
	64.15
	3819

	Gujarat
	-155.42
	111.72
	-43.70
	-199.34
	146.51
	-52.83
	12980

	Haryana
	-99.33
	53.74
	-45.59
	-127.40
	70.47
	-56.93
	13754

	Himachal Pradesh
	-2.93
	73.23
	70.29
	-3.76
	96.03
	92.27
	8332

	J&K
	-10.06
	73.35
	63.29
	-12.90
	96.20
	83.29
	6092

	Karnataka
	-65.81
	50.36
	-15.45
	-84.41
	66.04
	-18.37
	9109

	Kerala
	-0.72
	40.63
	39.91
	-0.92
	53.28
	52.36
	8970

	Madhya Pradesh
	-127.44
	63.79
	-63.66
	-163.47
	83.65
	-79.82
	6680

	Maharashtra
	-49.97
	87.35
	37.38
	-64.10
	114.56
	50.46
	15250

	Orissa
	-10.23
	44.52
	34.29
	-13.12
	58.39
	45.27
	5802

	Punjab
	-18.20
	72.49
	54.29
	-23.34
	95.07
	71.72
	16099

	Rajasthan
	-122.02
	59.61
	-62.42
	-156.52
	78.17
	-78.34
	7095

	Tamilnadu
	-45.90
	50.20
	4.30
	-58.88
	65.83
	6.95
	10180

	Uttar Pradesh
	-11.91
	50.36
	38.45
	-15.27
	66.04
	50.77
	5784

	West Bengal
	-9.44
	56.83
	47.39
	-12.11
	74.53
	62.43
	8248

	All India
	
	
	
	
	
	
	10607


Source: Ramesh Chand, Trade Liberalisation, WTO and Indian Agriculture (2002), Mittal Publications, pp.82.

Appendix-4.6:  Impact of Trade Liberalisation on Producers, Consumers and Net Social Gain for Rapeseed/Mustard

	S. No.
	Particulars
	Domestic prices equated to actual CIF prices
	Domestic prices equated to international prices

	
	
	Seed
	Oil
	Seed
	Oil

	1. 
	Domestic production Million tonne (Q1)
	5.79
	1.835
	5.79
	1.835

	2. 
	Wholesale price in central market
	16600
	31608
	16600
	31608

	3. 
	Farm level price in the country (P1)
	11193
	---
	11193
	---

	4. 
	Supply elasticity
	0.33
	0.33
	---
	---

	5. 
	Farm level price under free trade (P2)
	9250
	---
	8679
	---

	6. 
	Supply at different prices:

                       Existing price (P1) Q1

Free trade price (P2) Q2
	5.79

5.46
	1.835

---
	5.79

5.36
	1.835

---

	7. 
	Change in producer’s surplus due to:

Change in price from P1 to P2
	-10928
	---
	-14017
	---

	8. 
	Per capita demand kg/year
	---
	1.93
	---
	1.93

	9. 
	Aggregate demand million tonne D1
	---
	1.799
	---
	1.799

	10. 
	Price elasticity of demand
	---
	-0.499
	---
	-0.499

	11. 
	Existing domestic market price (R1)
	---
	31608
	---
	31608

	12. 
	Market price under free trade (R2)
	---
	25372
	---
	23541

	13. 
	Demand at different prices

Existing price (R1) D1

Free trade price (R2) D2
	----

---
	1.80

1.98
	----

----
	1.80

2.03

	14. 
	Change in consumer’s surplus due to:

Change in price from R1 to R2
	----
	11771
	---
	15437

	15. 
	Net social gain due to trade liberalisation
	
	843
	---
	1420


Note: Prices are in Rupee/tonne. Other quantities are in million tonne and values are in million/ rupee.

Source: Ramesh Chand and Dayanatha Jha, “Trade Liberalisation, Agricultural Policies and Net Social Welfare” in Indian Agricultural Policy at crossroads, edited by SS Acharya and DP Choudhary, 2001, Rawat Publications, Jaipur, pp.76

Appendix-4.7: Major Assembling Markets:

	Name of state
	Name of district
	Name of major markets/mandies

	R

A

J

A

S

T

H

A

N


	Ajmer
	Ajmer, Bewar, Vijayanagar, Kekri, Madanganj-Kisangarh

	
	Bhilwara
	Bhilwara, Judlegarh

	
	Tonk
	Deoli, Malpura, Niwai, Tonk, Uniwara

	
	Alwar
	Alwar, Khairtal, Kherli

	
	Bharatpur
	Bayana, Bharatpur, Deig, Kama, Nadbai, Nagar

	
	Dholpur
	Dholpur

	
	Bikaner
	Bikaner, Khiju Bala, Lunkaransher,Nokha

	
	Churu
	Churu,Shadulpur,Sujangarh,Ratangarh,Sridungargarh

	
	Hanumangarh
	Bhadra, Golubala, Hanumangarh, Nohar, Pilibanga, Rabatsar, Shadulsher, Sabngaria, Suratgarh

	
	Dausa
	Bandikui, Dausa, Lalsot, Mahua-Mandabar

	
	Jaipur
	Chaksu, Choumu, Jaipur,Kisangarh-Renwal, Kotputli

	
	Barmer
	Balotra, Barmer

	
	Jaisalmer
	Jaisalmer

	
	Jalaur
	Bhinmal, Jalaur, Sanchor

	
	Jodhpur
	Bhilwara, Jodhpur, Pipadsher

	
	Pali
	Jaitaram, Pali, Sojat Rd., Sumerpur, Rani

	
	Bangra
	Anta, Atru, Barang, Chhabra

	
	Bundi
	Bundi, Keshoraipatan, Sumergunj

	
	Jhalawar
	Bhawani Mandi, Eklera, Jhalarapatan, Khanpur

	
	Karoli
	Hindaun

	
	Kota
	Itawa, Kota, Ramganjmandi

	
	Udaipur
	Fatehnagar, Udaipur

	
	Sawai Madhopur
	Gangapur City, SawaiMadhopur

	
	Jhunjhunu
	Chirawa, Jhunjhunu, Navalgarh, Surajgarh

	
	Nagaur
	Didwana, Degana, Kuchmancity, Mertacity,Nagaur

	
	Sikar
	Fathepur, Nimkathana, Sikar, Sri Madhopur

	
	Sriganganagar
	Anupgarh, Gahsinghpur, Ghadsana,Jetsar, Raisinghnagar, Keshrisinghpur, Padampur, Rawla, Ridmatsar, Sriganganagar, Srikaranpur, Srivijaynagar

	
	Chittorgarh
	Badi Sadri, Begu, Chittorgarh, Kakpason, Nimbohera, Fathegarh


Appendix-4.8: Market Fee, Commission Charges, Taxes and Miscellaneous Charges for Mustard-Rapeseed in Rajasthan

	Payable by Farmers (Sellers)/ Traders (Buyers)
	Payable by Traders/others
	Payable by Traders (Buyer)

	Market Charges

(Rupees Per Unit)
	Commission

Charges
	License fee

Per annum
	Market Fee
	Sales tax
	Octroi

	Unloading-             0.5 to 1

Broker-                   2

Hamal-                   1 to 4

Cleaning-               1 to 2

Weighing-              1 to 2
	2 percent
	Traders-      200/-

Commission Agent-         200/-
	1.6 percent
	2 percent
	Nil


Source: Regional and sub-offices of Directorate of Marketing  & Inspection (DMI), Govt. of India
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Figure-4.1: Rajasthan’s Share in all India Area and Production of Rapeseed-Mustard
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1 It is predicted by the NCAER that in the year 2015, the demand for edible oils in India would be 20 million tons per annum.


� P.V.Srinivasan,”Impact of Trade Liberalisation on India’s Oilseed and Edible Oils Sector” Report prepared for IGIDR-ERS/USDA Project:Indian Agricultural Markets and Policy, February 2, 2005


� Pradeep S Mehta and Pranav Kumar, “WTO in 2006:Looking Back to Move Ahead Post-Hong Kong is More Challenging” Briefing Paper, CUTS-International, No.1/2006


1 DRC Coefficient is defined as the ratio of the economic value (i.e., opportunity cost in terms of its next best alternative) of non-tradable factors (e.g. labour, land, water) to the value-added of the product (economic value of production less the cost of tradable inputs) measured at world price (op.cit, World Bank, 1995)





� EPW Vol.33 No.8 Feb.21, 1998 pp.431-32


2 Over-quota tariffs refer to the higher of a two-tiered tariff system called as tariff-rate quota (TRQ), which places a low tariff on importers up to a certain limit and a higher tariff on imports beyond the over quota level.


1 Kumar, P.R. et.al.1999, Package of practices and contingency plan for enhancing production of rapeseed-mustared in India. A publication of the National Research Centre on Rapeseed-Mustard,  Sewar, Bharatpur, pp.1-39.


1 This section is heavily draws from Ramesh Chand and Dayanatha Jha, “Trade Liberalisation, Agricultural Prices and Net Social Welfare” in Indian Agricultural Policy at the crossroads, edited by SS Acharya and DP Choudhari, 2001, Rawat Publications, Jaipur, Ch.2, pp.17-126.


2 Though there is no attempt to quantify, through appropriate econometric tools, the impact of QRs dismantling on the state’s agriculture and oilseeds/edible oil sub-sector in particular, what we intend to do is to summarise the evidences so far available in the literature on the subject. There are a few empirical studies undertaken by SS Acharya, Ashok Lahiri, Ramesh Chand, D.P Choudhari, P Kumar, etc., which will be used to analyse the impact.


� Trade Liberalisation, WTO and Indian Agriculture, Mittal Publications, 2001.


� NPC i.e. ratio of dometic to world reference price of the commodity under consideration. EPC i.e. ratio of value added at domestic prices to value added at world reference prices and ESC i.e. ratio of valued added to domestic prices inclusive of net subsidies on tradable inputs to value added at world reference prices.


1 As explained by one of the office bearers of Edible Oils Mills Association of Rajasthan to the Author.


1 Though enforcement of such law is under the purview of the state government which are still not prepare to enforce it.


1 Ghosh Jayati, 2005, “Trade Liberalisation in Agriculture: An Examination of Impact and Policy Strategies with Special Reference to India”, occasional paper, Human Development Report, 2005.


2 SS Acharya, “Oilseeds and Pulses – Price Policy and Production Performance”  Indn. Jn. Of Agri Econ. July-Sept 1993, pp.332-333.
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