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Wanted: A Policy for Oils and Oilseeds 
A C Chhatrapati 

V E G E T A B L E oils play a n 
important part in India's eco

nomy. Nearly 28 mi l l ion acres—10 
per cent of the total cultivated land 
—are devoted to the production of 
about 5 mi l l ion tons of oilseeds every 
year. Vegetable oils in crude, re
fined and vanaspati form provide 
three-fourth of the total fat consump
tion of our people. Besides, they 
form not only an important raw 
material for soap, paints and var
nish, and lubricant industries but 
also a valuable foreign exchange 
earner (Rs 32.6 crores in 1952-53). 
It is therefore natural that the pro
motion of oil trade and industry 
should receive due attention from 
the Government of India at least 
after they accepted economic plan
ning as the basis of their policy. 
In fact, it has received an indiffer
ent treatment in the Five-Year Plan 
and since 1950 few commodities 
have experienced such violent fluc
tuations in price as vegetable oilseeds 
and oils largely due to the indiffer
ent and vacillating policies of Gov
ernment encouraging unbridled spe
culation. 

This year when sugar prices rose 
about 15 per cent, the Un ion Food 
Minis t ry swung into energetic action 
to bring down prices through large 
imports and efficient distribution of 
available supplies. It may be noted 
that the per capita consumption of 
sugar un t i l last year and of edible 
oils was about the same. Com
pared to pre-war levels the price of 
sugar is only three times higher, 
whereas the price of edible oils has 
increased nearly five times. Yet, 
in 1953 the same Ministry was quite 
unconcerned at the rise in oi l prices 
unt i l they had soared further by 90 
per cent over the prevailing high 
level. 

In Ind ia groundnut o i l accounts 

for nearly two-thirds of the total 
edible oi l supply in the country and 
the prices of edible oils fluctuate in 
the same pattern because of their 
substitutability through adulteration 
and otherwise. Hence, the follow
ing table giving annual average and 
maximum and min imum monthly 
average prices of groundnut oi l in 
Bombay may be taken to indicate 
the magnitude of fluctuations in oil 
prices: 

Groundnut O i l Prices in Bombay 

( in rupees per ton) 

It w i l l be observed that the annual 
average of groundnut o i l prices in 
the post-war years has been five to 
seven times the pre-war level and 
the seasonal fluctuations w i th in a 
year have become sharper especially 
in recent years. Thus, in the course 
of the last three years the prices 
have come down from the summit 
of Rs 2210 to Rs 1210, risen to the 
same level and again come down 
sharply to Rs 1,200 per ton. Con
sidering the fact that the oi l prices 
have shown the highest increase 
over the pre-war level among the 
sub-groups of the Economic A d v i 
ser's general wholesale price index 
series, these sharp fluctuations are 
indeed alarming. Alarming not 
only because they impose serious 
hardship on consumers but also 
because they seriously deter deve
lopment of industries using oils as 
raw material. 

A shortage of supply in relation 

to 'demand may seem to explain the 
high level of oil prices. One fre
quently reads reference to the gross 
inadequacy of fat supply in India . 
Per capita availability of oils and 
fats in India is indeed low, being 
only 9 lbs per annum compared 
wi th the world average of 22 lbs 
and the recommended nutri t ional 
requirement of 45 lbs per annum. 
However, compared to the pre-war 
period the oil supply position has 
improved considerably in recent 
years as indicated by the table 
below. 

It w i l l be observed that the total 
supply of edible oils has increased 
by 57 per cent between pre-war and 
1952. The per capita availability 
of edible oils has also improved from 
4.7 lbs to 6.3 lbs per annum. The 
increase is largely due to the restric
t ion on the export of groundnut 
seed and oil . There is no doubt 
that the consumption of edible oils 
in India has increased; significantly 
partly due to increased prosperity 
among rural and working classes 
and partly because edible oils are 
now available in a more palatable 
form as vanaspati, especially to the 
people of the Nor th who do not like 
the flavours of crude oils and can
not afford the high price of ghee. 

The frequent references in news
papers to o i l purchases by vanaspati 
manufacturers as a cause of rise in 
oil prices may give the impression 
that oi l consumption by the Vanas-
pati Industry is creating a shortage 
of oil leading to higher prices.. In 
fact, as vanaspati is a cooking me
dium used in place of oi l or ghee, 
it does not change the overall edible 
fat supply. The changes in oil prices 
referred by newspapers are very 
short term phenomena reflecting 
changes in the local demand and 
supply situation as a result of pur
chases by the Vanaspati Industry. 
W i t h a substantial rise of 33 per cent 
in per capita availability of oi l and 
a slight increase in the total butter 
fat supply, as estimated by the 
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Agricultural Marketing Directorate, 
it would be difficult to explain this 
abnormal rise in oil prices in terms 
of increased demand only. 

In the author's opinion the wor ld 
fat supply and prices and the pre
vailing conditions in India in the 
organised oilseeds and oil markets 
since the war account for the high 
level of oil prices in this country. 
As the inflationary forces began to 
gather momentum during the war, 
Government started imposing con
trols on the price and distribution 
of grains and other important com
modities. These controls were con
tinued in the post-war period—ex
cept for a short term in 1948—until, 
recently. On the other hand, no 
control was imposed on the price or 
distribution of oilseeds and oils. 
Only future trading has been ban
ned since 1943. This ban on futures 
has not curbed speculation as specific 
non-transferable delivery contracts 
have been virtually converted into 
future contracts wi th no delivery of 
goods involved and an added advan
tage of no settlement for long pe
riods. The speculative interests who 
were previously occupied wi th other 
commodities, therefore, began to 
concentrate on the oilseed and oil 
markets. The insatiable war-time 
demand for Defence purposes and 
higher civilian consumption because 
of prosperity created by the war
time activities rapidly made good 
the loss of export markets for oi l 
seeds and oils and thus provided 
a good field for speculative forces in 
an inflationary situation. 

In the immediate post-war period 
there was an acute shortage of edible 
fats in war ravaged areas. This 
coupled wi th continued inflationary 
conditions in most countries pushed 
up world oil prices to very high 
levels. Had' the Indian oil market 
been insulated from the effects of 
the world market forces by a ban on 
exports or very high export duties, 
the price level in India would not 
have increased significantly as the 
internal supply was adequate to 
meet the indigenous demand. Gov
ernment of Ind ia were, however, 
committed to allow exports to mi t i 
gate fat shortage in Europe accord
ing to quotas fixed by the Inter
national Food Emergency Commit
tee, subsequently Food & Agricultu
ral Organisation. Export duties of 
Rs 80 per ton for oils and Rs 160 
per ton for seeds were fixed not wi th 
a view to neutralise the effect of 
high prices abroad but to encourage 
seed crushing in Ind ia and exports 
of oils. Consequently, the large 
profits in the export trade, even on 

a l imited scale depending upon ex
port quotas, encouraged reckless 
bidding up of prices. Even when 
the F A O commitment for exports 
ended in 1949, Government were 
forced to continue exports to earn 
foreign exchange owing to the 
balance of payment difficulties. The 
manner in which the export control 
operated was, however, so hap
hazard that it encouraged specula
tive manipulations of o i l prices as 
indicated by the following summary 
of the behaviour of the groundnut 
oil market since the 1949-50 crop 
season. 

The crop estimate for 1949-50 
indicated a good crop. But the 
smaller crop of the previous year 
and the inflationary pressure re
leased by the devaluation of the 
rupee in September 1949 had led 
to very high oil prices un t i l the be
ginning of the harvest of the new 
crop. Yet Government anxious to 
earn f o r e i g n exchange placed 
groundnut and groundnut oi l on 
Open General Licence for exports. 
Good profits due to high world 
prices led to large-scale commit
ments for exports resulting in the 
rise of groundnut oi l prices by over 
Rs 250 per ton or 16 per cent be
tween October and February. The 
Saurashtra Government jmposed a 
ban on the export of seed or oi l 
from the State in February in order 
to prevent further rise in oi l prices 
in the State. But this only pushed 
up prices in the rest of India. The 
Central Government was then com
pelled to prohibit further export 
sales which had already reached the 
post-war high figure of two lakh tons 
in terms of kernel. The outbreak 
of the Korean war in June 1950 
unleashed a further inflationary 
pressure and the oil prices resumed 
their rising trend. The monthly 
average groundnut oi l price for 
August 1950 was Rs 1981 per ton, 
a record level. 

The arrival of the harvest season 
brought down the price to Rs 1773 
in October. However, Government 
disregarded the lesson of the pre
vious year announced a quota of 
28,000 tons for groundnut kernel 
and placed groundnut o i l and HPS 
groundnut on O G L . The heavy 
demand for stock-piling abroad and 
consequent high prices enabled ex
porters to build up huge commit-
ments and push up Indian oil prices 
by Rs 300 per ton to Rs 2058 in 
January 1951. Government once 
again had to ban further export sales 
f rom February and to arrest the 
rising trend in oi l prices decided to 
impose an export duty of Rs 80 per 

ton on groundnut and Rs 150 per 
ton on groundnut o i l from 1st M a r c h 
1951. However, the slackening of 
demand for stock-piling and larger 
supply reversed the world trend of 
price level in June and the Govern
ment in a belated effort tried to 
bring down the price level by i m 
posing an export duty of Rs 300 per 
ton on all oils and Rs 150 per ton 
on al l oilseeds from 1-7-1951. This 
step broke the boom in oil prices 
and brought a sharp fall to Rs 1688 
in August. 

Government became conscious of 
the mistakes in the past two years 
and announced that no export would 
be permitted un t i l the crop position 
was known and further the export 
quotas would be staggered over a 
period to prevent pressure on prices. 
This export policy combined wi th a 
disinflationary monetary policy ac
centuated the fall in prices which 
ended in a sharp slump in March 
1952. Government fearing depres
sion came to the rescue by abolition 
of export duties and liberal export 
quotas which led to a large increase 
in prices again from Rs 1137 in 
March to Rs 1,523 in September 
1952. W i t h the arrival of the new 
crop season the prices declined and 
rumours of the late export quota led 
to a sharp price decline in Decem
ber. Government anxious to secure 
a better price for the farmer d id 
not wait for the crop estimates and 
declared an export quota of 40,000 
tons in terms of o i l . The crop, 
however, proved to be a very short 
one and Government unaccountedly 
continued to take steps to encourage 
exports which enabled speculators 
to push up oi l prices to 1951 record 
levels and above wi th the ground
nut o i l monthly average reaching 
Rs 2,200 in July 1953 as against Rs 
1,335 in December 1952. Bombay 
and other State Governments also 
helped to raise oi l prices by trying to 
requisition oilcake for cattle feeding 
in famine areas at ridiculously low 
prices. The U n i o n Government 
belatedly realised their error and 
reversed the policy in June by i m 
posing a ban on further exports and 
allowing liberal imports of palm oi l 
and cottonseed oil for use by the 
soap and vanaspati industries. Gov
ernment also announced that no 
further export w i l l be permitted 
un t i l the position of the next crop-
was known accurately. This com
bined w i th the approach of the new 
crop led to a decline in the price 
level to Rs 1500 average for Novem
ber. Al though the last crop was a 
normal one, the anticipation by 
farmers of higher prices led to the 
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hoarding of the crop and the price 
level showed some rise. The deter
mination of Shri T T Krishnama-
chari to see that the price level of 
edible oils is brought down to rea
sonable levels by restricting exports 
and the expectation of unloading of 
the hoarded crop prevented undue 
rise in oil prices and recently the 
arrival of the monsoon and the in 
ability of the fanners to continue to 
hoard the previous year's crop have 
led to a decline in the oi l prices. 
Even the current price of groundnut 
oi l of Rs 1200 per ton is not unduly 
low as it is over 4 times the pre-war 
level, whereas prices of other com
modities stand at a much lower 
level. 

It is evident that the present sup
ply of edible oils in India is just 
adequate to meet internal demand 
at reasonable prices. Groundnut 
and its oil , however, fetch attractive 
prices abroad. Therefore, even 
marginal exports lead to a rise in 
Indian prices. Before the war the 
groundnut trade depended largely 
on exports and its market still re
mains oriented to export trends al
though domestic consumption is 
adequate to absorb the existing 
supplies. This probably explains the 
out of proportion importance given 
to export possibilities in determin
ing the price level. Government 
policies, both State and the Central, 
have helped in accentuating price 
fluctuations. While moderate price 
fluctuations arc inevitable in com
modities whose supply depends on 
the vagaries of nature, a rational 
policy wi l l go a long way to mi t i 
gate the fluctuations of the type 
witnessed recently in the oil market. 
The object of such a policy should 
be to maintain adequate supply of 
oi l wi th in the. country to meet the 
indigenous demand and, if neces
sary, utilise export duties as well as 
export and import quotas for sta
bilising price level at home. 

Reliable data regarding crop and 
oi l output are absolutely essential 
to the determination of any policy 
regarding oil exports and imports. 
Unfortunately, the present crop 
estimates based on reports of village 
officials are considerably out of 
mark. The estimates of groundnut 
( in shell) crop of 28 lakh tons and 
37 lakh tons in 1952-53 and 1953-
54 are too optimistic as proved by 
the subsequent market behaviour. 
Government relying on this esti
mate failed to heed the warning of 
oil shortage and continued measures 
to encourage exports unt i l it was 
too late in 1953. Recently attempts 
have been made to introduce sample 

surveys of crop cutt ing as the basis 
of estimating the crop. It is to be 
hoped that active steps w i l l be taken 
to secure more reliable crop esti
mates. Indian Central Oilseeds 
Committee should t ry to obtain seed 
crushing and oil output data from 
oi l mills promptly. At present only 
incomplete data is published by i t . 

Although fat is an important con
stituent of human diet, .Govern
ment have not classified edible o i l 
seeds as food and little attention has 
been paid to improve oilseeds pro
duction. Although in the Colombo 
Plan a target of increase in oilseeds 
output of 30 per cent was pre
scribed, the Planning Commission 
anxious to concentrate on the achie
vement of self-sufficiency in grains 
fixed only a modest target of an 
increase of 4 lakh tons in oilseeds 
production. This increase, if achiev
ed, w i l l be just sufficient to maintain 
the present level of per capita oi l 
supply at the current rate of i n 
crease in population. While there 
are ' Grow More Campaigns ' for 
foodgrains and even for industrial 
raw materials like cotton and jute, 
little has so far been done to en
courage cultivation of oilseeds. The 
Indian Central Oilseeds Committee 
has achieved little for want of co
operation from State Governments 
and procedural difficulties in getting 
schemes for multiplication and dis
tr ibution of improved seeds sanc
tioned by the Central Government. 
Most of the schemes proposed for 
achieving the modest target of the 
Plan remain to be implemented 
awaiting sanction of the Govern
ment of India. 

Undoubtedly, there is a tremen
dous scope for increasing oilseeds 
output as the current yield of al l 
oilseeds is about half to one-third 
of the best yields obtained in other 
countries. Average yield per acre 
of groundnut in India is 763 lbs 
compared to 1526 lbs in China and 
932 lbs in Java. In sesamum Paki
stan obtains twice as much yield per 
acre as India. The recent proposal 
of Mr Ramdas Kilachand for a tar
get of 7.5 mill ion tons of oilseeds 
output in the Second Five-Year 
Plan is, therefore, not difficult to 
achieve if intensive methods of cul t i 
vation are applied. 

Indeed a strong case can be made 
out for the promotion of groundnut 
cultivation even at the expense of 
millets. Groundnut requires rela
tively poor soil. Being leguminous 
it enriches the soil, whereas millets 
usually grown on such land reduce 
the ferti l i ty. To the farmer ground
nut is a very profitable crop yielding 

2½ to 3 times the return obtainable 
w i t h millets. Groundnut not only 
yields o i l for human consumption, 
but its oilcake is also rich in protein 
which may either be fed to cattle 
or after processing used for human 
consumption. The reason why 
more land is not devoted to ground
nut despite its high prices is the 
restriction placed by some State 
Governments on cultivation of non
food crops. Now that we have 
achieved self-sufficiency in food it 
is hoped Government w i l l remove 
this restriction at least for edible 
oilseeds. 

From the viewpoint of foreign 
trade groundnut for edible purposes 
and edible oil for consumption as 
well as processing are highly valued 
abroad and they fetch higher prices 
than other oilseeds and oils. It 
would, therefore, be economically 
advantageous to India to produce 
more groundnut even at the expense 
of cereals, export the surplus seed 
and oil and import millets and 
other grains. 

The total supply of edible oils 
in the country can also be improv
ed materially by a rational use of 
the existing fat resources. India is 
the only large producer of cotton 
which fails to use cottonseed as a 
source of edible o i l . The present 
output of 13 lakh tons of cotton
seed can, if crushed, yield about 
1.5 lakh tons of edible oi l , an addi
tion of 15 per cent to the total sup
ply without a single acre of extra 
land. Fur ther it can provide 
enough linters to meet the entire 
basic raw material requirement of 
the acetate rayon plant at Hydera
bad and also enough cottonseed 
cake to feed cattle in place of the 
whole seed. 

As crude cottonseed oi l is too 
dark in colour and unpleasant in 
taste, it is not generally used for 
consumption wi thout refining. This 
and the need for special equipment 
for crushing cottonseed have im
peded development of cottonseed 
crushing. At present only about 
8000 tons of cottonseed oil is pro
duced in the country. The Union 
Government, while appreciating the 
need to augment edible o i l resources, 
are reluctant to encourage cotton
seed crushing because whole cotton
seed is at present being fed to cattle 
and the rural interests are against 
encouragement of cottonseed crush
ing. Extensive research in other 
countries has proved that whole 
cottonseed Containing l in t and 15 to 
25 per cent oil is not good for cattle. 
Yet Government are awaiting results 
of the elaborate investigations spon-
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sored at the Izatnagar research in 
stitute on the relative nutrit ive value 
of cottonseed and its cake as cattle 
feed. The experiments have already 
taken 4 years and the final results 
are unlikely to be available for 2 
more years. Cottonseed crushing is 
therefore unlikely to receive any 
encouragement from Government 
for some time. This is unfortunate 
as cottonseed oil as alternative to 
groundnut oil in vanaspati can 
reduce the pressure on the ground
nut oi l market when its crop is 
short; otherwise groundnut o i l , if 
found surplus, can be exported to 
earn foreign exchange. 

As the total world supply of oils 
and fats is now adequate and the 
wor ld oi l prices are reasonable, it is 

possible to utilise export and import 
polities for mitigating sharp fluctua
tions in o i l prices. To illustrate, in 
1953 when the shortage of ground
nut raised the price level in India 
to fantastic heights, had Govern
ment decided to allow liberal i m 
ports of palm and cottonseed oils 
for use in soap and vanaspati in 
February or March prices would 
not have risen so high. Similarly 
export of groundnut and groundnut 
oi l , when there is surplus, w i l l im
prove the price level wi th in the 
country as they fetch attractive 
prices abroad compared to other 
oils. It is indeed possible in normal 
times to maintain oil prices at rea
sonable levels wi th in the country 
and still earn foreign exchange by 

permitt ing export of groundnut o i l 
and liberal imports of palm and 
other cheaper edible oils for use in 
vanaspati. 

Although Government have Rea
lised the need of regulating forward 
trading, the Forward Contracts Act 
remains to be implemented. The 
unhealthy manipulations of markets 
are a common feature in India. The 
abuse of non-transferable specific 
delivery contracts for forward future 
trading in the organised markets is 
continuing in the absence of an 
effective control on the market. It 
is to be hoped that Government 
w i l l take effective steps to check 
such malpractices in forward trad
ing which would help to prevent 
avoidable fluctuations in prices. 


