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For several years past, India's oil economy has been running a deficit on balance though the country remained 
a traditional exporter of edible oils. 

Last year, however, it experienced all the severity of a famine in edible oils. 

To those familiar with the state of affairs in oilseeds development under the Five Year Plans, this was not 
unexpected. 

In the last seven years, the author's several articles in this journal had warned of the impending crisis. 

And yet the acute oil scareity in 1964 came as a complete surprise. 

A FTER the Chinese aggression in 
1962 edible o i l prices had declin

ed significantly and remained through
out 1963 at levels which enabled near
ly 77,000 tonnes of groundnut o i l to 
be exported from an average crop and 
no shortage was felt. In the 1963-64 
season, under the impact of a record 
groundnut crop, o i l prices remained so 
low in the first four months that ex
ports continued to be highly remunera
tive under the export incentive sche
me and again 74,000 tonnes were sent 
out, this time in a period of six months. 
T i l l A p r i l there was no inkl ing that in 
the following six months there would 
be such an acute shortage of edible oils 
as to provoke mass political agitations, 
as in Gujarat. 

The upward spiral in edible oi l pr i 
ces started from March last year on 
reports of the failure of rabi rape, 
mustard, linseed and sesame crops and 
it gathered momentum from reports of 
heavy exports which, in fact, were al
ready over by then. The rapid rise in 
prices of foodgrains and other essential 
commodities in the context of a stag
nant production and steep increase in 
money supply helped the bullish senti
ment. The price of groundnut o i l 
rose from about Rs 1,700 per tonne in 
December 1963 gradually t i l l A p r i l and 
then crossed the previous record level 
of Rs 2,300 in June. Mustard o i l rose 
from Rs 2,200 per tonne to over Rs 
3,500 in Calcutta in the same period. 
W i t h increasing inter-State restrictions 
on cereals, the prices of foodgrains in 
deficit States broke all bounds. So spe
culators began to concentrate on com
modities l ike oils in which trading was 
permissible and the prices of which 
seemed low in comparison w i t h those 
of foodgrains. 

Gujarat Ban 

Since the Shastri Government could 
not persuade the surplus States to re
move zonal restrictions on movements 
of foodgrains, the people of Gujarat, 
i rked by rising cereal prices, demanded 
the groundnut o i l , the only edible item 

in which the State is surplus, should 
not be allowed to go up in price. They 
demanded a ban on the export of 
groundnut from the State. W i t h the 
consent of the Central Government, 
Gujarat imposed a ban to be followed 
quickly by Ut la r Pradesh and Madhya 
Pradesh, As these States are the major 
sources of supply to the rest of the 
country, prices soared further. Ground
nut oi l touched Rs 3,250 per tonne in 
Bombay and mustard oi l was not avai
lable in Calcutta at even Rs 4,500 per 
tonne. People had to do wi thout o i l 
and vanaspati in many parts. 

Curiously enough, the estimates bas
ed on crop protection figures for 1963-
64 show only a marginal decline in 
supply as w i l l be evident from the 
Table 1, and do not justify at all the 
famine-like situation. 

Considering that groundnut oi l pr i 
ces in 1962-63 were below the levels 
of the previous years indicating a com
fortable supply position, the supply 
situation of 1963-64 should warrant 
only a moderate rise in price, not a 
famine. But the famine was a reality 
as could be seen from the continued 
high prices of groundnut and t i l oils 
after the 1964-65 crop had come to 
the market. The August Pollachi 
groundnut and the September-October 
sesame crops disappeared in current 
o i l consumption w i t h ^ i t t l e impact on 
prices. The early groundnut harvests of 
Karnataka, Vidarbha and Khandesh 
were also absorbed before the major 
Gujarat and South Indian crops were 
available. Despite reports of another 
record groundnut crop, the hunger for 

oil in all parts of the country was so 
great that nearly one lakh tonnes of 
oi l was purchased in a few days in 
Gujarat after the removal of the ban 
in late November and the prices in 
Bombay, Delhi, Calcutta remained 
above the all time record levels of 
previous years. 

Carry Over Stocks Not Known 

Part of the explanation for the oi l 
famine must lie in the unknown chan
ges in carry over stocks of oils and 
oilseeds from one crop year to another. 
There is no organisation in India to 
collect statistics of disappearance and 
stocks of major agricultural commodi
ties. Even in this fourteenth year of 
planning, we do not know the quanti
ties of oilseeds crushed and oils pro
duced. We must therefore rely on an 
intelligent surmise. 

Considering that our population is 
rising at the rate of nearly 11 mi l l ion 
a year, the maintenance of the meagre 
level of per capita o i l consumption i t 
self requires an additional supply of 
nearly 40,000 tonnes of the o i l a year. 
At the beginning of the Second Plan, 
the per capita availability of the ma
jor edible oils—groundnut, mustard 
and til—was of the order of 3.5 kg. 
It gradually declined except in the 
bumper crop year of 1958-59 and the 
supply was adjusted to demand through 
rising prices. 

The decline in the price level thro
ugh disinclination to hold stocks after 
the Chinese aggression in October 1962 
must have stimulated consumption. 
This and higher exports from the 

Table 1 : Crop Estimates and Oi l Supply 
(lakh tonnes) 
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average supply must have been possible 
only through reduction in carry over 
stocks. The 1963-64 groundnut crop 
was 10 per cent better but it had to 
meet the further growth in demand 
and continued exports at the previous 
year level of 75,000 tonnes and there 
was l i t t le pipe line stock to fall back 
on. Then came the failure of the 
mustard crop and a loss of nearly 
one lakh tonne of o i l according 
to Government estimates (the trade 
estimates placed the loss at nearly 
twice this quantity). The rising y r i -
ces encouraged hoarding all round and 
accentuated the shortage. Inter-State 
bans bottled up some supplies in sur
plus regions Naturally in deficit areas 
l ike Bombay and Calcutta, the prices 
sky rocketed and the famine appeared. 

Progress in Production Slowest 

Thus the primary cause of the oi l 
scarcity was the failure of oilseed pro
duction to keep pace w i th the min i 
mum growth in demand on account of 
increasing population, let alone rise in 
the l iving standards and exports. 
Among major crops, the progress in 
oilseeds production during the last 14 
years of planning has been the slowest. 
During the Second Five Year Plan the 
shortfall in the target achievement was 
55 per cent. The Second Plan target 
has not been achieved even in the first 
three years of the Th i rd Plan which 
envisaged further 37 per cent rise in 
oi l output to meet the anticipated de
mand. Planning Commission is now re
conciled to achieving the Th i rd Plan 
target of 98 lakh tonnes only at the 
end of the Fourth Plan though demand 
estimates place needs at a s t i l l higher 
figure. It would thus appear that high 
oil prices and occasional o i l famines 
when the crops are poor would be the 
common feature of our economy for 
some years. 

The recent efforts of the Vanaspati 
Industry in groundnut extension have 
clearly established that the available 
know-how can improve yields by 30 
to 70 per cent in soils of varying fer

t i l i t y and varying rainfalls. The popula
risation of these improved methods 
over the 17 mi l l ion acres under ground
nuts presents a task which is clearly 
beyond the competence of the present 
extension machinery which is manned 
by ill-trained, ill-equipped, poorly paid 
men. The supply of production credit, 
fertilisers, plant protection chemicals 
and improved seeds in sufficient quan
tities has yet to be organised and may 
take a long time. 

Lack of Inputs 

Since our agricultural research has 
not been 'problem oriented' and docs 
not seek to improve yields wi th avail
able inputs, say, through scientific 
water and soil management, we cannot 
increase yields t i l l our production of 
agricultural chemicals rises substan
tially to make use of the results of 
researches for higher productivity. Un
fortunately the progress in the agricul
tural chemical industry has been ex
tremely poor in the current Plan. 
Therefore, the package programmes 
wi l l be greatly handicapped by insuf
ficient availability of these inputs in 
the Fourth Plan also. A real break
through in oilseed production wi l l 
therefore take a long time. 

U n t i l the production of oilseeds 
catches up wi th demand, the primary 
task of Government should be to avoid 
the unfortunate experience of 1964. It 
implies a quick appreciation of the 
changing situation in the oi l market 
and a well coordinated policy on such 
questions as exports, forward trading 
and imports of soyabean oi l and tallow. 

First, Government should review the 
need for forward trading in oilseeds 
and oils. Forward trading has an im
portant function of smoothening out 
fluctuations in prices of agricultural 
commodities produced seasonally over 
the consumption period and help hedg
ing of export risks, However, when 
farmers have already developed capa
city to hold back crops for better 
prices as evident from the arrival re
ports of recent years and as forward 
markets subject to frequent administra
tive interferences do not provide effec
tive hedging facilities to stock-holders, 
these objectives remain unfulfilled. The 
forward markets today are only a meet
ing ground of speculators manipulating 
prices for short term gains. The For
ward Markets Commission is often 
helpless in regulating the activities of 
the speculators. So long as the overall 
o i l supply lags behind demand, would 
it not be in the interest of the econo
my to abolish this venue of gambling 
and price manipulation ? 

Exports of groundnut o i l when edi
ble oi l supplies .are insufficient have 
been the subject of frequent popular 
criticism. But these exports have a 
sound economic basis, India has to i m 
port hard fats for soap making as the 
indigenous production of hard fats — 
coconut, mowra, tallow — is grossly 
insufficient to meet the needs of the 
soap industry. In recent years about 
90,000 tonnes of palm oil and copra 
(in terms of oil) valued at over Rs 12 
crores are being imported. Since 1962 
Government have found difficulty in 
providing so much foreign exchange 
from the general reserves. In these 
circumstances, the soap industry would 
have been forced to use edible oils 
like groundnut and cottonseed for 
making soap. As groundnut oi l is not 
a good oil for soap making and as it 
fetches bigger price abroad compared 
to the import cost of palm oil and 
copra, the industry suggested an ox-
change of groundnut o i l which it would 
have used for soap making for palm 
oil through export incentive scheme. 
Government accepted this and the 
country has been able to earn foreign 
exchange for meeting the soap indus
try's fat requirements through exports 
of groundnut oil which would other
wise have gone into soap making. 

Government, however, did not l imi t 
exports to those who required copra 
and palm oi l for their own use and 
allowed all and sundry to participate. 
Consequently, whenever exports were 
remunerative under the incentive sche
me, there was a scramble for exports 
pushing down groundnut o i l prices 
abroad and forcing internal prices up. 
Thus in its anxiety of building up ex
port performance, Government allow
ed indiscriminate exports of edible oils 
and brought about a crisis. When ex
ports are resumed, to avoid similar ex
perience in future, only the actual 
users of the imported raw materials, 
i e, the soap industry, should be allow
ed to export groundnut oil and that 
too in a manner which does not push 
up unduly the domestic prices. Further, 
as the country is likely to remain short 
in hard fats for a long time, it may 
be desirable to encourage the growth 
of the synthetic detergents using pro
ducts of the petro-chemical industry 
rather than soap requiring vegetable or 
animal fats. 

PL480 As Stabilizer. 

So long as the United States has sur

plus edible oils it may be possible to 
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prevent undue rise in the edible oil 
prices in India through judicious im
port of soyabean o i l under PL480 at a 
small cost in foreign exchange for frei
ght. Here again, there is a need for 
prompt decisions, If Government had 
been quick to react to the suggestion 
to import soyabean oi l in last A p r i l 
when reports of the failure of the mus
tard crop were confirmed, the country 
could have avoided the famine and 
its aftermath in the continued high 
prices even in the current crop season* 
The delay has been entirely due to 
lack of coordination between the M i n 
istries and the inabili ty of some M i n 
istries to appreciate the overall impl i 
cations of the developing situation. It 
may be useful to continue imports of 
soyabean o i l and tallow for some years 
wi th a view to stabilising the oi l mar
ket, and the quantity may be varied 
wi th the size of domestic o i l output. 

Record Oilseeds Production In 1964-65 
EDIBLE oilseeds p r o d u c t i o n 

has been very much bet
ter in 1964-65 than last year, 
according to official reports. The 
groundnut crop of 1964-65 is reported 
to have surpassed the record level of 
53 lakh tonnes reached last year by 
as much as 14 per cent and production 
is estimated to reach a level of sixty 
lakh tonnes. The increase in the al l -
India acreage under groundnut is only 
of the order of five per cent. A large 
part of the rise in production is, 
therefore, attributable to improvement 
in yield per acre. Practically every 
State has had a higher groundnut pro
duction than last year. Gujarat alone, 
which has one-fourth of the national 
acreage under groundnut, is estimated 
to have shown an increase of 17.5 per 
cent in outturn over last year. 

Sowings of rapeseed and mustard, 
which is a rabi crop, took place under 
favourable , weather conditions this 
year. The acreage this year is report
ed to be larger than last year. Unlike 
last year, there has been no natural 
calamity like frost and shortage of 
winter rains so far this year and the 
crop is reported to be flourishing un
der ideal weather conditions. In the 
States of Uttar Pradesh and Punjab, 
which account for more than three-
fourths of the total crop, the acreage 
is reported to be more than in the 
previous year. On present information, 
the outturn of the crop is expected to 
be much better than last year's produc
t ion of nine lakh tonnes; it might 
even be better than 13 lakh tonnes of 
1962-63. 
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