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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as a u t h o r i d  
by the Committee, do present on their behalf this Forty-third Report a 
Appropriation Accounts (Civil) , 1966-65 and Audit Report (Civil), 1968 

2. The Appropriation Accounts (Civil) . 1%6-67 and Audit Report 
(Civil), 1968 were laid on the Table of the House on the 3rd April, 
1968. The Committee examined the paragraphs relating to the Mink 
uy of Food, Agriculturc, Community Dcvelopmcnt and Coopentioo 
(Department of Food) at their sittings held on tllc 3rd July (AN) and 
4th July (FN) , 1968. The hfinutcs of these sittings form part of tho 
Report (Part 11) .. 

3. The Comniittee considered n ~ ~ d  finalised the Report at their sitting 
held on the 25th January, 1 9 0 .  

4. A statenlent showing the summary of the maiu condusionslrecorn- 
mendations of the Committee is appended to the Report (Appendix 
VII) .  For facility of reference these have been printed in thick type h 
the body of the Keport. 

5. T h e  Comniittce place on record their appreciation of the a& 
tance rendered to them in their examhation of these accounts by the 
Comptrolicr anti Auditor Gencral of India. 

6. T h e  Comrnittec would also like to express their thanks to the 06 
cars of the Department of Food, for thc co-opcration extended by then  
in giving itifornliition to the Committee during the course of evidence. 

NEW DELXI; M. R. MASANI, 
Frbruaq  ( I ,  1969. 
-- -- - - -- 
Muglra 17, 1890 (Sakn) 

Chairman, 
Public Accounts Committcr. 

-- 
'Not printed.(One cyclostyled copy l a d  on the Table of the Hansc and five C O D ~  

placed in Parliament Library). 



I 
MINISTRY OF M)OD, ACRICULTIIRE, COMMUNITY DEVELO?- 

MENT AND CWPERATION 
(DEP..\RTMENT OF FOOD) 

Audit Report (Civil), 1968. 

The State 'I'radiug Sche~nr for the purchase of foodgrains inrrmluced 
in 1943-44 continued during the year 1966-67. 

1.2. The  xhanc which showed a profit of Rs. 56 crores during 196566 
resulted it1 a loss of Rs. 93.28 aores during 1966-67-the net cumulative 
foss t o  cnd of 1966-67 bring R\. 235.90 rrores. 

1.3. I'roforn~a accounts of the scheme for 1966-67 prepared by the 
Ministry are incorporated at Appendix 1 to this report. 

1.4. A broad analysis of the transactions during thc p r  1966-67 and 
the previous t l irte  years is given below:- 

196344 1964-65 1 9 5 5 4  1966-67 
-- - -  --- - - - --- -- 

.(i) Value of purchaqes . . 235'89 364-84 378.06 589.08 
i ,  Vdlue of sales . 240'05 352-18 448985 491'34 

(Ti) Loss (--)/Profit (+) in 
the Scheme- 
(a) Loss (-)/ Profit ( -&] 
on transactions (excluding 
value of grain lost in trm- 
sit an3 in distribution) . 1963-64 1964-65 1965-66 1-67 

(-) 21~00 (-)r8-40 -4+)69-83(-)78.36 
jb) Other Losses . . (-)1*o6 (-)1.52 (-)1'32 (-)2*27 

(c) Indirect expenses . (-)6* I I (-)6.66 (--)6.37 (-17.77 

TOTAL . . (-133.88 (-133.94 ( +)56*00 (-193'28 
- . .  - .. ....-. - .---- 

[Pa.-qraph No. 82, Audit Report (Civil), 19681 



1.5. 'I& Committee pointcd out  &hat the total cumulative losses on 
rhc d c m c  from its inception to the end of 1-7 amounted to 
RB. .235.W crorer. T h e  101s during the year 1966. 67. according to the 
proforma accounts, was Rs. W.28 crorcs and if to this, the net rlrbit 
balance in the proforma ~ r u u r a n u  fund t ~ a ~  added, the total loss dur- 
ing tbe year worked out  to R\. 94.19 mores. The Commitwe enquir- 
ed whether the reasons for s ~ ~ c h  heavy losses had been investigated and 
whether there w u  any scope for curtailing thew losses. The .Secretan. 
1)cpartrncnt of Food, statctl ;hat the gcncral policy in regard to the 
rchme was to work it on a n w j ~ o f i t  nrb-loss basis. O Y C ~  the years, due 
to the policy of Government of subsitiising foodgrains and selling them 
to vulnerable wctions of the population bclow cconomic cost, losses had 
nccumulatcd. In the )car 1!365, therc was .I revision of policy and Gov- 
ernment rlccidcd t11.1t wbsitlv 011 the d i m  ibution of foodgrains should 
be gradually withdrawn. Punu.trit to this  c1r.t irion, the inue prices of 
food-grains were raised with t.fft-c t f~ om 1st Januar). 1965 and a p i n  with 
effect from 15th Novcmbrl, 1965 'Slww ~rpwrtrd revisionr of issuc price5 

expected to c1imin;ltr tlw Iows in the scheme and rcsdt  in a p r e  
ht,  but thr  clcvallratinn of the. rupee rcverwd the procets. "The cco- 
namic Cost of imported whc.,tr which was RF. 42.85 bcfore tlev.~lurrtion 
became Rs. 66.3!) pcr q u i n ~ d  'I'hc prirc of coarse rice whiclt was cal- 
culated on a p l e d  brois with inciijicnous rice jumpcd from Ks. 70.74 
hcforc devaluation to K5. 89.68 per quintal. The cost nf milo, which 
U S C ~  to tx about Ru. 38.72 per quintal t)cfore t leuluat  ion. increased 
to Rs. 54.16 pcr quint;rl" Ik\:rloation w a s  t l ~  mijor f m o r  which waq 
responsible for 11w leks durirq I!)trt'i(i7. t11 t  c > t l w  I w i n ~  the inrremr in 
tfw price of locally procurrtl p i n \ .  cluc to Government's polirv of cn- 
nuring an inrc.nrivc price to t h ~  f.irmrr In  ;I note r~rhscr)l~cntlv ~ u b  
mitttrl to tlw Commirtcc. thr Ikpartmrnt h : ~ w  statcd th:~t the loss on 
account of tlrval~~:itin~r w;r\ . ~ l m ~ t  RI 1 ( 1  r r t s  ' ' k c  of (ling to the 
profornu ;~c-counts, tlrr locr  for thr  wnr I'ltb6 67 is Rr. V3 28 crorcs. Thus, 
but for dcv:~luation, thc uc.hcmc would h:ivc, reflcctecl a profit of nearlv 
Rs. 36.62 crores for 1966.67'' 

1 .G. Explaining the dcveloprnenrs in r q . 1 1  c i  to Governnwnt's policv 
of snbsitlisntian, the witness stnrtd t h r .  to ~crllrre the Qu:tnrlrm of sub 
rich, upward revisions in issue price w r c  mnrlc ar;~tlunll\, till the end of 
Iw7. From 1st January 1968. the subsidv W:IS completely aimlished in 
thc case of indigenous foot1rr:lins and imported wheat. ''The subsidy 
now ecvists only in the ci1.C o f  imported rice and imported milo. The 
quantum of subsidy in the cnsc nf imported rice is estimated to be about 

*R% 2 77- 11 Crows after t a k i n ~  into nccount the debit bnlance in the pmfom- 
insurance Fund. 



,Ks. 39 per quintal, while in tlic caw of impr tcd  milo, it is cst iru,~~ul 
a t  about Rs. i per q11int.11. For the ye.tr l!W-G!S. the subsidy on import. 
eJ fmt lps im is estint:rted to he about RF 105.78 crortv. For the fin.rncl.ll 
year 1Yti8-ti!). the t o t ~ l  st;l.cidv on tlw digttibtltion of irnportai food 
grain.i as shown in the Ruclp-t cstimc~tc\ is Ks. I .ti3 crotes." 

1.7. T h e  Committee drew the attention of thc witness to the follo~v- 
ing position in rcgard to grains sold and loses incurred in 1966-67:- 

Loss (csclusive of in- 
tercst nnd indirect 

Quantit) sold c.h:~rges) incurred 
(in Idihs of tonne1 ( i n  crores rupces) 

Other grains . 20.67 23'16 
. . ~ . . .. --- ,...--.- -.-- 

1.8. 'The Cornlnittec cnquircd why the loss in respect of rice was ~nucll 
higher than for other grains. T h e  witness statcd that the loss was higher 
in the case of rice, tluc to thrcc reasons. One was tlcv:rluation, thc second 
the shaq) r i m  in thc intern;rtional prices alrd tlw third. payrncnt of 
higher proc-urcment pric-cs within the country itwll. 

1.10. Thc Comnrit~cc nocr that the State Trading scheme in f c w x l -  
grains resulted in a loss of Us. 94.49 crores in 19fifi.fi7, out of which 
Ks. 23.18 crorea waq the ltrss on wheat, Rs. 3 4 2 9  crorc5 on  rice, and 
R s  23.16 crores on other grains. While the Comrnirtr~ notc that thc main 
rea.wn for these loses was devaluation, which nctcc~~sitatccl ~ubsiclising 
o f  imported pa ins  an a 1;ir~er scare than Iwforc., thcy would likc to 
draw the attention of Covc~nmtnt  to the rcxommendations made in 
para 4.55 of their 27th Report (Fourth b k  Sahhs) where they had 
suggestid that Government dwuirl critically review the entire function- 
ing of State Trading in fowlgrains and in particular the p a n t  of ~b 
nidv on rice and other foodgrains in the light of the requirements of the 
country.and the accumulated lawes suffered so far in respect of each 
t )p?  of foodpains. T h e  Committee understand that their recmmen- 
datians arc still under the consideration of Government. They would 
like Government to expedite their decision in  the matter. 

-- - - ---- ---- 
f T h e  su'lsidy eqtimated at the time of presentation of budget for ~96849 Was 

Rs. 21, per q~nta l  vlde page 71 of the Explanatory Memorandnrn on budget 196869. 



I . l  I .  'l"hc <hmmittte pirrted out that storage and transit losicn 
mount ing  to 34,523 lonncf and 53,703 tonno  were awaiting rcguluisa- 
tionjadjustmmt at tlrc em1 of 1961667 u against similar loucs of 24.825 
ionntr and 52.653 tonne  at thc beginning of the year. They asked 
whether thc I m m  had inc~cared and if so why. The witness stated that 
an indication whclhrr that lam were increasing or decreasing would bc 
availahlc lrom rlw following figure of pcrccntaRc lo%w dirring the last 
few )earn. 

S. Nem .r (4  Rcgi~m Year Quantity Quantity Perccntngc 
so. Storcd* lost* oflos! 

(in tcmncsj (in tonncs)'j 

2 Southern 

4 Eastern W65-66 9,82,262 2,470 0 '25  

1966-67 12,W.3W 441 0.04 
1967-68 9.0+183 731 0.08 

.- .- - - - -< -- - - --. -. -.- -- 
1.12. The overall psi t ion regarding quantity ol foodgl a i w  \to~ecl i t l ~ c l  

that lost for the three yearr ending 1967-68 was ar follow:- 

l%e Committee drew attention to the data given in the Audit paragraph 
about storage losscs in respect of rice and wheat. The quantity of rice 
lost was 20,546 tonnes while the Loss in respect of wheat was 13,704 
_- -L_ 

*Figurn as rspplicd by the Deplrtmnt of Food and amended by Audit. 



mnnes 'I'he quantities of l l le~c gmi~ls ha~~dlcrl were 7,91,753 tunaes and 
69,36.527 tonnes rcspectivel). The  Committee asked why the storage 
lolam in respect of ricc WCIY SO high in relation to thc 10s. in respect ot 
whcat. In a notc, the Ikpartmcnt have stated that although during the 
year 1966-67. "the quantit! of ricc pu rchad  was less than (the quantity 
of) wheat, u this was a drought year, dcspatdws (of imported gritins) had 
to be macle from the p r t s  dircctly to the State (.ovctrrments atrd other 
<onsignm ttith the result that ver) littlc of rhrsc grains callre to bc 
stored in the C;ovcrtlrnclrt storage depot*. Consequently the bulk of the 
rim store! in the C;overninent yJowns wa\ of the indigenous vrrict). 
-4s the moistulc content ot indigtnous rite (16%) is comparatively 
higher .IS cu~nparcd to imported foodgains (I.l?G )), t l~c  10% in driagc due 
to storage har lunl more in the raw of ricc th;m in LIK rase of whcat." 

1.13. The <'mmittrr- find that storage IOJK~ in r q u x t  of ricc have 
k n  much higher. than .similar lovscs in respect of wheat. During 1966- 
67, the l o s  in storage in respect of ricc was about 2.5% of the quantity 
stored. against a lolls of 0.2% in rmpcct of wheat. While the Corn- 
m i t w  notc C.ovcrnrnent'r cxpliuaation that the higher percentage of 
lore war due to higher moisture content of indigenous rice and the re- 
lativelv Lmcr quantitics of that ~ a i n  stat-al. they ftvl that the matter 
needs further study by Governmcnt, with a vir\v to devising effwtive 
m e w r m  to reduce the 1ome.s. 

1.14. In regard to t.ricnrit Imsc~, thc lollowing data about the lmscs 
incurred during tlw three \car$ ending 196'XiR W;IS furnished to tlrc 
< :ommittce:- 

Quantity Quantity %age of 
Yew transported lost loss 

in tonnes in tonnes 

Rice 1965-66 5,71,712 2,397 0.4 
1966-67 2,033597 917 0.4 
1967-68 1,999542 1,091 0 . 5  

Ewplaining the overall position in regard to transit losses, the Secretary 
of the Ministry informed the Committee that the percentage for transit 
losses were 0.29. in 1965-66, 0.49 in 1966-67 and 0.27 (provisional) for 
1967-68. The loss in the year 1966-67 was relatively higher because in 
that year, due to scarcity conditions, Government had to handle about 10 



million tonnes of foadgrains. "Sewux d Lhe requirement of urgent 
movements t o  the States diuing this period wc had to rtllurt unfortunately 
to loading in open wagons which we would not normally do..  . . we had 
LO do it clymially when the Railways were not in .I position to provide 
covered wagons lor the entire quantity." 

1.15, 'I t r c -  (;ommittee drew the attention of the r)cpartment to report% 
in the IDrc%5 ;;~txrut t1;rmages to frwclgrain~ tr;ln5pc~rted by open wagons 
due  to rain\ ;id cnriuirrd what thc position was. The Secretary, Depan- 
mcnt of Frwcl stated t1i;it tlrc question of clamages to f r~dgra ins  transport- 
eci fro111 I'unjah to Chic utta h.td 1,ec.n takrn up with the Railways. He 
a(1tlctl: ".I'hc. ~muitiori that cor~fl-ontctl 115 in Punj.11, this year was unpre- 
r ctlctrtc~tl. I,.spcc ring ;I Inrriipc~ c 1011 in I'unj;rl) iw nr;rtfe our preparations 
right l r o u ~  tlic ~nitlcllc of March for $toring arid moving grain from 
Punjab. 'I'ltc State (;ovcrrrmcmt ;IS w9 l  as our experts estimated the 
arrivals to he 3-.I lakh torrrrcb ltct rnontlr in the Punjab-manclis but to 
tlrc surprise of d l  of i11. 1~ ' twwri  15th May and 15th June  ~irrrrly 
1 n~illion to111rc\ of \vltc.:rt c l c ~ r . c - r r ( l t d  likc. ; ~ n  ;~val; l r~cl~c in P~rnj :~b  manclis. 
Thcrc wcrc I I O ~  enough coicrctl rvapns and tlic K;rilw;~ys could not pro- 
vide morr covrrcd wagons. 3lonscn~n ~ C K T  not g~.t~c.rally come to the 
ISortlr t i l l  thr. c.rrcl ol .)i~rrc o r  niitltllc. of June ;inti wc h d  to  take the 
risk of moving some p i n  in opcn wagonli. So much grain was moving 
out of Purrjat) that [lrc turn-I-oirnil of not only wagons but even of tar- 
paulins was ~iot as n~ilt  h as was rxpec-tecf, with tile rrsult t11;rt tliey were 
trot rvcri ;tl)lc to 1>ro~i( lc  t:rrpi~ulins to cover the open wagons. I t  1s 
unfortunate, but wli;tt I sail1 explains tllc tliffici~lt position we were in". 
In response t o  a fi1r.1hc.r qtrc~tiori, the 1)irwtor (;ellcr;il. Food, informed 
thc Commit~rc. t l l ; ~ t  "as WOII :I \  reports st;~rtcd a p p c a r i n ~  in the Press, I 
was pcrson;~lly tlq)utcct to (:ah u t t ; ~  to 11i;ikt. an rlsswmrnt o f  what the 
:rctual d.lrna~e might havr l m n .  . . .'l'l~c tot;rl qi~;tntitv that war, [ran+ 
1~ortm-l t o  C;tlcutta from Punjab cluritig (this) n~onlli  w;rs l,fXb,000 
tonncs. T h e  total clir;rntitv tli:tt \<.:is alfectc~l I n  rain in open wnRons 
was of thr ( 1 1  t l r r  or lH ,OOO t o  20.000 torirw. 1 i : 1 1 t e l  bccause 
about 16.000 tonricLc wcrth ;~lr;olrrtc~Iy silpc.rfic.i;illv dnmpened . . . T h e  
grain was srrccnt.t!. clicrketl ;inti w:rs found to bc prrfertlv in sound con- 
dition. I t  is only in rrspwt of ttw balance of aLout 4,000 tonnes that 
there was expec.t;~tion of lrcavv tlaniqy." 

1.16. T h c  question of dam:qc cnused to foodgrains transported in 
open wagans in hfay-lunc.. 1968 nlso figured in the replies given by Gov- 
ernment to Starred Qucsrion So. 39 iri Lok Sabha (Answered on 23rd 
July. 1968) and Surred Question SO. 126 in Rnjva Sabha (Answered on 
26th July, 1968). From the replies given by Government. the following 
p s i  tion emerges: - 

(i) T h e  requirement o f  w;1gons of the Food Department was 
"for carrying 15,M!O-I9,CHH) tonnes of wheat per day." The 
indent was for covered wagons. 



(ii) "Considering the huge quantities to be moved. some use of 
open wagom was inevitable. .\cute l a b u r  shortage a t  scrcrd 
destination points, however, held up  u n l a d i ~ l g ,  and the turn- 
round of wagons awl tarp.iu11ns was, thrreforc, seriously 
slowed down. In thc (ircun~~tanc-es, despatch of p i n  in sotne 
open wagms without tarpirIins w.rs rnorteti t o  as a n  addi- 
tional r m c r p i r \  n\c;rwic o ~ i  .I \i.rv temporary b.tsis." 

(iii) "The w;aKonc \sithout cover . . . . . were about 3,000, as 
i lp~in \ t  ttie total numbrr of 30,000 that were moved." 

(v) "'l 'hr total c luant i t~  of f(-w)cIp-ains which got t1;in~agcd due  to  
wet ronclitions is about 1,900 od(I toiitirs :111 ovcr India, (fur- 
ing this particular pcriot!. In die 1lcng:rl area alone, it was 
about !)OO tonnes." Fiowevrr, ir~vc:stig;~tions to asscss the 
rural extcnt of ti;in~;~gc wcrc b t i l l  iri proKress arid "it is not 
p s i b l r  t o  iritlic-ate tht. total c.stt:nt of t l ; ~ n ~ ; i p  to foodgrains 
till t l ~ c  proccss of tlrying ant1 s:ilv;~girig is completed." 

1.17. 111 a note \trl)\equt.ntlv scnt to the' Conini i t t r~.  the Department 
of F ( K ~  have intlic-atetl the owrall position o f  loss o f  grains transportcd 
b\ ~ q ) e n  waRorir a5 follows: 

"In 1967, 2.47 niillitrri tonnes of footlgrairis were transported in 
oyxn wagons. 'The clu;rntitv so tr;insportctl in 1068 (,Janu- 

ary to .4ugust) wits 1.1 rnilliori tonncs. This  was clone on 
account o f  inability of the K:iilways t o  providc covered wagons 
for the entire traflic which totallctl 8.8 million tonnes in 1%7 
arid 6.3 million tonnes in first right rnonttis of 1968 . . . .In 
1967, !IS7 tonrics of footlgr;iin< c;~rric.t! in opcrr w g o n s  were 

lost. T h e  Insr in I!M (January t o  A i ~ ~ u s t )  was 6,673 tonnes 
which was rnucli I ~ i ~ l l e r  than the. ltris i r l  1Yfi7". Indicating 
the remctlial measures taken, tfrc: Ikjm-tment  ha\ c stated 

th;tt ";iccortIirt;; to instructions iss~ic-d from timc to timc hv 
the Railway Rosrd, the open waEons carrying foodgrains 
should be j)roj)c.rly r-nvcrec! wit11 l;lrj):iiilins, which ~ho l l ld  be 
tied very sccurely and c-hcckctl vri r t~ i r l r  and should be duly 
escorted right u p  to the clrstination." 

1.18. 'I'he Committee enqriirctl why, if Government had difficulty in 
coping with the heavy volume of arrivals of f w l p & w  and their trans- 
panation, the matter was not left to he hantllrcl by Trade. T h e  Secre- 
tary, Department of Food replied: "If we had left it to the trade, the 



krmcr in Yunjab would have been complttdy exploited" He added that 
Govm~nmcnt "procund 92 pa: cent of the entire market arrink pnd 
U. 154 crores have been paid to Punjab farmers during a period of five 
to six weeks". In raporue u, a quation whether, in vim of Lhe di& 
cuity in procuring wagons, the road transport services were wed, the 
witness replied in the afbrrmtive. 

1.19. The Committee enquired about the procedure followed in 
invatigation of the los~s incurred in handling and distribution. The 
Dcparunent have stated in a note that all cases of losses arc thoroughly 
invtatigarcd at the appropriate level to ascertain whether "the losr is due 
to non-observance of rules or defective or inadequate supervision" In 
the CAK of transit low, the possibility of claims being made w i n s t  the 
carriers is also examined. Powers of writeboff given to the officen at 
various Iwcls arc excrcisccl, only after it is established that losses are 
"clue to opw:~tior~;rl rracnns". :\I1 cam of loss above Rs. 10,000 in each 
rue  of transit lora and Rs. 5,000 in each casc of storage loss, are required 
to be reported to Government. The Ministry consult the Finance wing 
btforc arcording sanction for wricedF in all caws cxcwding Rs. 25,000. 
"If in the course of cumination, the Ministry is not satisfied about the 
te:~ons given for the loss. s t i c l ~  cases arc rcfcrrcd to the Regional Director 
(Food) for special investigation by a Committee consisting of two or Yhree 
imdcpendent officers of the Regional Directorate." 

1.40. The Cornmiuce note that large quantities of foodgrpipr t r am 
ported by C.cnvernment are moved in open wagons The quantum of 
such movcmenf in lW7 was 2.47 million tonnes, or Z% of the motal 
quantity moved, and 1.4 million tonnes in the first cight months of 
1968, or 22% of the p i n s  moved. The  l o r  involved in ruch movemeau 
in the first cight monlhr, of 1% was sul~suntipl and amounted to 6,673 
tonne, of which a b u t  1,900 tonnes done wae loct due to cxponve to 
mina 

a 1  

1.21. The  Cb~nmittcc had euimincd laqr vcar the ymlormlnce of the 
Railways in the Third Plan and had phtec l  out in thdr  22nd Rcpwt 
(Fourth Lok Sattha) that, as against the target capacity of 249 million 
tonnc-s of orginutiq p d s  trafiic to k created at an additional cost of 
Rs. 1325 crows, the actual capacity developed at an expense of Rr 1,686 
mores was 225 million tonncs (approx.) of orginating traffic while the 
actual movement in the last year of thc Third Plan was only 203 million 
tonnes. It would thus appcar that, while there is spare capacity avail- 
able on the Railwa~s. it is the lack of an adequate number of covered 
wagons which acts as a amstraint on the safe movement of f o d g = b r .  
The C~mmittee would like the Railways to review carefully, in consul- 
tation with the Department of Food, the rail transport required for the 



~porrment of foodgrah from mrplor to deficit States in the light of the 
raamt bcrasm . c h i d  in f d  production in the ammaf. 

1x2. In planning for transport facilities for the movemart of fd- 
grainr the Chunittce wot~ld like Government to take note of the p a t  
improvement made in mad transport in the country, so w to make in- 
creasing use of it in the intcreta of expeditious tramport of foodgrains 

123. When the u ~ t  of open wages for carrying tood&rPinr banma 
inac~plrbk due to the  nun-availability of d d  wagom and heavy 
movements arising from suddcn large urirlln of food- in the 
mrkrts ,  the Chnmitttr would like to r t m  that the f o O d p i ~  s b ~ l d  
he actctpatrl~ prorrc t c d  both against thc vagaries of weatha and piE 
f e w .  Gnvcrnment shoukl also consider whether, on d o n  when 
market arrivals art- heavy, movement by road should k encouraged and 
movemrnt b) rail could be so spaced out. through provision of local 
storage facilities, as to facilitate the use of c l d  wagons as they became 
progrmsivcl~ available. 

1.21. Taking notr of the tlecreacing handling operations on Govcrn- 
ment side, the Committee asked what propccs had been made in the 
transfer of work to the Food Corporation and in the redurtion of staff in  
the Department of F a d  The  following position in regard to thc trnnv 
fcr o f  work to the Carp-at ion was intlicatrrl to the Coinmittce. 

- -- 
Region No. of centres owned by I ; ( n I  1 ) c p r t -  Date frcm 

mcnt tnnsfcrrcd. which trans- 
ferred. - --- - ------- ---- 

Southern Reginn . 16 Madras 
Mysore 
Kerala 

1 
I 1-4-1965 

Andhra 
Pradesh J 

Northern Region 2 1  Rajasthan 1-1-1966 
Punjab 1-4-1966 
Uttar Pradesh 1 1-11-1966 
Delhi J 

Western Region . 4 MadhyaPradesh 15-11-1966 

Eastern Region . 20 Orissa 1-1-1966 
Bihar 26-12-1967 
Assam 19-8-1968 
West Bengal 16-91968 



fii) Transfer of procurement w o r k  

The bulk of the work of procurement befm the constitution d the 
Food Grporat ion was being done by the Central Government through 
the State Chvernmcnts. There were Central p m r e m c n t  units only at 
Rilasp~~r.  C~tttack and Chnritlipnrh and these were uansferred to the Cor- 
poration with dfect from 15-Il-I!)CIT,, I-1-19Cfi and 1-4-IWfi respectivclv. 

(iii) Timsfcr o/ rlmra?rrr rind irnndling operations: 

The c-learante and handling work at all ports in Kerala and a t  Tuti-  
corin, Mangalore and Kanvar have (K, far been transfcrrecl. Further 
action i5 untlcr way to transfer the rest of the major and minor portc 
under tlrc charge of the Rcgional Ilirector (Food) Madras. T h e  only 
arcas which arc not being handed over are the port areas at Romhav and 
Calcutta. Iluring wideme,  the Smetary, Department of Food indi ra td ,  
tlzcst- wrrr not I)c.infi hantlrtl over. as also thc interior depots attached 
to thcse ports, as "thev arc dif ir~i l t  areas", which the F m i  Carporation 
is "not. . . . fully gcarctl up", t o  Ii;~ndlc. 

1.25. T h e  C ~ n ~ m i t w c  enquired about the extent of cronomv achieved 
in the expenditure of the Food Department with the transfer of t h e e  
items of work. The Department intlicatcd the total nu~nbcr  of 
reduced in the Regions i ts wcll as 1Ieadquarters as under: 

;*--5): 1 Gazetted post was also down graded in addition.) 
-- - -- 

1.26. T h e  Committee enquired why, if there had been reduction in 
~ V S I S ,  t I w  expenciiture of the Departn~ent under the head 'Pav of offiren'. 



'Pay of Jiktabtiduueui' ;uul 'AUowrsms and H16llCPljl: as Ir;ivcn in the 
ubic below did 11oi 1eUcxt thc emnon~in achieved. 

(Figures in Ltlkhs of rupces) 

1.28. 111 ~ct t l !  t o  .t cltti.\tion wlredltr. with a vicw to ;~&sw!ii~lg the 
,t,it~p~r.tii\r. jnnitioli. t i l t .  V S ~ C I I ( I ~ ~ L I ~ C  iuc~lrrtd by the Food corpora. 
lion o n  thc work crir~rJc~.~t:tl l o  i t  c.ol11d be wo~kctl out, die 1)cpartmeat 
have stated drat i t  wortlt l  riot I* p s i b l e  to tlo so, as the Cmpcrrat~an 
had, besides tali~lg ove~ ~ I X W  uret~lt'l~t. storage a t d  hrnldling work pro 
\ iously clone by t l ~ e  FVOII lklurtrne~it, a l s o  unclertakcn procurement 111 

;tre;is not c o v a ~ ~ l  I jy t11c Fc w ~ t l  1)epartmcmt. 'The Committee mqpirett 
wl~etfrer the Staff I I I ~ ~ ~  t i o n  t 'nit 01 the Ministry 01 Finance had mide 
;~ny assessnieltt of' the rcduc~ion in work load in the F w l  1)epvrtmcnt. 
'I'he 1)cpartnicrit Ilaw statetl in ;r note that tlw Stafi Inspection Urut 
3tudietl the work load i t 1  tile ofhcc of the Kegiorlal I)irecto~., Food. 
Western Region i t 1  July-August, I9fi7, anti as a result, 3 gazetted posts and 
W non-gazcttet! po\t\ were abolihxl. 'The Unit also examined the work 
load in the I )c~k\  0 t T i c c s  and Engineering Unit Bombay in March-July, 
1968. They s ~ 1 g g c ~ ~ t 1  ;L reduction o f  107 norr-gazett.ed posts in Dcxks 
Ofhtre and 1 ga-~etwd ant1 77 non-gazetted p t s  in the Engineering Unit. 
?hct recomnlendation "is being implemented". 

1.29. Rderring to the data given in the proforma accounts about 
indirect expenditure, the Committee pointed out that in 1966.67, they 
aggregated to 7.77 mores a5 w i n s t  Ro. 57.58 a m  in the pmxedhyp22 
years The Deparrment have stated in a note that "the expenditure 



figures do not conform to any pmcm zs in somc cases the expenditure 
incurrcd in an car1ic.r year comm u p  for adjustment in  the subscqucnt 
year. It is, thcrelorr. tliff~firult to state the rrawns for \.ariation." 

1.5:I. Thc Commiucc note that ihct-c has l m  a p r w m i v e  transfer 
of prcwurcment, clcarancc mcl handling work f tom the Fcml Ikparr- 
mcnt to the Food Cx)rporation. In pan 4.33 of their 27th Rqmrt (Fourth 
Lok Salha) thc (bmmittcc had taken note of this jmsition and strc~w! 
the n m l  to maintain a clow watch o v a  the establishment expenditure 
of the Fend Ikpartmcnt to achinc maximum pniildc wonomics. In 
para, 4.56 ol that Rqmrt the <;ommittcc had also suggested that ere? 
dfort should In- made to avoid an over-lapping of function\ bctwccn thc 
F d  Cfiqmration of India and tlw Department of F d .  Thc Chumittee 
now obaen.e that, while therc has kcn some rmluction in p s t s  in the 
Food Department, the c~tablishmcnt expenditure hau not been sub 
stantially rcduced in the Regions and in fact has gone up  Head- 
quarters. While the Committee note the Dcpartmentb explanation that 
this is due tq the creation of posts to cope with additional items of 
work. apart fmm factors like increase in dearness allowance, t h y  would 
like C~vcrnment to transfer the functions of the Food Cfitporation of 
India still performed by the Food Department to the Chporation and 
reduce the number of posts in the Food Department. The Cmmmittec 
would also like Govanment to undertake a mmprchcnsire study of the 
workload in the Food Ihyartment both at Headquarters and in the 
Regions to &a rniuimnm ccancmics possible by job a n d ~ i n f f  the work 
through the SM inspection Unit of the Ministry of F i m  who have 
already conducted m e  studies in this respect. For any additional work- 



lorl a minimum n u m b u  of pasts might be kept om a yurely temporary 
basis whcrrc wtcntion may bc mnsidcrcd c w r v  sir months in thc light 
of actual work inrcdvcd. 

1.34. The (:on~nlittct. otrwrvc that one of the major it- ol 'iariirwt 
erpenslr' on tbr n h m e  is on a m w n t  o f  rent of gwiownn. Tht. how- 
ewr, d m  1101 k i l r  any relationship to t h c  storage pr i t ion  au r d t w t d  
in the quantit) of p i l l -  \torcut I)\ tllr llepartnrent. While the cluat~ti~r 
of f t ~ d p - . ~ i m  stored drr linctl from 47 lakh tonnru in 196566 to 43 lakh 
tonarc in l ~ ~ 7 .  thr c r ~ w ~ n c l i ~ u ~ c  on rent, whic.h w.aq Us. 6R kr 
19ti.%rlt row t o  Ru. !r2 l a i h r  in IYWLtii. Ttrc ( 'mrnicttr  would like the 
cauw- o f  thiv inc -w~w 1 6 )  in* rrrrnirlcd by (hvcrnmcnt. In panic-rlw, 
thcv wcmlti likr I l l o w  wlrvtlm.. with thc p r c ~ r w i v c  transfer d 
rtoragc work to tllr FocnI (.orpwdtion and the r tduc~ion in the qumti- 
tics of foodrainu siorccl I w  t l w  I k p r t m r n t .  there ha* k c 1 1  a paxyro 
site rcl~jl.w of 4(W10ivn qparc. 



2.3. t\ I ( , \ [  111t.t  L I , !  r t t t .  r t ~ ~ ) ~ ~ l .  t r l  t l ~ r  1'.1\ . t r u l  . L I ~ L I I I ~ \  0 l t l c . c r  
~ l l 1 ~ i r . d  1I1; t t  .III . ~ I I I I I I I ~ I I  01 I < \  1 13 c r o l r s  I W I I I K  1 1 1 ~ .  ~ ~ - I I I ~ I I T ; I ~ ~ '  111 ~C'SJW( t 
q ) !  21 1 w v + t - l \  111 ~ I M N I ~ I  ; I I I I \  I I > , ! M I I  1 t ~ 1  t111t I I ~ I :  J;CIJI Ll.'r\ 1 ) ( ~ e m I w r ,  1 9 4 i b  
u ,. . ~ d j u \ t r i l  i n  t l r r '  ; I ( ~ I ~ I I I I \  101 \l,i1~11. I!tii; ; r l o ~ l t ' ;  1111\ i ~ l ( l ~ ~ d c ( i  3:) 
\I.\\cI\ i r l v c ~ l v i ~ ~ g  .11\o c k r n ~ ~ ~ - ~ . t g c  . I [  I ~ . I ~ I I I ~  ~ M N I \  . I ~ I I ~ I . I ~ .  Oi thee. 1Ho 
( . the \  i l l v o l v c  \ t I e - r i i ~ r ~  r . 1 ~ ~  (w C N I I I I ~  R\. 1 0 . 0 0 0  C.IC 11. I ' l l e  1)cpartnle~lt 
11.1rc. \ c a t c . t l  c l ) c t r ~ l w . r .  I !Hi71 tl1;11 I I I  ;I n l a j o r i t v  of c.;tscb, c l c n ~ u r r a g e  111- 

C I I I . I ~ . ( I  W.I\ (w iu .4~1111 l t  of t t ~ ( -  > l l i 11s  w . t r t i n g  11~1. IWI.LIIS. ' I I l q  have t ~ r -  
t l t c . 1  \ t ; ~ t c c l  ( F c l , t ~ ~ a l - v .  1!Ni8! . t h . t r ,  of thc ; r b ~ v e .  37 c a s e  haw w 
h c w ~  h n : t l i \ c \ l  .end h a t  i n  r ~ o r l t '  o f  Lhec rases all!. i r ~ d i v i d l l a l  or wrl(')' 
was 1011r1tI t o  11t. re~l>ol~si l , lc .  for ~ l r c  d e a l ~ r r r n g e  n*liid~ was i n c u r d  en- 
t i l r l v  for w . t s o r ~ s  tqon i l  c - ~ ~ n o o l  'T'he rnnalainp; caxs arc r q ~ w t e d  to 
hc \ r i l l  under c  o r r t ~ p r i t l c ~ ~  c w i t h  the Regional Dircc [om concerncri. 

(P.~r.~gr.~pll SO. 83. . 4 u t l i t  R c y o r t  (Civil). 



2.4. Tbe  following were the figures of dcmrrnagc paid during the 
thm yean rndinp 1%;-68 as intinratcti ti) thc Chwnittcc hu the Depart- 
ment: 

Frmn ;I rcpl\ t o  I'n'itsrrec! Qi~estior~ NO. 2158 ~ l i t t ~ l  on the 'Table ol 
1,oli Sahtla on 1st Ai~gi~%t,  1968, the Committee note t t ~ i ~ t  during the d1rt.c- 
iaonths o f  1 %%6!, ending J unr, I!W, tlw tleniurr;~ge p a i t l  t o  vhipowncr\ 
rn~oi~rltetl to R, ~ 1 . 5  I laklt\ 

( I )  Ind~itn I'ort\ 
r Bombay . 
2 (:~Icutta . 
3 Madr:i\ . 
4 Kandlii . 
5 Bhsvnagar. 
6 Cochin . 
7 Vishdchdpatnarn 
8 Other ports . 

(11) Foreign Ports (Port Arthur and 
Vancouvorj . . . 0 '  32 0.08 

( I  11) Not aIlocablc between foreign and 
Indian Ports . . 24.15 7-10 -- -- 

TOTAL : 12.42 1 5 1 . 8 ~  87.34 ----- 



I 967-66 Rs. I 1,iM;l'la 

-1h <~omrniitcr ~ I I ~ ~ I I I I C Y ~  ~ 1 1 1  i l l< .  11c11111rr;ig<. ,J:IICI i t ~  I!ltiti-ft; w a  
~ ? ~ ~ J I I I I ; I ~ ~ ) .  hc;r\). 'I'h Set rct;u!, 1kjb.11 1 1 1 1 ~ 1 1 1  of F w d  ;1c!111ittc~l that 
the t1t~1111titgc t l t ; ~ t  YtviiI  \!,it\ " I I I I ~ ~ I ) I I ~ > ~ ~ * ( ! ~ \  \ C r y  fot~r~ii(i;ihlc.~' 1,.\1>iai11. 
ing ilrc c i r  c.un~stanceb rlt;r I Ircl to \ I I ,  I1  Itc.;l\ ! ~ l ~ ~ r 1 1 1 1  I age, he said cltc. t OUII- 

try was iacctl with at1 1111ptctc.tlt.111c.ti L<n)cI shortage th ;~ t  year. .111v tr~d 
pmlucticm had ~ I I I I I ~ ~ ~  ! t o 1 1 1  P!l I I I ~ I I I ~ I I  tonr~rs  to 72 11111licm tonrlt., .III(I 
the ~ K J S I S  h l  U I  ( t q ~ t -  1111 I t (  ~ * \ \  .it t 1 \ . 1 I \  , I<  < o ~ n p t n l  t t t  t!ic ~ ~ r t ~ v c ! ~ n g  
yearh. I t I I I I . . ~ ]  I I J  tl1111ng tlw \ ( : i ir$ i!#h:; t):) 

of the. o1clc.1 ol 0 I 111i1l io11 I I  I ) I I I  tltrrirlg l?tW'i7,  
the i l r l ju~~t  ; I I I M ) \ I I I I ~ - ~ ~  I O  as I I ; ~  11 .tr 10 ~ 1 1 1 1 o t 1  to1111(1. SIU t t  ~IC;IV! 

riv.11~ 1 1 ~ t 1 1 r ~ l i ~  rt-\ttI11~1 111 ~ ~ C . I ~ . I I ~ I O I I  111 \ ! I I ~ J >  1.11t- L ~ ~ I I I I I I C I I ~  A I V B  
]MI ;I I I I I I I I ~ ~ C I  I ) ;  I I I . ~ I I - ~ I ~ I I I \  (111t. t o  I J I ~ O L I I  I I I O I ) I ~ . I I ~ \ .  " F w  I I I \ I . ~ I I ~ ( . .  111 

~ ~ t O \ ) t ~ l ~ ,  l!M)[b. .I ~ i l t b ~ l h l ~ l ( \  ~ l l b t l l \  \ $ I  I < '  iO\ t  ~ H Y . I I I W ~  1) f  ~ ~ r l i . ~ , ,  0 1  \ lOi)-  

p a p . u > I  work in Ih~tlbay.  I . t .  ! I I I i : ~  \'I /+.  

the~c. W.lr .I ( o ~ l t i l ~ t ~ o ~ ~ ~  ~;ctslo\\ p011c 1 '' 

2.8. I ~ r ~ ~ t l l  a c q n  01 111c rqx>rt o f  expet-I\ tc-tvn which was turr11\l1:~1 
b y  Gova-tlment, rlw C~,cl~~uittc.t. o\>u*n.c tl1.1 I 111r I r ~ n r  :t\strsetl the "~111.1- 

bilit) ~ ~ t i t n ~ t e "  of tht8 p r t r  ;I$ 1.5 nliil~cm tonrlt- t ' l~ ,~rgh  tht-v ;\ifdm1 
t]lat "this achievement \w111tl rcquirc a tlegrce of c\tellcnce in roontrnn- 
ti011 and mnn : rp l en t  Imalrtl the dm~oslstrdttrl .tbilitv of agencies in  
cll;lqy'." The team, rI ioef(m. rpcornmcntlcd that "in view of these and 
ot1rL.r ~ I ~ I ~ I I O M I I  factors. . . . . . the pnqmect p r typmnlc  rhould be 
KK.lletluled on h e  basic of a inrxiluum of 1.2 million tonne a month with 



zhc rccognitiol~ chat should the situatron ileterrorrw further &ere rs 
room tar expansion." Thcir cstimitc of the jnwt fiicilities and q u i p  
mcnt nmcsary to ~nc-rase k ~ a i n  hantillng r..kpactty W.I\ 3s undrr:- 

4 additional G c ~ i t ~  llertri\ 

2 railroad car shun tm 

2.9. A S ~ ; I ~ C I I I { : I I ~  ! t~rnid~r( l  1)) (;OVC~IIIIICIII dhowing t t ~ c  :I( ti011 

I : L ~ C I I  OII  t l l ~ ~  recon~mentl;itiot~s of the .l'c;lm appears at Al)/wlltl~x l v .  
1t would be sc~w that the recommc~~tla~ions o f  the twnl wtw irnplc- 
111t'ntt~l ;IIKI t h t  11o1.t 11;1ndling cclui l )n~c~~t  was ~~urch;twtl 0 1 1  the \t;llr 

rc~ommcntlcd by the Team for hal~tlling 1.5 rr~illion tonnm. 

2.10. The  total expenditure incurred on the pur t l~aw of the cquip- 
nlent was Ks. 147.75 1.rkhr involving foreign cxt hangr expc.ntliturc of 
Ks. 96.39 lakhs. 

2.1 1. The  figures of f o o d p ; ~ i n ~  diu harged and cleared (luring 1966 
and 1967 (for the period upto October. 1967) were as under: 
- --. - - - - - - --- --- --7- 

1)ischargcd Cleared 



- ---.---- *- -- --- - - 4- -- --- - -  
mctrow -red 
13x1 thousand t o n s  --- " - .- --- - -- -- - - ." ------ - --- 

July, 1966 9 4  6 931 * 
A u ~ u s ~ ,  I* . 916.6 919.3 
Sqxanher, 1966 3 8 5 1 . 2  
October, 1966 . 943.X 9 6 . 2  
November, 1966 916.5  903.1 

March, 1967 . 79- 2 X z 2 - 5  
- --- - --- -- - -  - - - - 
I he foregoing ftg111c.s \ \ o i i l t l  *IIOM t11,tt 1 1 1 ~  I N . I L  clcar,irlrc. ,~thtc\etl \ \ a \  
1 12 million tonntr. 

2.13. );xplainin~ thc itil;ition t h t  led t o  '1)~111~lli[lg' of SI+ at lllc 
ports. tllr W ~ I I I C M  SIPICYI I I i t  i d  i diffit ult to m a q c  
arrival ol s11ip accorcliug to ;I time M - I ~ c ~ u I c .  s I - l l ~  first f;~ctor was that 
ships were allowctl 'la!. days'. r.111ging 1r0111 10 to 2.5 days, within wfiich 
they could pra rn t  tllcrnsclw~ fol 1o;uling. It w;rs tlificult to foresee on 
which o f  these days tlrc ship woultl c-dl at tltr loading por t  l ' he  second 
nnceriain factor W;IS t11r lo;cding t.inic, wllidl \.tried from t3 to 23 day. 
T h e  third factor W;I\ t11t y)ctbc: o f  tllc \-o?;~gc. which xtricd from four to 
six weeks d c ~ m d i n p  011 the sptwl ;iad problen~s encountered en route. 
"These". he addel. "tvcrc rllr tlrrce ~nain  fitctors whirll nlade it  impossi- 
ble for us ro ensure that. . . . ships. . . . came to ihc ports in a particular 



-th to thc a t c n t  wc cmdd handle and. . . (that they). . . .were s p r d  
adqmtdy w, that no waiting was involved. I would go goo the extent of 
saying that it was impossible for any organisation to ensure that ships 
came at % t a d  intervals and werc convrnicntlv lipnccrl for the rcawllc 
1.. . . . . . . . . mentionrut." 

2.15. Taking note of the pcaitioll ot dctcntion o f  shill, ; I I  lmrts, t11c 
~ ~ m i r t e e  cnquiml what coordination existed Iwtwcc8n tlw Kegionat 
Directors of Food and the port authorities to enstrrc that tmtlgrallr 
vessels were p rmpt ly  betthed. The w i t m s  rrplit.tl t11;lr the Regional 
Directors maintained constant liaison with part ;I rltlwrrtich through 
periodical meetin@ and disc.ussd all prohkms I(-prclir~g l~c'rttllng o r  
delay in clearance. Apart from this, the Director <;enc.r;~l wnained i l l  

close touch with the port authorities through frcrpent visits. Whenevel. 
necessary, additional berths for food vesscls were asketl Ihr horn the port 
authorities and the Department faced no difhculty i n  getting these e x m  
berths. The Cmmmittee enquired whether the Department took steps to 
avoid bunching of ships at ports, by diverting them to other porL9 where 
the position was easier. The Secretary, Department of F d ,  said: "We 
exploited every prrt  capcity, both major and minor ports, to the maxi- 
mum extent p ~ ~ i h l e .  Rnt grains are mostly carried in  tankers whict1, 
can be handled in Ronib;ty. Kandla and Madra~."  



2.1 li. ' lhe (xma~i t tec  drrw ttrc ;I I terittorl of the reprexntatlvcs ot the 
1k)r;wtrncw 1 0  the comment in the .luclit paragraph that only 37 out of 
I80 (;ism of dernurrane rxcectlitig Rs. 10,OO had been investigated by the 
Ikj);irtmerit. 'I'hc witrww atated: "It i s  true that ttie jmqq~ers in these 
I I ~  I I I 1 i t  1 1 i I l  I .  T h e  only circumstance 1 

1 ~ s p t 1 1 4 i l t i l i t 1  O I I  . I I I I  W J I I " ,  ;I4 I t i c .  p;IynirIIt 01 clcmurrage w a r  "on 
t of r o t  I . 1 1 1 I l i t  o f  I  I - 1  11v (:cr~tlrnittrt* enquired about 
tlw ~ ) r c t t c . t l t ~ ~ t .  I c ~ l l ~ t ~ ~ . t l  i l l  the itlvc.sti~ntio o f  dcn i~ t t - r :~~r  cases. In ;I 

I IOIC .  the ~ ) C I ) ; I I I I I W I I I  It;tv(- t.\l~l;li~lrtl i t  as follo\vs:- 

2.1R. At tlic time of fin.lli\i~~g the timc sheet the Region,tl Director of 
Food i~lvt~\tigxtc.s thc rcasons for the demurrage. In  cases where the 
~lclnrirrage is not rime than K\. 10.000 and the Regional Director of Food. 
after thorough examination. i \  satisfied that the demurrage incurred was 
for leasons beyond anybody's control, a certificate to the following eltect 



is  furnished by the Regional Director of Food, or the Director or the 
Joint Dircrtor in chargr of Port Operations to this Department: -- 

2.19. 111 C,IK\ whcrc the tlcrn~ir.~-,~ge is iibove Ks. 10.OIW the Regional 
1)irc.c tor of F t n d  sulm~its a y n . ~  i.11 Itqmrt in thc ~)rcscribcil pro1ortna after 
nuking tlrc~ro~rph ii~\c.stigalio~~ at his end. l ' l ~ i \  rrport is to be signed 
:.itlicr- I ) \  tllr Kqiol~al  Director o f  Food liinlsell or thc I)irertor/Joit~t 
I )ire(-tor I 11 c-llrr~-~e of 1wrt q)cr;ltions. SIICII reports i11.t. s~ru~iniseil ill 
t l r t .  \Iir~i>tr\ : t r d  i f  alter a t l ~ o r o i ~ ~ l ~  exa~~iirl:ition of t l ~ c  facts it is found 
t i t . t t  rhc cIen~ul.ragc incurred \\..I\ for remoll\ I)rvo~ld atlybotly's control, 
r l r t  m.trter i \  treatetl as closed. 

2.20. The  <htnmittee note that the demurrage in respect of '4- 
grain shipmen~s amountcri to Ks. 151.89 lakhs in l9M-67, as against 
Ks. 1242 l akh  in 1!)64-(iCi and Rs. 87.34 Ii:l;l~s in 1967-68. While the 
(hmnl i t t t~  apprc~iatc* the fact ttlat the ports had to cope with very 
lleavv arrivill in IY(i(i47, they would like to point out that the actual 
t learant c ranged from I to 1-12 million tonnes, against targeted clearanc~ 
.of 1-2 nlillion tonncs expectin1 to Iw aachievtul as a result of the i m p b  
mentation of tllc re(.ommcntlarionh of the 1J.S. Study Team. The rkm- 
Inittee note tllai. though the 1)c:partment was working to a target of 
1-2 million trmlcs, port Ilandling equipment to aupncnt capmity was 
prchawd more or leks on the scale considered appropriate by the Study 
Tt-iun for ruching a peak c.lei~rance of 1-5 million torlnes. In view of 
the substantial investment of Ks. 148 lakhs made in thcrse items of q u i p -  
nlcnr (about %. 96 lakhs of i t  in foreign c~change), the Committee can- 
not stress too strongly the need to ensure that the equipment is put to 
q>timum use. 

2.21. The  Committee note that 9OrX, of the demurrage paid was due 
to ships waiting for berths at  ports as a result of bunched arrivals. As 
pointed out by the American expert team, this situation suggests tht* 
need for advance "planning of loading dates of chartered ship, so that 
arrivals are not bunched any more than chance dictates." 

2.22. T h e  Committee also olwrve from the data furnished to them 
that, of the total demurrage of Ks. 251.65 lakhs paid during the three 
years ending 1967-68, a sum of Rs. 241-90 lakhs accrued to foreign 
shipping interests.. The Committee would like in this connection *.n 



draw atlQLLiOD to their ohmvations in 1- 4.72 of their 27th Refort 
(Fourth h k  .Sabha) in which the) had r t r d  the aerd to prer more 
rrad mon IndiPn v d n  into m i c e  lor the transport of fordpins. 
Tlrb nonM en- that not only freight but abo any dcmurritge that 
mq become intrupahlv payablc a c m e s  to the tountn. minimising the 
dmin on rurcr foreign cxchanjic rcwurcc.w. 

2.23. Tlw Committee note that the investigation of 62 demurrage 
~ l s a  of uvrr R* 10.OCn) rclating t o  thc period February-Dccantwr, 1966, 
M atill pnding. Thc) would like thcw cascll to be quickl) investigated 
and any remedial mant ra  ncccwan. in the light of wch examination. 
to hc rpccdily taken. 1 



ESI'R.4 ESPES1)II'I'RE IN T H E  H..\NI)I.IN(; .AN11 TRANSPORT 
OF FOOl)GK.%ISS 
.4 udit P u ~ ~ J ~ I u ~ / I  

3.2. In term, c ) f  the agreenicnts, tlie 1)epiir.trrrr.rrr rc-wt.vctl tht. riglits 
ol extending tlrc 1)critnl of tlic agreements by a I~~rtlr t ' r  1)t'riocl of O I I V  L C I ~  

on the same tcr~ns ; r ~ i ( I  condi l io~i~,  ;in([ 01 l c i . i ~ ~ i ~ i a t ~ ~ i g  tlw qrc~t~111~11ts iit 
any time during t l rr i r  c.tirrc*~ic) \v i~i~out  assigiiing ; I I I )  r t B ; ~ u ) ~ ~ s .  1)). giving 
30 days' notice i r i  writi~ig. 111 esetcisc. oi 111(-\c ~.iglits 11rt. l )qur t~i icnt  

3lst 31arclr. 1!)5i e~tei~dc'cl l)o111 tire . I ~ I . V P I I I C I ~ ~ >  lor ;I i t i 1 1 1 i t ~  pcr~od 
of o~ i r  ye;ir 1111 t o  3I\t \l;rrcli. I!Wi, perr(li~ig ; I ~ ) I ) O ~ I ~ I I I I P I I I  or : I  ricw W I I -  

t rx to r  OII tlie l ) ; ~ \ i \  01 twtleta alre;itly i-cc.c.ivc.il i l l  Ilitr(l1, 1!15i. .\ I I C W  

<ontr:~ctor 'R' w x  l : ~ t t ~ ,  wit11 dIr (  I ~ ' I O I I I  f d ~  A I ; I \ .  1957. ; 1 1 q ~ ) i n t d  by the 
Ikplrtment.  O n  Itit11 i\p~-il.  1!).37, 1.r. 2 week5 ; I I I C I  tlw c\tr.~irion o l  t l ~ e  
contracts with firm '.\', a iiotitc of 30 cl;lys f o ~  1 1 1 ~  tc~rurit~;rtio~~ al ttle ex- 
1 i 1  o i ~ r t  ; I I ~ i i  I t i  ; r r t ' e i r i c ~ ~  I I I ; I I  SICKMI 
tcrrnin;itctl with effect from llith . \ lay,  1!).5i. 

9.:i. 'I'he firm clisputed the v;~litlity of the c.arrcc.ll;rtior~. ; i ~ ~ t l  i r i  Jirnua~y, 
l!r58. \ought arbitration. ~ \ n  arbitr:ltol. was rtle1c:uporl ayq)oiritetl i r i  

Octol>cr. 195H. T h e  firm sought revocation o f  tile order oC ;iIJpolntment 
before the Higli (;ourt oE Judicature, Borntms b111 later withdrew thc 
c;r5r in Fcl~rtiar), 1W3. I,;lter, on the resignation of the arbitration in 
Mardi, 1963, another ;~rbitration was appointed in May, I9GS. The 
fir111 r laimed payment of Rs. 3:15 lakhs including c-o~npensation amount. 
i r i ~  t o  Ks. 1.65 Iaktis on the grounds, inter nlin.  th;rt: 

( a )  the right of rerrniri;iti~ig the coniract o ~ i  30 days' notirc was 
no  longer open t o  the Ikpartmcnt, once the right to extend 
the ~ontr;rc.t. * ,1 a lurther period of one y r  had been 
exercisc~l I J ~  i11cm; and 



(I,)  after the carictlI,ttto~~ of tlir tontrarts, the joirit Director 
(Fowl) hml, on 2nd Novcniber, 1957, ~rslictl A tcrtificatr to 
the finn that the firm "had the crpcricncc- in the lme ancl 
rulflc icrtt control over the Ialwwr and or1 vmic d.r\s the\ 

I ~ n r i t l l c d  nwrc than a lac of hag\. I heir uorh rrn the whrrlc 
was quite \.~tisf;~ctor!. 

3.4. ' I h  ;trbit~.ito~. wi111o11t :issigning anv ~ t - .~~ot i \ ,  . I W . ~ I I ! ~ ~  .I stlm 01 
Ks. 1.05 Iakhs in 1.1vour t r f  the firm, and in ;~tlcfition. R=. lO.(MIO W.II 

made pa)nhle to the firm ; I +  c o \ t  of arbitration proccctlinp. ant1 Rq 3.10rb 
as ~ l ~ ~ r e  nl fret to tlw ;trl)itrator. The nwartl w:lr ;~cccptccl 111 C;o\c.r 11 

ment otl the. ;~clvicc of tllc Zfint\t~\ of 1 . a ~  
[pail ~ q r a j h  K O  85 \!1[1it R q w r ~  ( ( L i t 1 1  h .  l(j6s- 

3.5. T h e  ( :on~mittec hakc txcn fui ni4letl witti a c l~ronolo~icnl ;Ircolint 
of the clwelopmcnts in the raw lcatling to the renmal of thc contra( t 
ancl its n~hscclucnt cerrninatioli Thr followi~ip arc tlic principal clc\c. 
lopmcnts intlic atccl: 
3-1-1957 . . Quc\tlon cd arl,tnpcmcnI< t o  hc m:de 011 npl rv  ot l h ~  

conts.lr1 1% c f 31-3-57 tdken up  I n  (;o\crmcnt 
with 1~cgic~ri;tl Ilircctor of 1:ood. 

12-2-1957 . . *R1>iT .;uggtl;tcti cxtcnri~m of cxistinp &mtracT. 
21-2-1957 . . *RD17 asked to test the mdrkct hcforc extend in^ t l ~ c  

contract. 
23-2-1957 . . 'I'endcr cnquiry iswcd hv 111>1'. 
10-3-1957 . . *KDF scrapped thc tcnclcr, duc to thc tcndercl'\ re\.1<- 

ing their quotations and i\sued another tcnde<cnquir v 
16-3-1957 . . *RDF intimated results of tender enquiry to Govcrnnicnt 
27-3-1957 . . Decision taken to negotiate with puiiics concerned. 
28-3-r957 . . *RD17 told to extend existing contract for onc ~c.l i  

pcnding negotiations with tcnderers. 
1-4-1957 . . *RDI: cxtcndcd existing contract for one yeur. 
16-4-1957 . . *RDI: undcrtclok negotiations with a11 tenderers on 

instructions from Government and also served noticc 
of termination of contract on existing agent. 

3-5-1957 . Decision taken after negotiations to appoint the lowest 
tender 3s the handling agent 

3.6. Taking note of the fact that tender enquiry for ilic appintment  
of the handling agent w.e.f. 1-4-1957 ~ . t s  initiated 0111) on 23rd Februa~v. 
1957, the Committee enquired why tentleis were invited ,o law. 'She 
witness stated that the existing contiact, which was due to cspire o ~ i  
31-8-1957, gave Government thc option of cstending it for one more year. 
The nonnal procedure in the lkpartment was to test the market bctore 
availing of this option. T h e  Regional Director had felt that <;ovcnl- 
ment might riot be able to get lower rates by going in for tender, but he 

------ - -- -- -- - -- 
*Regional Director. Food. 



was, n e v e r t h c l ~ ,  instructed to initiatr ;I tenilcr eliyuiry. I-le adtltcl; 
"Since we had all the timc the option to go in for eaten4011 lor ;I further 
period of onc year, it was not mnsitle~~ccl as .I s i t u ; ~ t i o ~ ~  which was des- 
per.ite." In responw to a further q l l ~ t i o n  whv <;ovemment broached' 
the iuuc of artangcntrnts t o  be niadc w.r.f. 31..9.1!)57 only on 3-1-1957 
and not earlier, it has been s ta t~ t l  in ;I 110tt: o 1 1 1 1 i l 1 ,  in cases in' 
which Government hnvc rwrvccl thc right to C Y I C I ~ I I  the co~ l t r~ ( . t .  :t 

study is made thrcc months 1)cforr the clpiry of CIIR.CII~ c~titrac't of the 
market conditiotis. I;rlw)~r~. ratrs. ~uospct.t\ of c-ompcti~ion. . . . . . . . twfow 
it  is decided to c;tI1 for f r r h  1r11c1cn or lo contin~rr thc existing ~ O I I L I ; K ~ .  
In .  . . . . .(this) c.;lcr. the Krgitrn;rl n i ~ w t o r  wits ;t&(vl to makc tllc stt~(l\.' 
i~carly 3 months btafo~c thc t-\pirv of the rontr;lcr." 

: I ( O ~ Y  1 1  ou r  that t l r t -  itgrr~lirctrl 1h.1~ w.t\ i l l ?  

fo~-c:~ r r p t ~  :I I . Y  I !I57 ~)i.c)vitl~rl 1.01 i t >  cxt('1isrt111 1 t p 1 0  .I 1 11r th (~  pct,itrtl ( J L  
onc )eilr. .I'l~is p v c .  ( ; ovc rnn~c~~ t  tl~r- option t o  esrr l l~l  i t  101. ;I 1)c.rlt)tL 
c ) f  Icsc than a y e n  a lw,  i l '  t l r ry  t htw*. ' I 'hq cncjur~ c ~ :  1b11c.rt1c.1,  i r r  th(. 
c-ircumrt;tncc.s of the caw, \ v l ~ c w  negoti;rtions fur tlir ;tppoin~tnc.lr~ 01 I I ~ W  

agcntsttlatl already Imw tlt~iclcd Iqmn 1)cforc 3lst Marrli, 1!157, it was. 
ncccssaq to hnve rsttntlml t t ~ c  csisting cont? .I(-t for t.Iw f111l pcriocl ot 
t11c year w.e.f. SI-.Y-1!)55. 'l'he rvitl~css stirtc~l t11:rt "\irrc.c! ~ic.p)ti;~tions 
for the contract were going on  for s tmr  t i l~ lc . ,  lvr.  wrrv 110t cluitc t ~ i l l  

what thr  final outconw n;rs going to be. . . . . . ' l ' l ic~clor.t~. ;ts a ulc..\\urc 
o f  c.tution thr  term o f  ttir (.ontract w;ts C'SLC*II,(ICYI ,I ])~t.io(l o f  olrr 
yew.. I t  WI\ clearly ~~clviwd by the 1 . a ~  Afini\try that O I K V  tlw I ~ W I I  01 
thr contract was rxtcnrlcd. . . . . . for ;I slior.tcr p<.rirnl. wy two rnorit.lrs. 
then we hail no further option to cxcrcise cstencli~~g ~ l r c  t t . 1 ~ 1  f~rrtlrer." 
T h e  Committee the11 poin~wl out  that tllc: r i x ~ l t  o f  t11t. terdcr encpiry 
iriitiated was known brforc- the contract with tlw r ~ i s ~ i n ~  ; Ipnt  expirtrt' 
and that it had also shown that (;ovet.nment would l)r in a p i t i o n  
secure lower rates. They, thercforr, askcd whether, in this context, Gov- 
ernment specifically considered the question whethrr tlic existing c ~ j r l -  

matt should bc extencled, for the full term m c \  nor. for only !)art o f  it. 
In a note on  this point, the Department have stattal: "At the time L ~ I C  

tenders w t m  received in March, 1957, the offer o f  the lowest tenderer 
was about 9 per cent lower than the overall cost rv1lic.h would have k~~t 
inculred bv the Department, i f  the existing mltract  was extended. 
There were also indications that still lower rates could hc obtained il 
negotiations were held. I t  was also considered necessary to get clarifica- 
tion regarding some of the conditions attached to the offer. T h e  finan- 
cial stability and general suitability o f  the lowest tenderer had also to 
be looked into. I t  was, theredore, ckidccl that the matter shoulcl be 
nefftiated on, the spot by a team of ofhcers, including a representative 
of the hiinistry of Finance. In the meantime, as the loading and un- 
loading operations au ld  not  he allowed to comc to a stop, a decision 



( i  ) 1hmu;c fbr termination of contract . . I ' 5  lakhs 
{ i i )  D 1x1 ~ g c s  for allotting a portion of the work to 0 .15  lakh 

an>thel- contractor during currency of contract 
( i ~ i !  (;'I l rg~ i  ti)r c l e m i ~ g  of wagons (Ks. 0.40 lakhs) 0.79 lakh 

and h~ndling of open wagons not provided for 
in the contract (Rs. 0.39  lakhs) 

( i v )  C~mpcn'iatiun for detention and idling of labour 0.71 lakh 
duc to low arriv.11 of cargo at docks 

'I'OTAL . . 3 -  I 5 lakhs 

"'I he arbitrator", he said, "had given an award of Rs. 1-05 l a b  without 
assigrung ulv TC;ISOII for which particular item he had given this. Our 
prtwmpiion.. . . . . . . . . is  that this was given to him in respect of dean- 
illg of wagour. . . . . . . . . . ;~nd ronlpensation for detention and idling of 
labcjiir. . . . . . . . . . . . M'e c~nsulted the Law hiinistry. The Law Ministry 
had said ;it one stage , before arbitration was gone into, that these &wo items 
were such that if we UTII~  up for xrbitra~ion thel a)v& would h aepinst 



us.. . . . . . ." The Camnittee pointed out to the witness that the ubi- 
.u;ltor had given no reasons for his award. Therefore, they enquired 
how the Depuunent could be sure that the tarmination of the contract 
d id  not weigh with the arbitrator when he gave the award. The witness 
replied: "This is the presumption" and stated that according to the ad- 
vice of the Law Ministry, the coriuactor had ;a sustainable case in respect 
of cleaning of wagons and co~~qwuation for detention and idling of 
labour, which were independent of the termination of the contract. 

3.9. The  Cmnlmittee drew the attetion of the reprcx.atative of the 
hfinistn to the fact that after cancellation of the contract, the Joint 
Dirtvtor (Food) 11x1 issued a testimonial to the contractor, which was 
sited by the contractor in tlle cast. 'Ihey cnquiral whether it was a p  
propiate on the p r t  of the olfirer to have act& in this manner. 'Ihe 
witness said that it \\-as "ilefinitcly . . . . . .not appropriate", but added: 
"lt 11as not ;~ffr.rtccl our C;LW in ;IIIV manner, because our case was not 
that the contrmor was inefic-icnt. M'e tcrniitiatnl the contract on the 
cor~sitleration. . . . . . . .th:it lower rate was available to do the work." In 
reqmnse to a f~~rtlier clwstio~i, tllc witness saicl it was not the practice 
-to issue such t~t i rnoni ;~lc  at~tl that instrwtions would hc issued to 
avnicl rrcurrcl1c.c. of a siti~xt i o n  of this 11;~tlire. 

3.10. Thc Committee feel that tcnclcwrs for the appnintment of ;rgcnts 
should have I m n  invited in this ciis!! well before the existing contract 
was due to cxpirc. C~ovcrnmcnt l i av~  stated that they had the option to 
renew the existing contract and that the normal practice is to study the 
market three months in aclvance in order to decide whether the option 
arailal~le in such cases Eiho~ild lw availed of or not. If this is .w, the 
~C..mmittee fail to understancl why the Rgional Director callc~l for ten- 
ders as late as February. alwut a month I ~ f o r c  the existing contract was 
to expire. This l~rought ahnut a situation in which a decision could not 
be taken on the appnintment of new agents Iwforc the expiry of the 
misting contract. Government were therefore obliged to renew the exist- 
ing contract and the decision, taken shortly alter renewal, to terminate 
.the contract naturally led to a dispute with the contractor. 

3.11. The  Cmmmittee alw fail to understand why, when the existing 
contract gave Government the option for renewal for lcss than a year, 
Government chose to renew the contract for the full period of one year 
from April, 1957. This was unfortunate as Government knew, even 
before the expiry of the original term of the contract, that some of the 
parties, who had responded to tender enquiries, had quoted lower rat- 
Trom April, 1957, onwards. Government's arjpment that they were n q p  
tiating with these parties and that, in the meanwhile, as a "measure of 

-cautionw they extended the existing contract for the full period lacks 
validity, as the negotiations were only for securing "still lower rates." 



8.12. The Ckmmittee also find it dif6cult to accept Govaamear's 
that the cancellation d the contract had no baring an the Arbi 

antor's award, nrh i  went against Government, a i m  the Arbitrata 
gave no reasom for hir award. 

S.lt..The Committee note, after the cancellation of the contract, the 
Joint Director (Food) kued  a testiqonial to the contractor which was 
cited by the contractor in h e  %bitration proceedings. They under- 
rand from Audit that thc Regional Director of Food, Bombay, had 
himnelf, in a written communication to the Ministry erpreased the view 
(20th O c t ~ b ,  1964) that "production oi the. . . . doc urn en^ has put the 
Ckwcrnmept in an mbarrauring position in the arbitration proceedin$'- 
Cmmittee therefore feel that the iswe of a ~estirmonial by a senior cf& 
Cipl $fm the termination of the contract was improper a d  desire thPt 
clear iauvuctbnr jloutd be issued to all c o n m e d  to avoid a lapse d 
rbls nature 



In March. 1963, < ; o v r r ~ ~ m c n ~  intrtwluced statutory c-oatwl to r e p  
1 I p i  of v i ~ i  .Illis ~ontr01 W:LS later rckrxtd in May, 1963 
when a I ~ O ~ I . C ~ A ~ I I I O : T  f o r n ~  trf  co~ltrol over tht' pric-r of v;lu.tsprti far 
cli!fc,:r.nt ;trric.5 I\-,*\ i~itnwluctd. 111 ,]uric. lM4, cvrn this ~ystcllz wits 
distolitillw~l oil .,I, . ISUW.I I IC~  (I.OIK~ the Inclustr-y tI1a.t t l q  hat1 surplus 
ir~.ct.~llt-d c;11>.1t i t \  \\.hir-h i r w l l  g.t\-e rise to a strong in-\milt cmq)vtitive- 
i1cs5 t\.tiic-!i l.ct-p.l\ ~ity;cti\.t'*.I the. nc.crl for ;tny cutc.r11;11 lorm of price 
conr101. t'11t1t-r 111~.  rc~iscd ;trr;t~lgnnent, the i~irlivi~lual f:lctories were 
rcrl~~irtrl t o  rel?r;ul;~tc their ~xircs  for va~~aspati  so that the margin between 
tllc wt*ightcd avrr;qc ptmluse price of raw oils and prices of vsaaspati 
w011lil not ex(.& sln.c.ifir nrargirls approvecl by Government from time 
tc) lime c.overing prtw-cssing and p;~cking; costs, and other incidentals. 

4.2. T h e  Chief Dirrc-tor of Purchaw h a  been purchasing large 
c p ~ n c  itirs of hydmgmatr<i poundnut oil for Defence Servicc~ on the 
hacis of tenders invited from trade. It was notircd that the rate5 paid 
hv the (:tlief Director of Purchase in r-ct of contracts p1;rccd with 
v;~ticms niimufac-turrrs during January, 1965 to December. I965 were 
within the range of "fair prices" worked out on the basis of the approved 
margin5 referred to above. In rerpert of 16 contracts ptacd during 
January, 1966 to fune, 1966, however, the rates paid exceedcd the "fair 
prices", resulting in an extra expenditure of RJ. 29.06 lakhr as detailed 
below: 
-- ---- --- -- ------- - 

No. of Total Rates Value Fair Eara 
a m p t -  qrrantity paid ofpw- prka  mpon- 

A%nth of cont.ract anccs of purchased (In Rs. chsaca (Jn dimre 
tender (In tomes) per (In lW Rs. UP 

tonne) of Rs.) per Iakb 
tonne) bf N.1 



4.3. Before accepting the higher ra ta ,  no effort was made to negotiate 
with the Vanaqrati Manufacturers' Association of India with a vicw to 
oacure retluction in the p r im.  T h e  agreement for voluntary convol on 
the prices of Vanaspati reached by the Directorate of Sugar and Vanaspati 
with the Association does not, thcrcfore. seem to have served the intended 
purpose and appears to lm\c bclied Government's expectations from the 
A m  iafion. 

[Far i~g~;~ph  No. 87, Audit Rejmrt (Civil ). 19681 

4.5. 'T'hc Con~nlirtcc ciicluircxl why in rcslwct of thc siutc.cn contracts 
reIc.rrcd t o  in tlre Audit p:~ragrapli, the Army P u r c h w  O~q.tl~i\.ttion paid 
a sum of Ks. 29.06 laklis in excess of the fair prices. 'I 11e Secretary. 
l )c l~ar tn~ct~t  of Ftnd statrcl that the 'fair prices' "could o n l v  be rcqartled 
as a wry rough guideline" in this case. The 'fair price\' taken bv the 
Arn~y Purchase Organis;~tion, wlien thm placed the contracts in January 
and July lWi were those current at tli;tt time. They were worked out 
with reference to the wcighted average raw oil prices of the previous 
fortnight and the approved processing margins fixed by Ckwernment. 
These prices would therefore have had relevance to a contract which 
provided for imn~ediate or  spot deliverv. However, the delivery dates 
stipulated in the contracts placcd by the Armv Purchase Organisation 
extenclect over a period of three months. During this period 'fair prices' 
were liable to change. T h e  period in which these contracts were placed 
was also a "year in which there was a shortfall in groundnut production." 
T h e  market was therefore "rising". "Prices would have reached any 



h e 1  which they did subsequently." At that particular time therefore 
"when forward contracts werc entered into, naturally dic intlusuy could 
not give an assurance, that the prices woirld be held for ever." T h e  
@stick for detern~ining whcther C;overtrmcat paid mom t l ~ a n  what was 
due in respect of these contracts would In: the 'f;iir p r im '  rclevant to the 
period over which delivery was iiradc, not those rt-latiog to the period at 
which the contrxts werc plactd. If, ttic former pritcs were taken and 
compared with the prices actually paid. "one woi~ l~ l  fincl tliat tlic margin 
drops down to a very wnd1 figure." 

4.6. Taking note ol tllc loreping ~ ) o \ i  t i c  m. ~ l r r  Com~rrit tee askel for 
detailed infonnation ; I ~ I I I  tht. dclivery t1;ites sti~)i~li~tt.d in the contracts 
and weinhtcd oil prices and proc.c.ssirll: n l ; ~ r ~ i n s  tluri~rg thi* period of the 
roiltract. 'I'hr iriformatiorl furnishccl I)); ttrc Ikl);~rtnicrlt in this regard 
is given i r l  : \ppit l ix V. I t  would be seen th;lt tl:~ta ;thou1 weigtltctl o i l  
prices dl11 ~ n g  ttw ~wriod of the contracts is not a\..lil:~lde in a numlm of 
cases "clue t o  rct urns not bciny: rr;rtlily tracr;~l>lr." linced on tlrc infor- 
mation fi~rniclirtl, a stattmwt i.o~iiparing thc [;lit- 111 it-cs relrvaot t o  tlre 
pcriod of drlivcrv with the price$ ;ictuiilly paid has twrn complied at 
Appendis \'I. 'l'hc Committee ol)scrvc. therelronr, tlrat in rcspect of 
3.650 tonnrs of Vanaspati (out ol  ;I total of (1.175 tonncs prc-hased) for 
which infr~rmarion a b u t  fair price\ i5  ;tvail;~hle, the net overpayment 
works out to Rs. 1.93.900. 

1.7.  During evidence, the Serretarv, I)cpart~~li . l~ t of Food, also inform- 
ed the Committee tlrat thc ;tpplic;ttio~~ o f  tlw lair prices prcwnted two 
other tfifl~culties. They "matle no allow:tnc-c. for srrch items as octroi or 
sales tas; nor wa\ any account taker1 01  tlw ( o s t  of scsnmr oil inmrporat- 
e l  in thc 1,rocess of' rnanufac.turc. of \:~iii~sl);iti." Tht. (:cnnnlittcc. enquir- 
ed whether before fixing the fail prices. allowaiice was 11ot ~encrally made 
for the sesame oil used. In a note thc lkpartment h;~ve stated that the 
"price of vanaspati was linked to the over;dl weighted average purchzw 
price of raw oils wed in its manufacture, including ucsamc oil. When 
sesame oil was purchased by the factories conccrncd in any month, it 
would automatically be reflected in the corresponding price of vanaspati." 
On the question of Sales tax, Octroi etc., the Department have stated, in 
reply to a further question, that "the prices stipulated in the contract 
were exclusive of sales tax on oil hydrogenated.  he sales tax was 
claimed by the contractors on the basis of amounts actually paid by them 
as sales tax on oil hydrogenated. No other tax was payahle in addition 
to the contracted price." 

4.8. Listing the other difficulties in the application of the price 
formula, the witness stated that the understanding with the industry in 
regard to prices "was with regard to supplies to general public and not 
to the Defence Sen4ccs." T h e  Committee enquired whether any decision 



was taken either at the time of formulation of the price control rchmoc 
or suhwquently to exclude purchases lor Defence Forces from the purview 
of the %heme. In a note on this p i n t ,  the Department have stated that 
"the price of Vanaspati arrived at in accordance with the undastanding 
reached with the indurtry in June 1964 was for vanaspati as such i-e. 
standard quality product conforming to the spccificationr and packing 
rec~uircmnts prescribed under the Vanaspati and Oil F'rducts G n t m l  
Ordcr, 1M7 and markctnf in accor,rclance with normal commercial practice. 
T o  the extent that supplies for Defeucv differed from such product in 
regard to topccifiutions, packing and marketing conditions. thr prices so 
arrival at would not k applicable to such supplies." The  Committee. 
ho.wever. note from the Audit para that supplies have been made to the 
Amy purCh;ue orffanisation during the period January-December. 1965. 
a\ pri* wbi& wcre within the range of 'fair prices' fixed for rtandarct 
qwlity v24llpa4. 

4.9. Thc Committee cnquircrl whethe1 any ~iegmiations took place 
with thc supp)ierm in this cue. The Secretary, Department of Foal, 
stated that even though the Department could have proceeded on the 
basis of lowest tender c~iquiry and issued acceptance of tender, the Pur- 
chaw Officer took two courses of action to gct tlw lower prices. "In the 
fitlrt plarc, since he cxpccted a murh lower price frotrl Chjarat factories, 
he wrote to the Gujarat Government to intlurc the factories to give 
tcnclcrr . . . . The second action h c  took W'I\ to r all tfw parties for 
neptiatiops. T o  the extent i t  was powiblc.. w:ih a11 the influence and 
pressure that the o ~ j p n i s a t i o ~ ~  t oulcl b~ ing on t l ~ c  tt-.ders. wme reduction 
was alierteci." In a note. the Department have stated that as a rcsolt the 
rcductio~~ in r a t a  ncx~tiatetl "there was a saving of Rs. 968,000." The 
Conimit~ce. however, note that, in spite of the savings effected, the rrtes 
acccyted exceded the fair prices then known to the Department. 

4.10. The CRmmittee 0bsen.c that tlie prices paid by the . h y  Pur- 
chase Organisation for vanaspati procured under some of the contracts 
pllccd in Janua~y and July, 1966, exceeded the 'fair prices* that the in- 
dustry was ts chaqgc by virtue of an armngemm that came into farce 
from Jwcr 1 M .  W k  the total amoullt overpaid canwt be &tensin- 
d, in du a&nce of complete hformcrsion about the 'fair ptirrs' ckCgb 
awe for tbe various lars of supply, tbe Commi~ce note that, in reopect 
of 3.660 ~opnto (art of r total. 06 8,376 t a u  pl;oaued), for w h M  ie- 
fomataa about 'fair prices' is available, the net overpyftrent works out 
to Rs. 1.94 lakhs. The Committee appreciate the fact that these 'fair 
prices', being baaed on raw oil prices in the fortnight preceding dc- 
lie~ay, d d  not have been dttennmed while placing contracts for 
fonrard ddivew over a p e r i d  of one to three months. This difficulty 
however, could have bserr avoided by a stipulation in the amtrac@ that 



-mppliaa would be paid at fair prices to he fixed for the periods during 
which supplies wae due. The Committee arc not able to appreciate 
whv this ww not done. 

4.1 I .  The Conmaittee n a q  &at with &cct from -kr, 1968, the 
prim of xaonyrati haw b& m d ~ d j e c t  to statutory control. T h q  
'hope that Cdwmment will ensure that supplies for the Defence Forces 
arc in futurc made strictlv at rates not rxcccding the contrond pdcer. 



NON-RECOVERYIDELAY IN T H E  RECOVERY OF EXTRA COST 
I N  REPURCHASE 

Audit Parapaph 

With a view to cover a demand of 700 tonne of 'Chana Whole' Rom 
Defence Services, the Chief Director of Purchase had to place contracts. 
on various firms, on 4 occasions, in view of successive defaults by different 
firms to deliver the goods: 

----- - -- ---- 
Name of the firm Date of contract Value of Remarks 

the 
Contract 
(In lahks 
of Rs.) 

I 2 
--- -- - 3 4 - ---- -- -- -- --- 
'A'(RegistercJ: 2 r st Pehrullry, 1966 4-28 Firm failed to make 

supplies. A risk pur- 
chase contnct was 
placed on firm'B' on 
22nd July, 1966. The 
security deposit of 
Rs .21,418 of firm'A' 
was forfeited. 

'B' (New firm) 22nd July, I 966 4.31 Firm folied to make 
supplies. A risk pur- 
chase contract was 
ploccd on firm 'C' on 
2nd December, 1966, 
A h a n d  for the re- 
covery of extra cost 
(Rs. 2-45 lakhs) 
placed on firm 'By 
was returned un- 
delivered by postal 
authorities. 

'C' (Registered) 2nd December, 1966 6-96 Firm failed to make 
supplies. The con- 
tract was cancelled 
and the quantity was 
covered on th 
Food Corporation 
of India on 10th Oc-- 
tober, 1967. - *. - 



___I ----. ----- 
Name of the flrm Date of ~ ~ ~ t r a c t  Vaiuc of Remarks 

the 
contract 
(In lakhs 
of Rs.) 

P o d  C x p ~ r a t i o n  
of Indid 

10th O a l h x ,  1967 6.70 .4 demand for pey- 
ment of "gcneral da- 
mages" amounting 
to Rs. r 61 lakhs 
was placed on 
firm 'C;' on 24th 
August, 1967 
but thc rccovcry i s  
awui teJ d h x m b c r ,  
I 967). The firm Jis- 
p t e d  thc claim and 
have sought arbi- 
tration. 

5.2. The  following points were noticed in h e  contract with firm '1%': 

(i) The acceptance of thr tender wits commul~icated telegrapllicnlly 
on 22nd July, 19(i6, which was received by thc firm. )iowcvcr, 
the formal acceptance of tender issued to the firm on 4th 
August, 1966 was returnrt! undelivered hy the postal auttrori- 
ties, although a telegram issued by the Chief Director st~bsr- 
quently on 10th August. 19(iti calling upon the firm to tle~)or;it 
the security wa\ ac:tuallv rleliveretl at the same address. 

(ii) On 25th August, 1966, the firm wrotc to the Chief 1)irector 
alleging non-receipt of the "tletailcc! order" stating that it' ~ h c  
same were not received within 10 days, it would be asstirned 
that the Government had withdrawn the telegraphic accept 
ance, making Goverriment liable for tlarn;~ge\. With this 
letter, the firm also notified their new addre$$. However, the 
demand notice for the recovery of extra cost, issued to the firn 
on 28th December, 1966 at the revised address was returned 
undelivered by the postal authorities with the remark\ "ad 
dressee not known and incomplete address". Effort5 made 
to locate the firm through the Registrar of Compnnics a d  
Civil Authorities proved to be of no avail. 

(iii) Based on the firm's offer, the contract provided for supplies. 
from certain stations in Rajasthan altl~ough at the time of 
placing the contract, the Purchase Organisation was aware- 
that export of gram form Rajasthan was banned. 



(i) that no t a x  for rc racry  d n t r .  c a t  on ac<ourrt of rryur- 
c h a r  licr tm IIXW *B' as. zrrurdrng to the Mrnistq of Law, 
the frnrl rcjrutchau at their risk and c x p n u  did nor mate- 
rrrlirc 

(ii) thrt there rppcarr to bt " ~ m w  sort of a <olIusion.' txtwrrn 
hrrnn 'A', 'B' and 'C'. 

In Fcbn~an. I!WJ, rtw Army Prrrclraw Orpr i ru t ion  contlrdcd r 
contra!  with lmn 'A' lor ritpplv of p,r:rrlc 'Ilw f~rrn failrd t o  make the 
mpply anci the cantract w m  tltrrefotc- t rncclled . a t  their r1.k and tcnt 
;rrlcl a ~ ~ o ~ h c r  open trncirr crqlrrrt t r r ~ i  I.IIC.~! i'hew ~rtult-I, M h t  tr ~ ~ J C I I  

cd in July, I!HX, mrtl frrm 'II '  whrt h war nrtt rcgi%tcrctl with thc or~anisa-  
tion, war fount1 to be tl~c. lowcct tcndcrcr i h r i r  t c n d r ~  w.rs ~ ~ ( c c / > I c ( ~  
ttlegraphir.tllv and firm wac ;rskcct to dqwnit i t s  45.1311, ar shrtritv 'Thr 
finn, 11iwrsrt.  fai ld t o  d c p s i t  the sccutitv anti the fornlal attrl)t:mcc 
a rdr r  \'tlicJr w.~s writ ro thrm on !!:'r~cl J ~ t l ) ,  l!K6 was rcturrtccl unclrli 
v t r d ,  ;u also all subsccluc~lt t ommunit atlorn fro111 thr  Ikpnrtrncnr 

The Department h a w  statcd thrt  "the scqucncc of events in chit 
ewe strggestr mirtcnm of some sort of mnspiracv &tween M'.r '4' and 
Mfs 'R' in introducing a tictitiour firm. . . .(MIS. 'C') . .to m a y  fin.int ial 
liability on the first fim~." Thc caw was thcrtforc rderrcd to C ~ n t r a l  
Rurcntt of Invr\tigntion for frtrthtr cxmhatim. T h c  D q m n c n t  a l w  
dwictcd at  suqwr~d furrher b l z i n m  with the two firm '.I' and 'C'. f*ndint: 
full investigation into the matter. 



55. The C ~ u t t e c  ct~quarcd haw the A r m y  Purchase Orgaaiution 
u m c  to place an ordct on firm 'B'. wlrrd~ turned w t  to bc hccitious. 
Tbe position in this respect has k r r  cxplainnt by the Dtparmtnt as 
iollows: 

5.6 Thr (:ommittrc askrcl what the findinffr of ttic CRI w t w  T t r r v  
1i.tr.e h C w t  informccl th:ic the c;r\tA " iu  c t i l l  ur~tlrr i n w ~ t i ~ : ~ t i o r ~ . ' ~  

i On the qucrtion of rrtovrrb of ~cmrr.ll tl.~rri,t~c.s f ~ o m  lirrn 'C' 
refe~reti to 111 the Arltiit IJ . lra~rrlh.  rhc Ikprrtment liavc w t r d  thirt "the 
c l ~ t n i  made against the firm was Ks. I ,GI ,080 a1111 t h ~ t  ~ I I  t h i ~  ;t((ount. 
the wcurit\ amount to Rs 14,775 w.15 forlritetl i t1  ~ t w t r t ~ a  Thic 
amount wac later recoverql from their b i b .  While the recovery of 
the balarire amounting to R-x 1.26.305 was bc.in~ nrade, tlic f i rm obtained 
an interim injunction from the court restraining the Governtncnt from 
making rmverief from their bills till further orders. The court ordrretl 
finallv that their wcuritie~ amounting to Rc 91.819, according to thc 
list given by the firm, shall remain attached till the award was given hv 
arbitrators. As an amount o f  Rs 4,353 shown hv the firm ( i l l  the list 
of securities with the Department) was actually apportioned ae in \ t  t h ~ i r  
standing security of Rs. IO.OCW) (ac a registered firm with the Depart- 
ment). the actual amount withheld works out to Rs. 87.490. T l ~ c  caw 
is still under arb i tdomD 



5.11. 7 h c  Jkpartmrn: were a s k d  what rcncclral mcasurcs hrvc been 
trkcn in thc light of rhcir cxpcrientc in this cut. They have statcd: 'To 
avoid rccurrcruc d iuch c a m  the tendcrr particularly tbolc rcce~vcri 
from unrrgibtrrcd ncw f i r m s  are MIW thoroughly u r u t i n i d  and ron- 
1rar.u wr t l r  such flnrrs arr plnccd trrily aftc~ wt~\ fac t~ry  Rank rqwrt .MI 
docurncr~tr like Psrtnrrhip I h d  and Incotrrc l ar (:lcuance Ckrtlfic r t c *  
havc tmn rt.ceivccl. \\'c haw alw, under coru~tlrr.~trrsn a propn~.tl to 
clral with rcgirrcr td  rupplicr, only." 

5.9. The Chrmittm ncrtr that <~~vcmmcni  had to pwchau the 
ur~rca In thb tau. at an crtr.t cost of h. 2.4! hkhr. owing to succtdve 
ddaultn on thc part of rhrc-c firms on whom the ordm wcrc p l d  one 
after an other. (hvmnmcl~t r w  nuqw onr of the thrcc firms to iw 
lrcticimu a d  a yorruiblc collusion ktwccn the othcr two hnnr. which 
they haw rclcwrcl tr, ilu <m~t ra l  Bureau of Invcrrigation for cxamina- 
tion. Thc (irmnrittc.t. wtruld likr tn itc apprird in due caurw of the 
WSUIUJ of the cnquirv, on alu* of the arbitration that u statcd to ht in 
progr- in rrg~nl to thc clut-i~ion of rrcmcn of p w r a l  ctrmagm of 
Rs. 1.61 Lkhn fmm one of ttw hrms involvcri. Thc C~~mmittcc r w c c  to 
note that whilc placing an ortlcr on un-registered firm 'R'. thew h a  fu-en 
u fviiurr to crrrvurc crmq~liancr with the rcquircmrnts of rulc 12 of the 
C k n o ~ 1  F i r d l  R u l n  acrr~rding to which. "in selecting thc renders 
to IK ilrrq~tcd, thc frnvntial ~ f t a r i ~ ~  nf indititlnals and firms, tcndcr- 
 in^ nltm IK cahrn into consideration in aclclition to all thc rrlcvrrttt 
lactar~". T h r  < i)mmittcc tnlrt that rmpondhilitv for this failttrc will )W 

fixccl arul th;tt. in thc light of ttic cxpcrientr p i n 4  in this caw. Go\- 
cmmr-nt will m+tlvc ullcup~tc yrmedurar to cnwrr that  contracts are, 
p1'lncd only with firnls whew Irma fidm and rclialditv can be 
crl Idorclund. r 



M 
EXTRA ESPEN1)ITt~RE IN THF. I'I'KCtI:\SE OF FVHOLE llRD 

.I rrdit f'ara~paph 
Apins t  an aiiverriscti tc~itirr c ~ ~ q u i r y  ifiirrtl by t l ~ c  Chief Director 

of I'urchasf on  18th Snvemtxrr. I !  the otlcr of linn 'A' at 
RF. 101 I X ~  ~ I I ~ I ~ I J I  h.1, thr It~wc.st. :IF this firm h ; d  q~~otcul 
this raw f.0.1. p1.11'~ 01 d v y ~ i t < ~ t ~  in . \ W ~ I I  its i igair~~t  f.o.r. hliIitary 
1 I t  i t i n  1.111 Lil t  nr. as 1 I I tilt* wndcr ~ n q u i r y ,  
r h q  were requested tclrgraphic-all!. on 16th l>creml)cr. 1'96ti t o  cmArm 
that thc rate was irrclusiw of r:~ilw;~y freight at Military Tariff rxtc 11t1t t ,  

3lilitat-v Grain ncln)t. 1.t1lknow. ~ I ' l i ~ u ~ l ~  110 reply was rm.eiv(d from 
the firm, a t r l r g rqh i r  ;~c-cc.pt.~ric c of trtldr.1. was pl;~c-cd on tl1c.111 f o r .  !!or) 
tor~uc.\ ~ ) r i  I!hh Ikc-vr~i~w~r~. l!It;tl 1 1 1 1 ~  tlatc. 111' to uhi( l i  tlic t r t ~ ( l e r ~  W C T ~  

valid for ;~crcpt;rric~e\ :it Ks. 101 per cpintal f.o.r. X.lilit;~rv C;r:tin n r p t  
siding Lurknow. 

6.2. 'I'hc h r ~ n  cli\lmtc.d l l ~ c  v.ilitlir v o f  tlw c c l t i t ~ . ~ i ~  I on 1 1 1 ~  p ) i ~ n d  that 
the terms or thrir o1lc.r hntl twen v:tricd in tlw trlepxplric- ;acwpt:inrc 
c d  tcnilt-r. C:onwc~uentlv. on tlw ha+ of Iry:~l ;rtlvic.c, the c.o~itt;ic.t was 
c;intcllrcl on 14th .\l;~r-ch, l!lfi7 witlio~it l i . ~ ! ~ i l i t ~  on cit11c.r citlc. Thr. 
< A I I C  C I I ~ Y I  (jii.intits W, I \  l:~tt*r rq t i~r r  ti:iwcl A I  .I higl~vt r:irib o f  Ks. 147.19 
~ w r  ~ ! u i r i t . ~ l  1o.r.  \lilit.ir\ <;r.\ir~ I ) c . l ~ o t  \ i t l i ~ ~ ~ .  I.i~cL~tow. 'I ' l i ic  involved 
; ~ r r  e\trit e x ~ w r i d i t ~ ~ r t ~  of K+. 72,OflO ~;illowin,g R\. 10 1)t-r (~~t inr ; i l  tnw;~rcls 
tlir frt.ight at 3fili1:1fv '1';1t i l l  r.itcs I I ~ I I I I  1d.11 c.5 o f  e l ( - , l ) ,~ t (  !I i11 Awrn  t o  
thr  \liIit:trv (;r:tin 1hymt &ling 1.11c know). 

6.3.  It k t \  lwrn ~ . 1 t i * 1 1  t )y  t l i r  > l in i \ t~y  ( ; \ I I K I I ~ I ,  l ! K )  that thr  firm 
'A' h d  offcrcd s u ~ ~ l , l i r \  for ins1)c.c-tiorr from v:lr ioub \t:~tior~c o f  tlc.\l~:l:c 11. 
in lots which wtrc \~n;~lltar thnn 300 ronncs fclr whic 11 norrn;tlly tire in%- 
~ m t i o n  is arranged ;st thc. ~)l:t(r of t l ryu td i .  I t  i\, howcvc~,  not c l r . . i r  
w h v  the firms' trnrlcr wars not rcbjrr-tcvl s t r ;~ i~ l~ t ; iw ;~v  if rc.l:~x.irion of the 
prtwriiurc wa\ nnt fe;t\iMt. in this case cvcn ill cpitr of I ~ P  \aving invol- 
ved, ; t r i c t  why o t f t ~ \  of the otl1c.r tc.ntl(.rcr5 ;iv;~il.~l)l(. . t t  t l1; l t  ~ i ~ n t !  at I . ; I ~ C ~  

r:ingir~g from K\. 122.50 to Rs. 123 per ( l ~ i i ~ ~ ~ : ~ l  f .or .  Military Chain 
t i n  r n o  i c l  of. I f   his h;ctl I ) ~ T I I  clr~nc., ;in extra r x .  
pcnditurc of Rs. 49,000 could h a w  been avoitlcd. 

[Parapapti No. 89. Auclit Report ((iivil) 1968.1 
6.4. In a not? on the cxse w l ~ m i t t d  t o  the Cammittcc, ttw Depart- 

ment have explained that "lllcre are two inodes of pwt-ham of d a b  
and pain5 by the Army Furchaw Organisation: 

(a) Destination pass terms: and 
(b) Despatch pus terms. 



ti.7. In this particul;~r caw. the. tenclt!r cnquirv as w 1 1  as thc pro- 
f ~ i ~ i n ; ~  ;rtt;~chtl t o  thr' ttwclc'~ c.ncpiry was OII clt~!il~ation p s \  basis, i.r. 
for sulq,licn to Iw ctrlivcrctl ;tr Vilitar)' Grains I k p t ,  1.ucknow. T h e  
quantity s t i p l ; ~ t ~ d  fiw n'upplv was 500 metric Lorrtrcs. The lowest 
tenclcrrr had, liowc.vcr. quotctl 1 . o . ~  fi difirrcnt \tarion\ c ) f  tlcspalrh 
in Asain. 1.r.. trot 011 "tltstin;rtion IMW" ICIY~I'S 

6.8. I n  1r11h r o  .I cluc$tion, how, whrn the n t c \  cltlotrtl b) thc firm 
were for supplv f,o r. stat ions of drsp.ttch. thr I)c.p.trt~nc.nt c orlitrucd 
the rate tn Ile valid flu supply ;it dntinacion anti yl;rccd an order of ac- 
ceptance on this basis, the Department h a w  \tatmi: 'ISincc the offer of 
the !bm w a s  in response to a t u ~ d e r  enquirv issued on ' h t i na t ion  pas' 

terms, it muld only kc ronsiclcrd as destina~ion pass tennr." The Dt- 
partmcnt h a w  futrhtr s n t d  that tht d c r  of the firm was not c1e.w. in 
m mmh rs En t)a n r c k  pformr. "th- ahcv had ment ion4 ntcs 
m f.0.r. s@ations of dosperch h c v  had not uu ru l  out the words 'FOR 
MGD SIDINGS L.IKKNOW h m  tbe head in^ of the prim d u r n .  
So their offer roulrl not br t . t b  clearly as f.0.r. Station of despatch. 
i.r.. under despatch p s s  svsteni. .-\ clarification lrnd therefore to be sought 
and since the same was not m i v a i  till the last date upto which the 
offen w e e  open for amptarice i.e. 191?.fii, the firmi offer which was 



6.9. A d d  whr. il tl~c l o ~ w  talitcrct's alter w i  not in c u n f m l t y  
with the t e r m  o f  t l~c  teil~ler crlqutn.. it was tlot rcjcxtrd surrifftrlal~Y 
and other accq)trble of fcn  :tv.lilmI of. the 1kj1.1r1111crtt have st:tt&: 

6.10. In reylv to a further qucstion, what the next acccptahle M e r  
was and haw much more econamical it was, in terms sf the total purchaw 
involved. in coruparisorr to the rates at which the material was pu~~harcd  
uhin~atrlv after a hcsh tantlcr. thc ncpartnwnt have indicatd the follow- 
in(r position: 

"If this firm's o h  
mver thc quantity of 
&am Man: 

had been i p o r c d  the next acceptable offcn tn 
200 tonncs available at that time (19- 12-66) arc 

- .- 
Rs. P. 

r .  . 1 2 3 ~ 0 0  1,230-aa ----- 
TOTAL . . . 245,080.00 - -- 

This  quantity of 200 t o n n e  which Lhe party failed to  supply in 
I k c u n k r ,  1% was ultimately purchased from tcndcn opened on 
27-31967 at the rate of IRs. 147.19 per quintal i.r. at a total cost of 
Rs. 2,94.380. The difference between the total cost at which it was 
available on 19th Ikcchmer, 1% and the cost at which it was 
ultimately p u r c h a d  in March. 1967, works out  to Bs. 49,500. The 
n t a  received in tmders opened on  27-3-67, although higher than the  
m a  available in December, 1966, were found reasonable as compare* 



to the then prevailing m a r k e ~  ra ta .  'Thus the higher nta had to be 
p i c 1  dur  to the market fluctuations which could not be antiapatcd." 

6.11. 'I'he Comtnittcc wantccl to know what the I r p 1  advice given 
in this r u e  wd, 'I'he Def~nrnent have furnished extracts of legal 
opinion rr tlnclcr: 

li.12. T h r  (~mrni t~c 'c .  fail to 1l11clc.rstilnc1 how ttrr 1)qmrtmrnt c n w  
1rr14 thc rate cluotnl tu t l ~ c  IOH'C-\I wncltwr for nt~pplt at points of deb 
I l i d  f u p  .rt cIcwin.l~icm p i n t  rntl placrul an nrcicr on 
I I .  In  thc. tc..wlt. thr I)c.lmrt~ncrir could not avail of tlir ncxt ac- 
tc.111.hlc ol1c.t. wtiirll wo~llcl hr.cc. wvtd tttcm Ks. 19.Y(M), in comprriwn 
lo illr raw at wllich thr  5Ioreq were ultimatclt p r t ~ u r m i  ilftcr a fresh 
tcndrr. Thcs Dcpartmcnt's argumcmt that thr offer of thc lownt tenderer 
cnuld not tw sccrpted on his ttrmr, hut onlv on ttw I)q,artrncnt's terms, 
as stipulated in t11c tcnt1c.r naticc, Iacb  strbrt;~nct-. dncr the Ikpartmcot 
ought to llavr known that an arieptancc, whith was not in tetmr of the 
offc-r could not conr~itutc- P cotltr.~ct out c0111tl at INW Iw onlv a tounrcr 
offer. Morctwcr, t11c I)cpartmc+nt thtnlu*l\c% t ~ a d  d o u h i ~  a b u t  the nffm 
and hod askcti t l ~ c  tcndcrcr to rlorifr whc-tlicr his r a m  would Iw valid 
for stqq)It at O~~t ina t ion .  I f  ~ I C  ( I~ l i f i ca~ ion  was not forthcoming, the 
Dqmrtmrnt d~otrltl h a w  takcn thr  1qic;ll step of placing the order on 
thc nrxt lowmr tt-ndrrrr whaw trrmr coincidtul with thow sripul.ltcd 
in t11c trndcr notice. Thc. Cnmmittrc hop- that the ncpartmcnr will 
t ~ k c  atqn to gu;t~d apins t  a recurrence of roct l~ l a p w  of this nature. 

A f .  R, 3f,!S:lSI, 
Chnirmnn. 

Ptrhltr Accounts Commif tc r .  



(Pigum trltn from the pn, fm m u n t s  prcpucd by the Minirtry of Food u d  
AlpicrJturc) 

(Ai Quantify .lccounr (in To~rt~rs' 

Wheat Rice Otha Totd 
&rum 

I .  Opening Stcxk : 

6.  Closing stock : 

6.4. Difirmct in stock pending adjustment,' 
rcgularis~tion : 

(i) Storage Loss- . . 13,704 20,546 273 34,523 
(ii) Transit Losses . . 42,714 9,985 1,004 53,703 

[Page 180 of Audit Report (civil), 1968 ) 
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71.71 :--) 0.71 
(;ontd. - - - . -- --- - .- - - - - --*. - - - .  - 

*At JlAcwnt rrm for various rcciplcnt S181~4 . \dmiUittrati~~. 



A n t  Rice ,In&mw;: (witheffect from 10-6-66 1 . m  I I l  & I variet~cs lintr 
been merged as Fine rice) ,. 

1966-67 . . . . From 10-6-66 85.50 85.00 (-) 0.50 
to to 
99' 82 (-)14.82 

From I 2- 12-66 85-50 94-00 (+I 8.50 
tu t 1) 
99.82 (-) 5-82 

t h w d q y  Supnfinc II kicr (In&mw) : 
1961-65 . . From 1-4-65 69.08 66.98 (--) 2.10 

rn to 
78.74 (-111-76 

From 3-1-65 Do. 85-30 (1-1 6-26 
to 

<+)15'92 
CotJd. 



Prom 10-6-66 

From 12-12-66 

From 3- I -65 

I-rfvn 1-4-60 

Fmm la-12-66 

80.38 ;+: ro 1 . 2 5  

I-) 8-21 
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w n  W ~ W  a & t ?  at mdm ports duxing non-mcrn- m n t b  I .  n c  R+pht Jisnsrcd in r high ! c d  meting d the FMGraUp 
to~~~~2mi~~i0ntonnernndinmonsbonmc~ntbgIrkF:fonn~yurm~nth ~~~~tF~t~~r);,t&.~ndit=~~i~thit~)ushiprwatpo(yrrmnr 
'Dctmh m per'ntt~chmcnt I and I-AinthcRcpwt. bcgincinp with will bc to lhc extent of 1 . 2  million t- 

m-cqnnendhf br  the Team for the t?,-n-nmn%xv menths. A state- 
mtnr :c r r ? s ! , d . r t  .%n~.xurr  ';\'thowing the r t ~ m l  prqtrarnme from 
.%hi5 1%.  L k z m k r .  I + < .  

I t  . i c , i C d  !ha! I):r f n l l r w ~ g  ryui mcnt should k purchw:- 
- 7  I i t  i~ milfit h imp@& under m t y  

I and 16 rnrchtce under pr~cwitr 11. ..\&n$ly l o  mrhiba 
nerc r r n p ~ t t c d  fn>m I 'SA, 20 mochinm m m i r d  a~ Lffi $ 
fr,,m >wtter!anJ. 7 1 ~  rcmaininl( 16 m . c h ~ n e  w m  not ~ \ a -  







INDIAN FOODGRAINS SURVEY TFAM 

March April om 

Minor Pmj 
(See ottKhcd list\ 

Ncvrrs- 1,-Included in total for Cilcutta. 

z - H.08YIg rrperation could ccmmence if various faci l~tm arc provided. 

3 ' -  Fur monxnm month* reduce cap.c~ty of mnjor port* to S50,u.m tons per 
month and mirubr plm to 5o.ooo tons per month, viz., 

Annual Capability 13,665,000 
Mi- Ports' 





.+ S S E Y  C 'RF I I 

~ ~ k W D ~ l ~ O I ~ . \ l ,  , . I ,.?uo.cw~ 
--..- ---- 

<Attachment Iu to bhk~lrl~cn'u 'I'ram Report l w r ~ r h c c l  I N  lkprt.  r)! I:ucwl.~ 



(Vr& item L' of , 4 p ~ m d i x  IVrj 

Addrtrrmal Cargo lrandltng cqutpmfnf rrqurrfci at tlir t a t /  of 1.!$00,000 
tom per month. 

Rum bay 
1 srt ( 12) ~ ) I I ~ ~ I I I I . ~ I I ~  c i~ul~rrge  nlac I I I I I C \  

A'atrdlu 
1 wt ( 12) ~)r~eurnatit ciw l w r ~ e  111.lt llinc* ( Atitlitionrl rovcrcti space 

Iwrwrcn sllccfs) 
Af o m  ugno 

9 Io tk  1 1 1 1  rrurkm 
5 1 1 . 1 ~  stilt I I I I I ~ :  n w  111nrs 
S ~ r . 1 1 1  t ~ ~ c k c t r  for  tl~rct. t c , r ~  cvatw\ 
2 r s ~ ~ l ~ o : ~ ( l  (;at ~ I I I I I I P ~ S  

I'isakirapotnam (I'irag) 
1 xt (12) p11c11111stic discharge r~xrclrinn. 

Modrar 
1 set (12) pneumatic d isct~:qc  macl~ines. 



No major cquipmcnt ant1 facilit~ tequiremcntt. 



ANNEXLI'RL I C' 
(l 'idc itan 2 of Appendix IV) 

Addrtional Cargo Irat~dling equipment rlrqurrrd at the rate e/ 1,200,000 
t m  per month 

2 Additional Grain Rerths (total 4 p a i n  
;~nr l  1 nlilo k ~ h .  in addition to tmth 8) . 

Knndto 
5 Chute (grri~l 1rol)l~c.r) 1 , r i l  i . I I \  10 I N .  plot idcci In Port T r u r t  by 

115i i .11 ;~lteratioi~ of r.ri l  cars 

,Vorrn rr,gno 

1 Grain Derdi. 
5 I l d ~  Stitc Iring MAC hinn. 
.\ Fork l i l t  Trucks. 
5 Grab Butkrts. .sui~.il)lv for  3 toil crmlcs. 
XITK: It would ;tlqrar ctrsitrt)lc. lor the Food Ileparunent to obtain 

the uw ol thc 5.000 ton carp)  capadtv Delence hfinlscq 
\ V i ~ r c h o ~ s ~  Itu.rter1 ;kt Rasco r.1ic1 rmd yaril. 

1 Additional Gr;iiri lkrtll. 
1 Sct (10) pneum;~tic Discharge Machincr. 
8 Bag stitching Machines. 
7 Inclined Rag Canrcyors (hnnll. portable). 



Madras 
I Addiriond Grain Hc~rh 
1 Set (12) pneumatic Ihuttargc !iIachitics 

Mlnor Ports 
No major ec~uilmiettt .mcl t.tt  i l l [ \  rrquircriicritr 



3 M/a. Shrt Jagdish Oil Indusrrica, ror- 20-2-66 K.IJ. - - 
hndrr 31-3-66 N.A. - - 

6 w. &tar Oil Indurmcs, (Oudh Sugar a-3-ch 5253 7 1 2 ~ 4 9  432 J 
Mills), Akoh . 

8 Ws. Tam Oil MUb, Bombay j a8-1-66 N.P. - - 



h4s. New Saurashtn Vqcuble P w  31-7-66 
ducts, Morvi 

MkvShrc  Jagdirih Oil I d u l t r i c ~ .  3 t -'-66 
Porbuar.  16-S-66 

31-s-66 

Mk Mdhusudan \'e)rrtabIc Pnhf ucts. 3 I---66 
R ~ k h ~ a l .  10-S-66 

3 1-3-66 

k( 's. Ashwani Industriec, Samlilu 11-'-66 
10-8-66 
3 i - 8-66 

3 1 9  
3335 

3123 
N.A. 
32WB 

N.A. 

29-a 
2936 
2036 

3102 
S.A. 

3 1 -0 
N.A. 
3 3 1  I 

N.P. : nil or negligible purcha'es of oil from third-partter. 

N.A. : not a v ~ i l a h l c  duc to returns not hcing rcadirv traceable. 











of loss was due to higher nioisture content of indigenous rice and  the 
relatively larger quantities of that grain stored, they feel that the matter 
needs further study by Government, with a view to devising effective 
measures to reduce the losses. 

Deptt. of Food 

I .21 Dept t. ot' Food - 
Mi!l.istry Railwaya 

T h e  Committee note that la]-ge rjrlmtiticc, of foodgrains transported 
by Governnicnt arc movcd in open wagons. T h e  quantum of such 
movemrnt in 1967 wa5 2.47 million tonnr?. or  25 pcr cent of the total 
c p ~ n t i t v  movcd, and 1.4 million tonnes in the first eight months of 1968, 
or 22 prr  rent of the grains movcd. T h e  loss involved in such move- 
nients in the first eight months of 1968 wa5 substantial and amounted 
to 6,673 tonnes, of tvhirh about 1.900 tonnes alone were lost due  to ex- g posure t o  rains. 

3'11e Committee h;id cxaminetl last year the performance of the 
Railways in the Thi rd  Plan and had pointed out in thci; And Report 
(Fourtli L.ok Sabha) that, as against the target capacity of 249 million 
tollnes of originating goods traffic to be crea~etl  at  an  additional cost 
ol R \ .  1325 crorcs, the ;ictual cap;wity developetl at an expense of Rs. 
I.fj86 rrores was 225 million tonnt.5 (approx.) of originating traffic, while 
the act~lal  movement in the last year of the Thi rd  Plan was only 203 
million tonnes. It would tlius appear that, while there is spare capacity 
avail;~l)lc on the Railways, it is the look of an adequate number of 
coverctl wagons \\.hi& arts as a const!-;lint on wfe movement of foodgrains. 
T h e  (:omriiittce wortltl like  lip K : ~ i l w ; ~ u  review carefullty, in consulta- 
tion 1 i t i i  the Department of Food. the rail transport required for the 
movement of  fooclgrains fro111 surplus to deficit States in the light of the 
rccen t increases achieved in food protlt~ct ion in the country. 





ernment to transfer the furlctions of the Food Corporation of India still 
penformed by the Food Department to the Corporation and reduce the 
number of posts in the Food l)epartrticnt. T h e  Committee would also 
like Government to undertake a comprehensive study of the workload 
in the Food Department both at Headquarters and in the Regions to 
effect maximum economies by job analysing the work through 
the Staff Inspection Unit of tlic Ministry of Finance who have already 
tonducted somc str1t1it.s in this rrsjmt. For any additional workload a 
minimum number of posts niight be kept on a purely temporary basis 
whose retention may be consiciercd every six months in the light of actual 
work involved. 

b ~ p t t .  of Food T h e  Conmiittee observe that one of the major items of 'indirect ex- 
penses' on the sc-lienie is on account of rent godowns. This, however, 
does not bear any relationship t o  the storage position as reflected in the 
quantity of grains stored by the Department. While the quantity of 
f d g r a i n s  stored tleclinetl from 47 lakh tonnes in 1965-66 to 43 lakh 
tonnes in 1966-67, the c s p e n t l i ~ ~ ~ r e  on rent, tvhirh was Rs. 68 lakhs in 
1965-Gti, rose to k s .  92 lakhs in i!ltiG-67. T h e  C o n ~ ~ r ~ i t t e e  would like the 
causes of this i n .  rrase to be ex;~rnincd by Government. In  particular, 
they would likc r r ,  know whether. ;vith the p1,ogre~sive transfer of storage 
work to the Food C;orporation and the I c~irlc:iml i r ~  the quantities of 
fodgrains stored by the Department, there I.:ls hem a progressive release 
of godown space. ... , 

T h e  Comniittee note that the ciemurr;~ge in respect of foodgrain ship- 
ments amounted to Ky. 1.i 1.W l;:h!ls i l l  I W i - f i 7 ,  a5 against Rs. 12.42 lakhs 
in ]!H%-I,G and Rq. 87.31 I;tklis i l l  i01i7 68. IVhile t!le Committee appre- 
ciate tile fact that the ports hat1 to cope with very heavy arrivals in 



r r C * i  
1 Y W f i 7 ,  they woultl like to point uut t h ~ t  actu;d clearance ranged from 1 
to 1-12 million tollrles, ;~g.~ilist tarqctted clearallce of 1 . 2  million tonnes 
cspwtul  LO be nchievccl ;is a rcsul. 0: the i~:l\)lemei~tation of the recom- 
mzndations of the U.S. S t ~ ~ t l y  'i'e;~ I .  T'li~: (:omnittee note that, though 
t l ~ c  I k l ) i i r t ~ ~ ~ ~ l ~ t  W A S  u.orki~lg to ;I t.clgct o: i .  '  nill lion tonnes, port hand- 
ling equipment to augriirnt c-:ipncity \\.as 1111l.t-hased more o r  less on the 
scale considcretl al)l~l-ol,ii;~tc by the ! - t l ~ c I ? .  'Team for reaching a pesk 
clearance of 1.5 ~ l ~ i l l i o r ~  tonncs. 111 view ul tljc ~ a l ~ ~ t n n t i a l  investment 
of Rs. 148 1;tkhs niactc in tllcse itenis of :.l!~:iprnent (about Rs. 96 lakhs 
o f  it in f'oreigti esc21;111ge) . tilt ( i r l ~ l t l ~ i t ~ ~ ,  : ::I]. :, \trejS too strongly the 
need to ensure th:tt thc cquipilent is pur I U  o ~ ~ r i m u m  use. 





T'hc Committee .IIW find i t  difficult to accept Government's view that 
the cancellation of the contract had no  bearing on the Arbitrator's award, 
which \tent against Governnlent, since the Arbitrator gave no  reasons 
for hi5 itward. 

T h e  Comnittee note tllar, after the cancell~tion of the contract, the 
Joint Director (Food) issued a testimonial to the contractor which was 
cited by the contractor in the arbitration proceedings. They under- 
stand from Audit that the Rt-gional Director of Food. Bombay, had him- 
self, in a written Cornn~unir;ttion to the Ministry expressed the view 
(20th Ot ~ o l ~ r ,  l!Mil) t l i i ~ t  "protluctiou o l  the . . . .~locuments has put the 

C;ovcrnnicl~t in a11 clnlxtixtssing position in the arbitration proceedings." 
Tlic Comniittec t l ~ e ~ d o l - c  feel t l l ; t t  rhc issue of a testirnonia! by a senior 
official after the tcrrnit~;~tioli o f  ~htb cot1tr.1c.t TV;IS improper arid desire that 
clear instructions slioul~l bc ivi~reil to ,111 coticer~ied to avoid a lapse of 
this nature. 

-3 
C, The Conimittcc ~bsct-vc tlrat ~ h c  ~ ) i  it cs p i t 1  by the Army Purchase 

Organisatioli f o ~  v ; ~ t i : ~ ~ p ; ~ t i  l)io( 111.~'(1 1111t1cr so111c 01 the contracts placed 
in  .January and Jrtl\,, I!Wi. l~sc~c~tlccl the 'fair pikes' that the industry 
were to chwgc I ) \  vi!tue o l  ; I I I  ;~r.r;~ngcliicnt that came into force from 
June, 1!)G.1. \Yhile the total amount ovcrp:litl cannot be determined in 
i f le  al)wncc of cornl)lcte inforniation :1bo11t the 'fair prices' chargeable 
[or tllc vi~riot~s lots of' supply, the <;o~iilnittcc note that, in respect of 
3,650 tonne\ (out of a total ol' 8,375 tonncs procured), for which infor- 
mation about 'fair 1)i.iccr' is av;~il;~l)lc, t l ~ c  net overpayment works out to 
Ks. 7:94 1;tkhs. 1 o i i i i i t  i t  t i  f : ~  that these 'fail 
prices', being 1,;isctl on r;iw oil 11riccs in the fortnight preceding 
delivery, could not 1i;tvc I~ ren  rletelmined while placing contracts for 
forwart1 clelivcry ovcr ;I 1)criotl of  otic to thrco n1011ths. T11i difficulty 
however, could have been avoidrci by a stipulation in the ror::racts that 
suppliers would be paid at fair prices to be fixed for the !.eriods during 



which supplies were due. The Committee are not able to appreciate 
why this was not done. 

18 J. r r  Deptt. ol' Food The  Committee note that with effect from September, 1968, the prices 
of vanaspati have been made subject to statutory control. They hope 
that Government will ensure that supplies for the Defence Forces are 
in Iuture made strictly at rates not exceeding the controlled prices. 

19 5 9 -do- The  Committee note that Government had to purchase the stores in 
this case at an extra cost of Rs. 2.t2 lakhs, owing to successive defaults on 
the part of three firms on whom the ortlers were placed one after an- 
other. Government now suspect one of the three firms to be fictitious 
and a ossible collusion betwecn the other two firms, which they have 
referrel  to the Central Bureau of Investigation for examination. T h e  
Committee would like to be apprised in due course of the results of the 
enquiry, as also of the arbitration that is stated to be in progress in regard 
to the uestion of recovery of general damages of Rs. 1.61 lakhs from one 
of the 9, rms involved. The Committee regret to note that while placing 
an order on un-registered firm 'B', there has been a failure to ensure 
compliance with the requirements of rule 12 of the General Financial 
Rules according to which, "in selecting the tenders to be accepted, the 
financial status of the individuals and firms tendering must be taken into 
consicteration in addition t o  all the relevant factors." T h e  Committee 
trust that responsibility for this fail!~re will be fixed and that, in the light 
of the experience gained in this case, Government will evolve adequate 
p-ocedures to ensure that contract5 are placed only with firms whose 
honn fidcr and reliability can he established beforehand. 

The Committee fail to understand how the Department construed 
the rate quoted by the lowest tenderer for supply a t  points of despata - i - .. 



as valid for supply at  destination point and placed an order on this 
basis. In the result, the Department could not avail of the next accept- 
able oficr, which would have saretl them Rs. 49,300, in comparison to 
the late a t  which the stores were ultimately procured after a fresh 
tender. T h e  Department's argument that the offer of the lowest tender- 
er could not be accepted on his terms, but only on the Department's 
terms. as stipulated in the tender notice, lacks substance, since the De- 
partment ought to have known that an acceptance, which was not in 
terms of the offer could not ionstitutc a contract but could at best be 
only a counter-ofier. Aforeovel-, the Drpartmcnt themselves had doubts 
ahnut tllc olkr and 11;td ;,sketl the te~irler-c.r to clarity whether his rates 
would be valid for supply at destination. I f  the clarification was not 
forthcoming, the Department should have taken the logical step of plac- 
ing thc order on the next lowest tenderer whose terms coincided with 
th& stipulated in the tender notice. The  Cotnmittee hope that the 
Department will take steps to g ~ ~ . ~ r d  against recurrence of costly lapses 
of this nature. 



St. 
No. 

Name of Agent Agency S1. 
No. No. 

Name of Agent Sencp 
No. 

DELHI 

Jain Book Agency, Con- 
naught Place, New Dclhi. 

Sat Narain & Sons, 3141, 
Mohd. Ah Bazar, Mori 
Gate, Delhi. 

Atma Ram & Sons, Kash- 
mere Gate, Delhi-ti. 

J. M. Jaina & ?rothers, 
Mon Gate, Delht. 

The Chtra l  News Agency, 
23/90, Cor!naugllt Place, 
New D e l t ~ .  

The Enslish Book Store, 
7-L, Connaught Circus, 
New DeIhl. 

LPlrshmi Rook Store. 42,'" 
Municipal Market, Janpnth . 
New Delhi. 

B a b e  Brothers, 188 Laj- 
patrai h h k e t ,  Delhi-6. 

Jayana Book Ihpot ,  ~ h p -  
p ~ # i l ~  K 1 1 1 ,  K i n 1  Q I : ~ ~ ,  
Nav Delhi. 

33. Oxford Book & Stationery 
Company, Scindia House, 

I I Connplght Place, Ncw 
Deh-I. 

3 34. PeopIc'n Publishing IIouw, 
Ram Jhansi Road, New 
Dclhi. 

9 35. The United Book Agency, 
48, Arnrit Kaur Market, 
Pahar Ganj, New DeIhi. 

I I 
36. Hind Book House, 82, 

Janpath, New Delhi. 

37. Rookwell: 4, Sant Naran- 
kari Colony, Kingswar 
Camp, Dclhi-9 . 

38. Shri N. Chaoha Sin@ 
News em, RnmlaIPau. 
Hi& Y m m l  h l n c ,  

23 Irnphal. 

AGENTS I N  FOREIGN 
27 

COUNTRIES 
39. The Secretary, Establish- 

ment Department, The 
66 High Commission of India 

India Housc,Aldw)rh, 
LOL'DON,W.C.-2. 
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