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INTRODUCTION 

2. The Appropriation Accounts (Civil), 1967-68 and Audit Report 
(Civil), 1969 were laid on the Table of the House on the 18th April, 
1969. The Committee examined the paragraphs relatfng to the 
Ministry of Food, Agriculture, Community Development & Coopera- 
tion (Departments of Food and Agriculture) at their sittings held cm 
the 30th June, 1969 and 31st October, 1969 (F.N.). The Committee 
considered and fbalised this Report at their sitting held on the 26th 
March, 1970 (AN.). The minutes of these sittings form part of the 
Report (Part 11) *. 

3. A statement showing the summary of the main conclusionr 
of the Committee is appended to the Report (Appq& III). For 
facility of reference these have been printed in thick type in the 
body of the Report. 

4. The Committee place on record their appreciation of adtance 
rendered to them in their examination of these aecounb by the 
Comptroller and Auditor General of India. 

5. The Committee would also like to expresa their thanks to the 
officers of the Ministry of Food, Agriculture, Community Melop-  
ment & Cooperation (Departments of Fwd and Agriculture) for the 
cooperation extended by them in giving information to the Corn- 
mittee during the course of evidence. 

ATAL BIHARI VAJPAYEE, 
Chaitman, 

Public Accounts Committee. 



-1 
MINISTRY OF FOOD, AGRICULTURE, COMMUNITY 

DEvEUPMENT & COOPERATION 
WEPARTMENT OF FOOD) 

~ o o d  Storage Godownr 
Audit Paragraph 

In paragraph 4.67 of their Fifty-ninth Report (Third Lok Sabha), 
the Public Accounts Committee observed (October 1966) that, ia 
view of a substantial storage capacity remaining unutihed year 
after year and of the large expenditure on rent and maintenance of 
hired godowns, the whole matter should be examined afresh ln detail 
to arrive at some narms which would enable the Ministry to work out 
their requirments more realistically and that they should alsa 
explore the possibility of reducing the number of hired godowns by 
making full use of Government-owned godowns and also by expedib 
ing mstruction of Government godowns. The Ministry informed 
the Public Accounts Committee in May, 1968 that the Planning Com- 
mission had appointed a working group to go into the question of 
storage of not only foodgrains but also of other commodities during 
the Fourth Plan period. The *table below shows the extent of utili- 
sation of storage godowns, owned or hired** by Government, h 
July, 1968:- 
- 

Region Maximu~Stomgc apodtr Capo& ( b a @  Babe (In - ~~ 
operation v u t ~ ~ ~ t  tho-rnd 

State owned H a  Total utilised unusable :pace tonne) P m n -  
tape of 
vICllll 
spPa I 
m 

usabh 
c a m  --- 

I 2 3 4 5 6 7 8 
-h 

-- 
Encrart 
A~sam . . . u - d  3.7 ~ 8 . t  30.6 2.0 111'5 33'6 
Tripura . . . 20.7 2.6 23.3 8.9 .. 11.4 61.8 
W. B e n d  . , 249.2 138.5 387.7 191.~ 59.0 137'3 41.8 

TOTAL . , 31d.3 141.8 459.1 230.9 61.0 167.2 42'0 

Wam: 
G l h t  . .* . 73.6 r p . ? V  246.9 219'0 I 22.8 9'4 
Gap . .  13.0 13.0 9'4 .. 3.6 27.7 
Mahumohm . , 6i.4 139.8 923.2 483.0 IW.5 335.7 41.0 

TOTAL . , ~ 7 . 0  p 6 . 1  1187.1 711.4 1~9.6 362.1 33'7 -- -- - 
* E ~ d u d s  the grdaars mnrfctrtd fa the Frcd Cnrpcrstion of lad& 
*bDurin~ 1967-68 the Department  pent RR. 70 lnLhs On pf hired 

m d  RL r3+6l l  rkhr oa mjatuuon of Governmentolh~cd u 



GRAND TOTAL . 1171.3 525.4 1696.7 973.1 V6.6 547.0 36 

1.2 One of the godowns owned by Government i3a WQU* baa 
n=mained mostly usutilised during the two years ended with kern-  
ber, 1967:- 

30th D c c c m k r a  I967 53r587 3,500 S%@7 93.5 

1.3. Government stated (December, 196B) that this godown, 
which is situated 35 Krns. from the Calcutta port, had remained 
lqrgely vacant solely because their expectation to build b f i r  stocks 
had not materialised, and that the stocks in this godown went up 
to 28,901 tonnes in August, 1968. The godown bas been transferred 
to the Food Corporation of India in September, 1968. 

paragraph 82 of Audit &port (Civil), 19693 

1.4 The Committee enquired about the basis on which assessment 
of storage accommodation was made for the last 3 years ending 
1968-69 and the reasons for a high percentage of unutilised godown 
space. In a note, the Department of Food have stated the position 
as under: 

"The requirements of storage accommodation were assessed 
in the past on the basis of the following broad principles: 

(a) In port citiee, the transit acaomdatiion should be 
equivalent to m e  month's imports. 

(b) The storage space at inland storage cenpm for buffer 
stock operations should be equivalent to 6 months' 
off -take. 

' (c) At consuming centres, the storage space should be 
7 equivalent to two months' off-take. 



TABLE I 

P snge of 0/, age of utilira- NO. af COWCU~~V., 
StatelUnion tionof usable spscc months 

Turjtorp (Lower nnd Upper r~agr) fw.which data ir av~r I , 

Andhm Pradesh . - 1.1 to 74-5 29 

Tripura 

Orissa . . 
Assam . .  
Bihar . . 
Punjab . . 
Maharashtra 

Msdhga Pradesh 

West Bengal 

Guiarat . . 
Madras . . 
Uttar Pradesh 

Goa . . 
Delhi . . 
Manipur . . 

30 
In April, 1966 

28 

20 

In April, 1966 

35 

7 

32 

35 

32 

7 

29 

7 

I I 

&&si. . 17.4 I I . .  . . . . . .  



1.6. The Committee referred to the observations made by a 
Storage Committee appointed by the Food Corporation of India that 
the utilisaMon of large storage facility created under the crash 
programme in Chingleput and Tanjore districts in Tamil Nadu has 
been "a matter of serious doubt and concern". The witness stated 
that initially "those godowns were put up because of the very great 
increase in the production of rice that  was expected in that particular 
area due to double cropping and various other agricultural improve- 
ments that were introduced". The witness added further: "During 
the two years immediately after they were constructed, our expec- 
tation of rice or paddy.. . . . . . . did not prove correct. I t  is true 
that for a year or two, they were not fully utilised but, with the 
prospects now of our being able to achieve, if not exceed, our 
buffer stock targets, I think we shall need every godown in the 
country and I have no doubt that even (these) godowns.. . . . . will 
he fully utilised." When enquired about the present position of 
these godowns, the witness replied: "The Chingleput godown is 
full, the Tanjore godown is full and in Mannargudi godown, it is 
90 per cent (full) ." 

1.7. The Committee referred to the godown in Calcutta mentioned 
in the Audit paragraph in which the capacity had remained unutilised 
to the extent of 90.2 to 95.5 per cent in January, 1966 and December, 
1967 and enquired why the godown was being underutilised. The 
nltness replied: "This godown in Calcutta is 35 Kms. from the Port 
and had a rail siding and was bound to be vely useful ultimately, 
though for two years it remained practically vacant. Apart hwn 
thls godown, we had a lot of other transit accommodation in 
(rcdcutta itself, and if we wore not able to store out all the imported 
grain (from the port) to its destination and had to store' some of 
it fn the transit accommodation, that was stored in the godowns 



nearer to the port area and the ~~xMoD. ,  therrefon, to thi; 
godown 35 kilometres away did not ar$e to the same mt ,, 
Explaining the background of the problem the witnew .t.w that 
during two drought years the port capacity which could prwoUsly 
handle "about 5 lakh to 6 lakh tonnes in a manth" had ~ l f t  "the 
minimum quantity of foodgrains which the people need& then". 
The .witness added: "The off-take during these years of drought-I 
mean, the total quantity of foodgrains allotted by the Centre the 
States and delivered to the States-was of the order of a million ton- 
nes. A million tonnes were coming and a million tomes were being 
moved to the States. I think, by and large, there is no doubt that 
the grain that came in was moved out as quickly as possible." ~h~ 
Committee enquired about the present position of this particular 
godown. The witness replied: "The position today is that there are 
35 thousand to 40 thousand tonnes in that godown (against the usa- 
ble capacity of 53.5 thousand tonnes on 30th December, 1967). The 
original capacity was worked out on a certain assumed height of 
stocking. But In practice, the height could not be reached as was 
originally estimated. So, the effective capacity is not as much as 
shown in the papers. I have no doubt that in a manth or two it 
wwuld be fully occupied." 

1.8. During evidence, the representative of the Department of 
Food apprised the Committee of the following overall position in 
regard to storage utilisation and requirements: "The position today 
is that we are holding throughout the country nearly 5 million tonnes 
of foodgains and my own forecast is that in the course of the next 
6 months assuming an average monsoon, stock may go even upto 
7 million tonnes. So our problem at the moment is not non-utilisa- 
tion of storage but to find adequate storage for holding the grain 
we would be getting." 

1.9. The Working Group on storage set up by the Planning Com- 
mission gave the following assessment: 

"With prospects of increases in the production, marketable 
surplus and public procurement and distribution of food- 
grains, it is obvious that a substantial expansion of storage 
capacity will be required for foodgrains and pulses. On 
the basis of past experience, we reckon that the market- 
able surplus may be of the orde~ of 40 to 45 million tomes 

, by the end of the Fourth Plan. Public promemat for 
purposes of buffer stocks, price support and pbuc 13s- 
tibution may amount to over 12 million tannea." 

'The establishment of a buffer reserve of foodgrains is a 
declared policy objective. The appropriate sfie of 



a m  aneEsrged hsls rmged from 5 to 10 -011 ~OWER. 
T&c W*lf &up an F0od Policy has considered a- - df 10 million tonnes as the ideal reserve. But in 
view of the constraint of resources, it has r e c o m d e d  
a r e e m  of 7 million tonnes by 1973-74. The Agricul- 
tural Division of the Planning Commission has taken the 
view that a reserve of more than 5 million tonnm may 
not be a practicable proposition. On the other hand the 
Plan outlay foreseen for the buffer reserve may not permit 
a reserve of more than 4 million tonnes. In view of this 
we have based our calculations of new storage capacity 
on a buffer reserve of 4 million tonnes. A reserve of 
this size will require storage capacity of 5 million tonnes 
after allowing for 20 per cent of space for operational 
purposes. Further capacity of 2 million tonnes is likely 
to be needed for pipeline stocks and to cover seasonal 
fluctuations in the requirements of storage which are 
likely to be more pronounced with a reduction in the 
import component in our food resources. Thus we place 
the minimum requirements of storage space for FCIlFood 
Department and State Governments at 7 million tonnes. 
Against this the capacity owned by them will be 4.5 million 
tonnes at the commencement of the 4th Plan." 

1.10. The Committee enquired about the planning of Government 
in regard to buffer stocks and for future storage requirements. The 
witness apprised the Committee of the following position: 

"The recommendation of the Working Group was that a 
buffer-stock of 4 million tonnes zonal-wise may be practi- 
cable if we have to meet that within our resources. And. 
this would require a storage capacity of five million 
tonnes plus another two million tonnes capacity for pipe- 
line or operational stocks. That is how the total capacity 
comes to 7 million tonnes. I t  was on this assumption that 
the Working Committee attempted to assess the total 
storage requirments. On that subsequently, the Plan- 
ning Commission met and came to the conclusion which 
had been accepted by Government namely that the target 
of buffer stocks should be five million tonnes wer  and 
above two million tonnes of operational stocks. That 
comes to 7 million .tomes. This is the decision taken 
by Government." 

'We have had long discussions with the Planning Commission. 
Very briefly, the position is this: The ~ommis'sion has 
agreed and Government has approved the provision of 



8 
Rs. 45 mores in the Fourth Plan for the purpose of &age 
accommodation. We wanted more, but keeping fn view 
the constraint of resources, this Was pfovided We have 
pointed out that the position should, be reviewed after two 
or three years to see whether addfticnral capacity ig 
required or not. This Rs. 45 cmres will yield roughly 
2.5 million tonnes of capacity." 

"We have finally agreed on 5 million tonnes buffer plus 2 
million tomes operational stock. We would perhaps like 
a bigger buffer, because if one does a statistical exercise 
and takes into account the frequency of badlinmerent 
years and on that basis find out what the buffer needed 
would be, for instance, in the past 20 years to deal with 
situabions of ;bad or indifferent years, the figure may 
come to 9-10 millions tonnes. But holding a buffer stock 
is a costly operation. It means locking up resources. To 
that extent the cost of holding buffer goes up for various 
reasons-interest on capital, storage cost etc. All these 
eventually increase the incidence to the consumer. So 
considering these various limitations, initially we have 
agreed to have a buffer of 5 million tonnes plus 2 million 
tonnes for operational pipeline stocks." 

1.11. In para 4.67 of their 59th Report (Third Lok Sabha), the 
Public Acmunts Committee had recommended that Government 
should explore the possibility of redudng the number of hired 
godowns by making full use of the Government owned godowns 
and also by expediting construction of Government godowns." The 
Committee have been given figures of the total storage capacity in 
the country in the various sectors as on April, 1968. These are 
-tabulated below: - -- ---.-- - - 

Central Stnte Cxntral State Coopem- 
Food Govern- Ware- Wafe- tjves Total 
Depn. ments housing h o u m p  

and FCI Corp. Corps. 
.-, 

(In thousand tomes) 

H i d  . 872.1 1262.8 IQA.: 510.7 . . 28.40. I 

TOTAL . 2076.2 2659.0 846-1 738.2 2517 9736'2 ----- -.-.- .- 
(Source: Page 8 of the Report uf working Group ' of Planning 

Commission) 
1.12. The Committee observe that out of a t d a l  storage capacity 

*Of 97.36 lakh tonnes with all the agencies, including the State GOV- 



+-ts and Coaperatdves, 28.40 lakh tomes or 29 per cent con- 
.stiwtes Bred c a ~ d t ~ .  The proportion of the hired storage capacity 
of the Food m r t m e n t  and the Food Corpdration of India has 
varied from State to State. The data in this regard is given below: 

Perccntnge of hired 
capacity in rrlntipl 
to total c a m  

with Food De- 
partment and Food 

Corporation of 
India 

Tamil Nadu . . . . . . . .  21 

Unar Prsdesh . . .  3 

Rainsthan . . . . . . . .  o 
... .- ---.---- -.. 

1.13, According to the findmgs of the Working Group of the 
Planning Commission "much of the hired capacity is sub-standard" 
and, therefore, "needs to be reduced." 

1.14. The Committee desired to know the amount of rent being 
paid by the Food Department for the hired storage during the three 
years ending 1968-69. From the information furnished by the GOV- 
nnment in a note, the Committee observe that the Food Depart- 
ment alone paid about Rs. 2.28 crores as rent during the three years 
ending 1968-69 as under: 

. . . . .  19-67 Rs. 92.05 lakhs 
. . . . .  1967-68 Rs. 70.01 lakhs 
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Th~ee figures are exclusive of lpnt paid by the Food Corporntjon 
of India to whom &owns were progressively transferred h tg, 
Department of Food. 

1.15. The Committee asked for data about the extent to which 
hired capacity in different States I Union Territories had proved 
sub-standard and the extent of damage to foodgrains due to the 
sub-standard nature of storage. They enquired whether Govern- 
ment had considered the feasibility of recovering these lossea from 
the owners of such godowns and taken steps to release such accom- 
modation. In a note, the Government have furnished the fallowing 
information: 

State/ Union Sub-standard hired storage Extent of deterimtion/dnmage 
Trmtorp and ste s taken to release to foodgrains 

sucR accommodation 

Bihar . . . An Airforce hangar having a 
gyacity of 4,ow tonnes 

ongmg to Defence De- 
artment was taken over at 

garbhangs in ,968 during 
Rabi season. A godown of 
750 tonnes which was hired 
at Forebesganj was also 
Sub-standard. Efforts are 
bang made to release these 
godowns. 

About 2 tonnes and q Kge. o. 
rice procured in Bihar got 
damaged due to rain water 
at Darbhanga Airforcc 
hangar. As these sub- 
standard godowns were 
taken due to emergency 
knowing that they were 
sub-standard recovery of 
loss ftom owners is not 
possible. 

, A capacity of 33,75 tonncs Efforts are being made to 
u n l ~ x d  by, Food brporatlon recover the M* of Rr 95,083 e25 
of India in Gujant State from the State Warehousing 
Warehousing Corporation Corporation and the matter 
godoans was sub-standard is now under correapondencr. 
accommodation. Out of 
this only a capacity of 1,328 
tonnes is awaiting release. 

Wh:-a Pradesh . A capacity of 25,s 4 tonnes Loss sustained woe 83.90 
hired by Food zorporation quintals of wheat/"ce 
of Indm was sub-standard. Efforts are being made to 
These godowns are being recover the loss from the 
&ased as and when the owners of the godowns md 
stocks are iswed. the matter is under corms- 

pondencc. 

?.nil Nadu . The following accommodation In  none of thefie godm08 
taken over in Madras Region foodgrains have been lllowed 
was sub-standard : to deteriorate. In wme 

c~ses  the bottom layer 
41 9 tomes at Tuticorin of bop  whek the floonng 40$0 tonno at Coimbatofe of godowns ie not p u c a  got 
4x00 tomes tit KpnikL;nl damaged slightly. The u m e  
and Pond~cherry. have, however, been dik 

posed of. As these tub- 
~tandard podowru, were' _ -- - - - . - -__. - . - -- ---- --- 
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taken due to emergency 
knowing that aammoda-  
tion was substandard, re- 
covery of loss from owners 
is not possible. Efforts are being 
made to relcase the godowns. 

36 tonnes of wheat deteriorated 
and got damaged due to sub- 
standard nature of godowns. 

p t n r  Pradesh 34 capacity of 37.138 lonnes AS these sub-standard 
hired was sub-standard. These godowns have been t d e n  
godowns arc bcing released. knowing that accommoda- 

tion was sub-standard, re- 
covery of losses from owners 
is not porsible. However 
the owners of rhe godowns 
cannot be held responsible 
for damage to foodgrains. 
Effms are being made to 
release the godonns. - - - -- - . ~. - .  . . - ~  - . - . -. -. . . - --- - . -- - 

1.16. The Committee desired to know whether foodgrains belong- 
ing to Government or Food Corporation of India were stored other- 
wise than in pucca structures and if so, the quantities so stored 
during 1969 and what measures were taken to protect them against 
theft and vagaries of weather. In a note the Government stated that 
there had been no such instances in Assam, Bihar, Andhra Pradesh, 
Mysore, Madhya Pradesh, Orissa, Rajnsthnn, Tamil Nadu and West 
Bengal. However, in respect of the remaining States, the following 
information has been submitted: 

"De1hi.-One stack had bccn kept at. Naraina godown pro- 
perly covered with t:!rpaulins for experimental purposes. 

Gujarat.-At F.S.D., Ahmedabad foodgrains were stored in 
open. The month-wise quantities stored ranged from 302 
t o n n s  in March. 1969 to 12,410 tonnes in August, 1969. 
The stocks in open were caw& with tarpul ins/p~ly-  
thene sheets on sides so as to protect them against rain.n 

Kerala-In , March April 1969 3,092 tonnes of rice in 34,316 
bags were stored on platform/ground in godown premises 
of West-Hill-Depot. In February, 1969, about 622 tonnes 
of rice were kept outside the godown at Muzhappilangot 
D e p t  for want of space. Stocks were kept duly covered 
with hrpeuljns and issued out on full weighment. No 
loss was sustained due to damageltheft. 

Mahara&tra.-Ab~ut 17,W tcmnes weTe kept in the open in 
Bombay during May/June, 19fi9, duty pm- 

4053 (Aii) LS-2. 



tarpaulins etc. m e  bottom layers, however, got damaged 
due to anslaught of rain and a quantity of 246 tonnes 
was rendered unfit for human consumption. 

Punjab and Haryana.Stocks were stored in open at Qadian 
(6,384 bags), Gehri (2,921 bags), Batala (39,336 bags), 
Khemkaram (3,160 bags) , Taran Taran (31,000 bags) , 
Jandiala (6,000 bags) , Rayya (21,750 bags), Nabha (3,700 
tonnes), Sirhind (2,000 tonnes) , Samana (200 tonnes), 
Barnala (40,000 tonnes), Tapa (40,000 tonnes), Malerkotla . 
(35,000 tonnes) and Dhuri (40,000 tonnes) . 

"Stocks were kept on wooden crates/dunnage and were 
covered with tarpaulins. Adequate watch and ward 
arrangements were made. Stocks thus were weighed 
again when removed to pucca godowns or at the time of 
loading into wagons." 

Uttar Pradesh.-"5,100 tonnes were stored without puccir 
structures at  Cliandausi. The stocks were duly covered 
by tarpaulins. Watch and ward arrangements existed 
at all these places. The stocks were wiighed at the time 
of removal/issue." 

1.17. A statement showing the State-wise distribution of storage 
capacity for foodgrains with the Department of Food, Food Corpo- 
ration of India and State Governments in 1967-68 in relation to 
foodgrain production as compiled by the Working Group of the 
Planning Commission is at Appendix I1 to this Report. The Com- 
mittee observe from the statement that the inter-se distribution of 
storage facilities amongst various regions in the country does not 
correspond to the foodgrain production. The Working Group also 
drew attention in their report to "certain regional imbalances in the 
location of storage capacity." 

1.18. The Committee enquired why these locational imbalnces 
had arisen. The witness replied: "The imbalance, if at all it has 
been noticed and established, has been a temporary feature, because 
in 1965 there was a ban on the construction of godowns, as a result 
of which all our godown programmes were held up . ,. .right upto 
1068. So, for three years practically no godown construction took 
place and only the godowns, the construction of which was in prog- 
ress were completed." 



i.19. Ibs Commi* aq&ed what steps were being taken to 
smure integrated development of milling and storage facilities in 
the.country sa as to avoid creatin gdual capacity for holding stocks 
fist in the form of paddy and then in the form of rice after milling 
it. The witness replied, "There are different circumstances in each 
State which m~ess i ta te  procurement in one form or the other. In 
Tamil Nadu, for example, the main paddy production is in the 
Tanjore District but there are not many mills there to buy the 
paddy, convert it into rice and then deliver it. So, i t  becomes 
necesseary in such circumstances to buy paddy direct. If we wait 
for millers to go there, purchase paddy and convert it into rice, 
what will happen is that the producers will get affected because 
they cannot hold on to the paddy for a long time and the millers will 
drive a hard bargain and pay low prices." The witness further 
added that the Government had once taken up this question with 
the Maharashtra Government but that Government "did not want 
the rice millers to go and buy paddy, make profits and cheat the 
producer, they preferred to buy paddy direct from the producer and 
give the producer the price that Government has assured.. . . . . 
where the producer was prepared to hull the paddy, convert i t  into 
rice and deliver rice, they had no objection; they would buy it." 
The Committee enquired in which States procurement was done in 
paddy. The witness replied: "In Tamil Nadu, Orissa, Assam, West 
Rengal and Maharashtra." 

1.20. In this connection the Committee note the following obser- 
vations made by a Comittee on storage set up by the Food Corpo- 
ration of India: - 

"Integrated development of storage and milling facilities 
should be aimed at, and correspondingly, land and other 
facilities should be provided. . . . . .New (rice) mills 
established in the cooperative sector should as far as 
possible be adjacent to the Food Corporation godowns SO 
that dual capacity is not created to hold the same stock 
first in the form of paddy and then at  the mill site for 
operations. The success of this policy would be a major 
factor in enabling a rationalised use of godown facilities 
and in reducing unnecessary handling costs." 

1.21. The Committee desired to know the bulk storage facilities 
available within the country. In reply, Government have furnished 
the following information; 



Maharashtra Manmed 
Boavivilli . . . %.3 

106.4 

U.P. . Hnpur . . . . . 
Kanpur . . . 

10. r (do)  
5 ' 3  (not) 
73.0 

West Bengal K.P. Docks . . . 29.3 (silo) " 

1.22. The Committee enquired why the Government have not 
switched over to bulk storage in view of the fact that it had repor- 
tedly several advantages vis-a-o s bag storage-reduced require- 
ment of land, higher period of storage, bird and rodent proof, lower 
fumigation cost etc. The witness replied: "In the ultimate analysis, 
bulk storage is the right answer provided we can purchase in bulk, 
move in bulk. So long as we are not able to do that, merely bagging 
a t  the lrocurement centres and moving it in bulk manner and then 
opening out the Sags ctc. is going to be a costly operation.. . .In coum 
tries like U.S., Australia, they are able to do it, because the grain is 
stored in bulk and moved i n  bulk. Secondly the storage is only of 
wheat and coarse grain because rice cannot be stored in bulk". The 
following views have been exprrssed by thr Food Corporation o f  
India on the question of creation of bulk storage facility:- 

"(a) In future bulk storage will have tn be ~csortcd to 
increasingly but any decis ia  to set up huge complcxcs 
will present handling difficulties and also result in con- 
centration of godbwns in certain areas. 

(b) Bulk storage should be located nearer the producing 
areas, as transport and movement immediately after the 
harvest, always present serious diffiicul ties. 

(c) Storage units should be in the form of bins of 250 tonnes 
capacity and the maximum storage capacity at a parti- 
cular centre may not be more than 5000 tonnes." 

1.23. About the cost of construction, the Food Corporation of 
India had estimated that the conventional bag storage would cost 
Rs. 185.00 per tonne." The cost of bulk storage would depend upon 



vpe of the bin6 and the equipment provided to the bins." The 
c.p.W.D suhfited the  following estimates: 

"(a) 8 Nos. of R. C. C. bins at Patisla (with hopper bottom 
and cffcctive capaclty of about 65x1 tonncs cach) Rs, 2 9 ~ 0 0  per 

tonne. 

(b )  20 Nos. of steel bins at Jagraon Moga ( w ~ t h  hopper 
bottom and eticctive capacity of ah(but 250 t ~ n n , .  s 
cach) . . . . . . . . . Rs. 365.00 per 

tonne." 

1.24. On the feasibility or otherv,ise of the bulk storage in India, 
the Sub-Committee on Storage Construction has observed as under: 

"In U S A . ,  Canada, Arrrcntina and some other countries grain 
is usually stored in bulk. Bulk storage affords better 
p~eservation of grain 01-er lcngfr periods, economy in 
space and snvini: i n  thc co?: of i:sgs and bag jnq .  However, 
its adoption in our cr~ur!:-;. ir: i jpset \\,it!] dificulties a t  
prescnt since !!ifrr, art. : I >  I \ tiit;eb!c arrangemenis for carry- 
ins ~ r n i n  i ! Ti:crc has a!so been consi&rable 
oppoqition f:-on-! t i : ?  !;tt!.i:ir u r , i o ~  for adoption of auto- 
m;~t ic  mwhnr.icr~! i q u i ; : : ~ ~ ~ ~ ~ ~ :  f i l ~  ur;!oadlng the grain from 
shlp5 and tr:!n~.r:~,!.li~~r: ti:(. :::!me in bulk to t h e  godowns 
silt>:; t i l ro i~gh b ~ i l l i  W:~:::)J?~: anti b~i!k trucks. . . .The matter 
sliould be. discussed with the labour uniims. . . .and a 
suitabie agwcment rench~d  so :!:at the grain cru? be moved 
in bulk and the 1ah~)ur~i.s cn:::ccd on infructuous bagging 
and de-haggir.g opcra3ons. now. car! more1 bencrficislly be 
utill:rt!d in other- jobs. :lr.rangements should also be made 
for the manufiicturc of sufficient nnmber of hulk wagons 
arid t rucks  for bulk movements of grain so that they can 
be put  to Lise immediately after the construction of bulk 
storage godowns." 

125 Thv C o m m ~ t t * ~  drew nttcbn!:on to th(' n~ul:,pllcity c , f  orga- 
nimtions conct~rncd wit11 the dcvt!~)prnt-nt of storage facilities in the 
country, such as the Department of Food, the Food Corporation of 
India, the Central Warehousing Corporation, the S t a t e  Warehousing 
Corporations and a number of Cooperative Societies a t  the villages, 
talukas and district level. The Committee enquired whether any 
mechanism had been devised to coordinate the programme of various 
agencies in .order to avoid possible duplication'overlapping of effort. 
The witness stated that  a Committee on Storage consisting of repre- 
sentatlves of the  Food Department, planning Commission and the 
Fwd Corporation of Indfa as well a3 the C.W.C. had been set u p  
w.e.2. May, 1966. The Committee examlnes the construction prog- 



ramme of the various agencies and plans the location of storage uhits 
so as to bring about maximum utilisation and also meet the needs of 
different areas. The Committee was also I.w draw up a detailed food- 
grain storage plan for the States which had not been covered by the 
Food Corporation of India Storage Committee. In view of the 
Analisation of the IV Plan allocation for construction of godowns by 
the Planning Commission the Food Corporation af India have been 
requested to carry out a study in this regard. Their report would be 
considered by the Central Storage Committee in which Finance and 
Planning Commission would also be associated. 

1.26. The Committee desired to know whether similar coordination 
bodies had been set up in the States. In their note the Department 
of Food have stated that "State Governments have been advised.. . . 
(on) the 8th June, 1966. .  . .to set up State Warehousing Committees, 
consisting of Development Commissioner of the State as Chairman, 
the State Registrar of Cooperative Societies and one representative 
each of the Central and State Warehousing Corporations." The 
Committee enquired whether all the State Governments had accept- 
ed the advice, the witness replied "I am told most of them have al- 
ready set up these Committees." 

1.27. The Committee also referred to the recommendation made 
by the Committee on Public Undertakings in paragraph 72-73 of their 
9th Report (Fourth Lok Sabha) that "godowns should not be set up 
by a multiplicity of agencies. . . .at the same Centre" and that where 
the C.W.C. has warehouses, no new ones should be constructed or 
hired by Central Government or Food Corporation of India or any 
public sector organisation, unless this becomes necessary" and en- 
quired what action the Government had taken In that direction. The 
witness replied: "There are representatives of various State Organi- 
sations, the Food Corporation of India, the Central Warehousing 
Corporation and the Cooperatives (in the Central Storage Commit 
tee) and they decide whether Food Corporation of India should have 
the storage there or Central Warehousing Corporation should have 
or the Cooperatives should have and we see to it that duplicity is not 
there. State Governments are also consulted." Asked about the 
extent of effectiveness of the Control of the storage activities in the 
States, the witness stated that there has been "effective control". 
He added, 'We are trying to increase the effectiveness' through con- 
trol. Previously State Governments need not have to consult US. 
But as a ,,result of this recummendation we will take up (the matter) 
with the State Governments and bring specifically to their notice if 
there is any overlapping." 



- 1.28. The f o l l h g  table gives data about godown capacity with 
$fie Food Carporation of India in several States in 1967-68:- 

SI . Name of the CSD's of GOM. Other Stores New 
No. Sate of India trans- hired cons- godowns T& 

fcrred to PC1 storage meted con- 
(taken : by the structed 

Owned Hired from CWC in by the 
CWC, SWC A.P. FCI 

State on gua- 
Govt. rantee 

etc. furni- 
shed by 

FCI 
-- --. .---- .-- -- - - . _ _ _ _  

r Andhra Pradesh 129.70 . . 13'25 272.50 . . 415'45 
2 Bihar . 160.03 12.50 . . . . . . 172.50 

' 3 Haryana . 15.30 .. . . . . . . 15-30 

4 Kerala . 103.30 28.50 15.00 .. 25.00 171.80 

5 h4adhya Pradesh 45.90 25.10 1.30 .. . . 72.30 

6TamilNadu . 191.70 5.10 . .  . . . . 196.80 

9 Pondicherry . . . . . . . . . 1.25 1-25 

10 Punjab 33.10 .. . . . . 33.10 

11 Rajasthen . 6 5 , ~  . . . . . . . . 365'00 

12 Uttar Pradesh . 280.7~ 19.77 . . , . . . 00.43 

13 West B e n d  . . . . . 323'45 . . . . 323'48 

. . . . . . 45 
15 Delhi , 114.w .. x14.00 - 

r.176.po 92.03 368.48 272.50 66.25 1,976.16 - - 
1,268.93 460.51 

1.29.The Committee observe in this connection from the proceed- 
ings of the meeting of Central Storage Committee which took place 
in 1969 that the view was expressed that "the F.C.I. was not making 
full use of, the storage capacity available with the various State 
Warehousing corporations and (that) their godowns were lying . vacant in many places.. .In Kerala 40 per cent of storage space in 
the ware-houses of the State Warehousing Corporation. was still 
lying vacsnt". After tbis issue was discussed it was "generally 



1.30. The Working Group on storage set-up by the Planning 
Commission expressed the following views an utilisation of S ~ O , . ~ ~ ! .  

capacity: 

The irnpro\,ern-nt jn ut:lls:ltlon after 1964-65 reflwtb partly 
the effect of guaranteed occupancy p r o v ~ d d  by the FCI 
and other gnvernnwnt agencles and partly the efforts 
made by the corporation to attract depo:-;~sts from pro- 
ducers, cooperatives and traders. . . 

Thr occupancy of the  SWC godowns has also been genc?rally 
low and variable. 

In the cooperative .sector also, the utilisation of capacity 
needs to be watched and the causes far under-utllrisation 
identified. A survey of godowns in the cooperative sector 
in Maharashtra covering the year 1963-64 to 1065-66 dis- 
closed the importance of meticulous planning of the 

,location, size and capacity of storage capacity, in the co- 
operative sector for full utilisation of capacity.. . ." 



facilities of f 0 0 d P h  have come to be concentrated in the po;t 
areas and urban centres" and that "with the increase expected in 
internal production and procurement, the locational pattern of 
storage capacity is bound to require significant change" and enquir- 
2d what steps Government were taking to improve the situation. 
The witness replied, "We are continuously res;iewing the godown 
rtquirem&nt~ in the various areas which are :under construction.. . . 
The situation has been in a state of flux for the last one year or so. 
Punjab is becoming a surplus area..  . .We take into account various 
fnc,t:jrr. involved before deciding r . : i  :!?c ; ~ c ~ i i u n .  . . ., for ~r:s!ancc, 
I!;(. surplu:; that is likely tr, emerge in : .iy Stat;:, . c r  :ij;um;!tion 
11c:-ds in  the case of deficit arras and :he nw:! Ex stockinr; for th ree  
3 r . 1 0 ~  months. We also t a k r  into accotnt thr inipr,:-is 15-hich are 
]ii:, 1;: 1 I p~rne in and whrtr? t l ~ t z ! .  k:?\.t .  go'. t : !:! : t.;rr:l. . .7'ii~: C::fi- 
11.; '! S::j:,:~gt. Con~mit:cc which looi; !:.,!.I ,.:I+. !(,:;?I- 'J.,J.; .- ;,:;?LC: G! 

:,:, , ,. . !;odowns 1s & ; : , J C ;  : I f  :! C~IR:~!?..,; .::, ,, t ; .  :!:&. el:. :! c ! c : , ~ ~ I ~  
, : I  of s t  c ! l.'i :. d~,:;:. i,.. d:ff;.!.rl;t 
,, ,&., , )  r r ~ ~ c ~ r c  1:; I),., <ii~rs! ::~!!IO+~. : ' <  ~5 - 4 . .  v , L  i\lc d!:,:t:+.:<,.-. 3 ~ d  - - ;'. . , I , , .  ;,re !jrovjfictl a +  ~,:-;,;>g,r i : . l r  . ,  , h  ,.---r.. 1 2 {>L.. . *.-,, .,.,., , ,  - ti), t is 

. . . .. 
F.. . 

1 . , : i ! !  I ' , I: :, , 7 4c c?:::,:i-: 1,d: ! <!,.,:I 

: ' , :,:;: r ~ ; !  for t j > ' ~  ; ; ~ S L  1-: Y P ~ F : ,  T7,'6,, i .  .;(, llnT,r 1;:: t~:>r)282 
:,:,1!-)1 ;;r<i;r:im!\I;s ~'~.ir.!::. L ' ! I ~  L b , :  . :  2 . ,  .. ,:-.':I i r  1 l i t  ?,*. !(.; ?;,Le 
I 'u! ;J :I~,  JIiirya~m, LI I?, OY;:::;;I ,  IYt , . :  I , ,>!  , c : ,  .-ISS:~:II! Y.P. ~~:::'!ri: ~ d -  
c?~ : i~> 'nn :  storag12 accornmot~r!t,c!:? i - ,  i;.,,:v~ :~,~;,:':~sar.v, i'crcy such i r s sh  
prcif::'nrnnics urill 1 . r ~ .  cnrriccl n , ~ :  b.. ! hr, el:d -f th:s :;i1;ir rii~d an acidi- 
liollal capacity of one, milli:,:? t ~ r - ~ i l {  .i \\.ill 'IF !~r!~\.id~:d. Sinl2:~.r1y, 
i i  ib pr'.~po:;pd t o ,  provjdr n:idjtign;i! ::,!i;ro :< cn~l.t:i;:, of 6 5 I;k!i t . j t~ i?cS  

l!y the &ginning ,sf r(lbi se;is,,tn n t s t  yi.ir-. 1 h : i~c  reason to  say 
n.ith confidence that  so far  3s F.C.! i r  ~ , ~ n r c r : ~ t d .  there xi11 I~c,: be 
a single bag of grain \ ~ h : c b  xi!] I!.ft i,l.:sid!b, a t  the cvmp!cti(m of 
t h : ~  yrogrsmme." 

1.32. The Committee cannot help feeling that the development of 
storage capacity in the country has been rather haphazard and unco- 
ordinated. The following facts which have come to the Committee's 
notice would lend support to this conclusion. 

(4) T b e ~  has be4ar. large anutilked capaciCy in godowns in 
~6rClin parts d the wantry. The data given in the preced- 
ing section of this Report would show that, over a eontinu- 
OUB period of 20 to 32 months, capacity in the g ~ d o w m  



managed by the Department of Food in 5 Shh/uoion 
Territories wes not utilised to the extent of men, t4iu, gg 
per cent. A closer look at the filpuras of u=tjon ,I, 
indicates that in some of the States, where the utilMation 
never exceeded 60 per cent of the capacity, the uWsation 
was well below 60 per cent for mast of the time. mus in 
Assam, over a period of 28 continuous months, it was only 
during 8 months that the utilisation ranged from 41 per 
cent to 60 per cent; for the rest of period, it was between 
10 per cent to 40 per cent. Likewise, in Bihar 41 per cent , 

to 60 per cent utilisation was achieved only in 6 out of 20 
continuous months, while during the remaining period it 
remained in the ranges of 10 per cent to 40 per cent. In 
certain States/Union Territories, like Orissa, Andhra Pra- 
desh and Tripura, utilisation was below even 10 per cent in 
certain months. Even in States, where utilisation to the 
extent of over 60 per cent was achieved, it was only.for 
relatively short periods that godowns were so utilised. In 
West Bengal, for instance, this was achieved only 4 out of 
32 continuous months; in Maharashtra, in 4 out of 35; and 
in Andhra Pradesh, in 4 out of 29. While on the one hand, 
there is thus large unutilised storage capacity, substantial 
quantities of foodgrains are stored either in the open or 
by make-shift arrangements in places in the States of 
Punjab, Haryana, Delhi, Gujarat etc. Such unsatisfactory 
storage arrangements have naturally resulted in stored 
foodgrains getting spoilt due to vagaries of weather. 

(ii) The experience of utilisation of godowns managed by other 
agencies like the Central Warehousing Corporations, thc 
State Corporations and Cooperatives has also not been very 
happy. A Working Group of the Planning Commission 
which examined the question of planning of storage faci- 
lities for the Fourth Plan reported that "under-utilisation 
of storage facilities with the Warehousing Corporations 
and Cooperatives has been a cause of concern." They 
drew attention in particular to the occupancy of godowns 
of the State Warehousing Corporations which %as been 
generally low and variable" and added that "in the Co- 
operative sector also the utilisation of capocity needs to be 
watched and causes for under-ntilisation identified.. 

While storage capacity with various agencies has thus remain- 
ed u ~ ~ t i b d ,  the ~ o a d  Corpo*tlan of India has been em- 
b~rkhg 0x1 a substantial programme of new c o n s t m d h  --. - - -- - - -  

*Thc.Cornrnittee have qnmined the problems connected with devdWment of 
.o-ooerat~ve stor* in dctml in thdr 106th ReFOrt [Fourth Lok WbJ. 



in several emas. At a meeting of the Central Storage 
Committee held in May 1969, when the Fourth Plan Pro- 
g a m e  for Storage was considered, it was specifically 
pointed out that the Corporation "was not making fulI use 
of the storage capacity available with the variowr State 
Warehousing Corporations." 

(iii) A substantial part of storage capacity in the various agen- 
cies represents hired accommodation. In April 1968, as 

' much as 29 per cent of the total capacitv of 97.36 lakh - " 
tonnes, wi th  the Food Department, Food Corporation, the 
Warehousing Corporations and Cooperatives constituted 
hired accommodation. The distribution of this hired capa- 
city amongst the various States was uneven, ranging from 
74 per cent in Gujarat to 3 per cent in Uttar Pradesh. The 
Department of Food alone paid a rent of Rs. 2.28 crores as 
hire charges during the three years ending 1968-69. While 
the extent of deterioration or damage to foodgrains in hired 
accommodation as reported to the Committee is not verg 
substantial, the fact of the matter would seem to be that 
"much of the hired capacity is sub-standard". The Work- 
ing Group of the Planning Commission which highlighted 
this point also stressed that "the signigcantly high pro- 
portion of sub-standard storage should be reduced!' 

There have been what the Working Group characterised 
as "regional imbalances in the location of storage capa- 
city". The data given in Appendix II to this Report 
would show that the inter-se distribution of storage faci- 
lities amongst various regions in the country shows no 
correlation to the importance of these areas in food p w  
duction. As at the end of 1967-68, certain areas accounted 
for storage capacity which amounted to 18 per cent - 19 
per cent of their food production, whereas certain others, 
l i e  Punjab, where storage is becoming a chronic pmblcm 
of late, had capacity to the extent of 6.25 per cent of the 
food production in that area. 

1.33. The Committee note that during the Fourth Plan an invest- 
.merit of Re. # emres is cornternplated for provision of storage fad& 
tbs In the country. An investment of tbls magnitude should be pra 
*aded by advance preparatory action on the fol ldng I ~ W R  



(i) The over-all programme for storage ~0n6ttr~dtiOn should 
be related to realistic targets of food production and m d i .  
fied if necmary  in the light af observed trends 
of production vis-a-vis targets set. 

(ii)  The requirements for purposes of storage of buffer and 
operational stocks should be worked out, on the basis of 
a very careful assessment of marketable surplus, and the 
buffer stock that is required and can within Ireason 
built up. On the question of buffer stocks in particular, 
varying figures have been suggested, ranging from 7 mil 
lion tonnes proposed hy n Working Group on food polrc.: 
to 5 million totlnes suggested by the Agricultural Colnnl,,. 
?ion of Division Commission. 

( i \ )  Integrated drr~loprncnt of milling nnd storage fac:llt cL 
will he ncceqsary. so that  dual cnpacity is not credcd 
thc came stock as in the rase of rirc-first for pacldv 
then after milling, for rice. 

(v) Scientific storage facilities will have to be developed. with 
a judicious accent on bulk storage, and concerted rneasurf'. 
taken to reduce ,sub-standard hired storage. 

Extra expenditme in purchase of hydrogenated grmndnut oil  

Audit paragraph 
1.34. On the basis of open tender enquiries, the Cbiel Director of 

Purcha~e placed during July-ABgust, 1966, 117 acceptances of tender 
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for S U ~ y l ~  @O Defence) of 7140 tonnes of hydrogenated groundnut 
.il,*at rates ranging from Rs. 4,350 to Rs. 4,450 per tonne (total cost 
R ~ .  313.65 lakhs), to be delivered by November, 1966. The contracts 

that thr fims could obtain groundnut oil £rom the Food 
corpmt.ion of India for which the latter would charge Rs. 3,350 
per tonne f a r .  station of despatch (tentative price) and that the 
rnntract price would be adjustable if the price of oil actually charged 
by the Corporation varied from this price (Rs. 3,350 per tonne). 

1.35. The oil supplied to the firms had been purchased by the 
. corporation, during 17th April and 8th June, 1966, at rates ranging 

from Rs. 5,803 to Rs. 2,912 per tonne, the weighted average rate 
being Rs. 2,874.50 Per tonne. According to the Department, taking 
into account interest for six months at 8-1 2 per cent per annum and 
Rs. 50 per tonne for administrative storage and unforeseen charges, 
the rate chargeable by the Corporation "in no case should exceed 
Rs. 3,250 per tonne". The Corporation. however, charged from the 
firms Rs. 3,550 per tonne which included Rs. 120 per tonne as compen- 
sation for loss incurred by the Corporation in supply of gram, gram- 
dal. etc., to the Army Purchase Organisation. Payment for oil at the 
higher rate of Rs. 3,550 per tonne thus resulted in extra expenditure 
of Rs. 20.65 lakhs (on 6882.54G tnnnt,x actually supplied by the 
Corporation). 

1.36 It has been stated by Govcrnmcnt (Auqust. ! M E )  that the 
Corporation has expressed its inabilit! to mzkc any reciuctior, in the 
piice of Rs. 3,550 per tonnt. and that ttw matter is being pursued 
with them. 

[Paragraph No. 8LDudi t  Kc purl (Civil). ! 969.1 
1.37. The Committee pointcsd out thn t the costracts roncluded 

..vith the firms for the purchase of hydro~cnatrd ~rcllxndnut oil 
provided for the firms ohhining their rcquirernents of groundnut 
oil from the Food Corporation of Indi:: at rt price \:hich was intially 
fixed at  the rate Rs. 3,550 per tonnct. Thry enc.!uired on what basis 
this figure was arrived at. The Committee wpre informed that this 
price was arrived at  as follows: 

t<lcmcqt for .compen&ion f o r  IOSS incurrrtl  111 suppl\ 
gram do1 ctf. to rht Ann? Purch3.i~ Org.u~i:.Ui~'~\.  120 

I'rofit margin . . . .  70 . . .  
3.~50" ------ 



The Committee were also informed that the question wh&m the 
price of Rs. 3,550 per tonne stipulated for supply @auidnutt oil 
by Food Corporation of India was reasonable or not was the wbject- 
matter of long-drawn correspondence between Government and 
the Food Corporation of India. Ultimately the Food Corporation of 
India agreed to charge Rs. 3,451 per tonne, as against Re. 3,550 
stipulated earlier and refunded a sum of Rs. 6.83 lakhs. The basis 
on which the revised price was worked out was as under: 

Rs. Per tonne 

'rictua! wei5hted average purcl~asc price . . . 3,101 

Iucidzntals to cover the expenditure of the Gujarat Coope- 
ra'ive M3rk:ting Societyand the Food Corporation 280 

Cortnission to the Cxporation and provisiox for con- 
tingencies . . . . . . s  - 7'3 

Price now to be paid by Army Purchase Organisation . 3,451 -- 

1.38. The Committee enquired why the original price of Rs. 3,550 
per tonne included a margin of Rs. 120 per tonne towards loss sus- 
tained by the Food Corporation of India on another contract 
involving supply of gram, gram dal etc. to the Army Purchase 
Organisation. The representative of the Department of Food stated: 
"The Food Corporation had sought to cover the loss that they had 
suffered earlier on the supply of gram and gram dal to the army. 
But we quite categorically told the Corporation that we could not 
and will not allow this charge. Ultimately, the Food Corporation 
of India conceded the point and removed the charge." When the 
Committee asked whether it was a fact that the Food Corporation 
of India dropped this claim only after the matter had been raised 
by Audit, the witness replied: "We had been continuously taking 
up this point with the Food Corporation of India and urging them to 
give up that charge. But you are right in saying that they ulti- 
mately gave it up after the Audit para had come!' 

1.39. The Committee desired to know the break-up of Re. 280 
charged by the Food Corporation of India as total incidentale to 
cover the expenditure of the Gujarat State Cooperative Marketing 



Particular 

g'Dalali, truckloading and t ~ c k  supervision . . , . , Remittance ~ h a r ~ t e s  . . . . . . . . .  
Transport charges from mill t o  godown . . . . .  
Trandt insurance . . . . . . . . .  
Octroi, . . . . . . . . . . .  
Commission charges,i.e., f% to commission agent a r d  XI%, to  the 

Cooperative Society . . . . . . .  . . . . . . .  unloading and stacking at godown 
Godown rent and insurance for three months . . , . . 

. . . . . . . . .  Emergency, insurance . . . . . . . . .  Transitlstoragc leakage . . . . . . .  Umtackingand loadinginto truck 
. . . . .  Transfer from godown to railway station 

Ulloading at station station expenses and loading into wagofis . . . .  Interest on capital for 3 months at 74% f. 
Ahinistration charges of Food Corporation of India,i.e., actual ad- 

mi nistrative charges . . . . . . .  

Rs 
per t in  

62.5 tins make one tonne. Thus it comes to Rs. 280 per tonne." 

1.40. The Committee wanted to know what exactly was the break 
up of the commission or service charges paid to the Gujarat Co- 
operative Marketing Society to whom the Food Corporation of India 
sub-contracted the supply of groundnut oil. The information furnish- 
ed on this point is given below: 

*hccor.iinp, toinformation furnished in the ' Rcrietv vf the Cooprraii~~e Mw~rnci i t  
in India', brought out by the Reserve Rank of India (Fchruary, 197~) thc Guiarat 
Stak Mlrketing Cooopcrative Societv is one of 23 Statc M a r k e l i r ~  Federatl( I s ,r the 
cou31trv. "It is engaged in the marketing of corron. on hehalf of coopperat ves. s u ~ p l y  
or I?-ic.iltura1 req lisites like fi.rtilisen, oil-engines and power-tillels? resliciccs. h!b~ica 
s e:Js crc a d  .iirtribution of conrumcr g o d s  ". I!s turnovcr was as Ur cer : 

196647 1967-68 - ---- 
(Rs. in lakhs) 

Cotton bales 189.2 176.3 . . . . . . .  
Fertilisers . . . . . . . .  815 1592 

Insecticides and pesticides . . . . .  8.7 3'3. 

Babies food etc. 
(1966-67 and 1967-68 



Trunk call and rrlcgram charpcs . . . .  L ' .  

1 i c  

---. . . 

1.41. The Committee enquired why the Food Corporation of Inald 
had to be asked to supply groundnut oil to the vanaspati supplieIs 
and whether the Army Purchase Organisation could not have 
plied the oil themselves or alternativelv asked the vanaspati ~ ~ p ~ l i ~ ~ . ~  
to make their own arrangements in this regard. The r e p r e ~ e n t a t i ~ . ~  
of the Department stated that at the time the contracts for suppl!. 
of vanaspati were placed "a very serious situation had arisen un the 
oil front. The prices of oil had soared up throughout the countv. 
more so in States outside Gujarat and in Gujarat itself. The Gu~arat 
Government felt that the position of oil i n  th>t State was more arutt* 
than in the case of other States. They felt very strongly that un- 
less they were able to get the supply of oil at a reasonable rate to 
 he consumers, there would be a serious law and order problem" 
Therefore, the Gujarat Government imposed a ban on export of 
groundnut oil out of the State with the concnrrence of the Central 
Government. The witness added: "It is in that context that M'C 

approached the Gujarat Government and they agreed that for PUT- 
pose sf defence (needs) they would makc available certain quanti- 
ties of oil. They made it clear that they had no agency for pro- 
curement of oil in the State but they had no objection if an agency 
like the food Corporation of India were entrusted with the pur- 
chase and supply of oil. It was in that context that we brought thi' 
Food Corporation of India into the picture. At that time the Food 
Corporation of India had already established itself in Gujal-at, though 
not in a big way." The witness also explained that sthe Army h r -  
chase Organisation could not have arranged for supply oi  ground- 
nut oil of their own. If the organisation had to purchase the oil 
in the' open market or had invited open tenders for this purPosc. 



27 
on ithe Mnj pmbt 

4 ‘ o b l i g ~  to pq &. 5PB0 
*e.vanaspati -uf.c(uren rn.king 

the oil, ~ 1 e  witness b t  they 
of vanaspati askipg the firms to quote 

on the basis wt %vernment would supply the oil a t  a certain 
price and also on the ba& that the suppliers wou!d make their own 

in this regard. However, Done of the firms which quot- 
ed was willing to make its own arrangements for the oil needed 
for manufacture of vanaspati. 

1.42. The Committee enquired wh], when the food Corporstion 
of India was to supply the oil to vanaspati suppliers, it sub-contract- 

the work to the Gujrat State Cooperative Marketing Society. 
In a note, the Government have explained that "the Regional Office 
of the Corporation came into existence at Ahmedabad only on 1st 
January, 1966. In view of the fact that there was no businoss to 
srart with, the staff was naturally kept down to the minimum. 
In fact the total number of persons worklng in the Regional Office 
was only about 10 including the Regional Manager. No Eeld offices 
were established. Groundnut oil could be purchased for the Gov- 
ernment of India either by tender or through Commission Agents. 
It was considered inadvisable to make curchases through tenders. 
This was the opinion not only of the Corporation but also of the 
State Government. In 1966, prices of groundnut oil in Gujarat were 
high compared to the prices prevailmg In 1965 in spite of restrictions 
on inter-State movement of 011. If tenders were ~nvited, the prices 
would have sky-rocketted and the State Government would have 
scrapped the whole scheme of purchase. It was. therefore, inesca- 
pable that purchases were made through Commission Agents. It 
was not 2ossitjle for the Regional XI3nager to deal directly with 
Commission Agents as the Corporation had no previous experience 
on purchase of groundnut oil and as there were no field offices of 
the Corporation in Gujarat. I t  was, therefore. decided to appoint 
the Gujarat State Cooperative Marketinq Society as the sole agent of 
the Corporation for purchase of oil. The Society was alreadv pur- 
chasing groundnut oil verp cautiously presumably at the behest of 
the State Ooverrunent. Their purchasing some oil for US also would 
have had least effect on the market prices." 

1.45. Ilbe Committee feel that the Army Purchase wanisation 
Could have aved a mm of Rs. 8.47 lakhs on this transaction, had they 
not sorrqht'tbe wista$ce of the Fwd Corparatimr of Iadi. for the 
vrannr-t' & ;groundnut oil. The contracts aoncluded by the Om- 
niration with the zuppIip-s of pnaspati provided that su~ptiers 
obtain tbeir requirements of groundnut oil from the Food Corpora- 



tion. However, the Food Corporation had at that time no flsld acers 
in Gujarat, where the oil was purchased, nor did it h.ve urg "previ- 
ous experience in purchase of groundnut oil". The Cotporadon there. 
fore was naturally obliged to sub-contract the work to the State Mar- 
keting Cooperative Society which, in turn, employed commission 
agents to p m u r e  the oil. The result was that, out of the price of 
Rs. 3,451 paid per tonne of oil, as much as Rs. 350 per tonne, i.e., over 
one-tenth of the price, represented incidental expenses, copmission, 
etc., of various agencies employed for the procurement of oil. 

1.44. The State Marketing Cooperative Society whose setvices the 
Food Corporation of India obtained in this case is one of 23 State 
Marketing Federations established in the Co-operative Sector. Statis- 
tics about its turnover given by the Reserve Bank of India, rsprodac- 
ed in the preceding section of this Report, would suggest that it is a 
well-established society. i t  is also Government's declared policy to 
promote growth of co-operatives in the marketing sector. Taking bll 
these circumstances into account, it seems to the Committee that the 
Army Purchase Organisation could well have approached this society 
direct for procurement of oil instead of seeking the assistance of 
Food Corporation of India, particularly when the Corporation had 
absolutely no experience of such procurement. Had this been done, 
ihe Army Purchase Organisation would have had to pay, apart from 
the actual weighted average price (Rs. 3,101 per tonne), only Rs. 226.58 
per tonne* as incidentals, instead of Rs. 350 per tonne which was ac- 
tually paid. On 6,882 tonnes of oil procured, the Organisation could 
thus have saved a sum of Rs. 8.47 lakhs. 

1.45. The Army Purchese Organisation periodically purchases 
vanaspati required for the Defence Services. In the interest of eco- 
nomical procurement, the Committee hope that a procedure would 
be worked out which would eliminate intermediaries in future pur- 
chases. 

1.46. There is another aspect of the present case to which the Com- 
mittee would like to refer in passing. The original price of oil stipu- 
lated by Food Corporation of India was Rs. 3,550 per tonne (as against 
Hs. 3,451 per tonne which wao ultimately charged). It included an 
extraneous item of Rs. 120 per tonne, which represented compensa- 
tion for loss incurred by Food Corporation of India on another con- 
tract concluded with them by the Army Purchase Organipation. It 
was only after the mrtter was raised by ~ u d t  that t lq  Carporation 
h l l y  agwed to witidraw this element of cbakge and'kduced the ---- A_- -- 

*TLe i i s ;kYnbc fc .  mi4 ~ . r e  Rs ~ S O  n-tome, nr & : 4 . p  n ~ r t i r . w h i ~ h i r c ' ~ ~ f l r < f  
K. 9 - 9 7  - i i  7 ;  P f-n'ii&':v- A1-oy nf Pw4 Clm7cltjm crf TmAir. Ewludirg thrw 
charq-r. th-incidenfalc etc. work out to Rs. 3.63 per tin or Ro 226.88 per tonne. 



fice. The Commitbe consider it regrettable that a public corpom 
tioh like the Food Cor'Pomtion of India should have sought in this 
manner b overcharge Government on purchases made through its 
agency. I .  
~reight for food~rains and fertilizers carried in box type sailway 

wagons. 
Audit paragraph . 

1.47. For transporting fertilisers and foodgrains from Bombay, 
Madras,and Vishakhapatnarn ports, the Department had been using 
open 'box' type Railway wagons, Freight for such consignments w y  
being paid to the Railways on the basis of the marked capacity of 
the wagons instead of the actual weight. (This practice was given 
up in March, 1967 from when the actual weight is taken into account 
for payment of freight). 

1.48. Payment of freight in the above manner resulted in extra 
expenditure of Rs. 22.45 lakhs during 1965-66 and 1966-67. The 
extra expenditure has been calculated with reference to the actual 
weight of foodgrains and fertilisers despatched. 

[Paragraph No. 84-Audit Report (Civil), 1969.1 

1.49. The Department of Food have explained in a note to t he  
Committee that foodgrains sent by wagons are booked at wagon-load 
rates which are comparatively cheaper. The Railways have for this 
purpose prescribed minimum weight. If the weight of the contents 
is more than the minimum weight, the Railway freight is payable on 
the actual weight; otherwise the freight is based on the minimum 
weight. 

1.50. Indicating the difficulties in loading the BOX wagons to 
carrying capacity, the Department have stated: "Box wagons are 
high sided wagons loaded either through the wagon doors (which 
are not full height doors) or from the top. Loading of these wagons 
from the rail level i.e., from a line not provided with a platform 
requires lifting of bags manually to a height of about 10' to 11'. 
Each door of a Box wagon is only about 2 ' 4 "  to 3'-9" in height 
with its flaps either opening upwards or falling downwards. I t  i s  
not possible for the labour to enter this type of wagon directly with 
the bag either on the back or on the head. The bags have to be 
delhemd a t  he wagon door or at  the top of the wagon by climbfng 
andartificial &age. The labour is, therefore, quite averse to the load- 
ing 'of such wagons and i t  is ~ i t h  difficulty that we have been able 
to persuade them to  load such wagons. 



Open (Box) wagons could not be loaded up to the m a r k 4  cfirrjr- 
ing capacity dple to nonstandardisation of bdgs in ~ a d r a s ' a n d ~ v i & ~ .  
There has bean considerable opposition from labbud to the $ 6 p 0 s ~ d .  
standardisation in Madras and Vizag. thr6ugh mechanic'ai means 
We have been insisting on labour loading the specified number of 
bags but because of non-standardised bags, the weight cpnnvt 'be 
determined before the loading is completed. The weight in Pizag. 
and Madras is known only when the loaded wagon is passed over the 
railway wagon weighbridge but then at that stage, it is not possible 
for the shortage in weight to be made good as the wagon weigh- 
bridge is situated in the railway yard at a considerable d i s w  and 
is not accessible by road. The wagons are weighed on the railway 
wagon weighbridge after being pulled out from the berth. It is 
not practicable to bring the loaded wagons back to the loading point 
to make good the short weight. In Bombay where bags are stan- 
dardked, it was not possible to load open (Box) wagons up to the 
marked carrying capacity whenever such wagons were supplied for 
loading on railway lines not provided with platforms, when there 
was resistance from labour in some of the godowns." 

1.51. The Department of Food have also stated that, in view of 
the foregoing difficulties, the Railway Board were addressed on a 
"number of occasions between 1963 and 1969" to charge freight on 
the basis of actual weight. The Railway Board, however, reportedly 
took the view that, "as a Box wagon would be loaded with food- 
grains upto its marked carrying capacity", there "was no justifica- 
tion for the freight to be charged on the actual weight of foodgrains 
loaded." However, "in respect of consignments of foodgrains loaded 
in Bex Wagons in Madras Harbour, the Southern Railway agreed 
to charge railway freight at the wagon-load rate on the actual 
weight of contents on a certificate granted by the railway staff 
that the Box wagon had been fully loaded, leaving no room for 
further loading. As no other Zonal Railway issued similar instruc- 
tions, the matter was pursued with the Railway Board who informed 
that they had found that Box wagons could be loaded with food- 
grains to their marked carrying capacity. The matter has again 
been taken up with the Railwavs, pointing out to them the d4fi- 
culties In loading open Box type wagons to their marked capacity." 

1.52. In reply to a question from the Committee as to how it 
was proposed to solve the problem of incomplete loading caused by 
non-standardisation of the contents of filled bags, the bepartwent 
of Food have stated: "The goods have to be cleared fmm the ships 
and the wharfs speedily to avoid incurrence of demurrage which may 
be in 'foreign exchange. Clearance at the requisite speed along 
with standardisation is possible if the same is done by mechanical 
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&@am. i Thi. would, however, result in labour uttemploymeM and 
coisequenl.ia1 unrest. On the other hand, standardisation of bags 
manually would result in congestion and delays in clearing the 
$obds fmm the ships and wharfs. The solution, therefore, lies in  
~ersuading the labour to fill more grain into bags and to load more 
bags into !.he BOX wagons. As a result of continuous efforts made 
by this Department, the average weight loaded in open Box wagons 
at Madras and Vizag. Ports has shown improvement. 

1.53.'1n 1968-69 an increase in the average weight loaded per 
Box wagon had been brought by about 1.2 tonnes and 0.6 tomes 
at Madras and Visakhapatnam respectively. The everage weight, 
per wagor[, however, fell short of carrying capacity of 55 tonnes 
of a Box wagon by about 3.4 tonnes in Madras and 6.4 tonnes in 
Visakhapalnam. No Box wagons have been loaded in Visakhapat- 
nam since March, 1969." 
. 1.54. The Committee note that the Department of Food ir, at pre- 
sent payiqg freight un foodgrains transported by Box Wagons on the 
basis of w~tgon-load rates, without getting the wagons loaded to the 
marked carrying capacity. Durirq the two years 1963-66 and 1366-57, 
alone, this resulted in avoidable payment of freight to the extent of 
Rs. 22.45 Ir~khs. The primary difficulty is stated to be the reluctance 
of labour to accept stmdardisation of the contents of filled bags. The 
Committee hope that Government wouiii be able lo work out with 
the co-operation of labour, a suitable arrangement to ensure that 
wagons an! loaded up to the stipulated weights. The possibility of 
Governmalt being able to make good the shortfall in loading a t  
points whd!re wagons are weighed should also be explored. 

1.55. I t  is reported that average w c i ~ h t  loaded per box wagon 
improved I I ~  Madras by 1.2 tonnes during 1968-69. This shows that 
proper efforts had not been made in this direction earlier. The Com- 
mittee hope that sustained attempts will be made for complete load- 
ing of wagons. 
Loss of Gunny Bags. 
Audit paragraph 

1.56. From April, 1965, imported foodgrains are being filled in 
bags and cleared departmentally at Madras Port. On clearance of 
foodgrains fmm the port area, large scale shortages of empty gunny 
bags were noticed, representing the difference between the nilmber 
of bags isst& to labour for filling foodgrains and that cleared 
from the port area. Of the total loss of Rs. 12.30* lakhs during tne 
period April, 1965 to September, 1967. Rs. 2.95 lakhs were written 

- - . - -  - - 
*After excluding unserviceable gunnies (Rs. 1.22 lakhs and set- 

ting off excesses Rs. 1-57 lakhs. 



1.57. It has been stated by G ~ a m ~ e n t  (February, 1969) that 
"a certain percentage of gunny losses is unavoidable in the very 
nature of these operations involving ,%he handling of lakhs and 
lakhs of gunny bags at so many points and in su many stages", that 
a loss upto 1 per cent should "perhaps be considered as a normal 
hazard", and that the percentage (which works out to 1.42 for Madras 
port) is slightly higher "possibly because the bags are left to the 
care of an outside agency i.e. the Port labour between the filling 
and clearance operations (bags are filled on the wharf by our deport- 
mental labour and shifted by Port labour to the sheds from where 
these are ultimately cleared)." 

paragraph No. 83-Audit Report (Civil), 1969.1 

1.58. The Committee asked for data about the number of gunny 
bags issued per monthlday at the various ports where departmental 
labour was employed for clearance of imported foodgrains. In a note 
the Government have furnished the following figures: 

Nam: of Port Av mgc No. of bacrs 
issu .d (in lakh pieces) 

Per PC r 
m ,nth day 

-. Bombay. . . . . . . . .  22.65 0.75 

Madras. . 15.36 0 . 5 1  

Kandh . . . . . . . . .  11.4 0.38" 
- 

1.59. The Committee enqiured about the number of gunny bags 
lost a t  these ports. Government have furnished the following in- 
formation on this point: 

(Lakhs 
Nos. 

L x w  during this period . . . . .  .. ' ( 
6.6 



~ , ~ & f r o m  a3niOct0b:r1 1368 to 28th February, 1969 , . . 49.5s 
L & during this period . . . . . . .  0.72 

Lasses during rhc p a i d  0.70" . . . . . . .  __-.-- 

1.60. The above data indicates that the percentage of loss a t  
Madras was 1.42 per cent between April, 1965 and September, 1967 
and increased to 1.90 per cent subsequently. At Bombay the per- 
centage of loss was 0.69 per cent between August, 1964 and October, 
1968, but increased to 1.45 per cent subsequently. At Kandla, the 
loss of gunnies has been of the order of 0.21 per cent. 

1.61. The Committee desired to know whether Govenunent had 
investigated the reasons for heavy losses of gunny bags at Madras 
Port amounting on an average to Rs. 4.92 lakhs annually. In a note, 
the Government have stated that "the reasons for heavier losses at 
Madras have been investigated. At Bombay and Kandla, where grain 
is discharged directly into the sheds, filling aperations are carried out 
by  (departmental) labour in the sheds and filled bags remain under 
. . . .  (Governmental) control and supervision all along till these are 

cleared out of the port sheds. In Madras filling operations are car- 
ried out by our labour on the wharf and the filled bags are then left 
to the custody uf port labour who carry the bags to the port sheds 
from where delivery is given to us by the Port authorities. The losses 
are mainly due to the operational difficulties which render the task 
of tallying the Ailed bags with the number of empty bags issued far 
a particular shipment extremely dimcult. The space on the wharves 
is inadequate for exercising effective supeNision This kan b 
possible only'by reducing the rate of discharge which may result 
in heavy demurrages some of which may be payable in foreign 
exchan& 



"At Bombay and Kandla, foodgrain is discharged from ships lnts 

sheds by vacuators and bagging operations are carried odt in 11 ,~  
sheds. Supplies are made to the docks from the gttnny stc,lapt. ' 

godowns against shipwise indents. These are received in €he doel; 
sheds adjacent to the berths at which the ships are discharginr 
At the beginning of each shift, gunnies are issued by the Ikck st:,n. 
to the Mukadams in charge of filling and stitching gangs, who 
turn distribute them to the labour. At the end ,of the shift. ~ b , .  
number of gunnies remaining unused are returned by the Mukada:?,i 
to the Dock staff. In the course of bagging operations, a number & 
gunnies get burst and these are collected and taken into stock a \  
'torn and burst' bags. The bags which are filled to a standard 
weight of 93 Kg. are loaded into wagons'trucks and despatched i n  
out-stationsistorage godowns." 

"At Madras, bagging operations are carried out a t  the ~vha1.f. 
Grain is discharged from the ship directly into chute wagons. which 
stand side by side on the wharf. Each wagon has six spouts orit r,f 

which three or four are worked at a time. Generally 5 to 6 C ~ L I ~  

wagons are used at  a time on a dry cargo vessel and 10 wagons cn? 
a tanker or bulk carrier. Thus, the number of bagging points i n  
respect of a ship vary from 20 to 40. Sometimes work is on  
even a t  five vessels at the same time. Gunnies are distributed to 
the labour at all these points from the stock received at the docks 
from the godowns. . . . . " 

1.63. During evidence, the representative of Depsrtment of Food 
explaining the position further stated that the gunnies that come 
into the wharf are "taken over by gunny clerk and they are issued 
to each of the packing points. There is a tally clerk who sees the 
number of bags filled and the number of empty gunnies received. 
It is not possible ta compare that (tally') with the td ly  .taken by the 
Port Trust because they do not give the tally chart of every day. 
They give the tally only after the , ship . is complekly cleared." 

1.64. 'I%c Committee desired t o h o w  the nature bf fttllfts done 
by the Fbod De;lal"ttfient as weli as the Port Trust aM 5 6 ~ '  the 

*I * 



q d y  ale& d tht Food Department maintains records of the  
f01bwlng:' ' 

(a) ~&tber of empty bags received by filling gangs from 
g u ~ u r y  clerk; 

(b) Number of bags filled; 
(c) Number of bags left unfilled at the end of the shift; and 
(d) Stoppage of work. 

Ge&flY one tally clerk is posted for filling gang but this is not 
possible during periods of rush which are frequent. 

The port  Trust does the tally of the bags removed from the wharf 
sheds or loaded into trucks or wagons directly from the wharf'. 

Explaining the difficulty in the system the Government have stated 
that the "Port Trust does not give the tall\. sheets as a result of 
which cross checking of Department's tally sheets is not immedi- 
ately The Port Trust give ''a consohdated distribution 
st?tement" for the vessel "on completion of de!ivery of the entire 
quantity brought by a ship" and "at that stage it is not possible 
to fix responsibility on indi~lduals for the discrepancy between num- 
ber of emptv bags issued as per Department's record and the number 
of filled bags delivered by the Port Trust as per distribution state- 
ment." 

1.65. The Committee enquired whether Government had taken 
any action to stop this kmd of loss. The witness replied: "As soon 
as this loss came to our notice in 1965 we initiated a series of mea- 
sures to tighten it. The Regional D~rector of Food took it up \\.ith 
the Port authorities in the Port Working Committee on several 
occasions-in December. 1966; January. 1967; February, 1967 and 
May, 1967. The Port Trust was requested to tighten the security 
measures in April. 1966 An additional watchman was posted in the 
wharf in February. 1966". The witness further added: "A gcrod 
deal of loss of gunnies, particularlv in Madras. whkh has an exten- 
sive area for operation must be ascribed to pettv pilferage. There 
is nothing to prevent a labourer taking one of the gunnies parti- 
cularly during the rains and using it as a head-cover to s o  out" 
Suggesting the corrective measures which could help in improving 
the situation fhe witness said: "In mv view. the onlv solution to this 
problem is an increase in the suoer\.isory staff. In fact. when earlier 
an increase in the supervisorv staff was asked for. there was re- 
luctance to keep on addinq staff to this unit." Elaborathg the 



1.66. The Committee enquired whether the balPncs of loss 
Rs. 9.35 lakhs out of the total loss of Rs. 12.30 lakhs had written 
off, the witness replied: "That will be written off shortly. mere 
has been some delay on that account.. . . . .Originally the loss as 
reported by the Regional Director was shipwise. . . . . . it wes about 
Rs. 15 lakhs or so. Having taken into account the gunnies damaged 
etc. we have ultimately found that the loss is Rs. 12 laMs. The 
procedural question that is being discussed with Finance and others 
is whether this difference is to be allucated to each ship pro rats 
and then the proposal sent by the Regional Director modified t o  
that effect and written off or whether we take it as a whole. Once 
that procedure is settled, then the write off can be done. We will 
expedite it." 

1.67. The Committee note that the loss of gunny bags issud for 
bagging of foodgains has been higher at Madras Port in relatipa to 
other ports like Kandla and Bombay. The value of gunnies lost at 
this Port during April, 1965 to September, 1967 was Rs. 1230 lakhs. As 
a percentage of issues of gunny bags it was 1.42 per cent and it in- 
creased subsequently to 1.9 per cent. This loss has boen ascribed 
largely to "petty pilferage!' The Committee would like tbe Depart- 
ment of Food to take steps, in concert with the Port Authorities, to 
minimise these losses, if not eliminate them altogether. In particular, 
i t  should be impressed upon the Port Authorities that they should 
co-operate with Government in ensuring that tallies of bags issued 
are done expeditiously. 

1.68. The data furnished to the Committee also shows that the 
losses at Bombay have been tending to increase. This suggests the 
need for greater vigilance on the part of the authorities concerned. 



CHAPTEB II 
DEPARTMENT OF AGRICULTURE 

Loan for tow web 
Audit ~ a r a g r ~ h :  

On the guarantee of the Indian Cooperative Union Rs. 2 lakhs 
were paid (through Delhi Administration) in 1962-63 as loan to four 
cooperat,ive societies to enable them to pay off certain advances which 

, they had taken from the Union for construction of four kachha irri- 
gation wells. The societies had spent Rs. 2.27 lakhs in the construc- 
tion of these wells. 

2.2. The societies could not run the wells pro2erly due to local 
rivalries amongst cultivators, inadequate length of irrigation chan- 
nels and high cost of operation and maintenance of diesel engine 
~umping sets. One of the societies could not irrigate any land at 
d l  while the other three irrigated 10.50 acres of land each as against 
the expectation of 50-60 acres each. 

2.3. On the recommendation of the Union the Delhi Administra- 
tion took over the wells from the societies in 1966 (for running them 
as State tube-wells) in lieu of repayment of the loan of Rs. 2 lakhs. 

2.4. For optimum utilisation of the irrigation potential of those 
wells, Delhi Administration spent Rs. 0.61 lakh more on deepening 
and electrifying them and in extension of irrigation channels. While 
taking over the wells it was expected that after deepening and elec- 
trification the wells would irrigate 200-250 acres of land annually and 
that the running and maintenance cost (estimated at Rs. 18,000 per 
annum) would be wholly or substantially recovered from the culti- 
vators at  the rate of Rs. 1.50. per operation hour of a well. However, 
during October 1966 to December 1968 the area irrigated by the wells 
ranged between 33 and 119 acres; the total revenue for that period 
was Rs. 4,087 as against the recurring expenditure of Rs. 30,120. The 
Delhi Administration have stated (February 1969) that the revenue 
deficit is mainly due to low rate of water charges (fixed in keeping 
with subsidised rates obtaining in the contiguous States) and the res- 
tricted number of working hours due to limited well ~ i e lds .  
'Paragraph 111, Audit Report (Civil) 1969.1 

2.5. Explaining the background to the case mentioned in the Audit 
Paragraph, the representative of the Department of Agriculture stated -- - - -.- - . -- - - - -- . - - - - 

'Actually recovery from Cultivators is being made O Re. 1 for 
16000 gallons of water. 
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that the idea of constructing four Katcha wells "originated with t h e  
construction of a well in Sultanpur. $3 was a success in Sultanpur 
(where) it was started in 1959. . . . . .and completed in 1961. These 
villages (in which the four katcha wells were later constructed) are 
very close to Sultanpur and they also wanted wells of this nature. 
They approached the Indian Cooperative Union for help. That is 
how the project started". Elaborating the position, the Additional 
Secretary, Department of Agriculture informed the Committee that 
the project of having Katcha wells originated with a suggestion 
made by a retired civilian who had "attempted construction of such 
wells as a relief measure in West Bengal". He formulated a 
scheme, which the Prime Minister referred to the Planning Com- 
mission for examination. The Government of India then appointed 
a Technical Committee. "From the very beginning it doubted the 
economic feasibility of the Scheme". According to information 
furnished in a note i t  was thereafter "decided in the Ministry of 
Community Development that a team consisting of Deputy Minis- 
ter, Joint Secretary concerned, Irrigation Adviser, Director of A g i -  
culture, Deputy Secretary and Adviser (Cooperation) should visit 
Sultanpur for studying the project c ) ~ . t h e  spot. This team accord- 
inglv visited Sultanpur and gave its impressions to the Depart- 
ment". The decision to take up the Scheme was thereafter taken, 
in view of the fact that it would help the food production effort 
and also aid small farmers. 

2.6. The Committee asked for the report of the Technical Com- 
mittee which has been furnished by Government. From this Re- 
port, the following position emerges:- 

(i) The Planning Commission expressed doubts about thc 
feasibility of the Scheme in general and took the view 
that "detailed local investigations" by the State Govern- 
ments would be necessary. 

(ii) "None of the States felt inclined to take up the Scheme 
on the ground that the Scheme was not suited to their 
local conditions". 

(iii) Test observations on two wells id West Bengal indieat- 
ed "that discharge and benefit derived from such wells 
might not be commensurate with the cost of these wells". 

(iv) The Technical Committee itself felt that scope of the 
Scheme "is limited to some isolate pockets of areas in 
the country. . . . . .Even in such areas, the economic fea- 
sibility or advisability for undertaking this scheme would 
onl\r occur when all attempts on sound engineering lines. 
to install tube-wells have failed. . . .Construction and 
operation of wells of ilk sizes and dimensions envisaged 



by private individuals is out of the question. On the 
other hand, experience on State tube-wells and other 
State lift irrigation Schemes indicates that the execution 
and running of this Scheme as a State enterprise may 
be highly unremunerative.. . .on the basis of past 
experience, it would not be possible for the Government 
to impose an irrigation tariff that may be adequate to 
defray the cost of operation and maintenance of this 

,Scheme and interest charges on the capital investment 
. . . .Thus the only agency, that may be considered for 

.entrusting the execution, maintenance and operation of 
this Scheme is the Co-operative of beneficiaries". 

2.7. Pointjng out that the Scheme essentially was one which 
concerned the cooperatives on the one side and the Indian Coopera- 
tive Union which initially gave them loans, on the other, the Com- 
mnittee enquired why Government got involved in the matter-first 
byagiving on the guarantee of the Indian Cooperative Union, a loan 
tn the'cooptatives in 1963, to enable them to repav the loan thev 
had taken from the Indian Cooperative Union, and then subsequent- 
ly in 1966. bv taking over the wells frum the cooperatives in lieu of 
repayment of loans given to them in 1963. Thev pointed out in this 
connection that it should have been apparent to Government that the 
whole scheme was "a collapsing proposition". The Committee en- 
quired whether there was any precedent for this type of transaction. 
The witness stated that "there is no instance of this type". In 1963, 
when the decision to give loans to the cooperatives was taken by 
Governmerit. the considerations were recorded in a note as follows: 

"The wells have been constructed and are in operation. 

Government of India have authorised us to  make advances to 
ttLe four societies, each managing a well, upto a maximum 
of Rs. 2 lakhs. 

The Indian Cooperative Union had advanced the money to the 
societies for the construction of the wells. The union now 
wants the Administration to advance the money to thc 
societies on its security. Admittedly the union's assets 
are sufficient for the guarantee. 

If the cultivators can get three crops including vegetables, so 
near &hi City, and the acrage can be increased to 100 

, acre4 each it should be possible to have suqcient profit to 
service the loans undertaken to repay it. 

I (chief Commissioner, Delhi) think, we should accept the 
proposal of i.c.u!'. . 



2.8. In q l y  to a question, why Government felt obliged to give 
a loan, the witness replied, "The alternative was to let the Coobra- 
tive Union do what they like in that area. There would have been 
no irrigation and the money would have gone completely". To an 
enquiry from the Committee whether before paying the loans to the 
cooperatives, on the guarantee of the Indian Cooperative Union, the 
viability of the societies was examined, it was stated that "the Anan- 
cia1 position of the four societies was not found satisfactory at the 
time of givinl; loans to them. It was for this reason that the guaran- 
tee of the Indian Cooperative Union was obtained." The balance , 

sheet of the Indian Cooperative Union as on 30th June, U62, was 
examined. This showed, apart from a net profit of Rs. 8,834 during 
the year, balances in various reserves aggregating Rs. 8.47 lakhs. 

2.9. The Committee enquired why, at a subsequent stage, Govern- 
ment decided to take over the wells. The witness stated that the 
Cooperatives had spent a sum of Rs. 2.73 lakhs on these wells, where- 
as Government took it over for Rs. 2 lakhs. "So to the extent of 
Rs. 73,000 they (the cooperatives) were penalised". Besides, these 
wells were intended to benefit small farmers, with an average holding 
of two bigha!:. The alternative was therefore "to let this money go 
completely waste or to try to take this over and do whatever is possi- 
ble". Food production drive had then "a very high tempo. Whatever 
means could be adopted for increasing poduction had there to be 
availed of." Yhe Delhi Administration, therefore, formulsted a 
scheme fa taking over these wells. The Deputy Irrigation Adviser 
inspected these wells early in 1965. He pointed out that "the wells 
have not been doing any appreciable irrigation as the concerned so- 
cieties have not been able to manage and run the wells". His report 
was that each well "may not run for more than 2,000 hours" in a year 
and the operational cost on this basis would be about Rs. 4,00OW, i f .  
a rate of Rs 2 per hour. The cultivators might not be expected to pay 
mwe than Rs. 1.50 per hour and even this charge "would be nearly 
double of what cultivators pay for tube wells in U.P." Though the 
proposal would involve "an element of subsidy" he took the view that 
the only course appears to be that the wells may be operated by Gov- 
ernment" as otherwise the expenditure incurred on 'the wells would 
become "infructuous". In June, 1965, the Ministry of Food & Agricul- 
ture considered the proposal of the Delhi Administrati~n at a meeting 
and decided that, though there would'be an element of subsidy. 
"nevertheless tlterscherne wbuld be economic and usefil in teWns uf 
the additional food which is produced as a result of satisfactory run- 
ning of Schcnte". It was also decided that "The erpendituoc ao far in- 
curred an  tl\c* construction of the wells by the Gift Irrigation-cum 
service Socl 1 Ses should be assessed by the Delhi Administration on 
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the* basis of the me~!wements of the work items completed and the 
audited accounts of the Societies. For the sake of expenditious execu- 
tion of the Scheme, the further work proposed to be carried on the 
wells such as installation of pumpsets, construction of field channels, 
ctc., should be executed by the Indian Cooperative Union before the  
wells are taken over by the Delhi Administration. The work should 
be carried out a s  per estimates, drawings and specifications drawn by 
the Dell$ Administration and under the supervision of its Technical 
Staff. The oost of such works would be reimbursed by the Administra- 
tion." 

"Taking into consideration the probable discharge and performance 
of the wells, the working expenses likely to be incurred and the r e  
coveries proposed to be made from the cultivators, it was agreed that 
there would be an element of subsidy in the recurring expenditure. 
Nevertheless the scheme would be economic and useful in terms of the 
additional food which is produced as a result of satisfactory running 
of Scheme. 

In order to expedite the utilisation of the full potential of thpwells 
and to obtain maximum production therefrom the Delhi ~dminis t ra -  
tion should organise adequate extension service and undertake requi- 
site measures in the command of the wells, as in the case of the Sultan- 
pur well." 

2.10. The Committee pointed out that, while the concern for the lot 
of the small farmers was understandable, there was no justification for 
"the special treatment given to the Indian Cooperative Union". They 
enquired why, when the Union had given a guarantee for the loans 
given by Government to the cooperative societies, this guarantee was 
not invoked, but instead Government chose to come to the rescue of 
the cooperative Union. The witness stated: "There were two alter- 
natives before the Government either to leave it as it were or to come 
to their rescue. Even now I feel that we have to improve the wells: 
otherwise this money will be a waste." 

2.11. The Committee desired to know about the organisation and 
functions of the 1.C.U. and its relations with the Government. The 
Committee were informed that it is cooperative federation with 
producers, consumers, multi-purpose educational and housing co- 
operative societies as members, apart from honorary organhers, in&- 
viduals ek.  I b  was also stated during evidepce 'This Union was re- 
gistered ob 27th December, 19r)8 and now I regret to tell you (that) 
it is in the prbcess of being wound up. Our Registrar has ordered 
an enquiry so that if necessary dt may be liquidated and de-regis- 
tered." At the instance of the Committee Government has explain- 



e d  in a note the reasons for ordering an enquiry into the affairs bf 
t;he Union, as .under: I ., . 

"A number of complaints were received in the'o&qe:$f the 
Registrar, Cooperative Societies, Delhi, indicating serious 
irregularities in working of the Union as a resut of which 
losses were piling up. Total losses as on 30th June, 1968 
were Rs. 2.71 lakhs. In some other complaints, i t  was re- 
ported that the Union was not clearing the dues payable 
to a number of parties including some Industrial Coope- 
rstive Societies as also certain individuals. Keeping due 
regard to all these complaints the Registrar, Cocperative 
Srrieties, Delhi, ordered-on 12th May, 1969 a statutorv in- 
quiry to be conducted into the constitution working and 
klancial position of the Union. An Assistant Registrar 
of the Cooperative Societies Department has been appoint- 
ed Inquiry Officer for the purpose. The inquiry is still 
in progress." 

2.12. The Committee desired t'o know tile area irrigated by. these 
four wells, running and maintenance expenses incurred and the in- 
come during the last three pears ending 1968-69. Government have 
furnished the following data:- 

F .  i u  i c u r .  0 1 h u i Rcv;nuc Arca 
'.Y:lr o f  w:lls f in  rupecs) earned irrigated 

( inrup:cs)  (in acrcsj - -- -- .~ .-. - - .. 

Miin';i-axe Run,l~n& total 

- -- . . - -- - -- -- - - -- -- - --- 
2.13 The Committee po nted out that, while taking over the wells 

i t  was expected that after deepening and electrification, the wells 
would irriqnte 200 to 250 acres annually and running and mainte- 
nance expenses estimated at Rs. 18,000 per annum would be wholly 
or substantially recovered from the cultivators at  the rate of 
Rs. 1.50 per operation hour a well. They desired to know the bss:; 
of t h ~ s  assessment. In a note the Government stated that "Assis- 
tant Engineer (Irrigation) had made the assessment." 

2.14. The Committee desired to know whether any survpy WES 
undertaken by any expert to know whether water will be availabl?, 
the witness re?lied: "Ekputy IrHgation Adviser an& Shri. . . . (fin- 
other expert) went into the question of pmbable discharge (of 

6 



water). No scientific boring was done. It was an  eye ap~aisement."  
, 2.15. At the instance of Committee the Gavenunent have fur- 

niahed the following information in respect of these four wells: 
"(i) Average capacity of each well About 79,600 or my 80,000 gallins per day. 

Capital expenditure incurred on 4 
we118 upto 1968-69. 

Rs. 2.61 lakhs (without interest thereon). 

(iii) Income upto the end of 1968-69 Rs. 5,362 

(iv) Rynning expenses of four well Rs. 18,~~oo per annum comprising of 
etablishment (Rs. 10,m) and runnin~ 
and maintenance charges (Rs. 8,000) 

2.16: Thc Government also have given the following reasons for 
losses:- 

"(a) The construction of pump house and fleld channels prior 
to  the taking over of these wells required further i ~ n -  
provement ; 

(b) The tanks are getting silted, resulting in the redvction of 
capacity; 

(c) Dry ?ell during the last two years has adversely affected 
the underground water reservoir. 

(d) A number of small private tubewells have been sunk in 
the vicinity of wells whose operatian results in the lower- 
ing of sub-soil water level consequently reducing the 
capacity of these wells; and 

(e) Due to increase in the price index, the running and main- 
tenance charges have been mounting but the water rate 
which was fixed 4 years ago has remained unchanged." 

2.17. The Committee desired to know what steps Government 
had taken or proposed to take to augment the revenues and make 
the wells self-supporting. Government have given the following in- 
formation in a written note:- 

"(a) The diesel p u m p  installed by the societies in first 
instance whose running proved to be costlier have been 
replaced by electric pumping sets; 

(b) The distribution system has further been expanded to 
improve the command of the wells; 

(c) '?'he proposal to increase the supply rate of water is under 
consideration." 

2.18. The Committee enquired whether the villagers would agree 
to the increase in the h a t e r  rates. The witnee replied: that .the 



economic rate will "have to be about four or five times the presetlt;.. 
rate.. . . . . . .There will be resistance from them. The increase t e  
this extent will never be possible. It (the increase) is not a sound: 
proposition." 

2.19 The Committee enquired whether Government still wanted 
to maintain *&ese wells or to switch over to the tubewells. The wit- 
ness replied; 'Waintenance of a Kutcha well is far easier than the- 
tubewell. We should like to continue our experiment with these 
wells". Working hours of these wells had also increased. "In 1966- 
67 they worked for 1177 hours; in 1967-68 for 1600 hours and in 
1968-G9 for 2000 hours. This year we expect to run for abous 2,500 
hours. We will increase it to 4,000 hours." 

2.20. The Committee feel that ~overnment were ill-advised to get 
involved in this transaction. The involvement started with Govern- 
ment advancing a sum of Rs. 2 lakhs to the cooperative societies to 
help them repay a loan which they had taken from the Indian Co- , 

operative Union for constracting four Katcha wells. It ended .up 
with Government taking over these wells and foregoing the loan. 
Government have in addition over the past three years incurred 
on an average an annual loss of Rs. 16,000 on running these wells. 
There is also no prospect of the losses being avoided in future, as that 
would call for an increase in the water-rates to "about four or five 
times the present rates" which the Department of Agriculture have 
admitted "will never be possible." 

2.21. The scheme of having katcha wells was mooted as part of o 
bigger project, which found favour neither with the Planning Com- 
mission nor with the States. Test observations on certain wells con- 
structed earlier also established that they would not be feasible. A 
Technical Committee which thereafter examined the project also de- 
cided against it. It categorically stated that it would be "highly un- 
remunerative" for Government to run them and suggested that the 
wells should be left to be executed and maintained by the coopera- 
tives, if at all in some "isolated pockets" they could be made to work. 
It is beyond the Committee's comprehension as to why Government 
chose to disregard all these well-founded doubts about the utility 
and workability of the Scheme and invested money in it. What is 
harder still to explain is that Government chose to come in after 
the cooperatives which took up the Scheme found it difficult to work 
it. 

r 

2.22. The Conranltta see little reason to doubt that Government 
sfwped in just to help the Indian Cooperative Union salvage the loan 
it had exteaded to the cooperatives for the Scheme. To help the COD 



.perrtivea to mwy this loan to tbs Unbq Gowmmaemt a d v d  
Bs 2 Wrhr to them on the rtrenp;tli of a guarrntsr, by the Coopar- 
ttve Union, which Government did not invoke. It is d g d h n t  that 
the Cooperative Union L now facing a statutory Inquiry by the Be- 
gbtrrr of Cooperative Societies, Dew, as a result of complainb %- 
djerting serious irragularitied' in its working. 

2.23. A. the Scheme is being worked for the benefit of mall far- 
m-, the Committee do not wish to pursue this case -her. How- 
ever, tHey hope that Government will not allow trheit zeal for such 
causes to be turned to the advantage of interested parties. . 

NEW D-; ATAL BIHARI VAJPAYEE, 
April 4, 1070. Chairman. 
Chaitra 14, 1892 (Saka)- Public Accou~ats Committee. 



APPENDIX I 
Statsmrnr shoming mnth-miss details of utilbarion of owned a d  h i d  gbd6WU 

of thn Fgod l)rpmtaMn!. 
(Sw para 1.5 of Report) 

(Figs. in 'OW M. Tonner) . 
State / Union Owned Hind Total Uscable Ca a- Pemn- 

Year Territory Capa- Capa- Cape- &y tage 
city city c ~ t y  actual1 bfutili- 

utilisel sation. - - -  -- 

1966-67 
April 
(3c-4-66) Assam . 

Bibar . . 
Uanipur . 
Orissa . . 
Tripura . 
W. Bengal 

Guiarat . 
M. P . .  . 

Mahadtra 

Punjab. . 
U. P. . . 
h P. . 
Madras . 
Goa . . 
Delhi . . 

m y  
(28-5-66) Asam . . 

Binar . . 
Manipur 

Tripura . 
W. Bengal 

Gujarnt , 



June 
(25-6-66) 

M. P . .  . 
Maharashtra 

u. P.. 

AP.. . 
Madras . 
Goa . . 
Delhi . . 

Assam. . 
Bihar . . 
Manipur . 
Tripurr, . 
W. Benpl  . 
Guiarat . 
M. P . .  . 
Maharashtra 

U. P.. . 
A . P .  . 
Madras . 
Goa . . 
Dslhi . , 

Assam. . 
Bihar . . 
Manipur . 
Tripun . 
W. Rengal . 
Gujarat . 

'. M.P. 

Maharanhtra 



Goa. 

Delhi . . 
August. 
(20-8-66) AS-. . 

Bihar . 
Mnnipur . 
Tripura . 
W. Bengal 

Maharnahtra 
U.P. . . 
h P. . 

Delhi . 

Tripura . 
W. Bcngal . 
Gujuat . 
M. P. . 
MPhnmshtra 

u. P.. . 
A. P. . 
.U*s . 



I- ------ .-I--- -- --.-_ ___ . 
I 2 3 4 5 6 7 8 - -- ----------- 

October 
(29-10-66) Assam. , . 25.6 29.3 54.9 50.6 13.1 25.9 

. W. Bengal . . 232.8 172.8 405.6 341.7 118.6 34.7 

Gujarat . . 73.2 189.0 262.2 234.4 165.7 70.7 

U. P.. . . 329.2 19.7 348.9 345.6 140.9 40.8 

A. P.. . . . .  14'7 14.7 14.0 4 '3 30.7 

Madras . . . . 33.8 33.8 31 .5  rR.4 58.4 

Goa . . .  9.4  9.4 9.4 9.4 100.0 

November 
(26-11-66) Assam. . . 25.6 29.3 54.9 50.6 19'2 37.9 

B i h r  . . . 215.5 15.9 231.4 216.8 70.8 32'7 

Manipur . . 4.6 . . 4.6 4-6 3.0 65.2 

Tripuril . . 18.7 . . 18.7 18.7 3.7 19.8 

December 
(ax-12-66) Assam. . . 25.6 29.0 54.6 50.3 29.4 58.4 

Bihar . . . 215.5 .. 15.3 230.8 214'1 97.4 54.5 

Manipur . . 4.6 ., 4.6 4.6 3.0 65.2 

..Tripurn . . 18.7 . . 18.7 18.7 ) 4 . 3  13.0 

W. Bcngal. . 232.8 183.0 415.8 ~ 7 . 2  136.4 39.3 

Guiarat . . 73-2  184.5 257.7 232.1 123.6 53.1 . 
M.hm&tm . 569.5 116.5 686.0 608.0 173.6 18.5 

- - - .  - - - - - . -  - 



A . P .  . . . .  11.5 11.5 10.2 1'9 18.6 

Mtldras . . . . 34'2 34.2 32.7 16.6 50.8 

January. 
(28-1-67) Assam. . . 25.6 29.0 54.6 52.0 29'9 57.5. 

Bihar . . . 215.5 13.9 229.4 213.2 93.; 43.6 

Msnipur . . 4.6 . . 4.6 4.6 3-0 65.2 

Tripura . . 18.2 . . 1 8 . 7  18.7 3'3 23.0 

A . P .  . . .. 14.7 14.7 13'5 4.9 36.3 

Madras . . . .  34.2 34.2 32.7 20-0 61.1 

Goa . . . .. 9.4 9.4 9.1 5.4 59-3 

February. 
(25-2-67) Assam. . . 25.6 29.0 54.6 52.1 24.4 46.8 

Bihar . . 215.5 12.6 228.1 212.0 73'0 34.4 

Manipur . , 4.6 . . 4.6 4.6 3.0 65.2 

Tripura . . 18.7 . . 18.7 18.7 3.4 18.2 

W. Bengal . . 241.8 159.0 400.8 344.7 83.1 24.1 

Gujarat . . 73.2 176.9 250.1 233.6 105.7 45.2 

A. P. . . . .  14'7 14.7 13.4 9'0 67.1 

Madras . . . . 40.2 40.2 35.6 28.2 79'2 

G o a .  . . . .  9.1 9.4 9.4 5.9 62.8 

March. 
(25-3-67) Assam. . . 28.0 29.0 57.0 54.5 15.6 28.6 

B h r  . . 215.5 12.6 228.1 213.3 74.7 35.0 



51 . -___ 
I a 3 4 5 6 7 8 

A.P. . .. 14'7 14'7 13.4 5.4 40.3 
Medres . . . .  38.8 38.8 34.2 27.4 80.1 

G o a ,  . . .. 9 '4  9 '4 9.2 6.3 68.5 

Bihar . . . 215.5 12.6 228.1 213.3 69.9 32.8 

Tripura . . 18.7 . . I 18.7 2.6 13 .9  

W. Bengal. . 242.8 108.1 350.9 287.6 91.3 31.7 

Maharnshtra . 575.4 116.5 691.9 621.0 143.9 23 .2  

A. P. , . . .  14.7 14'7 13'4 2.7 20.1 

Madras . . . .  37.8 37.8 33.3 23.3 70.0 

G o a .  . . .. 9.4 9 .4  9.1 5 -9  64.8 

May. 
(20-5-67) Assam. . . 40'3 15.4 55.7 53-3 12.5 23.5 

June. 
(17-6-67) Amm . . . 40.3 

Bihar . . . 215.5 

Tripura . . 18.7 

W. Bengal . . 242.8 



Goa , , . .. 9.4 9 ' 4  9 ' 4  ,5.3 56.4 
:July. 

(29-7-67) Asam. . . 40.3 9 . 8  50'1 4 8 . 1  7'0 14.5 

Tripura . , 18.7 . . 1 8 . 7  1 8 - 7  2'3 12.3 



November. 
(18-11-67) 

Atwn. . 
Bihar . . 
Tripura . 
W. Benpl . 
Gujuat . 
Maturnstra . 
A. P..  . 

Madras . 

GOP. . .  

Assam . . 
Bihar . . 
Tripura 

W. Bcngal . 

Gujar~l . 

Maharastra . 

A . P  . . . .  
Madras 

Goa . . 

Pssam . 
Tripura . 
W. Benpl . 
Gujarat . 
Maharutm . 
A. P. 

Mpdm , 

Gol. . .  



Gujarat . . 73.2 136.9 ~10.1 189.6 128.0 67.5 

Maharastra. . 603.0 124.8 727.8 658.3 154.2 23.4 

A. P. . . .. 19.4 19.4 14.7 7-a 49.6 

Madras . . . . 39.7 38.7 34.1 21.3 62.4 

Tripura . . 18.7 . . 18.7 18.7 1.8 9.6 

W. Bengal . . 249.2 110.5 359.7 335.8 124.4 37.0 

Maharastra . . 
A . P . .  . . 
Madras , 

G m . .  . 
March. 
(23-3-68) Assam . . . 

Tripura . . 
W. Bengal. . 
Gujarat . . 

Mahamtrn.  . 617.4 128.0 745'4 672.9 188.1 27'9 

A. P. . . .. I I 11.1 0.6 5.4 

Madras . . .. 46.5 46.5 41.5 33'0 79'5 

Goa . . . .. 9.3 9.3 9.3 6.6 71.0 

m-9 
April. 
(20-4-68) Assarn . . . qq.4 3.8 48.1 47'1 a 45.6 

Tripura . 
W. Ben& . 
Gujarat 

Maharasttn 

A. P. 

MPdra8 . 
G(Ja . . 
.- --..- .. 



Tripura . 
W. Bengal . 
, Gujarat . 

Maharastra . 
A. ' P. 

Madras . 
Goa . . 

'June. 
(29-6-68) 

'July. 
(27-7-68) 

.August. 
(24-8-68) 

Assam . . 

Tripura . 
W. Ben@ . 
Gujarat . 
Maharastra . 

A. P. . 
Madras . 
Goa . 

Warn 

Tripura . 

W. Bengal 

Gujarat 

Maharastra 

A. 1'. 

Madras . 
Goa . . 

Gripu rn 

W. *engal 

GUjarat . 
Maharwtra 



September. 

October. 
(26-10-681 

November. 
i30-11-68) 

February. 
(22-2-69) 

W. Bengal 
Guiarat , 

Matlarasm . 
Madras . 

W. Bengal 

Guiarat . 
Maharartra . 
Madras . 
W. &ngP1 . 
Guiamt . 
Maharastra . 
Madras . 

Guiarat . 
Ahharastra . 

Guiarat 

Maharastra 

The transfer of d l  th godowns to the Focd Corporation of India WM completed 
bv 1st k h ,  1969. 

---II- - .  . -_ --. _- -...-.-I_- 



APPENDIX n 
(&e PUB I *  17 of Report) 

StWQtc Production of Storage capacity" 
WW~Y Poodgrains as perantage 

1967-68 of total Food- 
sraipr Pro- 
dUct1on 

Bihar . . . . . ?Po. !, 8,612 4.54 

Guiarat . . . . . 419.0 3,365 12'44 

IIerrana . . . . . 87.7 3,994 2 .20  

Kerala . . . . . 212, ti 1,132 18.80 

Jdadhya Pradesh . . . 230'4 10, 163 2.27 

htysorc . . . . 128.4 4,506 2 .85  

Orissa . . . . . 60 9 4,324 1.41 

I'uniah . . . . . ?67.4 C,Ub 6.75 

Rairsthan . . . 123.~- 6.608 1.87 

Utiar I'radeph . . 
Wrst Ben@ . . . 
Jammu 6: Kmhmir. . . 61. I 652 9' 83 

Union T e r r i t a  . . . 191'7 1,675 11.44 



Summary of Main Conclusion~Recommendations 

SI. No. Para No. of MinistrylLkptt. CnnarncJ 
K-J Irt 

Conclusions/ Recommendations 

- -- - - - - A - - - - 
I I .32 I)eptt of POOJ The Committee cannot help feeling that the development of 

storage capacity in the country has been rather haphazard and unw 
ordinated. The following facts which have come to the Committee's 
notice would lend support to this conclusion: 

(i) There has been large unutilised capacity in godowns in 
% 

certain parts of the country. The (lata given in the preced- 
ing section of this Report would show that, over a continu- 
ous period of 20 to 32 months, capacity in the godowns 
managed by the Department of Food in 5 States/Union 
Territories was not utilised to the extent of more than 60 
per cent. A closer loak at the figures of utilisation also 
indicates that in some of the. States, where the utilisation 
never exceeded 60 per cent of the capacity, the utillsation 
was well belo'w 60 per cent for ?nost 'of the time. Thm in 
Assam, over a period of 28 continuous months, it was only 
during 8 months that the utilisation ranged from 41 per, 
cent to 60 per cent;  for the rest of period, it was between 



iktt .  of ~ o o d  (coath.) 10 per cent to 40 per 'cent. Likewise, in Bihar 41 per cent* 
to 60 per cent dtilisation was achieved only in 6 out of 20 
continuous months, while during the-remaining period it 
remained in the ranges of 10 pet cent to 40 per ce~t. In 
certain States/Unlon Temtories, Uke Orissa, Andhra b- 
desh and Tripura, utilisaffon was below even 10 per cent in 
certain months. &en in States, where utilisation to the 
extent of over 60 per cent was achieved, it was oniy fot 
relatively short periods that godowns were so utilised. In 
West Bengal, for instance, this was achieved only in 4 out 
of 32 continuous months; in Maharashtra, in 4 out of 35; 
and in Andhra Pradesh in 4 out uf 29. While on the one 
hand, there is thus large unutilised storage capacity, subs 
tantial quantities of foodgrains are stored either in the open 
or by make-shift arrangements in places in the states of 
Punjab, Harayana, Delhi, Gujarat etc. Such unsatisfao 
tory storage arrangements have naturally resulted fn &OF. 
ed foodgrains getting spoilt due to vagaries of whether. 

(ii) The experience of utilisation of godowns marrrtged by other 
agencies like the Central Warehousing Corporatiops, the 
State Corporations and Cooperatiws has also not been very 
happy. A Working Group of the Planning' Commission 
which examined the question of planning of storage fad- 
lities for the Fourth Plan reported that "under-utilisation 
of storage facilities with the Warehousing Corporations 
and Cooperatives has been a cause of concern." 

----- -. 



-- _-__ _ - *_.-- --- - - - - _  _ _  
~ e p t t .  of Food (contd.) They h w  attenKtm in partfclila~ to the 'bceqancfr af g- 

of the Stab Warehowin Cowrations W c h  %lu, i genetally low and variab e" ahd added that "hi thb e0- 
operative sector also the utilisation of capaciQ needs ti, be 
watched and causes for under-utilfsation iht i f ied.+ 

While storage capacity with various agencies has. thus remain- 
ed unutillsed, the Food Corporation of India has been -- 
barking on a substantla1 programme of qeffl Conetnu:tton 
in several areas. At a meeting of the Central Stonalp 
Camnittee held in May 1989, when the Fourth man b '- 
s -e  for Storage r a ~ r  considered, It m.s s-7 
pointed out that the Corporation ''was mt makfng full 
of the storage capacity available with the v t v i k  
Warehousing Corporations!' 

details in their 106th Report (Fourth Lok Sabha). 



city agrunst the various States was uneven, ranging from 
74 per cent in Gujarat to 3 per cent in Uttar Pradesh. The . 
Department of Food alone paid a rent of Rs. 228 crofes as 
hire charges d u h g  the three years ending 1968439. Whib 
the extent'& deteriuration or di;nrsge to iimdgraiaa in 
acc&+tion as reported to the ' C o d t k k  is 
substanBa1, tlie fact of the matter o d d  & b t~1f4 
"much of the hired capacity is sub-. 
Group of the Plarining Commission which hfghli@W . - 
pofnt also $tressed that "the Agnificantl~ hi& firopo'rfib~ 
of substandard storage should be reduced." 

(iv) There have been what the Working G m p  charactexid 
as "regional imbalances in the location of storage cap.; 
city". The data given in Appendix 11 to this Report 
show that the inter-se distribution of storage facilities 
amongst various regions in the country shows no co'fieh- 
tion to the importance of these areas in food pmduction. 
AS at the end of 1967-68, certain areas accounted for sto- 
rage capacity which amounted ta 18 per cent-19 per cent 
of their food production, whereas certain others, like hrp- 
jab, where storage is becoming a chronic of l?k> 
had capacity to the e&nt of 6.25 per cent of the fopd Pro- 
duction in that area. 



Mtt. of , ood (wntd.) ties ia the coulliiy. A. investment of tbll nwgni- sho~fd  p 
ceded by advance preparatory action on the following lines: 

(I) The over-all programme for storage construction should 
be related to realistic targets of food production and modi- 
fied periodically if necessary in the Ught of observed trwtdo 
of production uisacvir targets set. 

(ii) The requirements for purposes of storage of M e r  aal 
operational stocks should be worked out, on the basis of 
a very careful assessment of marketable surplus, and the 
buffer stock that is required and an within n m n -  br 
built up. On the question of buffer stocks in particular, 
varying figures have been suggested, ranging ftam 7 mfE 
lion tomes proposed by a Working Gxuup on foad poifeg 
to 5 million tomes suggested by the AgriculturaI Divistol, 
of Planning Commission. 

(iii) The storage programme in diirerent areas and ths spedtk? 
location of storage units should be so pIanned as to brhg 
out maximum utilisation of storage space. This prccap- 
poses a systematic study of the tocational pattern J 1P- 
downs, the absence of which, in the opinian of €be Cimri- 
mittee, has led to the paradox oflargi under utitijed e4*- 
city on the one hand and lack of adequate storage amom- 
modatian on the other. Based on such a study, guidel irk 



will have to be lqd  down for location of godowns wlth 
respect of factors like' production marketing. transportationo 
etc. There aresdfierent agencies undertaking construction 
af gadowns at difterent levels fordfletent types of requb- 
ments, Adequate coordination will have to be enswed 
amongst these agencies so that it d- b~ppen that an 
agency like the Food Corporation gms in f ~ r  Slktantid 

. programme of conskuc;tion in an area wheta godonas d.. 
ready constructed remain underutibed. 

(iv) Integrated development of milling and storage fd&& 
wiU be necessary. so that dual capacity is no2 created for 
the same stock as in the case of rice-first for paddy and 
then, after milling. for rice. a 

(v) Scientific storage facilities will have to be developed, with . 
a judicious accent on bulk storage, and concerted measures 
taken to reduce sub-standard hired storage. 

The Committee feel that the Army Purchase Organisation 
could have saved a sum of Rs. 8.47 lakhs on this transaction, had they 
not sought the assistance of the Food Corporation of India for the 
procurement of groundnut oil. The contracts concluded by the Orga- 
nlsation with the suppliers of vanaspati provided that suppliers should 
obtain their requirements of groundnut oil from the  Food Corpora- 
tion. However, the Food Corporation had at that time no field oRlcers 
in Guja&, where the oil was purchased, nor did i t  have Rny "p~.evf- 
ous ew- jence  in purchase of groundnut oil". The Corporation there- 

- -- - - - --- - - -- - -- 



___ _ __ - - - -  ----------__._ - - - _  
I Z 3 ? 

-- -- - - - -- - - -  -- - - --_-- - - -  
~ ~ p t r .  of ~ o o d  (contd.) fore wqr&turally obuged to subcontract the work to the S b h  _ ~(ar- . _  . 

keting ~aopent ive web' ,  whWl in turn, e@ployed mmm++ 
agents to pmeure the oil. The result was that, out d the price of 
3&51 paid per tonne of on, as much as Rs. 350 per &$e, i.e. over o&- 
tenth of the price, represented incidental expenses, commission, etc. 
of various agencies employed for the'~rocurement of dl. 

The State Marketing Cooperative Saciety whoae services the 
Food Corporation of India obtained in this case is one of 23 State 
Marketing Federations established in the Cosperative Sector. Statis- 
tics about its turnover given by the Reserve B.nL of India, repro&c- g 
ed in the preceding section of this Report, would suggest f&t it & a " 
well-established society. It is also Government's declared policy to 
promote growth of co-operatives in the marketing sector. Taking 
these drcumstances into account, it seems to the bnr&tee 
~ n n y  Purchase Organisation could well have approached this 
direct for procurement of oil instead of seekbg the ass- of 
Food Corporation of India, particularly when the w t i ~ n  had 
absolutely no experience of such procmement. Had t h i g  ken dnruc, 
the Army Purchase Organisatkm wodd have hod to pap, apart 
the actual weighted price (Rs, 3J01 p w  tuxme), oaly % 
226.88 per tonne as inddentaEs, instoed ~f -Re .  S50 psr towe w w  
was actually paid. On 6,882 ~OIUU!S of oil pnn?aFed, the Organisation 
could thus have saved a sum of.Rs. 847 lakhs. 



The Army Purchases . Organisation periodically purchases * 
vanaspati required for the DefeRee Services. In the interest ol eco- . 
nornical procurement, the Committee hope that a procedure would 
be worked out which would eliminate in-ediaries in fume Pur- 
chslsea 

There is another aspect of the present case to which tbe Cos~- 
mittee would like to refer in passing. The original prfce of oil 
lated by Food Corporation of India was Rs. 3,550 per tonne (M 
Rs: 3,451 per tonne which was ultimately charged). It included a 
extraneous item of Rs. 120 per tonne, which represented compenul- 
tion for loss incurred by Food Corporation of India on another cork 
tract concluded with them by the Army Purchase Organisation. 
*as only after the matter was raised by Audit that the corjxxtidba 
ffllciliy agreed to withdraw this element of charge and reduced the 
price. The Committee consider i t  regettable that a public corpora- 
tion like the Food Corporation of India should have sought in this 
manner to overcharge Government on purchases m ~ d e  through its 
agency 



- .- - - -  - -- -- - - - - 
Dew. of ~ o o d  (contrl) alone, this resulted in avoidable payment of freight to the extent of 

Rs. 22.45 Lakhs. The primary difliculty is stated to be the reluctance 
of labour to accept standardisation of the contents of @led bags. Tbe 
C~tnmittee hope that Government would be able to work out with 
the co-operation of labour, a suitable arrangement to ensure that 
wagons are loaded up to the stipulated weights. The possibility of 
Government being able to make good the shortfall in loading at 
points where wagons are weighed should also be explored. 

9 1.67 - do- 

It is reported that average weight loaded per box wagon 
improved at Madras by 1.2 tonne during 1968-69. This shows that 
proper efforts had not been made in this direction earlier. The Corn- 8: 
mittee hope that sustained attempts will be made for complete load: 
ing of wagons. 

The Committee note that the loss of gunny bags issued for 
ba'gging of foodgrains has been higher a t  Madras Port in relation to 
other ports like Kandla and Bombay. The value of gunnies lost at 
this Port during April 1965 to September, 1967 was Rs. 12.30 lakhs. As 
a percentage of issues of gunny bags it was 1.42 per cent and it in- 
creased subsequently to 1.9 per cent. This loss ,has been ascribed 
largely to "petty pilferage." The committk would like the ~ e ~ a ' t f c  
ment of Food to take steis, in concert with the Port Authorities, to 
m M s e  these losses, if not eliminate them altogether. In partic&. . 
it shodld b~ impressed upon the Port Authorities that they should 
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cooperate with Government i? ensuring that tallies of bags issue5 
are done expeditiously. 

The data furnished' to the Comlqittee.alro shows that. the 
losses at Bombay have been tending to increase. This suggests the 
need for greater vigilance on the part of the authorities concerned. 

The Committee feel that Government were ill-advised to get 
involved in this transaction. The involvement started with Govern- 
ment advancing a sum of Rs. 2 lakhs to the cooperative societies to 
help them repay a loan which they had taken from the Indian Co- 
operative Union for constructing four Katcha wells. It ended up 
with Government taking over these wells and foregoing the loan. 
Government have in addition over the past three years incurred 
on an average an annual loss of Rs. 16.000 on running these wells. 2 
There is also no prospect of the losses being avoided in future, a; that 
would call for an increase in the water-rates to "about four or five 
times the present rates'' which the Department of Agriculture nave 
admitted "will never be possible." 

The scheme of having katcha wells was mooted as part of a 
bigger project, which found favour neither with the Planning Com- 
mission nor with the States. Test observations on certain wells con- 
structed earlier also established that they would not be feasible. A 
Technical Committee which thereafter examined the project also de- 
cided against it. It categorically stated that i t  would be "highly un- 
remunerative" for Government to run them and suggested that the 
wells should be left to be executed and maintained bv the coopera- 



- - . . - 
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Deptt. of 4gricutture (contd.) tives, if at all in some "isolated pockets" they could be made to wcrk. 
It is beyond the Committee's comprehension as to why Government 
chose to disregard all these well-founded doubts about the utility and 
workability of the Scheme and invested money in it. What is harder 
still to explain is that Government chose to come in after the co- 
operatives which took up the Scheme found it difficult to work it. 

The Committee see little reason to doubt that Government 
stepped in just to help the Indian Cooperative Union salvage the loan 
i t  had extended to the cooperatives for the Scheme. To help the co- 
operatives to repay this loan to the Union, Government advanced 
Rs. 2 lakhs to them on the strength of a guarantee by the Coopera- 
tive Union, which Government did not invoke. It  is significant that 
the Cooperative Union is now facing a statutory Inquiry by the Re- 
gistrar of Cooperative Societies, Delhi, as  a result of complaints "in- 
dicating serious irregularities" in its working. 

As the Scheme is being worked for the benefit of small far- 
mers, the Committee do not wish to pursue this case further. How- 
ever, they hope that Government will not allow their zeal. for such 
causes to be turned to the advantage of interested parties. 




