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INTRODUCTION

I, the Chairman’ Committee on Public Undertakings having been
authorised by the Committee to present the Report on their behalf, present
this Ninety-fifth Report on Cazntral Warehousing Corporation.

2. The Committee took evidence of the representatives of Central
Warehousing Corporation on 1 and 3 October, 1983 and of Ministry of Food
and Civil Supplies (Department of Food) on 14 and |5 Dscember, 1983.

3. The Committee considered and adopted theReport at their sitting
held on 19 April, 1984.

4. The Committee wish to express their thanks to the Ministry of Food
and Civil Supplies (Department of Food) and Central Warehousing Corpo-
ration for placing before them the material and information they wanted in
connection with examination of the Corporation. They also wish to thank
in particular the representatives of the Department of Food and the Central
Warehousing Corporation who gave evidence and placed their considered
views before the Committee.

MADHUSUDAN VAIRALE,

NEW DELHI Chairman,
April, 27 1984 Committee on Public Undertakings.
Vaisakha 7. 1906 (Saka).




CHAPTER 1

HISTORICAL BACKGROUND

Based on the recommendations of the Committee ou All-India Rural
Credit Survey. the Agricultural Produce (Development and Werehousing)
Corooration Act, 1956 was enacted- Under this Act, a National Coopera.
tive Development and Warchousing Board was set up with the functions to
plao and promote programmes inter-alia for storage and warchousing of
agricultural produce through a cooperative society or a Warehousing Corpo-
ration.

1.2 The Central Warehousing Corporation was set up in March,
1957 under this Act, mainly for acquiring, building and running of godowns
and warehouses at points of all-India importance for storage of agricultural
produce, seeds, manures, fertilizers and agricultural implements offered by
individuals, cooperative societies and other institutions. Similarly, the
State Warehousing Corporations sct up under this Act were also entrusted
with similar functions of providing storage facilities at points of State and
the district level importance. The function to prsomote storage through
co perative societies by grant of loans subsidies was entrusted to the National
Cooperative Development and Warehousing Boards.

1.3 The Agricultural Produce (Development and Warehousing)
Corporation Act 1956 was repealed in 1962 and in its place two separate
Acts were enacted namely; the Warehousing Corporations Act and the
National Cooperative Development Corporation Act. The functions assigned
to the Central Warehousing Corporation and the Siate Warchousing Corpo-
rations under the Warehousing Corportions Act 1962 were broadly thc same
asbe fore, except that the scope of activities was enlarged by allowing these
Corporations to run waichouscs also for the storage of commadities notified
by the Central Guvernment, in addition to the other items namely agricultural
produce, seeds, fertilizers, manures and agricultural implements.



CHAPTER {1

OBJECTIVES AND OBLIGATIONS
A. Micro Objectives

2'1 The Parliamentary Committee on Public Undertakings as also the
Estimates Committee in their earlier Reports had recommended that macro
micro objectives, both financial and economic should be laid down for the
public enterprises and placed before the Parliament. The Administrative
Reforms Commission had also recommended that Government should make a
comprehensive and clear statement on the objectives and obligations of the
public enterprises. The statement should inter alia lay down the broad
principles for determining the precise financial and economic obligations of
the public enterprises in matters such as creation of various reserves, responsi-
bility of s:If-financing, the anticipated returns on the capital employed and
the basis for working out national wage and pricing policies.

22 In November, 1970, Ministries were asked by BPE that statements
of objectives and obigations for the undertakings should be formulated by
the enterprises with the approval of Government and that Ministry of Finance
should be consulted before finalising the finaacial aspects of such statements.

2’3 Subsequently, in May, 1979, the BPE again requested the
Administrative Ministries to advise the public enterprises under their adminis-
trative control to spell out their micro objectives consistent with the broad
objectives spelt out in the Industrial Policy Resohution of December, 1977.

2’4 During evidence, the Committee eaquired whether the micro
objectives of CWC had been specifically approved by the Government and if
not the reasoas for the samns. The Managing Director, CWC stated as
follows : ’

“ .«e..sAll India Rural Credit Survey Committee Report was the
basis for the CWC coming into being. This Report was published in
1954 and as per the obligation indicated in that Report
the Warehousing Corporations Act was passed in 1962. Under
this Act, some macro objectives have been provided and we '
have been operaing on the basis of the macro objectives provided in
the Act, but so far as the micro objectives are concerned, they have
not yet been framed or provided. We are working out our plans on
the basis of macro objectives.”



2'5  Asked as to why the Corporation did not feel any need to frame
the micro objectives, the Managing Director, CWC stated :

“Actually, the macro objectives that we provided in the Act are
broad-based. On that basis we have been ableto  work out our
plans and we draw each year’s objectives, as also the five-year objec-
tives. We have not faced any difficulty in doing so. We have targets
of different activities in regard to achieving those objectives.™

2'6 When the Committee pointed out that there, were standing instruc-
tions by B.P.E. that the micro objectives of public undertakings should be
framed and got approved by the Governmeft, the Managing Director stated :

“I admit that we have actually failed in not doing it ard we are
in the process of working it out now.”

2.7 The Committee were informed that some physical and financial
objectives of the Corporation had been laid down, The Committee
enquired as to when the physical and financial objectives of the
CWC were formulated and whether the same had ‘been specifically
approved by Government. In reply, the Corporation stated that
on Ist July, 1971, the Central Warehousing Corporation had submitted to the
Government of India physical and financial objectives of the Corporation.
The Government of India while examining the same, without touching upon
the non-financial objectives, referred the same back to the CWC for recasting
the financial objectives taking into account the instructions given by the
Ministry of finance which had desired that these should be formulated/defined
cJearly and precisely. Based on the directions of the Government of India,
the financial objectives (in particular relating to the return on capital, self-
financing, creation of reserves and pricing policy) were recast and submitted
to the Board of Directors in their Meeting held on 27.3.74 and immediately
after the approval by the Board of Directors the same were submitted to the
Government of India-

2.8 During evidence of the Ministry, the committee enquired whether
the instructions of BPE regarding the formulation of the micro objectives and
obligations were brought to the notice of the CWC and if so when. The
Secretary, Department of Food in reply stated as under :-

“My reply to the question regarding physical -objectives which
were submitted by the OWC to Government is that in spite of several
points being made, and consultation witk the BPE, nothing much
eme'ged from them. However, our view has been and is that unlike
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other Corporations, in the case of the Central Warehousing Corpora-
tion, both on the financial objectives and the main objectives of func-
tioning, principles have been laid'down in the Act itself. Section 11
of the Act mentions the functions. On financial side, it is laid down
that there should be minimum dividend. Board objectives are already
laid down. Five year plan provides the physical target, what is the
quantum to be achieved. These norms are sufficient to serve the
purpose envisaged by the BPE.  Also the annual plan discussions take
place which take care of the targets and objectives which the BPE has
in mind.”

2.9 The Committee pointed out that during discussion with the
representatives of the CWC, it transpired that the Corporation had submitted
to Government physical and financial objectives in March, 1974 but no final
shape had been given so far. In this connection, the Food Secretary stated
as follows :-

“From the old records I find that correspondence was there
between Ministry and BPE. BPE contemplated to issue general sort
of objectives for.public undertakings, To my mind, these are already
laid down for the CWC inthe Act and nothing requires to be laid
down now. As.I said physical targets vary from year to year, depend-
ing upon the size of the five year plan. Therefore, this particular
point about objectives to be finalised has not got that much impor-
tance now.”

He however, added :-

“In the functions put in the Act and the recommendations of the
survey committee, basically the points are the same, These as I call
them, are the macro objectives On the other hand the micro-objec-
tives are not laid down in the committee report or in the Act, They
are basically the targets coming in each year or every period of five
years. a

He further said :-

*“...the micro-level objectives which the BPE was thinking of is
the split up of the objective in physical terms »ear after year and not
on the broad terms, as has been laid down in the Act or as was origi-
nally contemplated by the Credit Survey Committee. In that context
only I said that micro objectives are laid down in physical terms in the
annual plans and the five years plans.”
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A

B. Corporate Plan

2.10 It has been stated that there is no single official document incor-
porating the targets and achivements of various activities of the Corportion.
Asked whether the Corporation was aware of the guidelines issued by BPE in
regard to preparation of Corporate Plans by public undertakings which iater-
alia required that Corporate Plans should be approved by the Board and
should be formally ratified by the Administrative Ministry. The M.D., CWC,
in reply stated :-

“I admit and confess that we were not aware of this Corporate
Plan. We are working on year to year plan and we dre going ahead
with them except that we have worked out construction activity on the
basis of Sixth Five Year plan.”

2.11 1In a note furnished after evidence, the Corporation stated :-

“CWC is nct aware that any guidelines were issued by the BPE.
in regard to drafting of Corporate Plan by public undertakings
However, these guidelines are nowv being ascertained with & view to
draw up the Corporate Plan of the Carporation.’”

2.12 Oan b&ing enquired whether the Corporation got any direction from
the Government/Ministry to prepare and have a Corporate Plan, the M.D.
CWC stated :- :

“We never received any direction. I may clarify, we have had
our schemes and plans for working out our direction but not under
Corporate Plan.”

2.13 In this context, the Secretary, Department of Food, in his
evidence stated :-

“I really do not unmderstand the point made by BPE. Plans are
of three kinds, viz. (a) the objective part; (b) inventory and annual
plans and (c) long-term perspective. I suggested that there should be
a survey conducted about potential ete. depending on which plans
should be drawn up.” ’

2.14 The Commttteec pointed out that the instructions regarding pre-
peration of Corporate Plans by public undertakings had been issued by the
Finance Ministry. If the Deptt. was not clear about them, they could have
got an explanation or told BPE that inspite of the instructions issued it could
not be done in regard to this particular undertaking. The Food Secretary,
in reply stated “I am afraid we have not done it. We can make a
reference.”
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2.15 Asked whether any action has been taken in this regard, the
witness stated :— )

““No. On their instruction about Corporate Plan, we have not
made a reference. Therefore, the question of our taking action on the
lines does not arise.”

2,16 The Food Secretary, however, said that they would .write to
the BPE for seeking elucidation about this Corporate Plan,

2.17 Asked whether the Ministry presumed that without fixing the
targets, it was possible for the Department so assess the performance of an
undertaking. The Food Sccy- stated :—

“‘No. We assess the performance with reference to their annual
plan. The annual plan has to be drawn up every year. The annual
plan says what should be and is the capacity and what is the likely
utilisation etc.”  ~

2.183 In a note furnished subsequently, the Ministry has inter-alia
stated that “‘although the Corporation does not have a seperate plan as such,
there are other documents duly approved by Government which set out the
physical and financial targets in respect of important items and with reference
to which corporation’s performance is monitored. In this background, the need
for preparing a separate corporate plan has not been felt.”

2'19 Although the Central Warehousing Corporation was set up as far
back as March, 1957, its specific objectives and obligation—economic, social and
financial, have not yet been spelt out in detail. The Committee have been informed
that the Corporation has so far been operating on the basis of the objectives
broadly laid down in the warehousing Corporations Act, 1962 and some physical
and financial objectives though formulated by the Corporation have not been
specifically approved by the Government. The managing Director, CWC was
frank enough to admit the failure in this respect. He, however, stated in the
evidence that ‘“‘we draw each year’s objectives, as also the five years objectives.”
Obviously, these objectives have not been produced in the form of a document
and got approved by the administrative Ministry. In terms of the guidelines issned
by BPE in 1970 and 1979, it is incumbent on all the public undertakings to make
a comprehensive and clear statement on their objectives and obligations. Further
these statements should be  formaulated by . the enterprises with the approval of
Government and that Ministry of Finance should be consulted before finalising
the financial aspects of such statements. The Committee would like that action
to formulate the micro objectives of the Corporation and getting them approved
by the Administrative Ministry is taken without further defay.
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220 The Committee note that not only the Corporation does not have a
Corporate Plan, they are not even aware of the guidelines issued by BPE in  this
regard. In terms of these guidelines each public undertaking is required to prepare
a Corporate Plan, which after approval by the respective Board of Directors is
required to be formally ratified by the Administrative Ministry. The Committee
desire that after finalisation of the micro objectives of the Corporation, its Cor-
porate Plan which is long over due should also be drawn up so that the per-
formance of the Corporation could be judged against the set plan and targets.
They also desire that objectives and  obligations should be clearly specified in the
Corporate Plan of the Corporation. The Committee would like to be apprised of
the action taken in this behalf.



3.1

CHAPTER I

ROLE AND ACRIBVEMENTS
A. Functions,

The functions of the Central Warehousing Corporation as given

in the Warehousing Corporation Act, 1962 are as follows :—

()

(b)

(c)

(9)

(e)

(f)
3.2

to acquire and build godowns and warehouses at such suitable
places in India as it thinks fit;

to run warehouses for the storage of agricultural produce, seeds,
fertilizers, agricultural implements and notified commodities
offered by individuals, co-operative societies and other inpstitu-
tions;

to arrange facilities for the transport of agricultural produce,
seeds, manures, fertilizers, agricultural implements and notified
commodities to and from warehouses;

to subscribe to the share capital of a State Warehousing Corpo-
ration;

to act as agent of the Government for the purpose of the
purchase, sale, storage and distribution of agricultural produce,
seeds, manures, fertilizers, agricultural implements and notified
commodities; and

to carry out such other functions as may be prescribed.

1n puisuance of the main objective of setting up of CWC, the

following physical and financial objectives have been furmulated by the Cor-

poration :

I. Physical Objectives

G)

To build and run warehouses at markets of all India importance
and to act as an agent of Government for purchase, sale, storage
and distribution of agricultural produce, seeds, manures, fertilizers
and other notified commodities.

8
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(i) To reduce waste and losses in storage in order to add to the
nation’s real income through promotion and development of

) warchousing facilities on sciertific lines.
(iii) To assist in 6rderly marketing by introducing:
(a) the use of standard grade specifiations; and

(b) the warchouse receipts.

(iv) To train personnel to run warchouses.

II. Financial Objectives

(i) To make efforts to achieve 6%, return on capital investment,
(i) To generate internal resources far repsyment of loans and
financing the extension programme.

(nii) To create a negotiable paper to provide an instrument for exten-
sion of credit through commercial banks, for the benefit of
depositors.

1iv). To adopt a pricing policy keeping in view commercial principles
as well as the need for inceptive to cooperatives, farmers etc.

-

" 3.3 The Committee wanted to know as to what extent the objectives

set for CWC had been achieved. The Managing Director, CWC stated as
foilowns :—

““We have achieved the objectives for which the Central Warehousing
Corporation has been formed. The expansion of institutional
credit is the area where the objectives have not been
fullv achieved. The difficulty has been tbat the farmers or
depositors have not been able to get the loan against
the wa}'ehouse receipts, when they deposit the receipts with the
Bank.’

3.4 On being pointed out that the main thrust underlying the objec-
tives of the Corporation was the storage and distribution of agricultural pro-
ducts, the witness stated -

“If 1 give you the break-up in nutshell, at March end 1983, 449,
of our capacity utilisation has been only by foodgrains, 419, by ferti-
lizers and the remaining 159, is by other notified commodities. Thus"**
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capacity utilisation for ‘foodgrains and fertilizers taken together,
is 859, So from that angle, we have been able to achieve the
objective.”

3.5 The Committec enquired whether, with the level of achievements
reached by the Corporation, could it be said that the primary objectives of
CWC had been realised and if not what reorientation CWC would like to
give to the aciivities of the Corporation so that it fulfilled the objective for
which it was set up. The Corporation has stated in a note as follows ‘—

“The Corporation has successfully achieved both the physical
and financial objectives assigned to it. The Corporation has provided
storage, handling, transport and distribution services to customers at
economical rates and while doing so, have minimised the losses, thus,
adding to the national wealth, Thus, in a large measure, the Corpora-
tion has discharged satisfactorily the functions assigned to it and
fulfilled the objectives for which it was created.”

It has been further stated :

“In 1974, the Government of India desired that a review of the
provisons of the Warehousing Corporations Act, 1962 may be carried
out in the context of the developments that had taken place since the
Corporation was established- This was thought necessary in view of
the complex nature of operations of the Corporation. The purpose was
to examine the concept and objectives of warechousing in public sector,
as envisaged at the ‘time Warehousing Corporations were established
and to find out whether the same need to be modified.

A working Group headed by the Deputy General Manager of the
Corporation was formed to look into the above questions to submit
its reconmendations. The recommendations made by the Working
Group not only relatc to the need for expansion of the role, scope and
functions of the Corporation but also its relationship with the State
Warehousing Corporations and other important and pertinent aspects
relating to the scheme of public warehousing in the country.”

3.6 The Committee was informed that a final view on the recommen-
dations of the Working Group had yet to be takzn by the Corporation
for carrying out such amcndments to the Act as are deemed appropriate.

3.7 In regard to the achievement of objectives set for CWC, the
Secretary, Department of Food stated in evidence as follows :—

“The CWC and the SWCs are playing a very important role in
the agricultural economy, because the private sector godowns have not
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come up that much and looking in broad terms not only what is actu-
ally produced but anything connected with agriculture, including
fertilisers, the CWC and the SWCs have been playing their useful role.
The Gadgil Committee itself has mentioned that the storage godowns
are very capital intensive and, therefore, the private sector people do
not take up construction of sciertific godowns; hence, the suggestion
was that Government should come into the picture to provide scientific
storage. This is not merely godown but also a warehouse which
means that the receipt from the warehouse can be used for obtaining
credit- So, this basic purpose has been served. But, as I said, with the
coming into operation of procuring agencies in the field .of foodgrains,
cotton, jute, etc. the time hascome for the warehouse to be utilised

. for other purposes also. The purpose for which it was originally started
has been served to a great extent and that is why there is some diver-
sification of the activities taking place in the CWC.”

B. Warehousing facilities in rural areas

3.8 The Warehousing Corporation » at the Centre and similar institu-
tions in the States were started with a  view to provide scientific storage to
the agriculturists and protect them from low prices that prevail at the time
of harvest with the help of loans available from the banks against receipts
issued by Warehousing Corporations. so that the farmers could tide over
their financial problems and sell their produce so stored in the warehouses
at a remunerative rate later on when favourable circumstance reappear.

3.9 A depositor-wise break-vp of the actual utilisation of Central
Warehouses and stocks held in the werehouses during the last five years was
as under :—

(Figures in million standard Bags)

SL Depositors Ason Ason Ason Ason As on

No. 31.3.79 31.3.80 31.3.81 31.3.82 31.3.83
1. Government 1.99 1.656 "2.616 3.782  2.166

(4°0)  (5%) (89%) (10%). (5%
2. Food Corporation 18.030 16.077 13.933 17.292 18.879

of India (6%)  (52%) (42%) (44%) (44%)
3. Other Public 5.060 7.421 9.357 10.856 13.019
Sector Org. (17%)  (24°1) (28%) (28°) (31°))
4. Producers 0.092 0.490 0286 0.792 0.230
5. Co-operative 1848 2.089 3211 2973 3.390
6. Merchants 3.275 3.105 3.649 3.434 4.927

Total 29.504 30.838 33.052 39.129 ~ 42611
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3.10 It is observed from the above that the Corporation is mainly
catering to the needs of bulk depositors viz. Government. Food Corporation
of India and Public  Organisations in as much as about 80, of the total
deposits are from these bulk cepositors and the balance of 20, of deposits
is shared by others, sueh as 3 by Cooperatives, 119, by merchants and
only 2%, by agricultural producers. ’

<
3.11 Explaining the reasons for very low percentage of utilisation of
Central Warehouses by the private farmers, the MD, CWC stated *

“Unfortunately, the private farmers have not been very mueh
attracted by our warehouses. The reasons broadly are that, first, we
operate at the all India level and the small farmers are generally village-
based and do not have so much surplus that they may be in a
position to come to the cities and keep their surplus. Whatever surplus
he has got, he would like to encash that surpius. The Government
agency like the Food Corporation of India  purchase that as soon as
it is harvested. The farmer is not in a position to have adequate sur-
plus to bring to a centre which is of an all-India importance”

3.12 In a note subsequently, the Corporation further explained the
reasons for low percentage of deposits from producers as follows :

“The three tier system envisaged under the Warehousing Corpo-
rations Act places CWC at the apex level i.e., centres of all-India
importance to take care of the products for terminal sale As such the
deposits from  producers will flow through cooperative warehouses
located at the rural level which unfortunately has not developed 1o
the expected extent.

The trend and pattern of foodgrains trade has undergone drastic
changes since the setting up of the Corporation. With the involvement
of Central and State Governments in the foodgrains trade and with
various price support and price control schemes of the Government
very little  surplus is left with the agriculturist for sale in the open
market,

The imposition of the various State Governments with regard
to the maximum holdings of essential commodities is a deterrent for
the marginal and large growers to bring in their surplus to the Ware-
houses.

The imposition of restrictions on  advances on foodgrains by
Reserve Bank of India from time to time was another reason.
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The cumbersome  procedure in obtaining loaas on agricultural
produce desposited is another reason.”

3.13 The CWC has taken the following st‘eps to attract agriculturists.
and to protect their interest keeping in view the objectives of the Corpora-
tion :

1. Rebate of 107 is allowed in storage charges to bonafide pro-

ducers and cooperative societies.

2. Disinfestation Extension Service Scheme has been introduced
with a view to bring the message of scientific werehousing to the
doorsteps of traders, farmers and other agencies engaged in"
storage.

3. Farmers Extension Service has been introduced to educate the
farmers about the techniques of preservation and to make them
conscious of the need for warehousing of their products.

3.14 Tt is also helping the farmers by making available the vital inputs
like fertilizers, seeds etc. at location near to their place.

3.15 The MD, CWC during evidence inter-alia stated that at the
village level, the utilisation of the warehouses had not been satisfactory. He
further stated that :

“If we go to the village level and start working out the capacity
of 500 or 1000 tonnes, the overall objective will be lost in the process.
Because today the nation needs much higher storage capacity for the
foodgrains and for other articles for various reasons, we are aware of
it.. If we start having small warehouses in, villages also and in small
panchayats, the number will no doubt increase but the capacity will
not be fully utilised...”

3.16 Referring to the role of CWC in helping farmers, the MD CWC
stated :

“We are meant to provide storage facilities not necessarily to
the farmers but to anyone who is in a positior. to come. Our part is
to provide  space — big storage capacities. It may be for Government
agencies, or for imports from abroad.” .

3.17 Aske& as to what concrete steps had been taken by CWC in
furtherance of its main objective of popularising warehousing practices and
makiog their advantages felt in the rural  areas and what effective means
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were adopted by the Corporation to publicise the services made available by
it to the farmers, the Corporation in a note stated as under :

“The contribution of CWC in reducing the post harvest losses
of foodgrains has beer quite considerable. The overall percentage of
loss in respect of foodgrains stored in the warehouses has been brought
down to around 1°;,. However. the deposits, as earlier explained,
have been mainly from Government and Government sponsored agencies

because of the shift in the pattern of trade in foodgrains, since the
setting up of the organisation and also because of the existing Govern-
ment policies in foodgrains trade.

The surplus left with the farmers is negligible to warrant ware-
housing which is one of the reasons for the low percentage of utili-
sation by farmers.

To encourage deposit from agriculturists, the Corporation is
extending a 10%, rebate on deposits from producers. Besides, through
its DES and FES Schemes, the Corporation extends its services to the
farmers premises and educates them in techniques of preservation and
make them aware of the advantages in warehousing of products.”

3.18 The total post harvest loss of foodgrains from the field to the
consumers end has been estimated to be as much as 9.33 per cent to 30 per
cent. However, the utilisation of warehouse spaee by farmers has been less
than 1 per cent. Asked whether there was need for motivating and enthusing
the farmers to make better use of the warchousing facilities offered by the
Ccrporation. The M.D., CWC s;ated as follows :

“There is no doubt that is need for motivating farmers for utili-
sation of better facilities, but as far as Central Warechousing Corpora-
tion is concerned, we have provided the farmer extension service and
are also giving 10, rebate to the farmers in the storage charges. We
also give preference to the farmers. The extension service employees
are going to the villages and telling them the advantages of public
warehousing and how they cun get the advance by depositing the
receipt of the warehouse in the banks. There are at present 54 ware-
houses where we are providing these facilities.”

3.19 The Committee pointed out that if the Corporation wanted to
motivate the farmers to make use of warehousing facilities so that they did
not undergo heavy losses, it could have utilised the services of Cooperative
organisations and all-India Kisan bodies instead of approaching the farmers
directly through their technical staff. The MD, CWC in reply stated “We
have noted. your advice. From now, we will get in touch with the farmers,
association also.”
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C. Three-tire system

3.20 It has been stated that the scheme of public warehousing in
India envisaged a three-tier system. Under this, the markets of all-India
importance are served by the Central Warehousing Corporation, secondary
markets of district level importance are served by the State Warehousing
Corporations and the storage needs at the village and taluk level are
looked after by the Coopsratives. On being enquired whether the Coopera-
tives at the village and taluk level were in a position to meet the scientific
storage and credit requirements of farmers and producers and if so, what
was the scope left for Central Warehousing Corporation and whether that
would not result in deviation from its main objective of providing ware=-
housing facilities to the farmers in rural areas. The M.D., CWC stated as
under :

“As far as the CWC’s role at the taluk and village level is
concerned, 1 am of the view that the CWC should not go to the village
level. Rather the State Warehousing Corporations should be expanded
and they should be further strengthened and small godowns should be
construtced by cooperative societies to provide the necessary infrastruc-
ture That is the only answer by which the farmers and producers
can be helped. by having multipurpose godowns.”

He further stated :

“In the very basis of the scheme under which CWC had been
formed, we were supposed to work at the all-India centres and at the
all-India centres, the depositors are normally the bulk depositors,
Government agencies or manufactures of various form of inputs and
not the small individual farmers.”

3.21 It has been stated that the warehousing needs of the farmers,
as per the three-tire scheme of public warehousing, are to be generally met
by the Co-operatives and to a lesser degree by the State Warehousing Cor-
porations.

3.22 During evidence of the Ministry, also the Committee asked
whether there was any scope left for CWC to play any role in rural areas on
its own. The Fcod Secretary stated : '

“In villages its role is not there ; the real role there is that of
cooperatives, Panchayats and market committees. At the taluk level
also, normally the SWCs functiont At the district level, markets are
big and important and the CWC has a role to play. When I say
that at the taluk level the SWC is there, there also the CWC plays a
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role because it has 50 per cent share in the State Warehousing Cor-
poration, But in the villages, the CWC does not come into the
picture.” ’

‘3.23 On being enquired about the Ministry's assessment of the func-
tioning of the three-tier system, the Food Secretary in evidence stated :

“Of course, there is scope for more coveragc and more improve-
ment. More and more godowns have to be constructed in the rural
areas- That is why they have got the rural godowns’ concept in the
Rural Development Department.” ’

3.24 Bxplaining the role of CWC in rural areas in making the three-
tier system more effective, the Ministry in a note furnished to the Committee
stated :

““The Central Warchousing Corporation has a very limited role
to play in rural areas. In the three-tier system that was envisaged,
the responsibility for meeting the warehousing needs of the producers
in the rural areas lies with cooperatives- This was visualised even at
the stage the Corporation was set up and made clear by Government
in the replies given in the course of the debate at the time the Ware-
housing Corporations Bill, 1962 was piloted.”

3. 25 The working of the Central Warehousing Corporation was revie-
wed by the Committee on Public Undertakings in 1968-69. The Committee
had at that time infer-alia, recommended that the storage functions in respect
of all the Government agencies/ public undertakings should be assigned to
CWC. While not accepting the recommendation, the Government had given
the following reasons :

(a) The Warehousing Corporations have been set-up with defined
set of functions. They are expected mainly to belp the producers
to store their foodgrains under scientific conditions and also to
provide easy means of credit to them... This purpose will defi-
nitely be defeated if the Warehousing Corporticns were 1o handle
the entire foodgrains trade in the public sector.

(b) The Warehousing Corporations are yet to achieve their main
purpose. Concerted work is required in the ctrection of popula-
rising warehousing practices and making their advantages felt in
the rural areas.

X X X X
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...Therefore, the policy adopted at present to utilised tbe space of the
Warehousing Corporations by the Food Department, FCI as also
the State Governments should continve on with the clear under-
standing that the quantum of utilisation of space should be gra-
dually reduced as tke Warebousing Corporations require more
space for use by tne legitimate bencficiaries under the Warehous-
ing Corporations Act.”

3.26 The Committee on Public Undertakings (1978-79) in their 24th
Report again recommended that with a viewto maximise the utilisation of
storage capacity available with various public undertakings, CWC should be
designated as a unified agency responsible for carrying out the specialised
function of management of godowns on a scientific basis. The Government
again stated in reply that it was difficult to agree with the recommendation
as it would not be practicable for CWC to undertake this work. One of
the main reasons given for not entrusting the management of storage space
requirements of Government agencies/public undertakings to CWC was that it
had yet to realise its primary objective of helping the farmers in rural
areas.

3.27 When the Committee pointed out that according to Government,
the CWC had been set up with the intention af making farmers utilise the
warehousing facilities, the MD said, “We will increase our efforts in this
diréctson. We have done it, but what we have done is not adequate.”

3.28 During examination of the Ministry, the Committee asked
whether in pursuance of the objectives enunciated by the Ministry in reply to
Committee’s recommendation contained in their earlier Reports, any guide-
lines were issued to the CWC for paying special attention to the needs of the
farmers. The Food Secretary stated, ‘“No, the recommendations were sent
to the CWC  Accepting the point regarding popularization of warehousing
among the farmers, the CWC have been giving concessions to the farmers.”

3.29 It is seen that the CWC has diversified its activities into other
areas, such as handling of imported fertilizers and cement, storage of sensitive
chemicals and drugs in air-conditioned godowns, running of godowns at
air complexes and bonded Warehouses etc. Asked whether this could be
attributed to any concious shift in the CWC’s primary objectives of provi-
ding the facility to farmers, the MD in reply stated :

*‘...our objsct was to provide at the ail-India level certain facili-
ties to the farmers and not at the village level. Keeping this all-India
character in view, it is obviously 'meant that we are basically meant
for a bigger activity rather than at the village level. This is provided
as per the basic structure of the three-tier scheme. It appears that the
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very concept aad the basic objsctive of the Corporation have not
been clearly understood- The Corporation is not meani to provide
facilities at the rural or village level; it is basically meaat for activities
at the all-India level’**We have not. gone beyond our basic objective.
But the objective has been broadened to cover other activities...”

3.30 In a note furnished subsequently, the Corporation stated :

“As already explained the role of CWC is only at the apex level
and the farmers as per the Act itself are expected to take advantage
of the rural godowns created by the cooperatives besides the present
change in pattern of trade in foodgrains and ths government policy is
not leaving any  surplus with the farmers for warehousing of their
stock. As could be seen there had not been any shift in CWC’s primary
objectives.”

3.31 Asked whether the Corporation should not concentrate its
attention on the original objectives that have been givén in the Act instead
of going in activities which are not given in the original Act, thc MD stated
inter alia :(—

“If we do not diversify our activities and if we continue to
provide the facilities to the farmers at the village level then neither
the objective will be achieved nor the economic viability of the Corpo-
ration be maintained.”

D, Farmers’ Extension Service Scheme

3.32 The Corporation introduced the Farmers’ ;Extension Service
Scheme ia 1978-79 with the following objectives :—

(a) to educate the farmers on the "advantage of scientific storage
and utilisation of public warehouses,

(b) Assisting the farmers in getting loans from the Banks against
the pledge of warehouse Receipts.

3.33 It has been stated that for implementing this schems. warehouses
located in predominently agricultural belts are identified in each region- The
technical staff attached to these warehouses visit the surrounding villages
and give demonstration of fumigation, prophylactic treatment to the stocks
and also educate/inform the farmers on the utility of public warehousing
system. They also assist the farmers in utilisation of warehousing facilities of
the Corporation and in obtaining bank -advances against the pledge of ware-
house receipts. Whereas the demonstrations are conducted free of charge,



19

Dis-infestation Extension Services taken up at farm level carry a rebate of
10Y%.

3.34 Besides the above scheme, the Corporation has also planned to
adopt 11 villages during the year (one in each region) for imparting extensive
training to the farming community in methods of preservation and scienti-
fic storage. Yearwise achievement for the last three years is stated to be as
under :—

Year No. of No. of No. of No of Quantity treated
farmers farmers farmers bags Bags Area in
contacted educaied utilised  deposited s ft.

the services

1980-81 6839 6815 259 11038 6154 1479

1981-82 16212 15831 409 2556 5775 100
1982-83 11690 11228 344 14163 3350 150
4

3.35 It is to be seen that the total number of farmers who utilised
the services was only 259 in 1980-81, 409 in 1981-82 aud then declined
to 344 in 1982-83. Asked about the reasons for conmtacting such a small
number of farmers, the M.D., CWC stated ‘“‘our warehouses are mostly at
the all India centres and their locations are far off from the villages, but
inspite of this, we have identified certain centres to start this service. We are
reaching them, but not to the extent desired.”

3.36 Asked whether it was a fact that the Corporation could not
contact a large number of persons because it had not been conscxous of its
obligation to do this. In reply, the M.D., CWC stated :—

“This should have been done by the Foodgrains Campaign Agency,
Rural Agency and Cooperative so cieties. It is for them to do this.
It is basically their functions and not the function of the Central
Warehousing Corporation.”

3.37 Explaining the reasons forthe CWC’s activities in rural areas
having considerably declined in 1982-83, the Corporation stated that the
decline in progress was due to the fact that there was acute shortage of train-
ed technical personnel in the concerned warehouses where Farmers Exten-
sion Service Scheme was being operated- Ho vever, additional technical
Staff had been recruited and given  special training on the Scheme and all
the 54 centres where the Scheme was operated were being manned by trained
technical staff. Besides, there was drought condition prevailing in most of
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the centres where the scheme was under operation. The CWC hoped that
their promotional activities in the rurai dfeas such as DESS & FESS will
considerably increase in the coming years.

3.38 Asked whether it was not a fact that the coverage under the
scheme was too insignificant to have any real impact on the problem the
M.D. stated :— )

“I admit that our coverage of the scheme has been insignificant
and the impact has been less. We need to provide more initiative and
wide coverage under this scheme.”

3.39 In this context, the Food Secretary in the evidence, inter alia
stated, ““...it will not be realistic to presume that the CWC will cover all
the people because by the very nature that means going to the villages. It
has to be done by the SWCs also.”

3.40 Asked about the reasons for such a poor response from farﬁ)ers
for wilising the services, the Food Secretary stated :

“It is not that  the farmers are not utilising the services. It is
the CWC coverage which has not been that much...the number of
farmers educated and the number of farmers utilising the service does
not necessarily mean.. the same. Storage by farmers need not be in
CWC godown only. It can be in other godowns also. But on our part
we do not know why the farmers had not responded fully. We find
that the figures is 409. Out of 15,830 in 1981-82. I have no knowledge
why only 409 came to utilise the services *’

3.41 On being erquired whether the CWC had made any survey
regarding the  actual result of this extension service which was started in
1978-79, the M.D. in reply stated :

“Sir, in a very humble way, I will admit that we started this scheme
only 4 years ago. Initially we started with 11 numbers then the number
went up to 30, then to 54 aad theo it became more intensive. As a
developmsental measure, w= have taken our own initiative to ensure
that we educate  the farmers and tell them how best they can keep
their produce and what are the post harvest techniques. So, this has
been a promoiional aciivity which is gradua!ly grewing...I admit that
we should make greater efforts to educate the farmers.”

3.42 Asked whether the CWC felt any handicap in approaching
farmers oa account of the fact that their warehouses wefe located in bigger
towns, away from the farming community, the M D. stated :
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“This is one of the constraints, but despite this, I don’t think we
cannot approach farmers. We would have been able to approach them
better if the godowas and warehouses were situated in rural areas.”

3 43 On being enquired whether there was any proposal to equip the
CWC with necessary resources to cnable them to create necessary infrastruc-
ture for catering to the  requirements of rural areas, the Food Secretary
stated ‘—

“I think the answer "‘is no, CWC is having its warehouses and
as already stated rural areas are being served by the cooperatives and
the State Warehousing  Corporations. No other special structure is
necessary for this purpose.” .

3.44 When the Committee pointed out that the M.D. CWC had stated
during evidence that ‘they would have been able to approach them (farmers)
better if the godowns and warshouses were situated in rural areas,’ the Food
Secretary in reply stated *

“In the very nature of things, CWC was meant to serve areas of
all-India importance, important marketing areas etc. I do not agree
with the assessment of the Managing Director.”

3.45 On the question of extention service work of CWC in the rural
areas, the Food Secretary stated :

“I am in entire agreement with you what you have said that
extension service work also has to be done. We have been telling the
CWC to please try to expand the extension service work. There is no
difference of opinion on that. The CWC will have to work on commer-
cial principles. But it has also an extension service role to play. There
is no doubt about it.”

3.46 On being enquired whether it was not desirable to adopt an
integrated scheme under which the farmers were cncouraged to use the
storage space in the godowns of CWC and then take benefit of the loss
prevention scheme. the Corporation has stated that :

“Under the Farmers Extension Service Scheme, the farmers are
advised/pursuaded to Rring their produce to the nearby Central
Warehouses and to availhe scientific  storage facilities to prevent
losses of their  produce. We are requesting the State Warehousing
Corporation also to work on similar lines. It is however difficult to
have an integrated scheme because of the distance between the farmers.
house and the nearest warehouse- As per the existing three-tier Ware-
housing System, the rural areas areto - be served by Co-operative-So
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cieties for warehousing purposes and under normal conditions, CWC
does not come into the picture. Central Warechousing Corporation has
only an advisory role to play by which : the rural warehouses can be
streamlined and groomed to perform their duties to the best advantage
of the farmers.”

E. Credit facilities for farmers

3.47 The Warehousing Corporations in the Public Sector were set up
under special legislation for achieving inter alia the objective of extension of
institutional credit to farmers through the medium of warehouse receipts.
The financial objectives of CWC lay down that the Corporation is required
“to create a megotiable paper to provide an instrument for extension of credit
through commercial banks, for the benefit of depositors.” It has been stated
the warehouse Receipts issued by Central and State Warehouses are accepted
by Banking institutions as collateral security and advances are made against
the same Reserve Bank of India has allowed relaxation in respect of margins,
limits and rate of interest on advances against warchouse receipts. However.
during evidence before the Committee, the M-D. CWC stated that “the -
extension of institutional credit is one area where the cobjectives have not
been fully achieved.” Explaining the reasons for the same, the witness
stated :— '

“The basic reason behind this is that the key loans and the
warchouse receipt loans have got common limits. It means, for the
same package, the key loans and warehouse receipt loans have been
provided. Most of the loans are utilised under the key loans by
various traders and merchants and the result is that the farmers with
warchouse receipts could not take .advantage of this. The other reason
is that when the warehouse receipt is produced in the bank by the
depositors, the  procedure is so difficult and cumbersome that he is
not in a position to come up to the required level of providing them
necessary information. For example, if a farmers goes to the warehouse
and takes the receipt, when he goes to the bank, heis asked to
produce his patta whether heis a  farmers, what are the details of

. his farm what is his produce and whether he is the real producer.
Ultimately, he is netin a  position to give all those details and he
fails in getting the loan. That is the reason why this objective has not
been fulfilled. In this regard I will bring to your kind notice that we
approached the Reserve Bank of India for widening the margin and
for reduction in  the rate of jinterest and the inter-changeability of
limits but after due consideration the Reserve Bank indicated that no
further relaxation can be made.”

3.48 The Committee wanted to  know the assessment of the Minis~
try in regard to the role played bythe CWC in achieving this objective.
The Secretary, Department of Food stated in evidence :—
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““The facility has been provided.Warehousing itself is recognised
as an instrument for  giving credit- Those who want can get it, The
position has, however, undergone radical change. The’ farmer by and
large no longer wants credit. He can get cash at a minimum remune-
rative or higher price. When that is so, though the facility is there,
he need not  necessarily go and take advantage of the credit facility.
The fulfilment of the objective has to be  viewed in the context of
the changed policy of price support operations.”

3.49 when the Committee referred to the evidence of M.D., CWC
wherein he had stated that they had failed to achieve the basic objective of
providing institutional credit to farmers, because the applicants could not
obtain credit from banks when they approached the banks with warehouse
receipts as they could not comply with the difficult and cumbersome proce-
dure adopted by the banks, the Food Secretary remarked :—

“I do not think it is quite correct. The banks have been giving
credit though the margin is high. we do not like a high percentage
of margin. But the banking side did not agree. They are giving 60%
as loan, 407 is the margin.”

3.50 As regards the cumbersome procedure in banks, the Food Secre-
tary stated, “I am sorry this has not been brought to my noticg.”

3.51 In a note furnished after evidence, the Ministry informed the
Committee 2

“The Central Warehousing Corporation had approached the
Ministry in 1978 and 1981 regarding concessions to be provided by
the banks for the advances being given against warehouse receipts.
‘The concessions suggested by Central Warehousing Corporation were
for reduction in the margin, reduction in the rate of interest, fixing
up separate ceiling limits for warehouse receipts and key loans and
exemption form the purview of the credit control to the warehouses
established on or after 1.1.1970 and those warehouses which had
increased their capacity by more than 1009, on or after this date
by way of fresh of additional construction. No mention was made
about procedural difficulties in 1978. In 1981, Central Warehousing
Corporation made a general suggestion for the simplification  of
procedure for the advances given against warchouse receipts without
spelling out any difficultics/cumbersomeness of the existing procedure
and without suggesting any specific simplification needed to improve
the situation. No remedial measure was, therefore, called for on this
aspect at the Ministry’s level.”
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The Ministry further stated : b

““As for the concessions sought by Central Warchousing Corpo-
ration in extending the credit to “the producers against: warchouse
receipt, the matter was taken up by the Ministry with the Mininstry of
Finance. That Ministry, however, did not agree and felt that the
advances against warehouse receipts  were already being  accorded
preferential treatment  over the advances: against stocks under the
scheme of selective credit control and the Reserve Bank of India was
of the view that any further relaxation at this stage, either in regard
to margin or interest rate or  other facilities would be against the
present credit restraint policy being followed by them. That Ministry
also mentioned that the Ministry of Rural  Development was already
implementing a scheme of construction of rural godowns. That scheme
provided for  preferential treatment to advances against godown
receipts. Against such rural godown receipts, as a special case, there
was a relaxation in the margin and the interest rate in respect of the
small advances  upto Rs. 5,000/-. These measures would provide
adequate incentive to the small producers for keeping their foodgrains
in proper storage conditions and to utilise the storage capacity being
created in the rural areas under the scheme of construction of rural
godowns.”

352 With regard to the role and scope of fumctions of the Central Ware-
housing Corporation, the Committee had been informed by the Corporation that
in pursuance of the directions given by the Government of India in 1974, a Work-
ing Group headed by the Deputy General Manager of the Corporation has been
formed to review the provisions of the Warehousing Corporation Act, 1962 in
the context of development which have taken place since the Corporation was
established. The Working Group has mede recommendations relating to need for
extension of role, scope and functions of the Corporation, its relationship with
the State Warehousing Corporations and other pertinent aspects, relating to
scheme of public warehousing in the country. The Committee have also been infor-
med that final view on the recommendations of the Working Group is yet to be
taken for carrying out such amendments to the Act as may be deemed appropri-
ate. The Committee urge the Government to finalise their proposals at an early
date and take necessary steps to initiate legislation in this regard.

3.53 The Central Warehousing Corporation and State Warehousing Corpo-
rations were set up under special legislation primarily with a view to provide sci-
entific storage facilities to the agriculturists for storing their agricultural produce,
seeds, manures, fertilizers, agricultural implements, etc., as also to help them in
getting better prices for their products. The Committee's examination of the
working of the Corporation during the last 22 years revealed that precious little
had been done to provide mecessary facilities to the agriculturists. The depositor-
wise utilisation of Central Warehouses in the past has revealed that about 80%
of the capacity has been utilised by bulk depositors like Government/Public Under-
takings -and the balance of 207/ of deposits was shared by merchants, coopera-
tives and producers. All along the utilisation of warehousing space by farmers/
producers has been very low. The main reasons for the very low percentage of
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deposits from farmers and producers are stated to be that under the three-tier
system the markets of all-India importance only are served by the CWC and the
storage needs at the village and taluk level are looked after by the Cooperatives.
The Managing Director, CWC admitted during evidence that *‘at the village level,
the utilisation of the warehouses has not been satisfactory”. He further stated “we
will increase our efforts in this direction. We have done it, but what we have
done is not adequate.” The Committee are not impressed by the plea of the Cor-
poration/Department that ‘‘our object was to provide at the all-India level certain
facilities to the farmers and not at the village level""We are basically meant for
a higher activity rather than at the village level'""The Corporation is not meant
to provide facilities at the rural or village level.”

3.54 One of the functions for which the CWC was set up was to popularise
warehousing practices and making their advantage felt in the rural areas. From
the data furnished, the Committee find that the facilities provided by the CWC
appear to have been availed of mainly by the Government/Public Undertakings
and merchants. It is the farmers/producers who need greater warehousing faci-
lities, particularly during post-harvest period to protect them against distress
sales of their produce. Although the Committee learn with satisfaction that to
encourage deposits from agriculturists, 10, rebate is being extended on deposits
from producers, they are still of the view that more intensive efforts are needed
to attract deposits from producers and cooperatives for whose benefits these
facilities were originally contemplated.

3.55 The total post-harvest loss of foodgrains from the field to the consumer’s
end has been estimated to be as much as 9.30 per cent to 30 per cent. However,
the utilisation of warehousing space by farmers has been less than 1 per cent.
The Committee suggest that the farmers should be motivated to make maximum
use of warehousing facilities. The Corporation should utilise the services of
Cooperative Organisation, and other Rural Development Agencies instead of
approaching the farmers divectly through their technical staff.

3.56 The Corporation introduced Farmers Extension Service Scheme in 1978-79
with the objectives (i) to educate the farmers on the advantages of scientific
storage and  utilisation of public warehouses and (ii) assisting the farmers in
getting loans from the banks against the pledge of warehouse receipts. The
Committee find that the number of farmers all over India who utilised the services
under this scheme was only 259 in 1980-81, 409 in 1981-82 and 344 in 1982-83.
The reasons for contacting such a small number of farmers are stated to be that
the CWC warehouses are mostly at the All India centres and their locations are
far off from the villages. While the M.D. CWC admitted during evidence that
“‘our coverage of the scheme has been insignificant and the impact has been less”,
the Food Secretary stated, “It is not that the farmers are pot utilising the service.
It is the CWC coverage which has not been that much.” He further stated, “On
our part I don’t know why the farmers had not responded fully. We find that the
figure is 409 out of 15,830 in 1981-82. I have no knowiedge why only 409 came
to utilise the service”.

The Committee desire that extension | service work should be expanded on
a larger scale and greater efforts be made to approach the farmers and educate
them on the advantages of scientific storage and utilisation of public warehouses,
with the assistance of cooperatives and the State Warehousing Corporations.

3.57 The Warehousing Corporations in the Public Sector were set up under
special legislation for achieving inter alia the objective of extension of insti:
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tutional credit to farmers through the medium of warehouse receipts. The finan-
cial objectives of CWC lay down that the Corporation is required to create a
negotiable paper to provide an instrument for extension of credii through commer-
cial banks for the benefit of depositors. During evidence, the MD, CWC admit-
ted that “extension of institutional credit is ome area where the ohjectives have
not been fully achieved”. I:ificult and cumberSome procedure adopted by the
banks arc stated to be the reasons. for which the farmers are not in a position to
approach the banks. In this context the Secretary, Deptt. of Food, denying this
charge siated, “I do not think it is quite correct. The banks hive been giving
credit though the margin is high”. As regards cumbersome procedure for advances
against warebouse receipts, he stated, ‘l am sorry this has not been brought to
my notice’.

The Committee would like the Department/CWC to resolve the coatroversy
regarding the difficult and cumbersome procedure adopted. by the danks for
advances against warehouse receipts. If the pro-edure is difficult and cumbersome
as stated by the M. D., CWC, the matter should be taken up at the highest level
with the concerned authorities with a view to finding ways and meaas to simplify
the procedure so that farmers and producers derive the maximum benc:it out of
the scheme of institutional credit through warehouse receipts.



. CHAPTER 1V
SETTING UP OF WAREHOUSES
A. Demand vis=a-vis capacity

4.1 The Committee on Public Undertakings (1967-68) in their 9th
Report had inter-alia suggested that C.W.C. should make an intensive
survey in consultation with the Agricultural Marketing Societies, Central/
State Government authorities etc. with a view to locating new centres and
extending warehousing facilities where necessary. In the performance
appraisal mectings held in the past at the level of Food Secretary’/Minister,
the Corporation was also asked to ensure that there was better
coverage of uncovered areas from thc point of view of availability
of warehousirg facilities. For this purpose, the Corporation was asked td
utilise profits earned in good areas for building godowns in areas of less
profitability so that services of warehousing were extended.

4.2 The Committee enquired whether any survey had been conducted for
determining the total requirement of storage space in particular areas-regions
and the country as a whole, the Managing Director stated in evidence :-

“There is no individual document as such containing the survey
of the entire storage requirements in the country. But it is a regular
process that the Corporation undertakes from time to tine survey and
find out the increasing potcntialities of various centres and bases where
the storage facilities are neceded. On that basis, we decide each year
how much additional capacity is required and how much is required
to be added at different plac's. This is a regular process. It is not
that one time we take a survey throughout the country...”

4.3 The witness admitied by saying. ““We have not conducted the all
India survey™'.

4.4 Enquired whether a survey of market potential in various regions
was not needed to be taken up on scientific lines, the Corporation in a note
stated :-

““Yes. It is admitted that survey of market potential in various
regions is required to be taken up on scientific lines....As soon as R&D
Ceil is completely equipped, a survey of market potential in
various regions will be taken up on more scientific lines ”

27
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4.5 During examination of the Ministry, the Commiltee asked whether
such a survey for opening new Warehouses in various areas was not
called for and what were the reasons and difficulties in not undertaking a
survey as yet. The Food Secretary, stated :-

“eene ....I have been telling them from time to time in a number
of Conferences of the State Warehousing Corporations and the Central
Warehousing Corporation and M. Ds have been told that they should
undertake a survey of the potential state-wise or even area-wise in a
State. If they want they can do on their own. It is better to
do that jointly by the SWCs and the CWC on the perspective of
what is going to happen in the next ten years. Depending on that
they can draw up their plans fo: the future. This sort of survey is
necessary ard we have been telling the Central Warehousing Corpo-
ration that thay should take the initiative in this respect.”

He added :-

‘Y do not know what difficulties they have got, but we have
asked them to take up surveys and then plan for it. The ad-hoc
survey they are doing should be supplemented by a systematic
survey.””

4 6 Asked whether any directive was given by Government for
survey, the witness said, “I don ‘t think it was in writing. This is said in
the review meetings. This is done in annual Conference’’

4.7 Bnquired as to when did the Department ask them to go ahead
with surveys, the witness stated :-

“During our discussions in the annual Conferences with the
SWCs, I mentioned it to them about onc-and-half years back  Again
we have mentioned it this year and in the review of the working of
the CWC also we were talking about that.”

48 Asked about the follow-up action taken by Government to
persuade the Corporation to go ahead with the surveys, the witness stated :-

“‘They have to get in touch with the state Warehousing Corpo-
rations. they have not done it. So I have again asked them when
I met them in a Conference recently held in Delhi.”

4.9 Asked whether any attempt had been made to collect information
relating 10 storage capacity available with different agencies in the country
and the extent of requirement of additional warchousing capacity, the
Managing Director. stated :-
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We have collected this information by making a survey. The
initial survey was doae in 1975-76. On the basis of this information
collected we have again conducted the survey in 1981-82 and we have
collected the information from various sources. According to the
information received, the storage capacity in the country upto
31.3.1982 available with Government agencies, FCI, CWC. State
Warehousing Corporations, Coop=ratives aad other public sector
undertakings and private parties is 42 million toanes.”

4.10 As regards the additional capacity of storage needed, he said,
“Our gap is about 10 million tonnes looking into the scientific storage
. (3]
capacity’. He added :

“I can say that 30 million tonnes of storage capacity whieh is
available with the Government, the public sector undertakings, the
State Wareheusing Corporations and Central Warehousing Corporation
is the capacity which can really be thought of. This is the capacity
which can be utilised. The private parties are generally using their
storage for their own purposes.”

4.11 Enquired about the steps taken by the Corporation to cover
those rural areas which had hitherto not been covered by other* agencies’ the
Corporation stated :

““The rural areas ......may have to be covered mainly by the
Co-operatives. However, in the construction of rural gril of godowns
some of the State Warehousing Corporations are actively involved
and Central Warehousing Corporation is giving all support
including  technical advice for construction and running of
such rural godowns.”

B.  Storage Capacity—owned and hired.

4.12 The Central Warehousing Corporation started its operations in
1957 with a capacity of 7,000 MT in hired accommodation at 7 centres. It
‘was now reportedly  operating at 362 centres with a total capacity of 44.82
lakh tonnes as on 31.3.1983. The growth of the number of warehouses and
the capacity over the last 5 years was as follows :—
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.(Lakh M.T.)
Date No. of Constrac- Capacity Plinth Total
Warehouses  ted. Hired .
31.3.1979 245 17.82 9.80 238 30.00
31.3.1980 292 19.56 12.45 238 34.39
31.3.1981 319 21.73 13.76 1.26 36.35
31.3.1982 342 24.06 15.61 0.87 40.45
31.3.1983 362 27.45 16.49 0.88 44.82

4.13 [t is seen from the above that out of the total storage capacity
of 44.82 M. T. as on 31.3.1983, more than 35%of the capacity is in rented
godowns. The Committee desired to know whether the Corporation gave
loans to private rarties for constructing warchouses. The M.D., CWC stated
in reply ¢

"Wc do not provide any loans. We have no funds for provxdmg
the loans.”

He added i—

“If we need space and if godown is nct available, then we have
a dialogue with the party. We will ask him whether he can provide
us space for godown according to our requirement. If it is agreed, we
go into lease with that party for keeping that godown for three years
on a particular rent.’

4.14 Asked whether the Corporation gave any commitment to the pri-
vate parties that if they ‘constructed warehouses within a specified period, the
Corporation would hire the cagpacity and hire it at a specific rate of rent,
the witness replied: “Such cases are very few.” He added

“The capacity that we have hired by this process is ,roughly
about 40,000 Metric Tonnes and that too mostly in Pun]ab -The
remaining capacity of 16 lakh metric tonnes, I would divide in four
or five parts. Some godowns have been taken from State Governments
on hire...Some godowns we have taken from Cooperative Societies.
Some Cooperative Societies have their  own godowns which they are
not making full use of and tbey give to us. Then there are some
godovw ns at ports which we have taken from Port Trust authorities...”
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4.15 On being enquired as to how the reasonableness of the rent
payable on hired accommodation was assessed, the Corporation has started :

““The reasonableness of the rent is assessed on the basis of ruling
market rents as also approximate provision made in the Corporation’s
storage charge structure: The Warehouse Manager while submitting
the godown hiring proposals "is also required to indicate the rent
which the owner was previously getting. It givesthe Corporation
sufficient idea of the  reasonableness of the rent being demanded by
the party.

Where the Corporation finds that the rent being demanded is high
and it cannot be recovered through the existing storage charge tariff,
it offers its management services to the  depositors who may hire the
godowns themselves (sometime in consultation with the CWC) and hand
over the same to CWC for managsment. In such cases. the depositor
is required to pay actual rent either through the Corporation or
directly to the owner plus management charges at the agreed rate.”

4.16. Asked whether the economics of having own warehouses vis~
a—vis hiring the warchouses had been worked out, the Managing Director
stated 1—

“We feel that the hired godowns are more remunerative as
compared to our.own constructed godowns. Our owa godowns cost
us 64 paise per sq. ft. whercas the hired ones are available at 50
paise per sq. ft.”

4.17 Pointing out that since the private godowns could not be depen-
ded®upon for a long time and the maintenance cost was higher, the Com-
mittee asked whether the Corporation was censidering the proposal of giving
up the practice of hiring warehouses and constructing their own. The witness
stated :—

Where satisfactory capacity is not available or suitable godowns
are not available and there is adequate demand, we construct our own
godowns. Wherever suitable godowns arc available we hire the godowns.
So we have got the mixture of both though comstructed capacity is
increasing now.”’

C. Capacity Utilisation

4 18 It has been stated that in  the warehousing industry, average
utilisation of 75%, of the capacity is considered to e very good because of
numerous factors such as simultaneous operations of receipt and delivery,
partly built stacks, baby stacks etc. Higher utilisation can generally be achieved
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only when the godowns are used for buffer storage and the warchouses are not
used as distribution centres.

4.19 It has also been stated that the Corporation has been flxing
the targets of utilisation of about 90%, of the average operated capacity on the
basis of guaranteed utilisation, production, programme of imports etc. These
targets are revised on the basis of the current trends. The utilisation the
storege capacity at the end of each year during the last five years was as
follows t—

Average ‘*Utilisation

S. No. Period Budget Yage Revised %page Actuals 9gage
Estimate Estimate

1 1978-79 2610 90 27.075 95 28207 98

2 1979-80 26.55 90 30875 95 31.119 95

3. 1980-81 28.90 85 30.972 g7 31.214 87

4 1981-82 3230 85 34,695 90 36.246 93

5 1982-83 36.125 85 41.088 96 41.065 95

4.20 Explaining the reasons for a slight downfall in the utilisationof
warchouses in 1980-81, the Corporation has stated that there was a shortfall
in production and reduction of imports in the earlier year. However, the
Ceorporation was able to exceed 1ts target of 85% utilisation when it achi-
eved an average utilisation of 879 during this year.

4.21 The biggest client of the Central Warehousing  Corporation is
the Food Corporation of India  which is utilising a little over 40 per cent
of the total storage  capacity available with the Corporation for storage of
foodgrains and fertilizers. The other principal users are the State Trading
Corporation of India, Minerals and Metals Trading Corporation, Cotton
Corporation of India, Jute Corporation of India, State Civil Supplies Corpo-
ration, State Food & Civil Supplies Departments, Cooperative Marketing
Federations, Indian Dairy Corporation and fertilizers manufacturing com-
panies both in private and public sector- In addition, a cross section of depo-
sitors from trade and industry utilise the warehousing facilities provided by
the Corporation at its 362 centres. The commodity-wise utilisation of the
storage capacity as on 31.3.1983 was as under :—

(i) Food 44%
(ii) Fertilizers 41%,
(iii) Other commodities 159,
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4.22 On being enquired  whether there was any imbalance in the
availability and utilisation of storage space at some places and in some regions,
the MD, CWC stated :—

“In 1980-81 there were 52 warehouses which were below 60%;
utilisation; in 1981-82 the number was 6 and in 1982-83 it fell down
to 27..... Our nature of business is such which is of fluctuating type.
During the season our demand is heavy. Gradually the demacd reduces.
Because of the fluctuation in the business, there is likely to under-
utilisation at some places or the other.”

4.23. Asked whether ther was any Central Monitoring System
for watching the utilisation of storage space throughout the country the witness
stated : —

“‘So far as the monitoring system is concerned we are getting: regular
fortnightly reports from our regional offices indicating as to what has
been the utilisation in each warchouse and on the basis of those reports,
we go on monitoring If we find nat instead of 989 or 979, the utili-
sation has comedown considerably. We ask the Regional Manager to
find-out the reasons for that and if necessary we ask him to find out
some other parties. In cases where we find that the warehouse Manager
is not capable to secure sufficient business take steps to change the
Warehouse Manager from that particular centre. Normally in ware-
housing more then 709, or 75%, occupancy is considered very good
and weare having 95%,.

D. Closure of Warehouses

4.24 It is seen that juring 1981-82 and 1982-83, the Corporation had
closed twenty-two warehouses, 14in 1981-82 and 8 in 1982-83. The Manag-
ing Director stated during evidence that if they found that some of the
warehouses were unec:-nomical, those were closed down. He added that they
hired warehouses for a specific period and for a particular purpose. When
the delivery was over and stocks liquidated, they surrendered those  ware-
houses. Out of the eight warehouses closed in 1982-83, there were four centres
which were returned to the State Warehousing Corporation after the purpose
was over, because the SWC wanted it back. In  respect of a warehouse at
Baraut in U.P the capacity utilisation was very low as adequate farmers
were not coming to the  warehouse, therefore, after keeping it for about 2
years, this was surrendered. These were all hired ones.

4 25. Asked whether the closure of the Warehouses implied that the
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initial survey was defective, the witness stated as under :

““In any business we expect some traffic of goods. We take some
decisions and in that process we make some potential expectations
that it will come through like that. because of change of mandi, or
bad produce in a year or two, and other factors which could not be
controlled, there  are sometimes possibilities where we see that the
projections we gave were not coming through.”

4.26 The witness stated that no loss had accrued to the Corporation
on account of closure of warchouses.

He added ‘—

“We are working on service-cum-business principle. If we find
that this will not be economical, we de-hire the godown.”

E. Construction Programme

4.27 According to the  Corporation, the foodgrain production in the
country has beean increasing steadily. However, the construction of godowns
of appropriate specifications for storage of agricultural produee in the country
has not kept pace with the increased production. As a result, the gap between
the requirements and the available storage capacity has been widening. In order
to bridge the gap, the  Corporation was required to construct an additional
capacity of 2 million tonnes during the Sixth Five year Plan (1980-85) Out
of this a capacity of 16.25 lakh  tonnes was to be put up under General
Warchousing Programme aad a capacity of 3.75 lakh tonnes was to be cons-
tructed uader the World Bank assisted project for and on behalf of FC. An
outlay of Rs. 58 crores was approved for Central Warehousing Corporation,
comprising Rs. 30 crores from buadgetary resources, Rs. 10 crores from
internal rcsources and Rs. !8 crores from institutional resources. Funds for
construction of storage capacity under  the World Bank assisted project are
provided to Central Warzhousing Corporation by the Food Corporation of
India, since Food Corporation of India is the beneficiary under the agree-
ment signed with the  World Bank and requisite funds for construction pro-
gramme nnder this projects are provided by Government to Food Corpora-
tion of India.

4.28 The mid-term appraical of the Sixth Five Year Plan was carried
out some time in 1982. The revised requirement of funds for completion of
a capacity of 16.25 lakh tonnes by Central Warehousing Corporation under
general warehousing Programme was worked out at Rs. 71 crores, of which
Rs. 30 crores was to  be provided through budgetary support, Rs. 21 42
crores from institutional resources and Rs. 19.58 crores from internal
resources. '
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4.29 Subsequently, with the revision of the World Bank assis‘ted
project, the Central Warehousiag Corporation was eatrusted “with construc-
tion of a capacity of 5.50 lakh tonnes under this project. The capacity to be
constructed by Central Warehousing Corporation under the general programme
was reduced to 14.50 lakh tonnes. The requirement of funds for the general -
warehousing programme of Central Warehousing Corporation was worked
out at Rs. 69.46 crores, Comprising Rs. 30.00 crores from budgetary
support, Rs. 22.44 crores from institutional resources and Rs. 17.02 crores
from internal resources.

4.30 It will be seen from the above that according to the approved
Sixth Plan the CWC had to construct an  additional capacity of 2 million
tonnes (14.50 lakh  tonnes under the general warehousing programme and
5.50 lakh tonnes under World  Bank assisted project). However the achieve-
ments/during the  first three years of the Sixth  Five Year Plan were as
under :—

(Capacity in lakh tonnes)
Year Capacity completed
under general Targets
warehousing programme

1980-81 2.03 2.00
1981-82 1.73 2.50
1982-83 2.12 2.00

5.88 6.50

4.31 Against the target of 14.50  lakh tonnes of storage capacity to
be created during the Sixth Five Year Plan (1980-85) under general ware-
housing programme, the capacity actually constructed was only 5.88 lakh
tonnes in the first 3 years.

4.32 Asked whether the progress of construction programme had been
according to schedule, the M.D.. CWC stated that under General Ware-
housing Programme, out of a capacity of 14.50 lakh metric tonnes, which was
supposed to be constructed by the CWCin the Sixth Five Year Plan, the

" Corporation had been able to achieve 5.88 lakh metric tonaes capacity in
the first three years. The witness admitted that the progress of the work
had been rather slightly  slow as per schedule. In respect of the capacity of
5.50 lakh metric tonnes to be constructed under the World Bank assisted
programme, 3.12 lakh metric tonnes had already been completed by CWC
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during the first  thres years  and the balance was likely to be completed in
the next two years.

4.33 Asked about the reasons for the slow progress of the comstruc-
tion work and whether tne Corrporatioa would be able to achieve the target
set for the construction of capacity during the Sixth Plan, the witaess stated
as under :

““The reason is that whea this capacity had come to us, it was
decided that 50, of the  capacity would be us:d by FC[. We asked
them to give us centres at places waere they need them. They have not
been able to indicate the centres. We are having a dialogue with the
FCl anad Department of Food also. We hop: that withia onz moath,
they will be able to indicate the centre where our land is available,
The land is already available with us for 10 lakh tonnes capacity. Out
of that we can have a total capacity of 8 lakh tonnes. In addition to
this, we have our own additional requirement to the tune of 5 lakh
tonnes. In this period of } year, we will have additional 5 lakh tonnes
capacity for our use and another three lakh  toaae for FCI. Oat of
the target of 14.5 lakh tonaes, our |l lakh tonnes capacity is cleared -
becauss we have already  located our centres, For the remaining 3.5
lakh tonnes. we expect that we will be able to get centres from FCI
bscauss they are also in dire need of  storaze space. But otherwise. if
at all there is a shortfall, it would be of only 2 lakh tonnes to capa-
city of FCL.”

4.34 The Corporation in a note submitted to the Committee after
evidence stated inter alia as under :—

“The main reason for the shortfall in the completion of the
storage capacity was more than a year's delay in the approval of the
terms and conditions for the  operation of the large sized depots by
FCI which were cleared by C.S C. as early as in July 1981.

In absence of allotment of ceatres by FCI in respezt of the centres
whsre CWC has got surplus land for about 13 lakh MT capacity. CWC
has revised the total targets of the VI Plan to 11.50 lakh tonnes under
Central  Warshousing Programmes and 5.5 lakh MT uader World
Bank Project. Thus CWC will be able to achieve only 17.00 lakh MT
against the original  targets of 20.00 lakhs MT for the VI Five Year
Plan.

During the last meeting of the Senior Officers, the Food Secretary
had expressed a desire that  wherever vacant land is available with
CWC, immediate action will be taken for putting uo additional storage
capacity at such centres. A centre wise list where CWC has got surplus
land of which 13.00 lakh MT capacity warchouses can be put up,
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has already been seat to the Dzpartment of Food and the Managing
Dircetor, FCI for indication the  capacity and the centres. for putting
up additional capacity. No final decision has been taken so far by
FCI in this regard and due to this reason CWC has revised the targets
for 1983-84 from  3.25 lakh MT to 2.5 lakh MT under Central
Warehousing Programme.”

4.35 It has bzen stated that the Corporation has not been able to
keep pace  with the planned construction programme due to the following
constraints :

“(a) Inordinately long time involved in acquisition of sites ;

(b) Non-availability/difficulty  in procurement of construction
materials such as cement, steel and asbestos sheets ;

(c) BEscalation in  construction cost which have rendered some
projects in the pipeline as financially not viable ;

(d) Resistance of the clients (depositors) to fixatioa of an
economic rate of storage charge based on the current level
of construction costs and

(e) Multiplicity of agencies taking up construction at the same
centre thus making the programme of construction compe-~
titive rather than supportive.”

4.36 Asked about the estimated cost of construction and how did it
compare with the actual cost incurred, the Corporation in a note stated as
under :

“Although the initial target for construction of capacity under
the general warchousing programme during the 6th Plan was reduced
from 16.25 lakh tonnes to 14.50 lakh tonnes, the requirement of fund
for this purpose  was increased from Rs. 58 crores to Rs. 69.46
crores.

The Central Warehousing Corporation was originally to construct
16.25 lakh MT storage capacity at a cost of Rs. 58 crores under the
General Warehousing Programme during the 6th- Five Year Plan. The
average cost of construction was estimated at Rs. 355 MT approxi-
mately which include cost of land of Rs. 25/-per MT aad  construc-
tion of godown at Rs. 330/-per MT.

Since finalisation of  the estimates for 6th Five Year Plan some
time in 1980, the cost of land has gone up and it is now estimated at
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‘Rs. 50 per MT.  approximately. The ccst of construction has also
gone up because of the escalation in the price of construction material
as well as the labour cost. The cost of construction at  present is
coming to more than Rs. 3.50 per MT, Ahen the cost of ancillary
structure and icternal roads etc, is added, the total cost exceeds Rs.
450/per MT.”

4.37 The Committee pointed out that although the initial target for
construdtion of capacity under the general warehousing programme during”
the 6th Plan was reduced from 16.25 lakh tonnes, te 14.50 lakh tonnes,
the requirement of funds for this purpose was increased from Rs. 58
crores to Rs. 69.46 crores Asked about the reasons for increase in the
fund requirements even when envisaged construction capacity bhad been
substantially reduced, the Corporatioun explained as under.

““The Corporation in the first two years of the 6th Five year
Plan could complete a total capacity of 3.76 lakh MT only because
of certain unavoidable reasons. The main reason for poor performance
was non-clearance. by the FCT the capacity to be completed by the
CWC. Accordingly, the Corporation was compelled to revised its
target from 16.25 lakh MT to 14 50 lakh MT under the general ware-
housing programmes. In view of the escalation in the cost of land as
well as the cost of construction, the total outlay was also revised to
Rs. 69.46 crores. The Corporation is again reviewing the position
after completion of ‘the 3rd year of the 6th Five Year Plan. The
Corporation will be finalising its construction programme for 1983-84
and 1984-85 keeping in view the constraints observed in the first
three years of the 6th Five Year Plan.”

4.38 The Committee drew attention to the statement made by CWC
to the effect that several agencies take up construction work at some centres
thus making the programme of construction competitive rather than mutually
supportive and enquired whether in the field of providing storage capactiy,
there was a multiplicity of agencies. The M. D., CWC stated in evidence : —

“There is some multiplicity. But the objective of multiplicity s
also different. The cooperative societies like MARKFED and NAFED
have their own infrastucture and their own activities. They have even
agriculture inputs to provide to the farmers whereas our objective is
different. But there could be a  situation where NCDC and other
cooperatives may have their own warehcuses but it does not come
into conflict because generally cooperative societies do not have these
facilities  throughout at All India level. Only in capital cities and
metropolitan cities, there is some multiplicity. Otherwise. there is a
clear cut understanding between the State Warehousing Corporation
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and the Central Warehousing Corporation. In the State level coordi-
nation committee, the locatioas are decided—which centre should go
to whom. Generally, there is no multiplicity excsptin the metropo-
litan cities where the demand is heavy.”

4.39 Asked about the reasons for CWC taking up the coastruction
of warehouses at places where other agencies were prepared to offer storage
space at competitive rates, the M.D. stated as under :—

“Before we go in  for our own construction of warehouses at
different places, we work out whether any storage space or any capa-
city which can be hired is available. First, we go for the hired capa-
city and if hired capacity is available, then, we do not go for constra-
ction uatii and unless we find that the capacity is not adequate or is
not up to the required specifications.”’

The witness further stated :—

“If State Warchousing Corporations exist, we do not approach
the Centre. We do not compete with each other at a Centre. But
where FCI is  constructing warchouses or they have got their own
godowns, they are using these for storing  their foodgrains. If other
fertilizer manufacturing agencies are constructing warehouses, they
are using for storage of their own produced fertilizers. Hence there is
no competition.”

4,40 Elaborating this further, the Corporation in a written reply .
stated :

“Public warehousing is the function of the Central and State
Warehousing Corporations. The Food Corporation of India, State Civil
Supplies Corporation, the Marketing Federations etc. cannot indulgs
in warehousing activity. and the capacity which they are constructing
is meant for their captive use.

\

The monetary resources available for augmenting storage capa-
city in the country are limited and if there is duplication by various
agencies in construction of storage capacity the scarce national re-
sources will not be put to.optimum use.”

It has been stated :

“The Central Warehousing Corporation provides warehousing
facilities at a very reasonable and  economic rate. The Warehousing
infrastructure created by the Corporation has an in-built flexibility in

. as much as this can be- made use of by various agencies for a variety
of goods and for varying durations depending  on their need. Hence
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in totality the services rerdered by the Central Warchousing "Corpora-
tion can be availed of economically instead of creaiing captive storage
by all the agencies.”

In another note, CWC has stated :

“The Central Warehousing Corporation has the engineering
capability to construct the additional capacity as well as resources
required therefor. In order to avoid duplication and overlapping a
Central Storage  Committee has been set up in the Department of
Food to coordinate tte programme of construction of the Central
Warehousing Corporation and Food Corporation of India. Similarly,
State Level Coordination Committees have also been constituted in
various States in which Central Warehousing Corporation, State
Warehousing Corporation, Food Corporation of India and Co-opera-
tive agencies are represented.”

4.41 The Corporation has also stated that while every effort is made
to avoid duplication, yet at times some of the agencies prefer to have their
own storage at the centres where the Central Warehousing Corporation is
already operating. This takes away a part of the market potential for ware-
bousing thus affecting the programme of Construction envisaged for the
Central Warehousing Corporation in the Sixth Five Year Plan.

4.42 In this context, the Secretary, Department of Food stated ;

“I do pot think there is a large scale problem, By and large, the
difference of opinion that may arise are sorted out. Generally the
difference of opinion exists in a small way but that is sorted out.”

4.43 When pointed out that this was the complaint of the CWC, the
Food Secretary stated :

“If they have said so, l am  afraid, they have magnified it too-
much. We have got nothing to conclude that there is a large scale
difference of opinion.”

4°44 In regard to coordination with other agencxes in the matter of
construction of warehouses, the M.D, stated :—

“In principle we aiways coordinate with other agencies where they
are operating that if any additional capacity is required at that centre,
they will add and the additional capacity and we will not go. So,
normally duplication does not happen. But for historical reasons there
are, however, a few centres where they and we operate. For example,
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in big metropolitan cities like Calcutta, both the State Warehousing
Corporation and the CWC operate and even then we are notin a
position to provide adequate storage space.
“
4°'45 Asked whether it was a fact that the Central Storage
Committee as also the State Level Coordination Committces were not effective
enough, the Corporation in a written reply has stated :—

,'The Central Sturage Committee and the State Level Coordi-
nation Committees are functioning effectively. The work of the CSC
is to co-ordinate activities of various Storage Agencies engaged in the
construction of godowns at the central level. Similarly the SLCC
coordinates the activities of the Storage Agencies at the State level. In
order to avoid duplication of effort at the same centre, the Urion
Food Secretary has reiterated to the Chief Secretaries of all the res-
pective, State Governments (vide letter dated 10th April, 1981) to
ensure to completely avoid duplication of efforts in construction of
storage capacity at the same centre by more than one agency. The
Food Secretary has also thereby stressed that the constructed capacity

~would effectively utilised for meeting the requirements of Public
Distribution System general merchandise and commodities requiring
specialised storage.”

4°46 Asked whether it was possible to make the Central Storage
Committee and State Level Coordination Committees more effective if
statutory backing was given to them, the Food Secretary, stated :=—

“I do not think it was pecessary for this, purpose. I don’t know
whether at this stage we should think of having a statutory backing
for this. The effective functioning of the Committees is the only
thing that is needed....According to me they need not be given the
statutory backing.”

4’47 The Committee are unhappy to note that no proper survey has so
far been conducted for determining the total requirements of storage space in
the country as a whole area/region-wise. They have been informed that some
ad hoc surveys have been made. The Committee note that the Ministry has been
stressing the need from time to time in a number of conferences of Warehousing
Corporations and on the Managing Directors for undertaking a survey, State-
wise or area~wise. However, no such survey has been undertaken in a systematic
manner. The Committee desire that the Central Warehousing Corporation
should undertake, in collaboration with the State Warehousing Corporations, an
intensive survey in order to assess the extent of requirement of additional ware-
housing capacity in the country and to decide locating new centres of all-India
importance and extending warehousing facilities wherever necessary.
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448 The Committee note that the Corporation is operating both in
hired and own constructed godowns. Out of the total storage capacity of 44'82
lakhs M.T. as on  31.3.1983. more than 357, of the capacity was in hired go-
downs. The hired godowns are stated to be more remunerative than owned
constructed godowns. The Committee, however, suggest that more and more
warehouses should be built in the areas where warehousing facilities ‘are not
available. For this purpose the Corporation should utilise the profits earned in
good areas for building godowns in areas of less profitability so that services of
warehousing could be extended to such areas. After all, there should be some
cross-subsidisation in activities like this.

4'49 The Committee farther note that the construction of warehouses by
the CWC is proceeding at a  slow pace. This should be speeded up- In this
connection, the Committee would like to reiterate their earlier recommendation
made vide para 3°6 of their 24th Report that the CWC should be provided with
sufficient funds for building its net work of godowns throughout the country so
that it may gradually come up to play effectively, the role of handling of storage
work for all public undertakings in future. In reply the Goverament had then
stated that Committee’s recommendations had been noted. The Committee would
like to know the present position of the matter, i-e. the extent of funds provided
by the Government to C.W.C. for this purpose and the amount of storage capa-
city provided by CWC and utilised by the various public undertakings since
1979. .

450 The Committee find that during 1981-82 and 1982-83, the Corpo-
ratien had to close down 22 warehouses—14 in 1981-82 and 8 in 1982-83, as
they were found uneconomical and in some cases the warehouses which were hired
for a specific period, were surrendered. The Committee feel that the closure of
warehouses implies that the initial surveys conducted by thc  Corporation were
not very realistic. The Committec need hardly point out that a closure of a
warehouse entails certain infructuous expenditure, especially when the warehouses
are own construction. They suggest that the programme of construction of
warchouses should be taken up after examining thoroughly the business potential
at each centre so that warehouses may not have to be closed down in future due
to low utilisation of space.

4'51 The Sixth Five Year Plan envisaged construction of a capacity of
2 million tonnes during 1982-85 i.e. a capacity of 16.25 lakh tonnes under General
Warehousing Programme and 3'75 lakh tonnes under World Bank  assisted pro-
ject. - On the basis of mid-term appraisal of the Sixth Plan in 1982, the initial
target for comstruction of capacity under the General Warehousing Programme
was reduced from 16:25 lakh tonnes to 14°50 lakh tonnes. Against the revised
target of 1450 takh tonnes of storage capacity to be created during the Sixth
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Plan (1980-85), under  General Warehousing Programme, the capacity actually
created was only 5-88 lakh tonnes in the first three years leaving a capacity of
8°62 lakh tonnes still to be achieved in the next two years. During evidence, the
M.D., CWC admitted that the progress of the work had been rather slow. The
main reasons, among others, for the shortfall in the complention of the capacity
are stated to be a  delay of more than one year in the approval of terms and
conditions for the operation of large sized depots by the Food Corporation of
India which were cleared by Central Storage Committee in July, 1931 and also
delay by FCI in the allotment of centres where CWC has surplus land to  put up
a capacity of 13 lakh tonnes.

The Committee are distressed to note that the progress made by the Corpo-
ration in the creation of capacity during the first three years of the Sixth Five
Year Plan has been extremely slow. The Committee desire that all out efforts
should be made to achieve the balance capacity of 8'62 lakh tonnes according to
the schedule.

4’52 The Committee also regret to note that the matter regarding allot-
ment of centres by the FCI, where CWC has surplus land to put up a  capacity
of 13 lakh tonnes, has not been settled for so long. The Committee have reason
to believe that if the matter regarding clearance by the FCI of the capacity to be
constructed by the CWC had been settled in time. the exigency of the escalation
in the cost of land and construction leading to revision in the outlay to Rs. 6946
crores against Rs. 58 crores would have been avoided. .

4'53 It has been stated that while every effort is made to avoid dupli-
cation, yet at times some of the agencies prefer to have their own storage at the
centres where the Central Warehousing Corporation is already operating,
According to the Managing Director, CWC this took away a part of the market
potential for warehousing thus affecting the programme of coustructicn envisaged
for thc Central Warehousing Corporation in the Sixth Five Year Plan. The
existence of several agencies who took up construction work at the same centres
made the programme of construction competitive rather than mutually supportive.
Although the Secretary, Department of Food stated that the problem has been
magnified too much, the Committee cannot but emphasise that there is need for
complete coordination in the construction of storage godowns and in the operation
of the same to avoid duplication of efforts.



CHAPTER V
STATE WAREHOUSING CORPORATIONS

5.1 The Warehousing Corporations Act, 1962, provided for establish-
ment of the Central Warchousing Corporation and a State Warehousing
Corporatiot in each of the States- The legislation also provided that the
CWC and the respective State Government should be equal sharcholders in
the State Warehousing Corporations so that an integrated approach could be
made for the development of public warehousing activity in the country. So
far 16 States Warehousing Corporations have been set up in which the CWC
has invested a total capital of Rs. 22.42 crores as on 31-3-1983.

5.2 Enquired about the reasons for not setting up the State Ware-
housing Corporations in the remaining States, the Food Secretary stated
“The State Warehousing Corporations have not been set up only in small
States like Jammu & Kashmir, Nagaland, Manipur, etc. They will set up
only when they feel need for it..."”

5.3 Asked if the Department from Central side had approached these
States in this regard, the witness stated “We have not approached them to
_ say, ‘Please do it".”

5.4 When pointed out that it was one of the functions of the CWC
to give guidelines and encouragement to all the States, the witness stated :

“The State may, by notification in the official gazette, with the
approval of the CWC, establish wareshousing corporation for that
State...I can mention that in another context, when they were asked
to establish Civil Supplies Corparations with incentives given to them,
they have not done.”

5.5 The State Warehousing Corporations are independent entities and
function under the superintendence of their own Board of Directors- Rela-
tionship between the Central Warehousing Corporation and State Warehous-
ing Corporations falls into two categories. The first, is the area of statutory
relationship between these two organisations and second is non-statutory or
the informal relationship between them. Statutory obligations/powers of the
Central Warehousing Corporation comprise of the following :-

(i) Nomination of 5 Directors (the remaining) 5 Directors being
nominated by State Government.

44
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(i) Prior approval of CWC in the appointments of Caairmen and
Managing Directors of State Corporations.

(iii) Yssue of instructions to State Corporations on question of
policy. ' :

(iv) Prior approval of CWC in the matter of selecting places for gon-
struction of warehouse.

(v) Submission of annual accounts of State Corporations to CWC and
submission of statement of programme of activities during the
forthcoming year as well as the financial estimates in rcspeet there
of t‘qr approval of CWC.

5.6 Under informal relationship between the CWC and State Corbo-
rations, CWC inter alia renders assistance to SWC, in the matter of develop-
ment of their business activities and improvement in their service.

5.7 In regard to the respective functions of the CWC and SWCs, the
M.D., CWC stated in evidence :

‘‘As the frame of things, initially started, some of the centres at
some important places were allotted to CWC. Thereafter, so many
new centres have had to be located by CWC for its expansion activi-
ties. Many of the State Warehousing Corporations for quite a long time
did not come out of their teething trouble- At that time, they could
not extend or devote their energy. Some of them went to the extent
of depositing money paid to them by CWC and State Governments
towards the equity share in the bank and started earning interest. We
give 50% equity to SWC, Rs. 22 crore are invested by CWC in the
equity of SWCs. We raised some objection to this: We said ‘you
have to provide facilities and you have to ensure necessary growth in
the sector and not earn interest from the banks.” What happened in
the meantime was that the Central Warehousing Corporation which
had developed infrastructure, had done survey for finding new potential
centres, At some places in order to provide higher capacity of
storage and other facilities, we selected additional centres, But some
of these States have not cither diversified their activities or made efforts
in that direction. But they v-ant the good centres developed by CWC,
which are operated by CWC, be transferred to SWC. We have said
that we have worked hard for long years, developed the centres and
why not instead of asking these Centres being transferred to SWL,
they find new centres through survey in their own States and develop
them. Here at times some difference of opinion comes up. Now,
what we do is that we at times exchange some centres after constant
dialogue and negotiations. But the difficulty arises in regard to the
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custom bondage warehouse. The CBEC has authorised only CWC to
operate bonded warehouse and they don't want this work to be given
to SWC or any other agencies. The private parties have got licence
to operate these custome bonded warehouses while the CBEC does not
now generally renew but wants CWC to operate. CWC is at present
operating about 60 custom bonded warehouses in the country- Here
the diversification is in activities of CWC and there is need for
this

5.8 During evidence the Committee enquired what was CWC’s expe-
rience about the working of the integrated approach ecnvisaged in the Act of
1962, The M.D., CWC stated :

“Actuallly the coordinated approach between CWC and the State
Warehousing Corporation is working well about which we are asking
at various levels. Our problems have been about the allocation of
centres. Even when we go for survey, we ask the State Warehousing
Corporation to have joint survey so that we could jointly decide which
centre should go to which organisation. This enables integrated appr-
oach at the State level between these two corporations.”

5.9 Subsequently in a written note the Corporation has stated:

“‘The Central Warehousing Corporation is not finding any diffi-
culty in respect of the working of the State Warehousing Corporations
on account of the integrated approach envisaged in the Warehousing
Corporations Act, 1962 except the following :

‘‘Sometimes due to pressing administrative exigencies of the work,
State Governments appoint Chairmen/Managing Directors of the State
Warehousing Corporations without obtaining prior approval of the
Centre Warchousing Corporation as required under the Act. The
attention of the State Governments has been drawn from time to time
in this regard. The Union Minister for Agriculture & Rural Develop-
ment had also requested all the Chief Ministers on 30-9-82 of the
States where the State Warehousing Corporations are functioning to
follow the provisions of the Act in respect of appointment of Chairmen/
Managing Directors. Chairman, Central Warehousing Corporation
has also requested the Chief Ministers of States requesting them to
follow the provisions of the Warehousing Corporations Act, 1962.

" Most of the Chief Ministers’ Secretariats had assured that the provi-
sions of the Warchousing Corporations Act will be kept in view while
deciding the issue of appointment of Chairmen/Managing Directors of
the respective State Warehousing Corporations.”
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5.10 In this context, the Food Secretary stated :

“There may be occasional cases of difference of opinions, but by
and large they are working in an integrated manner.”

5.11  The Commiitee pointed out that as reported in the Press, a

number of State Warehousiag Corporations had urged the Central Govern-
ment to set up a Commission to review and redefine the operational areas of
both the Central and State Warehousing immediately. They asked if it was
a fact that the working of CWC and SWCs had not been harmonious and they
had requested the Central Government to appoint a Commission to review
and redefine their area of operations.

The M.D., CWC stated :

“I have read it in the newspapers. But when these gentlemen
came over to Delhi, I asked them what was the problem. They said
it was a general discussion and the Press people had given a differeat
story altogether. So far we have not received any communication or
paper in this regard either in the Department of Food or myself here
in Central Warehousing Corporation indicating about the matter which
came in the Press.”

5.12  The Corporation in a written reply frunished subsequently has

stated :

“The working of the Central Warehousing Corporation and State
Warehousing Corporations have been. generally harmonious and there
have not been many occasions which could have involved clash of
interest of both the organisations. Sec- 35 of the Warehousing Cor-
porations Act, 1962 stipulates that in case of any difference of opinion
between the two organisations regarding their respective functions and
powers/under the Act, the matter shall be referred to the Central
Government whose decision shall be final. Whenever any difference
of opinion arises, efforts are made to settle the issue by holding per-
sonal negotiations between the two organisations and it has been obser-
ved that most of the issues are solved amicably.

5.13 In this context the Food Secretary stated as follows :

“Under the Act as it stands now, we have the system of getting
the storage permit locations etc. to be cleared by getting the plan of
the State Warehousing. Corporations. approved by the Central Ware-
housing Corporation- In such matters, occasional difference of opi~
nion may arise. By and large it works well. There is no serious.
Difference of opinion in the matter. That is why, the original Act
itself envisages that before the SWC sets up the godowns, they have to
get the approval of the CWC.”
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514  Asked if the Department felt any necessity of reconsidering the
relationship between the SWCs and the CWC, the Food Secretary stated :

“According to us, what has been provided in the Act itself has
been followed and it is based on sound reasoning. But™™"""i
be a joint venture of the Central Warehousing  Corporation and the
State Warehousing Corporations. That is why recently they have set
up the Working Group to define the areas as to which types of places
should be covered by the Central Warehousing Corporation. A ccording
to us, CWC and the SWCs are the two sides of the same coin.”

5°15 According to the Corporation, sufficient powers were available
to CWC under the Warehousing Act, 1962 for monitoring the  progress of
the State Warehousing Corporations. Asked if the Corporation was satisfied
with the working of various State Warehousing Corporations and whether
there werc areas where improverrent cculd be made, the Corporation has
stated : ¢

“Some of the State Warehousing Corporations had been running
in loss for some years. the Central Warehousing Corporation is
receiving monthly performance reviews, monthly statement of storage
accomodation available with the State Warehousing Corporations,
monthly statement regarding progress of construction from State
‘Warehousing Corporations regularly. All the statements are scrutiniscd
by the Central Warehousing Corporation and the State Warehousing
Corporations are guided wherever necessary so as to improve the
working of the State Warehousing Corporations. The meetings of the
Board of Directors/ Executive Committeees are held by the State
Warehousing Corporations regularly and the Agenda of these meetings
are being sent to Central Warehousing Corporation and wherever
necessary, the directors of the State Warehousing Corporations
nominated by the Central Warehousing Corporation are acquainted
to take up the issues especially these concerning financial matters and
other imporiant matters. All such exercises had brought results in the
working of the many State Warehousing Corporations.”

5.16 In this context, the Food Secretary stated as follows :

““Some of them are functioning well and some are not function-
ing well. In think, at least 6 of them are working quite well.
Some are not holding even annual meetings. During the annual
conferences, we have pointed out to them that the effective functioning
is possible only with good and close relationships with the Central
Warehousing Corporation, to have a closer link and monitoring
between the two, to have a review of their plans etc.”
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5.17 Out of 16 State Warehousing Corporations, only 9 declared
dividend from 1.0°, to 7.5°, during i981-82. The Committee pointed out
that despite the fact that the working of the State Warehousing Corporations
was supposed to be closely reviewed by CWC, only 9 Corporations had
declared dividend. In this connection, the M.D., CWC stated :

“I will give you an example of the lopsided control. Under the
Act we can only refuse to give equity but then what happens. Because
of pressure we have to release the equity later on in such cases’ Then,
for instance, BPE have given the direction that no silver jubilee award
will be given to the workmen. On that basis we did not give any award
and we issued clear instructions to the concerned SWCs but in spite
of that some of them have flouted our instructions and given the
award. Then further the Chairman or the MD of the SWCs have 'to
be appointed without approval. But many State Governments appoint
them without approval. Therefore, though we have all pervasive
powers, when we implement these we find thar we cannot do anything
except stopping the equity.”

S.18 In a note it has been staetd :

“10 State Warehousing Corporations have arranged their Annual
General Meetings of shareholders for the year 1981-82. Out of these
10 State Warehousing Corporations 9 State Warehousing Corporations
have declared dividend @ varying from 0257, to 8%,
Rajasthan State Warehousing Corporation, which earned nominal
profit, could not declare a dividend during the year 1981-82,
The remaining 6 State Warehousing Corporations could not
arrange Annual General Meetings of their shareholders for the
year 1981-82 onwards. Out of these 6 State Warehousing Corporations
the accounts for 1$81-82 in respect of Uttar Pradesh and West Bengal
State Warehousing Corporations have since been audited and as per
the audited accounts of the 2 State Warehosing Corporations it is
observed that they have earned profit for 1981-82. The Uttar Pradesh
State Warehousing Corporation proposes to pay dividend @ about
7“, whereas the West Bengal State Warehousing Corporation
proposes to declare dividend @ 5°;,.”

5.19 Asked about the efforts made or proposed to be made to ensure
that these corporations earned sufficient profit to pay dividend on their equity
capital, the Corporation has stated that at present ali the State Warehousing
Corporations are running in profits. The Central Warehousing Corporation
is receiving monthly performance review, statement of storage accommodation
statement of construction progress reports, Budget Estimates etc. which are
thoroughly examined and the State Warehousing Corporations are guided.
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The State Warchousing Corporations are also advised to improve the occu-
pancy of their werehouses and also to increase the construction activity. The
State Warehousing Corporations are also helped in matters like recovery of
dues etc.

5.20 The Committee asked if the Corporation did not feel that the
lack of adequate return on the investment in State Warehousing Corporations
unlerlined the need for exploring other profitable business avenues for
them. The COrporation in a written reply has stated that.

“Unlike the shares of the CWC the share capital of the SWCs is
neither guaranteed for the re-payment of the principal amount nor
payment of a fixed minimum dividend. Until 1970-71 the CWC did
not receive any dividend on the investment made in the equity capital
the SWCs. Since the CWC was obliged to make payment of guaranteed
dividend to its own shareholders and a large amount of its share
capital was invested in the SWCs, the CWC had to pay the dividend
on such investment from its own resources/earnings. During the
subsequent years, some of the SWCs had paid dividend at varying
rates. The average return on the investment made in the SWCs has
been about 29, only in the recent years whereas the CWC had to pay
a minimum dividend @ 5.5, to its shareholders. It would, thus, be
seen that the CWC has been put to considerable strain due to addi-
tional liability imposed on it for payment of guaranteed dividend on
the investment made in the SWCs. It has also been our experience
that even when the SWC earns substantial profit, tihere is a general
reluctance to declare a reasonable divident and efforts are made to
appropriate a large proportion of the profits to the general reserves.
this aspect was discussed by the Conference of the Chairmen and MDs
of the CWC and SWCs at Bangalore in June, 1970 The Conference
had resolved that the SWCs may transfer 25%, of the profit to the
general reserve and the remaining amount of net profit may be
utilised for payment of dividend. We generally draw the attention of
the SWCs to the above aspect at the time of deciding the rate of
dividend to be paid to thes shareholders. However, there is no denying
that in order to sustain their growth and improve their profitability
the SWCs should diversify their activities and enter into fields which
are more remunerative.” ’

5.21 Tt has been stated that the Central Warehousing Corporation
is competent to issue instructions to a State Warehousing Corporation on
qucstions of policy. Similarly the concerned State Government can also issue
such instructions. However, if a doubt arises as to whether a question is or
is not a question of policy or if ‘he State Government and the Central
Warehousing Corporation give conflicting instructions, th. matter is required
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to be referred to the Central Government whose decision is final.
Similarly, every State warehousing Corporatian has to submit a statement of
programme of activities during the forthcoming year as well as the financial
estimates in respec; thereof for approval of the Central Warehousing
Corporation. .Similar statement and estimates are required to be
submitted for approval by the State Warehousing Corporation to the respec-.
tive State Government also.

522 Asked whether the dual authority on State Warehousing Corpora-
tions and their accountability to Central Warehousing Corporation and
State Govornments was posing any problems and hindrance in the smooth
and efficient functioning of State Warehousing Corporations, the Corporation
stated that dual authority an State Warehousing COrporations and their
accountability to Central Warehousing Corporation and State Governments
is not posing any problems and hindrance in smooth and efficient functioning
of State Warehousing Corporations.

5.23  Asked further whether any amendment of statutory provision$
or legislative measure was called for in this regard. The Corporation has
stated that the central Warehousing Corporation does not feel the necessity
of any change or amendment to the Warehousing Corporations Act concern-
ing this aspect at this stage. ’

5.24 In this connection, during examination of the Ministry, the
Coinmittee asked as to what extent the CWC had been able to orient the
policies and programmes of the State Corporations in a manner that would
make for coordinated and integrated development of facilities in the ceuntry:.
The Secretary, Department of Food, stated :-

“They ary doing it in two or three ways. One is, of course, by
having the Directors in the Board of State Worehousing Corporation.
The second is by scrutiny of plans and the Budgets. The third is by
holding regional meetings.”

5.25 Asked if the powers of CWC vis-a-vis State Corporations
were adequate for this purpose, the witness stated ‘“the powers of the
Central Warchousing Corporation vis-a-vis the State Warehousing Corporation
are laid down in the Act. The proposals regarding the setting up of godowns
are cleared by the Central Warehousing Corporation.”

526 The Warehousing corporation Act, 1962 provided for establishment
of Central Warehousing Corporation and State Warehousing Corporations in
each of the States. It also provided that the Central Warehousing Corporation
and the respective State Governmeats would be equal  shareholders in the State
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Warehousing Corporations so that an integrated approach could be made for the
development of public warehousing activity in the country. The Food Secretary
in evidence stated “There may be occasional cases of difference of opinions, but
by and large they are working in an integrated manner.” The Committee, how-
ever, find that sometimes the Staie Governments appoint Chairman/Managing
‘Director of the State Warehousing Corporations without obtaining prior approval
of the Central Warehousing Corporation as required under the Act, which is a
pointer to the fact that there is lack of coordination between the two organi-
sations in this regard. The Committee would like the Ministry/Corporation to
ensure that in the matter of appointments to the senior positions in the State
Warehousing Corporations, provisions of the Act laying down the prior approval
of the Central Warehousing Corporation are strictly followed by the State
Governments.

527 Under Section 35 of the Warehousing Corporations Act, 1962, in
case of any difference of opinion between the Central Warehousing Corporation
and State Warehousing Cofpontions regarding their respective functions and
powers under the Act, the matter shall be referred to the Central Government for
decision. The Committee fecl that in the operational areas, there is not much
coordination as a number of State Warehousing Corporations are
reported to have urged the Central Government to set up a Commission
to review and redefine the operational areas of both the Central and
State Warehousing  Corporations. This is a matter of deep concern to the
Committee. The Committee would urge the Government to look into the matter
and take steps to resolve differences between the two sets of organisations in field
of their operations.

528 The Committee have been informed that the CWC is required to
set up warehouses at markets of all-India importance and the State Warehousing
Corporations are to set up warehouses  at district and taluk level. They have
been informed that the Government of India has prepared the list of centres for
operation by the CWC and SWCs in each State in consultation with the State
Governments concerned so as to ensure proper coordination and to avoid over-
lapping of the functions of two organisations. The Committee have also been
informed that all out efforts have been made to avoid duplication and competition
between the two organisations at the same centre. The Committee desire that
the position should he kept under continuous review.

5.29 The Committee are councerned to note that as many as 10 State
Warehousing Corporatious out of 16 have not been functioning well and incurring
losses. They desire that the Central Warehousing Corporation should extend a
helping hand and provide more  guidance to the State Corporations directly or
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throngh its nominees on the Board of Directors of the State Corporations to put
them on sound footing. Besides, only such persons as are able to devote sufficient
attention to the work of a State Warehousing Corporation and have the nece-
ssary expertise should be nominated on the Board of Directors of a SWC. The
CWC should also be more vigililnt while approving the appointments of Chairman
and M. Ds of the State Warehousing Corporations.

530 Section 19(2) of the Warehousing Corporations Act lays down that
the share capital of the State Warehousing Corporations shall be subscribed by
the Central Warehousing Corporation and the State Government on 50 : 50 basis.
The CWC’s investment in the shares of the SWCs as on 31st March, 1983 was
Rs. 22°42 crores. The Committee note that out of 16 State Warehousing
Corporations, 10 SWCs have arranged their Anoual General Meetings of share-
holders for the year 1981-82 and out of these 1¢ SWCs, 9 have declared dividend
varying from 0°257; to 8. Rajasthan State Warehousing Corporation which
earned nominal profit, could not declare a dividend during the year 1981-82 and
the remaining 6 SWCs could not arrange Annual General Meetings of their
shareholders for the year 1981-82 onwards.

531 The Committee also find that uatil 1970-71, the CWC did not receive
any dividend on the investment made by it in the equity capital of the SWCs.
They have been informed that since the CWC is obliged to make payment of
guaranteed dividend to its own shareholders and a large amount of its share
capital has been invested in thc SWCs, the CWC had to pay the dividend on such
investment from its own resources/earning. The average return on the invest-
ment made in the SWCs has been about 27, only in the recent year, whereas the
CWOC has to pay a minimum dividend @ 5:5% to its shareholders adding an addi-
tional liability imposed on CWC for payment of guaranteed dividond on the invest
ment made in the SWCs. The Committee have also been informed that even
when a State Warehousing Corporation earns substantial profit there is a general
reluctance to declare a reasonable dividend.

5.32 The Committee feel that when the Act emvisaged share of equity
capital in equal proportion, the share capital of SWCs should also be guaranted
like the share capital of CWC for the payment of a fixed minimum dividend.
This matter should be examined by the Government iu all aspects and effective
steps, including amendment of the Act, if necessary, may be taken.

5.33 The Comnmittee also feel that since the average return of 2% on the
investment made by CWC in SWCs has been very inadequate and there is a
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considerable strain on the CWC due to additional liability for payment of guaran-
teed dividend on the investment made in the SWCs. some of the profitable busi-
ness avenues should be explored for the State Warehousing Corporations in order
to enable them to sustain their growth and improve their profitability.

5.34 The Committee desire that the Govem;nent should ensure in consulta-
tion with State Governments concerned that the SWCs declare dividends whenever
their profitability position allows and there should be no hesitation on théir part }

to do so. The provisions of Section 30 of the Warehousing Corporations Act.
1962 should be complied with by all SWCs.



CHAPTER VI

MISCELLANEOUS

A. 0ld Stocks

6.1 During their visit to thz Regional Office of CWC at Calcutta in
June, 1983, the Committee came to know that some of the stocks were
lying in their warehouses for loag. Largs quantities of damaged fertilizers
and sugar beloaging to Hindustan Feriilizer Corporation and STC were
lying in stock for several moaths. Tne Con nittee were, however, informed
that in spite of reminders by CWC no steps had been taken by these under-
takings for lifting of these stocks or for disposing them off.

6.2 During oral examination ofthe CWC, the Committee asked
whether the Corporation had takzn up with the Goveram:at the question
of old stocks lying with them and occupying their space. The M.D. in reply
said, “Government does not come into the picture.”

6.3 When the Committee pointed out that if the Corporation was not
able to do anything in the matter it must ask the Government to intervene.
the witness stated °

“We keep on writing to the depositors, viz. Hindustan Ferti-
lizers, FCL., giving them details. We always try to see that the old
stocks go out first. But we dox’t taks it up a: Government level.”’

6.4 Asked as to what action the Corporation take, if the depositor
was not coopernting, the witness stated : —

“About FCI, we have written to our Ministry. They are fully
aware of the position. At different lavels, we have been discussing it
and following it up  rzgularly both at the Marnaging Director’s and
the Board levels. There have bzzn problems in this matter.”

6.5 When the Committee stressed the need of moving the Government,
for help in the matter, the M.D._stated :—

“We have been taking it up at the depositor’s level. Now we will
take it up at Ministry’s level.”

55
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6.6 Asked whether there was no system of releasing stocks on first in, first
out basis, the Corporation has stated that “although deliveries are generally
taken by the private customers/fertilizers manufacturers etc. according to the
age of stocks, it is not pratically possible to adhere to this principle due to
various reasons. For example, in the case of Food Corporation of India,
many commodities in various grades/categories are received in the ware-
houses. These stocks are to be kept separately, keeping in view the quality of
the goods. The lower category stocks, say in case of wheat, are meant for
issue to Roller Flour Mills whereas the higher category stocks are earmarked
for release through the public distribuiion system. If the inferior quality
stocks are received first at the centre, the same cannot be issued to the Fair
Price Shops dealers. Vice-versa if higher category stocks have been received
earlier, they cannot be issued to Roller Flour Mills. Moreover, we have to
issue stocks as per the requirement of the depositor, irrespective of age,
quality and grade.”

6.7 The Corporation has informed that in all the werehouses, a stack
card is provided for every lot, showing the source, date of receipt, quantity,
quality. location, dunnage provided details of various quality control opera-
tions being undertaken by the technical staff, report of periodical inspection
of the stocks etc. :

6.8 The Committee find that at some centres, some of the stocks are lying
in the warehouses for long. For example, large quantities of demaged fertilizers
and sugar belonging to Hindustan Fertilizers Corporation, Food Corporation of
India, STC etc. were lying in the CWC’s warehouses at Calcutta for several
months. The Corporation has stated that although deliveries are generally taken
by the private customers/fertilizers manufacturers etc. according to the age of
stocks, it is not practically possible to adhere to the principle of releasing stocks
on first-in-first-out basis due to various reasons. The Corporation has also stated
that they keep on writing to the depositors for taking delivery of the old stocks,
but they have not taken up the matter of lifting of ol stocks by the Public Under-
takings at the Government level. The Committee would like the CWC to use
good offices of the Ministries concerned to get removed the old accumulated
stocks of public undertakinge lying in the CWC’c warehouses.

B. Outstanding

6.9 It is noticed that the outstanding dues of CWC against depositors
have gone up from Rs. 2.50 crores in 1979-80 10 Rs. ©.7% crores in 1982-83
as shown below

(Rs. in crores)
1979-80 1980-81 1981-82 1682-83

2.50 3.87 4.88 6.78
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6.10 According to she Corporation the following are the major depo-
sitors who have not been paying storage charges within a reasgnable time *
‘1. Food Corporation of India
2. State Trading Corporation
3. Jute Corporation of India .
4. Mineral & Metals Trading Corporation
5. Cotton Corporation of India
6. Government Fertilizer Companies.
6.11 It has been stated that the outstandings against Food Corpora-
tion of India and State Trading Corporaticn constitute more than 509 of
the total outstanding storage charges. These include old outstandings of

Rs. 78.75 lakh against Food Corporation of India under dispute due to
various reasons.

6.12 The table given below inidcates the age of outstanding dues
from various depositors in respect of storage charges as on 31.3.1983 :

(Rs. in lakhs)

S. Name of Party More than More than Less Total
No. 3 years one year but than
less than the
3 years year
1. APSCSC 0.33 1.08 3.71 5.12
2. Cotton. Corp. of India 0.33 3.20 11.58 15.11
3. Food Corp. of India 30.83 5735 194.78 282.96
4. Fertilizer Corp. 0.74 1.25 11.94 13.93
of India
5. Hindustan Fertilizer 1.25 2,48 945 13.18
Corp. of India
. Indian Potash Ltd. 0.11 0,57 7.5 7.83
7. Rashtriya Chem.& 0.6] 0.71 4.19 5.51
Fertilizers Ltd
8. State Trading Corp. 5.65 7.64 74.15 87.44
9. Southern Petrochemical 0.34 1.14 7.29 8.77
Ind. Corp. Ltd
10. IFFCO Fert- 0.57 1.00 18.96  20.<3
11.  Others 13.0¢ 41.11 171.85 226.02

(Sundry Debtors)

TOTAL 53.82 117.53 515.05 686.40

Less : Adhoc payment received from FCI (—) 869

Net Outstanding  677.71
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6.13 The MD informed during evidence that the Central and State
agencies were not paying their dues in time. Even the revised rates were not
accepted- The Corporation was in correspondence with them. Since they
were important depositors and government agencies, they did not want to
treat them indifferently.

6.14 Asked about the reasons for heavy outstandings, the M.D. Stated
in evidence as follows =

““The basic reason is that during that last three years our storage
charges have gone up; our turnover has gone up ; our capacity has
gone up ; its utilisation has gone up.  Naturally, if they are taken
together, the outstanding has gone up. Since our business has increa-
sed, turn over has increased as a result outstanding has also increased.
‘We are concerned about it. I am giving a monthly statement to them. I
take it up at the highest level to find out as to how this can be reduced.
We had meetings at higher levels with the depositors to sort out this
thing.”

6.15 Explaining the reasons for heavy outstandings the CWC in
a note furnished subsequently  has further stated that the Corporation is
extending the credit facilities to the various bulk depositors such as Central
Government/Central Government Sponsored Agencies, State Civil Supplies
Department, States Sponsored Agencies and other private depositors.
Consequent upon the increase in the capacity ut'lisation and revision of tariff
rates from time to time, there has been a commensurate increase in the volume
of billing which has naturally led to higher level of warehousing charges bills
remaining outstanding. The main reasons for outstandings particularly
against the Government/Government Sponsored Agencies both of Central
and States are that they have to carryout number of formalities before the
bills are ad nitted for paymean:. The process of raising of bills and receipt
of the paymeat after completion of various formalities take around 1 to 2
moanths particularly in respect of bills raised on general warchousing terms.
The total outstanding of the Corporation has normally been around 3imonths’
billing and a few disputed bills rclating to interpretation of the terms and
conditions of contract, non-acceptance of higher rates by the depositors
etc.

6.16 Asked whether any interest was charged on the amount due
beyond the normal credit period, the Corporation has stated that “in so as
far the payment delayed beyond the stipulated period is concerned, as per
terms and conditions of storage, the Corporation can levy 1239 penal
interest for the period of delay- As already stated, most of the space is being
utilised by the Government .organjsations whose goodwill and cooperation
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resulted in the present day progress of the Cerporation. As such it is felt
that it will not be in the overall business interest of the Corporation to
enforce penal clause for recovery of interest for the period of delay.”

6.17 The Committee are concerned to note that the outstanding storage
charges of the CWC against depositors, particularly the Public Undertakings,
have been continuously increasing. The major defaulters are reported to be Food
Corporation of India, STC, FCT, MMTC, CCI etc. FCI and STC constitute
more than 507, of the total outstanding storage charges and these include
Rs. 282.96 lakhs against FCI out of which RS. 78,75 lakhs are stated to be under
dispute. The Committee recommend that there should be stricter credit control.

6.18 From the material supplied to the Committee, it is seen-that aithough
the Corporation can levy 121, penal interest for the period of delay, no
interest is charged for fear of losing goodwill and cooperation of the Govern-
ment organisations, the mojor depositors, who are utilising most of the space. The
Committee feel that a credit limit should be fixed for all the Government, depart-
ment Public Undertakings, Cooperative Societies etc. and all outstandizgs beyond
this limit should carry interest at the Bank rate. The Committee are of the view
that charging of interest will make the defaulting departments more vigilant in
making payments promptly. The Committee would also like that dispute about
amount of Rs. 78.45 lakhs outstanding against FCI should be sorted out without
further delay.

C. Performance Appraisal

6.19 As per guidelines issued by the Bureau of Public Enterprises, the
Ministry should held performance review meetings every quarter, associating
the representatives of BPE and the Planning Commission. However, in the
case of CWC, only one such meeting was held during each of the years 1979,
1980, 1982 and 1983 and meetings were held in 1981 as shown below (—

1. Sth July, 1979
2. 15th July, 1980
3. Oth June, 1981

4, 11th August, 1981
S Tth July, 1982

¢ 4th July, 1983
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6.20 During oral examination of the Ministry, the Committee wanted
to know the reasons for not holding performance review meetings quaterly as
required under BPE guidelines. The Food Secretary stated : —

“There are other meetings where the same review takes place.
But I have made a note of your point. Monthly meetings are there,
annual plan meetings are there. Then quarterly plan meeting is there,
But as you have stressed this point, we have made a note of the point
made by the Hon. Chairman.”

The witness further stated :—

“I would agree...that the meeting was not held...The meetings
have not been held regularly may be due to some other work. But
there are various other methods of having control over them. We are
having reports from them every month and these are looked into at
the Government level.”

6.21. The Committee feel that in the matter of monitoring, the admiuistra-
tive ministry has not played the role expected of it. During the last 5 years, the
Ministry held only 6 meetings instead of 20. Although the ministry has claimed
that there are other meetings where the review takes place, the Committee connot
but stress that in order to make the concept of accountability of the enterprise
to Government effective and purposeful, the performence review meetings should
be held every quarter regularly as per guidelines issued by the BPE. It need hardly
be mentioned that such review meetings are mutually useful to both the Underta-
king and the administrative Ministry in sorting out various problems, pushing
through proposals, expediting decisions and issuing necessary guidelines.

MADHUSUDAN VAIRALE,
NEW DELHI; Chairman,

April 27, 1984 Committee on Public Undertaking
Vaisakha 7, 1906 (S)




APPENDIX

SUMMARY OF CONCLUSIONS/RECOMMENDATIONS OF
THE COMMITTEE ON PUBLIC UNDERTAKINGS {CONTAINED

IN THE REPORT

Sl. Reference to
No. Para No. in

Summary of Conclusions/Recommendations

the Report
1 2 3
1 2.19 Although the Central Warehousing Corporation was

2 220

set up as far back as March, 1957, its specific objectives

and obligation-economic, social and financial, have not

yet been spelt out in detail. The Committee have been

informed that the Corporation has so far been operating
on the basis of the objectives broadly laid down in the
Warehousing Corporations Act, 1962 and some physical
and financial objectives though formulated by the Cor-
poration have not been specifically approved by the
Government. The Managing Director, CWC was frank

enough to admit the failure in this respect. He, however,

stated in the evidence that “we draw each year’s objectives
as also the five years objectives”. Obviously, these obje-

ctives have not been produced in the form of a document

and got approved by the administrative Ministry. In

terms of the guidelines issued by BPB in 1970 and 1979,

it is incumbent on all the public undertakings to make a

comprehensive and clear statement on their objectives

and obligations. Further, these statements should be .
formulated by the enterprises with the approval of
Government and that Ministry of Finance should be con-

sulted before finalising the financial aspects of such state-

ments. The Committee would like that action to formu-

late the micro objectives of the Corporation and getting

them approved by the Administrative Ministry is taken

without further delay.

The Committee note that not only the Corporation
does not have a Corporate  Plan, they are not even aware

61
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3.52

353
3.54

of the guidelines issued by BPE in this regard- In terms
of these guidelines each public undertaking is required
to prepare a Corporate Plan, which after approval by the
respective Board of Directors is required to be formally
ratified by the Administrative Ministry. The Committee
desire that after finalisation of the micro objectives of the
Corporation, its Corporate Plan which is long over due
should also be drawn up so thatthe performance - of the
Corporation could be judged against the set plan and
targets. They also desire that objectives and obligations
should be clearly specified in the Corporate Plan of the
Corporation. The Committee would like to be apprised
of the action taken in this behalf.

With regard to the role and scope of functions of
the Central Warehousing Corporation, the Committee had
been informed by the Corporation that in pursuance of
the directions given by the Government of India in 1974,
a Working Group headed by the Deputy General Manager
of the Corporation has been formed to review the
provisions of the Warehousing Corporation Act, 1962 in
the context of development which have taken place since
the Corporation was established. The Working Group
has made recommendations relating to need for extension
of role, scope and functions of the Corporation, its
relationship with the State Warehousing Corporations and
other pertinent' aspects, relating to scheme of public
warehousing in the country. The Committee have also
been informed that final view on the recommendations
of the Working Group is yet to be taken for carrying out
such amendments to the Act as may be deemed
appropriate. The Committee urge the Government to
finalise their proposals at an early date and take
necessary steps to initiate legislation in this regard.

The Central Warehousing Corporation and State
Warehousing Corporations were set up under special
legislation primarily with a view to provide scientific
storage facilities to the agriculturists for storing their
agricultural  produce, seeds, manures, fertilizers
agricultural implements, etc., as also to help them in
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getting better prices for  their products. The
Commitsee’s examination of the working of the
Corporation during the last 22 years revealed that
precious( little had been doneto provide necessary
facilities to the agriculturists. The depositor-wise utlisation
of Central Warehouses in the past has revealed that
about 809 of the capacity has been utilised by bulk
depositors like Government/Public Undertakings and the
balance of 209 of deposits was shared by merchants,
cooperatives and producers. All along the utilisation of
Warchousing space by farmers/producers has been very
low. The main reasons for the very low percentage of
deposits from farmers and producers are stated to be that
under the three-tier system the markets of all-India
importance only are served by the CWC and the storage
needs at the village and taluk level are looked after by
the Cooperatives. The Managing Director, CWC admitted
during evidence that “at the village level, the utilisation
of the Warehouses has not been satisfactory”. He
further stated “We will increase our efforts in this
direction. We have done it, but what we have done is not
adequate.” The Committee are not impressed by the
plea of the Corporation/Department that ‘ our object was
to provide at the all-India level certain facilities to the
farmers and not at the village level.... ‘We are basically
meant for a higher activity rather than at the village
level ... The Corporation is not meant to provide facilities
at the rural or village level.””

One of the functions for which the CWC was set up
was to popularise warehousing practices and making
their advantage felt in the rural areas. From the data
furnished, the Committee find that the facilities provided
by the CWC appear to have been avaited of mainly by
the Government/Public Undertakings and merchants.
It is the farmers/producers who need greater Warehousing
facilities particularly during post-harvest period to protect
them against distress sales of their produce. Although the
Committee learn with satisfaction that to encourage
deposits from agriculturists, 10%, rebate is being extended
. on deposits from producers they are still of the view that
more intensive efforts are needed to attract deposits from
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producers and cooperatives for whose benefits these
facilities were originally contemplated.

3.55 The total post-harvest loss of foodgrains from the
field to the consumer’s end has been estimated to be as
much as 9.30 per cent to 30 per cent. However, the
utilisation of warehousing space by farmers has been
less than 1per cent. The Committee suggest that the
farmers should be motivated to make maximum use of
warehousing facilities. The Corporation should utilise
the services of Cooperative Orgbnisation, and other Rural
Development Agencies instead of approaching the farmers,
directly through their technical staff.

356 The Corporation introduced Farmers Extension
Service Scheme in 1978-79 with the objectives (i) to
educate the farmers on the advantages of scientific
storage and utilisation of public warehouses and (ii) assist-
ing the farmers in getting loans from the banks against
the pledge of warehouses receipts. The Committee
find that the number of farmers all over India who
utilised the services under this scheme was only 259 in
1980-81, 409 in 1981-82 apnd 344 in 1982-83. The
reasons for contacting such a small number of farmers
are stated to be that the CWC warehouses, are mostly

» at the All-India centres and their locations are
far off from the villages. While the M.D,
CWC admitted during evidence that “our coverage of the
scheme has been insignificant and the impact has been
less”, the Food Secretary stated, “It is not that the far-
mers are not utilising the service. It is the CWC coverage
which has not been that much.” He further stated, ‘“On
our part I don’t know why the farmers had not responded
fully. We find that the figure is 409 out of 15,830 in
1981-82. 1 have no knowledge why only 409 came to
utilise the service”.

The Committeé desire that extension service work
should be expanded on a larger scale and greater efforts
be made to approach the farmers and educate them on
the advantages of scientific storage and utilisation of
public warehouses, with the assistance of cooperatives and
the State Warehousing Corporations.
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3.57

4.47

The Warehousing Corporations in the Public Sector
were set up under special legislation for achieving inter-
alia the objectives of extension of institutional credit to
farmers through the medium of warehouses receipts.
The financial objectives of CWC lay down that the
Corporation is required to create a negotiable paper to
provide an instrument for extension of credit through
commercial banks for the benefit of depositors. During
evidence, the MD, CWC admitted that ‘“extension of
institutional credit is one area where the objectives have
not been fully achieved”. Difficult and combursome
procedure adopted by the banks are stated to be the
reasons for which the farmers are not in a position to
approach the banks. In this context the Secretary Deptt.
of Food, denying this charge stated, “l do not think it
is quite correct. The banks have been giving credit though
the margin is high”. As regards cumbersome protedure

- for advances against warehouse receipts, he stated, ‘I am

sorry this has not been brought to my notice’.

The Committee would like the Department/CWC
to resolve the controversy regarding the difficult and
cumbersome procedure adopted by the banks for advances
against warehouse receipts- If the procedure is difficult
and cumbersome as stated by the M.D., CWC, the matter
should be taken up at the highest level with the concerned
authorities with a view to finding ways and means to
simplify the procedure so that farmers and producers
derive the maximum benefit out of the scheme of insti-
tutional credit through warehouse receipts.

The Committee are unhappy to note that ne proper
survey has so far been conducted for determining the
total requirements of storage space in the country as a
whole area/region-wise. They have been informed that
some ad hoc surveys have been made. The Committee
note that the Ministry has been stressing the need from
time to time in a number of conferences of Warehousing
Corporations and on the Managing Directors for
undertaking a survey, State-wise or area-wise. However,
no such survey has beed undertaken in a systematic
manner- The Committee desire that the Central
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Warehousing Corporation should undertake, in collabora-
tion with the State Warehousing Corporations, an
intensive survey in order to assess the extent of require-
ment of additional warehousing capacity in the country
and to decide locating new centres of all-India importance
and extending warehousing facilities wherever necessary.

The Committee note that the Corporation is
operating both in hired and own constructed godowns.
Out of the total storage capacity of 44.82 lakhs M.T. as
on 31.3.1983, more than 35%, of the capacity was in
hired godowns. The hired godowns are stated to be
more remunerative than own constructed godowns. The
Committee, however, suggest that more and more
warehouses should be built in the areas where warehous-
ing facilities are not available For this purpose the
Corporation should utilise the profits earned in good
areas for building godowns in ateas of less profitability
so that services of warehousing could be extended to
such areas. After all, there should be some cross-
subsidisation in activities like this.

The Committee further note that the construction
of warehouses by the CWC is proceeding at a slow pace.
This should be speeded up. In this connection, the
Committee would like to reiterate their earlier
recommendation made vide para 3.6 of their 24th Report
that the CWC should be provided with sufficient funds
for building its net work of godowns throughout the
country so that it mav gradually come up to play
effectively, the role of handling of storage work for all
public undertaking in future. In reply the Government
had then stated that Committee’s recommendations had
been noted. The Committee would like to' know the
present position of the matter, i.e. the extent of funds
provided by the Government to C.W.C. for this purpose
and the amount of storge capacity provided by CWC and
utilized by the various public undertakings since 1979.

The Committee find that during 1981-82 and
1982-83, the Corporation had to close down 22
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Warehouses—14 in 1981-82 and 8 in 1982-83, a\; they
were found uneconomical and in some cases the ware-
houses which were hired for a specific period, were
surrendered. The Commitiee feel thst the closure of
warehouses implies that the initial surveys conducted by

- the Corporation were not very realistic. The Committee

need hardly point out that a closure of a warehouse
entails certain infructuous expendiiure especially when
the warchouses are own construction. They suggest that
the programme of construction of warehouses should be
taken up after examining thoroughly the business potential
at each centre so that warehouses may not have to be
closed down in future due to low utilisation of space.

The Sixth Five Year Plan envisaged construction of
a capacity of 2 million tonnes during 1980-85 ie.a
capacity of 1¢.25 lakh tonnes under General Warchousing
Programme and 3.75 lakh tonnes under World Bank
assisted project. On the basis of mid-term appraisal of
the Sixth Plan in 1982, the initial target for construction
of capacity under the General Warehousing Programme
was reduced from 16.25 lakh tonnes to 14.50 lakh
tonnes. Against the revised target of 14.50 lakh tonnes
of storage capacity to be created during the Sixth Plan
1980-85), under General Warehousing Programme,. the
capacity actually created was only 5.88 lakh tonnes in
the first three years leaving a capacity of 8.62 lakh
tonnes still to be achieved in the next two years. During
evidence, the M.D., CWC admitted that the progress of
the work had been rather slow. The main reasons, among
others, for the shortfall in the completion of the capacity
are stated to be a delay of more than one year in the
approval of terms and conditions for the operation of
large sized depots by the Food Corporation of India
which were cieared by Central Storage Committee in
July, 1981 and also delay by FC{in the allotment of
centres where CWC has surplus land to put up a capacity
of i3 lakh tonnes.

The Committee are distressed to note that the
progress made by the Corporation in the creation of
capacity during the first three years of the Sixth Five
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Year Plan has been extremely slow. The Committee
desire that all out efforts should be made to achieve the
balance capacity of 8.62 lakh tonnes according to the
schedule.

The Committee also regret to note that the matter
regarding allotment of centres by the FCI, where CWC
has surplus land to put up a capacity of 13 lakh tonnes,
has not been settled for so long. The Committee have
reason to believe that if the matter regarding cléaranc$
by the FCI of the capacity to be constructed by the CW¢C
had been settled in time, the exigency of the escafatiost in
the cost of land and construction leading to fevisi#f in
the outlay to Rs. 69.46 crores against Rs. S¥ &rores
would have been avoideds

"It has been stated that while every effoft is made
to avoid duplicationt, yet at times somte of the agencies
prefer to have thelt own storage at the cefitfes where the
Central Warehousing Corporation i dlréady operating.
According te the Managing Diré¥or, CWC this took
away a part of the market potentisf for warehousing thus
affecting the programme of ecomstruction envisaged for
the Central Warehousing Cerpofasion in the Sixth Five
Year Plan. The existence of #évéral agencies- who took
up construstion work at the same centres made the
programme of consfruction competitive rather than
mutually supportive. Altholgh the Secretary, Department
of Food stated t¥at the problem has been magnified too
much, the Cosmittee é&nnot but emphasise that there is
need for ecomplete éoordination in the construction of
storage godowns sfd in the operation of the same to
avoid duplication of efforts.

The Warehoursing Corporations Act, 1962 provided
for establishment of - Central Warehousing Corporation
and Sete Warehousing Corporations in each of the
Ststes. It also provided that the Central Warehousing
Corporation and the respective State Governments would
Be éduial shareholders in the State Warchousing Corpora-
tions so that an integrated approach could be made for-
the development of public warehousing activity in the
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country. The Food Secretary in evidence stated “There
may be occasional cases of difference of opinions, but by
and large they are working in an integrated manner.”
The Committee, however, find that sometimes the State
Governments appoint, Chairman/Managing Director of
the State Warehousing Corporations without obtaining
prior approval of the Central Warehousing Corporation

.as required under the Act, which is a pointer to the fact

that there is lack of coordination between the two
organisations in this regard. The Committee would like
the Ministry/Corporation to ensure that in the matter of
appointments to the senior positions in the State
Warehousing Corporations, provisions of the Act laying
down the prior approval.of the Central Warehousing
Corporation are strictly followed by the State Govern-
ments.

Under Section 35 of the Warehousing Corperations
Act, 1962, in case of any difference of opinion between
the Central Warehousing Corporation and State Warehous-
ing Corporations regarding their respective functions and -
powers under the Act, the matter shall be referred to the
Central Government for decision. The Committee feel
that in the operational areas, there is not much coordina-
tion as a number of State Warehousing Corporations are
reported to have urged the Central Government to set up
a Commission to review and redefine the operational areas
of both the Central and State Warehousing Corporations.
This is a matter of deep concern to the Committee. The
Committee would urge the Government to look into the
matter and take steps to resolve differences between the
two sets of organisations in field of their operations.

The Committee have been informed that the CWC
is required to set up warehouses at markets of all-India
importance and the State Warehousing Corporations are
to set up warehouses at district and taluk level. They
have been informed that the Government of India has
prepared the list of centres for operation by the CWC
and SWCs in each State in consultation with the State
Governments concerned so as to ensure proper coordina-
tion and to avoid overlapping of the functions of two
organisations. The Committee have also been informed
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that all out efforts have been made to avoid duplication
and competition between the two organisation at the same
centre. The Committee desire that the position should
be kept under continuous review,

The Committee are concerned to note that as many as
10 State Warehousing Corporations out of 16 have not
been functioning well and incurring losses. They desire
that the Central Warehousing Corporation should extend
a helping hand and provide more guidance to the State
Corporations directly or through its ncminees on the
Board of Directors of the State Corporations to put them
on sound footing. Besides, only such persons as are
able to devote sufficient attention to the work of a State
Warehousing Corporation and have the necessary expertise
should be nominated on the Board of Directors of a
SWC. The CWC should also Be more vigilant while
approving the appointments of Chairman and M.Ds of
the State Warehousing Corporations.

Section 19(2) of the Warehousing Corporations Act lays
down that the share capital of the State Warehousing
Corporations shall be subscribed by the Central Ware-
housing Corporation and the State Governmen:t on 50.50
basis. The CWC’s investment in the shares of the SWCs
as on 31st March, 1983 was Rs. 22.42 crores. The
Committee note that out of 16 State Warehousing
Corporations, 10 SWC’s have arranged their Annual
General Meetings of shareholders for the year 1981-82
and out of these 10 SWCs, 9 have declared dividend
varying from 0.25"), to 8%. Rajasthan State Ware-
housing Corporation which earned nominal profit, could
not declare a dividend during the year 1981-82 and the
remainicg 6 SWCs could not arrange Annual General
Meetings of their shareholder. for the year 1981-82
onwards.

The Committee also find that untill 1970-71, the CWC
did not receive any dividend cn the investment made by
it in the equity capital of the SWCs. They have been

. informed that since the CWC is obliged to make

paymeut of guaranteed dividend to its own shareholders

-
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and a large amount of its share capital has bzen invested
in the SWCs, the CWC had to pay the dividend on such
investment from its own resources/earning. The average
return on the investment made in the SWCs has -been
about- 2% only in the recent year, whereas the CWC has
to pay a minimum dividend @5.5"%, to its shareholders
adding an additional liability imposed on CWC for
payments of guaranteed dividend on the investment made
in the SWCs. The Committee have also been informed
that even when a State Warehousing Corporation earns
substantial profit there is a general reluctance to declare
a reasonable dividend.

The Committee feel that when the Act envisaged
share of equity capital in equal proportion, the share
capital of CWCs should also be guaranteed like the share
capital of SWC for the payment of a fixed minimum
dividend. This matter should be examined by the
Government in all aspects and effective steps, including
amendment of the Act, if necessary, may be taken.

The Committee also feel that since the average return
of 29, on the investment made by CWC in SWCs has
been very inadequate and there is a considerable strain
on the CWC due to additional liability for payment of
guaranteed dividend on the investment made in the SWCs,
some of the profitable business avenues should be
explored for the State Warehousing Corporations in
order to enable them to sustain their,growth and improve
their profitability.

The Committee desire that the Gevernment should
ensure in consultation with State Governments concerned
that the SWCs declare dividends wherever their profita-
bility position allows and there should be no hesitation
on their part to do so. The provisions of Selection 20
of the Warehousing Corporations Act, 1962 should be
complied with by ail SWCs.

The Committee find that at some centres, some of
the stocks are lying in the warehouses for long. For
example, large quantities of damaged fertilizers and sugar
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belonging to Hindustan Fertilizers Corporation, Food
Corporation of India, STC etc. were lying in the CWC’s
warehouses at Calcutta for several months. - The Corpo-
ration has stated that although deliveries are generally
taken by the private customers/fertilizers manufacturers
etc. according to the age of stocks, it is not practically
possible to adhere to the principle of releasing stocks on
first-in-first-out  basis due to various reasons.- The Cor-
poration has also stated that they keep on writing to the
depositors for taking delivery of the old stocks, but they
have not taken up the matter of lifting of old stocks by
the Public Undertakings at the Government level. The
Committee would like the CWC to use good offices of
the Ministries concerned to gst removed the old accumu-

lated stocks of public undertakings lying in the CWC'’s
wardhouses.

The Committee are concerned to note that the out-
standing storage charges of the CWC against depositors
particularly the Public Undertakings, have been continu-
ously increasing. The major defaulters. are reported to
be Food Corporation of India, STC, JCI, MMTC, CCI
etc. FCI and STC constitute more than 50, of the total
outstanding storage charges and these include Rs. 282.96
lakhs against FCI out of which Rs. 78.75 lakhs are
stated to be under dispute. The Committee recommend
that there should be stricter credit control.

From the material supplied to the Committee, it is
seen that although the Corporation can levy 121%, penal
interest for the period of delay, no interest is charged for
fear of loosing goodwill and cooperation of the Govern-
ment organisati ns, the major depositors, who arc utilis-
ing most of the space. The Committee feel that a credit
limit -should be fixed for all the Government Depart
ments, Public Undertakings, Cooperative Societies etc.
and all outstandings beyond this limit should carry inte-
rest at the Bank rate. The Committee are of the view

‘that charging of interest will make the defaulting depart-

ments more vigilant in making payments promptly. The
Committee would also like that dispute about amount of
Rs. 78.45 lakhs outstanding against FCI should be sorted
out without further delay.
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The Committee feel that in the matter of moaitor-
ing, the administrative Ministry has not played the role
expected of it. During the last 5 years, the Ministry
held only 6 meetings instead of 20. Although the
Ministry has claimed that there are other meetings where
the review takes place, the Committee cannot but stress
that in order to make the concept of accountability of
the enterprise to Government effective and purposeful,

the performance review meetings should be held every quarter
regularly as per guidelines issued by the BPE. It need hardly
be mentioned that such review meetings are mutually useful
to both the Undertaking and the administrative Ministry
in sorting out various problems, pushing through propo-
sals, expediting decisions and issuing necessary guide-
lines.
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