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INTRODUCTION .

1, the Chairman, Committee on Public Undertakings having beem
authorised by the Committee to present the Report on their pehalf,
present the Twelfth Report on Food Corporation of India.

2. The subject was examined by the Committee on Public Under-
takings (1970-71). That Committee took evidence of the representa-
tives of the Federation of All India Foodgrain Dealers’ Association,.
Delhi and the Roller Flour Millers’ Federation of India, New Delhi
on 16th December, 1970, the representatives of the Food Corporatiion
of India on 18th December, 1970. The Committee, however, could not
take evidence of the representatives of the Ministry of Agriculture
(Department of Food) due to sudden dissolution of the Fourth Lok
Sabha on the 27th December, 1970. The Committee on Public Under-
takings (1971-72) took evidence of the representatives of the Ministry
of Agriculture (Department of Food) on 9th and 10th August, 1971.

3. The Report was considered by the Committee on 25th and 28th
March, 1972 and adopted on the 28th March, 1972,

4. The Committee place on record their appreciation of the com-
mendable work done by the Members of the Committee on Public
Undertakings (1970-71) in taking evidence and obtaining information
for this report which could not be finalised by them because of the
sudden dissolution of the Fourth Lok Sabha.

5. The Committee wish to express their thanks to the Ministry of
Agriculture (Department of .Food)|State Governments|non-official
organisations and the Food Corporation of India for placing before
them the material and information they wanted in connection with
the examination of Food Corporation of India. They wish to thank
in particular the representatives of the Ministry|Undertaking|non-
official organisations who gave evidence and placed their considered
views before the Committee.

New DEeLHI; M. B. RANA,
April 12, 1972. Chairman,

Chaitra 23, 1894 (S). Committee on Public Undertakings.

x>



I
INTRODUCTORY
'A. Historical Background

The executive wing of the Food Department headed by the
Director-General of Food was responsible for purchase, storage,
movement, transport and distribution of foodgrains ever since the
inception of the Department of Food in 1942. As early as in 1946,
the Price Sub-Committee of the “Policy Committee on Agriculture,
Forestry and Fisheries” headed by Shri V. T. Krishnamachari had
‘held the opinion that “the enforcement programme cannot be carried
out with sufficient efficiency and despatch through the normal machi-
nery of a Government Department. It was felt that the working of
.a Government department involved procedural delays and that opera-
tional decisions could not be taken with the speed and elasticity
essential for market operations. Moreover, a departmental adminis-
‘tration did not provide the financial incentives indispensable for the
‘working of a commercial enterprise. The aforesaid Committee had
therefore, recommended the setting up of a machinery a kin to a
business corporation with its essential freedom and elasticity of
-operation.

1.2. The views of this Committee were reiterated and elsborated
by the “Foodgrains Enquiry Committee” presided over by Shri Ashok
Mehta in 1957. This Committee also felt that whereas the Ministry
of Food and Agriculture should continue to be responsible for formu-
lation of food policy and for measures like licensing of trade, orga-
nising fair price shops, imposing cordons, zones, etc., a separate orga-
nisation called the “Food-grains Stabilisation Organisation” under the
Ministry should be set up for “the specific functions of open market
purchases and sales, procurement of foodgrains and maintenance of
stocks.” This organisation, in their view, should, apart from the
work carried out by the Director-General of Food, “operate as a
trader in the foodgrains market with branches or agencies of its own
in all important mandis”.

1.3. The suggestions of these bodies were accepted by Government
only in 1964 with the enactment of the Food Corporation Act (No.
37 of 1964). Section 13(1) of the Act provides “It shall be the pri-
mary duty of the Corporation to undertake the purchase, storage.
movement, transport, distribution and sale of Foodgrains and their
foodstuffs”™ The Corporation was thus designed to take over the
executive functions of the Food Department.
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1.4. While it was felt that an autonomous corporate organisation
working on business principles would provide an organisational
structure which would be conducive to efficient management, policy
formulation as well as giving operational guidance to the Corpora-
tion was a function retained for the Government of India in the:
Department of Food. This was clearly incorporated in Section 6
(2) of the Food Corporation Act which reads as under:—

“The Board of Directors, in discharging its functions, shall act
on business principles having regard to the interests of
the producers and consumer and shall be guided by such
instructions on questions of policy as may be given to it.
by the Central Government.”

1.5. The Food Corporation of India was consequently set up on
the 1st January, 1965 to function as a Statutory Corporation wholly
owned by the Government.

1.6. The work relating to imports, internal purchase, sales, stor-
age, movement and distribution was gradually handed over to the
Food Corporation of India from time to time. The work relating to
imports of foodgrains as well as its handling, movement, storage and
distribution within the country handled by the organisation of the:
Director-General of Food (Department of Food) was transferred to
the Food Corporation in stages. A beginning was made on 1st
October, 1965 when port handling and internal distribution in the
case of all ports in' Kerala and Tuticorin port was handed over to
the Food Corporation of India. Similar work in relation to ports:
in the Southern and Eastern Regions was handed over to the Cor-
poration on 16th December, 1968. This process was completed with
the handing over of the ports in the Western Region to the Corpora-
tion on 1st March, 1969. With effect from 1st April, 1969 the Food
Corporation of India took up directly the work of importing from
abroad. The Food Corporation of India thus became the sole agent
of the Central Government for imports, purchase, movement, storage:
and distribution of foodgrains w.ef. 1st April, 1969.

B. Objects and Functions

1.7. The main objects and functions of Food Corporation of India
are:—

(i) To engage primarily in the purchase, storage, movements,
transport, distribution and sale of foodgrains and other
foodstuffs. It may also with the previous approval of the
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Central Government (a) promote by such means as it
thinks fit the production of foodgrains and other foodstuffs;
(b) set up, or assist in setting up of rice mills, flour mills
and other undertakings for the processing of foodgrains
and other food-stuffs and (c) dischargé such other func-
tions as may be prescribed or as are supplemental, inci-
dental, or consequential to any of these functions con-
ferred on it under the Act;

(ii) to ensure that the primary producer obtains the minimum
price that may be announced from time to time and to
protect the consumer from vagaries of speculative trade;

(iii) to take up state trading in foodstuffs on an appreciable
scale and to build up gradually buffer stocks;

(iv) to secure for itself a strategic and commanding position
in the foodgrains trade of the country, and

(v) to work with the active and continued cooperation of State
Governments and their machinery.

1.8. With the completion of the transfer of the executive functions
of the Food Department from April, 1969, the Food Corporation of
India became the sole agency of the Central Government for State
Trading in foodgrains. In a span of five years, it had extended its
activities both in terms of area of operation and the volume of
purchases and sales. The Corporation which was set up with the
object of securing a commanding position in the foodgrains trade, and
had started playing a dominant role in purchase, storage and distri-
bution of foodgrains in the country. The Corporation registered con-
siderable progress in building up and holding a buffer stocks of food-
grains towards the target of 5 million tonnes of buffer stocks to be
achieved by the end of the Fourth Five Year Plan (1973-74). Whilst
a major portion of the Corporation’s transactions related to commo-
dities like wheat and rice, which are traded on Central account, the
Corporation expanded and diversified its activities by trading in the
open market and entering the field of processing technology.

C. Statewise Review of the activities of the Food Corporation of India
during 1970-71.
1.9. A State-wise review of the. activities of the Food Corporation
of India during 1970-71 is given below:—
1. Delhi

In view of the rise in procurement of rabi foodgrains, FCI uti-
lised 24000 tonnes capacity godowns of the Central Warehousing
Corporation, in addition to its existing storage capacity.
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The region continued to meet the foodgrain requirements of the
consumers in Delhi and issued 2.00 lakhs tonnes to fair price shops,
roller flour mills ete. '

The progressive total purchases of foodgrains from the two re-
gulated markets in Delhi were 1069 tonnes including 332 tonnes of
wheat, 584 tonnes of gram and 100 tonnes of mustard seeds and 53
tonnes of coarse grains. These purchases were conducted under
the supervision of the quality control staff, who drew ramples from
the lots purchased, for laboratory analysis as well as evaluation of
price in relation to prescribed standards.

The region continued to function as the Central Reserve depot:
for storage and despatch of chemicals and stores to other units.
Assistance regarding storage and preservation was extended to Army
Purchase Organisation, Delhi Milk Scheme and the National Seeds
Corporation.

2. Punjab & Haryana

The impact of green revolution through the implementation of im-
proved farming methods was very great in Punjab and Haryana
where the Corporation launched a massive procurement drive.

The procurement of rabi and kharif foodgrains in this region was
37.76 lakh tonnes during the year. Over 19.46 lakh tonnes of wheat
were despatched to various Regions during the year. In addition, the
Corporation issued 5.87 lakh tonnes of wheat for sales. About 5.71
lakh tonnes of rice and 0.58 lakh tonnes of coarse-grains were des-
patched to various States from the region. About 0.14 lakh tonnes
of rice 0.28 lakh tonnes of coarse-grains were also sold during the
year.

The total storage capacity available in the region at the end of the
year was 10.19 lakh tonnes, including 6.87 lakh tonnes of owned
capacity. 1

A training programme was conducted at the Regional Office in
Chandigarh and 468 godowns and technical assistants were given
training.

3. Rajasthan

Unlike the year 1969-70 when Rajasthan was in the grip of famine,.
the year 1970-71 experienced satisfactory rainfall and increase in
frrigation facilities,
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During 1970-71, extensive procurement of bajara, jowar and maize
was undertaken under price support. The purchases made during the
year were 485 tonnes of wheat, 56,077 tonnes of coarse-grains, 6,827
tonnes of moong and other pulses, 40,600 tonnes of gram and 3,373
tonnes of mustard seeds.

Moong, gram and barley were purchased for meeting the require-
ments of the Army Purchase Organisation and mustard seeds were
despatched to West Bengal. A quantity of 1,250 tonnes of moong was
also sent to Kanpur for supply to Defence forces after conversion into

moongdal.

The storage capacity available in the region at the end of the
year was 2.17 lakh tonnes.

4, TIttar Pradesh

The activities of the Corporation increased in the region during
the year under review. The Corporation being the only agency to
ensuré price support measure in the region, all-out efforts were
made to prevent the price level from falling below the support price
in the mandis.

A quantity of 3.30 lakh tonnes of wheat and 1.18 lakh tonnes of
rice was procured. This included basmati rice meant for export.
In addition, 1.01 lakh tonnes of maize, 1,424 tonnes of gram and 3,008
tonnes of pulses and other minor food products and mustard seed

were purchased.

Deploying a large staff to ensure speedy lifting and movement of
grains in the Corporation operated in 217 mandis and through the
Provincial Cooperative Federation at 278 seed stores.

The tolal purchases of foodgrains were of the order of 5.53 lakh
tonnes. 415 lakh tonnes were sold. Of the total quantities pur-
chased, 0.5 lakh tonnes of indigenous wheat and 0.88 lakh tonnes of
rice were moved to the depots in other regions. Short distance
movement of stocks by road was also arranged to avoid accumu--
lation at tlie mandis and various centres.

At the ¢nd of the year, the total storage capacity available with
the region was 7.85 lakh tonnes.

5. Gujarat

In the absence of any procurement operations in the State, storage
functions 1eceived the main attention during. the year. The storage
capacity in the region was augmented by over 70,000 tonnes during
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ithe year including 20,000 tonnes of storage capacity constructed by
the Corporation. The total storage capacity available in Gujarat
.at the end of the year was 2.87 lakh tonnes.

Over 73,200 tonnes of indigenous wheat from Punjab and Haryana
:and 40,000 tonnes of imported wheat were received in the region.
The region also received during the year from other regions/ports
42,529 tonnes of indigenous rice and 21,000 tonnes of imported rice.

The regio:n issued over 91,000 tonnes of wheat and 39,000 tonnes of
rice. :

About 8,000 tonnes of maize were also sold to starch manu-
‘facturers under a running contract. Over 11,000 tonnes of gram
.and gram products were also sold by the region during the year.

‘6. Maharashtra (including P.O. Bombay)

For thz first time in the country, an experiment on discharging
bulk rapeseed through machines was conducted at the Bombay Port
by the engineering staff of the Corporation. An average discharge
of 1,702 tcnnes per day was maintained, as against the discharge rate
-of only 1,)00 tonnes under the Charter Party provision. Simultan-

eously weighing and stitching operations were conducted automati-
-cally in thie bagging plants.

Various operations for handling bulk fertiliser vessels were also

mechanised at Bombay, resulting in considerable savings on foreign
«exchange.

During the year under review 11.28 lakh tonnes of foodgrains
were imported including stocks in high seas and 5.75 lakh tonnes of

fertilizers were cleared at Bombay, Kandla, Bhavnagar and Marma-
-goa.

About 11.75 lakh tonnes of foodgrains were sold during the year.

At the end of the year, the region had 8.94 lakh tonnes of storage

capacity nride up of 6.83 lakh tonnes of owned and 2.11 lakh tonnes
of hired capacity.

7. Madhya Pradesh

The procurement of indigenous foodgrains made in the region
during the year was 5.51 lakh tonnes comprising of 0.06 lakh tonnes
of wheat, 5.43 lakh tonnes of rice and 0.02 tonnes of coarte grains
and other commodities. The off-take from the region during the
-year were 1.16 lakh tonnes made up of 0.86 lakh tonnes of wheat,
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©.27 1akh ‘tonnes of rice and 0.03 lakh tonnes of coarse grains and
other commodities. About 2.59 lakh tonnes of rice were despatched
4o other region during the year. The storage capacity in the region at
the end of the year was 3.75 lakh tonnes made up of 1.29 lakh tonnes
©of owned and 2.46 lakh tonnes of hired capacity.

8. Andhra Pradesh

The procurement in the region during the year was 4.48 lakh ton-
mes made up of 4.46 lakh tonnes of rice and 0.02 lakh tonnes of
«coarse grains. A substantial part of the rice procured was surren-
-dered 'to Central ‘Pool. Two modern rice mills had been completed
and commissioned during the year. The sales effected during the
year were 0.62 lakh tonnes of rice and 1.97 lakh tonnes of wheat. The
:storage capacity available at the end of the year was 4.87 lakh ton-
nes made up of 1.55 lakh ‘tonnes owned and 3.32 lakh tonnes of
hired godowns.

9. Ke'rala

"The Kerala region concentrated on imports from abroad and the
distribution of foodgrains ‘'to the nominees of the State Government,
comprising wholesalers and retailers. About 7.33 lakh tonnes of rice
and 1.05 lakh -tonnes of wheat were released from the region during
the year.

‘Twenty-seven foodgrain and four fertilizer vessels were cleared
at the ports in Kerala during the year and a quantity of 2.65 lakh
tonnes of foodgrdins and 0.13 lakh tonnes of fertilizers were handled.

The whole-sale distribution of foodgrains through 22 sub-depots
gn all the taluks of ‘the region, except Mallapuram, also continued.

At the end of the year, the net storage capacity available in the
region was 236 lakh tonnes.

10. Mysore

The region procured 5,982 tonnes of rice, 3,887 tonnes of coarse
grains ‘and 66 tonnes of wheat during the year. 385 tonnes of rice
and 1170 tonnes of wheat were also imported. The off-take from the
region during ‘the year ‘was 1:28 lakh tonnes made up of 0.61 lakh
tonnes of wheat and 0.67 lakh ‘tonnes of wheat products. The stor
age capacity in the region at the end of the year was 0.96 lakh ton-
mes made up of :0.65 .lakh :tonnes -of owned and 0.31 lakh tonnes of
hired capacity.

3489 LS—2.
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11. Tamilnadu (including, P.O. Madras);

The procurement of foodgrains in the region was about 93,000
tonnes made up of 80,000 tonnes of rice, 6,000 tonnes of coarse grains.
and 7,000 tonnes of wheat products. The wheat products (Maida)
were purchased for export to Ceylon Government. A large puart of
the rice procured in the State was surrendered to the Central Pool.
Three modern rice Mills were in operation in the State during the
year. The sales effected during the year were 4.67 lakh tonnes, The
region had a storage capacity of 2.66 lakh tonnes at the end of the
year made up of 2.02 lakh tonnes of owned and 0.64 lakh tonnes of
‘hired capacity. The quantity of foodgrains imported-at the ports
during the year were 8.81 lakh tonnes made up of 8.76 lakh tonnes
of imported wheat and 0.05 lakh tonnes of imported rice.

12. Assam (including Manipur)

The area of procurement operations was enlarged in Assam with
the taking over of the revenue district of Nowgong by the Corpora-
tion from the Apex Marketing Cooperative.

A quantity of 90,235 tonnes of paddy was procured from Gauhati,
Jorhat, North Lakhimpur, Silchar, Kokrajhar and Nowgong districts.
In addition, 594 tonnes of rice were also procured. Levy system not
being in vogue in the State, the mode of procurement was by way
of voluntary purchases through the agency of primary Cooperative
Marketing Societies and individual traders. Cooperatives, however,
were assigned an important role. More than 76 per cent of the totall
procurement was made by them on behalf of the Corporation during
the kharif year 1970-71.

The Corporation also undertook procurement on behalf of the
State Government on monopoly basis. The storage capacity in the
region at the end of the year was 1.22 lakh tonnes comprising of
0.45 lakh tonnes of owned and 0.77 lakh tonnes of hired godowns..
About 48,71 tonnes of paddy were also purchased in Manipur.

13. Bikar

The procurement operations of the Corporation are carried out
under statutory levy order and as a measure of price support im
Bihar. The two other main functions in the regjon are distributiom
and storage.

et e c—,
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Durihg the year 26,051 tomimes of rice and 3129 tonnes of paddy
were procured. Due mainly to the poor rabi crop in the State,
only 136 tonnes of wheat were procured.

With a view to protecting the interebts of consumers against
spurt in wheat prices, the Corporation introduced open sale of wheat
through weekly tenders and sold 13,308 tonnes. This had a solutary
effect on wheat prices.

The region also sold during the year 4.12 lakh tonnes of wheat
and 0.50 lakh tonnes of rice under the public distribution system.

Construction of additional storage godowns was under-way to
meet the growing requirements of storage. The storage capacity
was 1.85 lakh tonnes at the end of the year made up of 1.66 lakh
tonnes of owned and 0.20 lakh tonnes of hire godowns.

14. Orissa

With the setting up of the Modern rice mill at Hirakud by the
Corporation, a large number of millers, in the private sector, from
Sambalpur district were encouraged to modernise and expand their
rice mills by installing automatic par-boiling units and dryers.
Modernisation of their units has helped them to run the mills round
the year and obtain better out-turn of rice from paddy.

Due to floods in the coastal districts, the procurement of rice
during the year was only 2.75 lakh tonnes.

As in many other States, a crash programme was undertaken
in Orissa for the construction of godowns and the storage capacity
In the Region at the end of the year was 0.64 lakh tonnes. Five
phases of the construction programme were in various stages of im-
plementation.

15. Jammu & Kashmir

The Food Corporation of India has not yet extended its activities
to the State of Jammu & Kashmir. Even when it does so the main
direction, for the present at any rate, will be for storage and main-
tenance of buffer stocks in that State. The question whether it
should do so is still under the consideration of the Government of
India in the Department of Food. The Corporation is having its
activities in all the other States.



10

1.10, The Commmittec note that the activities of the Food Corpora-
tion of India cover all the States except the State of Jammu &
Kashmir. The question of extending some of the functions of the
Corporation to the State of Jammu and Kashmir is stated to be still
under the consideration of the Government of India. The Committee
recommend that a decision in this regard should be taken soon to
enable the Corporation to operate in that State and ensure remunera-
tive prices to growers and sustained supply of foodgrains at reasonable
prices to consumers. The Corporation should be permitted to under-
take the storage as well as procurement work in the State of Jammu
and Kashmir on the same lines as in other States.
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ORGANISATION

The organisational set up of the Corporation comprises of the
following: —

(i) Board of Directors including the Chairman and Managing
Director.

(ii) Executive Committee and other committees.
(iii) Offices and Agencies.

(iv) Boards of Management and other Advisory Committees.

A. Board of Directors

2.2. The organisational set up of the Food Corporation of India
is governed by the provisions of the Food Corporations Act, 1964.
Section 6(1) of the Act provides that the general superintendence,
direction and management of the affairs and business of the Cor-
poration shall vest in a Board of Directors which may exercise all
such powers and do all such acts and things as may be exercised
or done by the Corporation under the Act. It has been stipulated
therein that the Board of Directors, in discharging its functions,
shall act on business principles having regard to the interests of the
producer and consumer and shall be guided by such instructions on
questions of policy as may be given to it by the Central Government.
If any doubt arises as to whether a question is or is not a question
of policy, the decision of the Central Government thereon is final.

2.3. The Board of Directors of the Corporation consists of 12
Director viz. one Chairman, one Managing Director, three Wirectors
as representatives of the Ministries dealing with Food, Finance and
Cooperation, Managing Director of the Central Warehousing Corpo-
ration (ex-officio) and 6 other Directors. All the Directors of the
Corporation are appointed by the Central Government.

11
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2.4. The following persons held the office of the Chairman of the
Corporation from time to time:—

e e e LI _ \
Name Period
1. Shri T.A. Pai . s . . 2-1-65 to 3-1-66
(On expiry of Term)
2. Shri K. T. Chandi ) s . (i) 27-3-66 to 31-1-67
(Resigned) (as part-time Chairman)

(ii) 1-2-67 to 30-5-68
(as whole time Chaitm :n)

3. Shri Shah Nawaz Khan . 2-12-68 to 1-2-71
4. Shri Igbal Singh . . . . . 19-7-71 onwards.

2.5. The following persons held the office of Managing Director
for the period noted against each:—

Name Period

1. Shri C. Narasimhan . . . . 2-1-65 to 31-5-66
2. Shri C, R. Krishnaswamy Rao Sahib . 1-6-66 to 16-10-66
3. Shri N. P. Sen . 17-10-66 to 30-10-68

(resigned w.c.f. 31-10-68)

4. Shri J. A. Dave . . . . . 4-11-68 onwards

2.6. The Committee find that the Food Corporation of India have
got one full time Chairman and one full time Managing Director as
provided for in Section 7(1) of the Food Corporation Act, 1964. In
their Report on Public Sector Undertakings, the Administrative
Reforms Commission had recommended that a Board of Management
of the Public Sector Corporation should have a full time Chairman-
cum-Managing Director. The Government considered that recommen-
dation and decided that as a rule there should be full time Chairman
cum-Managing Director and in exceptional cases where the Chairman
might be only a part time one, there should be a full time Managing
Director. The Commititee recommend that Government should
explore the possibility and study the feasibility of combining the
posts of Chairman and Managing Director of the Food Corporation
of India in pursuance of their own decision.

2.7. The Committee also find that since the inception of Food
Corporation of India in 1965, the post of Managing Director has
changed hands thrice and the post of Charman has been held by four
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different persons so far during six years ¢f working of the Corpora-
tion. The Commmittee feel that such frequent changes at the top
level of an Underteking engaged in country-wide operations in
essentia] foedgrains are not conducive to efficient management. The
Committee therefore, urge that Government should discourage such
frequent clranges at the top level of management.

B. Erecutive Comunittee and Other Committees

2.8. The Board of Directors of the Corporation have constituted an
“Executive Committee” consisting of—

(a) The Chairman of the Board,
(b) The Managing Director, and
(c) Three other Directors of whom one is non-official.

2.9. The Chairman of the Board of Directors is the Chairman of
the Executive Committee. Subject to the general control, direction
and superintendence of the Board of Directors, the Executive Com-
mittee of the Corporation is competent to deal with any matter with-
in the competence of the Corporation.

2.10. The Corporation have also constituted separate “Func-
tional Committees” to deal with various operational and subject-wise
problems. These Committees are:

(1) Purchase /Sales Committee

(2) Basic Plan Committee

(3) Rice Mills Location Committee

(4) Central Storage Committee

(5) Economy Committee

(6) Plan Implecmentation and Review Team,

2.11. Asked whether before deciding upon the present organisa-
tional set up of the Food Corporation of India, the set up of any
other comparahle enterprise in any of the major wheat producing
countries e.g., U.S.A., Canada, Australia etc. was studied, the Corpo-
ration have stated that “no such study was apparently made”.

2.12. The Ministry of Agriculture (Department of Food) have
stated that in their opinion the present organisational set up of the
Food Corporation of India is “well suited” for the effective perform-
ance of the duties and responsibilities entrusted to the Corporation.
Improvements, adjustments and orientation were, it has been stated,
always possible and were constantly being made.
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C. Offices amd! Agencies .

213 The Head Office of the Corporationr is in overall’ cl‘)grge off
the activities of the Corporation. Ttrlays down broad policies; and is;
responsible for overall control and’ coordination of various units off
the Corporation.

2.14. The Corporation has one Chairman and one Managing Direc-
tor. They are assisted by ten functional: Managers and & Financiall
Adviser. The organisational set up of the Corporation is a func--
tional one, each Manager being responsible for a specified and well!

defined function. The precise allotment of these functions among:
various Managers is as under:—

1. Chief Commercial Manager

2. Personnel Manager

3. Manager (Planning and Research)

4, Manager (Engineering)

5. Manager (Movement)

6. Manager (Storage and Contract)’

7. Manager (Shipping and Port Coordination)
8. Manager (Quality Control).

9. Manager- (Security)

10. Manager (Legal).

Besides, the Corporation has also got a Secretary who is appoint--
ed by the Central Government.

2.15. When the Corporation was set up in 1965, its Head Office:
was located at Madras. With the expansion of Corporation’s activit-
ies in the northern, eastern and western parts of the country and'
further diversification of its operations, the need for closer supervi--
sion and continuous Liaison with Central and the State Governments
was increasingly felt and the Corporation, therefore, shifted its Head

Office from Madras to New Delhi in July, 1967 with the approval of
the Central Government.

2.16. The Corporation has 4 Zonal Offices, one each at Bombay,.
Calcutta, Madras and New Delhi. Each Zonal Office is under the:
charge of a Zonal Manager who exercises supervision in the Regions:
under his jurisdiction. He functions not merely as an intermediary
officer between the Regional Offices and the Head Office, but in a
way as a territorial extension of the Head Office. Zonal Managers
attend the Board and Executive Committee meetings and they keep-
a close liaison with the State Governments. Powers delegated to the:
Zonal Managers are indicated in detail in Appendix-I.
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2.17. No critical study of the organisational set up of the Corpo-
ration by any leading Management Institute in the country has beem
made.

D. Boards of Minagement and other Advisory Committees

2.18. Section 16 (1) of the Act provides that the Central Govern-
ment may on a request received in this behalf from the State Govern-
ment or Governments concerned or otherwise by notification in the-
official Gazette establish a “Board of Management” for a State or two:
or more contiguous States, to advise the Food Corporation of India:
on such matters if no State Food Corporataion is functioning in such:
State or States.

2.19. “Boards of Management” and Informal Advisory Committees:
are set up principally at the request of the State Governments con-
cerned in order to ensure harmonious implementation of policies to-
serve the mutual interests of the Corporation and the State Govern--
ments. At the beginning Boards of Managment were set up under
the provisions of Section 16 of the Food Corporation Act in Andhra
Pradesh and Orissa. Experience, however, showed that the forma-
tion of such Boards carrying with it rigidity in regard to its composi-
tion and functioning did not serve the purpose and conseqently it was:
considered expedient to set up “Informal Advisory Committees” in
other States, wherever necessary, which allowed the desired flexi-
bility in its set up and functioning. Such Informal Committees have
been set up in the States of Tamil Nadu, Kerala, Bihar, U.P., Madhya
Pradesh, Rajasthan and Assam.

E. Relations of the Corporation with the Ministry of Agriculture
(Department of Food)

2.20. The Food Corporation of India, though an autonomous body,
is guided by such instructions on questions of policy as may be given
to it by the Central Government. Thus the main function of the
Department of Food in the Ministry of Agriculture is to give instruc-
tions on matters of policy. For example the Department indicates
to the Corporation, the prices on which the Foodgrains are to be pur-
chased and issued, the rate at which incidental charges in the pur-
chase and distribution of foodgrains are to be allowed, the quantity
of foodgrains to be allocated to various State Governments, the quan-
tity of foodgrains to be imported from abroad and the size of the
buffer stock to be built up. At the apex of the Department of Food
is the Food Secretary. He coordinates policy formulation function of
the Department and provides operational guidance to the Corpora-
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ition. In this task, he is assisted by the Jeint Secretary (Policy). The
.Joint Secretary (Policy) /is also Director on the Board of
Directors representing the Department of Food. The Food Sec-
.retary is assisted by the Administration Division of the Department
\in tackling admiinistrative problems and by the Shipping Divison in
so far as the Port Operations were concerned. Certain subsjdiary
.activities of the Corporation like setting up of Rice Mills and other
technical projects are looked in by the Technical Division.

2.21. As food plays an important role in the economy of a country,
notwithstanding the full autonomy of the Corporation as a Commer-
cial Organisation, day to day consultations with the Department be-
-come necessary, even on matters which are not of policy nature. In
order to sort out such matters meetings are held between officers of
the Corporation and the Department of Food at appropriate levels.

F. Liaison with State Governments etc.

2.22. The formulation of the Corporation’s activities in any State
necessarily involve close consultation with the State Governments
concerned. Thereafter a high degree of coordination is required in
the actual implementation of purchase and sales programmes: It
has been stated that towards this end, frequent meetings and discus-
sions are held with the representatives of the State Government,
District authorities etc. Likewise coordination is also maintained
with the activities of other agencies like the Railways, Port Trust,
.ete.

2.23. The Food Cerporation of India was set up at a time when
the country was faced with shortage of foodgrains and there was
imperative need for building up buffer stock primarily from imported
foodgrains to meet any contingency. Now that India has become
practically self-reliant in foodgrains, the main emphasis in the
-operations of the Corporation will have to be on price support
measures to benefit the producer so as to sustain his enthusiasm for
increased production. It is equally important that foodgrains should
be made available through fair price shops, particularly to the weaker
sections of the sociely at reasonable prices. This twin objective can
be achieved only if the overheads incurred by the Corporation in
the handling operations are kept to the minimum by organising its
activities in a most efficient and rational manner. Now that the Cor-
poration has been functioning for several years and there is a new
trend discernible in the range and scope of its functions, the Com-
mittee would like Government to have its organisation and working
- critically examined early with a view to reduce handling charges.
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PROCUREMENT
A. Objectives of Procurement Policy

3.1. The Corporation devoted initial period of three months follow-
“ing its establishment on 1st January, 1965 to building up an appro-
priate organisational base. It was in a position to commence opera-
tions from the beginning of the financial year 1965-66, corresponding
to the later part of the crop year 1964-65. The basic territorial unit of
the Corporation is a State. The Corporation generally functions as
an agency of the Central Government or the State Government con-
-cerned in the operations undertaken by it in each State. The terms
and conditions of these are generally governed by the decisions of
the Central or State Government, as the case may be. In its pur-
~chase and sale operations, the Corporation is expected to be guided
by the princjple laid down by Section 6(2) of the Food Corporations
Act, 1964 that it should function in the interests of both the pro-
-ducer and consumer,

B. Targets and Performance

3.2. Targets of procurement and performance statewise for Rabi
and Kharif are given in Appendix II and III respectively. Percent-
-age shortfall in the achievement of targets was as under: —

" Percentage

Period Target Procurement Shortfall”
Excess
Rabi
Apr. 68 to March, 69 . . . . 7,25,000  20,12,977 (=)178
Apr. 69 to March, 70 . . . . . 27,58,500 24,16,600 (—)12°40
Apr. 70 to March, 71 | . . . . 32,38,500  32,75,000 1'13
Kharif
Nov. 67 to Oct. 68 . . . 26,27,000  23,69,990 (=97
Nov. 68 to Oct. 69 . . ) , s 24,80,500  23,10,336 (—)6-9
Nov. 69 to Oct. 70 . . . . . 24,31,500 22,61,600 (—)6:09

3.3. In a reply furnished after the evidence, the Ministry of Agri-
«<ulture stated that the target of procurement of wheat and rice in the

17
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last two years and the actual procurement made was as under:—

(In 000 tonnes)

Wheat Target  Actual pro-
curement
1970-71 e e e e . 3,700 3,1 86~
1971-72 . . . . . . . 4,000 5,028
971-7 , e
Target Actual procurement
Rice Overall F.CI. Overall F.C.I.
procurement procurement procurement procurement
1969-70 . . . . 4,545 2,230 3,002 2,191
1970-71 . . . 4,700 2,855 3.125 2,537
(so far)

3.4. Since the Food Corporation of India was only one of the pro-
curing agencies for fulfilment of the overall targets, it fixed its targets
in consultation with the Central Government and the State Govern-
ments on the basis of share of procurement allotted to the Corpora-
tion. For the marketing season, 1971-72, the Agricultural Prices
Commission had recommended a target of 4 million tonnes for wheat
which was considered feasible by the Central Government and State-
Governments. Since all wheat procured in the surplus States was
ultimately handed over to the Food Corporation of India, the Food
Corporation of India also fixed its target at 4 million tonnes of wheat.

3.5. The Agricultural Prices Commission had recommended a
target of 4.7 million tonnes or rice for the year 1970-71. Considering
the fact that overall procurement of rice during the previous year
was only about 3 million tonnes, it was felt by Government that the:
target recommended by the Agricultural Prices Commission was too
high. The target was, however, accepted in view of the Government’s
emphasis on maximising internal procurement particularly in view of
the fact that the Government was committed to do away with all
concessional imports by the end of 1970-71.

3.6. The target of wheat has already been exceeded. It was now
expected that the procurement of wheat during the current season
would be about 5.2 million tonnes. There may not thus be an overall
gap in the requirements of foodgrains for public distribution to be
met from imports during this year. The imports of 1.7 million tonnes

of wheat which have been planned would go to augment buffer
stocks.
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3.7. The Ministry of Agriculture have stated that the overall pro-
«curement targets were fixed by the Government on the basis of the
recommendations made by the Agricultural Prices Commission. The
Agricultural Prices Commission while fixing the procurement targets
took into account the crop prospects, market availability demand for
public distribution system and the needs for building buffer stock,
keeping in view the Government’s resolve to stop all concessional im-
ports of foodgrains after 19M. The targets recommended by the
Agricultural Prices Commission were reviewed by Government in
consultation with Chief Ministers at the Chief Ministers’ Conference
which is held before each harvest season. Since the Food Corpora-
tion of India was only one of procuring agencies for fulfilment of the
overall targets it fixed its targets in consultation with the Central
“‘Government and State Governments on the basis of share of procure-
ment allotted to the Corporation.

3.8. It has also been stated that Government kept a continuous
‘watch on the progress of procurement. Periodical returns were
being received from F.C.I. by the Government. The returns were
examined and the problems of procurement were discussed with the
Managing Director and other senior managers of the Corporation to
solve the day to day problems of procurement. Periodical review
meetings were held by Food Secretary and when necessary by the
Minister and Minister of State with the F.C.I. in order to discuss pro-
blems of mutual interest. To resolve the difficulties in the field, tours
‘were undertaken by the senior officers of the Department as well as
‘by the Ministers,

3.9. Asked whether an enquiry was held to enquire into the caus-
-«es of shortfalls in achievement of targets, the Ministry of Agriculture
(Department of Food) stated that as Government was keeping a
‘watch on the progress of procurement and was taking remedial ac-
‘tion as and when problems arose the Government had not felt any
necessity to hold an enquiry into the causes of shortfalls.

3.10. The Committec find that since 1967 there had been shortfalls
'in achievement of targets of procurement ranging from 6 to 12 per-
«cent despite the fact that Government had been keeping a watch on
‘the progress of procurement in more than one way and taking
remedial measures as und when problems arose. The Committee feel
that whenever shortfalls in achievement of targets of procurement
woccur beyond a certain level in future, an investigation should
‘invariably be carried out by Government to find out what had caused
‘these shortfalls and device remedial measures for future.
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C. Procurement Pglicies of State Governments

3.11. The Committee were informed by the F.C.I. that in Punjab-
in the years 1968-69 and 1969-70 procurement was handled by the-
Food Corporation of India and Markfed on 50 : 50 basis but in 19%0-71
the procurement pattern was changed and the State Government
procured 10 lakh tonnes and F.C.I. and Méarkfed 7 lakh tonnes each..
In Madhya Pradesh, F.CI1. was allowed to undertake procurement in
1968-69 in the entire State but in 18970-71 procurement had been en-
trusted to Markfed in the entire State. Similarly in Haryana, F.C.I
was allowed to procure wheat directly from mandis in “1967-68" but
thereafter all procurement had been undertaken by the State Gov-
ernment and Hafed.

3.12. In a reply furnished after the evidence, the F.C.I. has ex-
pressed the view that if the State Governments kept on changing
their procurement policies, methods of procurement and the agencies
for procurement from year to year, it was bound to affect long term
planning of the procurement operations by the F.C.I. such as the-
man-power requirements, financial arrangements, storage capacity.
movement programmes etc. The Agricultural Prices Commission
after taking various factors into consideration had suggested that the
Food Corporation should be entrusted with purchase, movement and
storage of foodgrains at least in respect of procurement undertaken
for or on behalf of the Union Government. They had pointed out
that if this work was distributed between various agencies in the
States, 1t became difficult to plan and execute efficiently the entire
complex of operations involved. It also frustrated efforts at creating
quality conciousness in respect of foodgrains delivered by the pro--
ducers, the millers and the traders.

3.13. It was pointed out by the F.C.I. that in some of the States.
where the State Governments themselves undertook the procure-
ment operations particularly rice, they still left the price support
operations for paddy to the Food Corporation of India. It meant
setting up almost parallel organisation for procurement. Since the
inter-State movement of foodgrains was handled by the Food Cor-
poration of India. It should be the only procurment agency..
Further, Corporation managed the Central Pool (buffer stocks) on
behalf of the Central Government with all the responsibilities
attending to it. The Corporition was at present the sole procure-
ment agency for paddy/rice in some of the surplus as well as deficit
States such as Andhra Pradesh, West Bengal, Bihar. It was the
major . procurement agency in Assam, Tamil Nadu and Orissa. It
was only in Punjab, Haryana and U.P. that the State Governments-
undertook procurement through their’own agency and then handed
over the surplus to the Corporation for the Cenitral Pool. The Cor--
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poration feels that for reasons stated above, in these States-also, the-
work should be handed over to the Corperation.

3.14. Asked whether it was a fact that the State Government
had been compelled to change the policy because they were not
satisfied with the procurement operations or cast of the operations
of the FCI, the FCI stated that this was not a fact. On the other
hand the trend appeared to be to entrust more work to the Corpo-
ration. The Governments of Mysore, Tamil Nadu and Manipur had’
recently handed over a sizcable portion of this work to the Corpo-
ration. The States of Punjab and Haryana, had effected the change:
in order to have a large share of the procurement work. In Madhya
Pradesh the work of wheat procurement was transferred to Markfed
by way of mutual agreement between the State Governments and
the Food Corporation of India. The Corporation continued to be:
the procurement agency here for rice. There had been some changes
in the States of Orissa and Assam during the year. In all these,
the State Governments had more actively associated the concerned’
apex cooperative marketing society with the work. Since this was a:
part of the general Government policy to strengthen the coopera-
tives, this was not considered as an adverse comment on the work-
ing of this Corporation.

3.15. In a reply furnished after the evidence the Ministry of Agri-
culture (Deptt. of Food) opined that if the State Government kept
on changing their procurement policy., method of procurement and
agency of procurement from year to year it certainly affected long
term planning by Food Corporation of India regarding manpower:
requirement, financial arrangements storage capacity and move-
ment programmes. The Ministry has clarified that Food is a con-
current subject and in terms of national policy settled in consulta-
tion with State Governments, procurement policy had to be decided
by the State Governments keeping in view the local conditions im
consultation with the Central Government. The only feasible method
to convince the State Governments to have relative stability in the-
policies was to convince them of the necessity of the same. It was
stated that this was being emphasised from time to time in Confer-
ences, discussions, correspondence, etc.

3.18. The Committee are concious of the fact that food iIs a con-
current subject under the Constitution and hence the procurement
policy had to be decided by the State Governments keeping in view
the local conditions, in consultation with the Central Government.
The Committee, however, recommend that Central Government
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-should utilise the forum of Chief Ministers’ Conferences and urge
wupon the State Governments to evolve their procurement policies on
a stable basis so that changes from year to year or even during the
.course of a year in such policies are obviated. The Committee are
of the view that stability in procurement policies is vital for effective
implementation of food policy. It is to be achieved by the Central
“Government and the State Governments by mutual consultation and
above all by making the operations of the Food Corporation so efficient
-and economic in the field as to win the confidence of the agriculturist,
‘the consumer and the local authorities, A

D. Methods of Procurement

3.17. The methods adopted by the Corporation in its purchase
«operations depend on the nature of the grain, the procurement
policies of State and Central Governments, targets of procurement
:and provisions of the statutory orders under which the Corporation
functions. The following methods are generally adopted:—

1. Collection of producer’s levy at prescribed purchase cen-
tres through commission agents.

2. Collection of levy on millers at rail-heads depots.
3. Purchase in regulated markets at fixed prices.

4. Purchase in regulated markets by exercising right of pre-
emption either by the Corporation’s Officers or by the
Officers of State Governments.

5. Purchase in mandis, other than regulated markets, either
by bidding or negotiation.

6. Purshase direct from producers at centres established by
the Corporation without intermediaries.

3.18. Giving evidence before the Committee on 16-12-1970 the
‘representative of the Federation of All India Foodgrain Dealers
.Associations, Delhi expressed the view that the Food Corporation
-should not be given any monopoly, privileges or priorities and that
*#it should function in open competition with the private trade in the
«country. This, he thought, would benefit both farmer and the con-
sumer. Farmer would get a better price for his produce if there
were more than one buyers. The Committee pointed out that every
‘manufacturer determined the price of his products. Farmer was the
only producer who brought his produce to the market and it is the
‘trader who fixed the price for it. The Committee enquired
‘whether it was not a fact that with the setting up of the FCI, the
iposition had changed and now the farmer was assured of a



minimum price for his produce. The representative of the
Federation said, “the trade agreed that floor price should be fixed
and the farmer should have a guaranteee of the rate at which his
produce will be bought. We are not against that. But if a trader or
big customer or Government gives more than the floor price, thon
you should not complain about it The witness added, “the question
is who—FCI or trader pays more. We do not say that we pay the
farmers more. What we say is that there should be competition”.
The representative also contended that- monopoly procurement or
procurement by levy created scarcity of foodgrains and blocked
Government funds.

3.19. In a reply furnished after the evidence, the Ministry of
Agriculture (Department of Food) have stated that the policy of
method of procurement was decided in consultation with the State
Governments. The method of procurement varied depending on the
nature of commodities and the local situation. In case of price sup-
port operations which were being carrled on in respect of wheat,
paddy and coarse grains, purchases were made through the open
market. In case of open market purchaces, the procuring agencies
like the Food Corporation of India. State Government and Coopera-
tive Marketing Federations, purchased these grains either through
procuring agents or through co-operatives and at direct purchase
centres.

8.20. In the case of rice, so far compulsory procurement had been
the major method of procurement. Compulsory procurement was re-
rorted to as the increase in rice production so far had not been ade-
quate in relation to the demand for this grain. The choice of methods
of procurement such as monopoly procurement, producer’s levy,
millers’ and dealers’ levy had been left to the State Governments to
“decide keeping in view the local conditions and traditional practices.
As in the case of rice, Maharashtra and Mysore were also procuring
jowar under monopoly procurement and producers’ boy respectively

s “jowar” was required for the dictribution requirements of the
States. With the situation of emerging surpluses more and more
quantities of all grains were being procured as price support opera-
tions and the method of compulsory procurement was being gra-
dually substituted by a system of price support operations through
the open market.

3.21. After the setting up of the Food Corporation of India in
January, 1965 the country suffered from one of the worst famines in
history during crop years 1965-66 and 1966-67. Even though the
bulk of the deficit was met by imports, every possible effort was
made to mobilice internal procurement by a system of compulsory

3489 LS—3.
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levy. The system of compulsory levy varied from ‘State to State and
grain to grain depending on the nature of the problem in the indi-
vidual States. Since the commencement of the crop year 1967-68
the food production had been continuously going up consequently
easing the food situation. With the easing of the food situation the
Government in consultation with the State Governments had been
following a policy of liberalisation in respect of wheat and coarse
grains. With the first bumper harvest year 1967-68, compulsory pro-
curement of wheat was given up. Beginning with crop year 1967-68,
compulsory procurement of coarse grains had also been gradually
given up. In respect of these grains procurement was bemg done as
a price support measure.

E. Procurement Through Cooperatives

3.22. The Corporation have intimated that the percentage of pro-
curement of Wheat and Rice (including Paddy in terms of Rice)
made (a) direct from farmers, (b) through Cooperatives and (c)
through middlemen, total procurement was as under:—

A. Wheat
Period Direct Through Through
fnfr?n‘:rs Oot?\?eesr v l\fx:::(l g;
Rabi
Apr. 66--Mar, 67 . . . 12:6 —_ 87:4
Apr, 67—A-Mnr. 68 . . 18:7 10°7 70-6
Apr, 68—Mar, 69 . . ., . . . 4's5 41°4 541
Apr, 69—Mar, 70 . . . 0’9 491 so-o
Apr. 70—Mar, 71 . . . . o1 41°1 s8-8
Apr, 71—Mar. 728, . ., . ., . 0'9 38-1 61°0
) B. Rice and Paddy in terms of Rice
Kharif
Apr, 65—0Oct, 65 —_ _ 100°0
Nov, 65—Oct, 66 . . . . . -— 25 97'S.
Nov, 66—~0Oct, 67 . s . . . . 02 987
Nov, 67--Oct, 68 . . . . . 1°0 2+4 966
Nov. 68—-Oct, 69 . . . . . 10 26 96-4
Nov, 60—Oct. 70 ., . . . . ) 3'3 4 92:2
Nov. 70--Oct. 71, ... 34 78 88-8
Nov. 71—Oct. 72(a) ... 13 ‘90 897

Note ¢ m l'lzu:‘é« for Nov. 71—Oct. 72 (Kharif) ‘and Apr y1—Mar, 72 (Rabx)
are provisional and represent the position upto different dates.
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(b) In compiling this information, procurement made by any
of the following methods has been accounted for as having
been made through ‘middlemen’: —

) R1ce|Paddy'Wheat taken over from State Govemment
as in the case of Punjab, Haryana, M.P. ete.

(ii) Rice procured from Millers under statutory levy as in
Andhra Pradesh, under leavy and offer in Madhya

_ Pradesh.
(iii) Wheat and Rice purcha-ed in different regions by Pur-
chase Agents appointed by the Food Corporation of
India.

3.23. Asked whether it would not be in the larger interests of
‘farmers and consumers if the Food Corporation of India made all its
‘purchases directly from the farmers or through the agency of coope-
ratives so as to eliminate intermediaries. Agreeing with this view,
‘the Ministry of Agriculture stated that it is an imporant plank of pro-
-curement paolicy to eliminate intermediaries to the maximum extent
possible. The Government have issued directives (which the Corpo-
ration is implementing) to adopt measures for increasing involve-
ment of cooperatives in the procurement system. The cooperatives
-agencies such as producers’ cooperatives, cooperative seed stores and
village cooperatives were being utilised as agents of Food Corpora-
tion of India to the maximum extent possible. Cooperative marketing
‘federations partlcularly in the States of PunJab Haryana, and U.P.
‘were also entering “mandis” directly as “pucca arhatias”. In addi--
‘tipn to the involvement of cooperatives, the Government had also
:advised the Food Corporation of India to open direct purchase points.
“This policy was reviewed at the meetings of Food Secretaries held in
‘New Delhi between 16th and 18th of August, 1971 and Foocd Ministers’
‘Conference held on 19th August, 1971. The State Governments had
agreed to increase the involvement of cooperatives which currently
is about 25 per cent of total procurement in a phased manner in the

«coming years.

3.24. In another reply, the Ministry of Agriculture intimated that
"before the start of current Rabi Operations, the question of involve-
ment of cooperatives in the procurement opérations was reviewed at
length with the National Cooperative Developnient Corporation. The
matter was also reviewed by the Agriculture Ministry in a meeting
‘faken by the Minister of State for Agriculture. As a result of these
discussions. the field staff was directed to ensure greater involvement
of the cooperatives in the procurement operations. It has been de-
«cided that the Corporation would operate mainly through coopera-



tives and only where the cooperatives were not.forthcoming, the-
services of the private trade would be utilised... Wherever it was.
possible, the Apex Cooperative Marketing Society would be appoint-

ed as the Agent of the Corporation. Where,; however, the Apex

Society was not in a position to undertake the.re ponsibility, the

Corporation would operate through other cooperative societies -
Where it became necessary to involve both cooperatives and private

trade, as far as possible the areas for the two agencies would be-
clearly demarcated. The Corporation would also be utili-ing the

Cooperative rice mills to the fullest extent. It wowld be giving

suitable financial assistance to the cooperative rice mills en mutually

acceptable terms. It had been noted that in some cases there were

difficulties at the lower level. Wherever state level committee: were:
functioning these would be strengthened by the inclusionr of the

representative of the State Cooperative Department. Elsewhere such

coordination Committees would be constituted.

3.25. Procurement through direct purchase points had also beem:
stepped up. During the year the Corporation gave an advance of
Rs. 4 crores to the Provincial Cooperatives Federations; U.P. fer
procurement purposes. Similarly in Madhya Pradesh Rs. 34 lakhs.
were advanced to the Cooperative Banks, interest free as operatiomal
funds for cooperative societies. The Corporation proposed to comti--
nue these efforts. For the current “Kharif” it was intended to involve
the cooperatives in still bigger way. More direct purchase centres
would be opened. '

3.26. The Cmmittee are perturbed to find that FCI's direct pre--
curement of foodgrains from farmers had been so low thet it
ranged between 0.1 to 3.4 per cent of the total procurement dwrimg
the last three years. The Committee also find out that the curremt
involvement of co-operatives is only 25 per cent of total precmve-
ment. This involvement is not adequate. The Committee are ghad’
to learn that the Government have agreed to increase the imvelwe-
ment of co-operatives in a phased manner in the years to come. The
Committee fee] that if the Co-operative movement is to make amy
significant advance in the area of procurement of foodgraims, its
involvement should be stepped up from year to year on a programmme -
basis. The Commitiee would like the Government/Food Corporafies
of India to draw up a detailed plan of action for “Rabi” and “Kharif”
from year to year, to achieve this objective. Where the co-operafives
are not functioning, direct purchase centres may be got opemed im
consultation with State Governments so as to procure the foodgrains
directly from the producers without the intervention of Arhtias:
and other middlemen.
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“F. Multiplicity of Procurement Agencies

327. The following agencies are engaged in procurement opera-
tioms for wheat and rice:—

W heat
Pumnjab . . . . (1) Food Corporation

(2) Marketing Federation
(3) State Government.

Farynon © (%) St Marketing Society.
Rice
Assam . . . . , (1) Food Corporation
(2) Appex Marketing Society/Federation
Madhya Pradesh ) ’ ! ' ((;)) l;%opdcxcgdrgggggg Society/Federation
QOdiesa . . . (1) State Government

(2) Food Corporation.

328. The Food Corporation of India has claimed that it is “ade-
-gmately equipped organisationally and otherwise” to take over the
procurement work effectively from the State Governments. The
Corparation has all along been of the view that the entire pro-
curement work in the States should be handed over to it, and in any
<ase the prccur-ment for and on behalf of the Central Government
should be undertaken exclusively by the Corporation,

During evidence, the Chairman, Food Corporation of India stated,
“Personally if you ask my opinion, I think it is not advantageous to
"have too many agencies functioning in the same area but it is the
‘State Government which lays down the policy. We would prefer
.omly single agency procurement.

‘329. In their reply furnished after the evidence the Government
"have stated that they agreed with the views of the Corporation in
puinciple but in actual practice, however, adjustments were required
%9 be made to allow other agencies depending on the volume of work
amd other local conditions. In areas such as Punjab, Haryana and
UYP., where large scale procurement of wheat was necessitated on
ascount of price support during a short span of about 2 to 3 months
between May and July it was not possible for a single agency to
efficiently handle the entire market arrivals. In such cases, Gov-
«exmment felt that it might be desirable to have more than one agency
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like the Food Corporation of India, Markfed and the State Govern-
ment.

3.30. The Committee note that procurement of wheat and rice in
various States is at present heing done by multiplicity of agemcles;
namely, the State Governments, Food Corporation of India and Mar-
keting Societies/Federations, etc. The Committee feel that if pro-
curement operations are handled by a multiplicity of agencies it was
bound to give rise to problems of coordination, costlier overheads
and what is more, render the task of long term planning dificult
The Committee, therefore, recommend that Government should take:
up this problem with the Chief Ministers of various States and strive-
to evolve an agreed pattern which would assure the Food Corpora-
tion of India a major role in price support and buffer stock opera-
tions.

G. Annual Turnover

3.31. The total purchase and sales turnover of the Food Corpora-
tion of India since its inception had been as follows:—

( Rs. ¢ rorcs)

Year Purchase  Sales Toml
1965-66 . . . 158-94 13067 289- 61
1966-67 . . . . . . 24187 251 .y 13w
1967-63 . . . 439-89 38462 824-42
1968-69 . . . . 71469 567°20  1281-89
1969-70 . . . 683:63  759'SS  1443°18
1970-71 . . . . 00 684-00 142300

(Provisional) 739 4 423

3.32. The Committee note that the turnover of the Food Corpora-
tion of India has registered marked growth from Rs. 289.61 crores in
1965-66 to Rs. 1423 crores in 1970-71. The Committee, however, feol
that efficiency of a trading enterprise like the Food Corporation of
India had to be judged more on the basis of the service it renders to
farmers and consumers in the country than on the basis of turnover
alone,

H. Regulated Markets

3.33. A regulated market serves as a means for promoting orderly
marketing, adovtion of fair trading practices and maintenance of
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competitiye conditions in buying and selling, It strengthens the
position of the cult;vator and enables h1m to obtpm a fa1r pnce for
his produce.

3.34. During the evidence, the Chairman, Food Corporation of
India stated that where the Regulated markets were developed well,
they were performing an excellent function in ensuring the interests
of farmers he added, “it is a good institution and we would like the

State Governments to encourage it.”

3.35. During evidence of the Ministry of Agriculture (Deptt. of
Food), the Committee enquired how far regulated markets had play-
ed an effective role in ensuring fair price to the producers which was
one of the main objectives of the Food Corporation of India. The Food
Secretary stated that regulated markets were constituted long be-
fore the Food Corporation of India came into existence. Their aim
was to protect the interests of producers and to ensure fair play in
trade. Regulated markets is a State Subject. All States with the
exception of two or three States had passed necessary legislation on
the subject. Implementation of these laws varied from State to
State. The Food Secretary was of the opinion that States like
Punjab, Haryana, Maharashtra, Gujarat and certain other States in
the South had followed the laws strictly and ensured fair play. In
certain other States, important markets had not been classified as
regulated markets. FCI are the principal customers of the regulated
markets. 2145 out of 3406 markets were regulated markets in India.

3.36. The Committee note that some States have still not passed
the necessary legislation to establish regulated markets and that out
of 3406 markets in the country as many as 1261 are not regulated.
The Committee cannot too strongly stress the need for establishment
of regulated markets in all the States for these are the best means
of assuring a fair deal to the farmer as also facilitate the task of any
Government agency like the Food Corporation of India to procure
foodgrams in well regulated conditions. The Committee also wish
to draw in this conmection attention of Government to the recom-
mendation made by the Estimates Committee (1960-61) in para 77
of their 128th Report on the Directorate of Marketing and Inspection
(Ministry of Food. .and Agriculture), wherein it was stressed that (i)
States which had not enacted legislation for regulatxon of markets
should be persunded to do so; (ii), constitution of Market Committee
should be uniform; (iii) representation of growers in market Com-
mittees should not be less than 50 per cent; (iv) rates for various
Commodities should be widely disseminated, among producers;
and (v) grading facilit;es shopld be provided to make the producers
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quality conscious. The Committee would like concerted measures
to be taken to achieve these objectives in the interest of the producer.

I. Market Intelligence

3.37. One of the major wheat producing State in India has ex-
pressed a feeling to the Committee that in the matter of procure-
ment, the machinery of the FCI needed streamlining particularly in
market intelligence. The State Government has pointed out that
the opportunity for maximum purchases was when prices came down
to the level of support prices and there were peak arrivals of wheat
in “mandis”, i.e., during the months of May and June. The time
factor and speed were of utmost importance. It was pointed out that
FCI was not quick to swing into action in time and effectively, with
the result that its total purchases in that State had been less than
the target set by itself.

3.38. In their post-evidence reply, the Corporation informed the
Committee that in June, 1969 Quality Supervisors drawn from all
the Zones were trained in the reporting of information on (i) crop
forecasts, (ii) market arrivals, (iii) trade stocks, (iv) prices in the
producing secondary and terminal markets, and (v) market senti-
ments. The Regional Managers were utilising their services in the
preparation of fortnightly reports sent to the Head Office on the
above aspects. In addition to this the Head Office kept itself inform-
ed about the latest trends in prices, market arrivals and stock posi-
tions with the trade from the information being compiled by the
Directorate of Economics and Statistics from various markets all
over the country. Wherever necessary, this was also supplemented
with price data from the daily newspapers and telexes from the pro-
minent markets. The Corporation was considering further strength-
ening of these arrangements particularly the training of its person-
nel for the work. The stipulated arrangements were only a begin-
ning in this direction and efforts were being made to streamline the
procedure particularly with regard to the intelligence information
and its adequacy as a reliable indicator of market sentiments.

3.39. In a reply furnished after the evidence, the Ministry of Agri-
culture have stated that the schemes for procuring different food-
grains by the FCI in the States were being drawn up in consultation
with their Regional Managers who were in touch with the field staff
and also in consultation with the State Governments with regard to
likely crop prospects, marketable surplus and quantities to be pro-
cured etc. The Food Corporation was also being supplied by the
Directorate of Economics and Statistics prices of various foodgrains
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«on daily basis collected from all important markets of the country
-including those in U.P. A bi-weekly bulletin on wholesale and retail
Pprices was brought out by the Directorate of Economics and Statistics
every Monday and Wednesday which was also supplied to the Food
Corporation of India. Procurement Programmes were constantly
under review in the light of the market trends and feed back receiv-
ed from the field staff both at the Regional Office and Head Office.
Any drawback which come to notice was immediately locked into
and corrective measures taken.

\

Government therefore, feel that the present procurement machi-
nery of FCI, particularly market intelligence was quite adequate.

3.40. The Committee need hardly stress that marketing intelligence
is the key to market operations and therefore no pains should be
spared in making it as precise and as realistic as possible. At the
€Conference on Agricultural Marketing held at New Delhi in Septem-
‘ber, 1969, the Economics and Statistics Adviser had conceded the view
point of representatives of State Governments that the information
that was disseminated was often out of date and lacked precision, as
it was for the Fair Average Quality. The Committee, recommend
that Government should co-ordinate and streamline the market
intlelligence operations of the Economics and Statistical Wing and
the Food Corporation of India in consultation with the State Govern-
ments so that the feeling among some State Governments that market
intelligence machinery was not equal to the task expected of it was
removed and what is more the market intelligence served as a
reliable basis of planning procurement operations by the Food

-Corporation. ’ T

J. Advisory Committees

3.41. The mmmstry of Food, Agriculture, Community Development
. & Co-operation (Department of Food), New Delhi constituted and
Advisory Committee for the Food Corporation of India by Not fica-
- tion No. 2044 dated the 1st October, 1966. The notification was suhse-
- quently rescinded by the Deptt. of Food vide Notification No. 4204
dated the 22nd November, 1968. Only one meeting of the Advisory
Committee was held on 28th December, 1967. An expenditure of
‘Rs. 9772 was incurred by the Corporation in connection with the
- meeting. The Committee consisted of 29 Members including Chair-
man, Vice-Chairman and Member-Secretary.

3.42. Advisory Committee known as “Boards of Management”
have been set up in Andhra Pradesh and Orissa Regions under Section
"16 of the Food Corporation Act, 1964. “Informal Advisory Committee”
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have been set up in the Regional Offices of the Corporation function-
ing in the States of Tamil Nadu, Kerala, Bihar, U.P., M.P., Rajasthan-

and Assam,

3.43. During evidence of the Ministry of Agriculture, the Committee-
enquired whether it would not be advisable to revive the Advisory
Committee which was set up by Government in October
1966 in terms of Section 11 of the Food Corporation Act, 1964
to advise the Central Government and Food Corporation of India but
was wound up in 1968. The Food Secretary stated that the-
Advisory Committee represented mostly trade interests and it was.
not quite so useful. Moreover, at about the same time, the Govern-
ment of India had constituted a Nationa] Food Council consisting of
economists, experts, administrators and people from public life to
advise the Government of India on matters of policy. He added that
at the State level, they had Boards of Management in certain states
and Advisory Committees in other States. These were presided over
by Chief Secretary or the Food Secretary of the State Government
concerned. ' '

3.44. During evidence the Food Secretary stated ‘“the best way
would be to have committees of the State Government officials, i.e.
the Chief Secretary, the Food Secretary, the Director, Civil Supplies,
Agriculture Secretary and on our side, the Regiona] Manager. and an
officer from the Centre and the Co-operatives. That will serve a use-
ful purpose and we can probably institutionalise it and rationalise it
and ensure that the frequency of meeting is more than it is now.”

3.45. The Committee recommend that Advisory Committees may
be set up at local or mandi level so that matters of local interest may
be resolved in consultation with representatives of all concerned by
producers, co-operatives etc.
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STORAGE
A. Buﬁer Stock

The Central Government have taken a decision to build up buffer
stock of foodgrains of 5 million tonnes by the end of the Fourth Five,
Year Plan, The stocks in hand with the Food Corporation of India
as on 15th June, 1970 were 3.73 million tonnes. The figure of stocks
as on lst March, 1972 was 6.66 million tonnes. Out of this about 15
to 2 million tonnes may be treated as pipeline stocks committed for
distribution through Public Distribution System at any given time.
Thus the buffer stock holding of the Corporation was 1.75 million
tonnes as on 15th June, 1970.

4.2. During the evidence of the Ministry of Agriculture, the Com-
miitee enquired whether the target of 5 million tonnes.of buffer
stock by the end of Fourth Five Year Plan was adequate to take care
of 100 per cent of contingencies for a period of 20 years. In reply,
the Food Secretary stated that studies were made both by the Econo-
mic and Statistical Advisers of the Department of Food and by the
Planning Commission to determine the quantum of buffer stock. He
explained, “If we provide for 100 per cent of contingencies, of course
the stock required will by very large. In fact, it was worked out
that if we provide for about 19 out of 20,years, we would have
required 6.10 million tonnes; this was in 1964-65. If on that basis,
we work it out now, it would come to about 13 million tonnes of
stocks.”

4.3. The witness added, “Because in some cases the crop is good
and in some others not so good, we cannhot provide for contingencies
of that type. So we tried to work out a more realistic contingency,
say, a bad season once in every three or four years and we came to
the conclusion at that time that about 4.3 million tonnes (which will
now come to about 7 to 8 million tonnes) would be enough. But we
felt that even this was a large figure because 7 to 8 million tonnes
buffer stock would mean 2.5 million tonnes more of operational stock
i.e. 10 million tonnes in all. We also felt that we could count on
some imports in times of emergency. So, what we really provide is
a normally bad season. When the season is particularly bad, as in
1987-68, we could rely on imports. In this matter, there should be a
balance of two factors—capacity to hendle and providing funds for
buffer. Have regard to this fact wh'l~ we should normally provide
for 7 to 8 million tonnes of buffer stock, we felt that 5 million tonnes

. 33



vplus 2} million tonnes of operational stock ie. 74 million tonnes
-would see us through a normally bad year.”

4.4. The witness revealed that they had got stock of 8% million
tonnes as against 74 million tonnes planned for the Fourth Plan.

4.5. The Committec are happy to note that the target of buffer
-stock of 5 million tonnes of foodgrains by the end of the Fourth
‘Five Year Plan fixed by the Central Government has already been
achieved because the present stock of foodgrains with the Govern-
-ment is stated to be about eight and a half million tonnes which in-
:cludes an operational stock of two and a half million tonnes.

B. Studies on storage

4.6. Since 1965 the following studies on storage and allied mat-
sters were taken up:—

(i) The report by Shri K. T. Chandy, Chairman of the Com-
mittee to determine the requirement of storage of Sout-

hern States by F.C.I., during the year 1965.
(ii) The report of the Special Group (A) of the working group
on storage/report of the working group on storage for the
Fourth Plan set up by the Planning Commission (1968-69).

(iii) A general study by Dr. A. N. Khusro on the economics
of the buffer stocks and storage of major foodgrains in
India (1969).

(iv) A study by the National Council of Applied Economics
Research (1970).

(v) Report of the Expert Committee on storage appointed by
the Planning Commission (1971).

C. Storage Capacity during the Fourth Plan

47. On the eve of the Fourth Plan, the storage capacity in posses-
sion of the Union Department of Food, the Food Corporation of
India, State Governments, the Central Warehousing Corporation,
"State Warehousing Corporations and Cooperatives was as under:—

(In million tonnes)

T Agency Owned Hired Total

(1) Food Corporation of India , . , . . 2:62 1°26 3-88
‘(2) State Governments . . . 1°40 126 2:66
(3) Central Warehousing Corporation . 0-6§ 031 0-96
(4) State Warehousing Corporations , 0-23 0-60 0-83
(s) Cooperatives . . 2-60 N.A. 2:60

TotAL . 7' 50 3:43 10 93

— — e — ——— c——
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Out of the total owned storage capacity of 7.50 million tonnes at:
the beginning of the Fourth Plan, the storage capacity available for-
foodgraing was 4.51 million tonnes as indicated below:—

Cap. Million Tonnes

Food Deptt. and Food Corporation of India 2,62
Stae Govts. 1.40
Central Warehousing Corporation 0.49

4.51

48. In its Report submitted in September, 1971 the Planning
Commission’s Expert Committee on storage has assessed that as on
1st April, 1971, the owned storage capacity available for public-
distribution and procurement of foodgrains was 6.04 million tonnes.
It has recommended that an additional capacity of 3.08 million
tonnes may be created by the end of the Fourth Plan i.e., 1973-74
when the need for storage capacity would aggregate to 9.12 million
tonnes on the basis of a procurement of 11.1 million tonnes of food-
grains, public distribution of 10.5 million and a buffer stock of 5-
million tonnes by 1973-74.

4.9. The Expert Committee has arrived at this assessment after
working out the requirements of storage for each district in the
country. The Committee has not indicated the additional opera-
tional space and has desired the Central Storage Committee to take
this factor into consideration while planning additional capacities in-
various Districts giving consideration to local needs. The Expert
Committee has also recommended that requirement of storage for
foodgrains in the Public Sector for Fourth Plan period should be
reviewed periodically with a view to make such adjustments as may
be necessary.

D. Storage Capacity of the Corporation
4.10. Storage accommodation available with the Food Corpora-
tion of India since its inception in 1965 has been as under:—

Available Storage Accommodation with Food Corporation of India
(In thousand tonnes)

Year Owned Hired New Construction Total
By FCI By CWC
on FCI

guarantee
1965-66 . . . $69:°00  549:00 - —  618:00
1966-67 . . . . 1,016°90 45416 34 §0 147°50 1,654'¢c6
1967-68 . . R . 1,176:90 460° 51 66° 25 272°50 1,976'16
1968-69 . . . . 2,203°40 2,078:-01 131° 50 287:50 4,790 41
1969~70 . . . 2,203°40 2,312°29 - S19°3S 446:66  5,571°70

1970-71 . . . 2,293°40  2,472°39 115809 326 11 6,249°99
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;. 4.11. Storage accommodation available with the ¥Food - Corpora-
‘tion of India has further increased to 7760.71 thousand tonnes .48

-on 1st November, 1971 (Appendix IV).

of this storage capacity is as under:—

The State-wise break up

Sl State Storage
No. accommo-
(Tho(\ix:tgg

tonnes)

1 Uttar Pradesh | 1450° 21
2 West Bengal 11719°38
3 Purjab 1117-98
4 Maharashtza 903°77
s Andhra Pradesh 481°04
6 Madhya Pradesh 45752
7 anastﬁnn . 418:00

8 Guiarat 382:84
9 Tamil Naju 263:67
10 Bihar 220-88
11 Harvana | 20772
12 Kerala 20785
13 Assam 17816
14 Dethi . . 160° 20
15 Mysore 10373
16 Orissa . . R 7570
17 Pondicherry R . 5:86
18 Manipur . 6-50
ToraL —7760- 71

E. Crash Programme

. 4.12. No particular target was fixed by the Corporation for the
creation of additional storage capacity till recently. There was a
ban on construction of godowns and this was lifted during the year
1968. But with the advent of Green Revolution need was felt to
augment storage capacity. Action to create the additional capacity
was, therefore, initiated during 1968-69 itself and subsequently un-
der the Crash I, II, III, IV and V Programmes for a total capacity
of about 28 lakh tonnes. A capacity of about 11.99 lakh tonnes has
been approved for construction under the VI Crash Programme.



37

-Bulk of the capacity under the I to .V Crash Programmes
already approved was taken up by the Food Corporation
~of India and a certain capacity was also allotted to the C.W.C,
.and the Food Department. The construction undertaken by the
Food Department was to be transferred to the F.C.I, and C.W.C.

4.13. Out of the above five Crash programmes, a capacity of
about 11.24 lakhs tonnes had been completed by 31st March, 197I by
the various agencies i.e., within the first two years of the Plan. Since
then a capacity of about 3 lakhs tonnes has been completed in the
first quarter 1971-72. Hence the total capacity completed by 1st
July, 1971 out of the above five Crash Programmes has come to
about 14.24 lakhs tonnes which is roughly 50 per cent of the total
- approved programmes of 28 lakhs tonnes. The remaining capacity
is expected to be completed by March, 1974.

. 4.14. It has been stated by the Corbo,ratian that “The Crash
“Programmes has attempted to correct regiona] imbalances in the
availability of storage for foogdrains. Punjab, Haryana, UP.,
Madhya Pradesh and Orissa have now been dotted with newly cons-
“tructed godowns.” Ministry of Agriculture have admitted that im-
* balances in the storage capacity as between heavily surplus and cer-
tain deficit states had necessitated temporary storage of stocks in the
--open after taking necessary precautions.

F. Silos and Bins for Bulk Storage

4.15. The Department of Food Constructed bulk storage stiruc-
tures constituting silos/R.C.C. bins and flat type storage of various
~capacities at the following centres and transferred them to F.C.I..—

Centre Capacity/ (tonnes)
1. Calcutta . . . . 19,000 Completed
2. Kanpur 73,000 Do.
3. Hapur . 10,000 Do.
4. Boriville. 1,23,000 Do.
- 5. Manmad 83,500 Do.

6. Gaﬁ 32,600 Under Construction



4.16. The Food Corporation of India has taken up construction of "

silos/bins, bulk storage .with mechanical handling at the following
centres:—

1. Faridabad 29,900 Tonnes

2. Semboarkoil .

. 5,600 'Y
(Tamil Nadu)
3. Chidambaran . 5,600 »
(T;’r‘nil Nadu)
4. iryalaguda . . . . . 600 .
(Andhra %ﬂiesh) 5 »
5. Satlenapalli s . 5.600
(AndhraPradesh) »
6. Rudhrapur . . .00
(Uttar Pradesh) 5 »”

There is a programme to Construct 10 silos of 20,000 tonnes Capa-
city each at 10 Centres in the wheat producing States under the-
World Bank Assistance. The tentative indications are as follows:—

State/Centre Capacity (Thousand Tonnes)
Punjab
1. Moga 20°'0
2. Jagram . 20'0
3. Bhatinda 20'0
4. Faridkot 20°0
s. Gobindgarh 20°0
Uttar Pradesh
6. Lucknow 200
7. Khurja . 200
8. Ghaziabad 20°0
Rajasthan
9. Juipur 200
10. Ajmer 200

4.17. The agreement has beem signed recently. The total outlay-

is estimated to be U.S. $15.9 million equivalent to about Rs. 11.9?
crores.



4.18. During evidence of the Ministry of Agriculture the Com-
mittee asked whether storage accommodation available was of the
requisite standard. In reply, the Food Secretary said, “So, Sir,
you will be quite right in suggesting that some of the accommodation
is not of the requisite standard and needs to be improved and it is
being improved.” The witness added that Silos had been provided
in Hapur, Kanpur and Boriville. These Silos were good enough to
keep stocks for 2 to 3 years without any appreciable damage. The
Committee enquired if food and fertilizers were stored together. The
Food Secretary replied “No, Sir, some of the godowns are taken
over by the State Government. The storage capacity included
capacity for the fertilizers also, we do not mix the two, however.
That will be bad from the health point of view. The representa-
tive of the Ministry of Agriculture added, “Some times when we
import the foodgrains and fertilizers in the ships, in some cases, the
foodgrains are contaminated with fertilizers and in such cases, we
make a survey. If we find that they can be cleaned, then we give
them to the flour mills.”

G. Portable Warehouses

4.19. A view was expressed at the seventh Asia-Pacific Food Pro-
duction Conference held in New Delhi in January, 1971 that collosal
waste of foodgrains due to inadequacy of transport and storage faci-
litie$ could be prevented by setting up a chain of “Portable Ware-
houses” in the country. These warehouses could be moved to dif-
ferent areas at the time of harvest. The Committee learnt during
evidence that in England, grain silos prefabricated in Butyl rub-
ber were coming up. These could be used as permanent or tem-
porary storage units. It can be transported at short notice to another
site to provide temporary emergency storage. Referring to the view
expressed at the Conference about port:ble warehouses, the Food
Secretary stated:—

“This is over generalisation. We are concerned with the Foecd
Corporation’s problems, not the general problems of the
country as to what should be done. From the long term
point of view, permanent storages of adequate capacity
are essential. About the portable storage, of course, we
have the open cover storage with polythylene sheets and
tarpaulin. They serve the purpose, not as an organised or
modernised method as is done in the West. I happened to
see some literature brought out by a Company in England.
They have evolved Sheets made of Butyl rubber on some
stiff frame at the lower level. Then it can be blown up

3489 LS—4.
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and rendered firm, and so on. It is more sophisticated,
But I would submit that this will be required orily for the
peak periods ...... .

4.20. The Committee are glad to note that the Expert Committee
appointed by the Planning Commission and consisting of represen-
tatives of the Planning Commission, Ministries of Agriculture,
Finance, Railway Board, Food Corporation, etc., had carried out a
systematic assessment of coumtry’s requirements for storage during
the Fourth Five Year Plan. The Committee hope that their assess-
ment will serve as a guide for Government and the Food Corpora-
tion of India for drawing up a programme for augmentation of stor-
age capacity. The Committee recommend that while drawing up
a programme for augmentation of storage capacity in the country,
the point up to which storage would be absolutely necessary and be-
yond which the money locked up in storage would be counter-pro-
ductive should be carefully determined. The Committee find that
if past experience is any guide wheat virtually “cascades” into
mandis in wheat producing States and has to be bought at sup-
port prices. This naturally creates problems of storage and trans-
poration.

The Commitiec feel that perhaps the best way is to encourage
provision of warehouses and storage accommodation by the co-opera-
tive societies in agriculturally surplus areas so that it achieves the
dual purpose of providing staying power to the farmer and regulat-
ing the flow of the foodgrains into the market. The spare storage
capacity could be utilised for other grains also depending on the
seasonal requirements. The Committee would, therefore, urge
Government to give encouragement to cooperative societies to set up
modern storage facilities which are free from rodent and other pests
and would serve best the interests of the producers and the people
at large. Government should also exercise necessary vigilance in
the formative years to ensure that the producers get dependable
Storage services, free from any suspicion of malpractices or mis-
management. Government/Food Corporation of India should also
develop in the light of their experience and in consultation with Re-
search Institutions design and specifications for storage which would
meet best the requirements of co-operative societies.

4.21. During evidence it was admitted by the official representa-
tives of the Ministry that some of the storage accommeodation in
the country was not of the requisite standard. The Committee wish
to stress that whatever additional storage capacity is created under
the Fourth Five Year Plan or subsequent Plans, it should be based
on the most modern scientific techniques and should be equipped with
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datest facilities to prevent damage of foodgrains during storage and
10 ensure most economfic handling.

4.22. The Committee understand that the latest trend is to provide
‘bulk storage structures like Silos and Bins although the capital
costs of bulk storage may not compare favourably with the present
system of storage in bags. The operating costs are lower in the
case of bulk storage with the added advantage of better preservation
-of grains. For taking up proposals for construction of silo storage, a
detailed feasibility study would be necessary to examine what other
complementary facilities are necessary to be provided in “Mandis”
and elsewhere in order to ensure that working of silos was efficient
and economical. The Committee are of the view that it is better
to spend more on scientific storage now than lose year after year by
-allowing wide-spread damage to foodgrains owing to faulty and out-
moded storage system.

4.23. The Committee feel that the view expressed at the Seventh
Asia-Pacific Food Production Conference held in January, 1971 in
New Delhi that colossal wastage of foodgrains due to inadequacy of
transport and storage facilities can be prevented by setting up a chain
of “Portable Warehouses” in the country deserves a close study by
‘Government. The Committee recommend that feasibility studies
should be carried out to determine whether it would be advantageous
and if so to what extent, to introduce portable warehouses in the
country to cater for the requirements of peak periods.

4.24. The Committee regret to note that Crash Programme had
failed to correct regional imbalances in the creation of storage capa-
city and that even now the Corporation had to resert to storage of
stocks in the open which carried with it attendant risks of pilferage
and damage due to vagaries of weather. The Committee, therefore,
recommend that Government should draw up future programme of
-augmentation of storage capzcity with an eye on correction of re-
gional imbalances and keeping in view the field experience gained by
1he Food Corporation of India.

H. Overlapping in creation of storage capacity

4.25. At present various agencies, for example, the Food Corpora-
tion of India, the Central Warehousing Corporation, the State Ware-
‘housing Corporations, etc, are engaged in construction of storage
capacity. In their Ninth Report on Central Warehousing Corpora-
tion, the Committee on Public Undertakings (Fourth Lok Sabha) ex-
‘pressed the following view:— '

“The Committee are of the view that godowns should not be
set up by a multiplicity of agencies like the Central Ware-
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housing Corporation, the Central/State Governments and
any other public undertakings at the same, centre. Unless-
there is one ageny handling the work for all the organi--
sations the average occupancy of warehouses constructed
from public funds or hired for public purposes cannot be-
maintained at a high level. Secondly, the overhead costs,
particularly for establishment and inspection, in the ope-
ration of multiple agencies for storage at a centre will be
higher. Thirdly, the cost of maintenance, of fumigation
and other services in such warehouses will be high because-
each agency have to keep the required equipment and
staff for such services. The operation of warehouses at
the same centre by different Government agencies was,.
therefore, uneconomical. It is also desirable that Govt.
Deptts/Public Undertakings should increasingly patronize:
the Central Warehousing Corporation for their storage.
The Committee recommend that at places where the Cor-
poration had warehouses, no new ones should be construc-
ted or hired by the Central Government or Food Corpora-
tion of India or any public sector organisation unless this
becomes necessary due to the inability of the Central
Warehousing Corporation to cater to their needs. The
question of entrusting the storage of Government
Departments|Food Corporation of India to the Central
Warehousing Corporation at places where multiple Gov-
ernment storage agencies are functioning also needs to be
examined. For the warehouses to be set up in future, the:
storage requirements of Government Departments etc.
should be communicated to the Central Warehousing Cor-
poration, who should take necessary steps to construct or
hire warehouses. The Committee hope that the State
Governments would also cooperate by entrusting their
storage work to the warehousing Corporation. Since the
Central Warehousing Corporation subscribes 50 per cent
of the share capital of the State Warehousing Corporation
and also the fact that a State Warehousing Corporation
cannot acquire or build godowns and warehouses without
the approval of the Central Warehousing Corporation it
should not be difficult to make the State Warehousing Cor-

porations fall in the line in the interest of efficiency and
economy.”

4.26. In their reply to the above recommendation, the Government,
inter alia, stated that they agreed with the assumption of the Com-
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mittees that the operations of warehouses at the same centres by
different Government agencies was uneconomical but pointed out
difficulties due to which centralisation of storage work in the Ware-
‘housing Corporations would not be a practical proposition.

4.27. Asked if centralisation of storage work was not a practical
proposition, how coordination among various agencies was sought to
be achieved, the Ministry of Agriculture have stated that the func-
tions of the various agencies engaged in the construction of food-
grains godowns and grain warehouses and the level of their opera-
tions were fairly well defined so that there was little scope for dupli-
cation. Nevertheless the Government of India had been fully aware
-of the need for effective coordination in the construction of grain
warehouses between the programmes of the various agencies so as
to ensure that there was no unnecessary duplication.

4.28. In May, 1966 a meeting was held by the Food Secretary in
which he suggested that a Committee with representatives of the
various agencies should examine the construction programmes of
-each agency so that the storage programme in the different areas
and the specific location of storage unit would be effectively plan-
ned so as to bring about maximum utilisation besides meeting the
urgent warehousing need of different areas. The Government of
India accordingly set up the “Central Storage Committee” whose
present constitution is as below:—

. Joint Secretary, Department of Food—Chairman.

. Managing Director, F. C. 1.

. Managing Director, C. W. C.

. Secretary, N. C. D. C.

. Financial Adviser (Food)

. Joint Commissioner (FC), Department of Agriculture.

. Special Adviser (Food) and E. S. A., Department of Agri-
culture.

ro = TS B S FUR TR

[~

. Chief (Food), Planning Commission.
9. Director, Traffic Transportation, Railway Board.
10. Director of Movement, Department of Food.

4.29. In order to ensure coordination at the State level to consider
the construction programmes of the State Governments, the coopera-
tives and, to some extent, including the programmes. of FCI and the
C. W. C, the Government of India had been impressing on the State
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Governments the need for setting up a similar coordination body. to
coordinate storage construction programmes of the various agencies
at the State level. To enable the State Level Committees to ensure
effective coordination, it was suggested that the State level Coor-
dination Committees, may, among others, consist of the following
members.

(i) Development Commissioners—Chairman
(ii) Managing Director, S. W. C.
(iii) Registrar of Cooeperative Societies.

(iv) Representative of the C. W. C.

4.30. The State Governments of Andhra Pradesh, Mysore, Tripura,
Kerala, Madhya Pradesh, Punjab, Maharashtra, Haryana, Orissa,
Gujarat, Assam, West Bengal and Manipur have already formed
these Committees. The question of setting up of such a Committee
was under consideration of the State Governments of Tamil Nadu,
Rajasthan and Bihar. -

4.31. During evidence the Committee asked whether construction
and maintenance of warehouses in the country by the F. C. I. did not
amounts to duplication of efforts as there was the Central Warehous-
ing Corporation whose primary responsibility was to develop storage
capacity, the Chairman, F. C. I. stated:—

“It is not duplication of effort at all. The Food Corporation, as
you know, has to build up a buffer stock of 5 million ton-
nes and we have to keep a pipeline stock of 2 to 3 million
tonnes. So we require storage accommodation for nearly
8 million tomnes. As the storage distribution and all that
is entirely the function of the Food Corporation, we would
like to have all these godowns completely under our own
charge. The Central Warehousing Corporation have diffe-
rent functions altogether. They deal with all the com-
modities. According to the Gadgil Report, they were to
act as storing agency where the farmers would keep their
products. That was the conception under which fhe Cen-
tral Warehousing Corporation was created. They cannot
take the responsibility of storing 8 million tonnes.”

4.32. The Committee are of the view that in order to achieve efli-
ciency in operation and ensure greater utilisation of storage capacity,
coordination has to be secured not only at the Centre but at the State
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level between various agencies i;u-luding the State Governments,
State Warehousing Corporations and Co-operatives on the one hand
and the Food Corporation of India, Central Warshousing Corpora-
tion and the Railways on the other. The Committee are glad to
note that in order to ensure coordination among var‘ous agencies
like the Food Corporation of India, Central Warehousing Corpora-
tion, State Governments etc., the State Governments of Andhra,
Mysore, Kerala, Madhya Pradesh, Pumnjab, Maharashtra, Haryana,
Orissa, Gujarat, Assam, West Bengal, Tripura and Manipur have al-
ready formed Storage Committees. They hope that the remaining
State Governments of Tamil Nadu, Rajasthon and Bihar would also
form such committees soon and thus help in tackling the problem of

storage on rational lines.

The Committee recommend that the position should be closely
watched by the Central Storage Committee so that corrective action
to obviate overlapping or duplication of capacities may be taken in

time.

1. Utilisation of Godowans

4.33. The storage requirements of the Food Corporation of India
are planned on the basis of operational and buffer stocks Govern-
ment requires it to keep. Average/actual utilisation therefore, varies
from time to time, depending on fluctuations on the volume of pro-
curement and public distribution. The utilisation both on gross and
usable capacities had been as under:—

Year On gross On usable Peak
capacity capacity Utilisaticn
1965-66 52% 8% 96%
1966-67 57% 63% 96%
1967-68 . 63% 70% 79%
1968-69 64% 7% 79%
1969-70 69% 74% 77%
1970-71 63% 75% Qs%
1971-72 . 77% 86% 92%

(April-June)
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~ 4,34 ‘The Food Corporation has intimated that the period 1965-66
to 1967-68 was characterised by draught and scarcity conditions and
there was need to rush supplies to consumers and there was there-
fore, little possibility of building up of stocks to any sizeable extent.
The stocks in the godowns had to be issued out quickly as a result
of which there was a better turnover although average utilisation
had been less. During 1968-69, however, on account of increased
agricultural production particularly in the Northern States, utilisa-
tion of Godowns had improved over the previous years.

4.35. The Committee find that the utilisation of godowns on gross
capacity has improved from 52 per cent in 1965-66 to 77 per cent in
1971-72 (April-June). On usable capacity, the utilisation was 58 per
cent in 1965-66 but in 1971-72 (April-June) it has gone up to 86 per
cent. Though some improvement in the uvtilisation of godowns over
the years is thus discernable, the Committee cannot regard the
present level of utilisation as the optimum one. It is rather strange
that on the one hand it is said that storage capacity in the country
is inadequate to cater to the growing needs of the eountry but on
the other hand one finds the utilisation of existing capacity as only
77 per cent of gross capacity and 86 per cent of usable capacity. It
appears that Government and the Food TCorporation of India are not
giving adequate attention to the problem of optimum ufilisation of
existing storage capacity in the counfry. Optimum utilisation of
storage capacity at procurement centres and consumption points can-
not be ensured without evolving an integrated pattern for procure-
ment, movement, storage and distribution after a close study of full
conditions. The Committee, therefore, strongly recommiend that
concrete measures aimed at optimum utilisation of storage capacity
should be evolved and given effect to.

J. Cost of Storage

4.36. In paras 92—95 of their Ninth Report on Central Warehousing
Corporation, the Committee had recommended that the Food Corpo-
ration of India should be asked to work out its cost of storage and if
it was found to be higher than the cost at which the Central Ware-
housing Corporation was operating, there was no reason why the
storage work should not be entrusted to the Central Warehousing

Corporation. In reply to that recommendation. the Government
stated: —

“The Food Corporation of India have been doing a constant
review of economics of holding stocks both for commercial
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operations as also buffer stock operations. The Food Cor-
poration have, therefore, to take a total view of the entire
operations and storage of their stocks will be essential for
them.”

‘437, In- another reply, the Ministry of Agriculture have stated
that the storage cost of FCI and CWC and other agencies are not real-
ly comparable for the following reasons: —

@)

(1)

(iii)

(iv)

)

The FCI has to maintain operational and buffer stacks of
foodgrains which may be for a very long period of time
as compared to the average turn over of stocks in the go-
downs of CWC and other agencies.

The FCI has a number of huge complexes in which for
operational purposes railway sidings are built thereby
adding to cost of storage. On the other hand the CWC and
other agencies, godowns are normally of smaller capacity
without railway sidings.

The staff in the godowns of the FCI are utilised not only
for storage work, but also for other purposes like, procure-
ment, receipt and despatch including supervision of hand-
ling and transportation. In the case of CWC the depositors
undertake the handling work at the time of deposit and
delivery.

Because of the nature of FCI's operation, the staff at the
godowns has to work, if necessary at all the time of the day
which necessitates payment of over-time. This is not the
case with C.W.C. and other agencies.

The godowns of the Food Department including old type
sheds, e.g., the Lahore type sheds, were transferred whole-
sale along with the staff to the Food Corporation of India.
This has not been the case with the CW.C. Its godowns
are comparatively of modern designs and it recruited staff
according to its requirements.

4.38. In their Report on storage, the Expert Committee appointed
by the Planning Commission has stated that at present data on opera-
tional costs is lacking for any meaningful analysis and interpretation.
It has suggested that to ensure uniformity in the calculations of ope-
rational costs and storage costs, the following norms should be gene-
rally adopted: —

(a) Cost of construction inclusive of all ancillaries;
(b) interest charges on the funds invested;
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'(c) depreciation calculated on (a) above at a uniform percent-
age; and

(d) Maintenance and repair costs.

In this respect of hired godowns, items (a) to (d) will be covered
by rent.

4.39. The committee recommend that Government should under-
take a comparative study of operational costs of godown manage-
ment of the Food Corporation of India, Central Warehousing Corpo-
ration and other agencies engaged in the construction and main-
tenance of godowns in the country so as to evolve norms for guid-
ance of various agencies. Unless these norms are evolved, the Com-
mittee cannot see as to how the cost of storage of the Food Corpo-
ration of India or for that matter any other agency can be adjudged
as reasonable or excessive.

The Committee would like this comparative study to be under-
taken without further delay. The Committee need hardly stress
that in the light of this comparative study remedial action may be
taken to reduce the cost of construction as well as of maintenance
of godowns so that overheads on food handling and storage by the
Food Corporation of India are reduced to the minimum, in the

interest of consumers.
K. Loss due to Family Storage
4.40. The following quantities of foodgrains were damaged in the
godowns of the Corporation and rendered unfit for human consump-
tion: —

Year uantity Value
(Metric tong) (Rs.)

- 1965-66 . . . . . . . . 15-417 7,896
1966-67 8-207 4,169
1967-68 55-351 30,440
1968-69 1042° 272 7,17,73$
1969-70 874 198 6,08,550
1970-71 1327°903 11,96,711

4.41. The transit and storage losses expressed as a percentage of
the total turnover (purchases and sales) in respect of all the
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commodities :had" been as under:— -

Year % on purchases and sales
' turnover

1965-66 . . . “ . . . 0-33

1966-67 . . . . . . .0°$8

1967-68 . . . . . 3511

1968-69 . . . . . 1-01

1969-70 . . . . . 064 (provisicnal)
1970-71

4.42. Explaining the reasons for increase in the transit and storage
losses during 1968-69, the Food Corporation of India have stated that
during 1968-69, Government of India transferred practically all the
Government storage depots to the Corporation. The port clearance
work at all the ports in the country was also transferred to the Cor-
poration during the year. The Corporation had also for the first time
during this year undertaken the “Rabi” operations in wheat in Pun-
jab, Haryana and Uttar Pradesh on a massive scale resulting in use
of open wagons.

4.43. The following steps have been taken by the Corporation to
ensure that the transit and storage losses are brought down to the
minimum level: —

(i) The Food Corporation is constructing its own godowns with
improved godown facilities and sub-standard godowns hired
from private parties are being given up gradually.

(ii) strict quality control measures have been taken and pre-
servation steps are being tightened.

(iif) In the matter of purchases, specification of moisture con-
tents, etc. are being ‘strictly adhered to.

(iv) Arrangements are being made to move focdgrains as far
as possible through covered wagons instead of open wagons.

(v) Norms are being fixed for storage losses and the write off
of losses are being authorised after a thorough scrutiny.

(vi) A vigilance squad to conduct surprise checks at the various
loading, unloading and weighment points is being set up.
(vii) Movements by rail are being planned on scientific basis
in order to avoid as far as possible long movements and
transhipments during change of gauge.
4.44. While noting Government’s explanation that the higher per-
centage of storage loss was due to higher moisture content of indi-
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genous rice and the relatively larger quantities of that grain stored,
the Public Accounts Committee had in para 1.13 of their 43rd Report
(Fourth Lok Sabha) expressed the feeling that the matter needed
further study by Government, with a view to devising effective mea-
.sures to reduce the losses. In reply, Government intimated to that
‘Committee that a sustained effort was being made by Government to
reduce loss of foodgrains in storage. The measures which had been
‘taken or were being taken for the purpose included progressive in-
crease of owned capacity of the Corporation, which is damp and rod-
ent proof, carrying out of rat control operations with modern techni-
‘ques in hired godowns, imparting training in scientific methods of
storage at the Grain Storage Research and Training Centre, Hapur,
and other temporary centres, development of Grain Storage and
"Training Centre at Hapur into a full-fledged Institute with the assist-
ance from the United Nations Development Programme, holding of
demonstrations, exhibitions and symposia in various parts of the
-country to promote adoption of scientific methods of storage of food-
grains, mving the Agricultural Universities|Colleges to include the
subject of storage in the courses of study, development of modern
rice mills in the country.

4.45. During evidence, the Chairman of the Food Corporation of
India stated that storage loss included items such as loss by driage,
difference in the mode of weighment etc. He stated that sometimes,
when the weather was wet, there would be gain in storage. He added
that damages mainly took place in the privately hired godowns,
where the godown were sub-standard, or if there was food. Some-
‘times roof got blown off due to heavy rain and wheat got damaged
and became unfit for human consumption.

446. In a reply furnished after the evidence, the Food Corpora-
tion of India intimated that Storage Losses (in terms of quantity and
value) had been as under:

STORAGE Loss

Year Quantity Value Percentage
Thousand  (Rs. crores) Sales &
(tonnes) Cloring
Stocks
(Provisional)
19065-66¢ . . . . . I1°0 0°9§ ..
1966-67 . . . . . 23§ 1°87 0-56
1967-68 . . . . . 227 177 035
1068-69 . . . . . 487 5-56 0-49
1969-70 . . . . . 85-0 6-46 0-68
1970-71 . . 76:0 660 0-61
TOTAL 255.9 21.96

* For the year 1965-66, storage loss includes transit loss also,
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4.47. Loss during storage is assessed only through difference im
weight received and weight issued. This difference includes all losses
such as brought about by driage, insects, spillage and rats. The -Cor--
poration have stated that it is not possible to assess losses accounted
for by each factor. The Corporation had been taking the following
steps to minimise losses caused by rats:

(a) Only rodent-proof godowns have been so far constructed.
and the godowns being constructed are also rodent-proof;

(b) the godowns taken on hire which are not rodent-proof are-
made rodent-proof by temporary measures, to the extent
possible;

(c) this year the Corporation was obliged to keep large quan-
tities of foodgrains in the open. Extensive rat control
measures have been adopted in the areas where open stor-
age has been done and these areas have been made practi-
cally rat-free; and

(d) regular rat campaigns are undertaken by way of trapping,
catching and poison baiting wherever godowns are not
rodent-proof.

4.48. During the evidence of the Ministry of Agriculture (Depart-
ment of Food), the Managing Director of the Corporation stated that.
the Corporation had taken two major steps to reduce losses. First,.
it had launched a crash programme for augmentation of storage capa-
city and secondly, it had embarked on a programme for construction
of Silos for bulk storage on scientific and economic basis. Asked
whether storage losses would continue to occur till the programme
for construction of Silos was completed, the Food Secretary said:

N it should be the aim of the Corporation to minimise the
losses at each stage, otherwise it is failing in its duty. There-
are certain sub-standard godowns. The losses can be mini-
mised if proper care is taken. The losses have actually

come down.”

4.49. The Committee asked whether these storage losses were con-
sidered reasonable, the Food Secretary observed:

“I would say that they are not big, but they should be reduced
further. It should be our aim to minimise the losses as far
as possible. This can be done only by modernisation as we
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are doing by having better silos, transport in bulk by
avoiding pilferages and so on. 1 won'’t say that all of them
are inevitable.”

4.50. The Committee find that the Food Corporation of India suf-
fered a total storage loss of Rs. 21.96 crores during 1966-67 to 1970-71
(5 years). The Committee are not impressed with the plea that
viewed against the total turnover, these losses were not large. By
themselves, these storage losses are substantial and they call for
urgent and effective steps to minimise such losses. The Committee
recommend that every case of storage loss which is in excess of the
norm should be thoroughly investigated with a view to finding out
the exact reasons for the loss and taking remedial measures. Inves-
tigation into storage losses should be undertaken promptly because
if it was taken in hand after a lapse of appreciable time, the very
purpose of such investigation to plug loopholes would be defeated.
Besides the parties of fault wouid also evade responsibility. Norms
for storage losses should be the lowest and should be so fixed as to
leave no scope for unscrupulous elements to take advantage of high
norms and remove the foodgrains. There is also a clear need to in-
tensify vigilance and surprise checks at the various leading, unload-
ing and weighment points. The Committee need hardly point out
thet if responsibility for storage loss is fixed in every case, where the
loss exceeds the norms, and deterrent actign is taken against those

found guilty, it will have a salutary effect in bringing down the sto-
rage losses,

4.51 The Committee note that as on 31-10-71 the Food Corpora-
tion of India had hired storage capacity of 6.11 lakh tonnes from the
State Governments and 20.05 lakh tonnes from private parties. Since
the Food Corporation is heavily dependent on private parties at pre-
sent for godown accommodation, the Committee feel that every care
should be exercised by the Food Corporation to ensure¢ that the
accommodation to be taken over or already taken over by them is
made rodent-proof by the owners and that all necessary alterations
and repairs are carried out efficiently to obviate chances of damage
to foodgrains due to rains or flood waters.

The Committéee need hardly stress that Food Corporation should
ensure that the rent paid by it for the godowns is fully competitive
so that it does not lead to the development of any vested interest.



”»
\ L. Thetfts at Godowns

4.52. Number of thefts/cases of pilferage in the Food Corporation
of India godowns since inception were as under:

No, of casés Amount of

Year
of theft/ Loss

pilferage. Rs.
1965 Nil
1966 8 3,660
1967 32 26,131
1968 . . . 63 2,432,275
1969 69 4,92,637
1970 62 5,04,739

1921 . . . 7 39,239
upto 15-3-71)

4.53. During evidence, the Food Secretary stated that thgre had
been 241 cases of thefts at FCI's godowns involving a total loss of
about Rs. 13.08 lakh. But this, he said, was over a period of six
years. He added, “this question of thefts and losses has naturally
been worrying FCI and ourselves....I would not like to wunder-
estimate it because any loss is a bad thing.”

4.54. The Committee were informed that in order to reduce such
losses, the Chairman of the FCI had taken steps in consultation with
the Ministry of Agriculture, e.g. construction of compound walls
with barbed wires on top, provision of flood lights, provision of
armed personnel in depots, posting of watchmen, induction of Cen-
tral Industrial Security force, etc. A Committee of officers had
been set up in the FCI to consider formation of watch and ward

cadre.

4,55, Asked whether the person incharge of security in the FCI
was a retired hand, the Managing Director of the FCI stated that
the officer selected for the post of Manager Security in the scale of
Rs. 1600—2000, was serving as DIG in U.P. and was due to retire in
June, 1871. FCI appointed him for one year. The Committee en-
quired whether this post was advertised. The Managing Director
stated that FCI called for character rolls of suitable persons from
the Ministry of Home Affairs. That Ministry recommended a
number of names out of which this person was selected for the post



of Manager Security. He added that as this was a new post, re-
cruitment rules for this post had not been framed as yet.

4.56. The Committee enquired whether it had been possible to
apprehened the culprits responsible for these thefts. The Managing
Director of FCI stated, “Any case of pilferage from the depots or
theft is reported to the Police and the case is investigated by the
Police. I cannot give you information about in how many cases
they have already sent their final Report and in how many cases
they have not been able to do so. But as far as I can recall, in most
of the cases they said they were not able to trace the culprit”.

4.57. During evidence the Committee enquired whether it was
a fact that good quality stuff was replaced with or converted into
bad quality stuff at F.C.I. godowns during night. The Chairman,
F.CI. said, “Personally, I do not think that is correct.”

4.58. The Committee are perturbed to note that there had been
as many as 241 cases of the thefts/pilferages at the godowns of the
Food Corporation of India since its inception in 1965 involving a
total 1dss of Rs. 13.08 lakhs.

The Committee expected Food Corporation of India to be seri-
ously exercised about the matter and spare no effort to get an offi-
rer whose services would be available on an assured basis for a
‘ength of time so that all loopholes in the existing system which

we rise to thefts and pilferages were identified and effective reme-
dial measures taken to plug them. The Committee are therefore not
able to appreciate how the Corporation could ' persuade itself to
cer, whose services would be available for a length of time and who
'was on the verge of retirement. The Committee would like the Cor-
poration/Government to go into the matter and ensure that an offi-
cer whose services would be available for a length of time and who
has proven experience and ability in security duties, is appointed
to the post and held responsible for effectively organising the secu-
rity measures so as to bring about appreciable reduction, if not eli-
mination, of thefts from the godowns of the Food Corporation.

M. Bagging, Stitching and Weighment

4.59. The Food Corporation of India has introduced autmatic
bagging and stitching machines at ports and depots where bulk
handling of the grain is involved. 25 such machines are in use at
big depots like Manmad, Kanpur, Borivilli and Hapur. Apart from
this, such machines are in use at the ports of Kandla, Bombay and
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<Calcutta which generally receive imported foodgrains in bulk. The
Corporation feels that in view of the steep decline in the volume of
imports, any further investment on these machines at the ports
would not be justifiable, °

4.60. The Corporation is using B. Twill gunny bags of 44"x26}"”
size (1.021 Kg. weight). However due to shortage of B. T. will bags,
the Corporation had used on occasions D.W. Flour Bags of 44”x28"
size. The bags are hand-stitched by double 4 ply jute twine with
14-16 stitches. Stitching is done by rolling the mouth of the bag.

4.61. Bags are normally being standardised at purchase centres.
At the time of imports mechanical standardisation facilities are
available at Bombay and Kandla Ports. At Calcutta where the
foodgrains are discharged into the silos through Marineleg, the
subsequent filling is standardised. FCI has intimated that at the
remaining ports, standardisation is not possible because foodgrains
are filled in the holds of ships and these bags are being discharged
after stitching. At Madras where the discharge is in bulk on the
wharf, the filling is done through schuits and standardisation is not
possible at that stage. At times standardisation, it has been stated,
is not possible at various operational points because of the attitude
of the labour and also as the operation retards the progress of dis-
charge. Even the port authorities do not permit standardisation on
this account.

4.62. The Food Corporation of India is storing foodgrains at 775
depots all over the country. This number includes both owned and
hired capacity. The number of pwned depots is 174. Mainly Beams
Scales are being used for weighment at the depots. However plat-
form scales are being gradually introduced. At 45 owned depots,
weigh-bridge facilities have been provided. For godowns of smal-
ler capacities, weigh-bridges are not being provided. The Ministry
of Agriculture have intimated that sanction for 53 weigh-bridges
for installation at the depots has been issued. In addition 16 weigh-
bridges have been sanctioned for installation at the Rice Mills. The
installation had been completed at 25 depots. Proposals are under
consideration of Government for installation of weigh-bridges at 14
more depots.

4.63. During evidence of FCI, the Committee asked whether it
was not a fact that the use of 100 Kg. bags for handling and trans-
portation of foodgrains led to spillage and involved cruelty to man-
ual labourers who had to lift them. The Chairman of the Corpora-
tion said, “T did receive such a complaint during my tour of South
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India and East India. Mostly wheat is procured from Punjab and
Haryana in 100 Kg. bags. The labour in East India and South India
find it difficult to carry 100 Kg. bags. He stated that they were
considering introduction of 90 Kg. bags but the problem was that

of the cost of the gunny bags.

4.64. During evidence of the Ministry of Agriculture, the Food
Secretary stated that there were two aspects of this problem. First
was the standard size of bag and the second was the cost involved
in using smaller bags. The standard size of bag was 100 Kg. capa-
city. If the bags were smaller, it would be easier to lift them but
the cost of gunnies and other incidentals would go up. He infor-
med the Committee that they did realise the difficulties of labour and
that was why they had given the incentive of additional payment
of § per cent wages for labour for handling the bigger bags. Asked
whether it was not possible to introduce trollies for carrying bags
from one place to another, the Food Secretary states that they had
a plan for modernising the system of handling of foodgrains. He
admitted that modernisation of handling operations would be
economical. '

4.65. The Committee attach great importance to standard weigh-
ment, stitching and packing of bags so as to reduce wastage and
losses on these accounts to the minimum. The Committee note that
the present capacity of bags is 100 Kgs. and that the labourers are
paid an additional incentive amount of 5 per cent for handling these
heavy bags. The Corporation, however, admit that difficulties are
being experienced by labourers in certain parts of the country to
carry such heavy loads. Apart from the possibility of providing
wheel barrows or trollies to facilitate handling of bags, the Com-
mittee would like the Food Corporation of India to thoroughly exa-
mine the question of reducing the weight of the standard bag keep-
ing in view the trade requirements, the cost of filling of bags and
the difficulties experienced by labourers, etc.



A
"MOVEMENT "~ *

A. Quantum of Movement

From its inception, the Food Corporation of India moved the fol-
lowing quantities of indigenous foodgrains inter-State and handled
imported foodgrains directly either on behalf of the Central Govern-
ment or the State Governments: —

Year Indigenous  Imported
Foodgrains Fooc'grains Total

(Quentities in Lakh Tonres)

1965-66 . 659 315 974
1966-67. . . . 742 4:96 12-38
1967-68 1560 3:63 19°23
1968-6§ . 2444 11-72 36 .6
1969-70 . . 3488 40°20 75:08
1970-71 41-42 31-30 72°72

B. Planning and Control

5.2. Recognising the need for organising quick movement of
stocks of foodgrains from purchasing centres, depots, ports etc. to
storage and consuming centres, the Corporation had set up @
“Movement Branch” at its Head Office as early gs 1965-66. Move-
ment Cells were also set up jn Regional Offices of the Corporation
wherever necessary. Now the Corporation has a Movement Division
which is responsible for planning and control of movement,

5.3. On the basis of the directives issued by the Ministry of Agri-
culture indicating the quantities of foodgrains to be allocated from
the Central pool stock to the various State Governments out of the
indigenously procured foodgrains as well as imported foodgrains,
source-wise allocations are finalised by the Basic Plan Section under
Manager Commercial III, at a joint meeting held with officers of
different Divisions and representatives from the Ministry of Agri-
cuture every month, and the movément of foodgrains is then plan-
ned and executed by the Movements Division. A Committee of
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Officers known as Plan Implementation Review Team periodically

reviews the progress made by the Corporation in various fields
including Movement.

C. Coordination with Railways

5.4. The bulk of the movement of foodgrains is effected by rail
but sometimes the Corporation also avails itself of road transport.
Speedy and smooth movement of foodgrains, therefore, depends on

active assistance and cooperation of the Railways to secure Coordi-
nation with Railways.

5.5. It has been stated that entire planning, execution and coordi-
nation is centralised under the Movement Division of the Corpora-
tion which maintains constant liaison with the Railway Board, the
Zonal Railways, and the Railway Divisions for expediting transporta-
tion of foodgrains on the basis of the allocations made. Besides,
the Senior Deputy Manager (Movement) at the Zonal Headquarters
of the Corporation and the Deputy Manager (Movement) or Senior
Assistant Manager (Movement) at the Regional Headquarters also
maintains a close liaison with the Railways/Divisions concerned and
execute plans already made out for despatch of foodgrains from
zone to zone or from region to region.

5.6. In a reply, the Ministry of Agriculture have stated that at
the beginning of each crop year, the Food Secretary takes a meeting
with the State Governments, Railway and Food Corporation of India
to assess the likely production, procurement and movement of fcod-
grains from the ensuing Rabi or Kharit Crops. At this meeting
the local conditions, available facilities for handling and movement,
monthly requirements and allocation to State Governments were
reviewed for purposes of formulating a suitable movement plan. The
details of the movement plan, however, were Worked out on a
monthly basis at the coordination meetings between the officers of
the Department of Food, FCI, Railways and the State Governments.
Food Secretary reviewed the position with regard to procurement,
movement and storage from time to time. The Department of Food
was thus fully in the picture pertaining to the movement of food-
grains at all times. Whenever necessary the Department of Food
persuaded the State Governments to give despatch instructions pro-
mptly to cover the allocated quantity of foodgrains to the maximum
extent possible so as to facilitate increase movement. The Depart-
ment of Food (Government of India) planned and coordinated pro-
curement and movement of foodgrains with the State Governments,
Ministry of Railways and Zonal Railways, Ministry of Transport,



Port Trust and the Food Corporation of India. Whenever departures
from the rationalisation scheme become necessary, the Department
of Food (Government of India) approached the Railways for such
movement to be permitted. Inter se priority in movement, ad hoc
assistance, particularly via routes on which traffic was regulated by
quotas was also obtained by the Department of Food from the Rail-
ways. Daily wagon quotas for the clearance of foodgrains and
fertilisers from various ports were being asked for by the Ministry
of Agriculture (Department of Food) from the Railway Board, every
month. Diversion of ships to avoid congestion in ports and incurrence
of ship and shed demurrage as also to suit storage and movement
was being arranged by the Department of Food from time to time.
The coordinated plan for movement was also undertaken to avoid
congestion in a particular area by simultaneous receipts of foodgrains
from ports and procurement Centres. Fortnightly and monthly
coordination meetings were being held with the Zonal Railways to
chalk out suitable movement plan. The Unijon Department of Food
also assisted the FCI by approaching the Ministry of Railways
(Railway Board) for obtaining such facilities as may be required
by the FCI from time to time to meet exigencies caused by social,
political and natural calamities. The Ministry of Agriculture have
stated that they are satisfied that by and large the existing machi-
nery within the framework of the FCI/Department of Food for
handling and movement of foodgrains was satisfactory. Procure-
ment was seasonal. During the peak period following the harvest-
ing of crop, generally labour and road transport difficulties were
experienced but these, it has been stated, were overcome to the
maximum extent possible.

D. Use of Open Wagons

5.7. The Agricultural revolution in Punjab and Haryana produced
a bumber “rabi” crop of wheat during the period May to July, 1968,
when 17.17 lakh tonnes of wheat avalanched into the Mandis of
Punjab and Haryana. This was far in excess of storage and move-
ment capacities which had been planned by the Food Corporation of
India on the basis of a daily movement of about 10,000 tonnes of
wheat during the procurement period in accordance with estimates,
furnished by the State Governments in April, 1968. There was
some delay in the post-harvesting operations due to late winter rains,
the size of the crop and the initial price uncertainty. This resulted
in late arrival of wheat in the “Mandis” as will be evident from the
fact that market arrivals increased from 2 lakh tonnes in the first
half of May, 1968 to more than 13 lakh tonnes in the subsequent six
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weeks. The consequent compression of procurement and movement
operations into a short span of about six weeks created temporary
storage and movement problems. Special efforts were made by the
Central and State procurement agencies to procure all the grain
materialising -in the Mandis, as any failure to do so would have
created serious difficulties for the farmer whose morale had to be
sustained at all costs. Thus, a record procurement of 15.12 lakh
{onnes was achieved during the period May to July 1968 against
a total market arrival of 17.17 lakh tonnes. This unexpected increase
in market arrivals created temporary movement and storage pro-
blems, as the wheat had to be moved to storage depots in the con-
suming areas before the monsoon commenced in the Punjab and
Haryana where storage facilities existed only for a fraction of the
wheat procured by the Central and State agencies.

5.8. Faced with this situation and in order to carry away the huge
quantities of foodgrains, which had suddenly arrived in the “Mandis”
and stations, and as delay would have meant loss or damage, trans-
port was arranged in open wagons to supplement the local avail-
ability of covered wagons. The utilisation of covered and open
wagons enabled the Northern Railway to achieve a record despatch
of 10.25 lakh tonnes of wheat on Government account from Punjab
and Haryana during the period May to July 1968 despite dislocations
caused by the serious hold up of wagons at the unloading points
which were unable to cope with this record level of movement due
to acute labour shortage.

5.9. The transport of wheat in open wagons from Punjab and
Haryana was reported to have resulted in extensive damage to
consignments which got wet in transit or at the unloading points,
when the monsoon commenced earlier than expected in the eastern
and western regions where the bulk of the despatches from Punjab
and Haryana were concentrated. Similar reports of damage by rain
to rice loaded in open wagons from Andhra Pradesh were also
received. These reports received wide publicity in the Press and
were also raised in Parliament. A Committee consisting of the fol-
lowing officers was, therefore, appointed by Government in the
Department of Food on the 31st July, 1968, to investigate and
submit a report in accordance with its terms of reference:

(1) Shri J. A. Dave, Director General (Food), Ministry of
Food & Agriculture, New Delhi.

(2) Shri B. N. Maheshwari, Financial Adviser, Ministry of
Food and Agriculture, (Department of Food), New Delhi,
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(3) Shri N. P. Sen, Managing Director, Food Corporation of
India, New Delhi.

(4) Shri P. W. Impett, Joint Director Traffic (Trans.), Ministry
of Railways {(Railway Board), New Delhi.

5.10. Quantum of foodgrains transported in open and covered
wagons from Punjab, Haryana and Andhra Pradesh on Government
account was as under:

(Figures in tonn¢s)

Wheat Rice Total
(1) Grain loaded in covered wagons
from May to July, 1968, . . . . 882,726 113,746 996,472
{2) Grain loaded in open wagonn from Mny to
July, 1968, . 141,950 94,224 236,174
(3) Total loadingin covered and open wagons
from May to July, 1968 . . v 1,024,676 207,970 1,232,646
(4) Grain delivered in wet condition from open
wagons
g) with tarpaulins_ A 7,060 1,630 8,690
) without tarpaulins . . . 7,141 14 7,185
14,201 1,644 15,8
5) Wet grain found unfit for human consumption
after salvaging . . . . 6,144 597 6,741

{6) Percentage of grain found unfit for human
consumption to the 1otal loadmg in oan
wagons . 4:32% 0:63% 2.85%

(7) Percentage of grain found unfit for human
consumption to total loadmgm covered and
optn wagons . . 0°59% 029 % 0.55%

5.11. The gain found unfit for. human consumption was further
salvaged and made fit for cattle|poultry feed and manure to the
extent indicated below:

(Tonnes)
i) Fit for cattle/poultry feed . . . 42366
(i1) Fit for manure . . . . . 19507
(iii) Unfit for any purpose . . . . 553°9
TOTAL . . . . 6741°2

5:12. Th;—-Dave Committee submitted their Report on the 30th
April, 1969. The Report contained the following findings:

“(1) Any avoidable damage to foodgrain is certainly a matter
for concern irrespective of the quantities involved. It is.



however, clear that the earlier reports about the extent
of damage to foodgrains were exaggerated. Of the large
quantities of foodgrains transported in open wagons from
Punjab, Haryana and Andhra Pradesh in the months of
May, June and July, 1968, only about 6741 tonnes were
rendered unfit for human consumption. 6187.3 tonnes

out of this was, however, found fit for cattle/poultry feed
and manure.

(2) The damage by rain to foodgrains transported in open
wagons was due to despatch by open wagons without

tarpaulins, and seepage of rain water into consignments
covered with tarpaulins.

(3) Considering the extreme urgency of heavy movement of
foodgrains which made it necessary to take a calculated
risk of over-looking some of the normal procedures, the
damage to foodgrains transported in open wagons has not
been found due to any human failure. One isolated case
of failure has come to the notice of the Sub-Committee
where 7274 bags of wheat were despatched in wet condi-
tion from Patiala to Naini for which the staff concerned
are already being proceeded against departmentally.

(4) By and large, there has been no delay in salvaging opera-
tions except in a few isolated cases which have been
brought to the notice of the Food Corporation of India and
the Food Department for appropriate action.

(5) It is indeed unfortunate that because of a complicily of
unforeseen events certain quantities of foodgrains became
unfit for human consumption. This should not, however,
minimize the tremendous effort jointly put in by the Rail-
ways, the Food Corporation of India, the Marketing
Federation of Punjab and State Governments of Punjab
and Haryana during the Rabi season of 1968 in carrying out
what may the largest price support operation hitherto. The
transportation of such large quantities during such a short
time was undoubtedly a creditable performance on the
part of all the agencies concerned”.

5.13. In its Report, the Dave Committee recommended, inter alia,
that foodgrains should under no circumstances be carried in open
wagons without tarpaulins. It recommended that Railways should
not only augment its fleet of covered wagons but also
examine the possibility of modifying open wagons by suitable



improvised arrangements for safe carriage. It also recommended
development of facilities for mechanical handling of foodgrains in
bulk at selected loading and unloading points. The Corporation have-

intimated that these matters have already been taken up with Rail-
ways.

5.14. In a reply furnished after the evidence the Ministry of Rail-
ways (Railway Board) have informed the Committee that there had.
been gradual increase in the availability of covered wagons with the-
Railways. The details are given below:

(Ason 3 x:'tela)rccember) Bcri?:ge M(‘:attrxege
1966 . . . . . . 1,58,083 76,208
1967 . . . . . . 1,65,878 77,857
1968 1,75,389 78,760«
1969 . . . . . 1,80,822 80,228
1970 . . . . . . . 1,85,244 81,355

1971 . .
(Ason 31-10-71) 186,639 81841

5.15. It has been stated by the Ministry of Railways that though
all possible efforts were made by them to make maximum number of
covered empties available for foodgrain loading, it was not always
possible to ensure the movement of the entire foodgrain traffic offer-
ing for despatch by rail in covered wagons, particularly during the
peak period of Rabi crop, when the bulk of the traffic procured from
Punjab and Haryana had to be lifted within a concentrated period
of 2 to 3 months. Shortage of storage at the procurement points
aggravated the situation and the Railways had perforce to carry
some consignments in BOX rakes in order to clear the stocks which
were kept in open storage, before the rains set in. General paucity
of storage capacity at the terminals coupled with labour problems,
it has been stated, had been creating conditions for covered wagons
containing foodgrains getting immobilised for long periods awaiting
release. This, in turn, reduced availability of covered wagons at the
loading points.

5.16. The Ministry of Railways have assured that when open
wagons were loaded with foodgrains, they were duly covered with
tarpaulins and block rakes were escorted by personnel of the Rail-
way Protection Force. These rakes were inspected en-route at speci-
fied points so that any displacement of the tarpaulins or lossening of
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lashings etc.. was rectified. Movement of wheat and other foodgrains
was stopped as soon as the monsoon set in.

5.17. The Railways expect that with more and more storage being
available both at the loading and unloading points, there would be
very well distributed level of loading throughout the year in which
case larger percentage of foodgrains loading could be done in covered
‘wagons.

5.18. The Committee have also been informed that Railways had
built a bogie type of wagon with sliding top but after experimental
loading of different commodities in these wagons the new arrange-
ment was not found satisfactory. It has been stated that from the
design point of view, it was not possible to convert the existing open
wagons into covered wagons.

5.19. The Ministry of Railways have explained that the storage
accommodation provided by the Food Corporation of India and the
State organisations did not permit of any mechanical bulk unload-
ing to be done, eliminating the use of labour. If the Food Corpora-
tion could arrange to handle the foodgrains in bulk both at the load-
ing and unloading points, the type of wagons that could be used
would be open wagons and not covered wagons. The Ministry of
Railways have opined that this would not be desirable particularly
during the monsoon period.

5.20. The following number of covered and open . wagons were
utilised by the Corporation during the peak months of May, June and
July during 1968, 1969, 1970 and 1971:—

~

Year Covered Open wagons Remarks
wagons

With tar- Without
paulins tarpaulins

1968 43,107 2,621 3,865
1969 . . . 50,841 8,155 Nil
1970 . 47,086 12,347 467
1971 . . . . 42,804 14.436 Nil#*

#¢8 wagons reached to W. Bengal Region and 21 wagons reached U.P, without tarpaulins,

5.21. Asked as to why open wagons were utilised in 1970 even
after the unhappy experience of 1968, the Corporation stated:—

“Initially it was anticipated that the movement of wheat would
start from middle of April, but due to early rains and late
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- “harvesting which delayed arrivals in the market for pro-
curement by various agencies in Punjab and Haryana, the
despatches did not commence in right earnest before the
middle of May. This resulted in the peak despatches hav-
ing to be compressed in a much shorter period which
necessarily involved utilisation of open wagons in longer
measure as compared to earlier years. In addition due to
relaxation of Food Zones, the public offering was more in
1970 as compared to last year resulting in greater utilisa-
tion of covered stock for this purpose”.

5.22. In another reply, the Corporation has confirmed that no
damage to foodgrains occurred during 1969 and 1970. Whenever
there was superficial wetting of bags, loss of grain was prevented by
immediate opening up of bags and drying of grain.

5.23. Asked why the Food Corporation of India failed to arrange
timely transportation of 3 lakh tonnes of Maize and Bajra from
Punjab and Haryana to deficit States in 1971, the Ministry of Agri-
culture stated that a complaint to that effect had been received from
the Governments of Punjab and Haryana. The Ministry have ex-
plained that the responsibility for distribution of foodgrains to deficit
‘States was that of the Government of India. The kharif grain avail-
able in Punjab and Haryana including 3 lakh tonnes of Maize and
Bajra was not required in any State. Punjab and Haryana Govern-
ments, it was stated, perhaps desired movement of Kharif grain to
other States so that storage accommodation falling vacant could
become available for rabi procurement. The Corporation has since
been advised by the Ministry to spread over the movement of fond-
grain from Punjab and Haryana to all months of the year so that
transport bottlenecks and handling dificulties at the terminals were
minimised.

5.24. The Committee also enquired whether it was a fact that about
one lakh tonne of wheat worth Rs. 8 crores from the wheat stocks
in Haryana State meant for the Centra]l pool had heen damaged due
to failure of the Food Corporation of India to l:ft the wheat stocks
despite timely warning by the Harvana Government. In reply,
Ministry of Agriculture stated that Haryana Government had report-
ed that the damage had been caused largely to the wheat lying on
farmers’ threshing floors on account of unseasonal rains in the months
of April and May, 1971. They had taken adequate precautions tn
cover the foodgrains procured by tarpaulins ete. and only small quan..
tities of wheat were affected. }



5.25. The Ministry also stated that in Haryana about 7 lakh tonnes
of wheat had been procured during 1871 against 4.82 lakh tonnes for
the whole of last year. Such Heavy procurement had created diffi-
culties in clearance etc. Movement difficulties in Haryana and in
other Northern States were accentuated on account of difficulties of
Railways particularly on account of labour trouble and law and
order situation in the Eastern Region. To deal with this situation,
the Corporation took the following steps in consultation with the
Government of Haryana:—

(i) Supplementation of rail movement by road movement to
Delhi.

(ii) Additional rail movement of stocks by piece-meal wagons.

(iii) Mobilisation of additional storage capacity with Roller
Flour Mills for Delhi and through CWC/SWC at Farida-
bad and other places in Haryana.

(iv) Loan of tarpaulins to the Government of Haryana for
enabling safe storage in the open.

(v) Open storage in Food Corporation of India godowns pre-
mises after taking all necessary protective measures.

(vi) Provision of additional movement outlets to the Southern
States.

(vii) Increasing the quota of Haryana Government in the
total share of movement out of Punjab/Haryana.

5.26. During the evidence of the Ministry of Agriculture, the
Food Secretary stated that in 1968 they had to use open wagons and
as such losses were somewhat high. Thereafter they prescribed a
certain procedure. The witness stated that according to this proce-
dure all the open wagons must be covered by tarpaulin, otherwise
they should not be moved at all. For that purpose, the Railway
station should be equipped with tarpaulins. At check points, the
wagons must be checked. They should be replaced if they get torn.
The representative of the Ministry of Railways added:—

“But this year there had been certain difficulties. The main
difficulty had been that in Western Sector i.e. Maha-
rashtra, Madhya Pradesh and in U.P. too the storage ac-
commodation was full. The main storage accommodation
available this year was mainly in West Bengal areas
putting 680 per cent of the total crop both of Punjab and

" Haryana, it had to move to West Bengal. In West Bengal
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we had very difficult time. For the last six months, or
80, apart from movement difficulties, in Calcutta area the
release has not been keeping pace. There are certain
difficulties which the F.C.I. has also been facing. The
wagons sent are not released. The difficulty in this re-
gard has been immense. The result was that the return
back of the wagon was delayed. In fact we asked the
West Bengal Government to help us in moving the Rabi
crop so that we can keep a constant flow. But the pro-
blems are too much”.

The representative of the Ministry of Railways informed the
Committee that precautions had been taken to ensure that when-
ever open wagons were used, these were covered with tarpaulins,
and en-route checks were made. He added that movement of food-
grains by rail had two aspects—the transit and unloading. He ex-
pressed the view “the danger is not that the foodgrains are_moved
in open wagons but the detention at terminals is fraught with
danger in that they get exposed to rain”.

E. Use of Road Transport

5.27. In para 1.22 of 43rd Report (Fourth Lok Sabha) on Appro-
priation Accounts (Civil), 1966-67 and Audit Report (Civil), 1968
relating to the Ministry of Food, Agriculture, C.D. & Corporation
(Department of Food), Public Accounts Committee (1968-69) had
recommended that ‘in planning of foodgrains for transport facilities
for the movement of foodgrains the Committee would like the
‘Government to take note of great improvement made in road trans-
port in the country, so as to make increasing use of it in the
interests of expeditious transport of foodgrains.’ In a reply furnish-
ed to that Committee, Government replied as under:—

“Foodgrains are being transported by road wherever it is not
unduly uneconomical to do so. The movement of food-
grains by road is being resorted to, particularly from
Haryana to Delhi and from certain ports in the South
serving Madras and Kerala. In other sectors also road
movement will be resorted to, wherever necessary, pro-
vided it is not too costly”.

5.28. In its Report, the Dave Committee which had been appoint-
-ed by Government for investigation of damages to foodgrains carri-
.ed in open wagons during May to July in 1968 also favoured utilisa-
“tion of road transport “to a greater extent for short leads during
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long leads”.

5.29. In a reply furnished after the evidence, the Food Corpora-
tion of India intimated that road transport is utilised for short lead
movements particularly from Haryana to Delhi. During the last

three years, the following quantities of foodgrains were moved by
road into Delhi:—

1968-69 . 23,881 tonnes
1969-70 . 39’684 ”»
1970-71 . . . . 575255 ”»

5.30. The Committee note that from May to July 1968, out of
12.36 lakh tonnes of foodgrains transported from Punjab, Haryana
and Andhra Pradesh on Government account from May to July during
1968, 2.36 lakh tonnes of foodgrains were transported in open wagons.
Unfortunately there were early monsoon rains in the Eastern and
Western regions where the bulk of despatches were concentrated and
consequently 6,741 tonnes of foodgrains got wet and were rendered
unfit for human consumption. The Dave Committee which investi-
gated into the damages to foodgrains moved in open wagons recom-
mended, inter-alia, that foodgrains should under no circumstances be
carried in open wagons without tarpaulins. The Committee regret
that despite Dave Committee’s recommendation, the Food Corporation
used 12,814 open wagons in 1970 of which 467 wagons were stated to
be without tarpaulins. During 1971, 14,336 open wagons with tarpau-
lins were used. It was found that 58 wagons reached West Bengal
Region and 21 wagons reached U.P. without any tarpaulins. It was
explained by the Corporation that ‘due to early rains and late har-
vesting’ in 1970 and because of the fact that public offering of food-
grains was more in 1970 than in 1989, peak despatches had to be com-
pressed in a much shorter period and consequently movement by
open wagons had become necessary. The Committee recommend that
keeping in view the experience of 1968 and as a matter of abundant
caution, the use of open wagons should be avoided in future. Should
it become unavoidable to use open wagons owing to unforeseen rea-
sons, it should be ensured that open weagons are covered with tar-
paulins without fail. The Committee feel that the Corporation cannot
afford to take chances in an important matter Jike this. The Com-
mittee have been informed by the Ministry of Railways that avail-
ability of covered wczsns has increased from 1,58,083 BG and
76,205 MG in 1368 to 1,86,639 BG and 81841 upto October, 1971.
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531. During evidence, the representative of the Ministry of Rail--
ways (Railway Board) opined that ‘the danger is not that the food-
grains are moved in open wagons but the detention at terminals is
fraught with danger in that they get exposed to rains.’ The Committee
also learnt during evidence that for the last six months or so, there had
been hold-ups of movement in the Eastern sector. The wagoms, it
was stated, were not unloaded in time resulting in delays in the
return back of the wagons. The Committee are deeply concerned
with the problem of hold-up of wagons at terminals. Delays in un-
loading of wagons not only result in less availability of wagons for
movement of foodgrains in the country but also create bottlenecks,
frustrating the very objective of ensuring movement of foodgrains on
a planned basis. The Committee, therefore, recommend that con-
certed efforts should be made by the Department of Food/Food Cor-
poration of India and the Railways to ensure that wagons carrying
foodgrains are not held up en route or at terminals to obviate losses
by ‘wet’ or pilferage.

5.32. In the Committee’s view, smooth movement of foodgrains
depends to a large extent on how well the movement of foodgrains
is planned by the Food Corporation of India in coordination with the
Railways. The Committee recommend that while preparing Move-
ment Plans, the aim should be to spread out movement of foodgrains
throughout the year so as to avail of closed wagons for safe transport.
Now that the Food Corporation of India/Government have adequate
storage capacity at their disposal, this task should not prove formid-
able and it should be possible to draw up integral plan for procure-
ment, movement and storage on the basis of well verified data.

5.33. The Committee find that the Food Corporation of India have
been moving larger quantities of foodgrains by road particularly from
Haryana to Delhi. The quantity of foodgrains moved by road into
Delhi was 23,881 tonnes in 1968-69, 39684 tonnes in 1969-70 and
57,255 tonnes in 1970-71. The Committee recommend that a com-
prehensive study be undertaken to determine break-even point
between the cost of road transportation and cost of movement of
foodgrains by rail for various regions in the country. Any enlarge-
ment of the scope of movement of foodgrains by road should de-
pend on the r-sults of such study and availability of spare capacity
on the Railways to undertake the transport expeditiously and in

time.
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F. Transit Losses

5.34. The following transit and voyage losses occurred since the
1inception of the Food Corporation of India:—

‘(i) Transit Losses

— e e

Year uantity Value Percentage to
tonnes) (Rs. /crores) Qty, moved
1965-66 11,000 098 113
1966-67 19,500 130 1-48
1967-68 33,800 2:63 1-76
1968-69 1,18,000 6-81 3:26
1969-70 1,085,000 7-90 1-40
1970-71 90,000 7.80 123
ToTaL 3,77,300 2739
(ii) Voyage Losses
Year Quantity Value Percentage
(tonnes) (Rs./crores) to quantity
shipped
1965-66
1966-67
1967-68 1,300 0-10 0-16
1968-69 . 7,000 0-53 055
1969-70 15,000 093 037
1970-71 . . 10,000 0.60 9-33

5.35. In January, 1968, Government of India appointed a Com-
‘mittee under the chairmanship of Shri J. A. Dave to go into the
-question of shortages/losses of foodgrains at various stages of hand-
ling and transit. Some of the important recommendations made by
the Dave Committee are:—

(1) to avoid spillage because of loose or inadequate stitching
the only remedy is to introduce automatic bagging and
stitching machines without delay. However, till this is
done it has to be ensured that bags are stitched to the
extent required i.e. 16 stitches shoiild be there. Aer De-
partment of Food is adopting certain incentive measures
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to ensure maximum possible output from labour the ques-
tion of allowing an extra payment to the labour who
stitch to the required extent may also be considered.

(2) In order to minimise the losses due to stitches giving way
or being inadequate, it is necessary that stitchers are
readily available at the loading points so that the bags
could be mended immediately,

(3) It should be ensured that the bags whether standardised or
not are loaded into the wagons under proper supervision
and the Railways made liable to deliver the same number
of bags at the consignees’ end.

(4) The difference in weight on account of differences in the
modes of weighment can be minimised by installation of
the same type of scales at the loading and unloading points
and also at the storage depots.

(5) Standardisation of bags would solve many problems arising
on account of difference in the mode of weighment and
the difference in the percentage of weighment,

(6) Use of open wagons should be strictly avoided. If move-
ment of foodgrains by open wagons is to be resorted to as
inescapable due to limited stock of covered wagons avail-

" able and heavy transport requirements, the Railways
should ensure complete safety of cargo by adequate pro-
vision of tarpaulins, proper lashing and escorting of the
wagons including frequent checks en route.

5.36. The amounts of transit losses (including storage losses)
written off by the Food Corporation of India were as under: —

Year Amount of Loxs
written off
(Rs./crores)

1967-68 . . . . . . . 027
1968-69 . . . 2:00
1960-70 . . . . . . . . . 1-34%

5.37. During official evidence, the Food Secretary clarified that
the losses written off during 1967-68 and 1968-89 was for a period
of six years and was not for a particular year and that it was in
the nature of financial book adjustment. -‘He assurcd ‘the loss is
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written off only after FCI is satisfied that these lossus are genuine
and bona fide ones and were not due to human factors’.

538. Powers hava been delegated to Regional Managers and
Zonal Managers for write off of transit and storage losses upto
0.5% and 1% respectively. Cases of losses exceeding 1% but
below 2% are written off by the Chief Commercial Manager. All
losses in excess of 2% are written off by the Managing Director.

5.39. During evidence, the representative of the Ministry of Rail-
ways (Railway Board) stated that normally when foodgrains were
moved. in bulk, they were specially escorted to ensure that no pil-
ferage or damage took place in yards. Special precautions like
‘anti-bleeding devices’ had been introduced in wagons. This device
had, it was claimed by the witness, prevented making of holes and
extracting of grains. The witness also claimed that “by and large
with the provision of escorts and watch and ward personnel, these
complaints have been brought down very considerably.” On being
pointed out that loss of foodgrains through pilferage in Railway
yards was a national loss and something had to be done about it,
the representative assured, “We will take notice of this, Sir.”

540. The Committee note that losses of foodgrains in transit had
been rising steadiiy from 1.13 per cent of the quantity moved in
1865-66 to 1.58 per cent in 1966-67 and 1.76 per cent in 1967-68 until
1968-69 when such lesses reached an all time high at 3.26 per cent. The
Commiittee also note that subsequently, the Corporation had been
able to arrest the rising trend of transit losses in close coordination
with Railways. In 1969-70 transit losses were brought down to 1.4
per cent and it is estimated that these losses may be only 1.23 per
cent during 1970-71. The Committee welcome the efforts made by
the Food Corporation of India and the Railways to bring down these
losses under control. The Committee, however, feel that scope for
further reduction of tranmsit losses still exists. Vigorous efforts are
called for to minimise the transit losses. With this end In view, the
Committee recommend the adoption of the follow'ng measures:—

(i) bagging, stitching and weighment should be done with
utmost care to avoid spillage of foodgrains. Use of non-
standardised bags should be eliminated. Ssme types of

scales for weighment may be used at loading and unload-
ing points;

(ii) Loading and unloading operations should be supervised
by responsible effic’als of the Corporation and the Railways
because if the loading is done in a careless manner no



73
amount of en route checks would be able to prevent these
losses;

(iii) With the improvement in the availability of covered
wagons with the Railways, use of open wagons should be
resorted to only in exceptional circumstances and after
making sure that necessary provision for covering these
wagons securely with tarpaulins and safe escort would be
there;

(iv) En route checks be intensified by the Railways to plug
leakage of foodgrains and to ensure that tarpaulins
remain in position and are not removed by unscruplous
people;

(v) En route surprise checks be carried out to ensure observ-
ance of instructions; and

(vi) security arrangements be augmented to avoid pilferage
of foodgrains at loading and unloading peints and Railway
yards.

G. Wheat Movement Plan for 1970-71

5.41. In May, 1969, the Food Corporation of India assigned the
transportation and storage study to the National Council of Applied
Economic Research. The Council has completed a Wheat Movement
Plan for 1970-71 season. The plan covers 5.968 million tonnes of
wheat including 3.177 million tonnes of imported wheat estimated to
be transported during May, 1970 to April, 1971. In addition to the
optimum plan, the Council has suggested a number of improvements
in movement operations. The Food Corporation of India forwarded
their observations on this plan to the Ministry in June, 1970. The
Council has completed a simijlar kharif movement Plan which has
been received by the Corporation in November, 1970. The NCAER
is expected to complete. a General Report soon.

5.42. In their Wheat Movement Plan for 1970-71, the Council had.
inter alia, recommended that: —

(i) Greatest advantage -in rail transport can be secured by
block loading at a single station. But as this is not possible
in practice, the next better viz. coneentration of loading
at as few points as possible should be attempted.

(ii) To enable the Railways to mobilise resources to deal with
long distance traffic, it is suggested that local movements
during May and June be kept to the minimum and short
lead traffic moved by road.
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(lif) Finally, the efficiency of wheat movements—in fact -all
foodgrain movement—depend a great deal on a close co-
ordination between the FCI and the Railways. The bas:s
for this coordination has already been established, but it

. is limited in the sense that it does not extent to all levels
" involved in actual operation.

H. Telecommunication System

5.43. The Ministry of Agriculture have stated that on receipt of
a copy of the Council’s Wheat Movement Plan, a reference was
made to the Food Corporation of India to let the Department of
Food know the action taken by the FCI on the various recommenda-
tions. While many of the observations and recommendations made
by the NCAER were already being implemented, there was only one
item which attracted the attention of the Government of India. Tt
was the suggestion for improving the system of telecommunication
including the installation of teleprinters. The views of the FCI on
the provision of vast telecommunication system at the district and
Regional level with the FCI Headquarters were called for. The FCI
commented that the suggestion for improving the telecommunica-
tion system would imply the installation of teleprinters|telex at least
at the important producing and receiving centres. The cost of
installation at such centres could be excessive in comparison to the
advantages claimed. Though the FCI appreciated the need to im-
prove the communication system in order to obtain and analyse the
data and for communicating decisions quickly but considered that
the investment may not be justified at this stage. The FCI was also
of the view that the utility of the communications will have tn be
seen not only with reference to its orientation in terms of limited
transportation problem during the peak Rabi season but also with
regard to purchase and sale operations in a free market when the
Food Corporation of India will necessarily have to take snap decisions
on the basis of day-to-day fluctuations in market prices.

5.44. The Committee arc glad to note that Food Corporation of
India had entrusted the task of preparing a Wheat Movement Plan
for 1970-71 to an expert body like the National Council of Applied
Economic Resnarch. This was no doubt » step in the right direction.
The Committee hope that the recommendations made by the Council
for rationalisstion of wheat movement would continue to guide the
Corporation in evolving movement plans for future vears.

5.45. The Committee find that the National Council of Applied
Economic Research had suggested ‘mprovement in {he system of
teleccommunication including the installation of teleprinters in the
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Food Corporation of India in the context of problem of transporia-
tion of foodgrains. The Corporation, however, are not in favour of
its introduction because utility of the communications will in their
view have to be seen not only with reference to its orientation in
terms of limited transportation problem during the peak “Rabi”
season but also with regard to purchase and sale operations in a free
market when the Corporation will necessarily have to take snap
decisions on the basis of day-to-day fluctuations in market prices.
Moreover, installation of teleprinters/telex at the important produc-
ing and receiving centres would involve extra investment which,
the Corporation feels, may not be commensurate with the advantages
claimed. While it is true that installation of teleprinters/telex
involve expenditure, the Committee would like the Corporation to
re-cxamine the matter in the light of the following facts:—

(i) For a country-wide Organisation like F.C.I. reliable and
quick means of communication are an essential tool;

(ii) teieprinter/telex would naturally reduce heavy expendi-
ture at present spent on trunk telephones;

(iii) the investment on telex/teleprinters may be reduced to
the minimum necessary in consultation with Directorate of
Telegraphs. To begin with only the most vital points
where fast communications are a “must” may be connected
by telex/teleprinters and the position reviewed in the
light of experience.



V1
SALE AND DISTRIBUTORS

A, Sales Policy

The disposal of the grain purchaesed in each State on behalf of
State Governments is decided by the State Government. Where
an allocation is made, in consultation with the State Government,
to the Central Pool for supply to other States, the State-wise all-
ocations of such quantities to the other States, are determined by
the Central Government. Sales by the Corporation.are effected
either to State Governments, or to their official nominees like the
District Collectors or directly to wholesale or retail dealers, accord-
ing to the directions given by the State Governments. Wherever the
Corporation sells directly to the trade, the sale price is recoverable
by the Corporation before delivering. Under this arrangement the
State Governments are relieved of the responsibility of financing the
purchase of stocks and keeping account of the transactions, at the
same time retaining full control over the operations. Where, how-
ever, sales are made under specific directions of the State Govern-
ments at prices below the economic cost, the difference has to be
met by the State Governments.

6.2 In the case of foodgrains which are subject to price control,
the sale price (inclusive of the amount recoverable by the Cor-
poration for covering its expenses) is fixed by the State Govern-
ment concerned or the Central Government, as the case may be.
In cases, however, where there is no price control and the Cor-
poration purchased foodgrains like gram, gramdal, arhar dal, etc,
in producing States to meet the needs of consuming States, selling
prices are fixed by the Corporation having regard to the economic

cost.

€3 Purchases of imported foodgrains were being made by the
Corporation from the Government of India till recently. The Cor-
poration had, however, been clearning the foodgrains in certain
minor ports. The work relating to clearance of foodgrains at all the
ports has been transferred to the Corporation since 1st March, 1969.
These imported foodgrains are distributed in accordance with the
allocations of the Central Government to various States.

76
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6.4 Initially the activities of the Corporation were limited to
Southern States comprising of Andhra Pradesh, Madras, Mysore
and Kerala. In the course of the last three years the Corporation’s
activities have been extended to cover almost the entire country.
In addition to wheat, rice and paddy, the Corporation undertakes
the purchase and sale of gram, gramdal, barley, groundnut oil,
jowar, maize etc. either as a commercial activity or as a measure of
price support.

B. Public Distribution System

6.5 The following was the quantity of foodgrains distributed
through the public distribution system since 1965: —

(in Million Tonnes)

Year Rice Wheat 2::;;.« Total

1965 3'6 59 06 10° 1
1966 41 8.1 1-8 *14°1
1967 30 7°4 2:8 13:2
1968 33 57 1'2 *10°2
1969 34 52 08 9'4
1970 31 54 04 89

(*Totals do not tally due to rounding off)

6.6 Arrangements for distribution of Government foodgrains
through fair price shops at fixed prices already exist in practically
all the States and Union Territories. In August, 1971, when the
prices of foodgrains registered a rise in some of the States, Central
Government advised the State Governments to liberalise the dis-
tribution of foodgrains, particularly of wheat and coarse-grains
through the fair price shops. Certain States were also advised to
enlarge the public distribution system of  foodgrsins by opening
additional fair price shops where necessary and covering a larger
population. At present 316.5 million people in the country are un-
derstood to be served by a chain.of 1,23,095 fai¥ price shops. The
system of public distribution of foodgrairs in the States was re-
viewed at the Conference of the Chief Ministers of the States held
in New Delhi on 13th October, 1971. At this Conference, the meed
was appreciated of further strengthening the public distribution
system, particularly in rural and inaccessible areas. In a letter
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addressed to all State Governments/Administrations, the Ministry
of Agriculture (Dept. of Food) emphasized that :—

(i) it is necessary that the State Governments which have
already arrangements of fair price distribution of food-
grains should maintain them;

(ii) In areas where there are no such arrangements at present,
the State Governments concerned should eep a skeleton
scheme for fair price distribution of foodgrains ready for
immediate implementation when necessary; and

(iii) State Governments may review the position in different
areas of their States and keep arrangements ready for
enlarging the fair price distribution system and extending
it to areas where it does not exist at present, so that, the
system may start working immediately when need is felt
for it in any particular area.

6.7 At present Statutory rationing is in force only in Calcutta and
Durgapur-Asansol group of towns for rice and wheat; it is in force
in Bombay for rice only. During 1971, there have been draughts in
parts of Andhra Pradesh, Maharashtra, Assam, Mysore and un-
precedented floods in Uttar Pradesh, Bihar and West Bengal.
Prices of foodgrains have, therefore, gone up considerably.

6.8. The Committee note that at the Conference of the Chief
Ministers of the States held in New Delhi in October, 1971, need was
felt for further strengthening of the public distribution system, parti-
cularly in rural and inaccessible arcas. The Committee also note
that as a follow up measure, the Ministry of Agriculture (Dcpart-
ment of Food) have requested the State Governments to “review
the position in different areas of their State and keep arrangements
ready for enlarging the fair price distribution system and cxtending
it to areas where it does not exist at present, so that the system may
start working immediately when need is felt for it in any particular
area,” The Committee are aware of complaints sometimes voiced
in the Press that fair price shops in the rural areas hardly function
and where they do, the quantrm of ration ava‘iable is insufficient.
The Committee have no doubt that in extending the system to rural
areas and inaccessible areas in States, Government would take into
account the difficulties being experienced by weaker szections of
consumers in rural areas. The Committee desire that in the event
of enlargement of the public distribution system to rvral and inacces-
sible areas in various States, the Food Corporation of India would
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make special efforts to feed the public distribution system in such
areas with assured supply of foodgrains at a reasonable price.

C. Wholesale Distribution of foodgrains

6.9 At present the Food Corporation of India, undertakes whole-
sale distribution of foodgrains in two States only. These are West
Bengal and Kerala. The Ministry of Agriculture has intimated that
some time back Government of India had suggested to all other
State Governments including the Government of Rajasthan to
consider favourably the expansion of the activities of the Food
Corporation of India in different States. This included taking over
of wholesale distribution of foodgrains also. This suggestion was
made in order to ensure that by taking on this additional work and
by using the staff, which did not have much work during the non-
procurement seasons, the overheads of the Corporation could be re-
duced and thereby both procurement and distribution could be
done a little cheaper than otherwise. However, with the phenome-
nal increase in procurement and with the problems of storage move-
ment, etc. that the Corporation was now facing, the Government
are now of the view that it would not be advisable to saddle the Cor-
poration with these additional commitments of distribution in the
various States. Government have, however, stated that they will
examine this matter and take a policy decision soon.

6.10 The question of transfer of wholesale distribution of food-
grains in Rajasthan had not been settled because of differences
between the Corporation and the State Government on two main
points. Whereas the Government of Rajasthan had desired that the
Corporation should take over 82 centres spread over 26 districts in-
cluding 17 centres which were non-rail heads, the Corporation was
prepared to operate wholesale distribution programme to only 5 go-
down centres owned by it and 29 centres at which CWS|RSWC go-
downs were situated. Secondly, the Corporation had demanded inci-
dentals of Rs. 4.94 per quintal for undertaking distribution whereas the
Government of Rajasthan was prepared to pay incidentals at the
rate of Rs. 2.47 per quintal for the month and additional incidentals
at this rate if the foodgrains were stored beyond one month.

6.11 In a reply furnished after the evidence, the Food Corporation
of India informed the Committee that apart from Rajasthan, they
had received requests for taking over wholesale distribution of food-
grains had been received by them from State Governments of Orissa,
Gujarat, Maharashtra, Himachal Pradesh,. Madhya Pradesh,



80

Binar. 'Ine Corporation has iniimated that the position in this re-
gara 1n these States 1s as under:— ' S

W’

(i)

(iii)

- (iv)

‘Orissa.— The State Government in their letter dated

11-12-68 had enquired whether F.C.l. could under take
wheat distribution at the incidentals indicated by the
State Government. Counter proposals were sent to the
State Government. * The matter was also discussed with
State Government’s representatives. There was almost
complete agreement on the arrangements for the take
over of the wheat distribution work. In the meantime,
Northern Wheat Zone was enlarged so as to include
Orissa also in it. Considerable reduction in the off-take
of wheat was therefore expected. The State Government
have not since shown any keenness for the implementa-
tion of the Scheme. The Corporation is the procurement
and the wholesale distribution agency for rice in the State.

Gujarat—In April, 1969, the Regional Manager requested
the State Government to consider the question of hand-
ing over the distribution work to FCI. The matter is
under consideration of the State for sometime but they
have not taken any decision so far.

Maharashtra—When the work of the Food Department
was taken over by the FCI on 1-3-69, the Maharasthra
Government was also requested to consider handing over
the work of distribution of foodgrains in the State. The
information desired by the Maharashtra Government was
supplied to them. The work was also at a higher level
with the State Government officials. It was gathered
that the State Government was not anxious to change the
existing arrangements and to hand over this work to the
Corporation.

Himachal Pradesh.— At the request of the H. P. Govern-
ment for undertaking the work of distribution in the
State, certain information was sought from them. The
information required was not furnished but as desired by
that Government, officials of the Corporation went over
to Simla for discussion. On the basis of the discussion, a
questionaire was prepared and handed over to the State
Civil Supplies Department on the spot for eliciting further
information ‘required for studying the economics etc. of
distribution work. The information is still awaited.
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(v) Madhya Pradesh.— On 29-4-70, the State Government
issued instructions requiring the FCI to supply wheat
directly to the fair price shops from our depots on re-
lease orders issued by the Collectors. The FCI have
undertaken it at mutually acceptable terms at places in-
dicated by the State Government.

(vi) Bihar.— At the instance of the State Government the
Corporation has given broad outline of a wholesale dis-
tribution scheme. The final reaction of the State Govern-
ment is awaited.”

6.12. It has been pointed out by the Ministry of Agriculture that
responsibility for internal distribution of foodgrains was that of the
State Government. The State Governments had a civil supplies
organisation which was expected to look after this work. Though
internal distribution of foodgrains was not the primary function
of the F'CI, but it was thought that FCI could take over the function
of whole-sale distribution in order to save some overhead charges.
Tt has been stated that it was for the State Government to make
arrangements for distribution in vulnerable and far flung places and
the FCI was not expected to handle this work as a matter of course.

6.13. The Committee note that sometime back the Government of
India had suggested to variovs State Governments that the Food
Corporation of India should be given the responsibility for whole-
sale distribution of foodgrains also, so that by taking on this addi-
tional work and using its staff, wh'ch did not have mush work during
the non-procurement seasons, the Corporation could reduce its over-
heads and thereby both procurement and distribution could be done
a little cheaper than otherwise. The Committee have been informed
that Government are exam’ning this matter and a policy decision
will be taken by them soon. The Committee would like Govern-
ment to expedite their decision. The Committee would, however,
like to stress that the approach should be for finding greater utilisa-
tion of staff already on the pay rolls of Food Corporation of India
and not to add to them in the name of additional responsibilities taken
over from States. As recommended elsewhere in the Report, there
is a pressing need to reduce the burden of overheads, which are
borne largely by the consumer and exchequer. Moreover, Govern-
ment should keep in mind the fact that with growing abundance of
foodgrains in the coumntry the need for regulatory measures and
extensive distribution agency mav in course of time come to be
reduced.
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As far as the internal distribution of foodgrains in the States is
concerned, it is and should continue to be the primary responsibility
of the respective State Governments. The State Governments have
a civil supplies organisation which is expected fo handie this work.
There should, therefore, be no question of transfer of internal distri-
bution work to the Corporation alongwith the staff concerned in any
State.

D. Sale through Tender System

6.14. It was alleged in a representation received by the Committee
that “inspite of a stipulation in the tender form of acceptance of
offers upto one wagon then has been bungling of crores of rupees in
such sales, either by offering huge lots in such a way that the genuine
purchasers are discouraged and scared away or by adopting other
ways so that only the favoured bidders come forward to take the
commodity.” Both the Food Corporation of India and the Ministry
of Agriculture have in their replies denied this allegation and have
stated that large scale disposals of commodities not subject to
Governmental control were generally made by the Corporation
through open tenders only, in which case wide publicity was given
in prominent English and local language dailies. 'Whenever such
disposals were advertised, it was made clear that the parties were
at liberty to quote for whole or part of the stocks on tender. For
operational reasons, it was also laid down that offers for less than one
wagon load may not be considered. For disposal of commodities in
small lots, which may be left-overs in a number of places, the Cor-
poration also resorted to auction sales. The auction sales were also
resorted to in certain cases where little or no response was received
to tender inquiries and the stocks had to be disposed of as expedi-
tiously as possible.

6.15. The procedure regarding auction sales had been circularised
to all the Regional Managers of the Corporation and the period of
notice for holding these sales and the maximum quantities to be
auctioned at. a time had been left to the discretion of the Regional
Managers who generally held auction as suited to local conditions.
Wide publicity was also given to these auctions commensurate with
the quantities to be sold and their value. The bidders were also
allowed to inspect and satisfy themselves about the quality of
stocks before the bidding takes place. The Food Corporation of
India, therefore, feel that the present policy was adquate to ensure
that the interests of the small purchases were safeguarded.
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6.16. The Committee recommend that the present system of sale
of foodgrains may be reviewed to see how it could be improved so
as not to discourage smal and bona-fide traders.

6.17. The Committee enquired whether it was a fact that the present
system of sale of coarse grains by inviting tenders frustrated the
objective of providing foodgrains to the consumers at steady prices
throughout the year because traders bid higher and higher price.
In reply, the Corporation has stated that it does not agree
that what the sales of coarse grains by open tenders frustrated the
objective of steady prices. In fact such sales had a healthy effect on
prices. Sales of coarse grains viz., Jowar, bajra and maize generally
made to the State Governments. It was only when the allocations
made by the Government of India were not accepted by the State
Governments for one reason or another, that alternative avenues of
disposal were explored by the Corporation, the allocations made to
the State Governments were in fact for the purposes of having these
coarse grains distributed through the public distribution system in
the various States at a price determined by the State Governments.

6.18. While the Corporation agree that all the stocks of coarse
grains purchased by the Corporation should be disposed of by sales
through Fair Price Shops, the demand through the public distri-
bution system depends on the issue price of the coarse grains concern-
ed and availability of various other grains and pulses and their prices
in the open market. If the prices of other grains are low, there is very
poor lifting of the coarse grains through the public distribution
system with the consequent decline in the demand for coarse grains
from the State Governments. In such a situation, the Corporation
is obliged to dispose of these grains either by open tenders or by
offer to the bulk consumers at mutually acceptable rates.

E. Sale of wheat to Roller Flour Millers

6.19. According to the information received by the Committee,
the Roller Flour Millers in the country had been facing the follow-
ing difficulties: —

(1) Corporation procures wheat from April to July there
after it is dormant for the rest of the year leaving the
foodgrains market at the mery of demand and supply.
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(2) Roller Flour Millers cannot buy their requirements of
wheat from the open market and take advantage -of fall in
market price.

(3) The data furnished to the Roller Flour Millers by the
Corporation about the wheat supplied to them is in-
complete in as much as it gives only the physical
characteristics but not the chemical composition i.e.
protein content, etc.

(4) The number of delivery points set-up by the Corporation
at Delhi are not adequate with the result that whenever
major deliveries of wheat are to be made, delivery oper-
ations get begged.

(5) Corporation does not provide adequate labour at their go-
downs with the result that Millers had to bring their
own labour for the sake of expeditious delivery.

(6) Operating hours of the Corporation in Delhi are from
10.00 A.M. to 3.00 P.M. Millers who fail to turn up during
these hours to go without delivery.

6.20. During evidence of the Ministry of Agriculture, the Com-
mittee asked whether it was a fact that the F.C.I. undertook procure-
ment of wheat during the months of April to July only and become
dormant during rest of the year leaving the market at the mercy of
demand and supply. The Food Secretary said, “Sir, the first state-
ment that F.C.I. undertake procurement only during the months of
April to July, is not correct. It is making procurement all the year
round.” He added, “of course, the bulk of the procurement of wheat
is done from the middle of April to June.”

6.21. The Committee were also informed by the official represen-
tatives of the Ministry that the ban on the Roller Flour Millers to
purchase their requirements of wheat from the open market had
been lifted. Now if a Miller did not want supplies from Govern-
ment, he was free to purchase 100 per cent of the required grain
from the open market. But if the Miller wanted supply from
Government, he could buy only upto 30% from the open market.

6.22. The Ministry of Agriculture stated that data relating to phy-
sical and chemical characteristics as also of baking qualities of

various varieties of wheat was being supplied to the Roller Flour
Mills.
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6.23. During evidence the official respresentative of the Ministry
stated that there were large number of delivery points in the exist-
ing depots in Delhi and whenever there was a particular rush ad-
ditional delivery points were opened. Delivery was further facili-
tated by weighing on weigh bridges. Weigh bridges were function-
ing in two or three depots.

6.24. The Food Secertary admitted that shortage of contractors’
labour at F.C.I. depots was felt in the harvest season from April to
June and Millers brought their own labour to expedite delivery.

6.25. The Committee were informed that hours of work of FCIs
depot were from 9.30 AM. to 3.30 PM. Customers had to come
within these hours but deliveries went on two to three hours after.
Customers were not received after 3.30 P.M. because trucks had to

be loaded.

6.26. The Food Secretary denied the allegation that the Miller
were asked to sign a letter of delivery before the delivery. Acknow-
ledgement was obtained only at the end of the delivery at the back
of the order in token of having received the wheat.

6.27. One of the main grievance voiced before the Committee by
a Federation of the Roller Flour Millers was that millers had to
buy sll their requirements of wheat from the Food Corporation
of India and that even when open market prices of wheat were
less than the Corporation’s prices they could not take advan-
tage of the reduced open market prices. During evidence the offi-
cial representative of the Ministry of Agriculture (Department of
Food) informed the Committee that the ban cn the Roller Flour Mil-
lers to purchase their requirements from open market had since been
lifted and now if a Miller did not want supplies from Government,
he was free to purchase 100 per cent of thc required grain from the
open market but if a Miller still wanted supply from Government he
can buy only upto 30 per cent from the open market. While
the Committee hope that this relaxation will remove the ma‘n grie-
vance of the Roller Flour Millers, the Committee wish to invite
attention of Government to the need to ensure that whatever quan-
tities of wheat are sold by the Corporstion to the Roller Flour Mil-
lers at a fixed price are in foct milled into Atta and are not surrep-
titiously sold in the market in order to earn profits without render-
ing any service to the consumers of Atta.
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OTHER ACTIVITIES
A. Port Operations

Since 1965, India’s net imports of Rice, Wheat and Cereals were as
ugder:

(in Mlilion Tonnes)

Year Rice Wheat  Cereals Total
1965 . 08 66 78 149
1966 08 78 10°3 18:9
1967 05 64 87 15°6
1968 04 48 57 10°9
1969 o5 31 39 7'S
1970 02 3'4. 26 52

72 The followmg quantities and values of foodgrains and fer-
tilizers were handled at various ports by the Food Corporatxon of
India since its inception:

(Qty. in lakh tonnes)

(Value in Re. crorcs

Year Wheat Rice Milo Total Ferti-
lizers

Qty. Value Qty. Value Qty- Value Food- Qty.

grains
1965-66 . 2'13 9 90 1'0t 614 .. .. 3°14 0°22
1966-67 - 4'81 2336 406 2537 013 045 900 183
1967-68 615 36 65 1°94 18:62 013 0°59 8:22 2+83
1968-69 9-81  74°52 3 0'1 2897 . .. 12:83 463
1969-70 . 31°93 186'35 4°46 50°84 3'04 14°76 39°43 21'43
1970-71 . 29°37 171°19  2'93 2I'90 .- 32°'30 1404

86
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7.3. The entire port operations work at all the 25 ports in the
country was entrusted to the Corporation by 1st April, 1969. A
major step has been taken by the Corporation in de-casualising

labour at the port and godowns in Greater Calcutta from January,
1970.

74. With the increasing responsibility being cast on the Cor-
poration for handling of imports of foodgrains and fertilizers at the
ports, the Corporation has now developed an expertise in the sphere
of port operations. An idea of the efficiency with which these oper-
ations were carried out can be had from the estimated amount of
demurrage incurred and the despatch money earned by the Cor-
poration. These figures are given below:

(Rs. in lakhs)
Year Demurrage incurred Despatch Money Earned

Food- Fertil'zers  Total  Food- Fertilzers Total

grains grains
1965-66 0-28 .. 0-28 2:76 0-38 314
2966-67 7:36 1-13 8:49 7:62 2°61 10°23
1967-68 909 012 9-21 7:03 3:96 10°99
1968-69 532 0° 66 5:98 14° 26 4°42 18-68
1969-70 17°92 13:64 31°56 35°91 31-23 67-14
1970-71 1527 0°52 15°79 35-64 3027 6591

7.5. During evidence of the Ministry of Agriculture, the Com-
‘mittee enquired why demurrage incurred had gone up from Rs. 0.28
lakhs in 1965-66 to Rs. 31.56 lakhs in 1968-70. In reply, the Food
Secretary stated that demurrage had gone up in the years 1966-67,
1967-68 and 1968-69 because of tremendous imports of the order of
more than 10 million tonnes in those years and because of bunching
of ships and non-availability of berths. He added that the Cor-
poration had earned more despatch money than the demurrage by
quick clearance of foodgrains and this had resulted in a net gain to
‘the Corporation.

7.6. The Committee are unhappy to note that the demurrage in-
curred by the Food Corporation on foodgrains and fertilizers
had shot up from Rs. 0.28 lakhs in 1965-66 to Rs. 31.56 lakhs in
1969-70. During 1970-71, demurrage is estimated to be Rs. 15.79 lakhs.
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While as pointed out by the official representative of the Ministry,
it was true that the Corporation had earned more despatch money
than the demurrage incurred by it each year since 1965-66, the Com-
mittee stress that there should be unceasing effort to so regulate flow
of imports as to avoid bunching of ships at ports and unload -the
foodgrains with utmost expedition so as to earn maximum despatch:
money and obviate any demurrage. The Committee recommend that
the Corporation should undertake a critical investigation of each
case of demurrage; assess responsibility for the lapse, and devise con-
crete remedial measures for future to arrest this disturbing trend.

B. Rice Mills Project

7.7. There were 67,100 rice mills of various types in India as on
1st January, 1870. Details are given in Appendix V. Of these,
57,445 mills are of single Huller type. While most of the mills in the
Cooperative and public sectors are generally larger capacity: units,
majority of the rice mills, especially Hullers, are very small units
which are predominately in the private sector.

7.8. Rice milling is the largest food industry in India. Although it
is the oldest of the food industries, it is the most backward. This
is because the industry is very poorly organised and is using old
outmoded milling equipments. The age old process of hand-pound-
ing of paddy to produce rice was substituted in the later part of the
19th century by rotary type Hullers. Paddy Shellers and rice-polishing
cones were introduced about 35-45 years ago and the handling pro-
cess was further mechanised with a view to reduce costs. Improved
mill designs with better performance have been introduced in other
rice producing countries since then while in India, this industry has
remained stagnant.

1-7.9. In the total marketing functions of rice, milling' has a key
role and millers dominate the entire operation. Unlike Wheat,
paddy has to be milled before marketing. Rice Millers thus not only
mill paddy, but are also important wholesale traders who purchase
paddy and sell rice. It is through rice mills that one can gain a
commanding position in the rice trade. Realising the importance of
it, the Food Corporation of India has embarked on a programme of!
setting up a chain of 24 modern rice mills in the country at a capi-.
tal cost of Rs. 351 crores (revised estimate) The capital cost is ex-
clusive of the :cost of silos attached to. rice mills,.The cost of these:
silos has been included in the storage programme approved by Gov-.
ernment. The Rice Mills Project was.approved by Government in

- - - ' -
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1967. The rated capacity of each Rice Mill will be 4 tonnes per hour.
21 out of 24 rice mills would have par-boiling facilities.

7.10. For fulfilment of the programme, five complete rice mills
and the more intricate components such as paddy separator, paddy
husker and rice whitening machines for 19 other mills were ordered
from Japan early in 1967, with the intention that the balancing
equipment for these 19 mills would be manufactured indigenously.
For the manufacture of the balancing equipment M/s. Binny Eng-
ineering Works, Madras entered into collaboration with M/s Stake
of Japan. The Food Corporation of India’s Agreement with M/s
Binny' Corporation Works provides for the supply of the above
machinery at landed cost of corresponding components of Japanese
make plus 5% in Indian currency.

7.11. Location of all these Rice Mills was finalised by October,
1970. It will be as under:—

LOCATION OF F.C.I. MODERN RICE MILLS
(in 000 M.T.)

Procurement of paddy, rice in
1970-71 (From Nov. 70 1o
July, 71 in the region).

Location Region
Rice Paddy Total in
terms of
rice
1 2 3 4 5 6
*1, Thanjavur Teamil Nadu )
*2, Mannargudi » ) .
4 977 5s
*3. Sembanarkoil - »» .
*4, Chidembaram . » J :
*5. Nizamabad . Andhra Pradesh - 383 183 4S8
*6. Nellore . . » -
*7, Mir-Yalaguda . . . » . °
8. Sattenapalli .- » ' o -
¢9, Olavakot Kerala (Reqmremcms— to be met from
i ’ Palghat districtand other ne)gh~
bouring dmncxa 11 amil

Nedw. .

*10. Hirakund ‘% ., . Orissa -
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1 2 3 4 s 6
11, Dungirapalli . Origsa 365 243
12. Jeypore . 2
13. Buniadpur West Bengal
14. Suri » ]L

133 I 2
*15. Durgapur » J ™ 49
#16. Bankura I 1
17. North Lakhimpur . . Assam
62
18. Hojai » %
*19. Chanpatia Bihar '; 26 3 27
(Mills are still to be commissio-
20. Purnea . J) ned)

21, Batala Punjab

#22- Patiala . 643 138 375

#23. Karnal . Haryana _j

#24. Rudrapur Uttar Pradesh 102 . 102

(*Rice Mills which have been commissioned)

So far only 16 out of 24 rice mills have been commissioned.

7.12. During the evidence of the Food Corporation of India, the
Committee enquired on what principles the location of modern rice
mills in the country had been decided by the F.CI. The Chair-
man, F.C.I. stated, “supposing in one area there are too many rice
mills already, we would not like to cluster that area. So, our idea
is to go into areas which are heavily surplus in rice and where the
farmers are exploited and do not get a fair price. We try to select
such areas for setting up modern rice mills.”

7.13. The Committee enquired how was it that in U.P. which is
the largest State in India, only one rice mill was being set up and
none in Madhya Pradesh. The Food Secretary stated that location
of a rice mill depended on whether or not surplus rice was avail-
:able in the State. In Madhya Pradesh a large number of private
mills and cooperative mills were already there. He added, “We are
trying to get this under the Cooperative Departments activity. But
if it is considered necessary, we will certainly see that the rice mills
were set up there. This is linked up with the purchase programme
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of paddy. In the case of M.P., F.C.L. is not directly purchasing paddy
but rice from millers.”

7.14. In a reply furnished after the evidence, the Ministry of
Agriculture have stated that basic criterion for determining the
location of FCI's Rice Mills, was the availability potential avail-
able in the command area. In order to maximise their demons-
tration effect, 14 out of 24 rice mills had been located in rice produ-
ing States of Tamil Nadu, Andhra Pradesh, Bihar and West Bengal.
While deciding location it had been ensured that they did not com-
pete with rice mills in the cooperative sector.

7.15. During the evidence of the Food Corporation of India, the
Committee enquired whether it was a fact that sometimes, rice sup-
plied contained “pressed stones”. The Chairman, F.C.I. said, “We
carry out laboratory tests and if we find the ad-mixture of foreign
matter, then corresponding cuts are made and we deduct the price.”
He added, “If any rice that is going to the Mills has got ad-mixture
of more than the tolerance limit, then we reject it.” F.C.I. was try-
ing to ensure that only rice of “fair average quahty _was supplied
by the Millers. TRCYT

7.16. Asked as to how was it that F.C.I. was supplying raw rice
to those who want parboiled rice and parboiled rice to those who
want raw rice, the representative said that they were aware of this
problem. He stated that Punjab and Haryana had surplus raw rice.
It was despatched to consuming areas in accordance with the in-
structions issued by Government. Rice required for consumption in
Kerala & West Bengal was of parboiled quality.

7.17. The Committee enquired why good quality rice e.g. Basmati
rice was not being supplied in Delhi. The representative said,
“Sir, T would like to inform you that in Delhi itself, some 1600 to
2000 tonnes of Basmati rice was being issued every month. In Delhi,
at one time, only Basmati rice was issued from our godown. But
when I got the rice from the ration shop for my own consumption, I
got very inferior rice.” He added, “Actually distribution of rice is
done by the State Government and we have now initiated the
system whereby our officers and the officers of the State Govern-
ment go round to different shops and ensure that rice we issue is
distributed to the consumer and they do not replace it by inferior
rice.”

7.18. Asked whether in the opinion of the F.CI. investment of
more than Rs. 3.00 crores on the modern rice mills project was justi-
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fied when the recovery of rice from these mills was expected to be
higher by only 3 to 4 per cent, the Chairman, F.C.I. said, “Yes, we
consider that this is fully justified. But as I said, there are certain
areas where the availability of paddy is very high, where the far-
mers are exploited and where they do not get a fair price. For
instance, take Lakhimpur. That area is neglected though there is
plenty of paddy available. The farmers do not get a fair price. We
feel that one of our legitimate functions is also to look after the
interests of the growers.”

/

7.19. In their reply furnished after the evidence, Ministry of
Agriculture have stated that in the original project report submitted
to the Government, addltlonal out-turn of rice taken into account
for determining the economic’ vmbxhtv of all the 24 mills was 2 per
cent. Even at this rate of higher out-turn, the return on capital
indicated was 41.37 per cent, 23.78 per cent and 12.06 per cent at 100
per cent, 70 per cent and 50 per cent capacity utilization, In addi-
tion, there was 1mprovement in the quality of rice and also bye-
products. Above all, the additional rice available in these 24 mills
from higher out-turn of even 2 per cent would be 9600 M.T. (at 100
per cent capacity utilisation) which would have otherwise been lost
in conventional mills.

7.20. During evidence, the Chairma'n F.C.I. expressed the hope
that their rice mills will be able to run on 1oﬁtable basis. The Minis-
try of Agriculture save also stated that “Judgmg from the economics
of the rice mills as have been worked out, with reasonable utiliza-
tion of capacity, the mills should not lose. However, only a few m‘lls
had been set up and thesehhad'n_ot been running sufficiently long in
order to make an assessment on whether this venture would be a pro-
fitable one or not”. Stating that the locations of the mills had been
carefully determined with a view to ensuring that sufficient paddy
would be available, so that the percentage of capacity utilized would
he fairly high, the Ministry of Agriculture have expressed the hope
that “unless there were some un-expected difficulties or inefficiencv
in running, there is no reason to expect that there will be losses in
running the mills.” The Ministry have expressed the view that
“Apart from the question of profit or loss, s0.long as the Food Cor-
poration of India had to buy paddy as a price support measure. it is
essential that the Corporation has mills to process the naddv. Other-
wise, the Food Corporation of India would be completely at the
mercy of the private rice millers and would be held by them to
ransom in getting the paddy processed.”
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7.21. The Committee find that though the Rice Mills Project was
:approved by Government in 1987 the location of the last 2 out of
24 rice mills was finalised as late as October, 1970. It thus took three
years to complete finalisation of location of these Rice Mills. The
time taken is obviously excessive and it should have been possible
to finalise the matter with greater sense of urgency. The Committee
also find that so far it had been possible to-commission only 16 -out
-of 24 modern Rice Mills in the country. The Committee under-
stand that in setting up these Mills, the Corporation encountered dif-
ficulties like delay in acquisition of land, delay ‘in supply of mild steel
plates required for farication of Dryers, parboiling tanks and chim-
neys and special steel plates for boilers etc. The Committee feel that
an important project like the Rice Mills should have been given high
priority in allocation of steel, fabrication of parts and acquisition of.
112 fo as to make the Mills operative with .the least possible delay.

7.22. The Committee find that according to the locations finalised
by F.C.IL, for setting up modern mills, the States of Tamil Nadu,
Andhra Pradesh and West Bengal will have 4 rice mills each, the
State of Orissa will have 3 rice mills, the State of Assam, Bihar and
Punjab will have 2 rice mills each, and the States of U.P., Haryana
and Kerala will have one rice mill each. There would be no
rice mill in Madhya Pradesh. During evidence the - official
representative of the Ministry stated that ome reason - why
no rice mill was located in Madhya Pradesh was that there werc al-
rcady a large number of private mills there. .. Stating that efforts
were being made to get rice milling in that State under the Coope-
rative Department’s activity, the official representative assured the
Committee, “but if it is considered necessary, we will certainly sec

hat the rice mills were set up there.” The Committee fcel that the
Corporation should make a careful re-assessment of the requirement
of rice mills in the States not given adequate attention in the plan
of location of rice mills hitherto, (e.g., M.P.; U.P. and other rice pro-
cucing States). The plea that large number of private rice mills
exist in » State is not a convincing argument. The Committee feel -
that no chances be taken with private mills and hence the Corpora-
tion should decide soon to locate rice mills in such States so that
there is healthy competition between private and public rice mills
or to break the monopoly of the private mills as they might misbehave -
any time.

7.23. The C mmittee note that in the original Project Report
submitted to Government, additional out-turn of rice mills taken into
account for determining the economic viahility of all the 24 rice mills
was only 2 per cent. The Committee have heen informed bv the
Ministry of Agriculture that the return on capital was expected to be
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41.37 per cent, 23.78 per cent and 12.06 per cent at 100 per cent, 70
per cent and 50 per cent capacity utilization. In other words, the
key to ensure adequate return on capital and profitability of this ven-
ture depended on whether and if so to what extent, the Corporation
was able to utilise the capacity of these rice mills. The Committee
have no doubt that knowing as they do this fact, the Corporation and
the Government would do their utmost to see that these mills operate:
at their full capacity and look after the interests of the growers also.

The Committee would like GovernmentFood Corporation of
India to keep a close watch on the financial results of working of
the Rice Mills so as to obviate losses.

The Committee note that out of 67,190 rice mills in the country
as on 1-1-1970 only 665 rice mills have been installed in the coopera-
tive sectar. The Committee are of the view that Government should
publicise the salient features of the modern rice mills and their atten-
dant advantages to encourage the cooperative sector to set up modern
rice mills in the country. The Committee have an impression that
not a few of the mal-practices obtaining in rice trade are traceable
to the private rice mills. The Committee consider that Govern-
ment and Food Corporation should exercise great vigilance in their
dealings with the rice mills so that there is no scope for any surrep-
titious leakage or diversion of rice contrary to orders and that in no
ase trade indulges in charging an unconscionably high price from the
tonsumers particularly those coming from weaker sections of society.

C. Setting up of Paddy and Maize Dyers

7.24. Thirty mechanical dryers for paddy were set up in Tan-
javur District of Tamil Nadu in 1967 at a cost of Rs. 1.11 crores.
The paramount need for these dryers arose out of the intensive
cultivation programme leading to the production of Kuruvai paddy
which is highly susceptible to germination after 48 hours of har-
vesting during monsoon period if stored without drying. For this
project no technical or other colaboration was entered into Technical
guidance for this project was made available by the Ford Founda-
tion. All the equipment was manufactured indigenously. The
capacity of these dryers is 160 tonnes per day based on 3 passes. For
drying boiled paddy for milling its capacity is about 60 tonnes per
day. During 1969-70, 22, 616 tonnes of paddy were dried.

The Committee were informed that because of vagaries of
climatic conditions, the paddy did not have the expected degree of
high moisture and full utilisation of the Paddy Dryers had not hcer
possible. For ensuring better utilisation, the shifting of dryers
from 7 centres has so far been approved in addition to the use of
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dryers at three drying centres as part of the parboiling complex.
Asked as to what would be the cost of shifting these Dryers, the
Ministry of Agriculture have stated that the cost of shifting the
dryers was estimated to Rs. 60,000/- for each dryer, but this, the
Ministry feels, will be off-set considerably by the steep rise in the
present day cost of new Dryers.

7.25. The Committee are unhappy that the Rice Dryers were not
properly located in the first instance and that additional expenditure
would be incurred on their shifting. The Committee are concerned
that a heavy investment of Rs. 1.11 crores should have been made
without trying out the dryers on a pilot scale in the field. The Com-
mittee would like Food Corporation of India to keep a close watch on

the working of the dryers so as to ensure their maximum use and
obviate any losses.

7.26. Punjab he emerged as a major producer of maize. This
grain being form a post monsoon crop, contains high moisture
content. During 1967-68 purchases of large quantities of maize
containing high moisture had to be moved to Uttar Pradesh for
drying and storage. It was, therefore, felt that if the work of drying
could be undertaken in Punjab, itself , it would facilitate consider-
ably the operations and also be enconomical. The first mechanical
maize dryer has been set up at Khanna in Punjab, an important
mandi on the national high way. The maize dryer has a drying
capacity of 5 tonnes per houuse and its holding capacity is 12
tonnes. It will bring down the moisture content by 5% in one
pass. On the basis of a 90 day working season at the daily output
of 100 tonnes, the dryer can handle, 9,000 tonnes of maize a yeasr.

The approximate operation and maintenance cost has been estimated
as Rs. 2,12 per tonne.

After an economic evaluation of the operation of the dryer at
Khanna the Corporation plans to take up the installation of 2 more

dryers. These would be located in Ludhiana and Jagraon mandies
in Punjab.

7.27. The Committee would like the Corporation to carefully
evaluate the working of Maize dryer at Khanna (Punjab) before
installing additional dryers.

D. Maize Milling Plant

7.28. To popularize maize products such as maize atta, ‘suji’,
grits, particularly from the hybrid maize, the Corporation is setting
up a small maize milling Plant at Faridabad in Haryana which
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will be the first of its kind in the country. The plant will be im-
‘ported from Itlay. Its capacity will be 25 tonnes per day. The
Plant will adopt dry milling process and will be able to process
-about 7,500 tonnes of maize per annum.

E. Milling and distribution of wheat products

7.28. The Corporation took up, with the approval of the Mxmstry
-of Agriculture (Deptt. of Food) arrangements for mxllmg of impor-
ted wheat and distribution of wheat products first in the Southern
States of Madras, Mysore, Kerala and Andhra Pradesh with effect
from 1st April, 1965 with a view to enforce control over the prices
of wheat products and to enslire that the “wheat products are of re:.
quisite quality standards. The scheme was extended to Rajasthan
and Orisea States from 1st January, 1966 and to Delhi with effect
from 1st Julv, 1966.

7.30. Quantity of wheat products handled by the Corporation
was as under:
(In twnpes) *

1965-66  1966-67 1967-68  1968-60 1969-70° 197C-71

1. Tamil Nadu 1,21,070 1,509,328  1,21,943 ’59»91'9:

2, Mysore 65,971 89,926 62,109 84,170 93.100 62,400
3. Kerala . . £3,594 73873  73.05S  €1.504 17,309

4. Andtra Pradesh, 49,027 64,220 32 326 C 20,168 200

5. Rajasthan . 4,539 38,94R 2,’2,897 13,301

6. Orisea 6,346 39.863 44,237 39,729

7. D2lni - . N.A.  1,56954  2,71,20€ 50.691

7.31. Government of India made allocation of wheat every month
to each State for production of wheat products. Again't these
allocations, the Food Cerporation of India supplied wheat to Flour
Mills on Corporation account for milling into wheat products.
Millers were paid milling charges ranging from Rs. 39|- to Rs. 8
per tonne of wheat crushed depending on the pattern of extraction
i.e. pattern of extration Atta, bran, refractions, whole mea]l Atta
and other factors. The Corporation has now decided not to enter
into wheat milling arrangements with roller flour mills except
where State Governments desired continuation of these arrange-.
ments nnd these were economically viable. They have withdrawn
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from the business in the States of Andhra Pradesh, Tamil Nadu,
Rajasthan and Delhi. However, in Kerala, Mysore & Orissa, the
work was continued on a limited scale and wheat products were
distributed by the Corporation. The Corporation marketed 1.11 lakh
tonnes of wheat products during 1869-70.

F. Nutrition Programme

7.32. Fortification of food stuffs with essential Vitamins, minerals,
amino acids and protein concentrates is a convenient and effective
method of providing nutrition in the daily diet of the people and
thereby fighting malnutrition in the country. '

7.33. The Food & Nutrition Board of the Government 'of India
has in collaboration with USAID and the Food Corporation of India
sponsored a project for providing better nutrition.to- consumers of
mill atta. As a promotional effort, fortified atta.will be sold to
consumers at no extra cost. Increase in cost due to fortification is
entirely subsidised by the Government of India. Fortification of
wheat atta is done with groundnut protein concentrate (5%) and
Vitamins and minerals (0.2%) consisting ¢f vitamins ‘A’ Thiamin,
Riboflavin Niacin, Calcium and Iron. Food and Nutrition Board
is responsible for ensuring quality control of raw ' materials and
end products. - -

7.34. The following quantities of fortified atta weré. produced in
Bombay and Calcutta: —

) Qurantity
o e Ve
) Bombay . 1969-70 . 1.578
1970-71 . . 5,108
1971-72 (Up teo 26-12-71) . 10,518
708
%ity Cilcutta . 1963-70 . . NIL
1970-71 . . . . 15,916
197!-72' (Up 1o 26-12-71) . 8,808
, T4t

Gt Torat . . . 42.012 -
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No production was possible in Delhi, in view of Delhi Millers re-
luctance to take up fortification because of underselling of atta in
the markets. However, further attempts are being made by the
Corporation to start fortification of wholemeal atta in Delhi, on a
small scale. The scheme of fortification of Atta has not extended
to any other city.

7.35. Early in 1967, the U.S. Government expressed their will-
ingness to provide 5 million dollars worth of commodities ~which
could be substantially designated for the local production of a low
cost high protein food for needy children in the drought affected
areas of Bihar. This offer was accepted by the Government of India..
The Corporation was entrusted with the responsibility for the
manufacture of ‘Balahar’ in May, 1967. ‘Balahar’ is mostly taken
in the form of Halwa, Uppama and Gruel by Children. It is made
up of the following ingredients:

Wholemeal atta|Bulgur wheat and Bread flour 70%
Groundnut flour 25%
Skimmed Milk Powder 5%

7.36. The final product fortified with vitamins and minerals has
a protein content of 22% to 25%. In order to make it palatable to
children powerded coriander, saunf and salt are added. Saccharine
is used for sweetening. The Government of India exercises super-
vision on the quality of the product.

7.37. Since June, 1967, the Corporation manufactured the fol-
lowing quantities of ‘Balahar’:

Period Quantity (Tonnes)
(1) First Phase (July 67—Feh 68) . . . . 8,715
(2) Second Phase (Mar, 68 —Mar, 69) 19,329 (including 15,543 ton-
nes of flavoured Ba-
lahar)
(3) 1969-70 . 7,502
(4) 1970-71 . . . . . . . . 8,700

7.38. The present demand of CARE is about 43,000 tonnes for
1971-72. So far the main demand for Balahar had been from CARE
but now the Department of Social Welfare had drawn up feeding
programmes to cover not only children but also mothers. A pro-
posal is stated to be under consideration of Government to produce
2 pre-cooked product of Balahar in collaboration with FCI and com-
inercialise the product as a ready made product for the public.
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7.39. Wheat component of ‘Balahar’ is supplied by USAID-CARE,
while the cost of groundnut flour is borne by USAID and Skimmed
Milk powder is made available by World Food Programme. Food
Corporation manufactures Balahar and supplies it to the CARE for
their Mid-day meal programme for School Children. The cost to-
wards processing of Balahar comes to Rs. 201.72 per tonne of Plain
Balahar. This includes cost of handling of ingredients, processing,
vitamins and minerals, blending and packing, despatch and super-
vision. The expenditure incurred by the Corporation is re-imbursed
to it by Government of India.

7.40. The Committee enquired that if the nutritional programme
proceeds, as in the past, on a modest scale, how do the Government
expect to tackle the national problem of under-nutrition especially
among the poor strata of society in the foreseeable future? In reply,
the Ministry of Agriculture stated that ‘Balahar’ and ‘fortified atta’
were only two of the several programmes drawn up, by the Govern-
ment to combat malnutrition and undernutrition in the country. An
integrated programme of agricultural production, processing, pre-
servation and effective utilization coupled with wide spread nutrition
education, correct dietary habits, supplementary feeding through
pre-school and school feeding programmes and build up of the
economy for increasing the purchasing power of the people were
necessary to make any real impact. Production of ‘Balahar’ and
‘fortified atta’ were treated only as pilot projects by the Department
of Food.

7.41. It has been stated that Government had set up Community
«Canning Centres in different regions in the country, where fruit and
vegetable preservation at home scale level was encouraged and the
programme was to develop 25 such Centres in the Fourth Plan.
‘Certain State Governments had also developed such Centres in their
‘States. A proposal to further expand this activity was also under
«consideration of Government. '

7.42. Government had also developed 17 Nutrition Mobile Exten-
sion Units in different parts of the country to extend nutrition
education through demonstration, lectures, publicity materials etc.
“The proposal was to set up 40 such units in the 4th Plan.

7.43. The Modern Bread produced through the Modern Bakeries
4s fortified with vitamins, minerals and protein concentrates. Ab9ut
57.7 million standard loaves of bread have been produced during
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1970-71 and the target for this year is about 75 million breads. Pro-
posal to establish small scale bakeries are also under consideration
of the Government.

7.44. Vegetable protein Isolate Tonned Milk is at present being
produced at Bangalore. The present production rate was 1000 litres
per day. Miltone was being distributed in school feeding pro-
grammes. Proposals to step up this production rate to 5000 litres
per day and setting up more units were under consideration of the
Government.

7.45. A scheme was being finalised for setting up Soyabean and
edible groundnut flour production plants in collaboration with Food
Corporation nf India, which when commissioned would make vege-
table protein for utilisation for the production and development of
‘high protein foods.

7.46. A project for the production of a Weaning Food utilising
vegetable protein is under development in collaboration with
Kaira Union and is being assisted by UNICEF and USAID., These
are some of the Projects which, the Government considered, would
help in bringing about a nutritional improvement in general includ-
ing the poor strata of society.

7.47. The Committee find that since July, 1967 Food Corporation
of India had so far produced 62,030 tonnes of ‘Balahar’ and Mill Atta
fortified by it since 1970 was 42,012 tonnes. The Committee are
convinced that at this rate it will not be possible to touch even the
fringe of the problem of malnutrition and under-nutrition in the
country. The Committee are glad that Government are conscious
of the magnitude of this problem and are considering proposals to
expand these programmes so as to embrace the entire country and
launch other programmes like setting up of 40 Nutrition Mobile Ex-
tension Units under the Fourth Plan, establishment of small scale
Bakeries, stepping up of rate of production of Miltone, setting up
Soyabean and Groundnut flour production plants, development of a
weaning food utilising vegetable protein, etc. The Committee have:
no doubt that keeping in view the urgency of combating protein de-
ficiency in the daily diet of the people particularly in the weaker sec-
tions of society decisions on these proposals would he arrived at soon
and the approved programmes would be implemented with speed and
vigour so us {o bring these fortified foods within the reach of weaker
sections of society. ¢ ST Ty

[
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The need for a nutrition programme particularly for the weaker
sections of society has been recognised for decades in our country and
a mention about it has also been made in our Five Year Plans. Now
that Government have a country-wide agency in the Food Corpora-
tion of India and also adequate stocks, the Committee feel that it
should not be too difficult to implement in letter and spirit the pro-
gramme of making available nutritious foodgrains e.g., ‘Balahar’, for-
tified ‘atta’ etc., at reasonable prices to the weaker sections of the
society. The Comm1ttee need hardly stress that the programme
should be so implemented in the field that the benefit reaches the
weaker members of our society, particularly the children.

~ G. Supplies for Defence Services

7.48. A project réport was also prepared by Planning and Re-
search Division on the setting up of a “Dal” Mill by the Corporation.
After considering the feasibility of this project, the Corporation
also decided to set up one such unit at Lucknow. This was largely
to meet the demand of the Defence Services for split pulses.

7.49. An important policy decision taken by the Government
of India in this context needs special. mentioned, namely, that, in
future, all the supplies of foodgrains, pulses and animal feed grain
being made by the Army Purchase Organisation of the Food
Department for the Defence Forces should be arranged through the
Food Corporation of India. During 1970-71, the following supplies
were made by the Corporation to the Army Purchase Organisation,
conforming to the special Army specifications:

Wheat . 1.60,000 tonne€s
Rice o 88,400 .
Barley 9,274 5

Pulses . . . . . . . . 17,500 .

H. Supplies for Cyclone Victims in East Pakistan

7.50. At the instance of the Government of India, the Food Cor-
poration arransed supplies of 400 tonnes of chura, 500 tonnes of
pulses, 840 tonnes of rice, 300 tonnes of sugar, 100 tonnes each of
mustard. oil and gur and 50 tonnes of Balahar, at a total cost of
Rs. 35.22 lakhs inclusive of interest and other charges for providmg
relief to the victims of cydone disaster in East Pakistan in Novem-
ber, 1970.
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QUALITY CONTROL

The foodgrains distributed by the Food Corporation of India are

subject to the Statutory provisions of the Prevention of Food
Adulteration Act.

8.2. In order to exercise quality control effectively, a Division
manned by adequately qualified personnel has been set up at the

headquarters. Necessary technical staff is posted at the purchase
centres and storage depots.

A. Stages of Quality Control

8.3. Quality control is exercised by the Corporation at three
stages. These are:

(i) at the time of purchase
(ii) storage stage, and
(iii) processing level.

(i) Pre-Purchase Quality Control

8.4. The Corporation has stated that for carrying out purchase
operations, specifications to be adopted and the method of quality
inspection to be followed was decided upon before the starting of
the actual operation. Wherever necessary, the technical staff to be
responsible for the quality inspection was trained in the methods
of analysis of foodgrains. Standard techniques recommended
-either by the Indian Standards Institute, the Agricultural Market-
ing Adviser or the Union Food Department were adopted in sampl-
ing, inspection and analysis of foodgrains,

8.5. The work of import of foodgrains had been transferred to
the Food Corporation recently. The procedure adopted in the Food
Department namely of either subjecting the foodgrains to official
inspection of the exporting countries or posting technically qualified
staff for quality inspection in the exporting country and further
'subjecting these grains to quality inspection at the ports of receipt
-was being continued. At the port of receipt between 75 to 100

102
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samples were drawn from each consignment and these are examined
for various refractions in relation to a specification that is adopted
for purchasing the grain. In addition, analysis was also carried

out for inspection residues and important nutritive constituents
like protein,

(i) Storage Quality Control

8.6. It has been stated that with a view to ensuring maintenance
of quality foodgrains in storage for a longer period, the storage
structures being constructed by the Corporation were rodent damp
and white-ant proof. These storage godowns further were well
ventilated. Technically qualified, trained staff was maintained by
the Corporation to look after the quality in storage. The Corpora-
tion has claimed that quality standards were being satisfactorily
maintained by it and this was evident from the fact that 80 per cent
grain in stock with the Corporation continued to remain in cate-
gory ‘A’, that is, almost exactly in the same condition as it was at
the time of purchase. To ensure that stocks in storage were main-
tained in good condition, about 360 lakh tonnes of foodgrains were
given prophylactic treatment and 85 lakh tonnes fumigated during
1969-70. During 1970-71, such treatments were given to 8.3 million
tonnes respectively. A close watch was maintained on the perfor-
mance of the staff both from the Zonal and Central headquarters.
Suitable curative and prophylactic treatment was imparted to main-
tain quality during storage.

(iii) Processing level: Quality Control

8.7. The Corporation was also dealing with milling wheat and
had to set up its own mills for rice. The Corporation has stated
that it had been successful in introducing quality standards in its
milling operations in the States of Kerala, Tamil Nadu, Mysore,
Andhra Pradesh, Delhi, Rajasthan and Orissa.

B. Techniques of Quality Control

8.8. It has been stated that in addition to the field duties men-
tioned above the Corporation was continuously engaged in improv-
ing the standards of quality by periodically training the technical
staff at Grain Storage Research and Training Centre, Hapur and
Central Food Technological Research Institute, Mysore and main-
taining a close link with Agricultural Institutes in the country and
abroad. Tt has been indicated by the Corporation that it was
possible to standardise the techniques as result of these large scale
training and coordination efforts.

3489 LS—8.
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8.9. The Corporation has stated that it had successfully tried the
following quality control techniques: —

@

(i)

(iif)

(iv).

To evolve better and more effective methods to save food-
grains which got affected by rain particularly in harvest
during the rainy season, experiments for quick drying of
paddy were conducted in Assam, Bihar and Tamil Nadu.
Results showed that mixing of salt in a fixed proportion
considerably helped in drying of grain quickly. This
technique checked fungal or bacterial activity.

Experiments were conducted to dry the foodgrains by
forcing air circulation through the stacks covered with
black polythene stacks. The principle involved was warm-
up of the air inside the stacks by distribution/circulation
of Solar Heat. Demonstration trials utilising the heat of
the sun or from boiler furnace of the rice mills were car-
ried out in Assam.

A new small gadget called Grain-Vernier was designed
and developed at the Central Laboratory of the Corpora-
tion. It can be used for quick measurement of rice ker-
nels for classification of indigenous varieties. It is claim-
ed that this gadget is portable, easier to operate and eco-
nomical. It has been supplied to the field staff.

A new experiment on bulk storage of wheat in conven-
tional godowns was undertaken at Boriville Godowns,
Maharashtra. It is expected that this experiment will
permit increased quantity of grains to be stored in con-
ventional godowns without deterioration.

8.10. A Manual on Quality Control for the guidance of quality
control staff was brought out by the Corporation in 1870.

C. Role of Laboratories

8.11. The Corporation had been expanding its net work of La-
bqratories so as to keep pace wlth mcreased, needs of quality control
in the matter of procurement, storage and distribution of foodgrains.
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The number of its Laboratories and the number of samples analysed
by these laboratories each year was as under:—

Year Central Regcral District Total  No, of

Labora- Labora- Labora- Num, of Samples
tories tories tories Lab.

1965 I 4 17 22 7,392
1966 . 1 4 28 33 34,475
1967 1 8 34 43 85,377
1968 1 14 69 84 1,33,117
1969 1 1§ 78 94 1,71,590
1970 1 15 78 94 1,43,793
971 . . 1 15 79 95 1,46,344

(Upto 31-10-71)

8.12. During the evidence of the Food Corporation of India, the
‘Committee enquired how the F. C. I. ensured that foodgrains it dis-
tributed were of a good quality when a large number of agencies
‘were engaged im procurement. In reply, the Chairman, F.C.I. said:

“This precisely is the major problem we have to face. We
‘have our agency for checking when the State Govern-
‘ment or the Marketing Federation pass on the stocks to
‘as at the loading point, that is Railway Stations, we,have
our staff who check the stuff that is handed over to us
and they also draw samples and those samples are tested
in our laboratories. I must confess before you that cases
have come to our notice where the stocks have nof been
put up for our inspection and where we have not been
satisfied with the quality of the stuff that had been hand-
ed over to us. But those are the things which we are

sorting out.”

8.13. Asked how control on quality of foodgrains was exercised,
the Chairman, F. C. I. stated that the Corporation had Inspectors,
Supervisors, Regional Managers, Zonal Manager etc. who went
round and kept a continuous check and supervision over the quality.

8.14. The Committee enquired whether the Corporation had
received any complaint about the quality of its Quality Inspectors.
The Chairman F.CI. stated, “they are also human beings. But by
and large we have not had any special complaint againsl them.
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Every now and then some complaints do come to our notice. We:
enquire into them and where necessary, we take disciplinary action.”

8.15. During evidence of the Ministry of Agriculture, th: Com-
mittee asked whether in the opinion of Government, the record of
the F.C.IL. in ensuring quality of foodgrains distributed by it had
been “free from blemish”. The Food Secretary stated, “Thc Food
Corporation tries by and large, successfully to adhere to the speci-
fications and to give price depending upon the quality of grains pur-
chased after keeping in mind the specified formula i.e. Fair Average
Quality or grade one below or grade two below or relaxed specifica-
tions.” He added, “When we are dealing with lakhs of purchaces:
over large areas with a large number of parties, certain amount of’
subjectivity is reduced to mimmum by methods of supervision and’
by settlement of disputes. Having regard to all these things, ¥
think you would probably agree and those who have seen the work
of the Corporation will appreciate that it has done quite well. But

1 won't say categorically that the Corporation has been free from
blemish,”

8.16. The Committee drew the attention of the Food Secretary
to the complaints that often FCI's officials would reject the grains
as below Fair Average Quality (FAQ) quality when offered by
farmers but when the same grain was purchased by the midd'emen
and offered to the FCI, it was accepted. This seemed to have become
a habit with F.C.1’s officials and the impression one gained was that
they were acting like “Kacha and Pucca Arthias”. The Food Sec-
retary stated that what happened was that often grain offered by
the farmers was below FAQ. It was rejected by the FCI. But the
middlemen purchased it. The trader blended it with a better type
of grain and passed it on as a blended grain. He said, “Weil that
is something which is difficult to check excepting to avoid the mid-.
dlemen to the extent .possible.”

8.17. Explaining the role of “Kacha” and “Pucca” ‘Arhtias’ the-
Food Secretary stated that “Kacha” and “Pucca” ‘Arhtias’ were part:
of the regulated market system in North India. They had their
limited use. “Kacha Arhtias” cleaned the grain, took it aloug and
ked a deal done and pucca Arhtias financed it. He opined, “We feel
that the pucca Arhtias can be done away with and that FCI deals
strictly with it and FCI can purchase grain either directly from the
farmers at their own depot points or through Cooperatives and it
has succeeded in this to some extent in the last rabi season. About
25 per cent of the total purchase was made through cooperatives in
the last rabi season,”
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"8.18. The Committee enquired whether it would be possible to go
through multi-purpose societies for procurement of foodgrains.
“These societies, the Commuttee pointed out, could ensure that good
-quality of foodgrains was offered to the F.C.I. The Food Secretary
replied, “We are fully in agreement with this view. In regard to
U.P, I took a meeting with the Food Commissioner about a fort-
Jight back. The following decision was taken:—

“Village Cooperatives should be. made use of to the utmost
extent. Similarly the primary Societies should be made
use of. At the Block level, the Block Development Offi
cer of the State should make purchases directiy at
“Mandi” level. The Cooperatives should open its own cell
in the Mandis for purchasing the grains from Kutcha
Arhtias. The FCI should follow a similar procedure.
‘That is our line of action.”

8.19. The Committee drew attention to allegations made in the
‘Rajasthan Assembly that in spite of a good crop of Bajra in Rajas-
than, officials of the Food Corporation had refused to purchase
“Bajra” from the farmers who had to part with the same to the local
lraders who, it was reported, managed to sell the same cereal to tlie
Food Corporation of India at a higher price. The Committee enquir-
2d whether these allegations had been investigated by tlie Gov-
ernment and if so what *he findings were. The Food Sccretary
admitted that there was a steep fall in the price of “bajra” in Rajas-

.than. He said “In the case of Rajasthan. fortunately, last year the
crop position was extremely good. But unforunately, however,
because of late rain, just at the time of harvesting, the grains were
affected by rains and quite a bit of it was damaged.”

8.20. Asked why rain affected bajra in Rajasthan was nct pur-
chased by the Food Corporation of India, the Food Secretary, stated,
“In making purchases, we have to bear in mind that whatever we
purchase we should be ahle to sell it also. But that kind of bajra
especially shrivelled and damaged grains would not have been
acceptable to other States....” He added that “to save the farmers
from financial loss, the State Government relaxed specifications upto
a particular limit on the condition that F.C.I. would purchare such
stocks on behalf of the State Government and the State would take
responsibility for the grains so purchased. Thus F.C.I. purchased
15,000 tonnes cn the State Account. It is true that farmers suffred
because of the fact that they got low prices from the traders.”
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8.21. The Commitee enquirted why purchase of “bajra” in Rajas-
than was made through middlemen, the Food Secretary replied,
“In some cases wherc market is not properly organised, we have
to resort to private traders as agents for purchasing these grains.
‘Where the availability of grain is not large, purchases are not very
large, it becomes very difficult for the F.C.I. to make purchases
directly. But we did also rectify the situation to some extent and
the wheat was purchased directly as well as through cooperatives.”

8.22. Asked how was it ensured that farmers got the right price
for their produce, the Food Secretary stated, “You are right. We-
cannot be sure. We are now trying to rectify the situation. We are-
making purchases through regulated markets or ‘mandis’ or through:
cooperatives or directly through F.CI. or the State Governments.
It is something which requires time to improve. But now we have:
veached a different level of growth when F.C.I. will have to con-
centrate on seeing that farmers got more benefit than they used to-
get.” The Committee were informed by the witness that State Gov-
ernment was making an enquiry in great details about allegations
made with regard to purchase of “Bajra” in Rajasthan by the
F.CI

8.23. Referring to the quality specifications, the Food Secretary
stated that in the case of “Bajra”, the grade designated as Fair Ave-
cage Quality (F.A.Q.) allowed the following:—

Percentage-
(1) Foreign matter 18
(2) Other foodgrains . . 20
(3) Damaged and Discoloured grain 2°0-
(4) Shrivelled and immature grain 3.0
(s) Slightly Damaged grain . . . . 2-0
(6) “Weerilled grain . . . . . . . . 2°0

If the percentage was more than 3.0 per cent foreign matter, 6.0
per cent other foodgrains. 5.0 per cent damaged and discoloured
grains and 8.0 per cent weerilled grain, then in the matter of damag-
ed and discoloured grains, FCI, it was stated, was helpless to accept
guch grains.

8.24. The Committee asked whether it was a fact that rain affect-
«d bajra in Rajasthan was only discoloured and did not suffer from:
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any physical damage ana 1if so, why the F.C.I. had refused tuo pur-
chase such grain, the Food Secretary clarified, “As far as “bajra” is
concerned, good quality bajra can be kept for two years. But dis-
coloured would not keep for more than a season. If the damaged
grain was more than 5 per cent we could not accept that as it was
against the Prevention of Food Adulteration Act.”

8.25. The Committee pointed out that the general complaint
against the F.C.I. was that its categorisation of foodgrains was partly
objective and partly subjective because it was the F.C.I’s official on
the spot, who decided about the quality of the grain. When the far-
bers brought the grain to F.C.L, they were told that their grain was of
a low quality. The farmer would then sell away his grain to a private
trader at a lower price. Then that trader would sell that very grain
to the F.C.L. at the fixed price. The margin thus earned was, it was
often alleged, pocketted by the private trader and the F.C.I officials.
The Food Secretary stated, “complaints of this type have reached
us both from Rajasthan and U.P. and we are trying to prevent
them.”

8.26. The Committee note that the Food Corporation of India
exercised quality control over foodgrains at three vital stages of pro-
curement, storage and processing, and that for this purpose the net-
work of laboratories had been considerably expanded from 22 labo-
ratories in 1965 to 95 in 1971. The Committee learnt dur-
ing evidence that there were a few unresolved problems which
called for urgent attention in order to ensure quality. The first
problem which the Chairman of the Corporation termed as major
one was that despite the fact that F.C.1., had their agency for quality
inspection, when the State Government or the Marketing Federation
passed on stocks to the Corporation at the loading points, that is
Railway Stations, cases had come to notice where such stocks were
not put up to the Corporation for their inspection. The Committee
consider this a serious lacuna and would urge the Central Government
to take up all such cases promptly with the State Governments con-
cerned. The Committee would like to be informed of the concrete
measures taken to ensure that such lacuna in quality inspection are

- vectified.

8.27. Another problem that needed to be tackled was the prepon-
derence of subjectivity in the matter of enforcement of quality of
foodgrains. It has been represented to the Committee that in seme
cases the officials of the Corporation, who were on the spot, reject-
ed the grain offered by farmers for sale as being below “fair average
quality” but when the same grain was purchased by the middlemen
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and offered to the Corporation, it was accepted. This naturally gave
rise to suspicion that in such dealings, the conduct of F.C.I, officials
was not above board and that it was the subjective judgement of
officials on the spot which really mattered. This is what was alleged
to have happened while purchases of “Bajra” were made in Rajas-
than. It was admitted during evidence that Government had re-
ceived such complaints from WUP, and Rajasthan and they were
looking into them. As was hinted during the evidence of official re-
presentatives, it was just likely that in some cases the middleman
indulged in the malpractice of purchasing the grain from the farmer,
blending it with the better type of grain and passing it on to the
Corporation as a blended grain. The official representative of the
Ministry added that in Rajasthan, ‘Bajra’ was purchased through
middlemen because the market there was not properly organised and
the availability of grain was not very large. The Committee are of
the view that it should be possible for the Corporation to check this
malpractice. The Committee are also convinced that if the super-
visory staff of the Corporation are alert and vigilant, it should be
possible to introduce a greater measure of supervision on the exercise
of discretionary authority by the officials on the spot. The F.CI,
should strive continuously to avoid the entry of middlemen in the Cor-
poration’s purchase of foodgrains.

8.28. The Committee consider that since the Food Corporation
of India has been primarily constituted in the interest of the producer
and the consumer it should be its ceaseless endeavour to serve hoth
t{hese interests and eliminate the intervention of middlemen to the
maximum extent possible. In this context, the Commitee would
urge that, either the foodgrains should be procured directly from the
farmer or from “collection centres” which may be organised in co-
operation with sgricultural cooperative societies of standing. The
Committee are glad to note that the Food Corporation of India
procured 25 per cent of foodgrains in “Rebi” season through Coopera-
tives. This trend needs to be greatly accelerated. The Food Corpora.
tion may also have their own procurement organisations in “Mandis”
so that the farmers who come there can sell the foodgrains directly
to them without the intervention of any middlemen. In order to in-
spire in the producers a feeling of confidence in the categorisation of
foodgrains and the prices being paid for them, the Committee sug-
gest that the Food Corporation|local authorities should widely pub-
licise the grades of foodgrains and the prices being currently paid by
the Food Corporation amongst the farmers so that they are encour-
aged to sell their foodgrains directly to the Corporation rather than to

‘Arhtias’ and other middlemen. The specifications should be so laid
down that they are readily understandable to a farmer. What is
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<even more important is .that the process for categorisation should be
done in such a manner as to leave no scope for any unfair or mal-
practice to creep in. The farmers need payment in cash. The Cor-
‘poration should ensure that there is quick and prompt payment “on
the spot” to the farmers for their foodgrains so as to win and sustain
their confidence. The Committee consider that the Food Corpora-
tion should continuously endeavour to pass on the benefit of higher
prices to the producer so as to serve one of the primary objectives for
which they have been set up.

8.29. The Committee feel unhappy that there were complaints both
from U.P., and Rajasthan that foodgrains were purchased not direct-
ly from the producer but through the intervention of middlemen to
the detriment of producers. The Committee note that the matter is
being throughly investigated by the Corporation. The Committee
would like to be informed of the outcome of the investigations and
the action taken against all those found responsible for indulging in
any unfair or malpractice.

The Committee expect the large supervisory staff which the Cor-
poration has to be alert and vigilant in their duties so as to ensure
that officers on the spot render fair service to the producers and there
is no ground for any suspicion of malpractice either in grading or pay-
ment for foodgrains or avoidable intervention of middlemen to the
detriment of the producer.



IX
PRICING POLICY

A. Objectives of Pricing Policy

The major objectives of the price policy followed by the Govern-
ment are:—

(a) to assure a reasonable price to the producer, which would
provide incentive to him for continuously increasing pro-
duction by adoption of improved technology;

(b) to assure that consumer’s prices are stabilised and in par-
ticular that the interests of the low income consumers are
safeguarded; and

(c) to avoid excessive price fluctuations and regional dis-
pearities in prices.

9.2. For achieving these objectives, Government have taken a
number of measures. These include:—

(i) Ban on forward trading in foodgrains;

(ii) Regulation of private trade through; licensing and other
measures.

(iii) Regulation of bank advances against foodgrains; and

(iv) Government have built a sizeable buffer stock which is
not merely designed to help emergency situations caused
by failure of crop but also counter speculative activities
of the trade in lean season. Whenever necessary grain is
released from the buffer stock through the openmarket in
addition to maintaining the public distribution system to
check rise in prices.

9.3. The prices for Rabi and Kharif cereals are recommended by
the Agricultural Prices Commission and are discussed at the Chief
Ministers’ Conferences held in April and September respectively.
Thereafter the Government of India fix the procurement and issue

prices for the year.
112
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9.4. The main policy formulations in regard to the prices -at
which foodgrains should be purchased and issued, the fixation of in-
cidental charges in the purchase and distribution of foodgrains that
should be allowed to the  Corporation and the quantities of food-
grains to be allotted to the various State Governments and to be
imported from abroad as well as size of the Buffer stock vest with
the Union Department of Food. Since pricing policy is ultimate
responsibility of the respective Governments, the role of the Food’
Corporation of India in evolving a pricing policy is very limited.
However, the pricing objective of the Corporation have basically to
subserve the need to cover the cost of its operations and to reduce
the burden of less viable operations,

9.5. The trading operations of the Corporation largely fall under-
the following four categories:

(i) Transactions on Central Government account.
(ii) Transactions on State Government account.
(iif) Purely commercial transactions.

(iv) Price Support Operations at the instance of the Central’
or State Governments.

B. Cost of Inputs Used by Farmers

9.6. The Ministry of Agriculture (Dept. of Food) have informed:
the Committee that though no composite index bringing out the
trend in the cost of inputs of farmers is available for the country
as a whole, some data having a bearing on this are available pri-
marily from two sources (i) All India Index Numbers of Wholesale
prices (base 1961-62—100) and (ii) Farm Management Studies.

9.7. It has been stated that the index number of wholesale prices
had risen between 1965 and 1971 by 7.5 per cent in the case of diesel
oil, by 25 per cent in the case of electricity and insecticides and by
42 per cent in the case of fertilisers. To compare these trends in
input prices, with those in output prices, it may be mentioned, that
since 1865 the index number of wholesale prices of foodgrains has
gone up by about 37 per cent and that for industrial raw material
has advanced by 52 per cent. The general price level, as measured
by the all-community index of wholesale prices, has risen by about
.43 per cent between 19656 and 1971.

9.8. The Committee have also been informed that the farm man-
agement investigations carried ‘out in some of the selected districts,
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- provide, inter alia, information on the costs of cultivation and pro-
.duction of the major crops grown in the concerned districts. These
investigations it has been stated, are conducted for a three year
period and therefore provide data on costs for those three years.
Study of data in retpect of wheat and paddy reveals that the cost of
cultivation per hectare has generally shown some rise between 1967-
68 and 1968-69. Such rise may be -accounted for by rise in inputs
prices as also by changes in the level of input use. Cost of produc-
tion per quintal which is derived after taking into account the vield
per hectare declined in the above period for both Mexican and Desi
wheat in Muzaffarnagar (UP) but rose for Desi wheat in Ferozepur
(Punjab). The trend was irregular for Mexican wheat in Ferozepur
(Punjab). As regards paddy, the cost of production declined
‘between 1967-68 and 1968-69 in most of the cases.

C. Procurement Prices

9.9. Since 1969-70, uniform procurement price fixed by Govern-
ment of India for all varieties of wheat except red indigenous varie-

ties had been Rs. 76/- per quintal with marginal adjustments in
some States.

9.10. The Agricultural Prices Commission had been recommend-

ing lowering of procurement prices of wheat during the last three
years as under: —

Procurement Price reccmmerced

Year by APC for wheat
1966-70 . Rs. 70'- per quintal
1970-71 . . Rs. 72/~ per quintal

1971-72 . . . . . . Rs. 74’- per quintal

9.11. In its report on the price policy for rabi foodgrains for the
1971-72 season, the Agriculture Prices Commission had observed
‘that since 1964, the issue prices of wheat had been more than doubled.
Any further increase in icsue prices would hit hard the poor
consumers. On socio economic grounds the Commission, therefcre,
recommended that procurement prices for wheat should be lowered
from Rs. 76|- fixed by Government to Rs. 74|- per quintal. It felt
that fall in procurement prices, suggested by it, would affect only
-the big farmers who had sizeable market surplus.
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9.12. The Committee enquired what consideration weighed with"
the Government in agreeing to a repeated recommendation of an
expert body like the Agriculture Prices Commission for lowering
of the procurement price of wheat. In reply, the Ministry of Agri-
culture have stated that the concensus of opinion in the Chief Mini-
sters’ Conference had been that the procurement prices should not
be reduced in view of the need to provide incentive to the farmers
to mavimise production and particularly in view of the fact that the
prices of inputs, like fertilizers, power, etc. have been going up from
year 1o year. The view of the Government of India is that “the
reduction in the procurement prices will damper the spirit of the
farmeis and reduce the over all production”. Keeping in view the
necessity of procuring more foodgrains for the Central pool to meet
the demands of the public distribution system and building up a
buffer stock of 5 million tonnes at the end of the 4th Five Year Plan,.
the procurement prices have not been lowered by Government.

9.13. The Committee note that the procurement price of wheat
since 1969-70 had been and still is Rs. 76 per quintal for all varieties
except red indigenous variety subject to marginal adjustments in
prices in some States. Marginal increase in procurement pric: may
have been just about sufficient to cover the higher cost of inputs and’
the general rise in price index. Agriculture Prices Commission had
been recommending lowering of the procurement price of wheat but
the Government firmly stuck to its view that such a step will dampen
the spirit of farmers and reduce over all production of foodgrains.
The Committee agree that farmers must get an incentive price in
order to maintain the tempo of green revolution. The Committee
are equally conrerned that the mmlerests of consumer should Le (ully
taken care of }armers should have the satisfaction that the pro-
curement price not only adequately compensates them for the rise
in the cost of inputs like fertilizer, power etc., but also leaves them
with a fair return on their investment and labour. The consumers
should have the feeling of sharing the glow of green revolution by en-
suring to them supply of foodgrains at a reasonable price. The Ccm-
mittee have no doubt that Government would take care of the legiti-
mate interests of farmers and expectations of consumers in fixing the
base price for foodgrains.

D. Price Support Operations

9.14, In pursuance of the policy of the Central and State Govern-
ments to support prices of certain agricultural commodites, the Cor-
poration is required to purchase such commodities (e.g. barely,
maize) at specified prices and arrange for the movement and sale.
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Losses, if any, arising from the sale price being lower than the
economic cost suffered by the Corporation in such transactions are
reimbursed by the Central Government|State Governments con-
cerned. If at any time Corporation intends to stop purchases under
price support scheme it has to obtain the prior and specific approval
of the Government.

9.15. The following quantities of wheat were procured by
various agencies including the Food Corporation of India from Pun-
jab and U.P. during 1968-69 to 1970-71 as a measure of price sup-

port: —
(in lakh tonnes)
WHEAT
Year Production Target for Procure-
procure- ment
ment

PANSJAB
1968-69 34:00 RCI 4°00 5-28
Market Nil 519
1969-70 4000 FCI 775 764
Markfed 7:75 8:03
State Govt, 3:00 307
-1970~77 48-00 FCI 7:00 6-70
Markfed 7-00 701
State Govt. 10° 00 9:9%

‘UTTAR PRADESH

1968-69 5748 FCI Nil 0-85
State Govt, Nil 400
1969-70 61-00 FCI 730 1.99
1970-71 §§ to §7 FC1 3-00 322
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9.16. The following quantities of Kharif foodgrains were purchas-
«d by the Corporation as a measure of price support:

(In tonnes)

Year Padcy Maize Jawar Bajra Total
'1965-66 2,254 -— .. 2,254
1966-67 .. 1,692 1,583 19,597 22,872
1967-68 . 18,453 2,63,139 24,807 19,913  3,26,312
'1968-69 12,216 96,092 .. 1,08,308
1969-70 . 65,584 5,054 1s .. 1,20,644
1970-71 3,26,069  3,30,708 413 86,745 7,43.935

f(llpprommatdy up to 31-7-1971)

9.17. In a reply furnished after the evidence, the Ministry of
Agricylture have stated that but for mopping up of wheat surplus
in the market by the Corporation, the open market prices would have
.a tendency to sag. The price support operations were designed to
curb that tendency and achieve stabilisation of prices. Kharif
cereals consist of Rice and Coarse grains viz. Maize., Jawar and
Bajra. It is expected that with the successive launching of high
yielding varieties programme in many parts of the country since
1970-71 notably Punjab, Haryana, and Andhra Pradesh, price sup-
port operations are expected to increase on a significant scale and
the price support operations in course grains may decline.

E. Issue Prices

9.18. The following revisions were made by Government of India
4in the Issue Prices of Wheat, Rice and Milo since 1965:

1. WHEA'T
(Rs. per quintal)
Year Date from wh'ch Imported Indigenous
effective

Red White Red in- Com- Suger- Indi-
cluding mon ior farm genous
mexican white mber

1 2 3 4 s 6 7 8

1965. . Jenuary 1 . 48-00 48:00 70:00  75-00

November 15 . §0°CcO 50:-00
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1 2 3 4 5 6 7 8
1966 . November 15 . §5-00 §5:00 70-00 75°00
1967. . §5:00 §5-00 70:00  75-00
1968. . January1 67:00 67:00
June 17 . 70°00 90°00 70°00 97:°00 95°00
December 16 85-00 85-00
1969. . Mayg4 . . 78-00 7800 78:00 78:00 78:-00
1970. . May3 . . . 17800 78-00 78:0c 78:00 78:00 84-00:
1971. . Mayr . . . 7800 78:00 7800 78:00 78:00

[Note.—For rain affected wheat on 20-6-70 an issue price of Rs, 78 per quintel was
fixed for all varieties, ‘This was reduced to Rs. 76 per quintal on 20-9-71]

II. RICE . Pl
Year Super Super Fin¢ I Medium Coarse Com-
Fine 1 Rine I mon
1965. . . 10000 8500 83:00 7I §2-00 to 64-00**-
5500 to 67:00@
1966-67
(f) Prior to devaluation . . 100°00 8500 8300 71:00 §§°00t067°00

(#7) From 10-6-66 to 11-12-66 . 100°00 90°00 85-00*!73-00 §8:00 to0 70°00
(i) From 12-12-66 10 14-7-67 . 110°00 1I0°00 94:00* 84-0oc 68:19 to 81-00%;

(fv) From 15-7-67 to 31-12-67 . 110-00 102°00 97-0c B8§-00 80-00

1968
From 1-11-1968 onwards . 12§°00 II§-00 110°00 10200 96:00
1969
From 4-5-69 onwards . 150°00 128:00 120°00* III'00 100°00

NoTE: The term ‘Issue Price’ cannotes the ex-godown or f.0.r, destimation staticn price=
for bagged grain issued from Centraf Government stocks:
eFine I and Fine I1] varietics amalgamated and treated as Fine Rice w.e.f. 10-6-1966,
eesBffective from 15-11-1965
@Effective from 1-1-1965 tO 14-11-196S.
tBffective from 15-13-1966
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111, MILO

27-6-65 to 9-(-66 . . . . . . . « Rs. 40/~
10-6-66 to 14-11-66 . . ‘ e« « « « « + Rs 33-
15-11-661031-12-67 ¢« o o o o o o o Rs. 4o~
1-1-68 to 15-12-68 . . . . . . . « Rs, 48/-

From 16-12-68 onwarcs . . . . o N « Rs, s1/-

9.19. The Ministry of Agriculture have stated that the Govern-
ment of India had been heavily subsidising the distribution of food-
grains from its stocks built from internal procurement and imported
from abroad until 1964. Towards the end of 1964. it was decided
that the Central Government issue prices of foodgrains should be
gradually raised in order to reduce the burden of subsidy on the
national exchequer. In pursuance of this decision, the issue prices
of foodgains were gradually increased. Consequently on devalua-
tion of the rupee in 1966 there was an increase in the economic cost
of imported foodgrains. Part of this increase was subsidised and
part of the increase was met by increasing the issue prices in 1966.
Towards the end of 1967 it was decided that there should be no sub-
sidy in the distribution of indigenously procured foodgrains. The
fssue prices were further raised in 1968 and 1969 to implement this
decision. Thereafter the prices have been kept steady as it was felt
by Government that further rise in prices would be resisted by the
consumer and was likely to generate inflationary pressures. The
factors responsible for rise in issue prices between 1865 and 1969

were stated to be:—

(i) Reducing the burden of subsidy in distribution of food
grains;

(ii) Increase in economic cost on account of devaluation and
consequent inflation after 1966;

(iii) In the case of wheat prices after 1968, prices had to be
revised on account of difficulties of selling amber coloured
and superior varieties at a higher price through the pub-
lic distribution system.

3489 LS—9.
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F. Subsidy

9.20. The following amounts were paid to the Food Corporation
of India as subsidy:—

Year of Payment Amount paid ) Period to which it relates

1965-66 . . _Nil . . .

1966-67 Nil

1967-68 Rs, 1-2‘5 crores ) ‘On account, payment for the
year 1965-66 and 1966-67

1968-69 Rst 12'%0 crores .

1969-70 . . Rs. 30°65 crores Rs. 8:0 crores 1elatcs to 1968-69
and the balancc to 1969-70

1970-71 . Rs, 17-98 crores " Rs. 12:98 crores to 1968-69 and
the balance to 1970-71

1971-72 . . Rs, 6:00 crores

April and May 1971
ToTAL . . Rs. 67:98 crores

9.21. A statement giving grain-wise break up of total amount of

subsidy paid each year to the Corporation is appended (Appendix
vI).

9.22. The difference between the per quintal economic cost of
the foodgrains and the issue price per quintal constituted the unit
rate of subsidy and the total consumer subsidy payable to the Food
Corporation is calculated by multiplying the unit rate by the total
supplies made in respect of each category of foodgrain. Profit, if
any, made by the Corporation in respect of any foodgrain is set off
against the total loss and only the net loss incurred by the Corpo-
ration is reimbursed.

9.23. The following were the Economic costs, issue prices and
subsidy (—) Profit (4) per quintal of wheat and rice:—

Year Commodity Econc;mic Issue . Elementary of
Cost (Rs.) Price Subsidy(—)/
£ Profit (-1-)
- 1 R 2 B 3 4 5
1964-65 . . Wheat (Imported) 4562 37°ST (=) 811 to
to  (4)2:38
s 48-00
Coarse Rice 65°69 42:87 (=) 13:69 to
(Imported) ¢52:00 (—) 1'69
to
’ 64°-00

e

*Different rates fixed for each Goverament,
L1sssue price including carrying of buffer,
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1 2 3 4 5
Coarse Rice 56°36 Do. (—) 21°48
(Indigenous) to 0
64:71 (+) 764
1965-66 . . Wheat 45°84 48':00 (=) 364
(Imported) to
s0'00 (+) 446
Coarse Rice 66° 28 *s3:00 (—) 14'28
1A (Imported) to L
. 6400 (4) 0758
ek &
§5'00
. to
67-00
Coarse Rice (Ind) 6%:13 Doy (—) 2335
fo (+) 88
78° 38
1966-67 Wheat 42°8¢ 5000 (—) Q16°39
(Imported)) to to to
! 66'39 ss:00 () 7°18
L]
1 Coarse Rice 66-03 ¢ssco0 (—) 38'93
(Imported) to to
96°93 6700
&
68-19 (4) 397
K. to
» 90'82
)
Coarse Rice 74°35 Do. (—)33 .38
(Indigenous) to to
87-as (+)16°47
t967-68 . Wheat (Imported) 6745 $5°00 (=) 12-48
to to
67700 (=)  0°4S
- Coarse Rice 119° 10 6B 19 (—) SO-91
(Imported) to to
90°'82
& (=) 2310
- g.oo
Coarse 94°53 0. (—) 26-34
" Rice to to
. (Indigenous) 95°53 (1) oe
1968-69 . . Wheat 85°48 74'9s (=) 10°53
Rice 101°37 99:02 (~—) 2°28
1969-70 . . Wheat 80- 59} 78:00 (=) 28
Rice 114'37 10887 (=) 5.5
1970-71 . « Wheat 80° 79 78:'92 (=) 1'8y
Rice 120°70 122°31 (1) 16,

sDifferent rates fixed for each State Government,
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9.24. It has been the policy of Government to limit the suhbsidy
in the distribution of foodgrains to the minimum possible consistent
with the objective of providing remunerative prices to the produ-
cers and reasonable prices to the consumers. Government buys
grains from the cultivators at fixed procurement prices and these
are supplied to recipient State Governments at prices fixed by the
Central Government. Food Corporation of India.acts only as -the
agent of the Government of India in the matter. The expenditure
incurred by the Corporation on the purchase of foodgrains cannot
be met fully by the sale of foodgrains to the State Governments at
issue prices, as the issue prices fixed by the Government of India
have been lower than the economic cost of the Food Corporation of
India. '

9.25. Subsidy is mostly. paid on account of distribution of wheat.
Although the difference between the procurement price and the issue
price of wheat is only Rs. 2|, the economic cost of wheat handling
operations is much more. Earlier with the import component - of
wheat in the total wheat distributed through the public distribution
system being higher, the subsidy, on the issue price of wheat was to
some extent minimised as the economic cost of the imported variety
was lower and consequently, would offset the higher economic cost
of indigenously procured wheat.

9.26. Tt has been stated by the Ministry of Agriculture that with
the reduction in the import component, the economic cost of wheat
and consequently the subsidy were likely to increase unless the
issue price was correspondingly increased or the procurement price
was reduced. In the case of rice, the indigenously procured grain
constituted the bulk of distribution and the distribution was made
at the economic cost. Subsidy on rice distribution was, therefore,
negligible. The Ministry of Agriculture has also stated that the
Food Corporation of India was coustantly endervouring to reduce
its overhead charges and minimise operational losses.

9.27. During the evidence of the Ministry of Agriculture, the
Committee pointed out that though it was the Government which
subsidised part of the overhead charges and consequently consumer
had to pay a lesser price, the fact was that subsidy came from the
general exchequer resources for which were raised through taxa-
tion. So it was the poor consumer who had to pay for it in some
form or the other, the same year or the next year. In reply the
Food Secretary said. “I am verv glad, Sir, that you have taken such
a constructive approach. T think it is the duty of the FCI like any
other public bodv to work with greatest economy and consideration
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of public tunds. As you said, Sir; the subsidy does mean taxing the
tax payer or the public by some other way. It may not be the same
man being taxed to the same extent, it is probably another person
being taxed to a large extent. Incidentals have, theretore, to be reduc-
ed as far as possible.”

9.28. The Committee find that since 1965-66 the Food Corpora-
tion of India has been paid a total sum of Rs. 67.98 crores as sub.
sidy by Government upto May, 1971. Subsidy is mostly paid on ac-
count of wheat because the economic cost of wheat is more than its
wholesale issue price. In the case of rice, distribution was made at
the economic cost and consequently the subsidy thereon was negli-
gible. During evidence the Committee could not get an assurance
from the Corporation and the Government that the amount of sub-
sidy would decline in the years to come. On the other hand, the Com-
mittee were informed in a note. furnished by the Ministry of
Agriculture after evidence that with the reduction in the
import component of wheat, ils economic cost and conse-
quently the subsidy were likely to increase unless the issue
price was correspondingly increased or the procurement price
was reduced.~ The Committce are of the view that as the wholesale
price of wheat is higher than the procurement price by Rs. 2 per
quintal the Food Corporation of India which now has a dominating
share in the foodgrains trade should be able to cut on its overhead
charges and operational losses. The Committee are convinced that
these expenses need initial analysis and meaningful follow up action
so as to reduce the need and quantum of subsidy paid to the Food
Corporation of India by General Exchequer and make available food
grains at more competitive and reasonable prices to the consumers.

G. Production of Foodgrains

8.29. The production of foodgrains in the country since 1961-62
had been as under:—

PRODUCTION OF FOODGRAINS SINCE 1061-62

(Million tormes)
“Year Rice Wheat Other Total Total Total

cereals  cereals pulscs foodgrains
1961-62 . . 357 12 1 232 71°0 117 82-7
1962-63 . . 332 10°8 24°6 68-6 11°s 80" 1
1963-64 . . 37°0 9'8 237 70°'s 10°1 Ro’ 6
1964 65 . . 39°3 12°3 254 7700 12+ 4 894
1965-66 . . 30°6 10°4 214 624 99 723
1966-67* . . 30°4 11°4 241 65°9 83 742
1067-68+ . . 37°6 16°§ 289 830 12°1 951
1968-69%% . . . 39°8 187 25°1 836 10° 4 94°0
1969-70%* . . 404 20°1 27°3 87-8 11°7 99°§
1970-71%% . . 43-4 23°2 306 962 11°6 1078

1. *Partially Revised l%stimates- subject to revision,
aaTV m 1t Pa.l ——— DR e.
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H. Wholesale Prices

9.30. Index numbers of wholesale prices of foodgrains since 1961
were as under: —

Year All Foodgrains -Creals Rice Wheat
commodities

1961- . . . 100°6 99°3 99°3 99§ 981
1962 (April-Dec) - 1041 106°§ 104°0 106° 1 98-9
1963 107°9 110°2 107°7 115°3 997
1964 1191 137°6 129°4 1256 128§
1965 128'9 152:9 142°7 129°9 150°9
1966 . . 144'3 171°0 1633 160°§ 1616
1967 166-0 2250 205°3 1970 214°S
1968 . 165°3 208°2 1988 200°1 2046
1969 . . . 1688 202°8 197°S§ 1938 2091
1970 (Up to August) 177°7 _ 201°4 204'0 201° 4 2159
1970 179°2 2097 202°1 201°2 214" §

1971 . . . 186°1 209'8 199°0 194°S 2062

Source : Bconomic Adviser, Minisiry of Industrial Development, Inter-
nal Trade and Company Affairs,

Financial Ycar Average

1970-71 . . 1B1'1 206°8 199°§ 201°3 208-6

9.31. The Committee enquired as to how it was that despite
bumper crops, the wholesale prices of Foodgrains had been rising in
the country. In reply, the Ministry of Agriculture has stated that
there was a substantial fall in foodgrains prices since the beginning
of the 1970-71 agricultural year because of good monsoons and bring
prospects of the kharif crops. Later on and particularly since the
middle of May, 1971 prices had shown a seasonal rise. However, the
all-India July, 1870. The latest index in the end of July was lower
year since .Jaly, 1970. The latest index in the end of July was lower
than last year by 2.2 per cent. The index number for rice and
wheat were also lower by 0.6 per cent and 3.6 per cent respectively.
It was stated that the rise in prices since the middle of May, 1871
was mainly seasonal; it was also partly due to the dry spell in cer-
tain parts of the country notably Maharashtra, Andhra Pradesh,
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parts of Mysore and Tamil Nadu. . It has been confirmed. tnat Gov-
srnment have adequate stocks to deal with the siutation.

.. 9.82. Asked as to how far the increase in foodgrains prices had
Jead to general rise in prices in the country, the Food Corporation of
India, has stated that apart from liberal procurement policy .of effec-
ting significant price support purchases, there were other factors
like phased reduction of imports and building of buffer stock result-
ing in decrease in the net. availability of foodgrains, increase in
issue prices, etc. These had a 51gnxﬁcant effect on the general price
level. ¥

9:33. During 1972 the open market prices of wheat were Trising
steadily throughout the country. In order to arrest the rising prices
of wheat in the open market, the Food Corporation of India have,
with the approval of the Ministry of Agriculture (Department of
Food) organised open sales of wheat from its stocks at selected cen-
tres in almost all the States in the country. The Corporation pro-
poses to organise 700 sales centres in the country. The floor price
for sale of wheat in the open market has been fixed at Rs. 82|- per
quintal. Wheat is sold by open auction in the regulated markets in
different States Where there is no regulated market, wheat is sold
by 1nv1t1ng daily tenders. After taking into consideration the price
‘at which wheat is sold through fair price shops in the States of
Maharashtra and Gujarat, the floor price of wheat in these two
States has been revised as under:—

-Naked Grain — Rs. 82/- per quintal
Beagped gross .
Wcigl’lt‘—f Rs, 84/- »
Bagged net weight Rs, 85/- »

Upto 17th. February, 1972, the Corporation have sold about 60,000
tonnes of wheat in the open.market by tenders|auctions. By the end
of February, the aggregate sales of wheat is expected to amount to
about one lakh tonnes.

9.34. The Committee have stated that the scheme to pump into
the markets substantial quantities of wheat would supplement the
public distribution system to ensure availability of wheat to the con-
sumers at reasonable prices. The Corporation have issued instruc-
tions to all the regions that the open market wheat sales scheme
should not affect regular supplies of wheat to the fair price shops.
The Committee have been assured that even after sale of wheat by
the Corporation into the open market, supplies of wheat of good
quality to the fair price shops according to the standing instructions
continues unhampered and their requirements are being met in full.
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9.35. The Committec find that during the years 1961-62 to 1966-67,
the production of foodgrains in the country was almost static with
lowest production being 72.3 million tonnes in 1965-66 and the highest
being 89.4 million tonnes in 1964-65. It was in the year 1967-68 that
a major breakthrough was achieved by attaining a record produc-
tion of 95.1 million tonnes. Since then the production of foodgrains
had been steadily rising and in 1970-71, the production is estimated
to have exceeded 107 million tonnes. This “Green Revolution” natu-
rally raised high expectations that prices of not only foodgrains but
also of other commodities would come down. But this did not hap-
pen. Index number of foodgrains wholesale prices which during the
years 1961 to 1966 had ranged between 99.3 and 171.0 moved bet-
ween 202.8 and 210.4 during the year 1968 to 1971—the years of bumper
crops. In the conext of this paradoxical phenomenon of rising prices
in the midst of plenty, the Corporation bid to curb the rising market
prices of wheat by opening sales centres is a welcome step in as
much as Corporation’s direct participation as a seller in the open
market is expected to offer healthy competition to the private trad-
ers and check rising prices of wheat in particular and foodgrains in
general. The Committee hope that as foodgrains price is an im-
portant determinant of general price level, Corporation’s strategy to
curb the rising prices of wheat by pumping into the open market
adequate stocks would have a salutory effect on the general price
level in the country. The Committee however wish to caution the
Corporation that if unscrupulous private traders lift the additional
wheat stocks from the open market and hoard the same, the Cor-
poratign’s venture may ultimately fail. It is, therefore, essential
that the Corporation should take adequate precautions to ensure that
as far as possible the stocks released by them reach the genuine cus-
tomers and are not cornered by speculative traders for hoarding at
present with a view to release them when artificial scarcity is creat-
ed so that they may indulge in profiteering.



COST CONTROL
A. Incidenta] Expenses

The overhead charges incurred by the Department of Food during
1987-68 when the work was handled by that Department and those
incurred by the Food Corporation of India are given below:—

(Rs. per tonne)

Naicuce of Incidentals Food Deptt’s Food Cor- Consolidated  ¢.raiseas
(1967-68) poration of provisional compared
India rates allow- with

(1969-70) ed by Govt.  1967-68
(Actuals for of India

normal for
operations) 196%-70

1. Transjt and Storagc Loss 2:00 13°70 9:00 350
2. Freight . .. 2760 29° 60 28-60 36
3. Hanliling of Godowns . 3:30 3:90 4°10 24
4. Gorlowa Charg:s 560 4'80 7°70 37
. 5. Ieresc0a Capital 8: 50 11'60 30°20 25s
6. Esitablishment . 4° 40 13'50 1I-9o 170
s1°40 77° 10 9r'so - 78

. 10.2. Import of foodgrains was tfll recently being made by the
Central Government and issued for consumption in the various
States. Till 1-4-1967, the rates at which the Corporation was to pay
for the supplies made by the Central Government were determined
by deducting from the issue prices a sum assessed as being sufficient
to cover the incidental costs that the Corporation would incur upto
the time of issue. These incidentials were inclusive of the railway
freight element which was borne by the Corporation.

10.3. From 1-4-1967 to 3-5-1969, Government of Ipdia had been
billing the Corporation prices for the imported foodgrains at full
issued prices applicable on f.o.r. destination basis and the Corpora-
tion was being paid separately incidentals to cover its cost of storage
and distribution. During this period railway freight was being
borne by the Government of India.

T T, 127
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10.4. Since 1-4-1969 import of foodgrains was being done directly
by the Corporation and the actual cost in respect of the same was

being paid by the Corporation. Since 4-5-1969 the incidentals
allowed to the Corporation are included in the issue price.

10.5. During evidence, the Food Secretary informed the Com-
mittee that overhead charges or indicidentals vary from cereal to
cereal. Incidentuls are of two types viz. (i) Procurement incidentals
levied by the State Government or the Marketing Federation or in-
curred by the Corporation as the case may be and (ii) Food Cor-
poration’s own overhead charges incurred after the grain is taken
over by it from the State Government|Marketing Federation own
procurement. In the case of wheat procurement incidentals amount
to Rs. 10.26 per quintal (Rs. 102.60 per tonne) and FCI’s storage,
movement and ditribution incidentals allowed were Rs. 9.15 per
quintal, (Rs. 91.50 per tonne), the total incidentals being Rs. 19.41
per quintal. (Rs. '184.10 per tonne). The details of ‘procurement
incidentals’ and the FCI’s incidentals are given below:—

Procurement Incidentals on wheat

Q(uﬁ:\.talgﬂ

. (1) Mandi chargesincluding commission 2°37
(2) Mandi Labour 0-49

(3) Temporary Storage and extra handling o 18

(4) Forwarding charges 0 64

(5) Internal Movement . o038

(6) Establishment Charges e e .. 0 39

(7) Interest Charges oss

(8) Gunny Bag Cost 272

(9) Sales and Purchase Tax . 232

(10) Services Aiministration o0 20

Charges
(1) 0ct_oroi . 002

10°26

TorAL -

(Note: The gunny bag cost of Rs. 2.72 in the procurement in-
cldentals for Wheat during 1969-70 is the average cost of gunny bag
of 100 Kg. in all the procuring States. The prevailing cost of gunny
bag as at present is much higher and is around Rs. 350 per bag)
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b. Storage, Movement and Distribution Incidentals of the Food Cor-
poration of India

(Rs. per
quintal)
Nature of Incidentals Wheat Wheat
imported imported
(w.e.f indigenous
1-4-67)  (w.c.f4-5-69)
(1) Transit & S:orage Loss . . 0'35 0'90
(2) Handling Golown Operations 0°3$ 0° 41
(3) Establishment . 043 119
(4) Godown Charges 044 077
(s) Interest . . 061 3:02
(6) Freight . . .. 2:86
ToTar . . . 2-18 9- 15

(Note : Incidential expenses on Rice are the same as for wheat w.e.f. 4-5-69).

10.6. The incidentals at Rs. 2.18 per quintal were fixed by the
Government of India in 1965-66 as soon as the Corporation was
formed. The incidentals at Rs. 9.15 per quintal were flxed from
1969-70 onwards. The Corporation is of the view that the two sets
of incidentals (i.e. effective from 1-4-1967 and those effective from
4.5-69) are not comparable since the “scope, size and area of opera-
tions” performed by the Corporation from 1969-70 have been much
larger than these performed in the previous years. The main factors
which are stated to account for the wide difference in the two sets
of incidentals are:— .

(i) The activities of the Corporation in the initial years were
largely confined to the Southern Zone only while the
operations for 1969-70 were spread throughout the
country.

(ii) The activities of the Corporation prior to 1968-70 were
confined mostly to storage and distribution of imported
foodgrains and there was practically very little indigenous
procurement. From 1969-70 onwards, apart from storage
and distribution of imported foodgrains, the Corporation
has undertaken massive procurement of wheat, rice and

coarse grains and storage and distribution of these
indigenous grains also.
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(iii) The movement operations of the Corporation prior to
1969-70 were very much limited while from 1969-70 on-
wards, the Corporation had undertaken magsive move-
ment operation for moving stocks of foodgrains all over
the country. The movement of stocks were limited to
imported foodgrains from the ports in the previous yvears
and such movement was done by the Government of
India. From 1969-70 onwards, the responsibility for the
movement of both imported and indigenous foodgrains
and incurrence of freight thereof has developed on the
Corporation.

(iv) The clearance of foodgrains at all the major ports in the
country was done in the previous years by the Govern-
ment of India. The officers and staff in the port offices
were under the Government of India. From 1969-70 on-
wards, all these officers and staff in the port offices were
transferred to the Corporation (from 1-3-69 in respect of
western ports and 16-12-68 in respect of other ports) and
the clearance work of foodgrains at all the ports became
the responsibility of the Corporation.

(v) Prior to 1969-70, the import and distribution of foodgrains
(mostly imported) were such that there was hardly any
accretion to stocks. The stocks did not remain in storage
for any appreciable period of time. From 1969-70 on-
wards, on account of the massive procurement operations
the Corporation began to build sizable quantities of buffer
stocks in pursuance of Government policy and the storage
periods of the stocks increased considerably. On account
of this interest and storage charges have registered sub-
stantial increases. \

(vi) From 1969-70 onwards, the Corporation had embarked on
a series of crash programmes for the construction of
storage godowns for storage of foodgrains. The consi-
derable additions to the storage capacity also meant con-
siderable increases in the staff strengfh to man the god-
owns and other expenses.

(vii) The incidentals fixed at Rs. 2.18 per quintal were in
respect of imported wheat only while the incidentials fixed
at Rs. 8.15 per quintal were in respect of imported wheat,
indigenous wheat, imported rice and also indigenous rice.
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(viii) The incidentals fixed at Rs. 2.18 per quintal do not include
freight charges. As already pointed out, the Corporation
was obtaining imported Wheat from the Government of
India at its depots on ‘freight paid’ basis and as such inci-
dentals of Rs. 2.18 per quintal did not include any element
towards freight charges. However, from 1969-70 onwards,
the issue prices of wheat and rice are on F.O.R. destination
basis and the Corporation is moving foodgrains all over the
country incurring freight charges thereon.

10.7. The Corporation have explained that in the procurement in-
cidentals, ‘Mandi Charges’ represent the commission paid to Kutcha
and Pucca arhatiyas in the mandi, market fee, austion fee, etc. The
rates of Commission paid to Kutcha and Pucca arhatiyas and also
market fee and auction fee are regulated by the State Governments
concerned. ‘Mandi Labour’ is an item which represents the expendi-
ture incurred in mandi for bagging, stencilling, stitching etc. ‘For-
warding Charges’ cover the amounts incurred in mandies for load-

ing of foodgrains in trucks etc.

10.8. Asked as to how is it that “Establishment Charges” accrue
twice under ‘Procurement Incidentals’ as well as under FCI's own
incidentals, the Corporation have stated that procurement of wheat
is done not only by the Corporation on its own but also by other
agencies such as Cooperative Marketing Federations, State Govern-
ment etc. The establishment charges paid to the other procuring
agencies are included in the “procurement incidentals” while the
entire establishment cost of the Food Corporation (including the
Establishment on procurement) is covered in the overall rate of
Rs. 1.19 per quintal. The establishment cost of Rs. 0.59 per quintal
included in the procurement incidentals represents the establishment
cost paid to other agencies expressed as a rate per quintal in the
total procurement. The Food Corporation gets only Rs. 1.19 per
quintal as its own establishment charges.

10.9. The Committee pointed out that that increase in operations
of the Corporation did push up the total amount of incidentals but
it was not clear how and why it increased the rate of incidentals per
quintal. In reply. the Corporation have explained that “the increas-
ed procurement and storage operations for building up huffer stocks
increased the total costs or incidentals incurred by the Corporation.
If the total quantity of sales also increases correspondingly. the rate
of incidentals per quintal of sales would not show any increase. How-
ever, with the level of sales remaning practically constant, the rate
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of incidentais per quintal of sales in the coming years would be
higher”.

10.10. One of the reasons given by the Corporation for inerease in
incidentals from Rs. 2.18 to Rs. 9.15 per quintal w.e.f. 4.5.69 in the case
of wheat was transfer of port clearance operations to the Corpora-
tion. Asked whether justification for increase in incidentals would
not be substantially minimised with the stoppage of import of wheat
from 1972 onwards, the Corporation have stated that though the
imports were expected to be stopped, it might not be practicable to
discharge the staff employed in the ports for port clearance work due
to reduction in imports. It has been stated that fresh avenues
would have to be found for absorbing the surplus labour and staff at
the ports for other activities. It has also been stated that with the
off take for the public distribution system remaining practically at
the same level, the increases in the costs incurred by the Corporation
cannot be absorbed by increased sales and as such the rate of inci-
dentals or costs per quintal of sales would shaw a steady increase
over the years.

10.11, In a Memorandum furnished to the Committee, the Gov-
ernment of Bihar stated that:

“The procurement prices of paddy/rice in this State during
the last two kharif years were Rs. 56.25/95.25 per quintal
and after adding all necessary incidentals and administra-
tive charges, the wholesale issue price of rice came to
Rs. 115.43 paise per quintal. The incidentals etec. thus
worked out at 21 per cent of the basic cost of the commo-
dity. This is apparently very high and efforts need to be
made by the FCI for more efficient and economic manage-
ment of the job in order that the consumers may be able
to get foodgrains at a more reasonable rate. There is
ample scope for reduction in the incidentals like godown
shortage, transit loss, transport cost and administrative
cost”.

10.12. The Government of U.P. represented to the Committee
that:

% as a result of the heavy expenditure incurred by the FCI
on its large overstaff and costly organisation, consisting of
zonal regional and district offices and numerous centres
"and labour corps at ports, their overheads work out to be
quite high. Tn the most recent case, FCT quoted Rs. 67.05
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per quintal for supply to this State of 2,000 tonnes of maize
which is require for distribution in scarcity and flood
affected areas of U.P. this year. The procurement price
for maize fixed by Government of India is Rs. 52.00 per
quintal only. If the offer, which is f.o.r. station of des-
patch only (from Punjab or Haryana), is accepted the
retail issue rate of the maize will be about Rs. 80.00 per
quintal. This is a price which a consumer can ill afford to
pay much less in a flood affected or scarcity hit area”.

10.13. The Government of Rajasthan have stated in the Memo-
randum to the Committee:

“It is felt that the incidentals charged by the FCI for under-
taking various operations such as procurement, transporta-
tion, storage and despatch are very high and this results in
an increase in the issue price of the foodgrains at which the
State Government finds it difficult to dispose off the same
because the higher issue price leaves little margins even
for incidentals necessarily to be incurred by the State
Government and the State Government has to incur losses
by salling the grain at lesser rate or on account of lack of
offtake and piling up stock because the grain supplied by
the FCI cannot be sold through Fair Price Shops on ac-
count of prevailing lesser market rates. It would be
worthwhile to examine the price structure of FCI and its
procurement procedures so as to find out scope for reduc-
tion in the issue price of the, grain, supplied by the Cor-
poration.”

10.14. Giving evidence before the Committee on 16.12.70, the
representative of the Federation of All India Foodgrains ‘Dealers’
Associations stated:

“Shri Narayan Gupta, one of our friends has sent us a letter
from Andhra Pradesh to the effect that traders of Andhra
Pradesh and agreed to handle foodgrains at a cost of Rs. 3.75
per quintal and as against this FCI's handling charges
were Rs. 13 per quintal”.

10.15. A representative of the Roller Flour Millers’ Federation
of India, New Delhi stated during the evidence on 16.12.70 that the
FCT must reduce their overhead expenditure. It's staff strength had
increased manifold. He said, “FCPs procurement cost for the stor-
age and handling is anything between Rs. 10 and Rs. 15 per quintal
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which represents nearly 8 to 12 per cent of the cost. Now
nowwhere in the history of the foodgrain trade, handling charges
are anything more than 3 to 4 per cent. The witness suggested “they
must streamline and bring down handling charges as much as they
can. I am quite sure that the experience of the private trade and in-
dustry in this matter could be sought as to how they can reduce
these charges which are quite high.”

10.16. During the evidence of the Food Corporation of India, the
Committee enquired why there was a vast difference between the
purchase and sale price of wheat and rice. The Chairman, FCI
stated that the difference was nearly Rs. 20 per quintal in the case of
wheat. This difference was due to the fact that storage, movement
and distribution incidentals were Rs. 9.15 per quintal. Over and above
that, ‘procurement incidentals’ came to nearly Rs. 10.26 per quintal.
The Chairman, Food Corporation of India explained that the pro-
curement price of wheat was Rs. 76 per quintal and its issue price
was Rs. 78 per quintal. Thus the difference between the procure-
ment and issue prices was only Rs. 2 . The rest was made up by the
Government of India by pooling prices i.e. by pooling the imported
wheat with the indigenous wheat.

10.17. Asked why the incidental charges of imported wheat and
rice had been raised from Rs. 2.18 to Rs. 9.15 w.e.f. 4.5.69 the witness
explained that the functions of the Corporation had increased consi-
derably. Moreover, the amount of Rs. 2.18 represented godown
charges i.e., handling within the godown whereas the amount Rs. 9.15
included the entire operations. It also included port handling.
freight and other charges.

10.18. The Committee pointed out that even some State Govern-
ments e.g., Bihar and U.P. had complained that FCI's incidentals
were high. The Chairman, FCI said, “We did get a certain complaint
to that effect. We consult the State Governments and we fix the
rate in consultation with them”. The witness informed the Com-
mittee that in these incidentals there was some share of State Gov-
ernments also.

‘.

10.19. During the evidence of the Ministry of Agriculture: the
Food Secritary expressed the view that as procurement incidentals
of Rs. 10.2!' per quintal were all levided by the State Government or
the Markirg Federation, there was hardly any scope for reducing
them.
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10.20. The Food Secretary stated during evidence that both
godown and storage losses had gone up because of the larger buffer
stock. He added “I am afraid this year the buffer stock is so heavy,
the charges will go up further”. When his attention was drawn
to para 1.50 of the Seventh Report of the Public Accounts Com-
mittee (1971-72) wherein need for economy in incidental expenses
had been stressed, the representative of the Ministry said: “You
are right, Sir, in suggesting that the F.C.I. should exercise utmost
economy in the matter of staffing and overhead charges. We should
think of economy of lakhs of rupees, when we are having trans-
action of crores of rupees. Certain studies have been done. The
‘Cost Accounts Officer of the Ministry of Finance assisted by the
-officers of the FCI has looked into the incidentals or the overhead
-as they are called and he has given a report which is now under
«consideration. After that if we feel that a further examination is
necessary we shall certainly take it up.”

10.21. In his report, the Cost Accounts Officer has expressed the
opinion that perhaps one of the reasons why the unit incidentals
as claimed by the Corporation year by year is going up, despite
more than proportionate increase in the quantity of foodgrains
‘handled, is that the allocations are related by the Corporation only
to annual sales. It has been pointed out that if in any one year
procurement has been considerable but sales have not been of
equal magnitude, under the Corporation’s method, the unit inci-
dence is bound to show very steep increase since the annual high
-handling charges incurred on procurement and storage are related
only to a lower quantum of sales. The Cost Accounts Officer has
recommended that the Corporation may be asked to work out the in-
cidence of handling charges for the years 1967-68, 1969-70, 1970-71
-on the basis recommended in the Report to exhibit a more realistic
and acceptable picture. The Report further states that the question
-of evolving a norm for the future can be decided after examination
-of the trend for the last three to four years.

10.22. The Committee enquired how trading in foodgrains by the
F.C.I. had helped the farmer and the consumer. The Food Secre-
tary stated, “If I may mention, the Food Corporation is one of the
biggest trading Corporation all over the world, dealing with 10
million tonnes of food and sales of about 800 crores of rupees”.
“The Food Secretary stated that normally at the harvesting time,
the prices tended to slump heavily because the farmers were in a
hurry to sell their produce. The F.CI. came to the rescue of
farmers by making procurement of wheat at the incentive level
of Rs. 76 per quintal. The consumer was provided grains through
the public distribution system. This benefited the poorer classes

3489 L.S.—10.
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of consumers especially in the rationed areas like Bombay, Calcutta,
etc. Thus every body was able to get ordinary type of foodgrains
at a reasonable price which included only minimum overhead ex-
penses. The Food Secretary claimed, “Normally he (Consumer)
gets the foodgrains at Rs. 78|- plus cost of distribution. He would

never get so, if the trader purchases at Rs. 76|- because he would
not charge less than Rs. 83|- or so0.”

10.23. The Corporation has also siated that the procurement as
well as the storage, movement and distribution incidentals form about
25% of the procurement price for wWheat and about 169, of the
procurement price for rice. The high percentage was due to certain
items of expenditure like gunny, mandi charges, taxes etc. which
were beyond the control of the organisation as also to the holding
. of buffer stocks.

10.24. The Corporation are of the view that the two sets of
Incidentals shown under the heading Food Depariment (1967-68)
and food Corporation of India (1969-70) in para 1 are not quite com-
parable far the following reasons: —

(a) As already stated, the incidentals given in the case of
the Food Department relate to 1967-68 while those of
the Food Corporation are for 1969-70.

(b) In the case of the Food Corporation the incidentals in-
dicated have been worked out by deducting from the
total expenditure incurred during the year the estima-
ted expenditure on holding the buffer stocks and divi-
ding the balance by the sales for the year 1969-70;

(c) The method of calculating the incidentals also differs in
the two cases. In the case of Food Department the
quantity of foodgrains purchased was generally the basis.
The exact procedure followed in calculating each item
of incidental is given in Appendix. So far as the Food
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Corporation is concerned, except for transit and storage
loss, the other incidentals are calculated on the basis of
the expenditure booked in accounts under each category
divided by the total quantity paid during the year. The
transit and storage loss is calculated by dividing the
actual loss of each kind during the year (as evidenced
by the stock accounts) by the total sales for the year.

(d) The increase in the establishment charges of the Food

Corporation is partly due to the fact that as compared
to 1967-68, there has been an increase in the allowances
payable to staff. Futher when the Food Department was
handling the foodgrain operations, the purchase opera-
tions consisted mostly of imports and, therefore, these
were confined to the ports. But the Food Corporation
has also been procuring internally considerable quanti-
ties of wheat and rice, and they are also to handle the
price support operations. For this purpose they have to
employ staff at a number of centres throughout the
country with the result that there is a proportionate
increase in the establishment charges.

\

(e) As regards ‘interest on capital’ in respect of loans drawn

€3]

from the State Bank of India for their purchaseiprocure-
ment operations nearly half the amount employed in
procurement operations is drawn from the State Bank
of India for which the rate of interest paid is 74% which
is much higher than the rate of interest adopted by the
Food Department when the foodgrains transactions were
handled by them.” -

Regarding the transit and storage loss, the incidentals of
the Food Department for 1967-68 are based on the
amount of losses written off during the year divided by
the opening balance of stock and the purchases and do not
take into account actual losses incurred. However, the
incidentals worked out by the Corporatien for 1969-70 are
worked out on the amount of actual lesses incurred during
the year. If the incidentals of the Corporation are worked
cut on the same basis as that of the Food Department for
1967-68, the losses for the Corporation for 1860-70 would
work out to Rs. 1.24 per tonne agrinst Rs. 2.00 per tonne
for the Food Department in 1967-68.
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(g) The Corporation had undertaken massive procurement

of foodgrains from 1969-70. This involved longer leads
of transportation from the procurement centres to the
consumption centres. In the case of the Food Depart-
ment, however, the indigenous procurement of foodgrains
was insignificant and the movements were in respect of
imported foodgrains from the ports to the storage
depots. The incidentals on freight incurred by the Cor-
poration in 1969-70 were, therefore, slightly higher than
those incurred by the Food Department in 1967-68.

(h) Regarding interest on capital the incidentals of the Food

()

Department for 1967-68 were in respect of imported food-
grains, the cost of which was considerably less than that
of indigenous foodgrains. The interest on capital in-
curred by the Food Corporation for 1969-70 is, however,
in respect of both imported and indigenous foodgrains
(including imported and indigenous rice). The cost of
indigenous foodgrains is much higher and hence the
interest liability of the Corporation had also become
higher. Also. the Corporation has been utilising not only
Government loans but also bank overdrafts for,its work-
ing capital and paying much higher rates of interest
than the Food Department. The rate of interest paid
by the Corporation on Bank overdraft was 74%. These
factors were responsible for the increase in the interest
charges incurred by the Food Corporation for 1969-70 as

compared to those incurred by the Food Department in
1967-68.

As regards establishment cost. the incidentals of the Food
Corporation relate not only to the storage establishment
but also port establishment and procurement establish-
ment. There was very little of indigenous procurement
by the Food Departments in 1967-68 and there was,
therefore, no separate establishment for the same. How-
ever, as already pointed out, the Corporation had been
undertaking massive procurement of indigenous food-
grains from 1969-70. This involved establishment of a
very large number of procurement centres and employ-
ment of additional staff for the same. These constituted
the main reason for the increase in the establishment
cost of the Corporation for 1969-70 as compared to the
establishment cost of the Food Department in 1967-68.
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10.25. The percentage rise in administrative Overheads of the
Corporation with reference to the base year 1865-66 was as under: —

ADMINISTRATIVE OVERHEADS

Year ) Rs/Quintal  ©, rise in
Overheads

1965-66 . . . . . . . . . 073

1966-67 . . 0-86 18
1967-68 . . . . . 146 100
1968-69 . 1°45 100
1969-70 I'49 Io4
1970-71 (Provisi onal) . 1'98 171

10.26. The Corporation have stated that the increase in adminis-
trative overheads on normal operations increased from Rs. 13.14
crores in 1969-70 to Rs. 14.72 crores in 1970-71 (provisional), the
increase in 1970-71 being 11% over the overheads of 1969-70. This
increase, it has been stated, was mainly attributable to normal in-
crements and payment of interim relief to the officers and staff.
Out of the total increase of Rs. 1.36 crores in 1970-71 over 1968-70,
the normal increments alone to officers and staff accounted for about
0.50 crores and payment of interim relief accounted for -about
Rs. 0.70 crores. The increase in the cost of administrative overheads
per quintal of safes in 1970-71 was not only due to the increase in
the quantum of administrative overheads but also due to the re-
duction in the volume of sales in 1970-71 as compared to 1968-70.

B. Cost Consciousness

10.27. In a written reply, the Food Corporation of India have
stated that they had been making efforts to bring about cost con-
sciousness and reduction in overheads. These steps include laying
down of norms for storage and transit losses, surprise checks on
unloading operations, arranging training courses, seminars and
orientation lectures, placing of rail movements on scientific basis,
launching of crash programmes for augmentation of storage capa-
city, giving up of sub-standard godowns from private parties,
improvement of process of billing, quarterly performance reports,
formation of Budgetary and Cost Control Section/& Centralisation
of Cash Control, Budgetary and Cost Control, strengthening of
Internal Audit Cells, entrusting the preparation of movement plans
for Rabi and Kharif to the National Council of Applied Economic
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Research and study of staffing pattern for procurement and quality
control to IBCON (P) Ltd. and Indian Institute of Management,
Ahmedabad and obtaining of services of U.S.A.’s Experts for Informa-
tion System, Budget and Control including Inventory Management,
etc. In a Note furnished to the Committee on 12th January, 1972,
the Corporation intimated that the Reports of IBCON (P) Ltd.
and Indian Institute of Management, Ahmedabad are still under-
consideration. These Reports had to be discussed with the repre-
sentatives of the employees Unions/Associations before the recom-
mendations could be implemented. It has been stated that although
the process of consultation has been completed, certain objections
and suggestions arising therefrom were being examined further
and that it might take some time before final decisions are taken/
reached.

10.28. The Committee view with concern the fact that there had
been steep rise in the incidental expenses of the Food Corporation
of India. During 1967-68 when the work was being hamdled by the
Food Department directly, incidental expenses amounted to Rs. 51.40
per tonne. With the tramsfer of work relating to procurement, ster-
age and distribution of foodgrains to the Corporation, those expenses
rose to Rs. 77.10 per tonne during 1969-70 inclusive of buffer stock
carrying charges, these expenses were provisionally allowed at
Rs. 91.50 per tonne. The Committee would like to fecus attention
of the Corporation 4s well as Gevernment on some of the important
compenents of incidental expenses in respect of which the rise has
been phenomenal. For example, ‘transit apd storage less’ has im-
creased by 350 per cent, ‘establishment charges’ by 170 per cent of and
‘Godewn Charges’ by 37 per cent as compared to the charges im-
curred when the Foed Department handled directly the foodgrains.

The Committee recognise that there has been increase in the
‘scope, size and area’ of operations of the Corporation and that some
increase in such charges could not be ruled out but they find it hard
to accept that the present charges of Rs. 91.50 per tonne (Rs. 9.15
per quintal) are the barest minimum and there is no scope for re-
duction. During evidence, a representative of the Roller Flour Mil-
lers’ Federation of India informed the Committee that ‘nowhere in
the history of the foodgrain trade, handling charges are amything
more than 3 to 4 per cent.’ In the case of the Food Corporation of
India, handling charges of Rs. 9.15 per quintal constitute 12 per cent
of the procurement price of Bs. 76 per quintal of wheat. When ‘pro-
curement incidentals’ of Rs. 10.26 per quintal are added to the Caor-
poration’s incidentals of Rs. 9.15 per quintal, handling charges
amount to Rs. 19.41 per quintal and constitute about 25 per cent of
the procurement price of wheat. Some of the State Governments
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lhave also eategerically stated in written memoranda to the Commit-
tee that incidensal charges of the Corporation are extremely high
and needed to be bremght down to a reasonable level. The turnover
of the Cerporation has increased manifold and it is now admittedly
one of the biggest trading Corporationt in the world dealing as it
dees, with 10 million tommes of foodgrains and sales to the tune of
Rs. 800 crores. The Commtittee are constrained to observe that the
Corporation have rot been able to derive full benefit of economy of
-scale,

10.29. The Committee find that though the Food Cerperation of
India are in existence for the last seven years they have net evelved
any norms for regulating the incidental expenses. In its Report on
incidental expenses of the Corporation, the Cost Accounts Officer of
the Ministry of Finance has expressed the opinion that ‘perhaps one
of the reasons why the unit incidentals as claimed by the FCI year
by year is going up, despite more than proportionate increase in the
quantity of foodgrains handled, is because the allocations are related
by FCI only to annual sales’. The Cost Accounts Officer has recom-
mended that FCI should work out the incidence of handling charges
for the years 1967-68 to 1970-71 on the basis indicated in his Report
to ‘exhibit a more realistic and acceptable picture’ and to study the
trend for the purpose of evolving norms for the future. The Com-
mittee expect that no further time would be lost in evolving such
'norms which are a vital instrument in the hands of Management to
exercise check on such expenses and are indispensable for creation
of cost consciousness among officers and staff at all levels of the
«Corporation,

10.30. The Committee note that the Food Corporation had got
some aspects of their management and costs analysed by the Insti-
tute of Management, Ahmedabad and Ibcon (P) Ltd., but their Re-
ports remain still under consideration of the Food Corporation of
‘India. The Committee would like the Food Corporation of India to
-give higtest priority to the processing of these Reports of expert
bodies and take concrete measures to effect economies.

10.31. The Committee have dealt with the question of high cost
-of unduly large staff carried by Food Corporation of India in a sepa-
rate Chapter on “Personnel and Administration” but they cannot
‘help repeating that there is a paramount need for rationalisation of
-staff strength keeping in view the trends of procurement, stocking,
distribution etc. To give an example, the large handling staff at
ports are no longer obviously required when the imports of food-
grains have perceptibly come down and adequate buffer stock of
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5—7 million tonnes built up. The Committee consider that the ques-
tion of reducing the heavy ‘incidentals’ brooks no further delay and
they reiterate that it should receive earnest and continuous atten--
tion at the highest level. The Committee recommend that the Food
Corporation of India/Government should criticlly analyse the pre-
sent incidental expenses of the Corporation with the help of best
experts available in the field of costing, management etc. and initiate
effective steps to bring down the ‘incidental’ expenses to the barest
minimum level, for in the last analysis it is the poor consumer and
the Exchequer who have to bear this unconscionably high unproduc-
tive burden of handling charges of foodgrains by the Food Corpora~
tion of India.



XI *
FINANCIAL MATTERS

A. Authorised Capital

The funds of the Corporation consist of:
(a) Equity capital from. the. Central .Government,;
(b) Loans from the Central. Government; and

(c) Cash credit facility,offered by the State. Bank of India,
on the guarantee of the Central Government.

11.2. Under Section 5 of the Food Corporation Act 1964, the:
authorised capital of the Corporation is Rs. 100 crores to be wholly
contributed by the Government of India.

B. Capital Employed

11.3. The capital employed by the Corporation as at the end of’
the last six years was as under:

As on 315t March of ‘(Rupees crores)

1965-66  1966-67 1967-68 1968-69 1969-70  1970-71'

(i) Share capital
(inchuding capi-

tal advance) . 9:00 13:96 17-09 27-06 5326 6516
(ii) Reserves 0°03 0° 6§ 2:08 219 2' 60 2°88°
(iii) Government of

India Loan . 30°00 23°00 3900 223°'50 238° 50 214°'00:
(iv) Bank overdraft - 519 56°04 120°73 29:29 182'01

39-03 42°80  114°18 37348 32265  464'0%

143



144

:and losses due to over payments. Particulars of these cases are

given below:

(Rupees in crores)

Year Fixed Working Capita’
Assets Capital Employed
(Net)
‘ 1965-66 . . . e v e 639 32:74 39'03
1966-67 . . . . . . . I11°ST 31°29 42°80
1967-68 . . . . N o . 15°49 128+ 69 144-18
1968-69 .~ . . e+ 247 u60r 37348
1969-70 . . . O 45°52 270°66 316-18
1970-71 (provisional) . . . . . . 68°47 404'22 47269

C. Cases of Mispppropriation, Fraud, etc.

11.5. There have been ten cases of misappropriation of Corpora-
tion’s funds and shortage of gunny bags ete. during 1968, 1989 and
1970. Particulars of some important cases are given below:

S. Name and designation

No.

Details of alleged mis-

appropriation

Acticn taken

1 Shri A.K. Banerji
Assistant Manager,
Calcutta.

Shri S.K. Some,
Chief [nspector,

Kalighat Siding,
Calcutta.

» Shri S. N. Sen Gupta,
Quality Inspector,
Belasore

3

1968
Misappropriation of
Rs. 32:61 lakhs in

connection with sale
of maize to Baby Food
Corporation, Calcutta
during 1968.

Misappropriation  of
Rs. 8943°53 in con-
nection with sale of
rice in Orissa during
1968,

The report of the C.B.], has

since  been received and
the persons are being
prosecuted, The matter is
Sub-judice,

The C.B.1. themselves re-
gistered this case and
launched prosccution in
the court under section
§(2) read with Section
s(1) (¢) of the prevention
of Corruptioa Act, 1947.
The case is sub-judice,
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1969

3 Shri Khareti Lal Cashier Misappropriation
Shaktinagar Depot, Rs. 47184/- and loss
Delhi of documents and
Cash Book(on recons-
truction of the Cash
Book, & Shortage of
Rs. 47000,- has been
found)

4 Shr1 S. B. Sahai, Sr.
Godown Keeper, Shri  wheat found during
R.T. Singh Jr. Godown  surprise inspection by
Keeper, Shri R.P. Gupta C.B.I.and suspected
Godown Clezk at E. to be a case of misap-
Golghar Depot, propriation of wheat.

-5 ‘ShriS.N. Awasthi, Asstt.
(Gr. II) Dighaghat

Shortage of 309 quintals
of wheat found dur-

Depot, (Bihar). ing surprise inspec-
Shri Hameshwar Singh tion by C.B.I. and sus-
Asstt. (Gr. HI), pect: to be misap-

Di at Depot, propriation of wheat,
(Bthar). Shri S.D.P.
}/lelx;ms, Au;z:n’s (Gr.
, Dighaghat Depot,

(Bihat). Shri‘A.K.p :
Bﬁdw, Ang (Gr. IID

ighaghat Depot
mﬁr%f’ pot

6 Shdri S.BkSahai,ggbGo-
own Keeper
Golghar (Patna)

1970

Shortage of 3868 gunny
bags tound during ins-
pection by CBI and
suspected to be a case
of missppropriation of

gunny bags.
*7  ShfiG.L. Chopra, Sr. Misappropriation of
Assistant Manager, sum of Rs. 4000/- and
New Kandla, Rs. 3082'12.
8  Shri G-R. Bishnoi, Qua- Mjsnppropﬂﬁion

lity Inspector, Amrite
ing 1969 and 1970,

of The

of Official
ar, 3000 gunny begs dur- pension and departmenta]

matter was rcported
to the Declhi Police on
29-9-69 but after in-
qQuiry the case wes

by them as closed due
to lack of evidence. The
matter was, therefore, in
vestigated departmentally
and it i8 proposed to
take departmental action
against certain officials
who are suspected to be
involved. The matter has
been referred to the Cen-
tral Vigilance  Com-
mission and their advice
is awaited.

Shortage of 427 bags of Officials placed under sus-

pension and  depart-
mental proceedings ini-
tiated against them as
recommended by C.B.1.

Officials pleced urder sus-

pension and depart-
mental proceedings be-
ing initiated a8 recom-
mended by CBI.

Official plzced under sus-

pension and . dcpsrimen-
tal proceedings initiated
against him a8 'recom-
- momded by CBI.

The repart of the C.B.I,

has been reccived. Shri
Cho'pn is being prosecut-
ed for mis-appropriation
of Rs, 4,000 and depart-
mentgl proceedings have
been initiated for misap-
propriation of Rs.3,082.12

placed under sus-

procesdings initiated

against him.




146

11.6. Besides, there have been some cases of embezzlement, fraud:

losses due to over payments. Particulars of these cases are given.
below: -

Name of the Region Amount of overpayment Nature of the case
involved
1. Sanatnagar (Andhra) Rs. 1,500 - Contractor  received payment

not only on the originals of
work slips but also duplicates’
triplicate copies thereof.

2. Hapur (U.P.) . . . Rs. 19,120 Excess payment made to Hand-
ling and Transport Contrac-
tor in January 1970 without
adjusting advances made to
him. C,B.1. report has been
received and the matter i s
undef examination,

3. Rampur (U.P.) Rs. 86,730 Payments made on thc basis of
duplicate/triplicate wo rkslips
The contractor interpolated
the figures in works lips and
altere the amounts. Over-
payments and double pay-
ments made between 1.5.69
and 30-9-70. C,B.I. report has
been received and the matter
is under examination,

11.7. During evidence of the Ministry of Agriculture, the Manag-
ing Director of the Corporation stated that misappropriation of Rs.
32 lakhs in the FCI's Calcutta Office related to a transaction of sale
of maize to a private party. Normally for such sales, stocks were
made over to the party by the F.C.I. after obtaining payment in
advance but in this particular case certain consignments were
handed over in advance by “forging of documents and the changing
of register, etc.” The case was handed over tq the CBI for investiga-
tion in 1969. The CBI had given its report recommending launching
of prosecution against 2 officers of the FCI on deputation from the
Government of West Bengal and seven private individuals. It had
not been possible for the F.C.I. to recover the amount from the
trader. A civil suit had been filed.

11.8. In a reply furnished after the evidence, the Ministry of
Agriculture have stated that “the over-payments or losses had arisen
from a violation of the prescribed procedure and|or non-observance
of rules and not due to anv lack of financial discipline.” The Minis-
try have expressed the view that in a large organisation like the
Food Corporation of India with a decentralised set-up, stray cases
of violation of rules or procedure could not altogether be ruled out.
The enforcement of the procedure and rules was to be exercised
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‘through heads of Districts or Regions who had been given adequate
delegation of powers. Considering that there were over 100 District
Offices besides Regional and Zonal Offices, a few cases of non-
.observance of procedure might occasionally arise. In such cases,
appropriate remedial action was taken.

11.9. In a reply furnished after the evidence, the Fod Corpora-
‘tion of India furnished more details about the case of misappropria-
tion of Rs. 32 lakhs in West Bengal. The reply indicates that the
MCI had agreed to supply 10,000 tonnes of Maize to M|s. Bihar Tra-
«ders, Calcutta, at the rate of Rs. 70 per quintal f.o.r. Caleutta during
1968 on the following terms:

@)

(ii)

*(iii)

The representative of M|s. Bihar Traders will examine and
accept the quality and weight of the maize at each of the
three U.P. Depots viz. Hapur Depot, Kanpur Depot and
Agra Depot, before despatch. Once the maize, passed by
their representative at the Depot has been loaded in rail-
way wagons, FCI will be free from all further responsi-
bilities regarding quality and weight, etc.;

The price of the maize will be Rs. 70 per quintal fo.r.
Calcutta railway stations of their choice exclusive of sales
and other local taxes, if any. This price is effective for
the despatches made upto and including the 21st of May,
1968. On any despatch made subsequent to this date,
terms and conditions will be negotiated afresh between
M|s Bihar Traders and FCI.

The proprietor of M!s Bihar Traders, Shri B. K. Kedia,
will visit three depots of Uttar Pradesh for preliminary
inspection of stocks. He will return to Calcutta and
deposit the earnest money of Rs. one lakh at Regional
Office, Calcutta, not later than on 22nd April, 1968. Once
the deposit of earnest money is paid, FCI's Calcutta
Regional Office will advise FCI's Lucknow Regional Office
to arrange for despatch from three U.P. Depots already
mentioned.

(iv) Stocks will be despatched, preferably, freight paid consign-

ed to FCI, Calcutta.

(v) RIRs will be sent from the U.P. despatch depots to the

Officer on Special Duty, FCI, Calcutta and he will arrange
to intimate the party of each despatch as soon as possible.
after it is made. M|s Bihar Traders will be responsible
for full payment to cover the value of each such despatch
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immediately on receipt of such intimation and certainly-
within seven days of such intimation, Railway Receipts
were to be handed over to the representatives of Mis.
Bihar Traders by the FCI's Office at Calcutta on receipt
of full payment.

11.10. On 26th June, 1969 in the course of internal audit of the
accounts of the Regional Office of the FCI, Calcutta, it was found
that 402 wagons of maize containing 98,812.54 quintals valued at Rs.
69,16,877.80 were delivered to M|s Bihar Traders, Calcutta, between
the period from 7th May, 1968 to 11th December 1968. Against the
value of this quantity of maize supplied, only a sum of Rs. 36,56, 110
was credited in the account of the FCI while the balance of
Rs. 32,60,767.80 was not so credited. The matter was reported to the
Central Bureau of Investigation on 21st June, 1969.

11.11. In their Report, the Central Bureau of Investigation are
stated to have pointed out that during the period between 7th May,
1968 and 11th December, 1969 about 402 wagons containing 98.812.54
quintals of Maize valued at Rs. 69,16,877.80 were delivered to Shri
Kedia of M/s. Bihar Traders and/or his agents. In all these cases.
delivery of railway receipts and issue orders were effected by Shri
A. K. Banerjee, Assistant Manager (Movement), FCI. In some of"
the cases, he obtained the approval of the Deputy Regional Manager.
Out of this, an amount of Rs. 36,56,110 only appears to have been
credited with the Corporation leaving Rs. 32.60,767 unaccounted for.

11.12. The arrangement between the FCI and Shri Kedia in con-
nection with the agreement of sale of 10,000 metric tonnes of maize
commenced on 18th April, 1968 and continued upto 11th December,
1968 on M|s Bihar Traders making a further security deposit of Rs.
10,000 on or about 25th May, 1968. . It appeared from the records that
during the period from 7th May, 1868 to  23rd May, 1968, Shri
Banerjee received about Rs. 20,890,200 and released wagons worth as
much upto 6th une, 1968. Thereafter from 10th June, 1968, Shri A. K.
Banerjee started issuing releage orders much in excess of the amount
received in the accounts of the Corporation from the party &end this
is stated to have continued till 11th December, 1868 and during this
period the sum of only Rs. 15,61,000 had been credited in the ac-
counts of the Corporation against an approximate value of
Rs. 48,21,767.80 for which Shri A. K. Banerjee had issued release
orders.

11.18. FCI have intimated that “The CBI concluded that Shri’
A. K. Banerjee, Assistant Manager (Movement) and Shri S. K.
Shome, Chief Inspector, Kalighat siding, officers of the Government:
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of West Bengal on deputation to the Corporation, entered into cris
minal conspiracy with the representatives of M|s Bihar Traders and
committed criminal mis-conduct, fraud and forgery for pecuniary
gains to themselves and the parties. They also forged documents-
by falsely showing delivery of maize to M|s Bihar Traders against
payment and thereby obtained pecuniary advantage of Rs. 32,60,767.
80 for M|s. Bihar Traders and themselves at the cost of the Corpora-
tion.”

11.14. The Corporation has intimated that in view of these facts,
the persons concerned are being prosecuted under Section 120B,
IPC read with Section 5(2)|5(1) (d) of Prevention of Corruption Act
of 1947 and under Sections 468, 467, 471|468 and 477A IPC. This, it
has been stated by the Corporation,”was a deep laid conspiracy bet-
ween these officials and the private persons representing M|s Bihar
Traders. It has been claimed that safeguards had been provided by
the Corporation by prescribing accounting procedures and checks
and it was due to these that the case could be detected during inter-
nal audit. The Corporation have also intimated that the CBI have
not found any lacunae in the rules and procedures. They have,
however, pointed out that there should have been effective checks on
the dealing of Shri A. K. Banerjee and Shri S. K. Shome. In other
words, there was only lack of supervision in this case. The matter
is being probed departmentally with a view to fixing responsibility
of the concerncd officers.

11.15. The Committee have been informed that when this case:
came to notice, Sarvashri A. K. Banerjee and S. K. Shome were
placed under suspension. Necessary sanction for their prosecution
was issued by the Government of West Bengal. Apart from the
criminal case having been launched by the CBI, the Corporation had'
also filed a civil suit for the recovery of the amount due from M/s.
Bihar Traders. Both the cases are sub judice.

11.16. The case of misappropriation of Rs. 32 lakhs in 1968 in the'
Calcutta Regional Office of the Food Corporation of India is the most
serious of all cases of misappropriation, fraud, over-payments ete.
which have so far occurred in the Corporation. The Corporation
have intimated that the CBI which had conducted the investigation:
into this case had not found any lacunae in the rules and procedures
of the Corporation but had pointed out that there should have been
effective checks on the dealings of the Corporation’s officials involv-
ed in the case. As the case is sub judice, the Committee do not wish
to offer any views thereon. The Committee, however, recommend
that the Corporation should tighten the financial discipline in their
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anterprise, tone .up the administration of rifes and procedures and
provide adequate supervisory checks and enforce their observance
at all important levels to prevent recurrence of such cases which
besides entailing financial loss tarnish the fair image of the Corpora-

tion.
D. Outstanding

11.17. The outstandings due to the Corporation are as under:

As on (Amount Rs. in crores)
31-3-1969 . . . . N . + Rs. 40°45 crores
30-I1-1970 . . . Rs. 3660 .,

31-10-1971 . . . . . . . « Rs.67°19

Details of the outstandings as on 31st October, 1971 are given
below:

(i) State Governments

S. State Government Outstanding amount The year of the
No. in lakhs oldest jtem out-
standing with the
amount for the vear

1 2 3 4
a, Assam Govermtment 10969 1968-69
(33-44)
2, Bihar Government 662-14 1966-67
(2:71)
3. Gujarat Government 30°91 1967-68
(r-00}
{ t . 42° 47 1970-71
4. J&K Governmen: 4 (970t
s/ Maharashtra ‘Government 485° 54 1966-67
(0-14)
6, Orissa Government 61'91 1968-69
' (1-27)
' - 58« 41 1966-67
7. Rajisthan Governmem ooy

8. U.P. Government 9693

1966~67
(0°33)
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1 2 3 4

9. Tamil Nadu vaernmem B - 2516 . 1966-67
‘ (1-€5)

10, Tripura Administration . 166-76 1967-68
(8-02)

11, West Bengal Government 280228 1966-67
~ €223'77)

4942-20

(i) Government of India

(a) For Defence supplies. . . 661°26 1966-67
(9°80)
(b) On other account, (,Supphcs to
erstwhile C.S
incidentals subudmry erc. 101143
(ili) State Trading Corporation vf India 1672 .69
10487
Grand Tmal‘ . . . 671976

2, e ——

11.18. The Corporation have stated that their -total annual sales
were about Rs. 750 crores. Thus the outstandings on 30th Novem-
ber, 1970 represented about 15 days’ sales only. According to the
Corporation, considering the volume of transaction the outstandings
were not ‘too high’. The Corporation have assured that every effort
was being made by them- to keep these outstandings as low’ as

possible.

11.19. During evidence; the Food Secretary stated, “it is certain-
ly a big amount (Rs. 36.60 crores as on 30th .November, 1970) but it
represents only -about 15 days dues transactions. These are out-
standings against the State Governments and we give them a reason-
able time to pay the same. I think any businessman would have at
least 15 days’ outstandings.”

11.20. The Committee enquired what time was allowed for pay-
ment and what interest was charged by the FCI on over due
amounts, The Managing Director of the FCI stated that normally
they gave about 48 hours from the time of presentation of the Bill,
for payment of their bills. If bills were not paid in time, interest
was liable to be charged. He added, “We do seek the assistance of
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the Government of India also in enforcing a certain amount of d.sci-
pline in the payment of the bills. Unfortunately delays do take place,
sometimes possibly for genuine reasons and at times because of the
ways and means difficulties. When we are dealing with Government
we have to be a little circumspect.” The Food Secretary stated that
95 per cent of dues were supposed to be paid in 48 hours. The re-
maining 5 per cent took time to collect. Interest was recovered by
including it in the incidentals.

11.21. The Committee find that the outstandings of the Food Cor-
poration of India have gone up from Rs. 36.60 crores as on 30th Nov-
ember, 1970 to Rs. 67.19 crores as on 31st October, 1971 despite efforts
made by the Corporation to bring down the outstandings. In this
connection the Committee note that of the total amount of Rs. 67.1%
crores, the outstandings from State Governments alone are Rs. 49,42
crores. Some of the oldest items outstanding from State Govern-
ments date as far back as 1966-67. The Committee are not averse to
a reasonable time limit being allowed to State Governments to set-
tle bills and make payment. But if the outstandings linger on for
years and the Corporation find itself unable to clear the outstanding
items within a reasonable time limit the Central Government should
come to the aid of the Corporation by persuading the State Govern-
ments concerned to clear the outstandings expeditiously. It is obvi-
ous that if the outstandings are kept low, the Corporation would
have larger liquid resources and will not be forced to lean too heavily
on loans on which they have to pay a high rate of interest.

E. Loans, Overdrafts and Stocks

11.22. The Government of India loan to the Corporation amounted
to Rs. 214.00 crores and Bank overdraft of the Corporation stood
at Rs. 181.63 crores as on 3l1st March, 1971. During evidence, the
Food Secretary stated that at the end of July, 1971, there was a “stag-
gering loan” of Rs. 246 crores from Government and Rs. 300.85 crores
from the Banks. The witness assured the Committee that the amount
was fully secured by the stocks held by the Corporation. The stocks
held by the Corporation from time to time were as under:

Yecar Stocks (tonnes in Value (Escxo—rn)
: lakhs)

1965-66 . . B . . . . 5:61 :«l_"7—'3I
1966-67 6:8s 48-43
1967-68 1564 12860
1968-69 32'56 286- 32

1969-70 37'31 309'13
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11.23. The Composition of the stock at the end of the year
1970-71 was:

——— -

Million tonres

(a) Wheat 2°3
(b) Rice 22
(c) Grain . o's

50

11.24. During evidence, official representative of the Ministry of
Agriculture alleged the apprehension that the Corporation was beng
heading towards a financial crisis because of the mounting overdrafts
and added, “F.C.1 is still going very strong. Borrowing is quite a
respectable profession for any commercial body and the banks are
meant for this purpose.” He explained, “bulk of the working capital
of any commercial organisation is obtained by borrowings from banks.
Equity is only utilised for storage godowns and for mechanical appli-
ances like rice mills and so on. Sc far as the capital required for
machinery is concerned, this is not secured by advances obtained from
banks but so far procurement is concerned, it is financed by loans from
the Government of India and from the banks.”

11.25. The Committee find that while the stocks with the FCI
increased by about 11 times i.e. from Rs. 3731 crores in 1965-66 to
Rs. 446 crores in 1970-71, its loans and overdrafts went up by 18 times
i.e. from Rs. 30.00 crores in 1965-66 to Rs. 546.85 crores in July, 1971,
This does not reflect a comfortable position because Corporation’s
dependence on loans and overdrafts has far exceeded the value of
stocks held by it. They recommend that the loans and overdrafts
should be kept by the Corporation within reasonable limits as the
“burden” of borrowing involves payment of interest at a higher rate
and thus raises the cost of intermediate handling affecting the con-
sumers in the long run. The Government should ensure that the
Corporation does not, as a rule, lean heavily on loans and overdrafts
to sustain its activities.



154
F. Profitability

11.26. The Corporation earned the following profits since its in-
ception: .

(Rupees in Lakhs)

Yecar T Profit Proﬁt
(Prior to tax) (After taxation).

1965-67 22°57 10°07
1966-67 30473 95°27
1967-68 391°08 88:34
1968-69 126-05 14°05
1969-70 263 .89 41°73
1970-71 . 157° 84 N27 .41

11.27. The percentages of profits to sales, gross fixed assets, capital
employed, equity capital and net worth are shown in the following
table:

- e e e e —— e e e

Percentage of Net Profit prior 1965-66 1966-67 1967-68  1668-79 1669-70
o Q. 0/ "u

to Tax on ?/0 /0. /0. Y

(a) Sales N 017 1°21 1:02 022 03
(b) Gross fixed assets . 3-43 2488 22'94 416 51
{c) Capital employed 0°s8 712 2'72 0'34 o'8
(d) Equity capital 2-51 21°82 22'90 466 4.9
(e) Nect worth . . 2°50 20°85 20°79 4°31 4.7
Per%:’x‘agen of Net Profit aficr

Equity capital . 112 6°82 517 052 0.8

Net worth . . . 111 652 470 048 08

i e e e - - —— s Tl —

11.28. During the evidence of the Food Corporation of India, the
Committee asked why the profitability of the F.C.I., had gone down.
the Chairman, F.C.I, said, “As I said we have a social objective to
perform. We do not make an unduly high profit.” The Committee
pointed out that they got such an answer from all public undertakings
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who make losses. F.C.L’s percentage of net profit prior to Tax on
sales in 1969-70 was 0.3 per cent. This was low looking to the in-
vestment and overhead costs as also the turnover of Rs. 1500 crores.
The representative explained that purchase and issue prices were
determined by Government. F.C.IL operated on no profit no loss basis
i.e, the Government reimbursed actual expenses incurred by the
F.CI. The Committee pointed out that if the F.C.I., worked efficient-
ly, actual expenses would be less and the consumers would be able
to get foodgrains at a lesser price. As it was, incidentals, especially
the establishment charges were going up. In reply, the witness
stated *I may explain that there is a very plausible reason for that,
that is, when we build up buffer stocks, we have to store for a much
longer period. In some cases we are hoarding the stocks for over
two years. And so the storage charge for hoarding the buffer stocks
as also the interest charges mounts up.”

11.29. During evidence of the Ministry of Agriculture, the Food
Secretary stated that under the present policy, the Food Corporation
worked on no profit basis, in that bulk of the transactions regarding
wheat and rice were subsidised by the Government and the loss was
made good by the Government. The witness added that if there
was any profit it was due to certain commercial transactions like pur-
chase of pulses and also purchase and sale of coarse grains. As the
quantity of such transactions was limited, the profit was small. More-
over, he said, while F.C.L's turnover had gone up the quantities of
its commercial transactions had remained limited.

11.30. In the round-up of “The Review 1965—70”, the Food
Corporation has inter alia stated, “..,.the prime motivating factor
of private trade is profitability. For the Corporation, it cannot be
and is not so. This is evidenced by the financial results of its opera-
t'ons so far. It has to secure the social objective of the State policy.
Everything else is subservient to it.” In the conclusion part of -the
“Performance and Provisional Financial Results 1970-71”, the Cor-
poration has emphasised that “Profitability can neither be its aim
nor can it be the yardstick for judging its performance.” Citing an
example, it has been stated that the Corporation purchased over 3
lakh tonnes of Maize during 1970-71 in price support to remunerate
the farmer for his effort knowing fully well that there was no de-
mand for maize at that price. Likewise, the Corporation also pur-
chased lakhs of tonnes of rain affected wheat during the Rabi season
fully aware of consumers resistance to its sale and risk of deter.ora-
tion in storage. The object was not to let the enthusiasm of the far-

mer get dampened.
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11.31. The Commitiee note that the profit (prior to tax) earned
by the Food Corporation of India has come down from Rs. 305 lakhs
in 1966-67 to Rs. 158 lakhs in 1970-71. The Committee are convinc-
ed that in the case of Food Corporation the conventional yardstick of
judging the performance of an enterprise by the gquantum of profit
earned by it should not apply, though the Committee are not averse
to marginal profits being made by the Food Corporztion to meet any
unforeseen contingencies. The Corporation has to be more judged
by the achievement of the social objectives umderlying its set up.
The Committee would therefore like the Corporation to spare no
efforts to ensure that the farmer is paid remunerative price, that the
high cost of handling at present incurred by the FCI is reduced to
the minimum so that the consumer is sold the foodgrains at reason-
able prices and on assured basis. The Committee would also like
Government to examine whether the cost for maintaining the buffer
stock s“ould not in all fairness be met by the Government so that
it does mot go unnecessarily to inflate the handling charges of the
Food Corporation. The Committee need hardly stress that the size
of the buffer stock should be most judiciously fixed in the light of
experience gained and every care should be taken to see that stocks
are duly rotated so that the foodgrains are seld well before the nor-
mal period of their preservation is exceeded.

G. Audit

11.32. Statutory auditors are appointed by the Food Corporation
of India annually from among a list of auditors approved by the
Central Government on the advice of the Comptroller and Audtor
General of India. There are at present six auditors who audit the
accounts of the Corporation in various regions. The C.A. and AG.
does not exercise any direct control over the audit of the accounts
of the Corporation. During 1969-70, the Internal Audit and Physical
Verification Teams were placed under the direct charge of the Finan-
cial Adviser.

11.33. Ministry of Agriculture (Department of Food) contemplate
to amend the Food Corporation of India Act, 1955 so as to provide
for audit of the accounts of the Food Croporation of India by the
Comptroller and Auditor General of India.

11.34. The Committee recommend that steps to bring the Feed
Corporation of India within the audit control of Comptroler and
Auditer General of India be taken as early as practicable.
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A. Staff Strength

The staff strength of the Food Corporation of India has increased
hom 2,150 persons in 1965 to 28,982 in 187I. The year-wise increase
was as under:—

Staff Strength as on

Category Category Category Category Total
I 11 111 v

31-3-65 .
31-3-66 .
31-3-67 .
31-3-68
31-3-69 .
31-3-70 .

31-3-71

65
110
124
210
507

500

61 915 1150 2150
29§ 2032 1707 4099
426 5905 4912 11353
545 8224 6335 15228

1104 14246 10530 26090
1024 15313 0802 26719
1104 16086 11292 28982

12.2. The expenditure on the staff strength and its percentage to
the total purchase and sales turnover had been as under:—

Year

Salary Bill Purchases Percentage
and Sales to turnover

1965-66 .
1966-67 .
1967-68 .
1968-69 .

1969-70 .

1970-71 .

(Rs. Crores)
1°17 289-61 041
. 2:'66  493°06 0's4
575 824°42 0°70
. 8-02 1281-89 063
1340 1485°'29 090
. 17°19 141305 122

(Note :—The wagcs, salaries, contributions and staff welfare given above in Col. 2

represents t

he total amount. inclusive of the wages, salaries, Contribu-

tions and. steff welfare pertaining to buffes operations also.)

167
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12.3. It has been stated by the Corporation that their first attempt
was to ensure smooth taking over of the functions and to see that no
disruption in work was caused by the change-over. Scientific man-
ning studies were, it has been stated, not practicable in the initial
stage.

124. A study on operational norms and manpower assessment for
procurement staff in the Chandigarh region made by IBCON(P) Ltd.,
has revealed that currently, volume of procurement, during a season,
is taken as a basis for arriving at “mandiwise” staff requirement
whereas it is the volume of arrivals, and not procurement, wh'ch
should in their opinion, govern the workload of the procurement staff.
The study has recommended standard staff requirement for procure-
ment of operations for each Mandi, the F.C.1, representative visiting
two days in the week, as follows :—

(i) For arrivals upto 10,000 tonnes
of Rabi crop during a season : 1 person

(ii) For every additional 1200 tonnes : 1 person
in addition

On the basis of this standard requirement IBCON have assessed
that in Punjab 258 persons would be required as against the present
requirement of 287 persons. IBCON have also recommended that dur-
ing the lean season, procurement staff could be gainfully utilised as
below :—

(2) For attending to storage and despatch of foodgrains at Food
Storage Depots;

(b) For attending to preservation of foodgrains, after proper
training;
(c) For carrying out physical vertification of stocks.

125. In March, 1970, the Corporation entrusted to the Indian
Institute of Management, Ahmedabad a study of the staffing norms
relating to the storage and quality control functions at the depot
level in the Corporation. Later the Institute was also asked to simul-
taneously examine whether there was a possibility of cutting down
unnecessary paper work and wastage of manpower and make re-
commendations for the staffing pattern. Some of the shortcomings in
the existing staffing norms pointed out by the Institute are:—

(i) present practice accepts storage capacity as the sole criterion
for assessing staff requirements and does not take into ac-
count the activity in a depot.

(ii) current norms also do hot take into consideration fully the
problem of promotional -avenues for the staff,
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2.6. M/s. IBCON Private Ltd. submitted two reports, one on the
procurement operations in Punjab and the other on the procurement
operations in U.P. In the case of Punjab, it has been decided that
the classification of mandies should be made on the basis of pro-
curement potential. As for the super-inspection, it will continue at
the loading points. The consideration of the report on the procure-
ment operations in U.P. could not still be completed because of
the destruction of records at Lucknow during the last floods.

12.7. During the evidence of the Ministry of Agriculture (Depart-
ment of Food), the Committee enquired as to how it was that while
the turn over the Corporation had increased only 5 times, its staff
strength had increased by 12 times since its inception in 1965. In
reply, the Food Secretary stated that when the Corporation was set
up in 1965, its activities were confined to Southern States only.
Later on, its activities spread to other states On 1st April, 1969
all the storage depots and warehouses of the Government of India
were transferred to it and alongwith about 10,000 persons employed
on that work. Similarly, when the distribution work in West Bengal
entrusted to the Corporation, about 5,000 employees of West Bengal
were transferred to the Corporation. Stressing the functional aspect
of the development of staff, the witness stated that function-wise
break up of the staff strength was as follows:

e e e+ e —— —— + ——— o —— ————

Function Staff strength
(1) Procurement . . . . . . . . . 1,743
(2) Godowns and clearange work at ports/harbours . 17:095
(3) Quality Contrel. . . . . . 2,317
(4) Engineering . . . . 870
(5) Other(including W.Bengal employees) . 6,957
Towl: 28982

B. Integration of Cadres

12.8. The staff strength of the Corporatxon comprises three distinct
cadres. These are:—
(a) Transferees from the Regaonal Directorates of Food of the
Government of India;
(b) Direct Recruits;
(c) Deputationists drawn from Central/State Government,
As on 31st March, 1971 “Transferees” constitute about 57 per cent,

direct recruits, 24 per cent and Deputationists, 19 per cent of the
total strength in the Corporation.
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12.9. The extra expenditure on employees transferred to the Cor-
poration on ‘foreign service’ terms is normally represented by the
amount of leave salary and pension contributions paid in respect of
them. The year-wise amount of these contributions was as follows: -—

Year Amount of leave of
salary and pension
contribution
‘(Rupees)
1965-66 . . . . . . . 8,32,397
1966-67 . 20,305,461
1967-68 . 41,550,808
1068-69 . . 55,55-039
1960-70 . 96550998
1970-71 . 1,03,83,414
Total : 3:26)03:1‘7

12.10. The Corporation are of the view that expenditure on these
contributions cannot be treated as an additional liability. If the
persons concerned had been the employees of the Corporation, leave
salary and employers' contribution towards centributory provident
fund would have been paid by the Corporation. In the case of de-
putationists, after payment of the leave salary and pension contribu-
tions to the parent department, the liability is discharged by the
Department when the occasion arises.

12.11. The following amounts were paid-.to the deputationists as
'deputation allowance’:—

Year Amount (Rs.)

1965-66 . . . . . 1,23,339
1966-67 . 1,74,700
1967-68 . B . o 2,0Q.716
1968-69 . 5,245,086
1969-70 . 6,25,266
1070-71 . 6:42,544

Total : . 23,89,651

Note:—Figures for all the years are not inclusive of the amounts paid in Assam.
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12.12.It has been stated by the Corporation that the efforts made
by them to evolve a long term personnel policy had not been very
successful so far owing to the fact that the bulk of their employees
were taken over on ‘foreign service’ in respect of whom the pract-
ices followed in Government had to be continued. The flexibility
normally enjoyed by an employer, with a homogenous body of
men, wa; thus denied to the Corporation. Some of the problems,
is apprehended, would persist even after the permanent trans-
fer of Food Department employees to the Corporation took place
as the statutory safeguards provided in the Amendment Act may faci-
litate their continued existence as a distinct group wvis-a-vis other
directly recruited Corporation employees. The re-orientation of this
diverse body of employees drawn from different sources, posed
a complex problem. The Corporation are of the view that it was only
when complete integration takes place in the cadres of the Corpora-
tion, that the task of welding them as one whole will become easy.

12.13. The Corporation have intimated that the ‘Staff Regula-
tions' framed for the purpose of integration of cadres have since
been finalised and notified in the Gazette of India on 8th May, 1971.
The employees proposed to be finally transferred to the Food Corpo-
ration of India under Section 12(A) of the Food Corporations Act
have been a'ked.by the Government of India, under Sub-section (i)
of the said Section, to indicate by 29-2-72 if any of them do not intend
to become employees of the Corporation. Necessary notification re-
garding their statutory transfer to the Corporation will, it has been
stated be issued by the Government after these intentions are known,

C. Departmentalised Labour at the Ports and Depots

12.14. With the heavy increase in the quantum of imports s'nce
1964, the problem of grain handling at the ports, assumed a serious
proporation on account of heavy congestion at most of the major
ports. At Bombay, following the failure of the then clearance and
transport contractors in early 1964, a decision was taken, after nego-
tiations with the labour unions to carry out clearance operations
departmentally from 1-8-1964. Since then the labour was depart-
mentalised at the other ports also. The total strength of the depart-
mentali-ed dock workers at the four major ports as follows: —

Port Total strengh of
departmentalised
dock workers



1 ) 2
Kandla . . . .« . o 2,124
Vizag . . ‘ 529
Calcutta . 213

Total 10,590

12.15. The total strength of the labour departmentalised at Bom-
bay, Madras, Vizag and Calcutta Depots is indicated below:—

Name of Port Total strength
Bombay . 1653
Madras (Egmore) 90
Vizag 401
Manmad 425
Calcutta . 1801

Total : 4,370

12.16. It has been stated by the Corporation that on account of
reduction in imports of foodgrains and also fertlizers, the problems
of prospective surplus of departmental labour is looming large. Ask-
ed whether port workers at various ports were taken over by the
Corporation on an ad-hoc, specified or on a permanent basis, the
Corporation have stated that port operation work was taken over by
the Corporation on ‘as is where is’ basis, without execution of fresh
Memoranda of Settlement by the Corporation at that time. The
port workers unions subsequently raised certain demands and agree-
ments were reached by the Corporation with them covering their de-
mands for enhanced benefits with respect to attendance allowance,
minimum guaranteed days/shifts, leave, paid holidays, maternity
leave, gratuity medical benefits, etc. etc. As there had been no
change in the general pattern of work subsequently to the transfer
of work to the Corporation, this constituted practically a regular
arrangement, and not one of an ad-hoc nature or confined to a speci-

fied period.
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12.17. In July, 1969, the Corporation introduced a ‘voluntary re-
tirement scheme’ to tackle the problem of surplus departmentalised
labour at the ports. The Scheme carried the following provi-

sions: —

(i) introduction of voluntary retirement scheme to enable the
surplus workers to retire voluntarily even if they have
not completed 5 years of continuous service, which entit-
led them to the benefit of Contributory Provident Fund
and Gratuity.

(ii) Transfer of surplus departmental workers at the ports to
the godowns to the extent possible.

12.18. As the Scheme achieved only partial success, Committee
was constituted by the Corporation in July, 1970 to examine the pro-
blem further. The Committee prepare a suitable scheme for the
voluntary retirement and made suggestions for absorption of sur-
plus workers within the organisation or outside. It also prepared
an ‘alternative employment scheme’ for providing fresh employ-
ment to the surplus labour after they retire voluntarily on pay-
ment of ex-gratia amount equivalent. to retrenchment compensa-
tion admissible under the Inductrial Disputes Act, besides payment
of full terminal benefits such as gratuity, contributory provident
fund and leave salary. It has been stated that as a result of these
measures extent of surplus departmental labours has been consider-
ably reduced as would be apparent from the following figures:—

A. Surplus assessed in
(i) Regular . . o 1800

(i1) Non-regular 1189
Total 29—89

B No. of Surplug labour shed till December 71 ;o;
C. Balancesurplus . . . . . . . 1984

12.19. The following are some other steps being taken to tackle
the problem of surplus departmental labour:—

(i) To transfer the workers from the port to the local god-
owns as far as possible where activities are likely to
contiune, even if the imports stop altogther.

(ii) The Dock Labour Board/Port Trust are being persuaded
to take over the surplus labour where ever possible, avoid-
ing fresh recruitment. The respose from Vizag Dock
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Labour Board considering absorption of the permanent
gangs is hopeful. Madras and Kandla Port Trust/Dock
Labours Board apprehend the problem of surplus lab-
our. Bombay Dock Labour Board may consider taking
over a couple of hundred people.

(iii) The condition of 5 years’ minimum qualifying service for
being eligible to get the benefit of Gratuity, Provident Fund
contribution etc. has been waived with the concurrence
of the Department of Food, in order to induce the depart-
mental workers to seek voluntary retirement.

(iv) Details are also being worked out for a voluntary retire-
ment scheme, offering attractive terms to induce the
labour to seek voluntary retirement.

12.20. The Committeec find that, as on 31st March, 1971, while the
turnever of the Corporation has increased five times its staff strength
has incrcased 12 times. The Committee are not able to appreciate
the passive and somewhat complacent attitnde sdopted by the Cor-
poration in the matter of taking over a large number of staff on the
ples that they were doing the work before the Corporation was
formed and took over those functions. The Committee feel that it
should not have teken the Corporation long to work out some realis-
tic norm and critically examine on each occasion to see whether it
was at all necessary to add the entire staff while taking over some
functions. It was obviously incumbent on the Corporation to ensure
on each such occasion that the number teken over was absolutely
the minimum and essential for the discharge of responsibilities. The
Committee feel that had this critical and analytical approach heen
applied from the very inception, the Corfporation would not have
found itself burdened with the problem of an excessively large
number of staff.

12.21. The Committee note that recently the Corporation have
had two studies made of the operational norms and man-power by
IBCON(P) Ltd. and the Institute of Management, Ahmedabad. Now
that the role and responsibilitie; of the Corporation are well defin-
ed and they have the benefit of the studies made kv two expert
bodies and extensive experience in the field it should be possible for
the Corporation to evolve, without further delay, realistic norms for
manning of the different operations. In evolving these norms, the



165

Corporation would ne doubt kecp in mind the imperative need for
reducing the unconscionably high handling charges which are at
present being charged by them.

The Committee note that as on 31-3-71 the staff strength of the
Corporation is made up of direct recruits (24 per cent.) deputationists
19 per cent) and transferees (57 per cent). There should be no diffi-
culty in placing back the services of deputationists who are surplus
to the requirements at the disposal of the respective parent depart-
ments. No additionai recruitment should be made unless it is abso-
lutely inescapable and certified as such by the Managing Director in
consultation with the Finance Adviser.

The Committee also find that the Corporation have taken over as
many sas 5,000 employees of West Bengal Government when (he dis-
tribution of foodgrains was taken over at the instance of West Ben-
gal Government. The Committee feel that the Food Ceorporation
should not be saddled with the duties and responsibilities of irternal
distribution which should appropriately be discharged by State
auhorities who had detailed knowledge and experience of local
requirements. There should be no question of such State em-
ployees being taken over by the Corporation and swelling further the
Staff strength.

1222, The Committee would alse like to draw attention to the
problem of dock labour engaged specially for handling of foodgrains.
A study made in 1970 had revealed that as many as 2 989 dock lahour
were surplus to requirements. The Committee note that as a result
of introduction of various measures such as Voluntary Retirement
Scheme and alternative employment scheme, the Corporation were
able to shed 1005 dock labour leaving still 1984 of dock labour as
surplus., As our country has already attained self-sufficiency in
foodgrains and we have adequate buffer stock of 7 million tonnes of
foodgrains, the import of foodgrains is bound to cease. The Com-
mittee recommend that keeping in view these factors, the Corpora-
tion should undertake continues study to determine the extent of
surplus departmental dock lahour engaged in handling of foodgraius
mnd draw up a time bound programme in consultation with Port
Trusts, Dock Labour Boards, Ministries of Transport & Labour for
finding alternative employment for them.

D. Overtime Allowance

12.23. The following amounts of overtime allowance were paid to
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the staff of the Corporation each year since its inception:

Year Total amount of over.
time allowance paid

s e - — e e

(Rupees)
1965-66 . . 95942
1966-67 . . . "35:971
1967-68 . . . . 2,432,822
1968-6a . . . 11,96,084
1969-70 . . . . 31,715,322
1970-71 . . . . . 56,57,650

.

12.24. The Ministry.of Agriculture (Department of Food) have
intimated that the steep increase in the overtime allowance paid
from 1969-70 onwards as compared to the earlier years was mainly
attributable to the fact that the clearance operations at all the ports
in the country alongwith the staff working at those ports had been
transferred to the Corporation by the Government of India. (from
16th December, 1968 in all the ports. other than western ports-and
from 1st March, 1969 in western ports also). The increase in over-
time allowance, it has been stated, was alsa attributable to the enor-
mous increase in procurement, movement and storage operations
undertaken by the Corporation from 1969-70 onwards as compared
to earlier years.

12.25. Asked as to how it was that the Corporation paid overtime
allowance to their staff at the rates applicable to their staff at the
rates applicable to Central Government employees when their staff
had their own scales of pay, the Corporation have stated that the
overtime allowance is related to the actual emoluments of an em-
ployee and not to his scale of pay.

12.26. The Committee enquired that if the steep increase in over-
time allowance since 1969-70 had been due to transfer of port opera-
tions work to the Corporation from 16th December, 1968 what over-
time allowance was paid at the clearance ports earlier and what the
quantity of foodgrains handled then. In reply, the Corportion inti-
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mated that the following amounts of overtime allowance was paid
at the clearance ports during the years 1967-68 and 1968-69:—

1967-68 1968-69

OTA Paid (Rs.) Qtyoffood- OTA Paid* Qty of food grains
’ (Rs.) andled (In

grains handled
(in M.T.)
GALCUTTA . 1,70:490 16,522,621 ; 2,31,843 908,915
upto
(15-12-68)
WESTERN ZONE 4569:440 38,93,000 75015379 22,605,000
SOUTHERN ZONE Figure not 14579:545 23,038 6573:595
readily available (up to

15-2-68)

12.27. Asked whether incentive wages are being paid for clearance
operations the Corporation have intimated that incentive wages
ara being paid for clearance operations on the basis of Schedules
1 & II of the Memorandum of Settlement dated 30th October, 1964
at Bombay Port and of the letter dated 29th September, 1967 of the
Department of Food and the Venkatachallam Award dated 24th
July, 1971 at Vizag Port. These rates represent the total rates con-
stituting the normal rates plus the element of incentive. The incen-
tive wages scheme is in vogue at two ports viz.,, Bombay and Vizag.
The following amounts were paid at these ports as an incentive:—

Year Incentive Amount
(Rs. in lakhs)

BOMBAY

1969-70 - . . . 079
1970-71 . . 271
VIZAG

1969-70 . . 0°72
1970-71 . 1°03

*The amount of cvertime allowance paid covers not only the work relatirgto herdlisg
of foodgrains but also other work like handling of fertilizer and gift consigr wents at tle
Cl!lranc¢ ports.
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12.28. Normally when the staff strength of an undertaking in-
creases, expenditure on overtime allowance is expected to come
down. The Committee, however, observe that in the case of
the Food Corporation of India, despite increase in its staff strength,
expenditure on overtime allowance to staff showed an upward
trend. Expenditure on Overtime Allowance has increased from
about Rs. 10 lakhs in 1965-66 to Rs. 56 lakhs (approximate) in 1970-71
Keeping in view the fact that the Corporation have more than ade-
gquate number of personnel on their rolls, the Committee suggest
that the deployment of manpower and rosters of duty should be so
arranged as to bring down the incidence of overtime.

E. Labour-Management Relations

12.29. The ‘transferees’ continue to be members of the same
service Associations as existed while they were employed in the
Food Department of the Government of India. The All India Cen-
tral Government Food Employees’ Association is the all-India or-
ganisation representing non-gazetted employees. The present status
of the Food Department transferees in the Corporation is that of
deputationists on foreign service terms without entitlement of depu-
tation allowance. .The direct recruits of the Corporation have also
formed themselves into a Union known as Food Corporation of India
Employees’ Union representing categories III and IV employees.
The Union was registered in Madras in May, 1967 under the Indian
Trade Union Act. This Union has also got regional branches.

12.30. The Association of Food Department transferees and the
Union of direct recruits have been representing for recognition of
thier Unions by the Corporation. They have not been accorded re-
cognition so far because the Corporation are of the view that until
the Food transferees are finally absorbed in the Corporation, the
status of he Association would be fluid and the question of its re-
cognition premature. The number of direct employees of the Cor-
poration is very small and the Corporation thinks fhat to give re-
cognition to their union at this stage will give rise to multiplicity
of Unions after the Food Department ‘transferees’ are finally
absorbed in the Corporation. It is only when one cadre of Cor-
poration’s own employees including transferees and direct recruits
emerges that the time will come to give recognition to the most re-
presentative Union to ensure harmonious staff relationship.

12.31. At present, the Association|Union have been given a de
facto status for purposes of negotiating staff relations etc. Although
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formal recognition has not been extended to the staff Association
and the Union, it has been stated that the Corporation do not deny
to them access to different levels of management in the Districts,
Regions and the Head-quarters. It has been stated by the Corpora-
tion that “Regular periodical and ad hoc meetings are being held
with them at various levels and efforts are constantly being made
constructively to the problems brought out by them. The Corpora-
tion have stated that this approach has been on the whole working
well. T '

0}

12.32. The Committee recommend that genuine grievances of the
employees of the Corporation should be attended to with sympathy
by the management of the Corporation.
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PLANNING AND RESEARCH

Planning and Research Dixision of the Food Corporation of India
is responsible for formulating and recommending to the Management,
policies and programmes pertaining to purchase sale, behaviour of
market prices, development schemes, assessment and evaluation of
their progress and identifying new activities for diversification.
The .Division undertakes market surveys relating to appraisal of
crop out-look and prospects, market arrivals, stocks with trade - and
market sentiments. It also prepares complete project reports.
feasibility reports for location of plantsirice mills, planned move-
ment of foodgrains to derive maximum advantage at minimum cost
and other operational research studies and long range planning in
regard to operations. It keeps the Management informed of All-
India position of foodgrains, progre's of regulatory measures of selec-
tive credit control and advises measures to be adopted in case of
regulation of forward trading, credit squeeze, restrictions on inter-
state movements. exports etc.

13.2. It has been stated by the Corporation that due to limited staff
in the Division till now, the scope of market intelligence had been
largely limited to the collection of prices, analysis and preparation
of perodical reports, ete. However, since the Corporation has been
increasingly involved both in procurement and distribution opera-
tions all over the country, the need to enlarge the coverage of
functions of the Planning and Research Division of the Corporation
so as to keep the management better informed about the crop pros-
pects, market arrivals during the post harvest period in the produc-
ing areas and later in the terminal markets, prices in the producing
and consuming areas, general market sentiments etc. was felt and
the following additional functions had been entrusted to the Division:

(i) Arsessment of Kharif Crop prospects during August of
every year covering the major States.

(ii) Similar assessment of rabi crop prospects in major rabi
States.

(iii) Study of actual operations in the peak marketing season
of both kharif and rabi reasons in December|January,

170
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May/June respectively. In these studies actual procure-
ment market systems movement pattern, storage, payment
etc. will be ete.

(iv) Special surveys of purchases and sales in respect of com-
mercial commodities like gram, mustard, seeds, ground-
nut pods, oil ete.

13.3. The Corporation contemplate strengthening of the Planning
& Research Division by the addition of a Senior Deputy Manager,
two Assistant Managers etc. for dealing exclusively with the market
intelligence work. In addition to this, there would soon be a Deputy
Manager (Operations Rezearch) with the Division who would be in
a position to apply Operations Research technique to transport
planning, storage utilisation, optimum product mix, rotation of stocks
and other related studies.

13.4. During 1971-72 the Planning and Research Division has com-
pleted (i) a location study for a Soya Bean plant, (ii) sales strategy
for Ujjain plant, Maize Mill and Rice Bran solvent extraction plant,
(iii) Inventory Control study of Chemicals (iv) Rotation problem
of Buffer stocks, (v) study of implications of abolition of single-
State Rice zone, (vi) examination for diversification of purchase and
seales programme in strategic sectors, (vii) study of price behaviour
of Rice in W. Bengal and (vii) velocity of stocks in storage godowns.
Their programme for 1971-72, includes exploration of export potential
for selected agricultural produce and processed food and preparation
of Project-Report on Cattle and Poultry feed.

13.5. The Committee note that the Food Corporation of India
have a Planning and Research Division which has been expanded re-
cently. The Committee feel that the work could have been handled
by a cell instead of a Division, as the main purpose of planning and
research is to help the management in devising tools for exercising
vigilant, contemporaneous and effective control of field operations.
The expenditure on this cell should be kept under close scrutiny and
should be commensurate with the services it is able to render to the
management. The Committee need hardly stress that the approach
of the cell should be problem-oriented. The Committee would com-
mend that the following problems, amongst others, may be taken
up by Research and Planning Cell for urgent study:

(i) Devising ways and means for purchasing either directly or
through genuine cooperatives from the producer so that
he gets the maximum benefit of floor price;
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(ii) planning movement of foodgrains so as to obviate “damage
by wet”;

(iii) Location of storage capacity, keeping in view the size of
Buffer Stock to be built and the need to remove regional im-
balances and transport bottlenecks;

(iv) Analysis of “incidentals” incurred by the Corporation with
a view to reduce them to the minimum, and

(v) Perspective plan so that the Corporation may meodify|ratio-
nalise its structure and modes of operation in keeping with

changing requirements.
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CONCLUSION

The Food Corporation of India was set up on the 1st J anuary,' 65
with the object of: —

(i) ensuring that thé primary producer obtains the minimum
price that may be announced by Government from txme
to time;

(ii) protecting the consumer from the vagaries of speculative
trade;

{iii) securing for itself a strategic and commanding position m
the foodgralns trade of the country.

'14.2. The Corporation have been able to fulfil thése objectives 1o a
very large extent. During Rabi season 1970-71, apart from taking
over 2.18 million tonnes of wheat procured by State Governments
of their cooperative Marketing Federations, the Corporation pur-
chased one million tonne: of wheat, 90,000 tonnes of rabi ' coarse
grains and over 5,000 tonnes of mustard seeds. During the kharif
season of 1970-71 the Corporation purchased over 1.35 million tonnes
of rice procured by State Government or their agencies. The Corpo-
ration sold a total quantity of 5.1 million tonnes of wheat and 2.4
million tonnes of rice during 1970-71 through the public distribution
system. It handled transportation of over 9 million tonnes of food-
grains. It has successfully implemented Crash Programme and added
8 lakh tonnes of storage capacity at a cost of R~ 16 érores during
1970-71 raising the total storage capacity to 6.4 million tonnes as on
31st March, 1972. The Corporation have also launched a project of
setting up 24 modern rice mills in the ¢ountry. _

14.3. The Committee have found that FCI's direct procurement of
Foodgrains from farmers had ranged between 0.1 to 3.4 per cent of
the total procurement during the last three years. The Commitjee
have alse found that the current involvement of cooperatives is only
25 per cent of total procurement. The Committee have expressed
the feeling that if the Cooperative movement is to make any signi-
ficant advance in the area of procurement of foodgrains, its involve-
ment should be stepped up-from yvear to year on a programme basis.

173



174

Where the cooperatives are not functioning, direct purchase centres
may be got opened in consultation with State Governments so as
to procure the foodgrains directly from the producers without the
intervention of “Addhartias” and other middlemen.

14.4. The utilisation of godowns on gross capacity has improved
from 52 per cent in 1965-66 to 77 per cent in 1971-72 (April-June).
On urable capacity the utilisation was 58 per cent in 1965-66 but in
1971-72 (April-June) it was gone up to 86 per cent. Though some im-
provement in the utilisation of godowns over the years is thus dis-
cernable, the Committee cannot regard the present level of utilisation
as the optimum one. The Committee have therefore, recommended
that concrete measures aimed at optimum utilisation of storage
capacity zhould be evolved and given effect to.

14.5. During 1966-67 to 1970-71 the Food Corporation of India suf-
fered a total storage loss of Rs. 21.96 crores. Although viewed
against the total turnover, these storage losses are not large but in
themselves they are substantial and they call for urgent and effective
steps to minimise such losses. The Committee have recommended
that norms for storage lo ses should be fixed suitably which should
be the lowest leaving no scope for unscrupulous elements to take
advantage of high norms and remove the foodgrains. Every case of
storage loss which is in exce's of the norm should be promptly and
thoroughly investigated with a view to finding out the exact reasons
for the loss and taking remedial measures. There is also a clear need
to intensify vigilance and surprise checks at the various loading, un-
loading and weighment points.

14.6. Losses of foodgrain: in transit had been rising steadily from
Rs. 95 lakhs in 1965-66 to 780 lakhs in 1970-71. In relation to the
quantity moved the percentage of transit loss has increased from
1.13 per cent in 1965-66 to 1.58 in 1966-67 and 1.76 in 1967-68 until
1968-69 when such losses reached an all time high at 3.26 per cent.
The Committee also note that subsequently, the Corporation had
been able to arrest the rising trend of transit losses in close coordi-
nation with Railways. 1969-70 transit losses were brought down to
14 per cent and it is estimated that these losses may be only 1.23
per cent during 1970-71. The Committee have welcomed the efforts
made by the Food Corporation of India and the Railways to bring
down these losses under control but feel that vigorous efforts are
called for the further minimise the transit losses. With this end in
view, the Committee have recommended adoption of certain measures
such as use of standardise bags, adoption of uniform scales for weigh-
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ment, avoidance of open wagons for transport of foodgrains intensi-
fication of enrouts checks and augmentation of security arrange-
ments etc.

14.7. One of the main grievances voiced before the Committee by
a Federation of the Roller Flour Millers was that millers had to buy
all their requirements of wheat from the Food Corporation of India
and that even when open market prices of wheat were less than the
Corporation’s prices they could not take advantage of the reduced
open market prices. During evidence the official representative of
the Ministry of Agriculture (Department of Food) informed the Com-
mittee that the ban on the Roller Flour Millers to purchase their
requirements from open market had since been lifted and now if a
Miller did not want supplies from Government, he was free to pur-
chase 100 per cent of the required grain from the open market but if
a Miller still wanted supply from Government he can buy only upto
30 per cent from the open market. While the Committee hope that
this relaxation will remove the main grievance of the Roller Flour
Millers, the Committee wish to invite attention of Government to
the need to ensure that whatever quantities of wheat are sold by
the Corporation to the Roller Flour Millers at a fixed price are in
fact milled into Atta and are not surreptitiously sold in the market
in order to earn profits without rendering any service to the con-
sumers of Atta.

14.8. The Committee have stressed the need for further strength-
ening of the public distribution sy:tem and in particular mentioned
the need for making foodgrains available at reasonable prices to
those living in rurl or inaccessible areas.

14.9. Though the project to set up 24 modern rice mills in the
county was approved in 1967, but so far only 16 out of these 24 mills
have been commissioned. The Committee have expressed the feeling
that an important project like the Rice Mills should have been given
high priority in allocation of steel, fabrication of parts and acquisi-
tion of land to facilitate the commissioning of the Mills wthout
delay.

14.10. Since July, 1967, the Food Corporation of India had produc-
ed 62,030 tonnes of ‘Balahar’ and fortified 42,012 tonnes of Mill Atta
since 1970. 'The Committee are convinced that at this rate it will not
be possible to touch even the fringe of the problem of malnutrition
and under-nutrition in the country. The Committee are glad to
note that Government are considering proposals to expand these pro-
grammes so as to embrace the entire country and also launch other
programmes. The Committee have expressed the hope that keeping
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in view the urgency of gombating protein deficiency in the daily diet
of the people particularly in the weaker sections of society, decisions
on these proposals would be arrived at soon and the approved pro-
grammes would be implemented with speed and vigour as to bring
these fortified foods within the reach of weaker sections of society.

14.11. The Food Corporation of India having been primarily consti-
tuted in the.interest of the producer and the.consumer it should be
its ceaseless endeavour to serve both these intere:ts (i) by procuring
foodgrains directly from the producer and .obviating the .interven-
tion of middlemen, (ii) by giving wide publicity to the grades of
foodgrains and the prices being currently, paid by Food Corporation
amongst thee farmers so that they are encouraged to sell their foad-,
grains directly to the Carporation rather than to ‘Arahityas’ and other
middlemen, (iii) by ensuring quick and prompt payment ‘on the
spot’ to the farmers for .their foodgrains so as to. win and sustain
their confidence, and (iv) by accelerating procurement of foodgrams
through Gooperatives.

" 14.12. The Comm1ttee note that the Food Corporation have already
drawn as much as Rs. 67. 98 crores as subsidy from Government up to
May, 1971

The Committee . feel that the Food Corporatwn should spare no
eﬁorts to cut these overhead charges and operational losses so as to
reduce the need and quantum of cubsidy which is being paid to the
Corporation' to cover the difference between the ecohomic cost of
t'oodgrams and their sale price.

14 13. The Commlttee have found that the outstandings of the
Food Corporation of India have gone up from Rs. 33.60 crores as
on 30-11-70 to Rs. 67.19 ciores as on 31-10-1971. Of the total amount
of Rs. 67:19 crores, the outstandings from State Governments alone
are Rs. 49.42 crores. "Some of the oldest items outstanding from State
Governments date as far back as 1966-67. The Committee feel that
Government should persuade the State Governments concerned to
clear the outstandings expeditiously, so that the - quporatlon can
have larger liquid resources and will not be forced to lead too
heavily on loans on which they have to pay a high rate of interest.

14.14. As onh 31st March, 1971, while the turnover of the Corpora-
tion has increased five times its staff strength has increased 12 times.
The Committee have not’ been able to appreciate the passive and
somewhat complacent attitude adopted by the Curporation in the
matter of taking over a large number of staff on the plea that they
were doing the work before the Corporation wrs formed and took
over ‘these functions. The Corporation should have worked out
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some realistic norm and critically examined on each occasion to see
whether it was at all necessary to add the entire staff while taking
over some functions. Had this critical and analytical pproach been
applied from the every inception, the Corporation would not have
found itself burdened with the problem of an excessively large
number of staff. The Committee recommend that services of depu-’
tationists who are surplus to the requirements may be placed back
at the disposal of the respective parent departments. '

14.15. The Committee feel that with the increase in its staff
strength, it should have been possible for the Corporation to reduce
expenditure on over-time allowance. Expenditure on Over-time allow-
ance has increased from about Rs. 10 lakhs in 1965-66 to Rs. 34 lakhs
in 1970-71. The Committee have suggested that deployment of man-
power and duty rosters should be so arranged so as. tq bring.down
the incideace of Over-time allowance. . e

14.16. The Committee have viewed with concern the fact that there
had been :teep rise in the incidental expenses of the Food Corpora-
tion of India. In the case of wheat, handling charges are Rs. 9.15
per quintzl and constitute 12 per cent of the procurement price of
Rs. 76 per quintal of wheat. = When ‘procurement incidentals’ of
Rs, 10.26 per quintal are added to the Corporation’s incidentals of
Rs. 9.15 per quintal, handling charges amount to Rs. 19.41" per, quintal
and constitute about 25 per cent of the procurement price of wheat.
As the turnover of the Corporation had increased manifold and it is
now admittedly one of the biggest trading Torporation in the world
dealing as it does, with 10 million tonnes of foodgrains and sales to
the tune of Rs. 800/- crores; the Committee feel that the Corporation
should desire full benefit of economy -of scale. and reduce ats ingi-
dentals to a reasonable level.

a
-

M. B. RANA,
New DELHI; : . Chazrman,
April 12, 1972 COmvmttee on Pubhc Undertakings.

Chaitra 23,-1894 (S)



APPENDIX 1
(vide para 2°16)

Statement Showing the Powers Delegated 1a Zonal Managers in the Food Corporation of India

S1.  Nature of powers delegated Extent to which powers are Remarks
No. delegated
I 2 2 4
SECTION-1I
1 Controlling muthority for travel- (i) Cat. III in Zonal Office
ling and other allowances except D.F.A.

(ii) Tours of all officers beyond

the Zone.

(dit) Air travel of officers drawing
pay below (Rs.7000/- All over
India)

(iv) May authorise officers to
travel by hifhcr class than to
which entitled,

2 Authority Competent to create  %(i) Category-III & IV upto one *In Con-
posts. year. sultation
agii) Posts of Asst. Mgr.upto 3 with FA /
moaths, subject to areport  DFA
being sent to the R.O. imme-
diately will full justification
for sanctioning  extension
beyond 3 months if considered
necessary,

3 Autherity competent to appoint Cat II
Persons to posts.

4 Authority competent to promote Do. -
employees.

s Disciplinary authority for the em-
ployees in respectof :

(i) Minor penalties Cat. II in the Zonal Office.
(i} Major penslties Cat, II in the Zone,

6 Appellate authority for the employ-
ecs in regpect of :

i) Minor penalties All Csat. II except in Zomal
D Minor peo Office Cat. III & 1V (of the
Zonal Office).
(ii) Major penalties Cat. III (entire Zone) Cat. IV
Zonal Office.
178 + e e 4
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7

Authority competent to transfer
employees,

8 Authority competent to grant

earned leave.

Employees of and below the
Z:Ik of S.D.M. within the
ne.

R.Ms and other under his con.
trol where no relief is required
except D.F.A.

9 Appointment of staff paid from Full powers' subject to Budget

contingencies and limits upto
which they could be paid.

provision.

SECTION-11

Local purchase of stationery and
other articles needed for an office.

2 Contingent Expenditure :

(@) recurring . . .
(b) non-recurring . .

(c) Fxpenditure on entertainment
(light refreshment on informal
meeting or conference) within
the office).

(d) Entertainment charges, light
refreshments etc. outside office
premises.

Grant of advances for the follow-

ing :—
(a) From Provident Funds
(b) Advance of pay
(c) Advance of T.A.
(d) Festival advance
(e) Conveyance Advances

(a) Purchase of furniture

(b) Hiring of office furniture in-
cluding electric fans.

(<) Purchase of type-writers, dup-
licating machines, franking ma-
chines and other office require-
ments.

(d) Purchase of Electric fans needed

for office.

Full powers,

Full powers.
Full powers,

Full powers,

Full powers,

Zonal Manager/D.FA. will
function as controlling officer
in respect of the Zona) Office
staff for grant of advances.
Conveyance advance to the
Zonal Office staff will be sanc-
tioned by the  Secretary,
treating the Zonal Office as
part of the Head Office.

Full powers.

Full powers.

Full powers.

Rs. 2,000 per year,
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5 Payment for -maintenances, up- Full powers.
keep and repairs of motor cars.

6 Telephnne rents for exnsung con- Full powers.
nections. -

Installation of new telephones,  Full powers,

(a) Repairs to or erection/removal  Full powers,
of machinery

(b) Purchase and repair of fire  Full powers as per scale,

fighting equipment.

9 (a) Purchase of priced official
publications such as books, maps
neéwspapers etc,

(i) recurring and (i) non-recurring Full powers,

(b) Purchase of general publications Rs. 2,500
for the recreation ot‘ the staff,

10 Purchase of cycles, repairs to Full powers.
cycles etc,

11 (2) Hiring of typewriters and' re- Full powers,
pairs to typewriters,
(b) Purchase of comptrometers and Full powers,
repairs to them.

12 Sanction of expenditure for des-  Full powers,
patch/receiptof stationery stores
etc, from one place to another.

13 Incidental expenditure -— Full powers,
Municipal rates & tnxes.

14 Maintenance and repmrs to build-
ings and installations :

(a) Major repairs .. . ‘Full powers

provision.
b) Uréent and mipor repairs Do.
(c) Special repairs including sani- Do,

tary fitting, water supply, elec-
tric installations etc.

15 (a) Hiring of office accommodation Full powers,
and execution of lease agree-
ments,

(b) Hiring Storage accommodation, Full powers,

16 DPostal, telegraph and telephone Full powers,
charges, .

subject to budget
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Purchase of liveries, baigss and
osher articles of clothing and
sanctioning washing allowances,

17

18 Funds required for foundation lay-
ing ceremonies, opening of pub-
lic buildings and similar func-
tions,

Full powers as per scale laid down,’

Full powers,

SECTION III

1 Powers to write off losses of food-
grains, ~ - o

(a) In transit by rail, Operation &
‘Transit Losses (vide order No,

K-3/68/Genl (1) dated 15-11-68)

(b) In transit by‘mad,
(¢) In storage,

2 Payment of wagon and shed de-
murrage charges,

3
tally on daily wages under emer-
gent cases, .

4 Write off of losses of dunnage in
storage.

s Servicing of weigh-bridge and
weighing machines. -

6 Powsrs to write off of deficiencies
and depreciation in the value o
stores other than foodgrains
included in the stock and other
accounts,

7 Powers to write off loss of gunai€s,

8 Powers to dispose of dead stock

articles and write off of losses
connected therewith,

9. General write off of losses :
(a) irrecoverable losses of stores,

(b) Losses of revenue or irreco-
verable loans and advances or
other money due,

10 Disposal of unserviceable, surplus
and obsolete stores,

11 Disposal of sub-standard, dama-

ged or deteriorated foodgrains.

1% of the value of the grain.

Do,
Do,
Full powers subject to responsi-

bility being fixed as laid down
in the manual. ’

Powers to engage labour departmen- Full powers subject to justifica-

tion,

Full powers.
Full powers,

Full powers,

Full powers,
Full .powers,

Full powers.

Rs.5000 in €ach case or subject
to a maximum Rs,25000 in a
year, '

Full powers,

Full powers,



12 Local purchase of

(a) Guanies . . . . Full powers,
(b) Jute twine . . . . Full powers,
(c) Dunnage . . . . Do.

(d) Locks and electric bulbs . Full powers,

(e) others. . . . . Full powers,

SECTION IV—PORT OPERATIONS

I. Payment of freight charges

(a) Rajlway Frieght

.o

(b) Steamer Frieght Full powers

2. Payment of ship’s demurrage . Full powers.

3. Write off of losses arising out of discharging and
clearnace operations

(é)Ll.éoss of foodgrains in tranist including LOB; Full powers.

.

(b) Loss of damaged foodgrains . Full powers.

(c) Loss of dunnage . . . . Full powers.

@ li%:’ of gunnies ‘Jute twine including LOB- Full powers.

4. Disgosal of obsolete/surplus/unserviceable stores
and deadstock atticles.

Other than gunnies . Full powers.

S. Disposal of substandard Full powers,

6. Generalwrite off of losses. (This will coverlosses
other than those directly connected with discharge/
clearance mentioned in item § above)

(a) Irrecoverablelosses of storesincluding gunnies Full powers per year.

and jute twine/foodgrains, public money due
to theft, fraud or negligence:

@L.NB. :

L-OP.:

LOST OVER BOARD : (i) the rates secured are not lower than the rates
announced by the Government of India from time to time for the disposal
of old serviceable gunnies; (where the most favourable rates secured are
lower than the Government of India rates, the Regional Managers,Joint

Manager (Port Operations)! Deputy Zonal Managers should consult the Zonal
Manager).

LOST OVER PIER : (ii) In cases where the State Government approach

the Regional Managers/Joint Manager (Port Operations) ; Deputy Zonal
Managers may effect direct sale if the rate payable bythe State Governments
is fixed as the average of the rates secured during these auctions/tenders
immediately proceeding the sale or the Government of India rates for ser-
viceable gunnies whichever is higher.
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1 2 3 4

(b) Irrecoverable losses of stores including
gunnies and jutetwine/foodgrains, public Full powers,
money otherwise than due to theft, fraud or

negligence.
(c) Losses of revenue or irrecoverable Joans and UptoRs. 10,000/- per
advances or other moneysdue. year.
7. Settlement of shipping claims valued upto: Rs. 25,000/-
8. PURCHASES
(a) Purchases ofgunnies and jutetwine . Full powers.
(b) Purchase of misceltaneous articles such as FRull powers.
metric weights, threads, needless discharging
equipments spare parts and accessories for
all kinds ofequipmentsincluding grain
vayors, vacuators etc. stores for silos,
dunnage for use in the parts, pellets for fork ifts,
{ ©) Purchase of weighting scales . Full powers.
(d) Purchase of sophisticated machineries & —_—
© equipmemsincluding grainvayors,vacuators,
camyeyot belts, fork lift crames. etc.
9. Powers to make departmental arrangements for Full powers in case of smesgency
stedoring, clearing, handling, loading, unload- for a period not exceedig 3
ing, transport and other operational work months.

at the ports!/depotsinsidethe port areas.

SECTION V—General Administration
~=Nil-—

SECTION VI

1. N=gotiated or single tender contracts(including Rs. s lakhs.
limited or open tender) which results in only
o1eeffective tender like handling, transport etc.

3. Authority competent to refund security deposits. $#May authorise in consultation
with the Deputy PFinancial
Adviser the refund of security
deposits to contractors who
are unable to submit ‘No
Demand Certificate’ owing to
non-settiement of their claims
against the Corporation,

3. Power to finalise schedules of contract retes for Fuil powers.
the Regions falling within the Zone.

SECTION—VI(A)
1. Transportation of foodgrains fertilisers ctc. by Open tenders Full power. (in
road.

cansultation with the Dy, Fin.
Adviser of the Zone).

e+ |, Copyof the order passedbythe C.O. for refund of security deposits in such case
should be endorsed by the Head Office. In respect of contract not within the jurisdiction
of ZMs proposals for the refund of security deposit without production of ‘No Demand
Certificate’ should be referred to the H.O.

34898 =13
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SI. ~  Nature of powers delegated Zonal Manager
No.
1 2 3

SECTION VII
Legal Matiers

1. Sanction of and defending law suits etc,and filing Rs. 10.000'-
and defending appeals where the subject matter
of the suit or appeal does not exceed.

2. Sanction for reference to arbitraticn in accor- Rs. 10,000
dance with arbitration Agreement between the
parties and defence of arbitration cases,

3. Settlement of cases out of Court or withdrawing Rs. 10,000/~
or dropping of appealsor making compromises,

4. Authority competent to sanction payment from Rs. 10,000'-
Corporation’s funds inaccordance with the
degree of a court of the award of an arbitrstor,

4A, Authority compctent to sanction defence of Rs. 10,000 in each case (in con-
claims under Workmen’s Compensation Act and sultation with the SDM ‘DM
to make payment of Compensation under the (Legal) also with DFA'AFA
Act as per orders of the Commissioner Appellate  attached to the : M’s ( ffice.)
Authority, :

s. Authority competent to sign and execute Vakalat Appropriate officer not below
and signand verify pleading and connected the rank or a Dis'rict Manager
papers after obtaining recessary prior

approval of the authority
competent to sancticn fillirg
defending suits’appeals crc,

6. Authority competent to appoint counsel ard to Do,
pay fees to him,

7. TFees to Central Govt./State Govt, pleaders in Rs. 1,000/~
accordance with the scales prescribed by the
Central 'State Govt. as the case may be.

.3, .Sanction for filing crimipal cases, including District Manager or any other
complaints to police, superior authority with tke
prior approval of the Managing

Director,

). Authority competent to sanction defence before Managing Director in censul-
a criminal court. Original or appallate of any tation with the F A,
Official of the FCI accused ofany offence alleged
to have been commited by him while acting or
purporting t0 act in the - discharge of official
duties,

Note :

1. Officers/anthorities empowered to act for the Corporation in respect of any judi-
cial proceeding in accordance with the delegations contained in this Section
shall be decmed to be the recognised agents by whom appearances, acts and appli=
cations under this Section may be made or done on behalf of the Corpor ion,

2. The Managing Director is empowered to give ex-post-facto sanction in suitable
cases concerning items I to 8 where prior sanction of the Managing. Directer
as required was rot obtained, This note shall be deemed to have come into
force on 1-4-65. ‘ ) ) ’
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3. 3 .
respect Of cach case or 4 batch of related br similar cases,

‘He amounts ‘shown i the above statemesit indicate the matimum dimits in

4. Inthis Secticn, Central Goverpment/Stat€ Goverpmert pleader shall be decmed to
include a standing Council or solicitor appointed to hangle Food Corporation of
India’s litigation legal work with the prior approval of the Managing Director,

s._In the Section, the expression ‘District Managers® shallbe deemed to incluce &
Deputy Manager. - an Assistant Manager and_any other officer discharging th®
functions of a *‘District Manager’’ similarly 2 Regicnal Manager shall be deemed

toinclude any officer discharging the functions of a “Regional Manager”.

Further clarifications issued pide Circular No, . 3/1'70-Legal dt. 11-5-70.

Item No.' 1,2,& 3 of Section VII : 'These powers relate to and cover only suits and

arbit ration matters where some money claims form the subject matter and not writs where
important questions of law/policy are generally involved, Therefere, all cases of writs
proposed to be filed by the Food Corporation of India or filed by others against the Food
Corporation of India- (irrespective of peeuniary limits) shauld be referred to the A¢minis-
trative Division c-ncerned in the Head Offide for Manag'ngDirecto’s sanction for filing
or defending the writs as.the case - may be,. Cy .

10,

SECTION—vVIII

Laboratory/ctorag: equipments/other miscel-+ Full powcrs.
laneous items costing upto Rs. "so/-.

Laboratory/Storage  equipmenis/other miscel- Full powers.
laneous items costirg Rs. s1/~toRs. 200/-.

Laboratory/storage equipments whose individual Full powers.
costis Rs. 200/- and above. - ]

Entering into contract for stitching of new  Full Powers.
fumigation covers of specifications approved
by Head Office.

Maintenance and repairs to Laboratory/Storage Full powcrs,

equipments and Gas proof covers.
Purchase of Laboratory chemicals . PFull Powers.
Purchaseof R :ctified spirit for Labaratories. . Full powers.

Emergency purchase of insecticides/Pumigants/ Full powers.
chemicals of appreved specifications etc.

Purchase of Technical Books/journals. . Pull powcer .

Pucchase and Repairs of Laboratory Purniture Full powaers.
including electrical water fittings etc. accordirg
to the approved scale.

N.B. :—Items1,2,3,and 10 : whileexercising thc pawers underthese itemsthe scales

laid down by Head Office will bestrictly adhered to.
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DELEGATION OF POWERS FOR OPERATION AND MAINTENANCE OF

6,

FOOD-GRAIN HANDLING EQUIPMENT AT PORTS AND DEPOTS
SECTION LX—PORTS & DEPOTS

Purchase without call of tenders of stores borne on DGS&D
Rate Contract (such as diescl oit etc,) but without gomg

through DGS&D) §,00,000

Purchase of proprietory stores direct from manufactures/

authorised distributors (¢.g. spare parts €tc.) £0,000

Purchase of stores other than those in items I and 2 above

against teader enquiry. 1,00,000

Com jemnation/scrapping and write-off of over-aged machi-

nery, plant or equipment. 10,000 (book ;'u-

O

deprccit-'
tion).

Award of contracts for repairs to plant and machinery, 40,000

Cash purchases (miscellaneous items not exceeding Rs.
100/~ €ach) 25,000



RABI PROCUREMENT

APPENIMX I
(Vide para 3-2)

Procurement of Foodgrains during Rabi April, 1968—March, 1969

Quantities in tonnes

S.No. States Target Fixed Procurement
from
R
1 2 3 4
Whear - —
1 Rajasthan FCT 1,00,000 70,146
2 Bihar - 131
3 Madhya Pradesh FCT 1,00,000 1,02,182
4 Gujarat —_ 74
s Delhi —_ $80
6 U.P. from State Govt, -— 4,500,183
7 Uttar Prajesh _ 85,019
8 (a) Punjab F.C.T. 4,00,000 5,28,013
(b) Markfed Punjab - 5,19,164
9 (a) Haryana - 1,69,532
(b) Markfed Haryana - 5,958
(c) U.T. of Chandigarh —_ 1,664
(d) Himachal Pradesh - 19
Total 6,00,000 18,882,665
Barley
1 Punjab —_ | 12685
2 Haryana - 12,822
3 Rajasthan - 8,46
4 Uttar Pradesh - 334
s U.P.from State Govt, - 4,331
- 243

6 Delhi
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1 2 3 4

Pulses (Gram'dal)
1 Punjab'Haryana 30.000 25,707
2 Uttar Pracesh 20,000 22
3 U.P. from State Govt, —_— 878
4 Madhya Pradesh .. 25,000 1,311
s Delhi —_ 1,179
6 Rajasthan 50,000 60,422
Total 125,000 ' 89,519
Black Gram!Urad
1 Anchra Pradesh —_ 757
2 Uttar Pragesh — 875
. — - 1,632
Arhar
1 Bihar —_ 46
2 Madhya Pradesl —_ :2,052
—_ 2,098
Massoor
v Madhya Pradesh —_— 32
! Grand Total 7,25,000 20,12.977

~ (IXI) Procurement of Rabi Grains from April, 69 to March, 70 B
: .~. (In ooo tonnes)

S1. States Target Procurement % of
Na, - L. procuremen,
Wheat

1. Assam - . . . 15 o-1
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3 4 s
3. Delhi . . 2 1-2
4. Haryana
(a) Through State Govt. . .
(5) Through Markfed 200 222.3
5. Himachal Pradesh . . . 02
6. Madhya Pradesh
(a) Directly by FCI . . . 8 6
(&) Through Markfed . . . 5 12';
‘7. Mysore © -, . . . . . 15 o1
8. *Punjab
(a) Directly by FC] . .. 775* 763-6
(8) Through Markfed . . . 775 8026
9. Rajasthan . . N . . . 75 40
ro, Uttar Pradesh . . . . . 730 199-2
11, West Bengal . R . . . o1
TOTAL 2708-5 20740
Taken over from Pumab Provincial
Reserve . — B . . . 3072
Taken over from Har)ma Provincial
Reserve :— . . . 318
i
ToTAL 27085 2413'0 89-09%
Gram
1. Punjab . R 10°0 02
2. Haryana f . . . . .
3. Rajasthan o . . B . 30°0 17
TOTAL . . . . 40°0 19 4-75%
Barley
1, Punjab . . . . 50 ;.
2. Haryana } . . . . Neg,
3. Rajasthan . . . . B 50 .
4. Dethi N . . . . . . Neg,
10°0 Neg, i

TOTAL AN . .

“Indudilig U.T. Chandigarh
No'e : Neg, stands for negligible,



3 4 s
Pulses
1. Uttar Pradesh 7
GRAND TOTAL OF RABI GRAINS : . 27585

2416:6 87-60%

(1) Procurement of Rabi Grains from April, 1970 to March, 1971

(Figures in ‘000’ tonnes)

S1. States Target Procurement Percentage
No. for April,70to for procure-
1970-71 arch, 71 ment made
(upto dates 80 far.
in March,
71 for which
figures are
available)
) (2) 3) @ )
Wheat
1. Assam . . 5
2. Bihar . 10 Neg
3. Dethi, . . . 2 Neg
4. ‘Haryana
Through State Government ] 482
Through Markfed . 35
s. Himachal Pragesh Neg
6. Madhya Pradesh
(a) Through Markfed 30 5
7. Mysore . . . . o's Neg
8, Punjab
(@) By FCI. 700 670
@) By Markfeq . . 700 701
(c) By State Govt, . 1,000 99§
(d) U.T: Chandigarh "y
9. Rajasthan . 32 Neg
10, Uttar Pradesh . . 300 322
Torar . . 3,129-5 3179 101°58 %

Note : Neg. stands for negligible,
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- — ameeen

4 5
Barley
1. Delhi . . . . . Neg,
2, Haryana
3. Punjab . . . . 6 6
4. Rajasthan . . . Neg,
s. Uttar Pradesh . B . . . 1
TOTAL . . 6 7 116-67%
Mustard Seed

1. Delni . . . . . . Neg.
2. Haryana . . . . . 1
3. Punjab . R . . . Neg.
4. Rajastan . . . . 4
s. Uttar Pradesh . . . .. Neg,

ToTaL . . 5

Gram!Gramdal
1. Delhi . . . . 1
3. Punjab . . . . 20 10
3, Haryana . . . . . - 32
4. Rajasthan . . . 60 40
s. Madhya Pradesh . . 20
6, Uttar Pradesh . . 1
TOTAL . . . . 100 84 84-00%

Note : Neg. stands for negligibie,
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I 2 3 4
SOYABEAN
1. Uttar Pradesh . . . . —_ Neg
2. Rajasthan . . B _ Neg
ToTAL . . . . . —_ Neg
Arhar
1. Uttar Pradesh . . . . . 3 Neg.,
GRAND ToOTAL . . . 32385 3275
- Percentage of procurement in 1970-71 = 101.13%

NoOTE : Neg. stands for negligible,



APPENDIX m1
(Vide para 3°2)

1. Procurement of foodgrains Vis-A-Vis gargets fixed by the F.C.I. during
Kharif Nov. 1967-October, 1968

(Quantities in tonnes)

States Target fixed Procurement Percentage
from Nov. of procure-
67-Oct’68 ment.

I . 2 3 4

Rice | Paddy in terms of Rice :

Andhr# Pradesh . . . 7500,000 680,200
Assam . . . . 1,00,000 69,921
Madhya Pradesh . 45005000 2,51,493
Madras . . 2,00,000 1,86,415
Punjab/Haryana . . . . 2,755000 3,49,702
Orissa . . . . 2,505,000 1,64,601
West Bengal . . . '35005000 2,65,596
Uttar Pradesh . . . 5,218
Bihar . . . . 1,00,000 338
Pondicherry . . . 7,661
ToraL . 23,25,000 19,18,145 8521 %

Muaige

Punjab/Haryana . B . . 2,505,000 2,35:027
We.st B@gal . . . .. 24
Rajasthan . . . . 15,000 28,112

ToTAL . - 2,65,000 2,63,163 .  99°31%

Yowar .

Andhra Pradesh . . . 502
Madhya Pradesh . . . 20,000 80,445
Raiagthan . 10,000 24,807
Mysore. | . . . .. 1s

" ToraL _ 30,000 105769 352°56%




Bajara

Haryana . . - .
Rajasthan . . . .
TOTAL .

GRranD ToTAL

.

.

$:107
14,608

19,913  284°47%

23,69:990

Percentage of procurement :—90-3%

97 %

II.—PrmIGwm of foodgrains vis-a-vis the targets fixed by the F.C.I. dnring Kharif—

ovember, 1968=~October, 1969

(Quantities in tonnres)

States Target Procurement
Fixed from Nov.

‘68—Oct.'69

1 2 3
(Rice | Paddy in terss of Rice)

Andhra Pradesh . §,50,000 3,765,659
Madras . . . 2,25,000 2,38,347
Mysore . 3,500 3,296
Orissa . . 3,00,000 2,71;989
Puniab . . . 2,005,000 2:49:998
Haryana . 100,000 1415012

Madhya Pradesh . .
‘West Bengal . . .

Assam . B .
Pondicherry . .
Bihar . . . .
Untar Pradesh

ToTAL .

3,505,000 3,03,469
45505000 436,768

705000 85,207

. 8,239
755000 66,582
105000 1,060

23,33,500 21,82,626



Maice

Mysore . . . . 1,000 709
Andhra Pradesh . . I,000
Haryana . . . . $,000 108§
Puniab . . . N 205000 645353
Uttar Pradesh . . . 20,000 29,373
‘ToTaL . . . . 475000 99,039
Jowar

Madhya Pradesh . . . 1,00,000 32,671
Granp ToTaL . . . . . 24,80,500 23,210,336
Percentage of procurement: 931 %

Shortfall : 6'9%

111.—Procurement of Kharif Grains from November, 1969— October, 1970 and FCI rargets
fixed thereof and the percentage of Achicvement

(Figures in ‘000 tonnes)

%i Stateg Targets Procurement Percentage
0.
X 2 3 4 s
Rice & Paddy in terms of Rice
1. Andhra Pradesh . . . . 290 169
2, Tamil Nadu . . . . . 170 183
3. Mysore . . . . . ..
4, Orissa . . . . . . 300 299
§. Punjab . . . . . . 250 360
6. Haryana . . . . . . 150 228
7. Madhya Pradesh . . . . 378 u7
8. West Bengal . . . . . 450 471
9. Assam . . . . . . 100 60
10, Pondicherry . . . . . 10 L1
11, Bihar . o . . . . 3s 33
99

12, Uttar Pradesh . - . - . 100
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Progressive total of rice and paddy for Tamil Naidu, Pandicherry and Punjab/Har.
yana are from October, 1969,

j.'awar

1. Madhya Pradesh . . 30 .
2, Mysore . . . N o . : . Neg
ToTAL . ) 5o Neg
Maize
" 1. Haryama . . . 10 Neg
2. Himachal Pradesh . S .. Neg.
3; Punjab . . . . . 60 55
4. U.T. Chandigarh . . . .. Neg
s, Uttar Pradesh . . N . 60 . Neg
6. Rajagthan . . . 5 .
7. Mysore . . . . . 2
TotaL . - . 137 55 40°14%

Progressive total of Maize for Punjab/Haryana/U.T. Chandigarh are
from October, 1969,

Bajra
1. Haryana . . . v 4
2. Punjab . . . . 1
3. Rajasthan . . Lo 12 Neg.
' ToTAL . . . 12 1s 125%
Pulses
1. Rajagthan (Moong) . . . 2°5 o's
2. Raijasthan (Urad) . . . . . o1
ToraL . . . 2's 06 24%
GRAND TOTAL . . . . . 2431°5 2261°6

Percentage of procurement : 93-01%
Shortfall : . 6:09%
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APPENDIX VI,
(Vide Pira g.21)
Grajwecise break up of total Amount of subsidy paid during the years
(Rs. Amount in crores)

Name of grain 1967-68 1968-69 1969-70 1970-71 1971-72
.(April gz May
I

Wheat imported . .. +1:83
Wheat indigenous .. —12'10 —2I'17@  ~—7-08% -9 54
Rice imported .. —8-79 +1-44 +0°46
Rice indigenous . —1-25 & £.4-00 —0'40 <011
{on account)
Milo . .. ——2°03 —0'0§ e
Maize .. —1-85
Jowar . —5-81 .
—12-45 %
(on account)
Torar . . —r-25 —12'10  =30°65 —I8'54 — 14

Paid Rs. 1798 PaidRs. 6
crores only crores only

(+) Gun
(— Loss *0°53 crores pertain to the year 1968-69
& pertains to ths year 1965-66 % Pertains to the year 1968-69
P Y 1935—67 } ” and is for all grains against the claim
@Rs . 8 crores pertain to the year 1963 69 of 1626 crores.

201



APPENDIX VII

Summary of main conclusions/Recommendations

Sl.  Preference to

Summary of conclusions and

No. Para No. in Recomm.endations.
the Report
1 2 3 \
1 1.10 The Committee note that the activities of

the Food Corporation of India cover all the States
except the State of Jammu & Kashmir. The
question of extending some of the functions of
the Corporation to the State of Jammu & Kash-
mir is stated to be still under the consideration
of the Government of India. The Committee
recommend that a decision in this regard should
be taken soon to enable the Corporation to ope-
rate in that State and ensure remunerative prices
to growers and sustained supply of foodgrains at
reasonable prices to consumers. The Corporation
should be permitted to undertake the storage as
well as procurement work in the State of Jammu
& Kashmir on the same lines as in other States.

The Committee find that the Food Corpora-
tion of India have got one full time Chairman
and one full time Managing Director as provided
for in Section 7(1) of the Food Corporation Act,
1964. In their Report on Public Sector Under-
takings, the Administrative Reforms Commission
had recommended that a Board of Management
of the Public Sector Corporation should have a
full time Chairman-cum-Managing Director. The
Government considered that recommendation
and decided that as a rule there should be full
time Chairman-cum-Managing Director and in
exceptional cases where the Chairman might be
only a part time one, there should be a full time

202
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3

2.7

2.23

Managing Director. The Committee recommend
that Government should explore the possibility
and study the feasibility of combining the posts
of Chairman and Managing Director of the Food
Corporation of India in pursuance of their own
decision.

The Committee also find that since the
inception of Food Corporation of India in 1965,
the post of Managing Director has changed hands
thrice and the post of Chairman has been held
by four different persons so far during six years
of working of the Corporation. The Committee
feel that such frequent changes at the top level
of an Undertaking engaged in country-wide ope-
rations in essential foodgrains are not conducive
to efficient management. The Committee, there-
fore, urge that Government should discourage
such frequent changes at the top level of manage-
ment, '

The Food Corporation of India was set up
at a time when the country was faced with
shortage of foodgrains and there was imperative
need for building up buffer stock primarily from
imported foodgrains to meet any contingency.
Now that India has become practically self-
reliant in foodgrains, the main emphasis in the
operations of the Corporation will have to be on
price support measures to benefit the producer
so as to sustain his enthusiasm for increased pro-
duction. It is equally important that foodgrains
should be made available through fair price
shops, particularly to the weaker sections of the
society at reasonable prices. This twin objective
can be achieved only if the overheads incurred
by the Corporation in the handling operations are
kept to the minimum by organising its activities
in a most efficient and rational manner. Now
that the Corporation has been functioning for
several years and there is a new trend discernible
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3

3.10

3.16

o - ———

in the range and scope of its functions, the Com-
mittee would like Government to have its orga-
nisation and working eritically examined early
with a view to reduce handling charges.

The Committee find that since 1967 there hagd
been shortfalls in achievement of targets of pro-
curement ranging from 6 to 12 per cent despite
the fact that Government had been keeping a
watch on the progress of procurement in more
than one way and taking remedial measures as
and when problems arose. The Committee feel
that whenever shortfalls in achievement of tar-
gets of procurement occur beyond a certain level
in future, an investigation should invariably be
carried out by Government to find out what had
caused these shortfalls and devise remedial
measures for future.

The Committee are conscious of the fact that
food is a concurrent subject under the Constitu-
tion and hence the procurement policy had to be
decided by the State Governments keeping in
view the local conditions, in consultation with
the Central Government. The Committee, how-
ever, recommend that Central Government should
utilise the forum of Chief Ministers’ Conferences
and urge upon the State Governments to evolve
their procurement policies on a stable basis so
that changes from year to year or even during the
course of a year in such policies are obviated.
The Committee are of the view that stability in
procurement policies is vital for effective imple-
mentation of food policy. It is to be achieved by
the Ceatral Government and the State Govern-
ments oy mutual consultation and above all by
makir 3 the operations of the Food Corporation
so efficlent and economic in the field as to win the
confidence of the agriculturist, the consumer and
the local authorities.
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The Committee are perturbed to find that
FCI's direct procurement of Food Grains from
farmers had been so low that it ranged between
0.1 to 3.4 per cent of the total procurement during
the last three years. The Committee also find
that the current involvement of cooperatives

‘is only 25 per cent of total procurement. This

involvement is not adequate. The Committee are
glad to learn that the Government have agreed
to increase the involvement of cooperatives in a
phased manner in the years to come. The Com-
mittee feel that if the Cooperative movement is
to make any significant advance in the area of
procurement of foodgrains, its involvement
should be stepped up from year to year on a pro-
gramme basis. The Committee would like the
Government/Food Corporation of India to draw
up a detailed plan of action for “Rabi” and “Kha-
rif” from year to year, to achieve this objective.
Where the cooperatives are not functioning,
direct purchase centres may be got opened in
consultation with State Governments so as to
procure the foodgrains directly from the produ-
cers without the intervention of “Arhtias” and

1 2
7 3.26 -

cther middlemen.
8 3.30

Ths Committee note that procurement of
wheat and rice in various States is at present
being done by multiplicity of agencies, namely,
the State Governments, Food Corporation of
India and Marketing Societies/Federations, ete.
The Committee feel that if procurement opera-
tions are handled by a multiplicity of agencies it
was bound to give rise to problems of coordina-
tion, costlier overheads and what is more, render
the task of long term planning difficult. The
Committee, therefore, recommend that Govern-
ment should take up this problem with the Chief
Ministers of various States and strive to evolve
an agreed pattern which would assure the Food
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3

10

3.32

3.36

Corporation of India a major role in price sup-
port and buffer stock operations.

The Committee note that the turnover of the
Food Co ratxon of India has registered marked
growth from Rs. 28961 crores in 1965-86 to
Rs. 1423 crores in 1970-71. The Committee, how-
ever, feel that efficiency of a trading enterprise
like the Food Corporation of India had to be
judged more on the basis of the service it renders
to farmers and consumers in the country than
on the basis of turnover alone.

The Committee note that some States have
still not passed the necessary legislation to estab-
lish regulated markets and that out of 3406 mar-
kets in the country as many as 1261 are not regu-
lated. The Committee cannot too strongly stress
the need for establishment of regulated markets
in all the States for these are the best means of
assuring a fair deal to the farmer as also facili-
tate the task of any Government agency like the
Food Corporation of India to procure foodgrains
in well regulated conditions. The Committee
also wish to draw in this connection attention of
Government to the recommendation made by the
Estimates Committee (1960-61) in para 77 of
their 129th Report on the Directorate of Market-
ing and Inspection (Ministry of Food and Agri-
culture), wherein it was stressed that (i) States
which had not enacted legislation for regulation
of markets should be persuaded to do so; (ii)
constitution of Market Committee should be uni-
form; (iii) representation of growers in market
Committees should not be less than 50 per cent:
(iv) rates for various Commodities should
be widely. disseminated among producers, ard
(v) grading facilities should be provided to make
the producers quality conscious. The Committee
would like concerted measures to be taken to
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3.40

3.45

45

achieve these objectives in the interest of the
producer.

The Committee need hardly stress that mar-
keting intelligence is the key to market opera-
tions and therefore no pains should be spared in
making it as precise and as realistic as possible.
At the Conference on Agricultural Marketing
held at New Delhi in Septembe'r, 1969, the Eco-
nomics and Statistics Adviser had conceded the
viewpoint of representatives of State Govern-
ments that the information that was disseminated
was often out of date and lacked precision, as it
was for the Fair Average Quality. The Com-
mittee, recommend that Government should
coordinate and streamline the market intelligence
operations of the Economics and Statistical Wing
and the Food Corporation of India in consulta-
tion with the State Governments so that the
feeling among some State Governments that
market intelligence machinery was not equal to
the task expected of it was removed and what is
more the market intelligence served as a reliable
basis of planning procurement operations by the
Food Corporation.

The Committee recommend that Advisory
Committees may be set up at local or mandi
level so that matters of local interest may be re-
solved in consultation with representatives of all
concerned by producers, cooperatives etc.

The Committee are happy to note that the
target of buffer stock of 5 million tonnes of food-
grains by the end of the Fourth Five Year Plan
fixed by the Central Government has already
been achieved because the present stock of food-
grains with the Government is stated to be about
83 million tonnes which includes an operational
stock of 24 million tonnes.
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The Committee are glad to note that the:
Expert Committee appointed by the Planning
Commission and consisting of representatives of
the Planning Commission, Ministries of Agricul-
ture, Finance, Railway Board, Food Corporation,
etc. had carried out a systematic assessment of
country’s requirements for storage during the
Fourth Five Year Plan. The Committee hope
that their assessment will serve as a guide for
Government and the Food Corporation of India
for drawing up a programme for augmentation
of storage capacity. The Committee recommend
that while drawing up a programme for aug-
mentation of storage capacity in the country, the
point up to which storage would be absolutely
necessary and beyond which the money locked
up in storage would be counter-productive should
be carefully determined. The Committee find
that if past experience is any guide wheat vir-
tually “cascades” into mandis in wheat producing
States and has to be bought at support prices.
This naturally creates problems of storage and
transportation.

The Committee feel that perhaps the best way
is to encourage provision of warehouses and
storage accommodation by the co-operative
societies in agriculturally surplus areas so that
it achieves the dual purpose of providing staying
power to the farmer and regulating the flow of
the food-grains into the market. The spare
storage capacity could be utilised for other grains
also depending on the seasonal requirements.
The Committee would, therefore, urge Govt. to
give encouragement to co-operative societies to
set up modern storage facilities which are free
from' rodent and other pests and would serve
best the interests of the producers and the people
at large. Government should also exercise neces-
sary vigilance in the formative years to ensure
that the producers get dependable storage ser-
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vices, free from any suspicion of malpractices or
mismanagement. Government/Food Corporation.
of India should also develop in the light of their:
experience and in consultation with Research.
Institutions design and specifications for storage
which would meet best the requirements of co--
operative societies.

During evidence it was admitted by the
official representatives of the Ministry that some
of the storage accommodation in the country was.
not of the requisite standard. The Committee
wish to stress that whatever additional storage
capacity is created under the Fourth Five Year
Plan or subsequent Plans, it should be based on
the most modern scientific techniques and should’
be equipped with latest facilities to prevent
damage of foodgrains during storage and to en-
sure most economic handling.

The Committee understand that the latest
trend is to provide bulk storage structures like
Silos and Bins although the capital costs of bulk
storage may not compare favourably with the
present system of storage in bags. The operating
costs are lower in the case of bulk storage with
the added advantage of better preservation of
grains. For taking up proposals for construction
of silo storage, a detailed feasibility study would’
be necessary to examine what other comple-
mentary facilities are necessary to be provided
in “Mandis” and elsewhere in order to ensure
that working of silos was efficient and economi-
cal. The Committee are of the view that it is
better to spend more on scientific storage now
than lose year after year by allowing wide-
spread damage to foodgrains owing to faulty and
outmoded storage system.

The Committee feel that the view expressed
at the Seventh Asia-Pacific Food Production Con-
ference held in January, 1971 in New Delhi that
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colossal wastage of foodgrains due to inadequacy
of transport and storage facilities can be pre-
vented by setting up a chain of “Portable Ware-
houses” in the country deserves a close study by
Government. The Committee recommend that
feasibility studies should be carried out to deter-
mine whether it would be advantageous and if
so to what extent, to introduce portable ware-
houses in the country to cater for the require-
ments of peak periods.

The Committee regret to note that Crash
Programme had failed to correct regional im-
balances in the creation of storage capacity and
that even now the Corporation had to resort to
storage of stocks in the open which carried with
it attendant risks of pilferage and damage due to
vagaries of weather. The Committee, therefore,
recommend that Government should draw up
future programme of augmentation of storage
capacity with an eye on correction of regional
imbalances and keeping, in view the field expe-
rience gained by the Food Corporation of India.

The Committee are of the view that in order
to achieve efficiency in operation and ensure
greater utilisation of storage capacity, coordina-
tion has to be secured not only at the Centre but
at the State level between various agencies in-
cluding the State Governments, State Warehous-
ing Corporations and Co-operatives on the one
hand and the Food Corporation of India, Central
Warehousing Corporation and the Railways on
the other. The Committee are glad to note that
in order to ensure coordination among various
agencies like the Food Corporation of India, Cen-
tral Warehousing Corporation, State Govern-
ments etc., the State Governments of Andhra,
Mysore, Kerala, Madhya Pradesh, Punjab, Maha-
rashtra, Haryana, Orissc, Gujarat, Assam, West
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Bengal, Tripura and Manipur have already form-
ed Storage Committées. They hope that the
remaining State Governments of Tamil Nadu,.
Rajasthan and Bihar would also form such com-
mittees scon and thus help in tackling the prob-
lem of storage on rational lines.

The Committee recommend that the position
should be closely watched by the Central Storage
Committee so that corrective action to obviate-
overlapping or duplication of capacities may be-
taken in time.

The Committee find that the utilisation of
godowns on gross capacity has improved from
52 per cent in 1965-68 to 77 per cent in 1971-72
{April—June). On usable capacity, the utilisation
was 58 per cent in 1965-66 but in 1971-72 (April—
June) it has gone up to 86 per cent. Though
some improvement in the utilisation of godowns
over the years is thus discernable, the Committee
cannot regard the present level of utilisation as
the optimum one. It is rather strange that on
the one hand it is said that storage capacity in
the country is inadequate to cater to the growing
needs of the country but on the other hand one
finds the utilisation of existing capacity as only
77 per cent of gross capacity and 86 per cent of
usable capacity. It appears that Government and’
the Food Corporation of India are not giving ade-
quate attention to the problem of optimum utili-
sation of existing storage capacity in the country.
Optimum utilisation of storage capacity at pro-
curement centres and consumption’ points cannot’
be' ensured without evolving an integrated
pattern for procurement, movement, storage and’
distribution after a close study of full conditions.
The Committee, therefore, strongly recommend
that concrete measures aimed at optimum utili-
sation of storage capacity should be evolved and
given effect to.
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The Committee recommend that Government
should undertake a comparative study of opera-
tional costs of godown management of the Food
Corporation of India, Central Warehousing Cor-
poration and other agencies engaged in the
construction and maintenance of godowns in the
country so as to evolve norms for guidance of
various agencies. Unless these norms are evolv-
ed, the Committee cannot see as to how the cost
of storage of the Food Corporation of India or
for that matter any other agency can be adjudged
as reasonable or excessive.

The Committee would like this comparative
study to be undertaken without further delay.
The Committee need hardly stress that in the
light of this comparative study remedial action
may be taken to reduce the cost of construction
as well as of maintenance of godowns so that
overheads on food handling and storage by the
Food Corporation of India are reduced to the

* minimum, in the interest of consumers.

The Committee find that the Food Corpora-
tion of India suffered a total storage loss of
Rs. 21.96 crores during 1866-67 to 1970-71 (5
years). The Committeé are not impressed with
the plea that viewed against the total turnover,
these losses were not large. By themselves,
these storage losses are substantial and they call
for urgent and effective steps to minimise such
losses. The Committee recommend that every
case of storage loss which is in excess of the norm
should be thoroughly investigated with a view to
finding out the exact reasons for the loss and
taking remedial measures. Investigation into
storage losses should be undertaken promptly
because if it was taken in hand after a lapse of
aooreciable time. the verv purpose of such in-
vestigation to plug loovholes would be defeated.
Besides the parties at fault would also evade
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responsibility. Norms for storage losses should
be the lowest and should be so fixed as to leave
no scope for unscrupulous elements to take ad-
vantage of high norms and remove the food-
grains. There is also a clear need to intensify
vigilance and surprise checks at the various load-
ing, unloading and weighment points. The
Committee need hardly point out that if res-
ponsibility for storage loss is fixed in every case,
where the loss exceeds the norms, and deterrent
action is taken against those found guilty, it will
have  salutary effect in bringing down the
storage losses.

The Committee note that as on 31-10-71 the

- Food Corporation of India had hired storage

1 2
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capacity of 6.11 lakh tonnes from the State Gov-
ernments and 20.05 lakh tonnes from private
parties. Since the Food Corporation is heavily
dependent on private parties at present for
gedown accommodation, the Committee feel that
every-care should be exercised by the Food Cor-
poration to ensure that the accommodation to be
taken over or already taken over by them is
made rodent-proof by the owners and that all
necessary alterations and repairs are carried out
efficiently to obviate chances of damage to fcod-
grains due to rains or flood waters.

The Committee need hardly stress that Food
Corporation should ensure that the rent paid by
it for the godowns is fully competitive so that it
does not lead to the development of any vested
interest.

The Committee are perturbed to note that
there had been as many as 241 cases of thefts/
pilferages at the godowns of the Food Corpcra-
tion of India since its inception in 1965 involving
a total loss of Rs. 13.08 lakhs.
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The Committee expected Food Corporation of
India to be seriously exercised about the matter
and spare no effort to get an officer whose ser-
vices would be available on an assured basis for
a length of time so that all loopholes in the
existing system which gave rise to thefts and
pilferages were identified and effective remedial
measures taken to plug them. The Committee
are therefore not able to appreciate how the Cor-
poration could persuade itself to employ as
Manager Security in scale of Rs. 1600—2000 a
person who was on the verge of retirement. The
Committee would like the Corporation/Govern-
ment to go into the matter and ensure that an
officer whose services would be availahle for a
length of time and who has proven experience
and ability in security duties, is appointed to the
post and held responsible for effectively organis-
ing the security measures so as to bring about
appreciable reduction, if not elimination, of thefts
from the godowns of the Food Corporation.

The Committee attach importance to standard
weighment, stitching and packing of bags so as
to reduce wastage and losses on these accounts
to the minimum. The Committee note that the
present capacity of bags is 100 Kgs. and tkat the
labourers are paid an additional incentive amount
of 5 per cent for handling these heavy bags. The
Corporation, however, admit that difficulties are
being experienced by iabourers in certain parts
of the country to carry such heavy loads. Apart
from the possibility of providing wheel barrows
or trollies to facilitate handling of bags, the Com-
mittee would like the.Food Corporation of India
to thoroughly examine the question of reducing
the weight of the standard bag keeping in view
the trade requirements, the cost of filling of bags
and the difficulties experienced by labourers, etc.
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The Committee note that from May to July
1968, out of 12.36 lakh tonnes of foodgrains trans-
ported from Punjab, Haryana and Andhra Pra-
desh on Government account from May to July
during 1968, 2.36 lakh tonnes of foodgrains were
transported in open wagons. Unfortunately there
were early monsoon rains in the Eastern and
Western regions where the bulk of despatches
were concentrated and consequently 6,741 tonnes
of foodgrains got wet and were rendered unfit
for human consumption. The Dave Commitiee
which investigated into the damages to food-
grains moved in open wagons recommended inter-
alia, that fodgrains should under no circum-
stances be carried. in .open wagons without tar-
paulins. The Committce regret that despite Dave
Committee’s recommendation, the Food Corpora-
tion used 2,814 open wagons in 1970 of which 467
wagons were stated to be without tarpaulins.
During 1971, 14,336 open wagons with tarpaulins
were used. Tt was found that 58 wagons reached
West Bengal Region and 21 wagons reached U.P.
without any tarpaulins. It was expleined by the
Corporation that ‘due to early rainc and late
harvesting’ in 1970 and because of the fact that
public offering of foodgrains was more in 1970
than in 1969, peak despatches had to he com-
pressed in a much shorter period and consequent-
lv movement by open wagons had hecome
necessary. The ~Committee recommend that
keeping in view the exverience of 1968 and as a
matter of abundant caution. the use of open
wagons should be avoided in future. Should it
become unavoidable to use open wagen owing to
unforseen reason, it should be ensured that open
wagons are covered with tarpaulins without fail.
The Committec fcel that the Corporation cannot
afford to take chances in an important matter
like this. The Committee have been infcrmed
by the Ministry of Railways that avezilability of

3489 LS—15.
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covered wagons has increased from 158,083 BG
and 76,205 MG in 1966 to 1,386,639 BG: and 81,841
upto October, 1971,

During evidence, the representative of the
Ministry of Railways (Railway Board) opined
that ‘the danger is not that the fordgrains are
moved in open wagons but the detention at ter-
minals is fraught with danger in that they get
exposed to rains’. The Commitfee also learnt
during evidence that for the last six months or
so, there had been hold-ups of mcvement in the
Eastern sector. The wagons, it was stated, were
not unloaded in time resulting in dclays in the
return back of the wagons. The Committee are
deeply concerned with the problem of hold-up of
wagons at terminals. Delays in unloading of
wagons not only Tesult in less availability of
wagons for movement of foodgrains in the coun-
try but also create bottlenecks, frustrating the
very objective of ensuring movement of food-
grains on 2 planned basis. The Committee, there-
fore. recommend that concerted eifoarts should ba
made bv the Department of Food/Food Corvora-
tion of India and the Railwavs to ensure that
wagons carrving foodgrains are not held up en-
route or at terminals to obviate losses by ‘wet’
or pilferage.

In the Committee’s view. smooth movement
of foodgrains depends to a large extent on how
well the movement of fooderains is planned by
the: Food Corvoration of India in coordination
with the Railwavs. The Commitiee recommend
that while preparing Movement Plans. the aim
should be to spread out movement of fnodsrains
throughout the vear so as to avail of claced
wagons for safe transvort. Now that the Fand
Corporation of India/Government have adennate
storage capacitv at their disnosal this tack shonld
not prove fromidable and it should be possible
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to draw up integral plan for procurement, move-
ment and storage on the basis of well verified
data.

The Committee find that the Food Corpora-
tion of India have been moving larger quantities
of foodgrains by road particularly from Haryana
to Delhi. The quantity of foodgrains moved by
road into Delhi was 23,881 tonnes in 1968-69,
39,684 tonnes in 1969-70 and 57,255 tonnes in 1970-
71. The Committee recommend that a compre-
hensive study be undertaken to determine break-
even point between the cost of rrad transporta-
tion and cost of movement of foudgrains by rail
for various regions in the country. Any enlarge-
ment of the scope of movement of foodgrains by
road should depend on the resulis of such study
and availability of spare capacity on the Railways
to undertake the transport expeditiously and in
time,

The Committee note that losses of foodgrains
in transit had been rising steadily frem 1.13 per
cent of the quantity moved in 1965-66 to 1.58 per
cent in 1966-67 and 1.76 per cent in 1967-68 until
1968-69 when such losses reached an all time high
at 3.26 per cent. The Committee also note that
subsequently, the Corporation had been able to
arrest the rising trend of transit losses in close co-
ordination with Railwavs. In 1969-70 transit loss-
es were brought down to 1.4 per cent and it is esti-
mated that these Josses may be only 1.23 per cent
during 1970-71. The Committee welcome the
efforts made by the Food Corporation of India
and the Railways to bring dovwn these losse<
under control. The Committec. however. feel
that scope for further reduction of transit Iosses
still exists.. Vigorous efforts are called for to
minimise the transit losses, Witk this end in

P . 4
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view, the Committee recommend the adoption of
the following measures: —

()

(i)

(iii)

bagging, stitching and weighment should
be done with utmost care to avoid spil-
lage of foodgrains. Use of non-standar-
dised bags should be eliminated. Same
types of scales for weighment may be
used at loading and unloading points;

loading and unloading operations
should be supervised by responsible offi-
cials of the Corporation and the Rail-
ways because if the loading is done in a
careless manner no amount of en route
checks would be able to prevent these
losses;

with the improvement in the availabi-
lity of covered wagons with the Rail-
ways, use of open wagons should be
resorted to only in exceptional circums-
tances and after making sure that ne-
cessary provision for covering these
wagons securely with tarpaulins and
safe escort would be there;

(iv)en route checks be intensified by the
Railways to plug leakage of foodgrains
and to ensure that tarpaulins remain in
position and are not removed by unscru-
plous people;

(v) en route surprise ¢hecks be carried out
to ensure observance of instructions:
and

(vi) security arrangements be augmented to

avoid pilferage of foodgrains at loading
and unloading points and Railway yards.
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The Committee are glad to note that Food
Corporation of India had entrusted the task of
preparing a Wheat Movement Plan for 1970-71 to
an expert body like the National Council of Ap-
plied Economic Research. This was no doubt &
step in the right direction. The Committee hope
that the recommendations made by the Council
for rationalisation of wheat movement would
continue to guide the Corporation in evolving
movement plans for future years,

The Committee find that the National Coun-
cil of Applied Economic Research had suggested
improvement in the system of tele-communication
including the installation of teleprinters in the
Food Corporation of India in the context of prob-
lem of transportation of foodgrains. The Corpo-
ration, however; are not in favour of its introduc-
tion because utility of the communications will
in their view have to be seen not only with re-
ference to its orientation in terms of limited
transportation problem during the peak “Rabi”
season but also with regard to purchase and sale
operations in a free market when the Corporation
will necessarily have to take snap decisions on
the basis of day-to-day flu<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>