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INTRODUCTION 

I. the Chairman of the Public Accounts Committee, as a u t h o r i d  
by the Committee, do present on their behalf this Twenty Eighth 
Report of the Public Accounts Committee (Fifth Lok Sabha) on 
Audit Report (Civil), 1970 relating to the Ministry of Foreign Trade 
and Dqartment of Agriculture. 

2. The Appropriation Accounts (Civil), 1968-69 and Audit Report 
(Civil). 1970 were laid on the Table of the House on the 14th April. 
1970. 

3. The Committee of 1970-71 examined paragraphs relating to 
the Ministry of Foreign Trade a t  their sittings held on the 28th and 
29th September, 1970 and Department of Agriculture, at their sittings 
held on the 8th and 9th July, 1970. Consequent on the dissolution 
of the Lok Sabha on 27th December, 1970, the Public Accounts Com- 
mittec (1970-71) ceased to exist with effect from that date. The 
Committee of 1971-72 considered and finalised the Report at their 
sitting held on the 10th August, 1971 based on the evldence taken 
and the further information furnished by the Ministry. The Minutes 
of the  sittings form Part XI* of the Report. 

4. A statement containing summary of the main conclusions/ 
recommendations of the Committee is appended to this Report 
(Appendix VIII). For facility of reference these have been printed 
in thick type in the body of the Report. 

5. The Committee place on record their appreciation of the cox- 
mendable work done by the Chairman and the Members of the 
Public Accounts Committee (1970-71) in taking ebldence and obtain- 
ing information for this Report which could not be finalised by them 
because of the sudden dissolution of the Fourth Lok Sab'na. 

6. The Committee place on record their appreciation of the 
assistance rendered to them in the examhation of these paragraphs 
by the Comptroller arid Auditor General of India. 



7. The Committee would like to express their thanks to the OW- 
cers of the Ministry of Foreign Trade and Department of Agriculture 
for the cooperation extended by them in giving information to the 
Committee. 

NEW DELHI: 
August 11. 1971 

.- --. - 
Srarmna 20, 1893 (Saka) 

ERA SE7SiYAN, 
Chairman, 

Public Accounts Committee 



(i) 
MINISTRY OF FOREIGN TRADE 

Sick Textile Mills 

Audit Paragraph 

Under the Industries (Development and Regulation) Act, ?MI 
the management of thirteen sick textile mills was v-ted during 
1959-60 to 1968-69 in authorised controllers appointed by the Central 
Government. To these mills the Central Government had given 
loans directly and through the National Textile Corporation to the 
extent of Rs. 1E.75 lakhs and guarantees to the extent of Hs. 241.75 
lakhs. The State Governments and the Gujarat State Textile Corpo- 
ration have advanced loans to the extent of Rii. 351.77 lakhs and 
guarantees amounting to Rs. 509.98 lakhs; of the 13 mills, 9 mills 
received this assistance from the State Governments only. In one 
case guarantee of Rs. 20 lakhs was given jointly by the State Gov- 
ernment and a private firm which is the managing agent. 

1.2. Appendix XIV to this Report shows the financial results of 
'ne mills prior to Government appointing the authorised  controller^, 
further losses tuffered, profits earned by them after they were taken 
over and financial assistance provided to them. Whereas the paid- 
up capital of the mills is Rs. 709.60 lakhs and their total loss before 
they were taken over by the authorised controllers were estimated at. 
Rs. 860.95 lakhs, the losses incurred after taking over (the period 
stated in Appendix) add upto Rs. 760.98 lakhs; the cumulative losses 
having increased to Rs. 1621.93 lakhs. The bulk of loss is accounted 
for by India United Mills Limited, Bombay. Subsequent to the 
appointment of the authorised controller on 21)th November, 1965 the 
mill had rmttered a loss of Rs. 569.06 lakhs upto 31st December, 1968. 

13. Government have stated in February, 1870 that they have 
examined or are examining the casea of 11 mills for liquidation1 
rccmstruction under Cotton Textile Companies (Management of 
Undertakings and Liquidation or Reconstruction) Act. The National 
Textile Corporation, who submitted their reports to G o v e r n m ~ ~ ~ t  
have ObeeNBd that these mills could be made viable only after fairly 
large scale madernisation. Such investments could be thought of 
only after the milla were brought under the operation of the above 
mmtloned Act and either liquidated or reconstructed. I t  has been 
fbf'thr s h b d  that dm have been issued for liquidation of Sri  



Bharathi Mills Ltd., Pondichery and for reconstruction of Rai Saheb 
Rekchand Gopaldas Mehta, Spinning and Weaving Mills Limited 
Akola. 

[Paragraph No. 77, Audit Report (Civil), 19701. 

1.4. The Ministry of Foreign Trade informed the Committee that 
as on 1-10-1970, there were 660 cotton textile *mills (370 spinning and 
290 composite) in the country and that no assessment as such had 
been made about the mills which could be considered sick but the 
number might be over hundred. Asked if, in addition to the thirteen 
mills mentioned in the Audit para, any further Sick Textile Mills 
had been taken over by the Controller, the Ministry intimated that 
ten more mills had been taken over after 196849. 

1.5. They were the following: 

(1) Om Parasakthi Mills Ltd., Coimbatore. 
(2) Kishnaveni Textiles Ltd., Coimbatore. 
(3) Cambodia Mills Ltd.. Coimbatore. 
(4) Sri Ranga Vilas Spinning and Weaving Mills Ltd.. 

Coimbatore. 
(5)  Ahmedabad New Textile Mills Co. LM., Ahmedabad. 
(6) Himabhai Manufacturing Co. Ltd., Ahmedabad. 
(7) Rajkot Spinning and Weaving Mills Ltd., Rajkot. 
(8) Mahalaxmi Mills Ltd., Bhavnagar. 
(9) New Victoria Mills Co. Ltd., Kanpur. 
(10) Digvijay Spinning and Weaving Co. Ltd., Bombay. 

1.6. During evidence the Committee desired to know the basis for 
talting over the mills. The Additional Secretary, Ministry of Foreign 
Trade stated that it was done on the basis of reporh of surveys 
carried out periodically by the Textile Commissioner and that the 
State Governments also reported on the state of affairs of the nliils 
as and when they were showing signs of neglect and mismanage- 
ment. Asked about the specific reasons for the taking over, the 
witness stated: ". . . ."It may be bad financial position or neglect of 
machinery, neglect of maintenance etc. In the case of reports which 
emanate from State Governments, mostly i t  is from the labour 
angle. They get complaints from the labour unions or the Com- 
missioner of Labour makes a complaint. We check up from the 
Textile Commissioner about the correctness of the report and then 
take a decision to appoint a committee of invastigatiqp." He added 



that "by and large the investigation is ordered on the results of the 
reports of the Textile Commissioner based on surveys!' 

1.7. The Committee enquired whether the financial and other 
viability arpects of a mill were verified before it was taken over. 
The witness stated that i t  was so and added that when it was felt 
that i t  deserved to be scrapped, no action was taken by the Govern- 
ment for taking it over. He further stated that in some cases Gov- 
ernment felt that because the cost of modernisation wa; going to be 
so high it might not be possible to step in and appoint authorised 
controllers. 

1.8. To a question, the witness replied: "In 12 cases, the appoint- 
ment of Authorised Controller was made prior to the enactment of 
the Cotton Textile Companier; (Management of Undertakings and 
Liquidation or Reconstruction) Act. Therc was no  provision for 
either liquidation or reconstruction. The only possibility open was 
to run the mills for a period of five years, to be extended by another 
five years and so on for a maximum period of 15 years and then it 
had to be transferred back to the origmal owners." 

1.9. Asked how the money invested by Government was realised, 
the  witness said: "Previously no Government money was invested 
on equipment or machinery. We advanced money only for the 
working capital and i t  was realised and the interest also had been 
realiscd. In 1966 the Rajasthan High Court held that the Authorised 
Controller cannot draw money for moderanisation and that to some 
exter~t acted against our proposals for investing some money for 
irnpruving the condition of some mills." He went on to say: " W e  
have a proposal to permit some funds to be spent on mod~rnisation 
of mills and we have generally accepted this in principle for certain 
mills having export potential and a sum of Rs. 3 crores is recom- 
mended to the Finance Ministry as an advance to the National 

' Textile Corporation." 

1.10. Asked tc furnish the names of the mills which were closed 
and also those which were on the verge of closure at the time of 
take over, the Ministry intimated that out of the 23 rmlls taken over 
by Government the following four were on the verge of closure and 
the remaining 19 were closed at the time of take over: 

(1) Pratap Spinning, Weaving & Manufacturing Co. Ltd.. 
Amalner. 

(2) India United Mills, Ltd., Bombay. 
(9) H1P.a Mills Ltd., Ujjain. 
(4) Mgvijay Spinning & Weaving Mills Ltd., Bombay. 



1.11. Referring to the appointments of Authorised Controller, the 
Committee asked how they were made. The witness stated: "The 
Central Government appoints them. . . . we get the recommendation 
of the State Government.. . .the qualificztions as such have been 
prescribed. Lately we had requested the State Governments to 
form State Textile Corporations. . . .so that they might be in a posi- 
tion to undertake the management of some of these textile milb 
which are becoming more and more sick in many St~ te s . .  . .in the 
last three or four cases, we have appointed only the State Textile 
t'orporations as the Authorised Controllers." He added further: 
". . . .In suggesting the names of officers for appointment as Autho- 
rised Controllers we try to find an omcer who has had an experience 
of running a textile mill or who has, in any case, experience of 
rnanaaq~g some public sector commercial undertaking." 

1 .!2. Asked to indicate the qualifications and experience in 
Tc:i:ile Tqdustry of each of the Authorised Controllers of the 
twenty-th! ee mills which had been taken over as also the cornposi- 
tion of the Advisory Boards and the availability or otherwise of the 
assistance of financial experts, the Ministry, in a note furnished a 
statement which is reproduced in Appendix I.. . . I t  is seen that while 
thirteen mills are managed by the respective State Textile Corpo- 
rations. the remaining ten are under authorised controllers appointed 
for individual mills. In a number of cases assistance of financial 
rxpcrt is not available to the authorised controllers and the question 
of constitution of Advisory Board is under consideration. 

1.13. As regards the functions of the controller, the witness said 
that he was expected to improve the efRciency of the management, 
improve the fiaancial working and also rectify the damages done 
by the previous management, to put the mill a fairly workable 
condition. The Committee enquired of the powers vested in tke 
controllers. The witness explained: 'The Controller exercises hie 
p m r s  under Section 18, Chapter 111 of the Industries (Development 
and Regulation) Act. Practically. he enjoys all the powers of the 
Board of Directors except that there are certain limitations to the 
exercise of those powers, but we have appointed in some cattea an 
ndviaory committee to advise him with regard to the ex& of 
lhose powers." 

1.14. Drawing attention of the witness to the fh.ncfd results cd 
working of the sick textile mills after the appointment of the a u t b  
rised controller, the Committee enquired whetha the condition of 
any of the mills had improved. The Managing Dhctm, Nltlonal 
Trxtrle Corporation deposed: ". . ..in a fm cara thm o r dddb 



sign of improvement. For example, if you take the Model Mills, 
Nagpur in the yew 1965, the net loss was Rs. 2021 lakhs. It was 
brought down to Rs. 18 lakhs in the next year and in 1967-68 it was 
further brought down to Rs. 12 laWls. In the year 196849 there was 
a profit of Rs. 1 lakh. There was a steady improvement in the re- 
duction of losses and from 1968-69 onwards they are making a 
profit." 

''As regards the R.S.R.G. Mohta Spinning Mills, Akola. from the 
time of its take over, i.e. from 1965 onwards, the losses came down 
from Rs. 5.64 lakhs in 1965-66 to Rs. 2.26 lakhs in 1M6-67. It was 
only Rs. 0.52 lakh in 1967-68. It started making profits fmm 1968-69 
onwards. In 1968-69, the profit was Rs. 6.48 lakhs which was increas- 
ed to Rs. 9.32 lakhs in 1969-70.. . .Then, in the case of the Muir Mills, 
Kanpur also the working results show a decrease in the losses to 
the extent of about Rs. 6 lakhs. The provisional figure for 1970 is 
Rs. 7 lakhs." 

1.15. The Committee also desired to have the date of tzke over, 
cuniulative losses a t  the time of taking over and after taking over, 
and details of financial assistance extended in respect of each of the 
23 mills. The Ministry furnished the following statement in this 
regard: 





Sw-hi Cotton & Flour Milb, Indo*. . . 
39'06 

h g r l  Na#m CoUon Mills, Rainudgaon . 

- - - - - - - - 

42'50 
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r o * j s  (31-82-67) 
Cambodia Milh IM., C h b r t o r e  . . 
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As at the 
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3 8 . u  5.03 (SO? 
31-11-39 
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rcrrntlp 3-06 (NTC' 

31-12-69 
34.16 Do. y . 2 5  (STC) 

1 3 . 6 ~  (NTc) 
(31-12-69? 
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1.16. Asked whether Government analysed in detail the rtasons 

fot continued loss in the textile mills taken over and w h e h r  such 
analysis was carried out every year, the Ministry stated that "the 
Authorised Controllers sent the monthly working results of the mills 
to the National Textile Corporation. The National Textile Carpora- 
tion examines these reports and tenders suitable advices to the 
Authorised Controllers wherever necessary to improve the wo: king 
of the mills and thus increase the profitability." The Ministry also 
intimated that Government issued from time to timf. necessary 
instructions to the Authorised Controllers to improve the working 
rrf the mills and that after the establishment of the Natio~al Textile 
Corporation, the Director (Technical) of the Corporation visited :he 
mills periodically and gave suitable advice to the Authoris~cl Con- 
trollers to improve the working. 

1.17. According to the information furnished bv the Ministry 
orders had been issued for reconstruction under sub-section 2 of Yec- 
tion 4 of the Cctton Textile Companies (Management oi Uidert.tk- 
ings and Liquidation or Reconstruction) Act. 1967 in respect of the 
following 4 mills: 

(1) R.S.R.C. Mohta Spg. & Wvg. Mills (Pvt.) [Ad.. Akola 
(Maharashtra) . 

(2) Swadeshi Cotton and Flour Mills Ltd., Indore (M.P.) 

(3) New Bhopal Textiles Ltd.. Bhopal (M.P.) 

(4) Indian United Mills Ltd.. Bombay (Maharashtra) . 
Orders have h e n  issued for liquidation under Sub-section 1 of Sec- 
tion 4 of the Act in respect of the follcwing two mill?: 

(1) Sri Bharathi Mills Ltd., Pondicherry. 

(2) Bengal Nagpur Cotton Mills Ltd.. Rajnandgaon IMP.) .  
1.18. The Committee pointed out that although these mills !lad 

been taken ever during the last 11 years no consideration WLS given 
to the viability or otherwise of the mills till very rec.mtly. The 
Additional Secretary, Ministry of Foreign Trade explained that ~ h c  
position deteriorated only in 1965-66 and yr or tn that i t  w:is more or 
Iem an isolated phenomenon. He added that as a result of the textile 
misis of 1965-68. the need for bringing in legislation ernpwe~.ing 
govenunent to handle the Sick Mills in a aiitable manne; according 
to the m d i t i o n  of the mill was felt and that the Cotton Textiles 
Companies Act, 1967 was pmd,  The National Textik! Carpwetion 
was set up to deal with the functions envisaged in the Act and to 
act as the agency of Government to exerciae those functi In.; When 



16. Ahmedabad New Textiles Ltd., Ahmedabad . 64.01 s.r.00. 

17. Himlbhai Manufacturing Co. Ltd., Ahrncdnb2d . 22.07 23-95' 

. . . .  18. Cvnl>o;lia Mills. Cqim'Jatorc 23.03 23. 19 

19. Krishnweni Textiles Ltd., Coimbatore . . 18.61 6.00 

20. Sri Ranglvilas Ginning Spg. 81 Wvg. Coimbatore 20.40 16.00. 

21. Raikd Spinning & Weaving Mills, Rajkot 17.67 31.36 

. . . .  22. Mahalaxmi Mills, Bhavnagar 38-87 45.91 

. 1.22. Asked to indicate the amount of bad debts a rd '  the vearly 
administrative expenditure shortly before the t ~ k e  over and year to 
year after the take over in respect of each of the 23 mills, the Minis- 
try furnished a statement which is reproduced at  appendix 11. 

1.23. Referring to one of these two mills to bc 1:quidated i.e. 
Bharathi Mills, Pondicherry, it was explained durine erjdence that 
the liquidation order was passed in September. 19C0 after ccmsulting 
Pondicherry Administration but the Indian Bank one of tho creditors 
of the company, had filed an objection and the matter was iikcly to. 
be taken up by the court soon. 

1.24. As regards the other mill, i.e., Bengal Nagpur Cntlnn Mills. 
Rainandgaon, the Committee were furnished with t"l f~l lowing 
yearwise profit and loss figures: 

Year Amount Profit!Loss 
(1.1 lakhs of 

Rs.) 

Loss 
Loss 
Loss 
L9s.q 
Profit 
Profit 
L999 

Profit 

Profit 

Profit 



1.25. Asked wny, m spite of its showmg steady profit since the 
year 1064, this mill was being liquidated, the representative from 
the National Textile Corporation, stated: "The machinery is very 
old in .this mill. They are showing a little profit because of a pecu- 
liar situation there. The wages of labour are lower as compared to 
other areas. There are no other industrial concerns there and, 
therefore, this mill has been getting labour cheaply. The labour 
wage, on an average, is Rs. 90 as compared to Rs. 180 in Bombay and 
Rs. 185 in Ahmedabad. Because of this, the mill has been making 
a little profit. Then, when the decision for liquidztion was taken, 
the accounts for 1963 onwards were not made available to the Con- 
troller. As such, the extent of liability was unknown. Because of 
these conditions, we suggested that it should be liquidated." . 

1.26. Asked if the Corporation was performing its funtions SUC- 
cessfully, it was stated that the Corporation was handline; all t!le 
aspects of these mills besides giving them technical advice and ex- 
pertise. The witness further stated that the organisation was being 
strengthened in the technical and financial wings. so as to render 
useful advice to the mills in distress. The representative from the 
National Textile Corporatimon added: "Corporation advise< on the 
purchase of cotton of particular type, depending upon the manufac- 
turlng capacitv of the individual concern and we advise on the 
know-how and also about marketing and about fluctuati~g market 
conditions and changes in the pattern of producticn." 

1.27. The Committee wanted to know the basis on which the 
National Textile Corporation recommends reconstruction or liquida- 
tion of the mills. In reply, the Managing Director, National Textile 
Corporation, stated: "In regard to mills where currcnt liabilities 
exceed the current assets of the mills, we recommend liqrridatic~n. 
Apart from that, what is the state of machinery is aqother factor 
that is taken into consideration. There is also the factor of invest- 
ment of Governments funds in the mill. 

1.28. As regards reconstruction, the quantum of i n~r4 rnen t  I>v 
the Government in the mill is one factor. The loan?. etc.. after the 
take over of the mills are not scaled down. The Government alw 
takes into consideration the state of machinery. to determine whether 
i t  is an economical and viable unit. We also go in for prioritv 
modernisation to which we have made a reference elsewhere. We 
can make a priority investment by way of modernisstinn and try 
to bring up  the mill in anticipation of the formal reconstructinn sub- 
sequently under the provision of the Cotton Textile Ccmpa~ies Act. 
Another factor is tha' ir, the c3sc of reccmtruction. the past losses 



of the milk and the deprecietian are camied forwhld. B~bsequent- 
ly, when the mill does m a  a profit, kre have the acbntege of ia- 
Come-tax, i.e., set off against -f&ure profit!% / I I  

These are some of the broad criteria which are hken into con- 
sideration while deciding on liquidation vis-a-vis recoristruction of 
a unit. 

1.29. It was stated during evidence that one of the measures in 
the wholesale reconstruction of the mill was a scheme of retrench- 
ment and removal of surplus labour involving about Iis. 1.34 crores 
pertaining to 16 mills. 

1.30. The Ministry, in a note: further stated that this .was expect- 
ed to result in an annual saving of Rs. 124 lakhs in the wage bills 
of these mills. The Committee desired to be furnisked with the 
following details i.e. the name of the mill, its financid burden due 
to excess staff and the extent of overstaffing. The Mirktry submit- 
ted the following statement in this regard: 

Name of the mills 
Financial The extent of 

burden on over 
each of the staffing 

mills on ac- 
count of excess 

staff 

I. 

2. 

3. 
4. 
5. 
a. 
;. 

' 8 .  

ICI. 

XI. 

12. 

13. 

14 

1:. 

11:. 

New Maneckchock Mills, Ahmedabad . . 
Ahmedabad New Textiles. Ahmedabad . . 
Himlb'ni Mmuiacturint C3., A\m:da5aJ . 
Hira Mills, Uiiain . . . . . . 
New 8'1mai T x t i l e ~ ,  5hma1 . . . . 
Swadnhi C3tton a?d Flour Mills. Indore . . 
tndia Unitcd Mills, B~mbay . . . . 

U ~ 3 : l M i l l s , N ~ ~ ~ u r  . . . . . 
D;:viiay SY;. k W J X  Mills, B ~ n b i y  . . 
Om Pirwdcthi .Mills, Coimbatore . . . 
Cvnbodia Mills, C h b a t o r e  . . . . 
Kishnaveni Textiles, Coimbatore . . . 
Sri Rangavilas Gng. Spg. and Wvg. Mills, Coim- 
batore . . . . . . . . 
Mlir Mills, Kmpar. . . . . . 
N:w Vi".t'~ria Mills, Knnpur . . . . 
.UAalak8hni hliils, Bznwar . . . . 

TOTAL . . . . 



1.31. The Committee enquired whether there was any scheme to 
utilise the surplus l a b u r  as a result or retrenchment from these 
mills. !The witness replied: ". . . .We have gone into this almost 
mill by mill, and. . . .we have a proposal for rationalisation labour 
where some of the more aged and sick and infirm or disabled peo- 
ple will be given compensation; that will reduce the liability on 
account of labour." As regards the future programme of rehabili- 
tation of surplus labour, the representative from the National Tex- 
tile Corporation added: ". . . .We should work the mills round the 
clock throughout the seven days of the week. That will work out 
to 16 per cent more labour needed. So the surplus labour that may 
be thrown out on account of modernisation we will try to absorb 
them in the third shift and in the seventh working day." Asked 
wheiher any training facilities would be provided to the excess 
staff, so as to be rehabilitated in other productive industries, the 
Ministry, in a note, have stated that this matter had not so far been 
considered by Government. 

1.32. Referring to the Audit para wherein it was stated that loans 
and guarantees were given to the thirteen mills by Central and 
State Governments, the Committee desired to know the names of 
the mills which received loans and guarantees from the Central 
Government. The Ministry have intimated that the following four 
have been the recipients of Central loans and guarantees. 

(1) India United Mills Ltd., Bombay. 
(2) Muir Mills Ltd., Kanpur. 
(3) Sri Bharati Mills Ltd., Pondicherry. 
(4) Digvijay Spinning and Weaving Co. Ltd., Bombay. 

1.33. The latest available position of paid up share capital, accu- 
mulated losses and current assets and liabilities in respect of the 
four mills assisted by Central Government are as follows: 

(As on 31-12-69) 
--. 

N m e  of the Mill Paid up Accumut- Cwmt ClpTent 
share lated assets liabilities 

capital losses 

(In lakhs of Rupees) 
r. The Indieunited Mills Ltd., 

Bombay. 250 929 570 577 
2. The Muir Mills Co. Ltd., 

#snpur. . . . 60 98 147 % 
3. S k i  Bharpti Mills Ltd., 

Pondicherrp. . . 50 105 43 47 
4. The D W W  Splnhg & 

Wewing Co. Ltd., Bombay . u 2orl 1x4 151 



1.34. The Committee pointed out that while the National Textile 
Corporation was under the purview of the C. 8z A.G., the mills which 
received the loans from the Corporation did not come under his 
jurisdiction. The Committee enquired whether such a position was 
not anomolous. The Additional Secretary, Ministry of Foreign 
Trade stated: ". . . .We are seized of the matter. We are consulting 
the State Governments concerned about the desirability of the 
audit being conducted in these mills by the C. & A.G." Asked whe- 
ther audit by C. & A.G. 01 the accounts of the mills taken over by 
the authorised controllers would be acceptable, the Managing 
?:rector, N.T.C. stated: "I have myself taken up this question with 
one or ~ T V J  State Governments and also discussed with them. They 
said that they would iook into this matter. We have also discussed 
this at the official level and I find that at this level there was na 
serious objection." 

1.35. The Committee arc concerned to note that as many as 100 
cotton textile mills out of 660 in the country are sick and that the 
problem facing, these textile mills had got accentuated since 1965-66. 
The Committee consider that Government should have carried out 
a study in depth of the problems afflicting the textile inamtry and 
taken timely remedial measures to sustain the industry. 

1.36. Management of 23 mills which were closed or on the verge 
of colsure had been vested in authorised controllers appointed by 
Government nnde- the Industries (Development and Regulation) 
Act, 1951. The accun~~~?a",ed losses of these mills which were Rs. 1607 
lakhs prior to take over by the authorised cantroUers increased to 
Ks. 2636 Iakhs subsequently. The Committee desire that reasons for 
the continued losses should be gone into thoroughly and urgent steps 
taken to liquidsfe or reconstruct the mills. The Committee were, 
however, given to .understand that orders have been passed for 
reconstruction under Sub-section 2 of Section 4 of the Cotton Tex- 
tile Compznies (Management of Undertakings and Liquidation or 
Reconstruction) Act, t967 in respect of 4 mills and for liquidation 
under Sub-section 1 of Scction 4 of the Act in respect of two mills. 

1.37. In respect of textile mills which have been taken over by 
Government, the Committee would like Government to put this 
opportunity to effective use by modernising the mills taking into 
account the trends of consumer requirements within the country and 
the export market.. They would also like Government to see how 
far the production in these textile mills could be sustained and step- 
ped up to meet requirements for common varietis of cloth which 



are in demand by the public. It should in particular, be ensured 
the textile mills produce the cloth at most competitive rates 

-30 as to hold the price line. 

1.38. The malady that afflicted the mills arose out of a combina- 
tion of factors such as gross mis-management, lack of funds, inade- 
quacy of raw cotton, surplus staff, old and outdated machinery etc. 
-.The Committee understand that assistance is being rendered by the 
'National Textile Corporation in the purchase of cotton at economic 
prices. The Committee feel that the long term solution lies in 
increasing the production of cotton iim the country. Accordingly, 
%hey would suggest that a suitable sche'me should be evolved to 
-ensure that the production is stepped up substantially in view of the 
strategic position of the textile industry in the economy as a whole. 

1.39. The Committee find that there are 5907 surplus staff in 16 
.mills taken over by the authorised controllers accomting for a finan- 
cial burden of Rs. 10.31 lakhs per month. The Committee are con- 
cerned to note a significant rise in establishment expenditure in 
respect of quite 8 few mills after thcir take over by authorised con- 
.trollers. A scheme has been formulated already for rationalisation, 
.of labour strength which is expected to result in a saving of Rs. 1.24 
crores per annurn in the wage bills of these m'lls. The Committee 
would urge that suitable training facilities should be provided to 
labour who are farrnd surplus so as to facilitate their gainful absorp- 
tion i l k  other production units. The Committee would like to be 
apprised of the progress ~ ~ i s d e  in this regard. 

1.40. The requirements for modernisation in respect of 22 mills 
as ?cwsierl by the National Textile Corporation work out to RE. 15.73 
crores. The Committee were, however. informed that Government 
have accepted the need for about Rs. 3 crores worth of equipment 
in~mediately in respect of mills having export potential. The Com- 
mittee would urge that the immediate requirements of other mills 
should also be examined by Government early. 

1.41. From the particulars of authorised controllers of all the 23 
mills taken over intimated by the Ministry, the Committee find that 
while 13 mills are managed by the respective State Textile Corpora- 
tions the remaining are under authorised controllers appointed for 
individual mills. The authorised controllers nre not all experts in 

.the field. Further in a number of cases experts financial assistance 
is not available to them and the question of contitution of Advisory 
Board is under consideration. In this connection the Committee 
-wish to observe that the States which at present do not hare Textile 



Corpor~tigros ~ f ,  tb& own sbuM be wggd bo ast qp w so tba 
r&+bilitatjloa nsd management of the mills takm over eouM be dnsr, 
jointly by the States and the Centre. T h y  w d d  ah0 Ukg G O ~ e ~ l l r  
ment to ensure that the assistance of an expert in finance, accounts 
and a u a  is ava i l ak  b the manageared of each mi& 

1.42 As regards four mills assisted by Central Government, the 
positian that emerges from the annual accounts is very depressiag- 
The accumulated losses of all these mills (Rs. 1336 lakhs) exceed: 
the paid-up share capital (Rs. 384 lakhs) by Rs. 952 lakhs. The 
current liabilities of the mills exceed the current assets in all the 
cases except one. The Committee .note that Government have 
decided to liquidate one of these mills. They wish to emphasise 
that the of the remaining mills to grow into viable econo- 
mic units with investment of reasonable amount of funds should be 
carefully gone into before proposing reconstruction. The Committee 
do not favour handing back the mills to previous owners who have 
grossly mismanaged them. 

L43..The Committee find that while the National Textile Cor- 
poration is within the purview of audit of the Comptroller d 
Auditor General, the mills which received substantial financial 
assistance in the form of loans and guarantees from Central and 
State Governments Corporations are not. As this is not a satisfae- 
tory arrangement, the Committee feel that the Comptroller and 
Auditor General should be empowered or requested on a consent 
basis by incorporating suitable provisions in the relevimt agreements 
to audit the accounts of such mills. As it is already under conside- 
ration, the Committee would like Government to settle the matter 
early in consultation with the State Governments. 

Introduction 
Audit Paragraph 

1.44. Pathini Tea Estate comprising of a total area of 2.412 hec- 
tares was being run by a sterling company incorporated in the U.K. 
It was found unremunerative by the Company and was purchased 
by Government w.e.f. 1st January, 1965 on grounds of strategic situa- 
tion and fnational interest. 

1.45. The physical possession of the Estate was taken over in 
February, 1066 on payment of a total consideration of Rs. 18.03 lakhs 
(Bs. 16.00 lakhs for land, buildings, plant and machinery and t r a m  
port md Ra 2.03 lakhs for stroes and furniture) in January, 1966. 



1.4.6 Tfte Estate is being managed through the previotrs agents. 
of sterling aompany on the following terms and conditions, which 
were also applicable before its take-over by Governmenk- 

(i) A commissian at the rate of 14 per cent on the gross 
proceeds of tea crops. 

(ii) A commission of 2 per cent on the net annual revenue, 
profits of the Estate after payment of taxes. 

(iii) Reimbursement of actual expenditure incurred on statio- 
nery, postage, etc. limited to a maximum of Rs. 2,500 per 
annum. 

[Paragraph 81, Pages 122-123 of Audit Report (Civil), 19701 

1.47. During evidenece, the Additional Secretary, Ministry of 
Foreign Trade stated: ". . . .the previous owners of these gardens 
were negotiating the private sale of the estate to another party and 
this came for the approval of the Reserve Bank of India, who in 
turn consulted the Tea Board. The Tea Board brought this fact to 
the notice of Government stating thst this estate is on the border; 
of our neighbour, a strategic im:33rtance, and it was also being pro- 
po~ed to be sold.. . . . .and t'lis was then recommeinded by the Tea 
Board that it might be ad~sntageous if the Government acquire pos- 
session of the estate." 

1.48. The witness added: "As far as could be seen from the 
agreement entered into, the intention was to run it as a paying com- 
cern and also obtain strategic control of the estate.. . . .They wanted 
to continue it as a ruqning concern practically on the lines of the 
agreement which existed prior to the taking over." 

1.49. The Committee enquired about the measures taken by Gov- 
ernment to make it a paying concern. The Additional Secretary of 
the Ministry stated that an advisory board was constituted with the 
Chairman of the Tea Board, a representative of the company and 
two representatives of Government to advise the management and 
that action was duly taken on whatever advice was tendered by the 
advisory committee from time to time. 

1.50. To a question whether the company which was managing 
the estate was making profits before it was taken over, the witmess 
replied that their profit in 1963 was Rs. 2,95,000, in 1964 Rs. 2,50,0001 
and in 1966, it was Rs. 76,000. 



1.51. Referring to the continuance of the same management of 
the  estate even after take over by Government, the Committee en- 
quired whether, iu view of its stratgic importance, it was not felt 
ne.cessar to change the management. The witness stated: "The 
possibility of running it directly was considered, but we did not 
have any competent person nor the machinery for taking over the 
mmagement cf such an estate. Moreover, there was nothing to sug- 
gert that the . . . .company were in any way unsuitable for continu- 
ing the managemwt. There was nothing tdverse against them.. . . 
I think the guiding consideration was that there should be no  inter- 
ruption of production by change of management." Asked on what 
date the decisio:l to continue the same managament was taken, the 
Ministry, in a note, stated that it was decided in January, 1966 to 
continue the same management for a period of 12 calendar months 
with effect from 1.2.1966. 

1.52. The Committee desired to know the amounts paid to the 
management by way of commission since the year 196G. The follow- 
ing are the data given by the witness in this regard: 

Year 
Commission on Cammission on 

Profit'. the crop 

I969 S,' 5 1,003 -- - - - - - -- -- - - - - - . - - - - - - - - -- 
1.53. Comparing the above figures with those of tikc. p.-.>vious 

years, the Additional Secretary, Ministry of Foreign Tlade added: 
"Prior to 1965 they were getting roughly Rs. 30,000, 34,ObJ. 29,000, 
38,000 and 40,000 from the crop and Rs. 5,000,700 and so on. On an 
average, they got r ~ x r l y  Rs. 10,000 (ten thousand) less in those years. 
The ban, of the cnmmission is somewhat unsatisfactory." - - - - - - - -- --- 

*According to the proforma accounts, the following have beenshown in the Revenue 
Accounts :- 

Year Commission on Commission on 
Profit the crop --------- ---------- -- 

Rs . Rs. 



1.54. Pointing to one of the terms and conditions in the agreement 
with the agents, which entitled his to a commission a t  the rate of 
14 per cent on the gross proceeds of tea crops the Committee enquir- 
ed whether i t  would not discourage replantation as well as new plan- 
tation. The witness replied: "That was a defect of the terms of the 
agreement by continuing on an annual basis." 

1.55. Asked when the fact that the agreement was defective, 
came to the notice of Government, the witness stated t3at this came 
to their notice in a letter written by the Chairman of the Tea Board 
on 21st April, 1969. The Ministry, subsequently furnished a copy of 
the letter which is reproduced at appendix 111. The sailernt points 
that are mentioned in the letter are summarised below: 

(i) Estate made somc profit in 1966-67 and was likely to lose 
nearly Rs. 1.50 lakhs in the year 1959. Loss of 1968 not 
known, as so far, c!lly 2/3 of the crcp of 1968 had been 
sold. 

(ii) Revenue exprnditure of the garden had gone u? by Rs. 4.33 
lakhs above the estimated expenditure. 

(iii) Packing was disappointing and the net weight per chest 
was at least 5 kg. lower than the other gardens, entailing 
l i l  exce-s expenditure of Rs. 51.OG2 on this account. As 
the chest were supplied by the Managing Agents. there 
misht ? I ,  1.c 5cer an indication to the garden rilanager to 
utilise ]nore chests than were necessary, resulting in a 
loss to the estate but a profit to the Managing Agents. 

(iv) Vacancies in mature tea have increased to 30 per cent and 
the loss of crop duc to this increased nccordingly. 

(v) The standard of plucking was poor throughout the season. 

(vi) A high percentage of secondary and artificial teas were 
produced which were almost unfit for sale. 

(vii) The extension planting was very disappointing; the sap- 
lings which were far too small were planted at the wrong 
time of the pear. and nll the plants of clones Numbers.. . . 



have died as a result of being overgrown by jungle during. 
the rains. 

1.56. The letter concluded stating that while i t  was wrong to en- 
trust a garden to a Managing Agmt who had sold the garden after 
finding cut that they could not run it profitably, closer watch should 
be kept on them throughout the current year and that the decision to 
pass on this estate to a reliable firm on a long term lease should be 
taken up immediately so that the present agetnts did not continue 
for tbe year 1970. 

1.57. The Committee pointed out that the present arrangement 
would come to an end on 31st December, 1970 and enquired whether 
Government had taken steps to review the position for future. The 
witness stated that it was precisely for the reasom that Ihc lessee 
might not take sufficient interest in investment in replantations that 
the estate was proposed to be leased out on a long term basis for a 
period of twenty years. He added: "So tenders were invited on that 
basis in November, 1969. 12 were received on 13th January, 1970.. . . 
This was examined by the Chairman of the Tea Board. His recom- 
mendation was that none of these people had any substantial expe- 
rience of managing a tea garden. He recommended rejection of all 
tenders." To a question why there was a delay of 3 years im leasing 
the property on a long term basis when the physical possession of 
the estate was taken over in 1966, the witness replied: "I cannot 
find any specific reason." Asked about its present position, the wit- 
mess explained that Government was thinking of forming a National 
Tea Company, one of the functions of which would be to explore 
the possibilities of taking over such tea estates. If this company was 
not in a position to take it over, then fresh tenders on a long term 
basis might be invited. 

1.58. The Committee note that the intention of Government in 
purchasing the Pathini Tea Estate was to run it as a paying concern 
ana also to obtain control of an area of strategic importance. The 
estate was, however, mntinued to be managed by the agents of the 
previous owners. The continuance of the agents on an annual basis 
mad relating the commission payable to them to the m s  proceeds 
of tea crops, which were admittedly urnsatisfactory features of the 
agreement, acted as a disincentive to take up replantation and new 
plantation. Only in November, 1969, attempts were made to lease 



oat the obL t 1- tm!m Basis. The CommSUee were not given 
any specific reasons f ir  t&e delay ef pvem tbree years in taking this 
step. They could like to know why the lacunae in the agreement 
could nbt be noticed a d  remedial d e p s  taken eadier. Tbey would 
also like to brow the progtess made in handing over the estete to 
the proposed National Tea Compawy or to lease it out on long term 
basis. 

Audit Paragraph 
1.59. (i) The total area of the Estate is 2,412 hectares, out of which 

78'7 hectares are registered for tea cultivation. The remaining area 
includes; 

(A) 92.77 acres not included by the State Government in the 
waste land grants and pattas granted after second resettle- 
ment operations. The Management have filed an objection 
petition and the case is sub-juclice (February, 1970). 

(B) 144.82 acres occupied by a foreign Government since 
1962-63. 

(C) 228 acres occupied by refugees and others. A case has 
been filed for the eviction of the persons who forcibly 
occupied 64 acres of land. 

(ii) The age-wise analysis of the area used for cultivation of tea 
at the time of take-over of the Estate by Government is indicated 
below :- 

Ann Avc nge 
(in hec- yield per 
t ~ t r ~ >  hectare 

(in Km) 

,, 4I-P Ye- 

,, 26- w= 
,, 11-25 ycam 

Under 5 yeus 9 . . 
Fallow for pl~tiqg 53 . . -- 

- 787 



1.60. It will be seen from above that the best productivity ia bet- 
ween the age groups of 5-10 years and 26-40 gears. 

1.61. According to the Ministry, development of the Tea Estate 
was to entail new plantation as well as replantation which was 
expected to yield results after 5 years. 

1.62. I t  was, however, noticed that, during the years 1965-68, only 
8 hectares were added to the productive age-group of 5-10 years 
and another 36 hectares were brought under plantation. No area 
from the over-aged groups, i.e. 41 and above years old plants, was 
replanted during these years. 
[Paragraph 81, Pages 123-1 24 of Audit Report (Civil), 19701. 

1.63. The Ministry, in a note, submitted to the Corninittee stated 
that while new planting was undertaken on 3.91 hectares during 
1969, no replanting was done. 

1.64. During evidence the Committee enquired whether any survey 
with a view to increasing the area under tea cultivation had been 
carried out by Government after the take over of the estate. The 
Director, Tea Board, stated: "No re-survey has been carried o'clt. 
A survey was carried out by the previous owners." Asked whether 
Government examined the scope for increasing the profitability of 
the estate atleast on the basis of the survey conducted by the prc- 
vious owners, the witness added: "I am afraid the ?rsv:er is in the 
negative. We accept the omission. We will have it expeditcd." 
He went on further to say: "I regret that we have only continued 
the system of management that prevailed prior to the transfer with- 
out really taking interest in seeing that sufficient funds are allotted 
for replantation and also to see that the potential of the estate is 
really exploited." 

1.65. Referring to the 92.77 acres of land not included in the waste 
land grant during second settlement and the subsequent filling of an 
objection petition by the Management, the Committee enquired 
whether this fact was mentioned in the original report of the Tea 
Board, on the basis of which the purchase of estate was finalised. 
The Ministry, in their note, stated that in the report of the Tea 
Board dated 6.8.1964, there is no mention of 92.77 acres not having 
been included by the State Government in the waste land grants 
and patta referred to. 

1.66. As regards the latest position of the case, the Ministry have 
furnished the following informatics (September, 1970) : 
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"Objection petitions were filled on 29.6.65, 29.10.68 and 7.12.68 
and a&entPs recent letter to the Deputy Commissioner 
dated 13.7.70. Deputy Commissioaer, Cachar directed 
S.D.O. Karirnganj to go into the matter personally. I t  is 
understood that the matter will be dealt with after the 
decision of Assam High Court where Assam Government 
have appealed against an order of Silchar Court regarding 
same area of waste land grant is available." 

1.67. Referring to the area occupied by a foreign Government, 
the Committee called for information on the exact date of its occu- 

' pation. In their reply (January, 1971), the Ministry of Foreign 
Trade stated that the exact date of occupation was not known. I t  
had, however, been ascertained that it was piesumably occupied jn 
1962-63. To a question whether the Managing Agents of the Estate 
informed Government about its occupation by a foreign power at 
any time, the J o h t  Secretary, Ministry of External Affairs replied: 
"My i!~f:.rmation is that we got the information from the Assam 
Government, initially from the Defence Ministry." The Ministry, 
in a note subsequently furnished to the Committee, have stated: 
"It has been reported that the Deputy Commissimer, Cachar was 
informed of the encroachment by the Garden Manager. A formal 
petition was submitted by the garden manager on 11.5.1967 to the 
Government of Assam in the Revenue Department'Controller of 
the District of Cachar, Silchar, requesting inter-alia for esemption 
from payment of land revenue on the areas of the Pathini Tea 
Estate occupid. . . ." 

1.68. As regards the area of 228 acres occupied by refugees and 
others, the Additional Secretary, Ministry of Foreign Trade, said 
during evidence that 64 acres were given in 1950 as part of an 
arrangement and that nothing was being done to distrub that com- 
mitment by the estate and that subsequent to 1950, encroachment 
had taken place on about 164 acres by the refugees. The Ministry 
subsequently furnished the following details in regard to eviction 
suits filed against the encroaches: 

"(a) a case under 144 was filed at Criminal Court. Karimganj 
on 6.5.68. 

(b) the paddy were attached in November, 1968 by the S.D.O.. 
Karimganj and the order has been passed for auction sale 
under Sec. 145. 

(c) second party filed injunctlon in November, 1968 and the  
same was vacated on 2.12.68; and 



(d) second party filed a civil suit on 2.la.q a d  it was with- 
drawn by them in 196gj70. %-the If& .advice received 
by the agents they are now prepad to start cases of 
eviction against each individud." 

1.69. From the data given in the Audit para, the Committee found 
that out of 2412 hectares, only an area about 975 hectares had been 
accounted for. The Committee desired to be furnished with the 
details of the balance area. In reply, the Ministry have submitted 
the following information: 

( i )  Area UnderTea 

(9 Area urada Bungalow. Staff Quarters etc. 

(iii) Area under labour line 

1962.88 acm 

85.00 acres 

424.81 acres 

(iv) Areagiven to working labourus of the Garden for their 
maintenance r 158.93 acres 

(v) Areas under possession of Non-working labourers and 
others on licence 14.50 acres 

(ti) Area under Forests 391.33 .. 
(v$ Area under Bamboo 

(vii13 Area under thatch 

(ix) Area under grazing 

(x) Area unda Roads, Drains etc. 

(m-l Area under Bazar 

(xi9 Area under Schools 

(mu3 Area under Mosque, Church, Puja Mandap, Burial 
ground etc 20.00 ,, 

(xh) Area under occupation of Foreign Government 14.4'82 ,, 

(rvi) Area cukivatad by management 60.00 ,, 
(xu$ Area cultivated by outsiders ~65.28 ,, 

(XX) Area unda military camp 

TOTAL 

1.70. The Committee regret to note that no attempts were made 
by Qaveimment to make the estate protitable. Neitkat any survey 
was conducted by Government after the purchase of the estate nor 
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i. 

was the scope for increasing t$ profitability on, the basis of the 
survey 'said to have been conducted by the previous management 
examined. Out of the total area of 2,412 hectares the area under tea 
is only 787 hectares. About two-third of the plantation is over 40 
years old. Only about 40 hectares were brought under new planta- 
tion during 1965-68 and no area was replanted. The Committee 
hope that necessary action to improve the yield will be taken early. 

1.71. The Committee note that the fact that an area of 92.77 acres 
of the estate was not included in the waste land grants and 'pattas' 
during second resettlement operations was not brought to the notice 
of Government at the time of purchase of the estate. They would 
like to know how this fact was over-looked and how far the price 
actually paid for the estate was justified in the absence of this infor- 
mation. 

1.72. The Committee fvirther note that an area of 144.82 acres is 
occupied by a foreign Government since 1962-63. The garden mana- 
ger of the Estate appeared to have reported the encroarhnlent in 
writing to the Government of Assam only in May, 1967. The Com- 
mittee are distressed to note the serious lapse on the part of Gov- 
ernment in having overlooked the illegal occupation of a part of 
the estate by a foreign power which remained undetected for a long 
time and for which no effective stens seem to have been taken for 
recovers. The Committee would like to he aaprised of the action 
taken and the results thereof. 

Audit Paragraph 
173. ( i )  The table below indicates the quantitv of green leaves 

vlucked, tea made at drier mouth, tea waste, saleable tea. etc.. during 
the 4 wars:- 
-_ _ _  - - -  - - - - - -  

Green Leaves plucked 23.28.821 21.29,222 29.77,917 29,71,918 

Tea made at drier mouth . 5.43.885 6~5,191 6.65,341 6,509664 

Saleable tea . 
(2-41 

Percerlhpe af tea waste te 
tea made .t drier mouth 2.48% 2.08% 4.22% 4-86O6 



1.74. I t  will be seen that there was a conti.n.uous &cline in the 
recovery of tea from the green lebves arid t$t the percentage of 
tea waste rose sharply in 1967 and 1968 over t?le figure for 1966, 
~esides,  the percentage of tea waste was much higher than the norm 
of below 1 per cent recommended in the manufacturing report for 
1965 season. The value of the waste, in excess of the norm of 1 per 
cent., at the average selling prices of good tea during the years 1965, 
1966, 1967 and 1968, was Rs. 38,347, Rs. 31,578, Rs. 1,02,583 and 
Rs. 1,11,395 respectively. 

1.75. According to the Management, the recovery of tea from 
green leaves depended on moisture content and rainy weather and 
varied from year to year. It may, however, be mentioned in this 
connection that, although the Department had introduced in late 
1967 the improved method (C.T.C.) of manufacturing tea at a totaI 
cost of Rs. 1.49 lakhs, the tea recovery from green leaves did not 
show any improvement in 1968. 

1.76. (ii) The table below indicates the position of product-wise 
percentage of production to total production of different grades of 
tea produced during 1967 and 1968 and average selling price:- 

1967 1968 
Grade 

Percentage Average Pircentage Average 
to total prlce to total price 

production per Kg. production per K g 

(a) Primary grades 

I. OF 

2 . F .  , 

3 . D .  . 

4. BPS . 

5. BOP 

6. BP . . 

7. PD 

8. CD 

Rs. Rs. 



1967 c 1968 Gmde d 

PcrcentoBe Average Parentage Avenge 
to total pricc to total priw 

production per Kg. production per Kg. 

(b) Secondary grades; Rs. Re. 

5. PD-I . 12-55 3'29 3'57 

( CD. I, I.'-I etc. . . . 2.48 3-90 to 3.60 6.50 3.43 to 3.25 - --- 
--. 39-68 26.39 - 
hc; i :-1 f c dblr fc r 1565 ar.d 1966 not given os the procc ss of manufacture won changed 

in 1967. 
1.77 According to the manufacturing report for 1967 season, the 

percentage of primary grades including dust was low and was to 
he increased to about 75 to 80 per cent. in 1968, the emphasis being 
laid on the production of broken grades (30 per cent to 35 per cent) 
as opposed to fannings. The overall percentage of primary grades 
and secondary grades in 1968 was, however, 73.61 and 26.39 respec- 
tively. The bulk of secondary tea was of doubtful quality and had 
to be sold at a price below the cost of production. 

1.78. The higher production of secondary tea has been attributed 
to lack of processing machinery and drier capacity (resulting from 
inadequate boiler capacity), artificial withering facilities, etc. 

[Paragraph 81, Pages 124--126 of Audit Report (Civil), 19701 
1.79. The Ministry have furnished the following figures for the 

item mentioned against each, for the year 1969. 
(I) Green leaves plucked . . . . . . 28,85632 KP. 

(a) Tea rnak at drier mouth . . . . . 6,36,371@Kg. 
(3) Percentage of furnished tea to green leaf . . . 21-54 1,. 

(5) Sdeahle tea . , , . . . . . 6,27424 @Kgs. 

(6) Percentage of tea wlstc to tea made at driu mouth . 1-38 0: 

(7) Vdue of tea waste ia exass of the norm of one per cent 
at the average relling prices of ecmd tea during 1969 . 12,974.m Rs. . -- 

@A~~ordtng to Audit, the 6@re oE tea wade rt drkr lroutb and rpkable tea should bc 
4'0,337 Kp. a ~ d  6.AlpW Ye*. 



1.80. The Committee enquired the reasons for the decline in pro- 
duction after 1967. The Additional Secretary, Ministry of Foreign 
Trade attributed the shortfall in production during 1968 to unprece- 
dented drought during the winter months of 1968 which affected 
the yield of the bushes. As regards the percentage of finished tea 
to  plucked leaf varying between 21 to 24 per cent, the representative 
of the Tea Board stated: "The maximum crop is harvested during 
the monsoon when the normal recovery is as low as 18 per cent. 
The figures which I have mentioned are the averages for the year 
which take into account the figures for the earlier part of the year 
April-May and the latter half of the season, namely. October-Dec- 
ember where there is not much moisture in the air." Asked how 
the output was better in 1969, he replied that there were seasonal 
1 iriations. 

1.81. The Committee enquired how the percentage of tea waste 
to tea made at drier mouth had gone up from 2.06 per cent in 1966 
to 4.22 per cent in 1967. The witness stated that it was so because 
there was a change over to the CTC method of manufacture. Asked 
whether it was proper to change to a system which resulted in more 
tea getting wasted, the witness deposed: Though the wastage per- 
centage increased, the quality of the tea also increased with the 
result that we were getting a little higher price, depending upon 
the marketing machanism in UK." He added: "All the same, I 
would not say that 4 per cent is a satisfactory figure. It is a high 
figure. Attempts are being made to bring it down to a lower figure. 
Initially, there were some teething troubles when CTC was first 
introduced and one of the machines could not be put to ope~.stion." 

1.82. Asked who declared the tea as waste, the witness stated: 
"Generally speaking, at the level of the garden management, when 
they find that the content of fibre is too much, they themselves call 
it as tea waste." He further stated that inspectors of the Tea Board 
visit the estates periodically for drawing samples, and if (contrary 
to the management's opinion. they felt that it was not upto the 
required standard, samples were then taken and sent to the Board 
for chemical analysis in a Government laboratorv. whose report 
decided whether it was suitable or otherwise for human consump- 
tion. Drawing attention of the witness to the audit para regarding 
the huge quantity of tea found unfit for human consumption, the 
Committee asked how it had happened. The representative of the 

Tea Board stated that when tea chests were damaged at tea sheds 
and tea 'fell on the floor and that such quantity of tea was not sent 
9or auctiom k t  was declared unfit. 
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1.83. The Committee enquired how the tea wasps were utilised. 

The witness stated that it was either sold to the caffeine manufac- 
turers who were licensed to buy it or, if there was no demand from 
nure for use destroyed in the Estate itself in the presunce of excise 
staff. To a query whether the tea waste can be mixed with cattle 
manure for use as a fertiliser, the witness stated: "When cattle 
manure was being utilised, tea waste was mixed with that. But 
subsequently it has beeii found that application of cattle manure 
in young tea-gives the presence of cockchafers which damage the 
plants. Therefore people are relying more on chemical fertilisers 
than on cattle manure and tea waste." The Committee then refer- 
red to the research papers of the Tea Research Association Toklai 
Experimental Station (Sl. No. 97, l )  which stated that "tea waste 
mixed with cattle manure may, however, be applied with advantage 
without composing provided it is tried at least one year before plant- 
ing of tea." The Additional Secretary, Ministry of Foreign Trade 
leplied: "I shall pursue this. We were under the impression that 
it had to be disposed of by burning." 

1.84. The Committee were informed that figures for tea produc- 
tion of primary and secondary grades which were shown in Sub 
para 3(ii) of the audit paragraph required revision. The Committee 
enquired on what basis these gradations were changed. The witness 
explained: "The difference in primary and secondary grades is 
usually in appearance. If the manufacture and standard of leaf 
plucked has been good, then all the grades that are obtained in the 
first and second sortings are generally classified as primary g r a a r ~ .  
This is, of course, not a very standard norm. Normally, they are 
either called leaf grade or broken grade. Broken grades are obtain- 
ed after several cuts which contain more fibre. Take, for example, 
BPS grade. If it is clean enough, i t  will be classified as primary, 
grade for the purpose of sale. If it is not so clean and contains 
more fibre, it will be classi9ed as secondary grade." 



1.85. The ~ i n i s t w ,  sul$sequently furnisGe3 the data for the years 
1968-69 as shown below:- 

Primary Percentage Average* Primary Percentage Average 
prlce per price per 
Kg. m. 

O.P. . . . 2.36 4.98 BPS1 . . c .13  4'93 

BOP-I . . . 3'71 5 . o I P D  . . . 18.55 4 .92  

BPS-I . . 1.54 4 . 5 7 D  . . . 4 .99  5.22 

Secon iary 

D-I . . . 4.06 5.02 BPI . . . 1.32 3 . 8  Y 

BP-I . . , 3.36 2.00 PI . . . 0'25 3 ' 5 9  

1 . . . 6.17 3-57 PDI . . . 8.05 3 . 9 7  

CD-I . . . 5 9  );43 DI . . . 3.20 4.6;.  

P-I . . . 1.27 3.25 CD . . . 1.89 4 - 3 7  

lKcp xcssed Tea . 0.80 

'l'ea waste . . 3.84 Tea Waste , . 1.38 -- - 
TOTAL . . IOYOO TOTAL . . 100.~10 -- - 
*AS per audit Para. 

- 
1.86. Mentioning the ideal percentages of various grades of Tea 

the Director, Tea Board said: I may give you the ideal percentages 
when rtlanufacturing conditions are at the optimum as recommend- 
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e d  by TRA and other people who have written books an  this matter. 
If it is orthodox manufacture, then the whole lea£,,g~ade should be 
in the region of 15 per cent and the brokens should be in the 
region of 60 per cent and the fannings should be 18 per cent. Dust 
of all sorts--4 per cent and the waste permissible is 3 per cent. For 
CTC manufacture there are more grades and the brokens classified 
should be 75 per cent, fannings-4 per cent and dust again 18 per cent 
and waste-3 per cent. Actaully what one can achieve depends upon 
,circumstances and manufacturing conditions." 

1.87. The Committee wanted to know how there was a steady 
decrease in the production of OF grade viz 3.77 per cent in 1967, 
2.36 per cent in 1968 and 0.53 per cent in 1969, in spite of the chang- 
ing over to the improved system of CTC manufacture. The witness 
replied that the reductionJincrease in the percentage of one fanning 
had been made up in BOP and BOP-I either in 1968 or 1969. He 
further stated: "The various grades come out during the sorting 
process when it goes through various size meshes. If, at a particular 
time, they find that there is a demand for BOP-1, in the market or 
it is fetching better price, then all the bold fannings are re-sifted 
and mixed to make BOP-I. Actually one should take the broad 
~Iassification of the broken grades and the fanning grades. It is 
difficult to maintain a particular percentage of one of these grades 
throughout the year." 

1.88. Pointing out to the audit para which stated that lack of 
processing machinery and drier capacity etc. were responsible for 
higher production of secondary tea, the Committee asked whether 
Government have taken any remedial measures. It was stated that 
Government were now providing for some more capital investment 
on account of the machineries. Asked whv there was a delay in 
taking the above steps, the witness replied that these deficiencies 
were known only after the CTC was introduced. 

1.89. The Committee were informed that the waste tea was either 
sold to the coffeine manufacturers or destroyed. As research results 
have shown that 'tea waste mixed with cattle manure may be appli- 
ed with advantage without composting provided it is tried at least 
one year before planting of tea', the Committee would suggest tbat 
~ o v m n t  might examine as to how far the quantity of tea waste 
at prewnt disposed of by burning can be utilised with advantage. 



SALE 
Audit ~arag'raph 

1.90. According to the Management, a total period of 9112 weekg 
(314 weeks for transit to Calcutta and another 4/8 weeks for putting 
the tea on auction) takes place from the date of despatch of tern 
from the garden to the date the tea is actually put on sale. 

1.91. I t  was, however, noticed that, in a number of cases (details 
given below), this period was exceeded, thereby resulting in block- 
ing of funds:- 

Total time taken 
I 967 1968 

Invoices involved Invoices involved --- - 
Leaf Dust Leaf Dust 
prade ~rade grade prade 

No. No. No. No. . . . . .  13-].+Weeks 11  2 13 I 

[Paragraph 81, Page-126 of Audit Report (Civil), 19701. 

1.92 Thl: Ministry furnished the following information for 1969, 
giving the break-up of the number of cases in which the time taken 
from the date of despatch to the date of actual sale was in excess cf 
12-13 weeks. 

Numbe- of invoices 
involrcd 

Leaf Dust 
grade grade -- 

13-14 weeks. 20 . . . . . . . . .  I3 
15-16 weeks. . . . . . . . . .  I 14 

17-18 weeks. . . . . . . . . .  . . 6 
19-20 weeke. . . . . . . . . .  . . . . 
Ahove 20 weeks . . . . . . . . .  I I I2 

L_. --. 



1.93. The Committee enquired the reason for the &lay of more. 
than the normal 9-12 Weeks. The witness stated: "Except for 53- 
cases of 1967 our estimate is, there has not been any appreciable 
delay in the consignment. The delay of 1967 was attributable bo 
landsliding in some of the hill points and also floods." As regards 
the delays during the year 1969, the witness stated that it was 
due .to Calcutta port strike. The Committee asked how the  
price of tea was affected due to delay in transit. The Director, 
Tea Board, deposed: "If there is patricular demand for parti- 
cular type of grade and if this reaches at reasonable time 
there is chance of this being offered to prospective buyers. 
If anything is unduly delayed or exposed to adverse weather rnndi- 
tions it gets damaged fetching lower price." To a question, it was 
stated that no estimation of losses due to this delay was carried out 
by Government and that compared to the values of transactions of 
huge number of chests, such delay was not considered abnormal. 

1.91. In a number of cases the time taken from the date of dcs- 
patch of ten from the garden to the date of actual sale was in excess 
of 12-12 weeks during the years 1967-69. The delays during 1908 
have not hcen explained by Government. As such delays are hound 
to affect the prices either due to lack of demand or due to damage, 
the Committee trust that expeditious despatch and sale would he 
cnwred in future. 

Audit Paragraph 

1.95. The working results of the Estate from the date of its 
acquisition are given below. Simplified pro forma accounts have 
been annexed as Appcndis XVI to the Audit Report. 
- -- -- - - -- - -  {Rq. in 1skhq' --- -- 

I .  Net G~v~rnrn:nt capital at c l ~ s e  of the 
vear (after making adjustments in the 
succedinp year) . . . . 0.54* 2S.So .31.62 30.80 

2.Sd2s(a:tuallvrcalisef) . . . 24.34 27.19 20.12 26.89 
1. Nr orsSt ( +\lN:t lass (-1 (after rnrk- 

ing aliustmrnts in succeeding war) . ( +lo. 5J ( + ) I .  50 (+)0.65 (-b. 81 
4. Percentage of net proSt 

(i) T o  net Gsvt. Capital . . . -+ r 2.05 - 
(ii) T o  rdes . . . . . 2 5.52  2.15 . . -- * i I t3:s yclr. 
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1.96. (a) & computing the above profit& the follow& p r ~ 4 s i ~ n ~  
have not been made:- 

--- 
Rs. Rs. Rs. Rs. 

Interest on capital . . . - 56,984 1,26r198 143,724 

1.97. (b) The loss in 1968 was mainly on account of cost of pro- 
duction per Kg. (Rs. 4.92) being much more than the average sale 
price per Kg. (Rs. 4.44) realised. While the average sale price per 
Kg. decreased from Rs. 4.79 in 1967 to Rs. 4.44 in 1968 to the cost of 
production per Kg. increased from Rs. 4:59 in 1967 to Rs. 4.92 in 1968. 
The cost of production mainly increased in* 1968 under the heads 
"Transport" (3 P. per Kg.) and 'Packing' (6 P. per Kg.). The in- 
crease under 'Packing Cost' was in turn due to average net weight 
per chest being continuously on the decline thereby requiring greater 
number of boxes, as will be seen from the data given below:- 

Year NJ. of Cwsts A~erage net No. of chests Extra exptn- 
w:ight per used in excess diture on the 

chest of 1966 standard chests ure.i in 
excess 

Leaf Dust Leaf Dust Leaf Dust Leaf Dust 

NX N3. . KBJ. No. NO. RJ. Rs. 

Total . . . . 42,579 22.602 - ---- -- 
1.98. The increase under 'Transport Cost' was mainly on account 

.of the vehicles being very old, thereby entailing heavy repair and 
,maintenance charges. 

1.99. &sides, higher cost of production was also due to the fuel 
and power cost per Kg. (18P.) being higher than the estimated cost 
per Kg. tlIP.j, which was, in turn, due to the machinery being cld. 
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1.100 (c) The folbwing deficiencies were noticed in 'the accoua+ 
ing records:- 

(i) No Asset Register indicating the cost, additions and de- 
ductions, depreciation and estimated life of each t y w  of 
asset had been maintained. 

(ii) There was no register of claims indicating the number of 
claims lodged and their s~ttlement. 

(iii) No account was maintained for empty bags and contain- 
ers. 

[Paragraphs 81, Pages 127-128 of Audit Report (Civil), 19701. 

1.101. The Committee desired to have the details of annual ex- 
penditure incurred on the Estate after it was purchased. The 
Ministry have furnished the data (appendix. IV.) for the years 1965 
to 1969. 

1.102. The Ministry have also intimated that during the year 1969, 
the Estate made a profit of a?proximately Rs. 1,85,000.74. The fol- 
lowing providons wzre not made in computing the above profit: 

1ntere;t c n  capital 1,35,719.00 
Audit fees Rs. 6,170.00 

The sales during the year 1969 were Rs. 32.00 lakhs. 

1.103. The Committee drew attention of the witness to the work- 
ing rcsults for the years 1965 to 1968 given in the Audit paragraph 
and pointed out that the figures shown for each year against Net 
Profitlor Net Loss did not reveal a correct picture, as interest on 
mean capital and audit fees were not provided for. The Additional 
Secretary, Ministry of Foreign Trade, stated: "So long as a footnote 
is given below the proforma account stating that these items, 
amounting to so much are not included in the accounts then the 
actual profit or loss, can be worked out without any difficulty. The 
usual practice is to provide for interest on the capital provided by 
Government in working out the profit or loss. I do not know why 
this practice has not been followed in this case." To a question. the 
witness informed that these proforma accounts were prepared by 
the Managing Agents in accordance with past practice and that 
t h e e  were made available to the Finance Ministry for their perusal. 
The Committee enquired whether there were any comments made 



by Finance on the non-inclusion of interest on capital and audit fee 
in the proforma accounts. The Ministry stated as f o l l o ~ :  

"No comments from the Ministry of Finance on the non- 
inclusion of interest on capital and artdit fee in the  
proforma accounts of this tea estate have been received 
so far. However, a specific reference has now been made. 
The comments of the Ministry of Finance when received 
will be intimated." 

1.104. Asked to state the cost of production and the average sale 
price of tea for the year 1969, the Ministry intimated that while the 
cost of production of tea was Rs. 4.84 per kg. the average sale price 
Per kg. was Rs. 5.10. The break down of the cost of production of 
tea per kg. during the years 1967 to 1969 as furnished by the Minis- 
try is given below : 
---- - - --_ __ __ _ I _ _  - - -  - - 

G ~ d e n  Expenditure 1967 1965 1969 

Cultivation . . . . . . . .  ' 73  .6? ' 3 9  

Agricultural stores . . . . . . .  . . . . . . 

Manufacture . . . . . . . .  .5$ . 5 8  .60 

Powcr Sr Fuel . . . . . . .  1 8  19 '20  

Boxes . . . . . . . . .  .28  . ? ?  .32 

Tea Despatching charges . . . . .  '01  .OI ' 01  

Establishment . . . . . . .  '47 ' 5 1  ' 53 

Transport . . . . . . . .  . I ?  ,20 . I S  

Building Repairs . .I9 '22  - I ?  

Machinery repairs . . .  
Labour welfare . . .  
Land rent . . . .  
Rupee Pension scheme . . 
Misc. expenseslGeneral charges 

P-F. Contributions . . , 
Labour & staff bonus . , 

Insurance . . . .  

. I 7  

. so 
'02 

. . 
.oS 

' 12 

'XI 

m 
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1.105. During evidence the Committee wanted to 'kmw why 

transport charges had gone up, the witness repliedbthat it was due 
to maintaining very old vehicles. He explained that one jeep was 
of the year 1957, other was of 1962 and the tractors were of the years 
1955-56 and 1960. The Committee enquired whether Government 
thought of replacing these vehicles. The witness stated that a pro- 
posal for investment on trampost was rxeived from the advisory 
board and that they were supplementing the fleet. He added that 
in 1969 a new lorry had been supplied. 

1.106. As regards the incruase in fuel and power chargcs, the 
birector, Tea Board, stated: "The source of supply is steam engine 
2nd we have received engineer's report which says that the boilers 
;:x ;n a very bad shape and the advisory board has recommended 
to Government that we should go in for new source of power gene- 
r;:ting set for the time being and switch on to give electricity." 

1.107. The Committee pointed out the decline in t.!ie a\w-agc? net 
\:.c:qht per chest, resulting in increase of packing cost. The witness 
d?pasl:d: "I have gone through this very carefully durlng the last 
1ii.c days and the representative of the Managing Agents was also 
called. I have gone into all the data and I am not sati~fied with the 
q ~ ~ a n t i t v  packed. I cannot but come to the conclusion that large 
number of chest have been used and we shall take steps to rectify 
the position." He added: "We have issued a letter to the company 
or: (i result of my examination that where the average goes down 
telow a particular quantity, thev should take the prior approval of 
tbv Director." 

1.108. The Committee referred to sub-para 5(c) of the Audit para- 
:rraph, which brought out some deficiencies in the accounting records. 
The Addition~l Secretary, Ministry of Foreign Trade stated: "The 
Asset records are being maintained by the Managing Agents in res- 
pect of item (i) and in respect of item (ii) also the records are 
b ~ i n g  maintained in the Calcutta office. In regard to item (iii) it is 
correct that no account was being maintained, but thev have now 
been asked to maintain this account and maintain it upto-date 
also." 

1.109. The Committee note that as against a loss of Rs. 5.38 lakhs 
during 1968, the Estate has made a profit of Rs. 0.43 lakh during 
1969- They sugqest that in future 'interest on capital' and 'audit 
fee' should be included in the proforma accounts of the Estate. 



l.ll@..J?rom the details of the cost of produedm furnished by 
the Mipistry, the Committee h d  that the cost of paekiaig which 
increased from 28 paise per Kg. in 1967 to 37 paise in 1966 came 
down to 32 p$se in 1969. Admittedly the number of chests used 
was more than what was required. The Committee find from a 
letter dated 21st April, 1969 of the Chairman, Tea Board that this 
resulted in a loss to the estate but a profit to the Managing Agents 
as they were supplying the chests. The Committee would lie 
Government to investigate into the matter. 

Audit Paragraph 

1.111. The F:tate i -  paying a subsidy (difference between cost of 
procurement and sale price recovered from the staff) on the food- 
stuffs supplied to its staff. The amount so paid amounted to Rs. 
0.84 lakh, Rs. 1.08 lakh; and Rs. 1.92 lakhs in 1966, 1967 and 1968 
respectively. 

1.112. As the Estate posresses a large area of fallow land, the de- 
sirability of bringing this land under cultivation, thereby augment- 
ing the productia  of foodgrains and consequential elimination of the 
subsidy, needs to be examined. 

[Paragraph 81, Page 128 of Audit Report (Civil), 1970.1 

1.113. Referring to the increase in payment of subsidy to stafi 
from year to year, the Committee enquired what the factors were 
that contributed to the rise. Explaining the reason, the witness 
stated that the average price of these commodities had increased 

1.114. The Committee were informed that established labourers 
were allowed to cultivate on fallow lands and that the entire benefit 
went to their families. Asked whether any recovery was being 
made from them, the Ministry replied in the negative. The Com- 
mittee enquired whether any lease deeds had been taken from the  
labourers who have been permitted to cultivate the fallow lands 
In a note furnished to the Committee, the Ministry have stated that 
there wcre no lease deeds but a record was maintained a t  the garder  
of all such allotments. 



1.115. To anqper question it was Mtcd that plth6dgh the estate 
paid the land rent to the State Government there was no substantial 
realisation from the labourers concerned. He stated further: "What 
I understand from my personal experience is that a nominal fee of 
one anna is being charged from them!' 

As regard elimination of subsidy by augmenting food production, 
the Additional Secretary, Ministry of Foreign Trade, stated during 
evidence that Government had started departmental cultivation 
which was increased from year to year. He added: "We started 
with 4 hectares in 1967 and now it has come upto 47 hectares and 
this system will be continued.. . .The existing cultivation is now 
being done directly by the company. I t  is not done through the 
efforts of the cultivators or on any kind of lease basis." 

1.116. There has been a considerable increase over the years in 
the subsidy paid by the Estate on the foodstuffs supplied to its staff 
despite the fact that departmental cultivation as well as cultivation 
on fallow lands by established labourers have been started to aug- 
ment food production. The Committee feel that Government should 
examine as to whether it is possible to reduce if not altogether eli- 
minate the subsidy by bringing in additional areas under cultivatioa 
af foodgrains. 

1.117. Incidentally the Committee find that no lease deeds have 
been got executed from labourers who are allowed to cultivate o~ 
fallow lands. Further the land rent is paid by the estate to the 
State Government but there appears to be only a nominal recovery 
of six paise from the labourers. The Committee would iike Govern- 
ment to examine all aspects of the matter in order to safeguard their 
interest. 

PREMATURE PAYMENT OF GRANT 
Audit Paragraph 

1.118. With a view to promoting exports of jute manufacture, the 
then Ministry of Commerce in March 1968 approved establishment 
Of  a fibre conversion and product development unit as a part of re- 
search activitie: carried out by the Indian Jute Industries Research 
b c i a t l o n ,  Calcutta (a body registered under the Societies Regis- 
tration Act, 1860) at the. estimated cost of Rs. 60.76 lakhs (building 
Rs. 13.30 lakhs and machinery Rs. 47.46 lakhs). 75 per cent of the 
expenditure was to be met by Government as a grant from the mar- 
keting Development F'und, the balance being met by the Association 
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,itself. Rs. 10 lakhs were @id to the Association on 3Oth*~arch 1988 
and the entire amount was deposited by it with the State Bank of 

.India in short-term fixed deposits. 

1.119. The total expenditure incurred by the Association upto 
19th September, 1969 on establishment of the unit was Rs. 4.50 lakhs 
only as fo'.l:ws:- 

Year ~xpenditure 
(In lakhs of Rs.) 

1.120. Of this, Government's share was Rs. 3.38 lakhs. The bal- 
amce of Rs. 6.62 lakhs continues to be retained by the Association 
(September 1969). 

1.121. Government stated (November 1969) that "the Association 
expects ts finalise the import programme as well as purchase of in- 
digenous machinery during thi .  year and expects to utilise the funds 
shortly. As, hswever, the Association has not fully utilised the 
amounts during 1968-69 and 1969-70 up-to-date, it is being asked to 
refund to Government the unutiliseci portion of the grant and also 
credit the interest wliich has accrued on this account consequent on 
its being dep~slted in the State Bank." 

[Paragraph 72 of Audit Report (Civil), 1970.1 

1.122. I'he Ccmmittee desired to know the functions of the Indian 
Jute Industries Research Association. The Additional Secretary, 
Ministry of Foreign Trade stated that its main function was to un- 
dertake appli~d research in regard to jute. As regards the work 
to be done bv the new research unit, he added: "The idea was.. . . . . 
t o  find out different uses of jute fibres i.e. diversification. The de- 
man3 for the traditional type 'of jute products was going down in 
.the 'international market. The traditional use for sacking is now 
coming down with the various synthe.tics coming into the field. The 
idea was to find other alt'ernatives." ' Elaborating further the details 
Idf the project, the Industrial Adviser, OPRce of the Jute Commis- 
sioner, stated: ' I . .  . . . .There are two divisiontifibre conversion unit 



aha product aivelopment unit. The purpose of fibre) conversion 
units is to study the cost reduction in existing produels of manufac- 
ture and also find out the areas where the quality of the jute pro- 
d u d  codd  be improved. These are the two main items on which 
fibre conversian unit is to be devoted. 

1.123. Another division is the product development unit, that is 
chemical procezsing unit. That is mainly for finding out different 
uses for jute, namely jute decorative fabrics, jute fabrics mixed 
with rayons, mixed with cotton etc. so that we can find out new 
export markets. In respect of IJIRA's contribution, they have deve- 
loped their own bleaching process. Jute itself cannot be bleached 
with good fastness propertie.:. But by IJIRA's own bleaching pro- 
Less, fastness p~-operty have been improved. Jute mills have already 
secured export orders for these decorative fabrics. 

1.124. Asked whether, before deciding to establish such a unit, 
any experiments with jute fibres were carried out, the Addl. Secre- 
tary. Ministry of Foreign Trade replied: "Actually certain research 
had been carried out prior to the sanction of this project at  IJIRA, 
and thore results have proved useful to the industry. They have 
been benefited by this. Decorative fabrics worth Rs. 20 lakhs were 
esported last year. This year the exports are also encouraging." 

1.125. The Committee d ~ e w  attention of the witne-s to the grant 
of Rs. 10 lakhs paid to the IJIRA. and enquired when the amount 
was disbursed to the Association. The witness st.ated that the sanc- 
tion was issued cjq the 20th March. 1968 but the IJIRA received the 
cheque rnly on 30th March and hence could not encash the amount 
hefore tlw end of the financial year. Asked whether it was justified 
for paying the grant juct at the end of the year, the Industrial Ad- 
viser, Ofice of the Jute Commissioner, Calcutta, stated: "The whole 
project was sanctioned in principle in 1967 but the money and the 
sanction for the total amount of expenditure was not released yet 
because the condition was that the Industry would first raise the 
subscription and onlv then the Government should release the grant. 
In February, 1968 1ndu:try repre~ented to the Government that they 
have already raised Rs. 6 lakhs and so, as a counterpart they want- 
ed Rs. 18 lakhs from the Government and at that time they thought 
that with the moncv forthcoming they would be able to start the 
construction of the building immediately. I presume considering 
this point the Government released the grant in the next month, 
that is, March, 1968." 

1 1935 ( ~ i i )  LU. 



1.126. The Committee enquired how the expenditure was only 
to the tune of about Rs. 4.50 lakhs till September, 1969, when the  
grant of Rs. 10 lakhs was made as early as March, 1968. The wit- 
ness replied: "The expectation was this amount could have been 
expended but there was unforseen delay. The land could not be 
transferred. In the first instance they were expecting to get the land 
but they got the same after a delay of 18 months. Secondly, the for- 
malities they had to undergo on the import of machinery.. . . . .They 
did not show the spme enthusiasm for the import of machinery, that 
they should have done." 

1.127. Drawing attention to the audit paragraph wherein it was 
stated that Government expected to finalise the import programme 
and utilise the fund. shortly, the Committee desired to know the 
present position. In a note, the Ministry have stated: "The Indian 
Jute Industries Research Association have been granted an import 
licence on the 6th December, 1969 for 13 items of machinery valued 
at Rs. 8,21.960. Orders for about 18 indigmous items have been 
placed and advances made by the Association wherever necessary. 
Clearanc~ for a number of other items are yet to be given by a Tcch- 
nical Committee of Association. Certain items of old indigenous 
items of machinerv are planned for procuremant from jute mills 
and azticn had been taken to call for offers." 

1.128. Asked when the IJIRA applied for the grant of the import 
liconcr, ?he Ministry have submitted thc following information: 

IJIRA fir:t applied for import licence on the 21st March, 1969. 
They were advised hp the Jute Commis~icaer. C a h t t a ,  to apply 
afresh after contacting indigenous machinery manufacturers. The 
r ewed  ~uplicatizn was submitted on 30th October, 1969 in which 
IJIRA included some new equipments and machinery which they 
formerly did not apply for, against which a licence was issued on 
the 6th December, 1959. 

1.129. The Comrnitiee desired to be furnished with the up-to-date 
expenditure of the Associaticn on the project for the year 1969-70. 
The Ministry have submitted the following note in this regard: 

"Acccrding to the statement of accounts fudnishcd by the 
Indian Jute Industries Research Association duly certified 
by their Internal Auditor the total expenditure on the 
projects upto the 31st Mavch, 1970 was Rs. 10,05,161.44. 



The expenditure incurrec ,pto 15th J&, 1970 w m  
Rz. 14,35,435.64. This figure has, howeva,  yet to be audit- 
ed by the Internal Auditor." 

1.130. The Committee enquired as to when the Audit paragraph 
was brought to the notice of the Ministry. The witness replied that 
it was on 30th September, 1969. The Committee desired to have the 
details of expenditur? on the new project of IJIRA before and after 
30th Sectember, 1969. The Ministry have stated the following, in 
a note: 

"The expenditure on the pilot pro je~ts  before and after 30th 
September. 1969, was as follows: 

Before 30th September, 1969 , . . . . .  Rs. 4,5%471 

Aftcr 30th September, 1969 upto 28th October, 1970 . . Rs. 18,13,817" 

1.131. The Committee also de~i red  to be furnished with the 
yearwisc break up of the grant gil7en. the expenditure incurred by 
the Asnciation and interest accrued from year to year on the un- 
utilised nortion of the grant The Ministry furnished the following 
data in th is  repard. 

Inrcr~sr occrttcd on unurili.trd grant: 

From 1-4-68 to 15-1-69 . , . .  Rs. +,I39 

. . . . . . .  I:rom 16-1-69 to 4-12-69 Rs. 38,865 

1.132. Asked why a further grant of Rs. 9 lakhs was given in 
1970-71, when the previous grant was not fully utilised, the witness 
replied: "So far as the subsequent amrunt is concerned, the expen- 
diture as on the 17th September. 1970 incurred by IJIRA is Rs. 19.48 
thousand and the i'ndustry's contribution has been Rs. 9.22 thousands, 
alrezdy received by IJIRA. and there is a projected expenditure in 
October, 1968 of RF 25 lakhs, in respect of which Rs. 13 lakhs related 



to machinery to be delivered in the next two months and the balance 
would be for buildings, import, installation and sanitary works. SO, 
the furlher expenditure expected before December is Rs. 25 lakhs 
making a total (in addition to the 19 lakhs) of Rs. 44 Zakhs. On that 
basis the M.D.F. have sanctioned this amount and we will keep a 
watch on the performance of IJIRA." 

1.133. The Committee enquired whether there was m y  condition 
stipulating a time limit for the grant to be spent within a specified 
period. The Ministry have stated that no specific period was laid 
down in the sanction for utilising the grant. 

1.134. Pointing out to the c0nditio.n stipulated in the grant about 
the expenditure to be met by Government to the extent of only 75 
per cent, the Committee enquired whether recoveries of the unspent 
amount along with the interest had been made.. The witness replied 
that the recovery had been made and that the interest had also 
been recovered on an ad hoc basis. 

1.135. The Committee observe that while a grant of Rs. 10 lakhs 
was disbursed to the Association in March, 1968, only about Rs. 3.38 
lakhs werc utilised till September, 1969. This short-utilisation of 
funds has been attributed to unforeseen delay with regard to trans- 
fer of land and lack of a sense of urgency in the import of machinery. 
The licence for the import of nlachinery was applied for only on 21st 
March, 1%9. The Committee do not appreciate the release of the 
grant without ascertaining the immediate requirement which am- 
ounted to unnecessary blocking of funds. 

1.136. The Committee note that no specific time limit within which 
the grant should be utilised, was laid down by Government. The 
Committee would like Government to learn a lesson from this in- 
stance and ensure that a scheme from a private organisation seek- 
ing financial assistance from Government should be regulated by a 
realistic and well defined time-schedule for completion of the project 
and Government authorities concerned should satisfy themselves 
with due expedition about the actual progress made before releasing 
the  funds. 

The Committee would like to be informed of action taken and 
detailed instructions issued in this behalf in consultation with the 
Ministry of Finance. 



MINISTRY OF AGRICULTURE 

(Department of Agriculture) 

Audit Paragraph 
2.1. As a part of the new strategy for agricultural development 

the Government of India decided towards the end of the Third Five 
Year Plan to place increased emphasis on chemical fertilisers, along 
with high yielding varieties of seeds, intensive water use, pest con- 
trol, etc. The requirement of chemical fertilisers for this purpose 
was assessed by a Committee, which reported in September, 1985. 
Government accepted the recommendations of the Committee in 
favour of fixing targets for fertiliser consumption as below: 

(Figures in 'ooo tomes) ......... ---- ...... .- ... 

Y car Nitrogen PIOl K O  

Import requirements of nitrogenous and phosphatic fertilisers were 
assessed on the basis of estimated requirements and estimated indi- 
genous production. There being no indigenous production of potassic 
fertilisers, the consumption was expected to be matched by imports. 
The import estimates were as in the following table: 

(In 'ooo tonne) 
..- -- 



(2) The Department of Agriculture assessed from year to year 
the requirement for consumption of iertilisers, in consultation with 
the State Governments. The assessment is based on the expected 
progress of various agricultural development programmes such as 
the High Yielding Varieties Programmes, Multiple Cropping etc. apd 
water availability. After making allowance for indigenous produc- 
tion, imports are arranged, on the basis of foreign exchange made 
available by the Ministry of Finance, Department of Economic 
Affairs. Fo;.e;;n exchange for imports is found from the country's 
L ~.:j:c.rt earnings as also from external aid resources, the major part 
being of the latter category. 

(3) Over the last three years the consumption of fertilisers showed 
a substantial growth, the average growth rate of Nitrogen being 28 
per cent, p, 0, 46 per cent and K,O 32 per cent. However .the 
actual consumption has fallen considerably short of the targets, as  
may be seen from the following: 

(in 'coo tonnes of nutrient) 

Anticipated targct Accual consunlption - - 
N P K N P K 

(4) In fact even on the basis of the provisioning made for each 
year, both by imports and through indigenous production, the actual 
availability excluding stock in hand was generally in excess of the 
requirements of consumption for the year concerned. This is brought 
out in the following tables in respect of each of the plant nutrients: 

(In 'OW tonnes) 

Imports Indi emus Total Consumption t 
prodtction svailabi- or-- 

lity 
Nitrogen - -- -- - -  -I__---- 



*According to subsequcnt information furn~shed by the Department of Agriculture 
the actual consumption durlng 1967-68 was 446,446 ronnes in respect of Pp OI and z,oq,ooj 
In respect of K,O. 
- -- - - - - -- - - - --- - - - - - - - - -- 

(5) As a result of substantial over-provisioning of fertilisers, 
evident from the above tables, the stock of fertilisers on 1st April, 
1969 was quite heavy and amounted to 691,000 tonnes of Nitrogen, 
260,000 tol~nes of PI O5 and '202.000 tonnes of K,O, The vaIue of 
stock was about Rs. 199.09 crores. On the basis of the likely con- 
sumption during 1969-70, the stocks represent nearly six months' re- 
quirements of Nitrogen, seven months' requirements P,O, and 
about 12 r,lonthsl requirements of R,O,. The stocks were somewhat 
more than what would have been necessary to provide for in prud- 
ence, so far as the first two categories are concerned, while they were 
clearly excessive in the last category. 

The value of foreign exchange spent for imports during these 
three yeais ending 1968-69 was Rs. 129 crores, Rs. 193 crores and 
Rs. lfi3 crores respectively. 

(6) Gcvernment have attributed the shortfall of consumption 
compared to the targets to several factors including unfavourable 
weather conditions in several States during the relevant years, short- 
comings in the distribution system, inadequate credit iacilities, etc. 
Th- Department of Agriculture have also mentioned that the need to 
assess con3umption requirements almost 12 to 18 months ahead of 
the crop season, in order to arrange for necessary foreign exchange, 
to negotiate for i r r~~or t s ,  etc. and the need to assure fertilisers for a 
favourable weather conditions lead to such differences between fore- 
casts and actuals of consumption. It  appears that the information 
system, by which the Government ascertains past actual consumption, 
making it the basis for future estimate of consumption, is also in- 
adequate. 



(7) In rectification of this situation several measures are said t o  
be taken, among which are the following: 

(i) Improvements to the information gathering system are 
under consideration, in order that better and inore prompt 
data will be available of actual consumption; 

(ii) Restrictive policies adopted by the States in respect of 
fertilisers distribution were being eliminated by de-licens-. 
ing trade in fertilisers, and enabling freedom for anyone 
lo trade in fertilisers; 

(iii) Credit facilities for fertilisers were being improved with. 
lhe nationalised banks providing more resources to meet 
the credit needs of smaller farmers; 

(iv) Promotional steps being taken to ensure better use of fer- 
tilisers, in conjunction with the other inputs, towards the 
objective of further increasing agricultural production. 

(8) In order to reduce stocks, Government have slowed down on 
imports. The imports during 1969-70 are expected to be lower than 
in the preceding two years and are estimated at 777,000 tonnes of 
Xitrogen, 107,000 tonnes of P,O, and 108.000 tonnes of K,O. There 
has also been a pause in fresh contracting for imports and Govern- 
ment expect stock positions to be normal by the end of the Kharif- 
1970. 

(9) Incidentally, i t  is noticed thai given the actual copsumption 
that has thken place since 1966-67, imports could have been even less, 
had indigenous production progressed as estimated, or as could be 
anticipated from the installed capacity. 

[?sr? 34 of Audit Report (Civil), 19701 

(i) Consumption 

2.2. In reply to an advance questionnaire the Government inform- 
ed the Couunittee that the demands made by the States were con- 
siderably t g h e r  than the requirements indicated by the FertiliSer 
Committee (1965) and that the experts in the Technical 'Divisions in 
the Department of Agriculture looking after the specific programmes 
on high ylelding varieties of food crops, intensive areas, cash crops 
etc. assessed, the State-wise requirements assuming the likely dose8 
in the liglit of historical experience of fertiliser application and re- , 
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quirement of crops, annually for the years 1967-68 ' to 1969-M a s  
follows: - 

Year N P K 

At the instance of the Committee the Ministry furnished the tar- 
gets laid ciown for consumption of fertilisers during the Fourth Plan 
Period. The targets laid down are shown in the following table: 

(Lakh tonnes) 

2.3. The actual consumption during the year 1969-70 was stated 
to be 13.93 lakh tonnes of Nitrogen, 4.35 lakh tonnes of phosphatic 
and 1.76 lakh tonnes of potassic fertilisers. It is noted from the 
details of actual consumption of fertilisers during the years 1967-68 
to 1969-70 furnished by the Government that the figures for actual 
cmsumption of P, - 0, - and K,O are based on despatches. 

. .  2.4. During evidence the Committee were informed: ". .the dis- 
tribution arrangements are now being decentralised. The Fertilisers 
Control Order has been amended to permit the private dealers to 
take up business of fertilisers after getting themselves registered 
with the State Governments with fifteen days notice. 

2.5. The second step is that we are trying to arrange for more 
credits. Previouoly the only source used to be through the short- 
term loans, by Government of India. 



Now, we are bringing the commercial banks into picture. Also 
%certain institutional arrangements are on the anvil like the setting 
up of Agricultural Credit Corporations in places where the coopera- 
tive sector is weak as also the Credit Guarantee Corporation to offer 
security against the risks to the commercial banks. The other step 
which we are taking is to encourage the selling programmes by the 
producers as also the mixing of fertilisers and their granulation. 

2.6. Another proposal on the anvil is of the setting up of a Ferti- 
lisers Promotion Council which will undertake demonstration qf fer- 
tilisers on a much larger scale. Incidentally, in our demonstration 
programmes we do give a very high place to the fertiliser demons- 
trations. Frequency of consultations with the State Governments 
in respect of their fertiliser requirements has been increayed. 
We now have three rounds of discussions with them for revizwing 
their requirements. Also we are taking the help of the Institute of 
Management, Ahmedabad who hav? taken up the pilot experiments 
in area.: to improve on the system of reporting and on the consump- 
tion of fel-tilisers which will enable us to plan our purchases and 
distribution among different States." 

2.7. About the credit facilities, the witness statcd: "The need for 
credit is a basic problem for the propagation and use of fertilisers. 
We are availing of all the facilities available from the cooperatives, 
from the commercial banks and in some cases from t!lc manufacturers 
to make credit available to the farmers. In addition to the coopera- 
tive which are strengthening their own organisation in the various 
States. the only other source of finance is cnmmercisl banks, under 
the credit guarantee scheme. It is now proposed that every loan 
of Rs. 1.000 given to a small farmer will also be cavcred under the 
guarantec scheme. So that, i t  can freely advance to even smaller 
people finance for the purchase of fertiliser." 

2.8. The Committee enquired about the latest position in respect 
of the proposal to set up a Fertiliser Credit Guarantee Corporation. 
The Secretary to the Ministry replied: "It was under very active exa- 
mination with the Department of Banking." When asked how long 
it would take the Government to come to a final decision, the Secre- 
tary stat,ed: "All that we can say that there is a great deal of anxiety 
on our part and I hope that by now the Department of Banking 
should have worked out the details of this scheme and it would be 
possible ior us to launch tho necessary financial organisation before 
long!' 

2.9. In paragraph 7.50 of the Fourth Five Year Plan document i t  
has been stated, "Apart from a significant expansion in the quanti- 



tative cowmpt ion  of chemical fertilisers, attention &ill have to be 
.given to certain qualitative aspects relating to balanced use of ferti- 
lisers. From the agronomic point of view, the proportion of PI O5 
and K,O in relation to N must be much higher than is currently 
.consumed. Unfortunately, in recent years, the consumption of P2 O5 
and KIO has been particularly lagging behind the targeted pro- 
gramme. I t  will be necessary to take measures which are poifileilly 
directed towards accelerating the consumption of phosphatic and 
potassic fertilisers." 

2.10. The Committee asked whether there was any integrated 
scheme to make good the nutrients lost by the soil as a result of 
production. The representative of the ICAR stated "The amount of 
nutrients taken out from the soil will depend upon the level of pro- 
duction. Every Year undoubtedly a lot of nutrients are being re- 
moved. The only way to restore to the soil the nutrients and main- 
tain the soil fertility is with the application of nutrients like phos- 
phate, potash, etc. In that respect the present programme of stepping 
up consumption of fertilisers, promotion of fertilisers etc. are steps 
in  that direction." 

2.11. I t  has been stated in the Fourth Plan document that "in- 
crease In consumption of fertilisers is partly linked to the willingness 
of the farmers to step up the dosage per hectare towards the optimum 
levcl. One of the crucial aids is availability of advice on characte- 
ristics of soil. In this context the growth in demand for fertilisers 
is dependent on the development of soil testing facilities. . . I t  is 
estimated that currently only about 64 per cent of the available 
capacity is being utilised. Apart from underutilisation other areas of 
concern in this regard relate to the faulty manner of drawing the 
samples and consequently poor quality of soil analysis and lack of 
effective follow up action by the extension agency" The Committee 
desired to know the position in this regard. The Secretary. Depart- 
ment of Agriculture stated "The position is that we have arrange- 
ments in the countrv for soil testing a t  104 places. The capacity of 
each of these laboratories is to test anywhere frojn 10.000 to 30.000 
samples per year. the average being r-vund about 1>.000 samples Per 
Sear. The utilisation of this h.js been of the order of about. 65 per 
cent ." 

2.12. When the Committee pointed out that according to a paper 
Prepared for the Conference of the State M i n i s t ~ s  or' Agr:~.ulture 
held on the 4th and 5th July.  1970. onl?. 50 ner cent of the capacity 
~f these laboratories is being used. the Secretary stated: "I will not 
be in n position to dispute that. The utilisation has been poor We 



recognise that varying Mures from 50 to 65 per cent have been men- 
tioned." 

2.13. The Committee desired to be furnished with a statement 
showing the details of the soil testing laboratories in the country, the 
installed capacity and the capacity utilised during the 4 years ending 
1969-70. The statement furnished by the Department of Agriculture 
is at Appendix V. The Committee note the following facts from 
information given by the Ministry: 

Out of 105 laboratories, the annual soil testing samples 
capacity of 31 laboratories is not available. The capacity 
of the remaining 74 laboratories is 11.86 lakh samples per 
annum. 5 @I 

(b) Out of 74 laboratories for which the rate of capacity has 
been furnished, the capacity actually utilised during any 
one of the four given years is not available in respect of 
48 laboratories. In respect of the remaining 26 laboratories 
only partial information has been furnished in respect of 
the capacity actually utilised during the four years ending 
1969-70. 

2.14. The Secretary stated during the evidence: "We do not have 
report in respect of a large number of stations. We have been writ- 
ing to tSe State Oaveraments and they have not furnished us the 
information." 

2.15. The Committee enquired whether Government were satis- 
fied with the present soil testing arrangements. The Secrekary, 
Department of Agriculture replied: "We recognise that there are 
not adequate soil testing arrangements. Even such arrangements 
as there are not being put to the maximum or the most efficient use. 
But what can we from this end do? This is a matter within the 
administrative jurisdiction of the States. All that we can do is to 
highlight the role of soil testing in utilisation of fertiliser in all 
forms by correspondence, in meeting and in Plan dircussicms and 
meetings held with the Ministers. But as to how far a State will 
go in implement'ng any particular programme is really a matter 
within the sphc.re of that State." 

2.16. The Committee desired to know whether Government was 
doing any coordination work in respect of the work done by soil 
testing laboratories, the witness stated: "The proposal is to set up 
a Fertilizer Promotion Council which will know what is happening 
a t  prescat and supplement where necessary the services that a re  
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now being provided. This council will have regionsl set up and . 
coordination cormnittees with the State Governments and agricul- 
tural universities. I t  is expected the Council will be able to bring 
about a larger amount of coordination because it will be functioning 
in a decentralised manner." The Secretary, to the Department of 
Agriculture explained further, "We have prescribed a monthly report 
asking for details and this was introduced only in June, 1970. There 
is also a proposal to set up 34 mobile soil testing laboratories and 
the crucial role of soil testing for pushing up fertiliser consumption 
is being emphasised in our frequent communications to the State 
Governments." 

2.17. It is a recognised fact that a significant increase in fertiliser 
consumption is a critical element in the agricultural strategy. Al- 
though the consumption of fertilisers has registered a substantial 
increase in the recent years, it has fallen considerably short of the 
targets. During the years 1966-67, 1967-68, 1968-69 and 1969-70 
against the targets of 15.70 lakh tunnej, 21.90 lakh ~ O M ~ S ,  3806 
lakh tonnes and 29.75 lakh tonnes, the actual consumption was 11.01 
lakh tonnes (70 per cent). 16.85 lakh tonnes (76 per cent), 17.60 lakh 
tomes (58 per cent) and 20.09 lakh tonnes (67 per cent) respectively. 
The continued shortfall in consumption leads the Committee to the 
ronclusion that the fertiliscr promotion efforts of the Government 
are not effective enough. The Committee hope every effort will he 
made to reach the desirable level of annual consumption by the end 
of the Fourth Plan so that the loss of nutrients from the soil may 
be adequately compensated. 

2.18. The Committee note that Government propose to set up a 
Fertiliser Promotion Council to undertake demonstration of fertilisers 
and to bring about a large amount of coordination in the use of 
f~rtilisers. They hope that the Council will be set up early and it 
will enlist earnest cooperation and active participation of the States 
to achieve the targets of consumption during the Fourth Plan period. 

2.19. The Committee would l'ke to ernphasi~e tl-at adequate credit 
facilities to small farmers should he made available on easy terms 
for aetting agricultural inputs. The Committee note that Govern- 
mmt propose to set up an Agrirulttlral Credit Corporation to offer 
%?curits ngninst risks to the rarnmercial banks and that the proposal 
is under active consideration. The Committee would like to be w- 
pried of the decision taken in thh  regard. 



2.20. The growth in the demand for fertilisers is very much 
dependent on the development of soil testing facilities. The Com- 
mittee are, however, distressed to find that the existing soil testing 
laboratories which number 105 are not being utilised to their full 
capacity. According to the Planning Commission, the laboratories 
are being utilised to the extent of 65 per cent of their capacity while 
in a paper submitted to the Conference of Agriculture Ministers 
it was mentioned that the laboratories are being.utilised to the ex- 
tent of 50 per cent only. Apart from under-utilisation, the Com- 
mittee are concerned to note that the manner of drawing and testing 
samples by the Irboratories is admittedly fault and there is also lack 
of effective follow-up action by the Extension Agencies. During 
the course of evidence the Secretary, Department of Agriculture 
expressed his helplessness in the matter as the laboratories were 
working under the control of the State Governments. The Min'stry 
of Agriculture are not aware even @bout the actual f i y l r s  of utilisa- 
tion of facilities provided by these laboratories. The Committee 
consider this as regrettable state of affairs. They would urge Gov- 
ernment to take necessary steps to establish better coordinntion with 
the State Governments in the mnttcr of utilisation of the soil tc-stinq 
Ishorataries. The Committee cannot over-emph*~sise that imnrnre- 
ment in soil testing faci1it:es and their full utilkation are essential 
fnr increase in conwnlption of frrtilisers, particularly, and 
K, 0 of which there ic deficiency in certain parts of the country. 

2 21. The Committee enquired about the basis on which assesa- 
ment of  fcrtilizet requirements [Nitrogenous (N) .  Phosphatic (P) 
and Potassic (K)]  for d:ffercnt Statcs w ; ~  made during each of ihe  
three years ending 1969-70. In their notc the Department of Agri- 
culture stated as und2r : 

"Req~t;rements for 1967-68 

States and Union Territories were requested in May, 1966 
by th;s Department to communicate their requirements 
of fertiliscrs product-wise, quarter-wise and crop-wise 
for use in the year 1967-68. 

Action had to be 'niliated soon after for indentillg foreiqn 
exch,mge rcqu;icm~n:a an t t a l  nr.-essary f o r c i ~ n  ex- 
change may be allotted by Finance Ministry for starting 
procurement step; by August' September. 1 966. Conii- 
dei-in:! thc trend; of consur;lp:ion and of requirement- 



5 :  

of States and also the recommendation of the Committee 
on Fertilisers (1965) the total requirements of States 
was assessed at  14.50 lakh tonnes of N, 5 lakh tonnes of 
P20, and 3 lakh tonnes of K2 0 The aforesaid Com- 
mittee had taken into account the requirements of inten- 
sive programme for foodgrains, for cash crops, includ- 
ing fibre and oilseeds etc. after consultation with the 
States. The States' total requirements, as included in 
the Annual Plan for 1967-68 turned out to be 15.0 lakh 
tonnes of N, 6.5 lakhs tonnes of P,O, and 3.76 lakhs ton- 
nes of K20-considerably higher than the requirements 
as indicated by the Fertiliser Committee. However, the 
Technical Divisions in the Department looking after the 
specific prograrnaes on High Yielding Varieties of food 
crops, intensive areas, cash c~ops.  including plantation 
crops, fibres and oilseeds assessed the Statewise require- 
ments assuring the likely doses in the light of historical 
experience of fertiliser application and the rquirements 
of crops. These assessments by the Technical Evperts 
were considered as final requirenlents of the State; and 
allocations were made accordingly for 1967-68. The 
recommendations made by t!?r Technical Experts added 
upto 13.9 lakh tonne: of N and 5.0 lakh tonnes of P 2 0  
The requirements of potash. being about 1 i3 of the 
dosage of nitrogen a ~ d  1'2 the dosage cf phosphate, was 
assessed at 3.0 lakh tonnes of K?O; though the States 
hsd i n  n conference na potash in April. 1967 assured 

;lit- rc:?uirements a t  4.47 lakh tonnes of _-=0. 

The States were requested in a lettnr dated 1.3.57 to commu- 
nicate ?heir iertiliser requirements product-wise. month- 
wise, crop-wise for the year 1968 69. 

Just as they were heine received. the f ~ r c i c n  eschang: 
requirements fcr 1%P-69 had to bc a.;l.rc-d for so th?t thev 
may be 3vailah?e for ;n'tint;ng nro~urcment action hv 
Septemher, 1967 Considwing thc trend of dewand for 
fertilisrrs from the Stntm 2nd n l w  t h ~  cnlculation of 
requirement.; as indicntcd hv the Com6t tce  on Fcrtili- 
ser. the requirements of S t n t e ~  w e w  ~stin1;rtcd at 17 
lakh t o n n r ~  of Nitrogen 6 5 lakhs tonnes of P.0, and 
4.5 lakh tonncs of K . 0 .  Thc rcouircmcnts of States as 
revealed dur:n.r the di:c:i&ons for the annual plan for 



1968-69, added upto 18.21 lakh tomes of N, 7.69 lakh 
tonnes of p20, and 4.89 lakh tonnes of K20-eonside-  
rably above the targets laid down about the require- 
ments assessed by the Committee on Fertilisers. Ex- 
perts looking after programmes on high yielding varieties 
of foodgrains, intensive areas, multiple cropping export- 
oriented cash crops etc. were consulted and their assess- 
ments of requirements totalled to 18.06 lakh tonnes of 
Nitrogen and 7.5 lakh tonnes of P,O, The require- 
ments of K 20, being 50 per cent of N and 25 per cent of 
$ OF were assessed at  4.5 lakh tonnes. 

In the zonal conference held in March, 1967 the States had 
communicated their K,O requirements as 6.48 lakh 
tonnes. 

1969-70 

The States were called upon to indicate their requirements 
for fertilisers during the Annual Plan discussions held 
in September-October, 1968 for use in 1969-70. By this 
time it had been found that assessment of requirements 
only for prixi ty crops was not very logical. Demand was 
also growing for nm-priority crops often at  greater pace. 
Supply position was becoming easier and it would have 
been illogical to deprive fertilizers to traditional varieti- 
es of foodgrains as distinguished from high yielding va- 
rieties. In view of this. States werc w k ~ d  to indicate their 
gr,ss requirements of Eertiliyers. The criterion followed 
for assessing requirements for 1963-50 was whether it 
was a reasonable enough advance over the consumption 
record of the States In 1967-68 and the trend of consump- 
tion in 1968-69. However, the assessment of the total of 
States requirements made in July, 1968 for the purpose 
of indenting foreign exchange was 20 lakh tonnes of 
Nitrogen and 6.50 lakh tonnes of P,O,. This was alzo 
the target indicated by the Committee on Fertilisers 
and represented an advance of only 2 lakh tonnes of 
Nitrogen over the requirements indicated by the States 
f x  the w a r  1969-69. Like-wise the requirement of 
P,O, i n d k a t d  by States for 1969-70 was 6.22 lakh 
tmnes and K,0 3.25 lakh tonnes during discussions in 
the Annual Plan." 

2.22. A statement showing the demand of fertilisers (N, P and 
K) msde by individual States and their actual consumption during 
the three years ending 1969-70 tabulated on the basis of information 



furnised by the Ministry a t  the instance of the Committee is shown 
at Appendix VI. In 1967-68 the States had consumed.only 16.85 l&hs 
metric tonnes of fertiljsers, i.e. 66 per cent of their demand of 2.52 
million metric tonnes. In the subsequent year (1968-6s) the position 
deteriorated further and the States consumed 17.60 metric tonnes 
i.e., 57 per cent only of their demand of 3.10 million metric tonnes. 
The consumption during the year 1969-70 was 2.0 million tonnes 
against the reduced targets of 2.64 million tonnes. 

2.23. During the evidence the Committee referred to the abserva- 
tions in the Audit paragraph that as a result of over-provisioning of 
fertilisers, the stock of fertilisers on 1st April, 1969 was quite heavy 
and amounted to 11.53 lakh tonnes (6.91 lakh tonnes of N, 2.60 lakh 
torrles of P and 2.02 lakh tonnes of K) and that the value of stock 
was about Rs. 199.09 crores. The Committee enquired about the 
reasons for it. The witness replied: "The stock available on 1st 
Aprjl, 1969 was two-thirds of the requirements of the Khariff. The 
Khariff requirements of that year, according to the requirements of 
the States, was assessed at 9.6 lakh tonnes of nitrogen against which 
the stock was 6.91 lakh tonnes of nitrogen which is two-thirds of the 
requirements of the Khariff. In the case of p , ~  the requirements 
given by the States were 3.8 lakh tonnes and the stock was 2.60 lakh 
tonnes, a little more than two-thirds. In respect of K,O I must con- 
fess that while the requirements were 1.69 lakhs tonnes the stock 
was 2.02 lakh tonnes. As I explained in the case of phosphatic and 
potassiarn fertilisers the imp2rts which were arranged earlier arrived 
late hecause of the Suez crisis. Then, because di-ammonium phos- 
phate was not popular with the States, there were heavy stocks of 
this fertiliser left with them. Out of this, the States of U.P., Maha- 
rashtra, Tamilnadu and Mysore had 4.64 lakhs tonnes of nitrogen, 
3.83 lakhs tonnes of p , ~ ,  and 1.09 lakh tonnes of K. 0. Thesr 
stocks were cupplied to the States in the expectation of their require- 
mertts of khariff and we have bean providing fertilisers in the expec- 
tation that at least two-thirds of the requirements for the crop season 
should be available before the season. In respect of potash, as I ex- 
plained yesterday, the consumption in the previous years had been 
very buoyant and we also wanted that more of potash should be used 
so as to realise the full potential of high-yielding varieties of seeds. 
The removal of potash from the soil is much more in the case of 
high-yielding varieties than in the case of nitrogen and p , ~ , .  On 
that assumption; a larger quantity was imported. Unfortunately, 
the consumption jm 1968-69 was stagnant. I t  was only 1.70 lakhs 
tonnes of K,O ; whereas in the previous year it had risen by about 
48 to 49 per cent." About the Di-ammonium phosphate the witness 
mid: "This was a new fertiliser, and enough promotional work was 
1935 (Aii) L.S.-5. 



not done iol order to popularies it. And we did And that in the 
Southern States, people did not use that in the required measure 
that we had estimated." The Secretary to the Department of Agrf- 
culture explained the position further by saying that "the depart- 
ment is not at all interested in frittering foreign exchange by accu- 
mulating large stocks. There is a certain time lag in procuring an& 
importing. The timings of purchases also have to be regulated ac- 
cording to the practices in the country. For instance, USA which 
provide 60 per cent of the fertiliser import credit wants us to buy- 
the fertiliser before their own season for consumption of fertilisers 
from February to July starts so that arrangements for purchase have. 
necessarily got to be made in advance. The big compulsion under 
which the Department has been working is that fertilisers having 
such a vital role in the production programme--somewhere about 
44 per cent of the increased production is expected to come out of 
the use of fertilisers-ane does not with to get into a position that the 
fertilisers cannot be made available when the States want. However, 
profiting by the experience over the last two years, we have now 
improved upon the system of reviews and of indenting which we now 
do twice a year as against the bulk orders which we used to decide 
earlier." As regards the Periodicity of the review, the witness de- 
posed: "One review is in April. This year it was done in Marcb 
after rabi consumption is known. The other review is made after 
the Khariff season i.e. in October. Of course, this year it became 
three. Earlier there was one review. Since 1968-69 there are two 
reviews." 

2.24. When the Committee asked to explain specifically the balance. 
of stock of fertilisers amounting t r  Rs. 199.09 crores as on 1.4.1969, 
the witness replied: "This balance is in the pipeline. You cannot keep 
the pipeline dry. You have to keep up the flow from the godown to 
the field, etc. You cannot strike an account where at a particular 
point of time there will be nothing left." 

2.25. The Secretary to 'the Ministry stated further: "The first 
April of any year with regard to fertilisers will not give a correct 
picture because the fertilisers are used during rabi and khariff for 
which indenting is to be done much earlier. Therefore, the proper 
period for knowing stock position with regard to the fertilisers 
should be 1st of ilanuary and 1st of October!' However, accord- 
ing to the ipformation furnished subsequently by the Ministry, thes 
quantity of stock of fertilisers as on 1st January and 1st October,. 
1969 was as under : 

1-1-1g@ -I. IZ Iabh m e t 4  tonnes 
1-10-1969 -8.22 la' h metric tomes 

2.26. The Committee desired to know the quantity of stock that. 
remamed unsold for over two years in each State as on 1.4.1970 an@ 



the reasons therefor. The reply furnished by the Ministry is a t  Ap- 
pendix VII. From the data furnished, it is observed that on 1-4-1970, 
the S t a h  except those of Assam, Bihar, Jamrnu and Kashmir, Orissa 
and U.P. which had not furnished their reports in this respect, had 
about 2 lakh metric tonnes of fertilisers (1.07 of N, r0.79 of P and 0.14 
of K) lying unsold with them for more than 2. years. 

2.27. Following are some of the common reasons given by various 
States for this accumulation:- 

(1) Unprecedented and severe drought conditions; 

(2) Supply of huge quantities of fertilisers from the pool (To 
States of Andhra Pradesh, Haryana, Maharaslma and 
Mysore) ; 

(3) Lack of promotional efforts; 
(4) High prices of fertilisers; 
(5) Sufficient fertilisers available in free market; 
(6) Absence of credit facilities to the cultivatsm; and 
(7) Stoppage of taccavi loans. 

Against the reason at No. (2) above the Department of Agricul- 
ture have stated in their own remarks that "It is not a fact that allo- 
cation from the pool was excessive to the States. These States had 
very high targets of N and P for 1967-68. The actual supplies from 
the pool and the actual cc@sumption was much smaller. If the 
States had done adequate promotional work they would have been 
able to reach their target of consumption in 1967-68." 

2.28. The Committee enquired about the loss or damage sustained * 
during the 3 years ending 1969-70 on account of long storage of fer- 
tihe:-s. In a note the Department of Agriculture furnished the f01- 
lowing information:- - .- 

Year Amount of lossldamage in Rs. 
---- - 
1967-68 . . . . .  50,jo;. 18 

1%8-@ . . . . .  1,499.?0 



2.29. In a note, the Department of Agriculture have stated that 
the foreign exchange spent on imports of fertilisers during the four 
years, 1966-67 to 1968-70 is as under:- 

Year * trdlue 
(Rs. aores) 

- 
129.00 

2.30. The Committee also desired to' know the quantity of various 
kinds of imported fertilisers (Nitrogen, Phosphorous and Potash) 
accumulated and value thereof as on 1st April, 1970. The following 
information was furnished by the Department of Agriculture: 

(000 M. Tonnes) 
...... ..... ..... ..-. 

N P Ii Total 

Stocks with States . . . . .  443 214 72 729 

. . .  Stocks with agents of S.T.C. . . . . 70 70 

. . . .  Stocks with the Pool 239 54 16 309 

t 

2,.31. The value of these fertilisers is as under:- 

Stock Value 
(coo M (Rs. 
Tonnes) crores) 



, <  
2.32. The Cymif tee  desired to know the targets fixed for i f r ~ ~ o r t  

of fertilisers during the ~ o u r k h  Five 'Year Plan. The infdlmatidn 
furnished by-'&& Department of Agriculture is stated below:- , 

Year N P K Total 

2.33. According to the Audit para the Government have slowed 
down on imports in order to reduce the stocks. The imports during 
1969-70 are expected to be lower than the preceding two years. There 
has also been pause in fresh contracting for imports and the Gov- 
ernment expect stock position to be normal by the end of the kharif 
1970. 

2.34. As on 1st April, 1969 there was an accomulatiao( of 11.53 
lakh tonnes of fertilisers valued at Rs. 200 crores. The quantity 
that remained unsold for more than two years on the 1st April, 
1970 in States (except Assam, Bihar, J&K, Orissa and U.P. who 
had not furnished their reports), was of the order 4 . f  2 lakh tonnes 
and the loss/damage sustained on account of long storage was 
Rs. 0.78 lakh during the 3 years ending 1st April, 1970. In addition 
considerable expenditure had ta be incurred on long storage. In 
view of this position, the Committee would emphasise the 
for realistic provisioning based on the actual cwmmption of each 
kind of fertilisers. In this connection the Committee wish to add 
that Government should devise a proper scientific machine* ta 
collect the data regarding actual consumption of fertilisers for the 
accurate assessment of futwe n d s ,  as at present they are not in 
the know of the emtent of actual consumption of potassic add phcw- 
phafic fertilisers throughout the country. 

2.35. The Committee note that Govermment have spent Rs.SS7.20 
crorea on the import of fertilisers d d g  the 4 years 1866-67 



to 1968-7e. Dwing the three yearn ending 196849 the import d 
nitrogenous fwtilissrs was much more than even the tngets end- 
aged in spite of the actual avoilabiUty of stoelrs being in excess of 
the requirements. The quantity of imported fertilisars aceumrr- 
lated as on 1st August, 19'70 was 15.08 lakh metric tonnes costing 
a. 187 crores. The w e t s  fixed for the import of fertilisers 
during the revised Fourth Plan show that the imports will be 
increasing every year. From 8.94 lakh tonnes of fertilisem im- 
ported in l,969-70, the imports dur)rg the last year of the Plan, vh, 
1973-74 is expected to increase to 26.74 lakh tonnes. In view of the 
fr.:t that increasing imports of fertilisers involve considerable 
foreign ex:hange expenditure, the Committee would like to caution 
Government against importing fertilisers far in excess of require- 
ments which has resulted in overstccking in the past. The Com- 
mittee would also stress that concerted efforts should be made to 
develop indigenous capacity for production of fertilisen, so as to 
obviate dependenece on imports in this crucial sector of our 
economy. 

(iii) Production r' 

2.36. The Committee enquired about the installed capacity of 
fertiliser production and the quantity actually produced during the 
three years ending 1969-70. In a note the following information has 
been furnished by the Department of Agriculture: 

Capacity P.duction ",;,age of 
(ooo tom=) (ooo tonne*) p m d u a  ion 

to capacity 



Complex Ferrilisers 

2.37. The Committee wanted to know the steps taken to reach 
%he installed capacity. The representative of the Department of 
Chemicals replied: "I would like to mention one or two steps that 
.we have taken. We divide it into two parts-those units which'are 
already in commercial production and which are not reaching upto 
their installed capacity; those and new factories which are under 
construction, or the commissioning of which has taken longer period 
of time, and the production of which has not stabilised." 

2.38. "In the first category, d e  have the Rourkela plant under the' 
Iron & Steel Ministry. This was set up to produce 120 thousand 
tons of nitrogen, but after sometime, it has found that the coke oven 
gas which is the raw-material, and which is a by-product of the 
steel plant is not available in sufficient quantities. Only one-third 
.of it or so has become available. The, gas from the coke oven gae 
plant has become aecessary for the steel mill itself. Therefore, 
we studied this matter a t  great length, and the Government have 

-taken a decision to set up an additional naphtha gasification facility 
in order to supplement the gas that is required for the fertiliser fac- 
*.ory. Similarly, in Sindri, which is one of our oldest plants, there 
is also shortage of raw material--sum which is. used for Axing 
u:, ammonia and nitrogen. There is also certain other problem- 
ammonia waa not adequate. Here also a decision has been Uken to 
set up an additional naphtha gas facility to make up the shortage of 
ammonia in order to bring it up to installed capacitp. Similarly, 



wc have made a study of Neyveli plant as it did not stabilise for a 
pcriod of time. Then, some remedial measures were taken and 
things are now improving. There is another plant in Trombay. We 
are unhappy with its performance ever since i t  is commissioned. 
This has been investigated by a Special Committee and additional 
facilities have been sanctioned, and they are now under erection, 
and when these facilities are completed, we hope that the ammonia 
shortage will be cured." 

2.39. "Regarding the second category, whenever we found some 
shortages in the actual production with reference to the estimates 
in the beginning of the year, the shortages are mainly due to the 
fact of delay in the completion of some of the plants. For example, 
we estimated the plants to come into production in the middle of the 
year but they do not go into production, and, therefore, delayed. 
For example, in 1967-68, it was assumed that Gorakhpur plant and 
also Namrup plant would go into production. But their construc- 
tion went on for a longer period. We have now, therefore, intro- 
duced a system of watching the construction progress by the criti- 
cal path method, and if any difficulties have arisen in the construc- 
tion of these plants, we see that they are reviewed throdgh a Co- 
ordination Committee that is set up in the Ministry of Petroleum and 
Chemicals. The Chief Project Officer presides over it, and tries to 
solve the problems and enables the plants to keep up the schedules 
to the extent possible." 

2.40. The Committee asked whether, after the steps that are be- 
ing taken by Government to rectify the position in respect of pro- 
duction of fertilisers, and with all the factories which have been 
established and which are in the process of establishment, it would 
be possible to reach targetted capacity by the end of Fourth Plan. 
The representative of the Department of Chemicals replied: "I would 
not say that. But by 1975-76, by the middle of the Fifth Plan, we 
are likely to become self-suflcient. By the end of the Fourth Plan, 
according to the figures supplied to you, the production would be 
round about 2.2 million tonnes by the existing capacities and the 
new plants which are coming up. Some more factories have to be 
-put up in order to reach the capacity of 3.2 million tomcs which is 
the present target of consumption. So, another one million tonnes 
is required. To make one million tonnes you must have a capacity 
of more than one million tonnes. A fertiliser plant takes nearly 
45  years to reach commercial production. I t  takes about three.years 
for construction and then six to nine months for commissioning. In 
other words, any plant which is likely to be sanctioned during the 



67 
current year is not likely to contribute very much in the last year 
of the Fourth Plan; but it will contribute by 1975-76, So, by that 
time we will ,become self-sufficient. Therefore, we have continuous- 
ly to plan to establish more fertiliser factories to keep pace with 
the increase in the target of consumption." 

2.41. The Committee referred 13 import of Potassic fertilisers in- 
volving substantial amount of foreign exchange every year and 
asked whether Government had discovered cyny substitute for it. 
The representative of I.C.A.R. stated that there was no substitute for 
potass. It is taken out from the soil or some countries take it from 
sea water but the latter method is costly one. Attempts are being 
made to produce it in India for that purpose Mining Research Insti- 
tute was doing experiments. But so far no definite results were 
achieved. 

2.42. The Committee enquired whether i t  was a fact that pro- 
ducers of Super phosphatic fertilisers were finding it difficult to 
market this produce and that they wanted to switch over to the pro- 
duction of granulated fertilisers. The representative of the Depart- 
ment of Chemicals replied: "Supzrphosphate, of late, has come in a 
had way because it is not able to compete with the higher nutrient 
phosphatic fertiliser like DAP. The emphasis is on balanced ferti- 
lisers. If a producer places in the market a complex fertiliser which 
consists of both nitrogen as well as potassium and phosphorus, the 
farmer prefers it. The superphosphate has only 16 to 18 per cent 
phosphorous pentoxide. So, there is a genuine difficulty in the future. 
for the .superphosphate industry. Therefore, in our Ministry we 
have consultations with the industry's representative and also the 
Fertiliser Association. Thus, some programme is sought to be work- 
ed out how to rehabilitate the industry and enable them to meet 
the challenge that has come up." 

2.43. In a written reply, the Department of Agriculture have stat- 
ed that the question of encouraging the use of balanced fertilisers 
was also discussed in the State Agricultural Ministers' Conference 
and i t  was stated that "the ideal solution would be in putting on sale 
mixed fertilisers or making suitable arrangements for the mixing 
of complex fertilisers not leaving the task of mixing to the farmers 
themselves." 

2.44. In a note furnished to the Committee, Department of Agrf- 
culture brought out the following comparative position of prices of 



-fertilisers in Pakistan, USA, Japan and India for the year 1967: 

1967 - 
Ammonium Superphosphate 
Sulphnte (more thnn 25% 

PI 01) 

Oumtitv of r i a  (in Kgs) required 
t3 purchase one Kg. of fen~liser 

. . . . . . . .  -Pakistan 0.98 (West) Not available 
0.77 (East) 

Japan . . .  0.64 0.43 

2.45. During evidence the representative of t?le Ministry gave 
the following figures of comparative cost: 

Price per metric tonne of p ! a t  nutrient 

(Rupees) 

Ammonium Urea 
Sulphate 

U.K. . . . . . . . . . .  1342 Not avdilable 

U.S. . . . . . . . . .  2160 I 800 

India . . . . . . . . . .  2340 I 820 
-- 

2.46. The Committee desired to know the reasons for higher cost 
af production of fertilisers in India. The representative of the 
Department of Chemicals stated: ''The cost of production is influenc- 
ed by the technology and the size of the factories. When you com- 
pare the cost of production with other countries, the size of the fac- 
tories in other countries must also be considered. There the plants 
me huge plants, for example producing a thousand tons of ammonia 

. -and 1500 tannes of urea. Ours are smaller plants. They produce 



only about 300 tons a day of ammonia and about 600 tops a day or so 
of urea. This produw a considerable difference in the cost figures. 
One of the major steps we have taken towards reduction of price is 
to  see that new technology is utilised. It has not been possible to 
take to new technology earlier because our demands have not been 
higher. During the fast 3 to 4 years our demand has gone up with 
the result that more factories have been established with the latest 
technology and we are taking advantage of the improvements in 
technology and we are confident that the cost of production would 
be considerably less when these factories go into production. When 
self-sufficiency is reached by the middle of the Fifth Plan, the posi- 
tion will be better. Last years sellers market has already disappear- 
ed Even now, the private factories are qmting prices at certain re- 
bates and making other facilities available. So, the major trend 
here is towards reduction in the cost of production and the major 
thing is adoption of new technology and higher siz? of plants." When 
the Committee asked whether it was a fact that one of the reasons 
for the high cost of production was under-utilisation, the represen- 
tative of the Department of Chemicals replied in the a h a t i v e  and 
added: "that is one of the aspect." 

2.47. The Committee regret to find that indigenous production 
of such a vital commodity like fertilisers had been far below the 
needs of the country amd that 69 per cent to 85 per cent of the 
requirements of Nitrogenous fertilisers and 36 per cen to 100 per 
cent of the requirement of phosphatic fertilisers had to be imported 
during the 3 years 1967-68 to 1968-69, while the entire consumption 
of potassic fertilisers had been met by imports resulting in a subs- 
tantial drain on limited foreign exchange resources of the country. 
This phenomenon is partly due to persistent shortfall in the 
utilisation of installed capacity of the fertiliser factories. From the 
data relating to last three years ending 1969-70 furnished to the 
Committee, they find that while the percentage of production of 
nitrogenous fertilisers to the installed capacity has increased from 
62.7 in 1967-68 to 70 in 1,969-70 the production of phosphatic ferti- 
lisers hss shown a decline from 69 per cent in 1967-68 to 48 per cent 
of production capacity in 1969-70. The production of triple super- 
phosphatic was only 33 per cent of the capacity and that of complex 
ferbfiiser!~ was 58 per cent in 1969-70. The Committee urge upon 
Governme@ to take m s a r ! y  step to ensure that the built-up 
capacity of the industry is fully utilised. . 

-2.48. The Committee note with concern that the price of ferti- 
b the highest in India as compared with other countries. TBe 



high cost of production of fertilisers in the couqky hag h e n  pttri- 
buted partly to small size of factories and non-use of nqyv,tecbao- 
logy and partly to underutilisation of the existing capGi$. The 
Committee wish to emphasise that concerted meaeures should be 
taken to bring down the cost of production and sale price so that  
a farmer finds it economic to use fertilisers. 

(iv) Distribution 

2.49. The Committee desired to know the i~ntervals at which the 
allocation of fertilisers from the pool were made to States and the 
time that was allowed to them to lift the stocks. In a note the De- 
portment of Agriculture stated as under: - 

"On the basis of the requirement indicated by the States/ 
Union Territories, allocations of the Pool fer4;!i.;ors are 
made on quarterly basis, before the beginning of each 
quarter. Against these allocations, the State Govern- 
ments/Union Territories issue despatch instructions indi- 
cating the various destinations in States/Unim Territories, 
where fertilisers are to be despatched. Thus supplies 
can be affected only after the States/Union Territories 
issue despatch instructions. 

In the allotment letter, the States/Union Territories are re- 
quested to furnish despatch instructions within 10 days 
on receipt of the allotment letter. But they mostly do 
not furnish them within the prescribed period. Many a 
time a despatch instructions are issued and accepted even 
after the expiry of the quarter. However, the defaulting 
StateslUnion Territories are constantly reminded to ex- 
pedite despatch instructions. If no despatch instructions 
are received for the allotted quantity of fertiliser from 
a State within the year, the allotment for the respective 
qua.ntity is treated as cancelled". 

2.50. The Committee asked how the cost of fertilisers transport- 
ed by road to be reimbursed to State Governments was calculated. 
In a note the Department of Agriculture stated: "The transport 
charges are reimbursed on actual basis. These are, however, sub- 
ject to a ceiling rate of 0.25 P. per ton per Km. The reimbursement 
is subject further to the condition that the material has been trans- 
ported by the shortest mute and that the rates claimed are reason- 
able. A certificate to this effect is required to be obtained from an 
OBcer authorised in this respect by State Government. The quan- 
tity for the transportation of which the reimbursement ia claimed, 
has also to be supported by a delivery certificate from an Officer 



authorised by the R.D.1. (now F.C.I.)". During the evidence the 
wltness said that the "Decisions are taken by the RDI and now the 
F ~ o d  Corporation of India. If they find that wagons are not avaii- 
able, they will allow transport by road upto a certain distance, say 
300 or  500 kms. Normally railway wagons should be utilised but 
there are certain departures depending upon the circumstances. For 
instance, in a port like Kandla a ship would be dischargiug 22,000 
tonnes and the railway wagons would be only metre gauge wagons 
and even if used all the available wagons, we could not clear up and 
l n  such cases in addition to railway wagons, movement by road may 
be there. In Andhra Pradesh there was some disruption of rail 
traffic because of cyclones and there were some difficulties on that 
account also. Wherever a departure is made from the rule, we 
take the concurrence of the Ministry of Finance." 

2.51. The Committee wanted to know whether it could not be 
ensured by advance planning that the fertilizers are moved in time 
by mil. In a note the Department of Agriculture stated that, "the 
wagon requirement at each port is worked out every month on the 
basis of the expected import of fertiliser through that port. The 
Elallway Board is requested to allot wagon quota accordingly, and 
instructions are issued by Railway Board to Zonal Railways ac- 
ccrdingly. In spite of these planned arrangements, sometimes ade- 
quate number of covered wagons are not available for loading all 
the fertiliser that may be reqilired to be despatched. It is normally 
only under these circumstances that road movement upto a limited 
extent is resorted to supplement the Railway movement." During 
the evidence the witness explained further: "The procedgre laid 
down was that the RDI earlier and now the FCI would make over 
to the State Governments' nominees, either cooperatives or pr~vate 
dealers, whatever quantities according to the despatch instructions 
are to be issued to the State Governments. When there is a short- 
age of wagons road movement is allowed. But there have been 
cases where in spite of wagon availability, this restriction was not 
enforced but those were under very special circumstances. One of 
the conditions is that railway wagons may not be availahle; then 
we have insisted that certificates should be furnished by the various 
authorities to be designated by the State Governments in respect 
of (a) the reasonableness of rates @) the shortest route having 
been taken and (c) the fact that fertilisers have been delivered at 
the points for which charge has been made. These payments are 
made by the State Governments and then they send the %ills to the 
A.G. far  audit and after this these bills come to the P.A.0. for Pay- 
ment here. The P.A.O. checks up whether all those certificates 



have been furnished. So, in the ultimate analysis, the re8ponefbiUtp ' 
to eee that this concession is not misused is cast on the State Gov- 
ernments because evidently the Central Ministry cannot have an 
agency to check up this kind of thing all over the country. Except 
in Andhra Pradesh which is an unfortunate case, this system has 
worked very well and these has been no complaint from any 
quarters." 

2.52. The Committee drew the attention to the Third Report of 
the Committee on Public Accounts of the Andhra Pradesh Legisla- 
ture who have observed as under :- 

"The Committee, however, came to understand that several 
complaints were received by the departments regarding 
bogus road transport claims.. . . It is seen that the extent 
of check exercised on the road transport claims is not 
uniform and fool-proof. In this connection the Ccmmit- 
tee took opportunity to actually test check from the re- 
cords of the Commercial Tax Department whether the 
lorries passed through the check posts while carrying the 
fertilisers from the port the destination ar, shown in the 
bills submitted by the private dealers and certified by tne 
Agricultural Assistant at the district level. The check 
so conducted revealed that not one of the lorries did in 
reality pass through the check-post to reach the destina- 
tion.. . . It shows that the payment of transport charges 
was being made without the transport really being ~nade 
and that the certificates issued by the Agricultural 
Assistants in such cases appear to be completely ialse.. . . . 
From the note furnished to the Committee, it is seen that 
the transport charges paid to the District Cooperative 
Marketing Societies and private firms during the years 
1966-67 to 1968-69 amounted to Rs. 3.77 crores. It is seen 
further that even standing concerns like like District 
Cooperative Marketing Societies submitted bogus claims 
amounting to lakhs of rupees." 

2.53. The Committee enquired whether in all the cases of reim- 
bursement of the cost of transport of fertilisers by road to Andhra 
Pmdesh, the covered wagons were not available. The witness 
said: "It has to be found out whether in all these cases cowed  
wagons were not available. I am not in a position to my just at the 
moment." The Secretary to the Department of Agrtculture added: 
"The position is that this discretion was left with the ~egional 
Directors, Food, and thereafter when the F.C.I. came into tke pic- 



ture with the F.CJ., because it would not be possible to exercise the- 
mode of distribution centrally. The fertilisers would deteriorate.. 
 heref fore, whether these ofacers exercised due care and caution in- 
allowing road transport on such a large scale for Andhra Pradesh,. 
we will not be able, a t  this point of time, to rebut one way or the 
other, and as you would remember, this matter has been relegated 
for a detailed enquiry." In a subsequent note furnished at the inst-. 
ance of the Committee the Department of Agriculture stated: "It 
is not possible to say categorically whether in all such cases cover- 
ed wagons were not available. Owing to the chronic shortage of 
wagons for moving huge imports of food-grains and fertilisers at 
many of the Southern ports and with a view to ensuring fast clear- 
ance of cargo from the port area and also to meet the urgent de- 
mands of the State Governments for fertilisers, the procedure of 
allowing movement of fertilisers by road was relaxed in respect of 
certain ports and the Regional Directors of Food at these ports 
were authorised to move fertilisers by road. In practice, however, 
it has been ascertained that the available wagons were invariably 
being utilised to the full. The position has been particularIy check- 
ed up at Madras from where substantial fertilisers moved to Andhra 
Pradesh that the available wagons both for food and fertilisers were 
bekg fully utilised and only the balance was being moved by road. 
The alternative to not moving fertilisers by road would have been 
conjestion at the wharfs and consequent delayed clearance of ships 
leading to payment of demurrage in foreign exchange. This would 
have meant greater expenditure than the extra cost of road trans- 
port. It was, thei-efore, considered essential to move fertilisers quick- 
ly out of the port area by all possible means." 

2.54. The Committee desired to know port-wise and factory-wise 
s!lotment of fertilizers made to the States during the 3 years, end- 
ing 1969-70. From the data furnished to the Committee it appears 
that allotmmt of fertilisers are made from ports and factorie; with- 
out proper planning and without any consideration of distance and 
the cost of t ranspr t  involved in such movements. Fo110u7ing are 
some of such allotments made during 1967-68: 

(1) While 10,347 tonnes of S.A. were allotted to Andhra Pra- 
desh from a distant port at Calcutta, 2,000 tonnes of the 
same fertilizer were allotted from Neyvelli Factory (in 
Tamil Nadu) to a distant State, Orissa. 

(2) 19,108 tonnes of C.A.N. were allotted from Rourkela' 
(C)rissa) to Meharashtra and 13,765 tonnes of the same fer- 
tilizer were allotted to Bihsr from Bombay p r t .  



(3) 5,000 tonnes of urea were allotted to Anhdra PradesL 
from Nangal factory (Punjab) and 53,331 tonnes of the 
same fertilizer were allotted to Puhjab from Bombay 
Port. 

(4) '25,943 tonnes of S.A. were allotted to Bihar from Bombay 
Port and 3,000, 27,495 and 19,529 tonnes of the same ferti- 
lizer were allotted to Haryana, Jammu and Kashmir and 
Punjab respectively from Sindhri factory (Bihar) . 

(5) 800 tonnes of S.A. were allotted to Assam From Madras 
Port and 10,3471 tonnes of the same fertilizer were allotted 
to Andhra from Calcutta Port. 

(6) 4,795 tcmnes of urea were allotted to Assam and 2,500 
tonnes to West Bengal from Madras Port and 1,49,409 
tonnes of the same fertilizer were allotted to Andhra 
from Calcutta Port. 

(7) 13,765 tonnes of CAN were allotted to Bihar from Madras 
Port while 12,692 tonnes of the same fertilizer were allot- 
ted to Andhra from Calcutta Port. 

(8) 5,000 tonnes of S.A. were allotted to Andhra State from 
Sindhri factory (Bihar) and 25,943 tonnes and 57,428 
tonnes of the same fertilizer were allotted to Bihar from 
Madras and Calcutta Ports respectively. 

2.55. The Committee asked why fertilizers were allotted to 
Andhra Pradesh from Sindhri factory in Bihar and why the allot- 
ment was not made from the portslfactories nearest to Andhra Pra- 
desh. The representative of the F.C.I. replied: "Some ammonium 
sulphate has gone from Sindri but it is not on Government account. 
The Director of Agriculture or the Secretary of the agriculture de- 
partment recommends the names of some private individuals and 
we sell only to private parties or to cooperative societies and they 
take delivery at the factory at the ex-factory price." 

2.56. The Committee desired to have a statement showing year- 
wipe and state-wise transportation charges reimbursed by Govern- , 



men% d ~ i n g  the 3 years ending 1960-70. The infofmation furnish- 
ed 5y the Ministry is summariid in the f d ' f d n g  table:- 

(Rs. Lakhs) 

S. NO. State Total Break up of transport charges 
Transport paid 
ch-s pald In 
3 years 

z. Maharashtra . . , . . 260.892 . . 189.545 71.347 

3. Mysore . 198.579 9.882 152.744 35.593 

4. T a m i l N a d u .  . 131.433 30.61 43.229 58.143 

5. Punjab . 22.671 13.861 8.810 . . 
6. Bihar . 21.338 4.380 .. 16.958 

9. Madhya Pradesh . 10.008 . . 10.008 . . 
10. Rajasthan . . . . .  9.665 . . 7.758 1.907 

I I. Kerala . . . . . .  6.223 0.853 2.108 3.262 

12. Orissa . . . . .  1.126 . . .. re126 

13. WestBengal .  . 0.258 . . 0.180 0,078 

14. Uttar Radcsh . . . .  . . . . . . . . 
IS. Junmu and Kashmir , . . . . . . . . . . 
16. A s a m  . . . . . .  . . . . . . . . 

10qq -869 198 -326 598.057 248.086 
---- - -- 

2.57. The Committee asked during the evidence how some States 
had received huge amount as transport charges while others like 
Jammu and Kashmir, U9. and Assam had not been paid any 
amount. The witness said: "The system works like this. Such 
road transport is resorted to only in the coastal states mostly Andhra 
Pradesh, Madras, Mabash t ra ,  Gujarat etc. where fertilisers are 
received in the ports and have to be moved to interior over short 
distances. Assam, U.P. and other land-locked states are so far away 
1935 (Aii) LS.--6. 



from ports that we do not obviously need m y  transport of fertfllsers 
by road over long distances. Even in Punjab then are some trap 
&p=nt points where transhipment has to be done over Broad 
gauge and Metre gauge stations. For inst~nce b -jab we bring 
it up to Bhatinda from where it is transported by road. This mount 
cannot equally be distributed over the States; it dgends  upon the 
requirement and placement of delivery points and the availability 
of wagons." 

2.58. The Committee again drew the attention of the witness to 
the Report of the Committee on Public Accounts (1969-70) of the 
Andhra Pradesh Legislative Assembly who have suggested that 
"the State Government as well as the Centrp should make a tho- 
rough probe into the whole question in detail without any loss of 
time by entrusting it to the Central Bureau of Investigation or 
such other agency as is deemed fit," and have "urged the Govern- 
ment of India to make. necessary reformulation of the fertilizer 
policy, keeping in view what all has occurred in this regard and in 
such a way as to prevent recurrence of such rackets in the fertilizer 
distribution in the State in future." 

2.59. The Committee asked whether Government had ever in- 
vestigated whether the road transport facility was not being mis- 
used. The witness replied: "Since there was no complaint from 
any quarter, we thought that this was working very well. After 
the disclosures made in the PAC report in Andhra Pradesh, we have 
set up an inter-departmental committee consisting of the represen- 
tatives of the Ministry of Transport and Shipping, the FCI and the 
State Governments to go into the whole question whether this pro- 
cedure is fool-proof, whether the distance limit laid down it  all 
right or should be relaxed or increased. The whole procedure is 
under examination." 

2.60. Giving further details of the Inter-departmental Committee 
the witness said: "The Committee will have representative from the 
Ministry of Food & Agriculture, Joint Director from the Railway 
Board, Manager (Movement) of the Food Corporation of India, 
representatives from the State Government and representatives 
from the Finance Ministry and Ministry of Tranqort and Shipping!' 
The Committee asked whether i t  would not be desirable to associate 
a representative from audit with the committee. The Secretary to 
the Department of Agriculture replied: "We will be glad to have 
a representative from Audit." 



2.61. The Committee invited the attention of the witness to the 
allegatia that Borne of the People who have been accused of defrau- 
ding the Andhra Pradesh Government are getting direct allotment 
from the Government of India and that the Andhra Pradesh Food 
Secretary has made representations to the Government of India. 
The Committee asked whether Government of India knew about 
it. The Secretary to the Department of Agriculture replied: "I am 
afraid we do not have any details of this case." The Committee 
then drew the attention of the witness to the reports that Andhra 
Pradesh Food Secmtary had said that it is time that Government 
of India stop direct allotments and inisted on the allotments being 
made through the Andhra Pradesh Government. The witness rep- 
lied: "The allotments are made to State Governments and Commo- 
dity Boards like the Rubber Board. Since last year we have had 
plenty of Fertilizers in pool, so we have also allowed direct 
sales. He must be talking about the direct sales to the dealers 
which we have started only six months back." 

2.62. The Committee feel greatly concerned over the malpractices 
disclosed in the Third Report (1969-70) of the Public Accounts Com- 
mittee of Andhra Pradesh regarding the claims of charges for trans- 
portation of fertilisers by road which are ultimately rebnbursed by 
the Government of India. The charges for movement of fertilisers 
from various ports/Factories to the point of distributionlconsump- 
tion in the Andhra State paid initially by the State Government 
to the District Cooperative Marketing Societies and private firms 
during the 3 years ending 1968-69 amounted to Rs. 3.77 erores. But 
the check exercised on the claims is not uniform a,& fool proof. Pay- 
ment of transport charges was made without the transport really 
having been made. The Committee on Public Accounts of Andhra 
Pradesh have recommended that the Central Government should 
"make a thorough probe into the whole question in detail without 
any loss of time by entrusting it to the C.B.I." The Comdttee, 
would like to know the action takem in the matter. 

2.63. The Committee would also like Government to thoroughly 
investigate the allegation that some of the people accused of defraud- 
ing Government were getting direct allotment of fertilisers from 
the Central Government. The Committee would like to know if 
thore was any mala Ade intention behind such allotments and the 
action taken against all those found responsible for indulging in 
malpractices. 

2.64. From the data furnished by the Ministry, the Committee find 
that during the three yews ending 1969-70, Government of India 



have r e i m b d  road transport charges to the tune of Bs. 1Q.45 crora 
to v d o u s  States. Out of this anvount Rs. 9.42 crores, Le., 89 per c a t  
pertained to, four States namely Andhra P r d ~ h  (Eb. 3.51 =OW), 
Maharashtra (lb. 2.61 crores), Mysore (Rs. 1.99 crores) andl Tamil 
Nadu (Rs. 1.31 crores). The Committee suggest that on the basis 
of the fIndihp of the Public Accounts Committee Andhra Pradesh, 
it should be examined whether there is any loophole in the matter 
of claim and payment of transport charges which require plugging 
in any of the remaining States. 

265. The Committee note that Government of India have since 
appointed an inter-departmental Committee comprising the represen- 
tatives of the Miistries of Food and Agriculture, Finance and 
Transport and Shipping, Railway Board, Food Corporation of India 
and a representative of the State, to go into the whole question of 
transport and distribution of fertilisers. The Committee understand 
tht t pursuant to a suggestion from the Committee during evidence, 
a representative of the Comptroller and Auditor General of India was  
also associated with the inter-departmental Committee to evolve a 
fool-proof procedure to prevent malpractices. They would like to 
be informed of bhe remedial measures taken and their efncacy in 
putting a stop to these malpractices. 

2.66. From the particulars for the year 1967-68 furnished to them, 
the Committee iind that allotment of fertilisers was made in an 
unplanned manner involving substantial avoidable expenditure on 
transport. To quote only an instance, 4,705 tonnes of area were 
allotted to Assam and 2,500 tonnes to West Bengal from a distant 
port at Madras whereas 1,49,409 tonnes of the same variety of 
fcrtiliser were allotted in the same year to Andhra Pradesh from 
Calcutta. A number of such instances have been mentioned earlier 
in this scction of the Report. The Committee cannot too strongly 
stress that such ill-planned movement should be stopped forthwith 
and allotment of fertilisers to the various regions made from the 
nearest port or factory. 

Audit Paragraph 

2.67. An aerial unit was established by Government in 1956 for 
uadertaking aerio-chemical operations of spraying pesticides/ 
insecticides and also for locust control. Upto August 1964 the unit 



had acquired 7 aircrafts at a cost of $4,05,553 (Rs. 30.42 lakhs at 
post-devaluation rate); out of these, 5 aircrafts valued at $2,85,173 
(Rs. 21.38- lakhs) were received as gift under the Colombo Plan. In 
addition, the unit spent Rs. 21 lakhs (post-devaluation) on spares and 
workshop equipment. 

2.63. On the assumption that the fleet strength would be 50 air- 
crafts, in the project report prepared by the Department in 1966 
the cost of operation was estimated to be Rs. 3.27 per acre. With 
a view to intensifying production of foodgrains, cotton and oilseeds 
in the country, the State Governments were informed that the 
operational charges of aircrafts used in spraying these cross from 
the air would be subsidised by charging Re. 1 per acre upto 30th 
March, 1966, Rs. 2 per acre upto 30th March 1968 and Rs. 3 per acre 
subsequently. In the event of engagement of aircraft of the private 
sector for spraying such crops the operational charges would he 
subsidised to the extent of 66-213 per cent of the cost of Rs. 8 per 
acre (on average) upto 31st March, 1968 and 50 per cent therafter. 

2.69. According to the Department, "with the present fleet strength 
of 7 aircrafts and taking into account the present work trends and 
campaign periods, the task capacity of the aerial unit may be expected 
to be between 3.5 to 4.0 lakh acres per year". However, except dur- 
ing 1968-69, the area covered by the unit was far less as follows:- 

Year 
Area 

covered 
(In lakhs 
of acres) 

-- - -- A - - - . - - - - - - . - -- - - - -- - 
2.70. There was thus a shortfall of 5.25 lakh acres during the 

three years ending with 1967-68. The aciudl cost of operations pcr 
ncre during these three years worked out to Rs. 7.60, Rs. 5.21 and 
Rs. 5.18 respectively against Rs. 3.27 per acre estimated in the pro- 
ject report. The shortfall which had ultimately to be covered by 
private operators would result in extra expenditure of Rs. 2.65 lakhs 
by wily of subsidy payable to State Governments in excess of the 
expnditure that would have been borne had the operations been 
carried out by the unit. 



2.71. It would be seen from the table below that the total subsidy 
paid by Government of India during the three years 1965-66 to 
1967-68 on operations performed by the unit proved to be much 
more than what was estimated originally while Axing the charges 
for spraying recoverable from State Governments. 

Year Expendi- Revenue Subsidy Subsidy 
nue on earned actually estimated 
the unit paid by to bepid  
(indud- Govt. of b Govt. 
ing dep- India of India 
reciation 
and in- 
terest) 

2.72. Government stated (November 1969) that 'an operational 
effort of 3.5 to 4 lakh acres would be possible per year provided at 
least half the work is low-volume application' and that in the two 
drought years 1965-66 and 1966-67 the total work available was so 
little that even if the aerial unit had set itself an annual target of 
3.5 to 4.0 lakh acres, such a target was not physically possible of 
achievement. 

[Paragraph 35 of Audit Report (Civil), 19701 

2.73. The Committee desired to know whether Government had 
made any assessment of the area requiring aerial spraying. In a 
note, the Department of Agriculture stated that "almost all cultivated 
areas are amenable to aerial treatment either by fixed-wing aircraft 
or helicopters and there can be no assessment of areas requiring 
aerial spraying. I t  is left to the State Governments to decide what 
areas and crops they would like to be aerially treated." In a further 
note, the Department stated that, "there is no fixed area programmed 
to be sprayed. Aerial spraying is undertaken on demand, where 
crops arc attacked by insectslpests." The Committee enquired during 
evidence whether aerial spraying was preventive or curative. The 
Secretary of the Department replied: "It has to play both roles.. . . 
there are certain endemic pockets where diseases have been perma- 
nently located. For instance, there are certain etndemic Pockets for 
rice disease, Cotton disease and so on. I t  is only the year that 
Government have sanctioned a special scheme to &a1 with the en- 
demic areas. But otherwise, the normal pattern of operation will 



be that when the reports came from State Governments that such 
and such crop has been afflicted with a particular kind of pest then 
the.y ask us to assist them by either arranging Government planes 
or putting them in touch with the private operators so as to arrange 
private planes." 

2.74. The Committee desired to know whether there was any such 
legislation in the country which made spraying compulsory as in the 
case of some foreign countries. In  a note the Department of Agri- 
culture stated: "Although control operations in most cases have to 
be adopted voluntarily by cultivators, it becomes necessary at times 
to use compulsion when the obstructive attitude of a few may 
threaten the well-being of the rest of the farming community. To 
forestall such a contingency, necessary legislation has been passed 
by almost all States. The State Agricultural Pests and Diseases Acts, 
empower the executive to notify potentially dangerous and destruc- 
tive pests, plant diseases and abnoxious weeds and allow for action 
to be taken against them by the farmer on a community or collective 
basis." 

2.75. "With a view to introducing a certain element of uniformity 
in the State Acts, a Model Pest Act was framed and circulated by 
the Centre to all State Governments and Union Territory adrninistra- 
tions for enacting similar legislation or amending the existing ones. 
All States, except Orissa and Nagaland have enacted Pest Acts, which 
have provisions to control insects, pests, plant diseases and various 
weeds in notified areas through legal means. The Union Territories 
of Manipur, Tripura and Pondicherry have initiated action to enact 
legislation on the pattern of the Model Pest Act circulated by the 
Department of Agriculture." 

2.76. According to the information contained in the Audit para- 
graph and that furnished by the Department at the instance of the 
Committee, the following are the targets laid down by Government 
for aerial spraying of crops and the area actually covered by public 
and private units: 
- -. -- 

Year TmFt Area covered 
(Iakhs -- 
a m ~ )  (Lpkhs a m )  

Public Private Total 
Unit unit 

1965-66 . . . . . .  Nil 1.11 2.70 3-81 
I966-67 . . . . . .  10 1.09 2.86 4-95 
W7-68 . 10 2.05 7.79 9-84 
I968-69 . 20 3-45 11.76 15-21 
'969-70 . . . . . .  30 1.81 9-34 11.15 



2.77. The Committee enquired about the potentid capacity of 
spraying of each aircraft. In a note, the Government steted that "+e 
work capacity of an r?griculturd aircraft is dependent on a number 
of variable factors. The main ones are:- 

(a) Distance between aircraft 1 helipad and work site. 
(b) Dosage rate. 
(c) Fragmentation of the area to be covered. 
(d) Spraying speed. 
(e) Chemical payload capacity of the aircraft 1 helicopter. 
(f) Ambient temperature and worksite elevation. 

All these factors would jointly or severally affect the work capacity 
of an agricultural aircraft. However, it has been computed on a 
pragmatic basis that, taking all kinds of operational conditions into 
account, an aircraft would cover on an average, approximately 35,000 
acres per year." 

2.78. The Committee enquired as to why. in the year 1967-68, 
which was not a drought year, the performance of the Government 
unit was poor. In a n t h ,  the Government stated that, "In 1067-88 
the total work arising for fixed-wing aircraft, with which the Gov- 
ernment Unit is equipped, was 5,77,166 acres, of which 2,04,700 acres 
were covered by the Government Unit, which was 35.46 per cent 
of the total work arising. If the Government Unit did not extend 
its effort over a wider deld of activity, it was because the pattern 
of work arising was such that it was not possible to have done any 
better. Task arising were so highly concentrated in time, that is, 
so many different tasks came up at the same time, that it was not 
practicable to cover all of them at one time with the small fleet of 
the Government Unit. There were other reasons 450. For instance* 
42,100 acres could not be covered in Punjab, because the Government 
aircrafts were not suitable for this particular type of work. 62,000 
acres in Maharashtra, 63,000 acres in Madras and 6,500 acres in 
Gujarat had to be left out, became the Aerial Unit was engaged in 
two campaigns in Maharashtra at this time, that is between 15th 
September to 20th November, 1968, during which period it covered 
about 90,000 acres. 1,19,000 acres in Madhya Pradesh and 18,000 
acres in Rajasthan had to be left out, because the Government Unit 
was at that time fully engaged in the same campaigns and covercd 
1,10,000 acres." 

2.79. The Committee enquired whether, considering the import- 
ance of the protection of crop from pestsldiseases in the context of 



the food problem and ~o~ula r imt ion  of exotic high yielding varietis 
'weie more susceptible to pest and disease as compared to in&- 

genom varieties, efforts made at aerial spraying so far were not in- 
significant The Secretary of the Department replied in affirmathe 
and added: "Considering the size of the country, it is insufflcient." 
The Committee drew attention to the poor performance of spraying 
of 11.15 lakh acres in 1969-70 and asked whether Government would 
be able to fulfill the target of 40 lakh acres in 1970-71 and 70 lakh 
acres in 1973-74. The Secretary replied: "It is really the expectation 
with regard to the total programme." 

2.80. In reply to a question the witness stated: "The Government 
aerial spraying unit was more or less set up by way of reconnaissance 
purpose just to see what the possibilities were. The reconnaissance 
showed that the organisation for the handling of the work required 
a great deal of flexibility and also a fair capital. I t  was felt that 
there might be some advantages in decentralisation in having units 
placed as close to the areas of operation as possible. On these con- 
siderations it was felt that a reasonable number of licences should 
be given to the private operators. Private _enterpreneurs were will- 
ing to come forward and take a share in this work." About aug- 
menting the public sector unit, the witness deposed: "There is no 
proposal to step up substantially the Government fleet, but we may 
add a few. The types which Government have are the fixed wing 
Beaver types. Since then there have come more efficient fixed wing 
types such as Piper Pawnee and the helicopter which in certain 
situations is  referable to the fixed wing type for aerial spraying. 
We may add a few such units more or less to sr~pplement the pro- 
gramme but essentially by way of experiment." As to the present 
conditio~~ of the Government fleet, the witnes stated that, "these are 
obsolete and are not specialised aircraft.. . ."iile existing aircrafts 
would be gradually phased out and replace5 by modern specialised 
agricultural ~ircraft." 

2.81. The Committee drew attention to t:ic otwrvations (para 
4.6.6) of the Study Team of Administrative Reforins Commission 
that "the problem of lack of timely and sdequate supply of spares 
service for the aircraft has often come in the way of efficient utilisa- 
tion of these aircrafts" and enquired what were the particular dM- 
culties in thia regard. The witness explained: "We have the neces- 
sary spares hut sometimes it happens that a particular small spare 
Part la not available and then we have to place a requisition on the 
manufacturers who have to. sometimes, manufacture certain parts 
and supply them to us, as these are obsolete." Askd  about the do- 
tails of the breakdowns of aircrafts, the witness saik "The unit met 
with one ma:ior accident. The aircraft was &rc?udea for almost 2 



years. In 1966-67 we met with another major accident. In 1967-88 
we met with an accident, on account of which the aircraft remained 
on the g r o u d  for 55 days. In 1968-69, we met with two accidents. 
One aircraft was grounded for 15 days and the other for one month." 
The Committee enquired the total period during which the Govern- 
ment fleet remained grounded on account of the reasons other than 
the accidents like want of repairs, spare parts, etc. during the 5 years 
ending 1969-70. In a note the Department furnished the following 
information: 

Total period of ground- 
ing in days in res- 
pect of 7 Beaver 

aircrafts 

2.82. The Committee drew the attention of the witness to the ob- 
servations (para 4.6.6) of the Studv Team of Administrative Reforms 
Commissim that "while the privately owned aircraft are being 
operated with a high degree of efficiency, the Government owned 
aircraft do not match these in regard to their efficiency" and wanted 
to know the reaction of the Government. The witness replied: "This 
is not correct. Our aircraft utilisation rate is much higher than that 
of the private sector aircraft; in fact they are higher than the figures 
achieved by some of the leading countries in the world. Our average 
utilisation is of the order of 40 thousand cases per aircraft per year 
as against 25 thousand acres in the private sector." The Committee 
enquired why the farmers preferred private spraying inspite of the 
fact that i t  was costlier than spraying through Government unit, the 
witness stated that "it seems that there is preference for helicopter 
spraying which can attack pockets of small area with low flying and 
the work can get broken up much better than the fixed wing aircraft." 
To a question whether Government proposed to acquire helicopters, 
the witness replied: "Yes, three helicopters have already been 
acquired." 

2.83. The data in regard to the acreage covered by the Public 
iipraying Unit, expenditure incurred on establishment, etc. and the 



to id  expenditure on_ the unit during the last 5 years ending 1969-70, 
as contained in the Audit paragraph and that furnished by the De- 
partment a t  the instance of the Committee are shown below: 

Year 
h a  Esta- Rmairs Fuel, Misc. Total Total 
sprayed blish- over- oil, (Annual includ- 
(Iakh ment hauls etc. avera- ing in- 
acs) age) terest 

and 
depre- 
ciation 

2.84. The Committee pointed out that while area sprayed had de- 
creased from 3.45 lakh acres in 1968-69 to 1.81 lakh acres (by about 
50 per cent) in 1969-70, there had been a steep rise in establishment 
expenditure from 1968-69. The Committee enquired of the reasons 
for this rise in establishment expenditure. The witness stated that 
"the establishment expenditure has remained more or less the same, 
Rs. 14  lakhs per annum from 1965-66 to 1967-68. Thereafter i t  has 
shown an upward trend, because. i t  was decided in 1968-69 that the 
Government unit should be self-sufficient in technical capacity inn 
meeting the requirements of overhaul work. The unit has, therefore, 
been equipped with necessary technical staff. which has resulted 
in the expenditure going up. The increased expenditure has, how- 
ever, been more than compensated by the reduced expenditure on air- 
craft operation. The reduction under this head has been approxi- 
mately of the order of Rs. 31 lakhs per gear during 1968-69 and 
1969-70. This expenditure was a little over Rs. 5 lakhs per year 
during 1966-67 and 1967-@when the overhaul and repair of our air- 
craft were entrusted to private organisation. The unit has been 
made self-sufficient in this respect." 

2.85. The Committee desired to know the yardstick adopted for 
entering staff for public unit and how it  compared with that of pri- 
vate sector units. In their note the Department stated that they 



"do not possess information on the yardstick a4opted for entgqtab. 
ing staff in units in the private sector.'' As regards tbdr om unit, 
the Department stated that "since aircraft must have t M  inde- 
pendent crew complements for working singly in the field, every 
aircraft has a crew composition of one pilot, one aeronautical 
engineer, one mechanic and one cleaner. In case of repair and 
overhaul of aircraft at base, recruitment is made tradewise on a 
man-hour basis. The annual production work capacity of engineer 
and technicians is 1,750 hours per man. The technical posts re- 
quired for aerial unit are created only after consulting the Director 
General Civil Aviation, New Delhi. 

2.86. The Committee enquired why the Government should not 
have entirely the aerial spraying by the private sector which the 
farmers appeared to prefer. The witness stated that this was a 
"field in which some competition between the public and the private 
sector should exist." 

2.87. The witness further added that "in any case, the public 
unit of the Ministry has done useful work in opening up this area 
and developing it." Taking note of the observations of the Study 
Team of the Administrative Reforms Commission (para 4.6.6.) that 
"Government should not be operating the aircraft or as a matter of 
fact any other plant protection equipment for undertaking plant 
protection work. It should be left to the commercial organisation 
whether in the public or private sector," the Committee enquired 
how Government justified its participation in aerial spraying and 
why Government should not confine themselves to supervision and 
control of the activities of the private sector in the field in the in- 
terest of farmers. The witness replied: 'We do maintain a certain 
amount of supervision by regulating at least the rates of subsidy 
on the basis of certain hourly charges. But in a country of this 
size and with such diverse craping pattern, one may find that the 
incidnce of disease has been so widespread and evein concentrated 
that the resources which were available will get over-stretched and 
m y  not be able to cope with the problem.. . . This work is likely 
to grow very fast. Therefore, p large npnber of planes in the 
public sector will not, therefore, be efther an extravagant or an 
out-of-place proposition." 

2.88. In regard to the development of private sector, the witness 
stated that it was "being encouraged". He added: "We sre giving 
licence.? for a large number of planes of various types to them." 
The Cwnmittee desired to know the strength of the private sector * 



aerial spi'aying unit from time to time till 1969-70. in  a note the 
Departmefit of Agrfculture furnished the following information: 
-- - 

Total 
Fixed Helimp- 
wing tere 

2.89. The Committee desired to know the value of foreign 
escnange released so far to the private sector for the acquisition 
of fixed wing aircraft and helicopters, spare parts, etc. In a note, 

. the Ministry furnished the following figures of the allocatims made 
so far for import by the pivate sector: 

Y car Purpose Allocations 
made 

- 
(Rs. in lakhs) 

1966 For spare pans . . 12.165 

1970 For fired wing aircraft and helicopters, spare parts, etc.] . . 95'175 

TOTAL . . . . .  192.367 

2.90. As regards the rate of subsidy paid for Government spray- 
ing as well as private sector spraying and the manner of its release, 
the Ministry intimated that "aerial spraying in the States is got done 
by the State Governments through the public sector unit and the 
operators in the private sector. For the work done by the (Gov- 
ernment) aerial unit certain rates have been prescribed by the 
Ministry from time to time which carry an inbuilt subsidy. Against 
an estimated cost of operation of Rs. 3 iJer acre, Re. 1 w8s charged 
upto 31st March, 1966, Rs. 2 upto 31st March, 1967 and Rs. 3 per 
acre in the subsequent years. In case of aerial spraying done by 



the private operators, with the approval of the Planning Commission, 
the Ministry had given subsidy to the extent of 2/3rd of the cost 
of Rs. 8 per acre on an average upto 31st March, 1966 and 50 ser  
cent of the cost of aerial spraying thereafter. Funds were released 
to the State Governments on the basis of details furnished by them. 
Under the Centrally sponsored scheme for eradication of pests in 
endemic areas by aerial spraying, the cost of aerial spraying upto 
a ceiling of Rs. 7 per acre is met by the Government of India and 
funds are released to the S tak  Governments only. 

2.91. The Committee desired to know about the actual cost of 
operation of the private sector from time to time as com7awd with 
the estimated rate of Rs. 8 per acre. In a note, the Department 
stated that, "the Government does not keep a check on the cost of 
operation in the private sector, so long as operators do not charge 
in excess of the ceiling prices laid down by Government which are 
Rs, 8 per acre in case of fixed wing aircraft and Rs. 10 per acre for 
helicopters for a dosage rate of 1) to 2 gallons per acre." The 
Committee enquired how the actual cost of operation, if higher than 
the wiling fixed, affected the subsidy. The Department of Agri- 
culture stated that "Government have no information that in any 
particular operation actual costs of a private operator have been 
higher than the maximum rates fixed by Government of India. In 
any case, there is no question of the rate of subsidy being aflectcd 
by it nor has any claim for higher subsidy been made." 

2.92. The Committee desired to know the total amount of subsidy 
paid to State Governments from 1965-66 for using aircraft of the 
private sector. The Ministry furnished the following estimated 
year-wise figures: 



2.93. The Committee enquired how the Government satisfy itself 
before paying the subsidy that the acreage claimed by the State 
Government to have been sprayed by private sector aircraft was 
actually sprayed. In a note, the Ministry stated that "the Govern- 
ment of India do satisfy themselves before paying the subsidy that 
the acreage claimed to have been sprayed by the State Government 
have been sprayed by private sector aircraft actually from the 
reports of the State Governments. This is because the Government 
of India does this work through the State Government and the 
agencies under their control. At present under the financial rules 
for payment to operators, the State Governments issue orders for 
disbursing of sums to the different private operators after the local 
authorities under the State Governments are satisfied about areas 
in accordance with the terms of the contract which might have been 
entered into at their level with the private operator concerned and 
verification about the acreage actually sprayed by the private sector 
aircraft is done under this procedure by the officials of the State 
Governments themselves. After this, a reconciled statement of 
technical performance is jointly prepared by the State Govern- 
ment and the operator concerned which forms the basis cf calculat- 
ing the subsidy payable. Based on the State Government's com- 
munication the Government of India releases the subsidy to the 
State Governments!' 

2.94. The Committee desired to know the total Fourth Plan allo- 
cation for aerial spraying for public and private sector. The Minis- 
try submitted the following information : 

(9 Centrally sponsored scheme for meeting the cost of aerial 
spraying for eradication nf pests in endemic areas Rs. 427 lakhs 

(ti') Strengthening of Aerial Unit and for modernisation of fleet 
and setting up of the training centre . Rs. 175 Iakhs 

TOTAL . . Rs. 602 lakhs 

The aforesaid allocation excludes the provision made for meeting 
the cost of aerial spraying in respect of cash crops under Fourth 
Five Year Plan, for which information is yet to be furnished by the 
Ministry. 

2.95. The Committee desired to know why the aircraft for aerial 
:praying were not being manufactured in the country. The witness 
replied: "There was a scheme with the Ministry of Defence (Pro- 
duction) to manufacture agricultural aircraft in India about 4 years 



ago and H.A.L. had begun to design but after 4 years of development 
they came to the conclusion that these aircraft will not rheet our 
ctperational requirement. So the Ministry of Defence Production 
has now taken a decision that we should find a suitable Bircraft for 
ourselves and manufacturn it in the country under lhence." 

2.96. The Committee get a depressing picture from the data made 
available to them regarding the aerial spraying of pesticides. Dur- 
ing the iaur years 1966-67 to 1969-70, actual coverage was only to the 
extent of 59 per cent of the targets fixed. The performance during 
the year 1868-70 was particularly bad inasmuch as only 11.15 l a b  
acres were covered as against 30 lakh acres programmed to be 
sprayed. The total strength of public and private sector aerial spray- 
ing units during 1969-70 was 57. (33 fixed wing airmaft and 24 heli- 
copters). Taking the average work capacity of an aircraft as 35400 
acres per year as intimated by Government, the performance hitherto 
bas not at all been satisfactory. In view of the importance of aerial 
spraying of pesticides as a plant protection measures to maximise 
agricultural production, Government should investigate the reasons 
for the poor performance and take adequate steps to increase the 
coverage to 70 lakhs by 1973-74 as envisaged for bhe Fourth Plan 
period. 

2.97. The Committee note that in order to provide for compulsory 
spnryirlg when necessary a Model Pest Act was framed and circulat- 
ed by the Centre to all State Governments and Union Territory Ad- 
ministrations. As some of the States and Union Territories have 
yet to cnact Pest Acts, the Committee desire that the desirrbilitg of 
enacting necessary legislation early should be impressed lvpon them. 

2.98. The Committee were informed that the Government spray- 
ing unit which consisted of 10 aircrafts as against a strength of 47 
trircrafts in the private sector was started as an experimental mea- 
awe. However, the possibility of expanding the public sector unit 
wns not ruled out. The Committee find that the Government air- 
crafts have become obsolete and that these would be gradnall?r phas- 
ed out and replaced by modern speeialised agricultural aircrafts. 
The Committee desire that the exact role of the Govemslrcnt unit 
should be decided upon early and steps taken to augment the fleet 
by including helicopters also. In this connection tbe Conmittee 
w d d  emnmend the suggestion of entrusting the plant protection 
work to r Commercial organisation in the pubfie sector. 



2.99. According to the information furnished by the Ministry, 
loreign exchange was allowed to the extent of Rs. 192 lakhs to the 
private hector to import airerafts and spare parts during 19C6 to 1970. 
In view of the possible expansion of the spraying units both in pri- 
vate and public sectors, the Committee feel that developn~ent of 
indigenous manufacture of suitable aircrafts for the purpose should 
receive priority. 

2.106. Spraying by private sector aircrafts was subsidkc4 to the 
extent of two-third of the cost of Rs. 8 per acre in the rase of fixed 
wing aircrafts and Bs. 10 per acre on helicopters upto 31st 
March. 1968 and 50 per cent thereafter. The Committee learn that 
Government do not keep a check on the actual cost of operation. As 
the cost of operation of Government unit ranged between Rs. 5.18 
and Rs. 7.60 as against Rs. 3.27 per acre estimated in the project re- 
port, the reasonableness of t!le rate charged by the private sector 
shotlid be examined before releasing the subsidy in future. 

NEW DELHI; 
August 11, 1971. -- - . - - - - - - 
Sravana 'LO, 1893 ( ~ a k a ) .  

ERA SEZHIYAN 
Chairman, 

R 

Public Accounts Committee. 

1935 (Aii) LS-7. 



Statement showing qualifications and experience of the authorised controlhs of the 23 ills takm aorr 
(Para 1-12, Page 7) 

S. Name of the mill Name of the Authorised Qualification and expeti- Composition of the Ad- Whether assistance of 
No. Controller ence in the textile in-  visor^ Board. financial expert is a d -  

dustry of the Authorised able to the A u t h h e d  
Controller Controller 

I New   ma neck chock Spg. and Gujarat State Textile Cot- 
Wvg. Mills Ltd., Ahmeda- pnt ion.  
bad. 

2 Ahmedebad New TextileMills Do. &. Ltd.. Ahmedabad. 

3 Himabhni Mfg. Co. Ltd., Ah- Do. 
medabad. 

The question of constitu- Yes! 
tion of Advisory Board 
is under consideration. 3 

Do. Yes 

q Raikot Spp. and Wvg. Mills Do. . . 
Ltd.. Rarkot. 

, . Do. Yes 

Do. Yes 

5 Mahalaxmi Mills (Pvt.) Ltd., Do. 
Bhavnrpar. 

. . Do. Yes 

6 Om Patasakthi Mills Ltd.. Tamil Nadu Textile Cor- 
Coimbaton. poration Ltd. 

Do. Yes 

7 Cambodu Mills Ltd.. Coim- Do. 
Ntote. 







(3) Dy. D i m o r  of In- 
dustries. 

( A )  Joint Director of 
Industries. 

14 Hin Mlls Ltd., wain (MP) Shri . . . . B.A. Hs is an Officer of 
the Madhya Pradesh 
Govt. and has heM the 
following appointments 
prior to the appolnc 
rnent as Authorised 
Controller :- 

( I )  Investigator. 

(2) Cotton Industries 
Officer. 

(3) Officer on special 
duty. 

(4) Asstt. Director of 
Industries. 

( 5 )  Dy. Director of In- 
dustries. 

(6) Joint Director of 
Industries. 

13 Swlqieshi Cotton & Flour Shri . . . . B.Sc. (En=.) He is an 
Wlls Ltd., Indore. Officer of the Madhya 

Pradesh Govt. and has 
held the following ap- 
pointments prior to 
his appointment as Au- 
thorised Controller :- 

Do. The mill has a n p l m J  
one Senior Accomtant 

having the oualifications 
of B. Corn. LLB. He has 
also passed the Charter- 
ed Accounts Interme- 
diate examination, and is 
having 20 years ex- 
perience in this line. 

( I )  Asstt. Engineer, 
- - -  

P.W.D. - -- 



(2) Asstt. Director (In- 
dustnes) 

(3) Jt. Director 

(4) Addl. Director. 

16 Mahalakshrni.Mills Co. Ltd.. 
hawar (Rarasthan) 

Prior to ioining his State 
service, he served in 
Gun Carriage Factory, 
Jabalpur, for 4 years 
and also worked in 
partnership in Simplex 
and Enpg. Works, Ja- 
balpur for four years. 

He i s  an I A S  Officer. 
While Collector at Pali 
for four years, he had 
been dealing with pro- 
blems of textile mills. 
Also as Addl. Registrar 
Cooperatives. he wa3 
connected with setting 
up of a textile mill 
at Gulabpura. 

( I )  Secretary, Deptt. of 
Ind. Govt. ofRaiasthan 
or his representative. 

(2) Secretary, Deptt. of 
Finance, Govt. of Raj- 
asFan or his reqresen- 
tame. 

( 3) Managing Director, 
National Textile Cor- 
poration. 

(4) Authotised Controller 
of the mill (Member- 
Secretry) 

'a 
The mill boa on their 

rolls a F h d P 1 M v i s o r ,  
a Senior Cost Acaxmn- 
tant and an Anxluntant. 

The B o d  will appoint 
its own Chairman from 
time to time. 



,, Sri Bharathi Mills Ltd., Shri . .  . . . . . . 
Pondicheay . He is a Textile Techno- ( I )  Secretary, Devtt. of 

logist and has six mon- Industries Pondichemy 
ths practical training in Admn. or his represcn- 
Textile mills in U.K. tatiue. 
He has worked as Super- 
intendent. Industries. (2) Smrtnrv, Finsncc 
Joint Director of Ind. Deptt. Pondicherry 
and Deputy Commis- Admn or his repnsen- 
woner State Enterpri- tatwe. 
ses. 

18 Moclel Mills Nagpur l.td., Maharashtra, State Textile 
Nagpur. Corpn. 

(3) Managing Director of 
Nat~onal Textile Corpn. 

(4) Authorised Controller 
of the Mill (Member- 
Secretary and Conve- 
nor) 

The Board will appoint 
its own Chairman from 
time to time. 

( I )  Chief Secretary to the 
Govt. of Maharashtra 
(Chairman) 

(2) Secretarv. Finance 
Rptt . ,  G&t. of Maha- 
rashtra. 

(3) Secretary, Industries 
and Labour Deptt., 
Govt. of Maharashtra. 
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3. The Pr:ltnp Spg., Wvg. and Mfg. Co. Nil 6.52 Nil 1963-64 . 6.20 
Ltd., Amalncr 1964-65 . 7.14 ----- ------ 1962-63 1965-66 . 7.45 
(4-3-1963) (July-June) 1966-67 . 7.60 

1967-68 . 7.76 

Hengal Nagpur Cotton Mills 1-Id., Not nvnilahle. 1962 . 7.15 Nil 1964. . 4.10 
Rajnandgaon (MP) 1965. . 4'34 

1966. . 5.07 
(17-12-1Mj) (Jan.-December) 1967 . 5.32 

1968. . 5.36 
1969. . 5.88 

India United Mills Ltd., Bombay . Nil 

Muir Mills Ltd., Kanpur . , 

196.4. 105.92 Nil 
1965 . 103.35 

1965. 0.07 *1965. 19.57 1966 Nil 1966. . 16.85 *The mill remained closed 
1967 0.27 1967. . 21.26 from 9-8-1965 to 31-12- 
1968 0.05 1968. . 20.96 1965~8~ 1-1-66 t06-5-66. 
1969 0.01 1969. . 21.34 

I970 . 27'13 
(Jan.- 
Scpt.) 

New Bhopal Textiles Ltd. ,  Bhopd . 1965-66. o.  12 1965-66. 7 . 5 4  1966-67 o. 10 1966-67 . 3.87 
1967-68 0.07 1967-68 . 1.35 

(11-2-1966) (April-March) 1968-69 Nil 1968-69 . 2.92 
1969-70 . 3.33 



8. Hira Milk Ud., Ujjain . . 1965 1.18 1965 14-13 1966 0.92 1966. . 13-76 
r967 0.91 1967 . 13.54 

(1-3-1966) (Jan.-Dm.) 1968 0.99 1968. . 14.50 
1969 1.01 I969 1.01 1969. . 15'7) 

g. Swadeshi Cotton and Flour Mills Nil 
Ltd., Indore. 

1965 8.94 Nil 

10. Sri Rharathi Mills Ltd., Pondichcrry Nil 

I I .  Aurangabad Mills Ltd., Aurangahnd Nil 

3.18 Nil 

1965 0.52 Nil 

12. Mahdakshmi hiills Co,  Ltd., nc~war  1966 0 . 0 2  1966 2. I )  Nil 
(Kaissthsn) 

13 .  New Maneckchock Spg. and Wvg, 1968 Nil lyhd* 1 . 2 2  Nil 1969. . 3 . 3 3  *Mill worked partially. 
hiills lard., 11 >emadabati ---- 
(14-. -19691 ij .l.-r)cc.) 

14. Om Parasakthi Mills Ltd., Cr~imba- rghy o~o4*1968 o,14 Nil 
tore (ending March) -- 

( 2 ,  -5-1Mg) (April-March) 

1969. . o. 12 *Includes Doubtful debt3 
From } 0.29 
30-9-70 

1 5 .  Digviiay Spg. and Wvg, Co. Ltd., 1968 Nil 1968 17.89 1969 Nil 10-7-69 1 7 , 7 C  
I3ombay to 



16. New Victoria Mills Co. Ltd., Ahme- 
drbsd 

(30-8-1969) (Jan.-Dec.) 

I?. Ahmedsbnd New Textile Mills Co. 
Ltd, Ahrned~had 

(6-9-1969) (Jan.-December) 

18. Hhabhai Mfg. Co. Ltd., Ahmedabad 

(g 10-1969) (April-March) 

19. Cambodia Mills Ltd., Coimbatore 

(a-10-I*) (Jan.-Dec.) 

20. Kishn~veni Textiles Ltd., Coimbatore - 
(a-10-1-1 (Jan.-Dcc.) 

2 I. Sri Ranga Vilss Ginning and Spg. and 
Wvg. Co. Ltd., Coimbatore - 
(7-1-1973; Um.-Dec.) 

22. Rajkot Spg. and Wvg. Mills Ltd., 
R a m .  
(20-6-1970) (Jm.-Dec.) 

23. Mlhnlobbmi h4U Ltd., Bhavnagar 

Nil I- 0.81 

Nil 1968-69 1.20 

Nil 19690.51  

Nil 1968-69 0.66 

Nil 1969 1.93 

Accounts after take over not finalised. 

Do. 

Nil 1-1-70 
to 

30-9-70 

Nil 1-1-70 
to 

30-9-30 

Nil 1-1-70 
to 

30-9-70 

The mill started working on 2-2-1971. 

ThemiU has started working on 3-2-1971 

*Mill worked Partially. 

L( 

*Includes doubtful debt. 

*Includes doubtful debt. 

*Inclu3ea doubtful debt. 

(6-8-1970) (April-March) -, - ----- 



APPENDIX 111 
:Copy of the letter from Chairman, Tea Board to Government, 

regprding the objects in the agreement. 

(Para 1.55, Page 36) 
No. CHIPerl81, 
April 21, 1969. 

Dear Shri Singh, 
Pathini Tea Estate. 

The Pathini Tea Estate is owned by the Government of India and 
is managed by its original Mg. Agents MIS. Octavius Steel & Co. Ltd. 
Calcutta on the basis of commission on sales and on profit. The Gov- 
ernment have appointed an Advisory Committee of which the Chair- 
man of the Tea Board is the Chairman and the convenor is the Mg. 
Director of Octavius Steel & Co. Ltd. The Dy. Financial Advisory, 
Ministry of Finance (Foreign Trade) the Uunder Secretary of Minis- 
try of Foreign Trade and Shri P. K. Kanoria are the Members of the 
Advisory Committee. The Advisory Committee met only once last 
year in May and on the basis of the recommendations by the Commit- 
tee sanction on the various items were given by the Government after 
getting the necessary Clarifications from the Managing Agents. The 
Committee met recently again on 18th April 1969. The position 
which came out in the meeting was very disquiting and I think that 
steps should be taken by the Government to recover some of the 
losses of the Tea Estate from Octavius Steel & Co. for mismanaging 
the Estate. 

This Estate made some profit in 1966-67 and is likely to lose near- 
ly Rs. 1.50 lacs in the year 1969. We do not know how much exact- 
ly the estate would lose in 1968 because all the teas have not yet 
been sold. In fact only about 213 of the crops of 1968 has been sold 
to-date. 

I may mention that the fact that the Comoany has so badly 
managed the Estate came to my notice just before this April meet- 
ing of the Advisory Committee. The visiting Agent of Octavius 
Steel & Co. Ltd, has sent a report on the Estate. (The original one 
has been sent to Ministry and we received a copy on 14th April). 



This report, as you will notice from what I have said below, is very 
disquiting. When I received this report I asked M/s. J. Thomas & 
Co. who are the Brokers for this Etate whether they had noticed 
the bad quality of the tea produced by this estate. J. Thomas & 
Co. said that they had reported the matter to the Mg. Agents 
throughout the year and had recently sent them an annual report 
On my request they have sent us a copy of this year ending report 
and I am enclosing a co2y of the same for your perusal. 

Coming back to the report of the visiting agent I might quote a 
few seniences below. The revenue expenditure of the garden has 
gone up by Rs. 4.33 lakhs from the estimated expenditure. One 
of the largest items giving to this excess expenditure is on boxes 
account. Actually Rs. 51,062 were the excess expenditure on this 
account. The reason is that the Estate management did not pack 
the boxes properly. The words used by the Visiting Agent am 
"Packing was disappointing and the net-weight per chest was at 
least 5 kg. lower than the other gardens". I understand that the 
chests are supplied by the Mg. Agents and therefore it appears that 
there might have been some indication to the garden manager to 
utilise more chests that were necessary. This has meant a loss of ' 
the estate but a profit to the Mg. Agents. 

Apart from this, the management of the garden at all states 
was very poor. We may start with the stage of maintenance. The 
visiting Agent's words are "the vacancies in mature tea have 
increased to 30 per cent and the loss of crop due to this increased 
accordingly". 

Next stage is plucking. Here the Visiting Agent says "The 
standard of plucking was poor throughout the season and has been 
reflected in the tea produced". 

We now come to the question of manufacture. The Visiting 
Agent says here "teas were generally of a poor standard during 
1968 although occasionally some invoices were found to be useful. 
The main defect appeared to be in the processing of the leaf and 
teas were flaky and open with too much uncut stalk and fibre 
present. A high percentage of secondary and artificial teas were 
produced which were almost unfit for sale". You will notice that 
almost simllar words have been used by the Brokers--J. Thomas 
& Co. who have said that some of the k a s  produced were not fit 

- for human consumption. 



105 
This is so far a s  the year 1968 was concerned. The estate has 

some replanting and extension programme and here also the main- 
tenance of the young plant and the shade trees was disappointing. 
For instance the Visiting Agent says " t k  extension planting a t  
Champabari is very disap2ointing. The large flat in particular is 
much below standard where there have been many deaths and green 
crop is almost non-existent" and again "all the plants of clones Nos. 
TV11, TV12 and TV13 have died as a result of being over grown by 
jungle during the rains". In regard to the shade trees the visiting 
Agent report says "The work was of a poor standard as saplings 
which were far too small, were planted a t  the wrong time of the 
year". All these mean that the Managers have put the future 
prospects of the Tea Estate in a doubtful position. 

I could go on in this manner but I hope written enough to say 
that the Octavius Steel & Co. did not manage the tea estate properly. 

I n ~ a y  mention that according to the usual practice, apart from 
the Broker's report the Mg. Agents themselves keep a weekly watch 
on the quality of tea produced, and therefore they cannot say that 
the visiting agent's report came to them like a revelation a t  the end 
of :he year. Also so far as I know according to the agreement with 
Ocravius Steel & Co. they should inspect the garden i~eriodically. 
In other words they cannot say that they were not aware of what 
was happening throughout the year. Perhaps they thought that 
nobody would go into the details about the working and they would 
take shelter behind the common plea that 1968 was a very bad 
ytar for tea. 

With a hind sight one might say that it was wrong for 3 s  to 
entrust a garden to a Mg. Agent who had sold the garden after 
finding out that they could not run it profitably. But nqw that we 
have entrusted the garden to them even for 1969 I think we will 
have tci keep a closer watch on them throughout the year. In any 
c x e  the Government decision to pass on this estate to a reliable 
Erm on a long term lease basis must be taken quickly so thst we do 
not have to keep the garden with this comDany in the vear 1970. I 
would also repeat what I have said at the beginning of this letter 
that Government should write to Octavius Steel & Co. to com- 
pensate the Government for some of the losses. Atleast so far as 
the extra use of the tea chests was concerned they cannot deny 
that i t  meant more profit for them and a loss to the Estate. They 
shnuld give back the Government this amount. 

Tn this meeting of thn Advisorv Committc~ I had s ~ o k m  to their 
reprcrsentatives about all these defects pointed out by the Visiting 



Agent, They had no explanation to offer and only said that they 
had written a strong letter to the Manager to be careful this year. 

Yours sincerely, 
Sd/- 

'Shri, 
Add. Secretary, Ministry of Foreign Trade, 
New Delhi. 

7th April, 1969. 

COPY 
-- 
PATHINI TEA ESTATE 

(SEASON 1968) 

L)uring the season under review, only CTC teas were manufac- 
tu1.2d and the general standard was rather disappoint Sorting was 
inconsistent with leaf colour, sizes and fibre content varying from 
lot to lot. The primary grades were generally grainy but the BPS 
were small and mixed while the BPS'S and the BPSI's wvrc rather 
bold and uneven. Dusts were rather poorlv sorted, the DPs bein:: 
large and mixed while the CDs were too flurry to attract blenders. 
Through out the season a large quantity of renrocessed dusts were 
a h  Feen and these were of a w r y  poor standard. At the end of 
tke season, some of these teas were found to be unfit for human 
consumption while a few others m r e  very mixed and dusty. 

The liquors were fairly full and coloury but generally tasted 
coarse and the reprocessed teas were also very dull. 

-4s for the coming season, we feel that every effort will have 
tu be made to improve the standard of teas both leaf and liquor. 
tt'~!:~ virtually all tea growing areas in world harvesting larger 
crops, teas with poor appearance as or liquors are likely to be 
sevewly discriminated against Teas from Cachar sell mainly for 
their leaf appearance and buyers prefer grainy teas with blackish- 
brown leaf colour. In this connection, we feel that the CTC cuttinq 
at Pathin needs to be greatly improved. Correct alignment of roller 
is very essential and the roller settings should be checked daily. 
CTC segments should be sharpened frequentlv, ertainly after 
manufacture of every 500 mds. of made tea. This will help in 
obtaining a grainlv cut and improving the appearance of primary 



p d e s  while at  the same time reducing the percentage of secondary 
grades. J 44 

The dull and coarse characteristics of liquors may be due to 
inefficient firing and/or delay in sorting and packing. All aspects 
uf manufacture should be given most careful attention and wc n o p  
to see teas of a considerably improve standard in the forthcoming 
season. Needless to add we will be only too pleased to render every 
possiblc assistance to the Manager. 



(Running Expernu) 

(Fig. in Rs.) 
- . . . - . . . . . - - . -- _ _ _ I _ _ _ _  -_ - _ . ._ .--- 

Garden Expenditure 19% 1966 1967 1968 1969 

r.Cultivntion . . . . 
2. hlPIlufoc~re . . . . 
3. P o w  and 1;ule . . . 
r .  Boxcs . . . . . 
5. Ta Despatchinp Charges. . . 
6- Establishment (Sa lsr i~  & Wages) 

7- Tmsport and Maintenana . 
8. R,plirg t3  Buildings. . . . 
9. R e p l i n t ~ M d i o c r y .  . . 

10. rAJour rsld Staff Weltarc.. . 
t r .  L.rrdRart. . . . . 
$3. ptesradTurcs . . . 



. .  13. Prorident & Superannuation Funds Contributions. 

16. Mircellancous Expenses. . . . . . . .  
. . . . . . .  15. Labaumd SufiBonous 

. . . . . . . . .  16. Insunacc. 

cukmtla ,%#mbiwe : 

17. Inaucrwc. . . . . . . . . .  
. . . . . . .  18. Miscellnneoua Expenses. 

19. Auditon' Fees. . . . . . . . .  
Agents Remuneraiian : 

. . . . . . .  m. Gwmission on Crop. 

. . . . . . .  zx. Commission on Profit. 

. . . . . . .  22. London OBce Expenses. 

Frtight and Marketing Expendiiure : 

23. Freight and Sale Charges. . . . . . .  
24. Brokerage . . . . . . . . .  

Governtent L)uties and Tea Ccss: 

25. Tea Cess . . . . . . . . . .  
26. Excise Duty . . . . . . . . .  
27. West Bengal Entry Tax.  . . . . . . .  
28. Manager's & Assistant's Commission on Profit. . . .  
a. Manager's Planting Commission . . . . . .  - - -. - 



. . . . . . . . . . . .  30. Interest 15,049 4; 456 78 . . . . 11.88 . . 3 ' . . . . . . . . . . .  31. ~jepmciation &7g5 oo 21,215 oo 25170j.w 30,528 rn 59,017.00 

&. &nibdon to National Defence 1:unJ. . 1,878 oo . . . . . . . . 
t .  . 4  , . . . . . .  >3. Ex'pmditurt on grow more food scheme. . . . . . . 30,140'01 

, CAPITAL EXPENDITURE . . n 
( ~ i ~ u r e s  in ~ u p e i s ) .  

.... - --, . . . . - . . . - . . . . . . . . . . . .  .-....... - - - - -- .................... .......-... 

M~cbi iery . . . . . . . . . . . .  . . . . 1~48,815.56 . . . . 
Land Development (for Extens~on planting) . . . . . . .  . . . . 14624 69 14,524.69 27,074.81 

Buildinp (Labour Houses) . . . . . . . . .  . . . . . . 25,390' 57 . . 
. . .  . . .  Tmsporr ( TMB Lorrr). . . . .  . . . . . . . . 549353.51 

Furniture . . . . . . . . . . .  . . . . . . . . 4 a . m  

Grow more F d  Scheme. . . . . . . . . . .  . . . . . . . . 6,056.95 

(Land Development, Water Suppl) Scheme and Agr.cultura1 ~mplerncnts). __ . --- _ _ -  I _ - _ _ _ P 



. . . .  

s 'A- -rA 



Bihu Arrah . . . . Under IADP . . . . j o m  8,379 4. 08 
upto R l y  

Hazaribagh . . . UnderUSAID . 10,m NA NA 
Patna . . . . State Govt. . . . . NA NA NA 
Pusa . . . . N A  NA NA 
~ a e  . . . . ~nA'er US)AID . 10,000 NA NA 
Sin& . . . . Pert : Corporation df 1ndia. . 60,000 NA N A 

Bardoli . . . . Under IADP . . . . 30,000 NA 8,191 

Baroda . . . . Guiarat State Fertilizer Co. . 10,ooo NA NA 

Deesa , . . . State Govt. . . . . l o , m  NA NA 

5,764 17,807 
npto Sept. 

NA NA 

23 Thasn . , . . ,, , . . . . I O , ~  NA NA N A NA. 

25 Junngsirh . . . Under USAID . . . 30,000 NA 10,174 10,620 4,807 
upto O n  

Hnry~~1. . . . 26 Hissar . . . . StnteGovt. . . . . 10,000 NA NA N A NA 

27 Kamal . . . . UnderUSALD . . . 12,- NA NA 15,828 8,427 

28 RohtPk . . . . State Govt. . . . . NA Started in 1969 NA NA 

J &  K . . . 29 J m u  . . . . State Goyt. . . . . 12,000 NA N A NA NA 
30 Srinr~pr . . . State Goyt. . . . . x2 ,m NA N A NA NA 

Renh . . . 31 Meppey . . . Under IADP . . . 15,000 NA N A N A NA 



33 Udyogommdd . . Fertilizers& Chemicals Tram- 
COI-CL~CL . . . . 1o,d00 f lA  

34 Vellnyd . . . UnderUSAID . . . 15,000 NA 

36 Indore . . . . StateGovt. , . , . 6,000 NA 
to 
i 8,000 

37 Jabalpur . . . Under USAID . . , xo,ooo NA 

*ramjl NaJJ . . 38 Aluthurai . . . Under IADP . . . . 48,000 16408 

39 Avadi . . . . Shaw Wallace& Co. . . NA N A 

40 Coimbatore . . . Under USAID . . . 1 5 , m  NA 

41 Coimbatore . . . Scientific Fertilizer Co. . . NA] NA 

42 Cudddore. . . . State Govt. . . . , 15,ooo NA 

43 Ennore . . . . EID Parry Ltd. . , . 900 NA 

44 Gudiaham . . . State Chvt. . . . . 15,000 NA 

45 Kancheepuram. . . State Govt. . . . . IS,COO NA 

46 Koilpatti . . . State Govt. . . . . r5,ooo NA 

47 Madurai. . , . StateGovt. . . . . 15,ooo NA 

N A 4,095 11,685 
Apnl to upto OcL 
Dee. ex- 
clude June. 

NA N A N A  

upto Sept 
N A N A NA 

NA 7,284 8,713 
July to Dec. uoto to 

NA 10,132 12,298 
April to Upto Oct. : 
December 

NA NA N A  

NA 32779 10,538 
Aug. to upto Oct.] 
November 

NA 8,035 ~ I A -  
June to upto Sept. 
December 

NA 6,115 10,975 
May to upto Sept. 
December. 

NA 4,932 9,005 
Aug. to upto Ocr 
December exapt  

Jay 







Rajtsthan . . 82 Durgaputa . . . State Govt. . . . . NA N A NA NA N A  
83 Sri Ganganagar , . ,, ,, . . . . NA N A N A NA NA 
84 Jodhpur . . . . Under USAID . . . ro,ooo NA NA NA NA 

85 Kota , . , . State Govt. . . . . NA N A NA NA NA 

UnarPradoh . . 86 Aligarh . . . . under IADP . . . . 30,000 NA 6619 10,181 9,607 
Fcrilizer Corporation of India . NA N A NA upto Oct. 87 Gorakhpur , . . NA NA 

88 Kanpur . . . . Under USAID . , . I O , ~  NA N A NA N A  
m WestBenpal . . 89 Burdmm . . . UnderIADP. . . . 30,000 5,345 8,917 9,gs5 14,& 

90 Calcutta . . . Under USAID . . . ro.ooo NA NA N A  upto Sept- 
N A  

91 Calcutta . . . Shew Wallace& Co. . . NA N A N A N A NA 
92 Durgapur . . . Fen. Corporation of India . 7,000 NA N A N A  NA 

to 

93 Rirhra . . . . Phosphate Co. Ltd. . . 
Delhi . . . 94 Delhi . . , . Under USAID . . . 
Goo . . . 95 Margo1 . . , . E ~ e n & C o .  . , . . 

$16 Panaii . . . Union Territory . . . 
HirmrctulPradash . 97 Palunpur , . . ,, ,, . . .  

98 Simla . . . . Under USAID . . . 
99 Sunder Nagar . . . Under IADP . . . 

0 





(Para 2.22, page 107) 

Statement showing the denrcvtds niode by c!aricnrs Sratcs qf different ferrilizers and their actual ronwmptltr durivp rEe .?ears 1967-68, 1968-69 
a d  rg6g-70. 

I 967-68 (om metric tones) - _ _ _ _ _ _ -  - _ A  __I__ _ _ . 

Said 
No. 

State 

N P I< Total N P K Tolal 











f. Guiarat . . . .  285 r 87 Nil. (i) The  existence of policy of freesde of fertilisers. - (ii) Fertiliser s ~ n ~ l i e d  was in damaeed and tom bans and in d e t e r b  . , 
rated condiiion. 

- - 
(iii I The fertilisers supplied by Guiarat StateFertilisers Company- 

Ltd., Barorla are in g o d  condition and hence the fertilism 
from Pool arelying unsold. 

w 
*6. Hapnna . . . . . 6,262 7,847 3.54- (i! Excessivesuppliesby the Pool. 

tii) Lack of promotional efforts for Di-ammonium Phosphate,and 
(iii! Coloured and powdery vareity of Ammonium Sulphate is not 

popular. 

7. Himachal Pradesh . . . r,yRo z . p o  267 (ij IJnprecedented drought conditions. 
( i i r  lligh prices of fertilisers. 
(tii) Stoppage of taccavi loans. 

g. Kerala . . . . . 3,166 4 , 9 9  Nil. ( i )  Fertilisers are costly compared to similar or, more or less 
similar fertiliser products. 

!iil Even slight deterioration of the fertilisers lead to non-off-take 
of fertilisers. I 

( l i~)  The introducrion of wide rangs of mixtures and compleses has 8 
effected the saleof straight fertilisers. 

lo. M dhyapradesh . . . . 1,302 450 Nil. Due to production of new kind of fertilisers the old fertilisers lost 
their popularity. 

*IT. Maharashtra . . . . 39,249 31,953 2,370 (i) Inadequate r~lnfa11 during last three ~vntinuous years in some 
parts of the State. 

(ii) Ammonium Phosphate 3 1.i Di-ammonium Phosphate are not 
.... popular. 
;III) F.C.I. and G.S.F.C. are selling the fertilisers direct to theculti- 

vators with credit facilities at lower prices. 
(iv) Extension of credit tacilities to societies and privateparties. 

*12. Mysore . . . . . 24,300 13,700 6,300 (i) Sufficient fertilisers are available in free market. 
(ii) Escessive and untimely supplies hy the Pool in 1968-69; and 
(iii) Unfnvourable seasonal conditions. 



Stock of 
Serial Name of the State1U.T. 
NO. N P K 

Reasons for accumulation as reported by the States] 

13. . . . . . No report 

957 5x5 324 No comments given by the State Govcmmcnt. 

646 510 207 Thesefertilisers areunpopular with theryots. 

. ' 1,414 ~1,582 727 (i) Continuous drought conditions in the western parts of Rai-3- 
than and floods during 1969 in some parts of the districts. 

!ii) Absence of credit facilities to  the cultivators. 
(iii) Ammonium Sulphate was not popular. 

. 16,846 3,r I 9  495 ( i )  Many of the varieties of the Chemical fertilisen were supplied for 
the first timemder Pod arrangements during theyears,r~67 
and 1968 and that in spite of adequate ~ropaganda those 
varieties did not gain. popularity among the ryots. 

(ii) Due to unprecedented and severe drought conditions in many 
parts of the State during 1967-68 which had also affected 
off-take of chemical fertilisers. 

-No r-port 

. Nil. Nil. Nil. No stock with the Stqte Government. The stocks with the private 
parties are not known. 

. Nil. 45 4 (i) Removal of subsidv. 
(ii! Fall in market price of paddy. 

Nil. Nil. Nil. 
m. Gca,Daman& Diu. . . . Nit. 112 Nil. No comments w e n  by the Union Temtory. 





APPENDIX VIiI 
Summary of main ConcInsims/Recornmcndat~~ns 

2- -. - - . .- - - . 
S .  No. Para No. Ministry Deptt. 

1 2 3 _ _. __ _ - . . . . - -. - . 

r 1.35 Forei9~1 Trade The Committee are concerned to note that as many as 100 cotton 
textile mills out  of 660 in the country are sick and that the problem 
iacing these textile mills had got zccentuated sin= 1965-66. The 
('c;:.~nlittee consider that Government shouki have carried out a 
s ~ u d y  in depth of the problems amicting the textile industry and 
t ; ikr:~ timely remedial measures to sustain the industry. I 

t4 
OI 

Management of 23 mills which were closed or on the verge of 
-do- c.,,;ure had been vested in authorised controliers appointed by Gov- 

ernment under the Industries (Development and Regulation) Act, 
19.ji. The accumulated losses of these mills which were Rs. 1607 
lakits prior to take over by the authorised controllers increased to 
Rs. 2636 lakhs subsequently. The Committee desire that reasons for 
the continued losses should be gone into thoroughly and urgent steps 
tdken to liquidate or reconstruct the mills. The Committee were, 
however, given to understand that orders have been passed for 
~mxmstruction under Sub-section 2 of Section 4 of the Cotton Textile 
Companies (Management of Undertakings and Liquidation or Re- 

* 



co~lst!  uctiof~) Act, 1965 in  respect of 4 mills and for liquidation 
un4cr Sub-section 1 uf Section 4 of the Act in respect of two mills. 

i n  rrJpect of textile mills which have been taken over by Gov- 
r .  !iment, the Committee would like Government to put this oppor- 
1~11:ity to &ective use by modernising ?he mills taking into account 
t l?:  \rends of consumer requirements within the country and the 
c . < ) i c t ~ . i  r:larket. They would also like Government to see how far 
t:.,+: 0 .  '!<uction in these textile mills could be sustained and stepped 

tc, !I: ..st requirements for common i.arieties of cloth which are 
i i i  de::rc~ltl by the public. I sh:?uld. in o~r t icu la r ,  be ensured that 
tl?r I :  stilc mills p rodue  the cloth nt nmst competitive rates so as 
1 1 %  hold t h e  price line. 

The ~valaily that nmicted the mills arose out of a combination of 
factcxr 5 such as gross mismanagcrnent. lack of funds, inadequac~ of 
ralv (tntinn. surplus st?ff. old crtd nutdntcd machinery etc. The 
Cnmrnittve undrrstand th.:t assistance is being rendered by :he 
National Textile Corporation in the purchase of cotton at economic 
~ ! . i c ~ .  The Committee feel that thr long term solution lie: in 
incrwsing the production of cotton in the country. Accordin?ly. 
t l l ~ ~ ? .  would suqgest that n suitablr scheme should be tvolvecl to 
vn;lilr that the prcdl~rtirrn is s t e9p~d  up suhstnntially in ~ie;: of 
he  str;:t(yic positin~i nf the textile industry in the economy 2s a 

ivhn l r .  
The Committee find that there are 5.907 surplus staff in 16 mills 

f c 3 1 i w  o w r  hv the authorised controllers accounting for a financial 
-- -- . . . . , . . - . . - -- 



- - -- A .. 
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burden of Rs. 10.31 lakhs per month. The ~ornmittee are concerned 
to note a significant riw in establishment expenditure in respect of 
quite a few mills after their take over by authorised controllers. A 
scheme has been formulated already for rationalisation of labour 
strength which is expected to result in a saving of Rs. 1.24 crores per 
annum in the wage bills of these mills. The Committee would 
urge that suitable training facilities should be provided to labour 
who are found surplus so as to facilitate their gainful absorption in 
othcr i,xoduction units. The Committee would like to be apprised of 
the progress made in this regard. 

;; 
00 The requirements for modernisation in respect of 22 mills as 

as;essed by the National Textile Corporation work out to Rs. 15.73 
crores. The Commitke were, however, informed that Government 
have accepted the need for about Rs. 3 crores worth of equipment 
immediately in respect of mills having export potential. The corn- 
mittw would urge that the immediate requirements of other d m  
should also be examined by Government early. 

From the particulars of authorised controllers of an the 23 mills 
taken over intimated by the Ministry. t%e Committee find that 
13 mills a- managed by the respective State Textile  ti^^^ 
the remaining are under authorised control?ers ??pointed for indivj- 

d o -  



dual mills. The authorised controllers are not all experts in the 
field. Further in a number ot cases expert financial assistance is 
not available to them and the question of constitution of Agvisory 
Board is under consideration. In this connection the Committee wish 
to observe that the States which a t  pxsent  do not have ~er;'tlle 
Corporations of their own sliould be urged to set up one so that 
rehabilitation and management of the mills taken over codd be 
done jointly by the States and the Centre. They would also like 
Government to ensure that the assistance of an expert in Bnance, 
accounts and audit is available to the management of each mill. 

-do- As regards four mills assisted by Central Government, the position - 
that emerges from the annual account is very depressing. The 3 
accumulated losses of all these mills (Rs. 1,336 lakhs) exceed the 
paid-up share capital (Rs. 384 lakhs) by Rs. 952 lakhs. The current 
liabilities of the mills exceed the current assets in all the cases 
excegt one. The Committee note that Government have decided 
to liquidate one of these mills. They wish to emphasise that the 
potential of the ~ m a i n i n g  mills to grow into viable economic units 
with investment of reasonable amount of funds should be carefully 
gone into before proposing reconstruction. The Committee do not 
favour handing back the mills to previous owners who have grossly 
mismanaged them. 

-do- The Committee find that while the National Textile Corporation 
is within the purview of audit of the Comptroller and Auditor 



- - --.---- -- - - 
General, the mills which received suzstantial financial assistance in 
the form of loans and guarankes from Central and State Govern- 
mentsXorporations are not. As this is not a satisfactory arrange- 
rnent, the Committee feel that the Comptroller and Auditor General 
>l~ould he empowered or mpestcd on a consent basis by incorporat- 
ilig suitable provisions in the relevant agreements to audit the 
xcounts  of such mills. As it is already under consideration, the 
Committee would like Government to settle the matter early in con- 
,xltation with the State Governments. 

Y 
4 r  T11c Committee note thst thc intention of Government in pur- 

chasing the Pathini Tea Estate was to run i t  as a paying concern 
2nd ;11w to obtain control of qn area of strategic importance. The 
catnte was. however. continued tn he managed by the agent? of the 
prwious owners. The continuance of the agents on an annual basis 
;..d relating the commission payable to tFsm to the gross proceeds 
o r  ton crnps. which were admittedlv uwdkfwtorv  f e ~ t u r e s  of the 
:;~rcement. nctcd as a disincentive to take up replantation and new 
:~l:qt.~tion. Only in November. :969 s t t emp=  were made to lease 
, . . t t  the ostate on a long term ba~is.  Thp Committee were nct a,iven 
an\. mecific reasons for the delay nf over three vears in takbq this 
stcp. They would likc t,-. hiom why the lacunae in the agreement 
~0!!1.i pot k noticed aqd r ~ m c d i ~ ]  stens t a i q y ,  earlier, They -:i.o?ld 



;iisc) iike to  \now the progress made in handing over the estate to 
ti lt .  poposed National Tea Compan or to lease i t  out on long term 
l...ci. . .  . 

do- . TI!, L'ommitter regret to note that no attempts were made by 
i;::rernment to make the estate profitable. Neither any survey was 
eunciuctc? by Golrernment after t h ~  purchc.:e of the estate nor was 
thc scope for- increasing the profitability on the bssis of the survey 
s ~ i d  I I have been conducted by the previous msnagement examined. 
Out of the total area of 3.412 hectares the area under tea is only 
787 ht-ctarcs. About two-third of the plantetion is o w r  40 years old. 
Onlv about 40 hectares v.we brought under new plantation ciuring 
1!)R5-68 and no area was replanted. The Committee hope that neces- , 

U J  
- . , . l - t .  wtinn tn improve the yield will be t lken earlv. u 

The Cornmittce note that the fact that  an area of 92.77 acres of 
the r ~ t a l e  was r u t  inrladed in the waste !and grants and 'pattas' 
during second resettlement o~2rat ions wls not brought to the notice 
of Gnvernmrnt a t  the timc of purchase of !he estate. They would 
like to ;:now how this fact was overlooked and how far the price 
actually paid for the estqte was justified in the absence of this 
informat ion. 

1 . 7 -  I.'',wi;; : ' l ' ~ - i ~ : l c  The ('on~mitte? further note that  an  al-9s of 144.82 acres ;S occu- 
~ x t e i n i l  Affairs pied bv a foreign Government since 1062-63. The garden manager 

of the Estate appeared to have reported the encroachment in writing 
to the Government of Assam onlv in May. 1967. The Committee me 
?;str%od to note the serious !-me on the  art of Government in -- -- _ _ __ _ .  _ - -  _ _ _ _  _ 



I a 3 4 -- - 
having overlooked the illegal occupation of a part of the &ate by a 
foreign ?ewer which remained undetected for a long time and for 
which no effective steps seem to have been taken for recovery. The 
Committee would like to be apprised of the action taken and the 
result thereof. 

14 1.89 Foreign Trade The Committee were informed that the waste tea was either sold 
to the coffeine manufacturers or destroyed. As research results 
have shown that 'tea waste mixed with cattle manure may be applied 
with advantage without compositing provided it is tried at  least one 
year before planting of tea', the Committee would suggest that 6 
Government might examine as to how far the quantity of tea waste N 

at present disposed of by burning can be utilised with advantage. 
-do- In a number of cases the time taken from the date of despatch of 

tea from the garden to the date of actual sale was in excess of 12-13 
weeks during the years 1967-69. The delays during 1968 have not ; 
been explained by Government. As such delays are bound to affect 
the prices either due to lack of demand or due to damage, the Com- 
mittee trust that expeditious despatch and sale would be ensured in 
future. 

do- The Committee note that as against a loss of Rs. 5.30 lams during 
1968, the Estate has made a profit of Rs. 0.43 lakh during 1969. They 
suggest that in future 'interest on capital' and 'audit fee' should be 
included in the proforma accounts of the Estate. 



From tAe details of the cost of production furnished by ~= 
Ministry, the Committee find that the cost of packing which increas- 
ed from 28 paise per Kg. in 1967 to 37 psise in 1968 came down to 
32 paise in 1969. Admittedly the number of chests used was more 
than what was required. The Committee find from a letter dated 
21st April, 1969 of the Chairman, Tea Board that this resulted in a 
low to the estate but a profit to the Managing Agents as they were 
sup,plying the chests. The Committee would like Government to in- 
vestigate into the matter. 

There has been a considerable increase over the years in the 
sutxlidy paid by the Estate on the foodstuffs supplied to its st& 
despite the fact that departmental cultivation as well as cultivation 
on fallow lands by established labourers have been started to aug- 
ment food production. The Committee feel that Government should 
examine as to whether it is possible to reduce if not altogether 
eliminate the subsidy by bringing in additional areas under cultiva- 
tion of foodgrains. 

Incidentally the Committee find that no lease deeds have been 
got executed from labourers who are allowed to cultivate on fallow 
lands. Further the land rent is paid by the estate to the State Gov- 
ernment but there appears to be only a nominal recovery of six paise 
from the labourers. The Committee would like Government to 
examine all aspects of the matter in order to safeguard their interest. 

20 1.135 -do- The Committee observe that while a grant of Rs. 10 lakhs ww 
disbursed to the Association in March, 1968, only about Rs. 3.38 lakhs 
were utilised till September, 1969. This short-utilisation of funds has ' 

- -- -- .-. - _ ____L-.-- - 
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I:ol.cip 'I'~.;~Je..--c.orr/J. bc!ell at t rituted to unforeseen delay with regard to transfer of land 

and lack of n sen:;(, of urgency in the import 9 f  machinery. The 
licencc for the import of machinery was applied for only on 21st 
March, 1969. The Committee do not appreciate the release of the 
grant wjthout ascertaining the immediate requirement whxh amount- 
1.d to unneccssary blocking of funds. 

-do- Tlre Committec note that no specific time limit within which the 
grant should he utilised, was laid down by Government. The Com- 
mittee would like Government to learn a lesson from this instance 
and ensure that a scheme from a private organisation seeking finan- 
cia1 assistance from Government should be regulated %y a rea1:stic 
and well defined time-schedule for completion of the project and 
Government authorities concerned should satisfy themselves with due 
1.xpedition about the actual progress made before releasing the funds. 

Thc C(.:?~wittee would like to be informed of act:on taken and . 
tietoilcd instructions issutd in this behalf in consultation with the 
Ministry of Finance. 

22 2.17 .I ~riculture ( l k p t t  I.; It  is 3 recognised fact that a significant iwrcase in fertiliser con- 
.\., I ulturc) :umptinn is 3 critical c!rment in the agriculturnl strategy. Although 

Ihc c.onsumptic1n of fertiliscrs has registere3 a substantial increase in 
!!I!, r c w l t  ycars. it hns fa!lcn considerably short of the targcts. Dur- 



ing the years 1966-67, 1967-68, 1968-69 and 1969-70 against the targets 
of ij.;Ci l a k i ~  tonnes, 21.90 lakh tonnes, 30.06 lakh tonne3 and 29.75 
iakh tonnes, the actual consumption was 11.01 lakh tonnes (70 per 
cent),  iti.63 lakh tonnes (76 per cent),  17.60 lakh tonnes (58 per cent) 
and 20.09 lakh tonnes (67 per cent) respectively. The continued 
shortfall in consumption leads the Committee to the conclusion that 
the fcrtillser promotion efforts of the Government are not effective 
enough. The Committee hope every effort will be made to reach the 
desirable level of arlnual consumption by 1l1e en4 of the Fourth Plan 
so that the loss oi nutrients from the soil may bc adequateiy com- 
pensated. 

Thc Comrnittec note that Government propose to set i:p a Ferti- 
liser Promotion Council to undertake demunstration of f x t ~ l ~ s e r s  and 
to hring about a large amount of coordination in the use OL 1~rt;lisers. 
They hope that the Council will be set up early and it \.;ill enlist 
zarnest cooperation and active participation of the States to achieve 
the targets of consumption during the Fourth Plan period. 

The C~mmi t t ee  would like to emphssise that adequate credit 
facilities to small farmers should be mad? available on easy terms 
for getting agricultural inputs. The Committee note that Govern- 
ment propow to set up an  Agricultural Credit Corporation to olEer 
security against risks to the commercial banks and that the proposal 
is under :lc:'ve considcrntion. The Committee would like to be ap- 
prised of tho decision taken in this regard. 

.- --- ~ -_._ - . . . . . . . .  .. . . _ 



----- --- 
I 2 3 4 - - -  - - -  __ _ _ _ -  _ -_ 
25 2.20 Agriculture (Deptt. of The growth in the demand for fertilisers is very much dependent 

Agriculture) contd. on the development of soil testing facilities. The Committee are, 
however, distressed to find that the existing soil testing laboratories 
which number 105 are not being utilised to their full capacity. Ac- 
cording to the Planning Commission, the laboratories are being uti- 
lised to the extent of 60 per cent of their capacity while in a paper 
submitted to the Conference of Agriculture Ministers it was mention- 
ed that the laboratories are being utilised to the extent of 50 per cent 
only. Apart from under-utilisation, the Committee are concerned to 
note that the manner of drawing and testing samples by the laborator- 
ies is admittedly faulty and there is also lack of effective follow-up t 
action by the Extension Agencies. During the course of evidence the cn 

Secretary, Department of Agriculture expressed his helplessness in 
the matter as the laboratories were working under the control of the 
State Governments. The Ministry of Agriculture are not aware even 
about the actual figures of utilisation of facilities provided hy these 
laboratories. The Committee consider this as regrettable state of 
affairs. They would urge Government to take necesary steps to 
establish better coordination with the State Government in the 
matter of utilisation of the soil testing laboratories. The Committee 
cannot over-emphasise that improvement in soil testing facilities 
and their full utilisation are essential for increase in consumption of 
fertilisers, particularly, f and K20 of which there is deficiency in 
certain parts of the country. 



-do- As on 1st Awil, 1969 t h e ~ e  nas an accumulation of 11.53 lakh 
tonnes of fertillsers valued at  Rs 200 crores. The quantity that re- 
mained unsold for more than two years on the 1st April, 1970 in 
States (except Assam, Bihar, J&K, Orissa and U.P. who had not 
furnished their mports), was of the order of 2 lakh tomes and the 
loss/damage sustained on account of long storage was Rs. 0.78 lakh 
during the 3 years ending 1st April, 1970. In addition con- 
siderable expenditure had to be incurred on long storage. In 
view of this position, the Committee would emphasise the need for 
realistic provisioning based on the actual consumption of each kind 
of fertilisers. In this connection the Committee wish to add that Go- 
vernment should devise a proper scientific machinery to collect the 
data regarding actual consumption of fertilisers for the accurate ' 
assessment of future needs, as at present they me not in the know - 
of the extent of actual consumption of potasic and phosphatic ferti- 
!isers throughout the country. 

27 2.35 -do- The Committee note that Government have spent Rs. 597.20 crores 
M:o Petroieun' the import of fertilisers during the 4 years 1966-67 to 1969-70. Chemicals. During the three years ending 1968-69 the import of nitrogenous fer- 

tilisers was much more than even the targets envisaged in spite of 
the actual availability of stocks being in excess of the requirements. 
The quantity of imported fertilisers accumulated as on 1st August, 
1970 was 11.08 lakh metric tonnes costing Rs. 187 crores. The targets 
fixed for the import of fertilisers during the revised Fourth Plan 
show that the imports will be increasing every vear. From 8.94 lakh 
tonncs of fertilisers imported in 1969-70, the imports during the last 
year of the Plan, viz., 1973-74 is expected to increase to 26 74 lakh --- 

P 
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Agriculture (Deptt. of A ~ r i  culturc) tonnes. In view of the fact that illcreasing imports of fertilisers in- 
~etrolcunl & Chcmicrtls--cot~td. volvc considerable foreign exchange expenditure, the Committee 

wiuid like to caution Government against importing fertilisers far in 
excess of requirements which has resulted in over-stocking in the 
past. The Committee would also siress that concerted elEorts should 
be made to develop indigenous capacity foi. production of fertilisers 
so as to obviate dependence on imports in this crucial sector cf our 
1 conomy. 

The Committee regret to find that indigenous production of such 
a vital commodity like fertilisers had been far below the needs of 
the country and that 69 per cent to 65 per cent of tii? icqliirements Z 

CQ of Nitrogclious fertilisers and 36 per cent to 100 per ce::t ok the re- 
yuiserncnt of phosphatic fertiiisers had to be imparted during the 3 
::ears 1967-68 to  1068-69, while thp entire consumption of potassic 
fcrtiiisers had been met by imports resulting in a substantial drain 
on limited foreign exchange resources of the country. This pheno- 
menon is partly due to persistent shortfall in the utilisation of 
installed capacity of the fertiliser factories. From the data relating 
to last three years ending 1969-70 furnished to the Committee, they 
find that while the percentage of production of nitrogenous ferti- 
lisers to the instaled capacity has increased from 62.7 in 1967-68 to 
70 in 1969-70 the production of phosphatic fertilisers has shown a 
decline from 69 percent in 1967-68 to 48 percent of production capa- 
city in 1969-70 The production of triple super-phosphatic was only 
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33 percent of the capacity and that of complex fertilisers was 58 
percent in 1969-70. The Committee urge upon Government to take 
necessary steps to ensure that the built-up capacity of the industry 
is fully utilised. 

do- 
The Committee note with concern that the price of fertilisers is 

the highest in India as compared with other countries. The high 
cost of production of fertilisers in the country has been attributed 
partly tg small size of factories and non-use of new technology and 
partly to underutilisation of the existing capacity. The Committee 
wish to emphasise that concerted measures should be taken to b r h g  
down the cost of production and sale price so that a farmer finds it 
wonomic to use fertilisers. 

G 
\O 

30 2.622 Agriculture (Dept of Agriculture) The Committee feel greatly concerned oevr the malpractices dis- 
closed in the Third Report (1967-70) of the Public Accounts Com- 
mittee of Andhra Pradesh regarding the claims of charges for trans- 
poration of fertilisers by road which are ultimately reimbursed by 
the Government of India. The charges for movement of fertilisers 
from various ports/factories to the points of distribution/consumption 
in the Andhra State paid initially by the State Government to the 
District Cooperative Marketing Societies and private firms during 
the 3 years ending 1968-69 amounted to Rs. 3.77 crores. But the 
check excercised on the claims is not uniform and fool proof. Pay- 
ment of transport charges was made without the transport really 
having been made. The Committee on public Accounts of Andhra 
Pradesh have recommended that the Central Government should 

--.- --- -- - 
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Agriculture (Dept. of Agriculture~Canrd. "make a thorough probe into the whole question in detail without 
any loss of time by entrusting i t  to the C.B.I." The Committee 
would like to know the action taken in the matter. 

The Committee would also like Government to thoroughly inves- 
tigate the allegation that some of the people accused of defrauding 
Government were getting direct allotment of fertilisers from the Cen- 
tral Government. The Committee would like to know if there was 
any ntala fi& intention behind such allotments and the action taken 
against ail those found responsible for indulging in malpractices. 

From the data furnished by the Ministry, the Committee find 
that during the three years ending 1969-70, Government of India 
have reimbursed road transport charges to the tune of Rs. 10.45 
crores to various States. Out of this amount Rs. 9.42 crores i.e. 89 per- 
cen' wrtained to four States namely Andhra Pradesh (Rs. 3.51 crores), 
Maharashtra (Rs. 2.61 crores), Mysore Rs. 1.99 crores) and Tamil 
Nadu (Rs. 1.31 crores). The Committee suggest that on the basis 
of the findings of the Public Accounts Committee Andhra Pradesh, 
it should be examined whether there is any loophole in the matter 
of claim and payment of trangort  charges which require plugging 
in any of the remaining States. 



The ~ornrnl'ltee note that Government of India have since ap- 
pointed an inter-departmental Committee comprising the represea- 
tatives of the Ministries of Food and Agriculture, Finance a d  
Transport and Shipping, Railway Board, t i a d  Corporation of India 
and a representative of the State, to go into the whole qugtion of 
transport and distribution of fertilisers. The Committee understmd 
that pursuant to a suggestion from the Committee during evidence,. 
a representative of the Comptroller and Auditor General of India 
was also associated with the inter-departmental Committee to evolve 
a fool-proof procedure to present malpractices. They would like to 
be intormed of the remedial measures taken and their efficiency in 
putting a stop to these malpractices. 

From the particulars for the year 1967-68 furnished to them. 
the Committee find that allotment of fertilisers was made in an un- " 
planned m n n e r  involving substantial avoidable expenditure on e 
transport. To quote only an instance, 4795 tonnes of urea were al- 
loted to Assam and 2500 tonnes to West Bengal from a distinct port 
at Madras where 1,49,409 tonnes of the same variety of fertil-r 
were allotted in the same year to Andhra Pradesh from Calcutta. A 
number of such instances have been mentioned earlier in this sec- 
tion of the Report. The Committee cannot too strongly stress that 
such ill-planned movement should be stopped forthwith and gllot- 
ment of fertilisers to the various regions made from the nearest Port 
or factory. 

3 5 2.96 -do- The Committee get a depressing picture from the data made 
-- - available to them regarding the aerial spraying of pecticides. During 

- --- - -- .- 



Agriculture (Deptt. of Agri.) Contd. the four years 1966-67 to 1969-110, actual coverage was only to the 
extent of 59 per cent of the targets fixed. The performance during 
the year 1969-70 was particularly bad inasmuch as only 11.15 lakh 
acres were covered as against 30 lakh acres programmed to be 
sprayed. The total strength of public and private sector aerial 
spraying units during 1969-70 was 57. (33 fixed wing aircrafts and 
24 helicopters). Taking the average work capacity of an aircraft 
as 35,000 acres per year as intimated by Government, the perform- 
ance hitherto has not at all been satisfactory. In view of the im- 
portance of aerial spraying of pesticides as a plant protection mea- 
sure to maximise agricultural production, Government should in- 
vestigate the reasons for the poor performance and take adequate 
steps to increase the coverage to 70 lakhs by 1973-74 as envisaged 
for the Fourth Plan period. 

do- The Committee note that in order to provide for compulsory 
spraying when necesary a Model Pest Act was framed and circulat- 
ed by the Centre to all State Governments and Union Territory Ad- 
ministrations. As some of the States and Union Territories have 
yet to enact Past Acts, the Committee desire that he desirability of 
enacting necessary legislation early should be impressed upon them. 

The Committee were informed that the Government spraying unit 
which consisted of 10 aircrafts as against a strength of 47 aircrafts 
in the private sector was started as an experimental measure. How- 



e 
ever, the possibility of expanding the public sector unit was not d e d  
out. The Committee find that the Government aimrafts have become 
obsolete and that thw would be gradually phased out and replaced 
by modern specialised agricultural aircrafts. The Committee desire 
that the exact role of the Government unit should be decided U ~ O P  
early and steps taken to augment the fleet by including helicopters 
alse. In this connection the Committee would commend the sugges- 
tion of entrusting the plant protection work to a commercial organi- 
sation in the public sector. 

Defence According to the information furnished by the Ministry, foreign 
(Defence Production) exchange was alowed to the extent of Rs. 192 lakhs to the private 

sector to import aircrafts and spare parts during 1966 to 1970. In 
view of the possible expansion of the spraying units both in private $ 
and public s e c t o ~ ,  the Committee feel that development of indi- 
genous manufacture of suitable aircrafts for the purpose should 
receive priority. 

39 2.100 agriculture 
(Deptt. of &culture) 

Spraying 'by private sector aircrafts was subsidised to the extent 
of two-third of the cost of Rs. 8 per acre in the case of fixed wing 
aircrafts and Rs. 10 per acre on helicopters upto 32st March, 1968 
and 50 pecent thereafter. The Committee learn that Government do 
not keep a check on the actual cost of operation. As the cost of spe- 
ration of Government units ranged between Rs. 5.18 and Rs. 7.60 aa 
against Rs. 3.27 per acre estimated in the project report, the reason- 
ableness of the rate charged by the private sector should be examin- 
ed before releasing the subsidy in future. 

G=IPNLL.S. 11-1935 (Aii) L.S.-23-10-71-1250. 




