
C. P. U;No.18, 

COMMITTEE ON PUBLIC 
UNDERTAKINGS 

(1971-72) 

(FIFTH LOK SABHA) 

ELEVENTH REPORT 

[Action taken by the Goverament on the Recommendations 
contained in the Forty-ninth Report of the 

Committee on Public Undertakings 
[F0Urth Lok Sabha] 

INDUSTRIAL FINANCE CORPORATION OF INDIA 

(MINISTRY OF ,FINANCE) 
(DEPAR TMENT OF BANKING) 

I ...... 
LOK SABRA SECRETARIAT 

NEW DELHI 
SeptmdJer. 1971/Bhadra. 1891 (S) 

Pm, : Re. 0.80 



LIST OF AUTHORISED AGENTS FOR THE SALE OF 
LOK SABHA SECRETARIAT PUBLICATIONS 

SI. Name of Agent 
No. 

ANDHRA PRADESH 

I. Andhra University General 
Cooperative Stores Ltd. 
Waltair (Visalehapatnam) 

2. G. R.LalcshRlipathy Che (y 
and Sons, General Mer· 
chanu and News Agents, 
Newpet, Chandragiri, 
Chittoor District. 

ASSAM 

3. Western Boole Depot, Pan 
Bazar, Gauhati. 

BIHAR 

4. Amar Kitab Ghar, Post 
Box 78, Diagonal Road, 
Jamshedpur. 

GUJARAT 

~. Vijay Stores, Station Road, 
Anand. 

6. The New Order Book Com· 
pany Eillis Bridge, Ahmeda· 
bad-6. 

HARYANA 

7 • MIs. Prabhu Boole Service, 
Nal Subzlmandi, Gurlaon, 
(Haryana). 

MADHYA PRADESH 

8. Modern Boole House, Shiv 
Vilas Palace. Indore, City. 

MAHARASHTRA 

9. MIs. Sunderdas Gianchand, 
601, Girlaum Road, Near 
Princeu Street, BombaY.2. 

10. The International Boole 
House (Pnvate) Limited, 
9, Ash Lane, Mahatma 
Gandhi Road. Bombay.1. 

11. The International Boole 
Service, Deccan GYmlehana 
Poona-4 ' 

Agency SI. Name of Agent 
No. No. 

8 

94 

7 

37 

3S 

63 

14 

13 

6 

22 

26 

12. Charles Lambert & Com· 
pany, 101, Mahatma Gan· 
dhi ROld, Oppo$ite Clock 
Tower, Fort, Bombay. 

13. " 'f;: Current Boole House, 
Maruit Lane, Raghunath 
Dadaji Street, Bombay-1. 

14. Deccan Book Stall, Fer-
guson College Road, 
Poona-4. 

15. MIs. Usha Boole Depot, 
S8SlA, Chira Bazar, Khan 
HOUle, Glrgaum Road, 
Bombay-2 B.R. 

MYSORE 

16. Mis. Peoples Book House, 
Opp. Jafanmohan Palace, 
Mysore· . 

RAJASTHAN 

17. Information Centre, 
Government of Rajasthan, 
Tripolia, Jaipur City. 

UTTAR PRADESH 

18. Swastile Industrial Works, 
59, Holi Street, Meerut 
City. 

19. Law Boole Company, 
Sardar Patel Marg, Allaha-
bad-t, 

W"ST B2NGAL 

2,. Granthalolea, 5/1, Ambiea 
Mooleherjee Road, Belgha-
ria, 24 Parganas. 

21. W. Newman & Company 
Ltd., 3, Old Court House 
Street, Calcutta. 

22. Firma K.L. Mukhopadhyay, 
6/1 A, BaDchharam Akrur 
LIlM Calcutta-12 

23. Mis. Mulcherji Boole HOUle, 
8-B, Duff Lane, Calcutta-6. 

Agency 
No. 

30 

60 

65 

5 

16 

38 

2 

48 

10 

44 

82 

4 



ELEVENTH aTPOaT OF THE CXlJvLITTr~ ON PUBLIC 
TJND~RTAKINGS (1971-72) ON ;\CTION TAKEN BY 
GOVERNMENT ON THE REmM~fNDATIONS CONTJJNED 
IN THE FO .tTY-NINTH ;l9.PCRT OF THE CO}1~llTTP~ 
ON PUELI C ~JN DEliT.lIQN G3 O"'OUaTH L;K S:J3H;l) 
ON INIJJST.Ur.L FINl'.NCB COliP'~l\.'l.l'ION OF INDIA. 

Page I:.aJ:a lJ..n.e EQ..t Jwi 
1 1 6 developed developed 

state states 
1 3 3 given give 
9 beforE' ,ldd. J.iecoll1mendat1on 

line 1 (Serial No.9) before 
para 1 

9 6 1 DeNt not 
12 1 12 th the 
14 3 17 he the 
17 2 5 factories factors 
27 2 1 and an 
27 3 2 four fair 
29 before /.ft er r eco I!l1: en d a. ti on add 

line 1 ( S eri al No. 16 ) 
- - ~ '" m,.,\.-n ~ a t. inn add 



CONTENTS 

CoMPOSITION OP TIll! CoMMITTEB 

CoMPOSmON OP STUDT GROUP 

INTRODUCTION 

I. Report ., • 

..... 
(ifi) 

(v) 

(vb,) 

I 

II. Recommendations that have been accepted by Government 5 

HI. Recommendations which the Committee do not desire to pursue in 
view of Government'. reply ••.•• 22 

IV. Recommendations in respect of which replies of Governments have DOt 
been accepted by the Committee 41 

V. Recommendations in respect of which final replies of Government 

Al'PlNDIX: 

are still awaited . 49 

Analysis of the action Taken by Government on the recommenda-
tionscontaineJ in the 49th Report oftbeCommitteeon PubUc 
Undertakini8 (4th Lot Sabha) . . • • • 

, I" ,~ ... ,~.; \ t8RAIl 
pAR . .. .. t1~,!"1 

I' . 

(t. .• l'ublil:at.iOllio'L1 
t \,.\~. ..')'~~ 

1") l.~"" . I. A, .......{, 
~;).. - .L1: ..... .,... ... l)&oe. . ........... . 

2080 (Ali) LB-l. 



Shri M. B. Rana 

M:m.m!:Rs 
2. Shri K. Baladhandayutham 
3. Shri Dinen Bhattacharya 
of. Shri G. Bhuvarahan 
5. Shri Khemchandbhai Chavda 
6. -Shrimati Subhadra Joshi 
7. Dr. Kailas 
8. Shri S. N. Misra 
9. Shri Amrit Nahata 

10. Shri P. Parthasarathy 
11. Shri Syed Ahmad 
12. Shri Narayana Kalliyana Krishnan 
13. Choudhary A. Mohammad 
14. Shri Dahyabhai V. Patel 
15. Shri Kota Punnaiah 

SECRETARIAT 

Shri Sameer C. Mookerjee-Deputy Secretary. 
Shri M. N. Kaul-Under Secretary. 

-Elected w.e.f. 11-8-1971 in the vacancy caused on the relfpa-
tion of Dr. V. K. R. Varadaraja Rao, M.P. on 29-7-1971. 

(iii) 





STUDY GROUP VII ON ACTION TAKEN REPORTS AND 
GENERAL MAITERS 

COMMITTEE ON PUBLIC UNDERTAKINGS 
(1971-72,) 

Shri M. B. Rana-Chairm4n 
2. 5hri P. Parthasarathy 
3. Shri S. N. Misra 
4. Shri Dahyabhai V. Patel 
5. Shri Syed Ahamed 
6. Dr. Kailas 

·7. Dr. V. K. R. Varadaraja Rao. 

·Rsigned from the Committee on Public UndertaldngB with 
effect from 29th July, 1971. 

(v) 



INTRODUCTION 

I, the Chairman, Committee on Public Undertakings havm.g DeeD 
authorised by the Committee to submit the Report on their behalf, 
present this Eleventh Report on the Action Taken by Government 
on the recommendations contained in the Forty-ninth Report of the 
Committee on Public Undertakings (Fourth Lak Sabha) on IndUl-
trial Finance Corporation of India. 

2. The forty-ninth Report of the Committee on Public Under-
takings was presented to the Lok Sabha on the 29th Aprll, 1988. 
Government furnished their replies, indicating the action taken on 
the recommendations contained in the Report on the 5th March and 
25th July, 1970. 

3. The replies of Government to the recommendations contained 
in the aforesaid Report were considered and approved by the Com-
mittee on Public Undertakings (197()"71) on the 26th November, 
1970. The Report however could not be presented to the 4th Lok 
Sabha due to its dissolution on 27-12-1970. This Report was again 
considered and adopted by the Committee on Public Undertakings 
(1971-72) on 14-9-1971 and the Chairman was authorised to finalise 
the Report on the basis of the decisions of the Committee. 

4. The Report has been divided into the following five chapters:-

(i) Report. 

(ii) Recommendations that have been accepted by Govern-
ment. 

(iii) Recommendations which the Committee do not desire to 
pursue in view of the Government's reply. 

(iv) Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee. 

(v) Recommendations in respect of which final replies of 
Government are still awaited. 

5. An analysis of the action taken by Govemm~t on the re-
commendations contained in the Eleventh Report of the Committee 
is given in Appendix J. It would be observed, therefrom that out 

(vii) 



(viii) 

of 32 recommendations made in the Report 18 (~6.3 per cent) re-
commendations have been accepted by Government. The Com-
mittee do not desire to pursue 12 (37.5 per cent) recommendations 
in view of Government's reply. Reply of Government in respect 
of 2 (6.2 per cent) recommendations have not been accepted by the 
Committee as the replies are not satisfactory. 

NEW DI:Lm:; 
16th September, 1971. 
BhadTA 25, 1893 (8). 

M. B. RANA, 
C~irnum., 

Comm.ittee on Public UndertAking'. 



CHAPTER I 

REPORT 

As,ristance to Less developed StMltes 

Recommendation (Serial No.6) 

In recommendation NO'. 6 of their 49th Report (4th Lok Sabha) 
on Assistance to less developed states, the Committee on Public 
Undertakings had recommended that concrete steps should be taken 
by Industrial Finance Corporation and the Government to attract 
applications for loans from entrepreneurs for establishing industries 
in less developed state. 

In reply the Government have stated that the. extent to which 
the I.F.C. can assist the less developed states depends on the number 
of eligible and viable applications emanating from such states. 
However, the Committee's observation will be borne in mind to 
what extent representation can be given within the limits of the 
statute to the backward regions. 

In order to assist the industrial development of backward States 
and in view that these states may attain a more balanced develop-
ment comparable to the advanced States, I.F.C. should given more 
and more assistance to them. The Conunittee WOUld, therefore, like 
to reiterate their earlier recommendation made in this regard. 

Assista'llCe to big business concerns 

Recommeiulation (Serial No.7) 

In recommendation No.7, the Committee had stated that they 
feel that there should be a better balance between big, medium and 
small industrial houses in the matter of providing finance from 
Government financial institutions. The Industrial Finance Corpora-
tion should have asked the bigger groups of industries to provide 
mO'l'e and more funds from their own resources than the smaller 
groups where the Corporation could be more liberal by giving them 
greater quantum of assistance. 

In reply the Government have stated that the Corporation are 
conscious of the need, as well as desirability, of requiring the bigger 
,8rOups of industries to provide adequate funds from their resourC4tS; 



it is, however, found that the total cost in the case of highly capital 
intensive industries is quite substantial In lOme cases, industries 
promoted by such groups are of high priority, and it is found from 
experience that these can be established only with considerable 
support from financial institutions, such as the I.F.e. 

The Committee still feel that distribution of loans by I.F.e. 
should be in a more widespread manner and the small industrie. 
should be provided with more financial assistance as compared to 
the monopoly groups. The Committee, therefore, reiterate III 
earUer recommendation in this regard. 



CBAPI'ER U 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 

GOVERNMENT 

RecommendatiOn (Serial No.1) 
The Committee note that the criteria of financial assistanee 

sanctioned by the Corporation has been gradually changing in 
accordance with the Plan objectives for development of industry. 
The Committee would suggest that sufficient publicity should be 
given to the criteria adopted from time to time for granting loana 
so that the intending applicants 'are fully aware of what is required 
of them. 

(Para 2.6) 
Reply of Government 

The criteria for the grant of financial assistance by the Corpora-
tion is being publicised in its Annual Reports. The Corporation is 
also bringing out, from time to time, brochures outlining the activi-
ties and procedures followed by it for the use of intending appli-
cants. The Committee's suggestion in this regard has, however, 
been noted and suitable measures will be taken further to step up 
the publicity, if need be, through the issue of Press Notes. [Ministry 
of Finance, Department of Banking, O.M. No. 2 (31) -Corp/69 dated 
the 5th March, 1970]. 

Recommendation (Serial No.4) 

The Committee note that there have been a large proportion ot 
withdrawal of applications. The borrower is required to work 
within his own time scheduled for raising resources to finance a 
project. It would, therefore, be natural for him to look for an 
alternative source it he failed to raise funds from IFC in time. The 
Committee feel that some cases of withdrawal could have been due 
to delay in the examination of applications. The Committee would, 
therefore, recommend that the Co'l'pOration should take urgent steps 
to decide applications more expeditiously to obviate withdrawals 
due to delay in processing application. 

(Para 2.21) 

Reply of Govel'DlD.8llt 
During the years 1965--66, 1966-67 and 1961-68, in all 181 appUca-

3 
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tions from 117 concerns were withdrawn or treated as withdrawn. 
The reasons therefor are summarised hereunder:-

R.euona for treating tht' applications withdrawn or lapsed during the Number of 
period of three years ended the 'Joth June, 68. concerns 

(.) Abandonment of the project or de~erment of the scheme on the part of 
the applicant concem ....... 12 

(u) Concerns not pursuing their applications or failing to submit the 
additional information or data called for and/or revised proposals. II 

(iii) Concerns which were unable to obtain Government approvals to 
either collaboratiun agreements or import of capital goods or revali-
dation of Industrial and/or Import Licences etc. or which 
were unable to meet the buic requirements of the Corporation 
in regard to the viability of the project, financing proposals, raising 
of share capital and adeqli8CY of security offered, etc. Z 1 

(ft,) Concerns making alternative financing arrangements-

(0) concems which decided to finance the scheme with their own 
internal resources 10 

(b) concems which had been simultaneously aPProachinl other 
financial institutions or sources of finance and ha~ 
secured assistance from these sources, withdrew the appb-
cation from I.F.C. . . . • • . . I" 

(c) concern. which had received a guarantee facility from a com-
mercial bank and which had wished to trBDsfer it to the IFC 
but decided to continue the facility with the bank 

(d) the Corporation not interested in granting a small under-
writing facility whe, large portion of the financial accom-
modation was forth,"~ming to the concem from other sources. I 

(,) concern to which the other institution decided to grant assis-
tance at the inter-institutional meeting without allocation of 
any portion ot assistance to the IFC. ... 

(f) concern in which after swction of the loan by the IFC, the 
assistance was cancelled because the whole of the financial 
arrllIllementa had not been completed I 

(II) Concerns proposing to suhmi t revised applications in the lifht 
of the changes/developments taken place or reGucina 
the quantum of anistBDce applied for or chanaina the form of 
assistance etc., leading to the Withdrawal of the earlier appli-
cation and/or wlthdrawlll of the assistance earlier applied for 16 

(til') Concerns found involved in swtJ/litigationsldefaults to the 
COrporatioD or in an otherwise ua8ltiafactory state of dain 3 

(em) Concerns found ineliaible to have umtance from IFC 3 

(_') Concerns withdrawing their application. on beiDa advised 
that their projects had low pwority with,the IFC, on account 
of the then prevallilll paucity of resources 17 

117 
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It will thus be seen that the number of concerns which made 
altertnative arrangements for financing was relatively small. In 
many Of these cases the concerns had simultaneously (and in ~ome· 
cases previously) approached other financial institutions and on 
sanction of the facilities by the latter withdrew their application to· 
the IFC. 

However, in the light of the observations made by the Committee, 
further efforts to the extent feasible will be made to accelerate the 
processing or disposal of applications by the Corporation. 

[Ministry of Finance, Department of Banking, C.M. ~o. 2 (31). 
Corp/69 dated the 5th March, 1970]. 

Recommendation (Serial No.5) 

The Committee note that the industry-wise pattern of financial 
assistance sanctioned by the Corporation has been gradually chang-
ing in accordance with the national importance of the industry, 
plan priorities, and priorities fixed by the Government from time 
to time. As a consequence, Sugar and Textile had been accounting 
for a substantial share of assistance from IFC in the past. Ferti-
lizers, Chemicals, Engineering industry, Iron & Steel and Cement 
are now receiving the greater attenLon. The Committee hope thai 
the Corporation would continue to follow the plan priorities initiated 
from time to time in future. 

(Para 2.25) 

Reply of Goverrunent 

The Corporation would certainly continue to follow the Plan 
priorities formulated from time to time. for the grant of financial 
assistance. In fact, the Corporation is under a statutory obligation 
to adopt these priorities in terms of Rule 5 of the IFC Rules, repro-
duced below for ready reference:- .. 

Ulntegration of the Corporation's financial assistance policy witb 
the Five Year Plan 

The Corporation shall satisfy itself before granting any financial 
assistance that the purpose for which it is proposed to be utilised. 
is one which has the approval of the Central Government, parti~ 

cularly with reference to the objectives of the Third Five Year 
Plan and subsequent Plans. ·Explanation- For the purposes 



of this rule, any industrial concern for which a licen~ has been 
issued under the Industries (Development and Regulation) Act, 1951 
(65 of 1951), shall be deemed to be established for a purpose which 
has the approval of the Central Government." 

[Ministry of Finance, Department of Banking, O.M. No. 2 (31) 
Corpj69 dated the 5th March. 1970]. 

Recommendation (Serial No.8) 

The Committee regret the failure of the Corporation in utilisa-
tion of foreign credit which the country requires so much. If pro-
per assessments of the requirements had been made, the de-obliga-
tion or reduction of these loans could have been avoided and the 
concerns which were obliged to withdraw their applications or to 
make alternative arrangements could have also received the neces-
sary foreign exchange from the Corporation. The Committee trust 
that the Corporation will exercise the utmost care in utilisation of 
foreign credits in future' and take steps to reduce the chances of 
withdrawal of applications from concerns. The Committee recom-
mend that the Government should also consider making available' 
to IFC foreign credit from the World Bank and the credit coming 
from East European countries. 

(Para 2.44) 

Reply of Government 

There were 39 sanctions involving an aggregate sum of 
Rs. 1784.05 lacs referred to in para 2.38 of the Report of the Com-
mittee which were cancelled or withdrawn due to various reasons, 
e.g. ineligibility of the industry, project abandoned, alternative 
arrangements made, failure to obtain import licence, etc. These can-
cellations/withdrawals cover the period commencing from Septem-
ber, 1960, since when the Corporation started granting sub-loans in 
foreign currencies. For a proper appreciation of the position, the 
said period may be divided into two parts-one from September, 
1960 to June, 1966 when the rupee was devalued and the second, 
from June, 1966 to June, 1968, that is, the post devaluation period. 
During the first part, the Corporation's sanctions were much higher 
with a lower figure for cancellations/withdrawals when compared 
with the second part. The main rea.9(jns for this phenomenon could 
be traced to the increased rupee cost of prajects in the wake of 
devaluation which caused some of the projects to be abandoned and' 
the recessionary trends that beset the country's economy thereafter ~ 
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The figure of gross sanctions and cancellations for the two parts 
of the above period are given below: 

(i) p,,..dftJaluatiOtf pfriod 

Dollar sub-loana . 

D. M. sub-loana. 

F.F. sub-loana 

(6 years approx.) 

('i) Post-dftJaIuatioN period : 

Dollar sub-loans . 

D.M. sub-loana . 

F.F. sub-loans 

(2 years) 

Groel 
aanctioDi 

Ita. 

21,54,92,162 

15,24,20,367 

5,24,52,800 

48,03,65,)29 

4,74,94>240 

2,90,37,313 

54,11,007 

8,19>42,560 

56,23,01,889 

Canc:eU.don~ 

RI. 

3>43>46,160 

1,87,13,612 

33,948 

5,3°,93,120' 

4,88,36,81% 

3,12,67,266 

3,92,07,217 

12,53,11,295 

17,84,°5,015 

The Corporation is fully alive to the need for the fullest utilisa-
tion of the foreign lines of credit available with it. With th~ end 
in view, applications for sub-loans in foreign currencies are processed 
on a priOrity basis and with despatch. It has, however, to be noted 
that not only those industrial concerns would normally approach 
the Corporation for sub-loans in foreign currencies to whom Capital 
Goods Clearances are granted by the Ministry of Industrial Deve-
lopment, Internal Trade and Company Affairs, against lines of credit 
available with the Corporation. While Government is anxious to 
minimise delays in allocating funds out of the lines of credit avail-
able with financial institutions some time. is inevitably taken in ex-
amining applications from the POint of view of indigenous availability 
of the goods. The Corporation has also been giving suitable publi-
city to the availability of foreign lines of credit with it and has 
recently made fresh efforts in this dire.ction by contracting its 
existing borrowers and others in order to interest them in availing 
themselves of the facilities, which the Corporation can extend in 
this behalf. 

The foreign currency which remained Ullutilised and was allowed 
to be deobligated did not result in any loss to the country because 
the credit has been utilised by the Government for other projects. 



4. On the question of Government considering making available 
to the'IFC foreign credits from the world Bank and the credits 
coming from East Ew'opean countries, it may be stated that the 
World Bank has recently evinced some interest in the activities of 
the IDB!, but it would be difficult to say whether this interest would 
lead to any financial assistance, On the whole, one has to rate the 
possibility of the World Bank assistance to the IFC rather loW' 'at 
present. Government has also at present no intention of approach-
ing the World Bank for such assistance to the IFC. 

5. As regards lines of credits from East European countries 
being made available to the Corporation, it may be stated that the 
Corporation has not so far received any requests from industrial 
concerns for assistance for import of plant and machinery from 
these countries. Direct suppliers' credits from these countries on 
deferred payme.n t terms spread over 8 to 11 years, at a rate of 
interest lower than that charged by the Corporation are available 
to the industrial concerns in the private sector. There may not, 
therefore, be any great advantage in making available to the IFC 
credits from East European countries for re-lending to the indus-
trial concerns at its normal rate of interest. 

... [Ministry of Finance, (Department of Banking) O.M. No. 2 (31) 
Corp/69 dated the 5th March, 1970l 

... At the time off actual verification, the Ministry of Finance (De-
partment of Banking) has observed as follows:-

"The Recommendation, has· been included by the Committee 
in Part II of the Report relating to "Recommendations 
that have been accepted by Government." A -perusal of 
the Government's reply as given in paras 2 to 5, however, 
suggests that this recommendation has not been agreed 
to by the Government as would appear from 'Para 3 and 
the concluding portions of paras 4 and 5, reproduced here-
under. The Committee might, therefore, consider if this 
Recommendation be included in Chapter III relating to 
"Recommendations 'Which the Committee do not desire to 
pursue in view of Government's reply":-

Para 3. "The foreign currency which remained unutillsed and 
was allowed to be deobligated did not result in any loss 
to the country beacuse the credit has been utilised by 
the Government for other projects." 

[conte!. on net page] 



» 
Xhe Committee think that when once the loanee company haa 

lPaid back the foreign currency loan and has discharged its interest 
liability, it should not made liable to pay any difference of exchange 
..owing to fluctuation of devaluation during the period of the cur-
rency of a loan as a whole. The Committee recommend that this 
.question should be examined by the Government to set right this 
.anomaly at an early date. 

1 (Para 2,47) 

Reply of Government 

The Committee in dealing with this matter has expressed the 
view that when once the loanee company has paid back the foreign 
-currency loan and has discharged its interest liability, it should not 
~be made liable to pay any difference of exchange owing to fluctua-
tion or devaluation during tbe period of the currency of a loan as 
:a whole. The Committee, has, therefore, recommended that this 
question should be examined by the Government to set right this 
anomaly at an early date. 

2. Prior to 1957, the Central Government was responsible for 
the loss or gain arising out of fluctuations in foreign exchange in 
Tespect of foreign 'Currency loans granted by the Industrial Finance 
Corporation to the industrial concerns. Section 27 (4) of the Act 
then read as frillows:-

''Any loss or profit accruing to the Corporation in connection 
with any borrowing of foreign currency under Sub-Sec-
'tion (1) or its repayment on account of any fiuctuations 
1n the rates of exchange shall be reimbursed by or paid 
to, the Central Government as the case may be." 

fCon"'-td"'-.-:fr'-om--P'I'-e-pa-g-e]=--- --' _. ----.. ---

Para 4. "On the whole, one has to rate the possibility of the 
World Bank assistance to the IFCrather low at present. 
Government has also at present no intention of approa-
ching the World Bank for such assistance to the IFC." 

Para 5. "There may noNt, therefore, be any great advantage 
in making available to the !FC credits from East Enro-
peanCountries for relending to the industrial concerns 
at its normal rate of interest." 

rV.ide Ministry of Finance (Department of Banking) O.M. No. 
F. 2 (81)-Corp/70 dated 18.12.1970]. 
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3. In 1957, a decision was taken that the risk of 1iuctuatioIlB im 
the rates of exchange which had hitherto been reimbursable by, or. 
paid to, the Central Government, need no longer be taken by Gov-
ernment or paid to it, but should be the responsibility of the indus-
trial concerns. In view of the devaluation of the rupee in June,. 
1966, what was then thought to be a minor question of marginal 
adjustment in fluctuations in foreign exchange which could legiti .. 
mately be passed on to the industrial concern, on whose behalf 
foreign exchange lines of credit are arranged through. the Industrial 
Finance Corporation, has assumed an unexpectedly large dimension 
in the post-devaluation period. To what extent the Central Govern-
ment and/or the financial corporation should bear the loss arising. 
from the fluctuations in the rate of exchange and/or devaluation,. 
during the entire period of the currency of the foreign exchAnee 

loan between the Industrial Finance Corporation and" the foreign~ 

lending institution, after the borrowing concern had repaid comple-
tely the sub-loan taken by it from the Corporation, is being examin-
ed in all its aspects. 

[Ministry of Finance, (Department of Banking) O.M. No.2 (31)-Corpj' 
69 dated the 5th March, 1970]'. 

Recommendation (Serial Nos. 10 & 11), 

It is conceivable that the loanee company may find itself in a 
position to pay back to the Industrial Finance Corporation in rupees: 
the full amount of the foreign exchange loan taken. well before 
the expiry of the repayment period. In such cases, the Industrial 
Finance Corporation should accept such earlier repayments just as· 
is being done in the case of rupee loans. If necessary, Industrial 
Finance Corporation could obtain a bank or other guarantee from 
the loanee company to cover the liability of any loss to the Industriaf 
Finance Corporation that may occur due to any fluctuation or deva--
luation in the foreign exchange rate of the rupee, relevant to the--
foreign exchange loans, within the original repayment period. By 
doinR this, the Industrial Finance Corporation would be in a posi;. 
tion to make use of the rupee amount that it would receive from the' 
loanee company earlier in settlement of the foreign exchan~e loans. 

(Para 2.48). 

In granting loans, the Industrial Finance Corporation should be-
concerned essentially with two matters: in the first place, to see-
that the loans are correctly used and for the purposes for which 
those halve been given in the second place to see the nothing ir 
done which might jeopardise the safety of the loans, The Committee-
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need hardly stress that once the loan has been repaid, there should 
be no reason for any interference by Industrial Finance Corporation 
in the working of the loanee company. 

, .'-. . , .... ~ (Para 2.49). 

Reply of Government 

In reply to Recommendation No. 9 at para 2.47 it has already 
been submitted to the Committee that the legal position of the gene-
ral question is being examined by the Government. The feasibility 
of the Committee's suggestion in this recommendation that the 
loanee company might be permitted to make premature repayment 
of the sub-loans within the original repayment period, if they wish-
ed to make it, provided they furnished a bank (or other) guarantee 
to cover any loss that might occur to the Corporation due to any 
fluctuation or devaluation in the foreign exchange of the rate of 
rupee, relevant to the foreign exchange loan, within the original 
repayment period, is also being examined simultaneously along with 
the examination of the general question. 

[Ministry of Finance, (Department of Banking) C.M. No.2 (31) -Corp I 
69 dated the 5th March, 1970]. 

Final Reply of Government in Respect of (Serial Nos. 9, 10 " 11) 

Government accept the general recommendations of the Com-
mittee, in principle. This will need an amendment of Section 27(4) 
of the l.F.C. Act, 1948. 

The question as to whether the I.F.C. or the Central Government 
should bear the exchange risks arising out fluctuatio'ns andlor de-
valuation after an industrial concern has discharged completely its 
liability to the I.F.C. or whether the two should share the risks and, 
if so, on whet principles, is somewhat complicated. This has to be 
examined in great detail before considering in what way Section 
27(4) of the I.F.C. Act is to be amended. 

[Ministry of Finance, (Department of Banking) C.M. No.2 (31) -CarPI 
69 dated the 5th March, 1970]. 

Recommendation (Serial No. 12) 

The Committee are not satisfied with the Corporation's argu-
ments for giving less assistance to Industrial cooperatives during 
the last 3 years. The Committee are of the opinion that the quantum 
of assistance given to industrial cooperatives before 1965 should be 
maintained. 

(Para. 2.54). 
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Reply of Government 

Up t<1 the 30th June, 1965, the Corporation had sanctioned finan-
cial assistance of the order of Rs. 40.45 crores for the cooperative 
sector; this constituted about 18 per cent of the total assistance of 
Rs. 22.6.96 crores sanctioned by the Corporation up to the said date. 
However, sanctions in each year have not and cannot be on an uni-
form scale since these depend on the availability of viable proposals 
and other factors. Particulars of the yearly sanctions since the year 
1963 to the industrial cooperatives have been as under:-

(Rs. in crores) 

Year ended 30th June Total Assistance Percentage 
financial sanctioned of 

assistance to col. (3) to 
sanctioned industrial col. (2) 
during the coopera-

year ti ves 

(I) (2) (3) (4) 

1963 40 '14 6'14 15'3 

1964 38'27 I' II 3'0 

1965 33 44 2,63 8'0 

1966 43'12 2'43 5'6 

1967 22'S5 1,60 7'0 

1968 26'73 13'20 49'0 

1969 30 '66 II '46 38 'S 

2. During the years ended 30th June, 1966 and 1967, the quantwn 
of assistance sanctioned to the industrial cooperatives was, no doubt, 
on the low side but was not too low when compared to the figures 
for the two preceding years. During th years 1965-66 and 1966-67, 
the Corporation was following a system of inter se priorities in which 
sugar and textiles did not enjoy a high priority for the reason that 
the Corporation had already sanctioned up to the 30th June, 1965 
financial assistance of the order of Rs. 64.69 crores for these two 
industries which constituted about one-third of the total assistance 
of Rs. 226.96 crores sanctioned by the Corporation for all the indus-
tries up to the said date. Further, during the year 1966-67, certain 
policy issues had been raised by the Reserve Bank in regard to the 
rate of interest at which IFC could lend to cooperatives against 
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Government guarantees. Because of these consit.erations, the Cor-
poration could not take up tne processing (l'f applications from co-
operatives during the said year. Subsequently, in pursuance of a 
decision taken by the Central Government in August, 1967, IFC was 
advised to continue granting financial assistance to cooperatives on 
its usual terms and conditions. After this decision was made known, 
the Corporation resumed during the year 1967-68 the processing of 
applications from industrial cooperatives, and it sanctioned financial 
assistance of the" order of Rs. 13.20 crores for sugar and textile co-
operatives, constituting about one-half of the total assistance of 
Rs. 26.73 crores sanctioned by the Corporation during that year. 
More or less, the same policy continued during the year 1968-69 and 
assistance of the order of Rs. 11.46 crores has gone to the industrial 
cooperatives out of the total assistance of Rs. 30.66 crores sanctioned 
by the Corporation during the year. Subject to the availability of 
suitable applications, the Corporation will extend financial assistance 
to industrial cooperatives to as large an extent 8S possible. 

[Ministry of Finance, (Department of Banking) O.M. No. 2(31) 
Corp/69 dated the 5th March, 1970]. 

Recommendation (Serial No. 13) 

The Committee are surprised to learn that the problem of rea1is-
ing money from the cooperatives was not brought to the notice of 
the Government by the Corporation. The Committee feel that the 
State Government's approach should be helpful in facilitating reco-
very of the funds from the cooperatives. The Committee hope that 
Government will look into this matter and strengthen the hands of 
IFC so that the Corporation could get back the funds from the co-
operatives. The Committee also recommend that the State Gov-
ernment's guarantee should not be confined to residuary guara~t('e 
but it should be an uncond,itional guarantee, and if cooperative~ de-
fault in repaying instalments for more than a year, the State Gov-
ernment's guarantee should be invoked and money realised from 
such State Government. 

Reply of Govenunent 

In accordance with the decision of Government taken in 1954, 
the IFC has been granting loans to the cooperative lugar factories 
by obtaining residuary guarantee on a 50: 50 basis from the Central 
Government and the State Government concerned. In the case of 
textile cooperatives promoted by weavers, the IFC has been grant-
ing loans after obtaining 100 per cent primary guarantees from the 
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State Governments concerned. From 1967, onwards, in the case of 
textile cooperative spinning mills promoted by growers, there has 
been a decision of Government in the Department of Cooperation 
that the IFC should assist certain licensed factories after obtaining 
a residuary guarantee on a 50: 50 basis from the Central Govern-
ment and the State Government concerned. 

2. As and when a default occurs in the case of a cooperative so-
ciety, it is the normal practice of the Corporation to inform the con-
cerned Ministry in the Central Government, namely, the Ministry of 
Food, Agriculture, Community Dt::velopment and Cooperation (De-
partment of Cooperation) as well as the State Government concern-
ed. If the default persists the Ministry of Finance is also requested 
to take up the matter with the concerned Ministry. 

3. It has, however, to be explained that as far as the cooperative 
sugar factories are concerned, out of the 62 societies assisted by the 
Corporation, persistent default have taken place only in two socie-
ties. The Department of Cooperation, in consultation with the con-
cerned State Government, are already considering the ways and 
means of clearing the IFC's outstanding dues. In the case of textile 
cooperatives promoted by weavers, the Corporation is already get-
ting a 100 per cent primary guarantee of the concerned State Gov-
ernment. In the case of the textile cooperatives promoted by grow-
ers, the Corporation has already reviewed the position of the present 
system of insisting on residuary guarantee on 50: 50 basis from the 
State and the Central Government, after it had granted assistance 
to a few societies. Since its experience with these societies and 
others under examination has been that no normal standards of com-
mercial viability the Corporation would not be able to assist them 
it is proposing to take up the matter with the Department of Co-
operation to see if these societies be assisted on he basis of 100 per 
cent primary guarantees of the State Governments, as in the case of 
weavers cooperative societies. 

4. The Committee's recommendation that in the case of all indus-
trial cooperatives the State Government's guarantee "l-tould not be 
confined to residuary guarantee, but it should be an unconditional 
guarantee, and if the cooperatives default in T'Poaying instalments 
for more than a year, the State Government's guarantee should be 
invoked and money realised from such State Government, has been 
noted, and has been taken up with the Department of Cooperation. 

[Ministry of Finance, Department of Banking, O.M. No. 2(31)-Corr·( 
69 dated the 5th March, 1970]. 



Becommendation (Serial No. 19) 

The Committee regret to note that a large number of defaulting 
concerns appear on the list of the Corporation and their number 
is on the increase during the last four years. In some of the cases, 
the Corporation took a long time to initiate action for the recovery 
l)f its outstanding dues, with the consequence that 10 concerns have 
~ither closed down or went into liquidation. 'Ihe Committee are of 
the view that the IFC should not hesitate to initiate prompt and 
timely action to realise the outstanding dues from concerns shOWing 
.signs of running into defaults. 

The Committee recommend that before advancing loan, I.F.C . 
.should carefully examine the stability of the borrowing concerns-
review their activity with care and evolve a method as to how best 
to effect the quick realisation of their money from defaulting con-
cerns in consultation with the Government, if necessary. 

(Para 3.12). 

Reply of Government 

It is true that there has been some increase in the number of 
defaults during the last four years, in line with the experience of 
other financial and banking institutions. However, except in a very 
few cases, where the defaults might be attributed to certain special 
circumstances e.g. inadequate planning, inefficient management, 
death of the chief promoter etc., the general reason for the increase 
in the number of amount of defaults has been the recession in the 
economy resulting in marked decline in the profitability of some of 
the concerns, and factors such as increase in the cost, and shortag~ 
o()f raw materials, under-utilisation of capacity, shrinkage in demand, 
labour troubles, etc. The position of each account is also reviewed 
by the Board from time' to time. The detailed procedure followed 
by the Corporation in dealing with the defaulting concerns has al-
ready been fully explained to the Committee. The difficulties in 
the way of the Corporation in taking drastic legal action may be 
summed up as follows:-

(i) if action taken by the Corporation results in the closure 
of the factory, a number of workers arp thrown out of 
employment, giving rise to undesirable social and political 
consequences; 

(if) legal proceedings are both expensive and time consuming; 



(iii) the llquidation of the industrial concerns 1B generally look-
ed upon with disfavour by the State Governments and. 
the Courts; 

(iv) without the cooperation of the State Governments and. 
labour, it is not feasible to put up the mortgaged assets to. 
sale, more specially when it is likely to involve transfer 
of assets from the State to another. Besides, reasonable 
offers for purchase of closed factories are not easy to get. 

2. The Committee has stated that the concerns closed down or 
went into liqUidation because the Corporation did not initiate timely 
action for the recovery of its outstanding dues. It may be explained 
that the concerns had to go into liquidation or to close their factories 
because of the bad management or other factories which had no 
bearing on the action (timely or otherwise) taken by the Corporation-
for the recovery of its ques. In fact, in a few cases some of the 
assisted concerns of the Corporation could not meet the claims of 
the unsecured creditors and depositors, and. as a result, the unsecur-
ed creditors moved applications in the High Court for the winding 
up of the company and when the Corporation found from the progress 
of the winding up proceedings in the High Court that the company 
was likely to be wound up, the Corporation, with a view to protecting 
its interests, moved an application under the provisions of the IFC' 
Act for the appointment of Receivers for taking charge of the mort-
gaged assets so that in the event of the company being finally wound' 
up, the official Liquidator should not be able to lay hands on the' 
fixed assets of the company mortgaged to the Corporation. 

3. The Committee's suggestion that before advancing the loans;, 
the I.F.C. should carefully examine the stability of the borrowing 
concerns-review their activities with care--and to evolve a method' 
for early realisation of dues is already being followed by the Cor-
poration, and improvements in its procedure will be made from time 
to time In the light of experience.' This is naturally possible in the 
case of the existing concerns, but in the case of new concerns, the 
emphasis has necessarily to be on the technical and financial viability 
of the projects and the experience, qualifications and standing of 
the promoters. 

[Ministry of Finance, Department of Banking, O.M. No. 2(31)-Corp/ 
69 dated the 5th March, 1970): 
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Beeommendatioa. (S-W No. 20) 

The Committee are unable to agree with the view of the Corpora-
tion that their financial position be improved by raising authorised: 
capital to an amount of double the existing level coupled with corres-
ponding increase of their borrowing limit. The Committee' are con-· 
vinced that the existing borrowing limits are adequate and authorised 
capital as it is, has room for enhancement up to Rs. 10 crores. The 
Committee recommend that the C'Orporation should generate more 
financial resources on their own by adopting measures like: 

(i) selling or re-discounting of short term obligations in open 
market through other financing institutJ(lns; 

(ii) issue of medIum term bonds; 

(iii) fully utilising the drawing facilities of the R.B.I. etc. and' 
identical methods, 

The Committee desire that the Government may also look into its 
financial position at regular intervals and advise them. 

(Para 4.12). 

Reply of Government 

The Committee's observations have been noted and the IFC agrees 
that there is no immediate need to increased its authorised capital or 
its borrowing limits by an amendment of the Act. 

2. As regards replenshiment of resources by seIling or rediscount-
ing short-term obligations in the open market through the other 
financial institutions, it may be mentioned that the U.T.I. has suggest-
ed recently that the financial institutions should give assistancC' by 
way of debenture loans which may be taken over by the UTI when 
it so desires. The mechanics of the procedure to be adopted are 
under consideration of the IDBI. 

3. On the question of issue of medium term bonds, it may be stilted 
that the loan sanctioned by the Corporation are generally for a period 
12-15 years. If the maturity period of the bonds issued by the 
Corporation is for a shorter period, the Corporation would find it 
necessary to keep an unduly large portion of its resources in liqUid 
form or in short maturities to meet its recurring commitments. Fur-
ther the bonds of the Corporation are guaranteed as to the repayment 
of principal and payment of interest at a rate of Interest to be fixed" 
by the Central Government. The rate of interest should not, there-
fore, be out of the alignment with the rates at which the Central~ 
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'Oo\ternment, the 'State Governments .il)~ i;n.stituUons which issue 
.Government guaranteed securities borroW f~d, from the market. 
The Corporation has been able to raise funds, d\U'in.g the recent years, 
in the form of 12 years bonds at th~ rat~ of 5t% with an issue price 
of 98% giving a yield to redemption slightly less than 6%. Having 
regard to the rates of interest paid by commercial banks on term 
deposits, it would not have been possible for the Corporation to have 
placed on the market an issu~ of shorter matllrity carrying a rate of 
interest which would attn~ct th~ medi\lJll term investor, as well as 
the long-term investor, acceptabl~ to the Central Government. On 
the whole, therefore, it would seem desirable to continue the existing 
policy of issuing bonds of approxim~tely 12 years maturity. 

4. On the question of utilising the drawing facilities of the RBI, 
under the IDBI statute, the IFC can avail of the refinancing facilities 
whenever needed. The Committee's observations that the Govern-
ment may also look into the financial position of the IFC at regular 
intervals and advise them, have been noted. 

[Ministry of Finance, Department of Banking, O.M. No. 2(31)-Corpl 
69 dated the 5th March, 1970]. 

Recommendation (Serial No. 22) 

The Committee feel that in view of the increase in the number and 
amount of defaults, the Corporation's doubtful debts would also in-
crease. The Committee hope that the Corporation would tighten its 
machinery to realise the money from the assisted concerns and apply 
necessary safeguards for the future. 

(Para 4.18). 

Reply of Government 

The Government have noted the observations of the Committee. 
Every effort will be made by the Corporation to secure that there is 
no undue increase in its doubtful debts by effective processing of the 
loan applications as well as by taking proper steps for the recovery 
of overdue amounts. 

2. It will, however, be appreciated that it may not be possible to 
avoid an increase in defaults, and, therefore, in doubtful debts, if 
these are caused by circumstances external to the industrial concerns, 
viz., recessionary trends in the economy, the failure of monsoons and 
other similar factors. It may. however, be hoped that with the revival 
of economy that has been of late noticeable, there would be some 
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improvement in the situation arid the numbet of defauits by the assist-
ed concerns will tend to be reduced. 
[Ministry of Finance, Department of Banking, O.M. No. 2(31)-Corp/ 

69 dated the 5th March, 1970]. 

Recommendation (Serial No. 23) 

The Committee are glad to note that the Corporation has made 
steady progress in its profits during the last few years, and they hope 
the progress will be maintained in future years. 

(Para 4.20). 

Reply of Government 

The Government shares the hope of the Committee, and expects 
that barring unforeseen circumstances, the profitability of the Cor-
poration will tend to improve further in future years. 
[Ministry of Finance, Department of Banking, O.M. No. 2(31)-Corp/ 

69 dated the 5th March, 1970]. 

Recommendation (Serial No. 24) 

The Committee regret to note that the Corporation did not imple-
ment the recommendation of the Estimates Committee (1962-63) in 
arranging the meeting of the Board of Directors at pla,ces outside 
Delhi. The Committee trust that the Corpo'ration would in future 
plan the meetings of the Board as recommended by the Estimates 
Committe~. 

(Para 5.5). 

Reply of Government 

The Committee's suggestion to hold the meetings of the Board at 
places other than New Delhi, Bombay, Calcutta and Madras has been 
carefully noted; in fact during the year 1969, meetings of the Board 
were held at Bangalore and Hyderabad. 
[Ministry of Finance, Department of Banking, O.M. No. 2(31)-Corp/ 

69 dated the 5th March, 1970]. 

Recommendation (Serial No. 25) 

The Committee, while agreeing to the proposal that the Board of 
Directors of the Corporation should be authorised to establish offices, 
agencies and Branches wherever the Board deems ftt. suggest that 
the Corporation should establish more such offices and agencies in 
industrially less developed regions. ' 
~".."" f"T '';lQ1'! (para 5.8) 



Reply of Government 

The recommendation of the Committee is accepted in princ~le... 
The implementation will, however, depend upon the needs of the-
businesll of the Corporation. 

[Ministry of Finance, Department of Banking, O.M. No. F.2(31)-
Corp/69 dated the 5th March, 1970]. 

Recommendation (Serial No. 26) 

The Committee find that the Central Committee is not doing any 
useful work and recommend that it should be dissolved. 

(Para 5.15) 

Reply of Government 

The Committee's recommendation has been noted. Action will be 
taken to amend the Act at the next available opportunity. 
[Ministry of Finance, Department of Banking, O.M. No. 2(31)-Corp! 

69 dated the 5th March, 1970]. 

Recommendation (Serial No. 27) 

The Committee feel that the 3 principal branch offices should be 
invested with more delegated authority in respect of sanctioning of 
loans within certain limits and should be made responsible for realisa-
tion of outstanding amounts from defaulting concerns within their 
territorial jurisdiction. 

(Para 5.19) 

Reply of GO"ernment 

At present the Branch Offices are empowered to deal with cases 
of realisation of outstanding amounts from the assisted concerns, 
including those in default, except where the legal action has become· 
necessary or there are other circumstances requiring consideration at 
the higher level. As regards the actual sanction of assistance, it has 
to be appreciated that unlike the commercial banks, the Corporation 
provides long-term credits for relatively large amounts. This involv-
es taking a long-term view of each project and, to that end, a detailed 
appraisal of appUcations from the technical and economic aspects is 
necessary. In view of this it has been found necessary so far to cen-
tralise the work of sanctions at the Head Oftlce. 

2. In thill connection it may be stated that the IDBI which has 10' 

far been operating only from its Head Oftlce at Bombay, hu opened 
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.;8 Reiional Office at Calcutta and proposes to open Regional Oftlces at 
Delhi, Bombay and Madras and delegate some powers of sanctioning 
assistance at these centres to de-centralise the work as far u possible. 
On the basis of experience gained by the IDBI, the !.FC also may 
consider moving on similar lines in due course. In the meanwhile, 
the Corporation would continue to review its procedures and take 
.steps to expand its organisation to the extent necessary in order to 
·eliminate delays as far as possible. 

[Ministry of Finance, Department of Banking, O.M. No. 2(31)-Corp! 
69 dated the 5th March, 1970]. 

Recommendation (Serial No. 32) 

The Committee are glad that the Corporation has been bringing 
·out good informative annual reports with detailed charts and tables, 
. and the report is published soon after the end of each year. 

(Para 6.18) 

Reply of Government 

No comments. 
IMinistry of Finance, Department of Banking, O.M. No. 2(31)-Corp/ 

69 dated the 5th March, 1970]. 



CHAPTERID 
RECOMMENDATIONS WHICH THE COMMITTEE DO NOT' 

DESIRE TO PURSUE IN VIEW OF THE 
GOVERNMENT'S REPLY 

Recommendation (Serial No.2) 

The Committee find that besides the fresh applications received~ 
by the Corporation, a large number of applications were pending dis-
posal with the Corporation during these years. It would thus appear 
that there was no shortage of applications. Regarding the limited' 
financial resources of the Corporation, the Committee are convinced" 
that except on few occasions, the Corporation did not suffer from 
shortage of funds. The Committee are unhappy to note that despite 
the fact that no paucity of funds existed, the Corporation could not 
consider adequate number of applications. The Committee trust 
that the Corporation would process more applications and thereby 
sanction more assistance in future years by quickening the pace of 
evaluation of applications and by avoiding adherence to outmoded' 
principles of financial assistance. The Committee wish to emphasise-
the well known saying that assistance delayed is assistance denied'. 

(Para 2.14) 

Reply of Government 

The Corporation has to operate within the constraints of statutory 
limitations imposed upon it by the Industrial Finance Corporation 
Act and the directives regarding security etc., issued to it. Within 
these constraints and the constraints of the general law of the land 
in the matter of provision of mortgage finance, it has been the endea-
vour of the Corporation to follow po1icies and practices generally 
followed by Development Banks, not only in India, but in other oaun-
tries. In the light of its experience, however, the Corporation has 
been reviewing its procedures from time to time, so as to minimise 
the time taken for the examination of applications for financial assis-
tance. The Corporation has also been taking steps to streamline its 
procedures and has standardised and got printed many of its legal' 
forms with a view to securing expeditious disbursement of the faci-
lities sanctioned. " 

22 
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2. Regarding the pendancy of applications, the Table given below 
gives the number of applications pending at the close. of each of the 
last three years:-

Yean 

1965-66 

1966-67 

1967-68 

Applica-
tions 

pending 
at . the 

beginning 
of the 
year 

100 

134 

101 

Applica-
tions 

received 
during 

the year 

3 

107 

Total 

4 

315 

z6z 

z08 

Applica-
tions 

Applica-
tions 

Applica-
tionl 

withdrawn diru;sed pending at 
during of uring the close of 
the year the year the year 

5 

39 

EO 

6z 

6 

14Z 

81 

7 

134 

101 

81 

N.B. The above figures denote the numbers of different types of facilities (rupee 
loans, foreign currency loans, underwritings, guarantees, etc.) applied for by 
various industrial concerns and where a concern has applied for more than one 
type of facility, it has been accounted for more than once in the above figures. 

3. It may be appreciated, however, that the mere fact that the 
Corporation has received a certain number of applications or that 
a certain number of applications were pending disposal at the end 
of a particular year does not mean that these applications were com-
plete in all respects and delay in their disposal was because of inac-
tion on the part of the Corporation. The applications were pending 
because the applicants themselves had to comply with certain basic . 
requirements before the applicants could be processed further. 

4. As regards the question of shortage of funds, this has to be 
examined in the light of the commitments already made by the Cor-
poration and the demands on it during any given period. During 
evidence before the Committee, it was stated that the Corporation 
was suffering from paucity of funds mainly during t.he year 1966-67. 
At the beginning of that year, tbe outstanding commitments of tbe 
Corporation in respect of rupee loans and underwritings were 
Rs. 52.32 crores and it bad pending applications involving a total . 
sum of Rs. 83.37 crores (tnelusive of 7 applications from 4 concerns· 
for an aggregate amoumt of Rs. 32.31 crores to be financed jointly 
with other institutions). Furtber, 128 appUcatfons involving a sum-
of RI. 179.51 crores were received dwing tbe year. These applications-, 
wer~ inclusive of 32 applications for an aggregate amount of Rs. 141.12:" 
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lcrores to ,be financed jOintly with ether financial institutions). As 
. against the above, the available resources of the Corporation were 
,.()f the order of Rs. 22.73 crores only made up as follows:-

(i) Allocation by Government 

(ii) Corporation's own funds by way of repayments 

TOTAL 

Rs. in crores 

IS'SO 

7'23 

22'73 

The Corporation had also issued Bond of Rs. 6 crores in Septem-
,.ber, 1966 and had also certain foreign line of credit out of which 
foreign currency loan of the order of Rs. 6.63 crores were disbursed 
·during the year 1966-67. The Corporation has, therefore, necessarily 
to exercise a certain amount of restraint in assuming additional 
,commitments and work according to a scheme of priorities. The 
'Committee have already been informed that in view of the slow 
off-take of funds, the Corporation was not suffering from any shor-
tage after the year ending 30.6.1967, and all viable and acceptable 

. schemes from eligible applicants were being duly considered. 

'[Ministry of Finance, Department of Banking O.M. No. 2(31)-Corp/ 
69 dated the 5th March, 1970]. 

Recommendation (Serial No.3) 

The Committee note that the incidence of rejection of applica-
. tions has gone down during these years. Among the applications 

rejected, there were some applications for assistance from less deve-
loped States. The Corporation should have tried to encourage the 

;applications coming from the less developed areas. The Committee 
,are not satisfied that the Corporation have done all it could to en-
,courage the establishment of new industries in those regions by 
giving them more consideration or looking at them more sympathe-

,tically. 
(para 2.16) 

Reply of Govemment 

In paragraph 2.15 of the Report, the Committee has stated that 
.during the last 3 years the IFC had rejected 25 applications out of 
. 309 applications considered by them. Among the referred appliea-
-tions there were 7 applications for assistance from less ~10JM:d. 
:-States. 
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2. In the written reply furnished by the Corporation to the Com-

mittee to their Question No.9, a statement was attached by the Cor-
porntion showing the list of cases which were rejected by the Cor-
poration during the last 10 years-1958-59 to 1967-68-together with 
the reasons for their rejection. This statement accounted for 40 
industrial concerns which had filed 51 applications for financial assis-
tance (each type of assistance being counted as one appliaction by 
the !'Fe) out of this, during the last 3 years, namely 1965-66, 1966-67 
and 1967-68, 15 industrial concerns which had filed 23 appllcationa 
for financial assistance (not 25 as inadvertantly stated by the Com-
mittee in paragraph 2.15 were rejected by the Corporation. Out of 
these 24 applications, if the applications from the industrial concernll 
-from Gujarat, Maharashtra, West Bengal and Tamil Nadu are eU-
minated, the rest of the applications numbering 7 received from the 
following 5 industrial concerns. (Each type of assistance is counted 
as one appliaction by the IFe as already stated above.) 

51. No. Name of the canCern 

I. Brake Linings Ltd., Punjab 

2. Assam Sillimanite Ltd. Bihar 

3. Kerala Rubber & Ite-claims Ltd., KeraIa 

... Telefunken India Ltd., Haryana 

~. Indian Metallurgical Industries Ltd., Haryana 

Year of Assistance applied (or 
rejection (RI. in lakhS) 

1965-66 {2' So (Loan) 
2'00 (Underwritiq) 

.. 4S'00 (Loan) 

" 6'00 (Underwrirlna) 

J966-67{30'00 (Loan) 
10'00 (UnderwritiDl) 

J967-68 10'00 (Loan) 

If the classincation adopted by the working Group set up by the 
Planning Commission on 'Identification of Backward States' were to 
be adopted, the number of rejected applications from less developed 
States, would be only one, viz. Assam Sillimanite Ltd., Bihar, out of 
the 24 applications that were rejected by the Corporation during 
the last three years. 

3. Out of the seven applications in the Table, three applications 
from two concerns, viz., Kerala Rubber Ie Reclaims Ltd., and Tele-
funken India Ltd., were reconsidered in the year 1968-69 after the 
deficiencies pointed out therein had been removed by the applicant 
concerns, and the same were sanctioned financial assistance by the 
Corporation. The reasons for rejection of the remaining four 
applications from three concerns were as follows:-

(1) Brake Lming. Ltd. Pun;ab (1965-66) .-The IFe advJaed 
the Indian promoters as well as the foreign collaborations 

2090 (All) LS-3. 
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to increase their contribution tow~da the equity issue in 
their respective approved proportlOl) of cepital, but they 
refused to do so. This ,balanced capital structure was 
necessary for the efficient financing scheme of the 
company. In addition, the Company's financing proposals 
as also the profitability estimates were not found accep-
table, and as such, the Board could not agree to the Com-
pany's request for financial assistance . 

Assp.m SiUima.nite Ltd., Bi1uzr (1965-66).- (Promoter&-
United Provinces Commercial Corporation, Calcutta, Part-
ners-S/Shri S. M. Whai and P. M. Whi) .-The Board 
OOuld not see its way to sanctioning the loan applied for 
on account of various unsatisfactory features, which were 
mainly, that the implementation of the scheme had not 
progressed in a well planned manner, the economics of the 
scheme were not found to be satisfactory and the manage-
ment did not inspire confidence. The company had diffi-
culties with their foreign investors. 

(3) Indian MataUurgical Industries Ltd., H(Lryana. (1967-68). 
(Chief Promoters-Gtobe Motors Ltd.)-The project was 
not considered viable. The Globe Motors Ltd., who were 
the Chief Promoters of the Company belong to a group 
of companies (Globe Finance Ltd.) whose conduct of 
operations did not inspire confidence amongst the pUblic. 
It will thus be seen that a second view was taken where 
ever possible provided the deficienCies of the concerns 
could be reminded. 

4. In this connection, it may also be mentioned that the Corpora-
tion has since decided, in principle, to grant certain special incen-
tives to encourage the setting up of industrial projects in industrially 
less developed areas. The salient features of the proposals consist 
of a reducti-an in the effective rate of interest (Normal effective rate 
isS per cent), lower margin of security (the Corporation normally 
aims at 50 per cent). extension of the initial moratorium period for 
repayment of loans (normal period three years), longer amortisation 
period for loans (normal period being fifteen years), greater contri-
bution by the Corporation to the project cost inclusive (1f participa-
tion in the share capital by way of underwriting facilities and reduc-
tion in the charges for processing examination of applications for 
assistance and relief in legal charges and recovery of incidental 
~es. The scheme of concessions will be avaUable to small and 
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medium scale industries in selected baekwilN ... as, the election 01 
the areas being settled by the Planning Commission, in consultation 
With the financial institutions and the State Governments. 

[Ministry of Finance, Department of Banking O.M. No. 2(31)-Corpl 
69 dated the 5th March, 1970]. 

Recommendation (Ser:al No.1'> 

The Committee feel that evolving a common loan application 
form for seeking various details and also to standardise the legal 
procedure required to be followed in this behalf is a desirable step. 
Generally financial reqUirements of an industrial unit are met by 
a number of lending institutions. If all such institutions process the 
loan applications and draft legal documents individually, the result 
will be delay in assistance and inconvenience to the borrowing con-
cern. The Committee are happy to learn that the IDBI has already 
taken up this matter and hope that a common loan applications form 
and standard legal form will be evolved in the near future. The 
Committee also suggest that some arrangement may be arrived at 
under which the result of investigations by one Government Institu-
tion of a concern are made available to other Government financial 
institutions, and the duplication of the said work is avoided as far 
as possible. 

(Para 2.60)'. 

Reply of Government 

Under the present arrangements. when an applicant submits and 
application to anyone of the all-India financing institutions, it fur-
nishes copies of the same to the others also and separate applications 
are not asked for. This flex;~le approach has been found very coo:-
venient and as such, the IDBI are not proceeding with idea of evolv-
ing common application form for the present. Attempts are also 
being made continuously to reduce the delays through inforqlal dis-
cussions and utilisation of common channels and procedures where 
feasible. 

2. As regards the supply of the results of investigations by one 
institution to another in joint financing cases, there is already a four 
amount of informal exchange, and matters are being progressively 
simplified after the establishment of the roBY in 1984, as a result 
of the discussions at interinstitutional meetings. 

[Ministry of Finance, DePartroent of Banking O.M. No. 2(31)-Corpl 
69 dated the 5th March, 1970]. 



Becommelldation (Ser,-l No. 15) 

The Committee are unhappy to note that the Corporation had 
taken up shares/debentures of a very high amount in pursuance of 
the underwriting obligation. This has resulted in blocking of capital 
which could have been utilised in a better way. The Committee 
desire that the Corporation should gear up its investment Depart-
ment so that it might study the investment market carefully in 
future and ensure that underwriting is done in respect of sound 
concerns, so that the incidence of devolution is not high. 

(Para 2.65). 

Reply of Government 

The Corporation's underwriting operations are not in the nature 
of investment operations (in fact, under Section 20 of the IFC Act, 
the Corporation is authorised to invest its funds only in the securi-
ties of the Central and State Governments, and in the initial capital 
of the Unit Trust), but are in the nature of a catalytic operation, 
intended to give support to concerns which though potentially 
viable would not in the ordinary course, be in a position to raise 
sufficient funds from the market. Therefore, the more the Corpora-
tion ventures out to assist new or not-so-well-established projects, 
the greater will be the amount of devolution on the Corporation. 
Moreover, the demand on the Oarporation for underwriting is nor-
mally large, when the entrepreneurs do not expect sufficient res-
ponse from the market. The incidence of revolution of sharesl 
debentures on the Corporation in pursuance of the underwriting 
obligations has thus been hi.gh not because the applications were 
nat critically examined, but because of the continued sluggisness of 
the capital market, and the long gestation period taken by the newly 
floated concerns in reaching the dividend paying stage. 

2. Of late. there has been some improvement in the capital market 
leading to a demand for shares of some selected industries like 
chemicals and fertilisers. and it has been possible for the Corpora-
tion to sell shares and debentures to the extent nf Rs. Ui9 crores 
during the year 1967-68 and Rs. 0.73 crore dutina: the year 1968-89. 
As a ~ult of these operations. the Corporation made a net proftt 
of Rs. 4.41 l.aklul durincz the year 1967-68 and Rs. 24.73 lakhs durin~ 
the year 1968-69. 

[Ministrv nf Finance. Department of Banldn" O.M. No. 2(3n-~n"t)l 
69 dated thf" !lith Mareh. 1~70'. 
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8eMmm _d.tiOIl No. 11 

The Committee found that there is truth in the general complaint 
that the time taken in processing the applications and disbursement 
of loan by I.F.C. is unduly long. Much of the delay is contributed 
the rigid and unimaginative observance of the rules in processing 
loan application by th Corporation. Other lending institutions 
process such application in a more expeditious manner, taking a 
broad view in assessing the fulfilment of preliminary conditions. 
The Committee 17ecommend that the Corporation should -adopt a 
practical approach to this problem and follow the pattern set by 
similar lending institutions in India and abroad for processing the 
applications expeditiously with a view to curtail the time factor. 

(Para 2.68). 

Reply of Government 

The Corporation, being a public undertaking, with accountability 
to Parliament, has to work within the framework of the IFC Act 
and the rules framed thereunder. It has also to observe the direc-
tive issued to it under section 6 (3) of the !Fe Act, which requires 
the !FC to obtain the prior approval of the IDBL and Govern-
ment in certain cases e.g. when the loan to a single party or group 
exceeds Rs. 1 crore 0'1' for deferred payment guarantees. In so far 
as the other financial institutions are concerned, they have no such 
restrictions in the shape of observance of directives issued to them 
as the ones obtaining in the case of I.F.C. 

2. Increasing number of cases require joint financing by the IFC, 
IDBI, ICICI and the LIe. In these cases the time taken by the 
Corporation both in sanctioning and disbursing assistance is more 
or less the same as by the other long-term financial institutions. The 
practices and policies followed by other financial institutions are 
more or less similar to those· followed by the IFC. 

3. Nevertheless, within the framework of the conditions in which 
it has to operate, the Corporation has been making every endeavour 
to reduce the time-lag between the receipt of an application and its 
sanction and also between sanction and disbursement. The Cor-
poration has taken several steps to reduce the time-lag. including 
the strengthening of its Technical, Financial' and Legal Departmenta 
at its Head Office and Branches as also simpliftcation of its proce-
dures and standardisation of its various forms, a good number of 
which have also printed. It is pertinent to mention that the 
total cumulative disbursements ot rupee loans as on the 23rd June. 
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1969 amounted to Rs. 111.» crares agai.nat the e1fective sanctions of 
Rs. 206.48 crores, i.e. about 88 per cent of the net sanctions which 
Ihould be regarded as satisfactory. 

(Ministry of Finance, Department of Banking O.M. No. 2(31)-Corp/ 
69 dated the 5th March, 1970]. 

Recommendation (Serial No. 17) 

The Committee feel that large amounts over-due from coooerna 
ill which Ute Direeters of the Corporation are interested in one form 
or the other does not show a healthy state of affairs in a financial 
Corporation. Technically the Directors may be members Of Share-
holders of the concerns but actually the concerns may belong to and 
Industrial group represented by the Directors. The Committee 
recommend that the Directors of Industrial Finance Corporation 
having interest in concerns from which large amounts are over-due 
should cease to be Directors of the Corporation. Efforts should be 
made to recover such over due instalments expeditiously. 

(para 2.75). 

Reply of Government 

In regard to the Committee's observation that large amounts 
overdue from concerns in which the directors of the Corporation 
are interested in one form or the other does not show a healthy 
state of affairs for a financial Corporation, it is again submitted that 
in all the four cases under reference, the assistance had been sanc-
tioned by the Corporation long before the concerned persons became 
its directors. As already explained to the Committee, (vide para-
graphs 2.73 and 2.74 of the Report), in three concerns out of the 
four referred to by the Committee, from whom certain amounts were 
overdue, the Directors of the Corporation were interested only as 
ordinary shareholders and not as- directors or as members of the 
managing agency, of any of these concerns. The shareholdings of the 
directors in the concerns mentioned were nominal. For example, in 
the case of Ashoka Paper Mills, Ltd., out of a total equity capital of 
the company of Rs .. 2.2.0 lakhs as oa the 31st December, 1967, tile con-
cerned. t>irector was holding e(fuity shares of a total face value of 
Bs. 6,000 only. In the case of the Manciya, National Paper Mills Ltd 
Gut ()f a total equity capital of Rs. 142.78 l:e.khs as on 30th June, 1968, 
the conCel'ned Director wu holc1ing equilty sares of the face value of 
Rs. 2.,000 'Only. These share had been acq1Ji-r~ by the concerned 
Ji)irectors before he became a director of the Ccrporation. In the 
ease of one of tbose concerras, viz., Mandye NatWnlJ.l Paper Mills Ldd., 
the Director eoncerned h,s alreaiy dispo~d of bi:;Jlhareholdings. 
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2. In the C~ of Lelrter-Knit GOlatirte Co. Ltd., m1m whicb • 
small amount, N. Rs; 9.31 lakh9 was ovetdue, the concerned m. 
rector of the Corporati()t\, elected to represent Insurance conce~ 
Investment Trusts etc., was a shareholder-cum-director of the ~ 
paay long before she was elected to the Board of Directors of the 
Corporation. (In tIm case, while the interest in arrears has since 
been cleared, reschedulmg of the loan has been agreed to as part 
<1f a scheme of re-organisation of the company under which MI& 
Shaw Wallace & Co., who have considerable experience in the line 
will have the controlling interest). Shrimati Raksha Saran hal 
also ceased to ,be a Director of the Industrial P"inance CorporatiOll. 

3. ,In the case of Shah Construction Co. Ltd. from which also a 
small sum of Rs. 6,000 is overdue, the concerned director is a sJuuoa... 
holder and the dollar sub-loan in respect of which the default c»-
curred had been sanctioned before he was elected to the Board 01 
the Corporation. 

4. The Industrial Finance Corporation has dealings With more 
than 400 industrial concerns (and this number is progreSSively on 
the increase), and it is possible that who may get elected or nomi-
nated as direcooTS, might have invested also some ot their ~ngs 
in the past in industrial concerns having dealings with th,e Co~ 
poration. Obviously, it could not be the intention that a person 
who has a small shareholdmg in an industrial concern which mar 
be in default in regard to its dues to the Industrial "nance Cot"-
poration should be debarred from being the dtrectar of the Cor-
poration. 

5. In regard to the further observation of the Committee that 
technically the directors may be members or shareholders (1[ the 
concerns but actually the concerns may belong to an industrial 
group represented by the directors, it is subruitted that accord.in¥' 
to the best infonnation available none (1[ the four concerDJI referred 
to belong to an industrial group represented by the Directors of 
the Industrial Finance Corporation. 

6. As regards the CommitteE:!'s recommendation that any director 
of the Industrial Finance Corporation having interest in a concern 
from which a large amount is overdue should cease ~o ~ a director 
of the Corporation, it is submitted that a distinction should be 
made between into interest as a 'shareholder' and interest as a 
'director'. Inte~est as '" 'sharehold~r' may be <1f two kinds, namely, 
interest as an ,or~ary tnvestor$hareholder with a small sharehold-
Jng and interest 88 a shareholder belongin2 to the fndustrialistB' 
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group to which the company may be deemed to belong. Similarly 
lUIlong directors, a distinction may have to be made between a 
director belonging to the industrialist groups having an important 
voice in the management of the concern and a director holding 
o1Ilce in virtue of his own individual comptence and reputation, 
elected by the general body (jf the shareholders. In view of this,. 
the mere fact that a director of the Corporation has some interest 
In a concern which has run into difficulties and has committed de-
faults for reasons which might well be beyond its control should 
not be taken to mean that the loan was granted by the Corporation 
without the proper scrutiny. In this connection, it is pertinent to 
point out that out of 12 directors of the Corporation (excluding the 
Chairman), four are nominated by the Industrial Development Bank 
of India and two by the Central Government; six directors are elect-
ed by shareholders other than the Industrial Development Bank of 
Iridia, two to represent scheduled banks, two to represent insurance 
concerns and investment trusts etc., and two to represent coopera-
tive banks. While the directors nominated by the Central Govern-
ment are generally its own officials, the directors nominated by the 
Industrial Development Bank <1f India, at present, consist of one 
official of the Industrial Development Bank of India, one an indus-
trialist, one an economist and one a person with a trade union back-
round. Thus, the very compasition of the Board of Directors of the 
COl1>Oration, which represents various interests and view points 
should be a reasonable saIeguard against any individual director ex-
ercising undue influence on the operations of the Corporation. How-
ever, consideration could be given to adopting such further measures 
and procedures as might be desirable and practicable. 

7. In regard to the recovery of overdue amounts from the four 
concerns mentioned in paragraph 2.74 of the Report, two, concerns, 
ie. MIs. Leiner-Knit Gelatine Co. Ltd., and Mis. Shah Construction 
Co. Ltd., have already cleared the defaults under reference. As 
regards Mis. Ashok Paper Mills, Ltd., and Mis Madhya National 
Paper Mills Ltd., the concerns have run into serious difficulties, as 
already explained to the Committee, and the process of recovery is 
likely to be a long drawn-out one. All necessary steps are, however, 
being taken by the Corparation to expedite the recovery andlor satis-
factory settlement of its dues. Certain schemes of re-organisationl 
rehabilitation are currently under negotiation with the assistance of 
the State Governments concerned. 

[Ministry of Finance, Department of Banking, O.M. No. 2 (31) 
corp/69 dated the Sth March, 1970]. 



33 

Becommead.tion (Serial No. 18) 

The Committee find that in the Banking Laws (Amendment) Act,. 
1969, it hBl been provided that no banking company shall-

"enter into any commitment tor granting any loan or advance' 
to or on behalf of-

(i) any of its directors, 

(ii) any firm in which any of its directors is interested as· 
partner, manager, employee or guarantor, or 

(iii) any company (not being a subsidiary of the banking' 
company or a company registered under Section 25 of 
the Companies Act, 1956, or a Government Company) of 
which any of the directors of the banking company is a 
director, managing agent, manager, employee or 

guarantor or in which he balds substantial interest, or' 

(iv) any individual in respect of whom any of its directors 
is a partner or guarantor." 

The Committee suggest that the feasibility of extending the 
above wholesome principles to Government financial companies 
such as the Industrial Finance Corporation may be considered, 90 as 
to debar grant of loan by a Government financial institution to a 
company in which its Director (other than a Government official 
representing a Government DepartmentlGovernment Org~ation) 
is interested as a director, partner, guarantor etc. 

Pending examintion of the above policy, Government may con-
sider issuing a directive to the I.F.C. that if a company in which a 
Director of I.F.C. is interested as a director, partner, guarantor, etc., 
the director should not only withdraw from the Board meeting of 
the Corporation when the loan application comes up for considera-
tion but severes his connections with the Corporation before the 
application for financial assistance is taken up for cOnSideration by 
I.F.C. (para 2.76) 

Reply of Government 

Commercial banks normally grant assistance to industrial con-
cerns in the shape of short-term loans for working capital pur-
poses. Their medium term loans are considerably less. They do not 
grant assistance on long-term basis. On the other hand, the term 
lending institutions grant only long-term loans to industrial con-
cerns. Prior to nationalisation of the major scheduled banks, there' 



34 

have been instances In 'Which the industrilll groups which had pro-
moted those commercial taken considerable advantage of Uleir ~ 
elation and Banks had admittedly position on the Board of thQlllt 
Banks to draw assistance from those Banks for the industries con-
trolled by them. Such an invGlvement of industrial groups with the 
I. F" . C. does not exist. 

Further under the Industrial Finance Corporation Act, the 
Chairman is appointed by the Central Govem:ment after consulta-
tion with the Industrial Development Bank of India. 4 Directors are 
nominated by the Indu'<;trial Development Bank of India, and 2 
directors are nominated by the Central Government. Two directors 
are elected by the Scheduled Banks who are shareholders Qf the 
Corporation, 2 Directors are elected by the shareholders (jf the Corpo-
ration other than the Development Bank, scheduled ,banks and the 
CO'-Operative banks. 2 Directors are elected by the co-operative bank 
who are a shareholder holder of the Corporation. The I.F.C. in 
terms of its Charter and accountability to Parliament operates within 
the scope of certain directives issued to it under Section 6 (3) of the 
Act. All these ensure adequate check to avoid any undue influence 
by interested Directors. The suggestion that when a loan applica-
tion of a company in which a Director of the I.F.C. is interested as 
a director, partner, guarantor etc., comes up for consideration 
before the I.F.C., the director should not only withdraw from the 
Board's meeting of the Co'rporation but severes his connections with 
the Corporation, before the applicatiO'n for financial assistance is 
taken up for a consideration by the I.F.C. may be difficult to im-
plement, as there is a very fmall number of long-term financial 
institutions. At present the director concerned withdraws from the 
proceedings of the meeting of the Board and does not take part in 
the discussion. However, consideration should be given to adopting 
such further mea<;ures and proceedures as might be desirable and 
practicable. 

[Ministry of Finance, Department of Banking, O.M. No. 2 (31) 
Corp 169 dated the 5th March, 1970]. 

Recommendation (Serial No. 21) 

The Committee feel that there is no reason why the revised rate 
of interest should not be applied to the loans sanctioned and 
disbursed by the Corporation after April, 1957 particularly when 
this was clearly provided for in the loan document~. If this legal 
right is exercised, it would increase the working funds of the Corpo-
ration. (para 4.16). 
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a.IW of Govenameat 

The reasons why the Corporation has not considered it advisable 
so far to exercise its legal right to raise the rate of interest in the 
case of old loans are as follows: 

(a) Incidence of a higher rate of interest on the aId 104JlS 
might upset the schemes of the borrower companies (who 
had no option to arrange finance elsewhere) and aftect 
their projections of profitability. 

(b) So far as it is known, there is no precedent of any long-
term lending institution having increased its rate of in-
terest in respect of the loans already disbursed by it to its 
borrower concern. 

(c) The lending rate of the Corporation is generally linked to 
the cost of raising funds by the Corporation at the time of 
sanction of the loans. (A considerable portion of the 
resources of the Corporation have been hitherto drawn 
from Government who charge a fixed rate of interest on 
their loans to the Corporation throughout the currency of 
the loans). 

2. Once the Corporation re-orts to the practice of charging higher 
rate of interest in respect of loans disbursed before the date from 
which a higher rate becomes effective, the Corportion may not, in 
equity, find it possible to resist a demand from the borrowers to 
whom loans have already been disbursed a higher rate, to charge 
them interest at a lower rate, if the lending rate of the Corporation 
is subsequently reduced. In the long run, therefore, it may not be 
of advantage to apply the current higher rate of interest to the old 
loans. 

[Ministry of Finance, Department of Banking, O.M. No. 2 (31) 
. Corp/OO dated the 5th March, 1970]. 

BeeomlDeMat~OD (Serial No. 28) 

The Committee are surprised to note that the Corporation have no 
separate Finance Division for looking into the financial position of 
the assi$ted concerns and to pursue the recovery of outstanding 
loans. A number of divisions are looking after the financial position 
of the loanee COJl.cerns. The Committee are of the opinion that this 
procedure may lead to delay and lack .r1f co-ordination at some stage 
The Committee recommend that the Corporation should set up a 
separate Finance Division by re-arranging the staff of the division 
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dealing with financial matters, and coordinate all work relatina to 
ftnance. (Para 5.23). 

Reply of GoverDD1ent 

Information regarding the existing set up of the organisation at 
the Head Office of the Corporation and at the Branches for the 
appraisal of project') and for follow-up has already been supplied to 
the Committee, and taken note of by it in paras 5.20 to 5.22 of the 
Report. 

2. At the Head Office of the Corporation there is a Projects 
Department organised on an industry-wise basis. There are separate 
Divisions for 'Engineering', 'Chemicals', 'Sugar', 'Textile '& Jute' and 
'Misc. industries'. They process the applications from industrial 
concerns under their charge as well as maintain a watch on their 
progress. From 1949 to 1964 the work was organised at the Head 
Oftlce of the Corporation on regional basis. In the light of the experi-
ence, it was felt that it would be conducive to the building up of 
expertise if the work of handling of the loan applications was 
organised on industry-wise basis. In 1965, accordingly, the work 
was reorganised on industry-wise basis this arrangement has 
proved useful, and the staff has been able to acquire specialised 
knowledge of the problems of various industries which has helped 
them both in the appraisal of new applications and in keeping a 
watch over the implementation of the projects, assisted by the 
Corporation. It is understood from the Industrial Finance Corpora-
tion that their experience shows that if the functions of appraisal and 
follow-up are combined in one and the same department it has the-
advantage that single division which has full knowledge of the 
projects requirements and drawbacks can maintain a better watch 
over its progress. This is another advantage that it gives useful 
tarining for the appraisal officers to be able to learn from their own 
mistake in matters such as the estimated cost, completion schedule, 
projected profitability, cash-flow selection of equipment, quality of 
management etc. The work "Projects" has a better nomenclature in 
a Development Bank because it makes the staff conscious that the 
approach of the officers has to be project-oriented. In the case of 
long-term loans the real security to the Corporation is the viability 
and the profitability of the Project. A separate Finance Division, 
may have a place in an individual concern or a Government Deptt. 
there is hardly any need for it where the bulk of the stai! consists' 
of financial men. The Corporation has, however, recently strength-
ened its Legal Department and all cases where the Corporation gets' 
involved into litigation for the recovery of the loans are transferred' 
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10 the Legal Department which takes necessary action for the re-
eovery of the Laans. Government understand that the existing 
arrangements are working satisfactorily, and the Corporation feels 
that it is not necessary to make any change. 

[Ministry of Finance, Department of Banking O.M. No. 2 (31)-
Corp/69 dated the 5th March, 1970]. 

Recommendation 
The Committee after examining the whole issue feel that a stage 

reached when Industrial Finance Corporation of India and the 
Industrial Development Bank of India should be merged.. It would 
have a greater impact on industrial growth in the country. If the 
two institutions are merged, it would lead to acce::s to enlarged re-
sources and experience, better co-ordination of policies, eliminate 
delays and avoid overlapping of functions, which are inherent in the 
existing arrangements. A3 regards, foreign loans, the Committee 
feel that the foreign lending institutions would not create obstacles 
in giving credit to a development bank. The Committee recom-
mend that the question may be examined by the Government and 
an early decision be taken in the matter. (Para 6.8). 

Reply of Government 
The views of the Government of India have already been com-

municated to the Committee and are contained in paragraphs 6.1 to 
8.7 of the Report. While it may be true that there may be some 
advantage in amalgamating the two institutions on the ground of 
overlapping of functions the extent of such overlapping between the 
Industrial Finance Corporation and the Industrial Development Bank 
of India is broadly confined to only one important field, namely, 
giving direct financial a."sistance to industrial concerns. On the 
other hand the functions of the Industrial Bank of India are much 
wider than those of the Industrial Finance Corporation. Apart from 
direct financing of industry, the Industrial Development Bank of 
India also undertakes other impartant activities likereftnancing of 
other financial institutions, including banks, expert finance and re-
discounting of hire-purchase and instalment-plan-financing of 
machinery. Coming to the specialised field of operations, Industrial 
FiD'lnce Corporation specialises in dealing with industrial c<H>PeI'a-
tives (sugar and textile) and the jute mills which the Industrial 
Development Bank of India doe~ not. On the general field of exami-
nation, most of the large financing projects now come before all the 
financial institutions for usistance and different view points are 
brought to bear on the scrutiny of the projects. Such a diversity of 
views and lines of approach add to the usefu1ne~s of the scrutiny of 
the project of the financial iDStitutions. There Is in fact, now a 
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demand in the country for more regionally-based all-India financial 
institution. and for a certain measure of de..centraliaation. In the 
face of this it would seem a somewhat retrograde step tld amalga .. 
mate and reduce the number of existing institutions. 

To merge the two institutions will involve a great deal of atai! 
changes and transfers. A large amount of conveyancing work now 
being done in one institution, will devolve on the other. The work 
leading up 1lo' and following the merger would be so voluminous, that 
for a year or more the main work of ranctioning and disbursing 
developmental finance will suffer badly. 

In these circumstances, ~rhaps, instead of merging the Indus-
trial Finance Corporation with the Industrial Development Bank of 
India, the better course rpight be to try to consider to what extent 
it is possible to define the respective functions of the two institu-
tions in the field of direct finanCing. The recommendations of the 
Committee have been noted and a final decision will ,be reached 
when Government arrives at decisions on the various recommenda-
tions of the Industrial Licensing Policy Inquiry Committee. 

[Ministry of Finance, Department of Banking O.M. No. 2 (31)-
Corp/69 dated the 5th March, 1970]. 

Final Reply of Government 

Government have carefully considered the recommendations of 
the Committee on Public Undertakings as well as the recommenda-
tions of the Industrial Licensing Policy Inquiry Committee and have 
come to the conclusion that the two Institutions, namely, the Indus-
trial Finance Corporation of India and Industrial Development Bank 
of India need not be merged at this stage. 

[Ministry of Finance, Department of Banking O.M. No. 2 (31)-
Corp/69 dated the 5th March, 1970]. 

Recommendation (S. No. 30) 

The Committee feel that it is necessary toa frame some principles 
governing joint financing amongst the lending institutions. They 
hope that the Government would examine this question in consul-
tation with the IDBI and other lending institutions. (Para 6.12). 

Reply of Government 

The joint financing by all-India financial institutions has develop-
ed after the estltblishment of the Industrial Development Bank of 
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lDdia (1QBl) in July, 1964. It 'is, therefore, comparatively a recent 
development, and it will not be desirable to subject it to any rigid 
rules which will take away its infonnal and flexi·ble character. The 
present procedure ofters considerable scope to the participating insti-
tutions to have a free exchange of views on ill)portant cases, and, 
at the same time, to bring to the meetings matters of common or 
mutual interest. This advantage will be lost if an element of 
rigidity is introduced in its working. As time passes, the institutions 
themselves will evolve principles and p,actices to achieve the objec-
tives the Committee has in view. In fact, already, in the light of 
its experience, the IDBI is trying to evolve improved procedures for 
joint financing in several matters such as joint site inspections by 
technical and financial staff of the participating financial institutions, 
the holding of joint discussions by officers of the various financial 
institutions to discuss problems of a particular project, the appoint-
ment of a common solicitor for investigation of title and for the 
drawing up of the reqUisite legal documentation etc. 

[Ministry of Finance, Department of Banking, O.M. No. 2 (31) 
Crop./69 dated the 5th March, 1970]. 

Reeommendation (S. No. 31) 

The Committee feel that there should be some regular machinery 
to coordin~te the work of the various State Financial Corporations 
with the IFC and trust that the IFC would take necessary steps in 
this direction with the help of the Central and State Governments. 
(Para 6.17) . 

Reply of Government 

The IFC has no direct control over the State Financial Corpora-
tions which are autonomous bodies set up under an Act of Parlia-
ment. The S.F.Cs. provide financial assistance mainly to smaller 
units irrespective of their constitution. The IFC extends long-term 
financial assistance to medium and large scale industries in the or-
ganisedsector, constituted as public limited companies or coopera-
tive societies registered in India. However, as a result of the initia-
tive taken by the Reserve Bank, a certain measure of coordination 
already exists at present between the IFC and the SFCs. The IFC 
has also been nominating its officials on the Boards of the SFCs, in 
accordance with the provisions of the State Financial CorporatiOns 
Act. Under a convention rupee loans upto Rs. 20 lacs are sanctioned 
by the SFCs and loans in excess of the said limit are granted by the 
IFC, unless the loan assistance is asked for in conjunction with other 
facilities, such as underwriting of shares, gurantees etc. The IFC 
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has also been furnishing to the SFCs any information that they mal 
require relating to the Former's business or affairs. 

2. With the creation (jf the IDBI in 1964, it has been acting BB an 
Apex body for all the financial instItutions engaged in term lending, 
including the IFC and the SFCs. In this capacity the IDB! is in a 
position to give the necessary guide-lines and coordinate the acti-
vities of the different agencies in the field. The present position is 
that the Industrial Finance Department of the Reserve Bank super-
vises the work of the SFCs and the IDBI, keeps in touch with them. 

[Ministry of Finance, Department of Banking, O.M. No. 2 (31) 
Crop.J69 dated the 5th March, 1970]. 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
. GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

RecommeadatioD (S. No.6) 
The Committee are not satisfied about the quantum of assistance 

given to the less developed States. Instructions issued by Govern-
ment to the Corporation in 1948 that they should assist the indus-
trial development of backward areas in order that they may attain 
a more balanced development, have remained a dead letter. The 
Committee feel that the Government directive in this regard was 
clear. In the event of doubt, the Corporation should have sought the 
clarification of Government as to what category of States or regions 
were to be treated as backward and the n~ture of preference to be 
accorded to them. Moreover, the Corporation should have taken con-
crete steps on its own also to offer preferential treatment to back-
ward areas. This was not done. The Committee regret that the Go-
vernment also did not pursue the implementation of their directive. 
On(' reason for this neglect of backward areas is that most of the 
Directors are drawn from mctropol:tan towns and industrially ad-
vanced St&tes. 

The Committee recommend that concrete steps should be taken 
by the IFC and the Government to attract applications from entre-
preneurs for establishing industries in less developed areas. In this 
connection IFC may consider the setting up of educational and con-
sultancy agencies in the less developed regions with a view to offer 
guidance to entrepreneurs. The Committee hope that the Govern-
ment will examine the matter fully. 

(Para 2.31). 

Reply of Government 

Jl assistance aggregating Rs. 56.84 crares sanctioned to 70 indus-
trial cooperative units spread ever the various States is excluded, 
out of the remaining assistance of Rs. 248.21 crores sanctioned upto 
the 30th June, 1968 for the private sector for 373 industrial units, 
assistance of the order of Rs. 86.10 crores, i.e., about 33 % of the 
tntal assistance for 110 unit~ had g'me to the relatively less developeci 

2090 (Aii) LS-4 
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States of Andhra Pradesh, Assam, Bihar, Orissa, Rajasthan. Uttar 
Pradesh and Madhya Pradesh. Taking into account the fact that 
to a large extent the assistance made available by the IFC to parti-
cular regions must depend on appU".tions for financial assistance 
received from entrepreneurs for putting up projects in such regions 
and the fact that very few applications from the backward States 
have been rejected by the IFC, this proportion cannot be considered 
unreasonably low. 

2. The question of assisting the backward areas and less developed 
States has been engaging the attention of not only the Corporation 
and the Central Government but also of the various Committees 
appointed to examine the working of the IFC in the past. For 
example, the Sucheta Kripalani Enquiry Committee (1953) had 
itllelf acknowledged the difficulty of particularising the backward 
areas. The Government resolution passed on the recommendations 
or that Committee had observed as under:-

"Hitherto, the funds of the Corporation have been sufficient 
to deal with all eligible applications so that there has been 
no occasion for according regional priorities. Government 
will, however, consider the question of issuing a directive 
in respect of any particular backward region, if and when 
the necessity arises." 

3. This matter has been coming to the notice of Government and 
Parliament from time to time. It has been recognised that sillce 
the IFC dees not promote but merely extends financial assistance to 
industrial concerns, the extent to which the IFC can assist the less 
developed States depends on the number of eligible and viable appli-
cations emanating from such States. The bask problem, has been 
insufficiency of suitable applications from the less developed States. 
Such applications in turn depend on the infra structural and other 
facilities available to entrepreneurs in the backward States· These 
are mainly the concern of the concerned State Government and to 
~ome extent the Central Government. The financi~l institutions can 
hardly be expected to provide such facilities. The problem of reduc-
tion of the inter-regional disparities is, in fact, a much wider questi<>n 
of which provision of financial assistance by the institutions is only 
one part. The question has to be tackled on a national basis as an 
integrated problem. At the instance of the National Development 
Council the Planning Commission recently appointed two Working 
Groups, one for laying down the criteria for defining backward 
regions and the other for suggesting the incentive that sh-ould be 
given by Government and the financial institutions. Following the 
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recommendations of these Working Groups it has been decided that 
c~rtain districts will be selected in each State where the State Gov-
ernments will provide all .neceSSiry infrastructuraJ facilities. The 
Central Government will also give .a capital subsidy for setting up 
projects in these areas. As part of the scheme, the IFC has also 
drawn up proposals for grant of certain concessions to proposals 
emanating from such areas. The salient features of these proposals 
are:-

a reduction in the effective rate of interest (normal effective 
rate is 8 per cent), Lower margin of ~ecurity (the Corpo-
ration normally aims at 50 per cent), extension of the 
initial moratol,'ium period for repayment of loans, (normal 
period three years) longer amortisation period for loans 
(normal period being fifteen years) greater contribution 
by the Corporation to the project cost inclusive of partici-
pation in the Share capital by way of underwriting facili-
ties and reduction in the charges for processing of exami-
nation of applications for assistance and relief in legal 
charges and recovery of incidental expenses. The scheme 
of concesions will be available to small and medium scale 
industries in selected backward areas, the selection of the 
areas being settled by the Planning Commission, in con-
sultation with the financial institutions and the State 
Governments. 

4. As regards the suggestion by the Committee that the IFC 
should set up educational and consultancy agencies in the less 
developed areas to offer guidance to entrepreneur.::, it is submitted 
that this falls within the purview of the State Governments most of 
when already have Directorates of Industries for guiding small en-
trepreneurs. The financial institutions will find it difficult to set up 
agencies in these areas. Thf:y may, however, be prepared to 
finance a portion of the cost of undertaking feasibility studies in 
respect of projects in such regions. 

5. As regards the observation made by the Committee that one 
reason for the neglect of backward areas is that most of the 
Directors are drawn &om ,metropolj,tan towns and industrially 
advanced States, it is submitted that the constitution of the Board of 
the Corporation provides a reaaonable assurance that the affairs and 
business of the Corporation are carried out in accordance with the 
policy of Government. Out of the 12 directors, apart from the 
Chairman who is appointed by the Central Government after con-
sultation with the !DBI, two are nominated by the Central Govern-
ment and areUlually Government oftlcials. Four are nominated by 



the lOBI aad out of these one IS it; own officials, one a representa-
tive of the labour, one an economist and only one an industrialist. 
The remaining six directors are elected by shareholders, two each 
from three different electoral colleges, viz. the following:-

(a) Cooperative Banks; 

(b) Scheduled Banks; and 

(c) Insurance companies, Inve tment Trusts and other finan-
cial institutions. 

However, the Committee's observation will be borne in mind to see 
to what extent representation can be given within the limits of the 
Statue to the backward regions. 

[Ministry of Finance, Deptt. of Banking, O.M. No. 2 (31) -Corp/69 
dated the 5th March, 1969]. 

Recommendation (S. No.7) 

The Committee feel that there sh.'uld be a bett.er balance between 
big, medium and small industrial houses in the matter of providing 
finance from Government financial institutions. 

The Committee are surprised to note that assistance of Rs. 11.85 
crores was given to one industrial group. The Committee feel that 
the Industrial Finance Corporation hould have asked the bigger 
groups of industries to provide more funds from their own resources 
than the smallcr groups where the Corporation could be more liberal 
by giving them greater quantum of assistance. The Committee 
would also urge the Government to keep a watch on the distribution 
of loans by Industrial Finance Corporation so that it is done in a 
more widespread manner. Regulation should be amended to ensure 
that monopoly groups are not given financial assistance by the 
Corporation except with the prior approval of Industrial Develop-
ment Bank of India, so as to discourage the tendency of concentra-
tion of economic power in a few hands. (Para 2.37). 

Reply of Government 

As already indicated in reply to Question No. 2 (c) of Question-
naire for the written replies, out of the total financial assistance of 
Rs. 305 crores sanctioned by the Corporation upto the Ylth June, 1968, 
43 groups out of 75 groups listed in the Monopolies, Inquiry Com-
mis"ion Report had together been sanctioned assistance of the order 
of Rs.: 108 crores which constituted about 36 per cent of the total 
sanctions of the Corporation; no assistance had been sanctioned to 
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concerns owned by the remaining 32 groups listed in the said Report. 
Out of the remaining 32 groups listed in the said Report. Out of the 
remaining financial assistance amounting to Rs. 197 crores sanctioned 
upto the 30th June, 1968, assistance of the order of Rs. 57 crores, i.e. 
19 per cent of the total amount was sanctioned for 70 industrial co-
cperative-made up of 62 sugar cooperatives, 7 textile cooperatives, 
1 oil extracting unit and the balance of Rs. 140 crores, i.e. as much 
as about 45 per cent had gone to concerns in the private sector which 
were not awned/controlled by the groups mentioned in the MO'nopo-
lies Inquiry Commission Report, since the Corporation has been set 
up primarily to finance relatively large industrial projects, including 
those of a highly capital intensive nature, which can be normally 
promoted by entrepreneurs with large organisational resources, it Is 
submitted that the above can be considered to represent a fair distri-
bution of the Corporation's assistance, when account is taken of the 
developmental needs of the country. 

2. The Corporation is conscious of the need, as well as the 
desirability, of requiring the bigger group of industries to provid~ 
adequate funds from their resources; it is, however, found that the 
total cost in the case of highly capital-intensive industries is quite 
substantial. In some cases, industries promoted by such groups are 
of high national priority, and it is found from experience that these 
can be established only with considerable support from a financial 
institution, such as the Industrial Finance Corporation. 

3. As regards the assistance of Rs. 11.85 crores sanctioned to one 
industrial group mentioned by the Committee, the reference here is 
to the following assistance sanctioned by the Corporation to Messrs. 
Madras Aluminium Co. Ltd. which concern is included in the "Ranga 
Swami N aidu Group" ranked. in the list of the 75 groups arranged 
in order of their assets, at No. 47 by the Monopolies Inquiry Com· 
mission: 

--------- --------- - ------
Nature of facilities 

-------- ---------
(1) Underwriting: 

Equity . 
Preference 

Date of sanction 

(2) Guarantee for foreian currency loan 

(3) Rupee loan 

• PiJUre at the poet-devaluation rate. 
pre-dC'\l'uuation fIaure was RI. 6 '14 c:rore$ oaty. 

Amount 
,anctione.! 

(RI. in CTam) 

29-1r-6o }O'60 
0·60 

26·,·62 9 ·6S. 

12-11-62 
30-4-64 I . 00 

II ·SS 



4. The above assistance was sanctioned by the Corporation in 
conneotion with the financing of the Company's project of setting 
up a plant at Mettur, Tamilnadu State, for the manufacture of 
10,000 tonnes of .aluminium ingots, in technical and financial col-
laboration with Messrs. Montecatini of Italy. The size of the iotal 
uaistance given in this case, is no doubt, large, but it will be 
appr-eQiated that the industry was of a highly capital intensive nature 
aDd nearly 80 per cent of the assistance comprised the guarantee 
f.aqility which was in the nature of contingent liability. The 
guarantee was giyen in respect of supply of plant and equipment 
from Italy financed by a loan from an Italian bank. Under the 
rules of the Italian Credit the guarantee had to be given by a public 
seetor institution like the Industrial Finance Corporation. As the 
Industrial Development Bank·o{ India was not in existence at 
that time and the present practice of large projects being jointly 
financed by the various institutions under the auspices of Industrial 
Development Bank of India had not developed at that time, the 
Corporation had to provide the entire guarantee facility required 
for the project which was of a high national priority. The original 
am()unt of the guarantee facility sanctioned by the Corporation was 
equivalent to Rs. 5.60 crores which subsequently went up to Rs. 6.71 
crores on finalisation of the financing arrangements. Against the 
actual estimated cost of Rs. 6.71 crores, the actual delivered cost was 
Rs. 6.15 crores. This amount subsequently further increased to Rs. 
9.65 crores as a result of devaluation of the rupee in June 1966. 

5. The loan assistance of Rs. 1 crore was sanctioned by the Cor-
poration for meeting the over-run in the project cost which was of 
the order. of about Rs. 2 crores. The Punjab National Bank provided 
the· balance of the loan of Rs. 1 crore to the Company. 

6. It may be mentioned, in this connection, that the company has 
so far been meeting its obligations to the Corporation as also to the 
Mediobanca, the Italian Banking Imtitution, which has given a for-
eiiD currency loan to them, and has not committed any default sO 

far. 

7. The Committee bas also recommended that the Government 
may keep "a watch on the distribution of loans by Industrial Finance 
Corporation so that it is done in a more widespread manner and 
that regulations may be amended to ensure that monopoly groups 
are not given ftnandal assistance by the Corporation except with the 
prior approval of the Industrial Development Bank of India." In 
this connection, it may be mentloned that at present in terms of one 
of the directives issued by .the Central GovemmQt andwh1ch has 
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been subsequently adopted by the Industrial Development Bank of 
IDdi.a, the Corporation haa to refer to the IIldustrial Devel~meftt 
Bank of India all cases where the total asDOWlt of 108111' granted to 
industrial concerns which are owned, managed or controlled by a 
closely connected group of induetrialists exceeds Rs. 1 crores. 

8. The following directives issued by the Qc,v.ernment of India 
and subsequently adopted by the Industrial Developm$Z1t Bank of 
India on the acquisition of 50 per cent shareholding in the Industrial 
Finance Corporation, provide for Industrial Development Bank af 
India's approval for large assistance by way of loans to anyone 
party or to concerns owned, managed or controlled by a closely con-
nected group of industrialists:-

(i) The Industrial Finance Corporation shall not grant loans 
to anyone party where the party concerned has already 
been granted loans by it on three previous occasions or 
where the aggregate loan to the party will exceed Rs. 1 
crore except with the prior approval of the Ministry of 
Finance. 

(ii) The Industrial Finance Corporation shall refer to the 
"'Ministry of Finance for orders; all cases where the total 
amount of loans granted to industrial concerns which are 
owned, managed or controlled by a closely connected 
group of industrialists exceeds Rs. 1 crores. 

For purposes of Clauses (i) and (ii) above the aggregate 
loan of Rs. 1 crore should be calculated by adding up the 
outstandings of the previous loan or loans and the amount 
of the fresh loan granted. 

Further all proposals involving large assistance are now gene-
rally discussed at the monthly Inter-Institutional Meeting of the 
four all-India institutions, viz. Life Insurance Corpo:'ation, Industrial 
Cred:t & Investment Corporation of India, Industrial Finance Cor-
poration of India and Industrial Development Bank of India, for 
arriving at a consensus of opinion besides the close coordination 
existing between the Industrial Finance Corporation of India and 
Industrial Development Bank of India in all matters. In this con-
text it maybe stated that Government have now decided to make 
certain changes in the policy to be followed in regard to assistance 
from public sector financial institutions to industrial concerns in 

... (Note: Now Industrial Development Bank of India) 



the private sector, in the light of the recommendations of the Indus-
trial Licensing Policy Inquiry Committee. Subject to a suitable 
mechanism which has to be worked out for which necessary instruc-
tiom will be issued to the financial institutions in this regard it 
may be ensured in future that there is a greater degree of partici-
pation in management, particularly at policy level, in the case of 
major projects involving substantial assistance from public sector 
financial institut:ons. The institutions will also. as part of their 
financial assistance arrangements, exercise option in suitable ca~es 
for converting loans given and debentures issued in future, either 
wholly or partly, into equity within a specified period of time. 

[Ministry of Finance, Deptt. of Banking, O.M. No. 2 (31) -Corp/69 
dated the 5th March, 1970]. 

(Please see Chapter I). 



CBAi-rER ' v" 
RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 

OF GOVERNMENT ARE STILL A WAITED 
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NEW DELHI; 

16th September, 1971. 
Bhadra 25, -1893 (Saka) . 

'.~ . 

-NIL-
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, 'I 

M. B. RANA, 
Chairman, 

Committee on Public Undertaking', 



(VUiI Para 5 of introduction) 

A.na/ym of achcm ttllun Ity Gt1Wf'rfIU1tt on tM NCtmIrurtdatiOlU COIIIIIiIvd in tM TIllmI)'-
_tmd R.port of ,hi Com",;tt" on Public UtllhrtGkings (Fourth Lok Sablul) 

I. Total number of recommendationa made . 32 

II. Rccommend!ltiona that have been accepted by Government (vide re-
commendationl at S. Nos. J, 4, S. 8, 9, 10, JJ, 12, 13, 19,20, zz, 
23, 24, 25, 26, 27 and 32) , , . . . . . 18 

Percentage to total 56 . 3 % 

III. Recommendations which the Committee do not desire to pursue in 
view of Government'. reply (VIii. recommendations at S. Nos. 
i, 3, 14, IS, 16, 17. 18, aI, 208, 209, 30 and 31) J2. 

Percentage to total 37' 5 % 
IV. Recommendations in respect of which replies of Government have 

not been accepted by the Committee (0de recommendation at 
S. NOl. 6 and 7) 2 

Percentile to total 6 . a % 
V, Recommendation. in re,pect of which final repliea of Government are 

'till awaited Nil 

SO 
GIIGIPND-L.S. ll--lO8O (Aii)-L.I5.-11-11-'11-1841. 
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I 2 

---
9, Tamil Nadu Government 

10, Tripura Administration 

II West Bengal Government 

(ii) Govern",ent of India 

(a) For Defen~ lu.ppl~B. • 

(b) On other acc:ount (Supplks 
erstwhile C.S. Ds: 
incidellf:lds IUbIKHary etC. 

(iii) Stall Trading CtWptJi-'ation oflntNa 

Grand Total 

to 

3 

.as'16 

166'76 

2802'28 

4942'20 

1011'43 ' 

1672.69 
104'87 

4 

l~ 
(I '~S) 

1967-68 
(8'02) 

1966-67 
(223'11) 

1Sld6-67 
(9'80) 

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

11.19. During evidence, the Food Secretary stated, "it is certain-
ly a big amount (Rs, 86.60crores as on 30th November, 1970) hut 1t 
represents only about 15 days dues transactions. These are out-
standings against the State Governments and we give them a reason-
able time to pay the same. I think any businessman would have at 
least 15 days' outstandings." 

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

11.21. The Committee find that the outstandings of the Food Cor. 
poration of India have gone up from Ks. 36.60 crores as on 30th Nov-
ember, 1970 to as. 67.19 croNS as on 31st October, 19'11 despite ellorts 
made by the Corporation to bring down the outstandings. In this 
connection the Committee note that of the total amount of Ks. 67.19 
crores, the outstanding!! from State Governments alone are Ks. 49,42 
crores. Some of the oldest items outstanding from State Govern. 
ments date as far back as L966·67. The Committee are not averse to 
a reasonable time limit being all'owed to State Govemments to set· 
tle bills and make payment. But if the outstandings linger on for 
years and the Corporation find itself unable to clear the outstanding 
items within a reasonable time limit the Central Government should 
come to the aid of the Corporation by persuading the State Govern· 
ments concerned to clear the outstandings expeditiously. It is obvi· 
oUs that if the outstandings are kept low, the Corporation would 
have larger liquid res'ources and will not be forced to lean too heavily 
on loans on which they have to pay a high rate of interest. 

E. Loans, Overdrafts and Stocks 

11.22. The Government of India loan to the Corporation amounted 
to Rs. 214.00 crores and Bank overdraft of the Corporation stood 
at Rs. 181.63 crores as on 31st March, 1971. During evidence, the 
Food Secretary stated that at the end of July, 1971, there was a "stag-
gering loan" of Rs. 246 crores from Government and Rs. 300.85 crores 
from the Banks. The witness assured the Committee that the amount 
was fully secured by the stocks held by the Corporation. The stocks 
helel by the Corporation from time to time were as under: 

Year 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

Stocks (tonnes in 
IlIkhl) 

5-61 

6'85 

JS'64 

32 '56 

37'31 

49'68 

Value (Rs. erorcs) 
.. _--_._._-

37' 31 

48'43 

1%8'60 

286'32 

309'13 

446'32 
--- -. ---------- ------------------
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11.23. The Composition of the stoek at the end of the year 
1970-71 was: 

Million tonnes 
.... _--_._. . .•. - ... --•. --- .......... ---.. -- .- .....•.. _._------

(a) Wheat Z'3 

(b) Rice 2"2 

Cc) Grain o·s 

s·o 

11.24. During evidence, official representative of the Ministry of 
Agriculture alleged the apprehension that the Corporation was be:ng 
heading towards a financial crisis because of the mounting overdrafts 
and added, "F.C'!. is still going very strong. Borrowing is quite a 
respecta ble profession for any commercial body and the banks are 
meant for this purpose." He explained, "bulk of the working capital 
of any commercial organisation is obtained by borrowings from banks. 
Equity is only utilised for storage godowns and for mechanical appli-
ances like rice mills and so on. Sc, far as the capital required for 
machinery is concerned, this is not secured by u:lvances obtained from 
banks but so far procurement is concerned, it is financed by loans from 
thE> Government of India and from the banks." 

11.~. The Committee find that while the !!tocks with the FCI 
increased by about 11 times i.e. from Rs. 37.31 crores in 19&5-66 to 
Rs. 446 crores in 1,970-71, its loans and overdrafts went up by 18 times 
i.e. from Rs. 30.00 crores in 1965-66 to Ks. 546.85 crores in July, 1171. 
This does not reRect a camfortable position because Corporation's 
dependence on loans Bnd overdrafts has far exceeded the value of 
stocks held by it. They recommend that the loan3 and overdrafts 
should be kept by the Corporation within reasonable limits as the 
"burden" of borrowing involves payment of interest at a hieher rate 
and thus raises the cost of intermediate hao.dJin, affecthl&" the COD-
sruners in the lon, run. The Government should e.-sure th.t tbe 
Corporation doe, not, as a rule, lean heavily OR loans and overdraft, 
to !':ustaiD its activities. 
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F, Profitability 

11.26, The Corporation earned the following profits since its in-
ception: 

Year 

J965-67 

1966-67 

1967-68 

1968-69 

J969-70 

1970-71 • 

Profit 
(Prior to tax) 

22'57 

304'73 

39J'08 

126'05 

263,89 

157'84 

(Rupees in Lakhs) 
--_._-_ ... -

Profit 
(After taxation) 

10'07 

95'27 

88'3-' 

14'05 

4J' 73 

N27.4' 

11,27, The percentages of profits to sales, gross fixed assets, capital 
employed, equity capital and net worth are shown in the follow,.ing 
ta·bIe: 

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

Percentage of Net Profit prior 1965-66 ISU-67 J967-68 IS68-'i9 IS69-70 
to Tax on 0, 0" 0' 0,. 0' 

,0 /0 ," /0 

(a) Sales 0' 17 1'21 J'02 0',12 0'3 

0,) Gross fixed asselS 3'43 24'88 22'94 4" 16 5'J 

(c) Capital employed 0'58 7' 12 2'72 0'34 0'8 

(d) Equity capital 2'51 21'82 22'90 4'66 4.9 

(e) Net worth 2'50 20'85 20'79 4'31 4.7 

Percentqe of Net Profit after 
Tax on 

Equity capital 1'12 6'82 ~'17 0'52 0.8 

Net worth )' II 6"52 4'70 0'48 0'8 
~--.-- .. --- _. -.---.--

11.28, During the evidence of the Food Corporation of India, the 
Committee asked why the profitability of the F,C.1" had gone down, 
the Chairman, F,C.!" said, "As I said we have a social objective to 
perform, We do not make an unduly high profit." The Committee 
pointed out that they got sueh an answer from all public undertakings 
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who ~ losses. F.e.I.'s percentage of net profit prior to Tax on 
sales in 1969-70 was 0.3 per cent. This was low looking to the in-
vestment and overhead cqsts as also the turnover of Rs. 1500 crores. 
The representative explained that purehase and issue prices were 
determined by Government F.C.I. operated on no profit no loss basis 
i.e., the Government ~imbursed actual expenses incurred by the 
F.C.I. The Committee pointed out that if the F.C.!., worked efficient-
ly, actual expenses would be less and the consumers would be able 
to get foodgrains at a lesser price. As it was, incidentals, especially 
the establishment charges were going up. In reply, the witness 
stated "I may explain that there is a very plausible reason for that, 
that is, when we build up buffer 'stocks, we have to store for a much 
longer period. In some cases we are hoarding the stocks for over 
two years. Alld so the storage charge for hoarding the buffer stocks 

• as. also the interest charges mounts up." 

11.29. During evidence of the Ministry of Agriculture, the Food 
Secretary stared that under the present policy, the Food Corporation 
worked on no profit basis, in that bulk of the tran8actions .regarding 
wheat and rice were subsidised by the Government and the loss waS' 
made good by the Government. The witness added that if there 
was any prOtfit it was due· to certain commercial transactions like pur-
cha'Se of pulses and also purchase and sale of coarse grains. As the 
quantity of such transactiOns was limited, the profit was small. More-
over, he said, while F.C.I.'s turnover had gone up the quantities of 
its commercial transactions had remained limited. 

11.30. In the round-up of "The Review 1965-70", the Food 
Corporation has inter a.lia sta.ted, " .... the pdme motivating factor 
of private trade is profitability. For the Corporation, it cannot be 
and is -not so. This is evidence~ by the financial results of its opera-
fons so far. It has to secure the social objective of the State policy. 
Everything else is subservient to it." In the conclusion part of the 
"Performance and Provisional Financial Results 1970-71", the Cor-
poration has emphasised that "Profitability can neither be its aim 
nor can it be the yardstick for judging its performance." Citing an 
example, it has been stated that the Corporation purchased over 3 
lakh tonnes of Maize during 1970-71 in price support to remunerate 
th.c farmer for his effort knowing fully well that there was no de-
mand for maize at that price. Likewise, the Corporation also pur-
chased lakhs of tonnes C',frain affeered wheat during the Rabi season 
fully aware of consumers resistance to its sale and risk of deter:ora-
tion in storage. The object was not to let the enthusiasm of the far-
mer get dampened. 

\ 
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11.31. The Committee note that the profit (prior to tax) earned 
by the Food Corporation of India has come dewn from Rs. 305 lakhs 
in 1966-67 to Rs. 158 lakhs in 1970-71. The Committee are convinc· 
ed that in the case of FoOd CGrporatiOli the conventional yardstick of 
judging the performance 'of an enterprise by the quantum of profit 
earned by it should not apply, though the Committee are not averse 
to marginal profits being made by the Food CM'peration to meet any 
unforeseen contingencies. The Corporation has to be more judged 
ltv the achievement of the social objectives underlying its set up. 
The Committee would therefore like the Corporation to spare no 
efforts to ensure that the fanner is paid remunerative price, that the 
high cost of handling at present incurred by the FCI is reduced to 
-the mi!limum so that the consumer is sold the food grains at reason· 
able prices and on assured basis. The Committee would also like.... 
Govenlment to examine whether the cost for maintaining the buffer 
stock should not in all fairness be met by the Government so that 
it does not go unnecessarily to inflate the handling charges of the 
Food Cerporation. The Committee need ul'dly stress that the size 
of the butler stock should be most judichausly fixed in the light of 
experience gained and every care should be taken to see that ~ocks 
are duly rotated so that the foodgrains are sold well before the nor· 
mal period of their preservation is exceeded. 

G. Audit 

11.32. Statutory auditors are appointed by the Food Corporation 
of India annually from among a list of auditors approved by the 
Central Government on the advice of the Comptroller and Aud:tor 
General of India. There are at present six auditors who audit the 
accounts of the COl'pOration in various regions. The C.A. and A.G. 
does not eX'2I'cise any direct control over the audit of the 'accounts 
of the Corporation. During 1969·70, the Internal Audit and Physical 
Verification Teams were placed under the tIireet charge of the Finan-
cial Adviser. 

11.33. Ministry of Agriculture (Department of Food) contemplare 
to amend the Food Corporation of India Act, 1955 so as to provide 
for audit of the accounts of the Food Croporatlon of India by the 
Comptroller and Auditor General of India. 

11.34. The Committee recommend that steps to bring the Food 
Corporation of India within the audit control of CemptroUer and 
Auditor General of India be taken as early as practicable. 
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A. Staff Strength 

The staff! strength of the Food Corporation of India has increased 
b.:>m 2,150 persons in 1965 to 28,982 in 1971, The year-wise increase 
was as under:-

Staff Strength ;Is on 

31-;1-65 

31-3-66 

31-3-67 ' 

31-;.-68 , 

,H-3-1i9 

31-3-70 

31-3-71 

Cltegory c.egory 
I II 

24 61 

65 295 

110 426 

134 545 

,210 1104 

507 1024 

SOO U~ 

.' 
Cate'ory Cateaol'Y-" 
III ,:N, , 

Total 

9l! ' U~o 2150 

2032 1707 4099 

,90! 4912 11353 

8224 6335 15228 

14246 10530 26090 

15313 9892 26719 

I~, 11lI92 28982 

----
12.2, The expenditure on the staff strength and Its percentage to 

the total purchase and sales turnover had been as under:-
.. ----------~-... - ... -------'-.---------. 

Year 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

Salary Bat Purchase. Percentage 
.nd Slle. to turnover 

(!ta, Crores) 
! 

1'17 289'61 0'41 

2'66 493'06 0'54 

'S'75 824'42 0'70 

8'02 1281 ,89 0'63 

13'40 1 .. 85'49 0'90 

17'19 1413'05 1'12 

(NOli :-The wales, salaries, c:ontribud9n.1Dd .adfwelfare ,Lvea above in Col, 2 
representa the totll amount, inclusive of the Willi. sallrin, Contrlbu-
tiODlIQd stall' we&e.re pertaiQiaa lobuffCil opmItiooa abo., 

157 
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12.3. It has been sta1led by the Corporation that their first attempt 

was to ensure smooth taking over of the functions and to see that no 
disruption in work was caused by the change-over. Scientific man-
ning studies were, it has beea stated, not practicable in the initial 
stage. 

12.4. A study on operational norms and manpower assessment for 
procurement staff in the Chandigarh region made by IBCON (P) Ltd., 
has revealed that currently, vGlume of procurement,during a season, 
is taken as a basis for arriving at "mandiwise" staff requirement 
whereas it is the volume of urivals, and not procurement, which 
should in their opinion, govern the workload of the procurement staff. 
The study has recommended standard staff requ~rement for procure-
ment of operations for each Mandi, the F.e.I., representative visiting 
two days in the week, as follows :-

·(i) For arrivals upto 10,000 tonnes 
of Rabi crop during a season 

(ii) For every additional 1200 tonnes 
: 1 person 
: 1 person 

in addition 

On the basis of this standard requirement IBCON have assessQd 
that in Punjab 258 persons would be required as against the present 
requirement of 287 persons. IBCON have also recommended that dur-
ing the lean seaaon, procurement staff could be gainfully utilised as 
below:-

(a) For attending to stotBge and despatch of foodgrains at Food 
Storage Depots; 

(b) For attending to preservation of foodgrains, after proper 
training; 

(c) For carrying out phYSical vertiftcation of stocks. 

12.5. In Ma!ch, 1970, the Corporation entrusted to the Indian 
Institute of Management, Ahmedabad a study of the staffing norms 
relating to the storage and quality cOBtrol functions at the depot 
level in the Corporation. Later the Institute was also asked to simul-
taneously examine whether there was a possibility of cutting down 
unnecessary paper work and wastage of manpower and make re-
commendations for the staffing pattern. Some of the· shortcomings in 
the existing staftlng norms pointed out by the Institute are:-

(i) present practice accepts storage capacity as the sole criterion 
for assessing staff reqUirements and does not take into ac-
.count the activity in a depot. 

(ii) current nonns also do not take into consideratioD fully tbe 
problem of promotional avenues for the std. 
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2.6. Mis. IBCON Private Ltd. submitted two reports, one on the 

procurement operations in Punjab and the other on the procurement 
operations in U.P. In the case of Punjab, it has been decided that 
the classification of mandies should be made on the basis of pro-
curement potential. As for the super-inspectiqn, it will continue at 
the loading points. The consideration of the report on the procure-
ment operations in U.P. could not still be completed because of 
the destructiQll of records at Lucknow during the last floods. 

12.7. During the evidence of the Ministry of Agriculture (Depart-
ment of Food), the Committee enquired as to how it was that while 
the turn over the Corporation had increased only 5 times, its staff 
strength had increased by 12. times since its inception in 1965. In 
reply, the Food Secretary stated that when the Corporation was set 
up in 1965, its activities were confined to Southern States only. 
Later on, its activities spread to other states On 1st April, 1969 
all the sro.rage depots and. warehouses of the Government of India 
were transferred to it and alongwith about 10,000 persons employed 
on that work. Similarly, when the distribution work in West Bengal 
entrusted to the Corporation, about 5,000 employees of West Bengal 
were transferred tOj the Corporation. Stressing the functional aspect 
of the development of staff, the witness stated that function-wise 
break up of the staff strenilh was as follows: 

Function SWf atrenath 

(I) Procurement. 1,743 

(2) Godown. and clearance work at porta/harbours· 17,09S 

(3) Quality Contral. 2.317 

(4) EnJincering 870 

(S) Other (including W.Bengalem.plo),ccs) 6,9S7 

Total: 28,982 

B. Inte,ration of Cadres 

12.8. The staff strength of the Corporation comprises three distinct 
cadres. These are:-

(a) Transferees from the Regional Directorates of Food of the 
Government of India; 

(b) Direct Recruits; 
(c) Deputationists drawn from Central/State Government 

As on 31st March, 1971 "Transferees" constitute about 57 per cent, 
direct recruits, 24 per cent and Deputationists, 19 per cent of the 
tOtal strength in the Corporation. 
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12.9. The extra expenditure on emp10yees transferred to the Cor-

poration on 'fo,reign service' terms is normally represented by the 
amount of leave salary and Pension contributions . paid in respect of 
them. The year-wise amount of these contributions was as follows:--

Year Amount ofleave of 
aalary ud pension 

contribution 
(Rupees) 

---- ---- ----- ----. ------------.~,----
1965-f6 8,32 ,397 

1966-67 20,30.461 

J967-68 41,so,808 

1968-69 SS,55.039 

196Q-70 . 96.50·998 

19"70-7J • 1.03,83,4 J4 

Total: 

12.10. The Corporation are of the view that expenditure on these 
contributions cannot be treated as an additionalliability. If the 
persons concerned had been the employees of the Corporat~on, leave 
salary and employers' contribution towards cOfth-ibutory provident 
fund would have been paid by the Corporation. In the case of de-
putationists, after payment of the leave salary and pension contribu-
tions to the parent department, the liability is discharged by the 
Department when the occasio,n arises. 

12.11. The following amounts were paid' to the deputationi8ts as 
'deputation allowance':-

Year Amount (Rs.) 

1965-66 1,23'339 

1966-67 1.74.700 

1967-68 2,91).716 

1968-69 . 5,24.086 

1969-70 • 6,25.266 

1970-71 . 6.42.544 

Total: . 
. ------

Note:-Filures rOJ all the years are not inclusive of the amounts paid In Assam. 
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12.12.1t has been stated by the Corporation that the efforts made 

by them to evolve a long term personnel policy had not been very 
successful so far owing to the fact that the bulk of their employees 
were taken over on 'foreign service' in respect of whom the pract-
ices followed in Government had to be continued. The flexibility 
normally enjoyed by an employer, with a homogenous body of 
men, wa, thus denied to the Corporation. Some of the problems, 
is appre.hended, would persist even after the permanent trans-
fer of Food Department employees to the Corporation took place 
as the statutory safeguards provided in the Amendment Act may faci-
litate their continued existence as a distinct group vis-a-vis other 
directly recruited Cprporation employees. The re-orientation of this 
diverse body of employees drawn . from different sources, posed 
a complex problem. 'The Corporation are of the view that it was only 
when complete integration takes pLace in the cadres of the Corpora-
tion, that the task of welding them as one whole will become easy. 

12.13. The Corporation have intimated that the 'Staff Regula-
tions' framed for the purpose of integration of cadres have since 
been finalised and notified in the Gazette of India on 8th May, 1971. 
The employees proposed to be finally transferred to the Food Corpo-
ration of India under Section 12 (A) of the Food Corporations Act 
have been a ked by the Government of India, under Sub-section (i) 
of the said Section, to indicate by 29-2-72 if any of them do not intend 
to become employees of the Corporation. Necessary notification re-
garding their statutory transfer to the Corporation will, it has been 
stated be issued by the Gowrnment after t.ltese intentions are known. 

C. DepartmentaJised Labour at the Ports and Depots 

12.14. With the heavy increase in .the quantum of imports since 
1964, the problem of grain handling at the ports, assumed a serious 
prop oration on account of hea.vy congestion at most of the major 
ports. At Bombay, following the failure of the then clearance ahd 
transport contractors in early 1964, a decision was taken, after nego-
tiations with the labour unions to carry out clearance operations 
departmentally from 1-8-1964. Since then the labour was depart-
mentalised at the other ports also. The total strength of the depart-
mentali· ed dock workers at the four major ports as follows:-

I 

Bombay. 

Madra. 

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

Tot1l1 stren,h of 
departmen tali9~d 

dock wor'ken 
:I 

4,737 

2.987 
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Kandla 2,124 

Viug . SZ9 

Calcutta. 213 

Total 

_ ... __ . __ .--- ----- ----- -- --_._------------_._----_. _._------_._-_. 
12.15. The total strength of the labour departmentalised- at Bom-

bay, Madras, Vizag and Calcutta Depots is indicated below:-

.--------.-.---
Name of Port 

Bomhay . 

Madras (Egmore) 

Vizag 

Manmad 

Calcutta. 

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

Total: 

Total strength 

16S~ 

90 

40 1 

1801 

4,370 

12.16. It has been stated by the Corporation that on account of 
reduction in imports of foodgrains and also fertlizers, the problems 
of prospective surplus of departmental labour is looming large. Ask-
ed whether port workers at various ports were taken over by the 
Corporation on an ad-hoc, specified or on a permanent basis, the 
Corporation have stated that port operation work was taken over by 
the Corporation on 'as is where is' basis, without execution of fresh 
Memoranda of Settlement by the Corporation at that time. The 
port workers unions subsequently raised certain demands and agree-
ments were reacheQ by the Corporation with them covering their de-
mands for enhanced benefits with respect to attendance allowance, 
minimum guaranteed days/shifts, leave, paid holidays, maternity 
leave, gratuity medical benefits, etc. 'etc. As there had been no 
change in the general pattern of work subsequently to the transfer 
of work to the Corporation, this constituted practically a regular 
arrangement, and not one of an ad-hoc nature or confined to a speci-
fled period. 
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12.17. In July, 1969, the Corporation introduced a 'voluntary re-

tirement scheme' to tackle the problem of surplus departmentalised 
labour at the ports. The Scheme carried the following provi-
sions:-

(i) introduction of voluntary retirement scheme to enable the 
surplus workers to retire voluntarily even if they have 
not completed 5 years of continuous service, which entit-
led them to the benefit of Contributory Provident Fund 
and Gratuity. 

(ii) Transfer of surplus departmental workers at the ports to 
the godowns to the extent possible. 

12.18. As the Scheme achieved only partial success, Committee 
was constituted by the Corporation in July, 1970 to examine the pro-
blem further. The Committee prepare a suitable scheme for the 
voluntary retirement and made suggestions for absorption of sur-
plus workers within the organisation or outside. It also prepared 
an 'alternative employment scheme' for providing fresh employ-
ment to the surplus labour after they retire voluntarily on pay-
ment of ex-gratia amount equivalent to retrenchment compensa-
tion admissible under the Indu~trial Disputes Act, besides payment 
of full terminal benefits such as gratuity, contributory provident 
fund and leave salary. _ It has been stated that 85 a result of these 
measures extent of surplus departmental labours has been consider-
ably reduced as would be apparent from the following figures:-

A. Surplus assessed in 
(i) Regular . 
(ii) Non-regular 

B No. of Surplus labour shed till December 71 

C. Balance surplus 

Total 

1800 
11 89 

2989 

lOOS 

19R4 

12.19. The following are some other steps being taken to tackle 
the problem of surplus departmental labour:-

(i) To transfer the workers from the port to the local god-
owns as far as possible where activities are likely to 
contiune, even if the imports stop altogther. 

(ii) The Dock Labour Board/Port Trust are being persuaded 
to take over the surplus labour .whel'le ever possible. avoid-
ing fresh recruitment. The respose from Vizag Dock 
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Labour Board considering absorption of the permanent 
gangs. is hopeful. Madras and KaDdla Port Trust/Dock 
Labours Board apprehend the problem of surplus lab-
our. Bombay Dock Labour Board may consider taking 
over a couple of hundred people. 

(iii) The condition of 5 years' minimum qualifying service for 
being eligible to get the benefit of Gratuity, Provident Funu 
contribution etc. has been waived with the concurrence 
of the Department of Food, in order to induce the depart-
mental workers to seek voluntary retirement. 

(iv) Details are also being worked out for a voluntary retire-
ment scheme, offering attractive terms to induce the 
labour to seek voluntary retirement. 

12.20. The Committee find that, as on 31st March. 1971. while th~ 
turnover of the Corporation has increased five times it" staff strength 
has increased 12 times. The Committee are not ~ble to appreciate 
the passive and somewhat compliltent attitude pdoptcd by the Cor-
poration in the matter of taking over a large number of staff on the 
plea that they were doing the work before the Corporation was 
formed and took over those functions. The Committee feel that it 
should not have taken the Corporation long to work out some realis-
tic norm and critically examine on each occasion to see whether it 
was at all necessary to add the entire staff while taking over some 
functi·ons. It was obviously incumbent on the Corporation to ensure 
on each such occasion that the numbe:- tpken over wall! absolutely 
the minimum and essential for the discharge of responsibilities. The 
Committee feel that had this critica' and analytical approach been 
applied from the very inception, the Corporation would not have 
found itself burdened with the problem of an excessively large 
number of staff. 

12.21. The Committee note that recently the Corporation have 
had two studies made of the operational norms and man-power by 
IBCON(P) Ltd. and the Institute of Management, Ahmedabad. Now 
that the role and responsibilitie. of the Corporation are well defin-
ed and they have the benefit of the studies made by two expert 
bodies and exteDsive experience in the field it should be possible for 
the Corporation to evolve, without further .delay, re.noo;tic norms fol' 
manning of the different operations. In evolving the,e norms, the 
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Corporation would no doubt keep in mind the imperative lleed for 
reducing the unconscionably high handling charges which are at 
present being charged hy them. 

The Committee note that as on 31-'3-71 the staff strength of the 
Corporation is made up of direct recruits (24 per cent.) deputationists 
19 per cent) and transferees (57 per cent). There should be no diffi-
culty in placing back the services of deputationists who are surplus 
to the requirel11~nts at the disposal of the respective parent depart-
ments. No additionni recruitment should be made unless it is abso-
lutely inescapable and certified as such by the Managing Director in 
consultation with the Finance Adviser. 

The Committee also find that the Corporation hnve taken o\'er as 
many 8S 5,000 employees of West Bengal Government whim the dis-
tribution of foodgrains was taken over at the instance of West Ben-
gal Government. The Committee feel that the Food Corporation 
should not be saddled with the duties and responsibilities of h"ernal 
distribution which should appropriately be discharged by State 
auhorities who had detailed knowledge and experience of local 
requirements. 'I'here should be no question of such State "tll-
ployees being taken over by the Corporation and swelling further the 
Stall strength. 

l!.22. The Committee would als'o like to draw athmtlOll to the 
problem of dock labour engaged specially for handling of foodgrains. 
A study made in 1970 had revealed that as many as Z 98.9 dock labonr 
were surplus to requirements. The Committee not(' that as a result 
of introduction of various measures such as Voluntary Retirement 
Scheme and altemative employment scheme, the Corporation were 
able to shed 1005 dock labour leaving still 1984 of dock labuur RS 

surplus. As our country has already attained '!elf-sufficiency in 
food grains and we have adequate buffer stock of 7 million tonnes of 
foodpaios, the import 01 foodgrains is bound to cease, The Com-
mittee reeommend that keeping in view these factors, the Corporll-
tien should undertake C!ontinues study to determine the extent of 
S1I1'pluli departmental dock labour engaged In handling of food!l'l'aitl" 
lnd draw up a time bound programme in consultation with Pori 
~rrusts, Dock Labour Boards, Ministries of Transport & Labour fur 
804mg alternative employment for them. 

D. Overtime Allow8ftC!e 

12.23. The follOWing amounts of overtime allowance were paid to 
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the staff of the Corporation each year since its inception: 
-------,---------.-----
Year Total amount of OVer-

time allowance paid 

~--,-.------~"----- .-------~-

(Rupees) 

9,942 

, 3S,971 

1968-60 

1969-70 

1970-71 -----_ .. _._------- ._----- -

12.24. The Ministry of Agriculture (Department of Food) have 
intimated that the steep increase in the overtime allowance paid 
from 1969-70 onwards as compared to the earlier years was m.ainly 
attributable to the fact that the clearance operations at all the portS" 
in the country alongwith the staff working at those ports had heen 
transferred to the Corporation by the Government of India (from 
16th December, 1968 in all the por,ts other than western ports anq 
from 1st March r 1969 In western ports also). The increase in over-
time allowance, it has been stated, was also attributable to the enor-
mous increase in procurement, movement and storage operations 
undertaken by the Corporation from 1969-70 onwards as co~pared 
to earlier years. 

12.25. Asked as to how it was that the Corporation paid overtime 
allowance to their staff at the rates applicable to their staff at the 
rates applicable to Central Government employees when their itaft 
had their own scales of pay. the Corporation have stated that the 
overtime allowance is related to the actual emoluments at an em-
ployee and not to his scale of pay. 

12.26. The Committee enquired that if the steep increase in over-
time allowance since 1969-70 had been due to transfer of port opera-
tions work to the Corporation from l~th December, 1968 what over-
time allowance was paid at the clearance ports earlier and what the 
quantity of foodgrains handled then. In reply, the Corportion inti-
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mated that the following amounts of overtime allowance wu paid 
at the clearance ports during the years 1967-68 and 1968-69:-

~-----------------------------------------------------

€ALCUTt'A. 

WESTERN ZONE 

SOUTHERN ZONE 

1967-68 

OTA Paid (Rs.) QtY oHood- OTA Paid. Qty of food arafn. 
graina handled (R •. ) - handled (Ill 

4,69.440 

Figure not 
readily available 

(in M.T.) (M.T.) 

16.aa.~1 2.31.8.U 9.08,91, 
(upto 
(1,-130068) 

14.79.'4S 33.038 6.73.S95 
(up to 

IS-.68) 
-------_ ... _--

12.27. Asked whether incentive wages are being paid for clelU"ance 
operations the Corporation have intimated that incentive wages 
are being paid for clearance operations on the basis of Schedules 
I & IJ: of the Memorandum of Settlement dated 30th October. 1964 
at Bombay Port and of the letter dated 29th September, 1967 of the 
Department of Food and the Venkatacha11am Award dated 24th 
July, 1971 at Vizag Port. These rates represent the total rItes con-
stituting the nonnal rates plus the element of incentive. The incen-
tive wages scheme is in vogue at two ports mz., Bombay and Vizag, 
The following amounts were paid at these ports as an incentivc:-

BOMBAY 

1969-70 

1970-71 

VIZAG 

1969-70 

1970-71 

Year IncentiVe Amount 
(R •• in l.kh,> 

0'79 

3'71 

0'72 

J'oJ 

-The amount ofovertimc allowance pe1d co~ not only the work rdat:rglo hl'rdl;r a 
of foodll'ainl but alao other work like handlin, of fanili7.Cr and gift CO~.jfrlT(IlI' II Ih 
cl .. rance porta, 



168 
12.28. Normally when the staff strength of an undertaking ill-

creases, expenditure on overtime allowance is expf"cied to- come 
down. The Committee, however, observe that in the CRse of 
the Food Corporation of India, despite increase in its staff strength, 
expenditure on overtime allowance to staff showed an upward 
trend. Expenditure on Overtime Allowaneehas increasetl from 
about as. 10 lakhs in 1965-66 to Rs. 56 lakhs (approximllte) in 1.970-71 

- Keeping In view the fact that the Corporation have more than ade-
quate 'number of personnel on their rolls, the Committee sU~Jrest 
tliat the deployment of manpower and rosters of duty shouM be 1'10 

arranged as to bring down the incidence of 'overtime. 

E. Labour-Management Relations 

12.29. The 'transferees' continue to be members of the same 
service Associations as existed while they were employed in the 
Food Department of the Government of India. The All India Cen-
tral Government Food Employees' Association is the aU-India or-
ganisation representing non-gazetted employees. The present status 
of the Food Department transferees in the Corporation is that of 
deputationists on foreign service terms without entitlement of depu-
tation allowance. The direct recruits of the Corporation. have also 
fonned themselves into a Union known as Food Corporation of India 
Employees' Union representing categories III and IV employees. 
The Union was registered in Madras in May, 1967 under the Tndian 
Trade Union Act. This Union has also got regional branches. 

12.30. The Association of Food Department transferees and the 
Union of direct recruits have been representing for recognition of 
thier Unions by the Corporation. They have not been accorded re-
cognition so far because the Corporation arc of the view that until 
the Food transferees are finally absorbed in the Corporation, the 
status of he Association would be fluid and the question of its re-
cognition premature. The number of direct employees of the Cor-
poration is very small and the Corporation thinks that to give re-
cognition to their union at this stage will give rise to multiplicity 
of Unions after the Food Department 'transferees' are finally 
absorbed in the Corporation. It is only when one cadre of Cor-
poration's own employees including transferees and direct recruits 
emerges that the time will come to give recognition to the most re-
presentative Union to ensure harmonious staff relationship. 

12.31. At present, the AssociationlUnion have been given a de 
facto status for purpo"es of negotiating staff relations etc. Although 
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formal recognition has not been extended to the staff Association 
and the Union, it has been stated that the Corporation do not deny 
to them access to different levels of management in the Districts, 
Regions and the Head-quarters. It has been stated by the Corpora-
tion that "Regular periodical and ad hoc meetings are being held 
with them at various levels and efforts are constantly being made 
constructively to the problems brought out by them. The Corpora-
tion have 'stated that this approach has been on the whole working 
well. . "-

12.32. The Committee recommend that jfenuine crievances of the 
employees of the Corporation should be attended to with syJnpathy 
by the management of the Corporation. 



XIII 

PLANNING AND RESEARCH 

Planning and Research Dixision of the Food Corporation of India 
is responsible for formulating and recommending to the Management, 
policies and programmes pertaining to purchase sale, behaviour. ,of 
market prices, development schemes, assessment and evaluation of 
their progress and identifying new activities for diversification. 
The Division undertakes market surveys relating to appraisal of 
crop out-look and prospects, market arrivals, stocks with trade and 
market fentiments. It also prepares complete project reports, 
feasibility reports for location of plantslrice mills, planned move-
ment of food grains to derive maximum advantage at minimum cost 
and other operational research studies and long range planning in 
regard to operations. It keeps the Management informed of All-
India position of foodgrains, progre-s of regulatory measures of selec-
tive credit control and advises measures to be adopted in case of 
regulation of forwara trading, credit squeeze, restrir:t.ions on inter-
state movements, exports etc. 

13.2. It has been stated by the Corporation that due to limited staff 
in the Division till now, the scope of market intelligence had been 
largely limited to the collection of prices, analysis and preparation 
of perodical reports, etc. However, since the Corporation has been 
increasingly involved both in procurement and distribution opera-
tions all over the country, the need to enlarge the coverage of 
functions of the Planning and Research Division of the Corporation 
60 as to keep the management' better informed about the crop pros-
pects, market arrivals during the post harvest period in the produc-
ing areas and later in the terminal markets, price" in the producing 
and consuming areas. genera] market sentiments etc. was felt and 
the following additional functions had been entrusted to the Division: 

(i) A ~sessment of Kharif Crop prospects during August of 
every year co"ering the major States. 

(il) Similar assessment of rabi crop prospects in major rabi 
States. 

(iii) Study of actual operations in the peak marketing season 
of both kharif and rabi reasons in DecemberlJanuary, 
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May/June respectively.. In these studies actual procure-
ment market systems movement pattern. storage, payment 
etc. will be etc. 

(iv) Special surveys of purchases and sales in respect of com-
mercial commodities like gram) ,mustard, seeds, ground-
nut pods, oil etc. 

13.3. The Corporation contemplate' strengthening of' the Planning 
& Research Division by the addition of a Senior Deputy Manager. 
tWo Assistant'Managers etc. for dealing exclusively with the market 
intelligence w~rk. 'In addition to this, there would soon be a Deputy 
Manager (Operations Re~earch) with the Division who would be in 
a position to apply Operations Research technique to transport 
planning, storage utilisation, optimum product mix, rotation of stocks 
and other related studies. 

13.4. During 1971-72 the Planning and Research Division has com-
pleted (i) a location ~tudy for a Soya Bean plant. (ii) sales strategy 
for Ujjain plant, Maize Mill and Rice Bran solvent extraction plant, 
(iii) Inventory Control study of Chemicals (iv) Rotation problem 
of Buffer stocks, (v) study of implications of abolition of singl!!-
State Rice zone. (vi) examination for diversification of purchase and 
seales programme in strategic sectors, (vii) study of price behaviour 
of Rice in W. Bengal and (vii) velocity of stocks in storage godowns. 
Their programme for 1971-72, includes exploration of export potential 
for selected agricultural produce and processed food' and preparation 
of Project-Report on Cattle and Poultry feed. 

13.5. The Committee note that the Food Corporation of India 
have a Planning and Research Division which has been expanded re-
cently. The Committee feel that the work could have b"en handled 
by • cell instead of a Division, as the main purpose of planning and 
research is to help the management in devising tools for eXf'rcisinl 
vieilant, contemporaneous and effective control of fi .. ld operations. 
The expenditure on this cell sh'ould be kept under cluse 'icrutin:v and 
should be commensurate with the services it is able to render to tbf! 
manalement. The Committee need bardly stress thllt the approach 
of the cell should be problem-oriented. The Committee would COlD· 

mend that the followin, problems, .mo .... t otbers, may be taken 
up by Research and Planning Cen for urlent study: 

(I) Devi.inl ways .nd meaDS for porchuinl either directly or 
tlarouch ,enulne cooperatives from the pJ'Odu~er 10 that 
he gets the maximum benefit of floor price; 
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(ii) plauning movement of foodgrain~ so as to obviate "damage 
It)' wet"; 

(iii) Location of storage capacity, keeping in view the sil£e of 
. Buffer Stock to be built and the need to remove regional im. 

balances and transport bottlenecks; 

(iv) Analysis of "incidentals" incurrei by the Corporation wit'h 
a view to reduce them to the minimum, and 

(v) Perspeeiive plan so that the Corporation may modifylratio-
naUse its structure and modes of operation in keeping with 
chaqing requirements. 

, 1';. 

'. 

'f 



CONCLUSION 

_ The lfood Corporation of India was set up on the 1st January, '65 
with the object of:-

(i) -ensuring that th'e--prtm:ary producer obtains the minimum 
price that may be announced by Government from time 

to'- time; -

(ii) protecting the consumer from the vagarie, of speculative 
trade; 

(iii) securing for itself a stra}egic and commanding position in 
the foodgrains trade of the country. . 

14.2. The Corporation have been able to fulfil these objectives to a 
very large extent. During Rabi season 1970-71; apart from taking 
over 2.18 million tonnes of wheat procured by State Governments 
or their cooperative Marketing Federations, the Corporation pu'r-
chased one million tonne~ of w)teat, 90,000 tonnes of rabi coarse 
grains and over 5,000 tonries of mustard seeds. During the kharif 
season of 1970~71 the Corporation purchased over 1.35 million tonnes 
of rice procured by State Government or their agencies. The Corpo-
ration sold a total quantity of 5.1 million tonnes of wheat and 2.4 
million tonnes of rice during 1970-71 through the public distribution 
system. It handled transportation of over 9 million tonnes of food-
grains. It has successfully i~plemented Crash Pr~gramme and added 
8 lakh tonnes of storage capacity at a cost of R~. 16 crores during 
1970-71 raising the total storage capacity to 6.4 million tonnes as on 
31st March, 1972, The Corporation have also launched a project of 
setting up 24 modern rice mills in the country. 

14.3. The Committee have found that FCl's direct t>rocurement of 
Foodgrains from farmers had ranged bet~een 0.1 -to 3.4 per cent 9f 

',the total procurement during the last three years. The Commi tt~ 
-have also found that the current involvement of cooperatives is .only 
25 per cent of total procur~ent. The Committee have expres~ 
the feeling that if the Cooperative movement is to ~ake any signi-
ficant ac1Vaneein the area of procurement of foodgrains, its involve-
ment -should be ~tepped upofrom 9'ear- to year oli a progl'amme baSis. 

• :. • I ~ '. • ~.. .', •••• 
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Where the cooperatives are not functioning, direct purchase centres 
may be got opened in consultation with State Governments so as 
to procure the foodgrains directly from the producers without the 
intervention of "Addhartias" and other middlemen. 

14.4. The utilisation of godowns on gross capacity has improved 
from 52 per cent in 1965-66 to 77 per cent in 1971-72 (April-June). 
On u~able capacity the utilisation was 58 per cent in 1965-66 but in 
1971-72 (April-June) it was gone up to 86 per cent. Though some im-
provement in the utilisation of godowns over the years is thus dis-
cernable, the Committee cannot regard the present level of utilisation 
~s the optimum one. The Committee have therefore, recommended 
that concrete measures aimed at optimum utilisation of storage 
capacity ~'hould be evolved and given effect to. 

14.5. During 1966-67 to 1970-71 the Food Corporation of India suf-
fered a total storage loss of Rs. 21.96 crores. Although viewed 
against the total turnover, the:e storage losses are not large but in 
themselves they are substantial and they call for urgent and effective 
steps to minimise such losses. The Committee have recommended 
that norms for storage 10 ses should be fixed suitably which should 
be the lowest leaving no scope for unscrupulous elements to take 
advantage of high norms and remove the foodgrains. Every case of 
storage loss which is in exce-s of the norm should be promptly and 
thoroughly investigated with a view to finding out the exact reasons 
for the loss and taking remedial measures. There is also a clear need 
to intensify vigilance and ~ urprise checks at the various loading. un-
loading and weighment points. 

14.6. Losses of foodgraim in transit had been rising steadily from 
Rs. 95 lakhs in 1965-66 to 780 lakhs in 1970-71. In relation to the 
quantity moved the percentage of transit los; has increased from 
1.13 per cent in 1965-66 to 1.58 in 1966-67 and 1.76 in 1967-68 until 
1968-69 when such losses reached an all time high at 3.26 per cent. 
The Committee al90 note that subsequently. the Corporation had 
been able to arrest the rising trend of transit losses in close coordi-
nation with Railways. 1969-70 transit losses were brought down to 
1.4 per cent and it is estftriated that these losses may be only 1.23 
per cent during 1970-71. The Committee have welcomed the efforts 
made by the Food Corporation of India and the Railways to bring 
down these losses under control but feel that vigorous efforts are 
called for the further minimise the transit losses. With tilt. end in 
view. the Committee have recommended adoption of certain meaaures 
nch as UIe of standardise bags, adoption of uniform scales for weigh-
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ment, avoidance of open wagons for transport of toodgrains tnteDli· 
ftcation of enrouts checks and augmentation of security arrange-
ments etc. 

14.7. One of the main grievances voiced before the Committee by 
a Federation of the Roller Flour Millers was that millers had to buy 
all their requirements of wheat from the Food Corporation of india 
and that even when open market prices of wheat were less than the 
Corporation's prices they could not take advantage of the reduced 
open market prices. During evidence the official representative of 
the Ministry of Agriculture (Department of Food) informed the Com-
mittee that the ban on the Roller Flour Millers to purchase thefT 
requirements from open market had since been lifted and now if a 
Miller did not want supplies from Government. he was free to pur-
chase 100 per cent of the required grain from the open market but 1f 
a Miller still wanted supply from Government he can buy only upto 
30 per cent from the open market. While the Committee hope that 
this relaxation will remove the main grievance of the Roller Flour 
Millers, the Committee wish to invite attention of Government to 
the need to ensure that whatever quantities of wheat are sold by 
the Corporation to the Roller Flour Millers at a fixed price are in 
fact milled into Atta and are not surreptitiously sold in the market 
in order to earn profits withol,lt rendering any service to the con-
sumers of Atta. 

14.8. The Committee have stressed the need for further strength-
ening of the public distribution sy~ tern and in particular mentioned 
the need for making foodgrains available at reasonable pricetl to 
those living in rurl or inaccessible areu. 

14.9. Though the project to set up 24 modem rice mills in the 
county was approved in 1967, but so far only 16 out of theae 2419ills 
have been commissioned. ThE! Committee have expreaaed the feeling 
that an important project like the Rice Mills should have been given 
high priority in allocation of steel, fabrication of parts and acquisi-
tion of land to facilitate the commi~.ioning of the Mills wthout 
delay. 

14.10. Since July. 1967, the Food Corporation of India had produc-
ed 62,030 tonnes of 'Balahar' and fortjfied 42,012 tonne. of Mill Atta 
since 1970. The Committee are convinced that at this rate it wiU not 
be possible to touch even the fringe of the problem of ~~trition 
and under-nutrition in the co.untry. The Committee are glad to 
note that Government are considering proposals to expand theM pro-
grammes so as to embrace the entire muntry and also launch other 
programmes. The Committee have expreued the hope that keeping 
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in..view the. ul'geney of J:ombating protein deficiency in the· daily diet 
oj ,the people ~articularly in the weaker sections of society; decisions 
on these proposals would be arrived at soon and the approved pro-
grammes would be implemented with speed and vigour as to bring 
these fortified foods within the' reach of weaker sections of society. 

, ,14.11. ~ Fooa Corporation of Lndia having been primarily const!· 
t.i.tted in the. interest ,of the producer and the consu~er it $hould be 
i~' ceasel~~ endeavour to serve both these intere~ts (i) by procuring' 
ioo4ira,;.ns' directly .. f~om lheprod~cer and obviating the. interven-
tion o( middlemen, (~i)b~ giving. wide pl,lblicity to the grades cif. 
foqdgrains ~d the prices being currently, paid by Food· Corpofation 
a,mongsttllee farmers ,so that they are encouraged to seUtheir ,food-, 
grain, directly t9 the Corporation rI~,ther than. to 'Ar.ahityas' and otper 
middlemen; (iii) ,by ensuring quick .and prompt payment. 'on.,tbe 
spot' to the farmers for theil' foodgrains so as to win and sustain 
the.ir c;onfidence, imd o.v) by accelerating p,r9Cul'ement of foodgrain~ , 
tlyough. Cooperatives, 

14.12. 'The Comm~ttee note that the Food Corporation have already 
drawn as much as'Rs. 67.98crores as.subsidy from Government up to 
May; 1971. " " . 

The Committee teel"that the Food Corporation should spare no 
efforts to cut these overhead charges and operational losses so as to 
reduce the need and quantum of mbsidy which is being paid to the 
c.atporation."\)(). cover ,the'difference between' the economic cost of 
toodgrains and. theit' sale price:' .. . 

14.13. The Committee have found that the outstandings of the 
Food Corporation of India have gone up from RI. 33.60, crores as 
INl 30-11-70 to,Rs. 67.19 crores as on 31-10-1971. Of the total amount 
of Rs.·67.19 ,crores, the outstaridings from StateGovernm~ots alone 
.re Rs. 49.42 erores:Some of the oldest items outstanding 'from State 
Governments date as far back as 1966-67. The Committee feel that 
Government should persuade the State Governments concernedtb 
clear the· outatandirtgs expeditiou"!ly, so that the . Corporati~n can 
have larger liquid resources and will not be forced to lead too 
heavily on loans on which they have to pay a high rate of interest. 

14.14. As on 31st March, 1971. while the turnover of the Corpora-
tion has increased five times its staff strength has increa~ed 12 times. 
The Committee have not been able to appreciate the passive and 
somewhat complacent attitude adopted by the Cvrporation in the 
matter of taking over a large number of staff on the plea that they 
were doing the work before the CJrporation W."s formed and took 
over these functions. The Corporation should have worked out 
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[orne realistic norm and critically examined on each occasion to see 
whether it was at all necessary to add the entire staff while taking 
over some functions. Had tpis ,FfJt~c~and analytical pproach been 
applied from the every inception, the Corporation would not have 
found itself burdened with the problem of an exceSSively large 
number' of staff.· The Committee recomlnehd that 'serv1ces' of depu-' 
tationist5 who are surplus to the requirements may be placed back 
at- the disposal·of the respective 'parent deputmentsr 

14.15. The Committee feel that with the incre8ae in its I;taff 
strength, it should have been possible for the Corporation to reduce 
expenditure on over-time allowance. Expenditure on Over-time allow-
ance has increased from about Rs. 10 lakhs in 1965-66 'to Rs. 34lakhs 
in 1970-71. The Committee have suggested that deployment of man-
power and duty rpsters should l>e so ~r~~n~t:d 90 8~ ~br.~g. down 
the incidellce of Over-time allowance. " .: , ... 

14.16. The Committee have viewed with concern the fact that there 
had been l!teep rise in the incidental expenses of the Food Corpora-
tion of India. In the case of wheat, handling charges are Rs. 9.15 
per quint~II and constitute 12 per cent of the procurement price of 
Rs. 76 pel quintal of wheat. When 'procurement incidentals' of 
Rs. 10.26 per quintal are added to the Corporation's incidentals of 
Rs. 9.15 per quintaJ,- handling charges amount t"Rs~· 19;41 -per. quintal 
and' ~9liStitute about 25 per. ce~t" of the procurement price' of wheat. 
As the turnoverbf the' <;orporation had increased manifold and it is 
now admittecUY'QIle of.tbe biggest trading""t:orporation in the world 
dealing as it does, with 10 milli?n tonnes of foodgrains and sales to 
the tune of Its. 800}- crores,.tlie Conunittee feel that the Corporation 
should desire full benefit of ~':l~m¥ .of.$cale. a,pd reduc~ ~t/J, i~i-
dentals to a reasonable level. . . ", 

. :. , '. 

NEW DELHI: 

April 12, 1972 
Chai;~-23, : "tS94 -(~) 

r-tB. &ANA, 
Chairman, 

" .~~. . 
Committee on Public' UtJ.dertakings. 



APPENDIX I 
(Wk pari 3'16) 

S,am",,,, Showi", ,IN Powers Dt/"a"d ,,, Z""al MtmDllerJ in 'M Food Corpora,i"" of India 

51. Nature of powen dele.ated 
No. 

2 

Bxtent to which powerl are 
dele,lted 

SBCTION-I 

I COAtrollin. luthorlty for traveI- (I) Cit. IIJI In Zonal Office 
linl and other allowance. eXCePt D.F.A. 

(Ii) Toun of aU officers beyond 
the Zone. 

(Ii!) Air trlvel of oftlcen drawlnl 
pay below (Ra.fooo/- All OVer 
India) 

(Iv) May authoriae offtcen to 
travel by hiaher cl ... than to 
which entitled. 

Remarks 

4 

a Authority CoDlpere~t to. create 
p~.ts. 

-(i) Cate.ory-lIl& IV upto one ,-In Con-
yelf. . lultation 

·(ij)POIttofAHt. MI'. -pte 3 with FA I 
mOOl~~.ubjec:t to • rcpon DFA 
belnf lent to the R.O. i""",-
dialfb' wID-full iuadlc:ldon 
for .anctionm" extension 
beyolld 3 months if considered 
Ileaeuary. 

, Authority compereiu to lippoint Cat II 
penon. to polta. 

4 Authority competent to promote 
empl0Ycc" 

, Diaciplinary IlUhoricy for the em-
plo)'eCI in reapect of : 

. 0) Minor Pe1lalties 
(il) Major PcOaltJe. 

6 Appellate llUhority for the employ-
eel In reepecuf : 

Do. 

Cat. II In the Zonal Oiftc:e . 
Cat. II In thl Zone. 

i) Minor peolltica All Cat. II eXCept in Zoa.l omce Cat. III & IV (of the 
ZonaIOIb). 

(U) Major penaltiet Cat. III (entire Zone) Cat. IV 
ZonaIOt&e. 
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7 Authority competent to trlnater 
employees. 

8 Authority competent to Irlnt 
earned lelve. 
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3 

Employees of IIId ltelmr the 
rank of S.D.M. 'lritbltt the 
Zone. 

R.Ms and other under his con-
trol where no relief I. required 
eXCept D.P.A. 

9 Appointment of ataft' ~Iid from Pull pow,,", lublect to Budlet 
continlencies Ind hmlts upto provision. 
which they could be plid. 

SBCTION-II 

r Locil purchase of stationery and Pull power •• 
other articles needed for an offtce. 

2 Contingent Bxpenditure : 
(I) recurring Full power •• 

(b) non-recurring Pull power •• 

(c) Fxpenditure on entertainment Pull powers. 
(lilht refreshment on informal 
meeting or conference) within 
the office). 

(d) Bntertainment charges,lilht Pull power •• 
refreshments etc. outside oftice 
premises. 

3 Grant of advances for the follow-
ing :-

Ca) From Provident Funds 
(b) Advance of pay 
(c) Advance of T.A. 
(d) Festival advance 
ee) Conveyance Advances 

4 CI) Purchlse.f furniture 

(b) Hiring of office furniture in-
cluding electric fanl. 

ee) Purchlse of type-writers. dup-
Iicltinl machines, franking ml-
chines and other oftice require-
menta. 

Zonal Manlaer/D.P,A. will 
function a. controllin,offtcrer 
in respect of the Zoo_IOftIce 
stafl' for grant of advance •. 
Conveyance advance to the 
Zonal Offtce .tafFwill be lanc-
tioned by the Secretary, 
treatinl the Zonll Oftlce a, 
part of the Head Oftlce • 

Pull power •. 

Pull poWeR. 

Pull power •. 

(d) Purchlsc of Blectricfan. n~ 
for office. ... 2,000 per ,eat. 

.. 
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J 2 

.... s .. 

5 payment·. for lIlaiotanlDc:e.: .. Up- ··Full power..' 
keep .and repairs of motOr car.., .. 

6 Telephl)ne rents for existing con- Full pOWers. 
necdoaa. . 

7 Installation·Of new telephones. ' 

8 (a) Repairs to or erection/removal 
of machinery . 

PUllpoWer~< 
Full powers. 

3 

(b) purchase and repair of fire 
fighting equipment. 

Full powers as per scale. 

9 (a) purchase of priced official 
publications 8uch a8 books, maps 
newspapers etc. 

<i) recurring and (li) non-re~inl Full powers. 

(b) Purchase of g7neral publJcationa Ra. ~.SQO 
for the recreatIon of the staft'. '... . 

10 Purchase of cycles, repairs to Full po~rs. 
cycles etc. 

II (a) Hiring of typewriters aiicr··i'~- '}tull powers. 
pairs to typewriters. 

(b) Purchase of comptrometers and Full l'owers., 
repairs to them. 

I2 Sanction of expenditure for des- Full powers. 
patch.'receiptof stationery store~ 
etc. from one place to another. 

13 Incidental expenditure--
Municipal rate.s~. taxes. , ,~ 

104 MaintenariCeand~".ir8tt) bUild-
ings and'instaltations : . '. r 

Full powers. 

, .; 

", 

~. ,.' ' ... , 

(a) Major re~airs Pull powers subject to budget 
provision. 

(b) Urgeqt and mfnor rePai~8' 

(c) Special repairs including aani-
tary fitting, water supply. elec-
tric installations etc. 

Do. 

Do. 

IS (a) Hiring of office accommodation Full powers. 
and execution of lease IlIree-
ments. 

(b) Hiring Stofage accommodation. Full powers. 

16 Postal, telegraph and telephone Full powers. 
charge •• 

4 

: ~. " 

, ; 
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:I 3 

17 Purchase of liveries, ba Igea and Full powers 18 per scale lald down. 
ol,her. ar~icles or: clothin,¥d 
sanctioning washln, allowances; 

18 Funds required for foundation 'lay- Pull powers. 
in,ceremonies, opening of pub-
lic build/nlS and similar func-
tions. 

SBCTION III 
1 powers to write offlosaes offoocl- I % oJ the valur of thr grain. 

,rains. ." 

(a) In transit by rail. Operation & 
Tran.it Losses (vi", order No. 
K-3f68/G,anl (I) dated 15-11-68) 

(b) In transit by road. 

(c) In storage. 

:I Payment of wagon and shed dr-
murrage clluac;a. 

Do •. 

Do. 

Full powers subject to resp:msi-
billtybrin. fixed.-laid down 
in the manual. . 

3 Powers to en ,age labour departmen- Full PlJwera I\lbjeot to j\l8tUlca-
tally on dally wages under emer- tion. . 
,ent cases. 

4 Write off of losses of dunna,e in Full powers. 
storage. 

S Servicin, of weigh-bridge and Full powers. 
weighmg machines. 

6 powers to write off of dr;ficiencies Full powers. 
and depreciation in the value of 
stores other than food,rains . 
included in the stock and other 
accounts. 

7 POlWen to write: .off lOll of ponies. Full powers. 

8 powers to dispose of dead stock 
articles and write off of losses 

Full powers. 
connected therewith. 

9 ,Gelleral write off of 10lles :. 
(a) irrecoverable lossra of storcs. Full powers., 
(b) L'llle, ofrevrnue or irreco-

verllble loans and advances or 
R9.S000 in each case or lubject 
to a maximum' RS.:lS()()C) in a 

other monry due. ye4l". 

10 DitpQaal of unserviceable. lurpbu Full PQWCr .. 
and o,b.olete stores. 

II Disposal of tub-standard, 4arDa- Pull powen. 
ged or deteriorated food,rain •• 

4 
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I2 Local purchase of 

(a) Gunnies 

(b) Jute twine 

(c) DUnna,e 

(d) L'lcks and electric bulbs 

(e) others. 
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Full powers. 

Full power~. 

Do. 

Full powers. 

Full powers. 

3 

SBCTIO~ IV-PORT OPBRATIONS 
I. Payment of freight charaes 

Ca) Railway Friesht 
(b) Steamer Friesht 

2. Payment of ship's damurr. 

3. Write off of lossel arilins out of dischar,ins and 
cJearnace operation. 

Full power. 

Full powen. 

(a) Loss of foodarainl h,l tranllt including LOB/ FuJI powers. 
@LOP. 

Cb) Loal of damagtd foodarainl Full powers. 

(c) Lo'l of dunnaae Full powen. 

Cd) Loss of sunnies 'jute twine includinl LOB- Full powen. 
LOP . 

4. Disposal of obsolete/surplus!unaerviceable stores 
and deadstock artlclel. 
Other than IUnnie. 

,. Disposal of substandard 

Full powen. 

Full powe .... 

6. General write off of lanes. (Thi~ will cover I oales 
other than thOle directly connected with dilCharael 
clearance mentioned in item S above) 

(a) Irrecoverable loa8ea orltoreaincludins gunnies Full POWer' per year. 
and jute twine/foodgrains, public money due 
to theft. fraud or ne,Upnce· 

... 

~L.N.B. : LOST OVBR BOARD : (j) the ratel eec:ured are not lower than the rates 
announced by the Government of India from time to time for the disposal 
of old lerviceable sunnies; (where the moat favourable rates aecured are 
lower than the Government of India ratel. the Relional MIIDJIFl'8!Joint 
Manaaer (Port Operationa).' Deputy Zonal Man.,en ahould consult theZonal 
Manaaer)· 

L·O.P. : LOST OVER PIER: (ii) In caaes where the State Government apprOKh 
the Relional ManqerstJolnt Manager (Port Operations) I Deputy Zonal 
Manaaen may effect direct sale ifthe rate payable by the State Governments 'a ftxed al the aver. of the rates secured durinS thete auctions/tenders 
immediately proceed inS the sale or the Qovernment of India raCei for aer-
ylceahle aunniel whichever ia hiper. 
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(b) Irrecoverable loslet of storea including 
pnnies and ;~etwine/foodP'ains, public Full pOwen. 
money otherwile than due to theft, fraud or 
nqliaence. 

(c) Losses of revenue or irrecoverable loans and UptoRs. 10,000/· per 
advancea or other moneys due. year. 

.. 

7. Settlement of shipping claims valued upto: 
• 'f 

8. PURCHASBS ,r. 

(a) Purchaseaofgunnies aJld jutetwiDe Full powell. 

(b) Purchase oC miscellaneous articles, lIuch.. Full power •• 
metric weights, threads, needless discharging 
equipmentsspare parts and ·~lIOrie. for 
all kinds of equipmenu includUla P'ain 
vayon, vacuators etc. stores lor silos, 
dunnage for USC in the.partl. pellets ror fork lift •• 

(c) Purchase of weighting scales Full powers. 

(d) Purc:base of lopbJltic:ated mlChinerles &: 
'; .eqaipmentslnclud.illglI'ain.ayOn,vacu.Ol8, 

: • I '~orbelt~1 fOlk Iiftcr~~ etc; 
9. powers to make departmental arrangements for 

sted Jrjng, clearing, handling, loading, unload· 
in" traM~ort and other operanonal work' 

• lit the portlldepotsinslde'theport areas. 

Full powers in case ofcmeraeney 
for a period not exceedig 3 
·~omhs • 

SBCTION V -General Administration 

-NiI-

SHerrON VI 

J. N:gotiated or lingle tendef COIltfadtt(induding RI. S lakhs. 
limited or open tender) which, relU.ltlllionly 
o leetrective tender like handling, traalPc*t' etc. 

2. Authority QIldlpetenno retimd'Ml'Cutity depoetrs. ..May authorl.e in c:dRluttatiOll 
" I, • with the DeputyPinancial 

Adviser the refund of lecurlty 
deposits to contractors who 
are unable to lubmit 'No 
Demand Certificate' owing to 

. non-settlement of their claim_ 
apiPlt the Corporation. 

3. pow~r to finalise schedules oC COIItract ratS for FuDpowen. ,J 
the Regions faUing within the Zone. 

SBCTION-VI(A) 

J. T-ranlportation cJf foodpaim fertilieen "etc. by Open tenden Full pt;wrr.' (in 
road .. , , ' conlUltatiOlll with the Dy. Fin. 

" . AdViser at the Zone). 

,.~. \GoPyoC ,~e ocdcrp,uKdby;lhc COO. foueWndohcurity dcpoIJulnauchcaae 
shqu~ be ~ooCd ,by the Head, Qmc:e. .IQ rcII*t of ~tr_ not within the iurild iction 
of %Ma,propofIJs'(qr the. rcfuua Of security d~it without production of 'No Demand 
Cenificate' shOuld be re(eried to the H.O. . 
Wl9LS-13 



-------------
81. 
No. 

Nature of powers delepted 

I 2 

8EcrION VII 

Lllal Matins 

Zonal Manqer 

I. Sanction of and defending law suits etc, and ilinIR.. 10,000,'-
and defending appeals where the sub,ect matttt 
of I he suit or appeal does not exceed. 

2. Sanction for reference 10 arbitration.iIl aceoJ'· Rs. ro,ooo,'· 
dance with arbitration Aareement between the 
parties and defence of arbitrltion c:aes. 

3. Settlement of cases out of Coun or withdrawin, lb. 10,000,'· 
or dropping of appeals or making c:ontpfOllrise.. 

4. Authority competent to sancOCIIt payment from 
Corporation's funds inac:cort'ance with the 
de,ree of a court oethe award of an arbitrstor. 

4A. Authority Competent to sanctioa defe.. of 
c:laims under Workmen's Compee_ioD Aet alld 
to make payment of Compensation un40r die 
Act as per orders of the Commissioner 'Appellate 
Authority. 

s. Authority cnmpetent to ,ign and execute Vlblat 
and sign and verify pleading and conDect. 
papers 

6. Authority competent to appoint counsel and to 
pay fees to him, " 

Jb. 10,000.'-

R.s. 10,000 in eacb Cite (in con-
ulation with die SOM 'OM 
(Lepl) liso .. ith DFA.'AFA 
attached to the ,M's (ffice.) 

Appropriate olicer not below 
doc I'IDk f1I.' 1 Di"nCil Man.,tt 
after obtain in g r ec:essary prIor 
approval of the authority 
COInpetCnt to sanction fillir g 
defending suits,'appeals etc. 

Do. 

7. Fees to Central Govt./State Govt, pleaders in Rs. 1,000/-
accordance with the scales pre.cribed by the 
CentraJ'State Govt. as the cue may be. 

S. Sanction for filing criminal caSell, including 
complaints to police. 

l. Authority competent to lanction defence before 
,a criminal court. Orilina! or appallate ofany 
Oallcial of the FC I a~ed of an y offen ce anerd 
to have been commited by him while actin, or 
purporting to BCt in the diroharp of oIicial 
duties, 

Di.ttict Manarr (If any otbrr 
superior authority with th 
pflor approval ofthC Managin, 
Director. 

Mana!Jin, Director in ccnsul-
tation with the F.A. 

--------, ... -------- -----, 
Noll : 

I, Ollicerall\lthorities empowered to act fOf the Corporation In respect of .,y judl-
~ proceedin, in accordance with the delegations contained in this SectiCllt 
shall be c!eemed to bit the recolJllisCd agentl by whom appcaranCCl, act. and appli-
cationl under this Section may be made or done on behalf of the Corpor ion. 

I. The Managln, Director Is empowered to live ex-potl-facto IIJIction in suitable 
(c:ues concenunll Items r to 8 where prior 1Ilftction of t~ Mancin, Dil'!'ctor 
.. required was rot obtained. This note shan be deemecl to ha\te come- 'Into 
ror~ on 1-4-65, , ' 

, ) 
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,; .. ~e ~ti . .-Mwri. . ~tti·ttJe Ia~' \tIttHidi''iddltl ,.ural'..... .._lIimits in '. ~~cF~ itltta . tltse16r. ~ dt~~ rcueL " ; .. (. t t ". ' ., 

4. In this Scctkn, Central 'Govcrnm~tfStatt Gov~lnme(1t plrllder shall be deemed to 
inclUde a stR'tldln, CouDcil oraolicitor appointed to handle Food Corporation of 
India', litigatian,'le.1 woO: with the prior approvslofthe Man..maDirector. 

S. In the Scction, the expression 'District Manasers' shall be deemed to include • 
Deputy Mana~~> an Alsitlta'nt MIb1.,er and any other ofticer discharging the 
funCtions of a 'District Manager" IlnlfIIIrI)'* ltrwtmal MIIftIIrC,r lball be deemed 
to include any offtcer discharging the functIons of a "Regional Manaser". 

Further clarifications issued WI, Circular No. 3/I.i70-LeSil dt. 11-5-70 .. 

I,,,,, No. 1,2, & 3 of Section VII: These powers telateta and COVCT only luits and 
arbit ration matters where some money claims form the subject mattcr and not writs where 
important questions of law/policy are ,eneralll' involved. Therefore, all casCs of writs 
proposed to be filed by the FOOd Corporation of India or filed by others aplnst the FO?d 
Corporation of India (irrcspective of .pecunj~y limit.) should be rc(rrred to the Admi~ll­
trative Division c~ncerned in the Held 0BI.c:e for Mana,'ns Directo's sanclitln (or fihns 
or defending the writs as the cue may be. 

SECTION-VIII 

I. Laboratory/~torage equipmenu/other misccl- Full powu~. 
lanoous items costing upto Rs. 50/-. 

2. Laboratory/Storage equirmentl/other miscel- Full powers. 
laneous items co8tirg Rs. 51/- to RI. 200/-. 

). Lab')~tOry/stor~ equi~mcnts whose individual Full powers. 
cost 18 Rs. 200, - and a ove. 

4· Bnterin, into contract for stitching of new Full Powers. 
fumifition covers of specifications approved 
by ead Office. 

s· Maintenance and repairs to Laboratory/Storage Full powers. 
equipments lind Gas proof covers. 

6. Purchase of Laboratory chemicals Full Powers. 

7. Purchaseo! R ,ctified spirittor Lab:lratoriel. Pull powers. 

8. E~CY purchase of insecticides/Fumi,lInu/ 
ch s 0' approved specifications etc. 

Full powerl. 

9· Purchase of Technicil Books/journals. Full power. 

10. Purchase and Replin of Laboratory Furniture Full powen. 
includin, eloctricaliwater fiuin,1 etc. according 
to the approved seale. 

N.B. :-Item8J,2,3,and 10: whileexercisi118thepowera under these itemsthe Icalel 
laid down by Hrad Ollce will be strictly adhered to. 
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OBLBGATION OP POWERS FOR OPERATION AND .HAlNTBNANCB OF 

FOOD-GItAIN.,MIDUNG BQUlPMBNT AT PORTS AND D,BPOTS 
SBCTION LX-PORTS & DBPOTS 

, I I I 

I. purchase without call of tenders of stores bome on DGs&D 
Rate Contract (such as diesel 611 etc~) but withOut golnl 
throulh DGS&D) , 

2. Purchase ofproprietory .tores direct from manufactures/ 
authorillCd diltrlbutors Ce.l. sparcparta C,tc.) , 

3. Purchase of stores other than those in items I and 2 above 
against tender enquiry. 

4. Com Jemnation/scrappml and write-oft' of over-aged machi-
nery. plant or equipment. 

s. Award of contracts fqr repairs to plan,t and machinery. 

Ii. Ca§h purchases (miscellaneous iteRts ndt exceedinl R •. 
[00/- each) 

5,00,000 

50,000 

1,00,000 

10,001;1 (book va-
'Jue lela: 
deprei:la-
tion). 

50,000 



(Vidl par. 3'2) 

RABI PROCURl3MENT 

PrOClll' __ t of Poodtr.", """'" R.M A/lf'il, 1968-MarcA, 1969 

S.No. . State, 

I 2 

WhlGt 

I ~jlSthan FCT 

2 Bihar 

.3 ,Mad.hya Pradesh PCT 

4 Gujaral 

s. Delhi 

6 U.P. rrom State Oovt. 

7 Uttar Pradesh 

8 (a) Punjab P.C.T. 

(b) Markfed Punjab 

9 (a) Haryana 

(b) Markfed Haryana 

(c) U.T. ofChandiprh 

(d) Himachal Pradesh 

IJlIrl", r 

.1 Punjab 

2 Haryana 

3 RlJuthan 

4 U rear Prldesb 

5 U .Po' from-State .Qovt. 

6 Delhi 

! - -

Total 

., '. " 
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Quantities in tOftfteS 
Taraet Fixed Procurement 

hom 

1,00,000 

1,00,000 

6,00,000 

..... , 

April '68-
March "9 

7~ 

S80 

4,00,183 

8S,019 

,,28,013 

S,19,164 

1.69.532 

5.958 

1,664 
19 

:JI.tbo66S 

112:6115 

I~Z 

8.'.6 
384 

4.3S1 

243. 

--- .-

37,03' . 
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2 3 .. 
Pur", (Gr"flf/dal) 

I ' PunJ-b,'Haryana 30,000 25,107 

:i Uttar Pradesh 20,000 22 

3 U.P. rrom State Govt. B7B 

4 Madhya Pl'adeah as,QQO 1,3.11 

5 Delhi 1,179 

6 Rajasthan 50,000 60,4~2 

---
Total 1,25,000 .. 89,5 19 

= 
Blael. Gram/Urad 

1 Andhra Pradesh 757 

2 Uttar Pradesh 875 

----
1,632 

~rhar , , 

I Bihar 46 

2 Madhya Pradesh 2,052 

2.098 

).lGllDDI" 

• MadAya PradCah 32 

~. ;" 
Grad Total 7,25,000 20,12,977 

(I I) ProctlfWMrlt 0/ RaM Gr.,., /rOWl April, 69 to March, 70 

(~~~. 

51. Statea Taraet Procurement % of 
No. procurem~t 

InIGf 
I. Au_ 1.5 0'1. 

2. Bihar ~ 9'7 



118 -_. -_ .. ~- ._ ...... __ ._. __ .. _---
- 2 3 4 5 

,---
3, Delhi 1'2 
4, Ho", ... 

(a) Tbr0"lh State Go~t. { 200 *'4 (/I) Through Markfed 
\ 24'4 

5. Himachal Pradesh O'Z 
6. Madllyo Pradesh 

(a) Directly bkFC1 { 85 6'S 
(/I') Tbroqh arkfed 12'9 

7. MY80re 1'5 o· I 
B. ·Punjall 

(0) Directly by FCI 775· 763.6 
(/I) Tbrougb·Markfed 775 802'6 

9. a.,..thM 7S 4'0 
1O, Uttar Pradesh 730 199'2 

II, West Bengal 0' 1 

TOTAL 2708'S z074'0 

Taken over from Punjab Provincial 
Reserve :- 307'Z 

Taken over from Haryana Provincial 
31'8 Re,erve :-

TOTAL 2708,S 20413'0 &"09% 
ON", 

I. Punjab } 10'0 0'2 
2. Haryana. ' 

3. Rajuthan 3°'0 1'7 

TOTAL 40'0 I' 9 4'75% 
Barley 

I. Punjab } S'o 
N .. 2. Haryana 

3. Rajut_ ,'0 
4. Delhi N~. 

TOTAL 10'0 Ne .. _._ .. ---------... 
"IDd\IdJ.., U.T. Cblndl.-h 
No'o : Ne .. 'taads for nC1lllaibl,.. 



-_._._---_ .. - ... _-_._---

Pulm 

I. Uttar Pradesh 

GaAND ToTAL 0. RABI-<ZRAINi : .' 

:3 

______ ..• ~ .. , .... ..... H. _ - . 

.' . 
(III) PrOcrirtfff",t of Rabi Grai,,, jro", April, 1970 to March. 197i 

(Figure~ i~, '000' tonnes) 

51. 
No. 

States 

----_ .. _------
(I) 

Wh,a, 

I. Assam 

2. Bihar 

3. Delhi. 

4. Haryana 

Tarset 
for 

1970-71 

;Ii , 

Procurement percentqe 
April, 70 to for procure. 
March, 71 . m~l made 
(upto dates so far. 

~ ifl.March~. 
71 for which 

. . ftlul'C1l are 
_. _______ . _avallable). 

, 
10 

2 

Throu,h State Government } ..•. 
Through Marltfed. . 

350 

. '''. Himachal Pradesh 
6. Madllya PriMUsh . 

(a) Through Marltfed 

7· Myaore 

,8. Prhrjab 

(a) By F.C.I. 
Gb) By Marltfed 
(c) a, State Govt. 
(d) U.T· Chandiprh 

9. Rajut~·. 

. 10. Uttar ~h 

TOTAL 

Note: Ne,. atand, for ne,ulPble. 

30 

0', 

700 

700 
1,000 

. . 32 

300 

,~.~ia9;' 

-'" .. 
: 
. , 

, 

670 
101 

89' 
4' 

Ne, 

J22 

,3.J19 . ~I ·,8 % 
~'. . .. :., .... 



----'----,.,---_ ... _-_ .. _._----------'--
1 3 .--------'--------_ ..... __ ... _-

BarI,,, 

I. Delhi 

2.' Haryan_, 

3. Punlab 

4. Raj88t~ 

5. Uttar Pradesh 

Mustard Sled 

I. Delhi 

2. Haryana 

3. Punjab 

4 • .R.aflltan 

5. Uttar Pradesh 

TOTAL 

Gra",/Grtnrt4IIl 

I. Delhi 

2. Punjab 

3. Haryana 

4· Rajlltban 

5. Madhya Pradesh 

6, Uttar Pradelh 

TOTAL 

Note : N.. IIaDdI ror De,llaiblc. 

... ;\.. 

. " ~ 

6 

,F ,I 

6 

• '.' "I .. I, 

1 

:ao 10 

32 

60 40 

30 

100 B4 84'00% 



SOYABBAN 
J. Uttar Pradcsh 

2. RaJa.than 

'FOTJ\L 

I. Uttar Pradesh 

GaANOTOTAL 

2 

Perccnta,c of procurcmcnt in 197~71 

NOTE : NCI. stands for nClliaiblc. 

3 

3 

3238'S 

101.13% 

4 

Nc, 

N~ 

Net 

327S 



APPENDIX UI 
(Vide para 3 '3) 

I. PrOCUf'e"",,,t 01 foodlrajns Vis-A-Via targ.u fixed by 1M p.e.l. duriIw 
. KhmV NUCI. 1967-Oct •• 1968 

States 

----_._---
I 

Riel IPaddy i" terms 01 Rit:, : 

AndIM.lIf .... 
As.lm 

MadIlya Pl'Uea" 

Madrl' 
~/~ana 

Oriasa 

Weat Bengal 

Uttlr Prideah 

Bihar 

Pondicherry , 

...... 
Punjlb/Haryanl 

Weat Dengal 
aaJasthan 

TOTAL , .... ' 

TOTAL 

AaiIMt Pradeah 

~ PrldcslJ., 

~r,bln 

~ 

TOTAL 

(Quantities in tonnea) 

Tlrget fiXed Procurement Percentale 
from Nov. of procure-
67-Oct'68 ment. 

3 4 

~Jo.,.1.oo 

690t» 
3,,1,493 

1,86,41, 

3,49,702 

1,640601 

2,6",96 

,,218 

1,00,000 338 
• 7.&51 

19.18,14' 8,s'a.. % 

3.3'.027 

Z4 
28,112 

2.63.16& .'11% 

,oa 
80 ..... , 

10,000 Z4.807 I, 
, 

1tO'.769 3,2',6% 

... 
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--_ ... _--,---------------------------_.,,'-

Bajara 
Haryana 
Rajasthan 

2 

.I' 

TOTAL, 

GIuNoToTAL 

. , ' 

3 4 

7,000 19,913 284'47% 
----~------------ ~1 ; 

Percentage of procurement :-90' 3 % 
Shortfall : 9'7 ~, 

II,-Procur"""" qf /oodgrtIim .... v .. ,Iu rtJr"tJjix,d by ,III F.C.I. tfIwitttt ,.",,_: 
N~. Ig68-0ctober, 1969 ' 

. (Qw!ntiQoi in tonnn) 

---------------------------------------------
States 

-------------------------
1 

(R.ce I Paddy PI r""" oj Rice) 

Andhr. Prlde,h· 

Madr ••• 

Mtaore. 

Ori.la . 

P\1n,.b , 

Haryana 

Madhy. Pradesh , 

West Benpl. 
Assam . 

Poadlcberry 

BIh.r, '. 

Unar Prldeth 

T.rget 
Fixed 

2 

5,50,000 

2,25,000 

3,,00 

3,00,000 

2.00.000 

1000,000 

3,,0,000 

'4,5°,000 

7°,000 

7SoOOO 

100000 

23.33.,00 

Procuremen t 
&om Nov .. 

'68-0ct.'69 

3-

3>76.6~9 

2,38.347 

3,296 

2.71.989 

2,49>998 
, , 

~~1,012 , 

3.°3.469 

4>36,768 

~8,.zo1 

103'9' 

".SI2 
1,*' 

:1I.12.6Z6 
1 • ; 



M4iu .. 
MYsore, 

Andhra Pradesh 

Haryana 

Punlab • 

Uttar PrIdelh 

TOTAL 

,""'M 
Madhya Pradesh 

2 

.GMND T.oTAL 

".!IS 

3 , 4 

1,000 709 

1,000 

5,000 105 
" 

20.000 64'352 

20,000 29,873 --..... -., .. ,----
. 41,0010 95,039 ------., •. ,--p----

1\ .. I 

. , 
24,80.5~. 23,10,336 

--------------------~------~--~------~--~----~,~;~,~! 
Percentale of procurement: 
Sh~rtf~t: ,.,.' L I 

93'1 % 
:'" 

"9% 

III.-Procur..melt' of KIuJri/ Gra;,u from NOV."w.r,1969-Octo/1er, 1970 IIIId FCI tart'" 
, jix,d ,1Nr,qf 'ibid ,Iu "''''''111' qf Acmew;",It' . ' 

(FIJUresln '000 tonnes) 
I - \" ., 

S. State. Targets Procuremcat Percentale 
No. 

r 2 3 4 5 

Ria & PacfIb> ill ""'"' oj "'" 
I. Andhra Pradesh 290 169 
2.' TamU NIIhs 170 183 
3. Mysore 
4. Orisl. 300 ;99 
5. Punjab 2,0 360 
6. Haryana 150 225 
7. Madhya Pradesh 375 ~7 

B, West Den,al 450 411 
9. AuIDl 100 60 

10. Pondicberry 10 S 
11. Bihar 35 13 
12. Uttar Pradesh 100 99 

TOTAL 2230 2191 98'25% 



· !116 , ~, 

------------------------------------------------_.--------
2 3 4 

Progressive total of rice and paddy for Tamil Naldu, Pandicherry and Puniab/HWr-
yana are from October, 1969. 

!Iowa, 
I. Madhya Pradesh '0 

2. MYaore Neg 

TOTAL SO Neg 

Maj., 
t. Haryana 10 Ne. 
2. Himachal Pradesh ·Neg. 
~ Punjab· • 60 55 ... U.T. Chandigarh Neg 
5. Uttar Pradesh . 60 Neg 
6. Raja,than 5 
7. My,ore 2 

TOTAL 137 55 

Progressive total of Maize for Punjab/Haryana/U.T. Chandigarh are 
from October, 1969. 

Bajra 
I. Harylna 4 
2. Punjab tI 
3· Rajaathan 12 Neg. 

TOTAL 12 IS 
Pulus 

I, Rajasthan (Moon a) 2'5 O'S 
2. Rajasthan (Urad) 0'1 

TOTAL 2'S o·~ 

GRAND TOTAL. a4!l'S aMI" 

Percentage of pro<:W'lIIIIIIlt : 
Shortfall : 

40'14% 

125% 
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~~,J.X~' ~, 
(Vid, Para'9,21) 

Crf'~t brttJlup 0/ totai Amott"t j srtbfidy paid dur;., t'" YIim 
(Ra. Amount in crores) 

------ -~----------. --------- -----------
Name of grain 

Wheat imported 
Wheat indigenous 
Rice imported 
Rice indigenoue 

MI~o 

Maize 
Jowar 

-12'10 

-I'2S & 
(on lIQCOuut) 

-1'25 -12'10 

(+) Gain-
(-) LOItI 

& p:rca.ilu W·t~ yc~r,1-96,-(l~ } 
1966-61 

@lls,8 crora peltliD''''dIe~1'96'8-69 

201 

1969-70 

-2I'17@ 
-8'79 
+4'00 

~2'03 

-1'85 
~'81 

197Q-71 ~971-72 
(A.prlT & May 

- 71) 

-7'08· 
+1'44 
~'40 

-"'OS 

-12'45 % 
(on account) 

-18'54 

'-j-J' 83 
-9'S4 
+0'46 
40'11 

Paid RI, 17'98 PaidR" 6 
crores only crorCli only 

• .0 '53 crore. J)ertaln to the year 1968-69 
% Pef~~' to the year 1968-69 

and i. tor all'grains againlt the claim 
of 16'26 c:ro~", 



APPENDIX VB 

SummCZTJI of main conclU8ionslRecommencktion8 
---------. __ .-

SI. Preference to 
No. ~No. in 

the Report 

1 2 

Summary of c)nclusions and 
Recommendations. 

3 
----- ---------

1 1.10 

2 2.15 

The Committee note that the activities of 
the Food Corporation of India cover all the States 
except the State of Jammu & Kashmir. The 
question of extending some of the functions of 
the Corporation to the State of Jammu &: Kash-
mir is stated to be still under the consideratloa 
of the Government of India. The Committee 
recommend that a decision in this regard should-
be taken soon to enable the Corporation to ope-
rate in that State and ensure remunerative prices 
to growers and sustained supply of foodgrains at 
reasonable prices to consumers. The Corporation-
should be permitted to undertake the storage .If 
well as procurement work in the State of Jammu 
&: Kashmir on the same lines as in other States. 

The Committee find that the Food Corpora-
tion of India have got one full time Chairman 
and one full time Managing Director as provided 
for in Section 7 (1) of the Food Corporation Act, 
1964. In their Report on Public Sector Under-
takings, the Administrative Reforms Commission 
had recommended that a Board of Management 
of the Public Sector Corporation should have a 
full time Chairman-cum--Managing Director. The 
Government considered that recommendation 
and decided that as a rule there should be fuD 
time Chairman-cum-Managing Director and iu 
exceptional cases where the Chairman mil:!ht be 
only a part time one, there should be a full time-

202 



1 

1"1 ' 

2 

203 

3 

Managing Director. The Committee recommend 
that Governznent should explore the possibility 
and study the feasibility of combining the posts 
of Chairman and Managing Director of the Food 
Corporation of India in pursuance of their own 
decision. 

2.7 The Committee also find that since the 
inception of Food Corporation of India in 1965, 
the post of Managing Director has changed hands 
thrice and the post of Chairman has been held 
by four different persons so far during six years 
of working of the Corporation. The Committee 
feel that such frequent changes at the top level 
of an Undertaking engaged in country-wide ope-
rations in essential foodgrains are not conducive 
to efficient management. The Committee, there-
fore, urge that Government should discourage 
such frequent changes at the top level of manage-
ment. 

2.23 The Food Corporation of India was set up 
at a time when the country was faced with 
shortage of foodgrains and there was imperative 
need for building up buffer stock primarily from 
impPl"ted foodgrains to meet any contingency. 
Now .that India has become practically self-
reUant in foodgram., the main emphasis in the 
operations Qfthe CofPOl'ation will have to be on 
price sup~rt me~ures to benefit the producer 
sa 8J to sustain .h~ enthusiasm for increased pro-
duction. It ·i8 equally important that foodgrains 
should . be made· available through fair price 
shops, particulady te the weaker sections of I the 
society at reasOll8ble .prices. This twin objective 
can be aehieved .on1y if the overheads incurred 
by the Corporation in the .handling operations are 
kept to the minimum by organising its activit.ies 
in a most .efficient and rational manner. Now 
that· the Corporation. has been functioninll for 

. several years and there is a new trend discernible 
.. _-- .. _--_ .. -~-. -.- . __ .- ._._---. -.----- ._- --.. -----



------------ ------ -------- --' --," ,-.. ~---

1 2 3 --- ---~-~---,-----.------,----,,---

5 3.10 

6 S.H' 

_·.u. 

. .' 
~....,....-

1.... 1'" ... 
~ -....-...-

t -

in the .range .and scope of its functions, the Com-
mittee would like Government to have its orga-· 
nisation and. working critically examined early 
with a view to 'reduce handling charges. 

) 

The Committee find that since 1967 there had 
been shortfalls in achievement of targets of pro-
r.urement ranging from 6to 12 per cent despite 

. the fact that Government 'had ,been keeping a 
watch on the progress of procurement in more 
than one' way and takitlg remedial measures as 
'lnd when problems arose. The Committee feel 
that whenever shortfalls in achievement of tar-
gets of procurement occur beyond a certain level 
;n future, an investigation should invariably be 
f'arried out by Government to find out what had 
~aused these shortfalls and devise remedial 
llleasures for future. 

'The Committee are conscious of the fact that 
;food is a co~urrenf stlbj'ect under the Constitu-
tion and hence the proeurement policy had to be 
t1~cided by the State Governments keeping in 
..,iew the loeaicdnditions, in consultation with 
the Central Government. The Committee, how-
ever, recommend tbat' Celltral GOvernment should 
utili~ the forum of 'CHief Ministers' Conferences: 
and urge upon the State Governments to evolve 
their proeurement poHcfes on a stable basis so 
'that changes from year to year or even during the 
course of a year inmeh poHcies are obviated. 
The COJIlmitteeare of the view that stability In 
procurement policies is vital for effective imple-
mentation of f06dpol1cy. It is to.be achieved by 
the Central GoWrnm~ntand the State Govern-
ments by JIlutual consultjtion and above alI by 
making the o\'J'erations of the Food Corporation 
so eft\cient anI:! economic itt the field as to win the 
colifidenee of th~ agriet1l:turlst, the conSumer and 
the local authorities. 

-------------______ 0-_------__ _ 
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1 2 3 
-~--,.------ - .. ----------

7 3.~ 

8 ~.30 

The Committee are perturbed to find that 
FeI's direct procurement of Food Grains from 
farmers had been so low that it ranged between-
0.1 to 3.4 per cent of the total procurement during 
the last three years. The Committee also find 
that 'the current - involvement of cooperatives 
is only 25 per cent of total procurement. Thi!t 
involvement is not adequate. The Committee are 
glad to learn, that the Government have agreed 
to increase the involvement of cooperatives in a 
plteaed manner i.n the years to com&. The Com-
mittee feel that~ the Cooperative moveqtent is 
to make any significant advance in the area of 
procurement of foodgrain,s, its involvement 
should be stepped up from year to year on a pro-
gramme basis. The Committee would like the 
Government/Food Corporation of India to- draw 
up a detailed plan of action for "Rabi" and "Kha-
rif' from year to year, to achieve this objective. 
Where the cooperatives are not functioning, 
direct purchase centres may be got opened in 
consultatiOn. with State Governments so as to 
procure the foodgrains directly from the produ-
cers without the interventi<1n of "Arht,iQs" and 
other middlemen. 

The Committee note that procurement of 
wheat and rice in varioUs States is at present 
being dc;me by multiplicity of agencies, namely, 
tht State Governments, Food Corporation of 
india and Marketing Societies/Federations, etc. 
The Co~ttee feel that if procurement opera-
tio])s !iTe handled' by a multiplicity of agencies it 
we-s bOl\l\d to give rise to problems of coordina-
tion costlier overheads ana what is more, render 
the 'task of 'long term planning difftcult. 'nle 
Coznmitt~, therefOTe. recommend that Govern-
ment shpuld take up this problem with the Chief 
Ministers of various States and' strive to evolve an agr~ pattern 'whf.eh would assure the Food 
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Corporation of India a major role in price sup-
port and buffer stock operations. 

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

The Committee note that some States have 
still not passed the necessary legislation to estab-
liBh regulated markets and that out of 3406 mar-
:kets in the country as many as 1261 are not regu-
lated. The Committee cannot too strongly stress 
the need for establishment of regulated markets 
in all the States for theae are the best means of 
assuring a fair deal to the farmer as also facili-
tate the task of any Government agency like the 
Food Corporation of India to procure foocigrains 
in well regulated conditions. The Committee 
also wish to draw in this connection attention of 
Government to the recommendation made by the 
Estimates Committee '(1960-61) in para 77 of 
their 129th Report on the Directorate of Market-
ing and Inspection (Ministry of Food and Agri-
culture), wherein it was stressed that (i) States 
which had not enacted .legislation for regulation 
of markets should be persuaded to do so; (if) 
constitution of Market Committee should be uni-
fannj (iii) representation of growers in market 
Committees should not be less than 50 per cent; 
(Iv) rates for various Commodities should 
be widely disseminated among producers, and 
(v) gradiQ' facilities should be provided to make 
the prC)ducers quality conscious. The Committee 
would IQ[~ concerted measures to be taken to 
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achieve these objectives in the interest of the 
producer. 

The Committee need hardly stress that mar-
keting intelligence is the key to market opera-
tions and therefore no pains should be spared in 
making it as precise and as realistic as possible. 
At the Conference on Agricultural Marketing 
held at New Delhi in September, 1969, the Eco-
nomics and Statistics Adviser had conceded the 
viewpoint of representatives of State Govern-
ments that the information that was disseminated 
was often out of date and lacked precision, as it 
was for the Fair Average Quality. The Com-
mittee, recommend that Government should 
coordinate and streamline the market intelligence 
operations of the Economics and Statistical Wing 
and the Food Corporation of India in consulta-
tion with the State Governments so that the 
feeling among some State Governments that 
market intelligence machinery was not equal to 
the task expected of it was removed and what is 
more the market intelligence served as a reliable 
basis of planning procurement operations by the 
Food CorporatIon. 

The Committee recommend that Advisory 
Committees may be set up at local or mandi 
level so that matters of local interest may be re-
solved in consultation with representatives of all 
concerned by producers, cooperatives etc. 

The Committee are happy to note that the 
target of bufter stock of 5 million tonnes of food-
grains by the end of the Fourth Five Year Plan 
ftxed by the Central Government has already 
been achieved because the present stock of food-
grains with the Government is stated to be about 
81 million tonnes which includes an operational 
~toek of 2l million tonnes . 

. - .-_"----------_ .. _ .... __ ._----
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The Co~ttee are ,glad to note that the' 
Expert Committee· :qpai,qed by the Planning 
Commission and consisting of representatives of 
the Pl~n.iAg Commission, Ministries of Agricul-
ture, Finance, RaliJ:way Board, Food Corporation~ 
e~c. had carried 01l1t asretematic assessment of 
country's requirements for storage during the 
Fourth Five Year Plan. The Committee hope 
that th~rasSe8Sment will serve as a guide for 
Government and the Food Corporation of India 
for drawing up a .programme for augmentation 
of storage capacity. The Committee recommend 
that while drawing upa programme for aug-
menta.t.ion <0f storage capacity in the country, the-
poil'lt up to which storage would be absolutely 
n~s8aryand beYOll1d which the money locked 
up in storage would be counter-productive should 
be c81'efultyGletermined. The Committee find 
tilet if past eKPE!rience is any gUide wheat vir-
tually "cascades" into mandis in wheat producing 
·States and hIlS to be bought at support prices. 
ThifJ naturally creates ptlCllblems of storage and' 
transportation. 

The Committee feel that perhaps 'the best way 
is to encourage provision of warehouses and 
storage accommodation by the co-operative' 
societies in agriculturally surplus areas S,Q that 
it achieves the dual purpose of providing staying 
power to the farmer and regulating the flow of 
the food-grains into the market. The spare-
storage capacity could be utilised for otner grains 
also depending on the seasonal· requirements. 
The COl)lRlittee woukl,: .tb.erefore, urge Govt. to 
give encouragement to co-operative societies to-
.t up modern storage facilities which are free 
from.- rOdent and other pests and would serve 
.best tile .mterestsof ~ producers and the people 
at large. Goveinmentahould also exercise neces-
sary vigilance .in thelGrmative years to ensure' 
that the producers get dependable storage ser-

._---------
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vices, free tram any tluBpiciQn of malpractices or 
mismanagement. G<lvernment/Food Corporation 
of India .hould also develop in the light of their 
i!Kperience aDd. :In eonsultation with Research 
Institutions design and. specifications for storage 
whic:h iN<>uld meet-best the requirements of co-
operati\"e societies. 

During evidence it was admitted by the 
official representatives of the Ministry that some 
of the storage accommodation in the country was 
1'1ot of the requisite standard. The Committee 
wish to strel!lS that whatever additional storage 
capacity is created under the Fourth Five Year 
Plan Qr subsequent Plans, it should be bastd on 
the most modern scientific techniques and should 
be equipped with latest facilities to prevent 
damage offoodgrains during storage and to en-
I\U"e l'DOI!It eeonomie handling. 

The Committee understand that the latest 
trend is to provide bulk storage structures like 
Si1Q8 and Bins altho~gh the capital costs of bulk 
storage may not compare favourably with the 

i present .ys1Iem of etorage in bags. The openting 
. costs are lower in tfte case of bulk storage with 
tee 1IaldeC! lacivlIIltage of better preservation of 
,IIaiJlS. F« taking up proposals for ronstruction 
.f·.no storage, '. '8etaUed feasibility study would' 
·be ft8C!e8I8iy to 'examine what other comple-
alentary fac11itiesare t1ecessary to be provided 
.. "MaadiIJ" and -elsewMre in order to ensure 
thlltworidng mailets ·w" efficient and economi-

, cal. Tht! CcHIlmietee are of the view that it is 
\better to apend ~ on scientific storage now 
tIran aoseyear tafW ,..ar by allowing wide-
.... 4 damage tof6tx:lantns owing to faulty and" 
W1InodId' storage tlY8f.em. 

The Committee feel that tlie view expressed 
at the Seventh Asta-Paclftc Food Production Con-
ference held in January, 1971 In New Delhi that 
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colossal wastage of foodgrains due to inadequacy 
of transport and storage facilities can be pre-
vented by setting up a chain of "Portable Ware-
houses" in the country deserves a close s~udy by 
Government. The Committee recommend that 
feasibility studies should be carried out to deter-
mine whether it would be advantageous and if 
so to what extent, to introduce portable ware-
houses in the country to cater for the require-
ments of _peak periods. 

The Committee regret to note that Crash 
Programme had failed to correct regional im-
balances in the creation of storage capacity and 
that even now the Corporation had to resort to 
storage of stocks in the open which carried with 
it attendant risks of pilferage and damage due to 
vagaries of weather. The Committee, therefore, 
recommend that Government should draw up 
future programme of augmentation of storage 
capacity with an eye on correction of regional 
imbalances and keeping in view the field expe-
rience gained by the Food Corporation of India. 

The Committee are of the view that in order 
to achieve efficiency in operation and ensure 
greater utilisation of storage capacity, coordina-
tion has to be secured not only at the Centre but 
at the State level between various agencies in-
cluding the State Govemments, State Warehous-
ing Corporations and Co-operatives on the one 
hand and the Food Corporation of India, Central 
Warehousing Corporation and the Railways on 
the other. The Committee are glad to note that 
in order to ensure coordination among various 
agencies like the Food Corporation of India, Cen-
tral Warehousinll Corporation. State Govern-
ments etc., the State Governments of Andhra. 
Mysore. Kerala, Madbya Pt-adesh. Puniab. Maha-
rashtra, Haryana, Oriss~. Qujarat. Assam. West 

_. _._-- ------.- -.•. _------- ----- -.-. . 
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Bengal, Tripura and' Manipur have already form-
ed Storage Committees. They hope that the 
remaining State Governments of Tamil Nadu~. 
Rajasthan and Bihar would also form such com-
mittees 800n and thus help in tackling the prob-· 
lem of storage on rational lines. 

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

The Committee find that the utilisation of 
godowns on gross capacity ,has improved from 
52 per cent in 1965 .. 66 to 77 per cent in 1971-7Z: 
(April-June). On usable capacity, the utilisatior1'. 
was 58 per cent in 1965-66 but in 1971-72 (Apri!-
June) it has gone up to 86 per cent. Though! 
sOme improvement in the utilisation of godowns 
over the years is thus discernable, the Committee 
cannot regard the present level of utilisation 8S 

the optimum one. It is rather strange that (In 
the one hand it is said that storage capacity in 
the country is inadequate' to oater to the growing 
needs of the country but on the other hand one 
finds the utilisation of existing capacity as only 
77 per cent of gr98S' capacity and 86 per cent of 
usable capacity.' It appears tnat Government and 
the Food Corporation of India are not giving adp.-
quate attention to the problem of optimum utili-
sation ot existing storage capacity in the countr.v. 
Optimum utilisation of stoFage capacity at pro-
curement centres and consumption points cannot 
be ensured without evolving an integrated 
pattern for procurement, movement. stora~e and 
distribution after a clOlle study of full conditions. 
The Committee, therefore, strongly recommend 
that Concrete measures airtle(! at optimum utili-
sation of storage capacity should be evolved and 
given effect to. 
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T~ Col\lDU.ttee.reco.mmelld that Government 
Iho\.\14 . \IQ..r~alIe a. c;:omparaiive study of opere.-
1i.9o.al ~C)6ts, of gQt10wn management of the Food 
Corpora.tion of ~, CeQ.at Warehousing Cor-
po,ratM aDO other agew:ie& engaged in th'o: 
C0DstrtuctioD. and maintenance of godowns in th~. 
country so as to evolve norms for guidance of 
various agencies. Unless these norms are evolv-
ed, the Committee cannot see as to how the cost. 
of storage of the Food Corporation of India or 
for th~t nl.lltte.r any other agency can be adjudged 
as reasonable or excessi've. 

The Committee would like this comparative 
study to be ~ertaken without further delay. 
The. Committee need hardly stress that in the 
light e>f. UlJIJ· compantive study remedial action 
JBU be ,tilt •. to redl}Ce the cost of construction 
88 well .. o.f mai.,tenanee of godowns so that 
overhacis op food handling and storage by th~ 
Food C<»,poration of India .are reduced to the 

·minimum, in the intereet of consumers. 

The Co~ittee tmd that the Food Corpora-
tion of lJ1d~ 8U.~ed a total storage loss of 
Rs. 21.96 c:rores dunng 1966-67 to 1970-71 (5 
y,*,s). The Cemrnitiee aPe not impressed with 
the plea that viewed against the total turnover, 
tbese losses were llot .large. By themselves, 
th~e IJ,to~ale l~et. ~.,..bl!tantial and they cRll 
tor .... raen*,,~elec:tive st~ to minimise such 
~ •. TIle C~U_ ~lr1mend that every c" .. eI: ._.~ M. wWcl\ it, la excess of the norm 
should be thoroughly inve.tigated with a view to 
ftndinl{ wt the e~,~~ r.lWIO~ for the loss and 
t.kin~ remedial meaaures. Investigation Into 
stonge loaees should be undertaken promptly 
beoaUie if )t was tRken i~ bltnd after a lat)"lp r,f 
at)13~ifJak U'JiIIA: ~M 'V1'!l"V 1JUTOose of IIuch 1,,-
veftiJrMien to olusr looobo1et would be defeated. 
~ tM. ~ ~ .~ would also evade 

, ,. 
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responsibility. Norms for storage losses should 
be the lowest and should be so fixed as to leave 
llG scope for .uJlIC.I1upulous. elements to take ad-
v;antage of b.i.gh norms and remove the food-
graina. l'bette is also a clear need to intensify 
vigilanee ",d surprise c&ecks at the various load-
ing, unload~ and weighment points. The 
Committ" need hardly point out that if res-
polIlsibility for swrage 108. is fixed In every case, 
where the 10$8 exeeeds tJae norms, and deterrent 
action is taken against those found guilty, it will 
have salutary eftect in bringing down the 
.storage losees. 

4.5.1 The Commit~ note that as on 91-10-71 the 

4.58 

Food Corpora·tion of India had hired storage 
capacity of 6.11 lakh tonnes from the State Gov-
enmlents and 20.05 lakh tonnes from private 
peru.. Since the Food Corporation is heavily 
dependent on private parties at present for 
godown accommodation, the Committee feel that 
every caN should be exerciRd By the Food Cor-
poration to ensure that the accommodation to be 
taken over or already taken over by them is 
made rodent-proof by the owners and that all 
necessary alterations and repairs are carried out 
efflctently to obviate chances of damage to fr.-od-
grains due, to rainlf or flood waters. 

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

The Committee are perturbed to note that 
there had been as many as 241 cases of thefts! 
pUferages at the goaownJ of the Food Corpc·ra-
tion of India since its inception in 1965 invohing 
a total loss of Rs. 13.08 lakhs. 

--_._-.-_.' - - - ------~---
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The Committee expected Food Corporation of 
India to be seriously eftrcised about the matter 
and spare no effort to get an officer whose ser-
vices would be available on an assured basis for 
a length of time so that all loopholes in the 
existing system. which gave rise to thefts and 
pilfer ages were identified and effective remedial 
measures taken to plug them. The Committee 
are therefore not able to appreciate how tht> Cor-
poration could persuade itself to employ as 
Manager Security in scale of Rs. 1600--2000 a 
person who was on the verge .of retirement. The 
Committee would .like the Corporation/Govern-
ment to go into the matter and ensurf> thqt an 
officer whose services would be availal,le for a 
length of time and who has proven experience 
and ability in security duties, is appointed tl) the 
post and held responsible for effectively organis-
ing the securit.y measures so as to bring about 
appreciable reduction, if not elimination, of thefts 
from the godowns of the Food Corpora~ion. 

The Committee attach importance to standard 
weighment, stitching and packing of hars so as 
to reduce wastage and losses on these accounts 
to the minimum. The Committee note ~hat the 
present capacity of bags is 100 Kgs. and that the 
labourers are paid an additional incentivp amount 
of 5 per cent for handling these heavv b8~s. The 
Corporation, however, admit that difficulties are 
being experienced by labourers in certain parts 
of the country to carry such heavy loads. Apart 
from the possibility of providing wheel bflrrows 
or trollies to facilitate handling of bags. tbp Com-
mittee would like the Food Corporation of India 
to thorou~hly examine the question of reducin~ 
the weieht of the standard bag keepin« in view-
the trade reauirement", the cost of filUr.a of bailS 
and the difficulties experienced by labourers, etc, 
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The Committee note that from May to July 
1968, .out Q.f 12.36 lakh tonnes of foodgrai'ls trans-
ported from Punjab, Haryana and Andhrs Pra-
desh on Government account from May t(l July 
during 1968, 2.36 lakh tonnes of foodgrnins were 
transported in open wagons. Unfortun~tely there 
were early monsoon rains in the Eastern and 
Western regions where the bulk of despatches 
were concentrated and conaequently 6,741 tvnl1es 
of foodgrairu; got wet and were rendered unfit 
for human consumption. The Dave Committee 
which investigated into the damages to food-' 
grains moved in open wagons recommended inter-
alia, that fodgrains shoUld under no circum-
stances be carried in· open wagons without tar-
paulins. The Committee regret that despite Dave 
Committee's recommendation, the Fooo Corpora-
tion used 2,814 open wagons in 1970 of which 467 
wagons were stated to be without tarpaulins. 
During 1971, 14,336 open wagons with tarpaulins 
were used. It was found that 58 wagons ~ached 
West Bengal Region and 21 wagons rf'ache" U.P. 
without any tarpaulins. It was explained by the 
Corporation that 'due to early ralnr and late 
harvesting' in 1970 and because of the f~d that 
public ottering of foodgrains was more in 1970 
than in 1969, peak despatches had to he C·lm-
pressed in a much shorter period and rOnRp.quent-
ly movement by open wagons had become 
necessary. The Committee recoinmen" that 
keeping in view the exnetience of 196R "no AS. R 

matter' of abundant. caution. the UCle of open 
wagons should be avoided ih future. ShouM it 
become unavoidable tou~ ()l)en wag,·n owing to 
unforseen reallOn. it should be en!;urp.n that Opf'll 
wa~ons are coverf"d witb tarpaulinR wltnollt '[lil. 
The Committee feel flfat· the CorporAtion cannot. 
~ffOTd to take chances In ·M importnnt mntter 
Wee this. The Committee have been inf'Crmecf 
by the· Mtnistry of Railways that aV1:Iilabllit.:v of 

3489 LS-15. 
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covered wagons has increased from 1,58,083 BG 
and 76,205 MG in 1966 to 1,86,639 BG and 81,841 
upto October, 1971. 

During evidence, the representative of the 
Ministry of Railways (Railway Board) opined 
that 'the danger is 'not that the foC'dgrains are 
moved in open wagons but the detenti'On at ter-
minals is fraught with danger in that they get 
exposed to rains'. The Committee also learnt 

. during evidence that for the last six months or 
so, there had been hold-ups of movement ill the 
Eastern sector. The wagons, it WRS stated, were 
not unl'Oaded in time resulting in delays in the 
return back ·of the wa~ons. The Committee are 
deeply concerned with the problem of hold-up of 
wagons at terminals. Delays in unloading of 
wagons not only result in les!' avpilability of 
wagons for m'Ovement of food~ains in the coun-
try but :tlso create bottlenecks, frustratin,:! the 
very objective of ensurinl! movp.ment of food-
~rains on n planned basis. The Cornmittp.e, there-
fore. recommend that concerted e1!nrt~ ~hould b .. 
made bv the Department of FoodlFc-nrt Corpora-
tion of Inoiq and thp RailwavR to PTlc;urp that 
wa~ons car1"vin~ foodgrainR are not held up en-
route or at terminals to obviate losses by 'wet' 
or pilferage. 

In the Committep's view. smooth movement 
of food~8ins depends to a larlte P"Ctent on how 
well the movement of foodnain51 is planned hv 
the Food CorpOration of India in coordination 
with the Railwavs. The Committee recommend 
that while prepannl! Movement Plans. the aim 
should be to ~pread out movement of fnoo,:rrl'l'nc; 
thT'ou~liout tlie vPllr 0::0 11"1 to I'Iv::Iil of ::,'0C;r>~ 
wallon!! for safi> trRniltnnrt Now that th", 1I'nl"d 
Co1"t)oration of InniR I~ovp",mp."~ h~w' anennnt .. 
storal!.- Nmacitv nt t.hpiT' n;c::Tlnc:~l Ih'" hlc:k "M'1'''' 
not prove fromldable and it should be no~sihle 
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to draw up integral plan for procurement, move-
ment and storage on the basis of well verified 
data. 

The Committee find that the Food Corpora-
tion of India "have been moving larger quantities 
of food grains by road particularly from Haryana 
toD~lhi.. The quantity of foodgl'ains moved by 
road into Delhi was 23,881 tonnes in 1968-69, 
39,684 tonnes in 1969-70 and 57,255 tonnes in 1970-
71. The Committee recommend that a compre-
hensive study be undertaken to determine break-
even point between the cost of rnad transporta-
tion and cost of movement of food grains by rail 
for various regions in the country. Any enlarge-
ment of the scope of movement (Jf foodgrains by 
road should depend on the results of such study 
and availablIity of spare capacity on the Railways 
to undertake the transport expeditiously and in 
time. 

The Committee note that losses of food grains 
in transit had been rising steadily from 1.13 per 
cent of the quantity moved in 1965-66 to 1.58 per 
cent in 1966-67 and 1.76 per cent in 1967-68 until 
1968-69 wh'2n such losses reached an all time high 
at 3.26 per cent. The Committee also note that 
subsequently, the Corporation had been able to 
arrest the risin~ trend of transit losses in close co-
ordination with Railwavs. In 1969-70 transit loss-
es were brought down to 1.4 per cent and it is esti-
mated that these ]m;ses may be only 1.23 per cent 
during 197()"71. The CommitteE" welcome the 
efforts made by the Food Corp"ration of India 
and the Railways to bring doV"n these lOHRP!; 

under control. The Committf'!'. however. feel 
that scope for further reduction of tr~n!lft lOSIIe/! 

still exists. Vil!orous efforts Rrp CRlled for to 
minimise the transit losses. With this end fn 

~,----------------.------------~~------------------. 
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view, the Committee recommend the adoption of 
the following meMW'es:-

(1) bagging, stitching Mid ·weighment should 
be done with utmost care to avoid spil-
le,ge of foodgraimJ. Use of non-standar. 
diaed bags should ·be eliminated. Same 
types of scales for weighment may be 
used at loading ,and unloading points; 

(it) loading Bnd unloading operations 
should be supervised by responsible om-
cials O'f the Corporation and the Rail-
ways ~ause if the loading is done in a 
careless manner no amount of en route 
checks would be able to prevent these 
losses; 

(iii) with the improvement in the ~vanabi­
lity of covered wagons with the Rail-
ways. use of open wagons should be 
reBnrted to only in exceptional circums-
tances and after making stlre that ne-
ces88ry provision for covering these 
wagons securely with tarpaulins and 
safe escort would be there; 

(iv) en route checks be intensified by the 
Railways to plug leakage oJ foodgrains 
ana to en1'lure that tat"pauHns remain in 
position and are not ~moved by' unscru-

. pIous people; 

(v) en route- surprise checks be carried out 
to ensure obHrvanee of instructions; 
and 

(Vi) set'urlty arrangements be augmented to 
avoid pilferage of 'foodgrains at loading 
and unloading points and. Railway yards. 
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The Committee are glad to note that Food 
Corporation 6f India had entrusted the task of 
preparing a Wheat Movement Plan for 1970-71 to 
an expert body like the National Council of Ap-
plied ~onomic Research. This was no doubt a 
step in the right direction. The Committee hope 
that the reconuD.endations made by the Council 
for ratio~lisatiori of wheat movement would 
continue to guide the Corporation in evolving 
movement plans for futUre years. 

The Committee find that the National Coun. 
cil (jf Applied Economic Research had suggested 
improvement in the system of tele-communication 
including the installation of teleprinters in the 
Food Corporation of India in the context of prob-
lem of transportation of foodgrains. The Corpo-
ration, however, are not in favour of its introduc-
tion because utility of the communications will 
in their view have to be seen not only with re-
ference to its orientation in terms of limited 
transportation problem during the peak "Rabi" 
$e~son but also with regard t<J purchase and sale 
operations in a free market when the Corporation 
will necessarily have to take snap decisions on 
the basis of day-to-day ftuctuations in market pri-
c~. Moreover, installation of teleprlntersltelex 
at the impo~tant producing and receiving cen-
tres would involve extra investment which, the 
Corporation feel, may not be commt"nsurate with 
the advantages claimed. While it is true that in-
stallation of teleprinters/telex involve expendi-
ture, the. CommittPe w'{JUld Uke the Corporation 
to re-examine the matter in the light of the fol-
lowing tacts:-

(1) FOT a country-wide Organisation Uke 
F, C . I. reliable and qUick means of com-
munication are an essential tool; 
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(ii) teleprinter I telex would naturally reduce 
heavy expenditure at present spent on 
trunk telephones; . 

(iii) the investment on telex I teleprinters may 
be reduced to the minimum necessary in 
consultation with Directorate of Tele-
graphs. To begin with.only the most vital 
points where fast communications are a 
"must" may bec6nnected by telexltele-
printers and the position reviewed in the 
light of experience. 

The Committee note that at the .Conference 
of the Chief Ministers of the States held in New 
Delhi in October, 1971, need was felt for further 
strengthening of the public distribution system, 
particularly in rural and inaccessible areas. The 
Committee a190' note that as a follow up measure, 
the Ministry of Agriculture (Department of 
Food) have requested the State Governments to 
"review the position in different areas of their 
State and keep arrangements ready for enlarging 
the fair price distribution system and extending 
it to areas where it d'o'es' not exist at present, so 
that the system may sta1't wo~king immediately 
when need is felt for it in any particular area." 
The Committee arc aware of complaints some., 
times voiced in the Press that fair price shops in 
the rural areas hardly function and where they 
do, the quantum of ration available is insufficient. 
The CQ'mmittee have no doubt that in extending 
the system to rural areas and inaccessible areas 
in States, Govemmentwould take into account 
tJte difficulties being experienced by weaker sec-
tions of consumers in rural areas. The Commit-
tee desire that in the event of enlargement ot the 
public distribution system' to"rural and tna-c~s8i­
ble areas in vari'ous States, the Food Corporation 
of India would make· special efforts to feed the 
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public distribution system in such areas with as-
sured. supply of foodgrains at a reasonable price. 

The Committee note that sometime back the 
'Government of India hadiluggested to various 
State GWernments that the Food Corporation of 
India shoUld be given the responsibility for whole-
sale distribution of foodgrains also, so that by 
taking on this additional work and using its staff, 
which did not have much work during the non-
procurement seasons, the Corporation could re-
duce its overheads and thereby both procurement 
and distribution could be done a little cheaper 
than otherwise. The Committee have been in-
formed that Government are examining this mat-
ter and a policy decision will be taken by them 
soon. The Committee would like Government to 
expedite their decision. The Committee WO'Uld, 
however, like to stress that the approach should 
be for finding greater utilisation of staff already 
on the pay rolls of Food Corporation of India and 
not to add to them in the name of additional res-
ponsibilities taken over from States. As recom-
mended elsewhere in the Report, there is a pres-
sing need to reduce the burden of overheads, 
which are borne largely by the consumer and ex-
chequer. Moreover, Government should keep in 
mind the fact that with growing abundance of 
foodgrains in the CO'Wltry the need for regula-
tory measures and extensive distribution agency 
may in course of time come to be reduced. 

As far as the internal distribution of foodgrains 
in the States is concerned, it is and sh<nlld con-
tinue to be the primary responsibility of the res-
Pective State Govemments. The State Govern-
ments have a civil supplies organisation which is 
expected to handle t~s work. There should, 
therefore, be no question of transfer of internal 
distribution work to the Corooration alongwith 
the &taft concemed in any State. 
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The Committee recommend that the present 
system of sale of foodgrains may be reviewed ·to 
see how it could be improvect so as not to dis-
courage small and bona-fide traders.' 

One of the main grievance voiced before the 
Committee by a Federation of the Roller Flour 
Millers was that millers had to buy all their re-
quirements of wheat from the Food Corporation 
of India and that even when open ·market prices 
of wheat were less than the C'O'rporation's prices 
they could not take advantage of the reduced 
open market prices. During evidence the omcial 
representative of the Ministry of Agriclllture 
(Department of Food) informed the Committee 
that the ban on the Roller Flour Millers to pur-
chase their requirements from open market had 
since been lifted and now if a Miller did not want 
supplies from Government, he was free to pur-
chase 100 per cent of the required grain from the 
open market but if a Miller still wanted supply 
from Government he can buy only upto 30 per 
cent from the open market. While the Commit-
tee hope that this relaxation will remove the main 
grievance of the Roller Flour Millers, the Com-
mittee wish too' invite attention of Government· to 
the need to ensure that whatever quantities of 
wheat are sold by the Corporation to the Roller 
Flour Millers at a fixed price are in fact milled 
into Atta and are not surreptitiously sold in the 
market in order to earn profits without rendering 
any service to the consumers of Atta. 

The Committee are unhappy to note that the 
demurrage incurred by the Food Corporation on 
foodgratns and fertilisers had shot up 
from Rs. a.28 lakhs in 1965-66 to ~.: .56 lakhs in 
1969-'10. During 1970-71, demurrage is estimated 
to be Rs. 15.'7& lakhs. While as pointed out by the 
omcial representative of the Ministry, it was 
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true that the Corporatioo had earned more des-
patch money t~ the demurrage iJ;lcurred by it 
each year since 1965-66, the Committee stress that 
there should be unceasin,. effort to so regulate 
flow of imports as to avoid .. bunching of ships at 
ports and unload the foOCilgrains with utmoSl ex· 
pediti'O. IiIO as to earn maximum despatch monf'Y 
and obviate any demurrage. The Committee rt·· 
commend that the Corporation should und&rtake 
a critical investigation of each case of demurragc,; 
asscSi, responsibility for thelapse, and devise con· 
crete remedial measures for future to arrest this 
disturbing trend. 

The Committee find that though the Rice 
Mills Project was approved by Government in 
1967 the location of the last 2 out of 24 rice mills 
was finalised as late as October, 1970. It thus took 
three years to complete ftnalisation of location 
of these Rice Mills. The time taken is obviously 
excessive and it should have been possible to 
finalise the matter with greater sense of urgency. 
The Committee also find that so far it had been 
possible to commissio nonly 16 out 'Of 24 modern 
Rice Mills in the country. The Committee under-
stand that in setting up these Mills, the Corpora-
tion encountered difficulties like delay in acqui-
sition of land, delay in supply of mild steel plates 
required for fabrication of Dryers, parboiling 
tanks and chimneys and special steel plates tor 
boilers etc. The Committee feel that an import-
Hnt project like the Ric~ Mills should have been 
given high priority in allocation of steel, fabri-
cation of parts and acquisition of land 10 as to 
make the Mills operative with the least possible 
deliay. 

The Committee find that according to the lo-
cations finalised by F. C . I. for setting up modern 
mills, tbe States of Tamil Nadu. Andhra Pradesh 
and West Bengal will have 4 rice mUls each, the 
State of Orissa will have 3 rice mills. the State of 
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Assam, Bihar and Punjab will have 2 rice mills 
each, and the States of U. P " Haryana and Ke-
rala will have one rice,nillieach. There would be 
nvrice mill in Madhya· Pradesh. During evidence 
the oftlcial representatives of the Ministry stated 
that one reason why no rice mill was located in 
M.P. was that there were already a large num-
ber of private mills there. Stating that efforts 
were being made to get rice milling in that State 
unaer the Cooperative Department's activity, the 
ofticialrepresentative assured the Committee, "but 
if it is considered necessary, we will certainly see 
tha~ the rice mills were set up there." The Com-
mitee ,~eel that the Corporation should make a 
careful re-assessment of the requirement of rice 
mills in the States Q,Ot given adequate attention 
in the pl~m of location of rice mills hitherto (e.g. 
M.P., U.P., and other rice producing States). Th€ 
plea that large number of private rice mills exist 
in a State is not a convincing argument. The ' 
Committee feel that no chances be taken with 
private mills and hence the Corporation should 
decide soon to locate rice mills in such States SCI 
that there is healthy competition between private 
and public rice mill~ or to break the monopoly of 
the private mills as they might misbehave any 
time. 

The Committee note that in the original Pro-
ject Re'pOrt submitted to Government, additional 
out-turn of rice mills taken into account for de-
termining the econ·omic viability of all the 24 rice 
mills was only 2 per cent. The Committee have 
been informed by the Ministry of Agriculture 
that the return on capital was expected to be 
41.37 per certt, 23.78 per cent and 12.06 per cent 
at 100 per cent, 70 per cent and 50 per cent capa-
city utilization. In other words, the key to en-
sure adequate return on capital and profitability 
<:If this venture depended on whether and if so 
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to what extent, the Corporation was able to uti-
Hie the capacity of these lI'ice mills. The Com-
mittee hav~ no doubt that knowing as they do 
this fact, the Corporati-an and the Government 
would do thei.r utmost to see that these mills ope-
rate at their full capacity and look after the in-
terests of the. growers al$o. 

The Committee would like Government/Food 
C,?rporation of India to keep a close watch, on 
~e financial result~of w:orking of the Rice Mills 
$0 as toabviate losse". 

The Committee note that out of 67,100 rice 
mills in the country as on 1-1-1970 only 665 rice 
mills have been installed in the cooperative sec-

. tor. The Committee are of the view that Govern-
ment should publicise the salient features of the 
modern rice mills and their attendant advantages 
to encourage the cooperative sectO'r to set up mo-
dern rice mills in the country. The Committee 
have an impression that not a few of the mal-
practices obtaining in rice trade are traceable to 
the private rice mills. The Committee consider 
that Government and Food Corporation should 
exercise great vigil.ance in their dealings with 
the rice mills so that there is no scope for any 
surreptitious.leakage 'or diversion of rice contrary 
to orders and that in no case trade indulges in 
charging an unconsci'O'11ably high price from the 
consumers particularly those coming from weaker 
sections of society. 

The Committee are unhappy that the Rice 
Dryers were not properly'located in the first inst-
ance and that additional expenditure would be in-
curred on their shifting. The Committee are con-

--_._----_ ... -_._-._- -------------------
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cemed. that a heavy investment of Rs. 1.11 crores 
should have been made without trying out the 
dryers on a pilot scale in the field. The Com-
mittee would like Food Corporation of India to 
keep a close watch on the working of the dryers 
so as to ensure their maximum use and obviate 
any loses. 

The Committee would like the Corporation 
to carefully ~v81uate the working of the MaiZe 
dryer at Khanna (Punjab) before installing addi-
tional dryers. 

The Committee find that since July, 1967 
Food CorpO'ration of India had so far produced 
62,030 tonnes of 'Balahar' and Mill Atta fortified 
by it since 1970 was 42,012 tonnes. The Commit-
tee are convinced that at this rate it will not be 
possible to touch even the fringe of the problem 
of malnutrition and undernutrition in the coun-
try. The Committee are glad that Government 
are conscious of the magnitude of this problem 
~d are considering proposal to expand these pro-
grammes so as to embrace the entire country and 
launch other programmes like setting up of 40 
Nutrition Mobile Extension Units under the 
Fourth Plan, establishment of small scale Bake-
ries, stepping up of rate of production of Mil-
tone, setting up Soya bean and Groundnut ftour 
production plants, development of a weaning 
food utilising vegetable protein, etc. The Com-
mittee have no doubt that keeping in view the 
urgency of combating protein deficiency in the 
daily diet of the people particularly in the weaker 
sections of SOCiety decisions on these proposals 
would be arrived at soon and the approved pro-
grammes w.ould be implemented with speed and 
vigours so as to bring these fortified foods within 
the reach of weaker sections of society. 
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The need f~r a nutrition programme particuJ~ 
arly for· the weaker sections of society hae been 
recognised for decades in our country and a men-
tion about it has also been made in our l"ive 
Year Plans. Now that Government have a coun~ 
try-wide agency in the Food Corporation of India 

. and also adequate stocks, the Committee feel that 
it should not be to;)' difficult to implement in let-
ter and spirit the programme of making available 
nutritious food grains e.g. 'Balahar', fortified 
'atta' etc. at reasonable prices to the weaker sec-
tions of the S'~ciety. The Committee need hardly 
stress that the programme should be so imple-
mented in the field that the benefit reaches the 
weaker members of our society, particularly the 
children. 

The Committee note that the Food Corpora-
tion of India exercised quality control over food-
grains at three vital stages of procurement, stor-
age and processing, and that for this purpose the 
network of laboratories had been considerably 
expanded from 22 laboratories in 1965 to 95 in 
1971. The Committee learnt during evidence that 
there were a few unresolved problems which c~ll­
ed for urgent attention in order to ensure qua-
lity. The first problem which the Chairman of the 
Corporation termed as major one was that des-
pite the fact that FCI had their agency for quality 
inspection, when the State Gm'emment or the 
Marketing Federation passed on stocks to the 
Corporation at the loading points, that is Railway 
Stations, cases had come to notice where such 
stocks were not put up to .the COf1)Oration for 
their inspection. The Committee consider this a 
serious lacuna and would u~ the Centra! Gov~ 
emment to take up all sum eases prOmptly with 
the State Governments concerned. The Commit~ 
tee would like to be informed m the concrete 
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measures taken to ensure that such lacuna in 
quality inspection are rectified. 

Another problem that needed tid be tackled 
was the prepondere~ce of subjectivity in the 
matter of enforc;ement .of quality offOOdgrains. 
It has been represented to the Committee that in 
some cases the officials of the Corporation, who 
were on the spot, rejected the grain offered by 
farmers for sale as being below "fair average 
quality" but when the same grain was purchased 
by the middlemen and offered to the OOTporation, 
it was accepted. This naturally gave rise to sus-

,picion that in such dealing~, the conduct of FCI 
officials was not above board and that it was the 
'subjective judgement of officials 'on the spot which 
.!'~llY mattered, This is what was alleged to have 
happened while purchases ,of ~'Bajra" were made 
in Rajasthan. It was admitted during evidence 
that Government had received such complaints 
from U. P. and Rajasthan and they wer~ looking 
into them. As was hinted during the evidence of 
official representatives, it was just likely that in 
some Ca$es the middleman indulged in the mal-
practice of purchasing the grain from the farmer, 
blending it with the better type of grain and pas-
sing it on to the Corporation as a blended grain. 
The oilicial representative of the Ministry added 
that in Rajasthan, 'Bajra' W,"S -purchased through 
middlemen because the market there was n-crt pro-
perly organised and the ·availability of grain was 
not vf!!ry large. The Committee are of the view 
that it should be pOssible for the Corporation to 
check this malpraticra. The Committee are also 
convinced that if the supervisory staff of the Cor-
poration are alert and vigilant. it shOUld be pos-
sible to introduce a· greater measure of super-
vision >O'n the exercis~ of discretionary authority 

_--- _'_I ____________ w __ . __ ---.-----·---------
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by th~ officials on the spot .. The F. C. I. should 
strive continuously to avoid the entry of middle-
men in the Corporationts purchase of foodgrains. 

The Committee consider. that since the Food 
Corporation of India has been primarily constitu-
ted in the interest of the producer and the consu-
mer it should be its ceaseless endeavour to serve 
both these interests and eliminate the tiiterven. 
tion of middlemen to the max :num extent possi-
ble. In this context, the Committee would urge 
that either the foodgrains should be procured 
directly from the farmer 6f from "collection cen-
tres" which may be organised in cooperation with 
agricultural cooperative societies of standing. 
The Committee a're glad to note that the Food 
q011'oartion of India procured 25 per cent of 
foodgrains in "Rabi" season through cooperatives. 
This trend needs to be greatly accelerated. 
The (Food Corporation may also have their own 
procurement organisations in "Mandis" so that 
the farmers who come there can sell the food-

. grdns directly to them without the intervention 
of any middlemen. In order to inspire in the 
producers a feeling Of confidence in the categori-
sation of food-grains and the prices being paid 
for, them, . the C~mmittee suggest that thE'! Food 
Corporation/local authorities should widely pub-
Ucise ~ grades Of food grains and the prices be-
ing currently paid by the Food Corporation 
amongSt the f&'rmers so that they are encouraged 
to sell their food~a1n dil'ectly to the Corporation 
rather than to 'Arhitia.~' and other middlemen. 
The specifications should, ~ ,so laid down that 
they are readily understandable to a farmer. What 
is eveh mOTE'! impOrtant is that the procP.Sll for 
categorisation should be done f71 sur.h a mannpr as 
to leave no srotJo" fo" any unf,ir or m",lnracti('e tn 
creel> in. The fllrmel'R np.ed mlVTTHmt in C1IRl,. 
The Corporation shOlJld ~nsure that there js quick 
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and prompt payment "on the spot" to the far-
mers for their foodgrains so as to win and sus-
tain their confidence. The Committee consider 
that the !,'ood Corporation should continuously 
endeavour to pass on the benefit of higher prices 
to the producer ~o as to serve one of the primary 
oojectives for which they have been set up. 

The Committee feel unhappy that there 
were complaints hoth from U.P. and Rajasthan 
that foodgrains were purchased not directly from 
the producer hut through the intervention of 
middlemen to the detriment of producers. The 
Committee note that the matter is being thorou-
ghly investigated hy the Corporation. The Com-
mittee would like to be informed of the outcome 
of the investigations and the action taken against 
aU those found responsible for intlulging in any 
unfair or malpractice. 

The Committee expect the large supervisory 
staff which the Corporation has to be alert and 
vigilant in their duties so as to ensure that offi-
cers on the spot render fair service to the pro-', 
ducers and there is no ground for any suspicion 
of malpractice either in grading ~r payment for 
foodgrains or avoidable intervention of middle-
men to the detriment of the producer. 

The Committee note that the procurement 
price of wheat since 1969-70 had been and still 
isRs. 76/- per quintal for all varieties except red 
indigenous variety subject to marginal adjust-
ments in prtee in some States. Marginal inc-rease 
in procurement price may have been just ahout 
sufftelent to cover the higher CO!;t of inputs and 
the general rise in price index. Agricultural 
PrIces Commisison had been recommending low-
ering of the pro('urement price of whel'lt hut the 
Government flnnly stu('k to it!'; view that !;uch 
a step wilJ dampen the !;p;rit of f:'lTmers and 

r 



231 
--------.-----

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

49 9.28 

reduce over all production of foodgrains. The 
Committee agree that farmers must get an incen-
tive price in order to maintain the tempo of green 
revolution. The Committee are equally concern-
ed that the interests of consumer should be fully 
taken care of. Farmers should have the satisfac-
tion that the procurement price not only ade-
quately compensates them for the rise in the cost 
of inputs like fertilizer, power etc. but also leav-
es them with a fair return on their investment. 
and labour. The consumers should have the 
feeling of sharing the glow of green revolution 
by ensuring to them supply of foodgrains at a 
reasonable price. The Committee have no doubt 
that Government would take care of the legiti. 
mate interests of farmers and expectations of 
consumers in fixing the base price for foodgrains. 

The Committee find that since 1965-66 the 
Food Corporation of India has been paid a total 
sum of Rs. 67.98 crores as subsidy by Govern-
ment upto May 1971. Subsidy is mostly paid on 
account of wheat because the economic cost of 
wheat is more than its wholesale issue price. In 
the case of rice, distribution was made at the eco-
nomic cost and consequently the subsidy thereon 
was negligible. During evidence the Committee 
could not get an assurance from the Corporation 
and the Government that the amount of subsidy 
would decline' in the years to come. On the 
other hand, the .Committee were informed in a 
note furnished by the Ministry of Agriculture 
after evidence that with the reduction in the im-
port component of wheat. its economic cost and 
consequently the subsidy were likely to increase 
unless the issue price was correspondingly in-
creased or the procurement price was reduced. 
The Committee are of the view that as the wholf'-
sale price of wheat is higher than fhe procure-
ment price by Rs. 2/.; per quintal the Food Cor-

------------ ----~--- --~----.------------
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poration of India which now has a dominating 
share in the foodgrains trade should be able to 
cut on its overhead charges and operational lnss-
es. The Committee are convinced that these ex-
penses need initial analysis and meaningful fol-
low up action so as to reduce the need and quan-
tum of subsidy paid to the Food Corporation of 
India by General Exchequer and make available 
foodgrains at more competitive ,and- reasonable 
prices to the consumers. 

The Committee find that during the years 
1961-62 to 1966-67, the production of fooagrnins 
in the country was almost static with lowest pro-
duction being 72.3 million tonnes in 1965-66 and 
the highest being 89.4 million -tonnes in 1964-65. 
It was in the year 1967-68 that a major break-
through was achieved by attaining a record pro-
duction of 95.1 million tonnes. Since then the 
production of food grains had been steadily J'ising 
and in 1970-71, the production is estimated to 
have excE!eaed 107 million tonnes. This "Green 
Revolution" naturally raised h:gh expectations 
that prices of not only foodgrains but also of 
other commodities would come down. But this 
did not happen. Index number of foodgrains 
wholesale prices which during the years 1961 to 
1966 had ranged between 99·3 and 171.0 moved 
between 202.8 and 210.4 during the ~ars 1968 to 
1971-the years of bumper crops. In the context 
of this paradoxical phenomenon of rising prices 
in the midst of plentv, the Corporation bid to 
curb the rising market prices of 'wbeat by open-
ing sal~ centres is a welcome step inasmuch 
as Corpoartion's direct part;cipation as a selIer 
in the open market is expected 10 offer healthy 
competition to the private traders and ,!hcck 
risinJit prices of wheat in particular and food-
grains m general. The Committee hope that as 
foodgrams price is an impo-rtant determinant of 



1 2 

51 10.28 

3 

general price level, Corporation's strategy to 
curb the rising prices of wheat by pumping into 
the open market adequate stocks would have a 
salutory effect on the general price level in the 
country. The Committe however wish to cau-
tion the Corporation that if unscrouplous private 
traders lift the additional wheat stocks from the 
open market and hoard the same, the Corpora-
tion's venture may ultimately fail. It is, tht!re-
fore, essential that the Corporation should take 
adequate precautions to ensure that ,as far as pos-
sible the stocks released by them reach the 
genuine customers and are not cornered by 
speculative traders for hoarding at present with 
a view to release them when artificial scarcity is 
created so that they may indulge in profiteering. 

The Committee view with concern the fact 
that there had been steep rise in the incidental 
expenses of the ood Corporation of India. Dur-
ing 1967-68 when the work was being handled 
by the Food Department directly, incidental ex-
penses amounted to Rs. 51.40 per tonne. With 
the transfer of work relating to procurement, 
storage and distribution of foodgrains to the Cor-
poration, these expenses rose to Rs. 77.10 per 
tonne during 1969-70 inclusive of buffer stock, 
carrying charges. These expenses were pro vi-
siooally allowed at Rs. 91.50 per tonne. The Com-
mittee wOl;lld like to focus attention of the Corpo-
ration as well as Govt. on some of the important 
components of incidental expenses in respect of 
which the rise has been phenomenal. For example 
'transit and storage loss' has increased by 350 per 
cent, 'establishment charges' by 170 per cent and 
'Godown Charges' by 37 per cent as compared to 
the charges incurred when the Food Department 
handled directly foodgrains. 

The Committee recognise that there hu been 
increase in the 'scope, size and area' of opera-
tions of the Corporation and that some increase 



-------------
1 2 3 
~----.---1n;;cl;. ch~~g~~- ~~uld ~~t be ruled oufi~t they 

find it hard to accept that the present charges 
of Rs. 91.50 per tonne (Rs. 9.15 per quintal) are 
the barest minimum and there is no scope for 
reduction. During evidence, a representative of 
the Roller Flour Millers Federation of India in-
formed the Committee that 'no where in the his-
tory of the food grains trade, handling charges 
are anything more than 3 to 4 per cent.' In the 
case of the Food Corporation of India, handling 
charges of Rs. 9.15 per quintal constitute 12 per 
cent of the procurement price of Rs. 76 per 
quintal of wheat. When 'procurement inciden-
tals' of Rs. 10.26 per quital are added to the Cor-
poration's incidentar of Rs. 9.15 per quintal, 
handling charges amount to Rs. 19.41 per quintal 
and constitute about 25 per cent of the procure-
ment price of wheat. Some of the State Gov-
ernments have also categorically stated in writ-
ten memoranda to the Committee that incidental 
charges of the Corporation are extremely high 
and needed to be b.!ought down to a reasonable 
level. The turnover of the Corporation has in-
creased manifold and it is now amnmedly one 
of the biigest trading Corporation in the world 
dealing as it does, with 10 m.illion tonnes of food-
grains and sales to the tune of Rs. 800 crores. 
The Committee are constrained to observe that 
the. Corporation' have not been able to derive full 
benefit of economy of scale. 

&2 10.29 The Committee find that though the Food 
Corporation of India are in existence for the last 
seven years they have not evolved any norms 
for regulating the incidental expenses. In its 
Report on fttcidental expenses of the Corpora-
tion, the Cost Accounts Officer of the Ministry 
of Finance has expressed the opinion that 'per-
haps one of the reasons why the unit incidentals 
as cTaimed by the FCI year by year is going up, 

. despite more than proportionate increase in the 
quantity of foodgrains handled, is because the 
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allocations are related by FCl only to annual 
sales'. The Cost Accounts Officer has recom-
mended that FC! should work <>ut the incidence 
of handling charges for the years 1967-68 to 1970-
71 on the basis indicated in his Report to '"exhibit 
a more realistic and acceptable picture' and to 
study the trend for the purpose of evolving norms 
for the future. The Committee expect that no 
further time would be lost in evolving such norms 
which are a vital instrument in the hands of 
Management to exercise check on such expenses 
and are indespensable for creation -of cost consci-
ousness among officers ana s&ff at all levels of 
the Corpoartion. 

53 10.30 The Committee note that the Food Corpora-
tion had got some aspects of their management 
and costs analysed by t'he fnstitute of Manage-
ment, Ahmedabad and Ibcon (P) Ltd., but their 
Reports remain still under considerauon 1)£ the 
Food Corporation of India. The Committee 
wouIa like the Food Corporation of India to give 
highest priority to the processing of these Reports 
of expert bodies and take concrete measures to 
effect economies. 

54 10.31 The Committee have dealt with .the question 
of high cost of unduly' large staff carriedl>y Food 
Corporation of 'India in a separate Chapter on 
"Personnel and Administration"'Dut they r.annot 
help repeating that there is a paramount need 
for rationalisation of staff strength keeping in 
view the trends of procurement, stocking, c:Ustri-
'bution etc. To give an example, the large handl-
ing staff at ports are no longer obviously re-
quired when the imports of foodgrains have per-
ceptibly come down and adequate buffer stock 
of 5-7 million tonnes built up. The Committee 
consider that the question of reducing the heavy 
'incidentals', brooks no further delay and they 
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reiterate that it should receive eameat and C'.onti-
nuous attention at the highest level. The Com-
mittee recommend that the Food Corporation of 
India/Government should critically analyse the 
present incidental expenses of the Corporation 
with the help of hest experts available in the 
field of costing, management etc. and initiate 
effective steps to bring down the 'incidental' 
expenses to the barest minimum level, for in the 
last analysis it is the poor consumer and the 
Exchequer who have to bear this unconscionab!y 
high productive burden of handling charges of 
food grains by the Food Corporation of India. 

The case of misappropriation of Rs. 32 lakhc; 
in 1968 in the Calcutta Regional Office of the 
Food Corporation of Indi.a is the most serious of 
all cases of misappropriation, fraud, over-pay-
ments etc. which have So far occurred in the Cor-
poration. The Corporation have intimated that 
the CBI which had conducted the investigation 
into this case had not found any Lacunae in the 
rules and procedures of the Corporation but had 
pomted out that there should have been effective 
checks on the dealings of the Corporation's offi-
cials involved in the case. As the case is sub-
judice, the Co:m11.Jtee do not wish to offer any 
views thereon. The Committee, however, recom-
mend that the Corporation should tighten the fin-
ancial discipline in their enterprise, tone up the 
administration of rules and procedures and pro-
vide adequate supervisory checks and enforce 
their observance at all important levels to pre-
vent recurrence of such c~ which besides en-
tailing financial loss tarnish the fair image of the 
Corporation. 

11:21 The Committee find that the outstandings of 
the Food Corporation of India have gone up from 
Rs. 36.60 crores illS on 30th November, 1970 to 
Rs. 67.19 crores as on 31st October, 1971 despite 
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efforts made by the Corporation to bring down 
the outstandings. In this connection the Com-
mittee note that of the total amount of Rs. 67.19 
crores, the outstandings from State Governments 
alone are Rs. 49.42 crores. Some of the oldest 
items outstanding from State Governments date 
as far back as 1966-67. The Committee are not 
averse to a reasonable time limit being allowed 
to State Governments to settle bills and make 
payment. But if the outstandings linger on for 
years and the Corporatidn find itself unable to 
clear the outstanding items within a reasonable 
time limit the Central Government should come 
to the aid of the Corporation by persuading the 
State Governments concerned to clear the out-
standings expeditiously. It is obvious that if the 
outstandings are kept low, the Corporation would 
have larger liquid resources and will not be forc-
ed to lean too heavily on loans on which they 
have to pay a high rate of interest. 

The Committee find that while the c;tocl<s with 
the FCI increased by about 11 times i.e. from 
Rs. 37.31 crores in 1965-66 to Rs. 446 crores in 
1970-71, its loans .and overdraits went up by 18 
times i.e. from Rs. 30 crores in 1965-66 to 
Rs. 346.85 crores in July, 1971. This dloes not re-
flect a comfortable positionbecam-e Corporation's 
dependence on· loans and overdrafts has far ex-
ceeded the value of stocks held by it. They re-
commend that the loans and overdrafts should 
be kept by the Corporation withi'D reasonable 
linrlts as the "burden" of borrowing involves p·ey-
ment of interest at a higher rate and thus raises 
the cost of intermediate handling affecting the 
consumers in the long run. The Govenunent 
should ensure that the Corporation does not, .. 
a rule, lean heavily on IORns and overdrafts to 
sustain its activities. 

_._-- -- -- ----- -----.. --- ~-- .. -.--
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11.31 The Committee Illote that the profit (prior to 
tax) earned by the Food Corporation of India has 
come down from Rs. 305 Lakhs in 1966-67 to 
Rs. 158 lakhs in 1970-71. The Committee are 
convinced that in the case of Food Corporation 
the conventional yardstick of judging the per-
formance of an enterprise by the quantum of 
profit earned by it should not apply, though the 
Committee are not averse to marginal profits be-
ing made by the Food Corporation to meet any 
unforeseen contingencies. The Corporation has 
to be more judged by the achievement of the 
social objectives underlying its set up. The Com-
mittee would therefore like the Corporation to 
spare no efforts to ensure that the farmer is paid 
remunerative price, that the high cost of handl-
ing at present incurred by the FCI is reduced to 
the minimum so that the consumer is sold the 
foodgrains at reasonable prices and on nclsured 
basis. The Committee would also like Govern-
ment to examine whether the cost for maintain-
ing the buft'er stock should not in all fairness be 
met by the Government so that it does not go un-
necessarily to inflate the handling charges of the 
Food Corporation_ The Committee need hArdly 
stress that the size of the buffer stock should be 
most judiciously fixed in the light of experience 
gained and every care should be taken to see that 
stocks are duly rotated so that the foodgrains are 
sold well before the normal period of their pre-
servation is exceeded. 

11.34 The Committee recommend that steps to bring 
the Food Corporation of India within the audit 
control of Comptroller and Auditor General of 
India be taken as early as practicable. 

12.20 The Committee find that, as on 31st March, 
1911 while the turnover of the Corporation has 
incr;ased five times its staff strength has increas-
ed 12 times. The Committee are not able to ap-

---------------------_ .. _---------
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pr~ciate' the passive and somewhat complacent 
attitude adopted by the Corporation in the mat-
ter of taking over a large .number of staif on the 
plea that they were doing the work before the 
COrporation was formed and took over those 
functions. The Committee feel that it should not 
have taken the Corporation long to work out 
some realistic norm and critically examine on 
each occasion to see whether it was at all neces-
sary to add the entire staft' while taking over some 
functions. It was obviously incumbent on the 
Corporation to ensure on each such occasion that 
the number taken over was absolutely the mini-
mum and essential for the discharge of responsi-
bilities. The Committee feel that had this criti-
cal and analytical approach been applied from 
the very inception, the Corporation would not 
have found itself burdened with the problem of 
an excessively large number of staff. -

61 12:21 The Committee note that recently the Corpo-
ration have had two studies made of the operatio-
nal norms and man-power by IBCON (P) LTD. 
and the Institute of Management, Ahmedabad. 
Now that the role and responsibilities of the Cor-
poration are well defined and they have the bene-
fit of the studies made by two expert bodies and -
extensive experience in the field it should be pos-
sible for the Corporation to evolve, without fur-
ther delay, realiltic norms for manning of the 
different. operations. In evolving the~e norms, 
the Corporation would no doubt keep in mind 
the imperative need for reducing the_ unconscion-
ably high handling charges which are at present 
being charged by them. 

The Committee note that- al on 31-3-71 the-staff 
strength of the Corporation is made up of direct 
recruits (24 per cent), deputationists (19 per 
cent) aDd tr'llhSferees' CSr-per cent). There should 
be no dtftk:ulty fn pl8ctng' back the services of 
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deputationists who are surplus to the require-
ments at the disposal of the respective parst 
departments. No additional recruitment should 
toe made unless it is absolutely inescapable and 
certified as such by the Managing Director iD 
consultation with the Financial Adviser. 

The Committee also find that the Corporation 
have taken over as many as 5,000 employees 01 
West Bengal Government when the. distribution 
of food-grains WWi ~ken over at the instance of 
West Bengal Government. The Commi.ttee fE!el 
that the Food Corporation should not be ssddled 
with the duties and responsibilities of internal 
distribution which should appropriately be dis. 
charged by State authorities who had detailed 
knowledge and experience of local requirements. 
There should be no question of such State em· 
ployees being taken over by the Corporntion cnd 
swelling further the Staff strength~ 

The Conunittee would also like to draw atten-
tion to the problem of dock labour engaged spe· 
cially for handling of food-grains. A study made 
t:n 1970 had revealed that as many as 2,989 dock 
labour were surplus to requirements. The Com-
mittee note that as a result of introduction of 

, various measures such as Voiuntary Retirement 
Scheme and alternative employment scheme, the 

.Corporation were able to shed 1005 dock labour 
leaving still 1984 of dock labour as surplus. As 
our country has already attained self-sufficiency 
iri food-grains and we have adequate buffer stock 
of 7 million tonnes of food-grains, the import of 
food-grains is bound to cease. The Committee re-
commend thfilt keeping.in view these factors, the 
CC!~noration should undertake continuous study to 
dewmtne the extent of surplus de.partmental 
dock labour engaged in handling of food· grains 
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and drew up a tiine bound programme in consul-
tation with ~Grt Trusts, Dock labour Boards, Min-
istries of Transport and Labour for finding alter-
native employment for them. 

12.28 Normally. when the staff strength of an under-

12.32 

taking increases, expenditure on overtime allow-
ance is expected to come down. The Committee 
however, observe that in the case of the 
Food Corporation of India, despite increase in its: 
stlaft s~re:ngth, expenditure on overtime allowance 
to staff showed an upward trend. Expenditure 
on Overtime Allowance has increased from about 

. Rs. 10 lakhs in 1965-66 to Rs. 56 lakhs (approxi-
mate) in 1970-71. Keeping in view thE.' fact that 
the Corporation have more than adequatE.' num-
ber of personnel QTl their rolls, the Committee 
suggest that the deployment of manpower and 
rosters of duty should be so arranged 3S to brlng 
down the incidence of overti,me. 

The Committee recommehd that genuine 
grievances of the employees of the 'Corporation 
should be attended to with sympathy by the man-
agement of the Corporation. 

13.5 The Committee note that the Food Corpora-
tion of India have a Planning and Research Divi-
sion which has been expanded recently. The 
Committee feel that the work could have been 
handled by a cell instead of ::J Divh:ion, as the 
main purpose of planning taJJ .'c:;carch is to help 
the management in devising tools f<Or exercising 
vigilant, contemporaneous and effective Cf,ntrol 
of field operations. The expenditure on this cell 
should be kept under close scrutiny and should 
be commensurate .with the services it is able to 
render to the management. The Committee need 
hardly stress that the approach of the cell should 
be problem-oriented. The Committee would com-
mend that the following problems. amongst 

----- ----------------=-
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others, . ~y be taken. by Research and Plann-
ing . Cell ,for urgent .~y: 

(i) Devising ways and means for purchasing 
either directly or through genuine coope-
ratives from the producer. so that he gets 

. the maximum benefit of fioor price; 

(ii) planning movement of food grains so as 
to obviate "dama:ge by wet"; 

(iii) Location of storage capacity, keeping in 
view the size of Buffer Stock to be built 
and the need to remove regional imbal-
ances and transport bottlent~cks; 

(iv) AnalySis of "inCidentals" incurred by the 
Corporation with a view to reduce them 
to the minimum, and 

(v) Perspective pLan so that the Corporation 
maymodifyjrationalise its structure and 
modes of operation in keeping with 
changlng requirements. 

GMGlPND-LS II-3489 LS-18-4-7a-1340. 
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