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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
~uthorised by the Committee to submit the Report on theJ.r behalf, 
present this Forty-second Report on Action Taken by Government 
on the recommendations colttained in the Twelfth Report of the 
Committee on Public· Undertakings (Fifth Lok Sabha) on the Food • 
-Corporation of Indfa. 

2. The Twelfth Report of the Committee on Public Undertakings 
(Fifth Lok Sabha) on FoOd Corporation of India was presented to 
Lok Sabha on the 26th April, 1972. The replies of Government to all 
the 65 recommendations contained in the Report were received in 
batches and the last batch was received on the 20th October, 1972. 
Further information sought in respect of certain points arising out of 
the replies furnished by Government was received on the 10th Oc-
tober, 1973 and the 17th OctQber, 1973. 

3. The replies of Government to the recommendations contained 
in the aforesaid Report were· considered by the Committee on Public 
·Undertakings on the 30th November, 1973 and the Chairman was au-
thorised to finalise the Report on the basis of the decisions of the 

'-Committee and present it to Parliament. 

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

(i) Report. 

(ii) Recommendations that have been accepted by Government. 

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

(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 Gov-
ernment are still awaited. 

5. An analysis of the Action Taken by Government on the recom-
--mendations contained in the Twelfth Report of the Committee is 
given in Appendix-XVII. It would be observed therefrom that out 

"of the total number of·recommendations made in the Report 29.23 per 

(vii) 



(viii) 

cent have been accl::f)ttid by Government. The Committee do not 
desire to pursue 46.15 per cent of the recommendations in view of 
Government's replies. R~plies of 'Government in respect of 24.82 
per cent recommendations have not been accepted by the Committee. 

NEW DELHI; 

December 12, 1973. 
Ag'rahayana 21, 1895 (S). 

'1' j, 

SUBHADRA JOSHI. 
Chdlttrum. 

Committee on Public Undertaking&. 



CHAPTER i 

REPORT 

A. Shortfalls in IJchievement of targets of procurement [Paragraph 
3.10' of Twelfth Report (5th Lok Sabha)] 

Recommendation (Serial No.5) 

The Committee found that since 1967 there had beEln shortfalls in 
achievement of targets of procurement ranging from 6 to 12 per cent 
despite the fact that Government had been keeping a watch on the 
progress of procurement in more than one way end taking remedial 
measure as and when problems arose. The Committee felt that 
whenever shortfalls in achievement of targets of procurement occur 
beyond a certain level in future; an investigation should invariably 
be carried out by Government to find out what had caused these 
shortfalls and devise remedial measures for future. 

1.2. In reply, the Government stated that as observed by the 
Committee, Government kept very vigilant watch on the progress 
of procurement. The progress was reviewed at various levels and 
suitable directions etc. were given from time to time to the FCI and • 
the State Governments to ensure that procurement is maximised. 
Government fully agreed with the observations of th~ Committee 
that wherever there was major shortfall in the achievement of the 
procurement targets, it should be looked into and suitaoble remedial 
measures taken for future. 

1.3. The Government were asked to let the Committee know the 
targets of procurement performance and percentage shortfall in the 
achi€vements of targets year'Wise with reasons for shortfalls for Rabi 
beyond March, 1971 and Kharif after October, 1970. 

1.4. In reply, the Government stated that the targets of procure-
ment performance and percentage shortfall in the achievements of 
targets, yearwise with reasons for shortfall for Rabi beyond March, 
1971 and Kharif after <ktober, 1970 were as follows:-

Rabi Foodgrains 

1.5. The targets of procurement, actual procurement and percent-
age shortfall andlor increase in the achievement of target year-wise 
for 1971-72, 1972-73 and 1973-74 season (upto July, UJ73) are indicated 
below: 
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1.8. It would be Been that the actual procurement of wheat ex-
ceeded the target by 24.6 per cent during the marketing season 1971-
12. No targets of wheat procurement for 1972-73 marketing season 
were fixed. However, the actual procurement was of the order of 5 
million tonnes. An operational target of 6.1 million tonnes lor wheat 
was fixed by the Food Corporation of India for 1973-74 season. The 
total 'procurement of wheat so far had been 4.3 mUlion tonnes. The 
procurement was still in progress and would continue till the end 
of March, 1974. The wholesale trade in wheat was taken over by the 
Government from the Rabi sea~on, 1973. As a result, the procure-
ment drive started well in ~pril, 1973, in as much as 4.70 lakh tonnes 
wheat was procured which was the highest in the same period of 
last 3 years. Thereafter the progress of procurement of wheat had 
been slow. 

Reaaom for shoTtfall in procurement during 1973-7. 

1.7. The main reason was attributed to low pace of market arri-
vals. The other reasons were:-

(i) Lower estimates of production of wheat by the State Gov-
ernments for 1972-73. 

(ii) Withholding of wheat stocks by the producers on account 
of high market prices of other foodgrains as compared to 
the procurement price of wheat. 

(iii) The capacity of the producer to hold back the wheat stock 
has improved with higher wheat productivity in the past 
few years. The minimum financial requirements of the 
producers are met by selling other crops, which are fatch-
ing relatively higher prices. 

(iv) General psychology of shortage among the masses leading 
to hoarding of wheat by the traders and consumers as well. 

(v) Concerted efforts and propaganda by the wholesale traders 
and other interested parties against the wheat take over 
policy. 

(vi) Agitation in the States of Punjab, Haryana and Bihar by 
opposition parties against the take over policy, and 

(vii) General price rise spiral has also acted as an irritant to 
the producer who felt that the discipline of price control 
was being imposed upon him alone. 
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1.9. During 1970-71 and 1971 ... 72 marketing seasons (Nov-O~t) the 
actual procurement of rice fall short of target by 32.0 per cent and 
26.7 per cent respectively while the procurement of Kharif coarse 
grains fell short of the target during the same period by 39.4 per cent 
and 63.8 per cent respectiv~ly. During the season 1972-73, the pro-
curement of rice and kharif coarse grains had also been less than 
the target. The procuremeQ.t was still in progress. The actual pro ... 
curement of rice and kharif coarse grains in the country had never 
reached the target recommended by the Agricultural Prices Com-
mission. 

Reasons for shortfall 

1.10. Some of the reasons for the non-a.chievement of target fcr 
procurement recommended by the APC were, lower production in 
certain States than anticipated at the time of PAC recommendations, 
high prices in the open market as compared to procurement prices 
and law and order problems in some States. Severe drought in 1972-

" 73 affected the kharif crop considerably. 

1.11. The Committee note that during 1970·71 Bnd 1971-7% market-
ing seasons, the actual procurement of rice fell short of the target 
by 32 per cent and 26.7 per cen~ respectively while the procurement 
of kharif coarse grains fell short of the target during the same period 
by 39.4 per cent and 63.8 per cent respectively. The Committee also 
note that during the season 1972-73, the procurement of rice and 
kharif coarse grains had also been less than the target. The Com-
.mittee recommend that so far as the Food Corporation of India is 
concerned whenever there is any shortfall in achieving the targets 
of procurement fixed therefor, the reasons for such shortfall shouid 
be investii'llted without delay so that suitahle remedial measureS' 
may be talIien in time. The Committee also feel that Government on 
their part should ensure payment of remunerative Price to the far-
mers so as to step up procurement'. 

At the time of factual verification Food Corp:>ration oflndia stated as foll<lws:-
(Figures in '000 tonnes) -- ... _ ... --.----~ .. - ----------- .. -.---.. -.------ -

Conunodity 

'Wheat . 

Coarse-grain 

Procure- Percent-
ment as on a!l('. 

3-12·1913 

4516 (-;44'8 

17 

The Food Corporation of India procured 2195 tonnes of Rice and 
paddy in t'mns of rice and 203 tonnes of coarse grains during the 
Kharif season 1972-73. 
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B. Bulk stOTage structures (Paragraph 4.22) 

Recommendation (Serial No. 16) 

1.12. The Committee observed that the latest trend was to provide-
bulk storage structures like Silos and Bins and though the capital 
costs of bulk storage might not compare favourably with the present 
system of atorage in bags yet the operating costs were lower in case 
of bulk storage with the added advantage of better preservation of 
grains. For taking up proposals for construction of Silo Storage a de-
tailed feasibility study would be necessary to examine what other 
complementary facilities were necessary to be provided in 'Mandis' 
and elsewhere in order to ensure that working of silos was efficient 
and economical. The Committee, therefore, expressed the view that 
it was better to spend more on scientific storage now than lose year 
after year by allowing wide spread damage of food grains owing to 
faulty and outmoded storage system. 

1.13. The Government, in their reply, stated that the designs fol-
lowed by FCI and CWC at present had been found suitable by the 
Expert Committee on storage. These conventional designs of storage 
were neither faulty nor outmoded. SilolBin storage would require 
complementary modernisation of facilities at the 'Mandis' for move-
ment and at other stages. In the Approach Paper to the Fifth Five 
Year Plan, it had been suggested that about 1.0 million tonnes of silol 
bin storage capacity should be developed during the Fifth Five Year 
Plan, in addition to such facilities already developed and that pro-
posed under the World Bank Wheat Storage Project. The provision 
of these facilities would be preceded by a detailed feasibility study 
to examine the requirements of complementary facilities at 'Mandis' 
and elsewhere in order to ensure that working of silos was efficient 
and economical. 

1.14. The Committee note that in the approach paper to the Fifth 
Five Year Plan it had been suggested that about 1.0 million tonnes of 
siloslbin s'torage capacity should be developed during the Fifth Plan, 
in addition to facilities already developed and that proposed 
under the World Bank Wheat Storage Project. The Committee also 
note that the provision of these faelllties would be preceded by a 
detailed feasibility atudy to examine their requirements of com. 
lementary facilities at 'Mandis' aDd elsewhere. The Committee would' 
like to w.·tch further development In the matter. 
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C. TranspOTtation of Foodgrains in open wagons (Paragraph S.30) 

RecommendatioD (Serial No. II) 
1.15. The Committee note that from May to July, 1968 out of 

12.36 lakh tonnes .of fooodgrains transported from Punjab, Haryana 
and Andhra Pradesh on Government account, %.36 lakh tonnes of 
fooodgrains were transported in open wagons. Unfortunately, ther«t 
were early monsoon rains in the Eastern and Western Regions whel'& 
the bulk of despatches were concentrated and consequently 6,741 
tonnes of foodgrains got wet and were rendered unfit for human con-
sumption. The Dave Committee which investigated into damages 
to foodgrains moved in open wagons recommended inter alia, that 
foodgrains should under no circumstances be carried in open wagons 
without tarpaUlins. The Committee regretted that despite Da.ve 
Committee's recommendation, the Food Corporation used 12,814 open 
wagons in 1970 o~ which 467 wagons were stated to be withOUt tar-
paulins. During 1971, 14,336 open wagons with tarpaulins were used. 
It was found that 58 wagons reached West Bengal Region and 21 
wagons reached U. P. without any tarpaulins. It was explained by 
the Corporation that 'Due to early rains and late harvesting in 1970' 
and because of the fact that public offering of foodgrains was more 
in 19710 than in 1969, peak despatches had to be compressed in a 
much shorter, period and consequently movement by open wagons 
had become necessary. The Committee recommened that, keeping 
in view, the experience of 1968 and as a matter of abundant caution" 
the use of open wagons should be avoided in future. Should' 
it become unavoidable to use open wagons owing to unforeseen 
reasons, it should be ensured that open wagons are covered with 
tarpaulins without fail. The Committee felt that the Corporation 
cannot afford to take chances in an important matter like that. 

1.16, In their reply, Government stated that efforts were alwayS' 
made by the Railways to make maximum number of covered wagons 
available for fooodgrains traffic but usage of some open wagons waif 
inescapable due to heavy movement during the peack procurement 
periods and when abnormal requirements of the State Government!» 
had to be met in situation caused by natural cala.mities etc. As 
against the total movement of about 8 million tonnes of sponsored 
foodgrains in a year by the FCI on Central Government account, 
about 5 million tonnes originated in the Northern Region. Of the-
empty wagons which became available in the northern region, a 
large number were open wagons, released from in-coming coal 
loads. The open wagons were generally received in block rakes. 
Almost the entire movement of foodgrains from the Northern Region 
was by specials because piecemeal movement over long distances 
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:has serious operationa.l difficulties and could not be expeditious. 
Therefore, block rakes of open wagons had to be used in fair weather 
for loading food grains because of the limitation of the Railways in 
supplying the required number of covered wa·gons. 

1.17. The elimination of the use of open wagons was perhaps, not 
feasible. While, during the period from 1966 to 1971, the availability 
of covered wagons on the Railways had increased by 18 percent on 
the broad gauge and 7.4 percent on the metre gauge, the overall tra-
ffic handled by the Food Corporation of India on the Northern Rail-
way alone had increased by more than 300 per cent. It was not 
operationally feasible for the Railways to divert covered wagons to 
the Northern Railway to the extent needed for the clearance of spon-
sored foodgrains. Consequently, even in the Rabi operations during 
1972 (April to .June) approximately 14,777 open wagons had to be 
used in addition to 49,858 covered wagons for the movement of food-
grains over the Northern Railway alone. 

1.18. It was also stated that the Food Corporation of India and the 
Railways exercised all possible care to ensure that open wagons 
loaded with foodgrains were not moved without tarpaulins. The re-
placement and retying of tarpaulins (if necessary) was ensured at 
check-points (important yards and transhipment point enroute.) 
The Railways had also issued strict instructions that all specials of 
open wagons loaded with food grains should be escorted right through 
to destinations to prevent damage and pilferage. 

1.19. The Committee reiterate their earlier recommendation em-
phasising that the use of open wagons for the transport of foodgrains 
should be avoided as far as possible and every effort should be made 
to make covered wagons availabJe for this purpose to saVe the food-
grains from being rendered unfit for human consumption by the 
vagaries of the weather like rains and to avoid pilferage during 
transit. Should it become unavoidable to use open wagons owing to 
unforeseen and compelling reasons, it should invariably be ensured 
that 50th wagOills are properly covered with tarpaulins without fail. 

1.20. The Committee woU'ld also like Government to ensure that 
-all other precautions are also meticu·lously observed to obviate any 
-41amage by wet or loss on account of pilferage, etc. 

D. Hold up of wagons carrYing food grains, at terminals 
(Paragraph 5.31) 

Recommendation (Serial No. 27) 

1.21. The Committee were informed that the danger was not that 
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the Foodgrains were moved in open wagons but the detention at 
terminals were fraught with danger in that they get exposed to rains. 
The Committee also learnt during evidence that for the last six 
months or so, there had been hold-ups of movement in the Eastern 
Sector. The wagons were not unloaded in time resulting in delays 
in the return back of the wagons. The Committee were deeply con-
cerned with the problems of hold-up of wagons at terminals as de-
lays in unloading of wagons not only resulted in less availabilty of 
wagons for movement of food grains in the country but also created 
bottlenecks, frustrating the very objective of ensuring movement of 
ioodgrains on a planned basis. The Committee, therefore, recom-
mened that concerted efforts should be made by the Department of 
FoodjFood Corporation of India and the railways to ensure that 
wagons carrying foodgrains were not held up en route or at terminals 
to obviate losses by 'wet' or pilferage. 

1.22. In their reply, Gvernment stated that it was correct that 
there were detentions to wagons at the terminals in the eastern 
sector, particula.rly in the Calcutta Complex of West Bengal. The 
unloading of wagons in West Bengal and Calcutta Complex was 
affected by the law and order situation in the State and by labour 
troubles. This matter had been taken up by the Government of India 
with the Chief Minister, West Bengal. The Chief Minister, West 
Bengal, intervened in the matter and resolved various disputes. Con-
sequently the position i.n regard to the unloading of wagons in West 
Bengal had improved appreciably, since the last week of August, 
1972. The Food Corporation of India had also opened a few more ter-
'minals for receiving and promptly releasing the inward foodgrains 
wagons, in the Calcutta Complex. 

1.23. The Committee desired to be furnished with the statistical 
information in respect of the, number of wagons unloaded in West 
Bengal since 1972 substantiating that there had actually been an 
improvement in unloading' of wagons in West Bengal. 

1.24. In reply, Government submitted a statement (Appendix I) 
showing the number of wagons placed on sidingslplatforms etc. in 
West Bengal for unloading and the number of wagons unloaded etc. 
during the years 1971-72 and H172-73 and stated that "it will be ob-
served from the statement that the percentage of wagons which could 
not be unloaded 1,is-a-vis the number of wagons placed on sidings I 
platforms etc. for unloading for the years 1971-72 and 1972-73 was 
'a2.22 per cent and 20.98 per cent respectively. Thus, there has heen 
a substantial improvement in the unloading of wagons in West 
13engal during the year 1972-73". 
:2674 L.S.-2 .. 



1.25. The Committee note that the position in regard to unloading 
of wagons in West Bengal ha!i improved since August, 1972 but feel 
that percentage of wagons remaining unloaded viz. 20.98 per cent is 
still high. The Committee hope that there will be greater coordina-
don between Railways and the Department' ofFoodlFood Corporation 
of India 50 as to ensure that such detentions are avoided in the in-
terest of speedier movement of foodgrains and better utilisation of rail 
wagons. 

E. UtiLisa.tion of Staff (Paragraph 6.13) 

Recommendation (Serial No. 34) 

l.26. The Committee noted that sometime back the Government 
of India had suggested to various State Governments that the 
Food Corporation of India should be given the responsibility of 
wholesale 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 season, the Corporation could reduce 
its overheads and thereby both procurement and distribution could 
be done a little cheaper than otherwise. The Committee were in-
formed that Government were examining this matter and a policy 
decision would be taken by them soon. 

1.27. The Committee stressed that the approach should be for 
finding greater utilisation of staff already on the pay rolls of Food 
Corpora.tion of India and not to add to them in the name of addi-
tional responsibilities taken over from States~ As recommended 
elsewhere in the Report, there was a pressing need to reduce the 
burden of overheads, which were borne largely by the consumer and 
exchequer. 

The Committee also recommended that Government should keep 
in mind the fact that with growing abundance of foodgrains in the 
country, the need for regulatory measures and extensive distribu-
tion agency might in course of time come to be reduced. 

1.28. As far as the internal distribution of foodgrains in the State 
was concerned, it has and should continue to be the primary res-
ponsibility of the respective State Governments. The State Gov-
ernments have a civil supplies organisation which is expected to 
handle this work. There should, therefore, be no question of trans-
fer of internal distribution work to the Corporation alongwith the 
staff cncerned in any State. 

1.29. In their reply the Government stated that in view of the 



11 

r~cent decis.ion to take over the wholesale trade, the entire ques-
tIOn was bemg examined, as it would seem that it was not possible 
for one single organisation to assume the responsibility for the en-
tire country. Several Public Agencies may have to be involved. 

As a policy, internal distribution of foodgrains continued to be 
the responsibility of the State Governments except where some of 
the State Governments under special arrangements decided to en-
trust this work to the Food Corporation of India. 

1.30. On being asked about the latest orders etc., issued by the 
Government for distribution of foodgrains, the Committee were 
apprised that the wholesale trade in wheat was taken. over from the 
rabi season. Since it was not possible for one sinlJ.le organisation to 
assume the responsibility of distribution retail dealers were per-
mitted to operate under for the entire country, a system of licens-
ing and/or registration to purchase and store wheat within the pres-
cribed limits and sell the same only to the consumers at a price not 
exceeding the maximum retail price fixed by the State Government. 

1.31. The Committee desired to know as to what decision and 
action was taken about the utilization of staff during the non-pro-
curement season to reduce the overheads in Food Corporation of 
India. They also wanted to know whether Food Corporation of 
India responsible for distribution. of foodgrains consequent upon 
their takeover by Government also whether the retail dealers 
after purchasing wheat at Government price had sold them to the 
consumers at the fixed Government price. 

1.32. In r.eply, the Government stated that the Corporation 
had sanctioned regular staff for manning its various offices and go-
downs throughout the country in connection with its normal func-
tions of purchases, movement, storage and sale of foodgrains as 
well as for maintaining the connected accounts and maintenance and 
preservation of stocks. Some regular staff was also sanctioned on the 
quality control side, for its procurement operations. 

1.33. In addition, staff was sanctioned on a temporary basis for 
seasonal work during rabi and kharif procurement operations deo-
pending on the mode of procurement and the quantity of foodgrains 
expected to be procured/purchased by the Food Corporation: The 
sanctions for additional staff automatically lapsed on the exPiry of 
the period for which they were given. The regular staff sanctioned 
for procurement work remains busy throughout. The Corporation 
was engaged in the work of procurement (Rabi or Kharif) almost 
throughout the year. It was only from the beginning of August to 
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the end of September that the procurement work got considerably 
reduced. Operations on a small scale, however, continued even 
then and the procurement machinery had to be maintained though 
on a reduced scale. The staff sanctioned on regular basis took care 
of the arrivals in the markets after the withdrawal of the sanctions 
for staff on temporary basis. Besides, completion of accounts, sub-
mission of periodical statements and returns and other items of 
work which could not normally be attended to during the peak 
procurement season, were undertaken during the loan period. 

1.34. The staff sanctioned for storage and other operations re-
mained busy with receipts, issues and other day·to-day operations. 
The FC! Management was also considering the question of having 
multipurpose staff by merging the existing godown and ministerial 
cadres which might later cover quality control cadre a.lso. These 
proposals were stated to be under discussion with the Zonal Mana-
gers as also representatives of the staff. It was also stated, that 
Merger of these three cadres, when brought about, would enable 
the FCI Management to deploy staff in any field like storage, move-
ment, quality control, etc., wherever the work-load at any given time 
so demanded and thus utilize the staff gainfully throughout the year. 

1.35. Pending the creation of a common cadre, posts sanctioned 
for procurement were, to the extent practicable filled by deploy-
ment of staff available in the godown and technical cadres and the 
balance of posts were filled either by taking persons on short term 
deputation from the State Governments or by direct recruitment. 

1.36. The internal distribution of foodgrains continued to be the 
responsibility of the State Governments. Some of the State Gov-
ernments under special arrangements, entrusted this work to the 
Food Corporation of India. Keeping in View th~ demand and over-
all availability of foodgrains in Central pool, al10tments were made 
by the Centre to State Governments and the Food Corporation 
of India arranged supplies to State Governments according to 
Central allocations. Distribution of food grains to the fair price 
shops and mills etc., was done by the State Governments them-
selves. 

1.37. The Committee still feel that the approach shonld be fol' 
finding greater u,tilisation of the staff already on the pay rolls of 
Foocl Cor\lora4ion of India throughout the year and not to add to 
them in the !lame of additional responsibilities taken over from States. 
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In particular, the Committee stress that the Corporation should 
reduce the overheads by gainfully utiiising their staft during the 
non-procurement season. 

F. Rice Mills Project (Paragraph 7.21). 

Recommendation (Serial No. 38) 

1.38. The Committee found 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 finalisation of location of these Rice Mills. 
The time taken was obviously excessive and it should have been 
possible to finalise the matter with greater sense of urgency. 
The Committee also found that so far it had been possible to com-
mission only 16 out of 24 Modern Rice Mills in the country. The 
Committee understood that in setting up these Mills, the Corpor&-
tion encountered difficulties like delay in acquisition of land, de-
lay in supply of mild steel plates required for fabrication of Dryers. 
Parboiling tanks and chimneys and special steel plates for boilers 
etc. The Committee felt that an important project like the Rice 
Mills should have been given high priority in allocation of steel. 
fabrication of parts and acquisition of land so as to make the Mills 
operative with the least possible delay. 

1.39. In their reply, the Government did not mention anything 
about the priority in allocation of steel, fabrication of Parts and 
acquisition of land to be given to the Rice Mills as recommended 
by the Committee. The Government was, therefore, asked to fur-
nish their reply in this regard. 

1.40. In their further reply the Government stated as under:-
"While it is fully realised that priority should have been given 

in allocation of steel and fabrication of parts and acquisi-
tion of land as pomted out by the Committee, there were 
some practical difficulties which led to deley in these mat-
ters. The sponsored demands of Government sector was 
much more than the available material. Besides, the de-
mands of Ministry of Defence had to be given a high 
priority. Due to these factors our requirements could 
only be partially met, in spite of best efforts from every 
quarter and for the supplies to be completed, it took about 
a year. 

As regards the acquisition of land, as the same had to .be ao-
quired by resorting to land acquisition proceedings In cer-
tain cases, despite best effiorts on the part of the revenue 
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officials and the follow up action by the Regional Managers 
of the Food Corporation of India, it took considerable 
time on account of the inherent time-conspming factors in 
such proceedings like the settlement in a court of law of 
the various objections raised against the acquisition and 
the compensation to be paid to owners." 

1.41. The Committee are concerned to note the leisurely way in 
which Government took action on their recommenadtion with the 
result, the said requirements of the Rice Mills have only been met 
partially so far. The Committee reiterate their earlier recommenda-
tion and stress that Rice Miils Project should be given high priority 
and due preference in allocation of steel, fabrication of parts and 
acquisition of land so as to make the Mills operatiye with the least 
possible delays. .. 

, 
G. Location of Rice Mills in the States (Paragraph 7.22) 

Recommendation (Serial No. 39) 

1.42. The Committee felt that the Corporation should make a 
careful re·assessment of the requirement of rice mills in the States 
not given adequate attention in the plan of location of rice mills 
hitherto (e.g. M.P., U.P., and other rice producing States.) The plea 
that large number of private rice mills existed in the State was not 
convincing argument. The Committee felt that no chances be taken 
with Private Mills and hence the Corporation should decide soon to 
locate rice mills in such States so that there might be healthy com-
petition between private and public rice mills or to preak the mono-
poly of the private mills as they might misbehave any time. 

1.43. In their reply, Government stated that the second phase, 
when the Food Corporation of India might have to. set up another 
24 Modern Rice Mills in the country had been initiated. Detailed in~ 
formation about the potential locations had been c,lled for from 
all the States including M.P., U.P., and other States which were 
not adequately represented in the first phase. Government assur-
ed that the recommendations of the Committee would be kept in 
view while finalising the locations. Howe-ver, it was clarified by 
Government that the main reason for not setting up Modern Rice 
Mills in M.P" in the first phase was the existence of a large number 
of rice mills in the cooperative sector and this fact was brought out 
during the oral evidence of the Food Secretary on 14-8-1971, 
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1.44. The Committee are not satisfied with the rep~y of the 
Government and reiterate their earlier recommendation. The Com-
mittee stress that no chances should be taken with private rice milIs 
and the Food Corporation of India should take a decision soon to 
locate rice mills in such State so that there is a healthy competi-
tion between private and public sector rice mills and thus break 
.the monopoly of the private mills. 

H. InstaUation of additional Maize Dryers at Khanna (Punjab) 
(Paragraph 7.27) 

Recommendation (Serial No. 42) 

1.45. The Committee desired the Corporation to carefully eva-
luate the working of the Maize Dryer at Khanna (Punjab) before 
installing additional dryers. 

1.46. In reply, Government stated that the evaluation of the 5 
tonne per hour capacity maize dryer located at Khanna (Punjab) 
would be done in all the seasons to determine its efficiency in oper&-
tion and also help in taking decision for installation of additional 
dryers of the type. The dryer at Khanna dried about 2,960 M.T . 
.and 3,050 M.T. of maize during the 1970-71 and 1971-72 kharif sea-
sons, respectively. Approximately, the per unit cost of drying came 
-down from Rs. 28.55 per tonne in 1970-71 to Rs. 25.30 per tonne dur-
ing 1971-72, indicating an improvement in the efficiency and greater 
-capacity utilisation. Though theoretically the ~ dryer was eX\-
pected to work for 90 days i.e., about 3 months, the scope for its 
fuller utilisation was greater in the early period of the season of 
market arrivals when the moisture content would be comparatively 
higher than the latter period. In view of this _ct, it was stated by 
Government that the performance of the dryer of Khanna had been 
satisfactory during 1971-72. 

1.4:7. The Committee find that Oil the basis of the performance 
-during 1971-72, the efficiency achieved would appear to be only 33.3 
per cent. The Committee, therefore, like that the economics of the 
dryer should be again gone into carefully before a decision to instal 
.additional dryers is tnken. 
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1. Subsidy paid by Government to Food Corporation of India and! 
procurement and distribution incidentals of Food Corporation 

of India (Paragraphs 9.28 and 10.28) 

Recommendation (Serial No. 49) 

1.48. In paragraph 9.28 of their Report the Committee expressed' 
the view that as the wholesale price of wheat was higher than the 
procurement price by Rs. 21- per quintal, the Food Corporation of 
India which had a dominating share in the foodgrains trade should 
be able to cut on its overhead charges and operational losses. The' 
Committee were convinced that these expenses needed initial ana-
lysis and meaningful follow up action so as to' reduce the need and 
quantum of subsidy paid to the Food Corporation of India by 
General Exchequer and make available foodgrains at more competi-
tive and reasonable price to the consumers. 

1.49. In reply, the Government stated that the burden of subsidy 
arose on account of the difference between the economic cost to the' 
Corporation and the issue price fixed by the Government of India. 
The procurement and issue prices in respect of wheat were Rs. 761-
and Rs. 78\ .. respectively. This difference of Rs. 21- did not fully 
cover the economic cost of wheat. 

1.50. The operating costs incurred by the Corporation comprised' 
procurement and distribution costs for normal Qperations and the 
carrying cost of buffer stocks. Mandi charges, purchaselsales Tax, 
State Government's administrative charges, interest charges, storage 
charges, freight charges, etc., which constituted the bulk of the 
operating costs were items wherein any significant reduction was not 
within the Corporation's competence. The absence of lower-cost 
imported stocks and the building up and maintenance of larger buf-
fer stocks out of indigenously procured wheat would also inevitably 
lead to higher subsidies. 

1.51. It was also stated by Government that the Corporation has 
taken follQwing measures to bring down the cost of operation:-

(i) incentive award scheme to reduce the storage and transit 
loss. 

(ii) Recommendations of the National Council of Applied 
.' and Economic Research to rationalise movement of food--
grains and effecting economics therein were being imple-
mented. 
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(iii) Training course, seminars, lectures have been arranged to: 
arouse cost consciousness and officers are trained in the 
Central Training Institute. 

(iv) Dehiring uneconomic storage wherever possible with a 
view to effective economic utilisation of storage space. 

(v) Performance reports on the working of each region and re-
viewed and corrective action taken where necessary. 

(vi) Internal audit report and physical verification of stocks 
are carefully examined at F.A.'s level. 

(vii) Speedy billing and effecting prompt recoveries of out-
standing dues. 

(viii) In order to reduce the interest liability, obtaining advance 
payment from State Government i:. being considered. 

1.52. In paragraph 10.28 of their Report, the Committee also 
pointed out that there had been a steep rise in the incidental ex-
penses of the Food Corporation of India and focused the attention 
of the Corporation and Government on some of the important com-
ponents of incidental expenses in respect of which the rise had 
been phenomenal. For example, 'transit and storage loss' increased 
by 350 per cent 'establishment charges' by 170 per cent and 'Godown 
charges' by 37 per cent as compared to the charges when the Food 
Department handled directly foodgrains. The C9mmittee had point. 
ed out that procurement, storage, movement aMi distribution inci-
dentals on wheat amounted to Rs. 19.41 per quintal and constitutea 
about 25 per cent of the procurement price at Rs. 76 per quintal of 
wheat as per details given below:-

Procurement Incidentals on wheat: 
.----------------------'----

(I) Mandi charaet inciudill, commission 

(2) Mandi Labour . 

(3) Temporary Stor&&e and extra hlZldlin, • 

(4) Forwvding chl1ael 

(5) Internal Movement 

(6) Establishment charleS . 

(7) Interest charge. . 

(lU. per quintal), 

2'37 

0-49 

0'r8 

0- 64 

0'38 

0"9 

0'35 



(8) Gunny Bag Cost 

(9) Sales and Purchase Tax 

(10) Services Administration chnrges 

(11) Octoroi 

18 

(Rs. per quintal) 

2'72 

2'32 

0'20 

0'02 

10'26 

(Note: The gunny bag cost of R~. 2' 72 in the procurement incidentals for wheat 
during 1969-70 is the average cost of gllOny bag of 100 Kg. in all the procuring states. . The 
prrevailingcost of gunny bag as at prcsent is much higher and is around Rs. 3.50 pel bag). 

Storage, movement and Distribution Incidentals of the Food Corpora-
tion of India: 

Nature of Incidental 

--..... ~- ------- -
I, Transit & Storage Loss 

2, Handling Godown Operations 

3, flltablishment 

4, Godown charges 

S, Interest 

6, Freilht 

-------------
TOTAL 

Rs. per 

Wntal heat 
imported 

(w,e.f, 
1-4-67) 

0'35 
0'35 

0'43 

0'44 
0'61 

2'18 

Wheat 
im~rted 

ind genous 
(w.e,f. 
4-5-69) 

C.'9O 

0'41 

1'19 

0'77 

3'02 
2'86 ---
9'15 

(Note: Incidental eJ:pense8 on Rice Ire the lame •• for wheat w.e,f. 4-5-69), 

The Committee were also informed by some of the States in writ-
ten memoranda that incidental charges of the Corporation were 
extremely high and needed to be brought down to a reasonable level. 
As the turn-over of the Corporation had increased manifold and it 
being one of the biggest trading Corporation in the world dealins 
with foodgrains, the Committee were constrained to observe that 
the Corporation had not been able to derive full benefit of economJ 
of scale, 
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1.53. In their reply, the Government stated that the incidental 
expenses incurred by the Food Corporation of India were not com-
parable to those incurred by the Food Department on account of the 
following reasons; 

"(i) Th . . e s:ope, SIze and area of operations of the Food Corpora-
tIon m 1969-70 were vastly different from those of the 
Food Department in 1967 .. 68. 

(li) The method of calculating the inciqentals of the Food De-
partment was entirely different from the method adopted 
by the Corporation. 

(iii) 

(iv) 

(v) 

(vi) 

In regard to the apparent increase in the establishment 
charges, the incidentals worked by the. Food Department 
were based on the expenditure divided by the total quan-
tity purchased during the year while the incidentals in 
the case of the Food Corporation have been worked out 
based on the expenditure for normal operations divided 
by the sales. 

When the Food Department was handling the foodgrains 
operation, the purchases consisted mostly of imports and, 
therefore, these were confined to the ports. The Food 
Corporation has, however, been' procuring almost all over 
the country enormous quantities of wheat, rice etc., indi-
genously and also handling the minor price support opera-
tions. The Corporation has also undertaken a huge pro-
gramme of construction of godowns to store buffer stocks 
of foodgrains. These have necessitated the employment 
of staff at a number of centres throughout the country, 
resulting in increase in establishment charges. 

Since 1967-68, there have been a number of increases in 
the allowances payable to the officers and staft and these 
increases have been reflected in the establishment cost ot 
the Food Corporation. 

In respect of transit and storage los8, the incidentals of 
the Food Department for 1967-68 are based on the amount 
of losses written off during the year divided by the pur-
chases made during the year and do not take into account 
the actual losses ineurred. However, the incidentals 
worked out by the Corporation for 1969-70 are based on 
the amount of actual losses incurred during the year. If 
the incidentals of the Food Corporation are worked out 
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on the same basis as that of the Food Department for 1967-
68, the losses for the Corporation for 1969-70 would be 
much less and there would in fact be a decrease in the 
percentage of transit and storage losses of the Food Cor-
poration. 

(vii) The storage capacity in possession of the Corporation was 
far higher than the storage capacity with the Food De-
partment in 1967-68. The method of working out the 
godown charges of the Food Department was also dif-
ferent from the method adopted by the Food Corpora-
tion. These were the factors which were responsible for 
the apparent increase in the godown charges. 

1.54. The Government had further stated that it might not alsv 
be appropriate to compare the incidental expenses incurred by the 
Corporation with those incurred by the private traders as their res-
pective parameters of working were radically different. Whereas 
the trader had the choice to operate in areas where it was profitable 
for him to do so, there was no such choice for the Food Corporation 
which was essentially fulfilling a social objective and obligation. Se-
condly, the private trader did not have to transport the procured 
stocks over long distances; neither was there any obligation on him 
to store them over a long period, whereas the Corporation had been 
entrusted with the social task of building up and maintaining buffer 
stocks on behalf of Government of India. Thirdly, while procur-
ing stocks, a trader always took 3-4 Kg., of food grains in excess of the 
actual weight without extra payment whereas the Corporation paid 
the full price for the stocks procured by it. It was also a well known 
fact that the employees of the Corporation were far better paid 
than those of the private traders. Viewed in this conte~t, therefore, 
it would be inequitable to compare the handling charges. of the COl'-
poration and those of the private trade. ' 

1.55. Lastly, it was also mentioned that most of the items of inci-
dentals varied in direct proportion to the quantum of procurement 
and distribution. A major item of incidentals which' prima facie 
should benefit from the enlargement of activities in these spheres 
was administrative expenditure. But, even here because of the Cor-
poration's responsibility to provide a wide net work 9f procurement 
And distribution points to serve the interest of producers and con-
mmers, the application of economic norms for staffing and allied ex-
penditure was not possible thereby making the task of reduction in' 
administrative expenditure difficult. 
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1.56. It was further stated that the Corporation initiated anum-
~e.r . of steps for reducing its cost of operations. The important steps 
InItIated by the Corporation had already been indicated in the com-
ments under Recommendation No. 49. 

1.57. The procurement and distribution incidentals of the Cor-
poration were being subjected to a close scrutiny py a high level 
Committee headed by the Food Secretary. 

1.58. The Committee desired to know the recommendations of 
the High Level Committee appointed to closely sQrutinise and to 
probe into the procurement and distribution incidentals of Food 
Corporation of India and also action taken thereon by the Govern-
ment. They also asked for details of the subsidy paid to the Cor-

. poration subsequent to 1970-71. 

1.59. In reply the Government stated that the r~commendations 
of the High Level Committee appointed to probe into the procure-
ment and distribution incidentals of the Food Corporation of India 
were still awaited. The Committee was appointed Oil 11th January. 
1973. It, in turn, appointed a Technical Sub-Committee to go into 
certain details and the terms of this Technical Committee were 
finalised on 3rd May, 1973. The report of the Technical Committee 
when finalised would be examined by the main Committee. 

1.60. The details of the amount of subsidy paid to Food Corpora ... 
tion of India subsequent to the year 1970-71 were a5 follows:-
- - -----------_ .. _._---._---------- -- --- ._-._-_._-_ .. -

Year Rs./crores. 
---------- - ... ~~-- ... --------,-----------

1971-72. 

I972.-73 

1973-74 

Ir7'23 

70'00 (Urto 
31-'h3) 

1.61. The Committee regret to observe that though their 12th 
Report on the Food Corporation of India was presented to Parlia-
mcnt on the 26th April, 1972, it was only on the 11th of January. 
1973 that the Government appointed a High Level Committee to 
probe into tbe prororement and distribution incidentals o~ the Cor-
poration. The Committee were also inf~rmed that the . High Level 
Committee, in turn, appointed a techmcal sub-Co1l)mdtee whose 
terms were ftnalised only in May, 1973. It has thus taken almost one 
year for 'the Govemment even to initiate action in t~ matter. The 
<:ommittee deprecate the inordinate ,delay in examining the seope 
for reduction in tbe incidentals. 
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1.62. The Committee note that during the course Of half-an-hout 

discussion held in Lok Sabha on 23rd November, 1973 regarding 
procurement and distribution price of foodgrains, -it was stated that 
the total subsidy during the current year (1973.74) is likely to come 
up to Rs. 250 crores. It was also observed inter-alia that 'as far 
as £oodgrain eeonomy is concerned, we should avoid heavy subsidy 
because otherwise our economy would get into difficulties'. The 
Committee are of the firm view that the present inddentals of the 
Corporation which are as high as 25 per cent of the procurement 
price of wheat need be reduced to a reasonable level. The Com· 
mittee hope that this matter would be accorded the highest priority 
so that need for pa~ment of such large subsidies to the Corporation 
is minimised and the benefit thereof is p,assed on to the consumer. 

J. Analysis of some aspects of Food Corpo71Cltion of India's Mall(lqC'-
ment and costs by the Institute of Management, Ahmedabad and 

Ibcon (P) Ltd. 

Recommendation (Serial No. 53) 

1.63. The Committee desired that Food Corporation of Indh 
to give highest priority to the processing of the Reports of the Ins-
titute of Management, Ahmedabad and Ibcon (P) Ltd. who analys-
ed some aspects of their management and costs and to take concerted 
measures to effect economies. 

In their reply, the Government stated as follows:-

"Procurement and storage (including preservation and distri-
bution) comprise the two main activities of the Corpora-
tion on which the bulk of its man-power is employed. The 
Corporation has got definite norms of staff for both these 
activities. The norms relating to the storage godowns 
were devised by the Department of Food in consulta-
tion with the Ministry of Finance before the transfer of 
work to the Corporation and the Cnrpo);ation has been 
regulating the strength of the staff in the storage godowns 
on the same norms. The norms for procurement opera-
tions have been evolved by the Corporation itseJf after 
internal work studies. 

It was felt that, with the changing pattern of activities result-
ing from massive procurement and building lip of buffer 
stocks, the norms in respect of these 'two main activities 
should be reviewed. It was for that reason, that the Cor-
poration arranged expert studies of the norms relating to. 
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these two activities through MIs. Ibcon (P) Ltd., (for pro-
curement operations) and the Indian Institute of Manag~ 
ment, Ahmedabad (for storage operation). 

Mis. Ibcon (P) Ltd., studied the procurement operation in the 
Punjab and U.P., and submitted a report making certain 
recommendations in respect of the procurement operations 
in the Punjab in November, 1970. Their main recommen-
dation was that the norms for procurement staff in Punjab 
should be based on arrivals in the mandis rather than on 
the volume of procurement, during a seJlson. They as· 
sumed that super inspection of stocks purchased by other 
agencies namely, the State Government and marketed 
would be carried out at the mandi level by Food Corpora-
tion of India staff. This assumption was later proved to-
be incorrect. The norms suggested by them would have 
had the effect of reducing the staff strength by 29 persons: 
only." 

These recommendations were considered by the Management 
in consultation with the Zonal and Regional Managers. It 
was found that the recommendations could not be accept-
ed for the following reasons:-

(a) Classification of man dies based on arrivals would not be 
logical because the activities of the Food Corporation of 
India staff have mostly to be related to procurement 
actually handled by it. 

(b) The assumption made by the consultants were not cor-
rect as already indicated. 

(c) The reduction in the strength of staff was not very signi~ 
ficant. 

1.64. The existing norms for procurement operations are, there-
fore, being continued. These are rationalised and .modified wher-
ever necessary on the basis of work studies conducted by the in-
ternal work study unit from season to season. In f~t, it is neither 
feasible nor advisable to have rigid norms for pro<:urement opera-
tions. The staffing pattern for these operations has to vary with the 
method of procurement e.g., monopoly procurement, producer's levy. 
mill levy, direct purchases from the farmera, purch~ses in regulated 
market etc. If any rigid norms were laid down with reference to 
the system of procurement followed t.n a particular leason and th& 
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pattern of procurement is so changed in the next season as to war-
rant a reduction in staff, such reduction would be resisted on the 
strength of the prescribed norms. It is better, therefore to follow 
the present general guidelines subject to local and periodical varia-
tions. BeSides, the procurement operations of the Corporation are 
not always governed by strict commercial considerations. There 
are cases, for instance, where the Corporation is required, in the 
overall national interest, to open purchase centres in distant areas 
where the actual quantum of procurement may not be much indeed 
or in numbers much large; than those justified by p;urely economic 
where the actual quantum of procurement may not be much indeed 
good illustrations of the former while the large net work of direct 
purchase centres opened in Uttar Pradesh during Rabi 1972 is a 

.good illustration of the latter. 

1.05., The Indian Institute of Management, Ahmedabad conducted 
a detailed study of the norms for staff in respect of storage god owns. 
Their basic recommendation is that the existing norms based on 
storage capacity are not very scientific and they have suggested 
certain new norms based more on the activity level in the godowns. 
The report of the Institute has been under consideration with the 
Management. As the acceptance of the new norms would make for 
some reduction of staff, the salient features of the report have also 
been discussed with the representatives of the staff. Although the 
staff representatives are opposed to the acceptance of the revised 
norms suggested by the Institute, a tentative view has been taken 
that the basis suggesteo:l by the Institute is more rational and scienti-
fic. It has, however, been felt that the implementation of the recom-
mendations of the Institute would be more meaningful if the godown 
staff, wbich is presently distributed into distinct cadres like godown 
staff, quality control staff, etc. is converted into multipurpose staff. 
It has also been felt that certain factors like the open market sales, 
direct distribution to fair price shops, the distribution set-up in West 
Bengal etc. not fully taken into account by the Institute would 
lIlso have to be taken into accou~t in arriving at a final decision on 
the implementation of the new norms. All these questions are, pre-
sently. under active consideration and a final decision will be taken 
shortly. 

1.66. The Committee are surprised to find that the Food Corpora-
t;,on of India have decided not to implement tbe staffing norms 
suggested by an expert body like IBCON (P) Ltd. for procurement 
operations without even giving a fair trial to these norms. The Com-
mittee are unable to accept the l)lea of the Corporation that, "it is 
neither feasible nor advisable to have rigid norms for precurement 
operations. 
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1.67. In reaard to storaae operations, the Committee are surpised 
at the dilatory manner in wbich the report of the IDclian Institute of 
Manaaement, Ahmedabad is heine processed. The Committee repet 
to find that 80 far DO definite decisioD bas beeD arrived at. The Com-
mittee would like that tbe Corporation should take a Anal decisioD 
in consultation with all cODcerned with a view to efteetiDl economy 
cODsistent with eflic:ieDcy. 

K. Misappropriation, Fraud and non-payments in Food Corporation 
oj India (Paragraph 11.18) 

Recommendation (Serial No. 55) 

1.68. The Committee had observed that the case of misappropria-
tion of Rs. 32 lakhs in 1968 in the Calcutta Regional Office of the Food 
Corporation of India was considered by the Committee as the most 
serious of all cases of misappropriations, fraud, over-payments etc. 
which had till then occurred in the Corporation. The Corporation in-
timated that the CBI which had conducted the investigation into this 
case had not found any lacunae in the rules and procedures of the 
Corporation but had pointed out that there should have been effec-
tiVe checks on the dealings of the Corporation officials involved in 
the case. As the case was subjudice, the Committee did not wish to 
offer any views thereon. The Committee, however, recommended 
that the Corporation should tighten the financial discipline in their 
enterprise, tone up the administration of rules and procedures and 
provide adequate supervisory checks and enforce'their observance at 
all important levels to prevent recurrence of such cases which besides 
entailing financial loss tarnish the fair image c1f the Corporation. 

1.69. In their reply the Government stated that as already brought 
to the notice of the Committee on Public Undertakings no lacunae 
in the rules and procedures laid down by the Corporation had been 
noticed. That was also clear from the fact that this case was actually 
detected during internal audit in the normal course. 

1.70. While welcoming the Committee's recommendations about 
the toning up of the administration of rules and procedures through 
better supervision, Government stated that with a view to further 
tightening up the procedure, instructions had been iS8Ued that full 
reaUsation of tbe COlt of foodgrains .issued to private parties should 
be made on daUy basi&. The Regioul Managersj Zonal Managers 
bad been made responsible to ensure that tlUs was done, Also the 
Zonal Managers have been a9ked to furnish certificates to ensure 
. that monthly accounts were .being receivedoregularly frolJl the 
depots concerned and proper check was being exercised. Further, 
2674 L.S.-3. 
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to ensure that these rules and procedures were"being properly 
observed, physical ve!'ifialtion and h'lternal Audit parti-es had be~n 
,set up both at the Mead Offieetmd 1'n the Zonal tiffices. The internal 
audit parties werealtlo beiftg strengthened further. These parties 
were also deputed from time to time to conductspeeial physical Veri· 
fication of stocks or' to condud special Audit 'of' accounts at the 
vulnerable points. Besides, the vigilance machinery at the Head-
quarters had been strengthened to ensure that every case arousing 
suspicion and every complaint was immediately investigated on the 
spot and prompt disciplinary action taken where called for. 

1.71. The Committee desired to know the namesldesignations of 
the officers involved and the action taken thereon by the Government· 

1. 72. In reply the Government communicated the following 
means and de,.ignations of the officers involved in the case:-

(i) Shri A. K. Banerjee, Asstt. Manager (Mobt.) Regional 
office, FCI, Calcutta. 

(ii) Shri Sudhir Kumar Shome, Chief Inspector, Regional office, 
Calcutta, 

1.73. These officers were employees of the Government of West 
Bengal and working on deputation with FCI. As SOOll 'as irregulari· 
ties on their part came to the notice of the Corporation they were 
placed under suspension with effect from 20·6-1969 and 4-6-1970 res-
pectively. Both the officers continued to be under suspension. The 
CBI had launched prosecution proceedings against both these officers 
along with Shri Kedia of Mis Bihar Traders and Others. The pro-
ceedings were held up on account of writ petitions flIed by Shri Kedia 
and Others in the Calcutta High Court which were pending. 

1.74. The Committee in paragraphs 11.5 and 11.6 of their Report 
had referred to certain cases of misappropriation, fraud, over· 
payments et~. Allegations agaillst die working of the Corporation 
were also made and tfiscusedin both the Rouses of Parliament. 
The Committee now ftbd that ~ of these matters including that 
of a former Chairmn of the Corporation' have been taken by Gov· 
ernment to the court. As the matters are now sub judice, the Com-
mittee would not like to commeDt on them at this 51age beyond 
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reituating that the Corporation should take suitable steps to tigbteD 
the financial discipline in their enterprise, tone up the administra-
tion and provide adequate checks to guard agaiBst saeh irreplarities. 

L. Outstanding (Paragraph 11.21) 

Recommendation (Serial No. 56) 

1.75. The Committee found that the outstandings of the Food 
Corporation of India had gone up from Rs. 36.60 crores as on 30th 
November, 1970 to Rs. 67.19 crores as on 31st October, 1971 despite 
efforts made by the Corporation to bring down the outstandings.' 
In this connection the Committee noted that of the total amount of 
Rs. 67.19 crores, the outstandings from State Governments alone 
were Rs. 49.42 crores. Some of the oldest items outstanding from the 
State Governments dated as far back 8s 1966-67. The Committee 
were not averse to a reasonable time limit being allowed to St"te 
Governments to settle bills and make payment. But if tbe outstand-
ings linger on for years and Corporation found itself unable to clear 
the out&!anding 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 outstandings expe· 
ditiously. It was obvious the Committee observed, that if the out-
standings were kept low, the Corporation would have larger liquid 
resources and would not be forced to lean too heavily on loans on 
which they had to pay a high rate of intere&!. 

1.76. In their reply, the Government stated as under:-

"This recommendation relates to the outstanding dues of 
Food Corporation of India on account of supplies of food-
grains to the State Governments, Defence etc. The Food 
Corporation of India reported to the Ministry of Agri-
culbue (Department of Food} that a sum of Rs. 51.46 
crores is outstanding against the various State Govern-
ments, Central Storage Depots, Ministries of Rehabilita-
tion and Defence etc. and sought the assistance of the 
Ministry to recover the outstanding amount against the 
State Governments. As a result of a reference to the 
Chief Secretaries of the State Governments at the level of 
the Secretary, Food Department, the outstaDding amount 
has been reduced by Rs. 6 crores. The position of 
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9"ts~~ding as o,1l2!r6-72 ia a~ indicated below;-
,. ,r i i..., I \ 

Comparative .tatement sbQw1ng .~ positiQn of outstandingi as on 
31-3-72 and 30-6-72 

I, State Government 

2. Defence 

3. Departments of the Govt. of India, 

4, Miscellaneous 

TOTAL 

(Rs, in lakhs) 

Non As 011 
31-3'72 30-6-72 

3283'96 2826'61 

602'68 459'55 

1214'1.5 1195' 30 

4S'44 45'43 

5146'33 4526'119 

1,77, Constant efforts are being made by the Department of 
Food to reduce these outstandings further. The matter would con-
tinue to be reviewed periodically at the highest level in the Food 
Department." 

1,78, Government was asked to state the latest position of out-
:standings as on 31-3-1973, The Government furnished the following 
information in their further reply:-

The position of outstandings as on 31-3-1973 was as given below:-
(Rs, in lakh 

As on 
31-3-7 

I. State Governments 

2., Departments of GJvt, of India. 

3. Defence 

4. Miscellaneous 

S. Supply of Wneat to Blnlllil.l:sh, 

5924'41; 

7756 ' 86@ 

665'09 

45'25 

.I509'oo@@ 

15900'68* 

No Ie :-@A,subsidy of Re, 63' 36 crvres payable to the FCr. 

On account of loss incurred on State Trading of 
was not included in the figures re- ported last 
30-6-72, 

food grains transactions 
for the period ending 

Payment of Rs. 15,09 crores is due for supplies of wheat made to 
Bengta Desh on payment basis, 

.The quantutn of monthly supplies to the State Governments have in-
creased during the last few months for which payments from the State 
Government have yet to be booked. 
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1.79. The Committee are concerned to find that the outstandings 

of the Food Corporation of India on 31-3·1973 have instead of coming 
down risen as high as Bs. 15900.68 lakhs, the bulk of which relates 
to the State Governments and Departments of Government of India. 
The Committee, therefore, reiterate their earlier l'ecommendation 
and stress that GovernmentlFCI should make concerted ellorts to 
bring down their outstandings to the minimum possible levd at 
their earliest on that FCI may have larger iiquWresol.llreel .. and not 
lean too heavily on loans, resulting in heavyinterellt Hability. 

N. Loans and over-drafts (Paragraph; 11.25) 

Retommendation (Serial No. 57) 

1.80. The Committee found that the loans and overdrafts had far 
exceeded the value of stocks held by Food Corporation of India and 
recommended that the loans and overdrafts should be kept by the 
Corporation within the reasonable limits as the "burden" of borrow-
ing involved payment of interest at a higher rate and thus raised the 
cost of intermediate handling affecting the consumers in the long 
run. The Committee also stressed that Government should ensure 
that the Corporation should not, as a rule, lean heavily on loans 
and overdrafts to sustain its activities. 

1.81. In their reply the Government S'tated as under:--

"It is seen that the position of loans and overdrafts as on 
31-7-1972 has been compared'with the stocks at the end of 
March, 1971. The loans and overdrafts utilised by the-
Food Corporation of India at the end of March, 1971 were 
Rs. 39'6 crores only. (Government loan Rs. 214 crores and 
Bank overdraft Rs. 182 crores). It would thus be seen 
that the loans and overdrafts at the end of March, 1971 
had increased by 12 times only over the loans and over-
drafts at the end of 1965-66 and not 18 times as mentioned 
in the report. The increase in the loaDS and overdrafts 
in 1970-71 over the 1965-66 level is, therefore, comparable 
to the increaSe in the value of stocks in these years. 

The main function of the Corporation is to procure foodgrains 
on behalf of the Government for subsequent issue through 
the public distributiclD system. The Corporation works. 
by and large, on the basis of no profit no loss and since it 
does not have any major production activities, has little 
scope fOr generating its own finances. In such a situation. 
the only way of financing its purchase and buffer stock 
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operations is to utilise bank credit or loans from Govern-
ment. The Corporation has been making a j'udicious use 
of the cash credit facilities and the loans available to it 
with a: view to reducing the incidence of interest. It is 
evident that the Corporation would have to depend mainly 
on loans and cash credit facilities to sustain its activities." 

1.81. The C.lllIIlittee are not eOBvineei with the reply of the 
Governmelit and still feel that in order to have financial stability it 
is necessary that Corporation does not lean heavily on loans and 
Government credit facilities. The Committee, therefore, reiterate 
their earlier recommendations that the loans and overdrafts should 
be kept by the Corporation well within the reasonable limits. 

N. Profitability (Para 11.31) 

Recommendation (Serial No. 58) 

1.83. The Committee desired that the Foed Corporation of India 
should spare no efforts to ensure that the farmer was paid remune-
rative price, that the high cost of handling at present incurred by 
the Food Corporation of India was reduced to the minimum so that 
the coneumer was sold the foodgrains at reasonable prices and on 
assured basis. The Committee also desired Government 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 unnecessari-
ly to inftate the handling charges of the Food Corporation. The Com-
mittee stressed that the size of the buffer stock should be mom 
judiciously fixed in the light of the experience gained and every 
care should be taken to see that stocks were duly rotated so that 
the foodgrains were sold well before the normal period of their 
preservation. 

1.84. In their reply, Government stated that as regards the fixation 
of the size of buffer stock, the earlier target of 5 million tonnes of 
foodgrains was fixed for the Fourth Plan by taking into account the 
constraints of finance and storage, and trend of production etc. The 
target was raised to 7 million tonnes for the remaining Fourth Plan 
period. 

1.85. With regard to the ob!ervations of the Committee that 
every care should be taken to see that stocks should be duly rotated 
and the foodgrains sold well before the normal period of their pre-
servation is exceeded, it may be stated that priority was always 
given by the FCI for the issue of lower category stocks against t!"A 
allocations made by the Government. 
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1.86. The reply of the Government does not seem to be &ada-
factory. The Committee urge that Govern ..... t should ensure that 
consumers get the foodgrains at reasonable priees and on aa assured 
basis. It is, therefore, essential that the farmer is paid the remune-
rative price and ample stock of foo4grains is always available with 
the Goveramellt to meet aay exigeney. The Committee also note 
that reply of Govemment is silent Oft the point whether or not the 
cost of maiataining the bufler stock should be met by the Govern· 
ment so tilat it does not go 1IDIlecessarily to inftate the handHng 
charges of the Food Corporation. The Committee reiterate that 
this aspect may be examined by Government. 

O. Study of the Operational norms and manpower by IBCON (P) 
Ltd. and Institute of Management, Ahmedabad (Para 11.21) 

Recommendation (Serial No. 81) 

1.87. The Committee noted that recently the Corporation have 
had two studies made of the operational norms and manpower by 
IBCON(P) Ltd. and the Institute of Management, Ahmedabad. Now 
that the role and responsibilities of the Corporation had been well 
defined and the Corporation had the benefit of the studies made by 
two expert bodies and extensive experience in the field, it should be 
possible for the Corporation to evolve, without further delay, 
realistic norms for manning of the different operations. In evolving 
these norms, the Corporation would no doubt keep in mind the 
imperative need for reducing the unconscionably high handling 
charges at present being charged by them. 

1.88. The Committee noted that as on 31·3-71 the staff strength 
of the Corporation was made up of direct recruits (24 per cent) 
deputationists (19 per cent) and transferees (57 per cent). There 
should be no difficulty in plaCing back the services of deputationists 
who are surplus to the reqUirements at the disposal of the respective 
parent departments. No additional recruitment should be made 
unless it was absolutely inescapable and certified as such by the 
Managing Director in consultation wit" the Financial Adviger. 

1.89. The Committee also found that the Corporation had taken 
over as many as 5,000 employees of West Bengal Government when 
the distribution of foodgrains was taken over at the instance 
of West Bengal Government. The Committee felt that the' 
Food Corporation should not be saddled with the duties and 
responsibilities of internal distribution which should appro· 
priately be discharged by State authorities who had detailed know-
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ledge and experience ofloeal requirements.·· There' should be no 
question 01 Iluch State employees being taken overby the Corpora-
tion and swelling further the staff strength. 

1.90. In their reply the, Government stated :that the detailed 
position in respect of the studies conducted by. Mls IBCON(P) Ltd. 
and the Indian Institute of Management, Ahmedabad has been ex-
plained under recommendations 1)3 and 54. It was also explained· 
under recommendation 60 that a similar expert study of the staffing 
pattern of distric~ officers was ibeingconducted .. The final decisions 
to be taken on the results of these studies would determine the 
realistic norms for manning all major activities of the Corporation. 
In taking these decisions the Management wouki certainly keep in 
view the imperative need of reducing the handling charges. 

1.91. The percentage of deputationists (19 per cent) quoted by 
the Committee in the second para of the recommendation includes, 

. I apparently, the 5,000 employees on deputatlon from the State Gov-
ernment of West Bengal mentioned in the third. para of the recom-
mendations. As long as the work of distribution of food grains in 
West Bengal was with the Corporation, it was not possible to revert 
these employees to the State Government. It was also stated that 
the percentage of deputationists exclusive of these employees was 
negligible. The Corporation was highly selective in taking people on 
deputation or in retaining them and the question of continuing any 
surplus deputationist in the service of the Corporation did not arise 
at all. The procaiure followed in sanctioning additional staff had 
been described under recommendation 54. As mentioned therein no-
additional staff was sanctioned without a detailed examination by the 
internal work study unit of the Corporation and except on the 
recommendations of the Economy Committee composed of top 
managers including the Financial Adviser. As a further safeguard. 
the powers delegated to the Zonal Managers in the matter of sanc-
tioning additional staff had been witlxlrawn for the time being. 

1.92. The West Bengal State Government employees in question 
were employed by the State Government on the work of internal 
distribution of food grains and were taken over on deputation by the 
Corporation when "this work was taken over. They continued to be 
employed on the same work. 

1.93. The Committee would like that:-

(i) expeditious adion be taken to fix realistic norms for 
manning the dffferent operations on the basis of studies 
alreadw undertaken. 
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(ii) Steps should be taken to replace the surplus deput •• 
tionists at the . disposal of parent departments witbout 
further delay. 

(iii) Tbe Government should reconsider the question regard. 
ing the work of internal distribution of foodgrains bf>inl 
undertaken by the FCI. 



CHAPTER II 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY THE 
GOVERNMENT 

Recommendation (S. No.1) 

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 and Kashmir is stated to be still under the 
consideration of the Government of India. The Committee recom-
mend that a decision in this regard should be taken soon to enable 
'he Corporation to operate in that State and enSUl'e remunerative 
)rices to growers and sustained supply of foodgrains at reasonable 
prices to consumers. The Corporation should be permitted to under-
take the storage as well as procurement work in the State of Jammu 
and Kashmir on the same lines as in other States. (Para 1.10). 

Reply or Government 

The recommendation of th~ Committee has b~en noted. The deci-
sion to extent the Food Corporation Act, 1964 to the State of Jammu 
and Kashmir has already been t3ken by the Government. Neces-
sary Bill has been introduced in the Parliament in the current wiD-
ter session (November-December 1972) to amend the Food Corpora-
tions Act so as to bring Jammu and Kashmir within its purview. 

In the meantime a sanction for the construction of godowns of 
10,000 tonnes capacity each at Srinagar and Jammu has been issued 
by the Government. The Food Corporation of India has also been 
permitted under section 4(2) of the Food Corporations Act, 1964 to 
open a Regional Office in Jammu. It may however, be mentioned 
that the Corporation will function as an Agent of the State Govern-
ment till such time the Act is extended to the State of Jammu and 
Kashmir. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2172-
FCC, dated 7-12-1972]. 

Recommendation (S. No.2) 

The Committee find that the Food Corporation of India have got 

34 
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one full time Chairman and one full time Managing Director as pro-
vided for in Section 7(1) of the Food Corporations Act, 1964. In 
their report on Public Sector Undertakings the Administrative Re-
forms 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 recom-
mendation had decided that asa rule there should be full time Chair-
man-cum-Managing Director and in exceptional cases where the. 
Chairman might be only a part time one, there should be a full time 
Managing Director. The Committee recommended that Government 
should expJore the possibility and study the feasibility of combining 
the posts of Chairman and Managing Director of the Food Corpora· 
tion of India in pursuance of their own decision. (Para 2.6). 

Reply of Government 

As recommended by the Committee, action is being taken by the 
Government to examine the possibility and study the feasibility of 
combining the Posts of Chairman and Managing Director of the Food 
Corporation of India. . 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-19721· 

Recommendation (S. No.3) 

The Committee also find that since the inception of Food Corpora-
tion of India in 1965, the posts of Managing Director has changed 
hands thrice and the post of Chairman has been held by four diffe-
rent 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 operations in essential food-
grains are not conducive to efficient management. The Committee 
therefore, urge that Government should discourage such frequent 
changes at the top level of management. (Para 2.7). 

Reply of Government 

The Food Corporations Rules, 1965 originally provided for a term 
of one year both for the Chairman and thie Managing Director of the 
Food Corporation of India. These Rules have since been amended 
in 1971 so as to provide for the term of the office of the Chairman 
and Managing Director to be three and five years respectively. In 
view of the longer tenure now provided, it will be possible to achieve 
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the objective which the Committee have in yiew. The suggestion 
made by the Committee has been noted by the Government. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972]. 

Recommendation (S. No.4) 

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

, (Para 2.23). 

Reply of Government 

The observations of the Committee have been noted. It may be 
pointed out that the organisational set up and the working of the 
Corporation are constantly reviewed not only by the management of 
the Corporation but also by the Government with a view to effect 
such improvement and economies ar are possible. But due to the 
recent general increase in prices, no major reduction in the various 
operational costs seems possible. However, the Government have 
recently appointed a high-level Committee under the chairmanship 
of the Food Secretary to scrutinise and critically analyse the procure-
ment and distribution incidentals of the Corporation. 

The Committee headed by the Food Secretary to scrutinise the 
procurem~nt and distribution incidentals of Food Corporation of 
India and to make recommendations thereon was appointed on 
11-1-1973. This Committee, in turn, appointed a technical sub-com-
mittee'to go into certain details and terms of this Technical Com-
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mit tee were finalised on 3-5-1973. The Report of the Technical Com-
mittee has not yet been furnished and will be examined by the main 
Committee. ' , 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972]. 

Recommendation (Serial No.7) 

The Committee are perturbed to find that FCI's direct procure-
ment of Food Grains from farmers had been so low that it ranged 
between 0.1 to 3.4 per cent of the total procurement during the last 
three years. The Committee also find that the current involvement 
of cooperatives is only 25 per cent of total procurement. This in~ 
volvement is not adequate. The Committee are glad to learn that 
the Government have agreed to increase the involvement of coopera-
tives in a phased manner in the years to come. The Committee feel 
that if the Cooperative movement is to make any significant advance 
in the area of procurement of foodgrains, its involvement should be 
stepped up from year to year on a programme basis. The Commit-
tee would like the Government/Food Corporation of India to draw up 
a detailed plan of action for "Rahi" and "Kharif" from year to year. 
to achieve this objective. Where the coopera.tives are not function-
ing, direct purchase centres may be got opened in consultation with 
State Governments so as to procure the foodgrains directly from t.he 
producers without the intervention of "Arhtias" and other middle· 
men. (Para 3,26). 

Reply of Government 

The rec(lmmendation of the Committee has been noted. It may, 
however. b~ pointed out that in accordance with the policy of the 
Government of India, the Corporation is progressively increasing 
direct purchases from the cultivators and involving the cooperatives 
in a bigger way in its operations with a view to eliminatin2 inter-
mediaries completely. In regard to rice procurement under levy, it 
is not possible to make direct purchase from the cultivators or give 
preferential treatment to the individual cooperative societies/mills. 
However, ill some of the States like Madhya Pradesh the collection 
of levy from the rice mills in the Cooperative Sector in that State 
has been entrusted to the Apex Cooperative Society. In regard to 
procurement of paddy. wheat and coarse grain the polley of the 
Corporation is to appoint the Cooperatives as purchase ,agents to the 
maximum extent and only at such places where suitable Cooperatives 
are not available,' private purchase agents are appointed if direct 
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purchase pomts are also not feasible. It may also be stated that the 
Corporatic;n in States like Uttar Pradesh had in the past, in order to 
encourage and strengthen the Cooperatives, given higher rate of 
commjOsion to them as compared to private agents. The Corporation 
have given even interest free advances of large amounts to the COl-
operatives to enable them to overcome their financial difficulties and 
function efl'ectlvely in these Qperations. For procurement of wheat 
during the :Rabi 1972·73, large quantities of wheat was procured 
directly from the cultivators in U.P. by opening direct purchase cen-
tres. Moreover, 1/3rd of the procurement in U.P. has been entrusted 
exclusively to the U.P.C.F. In the States of Punjab and Haryana 
also substantial portion of the procurement of wheat is being done 
by the State level Cooperative institution-Markfed and Hafed. 

2. The position indicated above would reveal that the Corpora-
tion is making efforts towards increasing direct purchases from the 
cultivators and also involving the Cooperatives in its procurement 
operations to the maximum extent possible. 

3. With the decision to take over wholesale trade in wheat with 
the coming Rabi followed by the takeover wholesale trade in rice, 
the almost entire ma£keted surplus would be purchased by the 
public agencies including the cooperatives. This would naturally 
lead to a still greater involvement of the cooperatives in the procure-
ment and other operations. 

4, Before the commencement of each season, the FCI prepares de-
tailed plans for procurement in OQn~ultation with the State Govern-
ments. In this efforts are made to have greater involvement of Co-
operatives. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 14-3-73]. 

Recommendation (Serial No.8) 

The Committee note that procurement of when and rice in 
various States is at present being done by multiplicity of agencies, 
namely, the State Governments, Food Corporation of India and 
Marketing flocieties/Federations, etc. The Committee feel that jf 
procureme'll t operations are handled by a multiplicity of agencies it 
was bound to give rise to problems of coordination, costlier over-
heads and what is more, render the task of long term planning diffi-
cult. The- Committee, therefore, recommended that Government 
should take up this problem with the Chief Ministers of various 
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States and strive tQevo)ve an agreed pattern which would assure the 
Food Corporation of India a major role in price support and buffer 
stock operations (Para 3.30). 

Reply of Government 

The F.C.1. is already playing a major role in the various procure-
ment operations all over the country as the principal agent of the 
Central Government in respect of price support operations. It is also 
the custodian of the buffer stock. In most of the States, it acts as 
the price support agency on behalf of the State Governments. HoW"-
ever, in some of the States, on account of large volume of work in-
volved, the State Governments have felt the necessity to utilise their 
local agencies such as the State Food and Civil Supplies Department, 
State level Marketing Federations and other Co-operative Institutions 
to supplement the efforts of the F.C'!. These agencies are comple-
mentary agencies to the Corporation. In all these operations, by and 
large, the F.C'!. plaY'S the role of the leader and the co-ordinator of 
the various activities with a view to eliminating operational diffi-
culties and avoidable expenditure. 

2. The role of the F.C.!. and other procurement agencies is in-
variably reviewed at the time of the bi~annual Conference of the 
State Chllef and Food Ministers when they meet to discuss the Kharif 
and Rabi. prices and policies. There has been a gerneral consensus 
about the major role that should be assigned to the F.C.I. in the 
price support and buffer stock operations. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-19721-

ReeommendatioD (Sedal N(). 11) 

The Committee need hardly stress that marketing intelligence 1s 
the key to market operations and therefore, no pains should be spar-
ed in making it as precise and as realistic as possible. At the Con-
ference on Agricultural Marketing held at New Delhi in September 
1969, the Economic and Statistics Adviser had conceded the view-
point of representatives of State Governments that the information 
that was disseminated was often out of date and lacked precision, as 
it was for the Fair Average Quality. The Committee, recommend 
that Government should co-ordinate and streamline the market intel-
ligence operations of the Economics and Statistical Wing and the Food 
Corporation of India in consultation with the State Governments so 
that the felUng among some State Governments that market intel-
ligence machinery was not equal to the task expected of it was re-
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moved and what is more the market intelligence served as a reliable 
basis of planning procurement operations by the Food Corporation 
(Para 3.40). 

Reply of Government 

A Scheme for Improvement of Market Intelligence was initiated 
in the Second Five Year Plan and has been in operation since. Its 
main objects are tQ. effect improvements in market news service 
and market intelligence work and to extend their coverage. The 
Scheme is being implemented by the State Governments and Union 
Administrations in close co-operation with the Directorate of Econo-
mics and Statistics, Department of Agriculture, Ministry of Agri-
culture. 

Under this Scheme, arrangements have been made to collect 
from adequate number of markets in each State regular intelligence 
on stocks, arrivals, sales, prices, crop prospects, market sentiment, 
etc., in respect of important agricultural commodities. To undertake 
this task, the State Governments have appointed technical reporting 
agencies in over 550 markets and have directed the Market Com-
mittees in markets regulated under the Agricultural Produce Market 
Acts to take up the work of collection and reporting of th~ above 
information. The State Governments and Union Administrations 
have also made arrangements for proper supervision and scrutiny of 
the data collected and reported by the reporting agencies in the 
markets. The market intelligence collected is also published in con-
venient form periodically. Primarily for the benefit of the producers 
of agricultural commodities, Daily Market News Bulletins and 
Weekly Market Reviews are broadcast from almost all the Regional 
Stations of All-India Radio in the Rural Programme. The prices 
prevailing during the peak transactions period are broadcast in the 
same evening. The State Governments and Union Administrations 
have also made arrangements to set up notice-board$ in over 1,O()'O 
markets which display the prices prevailing on the previous day. 

The Directorate of EcO\~omics and Statistics, Department of Agri-
culture, Ministry of Agriculture, have set up 14 Regional Units in 
ordsr to see that the Scheme for Improvement of Market Intelli-
gence is being properly implemented by the State Governments and 
examined by the Food Corporation of India. The Planning and Re-
search Division is being accordingly strengthened to undertake the 
followin, additional functions:-

I. Assessment of Kharif crop prospects during August of 
every year covering the major States. 
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II. Similar assessment of Rabi crop pr~spects in major Rab' 
States. 

III. Study of actual operations in the peak marketing season 
of both Kahrif and Rabi seasons in December I January and 
MaylJune respectively. In these studies actual procure-
ment, market systems, movement pattern, storage, pay-
ment ect. will be studied. 

IV. Special surveys of purchases and sales in respect of com-
mercial commodities like gram, mustard seeds, groundnut 
pods I oil etc. 

It is not considered necessa.ry to set up a field reporting agency 
paralled to that of the Directorate of Economics and Statistics but 
<:ertain staff will have to be posted in the field to feed the basic date 
to the headquarters organisation. The Food Corpora.tion of India's 
market intelligence staff would be expected to tour the critical re-
gio~s, they would establish requisite contact's both with the trade and 
with the representatives of the State Governments and other Union 
Administrations. The Officers-in-Charge of these Units and their 
staff frequently tour the important assembling and consuming mar-
kets in their jurisdiction. They are generally on tour for 15 to 18 
days in a month. They not only impart on-the-spot guidance to the 
reporting agencies in the markets but also independently assess the 
market situation. 

The Directorate of Economics and Statistics, Department of Agri-
culture, Ministry of Agriculture, is in constant touch with the States' 
Departments of Agriculture, Marketing, Civil Supplies, Economics 
and Statistics, Land Records and Co-operations, through its Regional 
Units and also by means of correspondence and meetings. The 
lacuna ob:;erved in the reporting of market information is always 
brought to the notice of the concerned State Departments who, in 
turn, issu(~ suitable instruction'S to the concerned authorities. The 
Officers-in-Charge of the Regional Units of the Directorate very 
often meet the concerned officers of the State Departments. The 
Directorate's Officers exchange views with the States' Officers on 
matters of importance. Thus, there is a close liaison between the 
Government of India through the Directorate and the States. 

The question of streamlining the market intelligence system of 
Food Corporation of India was recently marketing ,nd information 
agencies ill the regions. The reorganisation of the Division at Head 
Office has been visualised so that proper guidance ond instructions 
could be given, and appropriate methodology developed. 
2674 L.S.-f. 
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There il; also complete liaison between the Economic & Statistics 
Directorate and the Food Corporation of India. In some of the 
cases, the Regional Units of the Directorate are even located in the 
premises of the Regional Offices of the Food Corporation of India. 
There is constant exchange of views at various levels between the 
officials of the Economic & Statistics Directorate and the Food Cor-
poration of India. 

[Minilitry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12.·1972]. 

Recommendation (Serial No. 12) 

The Committee recommend that Advisory Committee may be set 
up at local or mandi level so that matters of local interest may be 
resolved in consultation with representatives of all concerned by 
producers, co-operatives etc. (Para ;<,.45). 

Reply of Government 

Advisory Committee at Regional level exist in most of the States. 
Even at the mandi level there is . generally co-ordination between 
different procurement agencies and the local State Government offi-
cials. In so far as regulated markets are con4erncd, mll.ndi Cc,mmit-
tees already exist there who look after the mandi operations and 
resolve disputes, if any. However, in addition to tn.!' mandi Com-
mittees wherever these exist, there is no objection in setting up Ad-
visory Committees a·lso at local or mundi level as recommended by 
the Committee. 

[Ministry of Agriculture (Department of Food) a.M. No. 19-2/72-
FCC, dated 7-12.·1972l. 

Recommendation (Serial No. 19) 

The Committee are of the view that in order to achieve efficiency 
in Operation and ensure greater utilisation of storage capacity, co-
ordination has to be secured not only at the Centre but :lot the State 
level between various agencies including the State Governments, 
State Warehousing Corporation and the Co-operatives on the one hand 
and the )rood G1orporation of India, Centra.} Warehousing Corpo-
ration ana the Railways on the other. The Committee are glad to 
note that in order to ensure co-ordination among various agencies-
like the P'ood Corporation of India., Central Warehousing Corpora-
tion, State Governments etc., the State Governments of Andhra, 
Mysore, l~arala, Madhya Pradesh, Punjab, Mabarashtra, Haryana. 
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Orissa, Gujarat, Assam, West Bengal. Tripura and lv.lanipur haw 
already formed Storage Committees. They hope that the remaining 
State Governments of Tamil Nadu, Rajasthan and Bihar would also 
form such committees soon and thus help in tackling the problem 
of ~torage on rational lines. 

The Committee recommend that the position shOUld be closely 
watched by the Central Storage Committee so tha;t corrective action 
to ob;,:te overlapping or duplication of capacities may be taken in 
time (Para 4,32). 

Reply of Government 

Such co-ordination committees in Tamil Nadu and Rajasthan have 
also been constituted. 

The recommendation is noted. It may be added that the way~ 
and means for effective coordination are discussed in the Centra] 
Storage Committee in its meetings held from time to time :lnd a 
watch is kept to obviate overlapping or duplication of capacities. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12 .. 1972J. 

Recommendation (Serial No. 21) 

The Committ('e recommend that Gov?rnment should unclertake 
a comparative study of operational costs of godown management of 
the Food Corporation of India, Central Warehousing Corporation 
and other agencies engaged in the construction and maintenance of 
godowns in the country so as to evolve norms for guidance of various 
agencies. Unless these norms are evolved, the Committee cannot see 
as to how the cost of storage of the Food Corporation of India 
or for that matter any other agency can be adjusted as reasonahle 
or excessive. 

The Committee would like this compa.rative study to be under-
taken without further delay. The Committee need hardly ~tress 
that in the light of this comparative study remedial action may be 
taken to reduce the cost of construction as well 'as of maintenance 
of godowns so that overheads on food handling and storage by the 
Food Corporation of India ,re reduced to the ~inimwn, in the in~ 
terest of consumers. (Para 4.39). . 
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Reply of Goverument 

Government agrees with the recommendation that there is need 
for a study of the comparative costs of godown management by the 
various agencies. Necessary action will be taken to have the study 
undertaken. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-120-1972]. 

Recommendation (Serial No. 22) 
The Committee find that the Food Corporation of India suff·ered 

a total storage loss of Rs. 21.96 crores during 1966-67 to 197'3-71 
(5 years). The Committee are not impressed with the plea that 
viewed against the tota.l turnover, these losses were not large. By 
themselves, these storage losses are substantial and they call for 
urgent and effective steps to minimize such losses. The Committee 
recommend that every case of storage loss which is in excess of the 
norm should be thoroughly investigated with a view to finding cut 
the exact reasons for the loss and taking remedial measures. In-
vestigation into storage losses should be undertaken promptly be-
cause if it was taken in hand after a lapse of appreCiable time, the 
very purpose of such investigation to plug loopholes would be defeat-
ed. Besides, the parties at fault would also evade responsibility. 
Norms for storage losses should be the lowest and should be so fixed 
as to leave no scope for unscrupUlous elements to take advantage of 
high norms and remove the foodgrains. There is also a clear ne~d 
to intenSify vigilance and surprise checks a.t the various loading. 
unloading and weighment points. The Committee need hardly point 
out that if responsibility for storage loss is fixed in every case, where 
the loss exceeds the norms, and deterrent action is taker! against 
those found guilty, it will h'l'.Ie salutary a,ffect in bringing down the 
storage ll)sses. (Para 4.50). ,. 

Reply of Government 
The Corporation also considers that there is considerable scope 

for reduction in storage losses and has already taken or is proposing 
to take several steps in that direction. The cases of such storage 
losses are, no doubt, examined by the management and the approva1 
for write-off is accorded after due investigation and after the neces-
sary certificates as to their nature and reasonableness are recorded. 
But it is recognised that much more has to be done to check them . 

. Fixation-of responsibility for storage losses had become extremely 
difflcult because of inadequacy of weighm.ent facilities and ,he ope-
rational difflculty in making weighment at despatch and receipt 
points considering the vast quantities of food grains that are involved. 
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It has, therefore, been decided that such facilities should be pro-
vided so that every consignment should be weighed before despatch 
and again on receipt at the destination so that the transit losses and 
storage losses could be easily segregated and action taken to con-
trol each variety of loss. In fact, the Board of Directors is also seiz-
ed of the matter and has appointed a Committee presided over by 
a DirectClr to go into the question of incidence of transit and storage 
losses in greater depth and to suggest necessary remedial measures. 

The Corporation has decided to give incentive awards to the 
Staff-incharge of storage Mints at which the losses are minimal. A 
detailed &cheme is being drawn up and will be implemented phortly. 

It is conceded that some lo.es are inevitable in operations of the 
nature which the Corporation has to undertake; for so long as such 
losses are due to natural causes and are provided for in the opera-
tional pattern, there would be no cause for anxiety. The question 
of fixing norms becomes significant in this context, but there is every 
risk that the norms might be treated as the standard and no efforts 
made to bring down below such norms. 

The question whether any norms for storage losses should a·t srI 
be fixed and whether each case of loss should be examined on its 
merits without reference to such norms is being examined further 
but in any case, the present system of examining each case of JOS8 
will continue. 

The Corporation is going in for bulk storage along with the other 
logical steps it involves viz. bulk procurement, transit, storage anel 
issue. It is considered that under this arrangement the transit an. 
storage losses will get reduced considerably. 

It was found in actual practice that in certaiR depots the Josses 
were abnormally high, judged by any reasonable standards. Since 
such losses were obviously not due to natural causes and were the 
result of mischiefltheft, the Central Industrial Security Force has 
been inducted into some of these units to keep vigilant watch over 
the activities in the Depots. The following ftguretl are illustrative" 
of the reduction in transit losses achieved at one of~ the depots 
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(Dighaghat) by the induction of the Central Inqustrial Security 
Force~:""'" . 

Ptriod _ Despatched Transit Percent-
in qt1s. Joss in age: 

quintals. 

-----,------
1-4-70 to 31-12-70 

1-1-71 to 3 1-3-71. 95,721 3% 

The figures in re£pect of the year 1971~72 are being compiled 
and will be furnished separately. 

Special vigilance and physical verification squads have also 
been appointed to conduct both surprise and routine checks. These 
efforts have given encouraging results. 

During the course of physical verification, the stocks are check-
ed and test-weighed. The discrepancies are either got settled at 
the spot or 'they are reported to the Executive Authorities for recti-
fication and remedial measures. As a result, the depot staff have 
become more careful and the work of maintenance of stocks and 
compilation of depot accounts have considerably improved. All 
these act as deterrent to- pilferage and other nefarious activities 
resulting in reduction of storage and other losses. 

'Recently, a special squad has also been created in the Head 
Office with a view· to investigating all complaints received and con-
ducting immediate enquiries so as to bring the culprit to book. 
The squad had received 102 cases and investigated 67 cases on the 
spot during the past eight months and its operations have been 
'e1!ective in reducing rilalpracti~es. Action has been taken against 
~ officials on the basis of these investigations. The impact of sur-
prise visits of the squad on the unscrupulous elements is also notice-
able. 

{Minist'l'Y of Agriculture (Deptt. of Food) a.M. No. 19-2!72-FCC, 
'i dt. 20-12-1972]-

Further Information callecl for by the Committee 

pi~as~ i gtve in ~e~ails furt9-e~ developm~nt and Jatest position ,of 
.. " ~. ' 

the: 
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(i) steps taken by the Government to reduce storage lossell; 

'(ii) fixation of norlUS of storage losses; 

(iii) jmprovement~ on. account of bulk .storage; and 
. " \ 

(iv) steps- 'taken for preventation of mischief I thefts. 

"tL.S. Sectt. O.M. No 13 .. PUI72, dt. 4-7-19~3.] 
Reply of Government 

(i) and (it). The Board of Directors of the Corporation have set 
'Up a Committee under 'the Chainnanship of one of its members, 
Shri M. A. Khan, to go into the question of incidence of transit and 
storage losses in greater depth and suggest remedial measures. This 
Committee is presently holding its delebrations and Oon the basis of 
its recommendations, the Corporation will consider suggestion sug-
gesting further measures to reduce the incidence of stOtI'age losses. 

(iii) Bulk storage is possible only for wheat, maize, jowat . and 
gram. Rice cannot be handled in bulk. For holding the grain in 
bulk, it was considered necessary to have silos, or concrete bins. 
Capacity of this type being limited, bulk storage to a large extent 
did not become possible in the past. Bulk storage carried out in the 
bins and the silos already available showed that there wa'S practically 
no loss when wheat remained in these for periods ranging between 
1 and 3 years. 

Experiments were undertaken to extend bulk storage to conVeJl-
tional godowns which was the main type of storage available with 
the Corporation. It was seen that grain could be held successfully 
in bulk in the conventional godowns also and such storage done at 
'Khanna in Punjab and Borivilli near Bombay revealed that wheat 
stocks held for a period of about one year registered a gain of 
0.2 and 1.3 per cent respeCtively. Presently wherever bulk short-
age is carried out grain is required to be placed in bags, weighed, 
'carried in bags and then emptied for bulk storage. This makes 
bulk storage cumbersome and expensive. Actions have been ~ni
tiated to set up bulk weighing facilities and bulk transport arranre-
ments. Under the World Bank Project, it is also proposed to set 
up a number of silos in the procurement areas of Punjab, Haryana 
and Rajasthan. 

Establishment of these facilities will take sometimes. As soon 
as these facilities become available, bulk storage will be adopted 
to the extent possible. In spite of these facilities being available, 
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inabiHty of the Railways to carry grain in balk will continue to 
serve as a constraint to bulk storage. It does not seem possible 
that the Railways will introduce bulk transport facilities in the 
near future. In the absence of these facilities wherever Railway 
transport is involved grain will have to be bagged, transported and 
emptied. Only where grain is meant for long storage these addi-
tional operations could be undertaken. In the present situation 
where production is much short of reqUirements and turn-over is 
very fast, bulk storage is not desirable. In case during the year 
1974, prospects of holding in storage substantial quantities become 
bright, efforts will be made to hold as much as quantity as possi-
ble in bulk and results of this bulk storage would be available 
sometimes during 1975. 

(iv) Reference is invited to the reply given to the Question No. 
39/C of volume II of the "Replies to the questionnaire forwarded' 
by the Committee on Public Undertakings.'t Attention is also 
invited to para 4.54 of the 12th Report of the Committee on Public 
Undertakings, from which it will be seen that the Committee has 
already been informed of the steps taken by the Food Corporation 
to reduce theft I mischief in the godowns. This matter will continue 
to receive close and continuous attention of the Corporation. 

2·. In the additional material provided for recommendation No. 22' 
at page 19, the position regarding reduction in transit losses achiev-
ed at one depot (Dighaghat) had been indicated. Information for 
the year 1971-72 had been promised. This information since re-
ceived is indicated below:-

Quality despatched and Transit losses for the yetJ1" 1971-72'. 

----------
Depots (Where CISF staft'POlIted) 

I. Gays 

2. Mokameh 

3. Dighaghat 

4. Phulwari Sharif 

Wheat 
Rice 

(Figures in M. T.) 

------------ .. -
Transit losses 

Quantity Total 
despatched Wheat Rice 

43638 162 .0006 162'0006 
718 ='36% 

'2'56n 936 936 
='73% 

79554 843 843 
=1'°3% 

601'2 8S 8S 
=1'04% 

._---------
[Mini~t;Y.;£ Agri~l~ (Deptt. fJI. Food) O.M. No.. 11-2j72-FCC,. 

I, dt. 2&-'7-73J. 
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~ommeDd.tioD (SI. No. 23) 

The Committee note that as on 31st October, 1971 the Food Cor-
poration of India had hired storage capacity of 6.11 lakhs tonneS" 
from the State Governments and 20.05 lakhs tonnes from private-
parties. Since the Food Corporation is heavily dependent on pri-
vate parties at present for godown accommodation, the Committee-
feel that every care should be exercised by the Food Corporation to 
ensure that the accommodation to be taken over or already taken 
over by them is made rodent-proof by the owners and that all' 
necessary alterations and repairs are carried out efficiently to obvi-
ate chances of damage to food grains due to rains or flood waters. 

The Committee need hardly stress that Food Corporation should 
ensure that the rent paid by it for the godowns is fully competitive-
so that it does not lead to the development of any vested interest. 
(Para 4,51). 

Reply of Government 

As on 31st July, 1972, the Food Corporation had the following-
storage capacity:-
---- ----------------_ .. _----

(Figures in '000 tOMes). 

Owned (Food Corp:Jration of India) , 

Hire1 from : 

(i) State Government 

(ii) Central Warehousing Corp:Jration 

(iii) State Warehousing Corp:Jration. 

(iv) Private Parti es. 

_. ___________ ~ __ •• ________ .~ ___ ._._ •• 0" ______ ••• ___ • 

632'05 

814'71 

765' IT 

Capacity 

4200'07' 

2461 '91 4673'84 

8873'91 

Although about 24.6 lakhs tonnes capacity has been taken on 
hire from private parties, emphasis is being increasingly laid by 
the Food Corporation on utilisation of the surplus storage accom-
modation which may be available with the Central and State 
Warehousing Corporation in their own g04owns, Where neces-
sary, even these Corporations have hired private godowns and 
offered them to the Food Corporation of India, The Food Corpora-
tion makes all efforts for utilising about 60 per cent of the storage 



:accommodation available with the Central and State Warehousing 
Corporations in thcir!;g:meral warehouses; both owned and hired. 
Where the Cooperat:vcs arc also in a position to make accommo-
dation avttilable'fbr~torat'~ offoodgrain's, even if it be for a short 
period, this is being :1VMlable of. It" wlll be seen from the follow-
ing table that, as compared to the storage capacity avilable with 
-the Food Cc·rporation as on 31st March,1971, there has been a 
consideraDle increase in the utilisation of the Central and State 
Warehousing Corporation godowns as on 31st July, 1972: 

Hired from 

(i) State Government . 

(ii) Central Warehousing CorpC'lration 

(iii) State Warehousing Corporation. 

(Figures in '0)) l annes) 
. __ ---:.; - .. .'_. -------.. ,------

Capacity 

31-3-71 31-10-71 31-7-72 

483'07 611'46 630'05 

635'00 631"94 8'4'71 

290' '5 734' 16 765' 17 

Even these agencies are arranging to hire the godowns belong-
ing to private parties, and, in turn, offer them to the Food Corpo-
ration in many States because these agencies have not been able 
to put up their own godc·wns at several StateslDistrictslTaluqa 
centres. The private godowns hired either directly or through the 
Central Warehousing Corporation I State Warehousing Corporation 
are subject to inspection by the Quality Control Staff for their 
storage-worthiness. The owners are also called upon to carry out 
the necessary repairs to make the godowns rodent proof, Where 
the godowns already under occupation need improvementjrepairs 
these are also, according to the provisions in the lease agreement, 
required to be attended to. When the owners fail to carry out the 
repairs, the Food Corporation or the hiring agency normally has 
a right as per these lease terms to get the work done at the cost 
of the owners of these premises, 

In order to ensure that the godowns offered by private parties 
meet, by and large, the requirement of scientific storage, the Cor-
poration has been encouraging private parties to construct godowns 
as per specifications of the Corporation. These god owns are then 
1:aken on hire by the Corporation on a guaranteed occupation basis 
for perioi of three to five yeats. There has been reasonable response 
-in certain States, but, in others, it has not been encouraging so far. 
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Normally the g~powps, j;~~.hired oply ~n ~h~.:basis of prevailing 
market rates or a\ . rates comparable 10 those paId by other depart-
ments. The range within which storage accommodation has been 
hired in the various .regions is indicated below:-

SI. 
No. 

Lowest Rate Highest Rate 

---------~--- .. -----~--------~---------
I. Utte.r Prac:'cFh 

2. .Munaml'h!ra 

l relhi 

4, Gujarat 

5. West Bengal 

6. Assam 

7. Tamil Nadu 

8. Keraln 
. ) 

9. Punjab 

10. Haryana 

11. Bilar 

12. Rajastha.n 

13· Madhya Pradesh 

14. Andllra Pradesh 

Rs. 0'08 P. per sq. Rs. 0'22 P.Persq.ft. 
ft. per month. ,per montp. 

Rs. o· 20 P. per sq. 
per month. 

Rs. o· 22 P. per sq. 
ft. per month. 

Rs. o· 05 P per sq. 
ft. per mouth. 

Rs. O· 20 P. per sq. 
ft. per month. 

Rs. o· 09 P. per sq. 
ft. per month. 

Rs. o· 50 P. per·sq. ft. 
per mon\h I 

(in Greater Bombay). 

Rs. o· 22 P. per sq. 
ft. per month. 

Rs. o· 22 P. per sq. 
ft. per month 

Rs. o· 30 p. per sq. ft. 
per month. , 

R~. o· 2S p. per sq. ft. 
ft. per month. 

R~. 0'19 p, per M.T. Rs. 3'00 P. per M. T. 
per month. per month. 

Rs. o· 3911'. per M.T. Rs. 3'00 P. per M. T. 
per mooth. per month . 

Rs. o' u p. p.!c sq. ft. Rs. o' 34 P. per sq. (;. 
per month. per month. 

Rs. o· 10 P. per sq. ft. Rs 0'10 p. per ~Q. Ct. 
per month. per months, 

t' , 

Rs. O'os p. per sq. ft. Rs. 0'.26 P.,per sq. ft. 
per month per month. 

Rs. o· Bo P. per M. T. R!·. l' 30 p. per M. T. 
per month. per mODrll. 

Rs. o· 06 P. p~r sq. ft. Rs. o· IS P. per sq. ft. 
. per month. per month. 

Rs. 0'12 P. per sq. ft. Rs. 0'161'. per sq. ft. 
per month. per month. 

-------- - ._--_ .... --- -- ----
The Committee's recommendations in this regard have, however, 

been carefully noted and suitable instructions have been issued by 
the Corporation to all concerned to ensure that no vested interest 
is allowed to develop. 
[Ministry of Agriculture ~Deptt.()f Food) O.M. No. UJ·!~I?2-FCC, 

• ~ dated 20-12-72] . 
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RecommeDd.don (Serial No. 21) 

The Committee find that the Food Corporation of India have 
been moving larger quantities of foodgrains by road particularly 
from Haryana to Delhi. The quantity of foodgrains moved by road 
into Delhi was 23,881 tonnes in 1968-69, 39,684 tonnes in 1969-70 and 
57,255 tonnes in 1970-71. The Committee recommend that a com-
prehensiv~ study be undertaken to determine break-even pOint bet-
ween the cost of road, transportation and cost of movement of food-
grains by rail for various r~gions in the country. Any enlargement 
of the scope of movement of food grains by road should depend on 
the results of such study and availability of spare capacity on the 
Railways to undertake the transport expeditiously and in time. 
(Para 5.33). 

Reply of GoverDment 

The need for undertaking road movement arises mainly on the 
Northern Railway either due to inadequate vailability of wagons 
and lor short lead traffic on the Railway being operationally un-
economic and difficult. After taking into account the optimum 
wagon supply, the surplus stock of foodgrains vis-a-vis the ste-rage 
capacity in procurement areas, a target for road movement is fixed 
in consultation with the State Government concerned. Generally, 
the road movement l)as been, by and large, confined to despatches 
from certain selected Mandis in Haryana and U. P. to Delhi. The 
selection of Mandis is done after making a comprehensive study of 
the comparative cost of movement by rail and by road including 
the incidential charges. While planning the movement of foodgrains 
by road, care is taken to specifically include those Mandis which 
are away from the rail heads and inevitably involve considerable 
expenditure on the haulage of food grains from such lIiIIandis to rail 
heads. While it is correct that movement by road involves a cer-
tain amount of additional .expenditure, this movement becomes 
operationally necessary with a view to avoiding wastage of available 
wagon capacity for short distance movement particularly when 
adequate supply of wagons even for long distance traffic is difficult. 

2. As recommended by the Committee, a study group, consisting 
of officers of the Food Co~oration of India, Department of Food 
and the Northern Railway has been set up. The Group held its 
first meetf'ng on the 28th September, 1972. 
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The terms of References are: 

(i) Determination of the point at which the cost (includini 
incidental expenditure) for transportation of foodgraini 
by road and by rall equalise. 

(U) to inter atia undertake an examination of the present 
method adopted by the Food Corporation of India and 
the concerned State Govern~ents to arrive at the road 
haulage charges; , 

(iii) to formulate gUidelines for deciding the quantum and 
areas for movement of food grains by road, 

(iv) to undertake the above study initially with specific re-
ference to movement by rail on the Northern Railway; 
and 

(v) in the light of item (iv) above to undertake similar 
studies for other areas, 

3, It is ~xpected that the Group will submit its first report by 
the end of December, 1972. 

[Ministry of Agriculture (Dep.tt. of Food O.M. No. 19-2/72-FCC, 
dated 7-12-1972]. 

Further information called for by the Committee 

Please "tate the latest position of the matter and furnish the 
findings!re~ommendations of the study Group alongwith the decis-
ion and action taken by the Government thereon. 

(L.S. Sectt. O.M. No. 13-PU!72 dated 4-7-1972) 

R~ply of Government 
The Study Group has submitted its report in two parts as 

follows:-
Part I-Submitted on 12-3-73 
Part II-Submitted on 12-6-73 

The main recommendations of the Study Group are contained 
in the attached Summary (Appendix-II). In accordance with these 
recommendations which were acceptable to the Ministry of Agricul-
ture (Department of Food), FCI has been organising movement of 
foodgrains by road upto 100 Kms as and when necessary. 
[Ministry of Agriculture, (Deptt. of Food) O.M. No. 19-2172-FCC-I, 

dated 28-7-72]. 
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Recommendation (Serial No. 36) 

One of the main grieV8J;1CeS 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 re-
duced open market prices. During evidence the official representa-
tive of the Ministry of Agriculture (Department of Food) informed 
the Committee that the ban on the Roller Fleur Millers to purchase 
their requirements kom open market had since been lifted and 
now if a Miller did not want supplies from Government, he was free 
to purchase 100 per cent of the required grain from the open market 
but if a miller still wanted supply from Government he can buy 
only upto 30 per cent from the open market. While the Committee 
hope that this relaxation will remove the main grievance of the 
Roller Flour Millers, the Committee wish to invite attention of Gov-
ernment to the need to ensure that what~vf'r quantities of wheat are 
sold by the Corporation to the Roller Flour Millers at a fixed price 
are in fact milled int0 Aaa anri ,,!~(' ret surreptitiou~ly sold in the 
market in order to earn profits without rendering any service to' 
the consumers of Attn. (Para 6.27). 

RepJy of Government 

With a view to assuring that wheat products are not sold sur-
reptitiously in the market in order to earn profits without render-
ing any service to the consumers, the Government of India have 
issued directions to the State Governments to introduce statutory 
control on the wholesale and retail'prices of wheat products and to 
regulate the distribution of wheat products through the fair price 
shops. 

[Ministry of Agriculture (Deptt. of Food) O.M. No. 19-2172-FCC~ 
dated 7-12-1972]. 

Further information called for by the Committee 

Please furnish a copy of up-to-date sets of orders etc. issued by 
the Government of India for the distribution etc. of foodgrains. 

(L.S. Sectt. O.M. No. 13-PU172 dt. 4-7-19.73) 

Reply of Government 

A copy of the D. O. Letter No. 2961SFI72 dated August 3, 1972 
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isauedtothe Chief <Secretaries of all States and Territories in regard" 
to Control on distribution of wheat products are attached. 
(Appendix-III) . 

[Ministry of Agriculture (Deptt. of Food) O.M. No. 19-2172-FCC-I .. 
dated 28-7-73]. 

Kecommendation (Serial No. 37) 

The CommIttee are unhappy to note that the demurrage incur-
red by the Food Corporation on foodgrains and fertilizers had shot 
up from Rs. 0.28 lakhs in 1965-66 to 31.56 lakhs in 1969-70. During 
1970-71 demurrage is estimated to be Rs. 15.79 lakhs. While as 
pOinted out by the official representative of the Ministry, it was true 
that the Corporation had earned more despatch money than the 
demurrage incurred by it each year since 1965-G6, the Committee 
stress that there should be unceasing effort to So regulate flow of 
imports as to aviod bunching of ships at ports and unload the food-
grains with utmost expedition so as to carn maximum despatch 
money and obviate any demurrage. The Committee recommend 
that the Corporation should undertake a critical investigation of 
each case of demurrage; assess responsibility for the lapse and 
devise concrete remedial measures for future to arrest this dis-
turbing trend. (Para 7.6). 

Reply of Government 

FCI have been handling import of foodgrains and fertilizers on 
behalf of Government. The observations of the Committee on 
Public Undertakings were brought to the specific notice and atten-
tion of the FC!. 

The FCI have reported that each of demurrage pertaining to the 
shipments received in the ports under their jurisdiction is thoroughly 
examined by the Zonal Managers in the Food Corporation of India. 
The circumstance.s prevailiQg at the time of handling of vessels 
which led to incurrence of the demurrage are analysed and respon-
sibility fixed on the various agencies engaged in the discharge and 
clearance operations and the staff on account of negligence, default 
in performance on their part, if any. The Zonal Managers are em-
powered to regularise all cases of demurrage after thorough investi-
gation. However, each case involving demurrage over Rs. 10,0001-
is 10 be referred to the Head Office with the recommendations of the 
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Zonal Manager concerned and such cases are further critically exa-
.mined and it is ensured that the demWTage was not incWTed as 8 
result of any negligence, de~ult etc., for which responsibility could 
'be fixed on the contractors or the staff. 

Planning of imports from the stage of chartering vessels for 
taking loads from the port of loading is done in such a manner that 
the ships are received at the ports of dilicharge at suitable intervals 
to avoid bunching. A watch is kept on the movement of the vessels 
from the time of sailing from the port of loading till its arrival at 
-the unloading port, and even when the vessel is on the high seas and 
nomination of the port of discharge is decided only at the stage of 
Capetown for vessels coming via Atlantic Ocean and Singapore for 
vessels coming via the Pacific Ocean. Watch is also kept on the 
daily performance of the vessels at the port of discharge to ensure 
expeditious hadling of the vessel. To avoid bunching at the port 
of discharge divetsion to another port wherever possible is also 
made at the proper time, so that vessels at the port of discharge do 
not suffer undue detention awaiting availability of a berth. Weekly 
review is also carried out in respect of the vessels expected to 
arrive, waiting at the port of discharge and those vessels which are 
discharging with a view to removing any bottlenecks which might 
cause incurrence of demurrage and to taking remedial measures. 

In the shipping industry, many factors are unpredictable. The 
'.'essels have to travel long distances over the high seas; there may 
be mechanical failures and delays may also be caused by rough sea 
particularly during the rainy season. In spite of the most meti-
culous planning, bunching cannot perhaps be completely eliminated. 
Besides, labour troubles also sometimes affect discharge rate. 
'Steps are taken to have additional berths in case bunching has 
taken place and incentive rates are paid to labour to ensure opti-
mum output. In spite of these steps, demurrage is sometimes 
incurred at the ports of discharge. It is relevant to mention here 
·that demurrage also takes place at the loading ports where some 
.times waiting takes place on account of non-availability of berth. 

In this connection the incidental of despatch earned and demur-
'rage incurred by the FCI during the years 1965-66, 1966-67, 1967-
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'68, 1968-69, 1969-70, 1970-71 and 1971-72 is 
below:-

as given in the table 

------------ -----------
Year 

No, of 
food 

grains 
ships 

handled 
by the 

FCI 

Despatch Demur- No, of Despatch Demur-
earned rage fert, earned r9ge 
(R~, in incurred s'lips (Rs, in incurred 

lakhs) (Rs, in handled lakhs) (Ra, in 
lakhs) by FCr lakhs) 

'---'------------------ - - ---(I) (5) (6) -------------------
1-10-65 to 31-3-66 , , , 36 2' 76 O' 29 

(Tuticorin, Mangalore & Kerala 
ports only) , , , 

5 0' 38 Nil. 

1966-67, . .. 106 7' 62 7' 36 
(Tuticorin, Mangalore & Tuti-

corin ports) 

1967-68 , '" 95 7' 03 9' 09 
(Kerala ports, Tuticorin, Manga-

lore, Karwar&Paradeep) , 
36 3'95 0'12 

;1968-69 "'. ISO 14'26 5'32 
Kerala ports, Tuticorin, Manp-

lore, Paradeep & Vizag. Madras 
Calcutta (w.e.f. 16-12-68) 

65 4'42 0·66 

1969-70 317 35' 91 17' 93 
All ports, 

32~ 31'23 13'64 

1970-71 , 277 35'65 15'27 
All ports, 

'1971-7~ 199 16' IS 30' 10 
All ports, 

TOTAL 103'15 23'88 

-_._--_._--------
In spite of preventive steps taken to minimise demurrage, the 

'<:ircumstances prevailing at the time of arrival of the vessel' such 
·as weather conditions, labour position, availability of berth, bunching 
'of ships, the nature of the cargo, means of clearing playa great part 
both in determining whether in handling a particular shipment any 
demurrage would have to be incurred or it would result in earning 
despatch money. Quite a number of these factors are unpredict-
.able. 

Fertilizer imports have greatly increased and at the major ports, 
there is sometimes bunching on account ~f fertilizer vessels arriving 
at the port of discharge almost simultaneously and in quick succes-
sion. The fixtures, nomination and diversions of fertilizer vessels 
2674 LS-5 ,) 



58 

is done in the Department of Agriculture. The Food Corporation oft 
India being handling and clearance Agents on behalf of the Depart-· 
ment of Agriculture, however, make all efforts for expeditious dis-
charge and clearance. 

Difficulties explained by the FCr are rea1. However, Govern-
ment agNe that the incidence of demurrage should be reduced to 
the maximum extent possible. Government have advised FC! ac-
cordingly and requested them to take action against defaulting in .. 
dividual ,\fficers and to ensure proper and adequate examination in 
depth of all cases involving demurrage. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FFC, dated 7th December, 197:;J. 

Further information called for by the Committee 

Please furnish a copy of the up-to-date orders issued by the 
Governmf'nt of India to minimise the demurrage incurred by the 
Food COI\1oration of I~dia on foodgrains. 

(L.S. Sectt. O.M. No. 13.PU!72 dated 4th July, 1973) 

Reply of Government 

The need to ensure expeditious discharge and to mInlmlSe the 
demurrage incurred by the Food Corporation on foodgrains has 
been stressed frequently in the movement review meetings held in. 
the Deps7 tment with the officers of the Food Corporation and also 
otherwise by letters. The Corporation which is an autonomous. 
body, is 'wholly responsible to deal with the cases of demurrage-
etc. The FCI has reported in this connection that they have been 
taking all possible steps for the expeditious discharge and handling 
of the vessels at different ports. Food Corporation of India Head 
Office, which co-ordinates the shipping programme keeps the port 
operation officers informed well in advance about the likely ship'" 
m~nts corning to their ports and as such they are alerted to keep. 
their machinery in proper trim. Whenever, any vessel is finally 
nominated to· a particular port, specific instructions are also given. 
for their expeditious discharge and clearance. 

2. The Food Corporation of India had alerted the port operation 
officers as far back as December, 1972, with necessary follow up' 
action from time to time, even in the case of the present emergent 
foodgrain imports. A copy each of a few communications relevant 
in this regard are appended (Appendices IV-VIII). 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-' 
FCC, dated'2B.th~Ju1y, 1973L 
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Recommendatim! (Serial No. 40) 

The Committee note that in the original.Project Report submit-
ted to Government, additional outturn of rice mills taken into ac-
count for determining the economic 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 cent, 23.78 per cent and 12.06 per cent at 100 per cent, 
70 per cent and 50 per cent capacity utilisation. In other words, 
the key to ensure adequate return on capital and profitability of 
this venture depended on whether and if so to what extent, the 
Corporation was able to utilise the capacity of these rice mills. The 
Committee have no doubt that knowing as they do this fact, the 
Corporation and the Government would do their utmost to see that 
these mills operate at their full capacity and look after the interests 
of the growers also. 

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

The Committee note that out of 67,100 rice mills in the country 
as on 1st January, 1970 only 665 rice mills have been installed in 
the cooperative sector. The Committee are of the view that Gov-
ernment should publicise the salient features of the modern rice 
mills and their attendant advantages to encourage the cooperative 
sector to set up modern rice mills in the country. The Committee 
have an impression that not a few of the mal-practices obtaining 
in rice trade are traceable to the private rice mills. The Com-
mittee consider that Government a,nd Food Corporation should ex-
ercise great vigilance 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 
unconscionably high price from the consumers particularly those 
coming from weaker sections of society. (Para 7.23). 

Reply of Government 

We are in full agreement with the recommendations of the Com-
mittee that the Corporation should do their utmost to see that the 
Modern Rice Mills operate at their full capacity and look after the 
interest of the growers also. Accordingly we are trying our utmost 
to utilise these mills to their full capacity. But there are certain 
hinderances which stand in our way in achieving this object. 
Firstly, owing to the teaching troubles our Modern Rice Mills are 
~ot fully utilised for the first year or two, after their commission-
ing. The other major hinderance is the' non-availability of paddy 
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under the price support measures. The prices of paddy are ruling 
very high in almost all the States and the Corporation at times has 
to resort to the enhancement of the ceilings. There is however a 
limit up to which the price ceiling can be enhanced. It has been 
our experience that even at much higher prices the Corporation is 
not able to secure sufficient stocks of paddy to run the Mills to its 
optimum capacity. Apart from this there are other operational 
break-downs and reasons resulting in under utilisation of the Mills 
Capacity such as power failures; rationing of power; limited de-
mand of raw rice in certain States; reduced per hour in-put capa-
city of the Mills; internal imbalances in the different components 
of the Mills; mechanical breakdowns; non-availability of spares etc. 
etc. 

The. Corporation IS Keepmg a close watch on the financial results 
of the working of the Rice Mills so as to obviate losses. In this 
direction a Rice Mills Evaluation Committee was constituted to 
study the working of the Rice Mills which have been in operation 
for more than a year with a view to-

(1) Review ot tne working of the mills in all aspects; 

(ii) Identify the bottlenecks, difficulties and systems coming 
in the way of efficient functioning of the Mills; and 

(iii) Suggest measures, systems and controls suitable for en-
suring efficiency in their working. 

The E'faluation \...ommittee had submitted its report and made 
certain recommendations which are being implemented. 

So far as the recommendations of the Committee to publicise 
the salient features of the Modern Rice Mills and their attendant 
advantages to encourage the cooperative sector to set up Modern 
Rice Mills in the country are concerned, the Government is already 
taking action on these lines through Department of Cooperation 
and other allied Agencies. The directives of the Committee to 
exercise great v'gil:nce in the dealings of the private rice mills 
have been noted. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7th December, 7-12-1972]. 

Recommendatian (Serial No. 4:1) 

The Committee are unhappy that the Rice Dryers were not pro-
perly located in the first instance and that additional expenditure 
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would be incurred on their shifting. The Committee are concer-
ned 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 
Committee 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 obvi~te any losses. 

(Para No. 7.25) 

Reply of .(iovermnent 

The three drying centres attached to the rice mills are being 
utilized to maximum capacity. Shifting of dryers from 7 centres 
has been completed and they are in the process of installation at 
different rice mill locations. The Corporation 'will, however, keep 
a close watch on the working of all the dryers so as to ensure their 
maximum use and obviate any losses. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2-72-
FFC, dated 7th December, 1972]. 

Recommendation (Serial No. 48) 

The Committee note that the procurement price of wheat since 
1969-70 had been and still is Rs. 761- per quintal for all varieties ex-
cept red indigenous variety subject to marginal adjustment in price 
in some States. Marginal increase in procurement price may have 
been just about sufficient to cover the higher cost of inputs and the 
General rise in price index. Agricu~tural Prices Commission had 
been recommending lowering of the procurement price of wheat but 
the Government firmly stuck to its view that such a step will 
dempen the spirit of farmers and reduce over all production or 
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 concerned that the interests of consumer 
should be fully taken care of. Farmers should have the satisfac-
tion that the procurement price not only adequately compensates 
th£'m for the rise in the cost of inputs like fertilizer, power etc. but 
also leaves them with a fair return on their investment, and labour. 
The consumers should have the feeling of sharing the glow of green 
revolution by ensuring to them supply of foodgrains at a reasona-
ble price. The Committee have no doubt that Government would 
take care of the legitimate interests of farmers and expectations of 
consumers in fixing the base price for {oodgrains. (para 9.13). 
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Reply of Government 

The observations of the Committee have been noted. Govern-
ment would like to reiterate that it would continue to take care 
of the legitimate interests of farmers and expectations of the con-
sumers in fixing the base price for foodgrains. 

{Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-'121. 

Recommendation (Serial No. 59) 

The Committee recommend that steps to bring the Food Corpo-
ration of India within the audit control of Comptroller and Auditor 
General of India be taken as early as practicable. (Para 11.34). 

Reply of Go\rernment 

Government of India have already taken a decision to amend the 
Food Corporations Act, 1964 so as to bring the accounts of the Food 
Corporation of India within the Audit Control of the Comptroller 
and Auditor General of India. The Bill to this effect has been intro-
duced in the Parliament in the current winter session (November-
December, 1972). \ 

rMinistry of Agriculture (Department of Food) O.M. No. 19-2-72-
19-2-72-FCC, dated 7-12·7~. 



CHAPTER III 

.RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT REPLIES 

Recommendation (Serial No.6) 

The Committee are conscious of the fact that food is a concur-
rent subject under the Constitution and hence the procurement 
policy had to be decided by the State Governments keeping in view 
the local conditions, in consultation with the Central Government. 
The Committee, however, recommend that Central Government 
should utilise the forum of Chief Ministers' Conferences and urge 
upon the State Governments to evolve their procurement policies 
on a stable basis so that changes from year to year or even during 
the course of a year in such policies are obviated. The Committee 
are of the view that stability in procurement policies is vital for 
effective implementation of food policy. It is to be achieved by the 
Central Government and the State Governments by mutual consul-
tation and above all by making the operations of the Food Corpora-
tion So effiCient and economic in the field as to win the confidence 
of the agriculturist, the consumer and the local authorities. (Para-
graph 3.16). 

Reply of Government 

The observations of the Committee have been noted. Govern-
ment constantly endeavours to achieve a general consensus on the 
national food policy in the bi-annual Chief Ministers' Conference 
which are generally held -before the commencement of the kharif 
and rabi procurement seasons. On its part, the Central Government 
have been urging the State Governments to maintain the procure-
ment policy consistent with the national food policy, on a stable 
basis. These efforts would be continued in the future also. 

2. As for the operations of the Food Corporation of India these 
are constantly subject to review not only by the management of the 
Corporation, but also by the Government of India with a view to 
effect such improvements and economics as are possible. Some of 
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the steps already taken by the Corporation in this regard are listed 
below:-

(a) Resorting to direct purchases from the cultivators; 

(b) Doing away with the intermediaries; 

(c) Scientific planning and rationalisation of all movements 
to bring down the transportation cost; 

(d) Keeping a constant watch on the rates paid to the con-
tractors. 

(e) Periodical review of administrative overheads to keep· 
them as low as possible without adversely affecting the 
efficiency etc. 

[Ministry of Agriculture (Department of Food) O.M. No. 
19·2-72-FCC, dated 7-12-1972.1 

Recommendation (Serial No.9) 

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, however, 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 turn-
over alone. (Paragraph 3.32) 

Reply of Government 

The Committee observed that the Food Corporation of India's 
efficiency as a trading enterprise could be judged more on the basis 
of servke it renders to the farmers and the consumers in the coun-
try than on the basis of turnover alone. In this connection, it may 
be mentioned that the Corporation has, since its inception been 
procuring foodgrains under the price support scheme and thus as-
suring the grower an assured return so as to sustain his enthusiasm 
for increased production. The Corporation has also been providing 
foodgrains to the Public Distribution System and wheat to the 
Roller Flour Mills at reasonable rates throughout the year. In view 
of the existing scarcity conditions., the Central Government has 
asked the State Governments to open more Fair Price Shop:=:. On 
its part, the Corporation will ensure that continuous and regular 
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supplies to these shops are maintained so that the consumer is: 
not put to any hardship. 

[Ministry of Agriculture (Department of Food) O.M. No. 
19-2-72-FCC, dated 7-12-721. 

Recommendation (Sr. No. 10) 

The Committee note that some States have still not passed the 
necessary legislation to establish regulated markets and that out of 
3406 markets in the country as many as 1261 are not regulated. 
The Committee cannot too strongly stress the need for establish-
ment of regulated markets in all the States for these are the best 
means of assuring a fair deal to the farmer as also facilitate the task 
of any Government agency like the Food Corporation of India to 
procure foodgrains in well regulated conditions. The Committee 
also wish to draw in this connection attention of Government to 
the recommendation made by the Estimates Committee (1960-61) 
in para 77 of their 129th Report on the Directorate of Marketing and 
Inspection (Ministry of Food and Agriculture), wherein it was stres-
sed that (i) States which had not enacted legislation for regulation 
of markets should be persuaded to do so; (ii) ·constitution of Market 
Committee should be uniform (iii) representation of growers in 
market Committees should not be less than 50 per cent: (iv) rates 
for varic·us Commodities should be widely disseminated among pro-
ducers, and (v) grading facilities should be provided to make the 
producers quality conscious. The Committee would like concerted 
measures to be taken to achieve these objectives in the interest of 
the producer. (Paragraph No. 3.36). 

Reply of Government 

17 States and 3 Union Teq-itories have enacted legislation for 
regulating the markets. There are only four States and six Union 
Territories which have not so far enacted legislation for regulation 
of markets. The States are Jammu & Kashmir, Assam, Meghalaya 
and Nagaland. Assam has already prepared a draft bill which is 
expected to be passed by the State Legislature soon The Govern-
ment of Jammu and Kashmir is also considering to enact a legis-
lation. Meghalaya and Nagaland are new States and they are being 
persuaded to have necessary legislation early. Of the six Union 
Territories, Pondichery has already prepared a bill which will be 
passed by the State Assembly very soon. Efforts are being made· 
to persuade the other Union Territories to pass the legislation. 
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,"The .. toti,ll number of regulated markets in'the country has now 
:~ncreased to 2754 and efforts are being made to bring all the ren'lain-
ang important markets under regulation by the end of 4th Plan . 

. As regards the constitution of market Committee and represen-
-tabon of growers, the Government is advising the States to follow 
theSe recommendations especially when any new legislation is re-
ferred to the Government for scrutiny. 

Most of the regulated markets are now dissemlnatin.g the' rates 
jor various commodities in the market yards. Steps are being 
taken to introduce grading in the regulated markets prior to sale. 
-{Para 3.36). 

TMinistry of Agriculture (Department of Food) O.M. No. 19-2-72.-
FFC, dated 7th December, 1972]. 

Recommendation (Sr. No. 13) 

The Committee are happy to note that the target of buffer stock 
-.of 5 million tonnes of foodgrains by the end of the Fourth Five 
Year Plan fixed by the Central Government has already been 
.achieved becaUSe the present stock of foodgrains with the Govern-
.ment is stated to be about 8-112 million tonnes which includes an 
operational stock of 2-1\2 million tonnes. (Paragraph 4.51). 

Reply of Government 

The target of buffer stock has now been raised to 7 million tonnes 
for the remaining period of the Fourth Five Year Plan. 

IMinistry of Agriculture (Department of Food) O.M. No. 19-2-72~ 
FFC, dated 7th December, 1972]. 

Recommendation (Sr. No. 14) 

The Committee are glad to note that the Expert Committee ap-
pointed by the Planning Commission and consisting of represen-
tatives of the Planning Commission, Minif'tries of Agriculture, Fin-
ance, Railway Board, Food Corporation of India etc. had carried 

.out a systematic assessment of country's requirements for storage 
d~ring the Fourth FiVe Year Plan. The Committee hope that their 
assesS'IIlent will serve as a gu:de for Government and the Food Cor-
poration of India for drawing up a programme for augmentation of 
storage capacity. The Committee recommended that while drawing 
up a programme for the augmentation of storage capacity in the coun-
.~y, the point upfowhich storage would be absolutely necessary 
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and beyond which the money locked up in 9torage would be coun-
ter productive should be carefully determined. The Committee 
find that if past experience is any guide wheat virtually 'cascades' 
into mandis in wheat producing States and has to be bought at 
support prices. This naturally creates problems of storage and 
transportation. 

The Committee feel that perhaps the best way is to encourage 
provision of warehouses and storage accommodation by the co-
operative societies in agriculturally surplus area so that it achieves 
the dual purpose of providing staying power to the farmer and 
regulating the flow of the foodgrains into the market. The spare 
storage capacity could be utilised foc other grains also depending 
on the seasonal requirements. The Committee would, therefore, 

urge Government to give encouragement to co-operative societies 
to set up modern storage facilities which are free from rodent and 
other pests and would serve best the interest of the producers and 
the people at large. Government should also exercise necessary 
vigilance in the formative years to ensure that the producers get 
dependable storage services, free from any suspicion of malpractices 
of mis-management. Government Food Corporation of India should 
alSIO develop in the light of their experience and in consultation 
with Research Institutions design and specifications for storage 
which would meet best the requirement of co-operative societies. 
(Para 4.20). 

Reply of Government 

The recommendations of the Expert Committee serve as a guide 
in drawing up the programme for augmentation of storage capacity 
in each State. However, to the extent to which the break through 
in food production necessitates a departure from the recommenda-
t o'1.~ of the Expert Committee as for example, in State like Punjab, 

-Haryana. Uttar Pradesh, Madhya Pradesh etc. the attendant factors 
like the quantum of arrivals and lack of adequate transport facili-
ties are also taken into account in deciding the additional storage 
capacity required in the States. 

While drawing up a programme for augmentation of storage 
capacity in the country, the point upto which storage would be 
absolutely necessary and beyond which the money locked up in 
storage would be counter productive will be carefully determined. 
l'T .... ('essarv studies as recommended by the Committee would have to 
be unde;taken through the Central Storage Committee, or an Ex-
pert Committee specially constituted for this purpose, while taking 
up the future construction progr8~me. 
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Financial assistance is already provided to the Co-operatives for 
construction of Modern Storage facilities which are free from rodent 
and other pests. Upto the end of 1971-72 the Co-operatives have 
generated a storage capacity of 32 lakh tonnes, and it is expected 
that during the remaining years of Fourth Plan additional capa-
city of 12 lakh tonnes will be generated. It may be noted that 
bulk of the Co-operatives storage space is required for fertilizer 
and other agricultural inputs and marketing requirements. This 
was also noted by the Expert Committee on storage. 

The godowns Df the Co-operatives are being used by the Food 
Corporation of Indir for procurement operations in States like, 
Mysore etc., In Punjab, Haryana and Uttar Pradesh, the Market-
ing Federations have been engaged in procurement opera-
tions. These agencies are already using their own godowns. In 
the approach paper prepared for the Fifth Five Year Plan, it has 
been assumed that about 1.0 million tonnes of the godown capacity 
of the Co-operative Sector would be available for temporary storage 
of foodgrain, immediately after procurement. 

The services to the producers in the field of storage are being 
made available by the Central and State Warehousing Corporations. 

Improvement of farm level storage has been pursued by research 
into suitable designs by the Indian Grain Storage Institute, Hapur 
and also research into ways of improving indigenous designs. A 
number of designs for domestic hins, etc. have been finalised, and 
these are being popularised through extension work. The size of 
the problem is, however, extremely big, and a larger plan is being 
prepared for inclusion in the Fifth Plan. 

The Expert Committee has examined the various designs for 
construction of godowns and has recommended that the design now 
being adopted by the Food Corporation of India for the single span 
godown of 427' X 71'-1-\2" is. quite suitable. This Committee has 
also recommended the adoption of the same specifications for smaller 
godowns which may be necessary for other agencies (vide Anne-
xure IT of Chapter 'VI of Part I of the Expert Committee Report). 

The recommendation of the Committee has, however, been care-
fully noted for effecting further improvements in this direction. 

[Ministry of Agriculture (Department of Food), O.M. No. 19-2/ 
72-FCC, dated 7-12-19721. 



69 

Recommendation (Sr. No. 15) 

During evidence it was admitted by the official representatives of 
the Ministry that some of the storage accommodation in the country 
was not of the requisite standard. The Cbmmittee wish to stress that 
whatever additional storage capacity i's created under the Fourth 
Five Year Plan or subsequent Plans, it would be based on the most 
modern scientific techniques and should be equipped with latest 
facilities to prevent damage of foodgrains during storage and to en-
sure most economic handling (Para 4,21). 

Reply of Government 

The available storage capacity indicated at paras 4.10 and 4.11 of 
the report (at page 35 of the report of the Committee on Public 
Undertakings) includes both owned and hired capacity, while para 
4.18 of the report relates to hired storage accommodation only. The 
additional capacity created by the Food Corporation conforms to 
'standard designs and is also in conformity with the recommendations 
of the Expert Committee set up by the Planning Commission. A part 
'Of the storage capacity hired from private parties is sub-standard and 
is not fit for long term storage. This will be gradually replaced as 
and when the FCI constructs its own godowns. 

In devising any new design for foodgrain storage, the cost aspect 
.and its impact on the storage charges have to be borne in mind. 

The godowns which are being constructed by the Food Corpora-
tion conform to the design and specifications recommended by the 
Expert Committee and eliminate the defects observed in the earlier 
'constructions. The Corporation has also taken up construction of 
silos now at variou'S centres'in the Northern States. These silos will 
be fully mechanised and are considered the most scientific method for 
storage of foodgrains in bulk. One silo of 20,000 tonnes capacity is 
nearing completion at Faridabad. One more of similar capacity is 
under construction at Naraina in Delhi. Ten more such silos are 
being taken up in Punjab, Uttar Pradesh and Rajasthan under the 
World Bank Assistance programme. 

The godowns are normally equipped with a laboratory to analyse 
and grade the commodity, and also supplied with equipments and 
materials required for quality control. 

[Ministry of Agriculture (Department of Food), a.M. No. 19-2/ 
72-FCC, dated 7-12-72]. 
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Recommendation (Sr. No. 17) 

The Committee feel that the view expressed at the Seventh Asia: 
Pacific Food Production Conferenc,e held in January, 1971 in New 
Delhi that colossal wastage of food grains due to inadequacy of trans-
port'and storage facilities can be prevented by setting up a chain of 
"Portable Warehouses" in the country deserves a close study by 
Government. The Committee recommended that feasibility studies 
should be carried out to determine whethet" it would be advantage-
ous and if so te· what extent, to introduce portable warehouses in 
the country to cater for the requirements of peak periods (para 
4.23) . 

Reply of Government 
With the increase in Agricultural ProductioQ, storage needs havE" 

risen steeply. Apart from long term storage in warehouses built up 
and being built in the country, need for emergericy storage for food-
grains which cannot be immediately moved out ha'S assumed signi-
ficance. Portable warehouses developed in the United Kingdom by 
using butyl rubber can possibly meet this requirement partly. Before 
their use, however, it is necessary to try them out under the extreme 
climatic conditions of the Northern Parts of the country where the 
emergency storage has become a necessity and the Food Corpora-
tion of India, which is the Agency that is to handle large part of 
the emergency storage has proposed obtaining these butyl rubber 
Cherwell Silos for being given a trial under the Indian conditions. 

Order of import of butyl rubber silos (250 tonnes capacity each) 
has already been placed and necessary trial would be undertaken 
on receipt of the same. 

In this connection, it may also be stated that the Food Corporation' 
of India has embarked on large scale 'CAP' (Cover & Plinth) 
storage to overcome th~ shortage of storage accommodation. 

In this type of storage, st~ks are well protected against the' 
vagaries of weather by covering the stocks with polythene covers 
of adequate thickness. Stacks are built on raised platforms made of 
bricks which are cement pointed. Wooden crates, bamboo mats and 
polythene sheets are provided on these raised platforms and thE" 
stacks built thereon to ensure protection to the bottom layer bags. 

Experience of last two seasons appears to show that this type of' 
storage developed by the Food Corporation of India is well suited 
for Indian condition to be adopted as a portable seasonal 'Storage. 
Final decision on the type of portable silo would be taken after the-
silos from the U.K. are tried out. 
[Ministry of Agriculture (Deptt. of Food) O.M. No. 19-2 J 72-FCC. 

dated 7-12-72-1-
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Further information called for by the Committee 

Please state the latest position in regard to the introduction of' 
portable warehouses in the country to cater for the requirements of 
peak periods and whether decision on the type of portable silOs has 
been taken? 

[L.S. Sectt. O.M. No. 13-PU/72 dt,4-7-1973]' 

Reply of Government 

Two Cherwood Butyl Rubber Silos with a capacity of 250 M.Ts. 
c~c~Jmported from the United Kingdom have been set up at Khanna' 
(Punjab). The filling of these.sHos'with wheat is almost complete. 
The suitability of these silos as portable warehouses under Indian 
conditions would be tested by making observations for the next' 8 
to 10 months. A final decision in regard to their suitability will be 
taken in the light of these observations. 

[Ministry of Agriculture (Department of Food), O:M. No. 19-2/ 
72-FCC-I, dated 2s.-7-73]. 

Recommendation (Sr. No:' 18) 

~ .. The Committee regret to note that Crash Programme had failed 
to correct regional imbalances 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, re-
commended that Government should drawn up future programme of 
augmentation of storage capacity with an eye on correction of re-
gional imbalances and keeping in view the field experience gained 
by the Food Corporation of India. (Para 4,24). 

Reply of Government 

A statement showing the statewise production during 1970-71, the 
owned storage capacity as at the end of 1970-71, the percentage to-
production levels, the anticipated production during 1973-74, the 
anticipated storage capacity and the antiCipated percentage of storage 
capactiy to the anticipated production to each State, is attached' 
(Appendix IX). Except in pre-dominantly surplus States which-
off'ered scope for massive procurement in recent years, and in 
chronically deficit areas, attempt has been made to correct the regio-
nal imbalance. In the surplus area, provision of additional capa-
city was necessitated by lack of adequate transport facilities ~ 
move the food grains to areas of storage ,and lor consumption imme-
diately after purchase. 
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The future programmes in these States will be chalked out 

keeping in view the correction of such imbalances. 

{Ministry of Agriculture (Deptt. of Food) O.M. No. 19-2j72-FCC, 
dt. 7-12~1972.] 

Recommendation (81. No. 20) 

The Committee find that the utilisation of godowns on gross 
capacity has improved from 52 per cent in 1965-66 to 77 per cent 
in 1971-72 (April-June). On usable capacity, the utilisation was 58 
per cent in 1965-66 but in 1971-72 (April-June) it has gone upto 86 
per cent. Though some improvement in the utilisation of godowns 
-over the years is thus discernable the Committee cannot regard the 
present level c·f utilisation as the optimum one. It is rather strange 
that on the one hand it is said that storage capacity in the coun-
try is inadequate to cater to the growing needs of the country but 
on the other hand one finds the utilisation of existing capacity 
as only 77 per cent of gross capacity and 86 per cent of usable 
t:apacity. It appears that Government and the Food Corporaticn 
of India are not giving adequate attention to the problem of opti-
mum utilisation of existing storage capacity in the country. Opti-
mum utilintion of storage capacity at procurement centres and 
consumption points cannot be ensured without evolving an inte-
grated pattern for procurement, mo-vement, storage and distribu-
tion after n close study of full conditions. The Committee, there-
"fore, strongly recommend that concrete measures aimed at optimum 
!Utilisation of storage capacity should be evolved and given effect to. 

(Para 4.35). 

Reply of Government 

At the outset, it may be explained that it is not possible to 
-ensure peak utilisation of all godowns at all times. In the peak 
season wh(1n the grain cascades into- the market, the Corporation 
must have storage to protect the grain from rains, damage due to 
pests etc. As the grain moves to other parts of the country, the 
storage gooowns where the grain is initially stored will get vacat-
-ed gradually. Thus the storage created at the grain producing 
centres would reach optimum utilisation soon after the harvest 
and this would taper-off with the passage of time. On the other 
hand the receiving goclowns at the consuming centres where 
stock's had got depleted before the harvest will reach near full 
capacity a few months after the harvest. 

Notwithstanding the general consideration mentioned above, in 
:a standard godown, where the foodgrains are stored, some space is 
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inevitably lost on account of the need for making variety-wise 
stacks, for leaving certain space for operational requirements like 
rebagging, reconditioning,clearing etc. of the grain stored and for 
the space required for temporary storage 'Of scientific equipment in 
use within the godowns, empty gunny bags, stocks of insecticides 
~tc. Space is also required in godowns for segregation of mixed! 
mfested/wet bags. There may also be occasions when the stacks 
'Cannot be built to the maximum height because of labour resist-
~nce and when ,different varieties of grains are stored. 

The space required on account of operational factors was assess-
oed at about 8 per cent of the floor area of 10 per cent of the storage 
capacity vide para 6.7 of Chapter 6 of Part I of the Expert Com-
mittee's Report. It will thus be seen that out of a gross capacity 
of a godown, the maximum that can be used is only 90 per cent. 
During 1971-72 (April to June), the month-wise utilisation has 
been as indicated in the (Appendix X). It will be seen therefrom 
that the peak utilisation was in the month of July, 1971, when 87 
per cent of the gross capacity and 97 per cent of the net storage 
'Capacity had ,been utilised and only about 3 per cent of the net 
storage capacity remained unutilised. The average utilisation for 
the whole year wc·rked out to about 80 per cent of the gross capa-
'City and 89 per cent of the net storage capacity. As the storage 
-capacity is being planned to meet the peak requirements which is 
normally during the peak procurement season, the maximum utili-
'sation can be ensured only during the peak procurement season. 

It has also to be mentioned that during the peak procurement 
l~,dod, particularly during the rabi ieason while the storage (8Pll-
city, in spite of considerable augmentation and resMt being had to 
CAP (Sover & Plinth Storage), is under very heavy strain, the spare 
capacity available in non-procurement areas remains comparatively 
underutilized. This is, because, in spIte of maximization of move-
ment of procured grains out of procurement areas, sizable stocks 
'still remain in storage in these areas. An effective answer to this 
hat to be found and the Corporation's efforts are constantly being 
directed towards that end. 

The Committee's recommendation is, however, carefully noted 
-and suitable steps have been taken for ensuring optimum utilisation 
of the storage capacity. 

IMinistry of Agriculture (Deptt. of Food) a.M. No. 19-2172-FCC, 
dt. 7-12~1972.] 

~674 LS--6. 
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Recommendation (SI. No. 24) 

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

The Committee expected Food Corporation of India to be seri-
ously exercised about the matter and spare no effort to get an 
officer whose services would be available on an assured basis for a 
length of time so that all loopholes in the existing system which 
gave rise to thefts and pilferages were identified and effective re-
medial measures taken to plug them. The Committee are there-
fore not able, to appreciate how the Corporation 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 I Government to go into the matter and ensure 
that an officer whose services would be available for a length of time 
and who has proven experience and ability in security duties, is 
appointed to the post and held responsible for effectitely organis-
ing the security measures so as to bring ahout appreciable reduc-
tion, if not elimination, of thefts from the godowns of the Food 
Corporation. (Para 4.58). 

Reply of Government 

The Food Corporation of India has been seriously exercised about 
cases of theft and pilferages at its godowns. Considering the size 
of the Corporations operations, pilfera!le and other malpractices 
in storage and in transit cannot be ruled out altogether. But steps. 
have surely to be taken to minimize these losses. 

With this end in view, the following steps have been taken:-

(i) Security measures in the Depots have been tightened up-
by posting adequate numbers of Chowiudars. Arrange-
ments are being made' to have the Chowkidars trained 
with the Industrial Security Force and then to constitute 
them into a cadre of trained and disciplined watchmen I 
security personnel. Suitable proposals for the constitution 
of a Watch and Ward cadre have already been submitted 
to the Government of India for approval. 

(li) In the meanwhile, Central Industrial Security Force, has 
been deployed at the more vulnerable Depots, from where 

1 a number of complaints of pilferage were being received. 
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such as, Gaya Dighaghat, Phulwari, Sharif, Mokamen and 
Siliguri. This has had 8 very salutory effect in reducine 
the number of theft .. 

(tii) Vigilance machinery has been ~reated at the Headquarters 
to ensure that all complaints received about pllferage of 
stocks are promptly investigated on the spot and suitable 
action taken against the guilty persons. Steps are also in 
hand to further strengthen this machinery upto the unit 
level. 

(iv) Weigh-bridges have been installed at the major godowns 
with a view to keeping strict watch over the incoming 
and out-going stocks and more such weigh-bridges are 
being installed in a phased manner. 

(v) Regular checks are being arranged by Audit and Physical 
Verification Squads of the Zonal/Head Office. Discrepan ... 
cies brought to light are thoroughly investigated and action 
taken against the delinquent officials. 

(vi) With a view to streamlining the security organisation and 
supervisiJ:1glcoordinating action on the lines indicated so 
as to minimise the chances of pilferage. it was considered 
necessary to have the services of a Police Officer of sui. 
table status and seniority who was also well versed in 
the matter of Industrial Security. The present Incumbent 
of the post of Manager (Security) answered all these 
qualifications with his vast experience in the I.P.S. (U.P. 
Cadre) and as Security Officer of the Northern Railways 
and as such he was appointed to the post. He has done 
the necessary pla~ning in a short time and is engaged 
in setting up of the machinery described above. 

[Ministry of Agriculture (Department of food) O. M. No. 19--
2172-FCC, dated 7-12-1972.] 

Recommendation (S. No. 25) 

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

Reply of Govermilent 

These points are already beipg examined by the Corporation and 
to the extent it is found feasible, efforts will be made to reduce the 
weight of standard bags keeping in view the trade requirements 
in each State, the cost of filling of bags, the difficulties experienced 
by labourers etc. 

[Ministry of Agriculture (Department of Food) a. M. No. 19-
2172-FCC, dated 7-12-1972.] 

Further Information calIed for by the Committee 

The result of the examination and steps taken by Government 
in regard to standard weighment, stitching and packing of bags etc. 
may be furnished in detail for the use and information of the Com-
mittee. (L.S. Sectt. a.M. No. 13-PU172 dt. 4-7-1973). 

Reply of Government 

The bagged cargo particularly of rice which was being received 
from America constituted weight of 100 Lbs net. The fertiliser cargo 
is also in 50 kg. bags. At the ports, fertiliser bags are being stan-
dardised at this weight because the labour had been finding It diffi-
cult to handle heavier bags. This was also preferred to eliminate 
the use of hooks by the labour. 

2. The above practice could not, however, be adopted universally 
for foodgrains as it is likely to create difficulties and would. in the 
first instance. reduce the earnings of the labourers during the day. 
The difficulties which are likely to be faced in the event of reducing 
the size of the packing are enumerated below:-

In the introduction of small-er bags of 55 'kg, even if Food 
Corporation of India agrees to the introduction of the 
same, it cannot do se unless this packing is adopted uni-
formally by the trade throughout the country. Therefore. 
it will not be feasible for the Corporation to adopt this 
size for obvious reasons. Secondly, there will be loss of 
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earnings to the workers by handling the foodgrains bags 
in small packing at the depots as compared to the earning 
by handling in the present packing. The workers have 
been insisting that the weight to be carried should always 
be limited and even in the ca~ of bags weighing 95 kg. 
they have been reacting sharply, demanding tnter-alia 
compensation therefor in case the weight of bags exceeds 
this limit. In fact, the Regidnal Managers have been 
authorised by us to pay 5 per cent extra for bags weigh-
ing more than 95 kg. to meet this demand of the workers. 
However, on the same analogy, if the earnings of the wor-
kers go down on account of the fact that they are requir-
ed to handle smaller bags of lesser weight, it would be-
come difficult for us to resist if and whim so demanded by 
them. Once the workers realise that their earnings are 
likely to be affected, it would not be possible to withstand 
the pressure on the demand of the workers for increased 
charges on per bag basis of smaller weight. Thirdly, 
the cost of handling on account of packing in small 
bags will go up considerably. Fourthly, the storage cap~ 
city will be adversely affected as in a regular stack 
(30' X 20'. area) of 93 kg. packing, only 2318 bags (55 kg.) 
or 127 tonnes can be stacked as against 1768 bags (93 kg.) 
or 164 tonnes, upto 16-18 bags high. This would mean a 
loss of about 23 per cent storage space. This converted 
into area per tonne would mean 1.5 sq. ft. more area or at 
the rental rate of 50 paise per sq. it., the extra cost will be 
0.75 per tonne per month. This loss. of course, will be of re-
curring nature. Keeping in view the target of 8 million 
tonnes for internal procurement and paucity of storage 
capacity in the country, the Corporation can ill-afford to 
lose the storage capacity on account of change to smaller 
packing. 

Fifthly, tqe switch over to small packing will lead to: 

(i) depletion in the carrying capacity of the rolling st()ck~; 

(ii) delay in loading/unloading operations; 

(iii) more fatigue to the labour as they will pave to make 
almost double the trips and travelling double the dis-
tance, for the same tonnage; 

(vi) additional requirements of jute twine in stitching more 
J: bags for the same tonnage; 
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(v) a\.nlost double the requirements of gunny bags per tonne 
and additional cost; 

(~i) comparatively unstable sta'tking; 

(vii) additional requirements of supervisory staff for weigh-
ment and counting; and 

(viii) modifications in the industry for jute bags. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/73-
FCC dated 28-7-73] 

Recommendation (S. No. 28) 

In the Committee's view, smooth movement of foodgrains de-
pends to a large extent on how well the movement of foodgrains is 
planned by the Food Corporation of India in coordination with the 
Railways. The Committee recommend that while preparing Move-
ment Plans, the aim should be to spread out movement of foo~ 
grains throughout the year so as to avail of closed wagons for safe 
transport. Now that the Food Corporation of India/Government 
have adequate storage capacity at their disposal this task should not 
prove formidable and it should be possible to draw up integral plan 
for procurement, movement and storage on the basis of well veri-
fied date. (Para 5.32). 

Reply of Government 

The Food Corporation of India is planning the movement of food-
grains in consultation with the Railways and the Department of 
Food taking into account the stock; the handling capacity available 
at the loading points, the requirements in various States; the Rail-
way's capacity to supply wagons, and the handling and storage capa-
city at the terminals. The movement of foodgrains is maximised 
during the non-monsoon period even by using open wagons so that 
sufficient stocks of foodgrains are available in various States duX'--
mg the monsoon period. During the monsoon period, the loading 
rs comparatively less because foodgrains are despatched only in 
water-tight covered wagons whose availability is limited. The Com-
mittee's recommendation that the Food Corporation of India should 
draw up an integral plan for procurement, movement and storage is 
.keady, by and large, being implemented. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2\72-
FCC, dated 7-12-1972] 
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Recommendation (S. No. 30) 

The Committee note that losses of foodgrains in transit had been 
rising steadily from 1.12 per cent of the quantity moved in 19650-66 
to 1.58 per cent in 1966-67 and 1.76 per cent in 1967-68 until 1968·69 
when such losses reached an all time high at 3.26 per cent. The 
Committee also note that subsequently, the Corporation had been 
able to arrest the rising trend of transit losses in close coordination 
with Railways. In 1969-70 transit losses were brought down to 1.4-
per cent and it is estimated that these losses may be only 1.23 per 
-cent during 1970-71. The Committee welcome the efforts made by 
the Food Corporation of India and the Railways to bring down these 
losses under control. The Committee, however, feel that scope for 
further reduction of transit losses still exists. Vigorous et'lorts are 
-called for to minimise the transit losses. With this end in view, 
:the Committee recommend the adoption of the following measures:-

(i) bagging, stitching and weighment should be done with ut-
most care to avoid spilage of foodgrains. Use of non-
standardised bags should be eliminated. Same types of 
scales for weighment may be used at loading and unload-
ing points; 

(it) loading and unloading operations should be supervised by 
responsible officials of the Corporation and the Railways 
because if the loading is done in a careless manner no 
amount of en route checks would be able to prevent these 
losses; 

(iii) 

(iv) 

(v) 

{vi) 

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

en route checks be intensified by the Railways to plug 
leakage of foodgrains and to ensure that tarpaulins remain 
in position and are not removed by unscrupulous people. 

en route surprise checks be carried out to ensure observa-
tion of instructions; and 
security arrangements be augmented to avoid pilferage of 
foodgrains at loading and unloading points and Railway 
yards. 
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Reply of Government 

The Food Corporation of India have taken note of the various 
specific recommendations of the Committee in regard to· the pack-
age, proper supervision of loading/unloading and maximum move-
ment of foodgrains in covered wagons. The Food Corporation of 
India will also continue to ensure that whenever in exceptional and 
unavoidable circumstances foodgrains have to be loaded in open 
wagons to avoid any crisis either in the procurement areas or in 
the consuming areas, these will be adequately and properly protect-
ed with tarpaulins and safely escorted from the loading station to the 
destination station. . 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2172-
FCC. dated 7-12-19721 

Recommendation (S, No. 31) 

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

• 
Reply of Government 

A Task Force has been constituted by the Food Corporation of 
India with Manager (Planning and Research) as a convener, and the 
Managers of Procurement, Movement and Storage Divisions as 
Members to formulate a perspective plan for the next two or three 
years for creating storage facilities (base depots and feeders de-
pots) both in the producing and consuming states and for rational 
movement of foodgrains consistent witli the anticipated procure--
ment and the long and short term requirements of storage accommo-
dation. 

2. The recommendations made by the Council for rationalisation 
of wheat movement will continue to be kept in view and adopted 
to the extent possible while framing the future movement plans. In 
fact the movement plans hitherto followed have conformed, by and 
lar~e, to' the pattern proposed in the study report of the National 
Council of Applied Economic Research. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2172-
FCC, dated 7-12-1972} 
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RecoJlUllendation (S. No. 32) 

The Committee find that the National Council of Applied Econo-
mic 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 problem of transportation of 
foodgrains. The Corporation, however, are not in favour of its in-
troduction because utility of the communications will in their view 
have to be seen not only with reference to its orientation in terms 
of limited transportation problem during the peak "Rabi" season 
but also with regard to plirchase and sale operations in a free mar-
ket when the Corporation will necessarily have to take snap de-
cisions on the basis of day-t<>-day fluctuations iq market prices. More-
over, installation of teleprinters/telex at the important producing 
and receiving centres would involve extra investment which, the 
Corporation feel, may not be commensurate with the advantages 
claimed. While it is true that installation of teleprinters/telex in-
volve expenditure, the Committee would like the Corporation to re-
examine the matter in the light of the following facts:-

(i) For a countrywide organisa~ion like FCI reliable and quick 
means of communicatil)n are an essential tool; 

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

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

(Para 5.45) 

Reply of Government 

At present the Food Corporation of India has 24 telex connec-
tions which connect the Head Office with all the metropolitan cities 
and State capitals (where Food Corporation vf India has its offices) 
with the exception of Orissa. The Government of India has been re-
quested to provide telex connections between Delhi and Kandla, 
Delhi and Bhubaneshwar. Though the recommendation of the 
National Council of Applied Economic Growth with respect to telex 
connection has already been examined in detail at the request of the 
Ministry, this will again be reviewed in the light of the observations 
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made by the Committee. For this pu.rpose, information on the various 
pa_rameters of the problem such as costs on the setting-up of 
different systems along with their running cost, regioD-wise expen-
diture being incurred at present on trunk telephones etc., is being 
collected and (thereafter proposal will be examined) this question 
of extension of telex facilities will be e.xamined in the light of this 
data. 

[Ministry of Agriculture (Department of Food) a.M. No. 19-2/72-
FCC, dated 7-12-1972] 

Further Information called for by the Committ'ee 

Please state whether the recommendations of the National Coun~ 
-ell of Applied Economic Research have been re·examined in the light 
()f the observations made by Committee on Public Undertakings 
and, if so, please state the latest position in details. 

(L.S. Sectt. a.M. No. 13-PU/72 dated 4-7-1973). 

Reply of Government 

Keeping in view the recommendation of the Committee and the 
importance of reliable and quick means of communication, the Food 
Corporation of India has, at present, got 24 telex connections at 18 
out of the 38 places in the country where telex faGilities are provided. 
The Head Office, which mostly communicates with the Zonal and 
Regional Offices either for getting information/data or for communi-
cating decision, is now linked by telex with all the Zonal and Re-
gional Offices (excepting Srinagar). In addition, the major port.s at 
Bombay, Cochin, Madras, Vishakhapatnam and Calcutta are also link_ 
ed by telex. With these communication facilities it has now been 
possible to have direct and quick contact with all the important units 
of the Corporation. 

The question of provision of facilities at the remaining places, 
where mostly district offices are located would also be kept under 
review on the basis of workload, so that the Regional and Zonal 
Offices could have direct communication system with the district 
offices. 
[Ministry of Agriculture (Department of Food) O.M. No. 19-2173, 

FCC, dated 25-7-1973] 

Recommendation (S. No. 33) 

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 
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further strengthening of the public distribution 9Ystem, particularly 
in rural and inaccessible areas. The Committee also note t1l.at as a 
follow up mea&ure, the Ministry of Agriculture (Department of 
Food) have requested the State Governments to "review the position 
in different areas of their States and keep arrangements ready for 
enlarging the fair price distribution system and extending it to 
areas where it does not exist at present, so that the system may 
start working immediately when need is felt for it in any particu-
lar area." The Committee are aware of complaints sometimes 
voiced in the Press that fair price shops in the rural areas hardly 
function and where they do, the quantum of ration available is in-
sufficient. The Committee have no doubt that in extending the 
system to rural areas and inaccessible areas in States, Government 
would take into account the d~fficu1ties being experienced by weaker 
sections of consumers in rural areas. The Committee desire that in 
the event of enlargement of the public distribution system to rural 
and inaccessible areas in various States, the Food Corporation of 
India would make special efforts to feed the public distribution 
system in such areas with assured supply of foodgrainS' at a reason-
able price. (Para 6.8) 

Reply of Government 

In order to improve the functioning of the food distribution 
system, the State GoveJ"nments have been requested to adopt the 
follOWing measures:-

(i) All food grains issued from the Central pool to the Statesl 
Territories should be distributed only through fair price 
shops. 

(ii) foodgrains should be issued from fair price shops only to 
card holders. For this purpose quick enumeration of the 
population and identification of persons who are in actual 
need of foodgrains cards should be taken up immediately. 

(iii) issue of foodgrains. including wheat products, should 
not exceed 2 kgS'o per adult per week. Issues of rice to 
be restricted to small quantities and only to habitual rice 
eaters. 

(iv) issues of foodgrains from fair price shops should be on 
weekly or fortnightly basis. 

(v) to introduce statutory control on the wholesale and retaii 
prices of wheat products and to regulate distribution of 
wheat products through fair price shops. 
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(vi) to strengthen and augment the public distribution system 
in general and in rural and inaccessible areas in particu-
lar to take care of the vulnerable sections of the popula-
tion including those in tribal areas. 

The number of fair price shops functioning in the country has 
now gone up to 1.61 lakhs as against 1.25 lakhs reported till the 9th 
August, 1972. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
\ FCC, dated 7-12-1972J 

Further Information called for by the Committee 

Please furnish a copy of the up-to-date sets of orders etc. issued" 
by the Government of India for the distribution etc. of fooograins. 

[L.S. Sectt. O.M. No. 13-PU/72 dt. 4-7-1973J 

Reply of Government 

A copy of the D.O. letter No. 375ISFI72, dated September 18, 
1972 issued to Chief Secretaries of all States and Territories in 
regard to measures to be taken for improving the food distribution 
system is attached. (Appendix XI) 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FF. dated 28-7-1973J 

Recommendation (S. No. 35) 

The Committee recommend that the present system of sale of 
foodgrains may be reviewed to see how it could be improved so as 

not to discouragE: small and bona fide traders. (Para 6.16) 

Reply of Government 

The Government of India have taken a decision to issue food.-
grains exclusively through the public distribution system. As such 
there could be no sale by the Food Corporation of India either by 
auction or by tender. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972] 

Recommendation (S. No. 43) 

The Committee find that since July, 1967 Food Corporation of 
India had so far produced 152,030 tonnes of 'Balahar' and Mill Atta' 
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fortified by it since 1970 was 42,012 tonnes. The Committee are 
convinced that at this rate it will not be possible to touch even the 
fringe of the problem of malnutrition and under-nutrition in the 
<:ountry. The Committee are glad that Government are conscious 
of the magnitude of this problem and are considering proposal to 
expand these programmes 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 Bakeries, stepping up of rate of production of Miltone setting 
up Soyabean and Groundnut fiour production plants, development 

-of weaning food utilising vegetable protein, etc. The Committee 
have no doubt that keeping in view the urgency of combating pro-
tein deficiency in the daily diet of the people particularly in the 
weliker sections of the society decisions on these proposals would 
be arrived at soon and the approved programmes would be imple-
mented with speed and vigour so as to bring these fortified foods 
within the reach of weaker sections of the society. 

The need for a nutri~ion programme particularly for the weaker 
sections of society has been recognised for decades in our country 
and a mention about it has also been made in our Five Year Plans. 
Now that Government have a country-wide agency in the Food 
Corporation of India and also adequate stocks, the Committee feel 
that it should not be too difficult to implement in letter and spirit 
the programme of making available nutritious foodgrains, e.g. 
'"'Balahar', . fortified 'atta' etc. at reasonable prices to the weaker 
sections of the society. The Committee need hardly stress that the 
programme should be eo implemented in the field that the benefit 
.reaches the weaker members of our society, particularly the children. 

(Para 7.47). 

Reply of Government 

The recommendations of the Commit~e are noted. With a view 
to covering as many children as possible under the program, action 
has already been initiated by the Corporation, as per the instruc-
tions of the Government to produce about 36,000 tonnes of Balahar 
in the States of Kerala, Tamil Nadu, Maharashtra, U.P., M.P., 
Mysore, Andht:a Pradesh, Rajasthan and Bihar during the year 
1972-73. Similarly, action has also been initiated for extending the 
fortification of the atta programme to cities like Bhopal, Kanpur, 
Delhi, and Ahmedabad, besides Bombay and Calcutta where the 
production is progressinll. An annroximate quantity of one lakhs 
10nnes of atta is likely to be fortified .during the year 1972-73. 
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. As regards making nutritious food stuff like Balahar and forti-
fied atta available at reasonable prices to the weaker sections of 
the society, the Government of India are seized of the matter and 
are taking action in this respect. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972] 

Recommendation (S. No. 44) 

The Committee note that the Food Corporation of India exercisec1 
quality control over foodgrains at three vital stages of procurement, 
storage and processing and that for this purpose the net work 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 called for ureent 
attention in order to ensure quality. The first problem which the 
Chairman of the Corporation termed as major one was that despite 
the fact that Food Corporation of India had their agency for quality 
inspection, when the State Government or the Marketing Federa-
tion passed on stocks to the Corporation at the loading pOinte, that 
is, Railway stations, cases had come to notice where such stocks 
were not put up to the Corporation for their inspection. The Com-
mittee consider this a serious lacuna and would urge the Central 
Government to take up all such cases promptly with the State 
Government concerned. The Committee would like to be informed 
of the concrete measures taken to ensure that wch lacuna in qua-
Ii ty inspection are rectified. 

Reply of Government 

Various measures have since been taken by the Government of 
India to induce the State Governments to agree to the super Ins-
pection of tocks by the Food Corporation of India at loading points 
and in cases where super inspection was not possible, to accept the 
responsibility for destination complaints. 

Initially, in cases where sub-standard stocks were despatched 
by the State Governments and their agencies even after protests by 
the Quality Inspectors of the Food Corporation of India the latter 
used to withhold 10 per cent of payment till these complaints were 
finalised. The State Governments of Punjab and Haryana-the-
principal defaulters-made a representation against this proce~ure
to the Government of India. After discussions with the varIOus: 
parties concerned, the following procedures were finally evolved: 
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(i) The Food Corporation of India will not withhold any pq_ 

ment to the State Government on account of complaints received by 
them from recipient State. 

(ii) In cases where stocks have been super inspected by the Food 
Corporation of India and a certificate has been given that the sto~ks. 
are of the approved quality, the Food Corporation of India will bear 
full responsibility regarding the quality of the stocks at the recipient 
end; 

(iii) In cases where stocks have been super inspected and a cer-
tificate has been given by the Food Corporation of India that the-
stocks are below the quality standard prescribed, the responsibility 

,of quality complaints at· the recipient end will be only that of the 
State Government; and 

(iv) In cases where stocks have been despatched without getting 
them inspected by the Food Corporation of India officials, complaints: 
regarding quality at the recipient end will be referred to a Commit-
tee consisting of the concerned Regional Manager of Food Corpora-
tion of India, Director of Civil Supplies of the State Government and 
the Managing Director of the Marketing Federation or their nomi-
nees. If it is established by the Committee that stocks so despatched 
were below standard, the procuring and despatching agency will 
accept the responsibility of paying the amount in question. 

Besides adoption of the above procedure, the State Go.vernment. 
Markfeds etc. have been pursuaded to get their staff trained in 
modern techniques of inspection and preservation of foodgrairis. 
The training facilities have been arranged at Grain Storage Re-
search and Training Centre of. the Department of Food at Hapur-
and at Food Corporation of India's training Institute at New Delhi. 

With the adoption of the above procedure and training facilities: 
to the State Government staff in modem techniques of inspection 
and preservation, the lacuna in quality inspection pointed out by thEt 
Committee has been rectifted. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972J 

Recommendation (S. No. 45) 
Another problem that needed to be tackled was the preponder-

ence of subjectivity in the matter of enforcement. of quality of food-
grains. It has beenrepre&ented to the Committee that in some case$ 
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the officials of the Corporation who were on the spot, rejected the 
grain offered by farmers for sale as being below "fair average quali-
ty" but when the same grain was purchased by the middlemen and 
offered to tht! Cor})9ration, it was accepted. This naturally gave 
rise to suspicion that in such dealings, the conduct of FCr officials 
was not above board and that it was the subjective judgement of 
·officials on the spot which really mattered. 

This is what was alleged to have happend while purchases of 
'Bajra' were made in Rajasthan. It was' admitted during evidence 
that Government had received such complaints from Uttar Pradesh 
and Rajasthan and they were looking into them. As was hinted, 
during the evidence of official representatives, it was just likely that 
in some cases the middleman indulged in the malpractice of purchasing 
the grain from the farmer, blending it with the better type of grain 
and passing it on to the Corporation as a blended grain. The official 
representative of the Ministry added that in Rajasthan, 'Bajra,' was 
purchased through middlemen because the market there was not 
properly organised and the avaEa,bility of grain was not very large. 
'The Committee are of the view that it should be possible for the 
Corporation to check this malpractice. The Committee are also con-
vinced that if the supervisory staff of the Corporation are alert and 
vigilant, it should be possible to introduce a greater measure of 
supervision on the exercise of discretionary authority by the 'officials 
on the spot. The Food Corporation of India should strive conti-
nuously to avoid the entry of middlemen in the Corporation's pur-
cha·se of foodgrains. (Para 8.27). 

Reply of Govemment 

The Food Corporation of India enter the market for the procure-
ment of wheat, paddy and coarse grains under the price support 

,scheme. The Food Corporation of India took up this task of procur-
ing wheat and paddy in the States of Punja.b, Haryana ond Uttar 
Pradesh quite satisfactorily, but the possibility of a few cases, where 
the Food Corporation of India officials may have indulged in mal-
practices in collusion with the traders cannot be entirely ruled out. 
The Department of Food is responsible for laying out the grain stan-
dards or uniform specifications for all grains required to be purchas-
ed by the Food Corporation of India, State Governments and Mar-
keting Federations for Central Pool. The Food Corporation of 
India is the executing agency for purchase of these grains. 

Since wheat constitutes the major foodgrains under price sup-
port scheme, hence during Rabi procurement this year, it was im-
pressed upon the Food Corporation of India that they should not 
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only open a large num~r of centres at convenient places for pro-
curement of wheat, but a.lso ensure that the price, puid to the culti-
vator, is in accordance w~th the declared policy of the Government 
of India. It was also impressed upon the Food Corporation of India 
that the malpractices indulged in, should be eliminated. In order 
to ensure that a price of Rs. 76p.q. is paid to the cultivators for 
F AO trade of wheat, a large number of sieving and cleaning 
machines were installed in the various wheat markets and the stocks 
arriving were subjected to cleaning aolld sieving, at the cost of the 
cultivators, so as to bring the wheat stocks to FAO Grade, thus, 
enabling he farmers to he p~i:.l the procurement price of TIs. 76 p.q. 
It was, on .this acc01,l.nt that about 95 per cent of the stocks purchas-
ed were paid the FAQ Price. In addition, the food Corporation of 
India also formed special squad consisting of. senior offi~ers' for sup-
ervising and looking after the ·procurement operations in the major 
wheat producing States who were constantly on tour of the various 
procurement centres. .~()~~ ~eni?f ~fficEJrs qf the Daptt. of Food also 
visited various ma.rkets in Uttar Pradesh and gave on-thc-spot ins-

. tructions to the Food Co.rP9ration, of. India staff, wherever necessary, 
with a vie~ tQ. eliminate th~ maipracticel;i reported earlier. Efforts 
are at presen.t being made to eliminate the middlemE'nfrom the pro-
curement operations by purchasing grain either directly from the 
farmers or through the cooperatives. 

[Miiristry of Agricultur~(D~partment of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972] 

Recommendation (Serial No. 46) 
) . 

The Committee consider that since the Food Corporation of India 
has been primarily constituted in the interest of the producer and 
the. consumer it should be its c~aseless endeavour to serve ~th th~se 
interests and eliminate the intervention of middlemen to the ma.xi-
mum extent possible. In this context the committee would urge 
that, either the foodgrains should be procured directly from the far-
mer or from collection centre which may be organised in coope-
ration with agricultural cooperative societies of standing. The Com-
mltt~ are glad to note that thf' Food Corporation of Jndi;) procured 
25 per cent of foodgrains in Rabi season through cooperatives. This 
trend needs to be greatly accelerated. Th~ Food Corporntion may 
also have their own procurement organisations in "Mandis" so that 
the farmers who come there can sell the foodgrains directly to them 
without the intervention of any middlemen. In order to impire in 
the produt!ers a feeling of confidenc" in thE' catertr)risntion of fooi-
gTains . ahd the prices being paid for them, the Committee stiggest 

2674 1.&-7. 
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that the Food Corporation/Local authorities should widely publicise 
the grades of foodgrains and the prices being currently paid by the 
Food Corporation amongst the farmers so that they are encouraged 
to sell their foodgrains directly to the corporation than to "Arhtias" 
and other middlemen. The specifications should be so laid down 
that they are readily understandable to a farmer. What is c::ven 
more important is that the process for categorisation should be done 
in such a manner as to leave no scope for any unfair or malpractice 
to creep in. The farmers need payment in cash. The corporation 
should ensure that there is qUick and prompt payment "on the spot" 
to the farmers for their foodgrains so as to win and sustain their 
confidence. The Committee consider that the Food 'Corporation 
should continuously endeavour to pass on the benefit of higher prices 
to the producer so as to serve one of the primary objectives for which 
they ha.ve been set up. (Para 8.28). 

Reply of Government 

In order to give effective price support to the farmers and to 
eliminate the intermediaries/middlemen, FOod Corporation of India 
is making every effort to purchase stocks directly from the cultiva-
tors or through the agency of cooperatives. Purchase centres nre 
also being located at convenient places to facilitate the marketing of 
foodgrains by the farmers. Government have laid down uniform 
quality specifications for almost all major food grains grown and pro-
cured in the country and publicised the same through mass media of 
circulation as All India Radio etc. The procedure for analysis and 
the definitions of various refractions have been standardised by the 
Indian Sta.ndard Institute in consulhtion with this Department, and 
the same are being followed by the FCI during its purchase opera-
tions. The procedure and definitions and specifications prescribed 
are very simple and clear and are easily understood by farmcrs. 

All procurement agencies viz. FCI, State Governments and the 
cooperatives are widely publicising every year the specifications and 
the prices for different grades of foodgrains with a view to encour-
aging the farmers to sell their produce directly to them. Pamphlets 
and posters are distributed/displayed in the local languages to ex-
plain to the cultivators the object of the price support operations 
and its details. 

In regard to payment 'on the spot' it may be mentioned that 
where procurement is being done through agents, the latter are 
required to make immediate payment to the cultivators and then 
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send their bills supported by the receipt obtained from the cul-
tivators to the FeI. In Uttar Pradesh where FCI adopted ex-
clusive direct purchase operations for wheat this year, it opened 
300 pay points and bearer cheques for the value of the stocks are 
mlued to cultivators on the spot. Similar method has been adopted 
in Uttar Pradesh by the other two agencies viz. the State Govern-
ment and the Uttar Pradesh Cooperative Federation. 

The Government of India is making all efforts to ensure support 
price to the cultivators 1'or their produce and quality foodgrains to 
the consumer at reasonable price. 

[Ministry of Agriculture (Deptt. of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972.] 

Recommeudation (Serial No. 47) 

The Committee feel unhappy that there were complaints both 
from Uttar Pradesh and Rajasthan that foodgrains were purehll'Sed 
not directly from the producer hut through the intervention of 
middlemen to the detriment of producers. The Committee note 
that the matter is being thoroughly investigated by the Corporation. 
The Committee would Hke to be informed of theoutcome of the 
investigations and the action taken against all those found res-
ponsible for indulging 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 officers on the spot render fair service to the producers 
and there is no ground for any suspicion of malpractice either in 
grading or payment for foodgrains or avoidable intervention of 
middlemen to the deteriment of the producer. (Para 8.29). 

Reply of Government 

A part of this item is covered by the comments given against Re-
commendation 45. In regard to the past complaints from U.P. and 
Rajasthan, thorough inv('stigations by the Corporation have been or 
are being made and in cases where corporation officials, are found 
guilty, necessary action would be taken. A detailed report on 
major complaints, investigation~ made and punishments given will 
be prepared in due course and submitted to the Committee. 

As already stated a~inst Recommendation No. 45 above, the 
Corporation have taken eftective measures to put squads consisting 
of senior officers particularly in the major wheat producing States 
to ensure that the lower officers in the field render fair service 'to 
the producer and do not indulge into malpractices in grading or 
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payment to the detriment of the producer. As a result complaints 
during this Rabi season have been considerably less. . 

[Ministry of Agriculture (Deptt. of Food) O.M. No. 19-2/72-
FCC, dated 7-12-72] 

Further information called for by the C"!tmmittee 

Please state whether the report on major complaints, in:vestiga-
tions made and punishment given, has been prepared and if so, one 
copy thereof may be furnished for use of the members of the Com-
mittee. 

[L.S. Sectt. O.M. No. 15-PU/72 dt. 4-7-1973] 

Reply of Govel'llineBt ' '. i 

In, a large number of cases, the investigation have revealed that 
the complaints were either not genuine or could not be substantiat-
ed. Several cases are still pending. A report on major complaints 
received, investigations made and punishment given will be pre-
pared and furnished to the Committee, after necessary action has 
been taken. 

[Ministry of ARriculture (Deptt. of Food) O.M. No. 1~2/72-
FCO dated 25-7-73]. 

Recommendation (Serial No. 50) 

The Committee find that during the years 1961-62 to 1966-67,the 
production of foodgrains in the country was almost static with 
lowest produ.ction being 72.3 million tonnes in 1965-66 and' the 
highest being 89.4 million tonnes in 196,\-65. It was in the year 
1967-68 that a major break-through was achieved by attaining a re-
cord production of 95.1 million tonnes. Since then the production 
of food-grains had been steadily rising and in 1970-71, the produc-
tion is estimated to have exceeded 107 million tonnes. This "Green 
Revolution" naturally raised high expectations that prices of not 
only foodgrains but al'SO of other commodities would come down. 
But this did not happen. Index number of food grains 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 year 1968 
to 1971-the years of bumper crops. In the context of this para-
doxical phenomenon of rising prices in the midst of plenty, the Cor-
poration bid to curb the rising market prices of wheat by opening 
sates centres is a welcome step in as much as Corporation's direct 
participation as a seller in the open market is expected to offer 
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healthy competition to the private traders and' check rising prices 
of wheat in particular and foodgrains in general. The Committee 
hope that as foodgrains price is an important determinant of general 
price level, Corporation's strategy t.o 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 Com-
mittee hpwever, wish to caution the Corporation that if unscru-
pulous priv3,te traders lift the additional wheat stocks from the open 
market and hoard the same, the Corporation's venture may ulti-
mately fail. It is, therefore, essential that the Corporation should 
take adequate precautions to ensure that as far as possible the stocks 
released by them reach the genuine customers and are not cornered 
lJy speculative traders for hoarding at present with a view to release 
them when artificial scarcity is created so that they may indulge in 
profiteering. (Para 9.35). 

Reply of Government 

The Committee observes that care should be taken to en'SurQ 
that the big traders do not take advantage of our policy of open 
sales of foodgrains to curb the rising prices by accumulating the 
stocks. 

Foodgrains sold in the open market through our Sales Centres 
were being auctioned as far a'S possible only in small lots and to the 
small traders who did not haVe adequate finances to hoard grains 
for profiteering later on. 

Our policy to discourage sales of large lots at our Sales Centres 
by auction, therefore, provided a built-in safeguard against the 
unscrupUlous priva~e traders from cornering the sto::ks of wheat for 
selling it at higher rates later .on. 

All open sales of foodgrains by auction or tender and lor sales 
through the Sales Centres set up by the Corporation, have been sus-
pended until further orders as per the directive received from the 
Government of India. All food grains including coarse grains and 
pulses are being issued to the State Govemm:nts only for distribu-
tion to the public through the Fair Price Shops. 

In these circumstances, the question of big traders taking. ~ny 
advantage of our policy of open sales of foodgrains to curb the rlsmg 
prices by accumulating the stocks, does not arise. 

rMinistry of Agriculture (Department of Food), O.M. No. 19-2/72-
. FCC, dated 7-12-1972] 
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lte4:ommendation(Seria. No. 52) 
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 this Report on in-
cidental expenses of the Corporation, the Cost Accounts Officer of 
the Ministry of }<'inance has expressed the opinion that 'perhaps one 
of the reasons why the unit incidentals as claimed by the FC} year 
by year is going up, despite more than proportionate increase in the 
quantity of foodgrains handled, is because the allocations are related 
by Fe! only to annual sales'. The Cost Accounts Officer has recom-
mended that FC! should work out the incidence of handling charges 
for the years 1967-68 to 1970-71 on the basis indicated in his Report 
to 'exhibit a more realistic and acceptable picture' and to study the 
trend for the purpose of evolving norms for the future. The Com-
mittee, expect that no further time would be lost in evolving such 
norms which are a vital instrument in the hands of Management to 
exercise check on such expenses and are indespensable for creation 
of cost consciousness among officers and staff at all levels of the 
Corporation. (Para 10.29). 

Reply of Govemment 
The recommendation of the Committee has been carefully noted. 

The Corporation has a system of budgetary control and budget in 
respe<:t of various items of expenditure is prepared ba'Sed on the 
actuals for the past and the estimates for the future. There is, 
therefore, already a bult-in system of standards or norms in framing 
the budget of the Corporation. Nortwithstanding the above, further 
action would be taken to evolve realistic norms in respect of various 
items of expenses. 

[Ministry of Agriculture (Department of Food), a.M. No. 19-2/72-
FCC, dated 7-12-1972] 

Recommendation (Serial No. 54) 

The Committee have dealt with the question of high eost of un-
duly large staff carried by Food Corporation of India in a separate 
--~.--- --- ---~. ---------" 

At the time of factu~1 verillccltion the FOod COrporation of Indio ~tllted II~ 
follow, :-

"The Cost Accounts Officer of the Ministry of Finance in his report on the inciden-
tals of the Corporation had stated that the incidence of handling charaes may be 
worked out liS a rate per quintal of saIeI aDd closing iDve~ory. !he CofP?ra-
tion has already been working out the costs for the norlTll'l distribution ope!'IItJors 
and butter operations separately recognhintJ the tilet that the inclde~ ar:e 
incurred not ODly on sales but also on stocks. In respect of the no~ distri-
bution operations, the costs are worked out per quintal of sales and m ~pec:t 
of the c lrrying costs of buffer stocks. the costs are computed a~ a rate ~r qwntal 
of average buffer stocks. Detail~ of the storage. movemen! lind dIStributiOn 
C08t~ for the normal distrihutiun operations and the carrymg cotts of buffer 
stocks for the yean 1967-68 (0 [970-71 are shown in the statement attached 
(Appendix-XVI)." 
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Chapter on "Personnel and Administration" but they cannot help 
repeating that there is a paramount need for rationalisation of staff 
strength keeping in view the trends of procurement, stocking, dm-
tribution etc. To give an example, the large handling staff at ports 
are no longer obviously rtl.luired when the imports of foodgrains 
have perceptibly come down and adequate buffer stock of 5-7 million 
tonnes built up. The Committee consider that the question of re-
ducing the heavy 'incidentals' brooks no further delay and they re-
iterate that it should receive earnest and continuouB attention at the 
highest level. The Comm.ittee recommend that the Food Corporation 
of India/Government should critically analyse the present incidental 
expenses of the Cbrporation with the help of best expert available in 
the field of costing, management etc. and initiate effective steps to 
bring down the 'incidental' expenses to the barest minimum level, 
for in the last analysis it is the poor consumer and the Exchequer 
who have to bear this unconSCionably high productive burden of 
handling charges of foodgrains by the Food Corporation of India. 
(Para 10-31). 

Reply of Government 

As mentioned against recommendation No. 53, the Corporation is 
working on certain definite norms in respect of its two main activities 
of procurement and storage. As for the other minor activities and 
the oftlces of the Corporation the strength of staff is determined on 
the basis of work studies conducted by the internal work study 
unit of the Corporation from time to time. The reports of the inter-
nal work study unit are considered by the Economy Committee of • 
the Corporation which consists of the top Managers including the 
J<'jnancial Adviser. 

The position of staff in the port>s is also being reviewed periodi-
cally to ensre that surpluses. are detected and re-deployed. It has 
been found so far that the reduction of work resulting from reduced 
imports of foodgr~ins has been, by and large, off-set by the increased 
imports of fertilizers, exportos of foodgrains and foodstuffs, internal 
movement of foodgains through coastal shipping, required to supple-
ment rail movements in order to feed the deficit areas in the South 
and the East from indigenous sources of supply in the North in re-
placement of the earlier pattern of supplies of imported grains 
through the ports. The position is constantly under review. Con-
sidering the expansion of the activities of the Corporation in the 
fields of procurement and storage. the re-deployment of surplus !ltaft 
in the ports is not likely to present any serious dlftlculties. 

[Ministry of Agriculture (Department of Food), O.M. No. 19-2/'72-
FCC, nated 7-12-1972] 



96 

}'urtber Information called for by the Committee 

Piease state in detail:-

(i) What are the latest measures taken; 

(ii) Analysis of incidentals; 

(iii) Measures taken to reduce heavy incidentals; and' 

(iv) Deployment of surplus staff at the ports. 

[L.S. Sectt. O.M. No. 13-PU/72 dt. 4-7-73J 

Reply of Government 

(i) As regards reduction in incidental expenses, the Government 
have already appointed a Committee of Secretaries to go into the 
procurement and distribution in:identals incurred by the Corpora-
tion. Necessary steps to effect economies would be initiated balled 
on the recommendations of this Committee. 

An Economy Committ,ee has been s~~1.Ip in the Corporation 
headed by the Managing Director: to review all items of costs, cut 
down unproductive expenditure and ~ffect economies in operations. 

(H) Th;! incidentals of the Corporation comprise of (i) Procure-
ment incic'entals and (ii) Storage, movement and distribution inci-
dentals fo), normal and buffer operations. 

Further analysis of these two types of incidentals is as under:-

Procurement incidentals 
These incidentals are incurred on the procurement operations 

of wheat, rice etc. during the rabi and kharif seasons and the main 
elements of these incidentals are gunny, mandi, charges including 
commission paid to kutcha and pucca arhatiyas, labour engaged at 
the maodi, forwarding charges, internal movement; establishment 
charges paid to the State Governments, Co-operative Societies etc. 
in ~espect of procurement through these agencies, interest charges 
paid to the State Governments/Cooperative Societies, purchasel 
sales tax, State Government administrative charges, octroi etc. 

Storage, movement and distribution incidental 
These incidentals are incurred by the Corporation from the time 

the sto::ks are received at the first storage point till they are ulti-
mately sold by the Corporation and includes all the charges incurred 
in movement, stot;age and distribution. The main elements of these 
incidentals are: 
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,1,'ransit lossistorage lossivoyage loss 
Freight 
Handling charges at godowns 
Storage charges, 
Interest 
Administrative overheads. 

(iii) A large portion of procurement incidentals is paid to the 
other agencies of procurement and is based on the statutory levies 
in force (such as purchase/sales tax/octroi) and other compulsory 
charges such as pa.yments to kutcha and pucca arhatiyas towards 
commission, mandi charges etc. The incidentals' payable to the 
other agencies of procure~ent ~e fixed by the Government of India. 

The scope for reduction in the procurement incidentals unilate-
rally by Food Corporation of India is, therefore, limited. 

Again, as regards the storage, movement and distribution inci-
dentals, a fair proportion of the incidentals is beyond the control 
of the Corporation. The storage charges and interest charges in-
curred in conducting the operations and maintaining the stocks are 
necessary costs and the scope for reduction is rather limited. 
Similarly, the movement costs which form a sizeable portion of the 
costs are also necessary costs and the scope for economy in the 
same is limited. With the gradual departmentalisation ot labour in 
ports and godowns and with the gradual increase in various allow-
ances from time to time and also due to the impact of the recom-
mendations of the Pay Commissions, the handling and administra-
tive costs have also been increasing. In spite of all these constrafrlts, 
the CClrporation has been taking a number of steps to curtail the 
costs of operation. Some of th~ important steps taken by the' 'Cor-
poration are as 'under: ' 

(a) Sub-standard hired godowns are de-hired as far as prac-
ticable. 

(b) Strict quality control n;lf~asures are. being inforceecl,both 
at the time of purchases and during storage for the proper 
preservation of stocks. 

(c) Covered w«ges tire . i)eing , 1is~cf'mdte '~nd more for the 
movement of foodgrains, 

(d) Surprise checks are being conducted periodically at-'the 
loading and unloading points. ..' ' 
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(e) Movements are planned in such a manner so as to reduce 
infructuouslmovement and transhipments. 

(f) A committee of the Board of Directors is currently 
examining in depth the incidence of storage and transit 
loss with a view to reducing the same. 

(8) A firm of Management consultants is currently examinin& 
the financial procedures and accounting practices for 
effecting improvements in them. 

(h) The management of funds is subjected to a close exami-
nation on a day-to-day basis in order to reduce the interest 
liability of the Corporation. 

(i) The sanction of additional staff is subjected to close 
scrutiny by the application of organisation and methods 
study. 

(j) Construction of silos and bulk storages are being resorted 
to reduce the incidence of handling costs etc. 

(iv) The staff posi,tion at the ports has been under constant 
review. As was indicated earlier. the reduction of work resulting 
from reduced foodgrains imports was by and large. off . set 
by the increased imports of fertilizers. "exports" of foodgrains and 
foodstuffs to BangIa Desh. internal movement of foodgrains through 
coastal shipping required to supplement rail movemen18 in order io 
feed the deficit areas in the South and the East "from indigenous 
sources of supply in the North in replacement of the earlier pattern 
of suppli~ of imported grains through the ports. Towards the ami 
of 1972. the Government of India decided to import foodgrains to 
the extent of 2 million tonnes. It seems further imports will need 
to be undertaken for meeting internal requirements. The work at 
the Ports is not likely to decrease; on the other hand it may even 
become nEcessary to strengthen the staff at bigger ports. 

In the circumstances, there is no likelihood of any surpluses in 
the staff li t the ports for quite sometime. 

[Ministry of Agriculture (Department of Food),O.M. No. 19-2/72-
FCI, dt. 31-7-1973] 

ReeommendatiGn (Sr. No..) 

The C( mmittee find that, as on 31st March, 1971, while the turn-
over of the Corporation has in~reased five times its staft strength 
has increilied 1~ times. The Committee are not able to appreciate 



the passivl! and somewhat complacent attitude adopted by the 
Corporation 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 aome 
realistic norm and critically examine on each occasion to see whe-
ther it was at all necessary to add the entire staff while taking over 
some functions. It was obviously incumbent on the Corporation to 
ensure on each such, occasion that the number taken over was 
absolutely the minimum and essential for the discharge of responsi-
bilities. The Committee feel that had this critical and analytical 
approach been applied from the very inception, the Corporation 
would not have found itself burdened with the preblem of an exces-
Sively large number of staff. (Para 12.20) 

Reply of Government 

It is not quite correct to compare the increase in staff strength 
with the increase in trun over. One of the major activities of the 
Corporation on which considerable staft is employedi.n storage in-
cluding preservation of grain in storage. This activity and 80 also 
the strength of staff employed on it have been increasing with the 
rapid increase in the buffer stocks held by the Corporation. Thus, 
a rather substantial component of increase in staff, is not reflected 
in the increase in turn over. Further, the Corporation has as noted 
by the Committee in paragraph 1.8 of its report di,versifled its 
activities and entered the field of processed food and also taken up 
the construction and maintenance work through its own Engineer-
ing Division. The increase of staff resulting from these activities 
is also not reflected in th~ increase in turn over at this stage. 

It is also not quite correct to say that the Corporation has adop-
ted a Passive and somewhat complacent attitude in the matter of 
taking over staff from the Central Department of Food. The staff 
working in the Department of Food were transferable to the Cor-
poration statutorily under Section 12-A of the Food Corporation 
Act, 1964 and the Corporation had no choice in the matter. Further, 
the employees were actually engaged on the fUDctions transferred 
to the Corporation and their strength had been regulated in the 
Department of Food also on the basis of certain definite norms 
prescribed by that Department in consultation with the Ministry 
of Finanre. 
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it has already ·been cxplamed under l'ecommenda.ions Nos. 5::1 

.. and 54 that the Corporation has been working on the basis, of the 
certain definite norms of staff in respect of the major activities of 
procurement and storage and has been regulating the strength of 
slaff in respect of the other activities on the basis of work studies 
conducted by an internal work study unit. It has also been 
explained that the norms in respect of storage and procurement 
have been studied by external expert bodies, In addition, the Cor-
poration has recently taken up an expert sludy of the staffing pat-
terns of District Offices of the Corporation. This study has been 

. entrusted to a special offi:er employed from the Indian Institute 
of Public Administration through th~ pimels maintained by' the 
.Bureau of Public Enterprises. The report of this Special Officer is 
expected to be ready i.n about 3 months. With that, the bulk of the 
manpower requirements of the Corporation would have been screen-
ed on a scientific ba~, ... \. . I 

[Ministry of Agriculture (Department of Food), O.M. No. 19-2/72-
FCC, dated 7-12-1972] 

Further information called for by the Committee 

Please state the salient points of the observationslrecommen-
dations made by special officer and the decision\a:tion taken thereon 
by the Government as on date. 

[L.S. Secretariat O.M No. 13-PU\72 dated 4-7-1978] 

I· 
Reply of Government 

The salient feature of the report on work-study of the District 
Offices by the Officer-on-Special Duty (Work--study) are given 
below:-

(a) The categorisation of District Offices as heavy, medium 
and others has been suggested and a general pattern of 
staff for such District Offices has been indicated. How-
ever, it has been observed that a rigid standard pattern 
for· the District Offices is rtot possible due to wide' varia-
tions in the methods of operation and scope of activities . 

. ; (b) It has, therefore, been suggested that the District ?ffices 
may supply the data regarding the work~load relatlO~ to 
the different activities carried on in the different sections. 
For this, a detailed questionnaire listing out the activities 
carried on in the different sections, has been prepared and 
circulated among the District Offices. 
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(c) The int£lgration of the ministerial and godown staff has 
been recommended. 

(d) Detailed' job descriptions for th~ different categories of 
staft posted in the District Offices have been recommen-
ded. 

. 2. .Ac.tion has alr~dy been' taken for implemfm ting the report by I 
circult\~ing the questionnaire air\ong the District Managers asking I 

them to Iistout :the quantum of ,different activities performed by 
them. Some of the District OftIces have sent in the questionhaire 
duly completed andaotion is being taken :for review of sanCtion of 
staff based on such information. . 

The Zonal Man.ageJ~ ha,ve been requ~J!d togi~e their views on ' 
the job descriptions and the recommendations for merger of minis-
teria\ and godown, staff, in consultation with their Regional Mana-
gers, taking into accou~t"t,pe\ yie~s "qt, t,~~"h~p~¥sentative associa-
tionlunion in their zones. ' 

[¥in~stry of. Ag.tifJulture (Deptt af Food) .• O.M. No. ·19~172-FCC. 
'. '. dated·, 25.7.1973] 

RecommendatioQ.. (Sl. No. 62) 

The Committee v,ould also like to draw attention to the pJ;'ob-
lems . of do~k labour engaged sp~cial1y for handling of fqod-grains, , 
A study made in the 1970 hap revealed that as many as 2,989 dock' 
labour w~e surplus to reqUirements. The Committee note that as a 
result of instruction of various measures such as voluntnry Retire-
ment Scheme and alternative employment scheme, the Corporation 
were able to shed 1005· dock labour leaving still 198 of dock ·labour 
tiS surplus. As our country has already sustained self-sufficiency 
in foodgrains and we, !have' . adequate buller stock of 7 million 
tonne,; of food-grains, the import of food-grains is bound to cease. 
The Commtttee :reoommend that keeping in view these factors, the 
Corporation ·should undertalre continuous study to determine the 
extent ofs'W'plw departmental dock labour engaged in hRnrl1in~ of' 
foodgraihs and draw up a time bound programme in con~ultnH01i 
with Port Trusts, Dock labour Boards Min,stries of Transnort and 
Labour forftnding alternative em910yment for them (Para 12.22). 

. Reply of Government 

The requirements of Departmental Labour vis-a-vis the surplus 
of the various Ports which is reviewed from time to time. has been 
re-assessed keeping in view the traffic likely to he handled mere 
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particularly the exceptionally heavy imports of fertilizers i.e., al-
most double (30 lakh tonnes) during 1972-73, as compared to 15 
lakhs tonnes in 1970-71. The Projection for 1973-74, is still higher, 
at about 37 lakhs tonnes, oesides some coastal shipments of food-
grains and exports to Bangia Desh. As a result of adoption of 
various measures such as introduction of voluntary retirement 
schemes, providing of alternative employment in the FeI Storage 
Depots and Shipping and Painting Section of Dock Labour Board 
Bombay, there i, at present no immediate problem of surplus 
departmental labour at the Ports. The position is, however, being 
kept under close watch to take immediate remedial measures when-
ever required. 

[Ministry of Agriculture (Deptt. of Food), O.M. No. 19-2-72-FCC, 
dt. 7-12-19?2} 

Recommendation (Sl. No. 68) 

Normally when the staff strength of an undertaking increases, 
expenditure on overtime allowance is expected to come down. The 
Committee however, observe that in the case of Food Corporation of 
India, despite increase in its staff strength, expenditure on over-
time allowance to staff showed an upward trend. Expenditure on 
Overtime Allowance has Increased from about Rs. 10 thousand in 
1965-66 to Rs. 56 lakhs (approximate) in 197()'71. Keeping in view 
the fact that the Corporation have more than adequate number of 
personnel on their rolls, t~e Committee suggest that the deployment 
of manpower and rosters of duty should be so arranged as to bring 
down the incidence of overtime. (Para 12.28). 

Reply of Gevernment 

The recommendations of the Committee are noted. The Corpo-
ration has already taken steps to bring down the expenditure on 
overtime allowances to the minimum. Circulars have been issued 
recently to all the ZonallRegional Offices to exercise careful scru-
tiny on all overtime requirements and to cut down the overtime to 
the barest minimum. The need for organising the work in such 
a manner that overtime arises only in special circumstances has 
been stressed on all the offlcers of the Corporation and the imple-
mention of these instructions is being closely wat"hed. 

[Ministry of Agriculture (Department of Food), O.M. No. 19-2 172-
FCC, dated 7-12-1972l 
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RecoDlBlendation (Serial Ne. 64) 

The Committee recommend that genuine grievances of the emplo-
yees of the Corporation should be attended to with sympathy hy the 
management of the Corporation. (Para 12.32). 

Reply of Government 

It has been the practice of the managem~nt of the Corporation to 
allow the representatives of the employees access to different levels 
of management for representing their individual and group grievan .. 
ces. A machinery has also been evolved for redressal of griewmces 
of the employees of the Corporation by holding periodical meetings 
with them at various levels and efforts are constantly being made to 
attend constructively and sympathetically to the problems brought 
out by them and finds solution~ as a result of discussions. This ap-
proach, on the whole, has been working well so far and discussions 
with their representatives have by and large been quite fruitful. Be-
side. ad-hoc meetings with the representatives of the employees are 
also held at different levels to consider their emergent demands. 

It may be seen from the above that the genuine grievances of the 
employees of the Corporation are always being attended to with 
sympathy by the management. 

[Ministry of Agriculture (Deptt. of Food) O. M. No. 19-2/72-FCC. 
dated 7.12.72]. 

~ommendation (Serial No. 15) 

The Committee noted that the Food Corporation of India have a 
Planning & Research Division which has been expanded recently. 
The Committee feel that the work could h;we been handled by a cell 
instead of a Division, as the main purpose of planning and research 
is to help the tnanagement in devising tools for exercising vigilant. 
contemporaneous and effective control of field operations. The ex-
penditure on this cell should be kept under close scrutiny and should 
be commensurate with the services it is able to render to the manage-
ment. The Committee need hardly stress that the approach of the 
cell should be problem-oriented. The Committee would commend that 



104 

the following pn>p}ems, amongst others;"mayu~ taken by Research 
and Planning Cell for urgent study: 

.. ' , :'. 

(i) Devising, ways, ar.d means for purchasing' either directly. 
or throu~h genuine. cooperatives from theproduce£ so 
that he gets the maximum benefit of floor price; 

(ii) Planning mll~t ttf foodgrlilt'lg so as to obviate "damage 
by wet"; 

(iii) Location of storage capacity. keeping ,in view the' size of 
, ,L' ~uffer Stock to be built and the. need to remove llcgional 
. Imbalances and transport bottlenecks; 

(iv) Analysis of 'incidentals' incurred by the Corporation with 
a view to reduce them to the minimum; a~d, 

(,v), Perspective plan so that the. Corporation may mQ~fy/ 
rati~na1ise its structure and modes of, -op,eration in keeping 
with changing requireme!'.ts. (Para 13.5). 

Reply of Government 

The recentstrel1gth.ell1ing of the Planning and Research Division 
was done to undertake the additional l'esponsibilities in the field of 
market intellige!1ce in pursuance of the observation of the Ministry 
?f,!St~t~ ,regarding the urgent need ,to have al1 improved rqarket 
intel).igen<;e system in the Food Corporation of India. The Com-
mittee themselves in their recommendation at No. 11 have stressed 
that market intelligence is the key to market operations and no pains 
shoL;ld be spared,t(); ~e,~t.precise,ar.d.l'ealisti.l:. The appraisal re-
port of I.B.R.D. on "Wheat shortage Project (India) had also advo-
cated that with the changing pattern of Food Corporation of India's 

'activities, ,there is growing need for more phntning ari,d researCh, as 
well as econorfiic evaluation of procedures and projects and in ord.~r 

: that the Planning and Research Division of Food Corporation 'of 
IndiR m!\y cope with its increasing workload, its technical staff 
should be' increased. It may be :stfited that Planning and Research 
Division, in addition to Market Intelligence, has the following fl.irtc-
U.,ns: 

, 
(1) Project Pl:mdng& ~valuation 
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(ii) Operation Research & Systems 

(iii) Protin Foods 

(iv) Surveys. 

As the examination and evaluation of each of these different 
'fields requires well trained research staff of different disciplines of 
applied science, manpower planning of the Division has been done 
so th~t the division become a composite unit consisting of an Ec0-
nomist, Statistician, Sociologist, Food Technologist and Industrial 
Engineer and be thus in a position to apply inter-disciplinary ap-
proach to the problems and serve the line management more effec-
tively to frame policies in conformity with the actual operations of 
the Corporation. This wing in fact forms the brain trust and watch-
in watch dog of the Corporation and it will be evident from the en-
closed appendix-XIJ) giving its broad set-up that the workload 
justifies the eXisting fulfledged Division and is not stlSceptible of 
being handled by a cell. In fact, other commercial Public Under-
takings like State Trading Corporation, Indian Oil Corporation etc. 
have also fulfledged Management Services Division to help their 
management to take decisions objectively and judiciously. This is 
also in keeping with the Government's decision to consider the 
setting up of a managament services unit for using modern aids and 
techniques to help management in decision making. Copy of the letter 
by the Food Department in this regard may be seen at Appendix-
XIII. However, as desired by the Committee, the performance of 
the Division and its expenditure would be continuously reviewed 
..and further administrative action taken from time to time. 

Further, the Committee's recommendation that the approach of 
the Division should be problem oriented and undertaken, has also 
been noted. It may however, be noticed from the Appendices XIV 
and XV showing performance review of the Division for the two 
years 1970-71 and 1971-72 that the Division has infact been tackling 
problems concerning Food Corporation of India's operations and haVe 
been quite useful to management for taking operational decisions 

:and also for chalking out future plans. 

{MiniStry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972] 

2674 LS-8. 
" 
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. ~ ....... . .. .... . 

Further Information called for by the Committee 

Please state the cost of Planning & Research Division as com-
pared to the total cost... . 0*_ ... _ I 

(L.S. Sectt. O.M. No. 13-PU172 dated 4th July, 1973): 

Reply of Government 

The estimated cost of the pay and allowances of the staff dep-
loyed in the entire Planning and Research Division of the Corpo-
ration is about Rs. 2.4 lakhs in 1973-74. This forms about 0.09 per 
cent of the total pay and allowances of the Corporation. 

{Ministry of Agriculture (Department of Food) O.M. No. 19-2-72-
dated 25th July, 1973) 



CHAPTER IV 

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

COMMITTEE 

Reeommendation (Sr. No.5) 

The Committee found that since 1967 there had been shortfalls 
in achievement of targets of procurement ranging from 6 to 12 per 
cent despite the fact that Government had been keeping a watch 
on the progress of procurement in more than one way and taking 
remedial measures as and when problems arose. The Committee 
felt that whenever shortfalls in achievement of targets of procurement 
occur beyond a certain level in future, an investigation should in-
variably be carried out by Government to find out what had r8U9'-
ed these shortfalls and devise remedial measures for future. 

(Para 3.10). 

Reply of Government 

As has been observed by the Committee, Government keeps a 
very vigilant watch on the progress of procurement. The progress 
is reviewed at various levels and suitable directions etc., are given 
from time to time to the F. C· I. and the State Governments to en-
sure that procurement is maximised. Government fully agrees with 
the observations of the Committee that wherever there is a major 
shortfall in the achievement of. the procurement targets, this should 
be looked into and suitable remedial measures taken for future. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2-72-
FCC, dated 7-1-1972] 

Further Information. Called for by the Committee 

Please furnish a note containing targets of procurement, perfor-
mance and percentage shortfall in the achievement of targets year-
wise with reasons for shortfalls for Rabi beyond March, 1971 and 
Kharif after October, 1970. 

[L.S.S. O.M. No. 13-PU/72 dt. 24-7-73] 

107 
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Reply of Government 

NOTE INDICATING THE TARGETS OF PROCUREMENT PER-
FORMANCE AND PERCENTAGE SHORTFALL IN THE 
ACHIEVEMENTS OF TARGETS YEAR WISE WITH REASONS 
FOR SHORTFALL FOR RABI BEYOND MARCH, 1971 AND 
KHARIF AFTER OCTOBER. 1970. 

I. Rubi Foodgrains: 

The targets of procurement. actual procurement and percentage 
short fall and/or increasl! in the achievement of target year-wise 
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It will be seen that the actual procurement of wheat exceeded the 
target by 24.6 per cent during the marketing season 1971 .. 72. No 
targets of wheat procurement for 1972-73 marketing season were 
fixed. However, the actual procurement was of the order .of 5 mil-
lion tonnes. An operational target of 8.1 million tonnes for wheat 
was fixed by the Food Corporation of India for 1973-74 season. The 
total procurement of wheat so far, has been 4.3 million tonnes. The 
procurement is still in progress and will continue till the end of 
March, 1974. The wholesale trade in wheat was taken over by the 
Government from the current Rabi season. As a result, the pro-
curement drive started will in April, 1973 in as much as 4.70 lalth 
tonnes wheat was procured which was the hiithest in the same period 
of last 3 years. Thereafter the progress of procurement of wheat has 
been slow. 

Reason for Shortfall in Procurement during 1973-74 

The main reason is attributed to low pace of market arrivals. The 
other reasons are:-

(i) Lower estimates of production of wheat by the State 
Governments for 197~73. 

(ii) Wifu-holding of wheat stocks by the producers on ac-
count of high market prices of other ~ains as compar-
ed to the procurement price of wheat. 

(iii) The capacity of the pl'OQucer to boJd back the wh,at stooks 
has improved with higqer whAat producti~ ~ title I¥lSt 
few years. The IIliniD;IJJm flnan-.I requirem,etlts of ~e 
producers are met by SEiRing other crops, which ~r.e fetch-
ing relatively higher priDes. 

(Iv) General psychology of ~ortage a!pong the mas84tS leading 
to hoarding of wheat py .the tr,ders anll consumepa as 
well . 

(v) Concerted effort and propaganda by the whole-sale tr--.ders 
and other interested parties agaillBt the wheat take oYEr 
policy. 

(vi) Agitation in the States of Punjabr Haryana and Bihar by 
opposition parties ag~nst the t"' over policy, and 

(vU) General price rise spiral bas also acted as an irritant to 
the producer who felt that the discipline of pri~ control 
was being imposed upon hUa alan,. 
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During 1970-71 and 1971 .. 72 marketing season (November-October)' 
the actual procurement of rice fell short of target by 32.0 per cent 
and 26.7 per cent respectively while the procurement of Khanf coarse-
grains fell short of the target during the same period by 39.4 per cent 
and 63.8 per cent respectively. During the current reason i.e. 1972-
73 the procurement of rice and khanf coarse grains so far has also 
been less than the target. The prourement is still in progress. The 
actual pro<:urement of rice and khanf coarsegrains in the country 
has never reached the target recommended by the. Agricultural Prices 
Commission. . 

Reasons for Shortfall ~. 

Some of the reasons for the non .. achievement of target for pro-· 
curement recommended by the APe are, lower production in cer-
tain States than anticipated at the time of . APC recommend$tions. 
high prices in the open market has compared to procureme~tprices
and law and order problems in some States. Severe drought in 
1972 ... 73 affected. the khanf crop considerably. 

(Ministry of Agriculture (Department of Food) , O.M. Nei 156(8) r 
72-FCI-dated 28-7 .. ~973). 

CommeD~1 of the Conuil~ 

Please see Chapter I of the Deport. 

At the time of factual verification food ColjoraUan of ~d!ia stated' 
as follows:- .~. 

Commodity 

Wheat • 

Coane-paiD • 

(F", ,ill '000 tonaes). 
-

Procure- . PeTcent- . 
ment' .. ". U 011 __ 

3-12-15t1a=- .. 

45,,';;<-)44' t 
I"7' 

The Food Corporation of India procured 2195 tonnes of rice and 
paddy in terms of rice and 203' tonnes of coarse grains during the 
Kharif Season 1972-73. 

RecommeDdatioD (Sr. No. 16) 

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

(Para 4.22) 

Reply of Government 

As already pointed out in reply to Recommendations No. 14 and' 
15, the designs followed by FC! and ewe at present aTe found suit· 
able by the Expert Committee on storage. These conventional deo-
signs of storage are neither faulty nor outmoted. 

Silo/Bin storage would require complementary modernisation 0[, 
facilities at the Mandi,for movement and at otht!1' stag,s. 

In the Approach Paper to the, Fif~h Fiv~ Year P~. i.t ~ beQ, 
suggeSted that about 1.0 minion toones of Silo-Bins stoI;4ge ,~pacity 
should be developed during the Fifth Plan, in addition' to such facili· 
ties already developed ~~t.that, prqpo~.jtUlder the World Bank 
wheat storage project. The provision of these facilities would be 
proceeded by a det81led feasibility Stll:dy to~xamfne the tequfre-
rnent of' complementary faetU'Hes at -Mandis' and elsewhere'in ordE!J' 
to eUu~' that 'worldngof silos 'Is eftle'ient and ieconoiftical. ' 

[Ministry dC, Agriculturel'(Department of Food) O.M. No. 19-2-72--
FCC.' dated 7 .. 12-1972} 

Ce;DlftleJ1t. 01 theCcmmllttee 
P~ease see Chapter I of tl1e ;Report. , 

Jteeommendation(Sr. He;: 28) 

Tbe Committee note that from May to July 1968, out of 12.36lakb 
tonneEI oftoodgrains transported from Punjab, Haryana and Andhra 
Pradesh on Government account from May to July during 1968, 
2.36 lakh tonnes of foodgrains were transported in open wagons. 
Unfortunately there were early monsoon rains in the Eastern and 
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Western Regions where the bulk of despatches were concentrated 
and consequently 6,741 tonnes of foodgrains got wet and were ren-
dered unfit for human consumption. The Dave Committee which in-
vestigated into the damages to foodgrains moved in open wagons re-
commended inter alia that foodgrains should under no circumstances 
be carried in open wagons without tarpaulins. The Committee re-
gret that despite Dave Committee's recommendation, the FC! used 
12,814 open wagons in 1970 of which 467 wagons were stated to be 
without tarpaulins. During 1971, 14,336 open wagons with tarpau .. 
lins were used. It was found that 58 wagons reached West Bengal 
Region and 21 wagons reach U.P .• without any tarpaulins. It was 
explained by the Corporation that "Due to early rains and late har-
vesting in 1970 and because of the fact that public offering of food-
grains was more in 1970 than in 1969, peak despatches had to be 
compressed in a much shorter period and consequently movement 
by open wagons had become necessary. The Committee recommend 
that keeping in view the experience of 1968 and as a matter of 
abundant caution, the use of open wagons should be avoided in 
:future. Should it become unavoidable to use open wagons owing to 
unforseen reasons, it should be ensured that open wagons are cover--
ed with targaulins without fail. The Committee feel that the Cor-
poration cannot afford to take chances in a important matter like 
this. The Committee have been informed by the Ministry of Rail-
ways that availability of cover.~ wagons luls increased from 1,58,083 
BG and 76,205 MG in 1966 to l,8(J,639 BG and 81,841 MG upto Octo-
ber, 1971. (P~ra 5.30). 

Bepl)' of Government 

Morts ~ ~Wayll m"cie by :U1e l.Wlw",s to make maximwn num-
~ of eovereQ W.golll aVMble iO!' ~a1u 'rame but U(lage of 
some open \Vas~ 11 ~~apab1edue w be"vy1DOVeDlctnt dVfMlgtbe 
peak procurement periods and when abnormal requirements of the 
State Government. have to be met in utuations cauaec1 by natural 
calamities etc. As against the total movement of about 8 million 
tonnes of spensoreeJ foQ(igrail;ls in • y~r by ~~ F.e.l. on Central 
Government account about 5 million tonnes is ori&inating in the 
the Northern Region. Of the empty wagons which become avail-
tble in the Northef~ 1J.e,si0ll a la,rge nJJm.))er 11 of the open wagons 
releued. from in-coming coal loads. The open wagons are generRUy 
received in block rMee. Almost the entire movement of foo4cnins 
from the Northern Region is by piecemeal because piecelQeal mov~ 
ment over long distances has serious operational d.ifticulties and can-
not be expenditious. Therefore, block rakes of open wagons havete 
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be used in fair weather for loading foodgrains because of the limita .. 
tions of the Railways in supplying the required number of covered 
wagons. 

The elimination of the use of open wagons is, perhaps, not fea-
sible. While, during the period from 1966 to 1971, the availability 
<>f covered wagons on the Railways has increased by 18 per cent on 
the broad gauge and 7.4 per cent on the metre gauge, the overall 
traffic handled by the Food Corporation of India on the Northern 
Railway alone has increased by more than 300 per cent. It is not 
operationally feasible for the Railways to divert covered wagons to 
the Northern Railways to the extent needed for the clearance of 
spensored foocigrains. ConsequenUY,even in the Rabi operations 
during 1972 (April to June) approximately 14,777 open wagons had 
to be used in addition to 49,858 covered wagons for the movement 
<>f food grains over the Northern Railway alone. 

However. the Food Corporation of India and the Railways exer-
dse all possible ~are to ensure that ~pen wagons ioaded with food-
grains are nat moved without tarpaulins. -The replacement and r&-
tying of t,rp"l,llins if necetI84lry il ellluredat theck-points (impor-
1ant yards andtrapshipmentpoint4) eBroute. The Railways have 
also issued st&-ict Uiwtru~o .. 1:hat-811-specials of opesi wagons loaded 
with foodgrai~ s)loud bE! escorted right through to de~~tions to 
prev~t ~~.age Jln4 pilferage. 

(Ministry pi ~p&~t~e ~D~pQ~ofFOAd) PJ«..~ 19-2-72-
FCC, dated 7-12-1972] 

'~""4"'£~. atMe. 

Please see Chapter I of the Report. 
~W.,to. ,~. No, 17) 

During evidence, the representatives of the Miniltry of Rail-
ways (Railway Board) ...... that 'the ~r is not that the food-
grains are moved in open wagons but the . detention at terminals is 
fraught with daftlf!l' tft that they get ~xpotellto ralns'. The Com-
mittee allO learnt during evidence that tor the last six months or 
so, thel'e had been bo}d..uPI of movement in the Eutem sedor. The 
wagons, it was stated, were not unloaded in time resultln, in delay. 
in the return back of the w!igoq,s. 'l'h~ CODlmittee JI'e 4eeply ~n
cerned with tb~ problem of hold.-up of wagoqs at terminal.. Delays 
in unloading of wagons not only rQult in less avaUability of wagoQl 
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for movement of foodgrains in the country but also create bott1enecl~s, 
frustrating the very objective of ensuring movement of foodgrains 
on a planned basis. The Committee, therefore, recommend that con-
certed efforts should be made by the Department of Food/Food 
Corporation of India and the Railways to ensure that wagons carry-
ing foodgrains are not held up enroute or at terminals to obviate 
losses by 'wet' or pilferage. (Para 5.31). 

Reply of Government 

It is correct that ,there were detentions to wagons at the termi-
nals in the eastern sector, particularly in the Calcutta Complex of 
West Bengal. The unloading of wagons in West Bengal and Cal-
cutta Complex was affected by the law and order situation in the 
State and by labour troubles. This matter had been taken up by 
the Government of India with the Chief Minister, West Bengal. The 
Chief Minister, West Bengal, intervened in the matter and resolved 
various disputes. Consequestly the position in regard to the unload-
ing of wagons in West Bengal has improved appreciably, since the 
last week of Augustj 1972.' The Food Corporation of Iridia has also 
opened a few more tenninals for reeeivinfr and promptly releasing 
the inward foodgrain wagons, ;1ri' 'the Calcutta 'Cmnplex. 

, 
[Ministry of Agriculture (Department .of Food)O.M;. No. 19'-2-72-

FCC, daied 7-12-1972] 

Further InfonnatiOn Called for by the Committee 
I- >, I ' 

Please furnish statistical data in respect of foodgrains wagons 
unloaded in the West 8tllpFMnt/'e U?tnto:'lMblitantiate that there 
has actually been an improvement in unloading of wagons in West 
Bengal. r: ;, :') "r 

. 1 ~ 

',. 
ljpb • I 

A.statement showing!the number of wagoa, pla<!mi ~ ,sidingsl 
platfOl!lDsetc, in, Wes~ Be~gt4,!for WlWadins ,and . .tb4. pumber . of 
wagons. unloaded e~. dur~g, tl:\e. yea.rs·1971-'12 and 197~73 is· an-
nexed . (Appendbt . I) 

• , 'I ~ ", ~. l' \, .: ",: . _ '.. . . , _~ 

It wHl be observed from the statement that the 'percentage of 
wagons which could not be unloaded v~-a-vis the nt?JIlber of wagons 
plac'ed'on sidingslplatforms etC: for unloading for the years 1971-72 
and 1972-73 was 32,22 and 20,98 per cent respectively. Thus, there 
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.has been a substantial improvement in the unloading of wagons in 
West Bengal during the years 1972-73. 

[Min. of Agriculture (Deptt. of Food) O.M. No. 19.2172-FCI 
dt. 17-10-1973.] 

Comments of the CoD1lllUtee 

Please see Chapter I of the Report. 

Recommendation (Sr. No. M) 

The Committee note that sometime back the Government of 
India had suggested to various State Governments that the Food 
-Corporation of India should be given the responsibility for whole-
sale distribution of foodgrains also. so that by taking on this addi-
tional work and using its staff, which did not have much work dur-
ing the non-procurement season, the Corporation could reduce 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 matter and a policy de-
cision will be taken by them soon. The Committee liked Gov-
ernment to expedite their dicision. The Commi~tee would, however, 
like to stress that the approach should be for finding greater utilisa-
tion of staff already on the pay rolls of Food Corporation of India 
and not to add to them in the name of additional responsibilities taken 
over from States. As recommended elsewhere in the Report, there 
is a pressing need to reduce the burden of overheads, which are 
borne largely by the consumer and exchequer. Moreover, Govern-
ment should keep in mind the fact that with growing abundance of 
foodgrains in the country the need for regulatory measures and eX-
tensive distribution agency may in c;ourse of time come to be reduced. 

As far as the internal distribution of foodgrains in the States is 
concerned, it is and should continue to be the Primary responsibility 
of the respective State Governments. The State, Governments have 
a civil supplies organisation which is expected to handle this work. 
"There should, therefore, be no question of transfer of internal dis-
tribution work to the Corporation alongwith the staff concerned in 
any State. (Para 6.13). 

Reply of Government 

In view of the recent decision to take over the wholesale trade, 
the entire question is being examined, as it seems that it is not possi-
ble for one single organisation to assume the responsibility for the 
-entire country. Several PubUc Agencies may bave to be Involved. 
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As a policy, internal distribution of foodgrains continues to be tlut 
responsibility of the State Governments except where some of the-
State Governments under special arrangements have decided to en-
trust this work to the Food Corporation of India. 

[Ministry of Agriculture (Department of Food) O.M. No. 19.2/72-FCC, 
dated 7-12-1972] 

Further information called for by the Committee 

Please furnish a copy of the up to-date sets of orders etc. issued 
by the Government of India for the distribution etc. of foodgrains. 

[L.S. Sectt. O.M. No. 13-PU /72. Dt. 4-7-1973] 

Reply of Government 

The wholesale trade in wheat was taken over from the current 
rabi season. Since it was not possible for one single organisation to 
assume the responsibility of distribution for the entire countr~, reaH 
dealers have been permitted to operate under a system of licensing 
and\or registration to purchase and store wheat within the prescribed 
limits and sell the same only to the consumers at a price not exceed-
ing the maximum retail price fixed by the State Governments. 

As a policy, internal distribution of Foodgrains continues to be-
the responsibility of the State Governments except where some of the 
State Governments under special arrangements have decided to en-
trust this work to the Food Corporation of India. 

[Ministry of Agriculture, (Deptt. of Food), O.M. No. 19.2\72-
FCC I dt. 28-7-73.] 

Further information called for by the Committee 

Please state in details the decision and action taken about the 
utilisation of staff during the non procurement season to reduce the 
overheads of Food Corporation of India. Please state in details whether 
Food Corporation of India is responsible for distribution of foodgrain'S 
consequent upon their take over by Government and also whether the 
retail dealers after purchasing wheat at Government price have also· 
sold them to the consumers at the fixed Government price. 

[L.S. Sectt. O.M. No. 13-PU\72 dt. 21-9-731 

Reply of Governmeat 

The Corporation has sanctloned regular staff for manning its 
various offices and godowns throughout the country in connection 



119 

with its normal flOlctions of purchases, movement, storage and sale 
of foodgrains as well as for maintaining the connected accounts and 
maintenance and preservation of stocks. Some regular staff is also 
sanctioned on the quality control side, for its procurement operations. 

In addition, staff is sanctioned on a temporary basis for seasonal 
work during rabi and kharif procurement operations depending on 
the mode of procurement and the quantity of food-grains expected 
to be procuredlpurchased by the Food Corporation. The sanctions for 
additional staff automatically lapse on the expiry of the period for 
which they are given. The regular ,staff sanctioned for procurement 
work remains busy throughout. The Corporation is engaged in the 
work of procurement (Rabi or Kharif) almost throughout the year. 
It is only from the beginning of August to the end of September that 
the procurement work gets considerably reduced. Operations on a 
small scale, however, continue even then and the procurement ma-
chinery has to be maintained though on a reduced scale. The staff 
sanctioned on regular basis takes care of the arrivals in the markets 
after the withdrawal of the sanctions for staff on temporary basis. 
Besides, completion of accounts, submission of periodical statements" 
and returns and other items of work which cannot normally be atten-
ded to during the peak procurement season, are undertaken during 
the lean period. 

The staff sanctioned for storage and other operations remains busy 
with receipts, issues and other day-to-day operations. The FCI Mana-
gement is also considering the question of having multi-purpose staff 
by merging the existing godown and ministerial cadres which may 
later cover quality control cadre also. These proposals, at this stage, 
under discussion with the Zonal Managers as also representatives of 
the staff. Merger of these three cadres, when brought about, would 
enable the FCI Managment to deploy staff in any field like storage, 
movement, quality control, etc. wherever the work-load at any given 
time so demands and thus utilise the staff gainfully throughout the 
year. 

Pending the creation of a common cadre, posts sanctioned for pro-
curement are, to the extent practicable filled by deployment of staft' 
available in the godown and technical cadres and the balance of posts 
are filled either by taking persons on short term deputation from the 
State Governments or by direct recruitment. 

The internal dis~ibutionol foodgrains continues to be the respon-
sibility of the State Governments. Som~ of the State Governments 
under special arrangements, have entrusted this work to the Food' 
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'Corporation of India. Keeping in view the demand and overall avail-
.ability of Foodgrains in Central pool, allotments are made by the 
'Centre to State Governments and the Food Corporation of India ar-
ranges supplies to State Governments according to Central allocations. 
Distribution of foodgrains to the fair price shops and mills etc. fa 
. done by the State Governments themselves. 

[Ministry of Agriculture (Department of Food), O.M. No. 19.2172-
FCI. dt. 12-10-1973] 

Comments of the Committee 

Please see Chapter I of the Report. 

Recommendation (Serial No. 38) 

The Committee find that though the Rice Mills Project was approv-
'ed 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 com-
'plete finalisation of location of these Rice Mills. The time taken is 
-obviously excessive and it should have been possible to finalise the 
matter with greater sense of urgency. The Committee also find that 
so far it had been possible to commission only 16 out of 24 modern 
Rice Mills in the country. The Committee understand that in setting 
up these Mills, the Corporation encountered difficulties like delay in 
acquisition of land, delay in supply of mild steel plates required for 
fabrication of Dryers, parboiling tanks and chimneys and special steel 
plates .for boilers etc. The Committee feel that an important project 
like the Rice Mills should have been given high priority in allocation 
of steel, fabrication of parts and acquisition of land so as to make the 
Mills operative with the least possible delay. (Para No.7. 21) 

Reply of Government 

The final project report of the 24 rice mills was completed in April, 
1968. By November, 1968 the locations of 8 mills were finalised and 
approved and further 10 locations were approved by March, 1969. In 
fact 18 locations out of the 24 locations were decided within a period 
of 12 months from the date of the final project report. Of the remaining 
6 locations, 2 were decided in the latter part of 1969 another two in 
the first half of 1970 and the last two in October, 1970. As the areas 
having the greatest potential of paddy were selected earlier and thus 
pre-empted, for deciding location of the 1m 6 mills, a large number 
-of alternative areas in different States had to be examined. For fina-
lising the location feasibility report, a number of details on important 
criteria were to be collected which took considerable time and there-
.after some more time was spent in conducting on the spot studies. In 
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view of the comprehensive nature of the studies imd the need for exa-
~ining a large. number .of alternatives for the few remaining mills 
In the later penod, the tune taken for finalising locations may not be 
considered as unreasonable. 

Two more rice mills have since been set up since the time of pub-
lication of the Committee's report. As on date, 18 mills have been 
commissioned and action has been taken on top priority basis to 
complete the balance by early 1973. 

[Ministry of Agriculture (Department of Food),O. M. No. 19.2172• 
FCC, dated 7-12-1972] 

Further information called for by the Committee 

"The Committee feel that an important project like the Rice Mills 
should have been given high priority in allocation of steel, fabrication 
of parts and acquisition of land so as to make the Mills operative with 
the le9t pOssible delay." 

[L.S. Sectt. O.M. No. 13-PU/72 Dt. 4-7-1973] 

Reply of Goverament 
While it is fully realised that priority should have been given in 

allocation of steel and fabrication of parts and acquisition of land as 
pointed out by the Committee, there were some practical difficulties 
which led to delay in these matters. The sponsored demands of govt. 
sector was much more than the available material. Besides the de-
mands of Ministry of Defence had to be given a high priority. Due 
to these factors our requirements could only be partially met in spite 
of best efforts every quarter and for the supplies to be completed, it 
took about a year. , .. ... 

As regards the acquisition of land, as the same had to be ac-
quired by resorting to land acquisition proceedings il?- certain cases, 
despite best efforts on the part of the revenue officials and the follow 
up action by the Regional Managers of the Food Corporation of India, 
it took considerable time on account of the inherent time-consuming 
factors in such proceedings like the settlement in a court of law of 
the various objections raised against the acquisition and the compen-
sation to be paid to owners. 

[Ministry of Agriculture, (Deptt. of Food). O.M. No. 19.2172. FCC-
dated 25-7-1973] 

C8mments of the Committee 
Please see Chapter I of the Report. 

I 2674 LS--9. J 
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.~oDlDlendation (Serial No. 39) 

The Committee find that accf)rdiI.g to the locatiomr finalised by 
FeI for setting up modern mills the Stutes of Tamil Nadu, Andhra 
Pradesh and West Bengal will have 4 rice mills each, the State of 
Orissa will have 3 rice mills, the Siate of Assam, Biha,r and Punjab 
will have 2 rice mills each and the States of U. P., Haryana and 
Kerala will have one rice mill each. There would be no rice mill 
in Madhya Pradesh. During e\"idenc~ the official representatives 
of the Ministry stated that one reason why no rice mill was located 
in M.P. was that there were already a large number of private mills 
there. Stating that efforts were being made to get rice milling in 
that State un,~fE the. Cooperativ~e.:pepartments' activity, the official 
representative assured the Committee, "but if it is considered neces-
sary, we will certaihly see thanh~'rice. mills were set up there." The 
Committee feel that the COTporation should make a careful re-assess-
ment of the requirement of rice mills hi the States not given ade-
quate attention in the plan of location of hitherto (e.g. M. P., U.P., 
and other rice producing States). The 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 Corporatiun should decide soon to locate rice mills in 
such States so that there is healthy competition between private' 
and p1,l.blic rice mills or to break the mO~QPoly of the private mills 
as they might misbehave any time. (Para 7.22). 

1:lePly of Government 

The second phase, when the Food Corporation of India might 
have to set up another 24 Modern Rice Mills in the country has been 
initiated. Detailed information about the potential locations has 
been called for from all the States including M.P., U.P. and other 
States which were not adequately represented in the first phase. The 
recommendatlons of the Committee will be kept in view while finaH-
Bing the locations. However, it' may be clarified that the main 
reason for not setting up Modern Ric~ Mills in M. P. in the' first phase 
was the existence of a large number of rice mills in the cooperative 
sect~r and this fact was brought out during the oral evidence of the 
Food Secretary on 14-8-1971. 
[Ministry of Agriculture (Department of Food) O.M. No. 19.2/72-FCC, 

. dated 7-12-1972J 

Comments of the Committee 

Please Eee Chapter I of the Report. 
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Recommendation (Serial No. 42) 

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

Reply of Government 

The direction of the Committee has been noted for compliance. 
The evaluation of the 5 tonne per hour capacity maize dryer located 
at Khanna (Punjab) would be done in aU the seasons to determine 
its efficiency in operation and also help in taking decision for install-
ation of additional dryers of the type. The dryer at Khanna dried 
about 2,060 M.T. and 3,050 M.T. of maize during the 1970-71 and 
1971-72 Kharif seasons, respectively. Approximately the per unit 
cost of drying has come down from Rs. 28.55 per tonne in 1970-71 
to Rs. 25.S0per tonne during 1971-72, indicating an improvement in 
the efficiency -and greater capacity utilisation. Though theoritically 
the maize dryer is expected to work for ~O days i.e. about 3 months, 
the scope for its fuller utilisation is greater in the early period of 
the season of market arrivals when the moisture content will be 
compa.ratively higher than the later period. In view of this fact, 
it maybe stated that the performance of the dryer at Khanna has 
been satisfactory during 1971-72. 

[Ministry of Agriculture (Department of Food) O.M; No. 19.2/72-FCC, 
dated 7-12-1972] 

Commebts of the Committee 

Please see Chapter I of th~ Report. 

Recommendation (Serial No. 49) I 

The Committee find that since 1965-66 the Food CDrporation has 
been paid a tota.l sum of Rs. 67.98 crores as subsidy by Government 
up to May, 1971. Subsidy is mostly paid on account of wheat because 
the economic cost of wheat is more tha.n its wholesale issue price. 
In the case of rice, distribution was made at the economic 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 ift the import component of wheat, its eco-
nomic cost and consequently the subsidy were likely to increase 
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unless the issue price was correspondingly increased the procure-
ment price was reduced. The Committee are of the view that as the 
wholesale price of wheat is higher than the procurement price by 
Rs. 21- per quintal, the Food Corporation of India which now has a 
dominating share in the foodgrains trade should be also to cut on 
its overhead charges and operational losses. The Committee are 
convinced of these expenses need initial analYSis and meaningful 
follow up action so as to reduce the need and quantum of subsidy 
paid to the Food Corporation of India by General Exchequer and 
make availa.ble foodgrains at more competitive and reasonable pri-
ces to the consumers. (Para 9.28). 

Reply of Government 

As observed by the Committee the burden of subsidy arises on 
account of the difference between the economic cost to the Corpora-
tion and the issue price fixed by the Government of India. The 
procurement and issue prices in respect of wheat are Rs. 76!- and 
Rs. 781- respectively. This difference of Rs. 21- does not fully cover 
the economic cost of wheat. 

The operating costs incurred by the Corporation comprise pro-
curement and distribution costs for normal operations and the 
carrying costs of buffer stocks. Mandi charges, purchase/sales Tax, 
State Government's administrative charges, interest charges, stor-
age charges, freight charges, etc. which constitute the bulk of the 
operating costs are items wherein any significant reduction is not 
within the Corporation's competence. The absence of lower-cost 
imported stocks and the building up and maintenance of larger buffer 
stocks out of indigenously procured wheat will also inevitably lead 
to higher SUbsidies. 

However, the Corporation has taken following measures to bring 
down its cost of operation:-

(i) incentive award scheme to reduce the storage and transit 
loss. 

(ii) Recommendations at the National Council of Applied 
and Economic Research rationalise movement of food-
grains and effecting economies therein are being imple-
mented. 

(iii) Training course, seminars, lectures have been arranged to 
arouse cost consciousness and Officers are trained in the 
Central Training Institute. 
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(iv) Dehiring uneconomic storage wherever possible with a 
view to effective economic utilisation of storage space. 

(v) Performance reports on the working of each region are 
reviewed and corrective action taken where necessary. 

(vi) Internal audit report and physical verification of stocks 
are carefully examined at F.A.'s level. 

(vii) Speedy billing and effecting prompt recoveries of out-
standing dues. 

(viii) In order to reduce the interest liability, obtaining advance 
payment from State Governments is being considered. 

It may be mentioned that the procurement and distribution inci-
dentals of the Corporation are being subjected to a close scrutiny by 
a high level Committee headed by the Food Secretary. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
'FCC, dated 7-12-1972] 

Further information called for by the Committee 

The Government may please indicate the result of the scrutiny by 
the high Level Committee and the decision and action taken thereon 
by the Government as on date. 

[L.S. Sectt. O.M. No. 13-PU/72 dated 4-7-1973] 

Reply of' Govel'Dlll8llt 

The Committee's recommendations are awaited. 

[Ministry of- Agriculture (Department of Food), O.M. No. 19-2/72-
FCC, dated 25-7-1973] 

Further information called for by the Committee 

Please furnish recommendations of the High Level Committee 
appionted to closely scrutinise and to probe into the procurement 
and distribution incidentals of Food Corporation of India and also 
action taken thereon by the Government. Also please furnish 
details of the subsidy paid to the Corporation subsequent to 1970-71. 

[L. S. Sectt. O. M. No. 13-PU172 dated 21-9-1973] 
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Reply of Government 

The recommendations of the High Level Committee appointed to 
probe into the· procurement and distribution incidentals of the Food 
Corporation of India are still awaited. 

The details of the amount of subsidy paid to Food Corporation of 
India subsequent to the year 1970-71 are as follows:-

Year 

1971-72 

1972-73 

1973-74 

Rs· ifl crores 

49'69 

II7'23 

70' 00 upto 31-7-73. 

[Ministry of Agriculture (Deptt. of Food), O.M. No. 19-2/72-FCI, 
dated 12-10-1973] 

Comments of the Commit'tee 

Please see Chapter I of the Report. 

Recommendation (Serial No. 51) 

The Committee view with concern the fact that there had been 
steep rise in the incidental expenses of the Food Corporation of 
India. During 1967-68 when the work was being handled by the 
Food Department directly, incidental expenses amounted to Rs. 51.40 
per tonne. With the transfer of work relating to procurement, 
storage and distribution of foodgra'ins to the Corporation, these ex-
penses rose to Rs. 77.10 per tonne during 1969-70 inclusive of buffer 
stock, carrying charges. These expenses were provisionally allowed 
at Rs. 91.510 per tonne. The Committee would like to focus attention 
of the Corporation as well as Government 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 a50 per cent, 'establishment charges' by 170 per cent 
and 'Godown Cha.rges· by 37 pcr cent as compared to the charges 
incurred when the Food Depa.rtment handled directly food grains. 

The C.)mmittee recognise that there has been increase in the 
'scope, size and area' of operations of the Corporation and that some 
increase h'l such charges could not be ruled out but they find it hard 
to accept that the present charges of Rs. 91.50 per tonne (Rs. 9.15 
per quintal) are the barest minimum and there is no scope for re-
duction. During evidence a representative of the Roller Flour 
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Millers Federation of India informed the Committee that 'no where 
in the history of the foodgrains trade, handling charges are anything 
more than 3 to 4 per cent.' In the case of the Food Corporation of 
lndia, handling charges of Rs. 9.15 per quintal constitute 12 per cent 
·of the procurement price of Rs. '76 per quintal wheat. When 'pro-
curement incidentals' of Rs. 111.26 per quintal are added to the Cor-
poration's incidental of Rs. 9.1& per quintal, ha.ndling charges amount 
to Rs. 19 .... 1 per quintal and constitute about 25 per cent of the pro-
curement price of wheat. Some of the State Governments ha·ve also 
.categorically stated in written memoranda of he Committee that 
incidental charges of the Corporation 'are' e:lCtreniely"high and needed 
to be brought down to a reasonable level. The turnover of the 
Corporation has increased manifold and it is now admittedly one of 
the biggest Trading Corporation in the world dealing as it does, with 
10 million tonnes'of foodgrains 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. (Para 10.28) 

Reply of GOvernment 

The incidental expenses incurred by the Food Corporation in 
1969-70 are not comparable with those incurred by the Food Depart-
.ment in 11"'7-68 for the follOWing reasons:-

(i) The scope, size and area of operations of the Food Cor-
poration in 1969-70 were vastly diffet:ent from those of 
the Food Department in 1967-68. 

:(ii) the method of calculating th~ incidentals of the Food 
Department was entirefy different from the method adopt-

(iii) 

ed by the Corporati~n. _. 
'. 

In regard to the apparent increase in the establishment 
charges, the incidentals worked by the Food Department 
were based on the expenditure divided by the total quan-
tity purchased during the year while the incidentals in 
the case of the Food Corporation have been worked out 
based on the expenditure for normal operations divided . , 
by the sales. r .. 

"t ,... 

. (Iv) When the Food Department was handling the foodgrains 
.' operation, the purchases consisted mostly of imports and, 

therefore these were confined to the ports. The Food 
Corporati'on has, however, been procuring almost all over 
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the country enormous quantities of wheat, dce etc. indi-
genously and also handling the minor price support opera.-
tions. The Corporation has also undertaken a huge 
programme of construction of god owns to store buffer 
stocks of foodgrains. These have necessitated the em-
ployment of staff at a number of centres through out the 
country, resulting in increase in establishment charges. 

(v) Since 1967-68, there have been a number of increases in 
the allowances payble to the officers a·nd staff and these 
inr.reases have been reflected in the establishment cost of 
the Food Corporation. 

(vi) In respect of transit and storage loss, the incidentals of 
the Food Department for 1967-68 are bftSed on the amount 
of losses written off during the year divided by the pur-
chases made during th~ year and do not take into account 
the actual losses incurred. However, the incidentals 
worked out by the Corporation for 1969-70 are based on the 
amount of actU'll losses incurred during the year. If the 
incidentals of the Food Corporation are worked out on the 
same basis as that of the Food Department for 1967-68, 
the losses for the Corporation for 1969-70 would be much 
less and there would in fact be a decrease in percentage 
of transit and storage losses of the Food Corporation. 

(vii) The storage capacity in possession of the Corporation was 
far higher than the storage capacity with the Food 
Department in 1967-68. The method of working out the 
godown charges of the Food Department was also difterent 
from the method adopted by the Food Corporation. These 
were the factors which were responsible for the epparent 
increase in the godown charges. 

It may not also be appropriate to compare the incidental expen-
ses incurred by the Corporation with those incurred by the private 
trade as their respective parameters of working are radically differ-
ent. Whereas the trader has the choice to operate in areas where it 
is profitable for him to do so, there is no such choice for the Food 
Corporation which is essentially fulfilling a social objective and obli-
gation. Secondly, the private trader does not have to transport the 
procured stocks over long distances; neither is there any obligation 
on him to store them over a long period, whereas the Corporation 
has been entrusted with the social task of building up and main-
taining buffer stocks on behalf of Government of India. Thirdly ~ 
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so far as we are aware, while procuring stocks, a trader always 
takes 3-4 Kg. of foodgrains in excess of the actual weight without 
extra payment whereas the Corporation pays full price for the stocks 
procured by it. It is also a well known fact that the employees of the 
Corporation are far better paid than those of the private trader. 
Viewed in this context, therefore, it will be inequitable to compare 
the handling charges of the Corporation and those of the private 
trade. 

Lastly, it may be mentioned that most of the items of incident.l,Is 
vary in direct proportion to the quantum of procurement and distri-
bution. A major item of incidentals which prima jacie should bene-
fit from the enlargement of activities in these spheres is adminis-
trative expenditure. But even here, because of the Corporation's 
responsibility to provide a wide net work of procurement and distri-
bution points to serve the interest of producers and consumers, the 
application of economic norms for staffing and' allied expenditure is 
not possible thereby making the task of reduction in administrative 
expenditure difficult. 

NotWithstanding the above, the Corporation is doing its best to 
curtail its cost and effect economies in its operations. The Corpora-
tion has initiated a number of steps for reducing its costs of opera-
tions. The important steps initiated by the Corporation have already 
been indicated in the comments under Recommendation No. 49. 

[Mini!ltry of Agriculture (Department of Food) O. M. No. 
19-2172-FCC, dated 7-12-1972] 

Further information called for by the Committee 

Please ,furnish recommendations of the High Level Committee 
appointed to closely scrutinise and to probee into the procurement 
and distribution incidentals of Food Corporation of India and also 
action taken thereon by the Government. Also please furnish de-
tails of tre subsidy paid to the Corporation subsequent to 1970-71. 

[Lok Sabha Sectt. O. M. No. 13-PU172 dated 21.9.1973J 

Reply of Government 

The re(·ommendations of the High Level Committee appointed to 
probe into the procurement and distribution incidentals of the Food 
Corporation of India are still awa,ited. 
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The details of the amount of subsidy paid to Food Corporation of 

lndia subsequent to the year 197Q-71 are as follows: 

Year. Rs. crores. 

1971-7z 49'69 

197Z-73 II7'z3 

1973-74 . 70' 00 I:lpto 31-7-73. 

,[Ministry of Agriculture (Department of Food) O. M. No. 
19-2172-FCC, dated 12. 10. 1973] 

Comments of the Committee 

Pleaae see Chapter I of the Report. 

Recommendation (Serial No. 53) 

The Committee note that the Food Corporation had got some 
aspects of their management and costs analysed by the Institute of 
Management, Ahmedabad and Ibcon (P) Limited., but their Reports 
remain still under consideration of the FOOd Corporation of India. 

'The Committee would like the Food Corporation of India to give 
highest priority to the processing of these Reports of expert bodies 
:and take concrete measured to effect economies. (Para 10.30) 

Reply of Govemment 

Procurement and Storage (including Preservation and distri-
bution) comprise the two main activities of the Corporation on 
which the bulk of its man-power is employed. The Corporation has 
got definite norms of staff for both these activities. The norms re-
lating to the storage godowns were devised by the Department of 
Food in consultation with the Ministry of Finance before the trans-
fer of work to the Corporation and the Corporation has been regu-
la.ting the strength of the staff in the storage godowns on the same 

·l1orms. The norms for procurement operations have been evolved 
by the Corporation itself a.fter internal work studies. 

It was felt that, with the changing pattern of activities resulting 
from massive procurement and build up ~f buffer stocks, the norms 
in respect of these two main activities should be reviewed. It was 
for that reason that the Corporation arranged expert studies of the 
norms relating to these two activities through Mis Ibcon (P) Ltd. (for 
Procurement operations) and the Indian Institute of Management, 
Ahmedabad (for storage operationa). 
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Mis Ibcon (P) Ltd., studied the procurement operations in Punjab 
.and U.P. and submitted a report making certain recommendations in 
respect of the procurement operations in the Punjab in November, 
1970. Their main recommendation was that the norms for procure-
ment staff in Punjab should be based on arrivals in the mandis 
rather than on the volume of procurement, during a season. They 
assumed that super inspection of stocks purchased by other agencies 
namely, the State Government and Markfed, would be carried out at 
the mandi level by Food Corporation of India staff. This assumption 
was later proved to be incorrect. The norms suggested by them 
would have had the effect of reducing the staff strength by 29 persons 
only. 

These recommendations were considered by the Management in 
-consultation with the Zonal and Regional Managers. It was found 
that recommendations could not be accepted for the following rea-
sons:-

(a) Classification of mandis based on arrivals would not be 
logical because the activities of the Food Corporation of 
India staff have mostly to be related to procurement actu .. 
ally handled by it. 

(b) The assumptions made by the consultants were not correct 
as already indicated. 

(c) The reduction in the strength of staff was not very signi-
ficant. 

The existing norms for procurement operations are, therefore, 
~ing co~tinued.· These are rationalisecl and modified wherever 
necessary on the basis of work studies conducted by the internal 
work study unit from season to season. In fact, it is neither feasible 
nor advisable to have rigid norms for procurement operations. The 
staffing pattern for these operations has to vary with the method of 
procurement e.g., monopoly procurement, producers' levy, mill levy, 
direct purchases from the farmers, purchases in regulated ma.rkets, 
etc. If any rigid norms were laid down with reference to the system 
of procurement followed in a particular season and the pattern of 
procurement is so changed in the next season as to warrant a reduc--
tion in staff, such reduction would be resisted on the strength of the 
prescribed norms. It is better, therefore, to follow the present gene-
ral guide-lines subject to local and periodical variations. Besides, the 
procurement operations of the Corporation are not always governed 
by strict commercial considerations. There are cases, for instance, 
'Where the Corporation is required, in U:e' overall national interest, 
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to open purchase centres in distant areas where the actual quantum 
of procurement may not be much indeed or in numbers much larger 
than those justified by purely economic considerations. Himachal 
Pradesh and Manipur States are fairly good illustrations of the for-
mer while the large net work of direct purchase centres opened in 
Uttar Pradesh during Rabi 1972 is a good illustration of the latter. 

4. The Indian Institute of Management, Ahmedabad conducted a 
detailed study of the norms for staff in respect of storage godowns. 
Their basic recommendation is that the eXisting norms based on 
storage capacity are not very scientific and they have suggested cero-
tain new norms based more on the activity level in the godowns. The 
report of the Jm:titute has been under consideration with the Man-
agement. As the acceptance of the new norms would make for some 
reduction of staff, the salient features of the report have also been 
discussed with the representatives of the staff. Although the staff re-
presentatives are opposed to the acceptance of the revised norms sug-
gested by the Institute a tenta,tive view has been taken that the basis 
suggested hy the Institute is more rational and scientific. It has, 
however, been felt that the implementation of the recommendations 
of the Institute would be more meaningful if the godown staff, which 
is presently distributed into distinct cadres like godown staff, quality 
control stall, etc" is converted into multipurpose staff, It has also 
been felt that certain factors like the open market sales direct dis-
tribution to fair price shops, the distribution set-up in West Bengal 
etc. not fully taken into account by the Institute would also have to 
be taken into account in arriving at a final decision on the implemeno-
tation of the new norms. All these questions are, presently, under 
active conslderation and a final decision will be taken shortly. 

[Ministry of Agriculture (Deptt. of Food) O. M. No. 19-2172-FCC, 
dated 7-12-1972] 

Com.ments of the Committee 

Please see Chaptel' I of thE Report. 

Recommendation (Serial No. 55) 

The ca:)e of misappropriation of Rs. 32 lakhs in 1968 in the Cal-
cutta Regional Office of the Food Corporation of India is the most 
serious of all cases of misappropriation, fraud, over-payments etc. 
which have so far occurred in the Corporation. The Corporation 
have intimated that the CBI which had conducted the investigation 
into this case had not found any lacuna in the rules and procedures of 
the Corporation but had pointed ou~ that there should have been 



133 

effective checks on the dealings of the Corporation's officials involv-
ed in the case. As the case is subjudice, the Committee do not wish 
to offer any views thereon. The Committee, however, recommend 
that the Corporation should tighten the financial discipline in their 
enterprise, tone up the administration of rules and procedures and 
provide adequate supervisory checks and enforce their observance at 
all important levels to prevent recurrence of such cases which besides 
entailing financial loss tarnish the fair image of the Corporation. 

(Para 11.16) 
Reply of Government 

It has already been brought to the notice of the Committee on 
Public Undertakings that no lacuna in the rules Bnd procedures laid 
down by the Corporation have been noticed. That is also clear from 
the fact that this case was actually detected during internal audit in 
the normal course. 

The Committee's recommendations about the toning up of the ad-
ministration of rules and procedures through better supervision are 
welcome. With a view to further tightening up the procedure, in-
structions have been issued that full realisation of the cost of food-
grains issued to private parties should be made on daily basis. The 
Regional Managers/Zonal Managers have been made responsible to 
ensure that this is done. Also the .Zonal Managers have been asked 
to furnish certificates to ensure that monthly accounts are being re-
ceived regularly from the Depots concerned and proper check is being 
exercised. Further, to ensure that these rules and procedures are 
being properly observed, Physical Verification and Internal Audit 
parties have been set up both at the Head Office and in the Zonal 
Offices. 'l'he internal audit parties are also being strengthened fur-
ther. These parties are also deputed from time to time to conduct 
special Physical Verification of stocks or to conduct special Audit of 
accounts at the vulnerable points. Besides, the vigilance machinery 
at the Headquarters has been strengthened to ensure that every case 
arousing suspicion and every complaint is immediately investigated 
on the spot and prompt disciplinary action taken where called for. 

[Ministry of Agriculture (Deptt. of Food) O. M. No. 19-21 72-FCC, 
dated 7-12-1972] 

Further information called for by the Committee 

Please give the salient features of the Report of CBI which con~ 
ducted the investigations and also the names/designations of the 
Officers involved and the action taken thereon by the Government. 

[L.S. Sectt. O.M. No. 13-PU/72 dt. 21-9-1973] 
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Reply of Government 

The facts of the case, summary of the Report furnished by the CBI 
as well as the action taken by the Government have already been 
furnished to the Lok Sabha Secretariat vide D.O. letter No.9 (12) 170-
Be Vol. IV dated 12-1-1972 addressed to Shr1 S. C. Mookerjee, Deputy 
Secretary in response to Point No. 24 of the list received under Lok 
Sabha Secretariat communication bearing No. 15-PU /69 dated 21-12-
1971. 

The names and designations of the Officers involved in the case 
are: 

(1) Shri A. K. Banerjee, Asstt. Manager (Movt.) Regional 
Office. FCI, Calcutta. 

(ii) Shri Sudhir Kumar Shome, Chief Inspector, Regional 
Office, Calcutta. 

These Officers are employees of the Government of West Bengal 
and working on deputation with FC!. As soon as irregularities on 
their part came to the notice of the Corporation, they were placed 
under suspension with effect from 20 .. 6-1969 and 4-6-1970 respective-
ly. Both the Officers are still under suspension. The CBI have 
launched prosecution proceedings against both these Qfficers along 
with Shri Kedia of MIs Bihar Traders and Others. The proceedings 
are held up on account of writ petitions flIed by Shri Kedia and others 
in the Calcutta High Court which are pending.· . 

[Ministry of Agriculture (Deptt. of Food), O.M. No. 19-2/72-FCI, 
dated 12-10-19731 

Comments of the Committee 

Please see ChaptE'r I of the Report. 

Recommendation (Serial No. 56) 

The Committee find that the outstanding of the Food Corporation 
of India have gone up from Rs. 36.60 crores as on 30th November, 1970 
to Rs. 67.19 crores as on 31st October, 1971 despite efforts made by 
the Corporation to bring down the outstandings. In this connection • 
the Committee note that of the total amount of Rs. 67.19 crores, the 
outstandings from State Governments alone are Rs. 49.42 crores. 
Some of the oldest items outstanding from the 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: 
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a!)d the Corporation find itself unab~ 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 outstanding expeditiously. It is obvious that 
if the outstandings are kept low, the Corporation would have larger 
liquid resources and will not be forced to lean too heavily on loans 
on which they have to pay a high rate of interest. (Para 1.1.21). 

Reply of Government 

This recommendation relates to the outstanding dues of Food Cor-
poration of India on account of supplies of foodgrains to the State 
Governments, Defence etc. The Food Corporation of India reported 
to the Ministry of Agriculture (Department of Food) that a sum 
of Rs. 51.46 crores is outstanding against the various State Govern-
m,ents, Central Storage Depots, Ministries of Rehabilitation and 
Defence etc. and sought the assistance of the Ministry t6 recover the 
outstanding. amount against the State Governments. As a result of 
a reference to the Chief Secretaries of the State Governments at the 
level of the Secretary, Food Department, the outstanding amount has 
been reduced by Rs. 6 crores. The position of outstanding as on 
30-6,1972 is as indicated below:-

Comparative statement showing the position of outstanding as on 
31-3-72 and 30-6-72 

.---. ...;:..-----------~---------
(Rs. in lakhs.) 

As on As on 
31-3-72 30-6-72 

I. State Governments. 3283'96 2826'61 

2. Defcnc: 602'68 459'55 

3· Departments of the Govt. of Jndia. 1214' 25 1J95' 30 

4· Miscellaneous 45'44 45'43 ---
TOTAL 5146'33 4526·89 ---

Constanteiforts are being made by the Department of Food to-
reduce these outstandings further .. The matter would continue to be 
reviewed periodically at the highest level in the Food Department. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972} 
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Further Information called for by the Committee 

The Government may please state the latest positton of the out· 
standings as on 31-3-1973. 

(L.S. Sectt. a.M. No. 13-PU/72 dated 4-7-1973) 

Reply of Government 

The position of outstandings as on 31·3-1973 is given below:-

I. State Governments. . 

2. Deplrtments of Govt. of India. 

3. Defence . 

4. Miscellaneous 

S. Supply ofwh~at to Banata Deah. 

(Rs. in lakhs.) 

As on 31-3-1973. 

5924'48 

77,6'86@ 

66"09 

45'25 
1509'OO@@ 

15900'68' ------
NOTS: @ A subsidy of Rs. 63' 36 crJteS payable t) the F.C.I. on .account of losl 

incurred on State Trading of foodgrains tranw:tions was not Included in the 
figures reported last for the period ending 30-6-1972. 

@@ Paymeat of Rs. IS' 09 crores is due for supplies of wheat made to BangIa 
Dean on payment basis. 

'The quantum of monthly supplies to the State Governments have increased 
during the last few months for which payments from the State Governments 
have yet to be booked. 

{Ministry of Agriculture (Department of Food) a.M. No. 19.2/72-FCC, 
dated 25-7-1973]. 

Comments of the Committee 

Ple.:l.se ~ee Chapter I of the Report. 

Recommendation (Serial No. 57) 

The Committee find that while the stocks with the FCI increas-
ed by about 11 times i.e. from Rs. 37.31 crores in 1965-66 to Rs. 446 
crores in 1970-71, its loans and overdrafts went up by 18 times i.e. 
from Rs. 30 crores in 1965-66 to Rs. 546.85 crores in July, 1971. 
This does not reflect a comfortable position because Corporation's 
dependence on loans and over-drafts has far exceeded the value 
of stocks held by it. They recommend that the loans and over-
drafts should be kept by the Corporation within reasonable limits 
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;as the "burden" of borrowing involves payment of interest at a 
higher rate and thus raises the cost of intermediate handling 
.affecting the consumers in the long run. The Government should 
ensure that the Corporation does not, as a rule lean hea.vily on 
loans and overdrafts to sustain its activities. (Para 11.23). 

Reply of Government 

It is seen that the position of loans and overdrafts as on 
21-7-1972 has been compared with the stocks at the end of March 
1971. The loans and overdrafts utilised by the Food Corporatio~ 
of India at the end of March, 1971 were Rs. 396 crores only. (Gov-
ernment loan Rs. 214 crores and Bank overdraft Rs. 182 crores). 
It would thus be seen that the loans and overdrafts at the end of 
March, 1971 had increased by 12 times only over the loans and 
overdrafts at the end of 1965-66 and not 18 times as mentioned in 
the report. The increase in the loans and overdrafts in 1970-71 
over the 1965-66 level is, therefore, comparable to the increase in 
the value of stocks in these years. 

The main function of the Corporation is to procure foodgrains 
on behalf of the Government for subsequent issue through the 
public distribution system. The Corporation works, by and large, 
on .the basis of no profit no loss and since it does not have any 
major production activities, has little scope for generating its own 
finances. In such a situation, the only way of financing its pur-
chase and buffer stock operations is to .utilise bank credit or loans 
from Government. The Corporation has been making a judicious 
USe of the cash credit facilities and the loans available to it with 
a view to reducing the incidence of interest. It is evident that the 
Corporation WOUld. have to depend mainly on loans and ca..'lh credit 
facilities to sustain its activities. 

IMinistry of Agriculture (Deptt. of Food) O. M. No. 19-2!72-FCC, 
dated 7-12-1972] 

Comments of the Commit'tee 
Please see Chapter I of the Report. 

Recommendation (Serial No. 56) 

The Committee note that the profit (prior to tax) earned by 
'the Food Corporation of India has come down fro~ Rs. 305 1akhs 
in 1966-67 to Rs. 158 lakhs in 1970-71. The Committee are con-
vinced that in the case of Food Corporation the com'entional 
yardsfick of judging the performance of an enterprise by the 
quantum ofprOftt earned by it should not apply, though the ~~ 
mittee are nC1taverse to marginal profits being made by the 

2674 LS-l0 
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Corporation to meet any unforeseen contingencies. The Corpora-
tion has to be more judged by the achievement of the social objec-
tives underlying its set up. The Committee, therefore, liked the 
Corporation to spare no efforts to ensure that the farmer is paid 
remunerative price, that the high cost of handling at present incur-
red by the Food Corporation of India is reduced. to the minimum so 
that the consumer is sold the foodgrains at reasonable prices and' 
on assured basis. The Committee also liked Government to exa-
mine 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 Corpo-
ration. The Committee need hardly stress that the size .of the 
buffer stock should be most judiciously fixed in the light of ex-
perience 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 preservation is exceeded. (Para 11.31). 

Reply of Government 

As regards the fixation pf the size of buffer stock it may be 
mentioned that the earlier target of 5 million tonnes of foodgrains 
was fixed for the Fourth Plan by taking into account the cons-
traints of finance and storage, and trend of production etc. The 
target has now been raised to 7 million tonnes for remaining 
Fourth Plan Period. 

With regard to the observations of the Committee that 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 preser-
vation is exceeded, it may be stated that priority is always given 
by the FC! for the issue of lower .' category stocks against the· 
allocations made by the Government. 
[Ministry of Agriculture (Department of Food) O.M. No. 19.2/72-FCC, 

dated 7-12-1972J 

Comments 01 the Commiftee· 

Please see Chapter I of the Report. 

RecommendadoD (Serial No. 61)' 

The Committee note that recently the Corporation have had two 
studies made of the operational norms and man-power by mCON 
(P) LTD. and the Institute of Management, Ahmedabad. Now 
that the role and responsibilities of the Corporation are well defin-
ed and they have the ben~fit of the studies made by two expert 
bodies and extensive experience in the field it should: be possible 
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for the Corporation to evolve, ?lithout further delay, realistic 
norms for manning of the different operations. In evolving these 
norms, the Corporation would no doubt keep in mind the impera-
tive need for reducing the unconscionably high handling charges 
which are at present being charged by them. 

The Committee note that as on 31-3-1971 the staff strength of 
the Corporation is made up of direct recruits (24 'per cent), depu-
tationists (19 per cent) and transferees (57 per cent). There should 
~ no difficulty in placing back the services of deputationists who 
are surplus to the requirements at the disposal of the respective 
parent departments. No additional recruitment shoUld be made 
unless it is absolutely inescapable and certified as such by the 
Managing Director in consultation with the Financial Adviser. 

The Committee also find that the Corporation have taken over 
as many as 5,000 employees of West Bengal Government when 
the distribution of foodgrains was taken over at the instance of 
West Bengal Government. The Committee feel that the Food 
Corporation. should not be saddled with the duties and responsi-
bilities 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 employees being taken over by the Corporation and 
s~elling further the Staff strength. (Para 12.21). 

Reply of Government 

The detailed position in respect of the studies conducted by 
Mis. Ibcon (P) Ltd. and the Indian Institute of Management, 
Ahmedabad has been explained under recommendations 53 and 54. 
It has also been explained under recommendation 60 that a similar 
expert study of the staffing pattern of District Offices is presently 
being conducted. The final decisions to be taken on the results of 
these studies would determine realistic norms for manning all 
major activities of the Corporation. In taking these decisions the 
Management will certainly keep in view the imperative need of 
reducing the handling charges. 

2. The pereentage of deputations (10 per cent) quoted by the 
Committee in the second para of the recommendation includes, 
apparently, the 5,000 employees on deputation from the State 
Government of West Bengal mentioned in the third para of ~he 
recommendation. As long as the work of .distribution of foodgrams 
in West Bengal is with the Corporation, it is not possible to revert 
these employees to the State Government. The percentage of de-
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putationists exclusive of these employees is negligible. The Cor-
poration is highly selective in taking people on deputation or in 
retaining them and the question of continuing any surplus deputa-
tionist in the service of the Corporation does not arise at all. The 
procedure followed in sanctioning additional staff has been des-
cribed under recommendation 54. As mentioned therein no addi-
tional staff is sanctioned without a detailed examination by the 
internal work study unit of the Corporation and except on the 
recommendations of the Economy Committee composed of top 
Managers including the Financial Adviser. As a further safeguard, 
the powers delegated to the Zonal Managers in the matter of sanc-
tioning additional staff have been withdrawn for the time being. 

3. The West Bengal State Government employees in question 
were employed by the State Government on the work of internal 
distribution of foodgrains and were taken over on deputation by 
the Corporation when this work was taken over. They continue 
to be employed on the same work. 

[Ministry of Agriculture (Department of Food) O.M. No. 19-2/72-
FCC, dated 7-12-1972] 

Comments of the Committee 

Please see Chapter I of the Report. 



CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL 
REPLIES OF GOVERNMENT ARE STILL AWAITED 

NEW DELHI; 

December 12, 1973. 
--,-~----,-,= 

AgTUhayafWl 21, 1895 (S). 

Nil -_ .. 

SUBHADRA JOSHI, 
Chairman. 

Committee on Public Undertakings 
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APPENDIX II 

(Vide Reply of Government to R~ommendation at SI. No. 29', 
Chapter II) 

Summary 0.1 the Main Recommendations contained in the Report 
of the Study Group jor Determination of brettk-even pOint 
for the Cost of Transport oj Foodgrains by Road and Rail and 
accepted by the Ministry of Agriculture (Deptt. of Food) ana 
the Food Corporation oj India. 

1. It has been found that in the existing conditions the econo-
mic radius for transport of foodgrains by road or the point at which 
the rail and road cost equalise should be taken as follows:-

Wheat-SO Kms. 
Rice-90 Kms. 

2. It has, however, been observed that in the areas served by 
Northern Railway, road Mavement up to 10() Kms should be freely 
resorted to. Within this range, the considerations of difference in 
the cost of transport by rail and road should not operate, as in any 
case, it would not be correct to divert the rail capa,city for short 
lead movement. However, this limit should be treated only as a 
general guideline as in actual practice, road movement may have to 
be resorted to on a wider range considering the sp~iftc situation. 

3. The limit of 100 Kms may be exceeded to. overcome specific 
difficulties in rail movement on particular routes or via tranship-
ment points. 

4. The road movement should be utilised in a manner to supple-
ment the rail movement and it should not result in wastage of 
rail capacity. Therefore:-

1).. 

(i) Road movement should not originate from points where 
adequate rail capacity is available. The road movement 
should be more liberally utilised from saturated or more 
difficult rail sections and should be more conservativel! 
utilised along rail sections which have adequate raIl 
capacity. 

(ii) Subsidiary movement by road may be resor~ed to upt() 
100 Kms to disperse or build up the food grams stocks in 
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a manner commensurate with the availability of rail 
capacity along different sections, Provided the resultant 
traffic on the Railways is for long distances. 

5. Where the greater portion of the transport lead is by road 
and only a relatively smaller portion of the transport lead is by 
rail, e.g., movement to-J&K and Himachal Pradesh, the movement 
should originate by road right from the despatching points. 

6. Since the utilisation of the rail capacity on the Panipat-
Delhi, Rohtak-Delhi and 'Moradabad-DelItt-tms-"T1!ached the satura· 
tion point, movement of foodgrains from these areas to Delhi hat 
been recommended by road. Movement by road has also been 
recommended from Bulandshahr district to Delhi because the rouh 
capacity on the Hapur-Khurja and Tundla-Ghaziabad sections is' 
already fully utilised. 

7. The decision regarding exceeding the general limit of 100 Kms' 
for movement byroad may be taken by the concerned Regional 
Managers in case of inter-state movement and by the Chief Traffic 
Manager, Food Corporation of India, in the case of Inter-State 
movement. 

8. The Study Group has not suggested any specific quantum of 
traffic which should be moved by road from specific areas. Deci-
sions in _ this regard would vary' from year to year and even from-. 
season to season depending upon various operational factors. 



APPENDIX III 

-(Vide Reply of Government to Recommendation at SL No. 36, 
Chapter II) 

D.C. No. 296/SF/72 

FOOD SECRETARY 

GOVERNMENT OF INDlA, NEW DELHI 

August 3, 1972· 

:My dear 

The Government of India have been watching with concern the 
upward trend in the prices of wheat products inspite of the improv,.. 

'ed supply position of wheat this year. Although the grain is issued 
,to flour mills at a subsidised rate and there is also statutory con-
trol on the ex-mill prices of wheat products, this arrangement is not 
fully achieving the objective of ensuring the ready availability of 
wheat products to the consumer at reasonable prices. The Govern-
ment of India have, after very careful consideration, decided that 
the State Governments should, with immediate effect, take over 

. control on distribution of wheat products from the roller flour mills. 

2. Distribution of wheat products may be regulated tW:Ough the 
fair price shops, and in the case of bulk consumers and others, 
through permits and/or quotas as many be considered necessary 
Where there are no controls on the wholesale and retail prices of 
wheat products, the State Governments may immediately take steps 
to introduce statutory control on the product prices. It may be 
mentioned that the Government of Maharashtra have promulgated 

'an order under the Essential Commodities Act fixing wholesale and 
retail prices of wheat products in dift'erent areas of the State. It 
is suggested that a similar order may be issued by your State with 

·the concurrence of the Central Government, to ensure effective con-
trol on prices of wheat products. Along with the promulgation of 

,the order, the State Government are requested to immediately take 
'necessary step& to devise the organisational arrangements for taking 
,"",ver control on the distribution of wheat products within the State. . 

146 
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3. The receipt of this communication may please be acknowledg-
ed and the action taken confirmed. 

Yours sincerely. 
Sd/- R. R. Bahi 

,Chief Secretaries, 
All State Governments/Union Territories. 



APPENDIX IV 

(Vide Reply of Government to the recommendation at S1. No. 37,. 

To 

Chapter II) 

No. 1/900/R-W /66-SH. III 
GOVERNMENT OF INDIA 

MINISTRY OF FOOD & AGRICULTURE 
(DEPARTMENT OF FOOD) 

New Delhi, the 28th March, 1968. 

The Secretary, 
Food Corporation of India, EKA BHAVAN, 
1, Zaffarshah Road, New Delhi. 

SUBJECT: Reports on demurrage over Rs. 10,00)1- in respect of ves-
sels arriyed at Kerala and Tuticorin ports from the Food 
Corporation of India. 

Sir, 

I am directed to state that the Public Accounts Committee had 
observed in October 1965 that cases whereas the demurrage of more 
than Rs. 10,000 was paid should invariably be examined with a view 
to fixing responsibility pursuant to these recommendations we are 
caIling for special reports from the District Manager of the Food 
Corporation of India at the ports wherever a ship incurs demurrage 
of more than Rs. 10,000. A review of these reports has shown 
that despite the fact that the vessels do not maintain stipulated rate 
of discharge, it is certified by the District Manager (Shipping) Co-
chin that all steps were taken to speed up discharge and that no 
one can be held responsible for the incurrence of demurrage. For 
instance case of SS "WHITE CLIFF" which arrived at Cochin port 
on 4-1()"66 is quoted for your information wherein the rate of dis-
charge was about 354 tons as against 750 tons stipulated in the Char-
ter Party. I am desired to enquire whether their special reports or 
reports similar to them are examined in the Food Corporation of 
India at the appropriate level. If not, I am to request you to start 
doing so in future. The results of our examination would be· 
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brought to your notice where we feel that incurrence of demurrage 
was principally due to slow discharge and there does not appear a 
justifiable reasons for it. ' 

An early reply is requested. 

-Copy is forwarded to.:-

Yours faithfully, 

Sdl- V. V. Tahiliani 
Deputy Director (Sh. Claims) 
For Director General of Food 

1. The Dy. Manager (Shipping), Food Corporation of India, 
Madras. 

2. The District Manager (Shipping), Food Corporation of India, 
Cochin. 

3. Guard File. 
4. Policy File 



To 

APPENDIX V 

(Vide Reply of Government to Recommendation at SI. No. 37, 
Chapter II) 

No .. 17(1) I 73-M. II 
GOVERNMENT OF INDIA 

MINISTRY OF AGRICULTURE 
(DEPARTMENT OF FOOD) 

New Delhi, dl1ted the 14th March, 1973 

The Managing Director, 
Food Corporation of India, 
Eka Bhavan, 
New Delhi. 

SUBJECT: Increase in the turn-round time of food ships in the Bom-
bay Port. 

Sir, 

I am directed to enclose a copy of the following letters from 
Chairman, Bombay Port Trust to the Jt. Secretary, Ministry of 
Shipping & Transport, New Delhi:-

(i) D.O. No. TIDT-TAI2363 dated 26-2-73. 

(ii) D.O. letter No. TIDT-TAI2364, dated 26-2-73. 

2. The Ministry of Shipping & Transport, New Delhi has point-
ed out that the turn-round time of food ships at Bombay has con-
siderably increased and it is necessary to do everything possible to· 
reduce this particularly when there is shortage of berths for accom-
modating food ships. It bas also been observed that despite several 
facilities extended by the B.P.T. to the FCI, the latter have not 
been able to make maximum utilisation of berths allotted so as to-. 
reduce the turn-round time of food vessels to the barest minimum. 
The Ministry of Agriculture desire that the FCI should accelerate 
the rate of discharge from the Bulk carriers and ensure adequate 
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availability of labour for handling foodgrains expeditiously in the· 
Bombay Port. This Ministry may be advised of the action taken 
in the matter. 

Encl:-Two. 

Yours faithfully, 

Sdl- K. P. Singh, 
Director (Movement) 

Copy of D.O. letter No. TiDT.TAI2363 dated 26.2.73 from the 
Chairman, Bombay Port Trust to Shri Sivaraj, Joint Secy. to the 
Government of India, Ministry of Shipping & Transport, New Delhi. 

Please refer to your letter No. DTR(P) l71jG(5) dated 3rd Feb-
ruary, 1973 regarding tum round of feed ships. 

2. The average time in days spent at berth during the period 
1969-70 to 1971 .. 72 according to our records was as follows:~ 

1969-70 

1970-71 

1971-72 

. General Food- Oil 
Cargo grains Tanke rs 

3'49 

20'31 
····-·--~7·· 

3. There were three fooograins vessels dischargins on 17~2. 73 at 
the deck berths viz. "PATAGONIA ARGENTINA" cQmmenced dis-
charging on 4.2.73, -"MAESTROS" commenced discharging on-
6.2.73 and "STATE OF MYSOR.E" (Liner Vessel) expected to com-
plete discharging on 18.2.73. These vessels have completed lare ex-
pected to complete discharging on 18.2.73, 27.2·.73 and 17.2.73 res-
pectively giving a ttirrt round time of 14 days,~1 days and 19 days 
respectively. The average rate or'discharge daily for "each of the 
vessels named above is 1100, 1300 and 500 tonnes. Considering that 
the first two vessels are discharging by vacuvator machines the 
discharging rate could be stepped up to 2000 tonnes daily and this 
fact is being repeatedly pointed out to the Food Corporation of India. 

4. We are all anxious that the turn round of food ships should 
improve considerably. The operations pertaining to handling and 
delivery o·f foodgrains are exclusively controlled by the Food Cor-
poration of India. They draw listed labour from the Bombay Dock 
Labour Board. They weigh bags, stitch, ioad in trucks andior wa-
gons, operate pumping machines, automatic weighing and bagg-
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jng, machines, etc. We have extended them the maximum assist-
.ance required from time to time. They have been allowed to in-
stall their automatic buhler pumps and conveyor belts in the sheds. 
·Their indents for wagons are given top priority. They nave been 
recently accorded priority in berthing in Indira Dock for discharg-
ing foodgrains and fertilisers. Unloading points for barges carry-
ing foodgrains and fertilisers and additional loading points on the 
BPT Railway are also being provided for discharging. 

5. Despite the facilities extended to them, we find that the Food 
Corporation of India has not been able to make maximum utilisation 
of berths allotted, so that the turn round time of food vessels could 
be reduced to the barest minimum. They have their own difficul-
ties primarily labour troubles, every other day I hear of some trou-
ble, or the other presently their clerical and supervisory staff are 
w?rking to rule. 

6. While therefore I would not entirely blame FCI you might 
like to take up with the FCI which employs and operates the pump-
ing machines in the case of bulk carriers and tankers to accelerate 
-and discharging rate and release the vessels earlier than is being 
1ione now. In the case of foodgrains carried by freighters, it is 
again for the FCI, which handles the cargo on shore to ensure ade-
quate supply of labour both on board and on shore for accelerating 
the rate of discharge and delivery. 

With best wishes. 
Copy of D.O. letter No. TIDT-TAI2364 dated 26-2-73 from the 

'Chairman, Bombay Port Trust to the Joint Secretary, Ministry of 
Shipping & Transport, New Delhi. 

Please refer to your letter No. 8-PGA(25) 172, dated 19th Janu-
-ary, 1973 regarding the turn round time of ships at Bombay Port. 

2. I would first like to point out that the main reason for deten-
1ion of vessels carrying dry cargo at this port i~ that there was no 
increase in the berthing capacity of the Port since long except, of 
course, the recent execution of the Dock Expansion Scheme which 
has added seven berths to the Indira Dock complex. The Alex-
andra 'Dock (now Indira Dock) was constructed in 1914 and since 
then shiping registered a significant change in pattern in the lon-
ger beamier and deeper drafted vessels have been visiting the port. 
'Th~ Indira Dock is the only dock where deep drafted vessels could 
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!be berthed. The percentage of berth occupancy thereat during the 
years 1967-70, 1970-71 and 1971-72 was 6;3.80 per cent 71-76 per cent 
and 82.63 per cent respectively. DUring 1971-72, no berth available 
for use was vacant in Indira Dock while ships were waiting in 
stream; there were, however, a number of vacant berths in Prince's 
&: Victoria Docks during the period the ships were waiting in stream. 
This was because of restriction of draft, beam, length and state of 
tides, which are the dominating facto·rs governing the regulations 
<>i the vessels in the Prince's & Victoria Docks. 

3. The foodgrains and fertilisers are generally imported in tank-
ers or bulk carriers of a size of well over 500 ft. in length and dee-
per in draft with the result that they have necessarily to be taken 
only to the Indira Dock. 

4. The composition of the traffic on percentage basis during the 
period 1969-70, 1970-71 and 1971-72 was as follows: -
--_ .... _-------_. ---,,--- -_ .. -.-

General Dry Bulk P.O.L. 
Cargo 

32'97 

11'94 

10'23 

-------_ .. _------ ----
5. The average time spent at berth during the same period was 

.as follows:-
---_._-------_. -----_. --,,-,,-----

General Food- Oil 
Cargo Fains tankers 

(m days) 

'1970-71 

!1.971-72 20'3 1 
---_._-" -----
6. It will be seen from the above that there has been no signi-

ficant increase in the turn round of general cargo .. essels in 1971-72' 
as compared to 1970-71. There is, however, considerable fncreue in. 
turn round of foodgrains vessels. 
2674 LS-ll. 
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7. The general cargo vessels are handled by Port Trust Labour 
. whose performap.ce has continued to be satisfactory as can be seen. 
from the following table:-
---- -------_._--

Year 
Tonnage 
required 

Tonnage Difference Percentage 
handled of 

difference 

1,550,661 3,352,476 + 1,801,815 

1,526,072 3,565,836 + 2,039,764 

1,634,791 ;1,975,150 -2,340,359 
------------

116 

134 

143 

8. As regards foodgrains vessels, please see my letter No. TIDT-
TAI2a63 dated 2·6th February, 1973 addressed to you. 

9. The fortnightly statement showing the actual turn round of 
food ships will be sent to you as desired. During· the fortnight 
ended 15th February, 1973, three food grains ships were berthed and~ 
they were still discharging till the close of the fortnight. 

With best wishes. 



APPENDIX VI 

(Vi~ Reply of Govt. to Recommendation Sr. No. 37 Charter II) 
D.O. No. 1711173-M. II 

GOVERNMENT OF INDIA 

MINISTRY OF AGRICULTURE 

(DEPARTMENT OF FOOD) 
A. K. Majumdar, 
Joint Secretary. 

My dear Rau, 
New Delhi, July 12, 1973. 

Kindly refer to Dave's D.O. letter No. 6(30) 173 FS-SPC-II, 
dated 28-6-73 regarding handling of foodgrains and fertilizer ves-
sels at Bombay Port. There has been no appreciable improvement 
in the position. The seriousness of the situation is evident from 
the D.O. letter No. 4(2)ACO-II173, dated 23-6-1973 from Shrl 
S. N. Banerjee, Deputy Chief Controller of Chartering, Ministry 
of Shipping and Transport addressed to Dave. ·Subsequently, T have 
received from Banerjee two more D.O. letters, dated 25-6-73 and 
26-7-73, copies of which were endorsed to Dave. A perusal of 
these letters will indicate that the repercussions of slow discharge 
and the consequent hold-up of ships in the Bombay Port and else-
where are very serious. Heavy ship demurrage in foreign exchange, 
shortfall in the supply of imported foodgrains and fertilizers to 
various States, reluctance on ~he part of ship owners in picking up 
cargo for India ports, quotation of high freight rates etc., are mat-
ters which are causing us grave concern. I would once again em-
phasise the need for the Food Corporation of India to tie up the 
arrangements in the best manner possible so that the imports at 
this critical time do not suffer or get saddled with avoidable costs. 

Shri N. Narasimha Rau, 
Chief Commercial Manager, 
Food Corporation of India, 
Eka Bhavan, New Delhi. 

Yours sincerely, 

Sdl- (A. K. Majumdar). 



APPENDIX VII 

(Vide Reply of Govt. to Recommendation at 81. No. 37, Chapter II) 

FOOD CORfORATION OF INDIA, BAHADURSHAH ZAFAR 
MARG, NEW DELHI-I. 

N. NARA8IMHA RAU, 
Chief Commercial Manager 
D.O. No. 15(2) 172-SPCI 

My dear SundaresanlNarayanlBajpai, 

.... _. 
:. December 15, 1972. 

As you are aware, the Govenment of India have planned for 
c·'.,·····' :mports of about 2 million tonnes of foodgrains. They 
:: ..:' ;.,.: received within about 4 mo·nths from January 1973 onwards 
at a rate of about 5 lakh tonnes per month. These imports will 
mostly be in bulk. Besides, fertilizer imports will be continuing 
as programmed. While examining our handling capacity of food-
grains and fertilizer on the basis of the past performance taking 
into account the optimum quantities handled in any particular 
month during 1969 both of foodgrains and fertilizers, a statement 
has been prepared and it is enclosed for your information (not en· 
closed). It will be observed that we handled quite substantial quan-
tities of foodgrains and fertilizers simultaneously. We do not, of course, 
have all the facilities that were available at that time, but by gearing 
up the available resources it should be po~sible to rise to the occasion 
and handle the anticipated imports as mentioned above. The sub-
ject was also discussed during your last visit to Delhi and the fol-
lowing break up of the anticipated imports of 5 lakh tonnes per 
month depending upon the handling capacity of the port, was indi-
cated to you: 

Serial Name of port 
No. 

I. Bombay 
2. Kandla 
3. Marmagoa 
4. Madras 
S. Tuticorin 
~. Cochin 
7. Calicut 
C. Vizag 
9. Calcutta 

TOTAL 

-_._-_ ... _--_ ..... - ..• _-----_._----

Quantity in 
tonnes 

1,50 ,000 
50,000 
10,000 
75,000 
25,000 
25,000 
15,000 
50,000 

1,00,00 

5,00,000 
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The prpjection of ports-wise fertilizer imports as decided' 'Ely th~ 
Agriculture Department for the year 1972-73 and 1973-74 ne al_ 
given below:-

Name of Port 

I. Bombay. 
2. Kandla , 
3. Marmagoa 
4. Cochin . 
S. Tuticorin 
6. Madras . 
7. Visakhapatnam 
8. Calcutta . 
9· Manga10re 

10. Paradip 

II. Bhavnagar 

12. Navlakhi. 

13· Varaval 

I;J. Karwar 

IS· Nagapattinam 

J6, Pondicharry 

J7· Cuddalore 

18. Magdala 

J9· Kaldnada 

20. Masaulipatnam 

21. Porbander 

22. Oltba 

Total 

Quantity in lakh of Tonnes 

1972-73 1973-74 

8'00 9'39 
7'00 8· 11 
O'SO 1'02 
0'70 0'29 
0·80' 0'29 
4'5" S' 1()O 
2' SO 1"88 
3'60 7'3S 
o· 30 • 

0'04' 

0'4()o 1"47 

.,. 

0'80 

0'80 

2. Keeping in view the heavy import programme of foodgrains 
from early January 1973 onwards, you should finalise your hand-
ling and clearance arrangements well in advance, but I would like 
to emphasise that the arrangements shOUld be so organised that 
there is expeditious discharge and clearance and Ute foodgrainl 
reach the distribution centres promptly: You may also check up 
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the requirements of gunnies, tarpaullns etc. required for smooth 
handling of the imports and advise the concerned Heads of Division 
tor taking suitable actiop in time. 

To 

Yours sincerely, 

Sdl- (N. NARASIMHA RAU) 

Shri V. Sundaresan, 
Zonal Manager (South), 
Food Corporation of India, Madras. 
Shri K. D. Narayan, Zonal Manager (West), 
Food Corporation of India, Bombay. 
Shri O. N. Bajpai, 
Zonal Manager (East), 
Food Corpc.ration of India, Calcutta. .. 

" 



APPENDIX VIII 

(Vide Reply of Govt. to Recommendation at S1. No. 37, Chapter ll) 

FOOD CORPORATION OF INDIA, BAHADURSHAH ZAFAR 
MARG, NEW DELHI-I. 

N. NARASIMHA RAU, 
Chief Commercial Manager. 
D.O. No. 6(1)-71ISPCI 

..My dear Narayan, 

Dated: February 6, le73 

With reference to the fixtures of vessels carrying foodgrains 
made by the Ministry of Shipping and Transport and the India sup-
ply Mission, Washington, we have already indicated to you the 
port-wise expected arrivals during February, 1973 in my endorse-
ment on my D.O. letter to ShrLMajumdar, Joint Secretary, Deptt. 
().f Food. I am indicating hereunder the further position, in brief, of 
the expected arrivals during he months of March to June, 1973 at 
different ports: 

IS9 
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2. It is purely a tentative programme as allocation of the ship-
ments to various ports has been made keeping in view the fixture 
terms. The schedule of arrivals of vessels may undergo some change 
due to late presentation at the loading ports and delay in voyage 
on jiccount of unforeseen circumstances. However, the general pat": 
tern of arrivals that has been worked out, has to be kept in view tor 
planning their expeditious handling and the clearance. Besides 
foodgrains vessels, fertilizers vessels will also be arriving simul-
taneously about which informatio~ has already been supplied in ten 
Day Statement and also directly by the Deptt. of Agriculture. The 
Secretary (Agriculture) held a meeting on 2.2,.1973 which was at-
tended by the Secretary (Food) and the officers of the Ministry of 
Shipping and Transport and the Food Corporation of India. It was 
reconsised that handling of foodgrains and ferti1i~ers is of an emer-
gent nature as foodgrains have to- reach the scarcity areas imme-
diately and the fertilizers have also to reach the farmers for their 
immediate utilisation. Emphasis, therefore was laid on the fact 
that the Food Corporation of India, being the handling agency, has 
to rise to the occasion and gear up its machinery in such a coordi-
nated way that handling and clearance or both these commodities 
are carried out to the best interest of the Nation. While the minutes 
of the meeting will be forwarded to you separately on the receipt. 
I would like yeu to give this matter your personal attention and en-
sure that there is no let up on any account. 

3. The Bombay Port Trust has been able to give 5 berths and has 
promised to give the 6th berth for handling foodgrain vessels if 
three foodgrains vessels are working at a time and another food-
grain vessels is waiting. It is unlikely that Port Authorities will 
give an additional berth which we desired separately for fertilizer 
and hence we have to manage with the berths that have been made 
available 'to us. It was realised that interchangeability of berths 
between foodgrains and fertilizer vessels would be' possible only if 
we were prepared te- lose time in cleaning and washing if a ferti-
lizer vessel is berthed first and a foodgrain vessel later. The Se-
cretary (Agriculture). however, desired, that there should not be 
any rigidity in maintaining, the berths separately for fooc!grains and 
fertilizers and in case interchangeability can be achieved without 
letting any vessel wait, we should attempt to do so. 110 that we could 
make optimum use of the berths made availa~le*p, us by the B~m~ 
bay Port Trust. , , , 

4. It was also realise that if we recruit additional labour we..,. 
be saddled with a very heavy liability and it was desired that we 
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!lhould manage te· handle these emergent imports by adopting the 
following measures: 

1. Readjusting of gang strength, 

2. Double booking, . . 
3 Working three shifts, 

4. Offering better incentive, and 

5. if possible, bringing godown departmental labour to work 
temporarily in the Docks with the consent of the labour 
leaders. 

i. This is in respect of ports where we have got departmentalised 
labour, but at the other ports where we have got Contractors, they 
-should gear up the machinery for handling large size of imports at 
those perts. '''' " .. ~ ~ 

6· For maintaining expeditious discharge, clearance pace has also 
to be stepped up. The deliveries to the local parties should be given 
.directly from the Docks to the maximum extent possible. Ade-
quate road movement need also to be maintained for loading of 
wagons at the rail heads as well as within the Dock area. It is only 
spill over stocks which cannot be cleared by despatches as above 
that shc·uld be moved to the storage godowns. 

7. No doubt, there is going to be a tremendous stress and strain 
on the organisation and staff during the next few months when 
heavy imports of foograins and fertilizers have simultaneously to 
be handled but I am sure that the staff will shoulder this onerous 
and sacred responsibility towards the Nation in its present crisis 
.caused by recent drough~. 

'Shri K. D. Narayan, 

'Zonal Manager (West), 

Food Corporation of India, 
___ ba,.. 

Yours sincerely. 

Sdl- (N. NARASIMHA RAU) 



.copy to: 
1. Shri S. Sundaresan, 

Zonal Manager (South), 
Food Corporation of India 
Madras. 

2. Shri P. S. Roy, 

Zonal Manager (East). 
Food Corporation of India 
Calcutta. 

... I '~I 

Sdl- Chief Commercial Manager. 
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APPENDIX XI 

(Vide Reply of Government to the Recommendation at 51. No. 33, 
Chapter III) 

My dear 

D.O. No. 372/SF /72 
New Delhi, 

September 18, 1972.-

You will recall that at th~ Conference of Chief Secretaries held 
at New Delhi on the 11th August, 1972, I had circulated a Paper 
outlining certain measures to be adopted by the State Governmentsf 
Union Territories Administration in the context of the present 
food situation. There was general consensus that these measures 
should be immediately adopted. I take it that necessary action has 
already been initiated by your Government along the lines sug ... 
gested. I should, however, like to highlight once again the malO 
points calling for urgent action. 

2. It is necessary, first of all, to strengthen the public distribu-
tion system so that the consumers, particularly belonging to the vul-
nerable sections of society, get their requirements at reasonable 
prices. It has already been decided that all foodgrains issued from 
thE Central Pool. should be distributed only through fair price 
shops. Immediate action has,' therefore, to be taken to strengthen 
th2 fair price shops. In order to ensure that the public distribution 
system functions efficiently, certain ancillary measures are also ne-
cessary. Foodgrains should be issued from fair price shops only to 
card holders. The needs of the population should be' assessed 
thoroughly and cards issued to all that are genuinely in need of them. 
The monthly quantum of foodgrains fixed for issue to the card 
holders should not be excessive. I had suggested in my note that 
the issue of foodgrains, including wheat products, should not exceed 
2 kg. per adult per week. Since the supply of rice is limited, its issue 
should be restricted to small quantities and only to habitual rice 
eaters. As regards the frequency of issue, we do not recommend 
an entire month's requirements being supplied in one instalment. 
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The policy has, however, to remain somewhat flexible in this re-
gard insofar as monthly issues might be necessary in the case of 
consumers receiving monthly wages. The intention is to avoid plac-
ing a whole month's supply in the hands of a consumer who is like- ' 
ly to run through it ahead of time and find himlielf in difficulty. In 
order to sustain an even flow of distribution through fair price 
shops, and also to prevent dissipation of stocks by some sections of 
consumers, it would be advisable to introduce a system of wpekly / 
fortnightly issue of foodgrains. 

3. Apart from streamlining the public distribution system, it is 
necessary to introduce fresh statutory measures and ensure effective 
implementation of those already in force. The system of licensing 
of foodgrains dealers should be rigidlv enforced. A strict watch 
needs to be kept on the stocks availaoie with trader's. Hoarding of 
food grains has to be prevented· by promulgating suitable Orders. To 
prevent speculative hoarding of foodgrains, requisitioning of stocks 
from traders and producers may be considered. If there is no such 
€xisting Order, it may b€ issued with the prior concurrence of the 
Central Government. 

4. I have already written to you in detail regarding the enforce-, 
ment of the Guest Control Order. I trust that the State Govern-
ments/Union Territory Administration has taken the action neces-
sary to introduce a measure of austerity in community life and to 
prevent ostentation and wastage. 

5. In my D.O, letter No. 296/SF/72 dated the 3rd August, 1972, 
I had requested the State Governments/Union Territories Adminis-
tration to take over control on distribution of wheat products manu-
factured by roller flour mills! and to regulate theird¥;tl'ibution 
through fair price shops; in the case of bulk consumers, a system of 
permits and/or quotas was to be adopted. I trust that these arrange-
ments are being implemented by now. 

6. I would once again take an opportunity of stressing the need 
for the strict enforcement of all food control measures; without 
strict enforcement, any regulatory measures would become mean-
ingless. ] f the enfbrcement machinery is week, the State Govern-
ment/Union Territory Administration would no doubt take mea-
sures to strengthen it. 

7. As vou are aware, a Conference of Chief Ministers is being 
convened' on the 30th instant to discuss the kharif procurement and 



price polil~y, as well as measures for stabilising the prices and distri-
bution of roodgrains. I am also holding a Conference of State Food 
Commissioners/Secretaries on the 20th instant to discuss the follow-
ing items:--

(i) General review of the food situation in the country. 

(ii) Procurement policy for the ensuing kharif season and its 
prospects. 

(iii) Strengthening and augmentation of the public distribution 
system. 

(iv) Follow up action on the decisions taken at the Conference 
of Chief Secretaries held on the 11th August, 1972. 

(v) Arrangements for the distributioll of sugar. 

Th;s will provide an opportunity for the State Food Commissioners I 
Secretaries to acquaint us with the measures adopted by the States/ 
Union Territories, in pursuance of the decisions taken at the Chief 
Secretaries Conference. 

With kind regards, 

To 
Chief Secretaries, 

All State GovemmentslUnion Territories . 

• 

287 LS-12. 

Yours sincerely, 

Sd/ .. 
(R. R. Bahl) 
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APPENDIX XIII 

(Vide reply of Government to recommendation at Sr. No.· 5) 
Chapter III). 

G. C. N. Chahal, 
Joint Secretary 
(Tel. No. 384308) 

D.O. No. 1 24/1/72-WSU 
Government of India 

Ministry of Agriculture 

(Department 'of Food) 
New Delhi. June 5, 1972 

My Dear Shri Dave, 

As you are aware, a number of modern aids and techniques de-
signed to help management in decision-making are currently being 
used in this country by leading commercial and i~dustrial houses, 
as also in some of the Central Governm~nt activities particularly 
in the field of long-range planning though perhaps in an experimeno-
tal way. The purpose is to systematise objective and precise evalua-
tion of alternative courses using:-

(i) quantitative analytical techniques and employing statistical 
analysiS, economic analysis,. cost analysis, operations re-
search etc. 

(ii) Optimisation te~hniques using logical or mathematical, 
decision models and modernised information system with 
or without' computer assistance; and 

(iii) Immediate as well as long-range organisation planning re-
quired to meet changing work requirements, as also taio-
ing full benefit of new aids to and technique~ of manage-
ment in its different functional areas. 

2. The Government of India, while accepting recommendation 
15(2) of the Report of Administrative Reforms Commission on the 
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"Machinery of Government and its procedures of work" have alsu 
decided upon the introduction of new management services units in 
selected ministries matchi~ ~ir speQial requirements and those of 
their field organisations. 

3. In view of this development, you may kindly consider whether 
it will be useful to set up in your organisation a small ml!.nagement 
services unit for locating areas or problems suitable for application 
of at least some of the new well-established techniques, like opera-
tions research. To start with, such units could be required only to' 
carry out perspective studies and analyse small, data-based problems 
susceptible to well-established techniques of quantitatives analysis. 

4. Now that there is a decision to exploit fully computer poten-
tial through the establishment of rational computer centres in the 
country, you could also. consider how best to prepare the ground for 
developing and using data relating to 'quantified facts which are the 
basis for application of computel'-assisted. sophisticated techniques of 
quantitative analysis in decision·making process. 

5. I shall be .grateful if you kindly let us know the action you 
propose to take in the matter. 

Shri J. A. Dave. 
Managing Director, 

l.. 

Food Corporation of India, .. 
Bahadurshah Zafar Marg, 
NEW DELHI. 

YOlll"S sincerely, 

Sd/-
(G. C.N. Chahal) 



APPENDIX XIV 
(Vide Reply of Government to Recommendation at Serial No. 65, 

Chapter III). 

PLANNING AND RESEARCH DIVISION 

Performance Review-1971-72 

Project Reports and Location Studies. 

1. Modern Rice Mill in Manipur:-A Project report for setting up 
of a 2/tonne per hour capacity modern rice mill at Imphal within 
the existing strong complex was finalised. We completed, this unit 
would be the first 2/tonne mill of the Corporation. Initially, raw rice 
would be produced. The total capital co . .;t is estimated at Rs. 8.00 
lakhs. Apart from increasing un-turn of rice from the present 62 
in bullers up 70, the mill would produce better quality rice. 

2. Proposal for providing Parboiling and Drying Facilities: -In 
view of the inadequate availability of parboiled rice, it was decided to 
install parboiling and drying facilities at five more mills, bringing 
the total number mills having parboiliJ:lg facilities to 21 out of the 
total 24 mills proposed in the first phase. The total capital cost for 
providing parboiling facilities is estimated to be Rs. 45 lakhs. These 
additional units would augment the supply of the perferred parboil-
ed rice to West Bengal and Kerala. 

3. Extruder Cooker: -Justification report for setting up of 4 ex-
truder cookers with UNDF assistance was finalised. The Govern-
ment has approved this proposal and the U. N . D. F . assistance is 
estimated to be 8 lakhs. It. is tentatively proposed to locate these 
four extruder cookers one each in Madhya Pradesh, Orissa, Kerala 
and A~sam. When completed, they would greatly aid the expansion 
of child fooding programme of the Department of Social Welfare. 

Location study or Soyabean Processing Plant. 

A comprehensive location feasibility report for Soyabean Plant, 
which is being set up with U.N.I.C.E.F. assistance was finalised. This 
processing plant, first of its kind in the country, estimated to cost 
'lbout Rs. 2.0 crores would be located at Faridaba']. 
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5. Second Phase of Rice Mills: -Having completed the location 
studies of the 20 mills in the first phase, study of the need, potential 
and feasibility of installing more modern mills in the second phase 
was initiated. 

Policy Notes and other Studies: -The following studies were com-
pleted:-

(i) abolition of single State zones; 

. (ii) pattern of buffer stock build up upto the end of Fourth 
Five Year Plan; 

(iii) financing of buffer stocks; 

(iv) Management of Chemicals inventory; 

(v) Velocity of stocks in Food Corporation of In,iid godowns; 

(vi) Sales strategy for the producers of the solvent extraction 
plant at Ujjain. 

Market J ntelligence. 

(1) Assessment of Kharif and Rabi crop prospects in important 
States. These assessments were done for the first time. 

(2) respects of procurement of millets in the tribals areas of 
Madhya Pradesh. 

(3) Monitoring of the open market sales data since January 
1972. 

(4) Weekly review of prices was done throughout the year. 

(5) Monthly Price Intelligence was submitted to the Board. 

(6) Notes on purchaselsale in respect of grams, pulses, etc. 



APPENDIX XV 

(Vide Reply of Government to Recommendation at Serial No. 65, 
Chapter III) 

PLANNING AND RESEARCH ACTIVITIES 

FOR THE YEAR 1970-71 

1. Project Reports, Location Studies and Special Reports 

1. The locations of 22 modern rice mills of 4 tonnes/hour capacity 
out of 24 modern rice mills were approved. 

2. The Board of Directors approved the take over of the 60 ton-
nes/day solvent extraction plant at Ujjain from Madhya Pradesh 
Government. 

3. Feasibility study for the setting up a dal mill for effecting 
supplies of dal to the Army Purchase Organisation and Defence 
Services was completed . 

. 4. Project report on the setting up of a rice bran oil extraction 
plant at Thanjavur to meet the .shortage of oil in the ..country was 
completed. 

5. Location study on setting up a dry maize milling plant of 30 
tonne/day capacity at Faridabad was finalised. 

6. Using the transportation model of liner programming techni-
que, the National Council of Applied Economic Research, New 
Delhi submitted the rabi movement plan for wheat and kharif move· 
ment plan for rice for the year 1970-71. The optimum plan obtained 
was for 6 million tonnes of wheat and 1.5 million tonnes of rice. 

7. A study On the economics of 4/2/1 tonnes modern rice mills 
was prepared. 

8. Preliminary Project report on setting up of a Soyabean Pro-
cessing Plant with the assistance of UNICEF was prepared. 

9. In collaboration with USAID, the reporting system of the Cor-
poration, titled 'Inventory Management and Reporting System and 
Reports of the Corporation' was reviewed. 
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II. Ad hoc Studies to Aid the Management 

1. Food Requirements for the year 197J...74. 

2. Trade Practices and Pattern of wheat movement in Punjab. 

3. Price trends of gram in Rajasthan, Punjab and Madhya Pra-
desh. 

4. Potential of groundnut for the Solvent Extraction Plant at 
Ujjain. 

5. Farmers' Profile survey in Punjab-a pilot study. 

6. Survey of the Delhi Depots. 

III. Policy Notes on Purchase and Sales Decis!ons 

Notes examining and reviewing the prospects of purchases and 
sales of gram, barley, masoor, tur, and mustard seeds were under-, 
taken. 

IV. Market Intelligence 

l. Weekly Price Reviews covering Jowar, Bajra, Maize, Barley, 
Gram, Urad, Moong and Oilseeds .were submitted. 

2. Monthly Price Reviews were prepared to. assist the Board 
of Directon for taking sales/purchase decisions. 



APPENDIX XVI 

(YO"" Reply 01 CJovt, to RoconuneDdation No, 5a in Chapter III) 

.sr.u-m ' ..... dMai/, of ~ C41t for 1967-6B to 1970-71 

RI./Quintal of Sales, 
---,._--- --- ---

1'rIIIsit and StoraP 101. 

Preiaht. 
Handlilll Godown operatiODI 

Administrative Overheads 

Godown Charaes 
fntereit Charges 

TOTAl, • 
---------- -_.-- ---

._---
1967-

68 

0'91 • 

1'5B 

0'40 

1'46 

0'45 

0'55 

5-35 

196B- 1969- 1970-
69 70 71 

1'94 1'73 ~'O:Z 

~'56 ~'B5 3'51 

0'52 0'52 0·67 

1'45 1,82 2'54 
1'01 1'03 J'21 

a'05 2'40 ;1'74 

9"3 10'35 13'69 

NOTI!:-Tbe COItiliven above are for the entire operatioDS incluc:IiDI the c:arryiDl co:!' 
for blUI'er, Tbe operatiJ1I COlt. for normal diatribution operatioDl and also th,' 
carr-yiDf costa of bUffer are _ under:-

-_._------

1967-611 
1968-69 
1969-70 

1970-71 

Normal distributioD 
operatioDi 

RI .,Quintal ofaala 

179 

5'35 
B-17 
B'69 
B-69 

CarryUJ, COlt of 
buft'er 

RI,/Oti, of avenae 
bu1I'et .toeb 

1'00 

14'50 
10'07 
r2'7~ 



APPENDIX ,XVII 

(Vide Para 5 of the Introduction) 

AnalYliis of action taken by Government on tbe RecommendatiolUl 
contained in the Twelfth Report of the Committee on Public Under· 
taking' (5th Lok Sabha). 

I Total number of recommend.ti0l2~ . 

n. Recommendations that have been accepted by the Governm~rtt'· (Vldt 
recommendations at S~rial Nos. 1,2,3,4,7.8, II, 12, 19,. :21, 22, 23,:, 
29,36,37,4°,41,48 and 49 ) 

Number 19 

Percentage to total 29.2:1% 
III. Recommendlltion~ which the Committee do 1101 desire to pursue in view 

of Government's replies (fJidB recommendations at SI. Nos. 6. 9, 10, 13, 
14, 15, 17, 18, 20. 24, 25, 28, 30, 31, 32, 33, 35,43,44,45,46,47. So, 52, 
54, 60, 62, 63, 64 and 65 • 

Nwnber 

PerceDtage to total 46.15% 
IV Recommendations in respect of which repl~ of Government have not 

been accepted by the Committee (vide rf'commenda1ions at S1. Nos, S, 
r6. 26, 27. 34. 38, 39.42,49.51.53 55, 56, 57, 58 and 61) 
NUJIlber . 16 
PercentaF 10 total 

ISo 
MGIPND-LS 11-267. LS-7·3·74-1325. 
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