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REPORT 

I. INTRODUCTION 

I, the Chairman of the Committee on Government Assurances, having 
been authorized by the Committee to present the Report on their bebalf, 
present this Second Report of the Committee. 

2. The Committee was constituted on the lst July, 1977. 

n. SI1TINGS OF THE COMMITTEE 

3. The Committee held two sittings on the 7th November, 1977. At 
these sittings, the Committee took oral evidence of the representatives of 
the Ministry of Chemicals and Fertilizers and Ministry of Agriculture and 
Irrigation in regard to the delay in implementation of three assurances: 

(1) Assurance given in reply to Un starred Question No. 1046 on 
the 21st November, 1972 regarding complaints against the 
Director-in-charge of Marketing, Fertilizer Corporation of 
India; 

(2) Assurance given during the course of supplementaries raised 
on Starred Question No. 307 on the 13th March, J973 re-
garding charges of corruption against the Managing Director 
and Director of Production, Fertilizer Corporation of India; 
and 

(3) Assurance given in reply to Unstarred Question No. 1463 on 
29th March, 1976 regarding auction of damaged seeds by 
National Seeds Corporation. 

4. At their sitting held on the Sth April. 1978, the Committee consi-
dered their draft Second Report and adopted the same. 

S. The Minutes of the aforesaid sittings of tbe Committee are appended 
10 and form part of this Report. 

6. Conclusions/observations of the Committee are contained in the 
lIucceeding chapters. 

7. The Committee wish to express their thanks to the Ministries of 
Chemicals and FertUizers and Agriculture and Irrigation and their officers 
for "'mishing informations and tendering evidence before the Committee. 

NEW DzLlll; 
April S, 1978 
Clznitra 15, 1900(SakQf 

YAGYA DA IT SHARMA, 
CluJimuJn. 

Committee on G(fVeI7fIfthII AmtrtmCe~. 



CHAPTER I 

(i) Delay In implementation of an assurance given ;n reply to Unstarred 
Question No. 1046 on the 21st Novemb", 1972 regarding complaints 
against the Director-in-Charge of Markel;nK, Fertilizer Corporation of 
India; and 

(ii) Delay in implementation of an assurance given during the course of 
supplementar;es raised on &arred Que.\·tion No. 307 on the 13th 
March, 1973 regarding charge., of corruption against the Managing 
Director and Director of Production, Fertilizer Corporation 0/ India. 

These assurances (Appendices I and II) along with other assurances 
pending on the diswJution of Fifth Lok Sabha were reviewed by the Com-
mittee <It their sitting held on thl! ,22nd August, 1977. The Committt'e vide 
"ara 3 (S1. Nos. 7 and 8) of the Minutes of the Sitting held on the nnd 
August, 1977 contained in the First Rcpon, Sixth Lok Sabha, pre!lented to 
the House on thc 22nd December, 1977, had inler alill observed as under: 

"The Committee agreed to grant extension upto the 30th September, 
1977 in both the cases. The Commi,ttee, however, observed 
that these assurances had been pending for a long time and 
such delays adversely affect not only the staff and officers in... 
volved but others also pending finalization of the cases. In 

such cases the investigations should be completed as quickly as 
possible and the resu'lts communicated to the House at the 
earliest opportunity." 

2. On 29-10-1977, the Ministry of Otemicals and Fertilizers in their 
written note furnished to the Committee, in regard to the delay in the imple-
mentation of above assuraoces, stat,ed:-

"In Oct(jber, 1972, the Director (Production and Marketing) of the 
Fertilizer Corporation of India devised a scheme for the liqui-
dation of outstandings from the fertilizer dealers amounting 

approximately to Rs. 15 lakhs. There were complaints about 
thia sc:b.eme and the matter was also raised in the Parliament. 

TIle. Board of Directors of the· FCI referred the ca!lc to the 
CoB.l:. Februacy, 1973. 

The fiDal' report of the C.B.l WII5 submitted in July t974 wherein 
thee.B.1. had recommended certain action!! against the con-
cerned officers ~ the Corporation who were ,involved in the 

traDlaCtions. The report of the CBT was examined in fhe 
Ministry and the report and the comments of the Ministry werL 
rererred to the C.V.C'. for advice in Al"ril 197~. On receipt 
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of the advice of the C.Y.C. in June 1975, the matter was fur-
ther examined in the Ministry and Secretary of the Ministry 
discussed it with the Central Vigilance Commissioner in 
September 1975. On the advice of the C.Y.C., the matter was 
referred to the Ministry of Law. This advice was received jn 
January 1976. After a further examination in the Ministry, 
the Minister of Chemicals and Fertilizers referred the matter 
for the advice of the Minister of Law in February 1976. The 
advice of the Minister of Law was received in July 1976. 

The i,ssues involved in this case were of a complex m,ture. Some 
of the legal aspects were not free from doubt. In view ot this 
position, thc Minister of Chemicals and Fertilizers placed the 
matter before the Prime Minister. No decision, however, 
could be taken till March 1977 when there was a change in 
Governm~t. After a carefUl consideration of the case, it was 
decided by the Minister of Chemicals and Fertilizers to obtain 
the advice of the new Minister of Law. After this advice was 
receive~ in July 1977, the matter was placed before the Prime 
Minister : "'ain in September, 1977. 

Government have now taken a decision in the matter and steps 
are being taken to fulfil the assurances." 

3. During evidence before the Committee on the 7th November, 1977, 
the Secretary, Ministry of Chcmicals and Fertilizers explaining to the Com-
mittee the broad reasons for the delay in implementing the assurances, 
stated: 

"Since this was a serious matter where the CBI recommended prO-
secution and evc said prosecution was not justified, the 
matter had to be carefully looked into. We received the 
advice of the Law Ministry in the month of January. 1976. 
Again the Minister was not happy with the recommendation 
of the Law Ministry. So, it went back to the Law Ministry 
in February, 1976 and the advice of the Law Minister came in 
July 1976. The Law Minister differed from his Ministry and 
he said again that the prosecution was justified. It became 
complicated. 

We had to go to the Home Ministry for sanction of the prosecu-
tion. The Home Minismy also felt that prosecution was not 
justified. So. it had to be re-examined. Whne this was going 
on the Government changed and again the whole thing bad 
to be done by the new Ministry. The present Law Minister 
finally elUlmined it thortnlJDfy and said that ire was In agree-
ment with the eve that prosecution was not ju!i:tified. but 
departmenta1 action must be taken. That is how we took so 
much of time. 
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Departmental proceedings have been instituted. So. a few days 
back the assurance had been fulfilled." 

4. The Committee pointed out to the representative of the Ministry 
that according to the facts furnished by the Ministry, the assurance was 
given in November, 1972. the case was referred to CBI in 1973 whose 
report was received in July, 1974. It was referred to the Central Vigilance 
Commission in April, 1975. Therefore. after receipt of the report from 
CBI, the Ministry took 9 months to decide to refer the report to Central 
Vigilance Commission. After receipt from CVC it was referred to Minis-
try of Law in 1976. In January, 1976, the comments of Law Ministry 
were received and again it was referred to Law Ministry. All this created 
a doubt as to whether there was any deliberate delay and whether the pro-
cessing and implementation of the assurances had been taken by the 
Ministry in a casual manner. The Committee had to be satisfied that there 
was no concealment of facts in this whole process. 

5. The Secretary, Ministry of Chemicals and Fertili7.ers replied: 
"I did not want to mention earlier, but I want to mention now 

that we have taken utmost care. The· final decision that we 
have taken is with the approval of the Prime Minister whe-
ther there has been 'Bny collusion on the part of the Ministry 
to save the officer. This angle was there. Therefore. this is a 
case which is not normally required to go to the Prime Minis-
ter. " 

6. As regards gap of 9 months between the receipt of Report from 
CBI and reference to CVC, the Secretary of the Ministry stated that the 
Ministry had to examine the case and also to consult the Law Minister. 

7. The Committee enquired as to why this process could not be 
done before tbe toceipt of the report from CBI, the Secretary replied: 

"Under the procedure before we can refer this case to the eve we 
have taken is with the approval of the Prime Minister whe-
in fact, consulted before we referred the matter to eve in 
April, 1975". 

8. Asked whetber the case was 81so referred to the then Prime 
M'mister, the witness stated: 

"No orders were passed. It was with her for three or four months. 
The file came back after the changes. Even earlier wilen the 
previous Law Minister said about prosecution. ~ince sanc-
tion of the Home Ministry was required, we went to tbe 
Home M'mistry. They did not agree that tbl, i, a case where 
prosecution is justified. 11Jen two ministries aareed to pJa"e 

.... the matter before Prime Minister. For 3 or 4 months it was 



with the Prime Minister. But, before anything could be done, 
the Government changed. Therefore. the file came back with-
out orders from P.M. Therefore. the new Government bad to 
examine it: It went to the Law MinistI1)'. They cODciulkd that 
prosecution was not justified. There was agreement of Law 
Ministry, Ministry of Petroleum, and also CVC. The Prime 
Minister has seen and finally agreed to the course of action 
suggested. A::tually these officers acted with enthusiasm but 
acted imprudently, there is no malafide intention, there is no 
intention to contravene any provision of law." 

9. The Committee pointed out that the function of the Committee 
was to watch the timely implementation of the assurances given <m the 
floor of the:: House. The Committee were of the view that justice delayed 
is justice denied. Therefore, the main issue inyolved was that when a 
Member a'Sked a question in the House and in reply to that the Govern-
ment promised to do certain thing, and if the implementation of that assur-
ance took years together then not only the whole nation and Government 
suffered !Nt as a result thereof the Government would. also get a bad name. 

10. Secretary of th~ Ministry admitted that the implementation of 
the assurance had taken a long time, and said it was difficult to justify a 
case like thffi but there were peculiar conditions. 

11. 1Jul CoQUnittee DO~ thaf tbe lSSUrBlJ(. given iJI November. 1972, 
~ould ~ fuJflIled In November. 1977. The Co....uttee regret that Govern-
ment had taken mQre than five yearJi to implement tile assu,raoces g4VG 
on the floor of t'he House. They feel such delays Dot only adversel~ a8'ect 
the st. aad offl.ee .. o..oIved hat otll. aIIo. the~ttee would like 
Go,... .... t to. de_ . slljtable pIIOd4ure for the ..... "" ,01· all· Miais .. 
trie~e .. ts so that su~h ~ases are processed speedily a.,d. finalised 
witJlout lollS. of time, 

12. In response to a Committee's query as to bQw this. C~;C was further 
processed after the cve had stated that the prosecution was not justified, 
the Secretnrvof the M"mistry explaining the background of the case stated: 

~ ,f I 

"1!hecc were· II officers. One xxx was there: he was more 
i'ellpoll'Siblt than the others. He walli Director'ID the F.C.1. 
'Phen thl!We',waa the Marketing Manager ~xu and Dy. Market-
ing ,MaJ188CIl' xu, Tho other eightlwere' jniCD" officers. The 
charge was that in devising the scheme they had contravened 
the Essential Commodities Act. It was felt that prosecution 
of the dealers will not succeed unless aU. these officers. were 
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also prosecuted. The Ministry made a recoaun~ndation tOl> 
the CVC and tbey agreed on that. xxx were placed on 
suspension. Suspension order was removed only when CBI 
stated tbat their investigations were completed. Our recom-
mendation went to evc. Since xxx was guilty of imprudent 
conduct, it was felt that he should not continue to be in 
charge of marketing. He was therefore, relieved of his 
marketing functions." 

13. The Committee enquired from the fepresentative of the Ministry 
to state in brief the charges made against those officer., tile Secretary, 
Ministry of Chemicals and Fertilizers stated : 

"Let meellplaiu briefly the transaction. A sum of Rs. 13 or 14 
lakbs was due from a number of dealers which had been 
pending realisation for a long time. Legal action was taken 
and they were found to be irrecoverable. It was looked 
into and it was felt that if we were to write off an amount of 
Ri. 13 or 14 lakhs as irrecoverable then a question might be 
asked as to how it happened etc. Though they were looking 
at the problem of recovering certain arrears somebody got a 
bright idea that the allocation of ammonium sulphate which 
was found to be in greater demand and which was another 
type of fertiliser. was gi\'en over aRd above the normal alloca-
tion due to them. 'fRat was based on the undel"lltanding 
that for each wagon of such ammonium sulphate that was 
given to them, a sum of Rs. 4.000 would be paid by them. 
This was over and above the amounts that were due from 
the dealers. The idea Wlijl th~( We w~e to <l;ollect the sums 
from the d~lers and credit the same agaiDst their arrea~ 
thereby the arrears wolll.d be. wiped out. This was how the 
sc~me was really tbou,w,t of. 

Now, if you add to the cast 01 ~ium sulphate (the price at 
which the F.C.L lold it to them) R'S. 4.000 pror.wd per bag 
of aqun,onium sulphate, it will brin. 1Jre priqo to a level 
greater th8jl1 the price at which it can \pc stUurorily sold. 
,How do YQU e.&poct hiJll to ~. lot thal ·price? F.e.!. were 
abetting 41 black ma,;ket uansactions. The ~aler would 
naturally ~ e][~ted. to sell above die controlled price. There-
We. ~Uing above the·.~Q&rolled price is a contravention of 
Eu~\i~ ComtllllditicsJ Apt.. And therefore. the officers 

,devised the, schewe WhWA w. aa abetJ8Cll.t of an offence 
~ ,be :Es~tial Co~ies·Act!" What. J am trying to 
say.. is this. H«e, they hIJd to pay a cer&ain s~ of money 

.,ip( the ammonium sulpbate ~ tOlUle. ~JlPO'O 20 tonnes 
were to be carried in a wagon. If you divide 4,000 by 20 
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26. The attention of the Committee was also invited to the reply ~
given to Lok Sabha Unstarred Question No. 4966 on the 27th July, I
1977 on the subject wherein it had been stated that the Government I
had not yet taken a final view in the matter.

27. III view of the reasons advanced by the Government, the
Committee agree to drop the assurance.

28. The Committee have considered the re9.sons advanced by the
Government for dropping of the assurance mentioned at Serial No.
(2), under para 23, above. The Minis-try of Agriculture and Irriga-
tion had represented in a note tv the Committee through the De-
partment of Par liamentary Affairs that the collection of information
in respect of this assurance was a lengthy process and time con-
suming. It was likely that 'States might take considerable time in
supplying the information. The Ministry had further represented
that Government had stated only ihe factual position as it obtained
then and had no intention to ,give dny assurance.

29. After considering the reasons advanced by the Government, the
Committee agree to drop the assurance.

30. The Committee have perused the reasons advanced by
the Government for dropping of the assurance mentioned at SerIal
No. (3), under para 23, above. The 'j[!nistry of Industry had ~ta'.:ed
in a note submitted to the Committee through the Department of
Parliamentary Affairs that the answer to part (c) of the question
given on the floor of the House was only by way of elucidation to
high-Iight the efforts being made by the Government and it was not
the intention of the Government to give an assurance. The Mll"istry
had further represented that Government was constantly reviewing
the price structure of different range of power tillers being -nann-
factured in the country. All-out eHorts were being made to loring
down the pr ices of power tillers. The Ministry had also stated that
recently Government in the Cer1;r~l Budget presented to Parliament
had proposed to exempt power tillers from the levy of general excise
duty of 1 per cent

31. Considering the reasons advanced by the Governmf:'nl. the
Committee agree to drop the as<;ur."ne~.
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V. POSITION OF PENDING ASSURANCES PERTAINING TO 
FOURTH, FIFTH AND SIXTH LOK SABHA 

32. A  statement showing the position of assurances pertaining to 
Fourth, Fifth and Sixth Lok Sabha pending implementation bv the 
Government as on the 24th August, 1977 is given at Appencix-II. 
The Committee would like the Ministries/Departments concerned to 
make earnest efforts to implement expeditiously all the assurances 
of Fourth and Fifth Lok Sabha which have been pending  ̂ for a 
considerable period of time. The Committee would also like to 
urge upon the Ministries/Departments concerned to make every 
endeavour to implement the pending assurances o f First and Second 
Sessions of Sixth Lok Sabha as early as possible.

N e w  D e l h i;

November 8, 1977.
*■ kartika 17, 1899 (Saka).

YAGYA DATT SHARMA,

Chairman, 
Committee on Government Assurances.



17. The Committee nole that the Director (Production and Market-
ing) of the Fertilizer Corporation of India devised the scheme for the 
liquidation of outstandings from the fertilizer dealers and before imple-
menting that scbeme took advice of the former Solicitor-General. Later on, 
bowner, it was fl!h that in devising the scheme Essential Commodities Act 
had been contravened and therefore a CBI enquiry was ordered. The 
investigations did not lead to the conclusion of 'die integrity being sus--
pected' of the concerned oRicers and the Law Ministry which was also 
consulted in the matter felt that 'Ix>n'afides of the officials are well proved 
because hefore they devised the scheme they took the lept advice'. The 
Committee was informed that the Director (Productioa and Marketing) and 
odler ofticers had acted imprudently. 

Ifi. 'llae Committee feel that the root cause of entire incident w_ 
perhaps due tb the absente of flnancl'" procedure or slackness on lae 
part of officers to adhere to thc laid down procedure, as credits to dealers 
were given without suitable bank guarantees. As stated by the Ministry's 
represehtatlve, Ote amOunt of Rs. 13-14 lakhs involVed in the irregular 
transactions over 8 period of three or four years may not be much as 
compared to the annual sale of Rs. 800 crores of the Corporation, but in 
the view of the Committee these facts do indicate that fIIere is some lacunae 
either in the financial procedure or in its implementation. They, therefore. 
suggest that a review of the entire financial system of the Fertilizer Corpo-
ration of India be undertaken with a view to remove lacunae, if any, and 
to strengthen the system. They hope strict compliance of the financial 
'procedure in such transactions will be stressed upon the concerned offi-
'cers. 

19. The Committee have been informed that information in fulfil-
ment of the two assurances have since been laid on the Table of the 
House on the 17th November, 1977. 



CHAPTER II 

(i) Delay in implementation of an assurance given in reply to Unstarred 
Queation No. 1463 on the 29th March 1976, "garding tlUCtion of 
damaged se~ds by National Seeds Corporation. 

20. The Committee had earlier reviewed this assurance in regard to 
the delay in implementation of the assurance given in reply to Unstarred 
Question No. 1463 on the 29th March, 1976 (Appendix III) regarding 
auction of damaged seeds by National Seeds Corporation along with other 
assurances pending on the dissolution of Fifth Lok Sabha at their sitting 
held on the 22nd August, 1977. The Committee vide para 3 (S1. No. 26) 
of the Minutes of the Sitting held on the 23rd August, 1977, contained in 
the First Report, Sixth Lok Sabha, presented to the House on the 22nd 
December, ] 977, had observed as under: 

"The Committee were informed that a request seeking further ex-
tension of time upto the 30th September, 1976 for the imple-

mentation of the assurances had been received fr~m the Minis-
try of Agriculture and Irrigation through the D.:!partment of 
Parliamentary Affairs (vide their U.O. dated the 23rd July. 
] 976). The period of extension was already over long ago. 
Yet, neither the assurance had been implemented nnr further 
extension of time requested for by the Government. The 
Committee were surprised to note that progress made in the 
matter of collection of the information had also not been com-

municated to the Committee. The Committee took serious 
note of this case and the lack of sense of urgency and import-
ance disclosed in the matter of implementation of this assur-
ance. They desired to know the reasons in detail for the delay 
in the implementation of the assurances, especially when the 
information sought related to a single central organisation." 

21. On 2-11-1977, the Ministry in their written note furnished to the 
Committee stated: 

"In order to fulfil the Assurance, the fonowing information was 
asked for by the Department of Agrlculture from the Natiooal 

Seeds Corporation:-
(i) the quantity of seeds condemned by the Corporation in the 

years 1972-73, 1973-74 and 1974-75; 
(ii) quantity of the condemned seeds sold during the three years 

in question, ycarwisc; 

9 
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(iii) realisation from the sale of the condemned seeds, yearwise; 
(iv) the book value (cost of production) of the above mention-

ed seeds; 
(v) cODsequent losses suffered by the Corporation yearwise. 

The Corporation intimated that while information regarding the 
quantity of seed condemned during three years and the cost of 
production thereof was available, they did Dot have the figures 
of the quantity of the condemned seeds auctioned during a 
particular year. Only the amount realised from the sale of 
the condemned seeds in a year was available but it could not 
be corelated to the quantity of seeds condemned during that 
particular year and it was not possible to give the exact amount 
of loss suffered by the Corporation on account of the sale of 
the ~eeds condemned during a particular year for the following 
reasons :-

(i) The Corporation did not maintain the figures of the quan-
tity of damaged seeds auctioned in a year at its headquarters 
office; 

(ii) only figures relating to the amount realised from the sale of 
the condemned goods disposed of in a year were available 
at the headquarters; 

(iii) The amount realised from the sale of the condemned seeds 
in a year could not be corelated to the value of seeds con-
demned by the Corporation during that year becau!'\e-

(a) the quantity auctioned in a year included the condemned seeds 
carried over from the previous year; 

(b) It was not possible to dispose of the seeds condemned in a 
particular year, within that particular year for a number of 
reasons, e.g., buyers may not be forthcoming at a particular 
time and the quantity involved may be so small that it does 
not attract buyers or the buyers do not purchase the entire 
quantity but only a part of it. Further, the Corporation also 
pointed out that the condemned seed is not stored in yearwise 
lots and it becomes very difficult to corelate the quantity of 
the damaged seed sold in a particular year to the cost of pro-
duction of the seeds condemned in that particular year. 

Since this was a very unsatisfactory position, and it was considered 
necessary to find out at least the quantity of seeds disposed 
of by the Corporation in a year and not merely the value 
realised by the ~ale of condemned seeds: the Corporation was 
again asked to furnish this information if necessary. by col1ect-
ing it from its Regional Offices, Sub-offices, Farms and Sub-
Units, 
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The Corporation intimated that the information asked for by the 

Department of Agriculture will have to be collected from the 
original accounts and vouchers maintained by the Regional 

Otlices, Sub-Officcs, etc., which would involve considerable 
time and efforts. As it was not possible to fulfil the Assur-
ance satisfactorily without this information, the Corporation 

was asked to collect the information from its RegionallSub-
Offices, Farms and Sub-Units. 

As there are more than 80 such Sub-offices and the information 
has to be collected from the Original records which involves 
going through a large number of vouchers and ledgers etc., 
the Corporation has not so far be~n able to furnish complete 
infonnation in tbis respect to the Department of Agriculture 
in spite of repeated reminders." 

22. The Committee took the evidence of the representatives of the 
M,~i.f:ry of Agriculture .and Irrigation in this connection on the 7th Nov.m-
&cr. . I'm7. . 

,,~ .~, 

23. At the out set the Ministry's representative during evidence, ell-
plainip~ position of the case stated: 

·"The National Seeds Corporation has about 80 sub-offices and 
some farms. If there is a proposal from any of these sub-
offices and fanns that a certain quantity of seeds has been 
damaged and its produotivity has decreased from its specified 
productivity and so it may be declared as condemned, W~ give 
them the permission to do so. Thereafter, by inviting t~nders 
there itself or by some other way the seed is disposed of. Its 
information is sent to the Regional Office. We have 9 Regio-
nal offices. The Regional Offices informed the Head Office 

about the value of the seeds thus disposed of. 
At that time the difficulty was that the quantity of the seeds dis-

posed of was not shown on the Balance Sheet as per the sys-
tem of accounts of National Seed!! Corporation. Instead, only 
the value of the seed disposed of was shown. It i'l not neces-
sary that the entire quantity of seeds declared as condemned 
in a year is disposed of during that year itself. Tf the prices 
are not found attractive, it is disposed of dl1rin~ the next year. 
The hon'ble Member wants to know the quantity and the value 
of the seeds disposed of and the los5 incurred in n particular 
year. In -'Order to fulfil the assurance given by thl! Deputy 
Minister the Headquarters of the Corp0ration ;nu<;t have the 
information as 1o. how much seed was disro~ecl "f. Tf there 
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is any loophole in the accounting system, it should be plugged. 
I am glad to infonn you that we have colleoted all the informa-
tion and we have prepared the answer also. The Minister is 

abroad at present. As soon as .he returns from there we will 
fulfil the assurance with his permission. I express my grati-
tude to the Hon'ble Member who had asked this question 

because it is due to his question that instructions have been 
issued to plug the loopholes in the system." 

24. The <;::Ommittee enquired whether the loss suffered wa~, in tenns 
of the value of the seed damaged, the Ministry's representative stated:-

• "The information asked for and the answer I am giving relate to 
the quantity of the damaged seed which was disposed of; its 
book value and the value actually received. But it does not 
mean that there was DO more dama,cd seed." " 

25. Asked what was the total quantity of the damaged seeds, and the', 
quantity out of tbat disposed of, ,the Joint Secretary of the' MinistrY 
statcd:-

• "The figures are available with us. There is some difficulty in 
tallying these figures. Supposing, wd say that 100 quintal 
seed has been declared as condemned in a year and next year 
50 quintal seeds has been declared as condemned. This en-
tire quantity of condemned seed will be stored at one place as 

there is no system of storing the condemned seed of different 
years separately. So, the entire quantity will be put to r.uction. 
Now supposing 125 quintal of seed was sold out and 25 

quintal remained unsold. This would be put to auction next 
time. So in the absence of proper account of all this it was 
difficult to give the infonnation year-wise regardiag tlte quan-
tity of seed, condemned and the quantity disposed rf. So we 
asked them to furnish information about the total c;uantity of 
seeds, its book-value, the value actually received and the loss 
incurred. " 

26. Asked what was originally the quantity of seed!; and how much 
was disposed of out of it, the Ministry's representative stated that figures 
right from 1963 onwards would have to be collected. 

27. The Committee drew the attention of :the representative of the 
Ministry to the answer given by the Minister to the' ~uestion wherein he 
bad stated that seeds movement was being organised on scientific Jines in 
order to reduce transit period, observed that the Seeds Corporation had 

---------_. ----------------
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been functioning for the last more than 10 years but it had not been able 

Ifo estimate the period after which the utility of the seeds was lost. There-
fore, it could not be found out up to what period the productivity remain-
ed intact. 

28. The Committee further pointed out that it had been stated in the 
reply that no estimate of total quantity released and quantity disposed of 
was prepared in ,the headquarters, but the data was maintained in regional 
offices, farms or in sub-offices. As the data was not maintained by the 
headq\larters, they would not be able to maintain their supreme manage-
~al position. Secondly, if the data regarding the quantity allocated for 
sale and the quantity damaged was not available, there would be no basis 
to calculate profit and loss. The reply given reflected the state of mis-
management. In reply, the Joint Secretary of the Ministry stated:-

·"The first point is that the Corporation, on the basis of its past 
experience, should have formulated some rules of thumb as 
to how movement and storage would be done so that loss could 
'be minimised. The Corporation started functioning on a very 
sman basis. Subsequently, it was felt that India is 8 very bis "40 

country and the agro-climatic situation here is very diverse. 
Seeds are produced in Vijaywada in ~th and are sent to 
Bihar for use. They are ttransported by train. Sometimes due 
to dislocation of train service the seeds do not reach in time 
and sometimes they get damaged by rains. As a matter of 
principle it should be safe to send the seeds in sealed wagons 
but in actual practice it was found that this method is not 
apropriate. For example, it costs Rs. 12 per quintal to send 
the seeds by train. Although it costs Rs. 30 to Rs. 32 per 
quintal to send the seeds by road, but tbe seeds sent by road 
reach their destination safely and more quickly and the farmers 
get them in time also." 

29. As regards the record of figures of damaged seeds etc., the witness 
·stated:-

·"All this should be available with the Accountant of Head Office. 
1 had gone through their Balance Sheet. They are maintain-
'inlZ all statistics properly. There is a Head of account caned 
Miscellaneous Income under which the sale proceeds of auc-
tioned seeds and other misceIlaneous items are kept. Under 
the MisceIlaneous Head the amount of sale proceeds was 
shown, but the quantity was not indicated. that W8!1 the only 
omission. Now they have agreed to mention the quantity al!1O ____ ~______ _-1--__ , ___ _ 

-original in H'mdi. 
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in future. The quantity of seeds condemned and that of auc-
tioned should be indicated separately every year so that it 
could be examined if the balance works out correctly or not, so 
that there is no pilferage of seeds." 

30. With regard to loss suITe red by the Corporation the witness stated: 

·"While calculating cost a margin of 2 per cent los~ for self-pollina-
ted crops and 4 per cent loss in case of hybrid-cross-pollinatcd 

crops is kept. I wanted to know whether the losses ranged 
between 2 to 4 per cent or not. From the figures shown to me 

it appears that the losses have been less than 2 per cent. In 
1972-73 the seeds worth Rs. 654 lills were sold and the lou 
incurred was 1.11 per cent. And the next year seeds worth-

as. 780 lakhs were sold and the loss was reduced to (US ~~ 
cent"! only. After that seeds worth Rs. 1403 lakhs were sold:: 
and the loss in'eurred .. S 0.85 per cent. Thus the overall lou-

has been within the llmit$. Even then our effort should be to' 
keep the loss at minimum." 

31. Iq rep~ to a '1uery that the percentage of loss might have been 
, less, bQt the amount of loss could be more, the witness stated: 

• .... ·you are aware that .the paddy seed has been selling at about 
Rs. 150 per quintal, Jute seeds at Rs. 700 per quintal. Millet 
seeds at about Rs. 400 per quintal and hybrid maize seeds at 
Rs. 300 to Rs. 400 per quintal. If the quantity remains the-
same but the quality differs then it must affect the price. It 
is also not necessary that the seeds sold are of that very year, 
they may be of the last year. Though it is difficult to relate 
the production to a particular year, but it certainly helps us to 
find out the book value of the seeds sold and the r<mount of 
loss incurred in a particular year." 

32. In response to the Committee's query that when the accounts in 
9 regional offices were audited whether there was no such obJection from 
the audit that this particular requirement was not being fulfilled in the ac-
counts, the Financial Controller, National Secds Corporation, informed the. 
Committee:-

."The local audit party checks the entries relating to quantity. 
They also reconcile the amount· of value realised. If they find 
any discrepancy therein they would certainly bring it to our 
notice. 

The Balance Sheet is prepared in accordance with the Schedule 
of the Indian Companies Act, and the auditors make their 

. ----.. -~.-- .. ---.-.. ----t"------- --..... -- _. -
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,comments as to whether it has been prepared in accordance 
with it or not. According to that it is not necessary to show 
quantity in the Balance Sheet, but the value is required to be 
shown. So the question of their making any comments re-
garding the quantity does not arise. If the correct quantity is 
not shown in the stock-account, they would certainly bring it 
to our notice and we would investigate into it." 

',The Joint Secretary of the Ministry elucidating the point further stated: 
·"You would be pleased to know ,that it was one such Corporation 

whose accounts are quite uptodate. Its audit is conducted 
according to prescribed time-schedule. The ac.::ounts are 
audited by two-media. On the one hand it is conducted by the 
aU,ditor posted by c.&A.G. who audits every item according to 
rules and regulations. Then audit is also conducted by the 

,staff of A.G. office deputed there by C&AG and they go to any 
:regional office they desire and e<)tlduct atl4it. We do not ap-
prove the Balance-sheet merely on the basis of the auditor's 
report. But when the C&AG forwards the reJ)Ort with lhe 
remarks that they approve the Auditots' reMtts in toro or 

with some modification, we place it before the Board of 
Directors or the General Body." 

'33. In a written note furnished to the Committee abou,t ,the accounting 
~.yst~ that existed in the National Seeds Corporation, theM,U1istry of 
.Agriculture stated: 

"The National Seeds Corporation is, no doubt, an independent 
autonomous public sector undertaking, which has its own ac-
counting system, nevertheless it has been pointed out to them 
that the 'information regarding the actual quantitir,s of con-
demned seed sold in a particular year shbUld be readily avail-
able at its headquarters, In fact, the accounting system must 
'havebuiIt-in provisions to ensure the regular flow of such in-
'formation. To tbe extent that such information is not forth-
coming, or solicited by the headquarters of the Corporation, 
it must 'be conceded that a basic Raw exists in the accounting 
system itself, as no attempt at performance oriented budgeting 
can "be ma(le on the basis of itifonrilltion which only gins the 
sale proceeds realised and not the quantums Involved. The 
Corporation have been addressed in lhis regard by the Depart-
ment of AgricUlture and advised to rtmove this rteficiency." 

34. The Committee drew the attention of the representative of the 
'Ministry to para 8 of the Ministry's nOle dated 2-11 -1977 (quoted in 
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para 33 above) wherein it had been stated that "it must be conceded that 
a basic flaw existed in the accounting system itself', and asked whether the. 
Financial Controller thought it proper that there should be a particular 
procedure for a particular type of account, the Financial Controller stated: 

·"What you have stated is correct. We should also keep accounts 
of the quantity. We have also tried to maintain such an ac-
count but we have not been able to be fully successful in it 
due to the reasons stated by Mr. Sodhi that the seeds condemn-
ed in a particular year are sold in some other year. Small 
quantities of condemned seeds lie at different depots and frODi. 

there they are collected and stocked at some other places and 
disposed of. At the regional level every effort is made to have· 
a control over it and care is taken to see that there is no bung-
ling in the stock, although this stock is not shown in the 
Balance Sheet and only its value is indicated. 

The other point which you have asked is about the Audit com-
ments. In this regard it maybe submitted that there could 
be comments as to why it was condemned, was it in excc~s or 
in less quantity etc. B\lt to my knowledge there is no such 
information that some quantity of seeds was found missing or 
there was any shortage." 

3S. When the Committee pointed out that the Ministry had informed 
that the account of quantity Was not maintained as there was no column 
for it in the forms and asked whether the form had been changed now 
and necessary provision made for it. the Financial Controller stated: 

"'''There is no such provision in the old ·form but arrangements 
have been made to keep its account separately. A separate 
statement of quantity would be prepared and sent to us. In 
future a complete account of this quantity would be main-
tained in the Head Office. 

We would not be able to change the whole accounting system. 
There is no provision to show quantity in the form but we 
would be able to make that information availab1e." 

36. The Committee are surpril!!ed that the Nadonal Seeds Corporation 
did not maintain at its headqUluters the figures of the qUllntity of the 
condemned seeds auctioaed during a particular year aad the figures of the 
amonnt realised from the sale of the condemned seeds.in a year could not 
be correlated to. the qultRtity of seeds condemned durins= that ~ear. It was, 
therefore, not pIOssible for the Corporation to indicate the exact amount of 
loss suffered by it on account of the sale of seeds condemnoo during • 
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,.acutar year. lD IIICb dn.'QWI8fances lite COIIUIIiUee are at • .... to 
UIIderstud Iaow tile Corporation had been able to calculate comctly Ita 
unllll profit or loss. The Committee would Ike to empIIasile ia tbis 
CODDeCdon' tbat the retord of qwmtity aad value of seeds damaged/con-
deDllled ia a particular year and of the cIamatl:ed seeds sold dUl'iDc that period 
sbouId be kept separately ad this sbould be appropriately shown iD tile 
ADauaI Balaace Sheet so as to. give a correct picture of the position. 

37. TIle Committee are also COll8traiaed to note tbat the ftaw that 
emted in tile accOlllltiDa system of the Ol'pllisadon could not be detected 
....... the Ioaa period of e:dsteace of the Corporation aad it came to upe 
0DIy wIleD Goyenuaeat bad to coDed infOl'llUldon for fuIftIIl.ag aD UIUrIDCe 
at .. by the MiDlster of Agriculture and Irriptlon on the ftoor or the Ho .... 
Dey bope that the procedure now adopted will meet the Deeds of a co .. 
• erdaI UDderfakiag, Uke National Seeds Corporation, and all essential 
data wiU ia fuhlle be available for scrutiny and iDfo,naation of concerned 
aatIIorities. 

38. When the Committee enquired whether the seeds were condemned 
for seeds purposes only which meant that they had lost their productivity, 
or it also meant that they got rotten by rains and had become unfit for 
human consumption, the Joint S~retary of the Ministry clarified .the posi-
tion as under: 

."We declare the seed condemned on number of grounds. Firstly. 
when the seed losses its productivity, secondly, when the seed 
becomes obsolete and there is no demand for it. For example. 
suppose previously Hybird variety] was in demand, then 
comes variety No. 2 followed by variety No. 3 and then an 
absolutely new variety comes in the market. This makes 
the previous variety obsolete and there is no demand left for 
tbose varieties in the market, and hence the seed is declared 
condemned. Thirdly there is' a possibility that the seed 
losses i.ts productivity because of its. remaining unused for n 
long period. Even if it contains its productivity it fails to 
sprout a stronger or viable plant. This is on these grounds 
that the seeds arc declared condemned. . 

Seeondlly, ordinarily the seeds are treated with poison which render 
them unsafe for human consumption. The seed is washed 
and wamin~ to that effect issued in the newspapers that the 
seed in qu;stion is not meant for human c()nsumption and 
t:ould be used only for starch making. The seed treated 
with drugs I~es the effect of those drugs after a period o( 
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" 
ihr'ee or four years and after that it can be used as poultry 
feed. I may tell you that when we auction the seed, the 
successful bidder has to give a certificate to the effect that he 
has been informed that the grain has been treated with poison 
and as such is unfit for human consumption. Thus there are 
certain set rules which are observed in matters of such seeds 
and ordinarily there is no question of such seeds being used 
for human consumption." 

39, When further asked whether it was possible tha~ such seeclmipt 
.~ sold to the ordina~ foodgrain dealers, the Managing birector, National 
ficd CorPoration, stated: 

·"We are Dot doing this and we tty ttOt to len thett1 to the IIhall 
trader!. Wh~ agenU from ~cb factOrles purthbe this 
seed, It &comes dHBcutt to keep 1\ track over the seed atId to 
find out where the same has been taken. But it rtitialH* bttt 
effort to lee that such seed is Dot released for human 
consumption," 

40. To a question, whether private traders act . the damagea seeds 
Puted in connivance with the dealing officials and what arTmigement had 
been made to see that such things did not take place, the Joint Secretary 
dl the Miftistty rep1led: 

·"You got the point. We came across such incident when the 
seed was supplied from" the State to another State, the 
certification authority there noticed that. during the actual usc 
of the seed by the farmers it was found that the seed did not 
possess the productivity which was declared to have been 
possessed by them. In this regard at the Central level we 
are contemplating to bring about some sort of modification in 
our Central Seed Act to provide for the removal of recognition 
of certification authority of a State in whose case our officials 
find that the Authority has been frequently certifying such 
seed which have not been of required quality. You must have 
seen that if a university, which is not empowered to confer 
MBHS degrees, does confer such degrees the pe1'lOns JIossessing 
these degrees are tH:It 8C(:epted U doctors. We are contemplat-
ing to bring about this sort df tnodification in our Jaw and we 
are ~ng to obtain our law department's opinion as to how 
this should be done. We are thinking 0J1 the lines that if 

. some certification agency is found to be frequently misrepre-
senting the quality of seeds in the certificate iS9Ued by it and 
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also its work is nOf fdund to be satisfactory, its recognition 
could be withdrawn." 

41. The Committee took notice of the statement made by the represen-
tative that the licence of the certitication authority would be canedJcd who 
would frequently misrepresent the quality of seeds. The Committee ob-
'iefved that no law provided for ignoring mistakes committl::d only once. 
If lome certification authority misrepresented the quality of seeds in its certi-
Dcate only once, it should not be allowed to go scot free. 

42. In reply to a query whether there. was some cell in the Central 
AgricUltural Department to test the desired productivity of seeds, the Joint 

"SeCretary of the Ministry state: 

·"In th~ Indian Nricultural Research Institute there is a seed 
Tecluiology Wing which handles this work.. It has a laboratoI1}' 
ada it is member of International Seed testina Organisation. 
In case of a dispute in respect of the prQCiuctivity of·· tbe seed 
between any two States or any two organisations tb& CIlIIC is 
rderred to the laid wing and this wing acts as a reference and 
settles the dispute after carrying out necessary tests." 

43. The Committee desired to know wbether in disputed matte:rs, 
1aboratory was the standardizing agency or there was any other functional 
cel1 at Ministry level which examined whether the seed damaged was really 
martced alii damaged or was declared to be so and whether there was any 
agency to see that only the quantity of the seed marked damaged was 
released and no seed was declared damaged unduLy. The Ministry's 
representative stated: 

."This is a very important question. My reply to the Hon'ble 
Chairman's earlier question related to technological aspect of 
the matter and in this respect technological wing finds out as 
to how the life of seed can be increased. It is possible that 
there is bungling and good seed is declared as damaged and 
auctioned. This matter will be looked into." 

44. The Committee then observed that this resulted in two way loss, 
on the one band seed was damaged and on the other hand needy farm~r8 
were deprived of good seeds. The 10int Secretary of the Ministr~., agreed 
to it. 

·Original in Hindi. 
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45. The Committee enquired whether the Ministry had any aaency te. 
keep watch over such affairs, the Managing Director, National Seeds Cor-
poration, stated: 

·"We have one Condemnation Committee. It has fix\!d some DOrma .. 
which are known to whole of the staff. When productivity of 
some particular seed is reduced, it is tested. As, in the case 
of wheat the productivity should be 85 per cent and after 
testing, if it is found to be 82 per cent the seed is not sold. 
Instead, it is put under another test, and suppose in second .. 
test also productivi~y is found to be less, the seed is subjected 
to the third test because some time wrong sample is received~ 
for the test and if there is some doubt, it has' to be removed. 
If the productivity is further lessened from 82 per cent to 75 
per cent it is put under third test and final decision is taken. 
Such like norms have been fixed. If in the very first test it 
is found that the productivity of the seed is 50 per cent, then· 
after the second test only the decision is arrived at. These are 
some of the norms which are appliedoefore allowing the seeds-
to be placed, in any parti<:ular category." 

46. The Committee pointed out that if the results were according to 
the norms fixed then it was alright; but if the results were abnormal, there 
must be something wrong in the matter. To keep a watch over such things, 
opening of a cell at the Central level should be considered and the Ministry 
should not depend only on the Condemnation Committee. The Managing 
Director replied; -

"We have seen from our experience that percentage remains normal. 
For eAample, in the case of wheat one percentage damage 
is considered normal. If the percentage is higher, then we 
think that there is some thing wrong. In case of foundation 
seed, this percentage has to be fixed on higher level, i.e. 5 per 
cent." 

47. In response to the observations of the Committee that there should' 
be some such arrangement that the seed kept in the godown were taken out 
within a specitied period or otherYlise it would be ,damage4. that the account 
of good damaged seed sho~1d be kept meticulously and a Senior Inspector or 
the organisation should .also be appointed. who should:, after a period of 
15 days or one month. go and check as to how much quantity was released, 
how much was returned. etc. the Joint Secretary of the Ministry stated: 

."Normall·, the seeds produced should be sold by, the next !;owing 
season. If it is not sold that means that' seed will have to be 
kept till the next ~ea~()n. That becomes a matter of concern. 
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Two days before a meeting of the Board was held and it was. 
intimated there ,that so many quintals of paddy seed could not 
be sold. I showed my concern and told them that consump-
tion of the paddy seeds in the ".'oootry is far less than the 
required extent and had the National Seeds Corporation tried 
with zeal and devotion, the whole quantity of the seed could 
have been sold. Now jf it has not been sold then they should 
think of adopting some special programmes so that the sale of 
the remaining quantity of the seed is ensured by the next 
season. In this way the Board considers over this aspect. 
Secondly, there is a quality control wing in the head quarters· 
of National Seeds Wing. It has its own staff and surprise 
checks of the godowns are made by them. Samples are takeD' 
by them for checking the quality. This staff also checks the 
quantity and the arrangements made regarding the storage and. 
submits its report. Though these members of the staff are not 
very senior officers but they report in detail and that report is 
seen by the Chief of Production, the Chief of Quality Control 
and the Managing Director. Ail these three officials put their 
signature on the report. This is one way of checking. 

You have rightly said thdt every godown should be checked by 
some officer and it should be found out whether there is any 
godown which has not been checked for the last three months. 
We send our quality control team there. This work. of Quality 
Control is being done for the last three or fOUr years, which 
is being given duc importance. I do agree with you tbat it 
deserved to be given due importance." 

48. The Committee hope that the MiDistry will ensure that the madliDery 
created or the procedure adepted for the eoadeBlD8tioa of seeds ia 8de-
fI1UIte and that tbe teeds are Dot declared cIaout&ed or coadeaaed without 
proper iD'festiptioD aDd eertifteatioa. TIley feel that the damatJed lieeds, 
aDd the !leeds coademDecl due to cleterkndeo in quality IIbeuId be stored 
separately 8ad the damaged seeds should be property .... W before they 
are sold or 8u('tioned. It must aIJo be eaIIII't!d that the !leeds lUItoed "unfit 
for laUIlUUl cOlKumptioft" are not sold by ascnqMIlous dealer. for _man 
consumption. 

The Committee l\ould also likt the Ministry IlItd lite Corporlltion to 
review tbe storage facilities ror seeds in the country Ilnd Nee that the 
seeds do not ~t damaged fill' ""ant of adequate and proper storage ladDty 
and loss~s on this Herount are minimised. 

49. 'nN Committee pointed out to the representative of the Ministl'lY 
that the assurances given on the floor of the House should be fulfilled 
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within the prescribed tim!! limit and if due to certain practical reasons it 
was not possible, the Ministry could ask for more time. Asked whethor 
any arrangements had been made to set up a cell in this regard in the 
Ministry, the Joint Secretary of the Ministry stated: 

""We have taken three steps in our Departments in this regard. 
After that incident we have tightened our Parliament Section. 

They not on~ apprise Divisional Heads of the position every 
month, but also submit a statement to the Secrctary showing 
the details of assurances made which are lying unfulfilled. 
Our Secretary holds a meeting of officers every month and a 
statement is placed before him showing the number of 
assurances tying unfulfilled in each division under a joint 
Secreta~ and also the period for which it is lying pending so 
that every assurance may be reviewed in the meeting. There 
is a practice in our Department that we hold an· internal 
meeting with our officer~ and review all ease~ before going to 
attend a meeting with the Secretary of Agriculture Depart-
ment. It makes OUI officers vigilant towards their duty as we 
have to explain OUI position in the meeting with the Secretary. 
I am fully amfident that with this arrangement, past mistakes 
will not be repeated." 

10. TleCoDlllJltee are ~ to DOte diat the Ministry of Arriculture 
.... Intption have taken adequatf steps to tiglltea their machinery for the 
1:Ime1y implementation of IlIlIurances Jiven on tile ftoor of the House. The 
Committee desire that the Miaistrv of Agricu.b.re and Irrillatioll as also 
·aD other Ministries/D~partments ~f GOl'emment of India ~hould ensure 
&Itt tile aaarances given on the ftoor of the HOUSe are imPlemented .... ithin 
.• dipnlated period of three mo6. If there is oy prllttical ahd 
· •• ahle Mculty in itit)tlemeittfl'lg aoy assurance, Ministries/DePl~ 
staoola ~adl the ConUnittee for eXtfDilon of laue aMna file 'etalhld 
"isoas for Itelay In die IlIrpkme.tation 0( dte I~. 

51. The Cbmmittee have been iDfurmed that Infbrmation in fulfilment 
.of ttlis llSSUfance bas since been laid on the Table of the House on the 
:22nd December, 1977. 

-------
-Original in Hindi. _ 



(ii) Position of Pending Assurances Pertaining to Fourth, Fitth and Sixth 
Lok Sabha 

52. A statement showing the position of assurances pertaining to 
Fourth, Fifth and Sixth Lok SUbha pending implementation by the 
Government as on the 24th February, 1978 is given at Appendix-IV. 

The Committee would like the MinistriesfDepartments concentCd to 
make earnest efforts to implemem expeditiously all the I18SUraDCes 01. 
Fourth aad Fifth Lok Sabba "hleh have been·pendine for. comiderable 
period 01 time. The Committee wPU141 ~ Uke to lII'Ie upon the MI ..... 
trIes/Departmeats conceraed to make concerted endeavour to bqpiement 
lie peadiag assurances of First tr 'I1Iird 8essbts or Sib.1b L& ........ 
emy as poulble. 

NEW DELm; 
A",.il 5, 1978 
Chaitra 15, i900 (Saka) 

YAGYA DA'IT SHARMA •. 
Chairmarl,_ 

Committee on Government A SJUrances. 
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WITNESS EXAMINED 

Shri S. Krishnaswami-Secretary, Ministry of Chemicals and 
Fertilizers. 

2. The Committee took evidence of the Secretary, Ministry of 
'Chemicals and Fertilizers in regard to the delay in the implementation of. 
" the following two assurances: 

(i) Assurance given in reply to VSO No. 1046 on the 21st 
November, 1972 regarding complaints against the Director-
in-charge of Marketing, Fertilizer Corporation of India; and 

(li) Assurance given to supplementaries on sQ. No. 307 on the 
] 3th March. 1973 regarding charges of corruption against the 
Managing Director and Director of Production, Fertilizer 

\Corporation of India. 
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3, At the outset, the Secretary, Ministry of Chemicals and Fertilizers 

'While explaining the reasons for delay in the implementation of the two 
..assurances stated: 

"Serious complaint had been received in 1973. It was . referred to 
the CBI. CBI gave the report in July, 1974. It was referred 
to under the procedure to the Central Vigilance Commission 
and their recommendation was received in June, 1975. There 
was a substantial change. The CBI recommended prosecution 
of the officer. The Central Vigilance Commission did not 
agree with the recommendation and they said it was not 
justified. 

Since this was a serious matter where the CBI recommended pro-
secution and evc said prosecution was not justified, the 
matter had to be carefully looked into. We received the 
advice of the Law Ministry in t~e month of January, 1976. 
Again the Minister was not happy with the recommendation 
of the Law Ministry. So, it went back to the Law MinIstry 
in February, 1976 and the advice of the Law Minister came 
in luly, 1976. The Law Minister differed from his Ministry 
and he said again that the prosecution was justified. 1t became 
complicated. 

'We had to go to the Home Ministry for sanction of the prosecu-
tion. The Home Ministry also felt that prosecution was not 
justified. So, it had to be re-examined. While this was going 
on the Government changed and again the whole thing had 
to be done by the new Ministry. The present Law Minister 
finally examined it thoroughly and said that he was in agree-
ment with the CVC that prosecution was not justified, but 
departmental action must be taken. That is how we took 

. so much of time. 

Departmental proceedings have been instituted. So, a few days 
back the assurance had been fulfilled." 

4. The Chairman observed that according to the facts furn!shed by 
'the Ministry, the assurance was given in November, 1972, the case was 
'l'eferred to CBI in 1973 whose report was received in July. 1974. It was 
referred to the Central Vigilance Commission in April, 1975. Therefore, 
after receipt of the report from CBI, the Ministry took 9 months to 
decide to refer the report to Central Vigilance Commission. After receipt 
from evc it was referred to Ministry of Law in 1976. In January, 1976. 
"the comments of Law Ministry were received and again it was referred to 
Law Ministry. All this created a doubt as to whether there was any 
-deliberate delay and whether the processing and implementation of the 
:assurances had been taken by the Ministry in a casual manner. The 
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Committee had to be satisfied that there was no concealment of facts m' 
this whole process. 

5. The Secretary, Ministry of Chemicals and Fertilizers, replied: 
"1 did not want to mention earlier, but I want to mention now 

that we have taken utmost care. The final decision that we 
have taken is with the approval of the Prime Minister whether 
there has been any collusion on the part of the Ministry to 
save the officer. This angle was there. Therefore, this is 
a case whIch is not normally required to go to the Prime 
Minister. " 

6. As regards gap of 9 months between the receipt of Report from' 
CBI and reference to eve, the SeCretary stated that the Ministry bad: 
to examine the case and also to consult the Law Minister. 

7. Asked as to why this process could not be done befo,~e the receipt-
of the report from CDf, the Secretary replied: 

"Under the proced\lre bc:fore we can rc:W Jbis, case lp the eve' 
we havc got to consglt the Law Ministry. rho Law Ministry' 
was, in fact, consuhed before we referrod the maUt:r to eve 
in ~pril, 1975." 

8. To a question, whether the case was also referred to the thcn 
Prime Minister, the Secretary, Ministry of Chemicals and Fertilizers stated 
~ follows: 

"No orders were passed. It was with her for three or four months.-
The file came back after the changes. Even earlier when the' 
previous Law Minister said about prosecution, since sanction 
of the Home Ministry was required, we went to the Home 

Ministry. They did not agree that this is a caSe where pro-
secution is justified. Then two ministries agreed to place-
the matter before prime Minister. For 3 or 4 months it 

was with the Prime Minister. But, before anything could be 
done, the Government changed. Therefore, the files came 
back without orders from P.M. Therefore, the new Govern-
ment had to examine it. It went to the Law Ministry. They 
concluded that prosecution was not justified. There was 
agreement of Law Ministry, Ministry of Petroleum, and also' 
eve. The Prime Minister bas seen and finally agreed to the-
course of action suggested. Actually these officers acted with 
enthusiasm but acted imprudently, there is no molafide inten-
,tion, there is no intention to contravene any provision of the 
law." 

9. The Chai~an pointed OlJt that the function of, the Committee ~,~ 
t9 watch the tirpe\y implel1lent,~ti0!1 pf. t}1e ll;ss~rar~es ~.ye~ ~n. ~be ~~~~ 



of the House. The Committee were of the view that justice delayed is 
justice denied. Therefore, the main issue involved was that when a 
Member asked a question in the House and in repl')' to that the Govern-
ment promised to do certain thing, and if, the implementation of that 
assurance took years together then not on:y the whole nation and Govern-
ment suffer but as a result thereof the Government would also get a bad 
name. 

10. The Secretary, Ministry of Chemicals and Fertilizers admitted 
that the implementation of the assurance had taken a long time and it 
wu d.ifticult to· justify a case like this but there were peculiar conditions. 

11. When the Committee enquired as to how this case was further 
~ocessed after the evc had stated that the prosecution was not justified. 
explaining the eotke background of the case, the Secretary, Ministry of 
Chemicals and Fertilizers, stated: . 

''there wefe 11 officers. One·"'· was there; he was more 
responsible than the others. He was Director in the F.C.I. 
Then there was the Marketing Manager • • • ... and Dy. 
Marketing Manager ... • •. The other eight were junior 
officers. The charge was that in devising the scheme they 
had contravened the Essential Commodities Act. It was felt 
that prosecution of the dealers will not succeed unless all 
these officers were also prosecuted. The Ministry made a 
recommendation to the CVC and they agreed on that 
... • • ... ... were placed on suspension. Suspension order was 
removed only when CBI stated that their investigations were 
completed. Our recommedation went to eve. Since"''''''' 
was guilty of imprudent conduct, it was felt that he should 
Dot continue to be in charge of marketing. He was, therefore, 
relieved of his marketing functions. 

The suspension orders were removed as the CBr felt that it was 
no longer necessary to put officers under suspension when 
the enquiries had been completed. The Central Vigilance 
Commission took the view that while they broadly agreed with 
our recommendations from the Ministry side, on the legal 
aspect of it, they said that the officers responsible ... ... ... ... • 
were the prime movers in the transactions and so the minor 
penalty on them would onIl)' mean a censure which would not 
~e adequate and that a major penalty must be givea to them. 

This might lead to their removal from service. shall we say, or 
reduction in rank or stoppage of further promotion. These 
were the major penalties that came under the category. This 
was the recommendation that came from the eve saying 
tltat we would agree with the recommendations of the Law 



Ministry and that the administrative ministry's view for their 
prosecution was not justified. They perhaps thought that to 
give a minor penalty to the officers would be a very lenient 
punishment and therefore, they wanted that a major punish-
ment should be inflicted on them. Of the eight, two had only 
carried out the instructions given to them although they 
changed the instructions given to them by which a certain 
sum of money was to be collected for making the allocation 
of fertilizers of 4,000 wagons. The clear instructions were 
that they must collect the money either by cbeque or by a 
draft. It was an open transaction with the FCl. But, the two of 
the officers changed the instructions, collected that in cash and 
kept it with them unnecessarily until an enquiry was started 
against them; they had failed to cred.it the money and they 
were held guilty of temporaI1Y misappropriation. 

Therefore, it was felt that they should be awarded a major penalty 
while tlie other officers may be excused. And no action 
could be taken against ,them. In relation to that we discussed 
the matter further and the Ministry's opinion was also com-
municated to the eve. But, in the light of a very categorical 
opinion recorded by the present Law Minister the eve 
changed its earlier recommendation and concurred that except 
for the two officers who were found guilty of temporary 
misappropriation, the officers like ... ... ... ... ... may be given 
minor penalty. They agreed with our earlier recommenda-
tion. 

When the matter was placed before the Prime Minister, it was 
felt that in case we were going to hold enquiry, it would only 
mean pre-judging an issue whether it should be a major or 
minor penalty that should be awarded to these officers. It 
was felt that this should be left to the Commissioner for the 
Departmental Enquiry to decide what penalty is required; be 
is empowered to decide whether for all these five officera. 
departmental action could be taken against or not. It is that 
action which has now been initiated." 

12. Asked to state in brief the charges made against those officers, 
the Secretary. Ministry of Chemicals and Fertilizers stated: 

"Let me explain briefly the transaction. A sum of Rs. 13 or 14 
lakhs was due from a number of dealers which had been 
pending realisation for a long time. I..egal action was taken 
and they were found to be irrecoverable. It was looked into 
and it was felt that if we were to write oft an amount of Rs. 13 
or 14 lakhs as irrecoverable 1hen a question might be asked 
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as to how it happened etc. Though they were looking at the 

problem of recovering certain arrears, somebody got a bright 
idea that the allocation of ammonium sulphate which was 
found to be in greater demand and which was another type of 

fertiliser, was given over and above the normal allocation due 
to them. That was based on the understanding that for each 
wagon of such ammonium sulphate that was given to them. 
a sum of Rs 4,000 would be paid by them. This was over 
and abOve tbe amounts tbat were due from the dealers. Tho 
idea was that we were to collect the sums from the dealers 
and credit the same against their arrears thereby the arrears 
would be wiped out. This was how the scheme was really 
thought of. 

Now if you add to the cost of ammonium sulphate, (the price 
at which the F.C.I. sold i,t to them) Rs. 4,000 prorated per 
bag of ammonium sulphate, it will bring the price to a level 
greater than the price at which it can be statutorily sold. 
How do you expect him to sell at that price? F.e.!. were 
abetting in black market transactions. The dealer would 
natura))y be expected to sell above the controlled price. 
Therefore, selling above the controlled price is a contravention 
of Essential Commodities Act. And therefore, the officers 
devised the scheme which was an abetment of an offence uoder 
the Essential Commodities Act. What I am trying to say is 
this. Here, they had to pay a cer,tain sum of money for the 
ammonium sulphate per tonne. Suppose 20 tonnes were to 
be carried in a wagon. If you divide, 4,000 by 20 it gives 
a figure of 200. So, if you add to the price of the FCI this 
Rs. 200 per tonoe, then the cost is higher than the price at 
which he can sell. 

that is statutorily controlled. Now if somebody were to buy at a 
higher price, he is not going to sell it at a lower price and 
incur loss thereby. You are devising a transaction under 
which the fertilisers will be sold at the controlled price. You 
devised a scheme in which you only abetted him in the 
commutment of an offence. This was the charged made. 
they had no evidence that in doing this, • • • • • *' • • or 
aoybody else had taken money. The investigation did not 
lead to the conclusion of the integrity being suspected. There 
was nothing in evidence to show that there was corruption. 
This was just for clearing the arrears due from the dealers 
but this was shown as a transaction. They could not get any 
evidence that the dealers had sold it at a higher price. ThingI 
tbat were sold according to the official receipts were shown 
only as havins heeD sold at the correct price. It is natural. 
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the CBI said, that whenever anybody sells a controlled com-
modity, he will give an official receipt for the amount which 
he would have received. Even if he had received a large 
amount you cannot expect to get that in evidence. Thiswas 
that the CHI said that we cannot get evidence. A view could 
only be taken about the mis-conduct that this could have 
been sold at a higher price. This was the substance of the 
Charge. It was on that basis that even the CDl said that they 
must be prosecuted. 

I will come to the intermediate stages. FinalJty, what the present 
Law Minister said was this. Fortunately, when they had 
devised the scheme, whether this will 'be logal or not, the FCI 
took tbe advice of the former Solicitor General, Mr. Daphtary 
well befOl~ ~e transaction was dODe. Mr. Daphtary said 
~llt this wOlIld be a perfectly .~~ tranSl(:tipD. This was 
What it really c4UDe .,to. So, it wItS ~1 as ifdlcy thought ~ 
it later. .The.y b¢ take the advice 0( the former Solicitor 
Geaeral, t,fr. Daphtary. He said . that it was fl legal transac;-
tion. It is important to Dote as to what he said. All that he 
said was about Rs. 13 lakhs which really meaDt 7,000 tonnes 
of fertilisers. The FC{ that year sold something like 20 lakhs 
tonnes. When they sold 20 lakhs tonnes in a year this parti-
cular transaction concerned the sale of only 7,000 tonnes of 
fertilisers for Rs. 13 lakbs. There comes a good relationship 
between a dealer and that particular undertaking. When pCI 
had come in trouble, that is not unusual for a dealer to come 
to the aid of that undertaking. In terms of talking of sufala 
and the fertilisers-it is not connected with the transaction-
it is a fact that sufala cannot be sold without the ammonium 
sulphate. By giving ammonium sulphate, they were enabled 
to sell sufala taking the total transaction into account." 

13. In response to Committee's query about the recommendation made 
by the present Law Minister, tile Secretary, Ministry of Chemicals and 
Fertilisers stated as follows: 

"He has completely endorsed the view given by Mr. Daphtary 
which was in the middle of 1972, that is, before the transac-
tion was done. In fact, he said that the bona fides 0( the 
officers are well proved because before they devised the scheme 
they took the legal advice. His view is that even earlier the 
prosecution would have failed." 

14. Asked whether the case was referred to the an only after receipt 
of the notice of a question, ,the Secretary, Ministry of Chemicals and 
Fertilisers stated that the matter had already been referred to CBI by the. 
Board of Directors before the notice was receive4. 
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15. When asked how the loss of Rs. 13 to 14 la.lchs occurred, the 

Secretary, Ministry of Chemicals, state: 
"The loss is that certain credits were given to the dealers. They 

have to take the fertilisers. This loss is over a period of five 
to six years before 1962. Suitable bank guarantees were not 
taken. Th-ere was a failure to take adequate steps as a result 
of which these amounts became irrecoverable." 

16. Asked whether it would be correct to say that money which 
defaulted by 'A' was sought to be recovered from 'B', the Secretar, 
replied in the affirmative. . 

17. The Committee pointed out ,that the Ministry migb,t not be having 
any guarantee but could they not pursue if their accounts were correct. 
The Secretary of the Ministry thereupon stated: 

"They were all in the courts. It waa all irrecoverable. I have a 
feeling that the arrears must have been a larger sum than 
indicated. All possible legal methods have been adopted." 

18. The Committee pointed out that at tllat time ,there was slackness 
'in the administration and public was made to suffer for the inefficiency 
of administration. Agreeing to this "as general stMemenf', the Secretary 
:stated: 

"I really wanted to put it in proper perspective aftd I should point 
out, I am speaking from memory, that in a corporation which 
sells in a year something like 800 crores, an amount of 13 
lakhs over a period of three or four years became irrecoverable 
and it is not such a substantial amount. I would have gone 
to the board and asked them to write off this amount. Such 
things happen in normal commercial transactions. I am quite 
sure that ,the Board would have asked exactly the same 
questions that you are now asking; what are the failures in 
procedures and have adequate steps been taken such as bank 
guarantee, credential verification, etc.? No malafides had been 
found; no lack of integrity has been proved; at the same time 
we could not condone it. That is why we have taken the 
view that departmental action is justified. Instead of dealing 
with a simple matter in a simple way, they unnecessarily 
complicated it." 

19. -The Committee asked whether the Ministry were considering to 
-set up a cell to co-ordinate the work relating to assurances and ,to ensure 
'their iI1)plementation in time. The Secretary, Ministry of Chemicals and 
'Fertilizers, replied that every month all the cases where assurances 
-remained to be fulfilled were put to him and revie*ed by him. 

(The witness then withdrew). 
The Committee then adjourned. 
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2. The Committee took evidence of the representatives of the Minis-
try of Agriculture in regard to the delay in the implementation of the-
assurance given in reply to Unstarred question No. 1463 on the 29th 
March, 1976 regarding :1uction of damaged seeds by National Seeds Cor-
poration. 

32 



33 

3. At the outset, the Committee asked the Joint Secretary, MiDistry 
of Agriculture and Irrigation, to acquaint the Committee with the informa-
tion he had: The witness explained the position as foUows:-

·"The National Seeds Corporation has about 80 sub-offices and 
some farms. If there is a proposal from any of these sub-
offices and farms that a certain quantity of seeds has been 
damaged and its productivity has decreased from its specified 
productivity and so it may be declared as condemned, we give 
them the permission to do so. Thereafter, by inviting tender, 
there itself or by some other way the seed is disposed of. It, 
information is sent to the Regional Office. We have 9 Regio-
nal Offices. The Regional Offices inform the Head Office 
about the value of the seeds thus diSposed of. 

At that time the difficulty was that the quantity of the seeds dis-
posed of was not shown on the Balance Sheet as per the sys-
tem of accounts of National Seeds Corporation. Instead, only 
the value of the seed disposed of was shown. It is not neces-
sary that the entire quantity of seeds declared as condemned 
in a year is disposed of during that year itself. If the prices 
are not found attractive, it is disposed of during the next year. 
The hon'ble Member wants to know the quantity and the value 
of the seeds disposed of and the loss incurred in a particular 
year. In order to fulfil the assurance given by the Deputy 

Minister the Headquarters of the Corporation must have the 
information as to how much ~eed was disposed of. If there is 
any loophole in the accounting system, it should be plugged. 
I am glad to inform yOU that we have collected all the informa-
tion and we have prepared the answer also. The Minister is 
abroad at present. As soon as he returns from there we will 
fulfil the assurance with his permission. 'express my grati-
tude to the Hon'ble Member who had asked this question be-
cause it is due to his question that instructions have been issued 
to plug the loopholes in the system." 

4. The Chairman referred to the factual note furnished by the Ministry 
and asked for clarification on the point "the Corporation in turn has in-
formed the Department of Agriculture that it is making special efforts to 
collect this information and would provide it to the D~partment. The 
Joint Secretary of the Ministry stated:-

.'" had written that some time back. Now the information has 
been collected and I have the answer rcady with me." 

·Original in Hindi. 
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5. In reply to Committee's query whether the loss suffered was in 
terms of the value of the seed damaged, the Ministry's representative 
stated:- . 

·"The information asked for and the answer I am giving relate to 
the quantity of the damaged seed which was disposed of; its 
book value and the value actually received. But it does not 
mean that there was no more damaged seed." 

6. Asked what was the total quantity of the damaged seeds and the 
quanti~y out of that disposed of, the Joint Secretary of the Ministry 
stated:-

·"The figures are available with us. There is some difficulty in 
tallying these figures. Supposing, we say that 1 00 quintal seed 
has been declared as condemned in a year and next year 50 
quintal seeds has been declared as condemned. This entire 
quantity of condemned seed wUl be stored at one place as 
there 18 no system of storing the condemned seed of different 
years separately. So the entire quantity will be put to auction. 
Now supposing 125 quintal of seed was sold out and 2S 
quintal remained unsold. This would be put to auction next 
time. So in the absence of proper account of all this it was 
difficult to give the information ~ar-wise regarding the quantity 

of seed condemned and the quantity disposed of. So we asked 
them to furnish information about the total quantity of seeds, 

its book-value, the value actually received and the loss in-
cured." 

7. Asked what was originally the quantity of seeds and how much was 
disposed of out of it, the Ministry's representative stated that figures right 
from 1963 onwards would have to be collected. 

8. The Chairman drawing the attention to the answer s:ven by the 
Minister to the question wherein he had stated that seeds 1l0vement was 
being organised on scientific lines in order to reduce transit ~riod, observ-
ed that the Seeds Corporation had been functioning for the last more than 
10 years but it had not been able to estimate the period after which the 
utility of the seeds was lost. Therefore, it could not be found out Upto 
what period the productivity remained intact. 

The Chairman further observed that it had been stated in the reply 
that no estimate of total quantity released and quantity disposed of wa~ 
prepared in the headquarters, but the data was maintained in regional 
offices, farms or in sub-offices. As the data was nor maintained by the 
headquarters. they would not be able to maintain their supreme managerial 
------- ---------- - ---- ----------------------------

*Original in Hindi. 
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position. Secondly, if the data regarding the quantity allocated for sale 
and 'the quantity damaged was not avaHable there would be no basis to 

. calcUlate profit and loss. The reply given ' reflected the state of mis-
management. In reply, the Joint Secretary of the Ministry stated:-

·"The first poim is that the Corporation, on the basis of its past 
experience, should have formulated some rules of thumb as to 
how movement and storage would be done so that loss could 
be minimised. The Corporation started functioning on a very 
small basis. Subsequently it was felt that India is .. vc:ry big 
country and the Agro-climatic situation here is very diverse. 
Seeds are produced in Vijaywada in South and are sent to 
Bihar for use. They are transported by train. Sometimes 
duo to dislocation of train service the seeds do not reach in 

time and sometimes they get damaged by trains. As a maller 
of priciple'it should be safe to send the seeds in sealed wagons 
but in actual practice it was found that this method is not ap-
propriate. For example, it costs Rs. 12 per quintal to send 
the seeds by train. Although it costs Rs. 30 to Rs. 32 per 

quintal to send the seeds by road, but the seeds sent by road 
reach their destination safely and more quickly 3nd the farmers 
get them in time a]so. " 

9, As regards the record of figures of damaged seeds etc. the witness 
-stated:-

·"All this should be available with the Accountant of Head Office. 
I had gone through their Balance Sheet. They are maintain-
ing all statistics properly. There is a Head of account .::al1t"d 
Miscellaneous Income under which the sale proceeds of 
auctioned seeds and other miscellaneous items are kept. 
Under the Miscellaneou~ Head the amount of sale proceeds 
was shown, but the quantity was not indicated, that was the 
only ommission. Now they have agreed to mention the 
quantity also in future. The quantity of secus condemned 
and that of auctioned should be indicated separatel.y every 
year so that it could be examined if the balance works out 
correctly or not, so that there is no pilferage of seeds." 

to. With regard to Joss suffered by the Corporation, the Ioint Secretary 
.. or ibe Mjnistry stated:-

."WhiJe calculating cost a margin of 2 percent toss for self-
pollinated crops and 4 percent loss in case of hyhrid-cross-
poJ1inated crops is kept. J wanted to know whether the 
losses ranged between 2 to 4 percent or not. From the 
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figures shown to me it appears that the losses have been lea-
than 2 percent. In 1972-73 the seeds worth Rs. 654 lakbl 
were sold and the loss incurred was 1.11 percent. And the 
next ~ear seeds worth Rs. 780 lakbs were sold and the loy,.. 
was reduced to 0.18 percent only. After that seeds wo1'f.h. 
Rs. 1403 lakb were sold and the loss incurred was 0.85 
percent. Thus the o\erall loss has been within the limits. 
Even then our effort fhould be to keep the loss at minimum." 

11. In reply to a query that the percentage of loss might have been.. 
less, but the amount of loss could be more, the witness stated:-

*" x x x x x x You are aware that the paddy seed has been selling. 
at about Rs. 150/- per quintal, Jute seeds at Rs. 700/- per 
quintal, Millet seeds at about Rs. 400/- per quintal and. 
hybrid maize seeds at Rs. 300/- to Rs. 400/- per quintal. If 
the quantity remains the same but the quality differs then it 
must affect the price. It is also not necessary that the 
seeds sold are of that verry year, they may be of the last year. 
Though it is difficult to relate the production to a particular 
year, but it certainly helps us to find out the book "alue of 
the seeds sold and the amount of loss incurred in a particular 
lYear." 

12. TIle Committee enquired when the accounts in 9 Regional Offices 
were audited whether there was no such objection from the audit that this 
particular requirement was not being fulfilled in the accounts, the Financial 
Controller, National Seeds Corporation, replied:-

"'''The local audit party checks the entries relating to quantity .. 
They also reconcile the amount of value realised. If they find 
any discrepancy therein they would certainly bring it to our 
notice. 

The Balance Sheet is prepared in accordance with the Schedule of 
the Indian Companies Act, and the auditors make their com-
ments as to whether it has been prepared in accordance with 
it or not. A~ording to that it is not necessary to show 
quantity in the Balance Sheet, but the value is required to 
be shown. So the question of their making any comments 
regarding the quantity does not arise. If the correct quantity 
is not shown in the stock-account, they WOllJd certainly bring 
il to our notice and we would investigate into it." 
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The Joint Secretary of the Ministry elucidating the point furtbe~ 

atated:-
*"You would be pleased to know that it was one such Corporation 

whose accounts are quite upto-date. Its audit is conducted. 
according to prescribed time-schedule. The accounts are 
audited by two-media. On the one hand it is conducted by 
the auditor posted by C&A.G. who audits every item accor-
ding to rules and regulations. Then audit is also condU'Cted' 
by the staft of A.G. office deputed there by C&A.G. and they 
go to Illl!Y regiona1 office they desire and conduct audit. We 
do Dot approve the Balance sheet merely on the basis of the 
auditor's report. But when the c&A.G. forwards tbe 
report with the remarks that they approve the Auditor's 
reports in tOtOI or with some modification, we place it befo~ 
the Board of Directors or the General Body." 

13. The Chairmaa pointing out to para 8 of the Ministry's note where-
in It had been stated that "it mu~t be conceded that a basic flaw existed in 
accounting system itself", observed that it appeared very strange that an 
administrative officer pointed out the flaw, but the Accounts Officer never 
noted this. When asked whether the Financia1 Controller though it proper 
that these should be a particular procedure for a particular type of 
account, the Financial Controller stated:-

·"What you have stated is correct, We should also keep accounts 
of the quantity. We have also tried to maintain such an 
account but we have not been able to be fully successful in 
it due to the reason stated by Mr. Sodhi that the seeds con-
demned in a particular year are sold in some other year. 
Small quantities of condemned seeds lie at different depots 
and from there they are collected and stocked at some other 
places and dispOSed of. At the regionaJ level every effert 
is made to have a control over it and care is taken to see 
that there is no bungling in the stock, although this stock is 
not shown in the Balance-sheet and only its value is indicated. 

The other point which you have asked is about the Audit comments. 
In this regard it may be submitted that th~re could be comments 
as to why it was condemned, was it in excess or in less 
quantity etc. But to my knowledge there is no such infor-
mation that some quantity of seeds was found mis~ing or 
there was any shortage." 

14. When the Committee pointed out that the Ministry had informed 
that the account of quantity was not maintained as there was no column 
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,for it in the forms and asked whether the form had been cbanged now and 
.Jiecessary provision made for it, the Financial Controller stated:-

"'''There is no such provision in the old form but arrangemo.:nts have 
been made to keep its account separately. A separate 
statement of quantity would be prepared and sent to us. In 
future, a complete account of this quantity would be main-
tained in the Head Office. 

We would not be able to change the whole accounting system. 
There is no provision to show quantity in the form but we 
would be able to make that information available." 

15. When the Committee anquired whether the seeds were condemned 
:-for seeds purposes on~ which meant that they had lost their productivity, 
.or it also meant that they got rotten by rains and had become unfit for 
.human consumption, the Joint Secrotary of the Minislry clarified tbe posi-
,tion as under:-

"'''w. declare the seed condemned on nu.mber of grounds. Firstly, 
when the seed loses its productivity, secondly, when tbe seed 
becomes obsolete and there is no demand for it. For ctxam-
pIe, suppose previously Hybrid variety 1 was in demand, tben 
comes variety No. 2 followed by variety No. 3 and then an 
absOlutely new variety comes in the market. This makes the 
previous variety obsolete and there is no demand left for those 
varieties in the market, and hence the seed is declared conde-
mned. Thirdly there is a possibility that the seed loses its 
productivity because of its remaining unused for a long period. 
Even if it contains its productivity it fails to sprout a stronger 
or viable plant. This is on these grounds that the seeds are 
declared condemned. 

Secondly ordinarily the seeds are treated with poison which render 
them unsafe for human consumption. The seed is washed 
and warning to that effect issued in the newspapers that the 
aGed in question is not meant for human consumption and 
could be used only fer starcb making. The seed treated with 
drugs loses the affect of those drugs after a period of three or 
four years and after that it can be used as poultry feed. I 
ma'i tell you that when We auction the seed. the successful 
bidder has to p:ive a certificate to the effect that he has been 
informed that the grain has been treated with poison and as 
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such is unfit for human consumption. Thus there are certain· 
set rules which are observed in matters of such seeds and 
ordinarily there is no question of such seeds being used for 
human consumption:' 

16. When further asked whether it was possible that such seed might 
be sold to the qrdinary foodgrain dealers, the Managing Director, National 
Seeds Corporation, stated: 

·''We are not dOing this and we try not to sell them to the small 
traders. When agents from starch factories purchase this 
seed, it becomes difficult to keep a track over the seed and 
to find out where the same has been taken. But it remains 
our effort to see that such seed is not released for human 
consumption." 

17. The Committee enquired from the representative wbether IUch : 
cases had happened where seed, supplied by one State to another State, had 
not been passed by the Seeds Corpot'lltion of another State saying that the 
seed was not of the correct standard or of good qualilly and loss occurred 
thereof, the Joint Secretary replied that such difficulty did occur. When 
enquired further as to who was reosponsible for this, he stated: 

·"National Seeds Corporation is responsible for this. With the 
passage of time ~he productivity of the seed goes on reducing. 
Temperature and humidity affect the seed to a great extent. 
Scienists are of the view that adverse conditions of temperature 
and humidity reduce the life of seed. A dry seed if put in a 
air conditioned room could possibll)' remain unaffected for 
years together but if it has to face the ordinary conditions of 
hot weather and rains. it ,would soon deteriorate and its pro-
ductivity would also be reduced. Seed has a life and it 
breathes like living beings and if it is not kept at the proper 
place in proper conditions, its productivitrr i~ affected advcrsdy. 
While the seed goes from one State to another State and ulti-
mately reaches the B.D.O. and if the V.L.W. under thc B.D.O. 
does not keep it at proper place in proper conditions and 
keeps it near a plllce ,,,,here wheat infected with weevil is kept, 
it would also be infected with weevil and would be damaged 
veny soon." . . .. ,---, 

18. To a question. whether private traders !!ot the ciamaged seed~ pas!'ed 
in connivance with the dealing officials and what arran~~ment had been 
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made to see that such things did not take place, the Joint SecretaIy of the 
Ministry replied: 

·"You got the point. We came across such incidenl. When the 
seed was suplied from one State to another State, the certi-
fication Authority tlJere noticed that during the actual use of 
the seed by the farmers it was found th':lt the seed did not 
possess the productivity which was declared to have been 
possessed by them. In this regard at the Central level we 
are contempluting to bring about some sort of modification in 
our Central Seed Act to provide fOl' the removal of recognition 
of certification authority of a State in whose case our officials 
find that the Authority ha~ been frequently certifying such 
seed which have not been of required Quality. You must 
have seen that if a university, which is not ~r.lpowered to 
confer MBBS degree~, does confer such de2l'ecs the persons 
possessing these degrees are not accepted as doctors. We are 
contemplating to bring about this sort of modification in our 
law and we are trying to obtain our law department's opinion 
as to how this should be done. We are thinking on the 
lines that if some certification agency is found to be frequently 
mi~representing the qu'Slity of seeds in the certificate issued 
by it and also its work is not found to be satisfactory. its 
recognition could be withdrawn." 

19. The Comittee took notice of the statement m::lde by the represen-
tative that the licence of the certification authority would be cancelled who 
would frequently misrepresent the quality of seed~, The Committee 
-observed that no law provided for ignoring mistakes committed only once. 
If some certification authority misrepre~ented the q1lality or seeds in its 
<:ertificate onl~ once, it should not be :lJlowed to go SeQl fre.:, 

20. Tn reply to a query whether there was som: cell in the Central 
Agricultural Department to test the desired productivity of seeds, the 
"Joint Secretary of the Ministry state: 

."In the Indian Agricultural Research Institute there is a seed 
Technology Wing which handles this work. It has a Iaba-
ratoroy and it is member of International Seed Te~ting Organi-
sation. In case of dispute in respect of the productivity 
of the seed between any two State or any two organisations 
the case is referred to the said wing and thii wing acts 3S a 
reference and settles the dispute after carTying out necessary 
test." 
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21. The Committee desired to kn~;w whether in disputed mlltters, 

.1woratllry was the standardizing agen;;y I}f there W:J.!> any other fUn<:tional 
.ceU at Ministry level which examined whether th!;' seed uamaged was 
rcally marked as damaged or was declared to be so and whether there was 
any agency to see that only the quantity 01 the seed marKed damaged was 
"l'cJeased and no seed was declared damaged unduly, -t hI! Ministry's re-
;pre.sentative stated: 

·"This is a very important question. My reply to the hUll'bie 
Cairman's earlier question related to tcchnological aspect of 
the matter and in this respect techno\cgicf.l wing finds out as 
to how the life of seed can be increased. It is possible that 
there is bungling and good seed is declared as damaged and 
auctioned. This matter will be looked into." 

The Colnmittee then observed that this resulted in two way loss, on 
'lie (.rJC hand seed was damaged and 011 Ihe other hand needy farmers 
... ere deprived of good seeds. The Joint Secretary of the Ministry agreed 
·to it. 

22. When Committee asked whether the Ministry had any agency to 
!keep watch over such affairs, the Man:1gi:lg Directr'" National Seeds 
<:OIporation, stated: 

."We have one Condemnation Committee. It has fixed some 
norms which arc known to wh'lle of th~ stall. When pro-
ductivity of some parti,.\llar 'I!<!d is redtced, it i:~ tested. As, 
in the case of wheat the produr:tivity ~h,)aid bl' 85 per cent 
and after testing it il is fllund to be X~ per :em the seed is 
not sold. Instt:ad. it is put \mder ane:'l.:~ It'S., ,lnd suppose 
in second test also productivity is founu iO be less, the seed 
is subjected to the third test because IOmu time wrong sam-
ple IS rcceived for the test and if there is some doubt, it has 
to be removed. If the productivity is further I lessened from 
82 per cent to 75 per cent it is put under third test and final 
decision is taken. Such like norms h.H'.! been fixed. If 
in the very first test it is found that the productivity of the 
seed is 50 per cent, then after the second test only the decision 
is arrived at. These are some of the norms which 1re applied 
before allowing the seeds to be pIar.:::!, ill any particular 
category. " 

23. The Chairman pointed out tha! if :he res1!lts wer.! accordin~ to 
''the norms fixed then it was alright; but if the result were abnormal, there 
oust be something wrong in the matter. To keep a watch over such 
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things, opening of a cell at the Central level should be considered and th~ 
Ministry should not depend only on the Condemnation Committee. The 
Manag;n~ Director replied: 

"We have seen from our experience that percentage remains nor-
mal. For example, in the case.of wheat one per cent 
damage is considered normal. If the percentage is higher .. 
then we think that there is something wrong. In case of 
foundation seed, this percentage has to be fixed on bigher 
level, i.e. 5 per cent." 

24. In response to the observations of the Committee that there should 
be some such arrangement that the seed kept in the godown were taken 
out within a specified period or otherwise it would be damaged, that the' 
account of good and damaged seeds should be kept meticulously and a 
Senior Jnspector of the organisation should also be appointed, who ahouIa,. 
after a period of 15 days or one month, go and c:i1eck as to bow mucb·· 
quaD.tity was released, how much was returned, etc. the Joint Secretary of 
the Ministry stated: . 

·"Normally the seeds produced should be sold by the »,ext s~g 
season. If it is not sold that means that seed will have to 
be kept till the next season. That becomes a matter of con-
cern. Two days before a meeting of the Board was held 
and it was intimated there that so many quintals of paddy 
seed could not be sold. I showed my concern and told them 
that consumption of the paddy seeds in the country is far 
less than the required extent and had the National Seeds Cor-
poration tried with zeal and devotion, the whole quantity of 
the seed could have been sold. Now if it has not been sold 
then they should think of adopting some special programmes 
so that the sale of the remaining quanity of the seed is en-
sured by the next season. In this way the Board considers 
over this aspect. Secondly, there is a quality control wing in 
the head quarters of National Seeds Wing. It has its own 
staff and surprise checks of the godowns are made by them. 
SampJes are taken by them for checking the quality. This 
staff also checks the quantity and the arrangements made' 
regarding the storage and. submits its report. Though these 
members of the staff are not very senior officers but they report 
in detail and that report is seen by the Chief of Production, 
the Chief of Quality Control and the Mnnaging Director. AU 
these three officials put their signature on the report. This is 
one way of checking. 
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You have rightly said that every 80down should be checked by 
some officer and it should be found out whether there is any 
godown which has not been checked for the last three months. 
We send our quality control team there. This work of Quality 
Control is being / dose for the last three or four years, which 
is being given due importance. I do agree with you that it 

, dtlel'VCll to be given due importance." 

25, The Committee pointed out that the assurances given on the floor 
of the House should be fulfilled within the prescribed time limit and if 
due to certain practical reasons it was not possible, the Ministry could 
ask for more time. Asked whether any arrangements had been made to 
set up /I cell in this regard in the Ministry, the Joint Secretary of the 
Ministry stated: 

"We have taken three steps in our Departments in this regard. 
After that incident we have tightened our ParUament Section. 

They not only apprise Divisional Heads of the position every 
mOllth, but also submit a statement to the Secretary showing 
the details of assurances made which are lying unfulfilled, 
OUr Secretary' holds a meeting of officers every month and 
a statement is placed before him showing the number of 
assurances lying unfufilled in each division under a Joint 
Secretary and also the period for which it is lying pending so 
that every assurance may be reviewed in the meeting. There 
is a practice in our Department that we hold an internal 
hleeting with our officers and review all cases before going 
to attend a meeting with the Secretary of Agriculture Depart-
ment. It makes our officers vigilant towards their duty as we 
have to explain our position in the meeting with the ~ 
tary. I am fully confident that with this arrangement past 
mistake will not be repeated." 

IThe witnesses then withdrew). 

T!u Committee t!un adjourned. 
---------- .. --------

·Original in Hindi. 

408 LS-4. '. e, 



MINUTES 

Seventh Sittblg 

The Committee sat on Wednesday, the 5th April, 197j from 15.00 
hours to 15.40 hours. 

PRESENT 

Shri Yagya Datt Sharma-Chairman 

MEMBEIlS 

2. Shri Ram Prasad Deshmukh 
3. Shri Chaudhary Motibhai 
4. Shri Saugata Roy 
5. Shri Mritunjay Prasad 

SECRETARIAT 

Sbri K. D. Cbatterjee-Chief E:xaminer Of Que.Jtions 
Sbri D. N. Gadhok-Senior Examiner of Quenions 

2. The Committee considered their draft Second Report and adopted 
the same. 

3. The Committee authorized the Chairman, and in his absence, 
Shri Mritunjay Prasad, M.P. to present the Report on Wednesday, the 19th 
April, 1978. 

The Committee then adjourned. 



APPENDIX I 

(Vide para 1 of the Report) 

LOK SABHA 

UNSTARRED QUESTION NO. 1046 ANSWERED ON 
21ST NOVEMBER, 1972 

Complabafl ..... the Dirfdor-iaooCbarae of Marte...... F.C.I. 

1046. SHRI R. P. YADA V: Will the Minister of PETROLEUM AND 
CHEMICALS be pleased to state: 

(a) whether Government have been receiving complaints against the 
Director:-.in-Charge of Marketing of the Fertilizer Corporation of India 
from Members of Parliament since August, 197 i; and 

(b) if so, the action taken by Government thereon? 

ANSWERS 

MINISTER OF LAW, JUSTICE AND PETROLEUM AND CHEMI-
CALS (SHRI H. R. GOKHALE): (a) and (b). Some allegations have 
been received in this regard and these are under examination. 

45 



Date at Reference 

Starred Qumion No. 307, dated 
13-3-1973-SuJ)Dlementary que.-
tiona by ShrrMohd. Jamulur-
rahaman. 

APPBNDJX D 

(VitI. para 1 of the Report) 

VB SESSION, 1m OF TIlE LOX. SABRA 
MINISTRY OF CHEMICALS AND FERTILIZERS 

Subject 

(a) whether it is a iact that there are serious charges of 
conuption against Managing Director of Fertilizer, 
Director of Production and inspite of this fact ODe of 
them has been appointed as Chairman; wbat is the 
progress !IO far by CDI which ~ looking into and the 
reuons for not taking action under 0.1. Rules; 

(b) stating that there have been re-appointment of 
Private Traders for distribution of fertiliur on the 
plea of unemployment among educated persons and 
asking whether it would be investigated that Dumber 
of persons given agencies on this plea wen: iDfil.. 
traton or those who influenced by way of currupt 
methods. 

Promise made 

<a> The Minister stated that allegations were under 
investigation. One of the complaints was that in 
Trombay there was suspense account of Rs. 20 Jakhs. 
One Joint Secretary deputed to investigate IqIOI1ed 
tbat there was actually 13 lakha deposited in suspense 
accoUnt. The matter was haoded to CBI which is 
in vestiga ling. 

(b) The Minister eaid, " .. The Hon'ble Manber re-
ferred to the agencies givm to unemployed educated 
perIOns and that there have been lIOIDe UIIfair deals. 
This will be looked into. I will particularly look 
into it." 

-., 
Q) 



AJ'UNOIX III 
(Vide para 20 of the Report) 

WI( SABRA 
UNSTARREP QUESTION NO. 1463 ANSWERED ON THE 29TH 

MARCH,1976 

AucdoD of ........ s.ds 
1463. KUMAR~ MANIBEN VALLABHBHAI PATEL: Will the 

Minister of AGRICULTURE AND IRRIGATION be pleased to state: 

(a) quality, quantity and value of the damaged seeds auctioned by 
the National Seeds Corporation during the last three years, yearwise and 
loss suffered by it each year as a result thereof; 

(b) reasons for which these seeds were damaged; and 
(c). effective measures proposed to be taken to avoid the recurrence 

thereof? 

ANSWER 
THE DEPUTY MINISTER IN THE MINISTRY OF AGRICULTURE 
AND IRRIGATION (SHRI PRABHUDAS PATEL) : (a)'to (c). Seeds got 
damaged on account of ageing and deterioration in transit and storage. 
Damaged seeds, seeds -which have become obsolescent and surplus if any are 
condemned and auctioned by the sub-units, farms and regional offices of the 
National Seeds Corporation from time to time. Information regarding 
the quantities and values of seeds auctioned and the consequent losses 
adcred by the sub-units, farms and regional offices of the Corporation dur-
ing the last 3 years is being collected and consolidated by the headquarter 
office of the National Seeds Corporation. The information will be placed 
on the Table of the Sabha as soon as it is received. 

It may not be possible to completely avoid condemnation of seeds as 
seeds may lose their germination due to factors beyond human control. 
However to reduce condemnation the following steps are being taken by 
the Corporation. 

(1) The production programme is taken up after careful asseu-
ment of the marketability. 

(2) Storage facilities are being improved. 
( 3) Seed movement is being organised on scientific lines in order 

to reduce transit period. 
( .. ) Marketing network is being strengthened. 

.7 
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(ViM para 5:l or the Report) 

S,."",ml sIIo.,-, 1M posilillfl qf tisstmJliees qf FfIIJ,tI. U SaliM /IS 011 ,''' l141h F,~. 1918 

Seventh Seuion, 1969 

Bishth Seaion, 1969 

No. of pending 
aaurancc pertai~ 
PounJle- Lok Saltha 

ICIa;ted by the 
Committee (5th 
lJ>k Sabba) for 
being punuecl 

further u on 113rd 
February, 1978 

., 

No. of .. urances 
outltandina 

, , 

NI 

f 

.57' pendina auurances were oriKinaI1y .elected by the Fj&J& Committee (1971-711) of 
FiNt 1M $ab. for beiDt punued funher • 

•• MIaiI&ry of Law. , I 

j I] 

,I, 



(ii). $,.",., I_illl tIN ~., til_ qf Fiftli 1M ~ til .. ,., 14" F.tt-), 1978 

----
No. or No. of No. of S __ 

aauraDCCI _cs 8IIUI'UICCI MinlNyDcprtmeft 
called out implementedl out· CODOerDed 

dropped .tanding 

Fint Scaion 1971 42 411 Nil 

Second Se.ion, 1971 • 107 1006 Miniatry of Law, J-
dee MId Compi.ny 
AtFain 

Tb1rd s-ion, 1971 347 Wi Miniltry of Labour 

Founh SaRon, 19711 831 831 Nil 

Fifth Seaalon, 1971 351 350 MiniltyofLabour 

Sixth SCJlion, 197!1 3gB 3gB Nil 

Seventh SeMioo, 1973 1147 1147 Nil 

Eighth Seaaion, 1973 4!16 4!16 Nil 

Ninth Seaaion, 1973 490 490 Nil 

Tenth SeBIon, 1974 865 86g 3 Miniatriea of Api. 
culture, Comm.7CC 
6; Civil luppliea UId 
F'lIItIIIce, 

Bleventh SaIion, 197. 3M 3611 Nil 

TweJI\h Seaion, 1974 562 559 3 Minilttiea of Educa. 
tion, FinllnCe, ID· 

formation 6; Bro.d· 
calting 

Thirteenth Seilloa, 1975 8gB 8gB Nil 

Fourteenth Seuion, 1975 Nil Nil Nil 

FifteeDth Se.ion, 1976 105 103 I Miniltriea of Home 
AlI'ain, Law, JUIIice 

6; Oompuly AfI'aira 

Sixteenth SaRon, 1976 191 28+ 8 Miniltriea of =. culture 6; I . 
rion, Commerce 
6; Civil S IieI AlFain,upp Home and 
Petroleum UId 
Chemicall 6; Ferti. 
liKn 

Seventeenth Sc.ion, 1976 • 115 III 3 MinilttiOil of AIri· 
culture 6; Iniptian, 
BducatioD, and ID· 
formation and Bro.d 

Bighteenth SaRon, 1976 Nil 
cutns UId Labour. 

7939 7gao 19 .. 



No. of No. of No. of 
~. ~uraDc:'" AIIuranc:ea 

Seaion called out implemented/ out-
dropped .. ItaDdinI 

Fint,Scaian. 19" 21 15 6 

Second Se.ion. 1977 497 998 I~ 

Third Se.ioa. 1977 377 6g soB 
TOTAL 8g5 422 479· 

• For Miniltry-wise detaill, please see next page. 
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