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lNTRODUCflON 

I, the Chairman of the Standing Committee on Food, Civil Supplies 
and Public Distribution {2001) having been authorised by the Committee 
to submit the Report on their behalf, present this Eleventh Report on 
Demands £oi' Grants (2001-2002) relating to the Mlnlstry of Consumer 
Affairs, Food and Pub& Distribution (Department of Food and Public 
Distribution). 

2. The Comniittee examined/ocrotiniz.ed the detailed Demands £oi' 
Grants (2001-2002) of the Ministry which were laid on the Table of the 
House on 19th Man:h, 2001. 

3. The Committee took evidence of the representativa of the 
Ministry of Consumer Affairs, Pood and Public Distribution 
(Department of Food and Public Distribution) on 29th and 30th Marclt, 

"'"· 
4. The Committee wish to e><preas their thanks to the Officen of 

the Ministry of Consumer Affalra, Food and Public Di•tril>ution 
{Department of Food and Publk Distribution) for placing before them. 
detailed written notes on the subject and for ftunishing the information 
lo the Committee, desired in connection with the examination of the 
subject. 

5. The Report was considered and adopted by the Committee at 
their sitting held on 17th April. 2001. 

6. For facility of reference and convenience, the Observations and 
Rerommeru:lati0ll$ of the Committee have been printed in truck type 
in the body of the Report. 

NEW DEun; 
18 April, 2001 
22 Cha1tro, 1923 (Saka) 

DEVENDRA PRASAD YADAV, 
Chaimum, 

Sblnding Commit/el' on Food, 
Civil Supplia ornd Public Distril>utiM. 

(•) 



PART I 

CHAF'TER t 

INTRODUCIORY 

The Departinent of Public Di•tribution is respon•ible for the 
formulation and implementation of national policies and programmes °" foodgrains relating to procurement, movement, sctmtlfic storage, 
distribution, import-export and buJfer stocks aimed at en•uing 
rrmunerative prices to the farmers and availability of foodgra.ins at 
reasonable prices to consumer especially to the vulnerable sections of 
the society. 1llli; Department is also responsible for development and 
regulation of the Sugar Indlllltry, formulation/adoption of a suitable 
programme aimed at ensuring adequate supply of sugar at reasonable 
pric~s, saiegwuding the interest of cane-growers, allocation of sugar 
for export and admini.tenng the Sugar Development Fund set up 
under the Sugar Development Fund Act, 1962. It also deals with policy 
matter relating to import of edible oils for the Public Distribution 
system (PDS) including allocation to various States/Uts. Management 
of edible oils economy including Vanaspati, vegetable Oils cakes etc. 
The Department also monitors aspects relating to the production, 
quality control, processing and distnbutiOJ\ of these items. 

1.2 The Department ;,, organised into 13 Divisions. It has two 
attached offices, namely: 

(i) Din>ctorate of Sugar; 

(ii) Directorate of Vanaspati, Vegetable Oils & Fats (VVO&:F); 

There are 28 Subordinate Offices, namely: 

(i) Th""' quality Control Cells located at New Delhi, Kolkata 
and Hyderabad. 

(ii} One Indian Grains Storage Management and Research 
lru;titute (IGMRI), Hapur (Uttar Pradesh) with 5 Sub-Stations 
at Hyderabad, Ludhiana, Jabalpur, /orhat and Udaipur; 
rnd 



' 
(iii) 17 Save Grains Compaign offices at Ahmedabad, Bangalore, 

Bhopal Kolkata, Bhubaneshwar, Chandigarh, Chennai, 
Ghariabad, Guwahati, Hyderabad, Jaipur, Luclcnow, Patna, 
Pune, Raipur, Thiruvananthapuram and Varanasi. 

(iv) Nattonal Sugar Institute, Kanpur; and 

(v) National Institute of sugarcane and Sugar Technology, ..... 
1-3 In addition, there are lhNe Public Sector Undertakings under 

the administrative control of the Department. namely: 

(i) Food Corporation of India (FCI); 

(ii) Central Warehousing <:otporation (CWq; and 

(iii) Hindustan V..g..table Oils Corporation ltd. (HVOC). 

1.4 Now this Deparbnenl has challatge to solve successfully the 
problem of •urplus stock of foodgrains lying in its various godoW11. 
At one hand the department has lo provide pmfilable value of produce 
of farmeni so that they are not f<>tted to distress sale, at another the 
Department has to dispose the foodgralns withirl time to targeted 
people. 
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1.8 Wt..n the Committee enquired as to what are the reason for 
less expenditure of Budget allocation,. SecoYtary (Food and Public Distribution) deposed before the Committee as under:-

"There were three main reasons for reduction in the outlay at the 
Revised Estimate Stage. One was reduction in outlay in respect of 
the National Institute of Sugar Tecluiology at Mau. We have already 
decided not lo go ahead with this project. So, there was a reduction 
of Rs. 4.65 crore in respect of the scheme relating to the Institute. 
Then, !here was a reduction of Rs. l crore Jn so far as the outlay 
for purchase of vans is concerned. In the Revised Estimate. we 
have provided for 30 lakh as against Rs. t.30 crore in the Budget 
Estimates. The C&AG has adversely commented upon the 
perfoitl"lllllC<! under this scheme and we have decided to scrap this 
scheme. The third reason for reduction in expenditure was 
construction of godowns by FCI. There is a saving of 
Rs. 5.57 crore on this accowtl. As against the Revised futtmate of 
Rs. 45.43 crore, the actual expenditure estimated is apprw:imatdy 
Rs. 40 crom. The main shorfall is in respect of construction of 
gocloWlUi fur PDS. The extent of shortfall is Rs. 4.SO crore. The 
C&AG has also adversely rommented on this scheme. We have 
decided to restrict this scheme lo the States in the North East, Hill 
States and lnland territories. That would be with effect from the 
Tenth Plan. Earlier, a view was taken in the Department that this 
Scheme should be trarufened to the States. But keeping: in \fleW 
the ob5"rvalion!i made by the C&AG, we have decided not to 
transfer this scheme now lo the States." 

1.9 Further the Ministry has ,,,_a_ppropriated Rs. 40 lakh from SGC/ 
QCC/IGMRI/CGAL for paymmt of ltdditional subsidy to FCI and 
ha• also provided Rs. 2499.00 lakh loan to HVOC from modernisation/ 
rehabilitation of sugar mills. In this con.lat when the Committee asked 
how Ministry have been able to save such amount while there is need 
to strengthen SGc;'./QCC/IGMRI/CGAL and also there is need of funds 
for modernisation/rehabilitation, the representatives of Ministry furnished as wtder:-

"This is re-appropriation proposed by our Ministry for re-
appropriating about Rs. 4(l lakh out of the S11vlng of the SGC quality Control Cell, IGMRL CGAL" 



The Mil'listry of Finance first inslsto that before w" tili up a supplementary grant, W" identify what th" savings are, re-appropriate the saving and take the suppJem('fltary grant for balance only for th" amount that is required over and above the saving. 

It is because the Parliament has already votOO a ~ amount and Instead of lapsing that amount, re-appropriate it and take supplementary grant for balance only. While taking it, we also indicate that we are also going to re-appropriate saving so that the Parl1ament comes to know of it. lhe total ttquirement by way of additional subsidy is Rs. 3775 '''"'re· So we went to the F~ Ministry for taking a supplementary Grant for Rs. 3774.00 crore. They said the l"'IMicing Rs. 40 Jakh we have to re-appropriate from our own savings. Thus Rs. 40 lakhs will be re-appropriated for the purpose of meeting the food subsidy requirements. We want Rs. 25.00 crore for HVOC. We have a saving of Rs. 50 crore. For modernisation of sugar mills. we made a budget provision of Rs. 200 crores. Al RE stage, it has been reduced to Rs. 150 "1'(lre because the n~ of applications are Jess. Even in cases where loan has been sanctioned, the sugar mills are taking a Uttle hme to rn.ate the serond charge on the mill because unless they create equitable mortgage for us, we will not release the amount. We are surrendering Rs. 50 crore. We require Rs. 25 crore for paying compensation to the employees of the Hindustan Vegetable Oils Corporation who ate opting for VRS. We are re-appropriating of Rs. 24.99 crure and we have taken a supplementary grant of Rs. t lakh to bring to the notice of the hon. House that we are re-appmpriating this amount from the saving of same Department. This taking of Ro. 1 lakh supplementary grant is only to bring to the notice of the House that we are diverting money from one Head to another Head. That is why we have lndkated hen-. It is because this Committee wanted to blow what is the amount we 
~re re-appropri>.ting it from out of the saving. As to why the savings have arisen Jn the ~ase of Save Gram Campaign, quality control, etc. of it. 



" 
Sir, ""ving from the Save Grain Campaign, quality control, and 

IGMRI are mostly on account of the saving from the office expenses 
TA etc., out of 589 po•ts, 73 posts have remained vacant. So, we 
have taken a decision not to fill up the po.ts. Regarding 
expenditure by CPWD, out of Rs. 169 lakh, we have provided 
Rs. 50 lakh al the beginning of the financial year. They have asou>ed 
us that the entire amount will be utilised during the current 
financial year." 

1.10 It hll5 been nolicl.'d that in most of the cases the Budget 
allocation could not be utilised due to slow progress by CPWD. 1n 
Indian Grain Storage Management and Research Institute (IGMRI) and 
its field otation, only Rs. 5 Lakh could be utilised out of 90 lakh 
during 1999-2000. During 2000-2001, too only Rs. 67 lakh rould be 
utilised out of Rs. 169 lakh. When the Committee during oral evidence 
asked about the kind of control over CPWD, the Secretary, Department 
of Food and Public Oi5tribution stated as under: 

u Accordingly to the General Financial Rules, all civil works of the 
Central Government other than the works of Railways and Defence 
Departments are required to be primarily executed through the 
CPWD only. If the CPWD gives No. Objection, then civil works 
can be entrusted to other organisations.. II is possible, but only if 
we get a No Objection from the CPWD. 

Review meetings are hekl. Periodical statements are received. If 
""<!uired, the matter can always be reported to the Ministry of 
Urban De\lelopznenl. That is also a Umb of the GO\temment." 

1.11 When the Committee enquired the reasons for non-execution 
of work and resporuiibility to be fixed for the same and esalation of 
cost, if any, the Ministry in the post e\lidence reply 9tated as 
under: 

N Agamst the budget provision of Rs. 90.00 lakh provided for the 
IGMRI during 1999-20IXJ, the CPWD, Bhopal could uliliae Rs. 5.00 
lakh only. During 2000-2001, out of a total budgetary provision of 
Rs. 169 lakhs for the IGMRL Rs. 50 Iakhs has been provided under 
the Head ~Major Works" for the construction of hostel buildings 
at the IGMRI, Jabalpur and Udaipur. After the receipt of the 



approval to the budget, the entire amount was placed al the 
disposal of the CPWD during June/July 2000. The dissatisfaction. of the Standing Committee towards the poor utilization of fund• by the CPWD was conveyed to the Director General (Wolko), CPWD by the Secretary (F&PD) during July, 2000 itself. The DOG of works, CPWO in turn, had conveyed the concern expresoed by the Standing Committee to its concerned Superintending Engineers and directed them to ensure full utilization of fund5, dllring 2000-2001. 

The offkero of this l?epartment have been pW'Suing the matter with the officers of the CPWD, from time to time. The DOG of works, CPWD dwing November 2000 had assured full utilisation of Rs. 50 lakh dllring 2000-2001. An officer from the Ministry was also deputed to the CPWD, Jaipur to review the progn.ss In respect of the IGMRJ, Udaipllr. Besides, the n.spective Officers-ln-0\arge 
have remained in constant touch with the Exerutive llitgineers/ Superintending Engineers of the CPWD to en•ure full llliliution of funds. In view of various steps taken by this Depa:rlment a.s explained above, the budgeted arno\llll is likely to be spent dllring 2000-2001. 

1.12 The Committee noM that Bud~ allocillion (2000-1001) cot1ld not be lltiiized fully. For Technical 9ludin and coruil•ltanciea, out of ailocaMd fund of Rs. 10 lakh, only 1 lakh could be utilised by 15.3.2001 which amounts to 10% only. Similarly for IGMRL out of allocated fund of Rs. 1.69 crores, only Rs. 67 lakh could be spent t111 15.3.2001, which i• only 39.64%. In the R..,,..a...,h and Development work also the percen~ utilisation of fund ls only 28.57%. Jn training, ............,h and monitoring, constructimi of godowns by FCI and under centrally sponsored ocheme in North E.osMrn Stat.... the percent.o.ge utilisation is 20%, 37.5% and 32.31% n!llpec:tively which is quite deplorable. Since spillover of 01ae scheme has its bearin(I on ;onother alongwith COlll escalation and discontinuatiruv'non·taking up of another new scheme, the Committee, therefore, ,...,ommend that all efforts should be made by the Government to uliliff the fund fuUy within the financial year and actual expenditure i~ during (2000-2001) be intimated to the Committee for all 118 plan and non-plan schemes. The Commiltee would al.so like to know the ~lep!i taken by the Govt. to utiliff the fund& earmarked under plan and non-plan ochemea in the BE for the year (2001-2002) in an even manner. 



t.13 The Committee note ih.o.t in """'Y cuea budget a.llncation muld not be 1,1tillzed due to alow progress by CPWD. For Indian Grain• ..toragc Management and Relear<:h lnBtitute (IGMRU only Rs. 5 laJth could be 1,1lilized out of Rs. 90 W.h dlllina 1999-2000. Also during l000..200L only 67 lakh co1,1Jd be utilized out of Rs. 169 lakh earmarked under the head. The Govt. ha.a informed the Committee that according to General Financial R1,1les, a.II civil works of Centra1 Govt. are noqllired to be ueculed through CPWD and if CPWD gives no objectiml, Civil worb can be entrusted to other Orgimi.s.ltions. The Committee are of the opinion th•I if monitoring would h.o.ve been lirenglltened by the Ministry, the delay in execution of work by CPWD co\lld h.o.ve been avoided. The Committee, therefore strongly rewmmend Iha.! noview meetings and monitoriitg be augmented adequately and ii no bnoakthrough i.o achieved, the work should be awarded to other organiulion• for it. mmpletion within the stipulated time. 



CH...,...U 

FOOD MANAGEMENT 

2.1 The overall production of foodsrain during 1999-2000 wu lOS.9 million lor>ne u apnst the production ~ of 203Ji4 <NW= tonnes during 1998-99. The Planning C<:ll!UlliAlan has eet !he target of foodgrainB production for 2000-2001 at 212.00 milliort lCJnnetl, But the same is lil<ely to be 199.00 milli<X'I ~ only prirnarlly on &ccOW\t of dJought conditions ~ in 71 dilltrids .u1d def:lciimt tainfall in some ..._., ~ bm.M.i aop-wise break up al production for 1999-2000 and <000-1001 is as under. 

Crop , ... ,.. --· .,, ... 
"" "·' "'' "·' 13.4 '2' 

2Cll.9 199.0 

""'' '"'-' 
104..0 ..., 

" 



Pmauement of Foodgraine 

2.2 FCI proclll"5 foodgrairul iL'I Central Fool din>ctly as well as 
through various agencies of the State Government. The Corporation is 
responsil>le lot handling movement, distribution and maintenanee of 
buffer stocl:s of foodgrains on behalf of the Central Government. 1he 
Corporation has purchased 129.89 lakh tonnes of wheat in 1999-2000 
and expects to purchase 127.91 lakh tonnes during the year 2000-2001. 
The likely purchase of wheat by the Corporaliori for the Central Pool 
is estimated at 112.00 lakh tonnes during 2001-2002. Similarly the. 
procurement of rice (including paddy in terms of rice) during 
1999-2000 was 150.22 lakh tonnes and likely purchase during 
2000-2001 is 163.76 lakh tonnes. The purchase of paddy and rice for 
the Central Pool by the Corporation is estimated at 148.00 lalch tonnes 
(in lenns ol rice) during 2001-2002. 

2.3 The major foodgrains in the country viz. wheal paddy and 
coarse grains ,,,., procured at Minimum Support Price (MSP) offered 
by the Government. The MsP for conunon and grade 'A' variety of 
paddy has been fuced al Rs. 510/- and Rs. 540/- per quinlal respectively 
for the 20()()..2001 Kharil Marketing SeasOll (October-September), the 
MSP for wheat was Rs. 580 per quintal during 2000-2001 Rabi 
Marketing Season (April-March). MSP of wheat Rabi Marketing season 
(2001-2002) has been fixed at Rs. 610. The price support operations for 
wheat and paddy are undertaken by the Food Corporation of India in 
associatiOll with State agen.:ies. 

2.4 Besides wheat and paddy, rice is also collected under a system 
of Levy from rice millers/dealers at the price armounced separately 
for each State. 
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" 
2.6 The details of paddy, wheat and rice procured during I999-200J and l(XX).2001 upto 19.3.2001 i• as \Ulder: 

(Fig. in W:h tonne.) Pnxurement 

Commodities 1m-2000 200).2001 
{Upto 19.3.2001) 

Paddy 91.90 114.07 

""" - 111.46 "·" Total Rice 17'7' 152.33 
Who" 141.43 1'3.5> 

2.7 State-wise procurement of looclgrains and coaniegralns upto 
28.2.2001 during Kharil Seu<m (:Z000.-2001) are as under. 

(Figures in tonnes) 

State/UT - )~M Bajra Mom. ... 
Andhr1 Prodesll - ""' ... .,. '""- ,..1, - 14100 

"""""""""' "' """""' 1 ... 1 "' 1 .. 1 "' Madhya Pndesh 122127 11" = 1"15 ......... 1 ... ... c• ""' - """ - "'"" - ""' """"""" '"" -""""' 1016910 

""""'"' ... - ""' -- 1--· -~ """ 1,,., - "' 
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Decentralised ~t 

2.10 The scheme of °'1centralized Procmement of fOOdgrai.N. was started in some states. Ul"l<:[er the scheme the states themselves pl"O<'Wll! and distribute food.grains undtt PDS. The subsidy is passed on directly to the State Government for thl!se operatioru. The Govt. of West Bengal conunenced '""""'trali2ed p~t of rice tor the first lime from iOlarif Marketir>g Seu<1<1 1997-98. ~ the States of Madhya Pradesh and Uttar Pradesh. co=ed pr<>curemffit of wheat from Rabi Marketing S....scm 1999-2000 under the Sctwrne. Government of UP has alao commenced dea:ntralized. pmi:ur..ment of paddy/rice !tom iOlarif Marketirtg Season 1999-2000. 

211 A provision of Rs. 300 cmres was made in B.E. 2000-2001 as subsidy to the States towards de<:entralized. pnX"Urament which has been revised to Rs. 613 "'°""' in R.E. 20\"K)..2001. 
Procure111ent of Cause gtUnt 

2.12 In the States of Maharashtra, Andhra Pradesh and Madhya Pradesh, FQ has engaged state Govt. a~ as Sub-agents of FQ to procure coarse grains to make use of the infrastn>cture available with the State Agencies. Procurement of coarse grains made till 30.11.2000 is as follows: 

(In Tonnes) 

""""' ..,.,,., Jawar Bajra 
Jeamataka "'" Andhn l'Tadesh 13495 

Madhya Pradesh ""' 176 2915 
Maharashtra '"" Tm• 35182 ,,... '"" 



" 
213 When the Committ..e uked how for decenl:ralized procurement have been ins~ in reducing economic cost of foodpins, the Ministry in the written reply furnished as under: 
uThe Economic «1$t of wheat and rice of FCI, as oompared to the &onomic Cost of States, is given below: 

{Rs. per quintal) 
Year : 2COJ..200l 

Wheal 

L '"' "" 2. Uttar Pradesh 776.93 (Cap) 
784.04 (Coven.d) 

Madhya Pradesh 749.SO (Cap) 
756.61 (Covered) 

Rice 
L "" 113(1 (Average) 
2. West BMgal 988.94 (Common) 

1037.51 (Grade 'A') 

From the above figures, it will be seen that the F.conomic Costs of the States in reipect of both wheat and rice """ lower than the FCTs F.conomk Cmt". 

2.lf Finance Minister Jn his Budget speech for the year 2001·2002 has &lated in Parliament House that iru:reased production and rising productivity makes the proper management of the food economy more <:ritical then ever before. Our p<>licy has to be transformed to deal with surpluses rather than only shortages. The pnisent anangement of Government of India procuring foodgrairu and States managing the PDS has led to many problems. While the subsidy has~ from Rs 8210 cro"' at BE to Rs. 12,125 crore at RE stage this y<>ar, the satisfaction level h;u gone down. [ propose, therefore, to give an enlarged role to the Stale Governments in both procurement and dL•tribution of fuodgrains for PDS In their n>Spective States. Instead of providing subsidbed foodgraim, Ftnandal assistiOnee will be provided to the State G<>venunents to enable them to procure and distribute fondgrains to BPL families at sub.,;dized rates. FCI will continue to procure foodgyains for maintaining food· security reserves and for such State Governments who will assign it !his task on their behaH. Details for operationalising these arrllngemenl will be worked out in C<>nsultati<>n with the State Governments at the earliesL 



2.15 In the light of the above when the Committee asked Ministry 
that how far prorurernent by States, as proposed in Budget speech, 
will be helpful In rWucing the subsidy, the Ministry in written reply 
fum1shed as under: 

"The Finance Minister, in h!s budget speech for the year 
2001-2002, has proposed lo give an enlarged roll! to the State 
Governments in both p~t and distributi= of foodgrains 
for PDS in their respective States. Instead of providing subsidi7.ed 
loodgrains, financial assistance will be provided to the State 
Governments to enable them to procure and distribute foodgrains 
to BPL families at subsidized. rates. FCI will continue to pronire 
foodgrains fur maintaining food serurlty reserves and fur sw:h 
State Governments who will assign it this task on their behaH. 

Government has introduced a Scheme of Decentralised Procurement 
of Foodgrains, under which State Governments prr.::ure, store and 
distribute food.grains under TPD5. They retain the quantity of 
foodgrains as per their TPDS allocation, and the surplus is handed 
over to the FCI. The different between the Economic CO$! of the 
States and the OP is given as subsidy to the States. This s.cheme 
has been adopted by the Government of West Bengal from Kharif · 
Marketing Season (KMS) 1997-98 in respect of paddy/rice by the 
Government of UP from RMS/KMS 1999-2000 for wheat and 
paddy/rice, and by the Govemmmt of MP from RMS 1999-2000 
for wheat Since the Economic Cost of foodgtains of the States Is 
less than that of the FCI, overall saving in subsidy ls expected to 
the extent of the different between the Economic Cost of the States 
and that of PCI. Other Stales are being persuaded to adopt this 
Scheme. so that the •ubsidy will be paosed on to the State 
Government directly. 

Buffer S""'king Policy 

2.16 Foodstocks are maintained by the Cmtral Goverrunen.t to: 

(i) Meet the pre~l>ed minimum ~ stock norms for food 
-fy 

(ii) For monthly releases oi foodgr;tins for supply through PDS/ 
welfare schemes. 

{ill) To meet emerging situations arising out of unexpected crop 
failure, natural disaster etc. and 

(iv) For market intewention to augment supply so as to help 
moderate the open market prices. 



2.17 The Govertunent has fixed ulinimurn iequirentent of stoclc for 
the Niroth Five-Year Plan (1997-2002) as under. 

(In million "rotlnes) 

April Joly ,, 4D 14.3 11.6 

11.8 WD ,5 

"' ,,, ,,, 
2.18 One of the major problems faced by the Food Corporation of India during past few years is that it is saddled with large voJume of stoccks, particularly of wheat mudt abo"" the oti.pulated buffer stoclc nonns. This is largely on acoount of zecon:I. levels of pnxurement because of attractive. Minimum support Prices (MSP) fixed by the Government and poor offtab of foodgralru under PDS. 

2.19 As on 1.1.2001, the shxk of loodgrains in the Cenl:ral Pool, held by Kl and state agencies •tood al 45.77 million tonnes as against 31.89 DlilJion tonnes on lhe same day in ttu. pre.:eding ye.u. Th~ total stocks of foodgmins in the Central Pool ,.. on 1st January, during the last five years are as under: 

(In Million Tonnes) 

1.1.1996 "" 1.1.1997 20.02 

1.1.1998 18.24 

1.1.1999 "·" 1.1.2000 31.89 

1.1.2001 "·" 



2.20 The following table indicrJes the actiW stock position in the Central Pool, vis-Ii-vis minimum buffer n0Im$ during the current ,... 
(In million tonnes) - .. ... 

·~ - ... Mioimwn "'"' ....... ... .... ... ... ... .... ,_ ,_ -1.1.zooo 17.17 "·"' 14.18 '·"' 31.35 16.80 
1.4.ZOOO '''" ""' 14.92 """ '""' ""' 1.7.2000 27.75 14.30 , . ., 10.00 '''" "·"' 1.10.2000 26.85 ""' 13.21 ,.,,, """ 18.10 

2.21 The State-wise UTh allocation and offtake of Wheat under BPL and APL ca~es alongwith additional allrx:ation has been ~ below: 

(Wheat-2000-2001) 
(In '00) tonnes) , Slateo/UT!i , ........ """'" - ~ APL+AODL Tol<ll BPI. APL+ADOL "lbtal 

' ' ' • ' • ' • 
' ludhr1 Prodesh .., ... .., "' "" "" ' ............. 

·~ "'° ·~ 
,., ... "'' ' ..... "' "~ lll.l'.ll "' - ... 

' 'M '""' 121.m """' .... 
·~ -' ~ ... '"" ""' .... '"" .., "" • ow - .,~ ~00 "" ·~ ... 

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



" 
' ' ' • • ' • 

• ..... ID"" '"' ]19.1'11 .,. ... ., . 
" , ......... ... .,, . .. '·"" "" . .. 
" J-lKallQ '"" ... '""'" "-'• ,., .,. 
" - ·~ ... "'" "'" ... ... 
" ""'"" w~ """ ,.., mm ""' '"'" " """ ... 4]t92(1 

·~ ... .,, .,,, 
" -~ .. 1.2:1.199 ~ """ '"" ~ '""" 
" -- """' """ "'""' 550111 """ '"" " - "' "'" w" ... "' ... 
" .... .,. ... "" '"' "' "" C.118 

" ..... ... !3110 13.110 '" , .. . .. 
• N9bnd "" , .. "·"' "" ""' "" 
" ... . .. """ ~ """ ... ... 
" .... '""' "'" .,. "" , .. '"' 
" ..... """ .,,. """ .... ,,. """ • .... ... uoo 1.100 ... . .. ... 
• tail Nodo ... ... ... ... ... "" • - ... '"' ... ... ... "' " ...... """' ""' - .... ... ""' • - .. "" '"" ... ... ... 
• _..,. ..., "'"' """' - •» .. ,,, 
• -- '"' , .. '" '"' "" ~· 
" ...... "" '"'" .,. ... ... ... 
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' ' ' • ' • ' • 
" Di:N Hawli "" "" "" ... 0.120 ... • °"""' ' Diu. 

.• , ... .. , O.tn• ... .. . • " ....... ... 
·~ "" ... .., "" • l\1udid111J .. "" ,,. ... "" "" "' ...,. ..... ·- """ ""' .. .. """ ... '" "" ... om 9.1811 - ... m., """ ... ~"' "'"' .... "' .,. ""' ... ... ... 

Gm! Tolal (All hlioJ ...,. .... 1°'51.613 .. ~ """ .... 222 State-wise/UT-wise allocation and offfab of rice under APL and BPL category alongwith additional allocation is plaotd below. 
(Rice 2000-2001) 
(In '000 tonne5) •• -;~ ,,_,, 
~ ~. 

~- ~ ~· 
.., 

·~ ~ -"'"' ,,, ... 
' ' ' • ' • ' • .......... ..~ """ .. M .. ~ '"'" "'"" ' Arunadlol l'l>doll. "B .... ... ,, .. W> >.m 
' - 119.30!! '"" """ 31~141! "" l!I.711 

' ""' '"" .,. M"' "'"' '" """ , ... _ 
""' "" '"" '"" ... '"" • ""' ... lfl.710 lfl.7l0 ... ,., 19!D 

' "" "" ·~ ... '"' ·~ "' • - •>B ~., ,,.,. lOl ?ll "' ··~ ' .,.. "" ... "' , .. ... 
·~ 



' • ' • ' • 
" HlNdul Prodooh "" ··~ 

... .... '-"' ·~ " Jumu " i:.tr.ir .... "'" .... ... "" .. ~ 
" ....... ... "" "" "" "" ,,,, 
" ...... ,.,,, .... """' ,,., - .. ., 
" - '"'" ..... - Em ""' ..., 
" 
_ ..... "'m ..., "'" 111.m ... 311.931 

" -- """ ljji.JlJ 1l!.'* ..., ... .,, . 
" - ~· ll.t!il - '"" "' ""' " - 3!.j9,j "'"' ~~ "" ... ""' " - ""' 749!0 ... '"" "'' "" • -- .... ""' ll!Jl'D ""' "" "~ 
" ... ""' 217.1111! """ "'·m ~ ~10Jl7 

• - '"" ,,. ... ·~ - . .. 
• - ,., ""' '"" ,., ... ·~ " - ... ""' ""' "' "" ·~ • Timi) Nod• '""' "'~ """' ,.,,, ... '""' • ,,.. . .. ·- m,. - "" ... 
" ........ ..... "'~ ""' .... ... '"' • - '"" ,., ""' - ... ... 
• """" .,,.. 326.llO '"" "" ·~ ..... 
• ....... "" ""' .... "" '-"' "" " ...._ 

~ ... "'' ... ... '" ' ,.,.,.,. "" ·~ ·~ •m ... "' 



' ' • ' • ' • • ,_, .. 
~ 111~ 

·~ 0.Jll 0.Jlll "" • !;l;Wd ... p "" '·"" "' "" ... , .. 
" ........,,, 

JS~Hi 19.J\ll 
·~ ·~ "' ,., 

·~ """' ""'" '~"' ~~ "'"' .... "'"" "' ·~ - ,., 
"~ ~ - "' ]]!$4(1 ""'" 000 "" ""' ""'" ,., .,. .,. "' ,., ,., 

GroM Total (All Jnd11) """' ~"' '~"' .. ~ 'M"' """ 2.23 During the year 200)..2001, BPL offtake of wheal for Andhn. Pradesh, A&5ilUI,. Kerala, Martipur, Mimram, Sikkim, Tan>ilnadu, Tripura, Chandigarh, Lakshadweep and Poridkherry have been nil. Similarly the offtake of wheat fw Anmacltal Pn1desh, Meghalaya ls also very negligible. The offtake of wheat under APL has also reduced substan!:ially. 1he ms.in - attributed to less offtake has been that the price of wheat under TPDS was kept above pn>Va.iling market price. Ministry has also acwpted that poor offWu. in APL wa.o due to depressed wholesale p<ices for agrtcultural commodities. In this ccnnection when the Cornntittee asked what o>fforts - made to reduce surplus sto.:k of foodgrains from time to time by open =ket sale of rice and wheat, the Ministry in !heir post evidence reply stated as under: 

J. Consequent upon the revision of M\Jilinum Support Price (MSP) of wheat on 1.4.ZOXJ and the resultant increase in the ecrnwmk cost, of wheat, the Open Market Sale Price of wheat was fixed at par with the economic cost, i.e., at a uniform rate of Rs. 900 per quintal throughout the country. Since the open market pric:el; of wheat were depressed. there was no lifting under the sclteme in the early part of 2000-2001. 



" 
2. In order to liquidate the exceso sk><:ks of wheat, open market sale scheme (Dornesti~) of wheat was "''"'med In f'wljiW from 11.7.2000 at the pttdetermiru>d prices of Rs. 700, 750 and Rs. 800 per quintal for the mDnths of July, August and September 2000 respectively, in consultation with the Ministry of Finance. As there was no open sale of wheal at Rs. 700 per qtl. during the month of July 2000, the ~ was extended to all other Zones of the cPWllry from 9.8.2000, and the Open sale rates of wheat w-. fixed for the month. of August 4nd Septeml:>et, 2000 as under: 

z- Rate per qtL Effective from 
Norlh "'· "" 9.8.2000 
South 

"' '43 11.8.2000 

""'" Rs. 724 11.8.2000 ,_, 
Rs. 736 ll.B.2000 

3. The High Level ConurUttee (HLC) of FCI was authorisei:l to fix Open Sale rates of wheat from Ociober 2000 onwards, whkh is fixing these rates on a monthly basis after reviewing !he lifting position of wheat. The above rates remained in force from August 2000 to Febru.uy 2001. A quantity of 530 lakh of wheal has be.:ri disposed upto Febnwy; ""' 
4. For the mDnth of Matt:h 2001, the High Level Committee (HLC) of FCI has fixed a uruform issue price of OMSS (D) wheat at Rs. 700 per qtl. lor the East, West and South Zones of the country and, for the North Zone, it is Rs. 6.50 per qtl. 

Rice 

Open sale of rice during 2000-2001 was started from 4.9.2000. FQ was auth~ to undertake open sale of rice to the extent of 30 Jakh tonnes only in the consuming States whe"' the"' was no/negligible procurement of rice for the Central Pool. fCl was authorised to undertake sale of D category rie<>, URS rke of 1997-98, 1998-99 and more than one and two y~ars old rice. The High Level Committee (HLC) of PC1, in its meeting held on ~7.9.2()((1, fixed the rate of Rs. 525 and above for D Category rice for sale in Tamilnadu and Kerala, Rs. 531 per qtl. and above for Rajasthan, and for the balance >tocks, a rate of Rs 425/- per qtl. was fixed. The !Ssue price for URS 



rice (15197-98) was fixed at Rs. 595 p<.'r qtl. for URS rice 1998-99, the 
issue pri"" wu fixed at Rs. 6{11 per qtl. lhe rate for more than 011.e 
and two years old rice was fixed at Rs. 950 per qtL Keeping in view 
the low offtake rice under the scheme, it wu also decided to offer 
these categories of rice to the State Governments of non procuring 
5tates and their nominees. l'CI has disposed off a quantity of 0.74 
lakh tonnes of 1997-98 and 0.73 lakh tonnes of 1998-99 URS rice under 
the ocheme upto January 2001. 

2.24 On being asked a question (Un.starred R.S.Q. No. 158 dated 
222.2001) regarding surplus stock of foodgrains held by FCI and their 
per day canying CQ!;! of the surplus stock the Minister of State in the 
Ministry of Con.sumer Affairs, Food and Public Distribution informed 
the House as under: 

The otock o/ wheal and rice in central pool as on 31.1.2001 as 
compared to buffer norms as on 1st January, is as under: 

(Figure• in Laich tOMes) 

Commodity Stock Position Buffer norms Surplus 
As on 31/1/20001 as on 1st January 

w,,.,. 241.18 ...oo 157.18 

Rice 223.97 """ 139.97 

Total 465.15 168.00 297.15 

The quantum of surplus varies with reference to the level ol 
procurement and offtake oi foodgralns. The per day carrying cost of 
surplus with reference to stocks as on 31st January, 2001 is Rs. 18 
crores. The average per day cost of carrying surplus stock would be 
known after the cl°"" of the year and the accounts are finalized as the 
quantities vary on a daily basis. 

2.25 When the Commi~ asked what efforts have been made to 
reduce the surplus stock of foodgrains, Secretary (Department of Food 
& Public Distribution) delivered before the Committee as under: 

"W., have to look into the problem at its variables as to why ow: 
stocks are growing up and who is responsible fur this phenomenon. 
If you Just think over ii, you will find that the single factor 
responsible for this is the high minimum support price. Now, 
whether we like it or not, it is fact. 



The Preseril price of wheat of Rs. 580 has gone upto Rs. 610 and 
the canyjng cost has come from 823 to 580 and 70 present MSP 
in being provided here beside normal taxes. They account for 10 
to ll.S per cent of the MSP. If we do not tackle this problem,. then 
the problem will not be solved. ff 

Buf&r Carrying Cost 

226 The subsidy wwards buffer carrying cost has increaaed from 
Rs. 1385 c:rore from B.E. (2000-2001) stage to Rs. 5262 c:rore at R.E. 
Stage. This is about 400% increase in this Conne(:tion, when the 
Committee asked whether thia Increase is due to new methodology of 
Expenditure Reforms Commission or due to some other reasons, 
representative• of the Ministry replied during official evidence 
under. 

"1here are two reasons. One is the change in the metlmdology. 
Ao:ording to the original methodology, when we dtarging a certain 
amount, that amount has gone up. Rs. 1,786 per tonne was the 
original cost of buffer. Now, that has gone up to Rs. 2,211. There 
is an increase of n..arly Rs. 400. Bui, then, in addition to that, the 
buffer quantity itself has gone up from 77 lakh tonnes, which we 
expected at the beginning of the year, to 198.71 Lakh tonnes. So, 
the quantity of buffer has also gone up by nearly 120 lakh tonnes 
and the rate, whkh we are charging. has gone up. So, it is a 
combination of two factors. One is the rate itself has undergcine a 
change beca'™' of change in methodology. The other ls the quantity 
has substantially increased and the quantity has Increased because 
of increa:ie in procurement and reduced oHtake under the APL. 
The offtilke has come down dnlstically in ~ case of APL and the 
procur..ment has also gone by almost 68 Iakh tonnes extra over 
the prev;ous years. There Is a substantial procur..ment. In fact.. we 
expect almost 198 lakh tonnes of procurement of wheat in the 
current year. Thi' Itself is an improvement on the record 
procurement of previous years. So, these two thing. have happened. 
The quantity has gone up substantially and the rate Also has gone 
up." 



2.27 Supplementing the above, the Ministry in !heiJ post evidenc<! 
reply have added the followmg, 

The buffer carrying cost, whicll was indicated for 2000-2001 RE 
has two components, namely, (a) carry over charges on wheat and 
(b) normal buffer. The carry over charges on wheat are the interest 
and storage charges paid to the States and their agencies for the_ 
delayed take-over of wheat from them by the Food Corporation of 
India. ln the acquisition cost of wheat, storage and inrerest is provided 
up lo 30th June of the financial year. In recent limes, it was not possible 
for the Food Corporation of India to take over the stocks procured by. 
the States and its agencies before 30th June of the same year. In fact, 
the stocks are often taken over with a delay which can be anywheni-
betweeo 6 months lo one year. Thi5 carry over cltarges on wheat wu 
earlier a oomponcnt in the economic CC$! of wheal. Ihe ERC argued 
that the Food Corporation of India was not taking over this whul. 
because it was not required immediately for public distribution and, 
had it taken over the stocks before 30th June, it would have been 
reflected in the accounts of the Food Corporation of India as part of 
buffer stocks. They, therefore, suggested that the appropriate way of 
classifying this expenditure 1s by including it as part o/ buffer. Out of 
a buffer outlay of Rs. 5262 crores projected in the RE, Rs. 869 crores 
represents the carry over charges on wheal. 

Since the buffer CC$l as projected in the beginning of the year did 
not contain an element of cany over charges of wheat, the conect 
comparison is between Rs. 1385 crores included in the BE and 
Rs. 4393 crores (Rs. 5262 crores-lU. 869 """"5) included in the Re\'i$ed 
Estimate.. 1ltis in=ase from Rs. 1385 crores to Rs. 4393 crores Is 
partly due to increase in per tonne cost as per the methodology 
suggested by the ERC and also partly due to an increase in the 
quantum of buffer, increased from Rs. 1788 per metric tonne to 
Rs. 2212 per metric tonne, the butter quantity has Increased from 
77.50 lal<h tonnes to 198.71 lal<h tonnes. 

Thus, the iru;reaoe in buffer canying cost is partly due to a shift 
in the classific.alion of the carry over charges of wheat, the cllange in 
the methodology followed for computation of distribution cost and 
buffer carrying cost and also due to a substantial Increase in the 
quillllities of buffer stocks. 



High borrowing by FCI 

2.28 Due to higher procurement, the Bank overdraft of FCI has 
also increased from Rs. 15985 crores in 1999-2000 to Rs. 25167 crores 
in RE 21))).2001 and is proposed to enhance at Rs. 30200 crores in 
2001-2002. In this oonnection, when the Committee ,..ked the detatls 
of cin:umstaru::ei in which FCI has been compelled to enhance its debt 
liability and also the efforts made by the Government to lessen its 
burden, the Ministry in their written reply furnished as under. 

~ level of olock holding necessitaw. higher level of bank 
finance. Except for Rs. 1480 crores sanctioned by the Gov....un""t 
for financing of •locks, the remaining value of stocks held are 
financed out of bank credit. Though the value of stock held is 
around Rs. 27000 crores, the FCI cannot avail cash credit in exCffS 
of Rs. 22850 crores in view of the cap "" borrowing (10 times it's 
paid up capital) envisaged in the FCI Act. 

Thus fCI is resorting to temporary deferrro payment fur stock 
taken over from the Agencia/Mills. Around Rs. 100 crores is 
payable to the Agencies/Milli which would be n>Jeased when the 
balance funds under RE are obtained from the Government. 

Hence, even if the value of stocks is around Rs. 30200 Cl'1)11S!O as 
ttu!ntioned, FO cannot draw more than Rs. 22850 crores from the 
State Bank of India at pre5ent. 

2.29 The interest liability of FCl has also inc:reased from 1688 crore 
to Rs. 2297 cron: in 2000-2001 which is expected to be inflated during 
2001-2002. In this conielCt when the Conunittee asked about the interest 
paid by FCI for the last five years alongwith the efforts made to 
d"'°"'ase the burden, the Ministry in their written roply furnished as 
under: 

The total interest amount charged by the Banks on the cash credit 
availed from the bQnks by FCI for the last five years is as under: 

Year 

,_., 
199'7 -1998 (P) 
1995-99 (P) 
1999--2000 (P) 
lC00-2001 {RE) 

Value of Stock 

~% 

~" 

'"'' 15160 
21181 

(In Rs. Crores) 

Interest ot Bank 
rates on value of 

.~ .. 
nn 
1414 

"" "" 
~' 



Interest cltargeo would be reduced if stock level5 n>duce or If 
additional funds are given to the FCJ. 

The cash credit availed covers the overall position. Sale proceeds 
of foodgrairu, sltlsidy and other reffipts are deposited immediately in 
the bank account to n>duce the cash credit level The oven:lraft Is 
controlled with refer..nce to the value of stocks held. 

2.30 When the quantum and value of food.grains stod:s held by 
FC1 increases, FC1 has to increase the level of borrowing from banking 
sector. When the Committee asked what Is the impact on FCl due to 
high borrowin!l" and whether FCI is leading towards ~ O'IUlCh, 
the Ministry in their post evidence reply have stated ;ui below: 

The Government has provided Rs. 1480 crores only to finance the 
value of stocks with the FCL FCJ, lhereftm., resorts lo bank overdraft 
to finance the remaining portion of the value of stocks. When the 
quantum and value of the foodgratn stocks held by FCI increases, 
naturally FCI haa to in"""'5e the Jevel of borrowing from the banking 
sector, who levy prime rate of interest on foodgntin trans...,lions on 
the overdraft availed. l'wo columns in the table have been made to 
highlight the reasonableness of the interest inc:urred by the FCI and 
chargeable interest against value of stocks held. 

Just as the storage capacity with the FCI had increased to 
accommodate the high level of loodgrains in the recent year, the 
overdraft has also to be suitably revised upwards. Government 
converted loan of Rs. 900 crores as eq.tity whidl made FCI raise 
overdraft further by Rs. 9000 crores. ln<pite of the above, the FCI 
stock level has gone up to Rs. 27000 crores whkh is beyond the 
maximwn permissible overdraft limit of Rs. 22,SSO crores presently 
fixed. The above ceiling has resulted in FCI deferring the payments to 
the State Governments and the millers. In order to have a permanent 
oolulion to the above, it ts proposed to remove the cap on borrowings. 
The interest charge• are growing up because the acquisition cost is 
increasing every year due to increases in MSP, transportation charges 
and substantial increase in the quantities procured for which there is 
no demand in the market. 
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2.31 As per FCl Act, 1964, FCI cannot bonow more lhan 10 times 

its ~ up capital When the Conunlttee asked about the rationale 
behind cap and what benefits/problem haw b-n fared by PCl due lo 

the said ceiling in previmill years, lhe Ministry in their post evidence 

reply have stated as under. 

As a measure of financial prudence, the PC1 Act incorporated a 

cap on its borrowing capacity. 

In view of the stock turnover till recently, the PCI did not feel the 

impact of the above provision in the Act. However, with the increasing 

levels of stocks as well as the incre..,., in acquisition cost of the"" 

foodgmins. FCI is feeling """""' financial constraints due to the above 
proviso. The Government had earlier conver\M its loan Into equity so 

that the borrowing powers of FCI could increase to tide over this 

problem. However, this measure brought only temporary rebel. A 

proposal to remove the cap on borrowing ;,, tmder consideration of 

the Government to meet the situation arising out of substantial incrmse 
In procurement with reduced level of off-take. 

Procurement and Distribution Incidentals 

2.32 Prorurement and distribution inddentals like MSP, statutory 

charges, non-statutory cltarges, Freight, handling, stora~. interest etc. 

are lhe factors whiclt increases the eronomlc rost of loodgrains: 

Economic C:O.t of Rie<! based on MSP of Kharif 2000-01 is as under: 

A. AcquHiltion Cost 

Mlnimmn Support Prlce (MSP) 

II. Statutory Chugn 

III. 

Mandi Oiarges and Purcltase Tax 

Non-Sto.tutory Charges 
Mandi Labour 
Transportation 
Driage 
Custody & Maintenance 
Interest 
Milling Charges 

Totd non-sto.tutory ~harges 

514.30 

54.47 

17.20 

43.94 

13.20 

74.34 



v. 
COii of 1 '1,tl. of paddy 

Colt of t qtl. of Riee 

Gunny coete incladlng depreciation 

Ca.I of ac'l.Uition of t qtL of riee 

B. Dbltribution C...I 

Freight 

Handling Expenses 

Storag.: Expenses -Interest Charges 

Administrative Overhead 

Wage l"'Vision arrear 

c ... 1 of Di&tn'ltution 

C. &timatecl Economic C...I 

Ded11ct: 

Adj-"' for opening lltock 

Economic Coel 

643.11 

959.87 

., .. 
,.,.,,, 

'"" 2226 

''" 
11.61 ,,,, 
17.59 

10.00 

145.71 

11.5.1.D!I 

t-)24..M 

""" per 'I.IL, or tay ,,,... 
233 Similarly Economic Cost of Wheat for lCXXl-2001 as under. 

'· COAt of Gr.tin (MSP) 

11. Statutory ~ 

Mandi Charges 

Purchase Tax 

Gunny cost 

Rupees per qtl 

580.00 

63.80 



.. 
m . Non-Slabdwy awp. 

....,..~ 
.... 

Labour &t TraNport Otarge• 9.53 

FOl'Wanfuig charges !""- 16.12 

IV. Stol'olge " lnleftll Chugel paid 
to SUte Agencies ,._ ....... 1.91 

Inierest <:harg ... 10.07 

Guarantee Fees &: <>then ... 
Extra for machine stikhing 50 kg. 
llag:gtng, differenoe betw-. 
provisional and final rate 
due to inflii.tlonary incre•SI' '·"' 
Administrative marv.i to 
Sti.te Government m 31'5 

v. n.w--....au..., no.n 

VI. Cany -over· chuga Nil 

VII. Acquis;tion eo«t m.n 

VllJ. Distribution Cost ....... "·" 
Handling '2'5 

Storage charges '2<M 

Interest charges 33.27 

Transit shortages 5.71 

Storage shortage. (-)0.20 

Administrative Charges "" 
Wage Revision arrear lilOO "'" 

oc &tlm.lted E~onoorlc Cost 1lfi0.t9 

~ ""'~· Adjustment for opening Stock (-)33.11 

Xl Estluuted Economic Coet 827.08 

oc "' 
"3000 



2.34 The economic cost of rice for Kharif 2000-2001 was Rs. 1130 per quintill while MSP was Rs. Sl4.30/quintal Similarly, e.:onorni" cost of wheat for the }"""' 2000-2001 was Rs. 830 per quintal while its minimum support price was Rs. 58{1/quintal. When the committee asked what efforts have beeo made to ttdw:.. •tatutory charges, non-statutory charges, dishibutlon cost, administration cost, .,tc. the Ministry in their written reply htrnlshed as under:-
"Slatutory Ota:rges on foodgrains, i.e., pun:hase/sales tax, market fee, Arhatia C<>rnmission, RD Cess, etc. are as high as 10% to 11.5% in the Stales of AM.hn Pradesh, Haryana. and Punjab. These Statutory Charges increase the Economic Cost of foodgraim-, and, thereby increase the Central tssue Prices. A proposal is under consideration ol Govemment to reduce/freeze the Statutory Ch .... 

In order to anive at the ways and means for ttducing the economic cost of a<:<iuisilion and distribution of foodgrains by the Food Corporation of India, the Ministry h"" engaged an independent organisation, i.e., the Administrative Sta!( Cotlegt. of lndiQ {ASCl), Hyderabad, to study the same and make suitable recomatendations. Over this y....,., the llSCI has held t!we Worlcsh~ The final report of A.SCI is awaited." 

The following measures have alw beet\ taken by FCI to control/ reduce subsidr-

1. Capacity utiliutton achieved as against the norm of 7S% 
1997-1998 

1998-1999 

,.,,_""' 
""'""" (Upto Dec. 2000) 

'"" 
"' 
"' ""' 

2. As agltlnst the BICP nonns of l:l.35 towards pio<:wement and movement ratio, the a"tual movement has been only 1.20 in 1997-98, 120 III !998-99, 0.92 in 1999-2000 and 0.62 upto December, 2000. 
3. Improvement in handling of foodgralns Includes machine stitching, paclcing in smaller size etc. to ~uce losses in grains, 



" 
4. Railway demumige paid during the last few years is as foDows:-

(Rs. in crores) 

19\17-98 (p) 18.75 

1998-99 (p) 18.50 

The Railway Demurral!" which was in the order of 7.'1:3 crores in 
April. 2000 has hem brought down to Rs. 1.39 crores in December, 

""'" 
5. Saving in sub.idy dlX! to open market sale at the prices above 

CIP for APL during the last three years as iollows:-

1997-98 (P) 

1996-99 (P) 

1999-2000 (P) 

• 
"" ,, 

(Rs. in cnm!S) 

6. llle total number of staff in PC1 wa• as under:-

31.3.1998 

31.3.1999 

31.3.2000 

30.9.2000 

Number of Persons 

64,135 

62,959 ,,,.,., 
61,312 

(a) Saving on account of non-filling of post on account of 
retirement/resignation etc. 

Retimnent ~ 30.3.2000 till 30.9.2000 118 

Staff cost per employtt per month Rs. 18776 

Saving Pt~ for the year Ra. 15 crores 



(b) Saving on account of utilized post as per JIOtmS sancboned 

Strength as on 30.9.2000 

Staff in pOS!tion 

Unfilled J'<'SI 

Staff cost per Empl. 
Per month 

'""' 
61,312 

'·"" 
""' 

Saving per month Rs. 9.47 crores, per annum Rs. 113.64 crores. 

7. Efforts are being tab!n to md.uce the Administrative cost like 

overtime, medical and Thi.veiling ~ etc. by amund 15%. 

2.35 On being asl<ed how far PC! has been able to reduce lb; 

administrative expenditure, Chairman (FCI) during official evidence 

deposed u under.-

"FCI has no control over near about 80% cost. Other 2C% cost, 

whkh is related lo administrating and other charges, is wilhill our 

control. I am not happy to •late but I want kl bring it in your 

cognizance that OTA which was perennial problem has been 

checked in FCI. Those hospitals whldt were providing fake medical 

bills have been blacklisted. Demurrage was also acting as a drain 

to our !'esour<:H! as there was no Olli! to take off the racks. Now 

the responsibility has been pin pointed for all this. As a result 

expenses over demurrage are getting down. Expenses towards, 

telephmes, motor vehicles and other items have started registering 

decreaae.• 

Central 1 .. uc Price 

2.36 Wheat and rice are issued from the Central Pool kl State 

Govts./Union Territories at uniform Central b&ue Prices (OP) for 

distribution under Turgeted Public Distribution System (TPDS~ Th.e 

CIPs of foodgrain• issued under the TPDS are fixed bi.low the 

&onomk Cost as a result of which the Central Government bears a 

huge sub•idy burden on this acrount, especially for making foodgrains 

availabk> at subsidized rates for population below poverty line. 



2.37 Under the Targeted Public Distribution system (l"PDS) two 
different ""ts ol OPs have been adopted for families Below the Poverty 
Line (BPL) and families Above the Poverty Line (APL). 

2.38 In order to channelise !hi! food subsidy lo the ta.-geted group, 
the following modifications were made in ilIB Central Issue Prices 
w.e.f. t.4.2ll00:-

(i) The Central issue Price under BPL was enhanced to 50% of 
the l'Conomic cost; 

(ii) The Central Issue Price for the APL category was fixed at 
e<:oroomk emit. 

2.39 Consequently, the issue prices of wheat and rice as on l.4.2000 
were fixed as under.-

Economic cost b5ue Price Issue price as pertentage 
(Rs. Per Qt!.) (Rs. per QU) of economic cost 

'"' APC '"' Aec 

Wheat "" "" 900 ""' <00% 

R>re uoo ,., UM ""' <00% 

2.4() On the recommendations of hpenditure Reforms Commission 
(ERC) the economic cost and C""""'JUentially the i .. ue prices were 
revised w.e.f. 25.7.2000 as under:-

(Rs. per qtl) ,_ Economk cost Issue Price Issue Price 

'"' APC 

Wheat '"' '" 900 

rure UM "' UM 

Food SubBidy 

2.41 Food Management consists mainly of procUiement of wheat 
and rice by providing support prices lo the farmers and allocation of 
foodgrains so procurM omongst States for eventual distribution to the 
targeted population. Since the Issue Price fixed for isme of foodgrains 



to the targeted population Is le•• than the economic cost of loodgrain•, 
the difference between the two represents lhe food •ubsidy. Jn addition 
to procuring fo<>dgrams for meeting the requirements of the public 
distribution system, the Central Government is also under obligation 
to procure foodgrains for meeting the ~ts of the buffer stock. 
Hence, part of the food subsidy ;W;o goe. towards meeting the carrying 
cost of the buffer stock. In recent times. the quantities of foodgrains, procured by way of support <>perations for the farmers have tended to 
be far in excess of the requirements of the public distribution system 
and also the buffer stocks. The offtake of foodgrains from the public 
distrJbuticn system depends PD5 system of conc:emed Stam primarily 
on the efficiency with which the foodgrains are distributed by the 
States. This ca& for a firm infrastructure as the focdgrains have to be 
supplied on a sustained basis month after month and year after year. 
Where the infrastructure is weak, the offtake get. redured and to that 
eKlent the targeted population' stands to be deprived. There are, 
howev...-, certain periods of the year what the targeted population 
have sufficient stocks of foodgrains which they have acquired either 
as part of the wageoi or have easy access to foodgrains at reasonable 
rates. On such occasions also the offtake 5uffers; but that is only 
seasonal and temporary aberration. 

2.42 The year-wise breal·up of subsidy on foodgrains in recent 
years is ~ under:-

(Rs. in crores) 

Year Subsidy 

"'"' """"' 
B%~W 5166.00 

1997-98 7500.00 

1998-99 ""'"" ,..__ 
9200.00 

2000-2001 (BE) 8100.00 

2C00-2001 (RE) 12075.00 

2001-2002 (BE) 13670.00 



2.43 Detailed &mtemenlls t!howing the Bconomii: Cost,. the Issue 
Price and Sub•idy on variow; oomponenl!i for the year 2000-2001 (BE 
& REJ and for the year 2001-2002 (B!!) are as under.-

Food SubEdy Eatimata: 1000-2001 IB!!I 

l "" Ecor.onti< Cost -- Buffer Curying 

"''°"" "''°"" ""'"' -"' "' - ... ... ... 
J "'' ... "'" ""' woo 

• """"'~""' "" """"' '"" In lakh TOll!les "''- ,._, 
IPL 

"'"" .... 000 "" ... ..,. ""' "" ""' •n 
An - 2'00 ... • •• 

m Total Suboidy "" TPllS •n 
N Si:bsidy OI\ olher Sdiimeo 

"""' ... .. ""' ' Carrying wot of llufler "'" "" "" "· (a) Deduct 5% for audited •""""" (·) 445 
(b) Deduct sh0<1lges pending regulorisation (·) 357 

"" Nei Suboidy "" or 8100 
'Thi> also lnrlud .. alloatlioru for the Stotes under decentralised JllO<U"""""' So:botr,0-



Food sm..tdy &thnatei: 20llD-200l atE) ...... "'" ....... ""'"""'"" ,.,_ '"""" "" ...... 
"' "" L "1 - ... ..,. ,:J a.. 2211 .. """ -

&i>sidy "" lPDS L>y. ._, .., 
""'"'- .. _ .. """' (i) BPL (Kl) - ··~ .. "" ... ... ~~ .. 

'"" "" fli) IPL (Stales) -· '" ... "' ... '" "" .. .., .. 
(Iii) APL (R'.l) -· ••• <-• .. 17.00 •• • ,... 

I 
(iY) APL f,>IW) 

n c;,.,.. riti.idy "" lPDS (FCI) 4719 
m. Butler Canying Cost 

I•) Clr!y over dwps on Wheat .. . , """"' .... "'" "" "" GrO$I Du&r Si:lrmy "" 



N. s..boidy "" olhe: Schorn .. -"" 
Tulal on other 5<:""""'5 

• 
" 

Tolal s.bsldy to FCI on 
TPDS+J!ulfer+Other Sdlemes (ll+m+!V) 

Vl Deducl 5% for audi!N """""""' 

vn_ Deduct Shortages pending regularisation 

V1It Net Subsidy to FCI 

IX. G!Oll8 subsidy to States 

x_ Deduct 10'!0 tor audtted ocrowit> 

X1 Net Subsidy to Slalell 

xn. Tot.ti s.:bskly 2000-2001 transactions 

IBI -. 

(a) l'CI 

(b) Stole Govb 

XIV. Total Simidy on foodgr&ins 

"' "' '"' 
nm 

(-) SM 

(-) 506 .... .. 
(-) 53 .. ... 
"" 
'" 
"'" 

"Weighted awrag< al i .. ue pri<o .. on 1.4.2QllO - ., ~ from l'i.?.2QllO. 

2.44 'The staremertt showing the econC>JPist rost, the issue price 
and subsidy on various romponents for the year (2001-20021 are as 

=<I= 

Food Subsidy Estimate: 2001·2002 (BE) 

·- F.conomic Cost Js1n1• Price """ """" ,.,_ ,.,_ Cott Per TOMe 

"' "'-

I "' ..... , ... ... "'" '" ""' .. 11744 .. moo 



so 

Suboidy on 11'00 (FCI "" ...., -...... _ ""'- ,.._, 
(i) BPL 

Who< "" ... "' ... . .. .... "" - "" (ii) APL 

"""' 100 ~ ' .. "" .. " TuW n 
(iii) AMytdaya 

"""' '" ... "' ... "" .. '"' - "" Subsidy on TPDS (Staft) 
(i) BPL - 8.7t 35fli.91 '" .. '" """ "' "'" .. 

(ii) APL -.. 
[Iii) Antyodaya - 100 "" .. .. "' ... "' ""' ., 

II. C- s.ftidy on TPDS (Rl} "" m. llu&r ~ Coot 
(•) Carry over dlarges 1X1 Whell ., 
(b) Normal ....... ""' ... 

Gcw Buffa' Siaidy ... 



" 
IV Subsidy on other Schemes - ~ .., 

"" "" " .,, "' Total °" other Schenies ,.. 
Tolal S<lboidy to FCI on 
TPDS+~ Schemes \lltll+IV) ... 

~. DedU<t 5% /or audiled •=unts (·) 7112 

"' DedU<t Shortages pending ~ (·) 5.57 

"" Net Subsidy to FCl 127B7 

" Gross :1Ubsidy to Stat.s •• '· Deduct 10% for audited acrnunls (-) 98 

"' Net Sul!Mdy to States "' >rn. Total Subsidy on 200!·2002 trwacttons "'" 2.45 The Budget F.stimate for food 9Uh:lidy during the 20(0.2001 was Rs. 8210 crore which was increased to Rs. 12125 crore in R.E. (2000-2001) and has further been increased to Rs. 13,675 crore in B.E. (21J00..2001). When the Committee asked the reasons for increase in food subsidy in R.E. (2000-2001) and B.E. (2001-2002) the MUtistry in their written reply submitted as under:-

The food subsidy fur 2CXll-2001. which was ruiglruolly esturu.ted at Rs. 8100 crores in BE 2000-2001, has increased to Rs. 120'75 c:rores in RE 2000-2001. The steep inO'eased is attributable to:-

(i) ~ leY..J of pfOClln!IIlftlt The procurement of wheat has gone up from 141.44 lakh ~ in 1999-2000 to 16:155 lakh torules during 200IJ..2001. In the case of rice, the prorurement during 1999-2000 has been of the order of 172.73 lakh tonnes as against the procurement of 117.90 lakh tonnes in 1998-1999. 

(ii) Low Dff take of food~ under Af'L and open market sale ochelne. The qullntilii!s of foodgrains (wheat <md rice) distributed imder BPL for the year 2000-2001 (till February, 2001) are 32.59 lakh loru1es of wheat and 53.57 lakh tonnes 



of rice which are far more than the quantities of wheat and 
nee distributed during 1999-2000 for the same period al 
26.19 lakh tonnes and 35.0S lakh tonnes of ri.,.,. There is, 
however, a sharp fall in the quantilie• of foodgrain• 
distributed under APL during 2000-2001 (upto Ft!bruary, 
2001) as compared to the quantities distributed during 1999-
2000 for the same period. The offtake of wheat under APL 
is [.,.. by almost 23 lakh tonnes md rice by 49 lakh tonnes 
as compared to the offtake during 1999-2000. The poor 
olftake is also due to depresoed wholesale price• for 
agricultural commodities. 

(iii) A sharp increase in buffer carrying cost parlly on account 
of increase in the buffer quantity from the estimated 78 
Iakh to1111e• in BE 2000-2001 lo nearly 200 lakh tonneo in 
RE 2000-2001 and partly due to methodological change• in 
computation of buffer cost based on the recormnenc\atioru; 
of Experniiture Reforms Commission (ERC). Consequently, 
the buffer carrying cost, which was estirnared at Rs. 1385 
crores in BE 2000-2001 has increase to Rs. 5262 crores in RE 
2000-2001. The carrying cost per tonne has also increased 
from Rs. 1788 to Rs. 2211 due to changes in the 
methodologies for computing costs. 

(iv) The downward revision cf economic cost of Food 
Corporation of Jrulia and consequently th!! issue prices under 
TPDS with effect from July, 2000 on the recommendations 
of ERC. The issue pri<es for welfan> rlemes also underwent 
a downward revision to BPL rates during the year resulting 
in an increase in food subsidy. 

2.46 When the Committee asked whether the increase in food 
subsidy is due le higher buffer carrying cost, the Ministry in their 
written reply submitted as under:-

#The ino<l.'ase in the food subsidy is on acrount of a combination 
of two factors, namely, le .. offtake under APL and Open Marh>t 
Sales Scheme and higher level of procurement wllh the resultant 
Increase in the quantity of buffer stock."" 



" 
2. The statement given below indiealea the position with regard to 

the offtake of foodgrains in 2000-2001 rompared to last year:-

....... 
(LokhMTu) 

,,,,_,,,,, ""'"""' lru:n!ase/Decrease 
,,.,_ 28.77 ,,., (+) 2.65 

APC 26.96 '" (-) 28.32 

Open Market 44.17 7.82 (-) 36.35 

Exports &: Scheme .... 19.89 {+) 15.41 

Tu"' >M"' "'·" (-) fJ.41 -
1999-2000 """''"" Increase/Decrease 

,,.,_ "'·" W.00 (+) 21.21 
AK n.n 17.00 (-) SS.22 __ ... 

1.14 '·"' (-) 1.86 

Exports&:~ 9.92 16.87 (-) 6.95 

"'"' """ ...,,, (-) 25.14 

3. As may b.. seen from the above statement. there has been an 
inaease in the offtake in respect of both wheat and rice for the BPL 
families compared to last year. However, there has been a substantial 
fall in APL of both wheat and Ike and in the open market sale of 
wheat. 

4. The lDll8 in offtake compared to last year for the foodgrains as 
a whole ;. of the order of 68 lakh tonnea. The drop in IMues in 
respect of categories of APL i'llld open market sales is a major factor 
for the increase In the buffer quantitieA resulting: in higher canying 

""' 



54 

5. In addition, the procurement in 2000-2001 itself is far higher than the record level of procurement reached in 1999-2000. The procurement of wheat has gone up from 141.44 lakh tonnes in 1999-2000 to 163.55 lakh tonnes during 2000-2001. In the case of rice, the procurement during 1999-2000 has been of the order of 172.73 lakh tonnes as against 117.90 lakh tonnes in 1998-99. 

6. The combined effect of increased procurement and low offtake in respect of categories other than BPL is responsible for further additions to the buffer stock already built up to a high level in 1999-2000. The buffer stock during the year 1999-2000 was of the order of 110 lakh tonnes. It will go up further to nearly 200 lakh tonnes during the current year. 

7. The increase in buffer is arising as a result of attractive MSP, open-ended procurement, reduction in offtake of foodgrains for the non-BPL categories etc. The buffer quantities can be controlled only when procurement is regulated with reference to demand under PDS and a realistic assessment of buffer required for overcoming any difficult situations arising out of fluctuations in the open market prices of foodgrains. 

2.47 When the Committee asked to furnish the details under which foodgrains were made available at BPL rates other than TPDS, during 2000-2001 along with their quantities, the Ministry furnished as under:-
"Besides Targeted Public Distribution System (TPDS), foodgrains were made available to the States/UTs, as decided by the Government on 2.11.2000, at rates applicable for families below poverty line (BPL) for Wheat based Nutrition programme, S.C./ S.T./O.B.C. Hostels, Mid-Day Meals scheme and Annapurna scheme. The details of allotment and latest offtake under these schemes during 2000-2001 are given in Annexure-1. 
Foodgrains were also allotted at BPL rates for relief in case of natural calamities and for distribution to the pilgrims during Kumbh Mela 2001. The details of allotment and latest offtake in these programmes during 2000-2001 are given in Annexure-II. 
The beneficiaries under the various welfare schemes belong to poorer sections of the society although they all may not belong to BPL families identified under TPDS. As regards allocations for programmes like calamity relief, etc., the beneficiaries were people affected by the calamities, etc. and included population above poverty line (APL) also. The allocation for Kumbh Mela was meant mainly to provide subsidised foodgrains to the poor pilgrims." 
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" 
2.49 When the Committee asked what are the reasons for increase in ttansil and storage losses hum 1997-98 to 1999-2000, the Ministry in their post evidence reply stated as under:-
"The transit & storage !oases have not registered any mcrease in terms of percentage lo the total volume of foodgrairu handled. In fact, over the three years under reference, it has registen.d a marginal decline. However, in terms of value, losses is due to increase in MSP and ,.,Jated costs over the years, resulting in higher acquisition co.t As a consequence, the value of losses of foodgra.ins also increased proportionately." 

2.50 When the Committee .... ked that efforts have been made by FCI to contain storage and transit losses, Chalnnan (FCI) deposed before the Committee a. under:-

"Mr. Chairman, Sir. I am thankful for the words of encouragement extended by you and also for the views expressed by Hon'ble members. I would like to say that the trend of transit and storage shortage ha. lallen.s. I, myself, am n<>I safufied with it. J presume that it is a wrong practi<;e beciiuse when one tonne loodgrain is given, it should be exactly one tonne. It should not be so that it is kept in rail wagon and it has disappeared. I have personally seen the l<>admg work and found that it suffers from various irn!gulariti.,.. This !rend hao further faUim this year. The loo• """1llS to be only 1 per cent but it arnowtls to h=W..d crore of rupees. II would be further tightened up so that it comes to the minimum. The irregularities sucli as wagons are seen full but they were not wt!oaded, are being recovered promptly. Action is also being initiated in the instances, when the sacks are being tom out deliberately. I am of the opinion that where there are more than 5 transit !os5 reports, action should be initiated there by the sending and receiving station to identify the persons in fault and take action against him-

Mr. Cl\a.irman, Sil', it cornpr;.es of thn,e major parts transit Jo!ISes, sending and receiving station md railways. Railways do not provide RR to us. You are well awan. of this problem that we an. clients of Railways and when we are giving them a daily bu•ines• of Rs. 5 crores, they should at least give "" proper RR. For that we had given them an offer frorn our side that we are ready to give a moving bridge of Rs. 15.20 lakhs but they are saying that we should also provide our staff at the station. If we have started to do all this, we will have to take over the railways In the days to come. But this is not our intention. 'Ne request through you that you recommend that we should be given proper RR. 



So far as the officers and employees of FCI are concerned, actJon 
is being taken on them. l am not satisfied with the entire action. 
We have tightened our mactrinery and if we will get your support, 
much better results would come forth. So far as storage l<J58es are 
concerned, I have seen 2-3 reasons for that. One of them is 
negligence on the part of the employees. \'k have issued orders to 
the effect that all the officers visiting the fields from the 
headquarter.; will compulsorily inspect the godowrui of FCI located 
behind this and to check the losses of other kinds. 

Like if our camp storage are not set up outside in the low lying 
areas so that these are not destroyed when it rains. When heaps 
on heaps are piled up, then it is destroyed. I ensure that all the 
officers, gong to the field, 5hall invest the god.owns. J myself inspect 
once in a week this. I will not hide this fact from you that once 
there was such a situation when the chemical meant for checking 
disinfestation was out of shock for quite some time. Now I am 
ensuring the availability of the chemical at all our places for three 
months so that our employees will not have a diance to say that 
they could not eruiilll' disinfestation due to non-availability of 
chemical and the foodgrains was spoiled. 

Chairman, Sir, our Secretary has told that storage losses are related 
to bags. We have to purchase these gunny bags from the fills. It 
is all right that it 1s an indigenous industry and it should been 
couraged. But the quality of gunny bags is poor. When heaps on 
heaps are piled up, these gunny bags are torn due to preMUre of 
the weight resulting in spillage. Our officers are a bit indifferent. 
They don't clean it fully or are not doing ;t with laying some 
cloth or terpolin. Attention is being given to this. There was 
suggestion of plastic bags for rice but it has not been approved. 
You should look into the quality and rate of jute bags. ff 

2.51 The cases ttported on account of transit and storage shortages 
during the last three years have increased from 862 to 1283. On being 
asked the measures Government is contemplating to check this trend, 
the Ministry in post evidence reply furnished as under.-

""lt is true that the number of disciplinary cases have increased 
from 862 to 1283 during the years (1998 to 2!XXJ). nu. is on a<WUnt 
ol various irregularities committed by the officials and also include 
irregularities relating to transit and storage losees. 1he tendency of 
disciplinary 'ases on account of stomge and transit losses increased 
from ?8 to 110 from 199& to 1999. In the year 2!XXJ, these have 
further increased to 2.57. 



" 
In ordu to check the increasing trend of storage and transit losses 
in the FCI squads are constituted at the Zonal/Regional/Dilltrict 
and Hqrs. levela from the Operative Divisions and Vigilance 
Division lo conduct surprise/regular checks on the Depots/ 
Railheads. During the last 3 years following number of regular/ 
surprise checks were conducted in order to curtail !raru;it and 
storage losses:-

Year 

"'" 
"" 
"'"" 

No. of regular 
Checks conducted 

'" 
"'" 

No. of surprise 
Mecl<s conducted 

"'" 
'"' 
'"" 

ToW 

""" 
"" 
""' 

From the figures indicated above, it may be seen that number of 

regular checks/ surprise checks have been """elerated in order to 
curtail the storage and transit IO!Sses in the FO." 

2.52 When the Committee aoked whether any accountability has 
been fixed for the losses on erring officials, the Ministry in their written 
reply furnished as under:-

"Whenever regularisation orders are passed by various authorities, 
subject to fixation of responsibility, on the erring: officials, copies 
of such orders are marked to the local vigil.an<e division of FCT, 
which are processed independently by them and suitable 
punishment orders issued by various disciplinary authorities after 
complying with the proc:edure prescribed for awarding of various 
types of puni8hment. 

During the last lhfff years i.~. 1998, 1999 and 2000, 9'75, 700 and 
929 disciplinary cases mspe<tively (Major Penalty/Minor Penalty) 
were initialed against the erriilg officials/officers. Out of these cases, 
78, 110 and '157 disciplinary cases respectively were initialed against 
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lhe erring officials who were found ""'ponsible for Storage and 
'Ifansit Losses. The following pe..alties were imposed on the erring 
officials including officials found responsible for Storage and Transit 
Loes<!s:-

1. Major Penally imposed During the Lut Three Years i.o. 1998, 
1999 & 2000 i• as undet: 

Nature of Penalty 

Dismissal/Removal 
Cumpulsorily Retired 

Reduction in Rank 

Reduction in nm .. 
Sea.le of Pay 

Tool 

z. Minor Pen1ltiu Impmed 

"" 

" 
"' 
'" 

With-Holding of iru=ment/ 466 
Re<:ov.:ry from pay 

With-Holding ol Promotion 9 

Censure 148 

"' 
Total (1+2)'" 

'"'Out of total penderq 

Quality Control CeUs 

"" 
' 
" 
"' 
,., 

"' 
" 
'" 
'" 
'""' 
"" 

" 
"" 

"' 
" 
"" 

"" 
253 The Quality Control Cells situakd at New Delhi, Calcutta 

and Hyderabad monitor the quality of loodgrains at the time of 
procurement, storage and distribution. Surprise inspections of 
procurement rentres, Food Storage Depob, Rail Heads, Fair Price Shops 
are carried out by the officers of these Quality Cells to ensure that the 
quality of loodgrains ronforms to laid down specificati=•/standards 
of Government of India. 



2.54 The Budget Estimates and Revised Estimates for 2000-2001 
and Budget Estimates for 2000-2001 in respect of Quality CO!'itrol Cells 
under Plan and Non-Plan head• ""' "" under:-

(Rs. in Lakhs) 

BE 2000-2001 RE 2000-2001 BE 2001-2002 

NM-Plan 38.19 "" ""' 
2.55 The iarg..ts and arltievemenls of the Quality Control Cells 

during 1999-2000 & 2000-2001 (up to December, 2000) as well as the 
target set for 2001-2002 are as UI1der:-

·~· "''"' '"'"" 20:!1-2002 

"°" '""' - '"" - ,..., 
(till Dec. 200J) 

•• lnspeclXll• o( fuod .. .. "" ., "" """" -' 
_ .. ,. "' -'""" 

; Inspection o/ Rail "' ,. no •• 
""" • lrupection of Fair "' "' "" "" ......... 

' lnspedion of lfue .. ., '® 
Milb (•t the limo 
of Delivery of rice) 

' Investigation of • 
""'" 2-56 The oJficenl of Quality Control Cells at Deihl. Calcutta and 

Hyderabad had found. oome ahortcoming in the Food Storage Depots, 
when the Committee de9ired to know follow up action has been takai. 
in this matter. the Ministry in the written reply furnished as under:-

"The lacunae/&hortcomings noticed by the officen of the Quality 
CMtrol Cells during the course of their inspection of food stor~ 



" 
depots, have l>een couununicated to the conterned authorities of the storage agencies at appropriate level for taking necessary "'1Iledial measure<. Some of the follow up action a... as follows: 

(1) In compliance with the inslructiof\s of the Ministry on different oc:.:asions, the hygienic conditions of the ewe depots al Saharahpur and M=affamagar in U.P., Miraj, Koihapur and NasJk in Maharashtra; FSDs Mulakunnathukavu, Otaiakudy, Kundara, Karunagapally, Angamaly, Coch.in. Valliyathura and Jea.zhakuttont in Kenia; P5D Udupi, Mysore, MaddUI', Nangangud and K.R. Nagar In Karnataka; FSDs Sikaner, Ajmer, Nagaur and Sriganganagar In Raja•than have improved and ail the \nf.e!lted stocks of foodgrairu have been fumigated. 
(ii) On the instructicm of this Mln.istry ~ in M!bruary 2000, unmediate supplies of ~ were inade in various depots of FCI district Raipur in M.P. i>-ides, the damaged rice stocial lying: in FSDs Ba.ghbahra and MandUhasud in FCJ district Raipur have been disp<>Sl!d of 17,504 Mts. of lower category rice stocks haV<' be<'.<\ liquidah!d in this district. 454 Mts. of damaged stod<s of rice has been disposed in PSO Kollam In A.P. Lower ('D') quality of rice In this depot has beetl disposed of. 

(iii) During the inspection of levy rice stocks being ttceived by the Fd in Krishna, West and East Godawari di•tricts of Andhra Pradesh by an offi"'r of Ministry from 25.12.1999 to 8.1.2000, out of 189 samples of raw and parboiled ri..,, 90 samples were found Beyond Rejection Limit (BRL). Acr:;on has been initiated against the delinquent FCJ officers by the nianag.:mrot." 

2.57 During the inspection of Fair Price Shops in 1998·99, l ffl·200J and 2000-2001 (up to De:eml!er), 55.32 and 65 samples were fotmd beyond PFA norms. In &<>me shops, type sealed samples were not found. COIIlpla.int registers were not ll'laintainl'<l. When the COl!>llli~ asked ·what ill the ~ in this matter till date, the Mmiatry in the written reply furnished as under.-



The following steps have been taken by the Government m this 
regardo-

(i) Beyond PFA rice stocks being distributed under TPDS were 
found in Kesinga in Kalahandi district of Orissa. On 
investigation, the origin of such stocks was found to be FCI 
district Ferozepur in Punjab. As a follow up action, two 
category I, 10 category II and 23 category m officers/offu:ials 
of FCI district Ferozepur m Punjab who had despatched 
inferior quality ri<'<' stocks to Orissa during September 1999 
for TPDS have been charge sheeted under major penalty. 

(ii) The matters regarding non-availability of type sealed samples 
of foodgraino and complaint register were brought to the 
notices of State Government of A.P., I<erala, Karnataka and 
NCT of Delhi for taking necessary remedial measures. 

(iii) On the advice of this Ministry, the State Govemments of 
I<amataka. and A.P. vid~ their cm:ulars dated 14-12-96 and 
31-.!l-99 respectively reiterated their strict instructions to their 
field officers that type sealed samples should be displayed 
at the FPS for the benefit of consumers. 

(iv) Ample opportunilles ""' provided to the officers/officials 
of the State Governments to inspect the stocks of foodgrain.s 
prior to lifting from the FCI godowru after fully satisfying 
themselves iibout the quality. Instructions have been isaued 
by this Depo.rlment to the Food Secretaries of all the State 
Governments that an officer not below the rank of Inspector 
should be deputed to check the quality of foodgrains before 
lifting from the FCI godowns. 

(v) Inspection of fair prke shops by the QC offkials of the 
Ministry have been stepped up. Besides, the Area Officers 
are also inspecting the FPS for cheoking inter a/U., the quality 
of foodgrains being issued under TPDS during their visit to 
the States. 

Non-iosuable stock of foodgraine 

2.58 AU stocks of foodgrains held by the FC1 are divided into two 
categories, issueable stocks and non-issueable stocks. Isoueable stocks 
are fit for human ronswnption and withm PFA standards. lssueable 
stocks are categorized as A, B, C and D deperiding on the percentage 
of brol<ens, dis<:oloured gra.ins, chalky grains, red grains and dehusked 
grains. Non-issueable stocks are unfit for human consumption and ore 
categorized as Feed-I, Feed-D, Feed-ID uid for industrial use, manure 
and dumping. 
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2.61 When the Committee asked what steps have been taken to 

di•post' non-issuable stocks ot food.grains, the Ministry in their written 
reply fumiohed u under.~ 

Following step" have been taken to dispooe of rum-Wuable stock>: 

1. On 16.1.2001, this Ministry ha5 instructed FO to release 
food WegOI)' foodsrains, free of coot. to the drought ·affected 
States of Chhattisgarh, Gujarat, H!machal Pradesh, 
Maharashtra, Madhya Prade,sh, Orissa, Rajuthan and 
UttarandiaL 

2. A quantity of.5,500 M.T. of Feed Category foodgrains has 
been allotted to the Animal Welfare Board, free of cost, for 
distribution in the States of Gujarat, Rajaslhan. Madhya 
Pradesh, Orissa. wd Chhattisgarh. 

3. The Chief Secretary, Government of Gujarat h"" been 
informed on 28th l'ebruary, 2001 that lh"e feed category 
loodgrains i!ISUed, free of cost by FCI, can be utilized by 
them for the Earth Quake affected aJeflll also. 

4. The reserve prices of non-issuable foodgrains were revised 
downwards on 23.6.2000 to expedite their disposal. 

5. FCI has carried out some modification• in the exisllng 
procedure. Aa per the new procedure, lo expedite the lifting 
of tendered feed category food.grains, the earnest money to 
be deposited by the tenderers for purchase of snch 
foodgrains has been raised from 5% to 10% of the tendered 
value. In case of SSl writ,. this deposit h;u; been raised 
from the existing 1% to 5%, without any upper limits/ 
ceiling. Earlier, the tenderers did not lift the tendered 
quantities, since 5% of the value was not much of a financtal 
loss to them. Raising of the earnest money is expected lo 
improve lifting by the tend!!rers. 

6. On 26.2.2001, the existing procedure for disposal ot f-1 
category foodgrams was relaxed. It was provided that if 
the highest rate received in the tender is found lo be below 
the prearnbed re9"1Ve price, the tenders can be ac<:epted 
and sto<:ks di5pooed of by the Senior Regional Manager of 
FCI, with the approval of his higher authority i.e., the 
concerned Zonal Manager. 



n 

2.62 Non-issuable stock of foodgrains are lying in dlHerent godowns 

of FO. Out of which 3921 Mn are of Industrial use, 5995 MTs are of 

manure use and 1933 MTs are of dumping. When the Commtttee asked 

what are the rea•ons for delay in diaposing these foodgrains, the 
Managing Director (FCij deposed before the Committee as under.-

"You have rightly said that there is inordinate delay in dumping 
of non·issuable slock of foodgralru. The main rea•on behind delay 

was this specific instructk>n that State Government, municipal 
committees, Panchayats and '°""1 bodies woukl be oonsulted before 

dumping whether they are willing to accept it or not. l1tls was 

main reasons for delay. You will be glad to know and we have 

also mentioned it in our reply that all those instructions have 

been chllnged now, we have issued instructions that municipal. 

committees and local panchayals should be made formal offen for 

dwnpable stocks and if they fail to reply it wtthin ten days it 

should be dumped at the expenses of FCI. I would like lo assure 

you and as Hon'ble Chairman has desired day before yesterday of 

that 1.37 iakh tonnes of foodgrains should be lifted within three 

months. H='ble Chairman orders will be obeyed and I would 
like to inform the Committee that the work pending since a long 

time would be oompleted." 

2.63 When the Committee asked what is the storage oost for 

1933 Mr ()f foodgrain categorie for dumping and why these foodgraiN, 

for dumpins, has not been dumped as yet, the Ministry in their post 

evidence "'fly submitted the following:-

''lh" storag" cost of !hes.. stocks works out to about Rs. 8 b>khs 
per year. The process of downgiadation of stocks and their disposal 

is a continuous one. The procedu"' for disposal/dumping of stocks 

unfit for animal consumption has been simplified recently. 

The FCI ,.,gions have been instructed to dump such stocks on 

priority." 

Export and Import of Foodgr.W.. 

2.64 The EXIM POUCY in respect of various rommodlties including 

foodgrairu; is dedded by the Ministry of Commerce and Industries in 

consultation with the Ministries/Departments concerned. Accordingly. 

the EXIM POLICY in rei;pect of foodgrains is finalized by that Ministry 

in consultation with the Ministry of Agriculture and the Ministry of 

Consumer Affairs, Food & Public Distribution. 



:Z.65 As pe< the cwtent EXlM POLICY, the position regarding expo.rt a.rut import ol f<><>dgrains is as follows: 

l'olicy &. Cond.itlons bl.allng to the PoJicy 

' 
"'" ~ hrrcrt lhroPgh JU Import duty-M ouf S-4.200l. 

Ri~mrfi 

!lJ% or mm ~ fmely 
>\lowtd. Other b.miati ri."e---tmporl 
'3Nli1i!d "-gh FCl Jrnport du~ 
"" /lushd lbmwnl no:. ard ~ ""' and 70% "" --miled ind whlllly mil9i 00 ruf i~.2001 

50'!, or -~and -.m ni 
ams. ·~ ~ ol!<>offd. OtM nc. import awlQed ltrmlglt JU 
~rt duly---80'!:o "" h"'"'-11 (brcwP) no:. aM bn:l<"1 !lo! and ~ on .....i-milled 
and wtdly mi!ltd m w.lf 5.Ul'-00. 

"""' 
Car.aliM;L ""fort ~ JU illlWMr, impwt by Roller Rotir Mils lither diredly 
"' ~ Sl'C/Ml«iC/l'IIC for millillg pufjlOOel is ~ !!llpOI\ d uty-rm. "'-ef LJ2.W. 

WW! frodultl 

li;sttirb,d. Not penni!BI to be ....... ...,.,,1 against 00..C. or m 1~ 
widi public ,.me,,. 

' 

Rir..a.mti 

"""'· f.oVo"- all<>'lltl!. ~ to ~lion of coritnob widi Agricllllunl and ~ food Products &port ~ Aulhority '"""' 
"""'- Exp<d ~ IUbjP;1 to ~ of ~ with APIDA. 

-bjxlrt &.tfy i!blltd • to ~ c.ilingi: IS 1111)' be lfJlifie:I by ~ of 
~ iOCl'J') &mn tin to time lni 
~ Alkxallnn (fllilkli! illlwd by APS:IA. fur lhe 1!M 2[KM).200], • ~ ol 20 lakh !.fro bas bei!n fixed. --... 



' ' 
com.gnu.. Coa1Hgnio;o 

Canalwd. I"1'¢rl thn"1gh Rl Export frttly .U.-d subject kl qoantililti'• 
<'<'ihngs as ""Y be nobli.d by ~t ol 
Commer"' (OCFT) from time kl h111• and 
~ Allocation CertiliC4te 1'sued by 
Al'EDA. For the year 2INMl-200J, , "'iling ol 
25,0Cll Mr• has bem fixed. HowMr, exprul of 
Hyt.id /owar produced .. Kharil crop "' tre. . ... ~ ~ 

F,.. All l)'(ll5 includitiJ flllw mad. !hl!mmin !<=pl 
!hose io CMliumer pocb upto 5.00 Kg.) 
Restrided. E>porl pmnitted under li<ence. 
Exprut o! pull<• in coru;umer pocb upto 
5.00 Kg is i... 

rolicy on Import &: ll>;port of Wheal and Ric., on Government 
Account 

2.66 In pursuance of policy decision, the Minisby J><"rmitted Food 
Corporation of India to ofkr wheat for export at a price equal to the 
ec<>nomic cost minus two years' carrying cost but not lower than the 
OP for BPL category. 

2.67 This decision was <omm.Wlkated to the Ministry of CommeR:e 
(and through ii, to STC, MMTC & PEC, the public sector enterprises 
under its control), as well ;u to the Food Corporation of India for: 
exploring the possibilities of export of wheat in the intemational market. 
The Govt. ha• 80 far nominated three public sector agencies, namely, 
the STC, MMTC, PEC and two Government Agencies viz. NCCF and 
NAFED for undertaking export of wheat from the Central Pool A 
quantitative ceiling of 20 lakh metrk tonnes was fuced for the purpose 
of export of wheat in the year 2000-2001. The export price of wheat 
was fixed at Rs. 4150 per MT. A quantity of 7.14 lakh MT• of wheat 
has been issued lor export by fCI up to January, 2001. 

2.68 With effttt from 20th December, 2000, Government has 
authonzed FCI lo offer 20 lakh MTs of rice for the purpose of export 
uplo 31•1 March, 2001. 1he cul off price for delivery of rice for export 
is to be determined on the basis of tenders. Fe! has invited bids for 
export ol rice in January, 2001. 



2.69 As cm date, there is no decision to import foodgrains (wheat illld rice) on Government account during 2001-2002. 

Removal of Quantibitive ~ons (~) 

2.70 More recently considerable <Xl<lcem has been ex~ on whether Indian agriculture would be adversely affected by a flood of subsidised imports under the WTO regime. QRs have been removed with effect form 1 April, 2001. One of the problems that is likely to arise is th.at sudden and large fluoctuations in wOrld prires may pose a threat to agrintltural producers in India. 

2 .71 There is a fear among the farmers that after the removal of QRs on various agro-items they will not be able to compete with their import that will be much cheaper than the praent rat... prevalent in the domestic market The Punjab Government has specifically mquested the Governnw'lt of India to Impose anti-dumping duties on wheat and milk products to protect the interest of farmers. 
2.72 Indian has generally bound its tariffs on primary agricultural commodities at 100'/'o on processed items, at 150% and on edible oi!s at 300%. But import duties have to be calibrated keeping in mind domestic availability and also consumern' interests. 
2.73 When the Committee aohd about the import on foodgiahls scenario in the "Owtlry after removal of quantitative restrictions, the Ministry in their written reply submitted as wtder:-
~Recently, against the bad:drop of the removal ot quantitative restrictions (QRs), there have been apprehensions that domestic agricultural production would be adversely affected. The Government have, therefore, put in place a suitable mechanism for monitoring the import sensitive items, and are conunitted to provide adequate p:to'<ection to the domestic producers by resorting to various WJD compatible measurei which include appropriate calibration of applied tariffs within the bound tariffs, anti-dumping and safeguard actions, as well as lJnf""'ition of <;"OUnl>!rvailing duties under specified circumstances as provided in various WTO Agreements. Government have also set up an inter-Ministerial Group to assess the impact of removal of QRs and to suggest corrective measurei. 



" 
2.74 Supplementing the above, during official evidmce Serretary 

(Department of Food and Pubfu; Oistributton) deposed as under:-
lhis is done by the Ministry of Agrirulture. So f;u as my Ministry 
is concerned, I am providing the information with regard to the 
maximum duty which can be Imposed. I have informed that on 
wheal we can go up to 80 per cenl We "an <:heok the Import by 
this. If we will impose more duty, then the price of imported 
commodities also mn.:-ues. PR'Selltly, ii is 42-50 on wheat and we 
.,.. making it 80. We have talked to the Mll'llsler and we are 
sending the proposal Furthei; it wu said fuat almady 80 and 
70 per cent duty has been impose<1 on rice and ii was 60 per cent 
on sugar as on 9 February, 2000. It was 40 pill" cent before that 
and 25 per cent prior to th.al l'Ve can go up to 150 per cent in this. The import of sugar was more than 11 lakh tonne last year 
and when we have imposed 80 per cent duty this year, the import 
of sugar decreued to Jess than 23,000 tonne by Oecember. We can 
make further hike in this also. F~ we can go up to 150 per 
cenl In """" we fail, ii is necessary to protect our indigenous 
industries.~ 

Construction of Godowns 

2.75 The plan targets (both physical &: financial) during the 
9th Five yeu Plan and the per=1tag.. of achievement so far is indicated 
below:-

••• pt,ysic<l (in hlh """"") FlnanriaJ. (Rs. In <:roJei) ......... 
Adlit;w""d .... - - .. - _, ... ·- ·~ l.18 '"' ·~ "' ""' "'"' on ~ "~ = m '"' 

""~ •• "" 19.00 "" "' ·~ ""'' ... '" "" ••• "" ·~ ,....,, 
a.c (Rn.) ,..,_= LIS O.M """ "" "" Ill'° .....,, "" "' "" ,,,, 

(upto , .... 2001) (lvlO Jm. 2001) 



2.76 The storage capacity available with FCI as on 1.12.2000 was 
300.30 lakh tonnes and with ewe is l!U54 lakh tonnes. further, the 
State agencies proruring on behalf of FCI or uru.iertakmg decentralised 
procurement had a capacity of 137.84 lakh tonnes. These a.e: 

(in lakh tonne) 

Ow~d Hired _, 
FO 150.61 150.09 ""·"' ewe "" 15.68 .,.,.. 
SWC; • 87.01 "'" 137.84 

519.08 

2.77 The stocl<s of foodgrains available with l'CI as on 1.3.2001 are 
as under: 

Figures in lakh tonnea 

Grains With FCI With Stale Tool 
A-"' 

Rice ($) 186.80 "~ 232.24 
Wh~< 95.22 137.81 rn.oo 
Coarse-Grains '" 0.00 us 
ToW 284.27 183.25 467.52 

$ = Rice in.:lodoo paddy In "'""" of Rice 

278 The Government prnpoeea to procure about 112.00 lakh tonnes 
of wheat during coming cabi season and is also pwdwllng about 
163.67 lakh tonnes of nee. When 467.52 lakh tonnea of space is atr-dy 
occupio:d, on being asked how and In what manner Government will 
be able lo slon! these foodgrains, the Ministry in their written reply 
has furnished as wider:-

"FCl hD• a total cap«city (owned, hired. covered and CAP) of 
about 31 milliori tonne as on 1.3.2001 as against the stocks of 
28.9 MT. Procuring States of Punjab, AP., Haryana and UP. a.e 
creating additional storage capacity which would be hired by the 



" 
FCI and about 3-4 million tonnea capacity Ill ei<pe:t>!d to be available to FCI by th" next kharlf. &.poru of foodgrairu and off-take under various scltemetl would also ttduce the stock inventory. FCI has sUC<'eMfully met the increa!ied demand of storage capacity due to unprecedented procurement of foodgralns and decline in off-take this time and ii would be the endeavour of FCI to ensure that there is no problem of •torage capacity in the proru~t of foodgrains on Central Pool Acrmmt.N 

2 .79 Wt\= the Commltree asked about the requimrlent to cr..ate additional number of godowns In different States, the Ministry further submitted as under:-

"FCI creates additional storage capacity considering ils requirement ba!ied on the trend of procurement/off-tale in two ways ;_,,. by construction of its own godowns at the most strategk locations during the 5 Year Plan against the budget allocation by the Government of India and serondly by hiring godowns from the Central Warehousing Corporation (CWC), State Warehousing Corporati0>1 (SWC), State Go""'1'1menl and private parties. Based on the presertl trend of ~ and the Inventory of stocks with FCI on Central Pool Account, a target <>f creation of about 6 Jal:h MT conventional godowns under private participation Scheme al 78 centNS In 14 States has been proposed. 
In this regard a Notice inviting "Expression of Interest" from entrepreneurs for development and operation of conventional storage godowns, for storage of foodgrains under Bu!ld-Own-Operate (ll(X}) scheme has been published in the Tunes of India dated 12th March, 2001. 

National Policy on Handling, Slorag" and Transpottalion of Poodgralns 

2.80 In Older to reduce storage and transit losses at farm and commerrial level, and to moderniu the system of handling, storage and transportation of the foodgrains in lndia, the Government announced on 20.6.2000 a National Policy on H..ndling Storage and Transportation of Foodgralru The objectives ol the poltcy are:-
(i) Tu feduce storage and transit losses at farm level where about 70% of the total foodgrains production is retained and ronsumed and also to erux>urage the farmers to adopt scientifk storage methods. 



" 
(ii) To modeTnize the system of handling, storage and 

transportation of the foodgrain p~ by the Food 

Corporation of India (!'CI). 

(iii) To harness efforts and re•Ources of public and private 

oectors, bolh domesti<: and foreign, to build and operate 

infrastructure for introduction of bulk handling, stor.tge and 

transportation of foodgrains In the rountry. 

2.81 'The salient features of the policy are:-

(i) Creation of integrated bulk handling faalitM:s wU:h silos of 

large capacities for wheat along with testing facilities for 

quality control at identified central lo<ations in producing, 

consuming and a feW port towru; for storage of foodgrains 

procun!<l by FCI. 

(ii) Theo@ facilities including the facilities for bull< transportation 

to these CH>lres through specially designed top-filling-

bottom-discharge wagON to be created and maintained in 

the private sector under !he overall coontination of FCl. 

(iii) FCI to guarantee utiliu.tion of these facilitie:l to the extent 

of 100% for the first year and 75% for the next ten years. 

{iv) Bulk grain handling has been accorded the status of 

infrastructure and various fiscal incentives for participation 

of private sector in creation of bulk handling infrastructure 

have been extended. 

(v) The private sector will also be ....:ourag.,.f to build godowns 

in which they will store and maintairl food grains procured 

by the government agencies, for which they will be entitled 

to storage chalges. 

2.82 M/s. RITES hll6 been appointed as a Consultant by the FCI 

for the selection of Developer cum Operator through a process of 

IntematiOTial Competitive Bidding (ICB) for bulk handling, storage and 

traruportatiOTI of foodgrairu; facilities at identified locatiOTis. 



2.83 When the Committee asked about the breakthrough the 
National Policy of handling. atorage and transportation of foodgrall\$ 
has achieved so far, the representatives of Ministry stated as under;-

N As you know, the National Policy on Handling storage and 
transportation of foodgrains was notifiM on 4th of July, 2COJ that 
was after the Committee met last lime. This policy seeks to reduce 
storage and transit loases of foodgrains and lo modernise the 
oy•tem of handling storage and transportation of foodgrains 
procured by the FCI. The policy also envioages harnessing the 
efforts and resources of the public and private aectors, both 
dome•ti< and foreign; the identification of location for ,..tablishment 
of integrated bulk handling and storage facilities under this policy 
is under fin;ilisation. Hereafter bids will be Invited from interested 
parhes. 

I would like to tell that the sites selected by Fa are in the 
procuring States of Punjab and Mary.ma i.o. Nabha, Bamaia and 
Moga in Punjab and s;,..,. and Ka.ithal in Haryana. FO is to make 
sib>s of 3 lakh tonne capacity and so far as consuming States are 
coJ\cemed, they can make it al Hugly in West Bengal, at Chennai 
and Coimbatore in Tamil Nadu, at Bangalore in Kamatal;a and at 
Mumbai in Maharashtra. Thill will be of two Iakh tonne capacity 
in Maharashtra. Thus, the proposal is for 21 Wch tonne. Tender 
documents have been finalised. The Executive Committee of FCI 
have e~aminM it. Information of three or four points have been 
sought for. We will consider it and then submit a report lo the 
Government after which tenders will be floated and work will be 
done on the basis of the tender. 

$ir, in the policy we have decidM that we will take up the silos 
capacity in 20 \fX8.tions all over the country. Some are in producing 
areas and some are in consumer areas on the towns for the purpose 

"'~-
Sir, we have decidM to do it in phases. In the first phase, we 
have decided that 7 to 8 locations involving i million tonnes 
capacity will be wnstructed. Now, the tenders. will be invited. It 
will be an international competitive bidding. A lot of people are 
expected to participate from the international market. Once the 
tenders are received, We will shortlist thmt and then we will ask 
them lo demonstrate their technical and finanaal capabilities. We 
will be evaluating their proposal." 



" 
Centra1 WarehoWling Corporation (CWO 

2.84 The percenlagt' of achievement of plan target relating to 
corulructmn of warehouses during the last five years is given .. 
under.-

Physjal (in lakh Ml) Financial (Ro. in """"') 

,,. '""' - ,...,. ,......., 
'""' •• 1.ll9 (121%) 21.00 19.11 (91%) ,,.,.., ;.oo 1.35 (135%) ••• lS.24 (126%) 

'"'"' ••• 1.54 (110%) "" ~JM (131%} ,...,, '" 1.66 (101%) 3'00 51.93 (162%) 

19W-21XMl "' 1.96 (11)1%) "-~ 56.41 (90%) ,..,_,,., ,00 •• ~.00 ••• 
(uplo Jon., 2001) (upto ]an., 2001) 

2.84 (a) The <»parity utili7ation during 2000-01 as on Mardi 1, 2001 
was 86%. Region-wise capacity and its utilization as Oll Ma..:h l, 2001 
a"' as under:-

' 
Ahemadabad 

Bangs.I°"' 

Bhopal 

Bhubaneshwar 

Ko\kata 

Chandigarh 

a,.,,..; 

TuW 
c.p.ct~ 
(in MT8) 

' 
4293S3 

389561 

"""' 
'""' 
"'"' 
"'"'" 
"'"' ""'" 

Capacity Percentage of 
Utilisation Utilisation 
(in M'lll) 

' ' 
'''"' " "'''' " 
712520 " 
""'' " 
"""' " 
"'"" " 601416 "' 
249461 "" 



' , ' ' 
Gowahati """ """ " Hyderabad 12()2613 1159374 " Jaipur """ 196142 66 
Kochi ''"' '"" " Lucknow 9190711 """ "" Mumbai """" '""" " Na.vi Mumbai "'"" ""'" " Paru;hkula '""' "'''' "' ''"" """' 113319 " Tow """" 7218341 " 

2.85 The Central w~ Corporation had taken the following meuures to increase its profitability during the ye.u 2000-2001:-

(i) The main focus of the CWC has been to Increase the storage 
capacity and its utlliza.tion. The storage capacity, which was 
74.79 lakh MT on Ma,.,,h 31, 2000, has lnaeased to 81.43 
lakh MT on Jmuary 31, 2001. 1he average utilization during 
2000-2001 is estimated to be 64.02 lakh MT as against 56.79 
lakh MT during 1999-2000. Accordingly, the pen:entage of 
utilization during 2000-2001 is expected to be 813 as against 
77% last year. 

(ii) CAP capacity of 4.()6 lakh tonnes has been added during 

""""'' (Iii) With a view to controlling the establishment cost, no fresh 
m:ruitmenl ill being undertaken hy the Corporation. 

(iv) The Corporatlut has proposl!d to introduce Special Voluntary Retirement Scheme with the aim of reducing the 
establishment eost. 

(v) The ewe hu taken up long haulage of containers m Delhi-Mwnbai. sectm-. 



The income and profit of the Cotporation for the last five years 
~ a.s under:-

(Rs. in crores) 

Yeu .. _ 
Profit 

''95-% "'·"' "'·" ,_,, 
'34.68 84.95 

1997-98 "'·" 67.73 
I99S-99 ,,, ... 41.50 ,..,._ 276.34 .,,,, 
=-0, 315.33 56.26 
{expected) 

2.86 The profit of ewe in 1996-97 was Rs. 84.95 crore. In 1997-98, 
the profit slwnped at Rs. 67.73 crore and to a level of Rs. 41.50 crore 
in 1998-99. In this connection when lhe Committee enquired of what effort!; are being made to bring back the profit of organization to the 
level of 1996-97, MD(CWC) depoaed before the Committee as under: 

NHon'ble Sil, you have rightly 9llid that !here was a declining 
trend m it. Lut year when lhe Conunittee discussed it, they asked 
why it was mabng Jes. profit and directed us to take steps to 
1rtCrN5e the profit. lletore I go into the details of it, I would like 
to bring to the notice of the Committee two or three bask things 
which had affected our profitability. The mo..t Important reason of 
it was that there Willi a virtual """1opofy of ewe for several 
years on ru•tom bonded btlslness and !CD/CFS business, but when the policy of llberalisation and globalisation was adopted by the 
G~t, privai.-~ was made totally free fo:r bonding. 
Then the rate of duty was reduced. After that, if there was delay 
in cu•ton'ls, interest was to be changed on the duty, and it 
happened. Thus, for these thtte or four reasons lhe work which 
was earlier in the Government sector only and which was done 
only by Central Warehousing Corporation and Container Corporation of India, has now come into the private sector resulting 
in decrease In profit. Up to 1996-97, only 1994-95 PSU and 6-7 
private OO!npanies have 5UCh penniss.lon, but after 1998 within a 



.. 
span of three years 120 parties were giv<>n permission and out of 
them 24-25 private parties also lncluded multinationals such as 
the world's largest marks, sealands etc. which got permission. 
Forty-one per a.nt of our income in 1996 was bounded/CFS 
income. For example if our income was Rs· 230 crore, then our 
loss in in«>me was 41 per cent ol it i.e. Rs. 95 crore, custom 
bowlded, JCD/CFS business which was the most profirable segment 
and was highly profitable, 91 crores was from the custom bonded. 
JCD/CFS business, whicli is a hlghly profitable segment As a 
~ult of its going to the private sector, its share has reduced lo 
25 per ce11t of our tum over. We also know that n'""t year too, we 
are not going to make more in<'ome. Sir, in view of this, we are 
taking recourse to diversification and taking up in other -· 
Besides, there was a slowdown of economy also. 

Sir, 18 PSUs of training illld marketing serv!Ces are number two in 
1998-99 and 1999-2000. MMTC, SlC, Cotton Corporation and CMC 
etc. are such 18 PSUs whim have shown an increue in 1999-2000 
as agaiiist 1998-99. This Is about Rs. 10 crore of STC whereas oun 
is Rs. 7 crores. I am pleased to say that during 2000-2001 our 
turnover wiU be Rs. 315 crore and our net profit would be about 
56 per =it. 

Sir, I am also pleued to say that in the light of the fresh results 
ol January which has come up before 1.111, our profit may be between 
56 &l1d 60% instead of 56 per cenl The ultimate result would be 
mOll.' profit in 2000-2001 as against 1996-99. 

Also, the question arismg as to when Wi! will reach up lo 
1996-97 level The IJI051 important is that Wi! have kept the Mme 
staff strength but have incttased our capacity up to about 
9-10 lakh ton. Not a single manpower has been added. Bes.id"" 
this, the Boan! of DirectoIS have approved the voluntary retm.ment 
scheme. We have sent the Mme to the Government. 1f it got 
approved the same trend remains and the same strategy exists, we 
hope to reach that level in a year or two. 

SU, the gr-ea.test difficulty we an' facing is that we an' not able to 
provide a Aingle window service to the exporters and importers. 
Exporters and importers come to us. Recently, a few months ago, 
the Government have announced a policy to develop LCL Hub, 
which at present, is in Singapore and Dubai only. To counrer this, 



" 
the Government has said that they would like to develop OMPT 
(lawahar Lal Port) for LCL Hub. Now for this, it is necessary not 
only to provide ICD(CFS facility to the exporter.i and importers, 
but also that w.. ounelves take them to the LCL Hub point In 
case of c!earanct! and rustoms. The existing practice is that we do 
the fonnalities In CPS and then by mad transfer it to the container 
corporation whkh In tum take it by rail to JNP and finally it 
again romes down to CFS. We have installed 10 trollers on an 
experimental basis the result• of which are highly encouraging. 
We want to review them to take farther." 

2.87 Further, Secretary (FPO) informed the Committee as under:-

"I would like to submit that as far as the buslne$ of CWC is 
concerned, at present CWC cannot enter into a joint venture with 
any private rompany or with the corporation. CWC cannot 
ronstruct the warehowies abroad. These are the restrictions imposed 
on ewe by the Warehousing Corporation Act. We are going to 
amend that Act and a proposal in this regard is going to the 
Cabinet." 

~guluitiu in ewe 

2.88 The Ministry has informed that CBI, New Delhi has registered 
a PE No. S{A)/99-DLI dated 15.3.99 against Maj. Gen. l<ulwant Singh, 
Ex-MD, Sh. Ajay Khera, CM and Sh. R.C. Aggarwal, RM, Mumbai 
and M/s. lspat Metbllk India Ltd. (IMIL), New Mi,mibai, for undue 
pecuniary advantage of Rs. 48.86 Iakhs lo the M/s. IMIL by way of 
reduction in storage charges from R& '1:71- per sq. mtr. per week to 
Rs. 19/- per sq. mtr. per week at Do!vi. The said PE has been converted 
to RC vide No. RC-DAI-1999-A--0063 dated 29.12.99 the CBI have seized 
au the documents. 

2.89 The CBI have iilready summoned the concerned olficials and 
obtained clarifications from them. Their final report is awaited. 

2.90 Maj. General Kulwant Singh, l!x-MD, has retired from service. 
Shri Ajay Khera and Shri R.C Aggarwal, are functioning as CommHcial 
Manager (Planning) and Manager (Qwillty Systems) Mspectively. These 
are non-sensitive posts. 



" 
2.91 When the Committee de•ired lo la!ow about the irregularities 

rommitted in COllll"Ction with Dhun wardtouse in Punjab, the Ministry 
in their post evidence "'ply furnishOO as under:-

"Dhuri had heen used for storage of paddy during 1994-1998 and 
has been thereafter closed: 

(i) Unscientific storage practices were followed whlclt resulted 
In damage and abnormal storage losses of paddy stocl<s. 

(ii) A sub-Committee con•isting of three members of BoD 
investigated the matter. 

(Iii) Smt. Manju Verma, the then Regional Manager and 
Shri R.K. Sikka, the then Warehouse Manager, have been 
charge-sheeted for major penalties and inquiry is in progress." 

2.92 On being asked whether 10 trucks have been purchased by 
c"rporation during the last two yean and while the laid.down purchase 
procedure of the C"'f'Oration have been followed, the Ministry in post 
evidence reply furnished to the Committee as under:-

"ln order -to provide single window service to exporters and to 
retain and increase CWC's market share of rontarner business, the 
high technology tractor trailers of Volvo India Ltd. were put on 
trial for two months on experimental basis. Based on the 
.s.atisfactory results achieved in terms of cost and hme, a decision 
was taken lo purchase JO tractor trailers in the first stage for 
movement of containers between !CD, Patparganj and CFS, JNP. 
Though the tractor trailers were purchased by the CWC, it was 
decided not to handle and transport departmentally. The operation 
and management of the tractor was also given to M/s. Volvo India 
Pvt. Ltd. The cost of 10 trailers was Rs. 2.7 crores. This being a 
proprietary item, no tenders were invited. As per the delegation of 
powers, such power rests with the Board of Du,,cton. Therefore, 
a proposal was put up for purchase of 25 tractor trailers to the 
BOD on May 24, 1999, who approved purchase of 10 tractor trailers 
in the first stage and directed more purchases lo be made on 
review of the performance of the 10 tractor trail"1"s. One of the 
conditions in the fixation of the rate was that the Company should 
not have sold any tractor trailers al a lower rate to any one, that 
supplied to the Corporation. 

A proposal had bei.'n put up to the Board for plll1:hase of 15 more 
tractor trailers which has been approved in principle. Detailed. terms 
and conditions of the purchase would be put up to the Board 
again for their approval after which furth<.r purchases would be 
made. 0 
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2.93 Detailing furthu about the i?regularities detected in the 

corporation, the Ministry has informed that ewe has been taking 
actions agaWt 99 case• Di irregularities commited by their employees 
during the Last few years. However, in •ome cases the case has still 
been not finalised after lapse of 7-8 years. In this connection, when 
the Committee uked what steps ha"" been taken by the Government 
towards prompt action in such eases, the Ministry in their post eviden<'e 
reply have submitted u unden--

"Following steps have be@n/are being taken for prom.pt action in 
•uch cases:-

(a) Monitoring of cases at vari<>u• levels including the BoD 
and the Ministry. 

(b) Best Management Practic<. on inquiries issued U.corporating 
CVC Guidelines/ProvlslOils of Staff Regulations. 

{c) Thalning of office .. for !Os and POs. 
(d) Proposed amendment to the Staff Regulations for 

appointment ol retired Government Officials as 10. 
(e) Regional Managers have been made mgponsible to ensure 

timely completion of inquiries. 
These measures have ~Y shown a stgnificant reduction in 
average tun.. taken In completion ol case. from 43 months during 
1990-91 - 1997-98 to 17 months after 1998-99 onwatds." 

2.94 When the Committee asked about the details of austerity 
measure• that have been taken by the corporation to reduce the 
establishm"'lt/administrative expenditure, the Ministry in their written 
reply has fumished as under'.-

"In order to rontro! the establishm""t cost, the CWC has decided 
not to make any fresh recruibnent of staff in spite oJ. s!Dstantial 
increase in the mpacity. The total number of employees is likely to 
come down from S676 as on 31.3.2000 to 8562 as on 31.3.2001 as 
a result of normal retirement. As such, the percentage of 
establishment cost to the tot.Ii turnover is expected to come down 
from 53% in the year 1999-2000 to 51J7'% in the year 2000-2001. ln 
addition, a Voluntary Retirement Scheme, approved by the BoD, is 
under the consideration of the GovMnment. 



.. 
The CWC hu gone far a ialge-scale computerization in Regional Offices/C<»porate Office and also for ISO ""rti&ation. This has resulted in marginal ino..ue in the administrative expenses from 4.2% of turnover <n the year 1999-20'Xl to 4.6% of the turnover in the year 2000-2001. However, the CWC have now Jssued instructions on Mardi 22, 2001 to ;tll the field Wlits to impose a mandatory 10% cut on all controllable budgeted expmsi.s, the impact of which would be known in the next financial year. ff 

2.95 All the appciru:tnents in CWC made from January I, 1989 were to be govemed on IDA pay scales as per the DEP O.M. dated 12, 1990 issued in the light of the Supi:erne Gun judgement dated May 3, 1990. These, after fonnulation by the administrative Ministry, Wen,> to be sent to the DPE for: approval. In this context, when the Committee asked what steps have been taken by the Corporation and the Ministry to bring the employees appointed during January 1, 1989 to June 12, 1990 lo IDA pattern and whether the matter refem;d to the DPE for approval and if so, what are the comments of the OPE, the Ministry in their post evidence reply furnished as under:-

~The DPE's OM. dated June 12, 1990 was cirrulated among the employees who had been extended the CDA pattern of pay scales. None of those appointed on CDA pattern of p•y scales during the period from J11rniary 1, 1989 to Jun~ 12, 199<l exetCised the option. Further, swltching over to IDA scales against their terms of appointment could not be p<>OSible ~out their consent since sudi switching over from CDA to IDA would reduce lheiI pay." 
The matter "4d been ref.erred to the DPll whlcli directed their order to be followed. 

2.96 ewe is providing 30% dls<:ount in tariff to fanners for the stock stored by tl1eIJI in ewe gt>downs. In this context, when the Committee was asked about the capildty ut:ili5<otion of ewe godowru by farmers, the rep,.,,sentative of Ministry deposed before the Committee as under.-
"The capacity utiJJ,...tion of farrnern as individual number has not been more. 1 shall t:he<ok and tell the actual figures. Its historical bad.ground is that when it was formed, the expectations for farmers in its initial period were that the fan;nen; will <futttly approach warehouses and keep their commodities and they will 
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get loan from the warehOUSE' on the basis of receipt, which they 
oouid utilize. Later on, FCI came into existence and gradually the 
position hM turned in sud! a way that now the products brought 
by farmers are either procured by FCI or Government agency. If 
you """ the tmtire foodgrains procured by FCI belongs to the 
fanno.rs along and if they pmrure it will a=mnt for over 30 lakh 
tonnes. Farmer• as individual appmachlng to us are very less. 
Combination of both indtviduills and cooperatives will account for 
about 8 lakh tonnes." 

2.'17 Supplementing above, the Ministry in their post evidence reply 
furnished as under:-

'"The ewe has been offering its servi~eo for keeping foodgrains of 
the fanners, which is either brought by them directly or through 
the procurement •gmcies, viz., Food Corporation of India and 
different State Civil Supplies CorporatiOilll at its warehouses. The 
utilization of CWC warehouoe5 for keeping foodgrains for the last 
three years is as follows: 

1998-99 

1999-2000 

2000-2001 
(11 months) 

In Jakh MT 

25.78 

33.36 

The amount of foodgrains stored directly by the farmers during 
the above mentioned years is as follows : 

1999-2000 

2000-2001 
(11 months) 

'·"' 
1.31 .... 



"' 
The farmers are given 30"k discount in the tariff by the ewe for the stock stored by them. Farmers can take loans from the Banks by pledging: warehou.se ""<'.eipts Issued by the ewe. In addition to the above, a special ~e, namely, the Farmers Extension Service Scheme (FESS} is being operated at 200 warehouses by the ewe under which well qualilied and experienced technical st<off of the CWC visit the Par.clu>yats, Blocks and fanners with a view to disseminating the Post Ha,..,.est Technology to them at thclr door st..ps. 

ANl"YODAYA ANNA YOJANA 

Guideline.. 
Objective 

2.97 (a) Antyodaya Anna Yojana has been launched by the Honble Prime Minister of India on the 25th De.oember, 2000. nw. scben'le reflects the commitment of the Government of India to ensure food security for all, create a hunger free India in the next five years and to reform and improve the Pubik Distribution System so as lo serve the poorest of tile poor in rural and urban areas. ti ls for the poorest of poor that the Antyodaya Anna Yojana has been conce:ived. It is estimated that 5% of our population an> unable to get two square meals a day on a substained b..,,is through out the year. Their plll'Chasing power is so low that they are not in a position to buy loodgrains round the year even at BPL rates. It is this 5% of our population (S crow.; of people or I crore families) which con•tilutes the target group of Antyodaya Anna Yojana. 

S.:ale and l111ue Prire 

2.97 (b) Antyodaya Anna Yojana contemplates idenl:tfication of one crore families out of the number of BPL families who would be provided foodgrams at the rate of 25 Kg. per family per month. The foodgrains will be IMued by the Govemn>ent of India@ Rs. 2/- per Kg. for wheat and Rs. 'JI- per Kg. for rice. The Government of India suggests that In view of abject poverty of this group of beneficiaries, the State Governments may ensure that the end retail price is nrtained at Rs. 2/- per kg. fur wheat ahd JU. 3 per kg. for rire. 



" 
Identification of Beneficiarieo 

2.97 (c) The most crucial element for en..uring the success of 
Antyodaya Anna Yojana is the correct identification of Antyodaya 
lamilleo. It is estimated !hat there are 6.52 cron. families below poverty 
line in the country as on 1.$.2000. These families are being provided 
foodgrams under the TPDS at BPL rates. One crore Antyodaya families 
would ct1nstitute about 15.33% of the Bf'L families in the country. The 
identification of these families will have to be canied out by the State 
Governments/UT administrations, from omrmgst the number ef BPL 
fomili<S withrn the S/Jlte. The number of Antyodaya families for each 
State and UT has been worked out and is at Annexure. 

2.97 (d) The following steps are suggested for identifkation of 
Antyodaya families: 

(a) The number of Antyodaya families has been Indicated f"' 
each State/UT. The States/UTs may, in tum, distribute this 
number among the various districts, keeping in view the 
incidence of poverty and backwardness etc. for which 
primary data would be available with the Slates/UTu from 
various sources. 

(b) Similarly, in the dl!;trict5 the number of Antyodaya families 
can again be distributed among various Panchayats and the 
municipal areas. 

(c) District Collec:tors -""'Y then start the pro=is of identification 
after giving it wide publicity. This work -""'Y be taken up 
as a cilillpaign so that people are aware of the process and 
pl"Oeedure adopted for identification of beneficiaries under 
the scheme. 

(d) District Collectors -""'Y press Into service all district level 
officers working with them for supervising the proce;o of 
identification Jn various Development Blocks. 

(e) At the Block level, each Panchayilt may be assigned to an 
Officer of Revenue, Develi>pn1ent or SOln<'> other Department 
who should be held accountable for proper Identification of 
beneficiaries. 

(f) In ""ch Panchayat, Jn the first phase, a tentative list of the 
poore•t of the poor may be drawn up keeping in view the 
overall number of the families allotted to the Panchayat 



(g) The State Government/UT Administration may devise a 
suitable form for identifying the beneficiary families under 
the scheme. The data contained in the form should be 
verified by the Offker nominated for this purpooe. The 
Officer verifying should be held accountable for the 
verification. 

(h) Once the tentative list for a Panchayat is mady, in the second 
pha5e, a meeting of the Gram Sabha may be held. Thia 
meeting should be attended by the officer, who has been 
assigned the particular Panchayat The officer should ensure 
that the meeting of Gram Sabha is held when there is 
quorum. 

(i) The 1"1ltative list may be te<ld-out in the meetmg of the 
Gram Sabha and the Gram Sabha may fmalise the list of 
beneficiaries and arrange the names in the order of priority 
with the family mention..:! at SI. No. I as the most 
deserving. 

(j) Once the list is approved by the Gram Sal:lha, it may be 
1:onsolldated at the Block and then at the District level. 

(k) In the •ase of urban areas, the State Governments/UT 
Admlniotrations may also undertake a sirniJM exertise by 
involving the urban Local Bodies. The Preliminary 
identification may be done Ward-wise by the Chief Executive 
of the Urbm Local Body with the help of the officers/ 
officials working under him. The preliminary list of 
beneficiaries may be givm wide publicity and also displayed 
at the Ward Level inviting objections. After going through 
ttus process, the consolidated list for the Urban Local Body 
may be placed before the House of the Urban Local Body 
;ind it. approval obtained. 

(1) In cases where elected bodies in rwal/wban areas are not 
in position, the State Government/UT Administration may 
evolw a suitable mechanh<m for idenlifirntion of beneficiaries 
in an impartial. and objectiw manner. 



Issue of Ration Carde 

2.97 (e) Att..r the identification of Antyodaya families, distinctive 
ration cards to be known as ~ Antyodaya Ration Card~ should be issued 
to the Antyodaya families by the designated authority. The ration c<Ud 
should have the necessary details about the Antyodaya lamily, scale of 
ration etc. 

Allocation of Foodgrains by Government of India 

297 (f) Once these ration cards are issued, the allocation of 
foodgrains will be made by the Government of India lo the State 
Governments/UT Admn. for distribution to the Antyodaya families 
through Fair Price Shops. 

2.97 (g) The Government of India expects that the Stale 
Governments/UT Administrations will be able to complete the 
identification of b@neficiaries within a period of two months. In case 
a State Government/UT Administration completes the process earlier, 
the Government of India will allocate loodgrains in favour of that 
State Government/UT Administration earlier. 

2.97 (h) Cone<! and honest idtt1tifkation of Antyodaya families 
will be the key to the success of Antyodaya Anna Yojana. It should, 
therefore, be the endea.vour of the State Government/UT Administration 
that only the deserving and the needy are identified and they get the 
benefits of Antyodaya Anna Yojana. The Antyodaya families list should 
reflect the poorest of the poor in the district. 

2.97 (i) The Government of India will link the allocation of 
foodgrains to State/UTs lo the receipt of utilization certili<ates from 
them lo the effect that the foodgralns have actually reached the 
Antyodaya families. 

Z.98 The Committee note that there is wide-Kale ;iberration in 
the procun:ment of foodgrains mOft particularly by FCI. Though the 
Government claim that farmel'll will be given Minimum Support 
Price (MSP)of their produce, the <Ht!• of disin's!I We of paddy and 
wheat hln'e been Rported from various parbl of the country. There 
may be various reuons for non-procurement of foodgialns including 
lack of roordinatioo between FCI and State Government., Central 
GOYerrunent cannot be absolved with their respoMibillty of providing 
MSP to farmers of the country. The Committee also note that while 



.. 
the production of rice in Andhra Pradesh is around 10<&.89 Jakh tonne, 

the procurement i• ID the tune uf about 40.69 \akh tonne. The 
production of rice in Haryana is around 2.5.94 lakh tonne, the 
procurement is about 14.16 lakh tonne. The production of rice in 
Kamataka is about 36.35 lakh tonne, the procut1!ment is about 
1.9 lakh tonne. Production of rice in Punjab in abou! 87.16 lakh 
tonne, procurement io 67 iakh tonne. Th., production of rice in Uttar 
Pradesh is about 129.12 lakh tonne, the procurement is only about 
10 Lakh tonne. The production of rice in Madhya Pradesh i• about 
63.76 ]Uh ton"<', the procuremmt is 1.22 lakh tcinne. The production 
of rice in Tamil Nadu is 72.25 lakh tonne, procurement is about 12 
\akh tonne. Produclio11. of paddy in Bihar is about 123.85 lakh tonne, 
77.41 lakh tonne in tenn of rice the procun:inent ill about 0.05 lakh 
tonne which is quite negligible. Orina with production of about 51 
lakh tonne has, pro<:11rem.ent of about 4 bkh tonne. Alm08t the same 
trend lieo with production and procurement of wheat too. The 
committee fttl that no prorurement of wheat in Bihar wa• done 
despite production of about 42 lakh tonne which is clear cut injustiu 
meted out to the State by FCI in rnmpari•ion to procurement done 
is other otaleO. It seem• that in the name nf providing MSP, 
Government i• taking care of interet1t of fannen of a f<.>w States like 
Punjab, Andhra Pradeoh only. The reaoons put forth by Government 
for less procurement In other States is that they do not get the 
infra•tructure and facility ao they get in Punjab. However, the 
Committee Is of the opinion that a raw deal is being done with 
some of the States more particulaily in caoes of Bihar, Oriooa, 
Maharashtra, Kamataka, etc. The Committee, therefore, stMngly 
recommend that there should be nu double •tandard and 
discrimination against farmen of other States specially for Bihar 
and there should be uniform policy of procurement in the largest 
interest of farmen of the country. lnfruture, ii necessary, be created 
in other States tuo, as ii was done in case of Punjab so that farmers 
in the country may nut suffer fuI want of procurement of wheat in 
the coming Rabi season (2001-2002) deopite announcement of MSP. 
Otherwise announcement of MSP will have nD subotantial meaning 
fDr the farmers of many Staleo. 

l.99 The Committee observe that FCI ha• engaged the State Govt.. 
as sub-agent• of FCI to piooure coarse-grains in Karnataka, 
Maharashtra, Andhra Pradesh and Madhya Prade•h. There i• also 
vast potential of procurement of Bajra in Rajaothan and Uttar Pradesh 
and procurement of Mai2e in Bih.or, Uttar Prad..,,h and Raja•than. 
Bihar is fourth in production of Maize. The Committee io astonished 
that maize wa~ procured in other States but no arrangement wu 
made fur that purp""e in Bihar. The Committee feel that the St.ate 
has been oveilooked. Such posoibiliti"" may be explored for other 
Stale• too. The procurement of coarse-grains may prove fruitful in 
distributing the oame fi>r BPt pei>ple of the rnncemed States al 
aifoulable prices. The Committee, therefore, recummend that Govt. 

•hould extend its baoe for piocurement of coarse-grain in other 

potential States too. 
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2.100 The Committee note that Government has introduced 
decentralised P""''"''""""t in s- of West Bengal. M.odhya Pradah 
and Uttar Prade•h wherein lhe economic cost of wheat and rice has 
been l<"M than e.::onomlc cost of FCI. Finance Minioter enthu.sed with 
the above nduction of economic cost and embarrasoed with jump in 
food oubs.idy from Rs. 8,.210 crore lo Rs. 12,125 crore has suddenly 
pmpOSl"d to giv" an enlarged role to the Sb.le Governments in both 
procurement and distribution of foodgralns for PDS in resp.,.,tlve 
States. He hu further propooed that iMlead of providing subsidized 
foodgrains, fill.ancial assistance will be provided lo the Stale 
Governments to enable them to procuno and di>ltribute foodgrairui to 
BPL families al subsidized rates. However, FCI will conrinlle to 
procure foodgrains for ~Wning food security I<!M'rves and for 
ouch State Governments who will iL!lsign this task to FCI on their 
behalf. The Committe.! fffl l:hat State Goverrunenlll have no necessary 
inhastrurture for the purpose and have no adequate finance. When 
FCI itself ill running into resource O'Unch due to high borrowing "8 
a ...... ult of high pmcurem..nt, •urplus stock and leso off-take, the 
succeooful operation of the ocheme by Stale Government• is 
questionable. There are seTI!ral aamples where Slate Government 
has diverted the fund for other purpoaeo and deolred scheme could 
not be su«es•ful. The Committee are of the opinion that there ill 
more likelihood of Jen procurement/non-procurement due to 
insuffu:ienl infrastructure and there will be beginning in shifting of 
resporuiibility to cover up their failure from Sb.te Government to 
Central Government and vice-versa and thus inlerelll of needy f.uttiers 
will be affected and this will have adverse impact on food deficient 
Stales. The Committee feel that no co111prehensive otudy ha• been 
done before arriving at such decision. The Committee, thttdore, 
recommend that all such problems be given due weighlage while 
working out arrange111en"' with State Governments by ta.king them 
into confidence and making proper favourable situation for 
procurement oo that fanner may not suffer due to less procurement 
and non-procuremenL 

2.101 The Committee note !hat authorised capital of Food 
Corpooralion of India (FCD fully suhfl<ribed by Government of India 
as on 31.3.2000 was Ro. 2,500 croft'. The paid up capital of FCI up 
to 30.11.2000 wa• Rs. 2,278.60 crnre. The working capital of 
Cot'pOl'alion ovu and above the amount provided by Government is 
fully financed by the Banking Sector and cash credit facility is 
allowed by the Slate Bank of India along with consortium of 



nationaliMd and other banks to ten time• of Its paid up capital. The 
Bank overdraft of FCI has ;naeased from Rs. 15,985 rmre in 1999-
2000 lo Rs. 25,167 crore in RE (20(l(l.2001l and is Htimated to enhance 
to Rll. 30,200 crore in 2001·2002. The interest on ca11h credit availed 
from bank by FCI has incr..;osed from Rs. 1,299 rmre in 1996-97 to 
Rs. 2,290 crore in BE (2000-2001) which is expected to increase ;n the 
coming ye...,,. The Committee is of the opinion that FCI is runninl!; 
towards ..,..,,..,.,., cruru:h mainly due lo surplus stock of foodgrolins 
held by them. The inleral per day comes out to about Rs. fi rmre 
27 lakh. There ia also a propOfla! under consideration of Government 
to remove cap on bOJTDwing by FCI. The Committee, therefore, 
tt<:ommend that Government ohould evolve such ways llnd means 
which will reduce the bomiwinl!O of FCI and hence inten:-st being 
tnci.rrrN therefrom. All caution should be taken in removing cap on 
borrowing so that ii does not resllll in financial indiocipline. 

2.102 The Commit!H note that out of subsidy of Rs. s,no rmre 
in BE (2000-2001), Rs. 2,855 crore wM eanNd<ed for 6.1..00 Wdt tonnes 
of wheat and Rs. 4,656 crore wu earmarked for 78.92. lakh tonnH of 
rice for BPL. In RE (2000-2001) the food oubrridy was inaeaaed to 
Rs. 12,125 crore, however the off.take of wheat for BPL could only 
be 31.62 lakh tonne incurring a subsidy of Rs. 1,276 rmre and off~ 
take of rice for BPL could only be 60 lakh tonne inrurring a subsidy 
of Rs. 3445 crore. The subsidy for wheat and rice for BPL (States) 
wa11 Rs. 534 crore. Thus, it ia clear that Government could not achieve 
its target for off.take of wheal and rice earmarked for BPL and tho• 
could not utilize a tub•ldy of Ra. 2,25'1 crore which Wall further 
utilized for maintaining buff.!r stock. The Committee further note 
that Government h;u proposed a target of 43.74 lakh tonne off.take 
of wheat in all the ..,heme under BPL during 2001·1002 inruning a 
total aub•idy of Rs. 2,046 crore, which IA IHA than Bil (:Z000..2001) of 
Rs. 2,855 crore. The Committee, therefore, recommend that 
Government should not retreat from their committed liability of 
providing foodgralm at subsidised rates to BPL people and should 
allocate more subsidy Im- them with the increased annual allocation. 
Aloo the Government 1hould enoure that the benefit is delivered to 
needy beneficiaries. 



2.103 Though the Govcnunenl ;.. willing lo cul •uboidy on 
foodgnins, they ""' unable to find ways and meano oo as to minimise 
the oubBidy at one hand and provide the foodgrain8 at afford1ble 
price• on the other. The Government had made a dnstic move lo 
cut subsidy in BE (2000-2001) to a level of RB. 8210 ttore from the 
level of Ro. 9200 cmre of RE (1999-2000) but the effort. in the exercise 
ha• proved futile. Instead the Government did nol take note of the 
alanning olMk of foodgrains even on 1.1.2000 which was at the level 
ol 313.SO lakh tonneo (171.?0 lakh tonneo of wheal and 141.80 lakh 
lonneo ol ri.,..). The Govemmrnl hao aloo not taken into account the 
purchasing power of the poor people. It ....,IM that the Government 
has not taken into account that, besides 35.97% of BPL population. 
there ls 21.58% of population in the income group of Rs. 11400 to 
Rs. 20,000 and 25.86% of population is in the income group of 
Rs. 20000 to Rs. 40000. Even if Rs. 40,000 for the family of five is 
taken, the income per member per day cameo ta abaut Ra. 21. It 
.......,. that the Government had not taken thio fact into mind while 
cutting subsidy which is the main "'"""" for d""reue in the aff-
lake under APL. The Committee, therefore, strongly recommend that 
Govemmrnt ohould devise such ways and means .., that loweot and 
lower strata of APL and the Bf'L people can get advanLlge of public 
distribution system and Targeted Public Diatributlon Syotem. 

2.104 The Committee note that ote><k of foodgrain• with FCI as 
on 31.1.2001 was 465.15 lakh tonnes as ;against Buffer "'°"king nonn 
of 168.00 lakh tonnes. The ourpluo stock of faodgraina on 
31st January, 2001 wu 297.15 lakh tonneo for which FCI was incurring 
per day c;urying co•! of Rs. 18 crore. If thia trend continu.,,, the 
total Buffer subsidy far surplWi food.grains for lhe year will come 
out lo about Rs. 6500 crore. The Committee also note that subsidy 
towards carrying coat of foodgrains hao also increased from 
Rs. 1385 crore in BE (1000-2001) to Rs. 5262 crore in RE (2000-2001) 
which io abaul 400% increase. Thr Committee are of the opinion 
that out of subsidy of Rs. 8210 crore BE (2000-2001), Rs. 5262 cmre 
went for buffer (arrying cost and about Rs. 29411 mire lawardo 
conoumer subsidy which io about half af buffer carrying COSI. Thus 
the Govt. have not been able lo deliver the subsidy to targeted 
consumer as envisaged in the budget. The Committee, therefore, 
strongly recommend that all effort. should be made to minimize 
surplus buffer carrying coot oo that oubsidy io utilised for targeted 
people. 



2.105 The Gove..ument has furnished that off-take fur BPL wheat has increued from 28.77 lakh tonne in 1999-2000 to 31.62 lakh tonne in 2000-2001 and has daimN that the off-take of wh..at has increased over l<)'lo')-2l)OO. The Conunittee are not satisfiN with the tr"""- of off-take thro.,ghout 2000-2001. Off-take of whut during 2000-2001 for BPL for Andhra Prad."8h, Assam, Kerala, Manipur, Mlzoram, Sikkim, Tamil Nadu, Tripura, Chandigarh, Lakshadweep and Pondicherry has been nil. Similarly the off-lake of wheal for Arunachal Pradesh, Meghalaya i• also very neglisible. U 4.1)9 lakh tonne off-take of wheat under welfare •chem"8 and 4.21 lakh tonne off-W<e of wheat under a.Jamity relief Is deducted, the off-take figure of 31.62 lakh tonne will be reduced substantially. It seems that of/-take of BPL is not encouraging despite increased al]ocalion of foodgrains from 10 kg lo 20 kg w.e.f. t.4.200CI. Crunpulng the figure on pro-rata basis, the off-take fur BPI. of 28.77 lakh tonne of wheat in 1999-2000 ohould have bftn doubled in 2000-2001 in view of increased allocation as the poor people are in constant need of subsidised foodgralll8. The Committee are of the opinion that there is some grave lacunae In Interpretation and implementation of Government policy on Food Security. The off-lake of wheal for APL has d..creased from 26.97 lakh tonne in 1999-2000 to l.64 Jakh tonl\e in 2000-2001 which is •bout 6% in mmpari""11 to 1999-2000. The efforts of the Government to dispose the wheat by open oale hu also not yielded any fruitful result. Upto February, 2001, only S.30 lakh MT of wheat has been disp115ed. The open gale has not yielded d"8ired results for dispoga.J of rlce too. The Committee, therefure, remmtnend that all obt effvrts should he made to increase off-t..ke of foodgrain1 even by ..,..;..;ng policy and down-gnding «ntral ios11e price, otherwise the claim of Govemntent fur food security will !Um into food Jnsecurlty despite availability of surplus olock. 

2.106 The Comtnittee observe that 20 lal<h tonne of whe•I was placed for e~port durlng the yeu 2000-2001 while the Govermnent has ex,,_ of 297.15 lakh tonne u on 31.1.2001. The export price of wheat was kept at Rs. 4150 per MT. A q\l.Ultity of 7.14 lakh MT of wheat has been i•sbed for o:port by FCI uplo Jan .. ary, 2001. The Committee, therefore, recommend that more q..-.tity of foodgrains should be placed on uport and po!il!ibillty of I'Ol<'ntlal buyuii shDllld be explored by requ"81ing consulate office situated abroad. The Crunmiltee also desire that FCI with aU ils infrub"u<fUre available, should explore P""sibility to e~port their own and earn profit which may be """d for OO!IS-<lb"8iding the poor. 



2.107 The Committ..e is conc1'n\INI. about th" plight of farmers 
due lo removal of quantitative restriction w.e.f. April ls!, 2001. The 
sudden and large Huctu.ations in world price may pose a threat to 
agro prnducers in India. The Committee a..e of the opinion that 
farmers will not be able to com,.,le with the import of agro-items 
which will be much cheaper than the present rates p,.....alent for the 
domestic produce in the market. The Government has fixed the MSP 
of wheal at Rs. 610 for (2001.1002) Rabi marketing season, but the 
wheal price in international market i& between Rs. 400 lo Rs. 450 
per quinlal. due to high subsidies pmvidlNI. by th" foreign countries 
on their produce. In view of the above, large seal" import of 
foodgrains is bound to occur and small and marginal farmers 
particularly may lose their livelihood who constitute 10% of the 
population of the country. In the opinion of the Cmnmittre the 
Gov..mment should not forget suicide inciden"' of commercial/ash 
crops f;mnm1 in the Stat.. of Andhr.i Pradesh, Maharashtl3. Kamataka 
etc. and Uke a lesson from the incident so that the same situation 
does not occur among producers of foodgraino. The Committee feel 
that "°"'e otrlct oleps should be initiated as .... fegWIJ'd measures 
ag.oinst WTO conditions for traditional farming in interest of farmers. 
The Committee. lhe..,fore, strongly recomm""d that the Govt. should 
impose anti-dumping dull"" on import of foodgrains without loss of 
time and ensu"" remunerative prices to Indian farmers. 

2.108 The Committee are of the view that a huge amount of 
foodgrains ""' damaged due to lack of strict monitoring by quillity 
controlling authorities. AB on t.l.2001, 1.71 lakh ton ... of 'D' utegory 
of foodgrains were available with Food Corporation of India (FCI). 
The Mlnlslty hu furni•hed that action h•• been Initialed againot 
delinquen1 l'CI officers. In ~- where nmple• we"" found beyond 
PFA normR, typed seallNI. sampln were not found, complaint n-gisi..n 
were not maintained during the visit, the Government have taken 
up the matter with the State Govts. The Committee, the..ef....,, 
recommend that acti.vitia of quality control be •ugmented •nd where 
nreeuary the matter be taken up promptly with the concernlNI. St.at.. 
Govts., so th1t conswners may get good quality of foodgrainL Also 
action taken against the FCI employe ... held responsible for the 
lapse shou1d be communicated to the Committee. 



'"' 
2.109 The Coinmittee note that d>oul 11849 MTs of non-illsuable 

ol<><k of foodgrains are lying in various godowno of FCL Out of this 
3921 MTs have been categorized as induatrial WH!, 4995 MIS haV<i' 
Men categoriud as manlm! use and 1933 MIS for dumping. The 

Committee observe that sincere efforts have not b<:en made to dispose 
of these foodgrains. The Conunitlee also note that Slor•S" "°"" of 

about Rs. 8 Jakh P'"'• year ia being intw?e<I for •torage of 1933 M'.lli. 
nf foodgrains categorized as d1llllping. The Committee fail to 
understand !he reuons behind atoring the mm.pleteiy destroyed 

foodgrains and p;i.ylng RA. 8 lakh pn year for its storage. In the 
opinion of the Committee this ill a clear cut ex.uuple of can:lalS 
approach of the officers of FCI towards storage policy. The 
Committee, therel,,..,, recommend that lhe9e non-issueable atock of 
foodgraiN be disposed of without further delay. A1oo, reaponsibility 
should be fued on offKWB who are Te!Oporu!ible for de1ay in dispoea.I 
of such foodgrailUI. Laid down l'rlllciples of FIFO should regulilrly 
and strictly be followed. 

2.110 Though the Government ha resolved some me•ure& to 
deore- administrative cost, distribution cost, still a lot is required 
to be done. The Commitlee, therefore, recommend lhal the 
Government should make constant and oonlinuoue effom to dec:reue 
further non-statutory charges. If ~' the State Govemmenll 
may also be penuadrd to reduce otatutory charges like Mandi 
charges, purchaoe tax etc. The Committee may also be apprised of 

th• study report of th• Administrative Staff Collep of India (ASC!l, 
Hyderabad in this regard. 

2..111 The CommiltH ill concemed about stonigc of foodgrailUI in 
the coming rabi oeason t211111.2002). The Government hall staled that 
they propose to proc:U1'1! 112 \akh tonnes of wht'at and 163.67 lakh 
tonnes of rice. For !hi& the tota1 otorage capacity will be required to 
the tune of about 27$ lakh tonne•. The Government hie aJao 
fumiohed that about 30-40 lakh tonnes capacity will be available by 
the nut khlrif oeason. The CommittH, therefntt, re<:ommend th.a.I 
Government flhou\d Dllke a11 out effolt9 to Dllke 1nih.ble sufficienl 
storage •pace so that there should be no problem In coming rabi 
season. 



'°' 
2.llllal The national policy on handling, olorage and 

transportation of foodgraino has been announ<ed on 20.6.2000. One 
of the objective of the policy is to harness efforts and resource& of 
public and private sector both domestic and foreign, to the build 
and operate infrulrw:ture for introduction of bulk handling, storage 
and transportation of foodgraino. The C.Ommittee envi""'l!e that private 
big multinational companies dealing in foodgn.ino may enter into 
th" trade and may make monopoly over the business and may utilize 
the opportunities in their favour at the cnol of Indian rounler partll, 
fannl'l"fl and the Government. The Committee, therefore, desire that 
no such situation be allowed to develop where MNC have monopoly 
over handling, storage and transportation of foodgrairui. 

2.112 The Committee note that Transit shortages have increased 
from 198 er°"' in 1998-99 lo Rll. 244 crore in 1999-2000 and the storage 
shortage hil8 increased from Rll. 130 crore in 1998-99 lo Rs. 150 cmre 
in 1999-2000. In the opinion of lite Committee, these lossea can be 
avoided or minimioed lo the maximum extent by maintaining olricl 
coordiruition among FCI, Railway•, DGS&:D and other allied agencies. 
Abo, storage loues can be minimiud by prnper upkeep of 8\o<:ks 
in godowns, good quality otor•ge bag. chemical diainfestation etc. 
The committee feel that the steps taken by FCI till dale are not 
sufficient. The Committee, thenofore, re<:<>mmend tho.I tranoit loo""" 
be minimized by augmenting immediate action by llel\ding and 
receiving olations and taking up the matter with various agencies 
like Railways, DCS&D, etc. The olorage losses should aloo be 
minimized by augmenting storage inspection and follow up action 
thereon. Further, case• of transit and shortage loMe• should be 
investigated thoroughly in lime and officers held responolhle for 
the loooes shouJd be penalioed oevenoly. Details of ot~ taken in 
thi• regard •hould be communicaled lo the Committee. 

2.113 The Committee note that the profit of CWe in 1996-9'7 WU 
Rs. 84.95 crore which declined to a level of Rs. 67.'n crore in 
1997-98 and further slumped al Rs. 41.50 crore. Though the 
corporation has tried to increue 11:!1 profit lo a level of 48.30 cnm: 
in 1999-2000, still a lot ~iree lo be done. The Committee, therefore, 
desire that ewe should adopt ways and means to achieve groas 
prnflt target of 1'196-91. Steps taken and progrea• achieved should 
be communicated to the Committee. 



'" 
2.114 The Committee note that the d'""lining trend of profit in ewe is also due to inegulariti"" committed by oorne employtta and u-ployea of CWC. The Committee have been informed that suc:h offi<'""' h;ove I>-.. kepi on nDn-smsitive posts like planning and quality ayalf!m whl<h Coinmittee do not agree. The Committff, lherefore, desire that all sudi cases of imegubritia b., dealt with utmost promptness and officers concerned should nol be pla<:ed on sensitive post. ,ather they should be placed on routine jobs. The Cnmmittee would also like to know the details of activitiea along with toum undertaken by such offi"""' since 1997. During coune of evidence a referenC1! was made toward, the iln'gularitil!fl committed by •ome of the officials of CWC in regard to Dhuri, Dolvi, CFS (JNPJ etc. The Ministry- has infomied that the caoes au still under investigation which Committee do not al all appreciate. The Committee npre1111 dttp wnett11 that the cases of irngularitiea of ouch big size as Dhuri in P1111jab and CFS (JNP), have been badly dela)'l!d and the Govt. did not think fit even lo ..,fer sach Q9ell lo CBI. f'url:her the Commilt"" doubt whether these caoes were put for coru.ideralion of BOD or not. The Commirtee. \h.n'efore, strongly recommend that, besidH departntental inqWries, the Govt. should think to 1"<'kr such cues lo CBI with a refer.once for their thorough in......,ligation at the nrlif!8t. The Committee would aloo like to know the details of ouch caoes alongwith the reasons for inordinate delay in disposal of such caoea. Stepo tioken and progress achieved, •hnuld be communicated to the Cmnmilt"'!. 

2.115 The Committee note that all appointments in CWC made from January 1, 1989 were to be governed on IOA pay scales as per OPE 0.M. dated June 12, 1':190 isaued in the light of the Supreme C<>urt judgement, dated May 3, 1990. However, the employees appointed during January l, 1989 to June 12, 1990 could not be brought t<> IDA pattern and are c<>nlinuing on CDA pattern. The matter was also referred lo DPE which directed that their orders be followed. The Coftlmitt..., are ot the opinion that by such mea•ures ewe is lo8ing money againot the .... tablished norm• of austerity measure. The Committee, therefor'e, •lmngly recommend that the matter may be reviewed afresh in the light of OPE O.M. dated 12.6.1990. CWC ahould try aU mea$urea to reduce its establishment/ administrative expenditure. Slepe taken and progreao achieved should be communicated to the Committee. 
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2.11!> The Farmers are given 311% discount in the tariff by CWC for the stod< otond. by them. D11ring 1998-99 and 1999-:ZOOO, the foodgrains stored by hnPeI wu lMJ lakh tonne and t.31 lakh tonne. In 2000-2001 upto Febniary, 2001, the total •lock held was 1.66 lakh tonne, huwever ii lot HI desired to be done. The Committee, therefore, recommend that more and more fann...,, be enrnuraged to store their stock in ewe godowns. 

2.117 The Colllmittee note that Antyod.aya Anna Yojna Is among th" many other welfare ochemes like JRY, Annapum&, Midday Meal, etc. announced by !he Government from time to tim". The Committee, howeva; have their doubts on suC<:elllllful implementation of the scheme due to the fact that no criteria .till has been fi~ed by the Govemment to identify the poorest among the poor people. Further the methodology adopted by the Plan.iins Coinmiuion in lowering the pen:enblge of BPL from 36 lo 26 lo also not ac~table 10 the Committee because the ""tinu.te of 35.97% of BPL population was arrived at by a High Powered Commlttee constituted by the Planning Commis.sion under the Chain:nan•hip of Prof. Lakdawala and thereairer no estimation for pOMHt of the poor population ha• been undulilken by the Govt. Jn the opinion of the Committee, the hasty step taken by the Govt. in announcing lhe scheme without visualizing Its pros &: cons may lead to manipulations in the identlfication of beneficiaries under the scheme. Further, the Committee feel that there are chance• of di\'ersion of highly 5uboidlzed foodgrairu; meant for the poor people u has been witnessed earlier al.oo in other schemes. The CoD!mittee au also very much concerned about the availabillty of foodgrains at half of the normal price to the BPL familieo. The Committee, therefore very strongly recommend that the Govenlment should not dilute the BPL esliD1ate by creating a separate category among BPL people and a.II the BPL people "8 estimated by Prof. Lakdawala Committee should be pmvided sul:Niidlzed foodgraim at affordable rates. This in tum will also inaeue the offt.oke of the foodgr-ain• and food .-urity will be en1N1ed for a.II BPL population which is oocial responsibility of a welfare state. 



CHAPTER UI 

MANAGEMEN'l' OF SUGAR 

India has emerged as the largest producer of sugar in the world in the 5ugar season 1999-2000 (October--Sepll'mbet) wilh production of 181.41 lalch tonnes. 

3.2 Them were 495 insW1ed sugar factories in the country as on 30.11.2000. The Sectm-wise break-up is as follows: 

(i) Private Sector 

(ii) Public Sector 

(iii) Co-operative Sector 

Tow 
Highlights of f'oliq Chang£li in the Sugar Sector 

'" " ,,, 
.,, 

:'!.3 Government has taken a number of important poliq decision.. as part of l'f!form process in the sugar sector. These decisions are as 
follows;~ 

• Reduction of levy obligation of domestic 5ugar produceno from 40% to 30% with effect tmm 1.1.:ziJoo and further noducl:ion from 30% to 15% with effect from 1.2.2001. 
• PDS has been l'Ulructured in "" far as sugar ill concerned. lru:orne ta>< """"'*"' and the IJleUlbers of their families were excluded from supply of levy sugar 1.lllder the PDS with effect from 1.7.2000. Further, with effect from 1.22001 kvy sugar supply under the PDS tw been 1f!8tricted only to BPt famille6 except in North-Eastern Stales, Hill States and Island territories. 

• Decisions have been taken on the recmrunendations of the High Powered Commitree on Sugar industry. 
• Stockholding limits on wholesale dealers of sugar has been withdrawn with effect from 77.2000. 
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• The Sugamme (Control) Order, 1966 has been amended on 

29.11.2000 enabling the Central Government/State 
Governments to mrover cane price ....,...,. as arrean of land 
revenue. 

• Action has been initiated to restructure the Sugar 
Development Fund Rules, 1983 for providing lolUls at 
conc:e&11ional rates for by-product utilisation. 

• Action has been initiated to amend the Sugar O..V..lopment 
Fund Rules, 1983 for providing loans al conc:e.saional rala 
for <Wabilitation of pot<ontially viable sick sugar mills. 

• Action has been initiated to inlroduc" futures/forward 
trading in •ugar. 

Production, CoMumption •nd Sto~k of Sugar 

Production & Stocks of Sugar 

3.4 The production of sugar during the last five sugar seasons 
(October-September) is given below: 

164.29 

129.05 

1997-98 ,,, ... 
lSS.20 

181.41 

3.5 During the current sugar """"on (October 2000 - September 
2001), the production of sugar ill e•timated to be about 181.00 lakh 
tonnes. 1he carried forward stod of sugar at the beginning of the 
current sugar se""on was 92.97 lakh tonnes. Therefore, the total 
availability of sugar during the ru......,t ~;u aeason is estimated at 
274 lal<h tonnes against estimated consumption of about 162 lal<h 
tonneo. 
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Co..,,umption of Sugar 

3.6 The intemal consumption of ougar, excluding COMWllption of imported during the Wt five sugar ""IUIOCIS, has been as Wider:-
Sugar Season 

,,,,_,. 
"'~" 1997-98 ,,,,_,, 
',,,_""" 

Oosil\g Stocb of Sugar 

Internal Consumption 
(lakh tonne•) 

131.72 
136.75 
139.78 
141.35 
155.36 

3.7 The closing stocks of sugar at the end of last five sugar seasons have been as under.-

Sugar Seuon Internal Consumption 
(lakh tonnes) 

1995-96 79.07 ,,,..,, 
""' ,,,,.., "·" ,,,,..,, 

67.46 (Provisional) 
!999-2000 <n..97 (Provisioaal) 

J.8 The posltlM regarding prod1,1ction, intemal consumption and export of sugar during 1119&-99 and 1999-2000 sugar seasoos was as under:-

Carryover olock from 
previous seaaon 
Production of sugar 
Total availability 
Internal consumption 
&port 
Closing stocks at the 
end of season 

(P) = ProvWon.I 

(Quantity in lakh tonnes) 

"·" 67.46 

,,,.., 181.41 

""·"' ,.,,, 
14135 155.36 

0.09 (P) 0.54 {P) 
67.46 "" 



Policy of Partial Control fur Sugar 

3.9 The policy of partial control and dual pricing for sugar continued during the 1999--200) sugar """"°"· However, the ratio of levy and fneesaie sugar, which was 40:60, was m:luced to 30:70 with effect from t.l.2000. This ratio has been further m:luced to 15:85 with effect from I.22001. 

3.10 Sugar Industry is one of the regulated industries. The management of the Industry coupled with management of sugar for public distribution, is done In the Department of food and Public Dis!ribulion. The Sugar rkvclopment fund is the main instrwnent through which assistance is provided to the Sugar Industries for effecting modernization and expansion of the existing mills and for bringmg about varietal improvement in the cane grown in the catdunent area of the sugar factories. The act:ivities In relation to sugar broadly cover:-

{a) Regulallon of the Industry through D"!reetorate of Sugar; 
(b) Administratioa ol subsidy on sugar; 
(c) Administration of Sugar Development FUnd; and 
(d) TuiiJ\ing and Research institution 

A. Directorate ot Sug.u 

3.11 ~te of Sugar is roncetned with the quality control of sugar produced by Vacuum Pan Sugar Factnries. For this purpose, periodical visits to sugar factories are made. Samples ol sugac are drawn from the stocks of sugar held by the factories and also consignments under despatch. In case, actual grades of sugar n:pt~oted by the sample are found to be inferior to the grades marked on the bags by the factorie•, action is taken aga1nst the defaulting sugar factories according to the ~ ~un:. In pursuance of the policy, 24 sugar factories were inspected by this Directorate during the period l.4.200J to 31.10.200) and In 11 cases sugar factories have been issued warning letters for beir1g more careful in futun> in marking grades on the sugar produced by th= in terms of clause 4(1) of Sugar (Packing & Marking) Order, 1970. 
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3.12 The number of sugar fi>c\O:rles visited by the officem of the Directorate of Sugar during tile last !hr.... yurs ;. given below:--

SI. No. 

' 
2 

'· 

No. of hctories visited 

" " " 
3.13 The CQIIllnittee asked in how many samples the test failed and what penalties were .Imposed for lhe pmpose on sugar factori<!s, lhe Ministry in !heir written ttply submitted as under:--

lnfotmatlon about the number of samples drawn and the number of samples failie<t in the last three years is given below, year-wise:-

1997-98 

1998-99 ,.,,.,,,,, 

No. of Samples 

""'~ 

"' 
"" 

No. of Samples 

'""' 
1ro 

!" 

"' Sample8 wme drawn to detennine ~ ~ grade of SUl?f in terms of grain size (Small, Medium alld Large) and colour (based on three colour aeries i.•. 29, 30 and 31). 1be samples have failed in "'sped of colour only. 

As per the existing par~rs, if the wlour of sugar muked on the bag fJOll'I which tbt sample ls drawn is found to be of lower grade as cOltlp&m to the' stmdard fixed under the Suga.r (Control) Order, 1966 for that sugar season. the Oitectonlte of Sugar is JIO<(l.liied. to lss"" waming letters for the first olknce. For suhseql>cnt offence the factory may be pm!leCUted. The above l9alllpfes have hilled In colour ;trtd the factories COJ'l<'.elTled have made futlt offomce m !he particular season. Therefore, wamlng letters w~ ~ to lhe concerned sugar 



"" 
factories. lhe number of sugar factories which were issued warning letter.! is given below, year-wise:-

Year 

1997-98 ,,,,_,, 
'"'-""' 

Enfon:ement and VigilU1Ce 

Number of sugar factories which were 
~~ warning letters 

" 33 

" 
3.14 An Enfol'<'ellent &: Vigilance Cell has been set up in the Directorate of Sugar since July; 1986 to ens""" strict cornplian« with the various statutory as well as Administrative Ordet'S and directions issued by the Government and Dil'ectorate of Sugar. The furu:liOflS of this Cell include scrutiny of re<:ords/retums regarding 'Sale• and Dispatches' of f...._.le sugar re.:eived from the sugar factories and 'Enfon:emen! of Quality and Packing of sugar' with regard to the provisions of sugar (Packing & Marking) Order, 1970. Govetru:nent ol India vUk order dated 13th April, 1999 ha. rur.,cted that no producer shall:-

(i) Subject to availability of sugar covered by an order permitting such oale, refuse In sell sugar lo a reoognized dealer or. 

(ii) S..11 and dispatch leM than monthly quota of sugar ieleased to him tor sale by the monthly order, within a period specified therein to any rncognized dealer ;md that the particulars of disp.ttche!i made dllrlng the month shall be reported by the prod~ wlthln ten days from. the date of expiry of the relevant monthly onler Jn the format annexed with the ordei; to the Chief ~r (Sugar), ~rate of Sugar; New Delhi, Subsequently, vitk circular letter dated 15th April, 1999 Government of India has decided to do a.w•y with the ~~ oo. the sugar factories to sell and dispakh nol les& tha.n 47.5% of their monthly quota. of f~ sugar in each fortnight 
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(iii) On the i:econunend.ation of the Mahajan Committee, it has 

been dedded by the Government with effect frmn ZS.01.:ZOOO 

to allow ouga< mills to sell and dispatch at least 90% of 

their monthly •ale of free sale quota up to the end of the 

month as against 100% stipulated earlier and the remaining 

10% during the first week of the·ne~t month in order lo 

provide ir;reattt flexibility in disposing off their stocks. 

3.15 When the Committee .-.ked in how many cases sugu lactoriff 

have violated Statutory I Administrative Order.;/directions by the 

Government/Directorate and what action have beer! taken against \hem, 

the Ministry in their written reply have submitted a• und""-

DuriI>g the fuuu\cial year 2000-2001 (upto January, 2001), there 

were 131 cases of violation of •tatutory release orders on aecow'lt 

of dispatching/selling less quantity of freesale suga~ The number 

of sugar factoiies involved in ~ cases is 91. In respect of all 

the 97 sugar factories, the undillpatched/unsold quantities of 

lreesale sugar have been convem.d into levy sugar. 

Besides, duril>g the fmancial year 2000-2001 (upto February, 

2001), 12 ougar factories were, primo fade. found to have violated 

the statutory ,.,lease orders issued by the Directorate of Sugar by 

dispatching/selling more quantity of freesale sugar. All these 

12 sugar factories have been served with show cause notices. In 

addition, information from the Central Excise authorities to cross 

check the alleged exo.'sS :;ale of freesa\e sugar has been called for. 

Replies to show cause notio.'s have been received from two 

sugar factories, so far. However, replies from the Central Excise 

authorities Jn respect of ~ two sugar factories are yet to be 

received. The Central Excise authorities haV<: replied in respect of 

two otho<r sugar factories which have been served with show cauoe 

notkes but the replies to the show cause notices from these two 

c~ed trugar factortes haV<: not been received. Appropriate 

action would be ~ on receipt of replies from the sugar factories 

and the Central E><cise authorities. 
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3.16 The Din!ctonte also ~ the claims of the various sugar 

factoriefl for grant of incentives under the Incentive Scheme. 1he Sugar 
Incm.tive Scheme, 199'7 is preBen.tly in operation. 

3.17 Due to steep rise in the cost of phlnt and madiine:ry, the new 

and expansive projects were not proving econonUcaUy viable, With a 
view to mitigate the hardships of the entrepreneur involved in the 
execution of high cost sugar project, as well as to enable them to 
become viable by utililling surplus fw1d& ~ated through higher 
free sale quota for repayment of Loan advanced by the Central 

Financial Institutions and the Sugar Development Fund, the incentive 
scheme was formulated for new and expansion projects established at 
high capital cost. Now by the levy to 15% and their further proposed 
decontrol, old and new sugar projects will be treated equally and now 
expansion proje<;ts will haw to depend on market forces for their 

existence whose trend at the present time is not encouraging. The 
situation was made worse by import of sugar for the last two years. 
In this context, when the Committee asked what steps are being; taken 
for the industries which have been set up on the basis of incentive 
and whether tlris will not push them towards siclcness, the Ministry in 

their written reply submitred "" under:-

1.0 The incentive ~ for the sugar factories we"' framed 
m the context of the policy of partial control and dual 
pricing In respect of sugar. Under this policy, 40% of the 
sugar was being procured by the Central Government at 
controlled ex-factory levy sugar prices, while the remaining 
60% was allowed to be sold, subject to the quantity allowed 
under the release orders, as freesale sugar. Tho: realisations 
of the sugar factories from the freesale sugar were high, 
while the levy sugar prices were fixed by the Government 
at a lower level 

1.1 Under such pmial control and dual prlcin.g policy, ru>.w/ 
expansion projects in the sugar sector were not proving 
economkally viable. Aa higher capllal investment is required 
for establishing new sugar factories/expansion of existing 
capacities, investment in the sugar sector was not 
forthcotning. On the other hand, the country needed higher 
sugar p1"0duction. 
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t.l Therefore, with a view to mitigating hardships of the 

entrepreneurs in the sugar factory and to make the 
investment in the sugar oecto." viable by utilising surplus 
funds generated from higher freesale quota of sugar for 
repayment of term loans availed from the financial 
institutions/banks, the in<'.entive 5Chemes were formulated. 
Under the incentive schemes, lhe new sugar factories and 
the expansion projects of existing sugu factortes were 
allowed higher fre ·le quota for a cutaln number of years, 
•o that higher realisations from the freesale sugar sales 
would enabi.. them to be viable. 

2.0 Government has decided to decontrol the sugar industry in 
a phased manner. The Finance Minister in his budget speech 
has mentioned that the complete decontrol must be 
irreversible. Government has decided to introduce futures/ 
forward trading in ougar, a step that is nee ··ry before 
full decontrol of sugar. 

2.1 As the incentive schemes were framed In the context of the 
partial control and dual pricing polky in respect of sugar 
with compul•ory levy at 4U%, with proposed complete 
decontrol, the basis = whicl> incentive ..:hemes were 
formulated would not longer eris!. 

3.0 As with proposed complete decontrol, the sugar factories 

will be able to Sl.'11 their sugar in the open aarket without 
pa;'ing any compulsory levy and the futures/forward 
trading in sugar would help in achieving i certain degree 
of price •tability, these meilSUl'eS may not lead to sklaiess 
of the sugar industry. 

3.18 Finance Minister in his Budget speech has stated that the 
Government is committed to complete deconlrol of ougar. But this 
must be irreversible. Governrnmt had decided to introduce futures/ 
forward trading in sugiir within the coming year, a step that is 
necessary before full decontrol. Sugar under the Public Distribution 
System will continue to be suppu..d lo ration oardholde"' in the special 
category States, hill States, island territories and to BPI. families in 
other States and UTs. Such supplies can even continue alter sugar is 
completely decontrolled. 
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3.19 In !hi. CCflleXI. when the Cot:ru>li.«<:e asi<.ed how future/forward trading In sugar will help in dec<>Jlircl of suga:r, the Ministry In a written reply submitted as under.-

C.:,vmunent i& "<>lflltl.itted Cc> complete de<:onlrol of sugar In a phased m""'1<!?. The levy obligation of domesllc produce,.., which was fflduced from 4ll% to 30% w.ef. 1.1.2000, has been further reduced to 15% UJ.e.f. 1.2.2001. 
in order to ensure that the complete of sugar is achieved, Government has decided lo introduce futures/forward tndlng in sugar, a •li!p that is necessary before full dt=ntrol. The futul'l.'S/forward b"ading would help h1 achieving certain degree of stability in 1he suga:r pri""5 as this would all<>w tM pruduoen; and the. tn.deors lo hedge theil' price risk eff«tively and would facilitate price di&oovery. Levy Sugar Price Equaliz.11tion Fland 

3.20 Since 1972, the Government of India has be.m maintaining a uniform retail issue pike of levy sugar under the Public DiMribution System (f'OS) throughout the rountry. 
3.21 The delive«<i cost of levy suga< under the PDS include.. ~ following elements of cost/expenditute. 

(a) Ex-factory pnces of levy sugar. 
(b) Exci9e duty, additional l!XCise duty llSld sugar cess. (c) lhlnsp<nta.lion & <&lrlbution costs. 

3.22 The ex-factory pri""" of levy sugar vary from zone lo zone. The transporation & distrJbutilltl rosts also ve:ry lrom state to State. The excise duty, additional e.:ti(;e duty and sugar cess "'main unifonn, i.e. Rs. 52 per quJntaJ of levy sugar. Thlilttfote, delivered costs of levy sugar under the f'OS vary f1'>171 State to State, while the "'tail Issue price of levy sugar wuier the PDS is unife>ml throughout the country. 3.23 In order to ~""' that no state gets undue advantage or faces disadvantage in the matter of delivered costs of kvy sugar under the PDS, the Gowmrnent has established a non-sliltutory Fund, called th~ Levy Sugar Price Equalization Fund, which is maintained and operated by the Food Corporation of lndia (FCI). 
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3.24 The surplus amount ~led in low cost States (where the 

deliveie:I mst of levy sugar is less than the retail issue price) is required 
to be credited to the LSPEF and the deficit amount of high cost States 
(where the delivered cost of levy sugar is more th&11 the mail issue 
price) is required lo be reimbursed from the LSPEP. 

3.25 For the payment of the levy Ngar price differential,. sugar 
factories are required to pNofer claims with the FCI. After verification 
and ocrutiny of the claims, levy sugar price differentials are paid to 
them. 

3.26 For the 20C0-2001 sugar seaoon, the ex-factory levy sugar prices 
have been notified on 31.1.2001. The payment of levy sugar pria! 
differential to the sugar factories on the quantity of levy sugar supplied 
by them out of the cunent season's production between 1.10.2000 and 
30.1.2001 would depend up<>n the submission of claims duly complete 
in all respect by the sugar factories and verification/scrutiny of the 
same by the FCI. 

3.27 When the Committee asked to fumish In detail the cases 
where shortages have been detected in supply oi levy sugar to FCI/ 
State Governments alongwith steps taken by the Government in 
checking the malpractices and also whether the mills have been paid 
the amount of levy sugar supplied by them in case of shortages, the 
Ministry submitted as under:-

"Levy sugar for the Public Distribution System (PDS) is allotted to 
each State/trr by the Directorate of Sugar. The levy sugar allotment 
orders indicate the factory·wise quantities to be lifted by the State 
Govemment/UTs. or their nominees, and the FCI in respect of the 
State•/trrs. where the FCJ is the llfting agency. 

The responsibility for lifting the levy sugar from the sugar factories 
is that of the State Govemments/UTs or their nomm....,., and the 
FCI. 

The levy sugar allotment orders mention that the transactions 
arising out of the orders shall be entirely and strictly on commerrial 
basis between the sugar factory and the State Governmo.nts/UT 
Administrations or their nominees or the FC1 and any claim or 
dispute arising out of this transaction shall be the responsibility of 
the sugar factory and no claittt •hall be against the Central 
Government. 
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The FO has informed that details rega..:ling shortages in supply 

of levy sugar are being collected from their field of~. 

As regard the Sbite Governments, the nominee of the U .P. State 

Government, i.e. the U.P. Cooperiitlve Federation Ltd. has informed 

that it makes payment lo the sugar factories for the quantities 

actually ~ved. 

The nominee of the Madhya Pradesh State Government, i.e., the 

M.P. State Civil SupplieB Corporation Ltd. has informed that during 

2000-2001, shortages detected were in repect of 10 sugar mil15 

and in all these cases tt<:c>veries were made from the bills of the 

roncerned sugar factories." 

3.28 Further, when the Committee asked about the outstanding 

levy-sugar price diHerenttal claims of sugar factorieo, MD (FCI), during 

the oral evidence submitted as under.-

"It is rorrect that old claims are outstanding. lhe reil$0N have 

already been explained. This problem has miruinQ.ed because the 

quantity of sug:ar supplied by FCl is very less. Today, FCl is very 

less. Today, FCl supplies sugar to two major tegions of J.kK and 

North East, Rest of the regions are being tal<m care of the State 

Governments. Now, new claims are not coming up. Supply of 

sugar to North East and Jammu &: l<ashmir is made by the mills 

of UP and .Mahara.ihtnL The dailnll which have been raised rerently 

do not involve much delay. Only circular issued by FO regarding 

quantity has come to my notice berause a clear RR is issued for 

movem£11t of sugar. Yesterday also, it was discus$ed that since a 

sent to contain RR is issued In movement of foodgrains, 

responsibility regarding any loD shall not be with Railways and 

my submission in this regard is that the Railways shall bear the 

loss of quantity cauoed during transportation. Wherever Railways 

do not bear such Joos, the same is deducted from the sugar mills 

and if claim made to Railways is received, the •llIIU! Is adjuated 

otherwise the loss would be borne by the mills alone because FCl 

shall not go in loss for sum quantit21.tive loss. Perhaps circular like 

this has been issued befOfl:' two to three yea:rs. If Ministries ask for 

my comments for ta1cing this action, then I shall speak to them." 



"' 
3.29 Supplementing MD [FO, JS (Sugar)] furnished as -under:-

"When the cincular issued by FCI was brought to our notice, we 
asked, them, under what circumstances it has been issued. In co.se 
of sugar a clear RR is given that it shotdd not contain RF. 

So the responsibility then is not that of the sugar factory but may 
be it is of the Railways. Thal has to be verified." 

3.30 When the Commitlff asked why the shortage, during levy 
sugar transaction is responsibility of sugar factories and not of the 
States, UTu or theit nominees "' FCL the Ministry ill post evidence 
n>ply •ul>mitted as under:-

"At present, as per the condition of the levy sugar release orders, 
the transactions arising out of the release orders shall be entirely 
and strictly on commercial basis between the sugar factory and 
the Slate Governments/UT Administrations or their nominees or 
the FCI and any claim or dispute ansing out of the levy sugar 
transaction shall be the responsibility of the sugar factory and no 
clann shall be against the Central Goverrunent. 

As the transactions l'l.'sulting from the levy sugar release orders 
are between the sugar factory and the concerned State 
Government/UT Adminil!tralions or their nominees or the FCI, 
any claim or dispute arising out of sud> transactions logically 
should be settled between the parties to such transactions. The 
Government w<>Uld el<amine the issue in ronsultatlon with the State 
Governments/UT Administrations or their Tiominees.. the FCJ, the 
apex bodies of the ougar Industry and the Ministry of Law md 
take necessary corrective action." 

Sugar Development F11nd 

3.31 Unda the Sugar C1:t111 Act. 1982 a Ct!S8 of Ro. lt.00 per 
quint.al is being colle<:led on all sugar produced by any sugar factory 
in India. 

3.3Z The Susar Developlllelll Fund Act, 1982 provides th•I an 
amount "'lui1'lllimt to the proceeds of the duty of excise levied and 
collected under the Sugar C- Act. 1!18Z nducecl by the cost of 
collection u determined by the C'.entral Government, tosether with 
•ny moneys "'teivt!<I by the Central Government for the purposes 
of tbill Act, shall aft.,,. due appropriation ma.de by Parliament by 
Law be """dlh!d to the F11nd. 
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3.33 As provided under the Sugar Development Fund Act, the Fund is to be utilized by the Government of India for the foUowing purposes:-

(ii Making loans for undertaking of any scheme for 
development of sugattane in the area in whldi any sugar factory is situated. 

(ii) Making loans for facilitating the ...,habilitation and 
modernization of any sugar factory. 

(iii) Making grant for the pU'P""'<' of any reff;trth project 
aimed al development of sugar factory. 

(ivl Defraying eocpenditlm' for the pwpose of building up and 
maintenance of buffer stock of sugar with a view to stabilU:ing the price of sugar. 

Iv) Defraying ;ony other~~ for !he pwpose of the Act. 
3.34 During the period from 1982-83 lo 2000.2001 (upto 31 Du. 2000) a cess amount of a... 2725.67 crores hao bHl'I collected. As on 31.12.2000, an amount of Rs. 2366.00 CJUM!! hu bioen tranaferttd to the Sugar DeV<!lopmeril Fund. 

3.J5 An amount oJ Ra. 1903."2 crore bu been dillbutffd from the F1,1nd upto 31st Dec. 2000. Net Fund available ;n Sugar Development Fund (excluding repayment of principal amount and interest thereon) as on 31-12-2000 wu Rs. 462.58 crore. As on 31-12·2000 an amount of Rs. S8S.D7 <:n>J"H ha been repaid by the Sugar units (principal plua lnlel"fft) against loan advanced to them. 

336 The /ollowing provisions have been made for payments out of Sugar Development Fund during 2{JQ(l-2001 and 2001-2002:-

(a) Subsidy for maintenance of 
buffer stocks of sugar 

' >oo.OO 

(Rs. in lakhs) 

Revised 
Estimates 
2(00-""" 

' >oo.oo 

Budget 
Estimates 
2001-2002 

3 

100.00 



(b) Grants-in-aid for research 
projects aimed at 
development of sugar 
industry 

(c) Loans for modernization 
rehabilitation r>f sugar mills 

(d) Loans lo sugar mills for 
cane development 

(e) Administration of Sugar 
Development Fund 

(f) Expenditure on National 
Institute of Sugarcane and 
Sugar Teclmology, Mau. 

Tow 

"' 
' ' ' 

"""" 125.00 250.00 

15000.00 21XXXJ.00 

522.00 548.00 570.00 

665.00 200.00 100.00 

23637.00 18073.00 23021100 

3.37 Rule 16 (6) (b) fourth proviso and rule 17 (1) third proviso of 
the SDF Rules, 1983 provide that the Central Government shall 
authorise piipnent of loans from the Sugar Develop<nent Fund only to 
•ucll ougar ~ whlclt have fully repaid all the •urns due in 
re:ipect ot Sugar Development Fund (SDF) and Levy Sugar Price 
6qualisa.liDn Fund (LSPEF). Most of the sugar mills who had applied 
for loam from SDF and who!le cases were oonsidel"d for grant of lom. 

had availed of SDF loan that had not been fully repaid. There were 
also case• of sugar mills which had not settled the Government claims 

with regard to the lSPEF dues and had obtained Stay Orders from 

the Allahahad High C<>Urt on its recovery. Ali, pending a final order 
of the Court, the amounl:o of claim remained due, disbur.3al of loan 
from SDF was not possible. 

3.38 When the Committee asked what efforts have been made by 
the Government tn remove such obstacle, the representative of Ministry 

while during official evidence •tated as under:-

"Tiie SDF rules had a provisions that no loan from the SDF shall 
be disbursed if the amount is due, if the earlier loan has not been 

fully repaid and if any amount is due to the Levy Sugar Prices 



"' 
Equalisation Fund Account. In the case of sho!t leiUL loans, when 
it was introduced, rule 17 (a) had a different provision.. It said 
that 1oan can be distributed provided the loan amount which has 
become due has been paid. So, there was a different interpretation 
given. On the one hand, we ru:e saying that all sums due must be 
repaid before we give the loan. It was intetpreted dilierenlly by 
the Standing on SOf. At one point of time it waa said that unless 
the full Joan has been repaid, no SDF Joan can be given. As you 
""' aware, In the case of modernisation, the period of moratorium 
Is eight yean and after eight yeus there ilre five annual instalments. 
That means 13 years. One of the view earlier taken was If you 
give SDF Imm for modemisati<Jfl today, then for thirteen years you 
cannot give the second loan. Then the matter was discus""<! in the 
Standing Committe... It was decided that ..U..,e modernisation is a 
continuous prot'eS11 Wf! cannot wait so Jong and that there should 
be a gap of seven years. Subsequently It WllS thought that seven 
years is a too long period. lhen it was decided that if the first 
Joan has been given and the project has been Implemented. then 
you can give the eiecond loan. That was the policy before. The 
result was that some mil1a got more than two Joans. Some mills 
got three DI four loans. This has also become a problem from 
security point of view. If was examined and it was established on 
the 12th February and it was notified saying that at any given 
point of tune, there cannot be lrlOl'e than two loans, either for 
modernisation or for Cane Developrnenl lhe maximum loan thal 
can be given to a unit i5 two loans at a time. Third loan cannot 
be given unless one of the two previous loans hu been fully 
n>paid both for modernisation and for cane development. Slm.ilarly 
about the '..U sums due' and 'lllIIOUlll whlcll has become due' has 
now been clarified. The rules have been mnended saying !hat if 
they had paid sums due th'"11. they are eligible. In other words, if 
the instalment i5 due and if he has paid the imtahnenls, then he 
become eligible for thal Settling that took time." 

3.39 When the Committee asked how many applicatlofl.'I for 
modernisation/rehabilitation have been received during 1999-2000 and 
2000-2001, the Ministry in their post evidence n>plY submitted as 
under.-

dDuring the 1999-2000 &. 2000-2001 the number of applications 
received from sugar factories for grant of SDF loan for 
modernisation was 14 and 13 respe<Ctlvely. 



'"' 
Out of 14 cases of 1999-2000, in 7 cases Administrative Approval 
conveying S1111ction of loan has been issued. In 4 m""' """""' the 
Standing Committee of the SDF has made its recommendations 
and the issue of administrative approval is under process. Out of 
the remaining 3 cases, 2 cases are pending for ronsideration while 
in one case the financial institution (NCOC) is revising its appraisal 
report. 

Out of 13 cases of :Z000.2001, 6 cases have been conside"i'd by the 
Standing Committee of the SDF in its lm'et:ing held on 21.3.2001. 
Issue of administrative apProval in the cases 1""mnmended by the 
Standing Committee is under process. The remaining 7 cases are 
pending for ronsiderauon." 

3.40 When the Committee further asked how many sugar factori"" 
could not be disbursed loan due to theit dues to levy sugar price 
equalization fund and how many 6Ugar factories would be able to 
avail loan by wnending SDF rule, the Ministry in ~ Post evidence 
reply stated "" uncle<:--

"During the year 2000-2001 disbursement of modernisation/ 
rehabilitation loan to S sugar mills was held up due I<> outstanding 
lSPEF dues. Out of these cases loans have since been dialnused to 
3 mills. 

(ii) The Sugar Developm<:nl Fund Rules, 1983 were amended 
on 12.2.2001 viik GSR No. 91 (E) published in the Gazette 
of India extraordinary so as to provide that 

(a) The Central Government shall authorise payment of SDF 
loan only to such sugar undertakings which have fully 
repaid all sums which have become due in respect of SDF 
and lSPEF. 

(b) A sugar undertaking, which has availed of a loan whether 
for modernisation or cane development, shall be eligible for 
loan only on one more occasion during the period in which 
the previous loan for modernisatiOl'I or caJte development 
loan, along with interest thereon, has not been fully repaid. 

The above amendment in the SDF Rules was made in order to 
remove any doubt regarding the eligibility of the sugar undertaking 
to avail of SDf loam;." 



'" 
3.41 The BE (2000-2001) for the purpose was Rs. 250 lakhs which has been decreased to Rs. 125 lakhs in RE (200)-2001), and no money could be disbursed uplo IJeceml:'<'r, 2000. When the Committee ask"<I the reasons for non-utilisation of fund, the Ministry in a written reply furnished as under:-

NAn amount of Rs. 13.77 W<hs has been disbursed towards grant· in-aid till date. Grants-in-aid for reSNTCh projects sanction"<:! from the SDF are to be completed over a period of time which generally ranges between 3 to 5 years. Annual instalments of grants a"' to be disbursed to the grantee Institutions cm this basis. Release of grants-in-aid from the SDF is subject to detailed terms and conditions. The first instalment is released. on """""tion of necessary bond and completion of other related formalitie• and the subsequent instalments a.., released only on the production of utilisation certi&ata and satisfactory progress reports. During the current ~· the low expenditme on account of grants-in-aid has been mainly due to lad< <.i proposals for releases of first and subsequent 1J1Stalments. Letters have been sent to all organisations/ irulitutiC>ll3 to whom grants-in-aid has been .<anctioned to expedite the process of availing balance instalm"'lts. ~ 

National Institute Df Sugaran" and Sugar Teclutology, Mau 
3.42 Gowmin<!11t of India, ~try of Consumer AHatrs, Food & Publtc Distributioa, Department of Food & Public Distribution tool: a decision in May 93 to set up a National Institute of Sugarcane and Sugar Technology at Kuohmouc, D"istt. Mau Nath Bhanjan in U.P. 

3.43 The Budget alloi:ation and actual expenditure of !hi• Institute from the year 1993-9-4 ;.. "" under:-

(Rs. in !al<hs} 
Year Budget Alloci\tion Actual Expenditure 

' ' ' 1993-94 305.10 934 
1994-95 52.5.00 11.67 

1995-96 753.00 263.73 



"' 
' , ' ,,,._,, "5200 162.81 

1997-98 m.oo 419.0S 

1998-99 873.00 288.07 ,.,,_,,,,, m.oo 127.42 

2000-2001 ... 00 31.31 
(Uptci 31.12.2000) 

3.44 The Central Monitoring Group, in its meeting held on 27.1.2000, has zecommBtded as followo:-
N As the Naticmal Institute of Sugan:ane and Sugar 'R'clmology, Mau has not yet fully developed as an lnstitutiM, though a substantial investment has been made in infrastructure like buildings; the group strongly tecr>mm"'1.ded the windillg up of thill Institution and transfer of the buildings along with land to any Central Agency which is looking for acce>mmOdation ill this are.:o. If no such central institution shows any inteNst, the Department should • expm the possibility of transferring the assets tQ the Stare Government. The specialized functions, if any, which are to be pe:rfomted by this Institute rould as w..11 be entrusted to the NSJ, Kanpur which has a good track record in promotion of sugar technology and in training of peraonnel for eventual employment in sugar lndustry.n 

3.45 Pursuant to the above """"1UI1endation, it has been decided to examine the kuibility of transferring this Institute to the Ministry of Agrirulture which is primarily conremed with agrirultural reeeuch. No further recruitment to the Institute has been made. 
3.46 When the Committee asked what circumstances has changed that we do not want NISST, MAU, the Sem-tary (Department of Food and Public Distribution) stated as under:-
"This is stated in the re<:ommendation itself. There will be a dupUcation ol efforts. This is what this Group felt and that is why they re<:ommended that this work would be looked after by NS! or some other research institutioo. And if need be, it could also be transferred to the State Government. It would not be appropriate for me to comment on the decision taken. If the august body wants this decision to be reviewed, it can make an appropriate re<:ommendatiML" 



'" 
3.47 VYhen. the Conu:nittee further asked whether NSl Kanpur is sufficient to tal<e up, the challenge and whether NSJ Kanpur has made a major breakthrough that we do not want NISST, MAU, the "'presentati\reS of MiI1istry furnished as under:-
"As discussed an original elfort was made to establish N1$1', Mau in 1993. This was for providing training Jn the fields of sugar technology. sugar engineering and ind1161rial fennental:lon. NISST, Mau wu conceived to focus on these Qm,e subjectti. This was oet up aloo to serve the supn:ane growers need!! in Eutem Uttar Praru..h and Bilw-. 1'hen!alter, the project was re\l\ewed In 1996. At that tim.e also it was l1'C<>IIlmertded that steps should be taken to dlllp<>Se of the building; \!OflCeZiled, if there is no justification to locate the institute at Mau. It was decided that the Jnstitute, in addition to training and extaision services Initially intended to be ""1dered couk1 aL\lo cover teaching of post>-graduate counes. It was thought that the post-graduate oourses which were not theft in Kanpur could also be "'XOJIUilodated here. Reconunendations of Central monitoring gfOUp were submitted in January, 2000. Mahajan Crnrunittee ~tion.o we~ subillitted in 1998. The ma.in """'111mertdation of Mahajan Committee was lo strengthen National Sugar Institute at Kanpur which was ooce quite reputed and make it autonomous body. Govemi:nent has decided to sln!ngthen NSl This is also being ~ that the institute should be strengthened as per the need of the industry after ~ with them. If thio is done, it will produce pecple who will be beneficial to the industry. In so far as the "'°'""'Y of ~ugu<:;mi, is concerned, the percentage of recovery is less now, though Government of UP hu taken Varietal replacemertt progtilll1,llle. Conou.ltation on SUgar<:ane is not being done in Karipur now. That is being tooled after by the Sugarcane Bu-eding Institute, Coimhlf.tore and I!SR, Lud<now. The Goverrunent has already taken steps Jn this tegan:I and the Gov.trnI11ent of Uttar f'rold.l'.Sh has also taken steps for varietal dev~t.u 

' 



'" 
Import of Su3ar 

3.48 In the Union Bud~ 1999-:ZOOO, the duty on lmp<med sugar wa• increased from 20% to 25% plus a 10% surcltll!"ge and the counteritailing duty of Rs. 850 per tonne was also c<lfltinued. lhe bask cus!onl duty was furlha raised to 40% w;tlt effect from 30.12.1999 and thereafter to 60% with ~ irom 09.02.2000, with the c:ontinu<tnCe of countervailirig duty of Rs. 850 pe~ t<=\e. Duririg the finuldal ~ 2(00-2001 (upto Nowmher 2000) a qu.uitity ot ®out 0.23 lakh tonne (pro..tsionaJ) of •Uga:r has been imported by various private parti"5 under OGL as against a quantity of about 11.15 lakh tonnes (provisilmal) Imported. douing 1999-2000 as per DGCIS-Calci.ttt. Th<' import/expat putonnance of India during the fuuutcial years 1998-99 lo 2000--2001 has bee\ aa under.-

Financial Year 

1998-1999 

1999-2000 (P) 

""'"""' (upto Nov. 1000) (P) 

Sl'<>cb of Sup-r 

(Qry hi lakh tonnes) 

•.00 

lt.15 

'·" 

3.49 Month-wise ,:arty over stock, production, off take and month-end stocb for the sea5'lr1 2000--2001 are as under:-

(In lakh "'""-) MM .. - °"" """""""' """"" Month.end """' -· Oct. """ 92.97 '" 14.38 .,., 
Nov. 2000 "·" 15.21 '"' "'"' °"· ""' "·"" "-" 13.43 101.62 



'" 
Ei<port of Suga:r 

3.50 Government has allowed export of 10 Iakh tonnes of sugar 
during the lkl'!OCing year 2000-2001, which can be wuiertaken by the 
sugar mills either diroctly or through the exporters. 

3.51 In order te> boost export of sugar, Government have tabm the 
following measures;-

(i) The sugar meant for export has beer> e><ernpted from the 
levy obligation. This exemption, which was initially available 
for a period of six months, commencing from 1st June, 2000, 
has been extended upto 31.3.2001. 

(ii) The quantity exported for commercial exports i• being 
treated as adv~ freesale release to be a<fJUSted after a 
period of 12 months from the date of release. 

(iii) The levy exemption on the quantity of sugar meant for 
commen:ial exports, if it rould not be availed of by the 
ougar factory out of 1999-2000 season's production due to 
the completi= of its levy obligation, the same may be 
availed by the concerned sugar factory from the production 
in the current sugar season. 

DEPB al the rate of 5% of the F.0.8. value of exports of sugar has 
been allowed. 

3.52 When the Committee asked how much quantity Df sugar has 
been exported, the Ministry in their post evidence reply furnished as 
under:-

"As per the information published by IXXl&:S, Calcutta, a quantity 
of about t.84 Iakh tormes {pmvisional) has actually been exported 
during the financial year :ztXXl..2001 (upto December, 2000). 

As per the information fumiahed by the exporters. a quantity of 
about 4.34 lakh tonnes {provisional) hu been exported during the 
financial. year 2000-2001 (upto 14.J.2001). Further e~ports a... in 
progress." 

Cane Price Att..ar 

3.53 As on 30.09.2000, the total cane price am.us of 1999-2000 
sugar seaS011 and the earlier sugar seasons were Rs. 799 "1'"0ft!8. 



'" 
3.54 On the basis of the infomtation received from the States, the cane price """""'• as on 15.3.2001, were Rs. 245.60 crores. 
355 Themf.,..., the cane prke arrears paid to the sugarcane growers between 1.10.200J and 15.3.2001 Weft! Ra. 5S3.4(l Cf0n'8. 

3.56 Cane price payment position Is mqWn!d to be ~ by the su8111" mills on fortnightly basis which on n!Ceipt Is compiled by the Directorate of Sugar. As a number of sugar mills do not End the informati(QI on time. the compilation gets delayed by 4-6 weeb. 
3.57 As per the llltest compilation, as on 31.1.2001, for the C\ll'IWll 2000-2001 sugar season. the cane price ........,.. are to the time of Rs. 125475.'3 lakhs. 

358 The cane price ane;mi in respect of public, cooperative and private sector sugar mills are to the tune of Rs. 160.66 crores, Rs. 556.97 aores and Rs. 537.13 crore• >:espe<1ively. 

Sick Sugar lnduatry 

3.59 State/Union Territory-wise position of sugar companies registered with the BIPR Is given as follows:-

s. No. State No. of Companies 
L Andhra Pradesh • '· ""'u • • Kerala ' • K.m•W. ' '· Madhya Pradesh • ' Maharashtra • '· ""'"' ' ' Punjab 1 

' Raj;uthan ' w. 'Thmil Nadu • u. Uttar Pradesh " " West Bengal ' TuW " 



"' 
J.60 Accotding to inforn...tion ""'1!ived hom the National. Bank for 

Agricultwe and Rural Development (NABARD), as on 31.3.1999, out 
of 241 sugar mills under the Cooperative sector, 92 mills had negative 
net worth. State-wise details in thJa regard are given below:-

-Gujarat 

Andhra Pradesh 

"""~ 
fu"J'b 
Utlllr Pradeeh 

Tamil.- Nadu 

""""""" 
Tm• 

Number of Mills 

"' " " 
" " " " 
" 
'" 

Number of Mills 
with negative 
N~worth 

35 

6 

7 

• 
6 

20 

" • 
3.61 When the Committee asked what efforts have been made by the Govt. to remove sickness, the Ministry in their post evidence reply 

submitted as under:-

"The Government of India has taken the following 5teps lo revive 
the slck sugar mills:-

1. Levy obllgati<m of sugar mills, which was rllduced from 
40% to 30% w.e.f. 1.1.2000, has been further reduced to 15% 
w.el. 1.2.2001. 

2. Monthly release of free..U sugar ilre being made judiciously 
to ensure fair realization to sugar industry. 

3. Advance releaxo of free-sale sugar are being given to needy 
sugar mills to enable thetti to clear cane price dues of the 
farmers. 

4. Govl!rnment is also considering to amend the Sugar 
Development Fund Rules, 1983 for providing financial 
assistance at ccnfessional rate of interest to potentially viable 
sick •ugar mills." 



"" 
3.62 A Committee has been constituted hy the G<>Vttnment under 

the Chairmanship of 5'!cn.tary (F4<PD) to ex~ the cases of sick 
Cooperative Sugar Mills and to recommend revival packages of 
rotentially viable units. 

3.63 When the Committee further asked whether Government is 
considering to open/revive the closed sugar mills, the Ministry in 
their post evidence reply submitted'-

"The State Government of Bihar have informed that there are 
15 sugar factories under the administrative control of B>har State 
Sugar Corporation Ltd. (BSSCL}, a Bihar State Government 
undertaking, which are lying cl~. The Bihar State Government 
has informed that the following •teps are being taken by the State 
Government fur the revival of the cloaed sugar units of BSSCL 

t. The three factories, namely, Hathuwa, Lauriya and Siwan, 
whiclt wen> taken over from their erstwhile owners, i.e., 
5.KG. group in the year 1965 are propo!Sed to the n>tumed 
to their erstwhile owners. 'Ihe matter of handling over these 
mills back lo the old management is wul.er the consideration 
of the State Government. The old management has assured 
the State Government to modernise these mills gradually 
and make them viable. 

2. In so far as other twelve mills under Bihar State Sugar 
Corporation are concerned, a decision has been taken to g<!I 
them evaluated by a technical consultant and then dispose 
them off. The IFC! has been appointed as te<:hnical 
consultant for evaluation of these mills. The IFC! will also 
invite tenders and do necessary negoliation so that outright 
sale of these unil!i may be finalized. Buyers of these mills 
are expected to modernize and operate them. In a meeting 
c<>nvened by the Hon'b!e Minister for Consumer Affair,, 
Food &: Puhlk Distribution on 19.1.2001 to discuss, inter-alia 
the issue of revival of closed/sick sugar mills. The 
reJ'l"oenlatives of IFCI were also present In the meeting 
and they assurnd to provide all possible cooperation in 
llTlprovlng the viability of the sugar mill. 

This Ministry has no information regarding the oteps being 
taken by the other St.ates to privatize the cloaed sugar mills 
in their respective St.ate. 
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1he Central Government is considering a proposal to amend 

the Sugar Development Fund Rules, 1983 to grant loam from the 
SDF at confussional rate of interest lo potentially viable skk sugar 

mill" 

The Central Government has also dectded to give concession 
in levy percentage to sugar mills which will be rehabilitated with 
financial assistant!.' from the Cen~." 

High Powered Committee on Sugar Industry 

3.64 In pursuance of the directions of the Allahabad High Court, 
Government had, in 1997, set up a High Powered Committee under 
the chairmanship of Shri B.B. Mahajan, retired Food Se<=tary, to study 
the entire gamut of •ugar eoonomy and make reconunendatioru for its 
improvement. The Committee submitted its report on 15.4.1998 and 
made 167 recommendations {including sub-recommendations) on 
various aspects of sugar policy. Government has taken de<:isions on all 
the n!COllUllendations of the Committee. The main decisions of the 
Government are as follows:-

• Government has decided to decontrol the sugar industry in 
a phased manner. The phased decontrol shall be 
accompanied by a number of steps including "5tablishment 
of a forwanl/furture• marllt for sugar to achieve IOllg-
term pri"" stabilisation. 

• The Public Diotrlbution System (PDS) for sugar has been 
restructured to achieve better targeting. The income tax 
assesses and the members of their family have been 
v:cluded from the purview of distribution. of sugar under 
the PDS with effect from 1.7.2000. With effect from 1.2.2001, 
supply of sugar under the PDS has been resbicted to the 
Below Poverty line {BPL) families in all States/Union 
Territories ID<Ci!J>t North Easll!ll'\ States, Hill States and Isl.and 
territories. 1he minimum per head per month sugar under 
the PDS has been increased from 425 gms. to 500 gms. 
with effect from 1.2.2001. 
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• Government has decided that mstead of setting up a 

Sugarcane Pricing Board for determining the hnal sugarcane 

prices lo be paid by the sugar mills, the Comtnission on 

Agricultural Costs & Prices (CACP) will be entrusted with 

the responsibility of determining the sugarcane prices 

including the growers' share percentage in the final cane 

pri=. The Government has lifted on 13.4.1999 the ""'lriction 

on sale of at least 47.S% of the monlh!y freesale sugar quota 

during each fortnight Government has also allowed w.e.f. 

25.1.2000, the sugar factories to sell upto 10% of their 

monthly &ee..aJe quota by the 7th of the succeeding months. 

• Government has w.e.f. 7.7.ZOOO removed the sto<:khoiding 

limits on recognised dealers of sugar. 

• Govemment haa set up a Commlttee undet the chairmanship 

of Secretary, Department of Food & Publi< Distribution lo 

examine the cases of sick cooperative sugar mills for 

feCOil'Unending revival packages for p<:>tentially viable sick 

cooperative sugar mills. 

• Govemmenl has decided to amend the Sugar Development 

Fund Rules, 1983 for providing loans at conceSSional ral<!s 

from the Sugar Development Fund for potentially viable 

sick sugar mjlli;. 

• Government had decided to amend !he Sugar Development 

Fund Rules, 1983 for giving loam lo the ougar mills for 

utilisation of by-products with a view to improving their 

viability. 

3.65 The Committee note that the number of ..am.pies of sugar 

failed from 1998-99 lo 1999-2000 has increased from Ul lo 124 though 

the number of aampleo d~ from 843 lo 518 during the year. 

The number of 9ugar factorieo whiclt were inued w1mtng letten 

have allKl decreased from 33 in 19%-99 lo 24 in 1999-1000. The 

Committee feel that the Government If not giving adequate 

weightage to quality control of sugar. In the opinion of the 

Committee, if the quality of 1upr is to maintained, Indian Sugar 

will not Mmpele in the intematiorW marhf and thus have an impact 

on export ..:enario. The Committee, therefore, recommend that the 

qlllllity of •ugar shou1d be strictly m1intained. 
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3.66 The Committtt note that during 2000-2001, disbul'S<>ment of 

modernization/rehabilitation loan was also held up due to levy ""gar 
!'rite equalisation fund dues. Also during 1999-2000 and 2000-2001, 
the disposal of applications for modernizatiun/rehabilitation is also 
not encouraging due lo which the whole sum of Rs. 200 crore for 
modemization/tthabilitation could nut be utilized and the amount 
had lo be reduced to 150 crore at RE (2000-2001) stage. The 
Committee, therefore, """'mmend that all technical snags in disbursal 
of loan for modemization/rehabililalion be removed and all out 
effort• should be made to utilize the sum earmarked in a financial 
year fully. 

3.67 Wilh a view to cater to the need of cane-growers of eastern 
U.P., Bihar and other adjoining areas and also in regard to cane 
development, the Government had bken a decision t<> establish 
National lnslilule of Sugarcane and Sugar Technology (NJSST), MAU 
in 1993. In 1996, !he project w"" revinved by the Ministry <>f Finance 
and it was rl!l'ommended by !hem I<> take step• for dispO!lll of land 
bu!\d!ng, if there was no justification to establish the iruitilute of 
MAU. Late<, it was decided that the institute, in addition to training 
and extenoion oervices, c<>uld also rover teaching post-graduate coune 
which wao nol available in NS!, K.anpur and as such the Government 
continued with the project. Now, Central Monitoring Group of the 
Ministry of Finance has recommended for winding up of NISST, 
MAU and transferring the land and building to any Central agency/ 
State Government in the related field. The Committee ;ire cOr111trained 
to unden1tand as lo why the Govemment took a decision lo establish 
NISST, revised the same later on, again continued with the project 
and finally decided lo wind up. The Committee feel that there is 
si>me majnr lacunae al pnlicy level in the Government and 
Gnvemmenl is nnl able to make firm deci5ion in fixing priority. II 
seentfl !hat no care was taken for the financial position of the «1untry 
i•is-~-vis the interest nf sugarrane growers of the area in taking such 
a hasty decision. The C<>mmittee, while expressing their deep concern 
over thio ridiculous activity, record their disagreement. They, therefore, 
r...,ommend th.at the Government ohould review the deciilinn, go 
along with the NISST, MAU, and shnuld nnt wind up the Institute 
in the larger inten:st of farmers of Eastern U.P. and Bihar. 
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3.68 The Committee have come to know that in many case& there 

has been shortage in supply of levy sugar to FCI/Stali! Government 
or their nomineea and the •hortage in all the ~ is being recovered 
from resp...,tive mill• even when a clear RR is given to them. The 
Committee recommend that the Government aho<1ld rectify the 
anomaly immediately in consultation with FCI, State Govt. and 
Railways etc. for positive disp08al of genuine clail:no "" has b""" 
ascertained by Miniatry during evide""". The Committtt desire th.lt 
such steps should be t.ll<en so that no such anomaly should recur in 
future. Steps taken in thio regard shou1d ~ rommunic•ied lo the 
Commith>e. 

3.69 The Committee note that internal consumption of sugar 
during 1'1'19-2000 was 155.36 !akh tonne. The closing slod< of sugar 
was about 92.97 lakh tonne at the end of s11gu season 1999-2000. 
India hrui bttome the largest producer of sugar in the world with 
production of 181.41 lakh tonnes in 1999·2000. However, as per 
information of DGCl&S, Ca1rotta, a quantity of about 1.84 lalch tonne 
only has been exported during 2000-2001 up to 0..~ember 2000. The 
Committee feel that then' is pat nttd to aupent ttport of sugar 
ln the lntettat of 1n1gar ind..,,try, otherwise susar mills will not be 
able to sell sugar in the domestic market in time. The Committee, 
therefore, strongly recommend to de.,U.e ways and means for export 
of sugar which is in uceu of domestic consumption. 

3.70 About 23000 tonne of sugar has been imported upto 
Nuvember 2000. The landed cost of lmpurted !lugar comes lo 
Rs. 9.25/kg approximately which ls che.aper than domestic sugar. The 
Government hao Nied that 11ucli imported ougar is for pharma<l'utica\ 
purpo...,,,, The Commitl<!e feel that when there is alnady """""" of 
sugar Jn the country, the import of sugar is not juBlified. The 
Committee, the«!fore, recommend that the import of sugar be 
substantialy minimized and for need of pharmace11tic.U iru:l1181ries, 
R&D work be augmented in •"&"r institutes and laboratories. 

3.71 As on 30.09.2000, the Iota! cane price arrears of 1999-2000 
sugar &eason and of earlier sugar seuon were Rs. 799 croree. Ae on 
31.1.ZOOl, for <:lllttllt sugar season (2000-2001), the cane price ;mean 
are Rs. 12,5475.43 lalch which accounta to about 3.2% of total cane 
price. The Conunittee appreciate lhal Government have amended 
the sugarcane (control) order, 1966 to enable the Central Government/ 
State Govemmenl:il to recover cane price arreat5 as arrearo of land 
revenue. The Committee, therefof<!, strongly recommend to invoke 
the sugarcane (control) Order, 1966 strictly "° that all the cane price 
arrearo are pa;d lo 1n1garcane fanJlen in lime. 



'" 
3.72 The Committee have been informed that 39 private/public sugar indU11trie• are reported sick to BIFR. About 92 sugar cooperative sugar mills have also their negative net worth. The Committee note that about 25% of sugar industries ""' either sick or with negative net worth. The Committee, therefore, .....,.,mmend that positive efforts 

be made to of"'ll/revive closed/sick sugar mills even by privatizing them for which the matter may be taken up at the appropriate lev"I with the State Govemll\elllll immediately. Further, funds should be given out of SDF for modernization/rehabilitation of sick sugar industry. EJ<ciile duty levy and other fa>< exemption be considered on production of sugar and thrir by-produ~ like molas1.,, etc:. R""l!arch should also be conducted for by-product utilization of augar 10 that ancillary units may be established and sick sugar units should be capable of utilising revenue obtained from by-products to slttngthen themselves. 

3.73 The Government have reduced levy obligatlon of sugar factories to 15% w.e.f. 1.2.2001. Finan<:e Minister has al8o announced th•I romplete decontrol of sugar Is ineveniible. Once sugar i$ fully de<ontrolled old suga:r mill8 and new sugarmills alongwith apan9ion prajeclll wiU be treated at par and those with sound financial position alone will survive. In such situation the new/expansion projecbl may not prove economically viable ;u domestic sugar industry Is saddled with high production of sugar to the tune of 248.87 l;okh tonne while internal consumption i9 only 155.36 lakh tonnes. Thus, in a limited market with very J.,..., •rope of aporl alongwith subsidized Imported sugar, the ..... 1., of sugar i• bound to be affected. The Committet., therefore, desire that for new/expansion project, e"emption of e"cise duty on total prod.udion and molasses should be rnnsidered so tha.t they may withstand competition. 



MANAGe.ffiN'f OF EDIBLE OIL 

Edible oil& and fats aR' an estlelltial ingredient for a whoksmne 

and balancl.d diet and more vital lte!Jl5 of mass o:cnsumpnon. Beta.use 

of the importanc.'e of edible oil in our national ecooomy, the Department 

of Food &: Public Distributiori has been enlnm\ed with !he <ll!!lil<AISibility 

of management of <i>::fil>le oils so a• to enaure their easy availability to 

the conswners at reason.able prices throughout the <:OUntry. 

4.2 Thw: are two so<U"CeS of oils-ptimary ~ and secondary 

sources. The primary Aoun:ea include those oil....,do, which are 

cultiv•ted. 1he main edible oilll fP>III these SO\U"l:e& are groundnut, 

rapeseed/mustal'doeed, soy.i-,, sunflowet ....ame. digressed and 

:;afflowet seed. he main !ll!COPdary sources of oils include coconut oil, 

cottonseed oil and rice barn oiL ~ prodllciion of oil~• and net 

availability of edible oilf from ~ MIUR'l!S (parUnaey source and 

sec<:mdary sou=) for the years 1998-99 and 1999-2000 are reco.ded 

below:-

Name of OIJseed.. 

' 
(A) Primary Source 

Groundnut 

Rapeseed &: Mustard 

Soyabean 

Sunflower 

Sesame 

,,,.,, 

' 3 

91.70 21.05 

57.80 17.91 

69.40 ""' 
11.70 '" s.ro 1.74 

'" 

(In lakh MTs) 

1999-2000 

Oilseeds 

' 5 

"'" 12.88 

56.70 17.58 

"·"' 10.94 

8.10 ,., 
'"' 1.67 



'" 

' ' ' • ' N.,_.., .... '"' '""' 0.39 ..,,,_, '·" 0.% '·" ,,, 
""~' 

,,,, '"" '·" '·" '"""' '·" 0.81 '"' 1.62 

'°"" =rn 60.91 211.80 52.17 
(B) Semnd.uy So11tte 
Coconut '"' '"' Co"""'"" ...., 500 
Rice-bran 5.00 '" Solvent E~tracted Oils '·" ""' Thoe & FOleSt Origin "" LO 
Sub-Tutal 19.90 18.0 

Total {A) + (8) 80.81 ''"' 
(q LeSS'. Export " 10.00 •.oo 
Industrial use 

(D) Net Domestic Availability 70.81 6217 
of Edible Oils 

4_3 The management of edible oils is done through the Directorate 
of Vanaspati, Vegetable Oils &: Fats. The main activities involved in 
the management of edible oils are (A) administntion of various control 
order. through the Directorate of Vanaspati, Vegetable Oils &: Fats (B) 
distribution of imported oils through public distribution system at 
subsidll:ed rates and (C) management of the public lleCtor undo:rtDkmg, 
namely, the Hindustan Vegetable Oils Corporation. 

Dim:lu:tat" of VlllDpati,. Vegetable Oil ll?ld Fahl 

4.4 Dim:torate of Vanaspati, Vegetable Oils and Fats plays a key 
role In the development of vegetable indw;try. Financial il.SSistana. is 
given for researdi and development activities for improving the 
availability and acceptability of oils and P"""'•sing the quality of 



"' 
products. The pLm outlay for Budget Estimates &: Revised Estimates 
2000-2001 and Budg<!t Estimates 2001-2002 for Re9eart:h & Evaluation 
{Research & Development) is as under. 

"'·"' "·"' 

{Rs. in Jakhs) 

Budget F..timatm 
2001-2002 

.,., 
4.5 The aforesaid provision has been utilized for funding a number 

of nationally recognilld institutes/R&D organizatiorui, who have done 
significant work. The ~orate has qualified Chemists with experient'e 
in the analysis of fats and oils. Irregularities pointed out by the Field 
Officers in their Inspection Reports are considered for appropriate action 
against the defaulting units. The samples drawn by the Field Offk..rs 
are sent to the Lmoratmy of the Directorate for analysis for checltlng 
conformity with the prescribed requirements. ln ca ... of the failure of 
samples, concerned Stale Governments are required to launch 
pmserution against the defaulting units. On an average, the Din!ctorate 
has been analyzing; about 4000 samples f"'I annum. The number of 
samples received/analyzed during Financial Year 1997-911, 1998-99 and 
1999-llXKI are as below:-

Name of Oil No. of Samples Tested 

1997-98 1998-99 1999-2000 

voe "" "'" "" 
SEO 144 "' " 
SpocW "' 153 1 

Total ""' '"' 3919 

Failed 11 VOP ll VOP "voe 
12 GNO 17 SEO 5 Special Samples 

7 VOP from Nepal 

4.6 The non-plan outlay for the Directorate Is Rs. 166.00 lakhs·in 
RE 2000-2001 and Rs. 197.00 lakhs in BE 2001•2002. 
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4.7 When the Coaunlttee asked how many samples cl. different oils have bef,n tesled during 2000-2001 till March 15,2001 and how many of lhetn have fiiiled in test, the Ministry in their writtm reply have f~ as under:-
NDetails of the $Bmples mia.lysed in the laboratory of the Di=t<>rnte of Vanaspatt, 'kgetalile Oils &: Fats during 200<!-2001 till Miorch.. 15, 2001 are as under:--·-,..,., -'"'""' (till 15!h Maidl) 

' 

Number of Siunpil's -· -,.,.,,.. 
(fill 15 Mlr<tl) 

• 
' 
• 
• 'Samples I.ailed mainly in -i-t of Melling Point, Baudou In Test, BR Reading. Free Fatty Acid (FFA), Vltamln-A, etc. q 

4.8 When the C"1llll\ittee fort.be! askro what actiOlls have beerl taken against the units whose sample, takeil in 1997-98, 199&-1999 and 19'}9-2000, have failed test, the Ministry replied as under.-
N[)et.olls of the samples aJlal}'sed. in the laboratory of the Directorall! ol VAASpati, Wgeh>ble Oils &; Fats during the Iaot lhree yea.tS are "" under. 

Name of the Product 

' 
Vanasati 

Refined Solvent 
Extracted Oil 

""-"' 
' 

"" "' 
' 

3016 ,.. 

1999-2000 

• 
''" " 



' 
Special Samples 

Samples Failed 

V;maspati 

SW 

Groundnut Oil 

Van. from Nepal 
Special Samples 

'" 
2 

u 

" ' 

' 
"' ,.,, 

22 

" 

' 3918 

5 
Show cause notices were issued to defaulting units for such failu"' of samples and sub:iequetttly considering the metit of the 

CllSe, prosecution was recommended in two cases lo the con<'etru!d. State Governments in the year 1997-98. Permission granted to certain vana.spali units for manufacture of vanaspali under the Vegetable Oil Products (Control) O\'o;kr was suspended for pre!lellCe of Argemone Oil detected in the year 1998-99. Registration granted to one of the vai:iaspi&ti units was amadlOO on at'COUill of failure of samples in the year 1999-2000." 

4.9 When the Committee desin!d to know the rNSOnS for less prosecution, action taken oo the samp!es failed, the representatives of MU.istry during the evideru:e submitted as under:-

"We "4ve oollecred 2454 samples out of which 78 sampln failed. You wanted to know the detatls ol the ca.uses. The ca.uses ol railure were that most of the cases have failed in the vitamin A test or in the Banoldwin test in which sesame oil ts required. Since they are not very grave defaults, show_,,,,use nocices eM issued in 78 cues. We have ~Vl:'d replies, and action i!1 being taken only in the case of one where he wu a major defaulm-. We am only <heck at the manufacturing stage In the factory. After that, when it come• to the llheH or to the market, it Is for the Health Ministry and the PFA authorities to .nze the sample and tab action." 
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4-10 When the Committee desired to Jaiow how many samples 

have been tested to detect adulteration of oils in different States along 
with action taken thereon, the Mini!!try in their post evidence reply 
have furnished as follows:-

"Detection of adulteration of food items, Including oils and fats, 
comes under the purview of the Prevention of Food Adulteration, 
Act, 1954 and Rules make thereunder, whldt are administered by 
the Director General of Health Servic8 in the Ministry of Health. 

The Vegetable Oil Products (Regulation) Order, 1998 and Solvent 
Extracted Olis, De-oiled Meal and Bdlble Flour (Conttol) Order, 
1967 promulgated under the Essential Commodities Act,. 1955 are 
administered by this Department Vegetable oil products, including 
vanaspati and solvent extracted oils, are checked at the 
manufacturing stage. 2454 samples were drawn from the 
manufacturing units in the country during 2000-2001, and out of 
these, 78 samples weno found not conforming to the standards of 
quality. Show cauoe notices to the defaulting units have been/are 
being 1$$ued and action as appropriate would be taken against 
!hem." 

4.11 Statewioe detaila of samples tested in the Laboratory of the 
Directorate of Vanaspati, Vegetable Oils 6: Fats during the year 2000-
2001 (upto 15.3.2001) 

I 2 

-~ " - ......... n 
Uttar Pradesh "' ,_ 

"' 
Jammu &. Kashmir " Rajasthan "' 

Number of. Sample:!i Tested 

3 

' 
I 

I 

' I 

• 5 • 
304 

n -"' 
" 
'" 



' 
"'"' " West Bengal "' Madhya Pradesh '" on... 66 

Maharashtra "' Andhra Pradesh "' 
""'"""" " G- "" 
Tamil Nadu 69 

Manipur ' 
T°"'l "" 

"" 

I 

7 

" ' 
' 

I 

I 

• 

' • 

' 
u 

; 

7 

' 

' ., 
"' 
"' 
'" "' "' 
" 
"' 
"' ' 

4.12 India has potentials to extract edible oils from indigenous 
resources if research and development work HI conducted properly. In 
this context, when the Committee d~ to know what efforts have 
been made on development of palm oil. the representative of Ministry 
during evidence submitted as under:-

uSir, I would Like to say one thing about it. The Government of 
India has spent a lot on development of palm oil We had a fund 
of about Rs. 10-12 crores and work is being done in this direction 
for the pa•t 4-5 year$. Suffkient progress did take pbce. Andhra 
Pradesh, Kamataka and States of coastal areas as well as Andmn;m 
and Nicobar Wands are also included in it. Ama coverage was 
increillling. However, there hM been decline in it during the last 
year. Additional ilrl:'ft is not increuing. 1he main reuon is decline 
in the oil prkes in the domestic market. Thme who are engaged 
in this £md are not getting the mnunerative price&. They are being 
demotivated. Farmers have uprooted 12000 hectare production out 
of the total 56000 hectare of land. MIS is going on. There is 
inclination for fresh fruita. Identified companies hand over the 
product.• 
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4.13 The M~try have infrmned that out of 30 samples that failed 

in 1997-98, 11 vanaspali samples failed mainly because of Free Fatty 
Acid (FFA) being more than 0.25%. Baudouin Test (BT) and 
Vitamin 'A' show cause noti""s to the defaultmg vanaspati units were 
served. The replie• in the ca•e of two parties involving seven samples 
were found unsatisfactory and, despite warning. they refused lo rectify, 
re•ulting in Issuance of recommendation for prosecution. Twelve 
.amples of Groundnut Oi! collected from the market and analyz.ed for 
quality assessment failed. The test reports of the samples with necessary 
details were sent lo Ministry of Health with the request to take 
appropnate action under the Prevention of Food Adulteration Act. 
Seven vanaspati samples of Nepal orig;n also failed ill FFA, BT and 
Vitamin 'A'. The Ministry of Health was asked to take action under 
the Prevention of Food Adulteration A<:t. 

4.14 There is increase in failure of sample tests of different oils 
from 30 in 1997-98, it has increased to 78 in 2000-2001. When the 
Conunittee desired to know the kind of monitoring being done which 
has increased such failure and samples, the Ministry in written reply 
have submitted;-

"It is a fact that in 2000-2001 the number of Mmples, which failed 
the test, increased to 18 whereas, in the previous years, the failllll! 
was 27 samples in 1999-2000, J9 samples in 1998-99 and 30 samples 
in 1997-98. Monitoring was stricter in 2000-2001. Government had 
changed its policy of encouraging import of crude oil at a 
concessional rate for vanaspati units, for intteaoed capacity 
utilization of tis domesru, industries. As a l"eSUlt of the higher 
usage of Crude Palm Oil in the manufacture of vanospali, there 
was a higher rate of failllll! of samples. 

4.15 One Consumer Service Centre under the Department of 
Consumer Affairs for detection of rommon adulterants by simple test 
methods was in operation at Super Baur, New Delhi during 1998. No 
propoea1 to set up such consumer se!Vice centers at other places by 
this Department is under con&ideration. 

4.16 During 1999-2000, 22 samples of vanaapali failed, out of which 
registration was caru:<!lled in one case only. When the Committee asked 
what action was taken in the case of other units, the Ministry replied: 

uThe sampW.,, failed mainly in Baudouin Test (BT) and Vitamin A. 
These samples were collected from the manufacturing units. In 
general, for failure of samples in minor parameters/items, warning 
is issued to the defaulting units so that they are careful in future. 
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Rl!gistration was rancelled in one cue in which the sample failed. 

Out of the remaining 21 samples, five van.aspati samples that were 
of Nepal origin, failed in FFA. BT and Vitamin .A'. The Ministry 

of Health was asked to tiW: action UI1der the Prevention of Food 
Adulteration Act. In the remaining 16 samples, show ca.use notices 

to the defaulting units were served. Since they carried out the 
necessary COrrectlollli, they were warned ro be careful in future.~ 

Recent Developments in the Vegetilble Oi1f Sedor 

4.17 The Government has rev>ewed the edible oil sector in depth 
and has taken a number of measures to colftci the situation:-

{a) In order to give boost to the efforts for indigenous 

production of oilseeds and hence of edible oils, use of 
indigenous oils in the manufacture of vanaspati IO al least 

25% of the production on a monthly basis has been made 
mandatory. The measure ohould also help in effectively 

regulating the unrestricted import of edilile ails. 

(b) Higher use of expeller mustard oil in the manufacture of 
vanaopali up to 30% has been allowed. The objective is to 

incentlvlse the fanner.i in tenm of better returns fur their 

produCI:'. 

(c) O...ties cm crude palm oils meant for processing have been 

kepi lower than those on refined edible oils. 

4.18 Further, the following measures have been announced in the 

Budget 2001-2002:-

(i) The import duty structure has been designed so as to protect 

the in~st of farmers and processors particularly lick 
vanaspatl industry. The duty Oil crude-palm oil for the 
manufacturing of vanaspatl by sick units has been fixed 
@ 55%. In this regard a certificate will be i55ued by the 

Ditectorate of VVO & F that it Is a •kk unit. For others the 
duly has been fixed @ 75%. 

(ii) Actual user condition hu been stip.alated so as to give 
support to the proc:esson. 1he •tipulation of actual user 

cO!"ldition is designed to minimize the diversion of edible 

oils for usage not intended and thus, regulate the import of 

edible oils. 
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there are 218 vmuupati units with an annual iniitillled ca~ of 

4.S.05 1akh MT. Capacity utilization in the year 1999-2000 Is estimated 
at 31% (based on total capacity created) and at~% (based 0<1 running 
units). 

According to avallllhll" information, 84 van""J'ali units (with annual 
capo>city of about 13.7 lakh M'Ili) ""' closed, while 3' vMlllspati units 
have gone to BIFR 

4.19 In order lo give effect the Budget announcement and 
Notification No. 17-1/2001-Custorn dated !st March, 2001. The 
guideUnea framed by the Ministry of Conaumer Affairs, Food &t Public 
Distribution, Department of Food & Public Diatril>ution for detennlning 
the eligibility of skk vanaspati units for the purpose of availing 
c~orutl rate of import duty [O 55%] were notified Wk Order 
No. 1-VP(lJ)/2001 dated 16th MM:h,. 2001. A copy of the said:-

(i) C""""ssional rate of duty shall be applicable to the sid 
vanaspati units of the sick companies only. The profit 
making vanaspati units of the sick companies shall to be 
eligible fur this concesfilon. 

(ii) The sick companies having skk vanaspati units should have 
been refem!d to the BIFR as on the date of presentation ot: 
the Union Bw:lg« 2001-200'l, U. 28.2.2001. 

(iii) If any sick company referred to the BIFR as on the date of 
presentation of the Union Budget 2001-2002, i.•., 28.2..2001, 
makes B<mlf' modification/addition in the existing plant and 
machinery, so as to start manufacturing vanaspati afrar the 
said date, the conct!Sl!ional rate of duty shall not be available 
in such cases. 

{iv) The COl\ces!llonlll rate of duty shall be applirahle to the •ick 
oom.panles in respect of the sick vanaspali unib from the 
date on which the scheme for rehabilitation is sanctioned 
by the BIFR and accepted by the coricerned Financial 
Institutions and Banks. Further, In order to be eligible fur 
tl.., rorn:esskma.l rate of duty, the sick companies having 
vanaspali units ahould have •tarted making payment to the 
Financial lnslihttions and Banks as P"" the scheme. 
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(v) The sidr. compuW!S availing of the roncessional rate of duty in respect ol the.if sick vanaspati unite shall •ttbmit a certificate from the concerned Finmcial Institution 'Ind BaMs to the effect that payments are being made by the said companies as provided for in the rehabilitation scheme sanctioned by the BIFR and that a....., is no default in respect of ~ J>aY"""'ls. This certificate will be submitted to the Directorate of Vana.!"'ti, Vegetable Oils and Pats. 

(vi) The sick oompanies availing of the concessional rate of duty In rei;pect of their sick vanaspati units shall also submit an affidavit that they are making all payPU!nts due to the financial Institutions and San1cii as per the rehabilitation scheme sanctioned by the BIFR and that there is no default in this "'gard. 
(vii) In case there is any default in payment as envisaged in the rehabilitation sclieme &ilIICliPned by the BIFR. the facility of concessional rate of duty shall stand withdrawn. 

(viii) The profit and loss s~ by the sick vanaspati units of the sick companies, which are also manufacturing other products, would be looked into by the Directorate of Vanaspati, Vegetable Oils and Pals. 
Edible Oil.a 

4.2{) As an esoential ing::n<dient for a who""'°""' ard bollanced diet, edible oils and fats are vital items of IIlilS5 consumption. Considering their widespread requirer:nerlt, it has been the polky of the Governrnent 10 have an efficient manageirumt of edible oils so as to l!fllllll'I' its easy availability to coruumers at ""'50llable prices, throughout the cowttry. 
Dem•nd & S1,1pply Pooition of Edible Oils 

4.21 Production of oilseeds, the ntain ,iour.:e of edible oils in the country, has increased di.Iring this decade from 186 l.akh ~ in 1991l-91 to 215.40 lakh tonnes in 1996-99. Potential of the ...condary sources of edible oils like cotton seed, copra, rice barn and oil bearing materials from tree and forest origin has also been exploited mcderatcly and these sources are now contributing to the level of 2.5% of the domestic vegetable oils production. Despite this, supply from indigenous ~ still falls short because demand of edible oils has also been in=aslng al a pace futer than Iha! of production due to growth in pcpulalion and llnprovernent In the standa:fds of living of people. 
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4.22 In this connectwrl when the Committee ubd what efforts 

have been made to convert Secondary Oils to Primary Oils, the representatives of Mlnistty informed as under:--

The production of edible oil was 19.90 lakh 11\etrio, tonnes during 
the year 1998-99 and it decnw;ed to 18 lakh mehic tonnes during the year 1999-2000. It has neduced in 1999-2000 because the 
production of oil-seed• went down. So, the oil meal available for 
the soJvent extractors was less. 

4.23 Supplementing the quantum of edible oils being extracted Imm forest origin, they further added:--

The quantum of edible oil was 1 Jakh SO thousand metric IC>nne$ 
during the year 1998-99 and I lakh metric tonnes during the year 
1"'"2000. 

4.24 Figures pertaining lo production of major cultivated oilseeds, availability of oils from indigenous soumes and its demand during the 
last five years are as under:-

(In lakh torme•) 
O!J Year Production of Supply °""'""' of (Nov.-O:t.) """"'" Edible oils 

19%-97 '""' ,,,,,, "·" 1997-98 213.20 6!J32 87.69 ,., .. ,, 252.10 70.81 91.99 ,,,,_2llOO 211.80 62.17 "·" """""'' ""·" ""' 100.96 
2001-2002'" 317.41 91.35 IC6.67 

"Projemons ~by the PlannUig Comrnimon. 

4.25 When the Cmnmittee asked what quantity of edible oils have been imported by privah! traders during the 1...t three y .... rs, the 
Ministry in their written reply submitted as under:-
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The quantiliea of edible oils imported for the last three years by 

the Indian TnAe... inclusive of mnaU quantities of src on PDi aoxount 
(November to October) are indicated as under.-

1997-98 

'""" ,,,,.,,,,, 
,.., 
43.93 .. ,. 

Sl!Al--6ol.....i Emado< Jwocllllon of -

(Quantity in lakh tonnes) 

"'"' 
38.59 

"·" 
DGCIS-o;,.,a.,r ea-.1 o1 ~ Intel~ and Sloti11><5 

4.26 When the Committee further asked about the impact on hike 
of import duty on imported edible oils, the Ministry ttplies as 
under.-

In order to p1otecl the in~ts of the farmers the Customs Duties 
wtte raised four times during the fifteen months as per table given 
below. The ...cent hike in Customs Duty has msulred in a 10-15% 
raise in !he dome..tic wholesale prices of edible oils. 
4.27 The duties w.Lf 1.3.2001 are as under:-........ --°"' ' 

Crude Edible OU. 

Soyabean Oil 

lll'abn oil for ............ 
vanoopoti by llicl ... 
'""OU 
•Groundnut 00. 
5un£lower Oil, and 
M.....,nl/Rapmml 

w~l. 

:!0.12-99 

' 
'" ""'' '"' 

w.e.f. w~l. w.d. 
U6.?00l 21.11.2000 1.3.2001 

I ' ' 

"'' 
'"' .. ... 

... 
"' "' 



' 
°""Oil Otfler Oil .. 
Refined Edible Oill ,,,_,Oil 
Mustard~ Oil 

•• 

'" 
2 

••• .. -.. _, ....,. 
4t.Ot% 

"" 
""' 

2 • ' ... '"' • •• 
""" '"" ""'' SAD= 50.6% 
4.0!.% ... -· SAD= 82% 

"'"' ?J.6% ..... 
SAD• 91f% .... "'" . .... 
SAD = 92.4'/o .... ... . ..... 
SAD • 9'2.4% ... . .... ...... 
SAD: 92.4% 
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4.2B The Custom duty on oilseed• is 35% while on Palm Oil ii is 

75%. In this connection when the Committee asked what attempts 
have been made to import oilseeds and th..., processing in the country, 
the Ministry furnished illl under.-

The import of oilseeds for processing in the country rather than 
importing edible oils has been an issue which is often raised by 
the oil industry &c trade. Such a policy will affect oilseeds growers 
very badly a. the farmen; will not be getting remunerative prke 
for the oilseeds. In addition, the Import of certain ollseeds like 
soyabean may pose a serious threat to the cultivation of soyabean 
in the rountry as there is danger of import ol dang<!l'011$ pathogens 
along with the 5eeds. Th=! are several diseases Jn soyabean which 
are not prevalent in our co=try but are very much present in 
other countries particularly in USA from where the soyabean is 
likely to be imported. 

In view of the above, this matter has been debated at length in 
this Department in consultation with ICAR. The !CAR has also 
P""Pared a report on the Import of soyabean seeds and they have also 
C<>me up with suggestion that the import of soyabean seed!l ahouJd 
not be allowed a. it will bring diseases in the rountJy and pose a 
serious threat lo the soyabean cultivation In India. With lhis point in 
view, it was decided that if at all the oil industry is intew.;ted in the 
import of soyabean, they may do so in the split and create neceaeary 
splitting facilities at the port of import in the country. 

~ aspecot which is involved in the Jarg.: scale Import of 
soyabean is the disposal of soya meal. At present, we have been faong 
the problem in the disposal of soyameal {DOC) whidt is produced 
indigenously and the impm1 of soyabean will further aggravate the 
problem of disposal of soya meal (DOC) caiuing financial Joss to the 
country. 

Therclore, in order to protect the interests of Jndilm farmers, this 
Department is not in favour of import of Oilseeds. 



'" 
4 29 When the Committee asked what efforhl ha\'e been made to increase productivity of oilseeds, the representatives d Mutlstry during evidence, Wonned as under:-

"I had raised this point In a meeting talling by Secretary, Agriculture about lluee months ago but that suggestion did not find favour with him. Imported seeds may cause diseofl"S to our indigenous seeds. Se..ds whicli can split are allright. Soyabo.an can be split but not other• including rapseed and sunflower. Productivity, in other countries, is high in USA and low in India. It Is a fact th.at oil production in India is not adequatl.'. We do grow <illseeds in our rountry. There are 9hort duration crops having a total of six months duration, whereas those in Amerioll have eleven months duration. They adopt mono-cropping practiO! there, whereas in India two crops are reaped in eleven to twelve months duration. Farmers tend to grow only those cmps which fetch them monetary gain. We have a p~ of giving six months duration to Soyal>ean crop wh""'as in USA, the duration for the same crop is eleven months. Their productivity is "Wiest. We are producing oi~s in inferior quality of land, the areas having no irrigation facilities and depending to!ally on moosoon. Oilseeds are produced by small and marginal farmers having very !ow investment capru:ily. This ca"'""' fluctua.tion In production. Gujarat, Rajasthan. Madhya Pradesh and Andhra Pradesh are the major ci!seed produClng States whereas Madhya Pradesh, Gujarat, Rajasthan are drought affect,;,d an.as. These States have been hit by drought dld"ing the last two years. That ill why the production during last year was also low then!. I may submit the figures of last four years 1.•. the production was 211.8 lilkh mstnc tonnes during 1999-2000, 25210 lakh metric tonnes during 1998-99, 220 lakh metric tonnes during 1997-98, 243 metric tonnes dtU'ing 1996-97, 221 lakh metric \t>nrleS during 1995-96 aru:I al>ovt 213 lakh metric tonnes prior to it. In !his monner, the production of 252 lakh meh'ic: tonnes in 1998-99 has been the highl!8t. TheJe WU drought Jn 1999-2000 and this year too in these States. u 



'"' 
Hinduttan ~le Oils Corporation (HVOO 

4.30 The HVOC has been incurring l°""s continuously since 1991--92. Against a paid-up capital of Rs- 7.71 c:rore<, the itCCUlllulated losses of the Corporation, which stood at Rs. 33.58 crores as on 31.03.1999, have gone uph:> 53.01 crores as on 31.3.anl. On the basis ol annual a=:A>nts of the Corporation for the yeu 1997"98, the Soard took the decision to make a ~ to the BIFR. This ~ whkh Wai; IIlilde in October 1999 and the BlfR. by II!! Order dated December 24, 1999 declared the HVOC as a sick industrial company 11nder the provlllions of the Sick Industrial. Compani"" (Special Provisions) Act, 19!!5. The lass iJ\cuJw::l by the HVOC sine 1991-92 is given below: 
y- loss (Rs. in aores) 
1991-92 ,,, 
1992-93 3.M 

'""' 10.25 ,,,._,, 
""" "''-" 03.88 ,_,, 
Ot.72 1997-98 
28.24 

1998-99 

"'" 1999-2000 

"" 4.31 The important recommendations of the Disinvestment Commission are "' follows: 

(a) The ComnUssion classified HVOC as a non-=re Corporation. 
(b) The CompMy'S operations in Vanaspaili and packaging of refuted oils be d:iw::ln.tinued with immediate effect. Pnor to such di9continuation, i.e. of the Yanaspati and packaging of Refined Oils, the Government should announce a package for the employ.,.... 
(tj Government should also assist the employees in Career Counselling on al~ve <>pticms available in private ileetor. (d) The Break fast Food activities be hived off Into a new <:<>mpany and sub!lequent sale of l(J)% holding through a compehtive bidding process. 
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4.32 The BIFR declared the HVOC a siek induslrial company In De.:ember, 1999. 

4.33 In view of the dwindlins p<<>6peet& of the company, it was con•idered prudent lo accept the recommendations of the Disinvestments CommUsion and close down all the units ol the company including tfle Breakfut Food UniL 

4.34 On September V, 2000 !he Govemment decided illi follows: 
(1) Tu inform the BIFR that it does not consider feasible to attempt revival/rehabilibltlon rL the company. 

(il) To offer a voluntary separation scheme (VSS) to all the empl<>yffS of the Company, giving them the option to either the Gujarat pattem or the '"'<isling sdleme. 
(iii} To sanction a non-plan iOIUl of Rs. 75 croies to the company during 'lll00-2001 to implerru!nt the Voluntary Sqm"a.tion Scheme and to take care of the liabilities towards wagea during the period of the implementation of VSS. 

4.JS The BlFR was iatlormed acro.dingly. The VSS waa notllied fu:r all the Rgulu emplO)'ffll in all the units of the HVOC w.e.f. 10.11.2000 for a period ol 90 days. 

4.36 following n~ of employem in various units have applied tor vo.lunllll')' sepatation under the VSS:-
Nilllle of the Unit ,,.._,.. No. <'ffered for VSS 
Amri"" "' "' DVU " " """""' "" "' """"'" "' "' Mumbai "" "" - " " """""' " " BFF Uni! "' " Corporate Offt(e " .. 
"'"' "" 1241 



"' 
The dues of the employees a,.. bemg calculated and payment will be made shortly. 

4.37 The BlFR in its hearing on December 24, 1999, had d""Iared the HVOC as a sick industrial company and appolnted the IDBI as the Operating Agency to e><amine the viability of the Company and formulate a rehabilitation scheme for it5 revival if it was found viable. The BIFR had another hearing on October 31, 2001 m which ii di~ the IDBI to submit its report by 28.2.2001 with regard lo the (i) units to be closed down as per the Supreme Court on:ler, (ii) the remaining units which could be put to sale for purposes of revival, either individUBlly or collectively under section 18 (2) (i) read with 18 (ll) of the Act. The Report is yet to be furnished by the IDBI. 
4.38 Meanwhile the Government of NCT of Delhi ha. shown some interest in taking over the Bn-akfast Food Unit of the HVOC. The Minister of Consumer Affairs, Food & Public Distribution had written to the Chief Minister, Delhi to rommlmicate their irrevocable consent to taking over the BFFIJ. The Government of NCT of Delhi has wanted some additional information. The matter is under cor,..spondem:e with them. 

4.39 The Committee note that out of 2454 sample• of vanaspllti, vegetable oils, margarine drawn from manufacturing units in the country during 2000-2001, 78 samples ~ not found conforming lo the standards of quality. The oample& failed in '"peel of melting point bandouin teol, BR Reading, free Fatty Acid and vitamin A. The Mini.try ha further informed that 9how caWll! notice wen! issued to the ooncerned Vanaspat:i unibl but action Ui being taken in one case only where the unit was a major defaulter. In this nogard, the Committee ,.,fer to a study undertaken by National Nutritional Monitoring Bureau-NCAER wherein it has been •lated that Vitamin-A deficiency is a public health problem in all the States of the country as its prevalence among pre-ochool children wao more than WHO cut off level of 0.5%. Kttping in view the te~I of the "'port the Committee failed to underatand a• lo why the samples found deficient in Vitamin-A were bid scot free. The Committ.!e view the situation serjously and, the,.,fon!, recommend that ail these detected cases ohould be ~viewed afresh and guilty should be punished, The Cmnmitte.: further ~commend that the Ministry should devise ways and mean• to test mon! number of samples in all the Slates of the country. For this, rnatter should be t..ken up al appropriate level wilh St..te Governments as well u with Ministry of Health by est..blishing coordination for p°"itive &0!ution. 
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4.40 The Crunmittee lt(lle that edible oil from primary oources like groundnut,. rap..-<! and mustard, soyabean, ounfloW1!r, 8e9all\e, etc. hall detteaoed in 1999-2000 in comparillon to 1998-99. Similarly, the edible oils from """ondary sources such as rlc ... bran, solvent tttrad'"<I oils, too have decreased in 1999-2000 from the level of 1998-99. The Conunittee ~I that declining trend of edible oilo is not a good sign for domestic induslry. The Cnmmiltff, therefore, rewuunend that all out efforts should l>e made lo In=- production of oil "" that the country may becmne self ... uffieienl in edible oils. 

4,41 The Committee note that cover<1.ge of area for oilseed production io shrinking due to excessive import of edible oils. The oilseeds prod.......,, are compelled to di5t"""" Nie of their produce and Producers are deprived of MSP of oil.seeds. Selling price of mustard oil.....,ds came lo Rs. 900/ quintal last year from the level of Rs. 2000/ quintal m11ch below MSP of Rs. 11001 quinlat. The Committee, therefore, desire that interest of oilseed• producer must he saved by market intervention operation. For this, the matter may he taken up with Ministry of Agri<"Ulture so that oilseeds produ"ff may not to resol1 to distress sale. The Committee further recommend that Govemment should establish Oilseeds Development Fund, encourage oilseed. production and, if necessary, new technology should be adopted tor oilseeds production. 

4.42 The Government has iooued order No. 1-VP (13112001 dated 16th Maro:h, 2001 in the light ot notification No. 17·112001-Custom dated tst Man:h, 2001 to fulfil the Budget pmposal of Finan'"" Minister tor revival of oick vanaspati units. The ordeT opecifies that only those sick vanaspati units will be entitled for concessional duty of 55% who have been referred lo BIFR as 28.2.2001. This deb""' the other sick vanaspa!i unito which are not referred on that date. Besides, the order has so much complicated provision. namely V, VL VII and VIII resulting fmm huic provision III and IV whicll i• ultravires to the spirit of SICA Act, 1985. The Committee, therefore, feel that this order will debar the sick vanaspali units more than it will help lhem. The Committee, have, however bttn inlonned by the Ministry that the matter i• being reviewed in on:leT to make them more sick vanASpati units friendly. The Committee, therefore, strongly re<'Ommend that final decision for withdrawal of the order in question should be arrived at with immediate effect so that more number of &ick '"ana•pati units may avail the oon<:"""ion for making themselves viable. 



4.43 The Committee noh' that Disinvestm-1 CommiHion had remmmended that lhe b..,akfaot food unit Delhi of HVOC be hived off into a new company and its 100% share be sold thr°"gh a competitive biddins pro.:ess. The Mini&t?y Juve infomied that out of total slrength of l!ia, only 36 employees of BFF unit have opted for VSS. The Committee feel th.at rest of !he employe"" have not still IOllt hope of making !his unit viable and competitive wilh other BFF units including that of MNC.. The Committee hav" been furthtt informed that the nport of "'habilitalion/revivaJ from IDBI is still awaited. It is appreciable that th" Central Gov.,mmenl have contracted GNCT, Delhi for taking over of BFF unit. The Committee, therefore, recommend that th" Govemm-t should com" out with a conclwiion at the earliest in th" larger intereat of the "mployees of BFF, unit Delhi. For thl8, the matMr should br token with GNCT, Delhi al th" highest level. 
4.41 The Committee note that th" Government have imposed increased custom duty on import of edibl" olis finally w.e.f. 1.3.2001. Th" Committee are of the opinion that sud! "'""" ohould hav" Deen initiated much ..arlier to oa~ard the interest of !he edible oil indus!Ty and also the farm"l'S of the countiy. The Committee furthtt note that though th" Govt. Juve imposed ban on import of soya bean ~ds then- is no ban on import of soya oil. Whil" the indigenous oil industry is being pushed to extinction, a food and crops monoculture i1 being created through free importll of soyabean oil. Th" Committee feel that the shift from diversity to monoculture is a shift of economic democ:racy to monopolia and there i• all likelihood of import of soya oil u the pmduct!on of genet!Qlly 

e~d soyabean in USA has increased &om 0 to 18 Million hectares which ....,. its own heallh hazards. Considering th" above facts, the Committee VIHJ' 81rongiy Neommend that the Government 8hould intteue Import duty further frnm the e>rillling duly of 45% by invoking emergent proviaions under world trade agreement. The Committee also recommend that the cultivation of soyabcan in the country should be -couraged to -ihlM<' fanners and lo n.ve foreign exchange. 

NEW lliu<J; 
18 April, 2001 
28 CluJilm, 1923 (Saka) 

DRVENDRA PRASAD YADAV. 
CMirman, 

SU11uting Cmnmittee on Food, 
Croi/ Supplies and Public Distributtmr.. 



MINUI'R'i OF lHE FOURIH !n"I1NG OF lHE STANDING o:MMrrnlE 
ON KJOD, avn. 5UPl'llBS AND PUBUC DISIRilllJIK)N 

HEW ON 1HURSDAY lHE 29'lH MARCH, 2001 

lhe Committee s.a.t &om 11.00 hn to 15.30 hrs. 

Shri Devendra Pruad Yadav -

2. Shri A.P. Abdulliikutty 
3. Shri Ranen Barman 
4. Shri Namdeorao Harbaji Oiwathe 
5. Shri Abdul Hamid 
6. Shri Jai Prakash 
7. Shri BrijW Khabri 
8. Shri Shyam Bihari Miahn 
9. Shri SiMam Ola 

10. Shri Mansinh Patel 
11. Shri Abdul RQhid Shaheen 
12. Shri Ram Nares!\ 'liipalhee 
13. Shri Sahib Singh Verma 
14. Shri Rama Mohan Gadde 
15. Shri P.D. El.angovan 

Rajya SabllOI 

16. Shri w. Angou Singh 
17. 5hri Abdul Gliyur Quftshi. 
18. Shrl Lajpat Kai 
19. Shri ea- Lama 
20. Shri V"tjay Sirlgh Yadav 
21. Smt. Blmba Raikar 
22. Dr. AX Patel 
23. Shri Ghanshyam C\andra Kharwar 

"' 



I. Shri Kristian Lal 
2. Shri R.S. Mishn 

'" 

MinU.by of Co11.1wner Affaim, Food and Publi~ DU.bibullon (Department of Food and Public Distribution) 

'· Shrl RD. Ka.pw; Secn>tary 

' Shrl CS. Rao, AS&FA 

'· Shri Bhun. Lal, Chairman (l'CI) 
•• Shri J.S. Gill, M.D. (FCI} 

' Shrl K.M. 5ahni. JS (P) 
•• Shri R.N. Das, JS (SJ 

' Ms. Rajni Razadan, JS (EO&C) 

' Shri S.C. 8.-ahma, JS (CS) 

'· Shri B.K. Bal, JS (A&;S) 
m Shri N.K. Choubey, MD (CWC) 
2. At the outset, the O.airman welcomed the 1epot sentati\le5 of the Ministry of Consumer Affairs, Food and Public Distribution (Depat!ment of Food arid Public Distribution). Thi! Chaitman then asked the Secretary concerned to Introduce his co11eagues and the Secretary introduced his colleagues. 

3. 1be C~ee then d.i!icussed with lhe representatives of the Ministry of Cons11mer Affairs, Food and Public Distribution (Department of Food and PUhlic Distributirui) the variou~ points mentioned in the list of pointa. The queries of M..mbcrs were ttsolved by the teyre""'1tatives. The evidence was not concluded. 
4. A verbatim ~ of the proceedinp has been kept. 
The Committee then adjourned to meet at Il.00 hrs. oo 300't March, 2001 for further dis<:us$ion. 



MINUTES 01' THE FIFTH Sl1TING Of THE STANDING COMMITTEE ON f'OJD, C1VU. SUYI'UES AND PUBLIC DJSTRIBUTION HELD ON l'RIDAY, THE 30TH MARCH. 2001 
Th~ Committee sat from 11.00 hrs. to 15.30 hrs. 

Shri Oevendra Prasad Yadav - Chainna>t 

2. Shri Shyamlal BanalwaJ 
3. Shri R.anai Bannan 
4. Shri Namdeorao Harbaji Diwa.the 
5. Shri Abdul Hamid 
6. Shri Jai Prakash 
7. Shri Brijlal ~n 
8. Shti Shyam Bihari Mishra 
9. Shri Sisram Ola 

IO. Shri Abdul Rashid SitWen 
11. Shri Ram Naresh nipathee 
12. Shri Sahib Singh Ve-rma 
13. Shri Rlllnll Mohan Gadde 
\4. Shri P.D. ElangoVIUl 

"'"" -15. Shri Abdid GaiYur Qureshi 
16. Shrl. lajpat Ral 
17. Shri Dawa l.mna. 
18. Shri M.A. Kadar 
19. Slui \lljay Singh Yadav 
20. Srnl Bimbo. Rail<ar 
21. Shri Ghanshywn Chlllldr.l Kharwar 

"' 



"' 
t. Shri &bu Ram Kanathia 

2. Shri Krishan Lal 
3. Shri R.S. Mishra 

w~ 

Joint Sem:tary 
Dim:tor 

Ministry of Consumer Affain, Food and Public Dittribntion 
(Department of Food and Public Dimibution} 

1. Shri R.D. Kapur, Secretary 
2. Shri C.S. Rao, AS&:FA 
3. 5hri J.S. Gill, M.D. (fCO 
4. Shri K.M. Sahni, JS (P) 
5. Shri R.N. Das, JS (S) 
6. Ms. Rajni Razadan, JS (llO&C) 
7. Shri S.C. Brahma, JS (CS) 
8. Shrl B.K. Bal, JS (AhS) 
9. Shri N.K. Choubey, MD (CWC) 

2. At the outset, the Chairman welcomed the repreoentatives of 
the Ministry of Consumer Af:fairs, Food and Public Distribution 
(Department of Food and Public Distribution). The Chairman then 
asked the Se<:Ntary concerned to introduce his colleagues and the 
Secretary introduced his rolleagues. 

3. 1he Committee then discussed with the representatives of the 
Ministry of Consumer Affairs, Food and Public Distribution 
(Department of Food and Public Distribution) the various points 
mentioned in the list of points. The queries of Members were resolved 
by the representatiyes. The evidence was concl11ded. 

tfl. d N1~~q1fu.,.. ,.;i_~"-IU 
4. A ¥erbiltim record of the pnx;a1·rs• has been kep!G JJ> t$l... 

s~ r 
The Committa thm f/djoumed. 



MINl.ITilS OF THE SIXTH srM'ING OF THE STANDING COMMC11'Ell ON FOOD, OVIL SUPFLmi AND PUBIJC DISTRillUTION H1!U> ON tullSPAY, Tira l71H APRIL, 200I 
The Corrunitll!e ....i- Wu! 15.00 hni. lo 17.30 hn.. 

2. Shri Sh}"m'W ilm'miwal 
3. 5hri Abdul HAmid 
4. Shrimati P:teior.it Kaur 
S. Shri Mansi.nh Patel 
6. Shri l.axtnanrao Patil 
7. Shri Baju Ban Riyan 
8. Shrl Abdul Rashid Shaheen 
9. Shri ~ Naresh 'lnpalhee 

10. Shri Tejve<'r Singh 
11. Shri RnMhakill 

&ft.la !ilblul 
12. Shri w. Angou Shigh 
13. Shri Abdul Gili)'\U' QwWti 
14. Shri Lajpat Rai 
15. Shri Dawa r.am. 
16. Shri Vljay Singh Yadav 

s~ 

1. Shrt Krishi'lll Ia1 
2. Shrl RS. Mishra 

'" 



 


