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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to present the Report on their behalf, 
present this Eleventh Report on Indian Dairy Corporatkm. 

2. The Committee took evidence of the representatives of Indian 
Dairy Corporation on 18 and 19 December, 1985 and 9 January, 1986 
and of Ministry of Agriculture (Department of Agriculture & Co-
operation) on 10 and 11 March, 1986. 

3. The Committee considered and adopted the Report at their 
sitting held on 28 April, 1986. 

4. The Committee wish to express their thanks to the Ministry 
-of Agriculture (Department of Agriculture & Cooperation) and 
Indian Dairy Corporation for placing before them the material and 
information they wanted in connection with examination of the 
Company. They also wish to thank in particular the representa-
.tives of the Ministry of Agriculture (Department of Agriculture & 
Cooperation), Indian Dairy Corporation and National Dairy Deve-
lopment Board who appeared for evidence and assisted the Com-
mittee by placing their considered views before the Committee. 

NEW DELm; 
April 29, 1986 
Vaisakha 9, 1908 (S). 

K. RAMAMURTHY, 
Chairman, 

Committee on Public Undertakings. 



CHAPTJj;R I 

OPERATION FLOOD 

A. Objectives 

1.1 Indian Dairy Corporation (IOC) was incorporated in Febru-
ary, 1970 all a wholly Govermnent-owned Company under Section 
25 of the Indian Companies Act. The main objectives of the IDC 
are as follows:-

(i) To act as a financing and promotional institution, as tht' 
Govermnent of India may require, to help expedite the 
nation's dairy development; 

(ii) To this end, to obtain funds, as directed by the Govern-
ment of India, to disburse these funds' for investment in 
dairy development and to morutor the progress and 
effectiveness of the projects in which these funds are 
invested; and 

(iii) To conduct any activities of a comniercial nature which 
the Government of India may deem desirable in the inter-
est of the nation's dairy development. 

1.2 The Nat'onal Dairy Development Board (NDDB), which had 
been constituted in'September, 1985, was named as the technical and 
scientific advisory body of Indian Dairy Corporation. 1\TJ)DB is an 
autonomous organisation registered under Societies Registration 
Act of 1860 and the Bombay Publ:c Trusts Act of 1950. and its 
members. all nominated by the Government of India, constitute the 
Board of Directors of IDC as well, after the formation of IDC, the 
Chairman of NDDB was appointed Chairman of IDC. There is now 
a common Chairman both for NDDB and IDC. 

B. Operation Flood-I 

1.3. During the late 1960's. NDDB concluded that the problems' 
of milk production, city-cattle keeping. middlemen's margins etc. 
were linked to each other and that they could be solved only by an 
integrated dairy development programme, mounted on a national 
scale. This programme was popularly known as "Operation Flood". 

1.4. Under the Operation Flood--I project started in July. 1970 
the World Food Programme (WFP) agreed to supply, free of cost, 
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at Indian Ports 1,26,000 MX of skim milk powder and 42.000 MT of 
butter oil. It was envisaged that. these commodities be combined 
into liquid milk by the modern dairies in Bombay. Calcutta. Delhi 
and Madras wher~ they were eltpected to generate Rs. 95.4 crores for 
toe investments in dairy developments which the project required 
while also enabling the modern dairies in the four major cities to 
capture commanding shares of their milk markets. Commensurate 
with the upward revision of sale value of the commodities' the actual 
generation of funds under OF-J was stated to beRs. 116·4 crores. 

1.5 OF-I was originally scheduled to end in 1975 but was extend-
ed upto 31st March, 1981. When asked the reasons for the extension of 
·{)F-I Project upto 1981, the Secretary. NDDE stated in evidence: 

"The major reasons for this were. in the first five years, we 
were able to generate less than 50 per cent of the funds. 
Funds were generated through two sources, viz. (i) sale of 
imported gift commodities, (ii) setting up of Mother 
Dairies which were to convert these commodities into milk 
and thus into cash. The setting up of Mother Dairies got 
delayed. We also got less than 50 per cent of the commodi-
ties in first five years." 

1.6· In this connection, the Chairman. IDC also informed the 
Committee that the whole operation was based on having four 
Mother Dairies in four metropolitan cities of Delhi, Bombay. Calcut-
ta and Madras. where the donated commodities were to be received 
and converted into milk, A group of . engineers which went to 
Mexico city to look into bulk vending operations there, recommend-
ed that the system could be adopted here with some modifications. 
The Government was then approached for an import licence of 
Rs. 1·5 crores for importing 200 machines. However, this licence 
was not given. So, during the three years in the five year time-
bound programme, IDe was not allowed to set up Mother Dairies 
which were to generate funds. 

1.7. Asked about the delay in completion of OF-I, the Ministry 
of Agriculture (Department of Agriculture" Cooperation) stated in 
a written note that q\lring the initial years. the World Food Pro-
gramme (WFP) could supply only 38 per cent of the milk powder 
and 51 per cent of the butter oil agreed to be supplied. Even at the 
end of the first nine years. the WFP could supply only 95 per cent of 
the total commodities agreed upon. The supplies as agreed to by 
the WFP were completed only by 30th June. 1981. Consequently. 
there was a delay in generation of funds and their utilisation for 
project implementation. 
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1.8. In regard to the delay in setting up of Mother Dairies, the 
Ministry also stated:-

"U iii true that there was some delay in commissioning Mother 
Dairy, Delhi. While it took some time for the idea of bulk 
vending to become acceptable, anothel' reaSQn for delay 
was that the original idea of importing the bulk vending 
machines was glven up because of foreign exchange diffi-
culties. It took some time for the machines to be deve-
loped indigenously "by NDDB." 

1.9. The Committee enquired about the constraints experienced 
in the implementation of Operation Flood-I (OF-I), the Chairman, 

.IDe stated as foilows:-

"Regarding Operation Flood-I, I submitted the scheme to the 
Secretary, Agriculture, Government of India requesting 
him to go through the project, to scrutinise it and if they 
agree, write a letter to World Food Programme authori-
ties requesting for donation of commodities etc. For one 
year I heard nothing ........ It was an accidental visit of 
the Home Secretary to Amul Dairy that cleared Operation 
Flood-I:' 

1.10. On enquiry as to when the proposal of OF -I was first sub-
mitted to the Government and when it was finally approved, the 
Ministry of Agriculture (Department of Agriculture & Cooperation) 
stated in a written note that the proposal was submitted by NDDB 
to the Ministry of Agriculture in November, 1968. and Gove,rnment's 
approval was communicated to the Chairman, National Dairy Deve-
lopment Board in September, 1969. 

1.11 On being asked the reasons for delay in approval of OF-I, 
the Secretary, Department of Agriculture and Cooperation stated 
in evidence:-

"We have a long list of projects .. It has an impact on the 
commodity markets in India. The import of any commo-
dity and its sale in the market had to be so organised that 
it does not have an adverse impact on domestic growth. 
This has to be examined. Simply because it is a gift, we 
should not accept it without knowing whether it is 
surplus to the economy. It was accepted witl::n 11 
months. It was delayed because this was something 
unknoWn." 
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1.12 The Committee enquired aboufthe extent of increase in thE!' 
production of milk after completion of OF-I. The Department of 
Agriculture & Cooperation in a written note has stated that no spe-
cific study has been made with regard to the increase in the pro-
duction of milk in the milksheds covered under OF-I. However, 
the milk production in the country as a' whole was estimated to 
have increased from 21.60 million tonnes in 1969-70 to 31.50 million 
tonnes in 198~1. 

C. Ope7'ation Flood-II 

1.13 Operation Flood-II proposal submitted to the Government 
of India in June, 1977 (revised in J·une, 197B).was designed to 
build on the foundation created under Operation FkIod-L· The pro-
gramme was stated to be a logical continuation of Operation Flood-I 
and was proposed to be implemented over a. period of 8 years 
(including one year-preprogramme period). The overall objectives 
of Operation Flood-II were=-

(i) To enable some ten million (hundred lakh) rural milk 
. producers' families to build a viable, self-sustaining dairy 
industry by mid 1985; 

(ii) To enable milk producers to rear a National Milch Herd 
of some 140 lakh cross-bred cows and upgraded buffaloes 
during the 1980's; 

(iii) To erect a National Milk Grid which will link the rural 
milk sheds to the major . demand centres with urban 
population totalling some 150 million; 

(iv) To erect the infrastructure required to support a viable 
national dairy; and 

(v) by means of the improvements thus achieved' in milk 
production and marketing, to enable milk and milk pro-
ducts to form an appropriate part of stable nutritionally 
adequate national diet. 

1.14 The Project was to be implemented in two parts: firstly. 
pre-programme actions required for launching Operation Flood-II 
were to be carried out during July, 1977 to June, 1978; and secondly. 
Operjltion Flood-II itself was to be implemented during July, 1, 
1978 to June 30, 1985. The project was intended to start simultan-
eously in all States after the lead pre-project period Of one year. 
The programme dimensions of Operation Flood-II proposal were 
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:set for a time period of 8 years ineluding' a pre-programme year, 
the actual project duration envisaged being 1978-85. 

1.15 The Operation Flood-II approved by Government in Octo-
'ber, 1978 had an outlay of Rs. 485.5 crores. The project was to be 
iJnanced with Rs. 206 crores' expected to be generated from gifts 
of 1,86,000 MT of skim milk powder (SMP) and 76,200 MT of butter 
oil to be 'reeeived from European Economic Community (EEC); 
1nternational Development Association (IDArlWorld Bank credit 
Jor US $ 150 million (about Rs. 129.00 crores);'·internal resources 
of Indian Dairy Corporation consisting of receipts on ~ccount of 
loan repayment and interest estimated at Rs. 86·59 crores and fur-
ther IDA credit and/or budgetary support. 

1.16 According to the report of the Evaluation Committee on 
'OF-II (Jha Committee), the pre-project phase took much longer 
·to complete than the originally contemplated one year. Taking the 
appraisal of the perspectiVe plan, fonowed by the communication 
of its approval by the IDC to a State/Union Territory as the start-
ing point, OF-II started on different dates in different States. The 
original assumption of a common starting and terminal year was, 
.thus vitiated. 

1.17 The Committee desired to know the reasons for the pre-
programme phase taking longer than a year, as envisaged. IDC 
replied in a note submitted to the Committee that the pre-pro-
programme phase was meant for completion of such formalities 
as signing of the basic agreement by the State Governments, 
-ronstitution of State Cooperative Federation wherever it did not 
exist, or for amendment of the bye-laws as recommended by the 
lDC/NDDB;for preparation of individual State dairy development 
project proposals, signing of loan-cum-grant agreements and gua-
Tantee deeds; and recruitment of composite spearhead teams. As 
most of the States took longer than one year to act on these pre-
Tequisites, the pre-programme phase got extended beyond a year. 

1.18 In reJlly to a question as to what period Was actuallY' 
ascribed to this pre-programme phase, IDC stated: 

"The Operation Flood-I was also continuing and it came to 
close by March, 1981. Therefore, the period of OF-II that 
continued concurrently with OF-l was considered pre-
programme phase." 

1.19 The Committee observed from the information received 
from IOC that West Bengal and Gujarat executed the OF-II agree-
ments in August and November, 1978 respectively.' Nine other 
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States viz. Assam, Haryana, Himachal Pradesh, Kerala, Madhya 
Pradesh, Orissa, Punjab, Sikkim and Uttar Pradesh signed the 
agreements in 1979. When the Committee pointed this out to the 
Secretary, Department of Agriculture & Cooperation and asked 
how the starting date of OF-II was adopted as 1st April, 1981, the 
witness stated :n evidence that all the States did not jOin together 
in the scheme. Even after signing the agreement, subsequent 
activities of preparing the project report and registering the various 
cooperative structureli and equipping th~t wap professional ma-
nagement proceeded according: to different schedule. In this con-
nection, the Ministry stated in a written reply as follows:-

"Entire technical support and energies of the NDDB and IDC 
were directed towards completion and closini of OF,!. 
In the circumstances, OF-II could not really take ott 
prior to 1st April, 1981 except for the spill over projects 
in continuation of OF-I. Also, all. the. States c1JUJd not 
initiate the planning process simultaneously." 

1.20 The Committee enquired about the reasons .for the reluc-
tance on the part of State Governments to enter into agreements 
on OF-II when it was stated to be a logical continuation of OF-I. 
The IDC stated in a written reply that though it was very difficult 
to identify a single clause which was a common denominator for 
delay with all the State Governments, generally Done of the State 
Governments agreed to grant freedom to the Dairy Federation for 
fixing the price for purchase of milk from the farmers and for sale 
of milk to the consumers. The State Governments were very re-
luctant to transfer the existing assets. Whenever agreed, ~he State 
Governments wanted the newly organised federation to take over 
the accrued liabilities, losses as well as the e~cess staff. In many 
cases tilt> State Governments did riot want to take the responsi-
bility for providing land, water and power at the aite for the new 
projects to be taken up under the OF-II programme. 

1.21 According to the Jha Committee, though' the initial prob-
lems have been sorted out with a measure of flexibility both on 
the part of the IDC and the State Governments concerned, it would 
be desiTable to look at the issues with a view to evolve a settled 
long-term policy. The Committee deffired to knoW', whether any 
long term nat".onal policy for development oY dailv industry .has 
been formulated with particular reference to 'implementation of 
Operation Flood Project. The Secretary, Department of Agricul-
ture & Cooperation stated in evidence as follows:-

, , 

"The Minister has approved a propOsal that .8 Committee be 
asked to go. into it and within a period of three months. 
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come up with a draft National policy which will not 
restrict itself to the Operation Flood areas but will cover 
the whole country...... covering a longer period Of ten 
to fifteen years." 

Extension Of OF-II 

1.22 Operation Flood II which was initially to be completed by 
June, 1985 and envisaged assistance both from the World Bank and 
the EEC, was' stated to have been appraised by the World Bank 
on its own behalf and on behalf of the EEC. In its Staff Appraisal 
Report, the World Bank recommended implementation in two 
phases: first phase to end in 1985 for which IDA committed US $ 
150 million for the project. The Planning Commission also review-
ed the Operation Flood II proposal and approved implementation 
in two phases. Phase I ran concurrently with the Sixth Five Year 
Plan as had been completed in March, 1985. Phase II of OF-IT (i.e. 
Operation Flood Phase III) would be implemented concurrently 
with the Seventh Five 'year Plan and would be completed by 
March, 199'0. 

1.23 Asked to state ·the consideration due to which the time sche-
dule of completion of Operation Flood II had to be extended, the 
Chairman, IDe informed the Commjttee in evidence:-

"The Government of Iridia and the World Bank came to the 
conclusion that Rs. 485 crore project could not be imple-
mented in five years and, therefore, they split it into two 
parts and sanctioned only Rs. 273 crores for the first five 
year period. For the next phase they asked' us to come 
again." 

1.24. In this connection, the Department of Agriculture & Co-
operation, however, stated in a written 'reply that Indian Dairy Cor-
poration sought approval of the Steering Committee (set up by the 
Ministry to monit{)r the overall performance of Operation Flood) 
for revising the financial requirements from . Rs. 485.5 crores to 
Rs. 781.7 crores as also the time schedule for completion of Opera-
tion Flood II upto 1989-90. It was argued in the 6th Meeting of the 
Steering Committee held on 3rd June, 1983 that the first two years 
of Operation Flood 11 (i.e. 1979-80 and 1980-81) were also closing 
years of the Operation Flood I. Entire technical support and ener-
gies of the NDDB and IDC were diJ:ected towards completion and 
closing of Operation Flood I. Operation Flood II could not really 
take off duripg these years except for the 'spill-over projects in 
~ontinuation of the Operation Flood I. Moreover, all the States 
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~ould not initiate the pl/Ulning proeess simultaneo~y. After some 
.discussion, the steering Committee agreed in principle to the pro-
posal. 

1.25 It was further stated by the Ministry that. when the ques-
tion of revision of physical and financial targets of Operation Flood. 
II was further reviewed by the steering Committee in its 7th 
Meeting held on 5th September, 1984, toe Chairman, IDC/NDDB 
informed that it would be possible to utilise the present I.D.A. 
credit of US $ 150 million by December, 1985 and there might be 

·no need for further assistance from IDA. Additional Secretary, 
Department of Expenditure, Ministry of Finance, however, felt 
-that IDA credit being a soft loan should be availed of, if available . 
. The Chairman of the Committee endorsed the views and desired 
that IDC should revise the proposal fo rPIB clearance in accordance 
with the possible IDA assistance. It was in this context that IDCI 
NDDB revised the project proposal raising the total investment from 
Rs. 485.~ crOTeS to Rs. 958.46 crores which inter alia. inc1uded pos-
sible second tratlche IDA assistance of about US $ 150 million. Out 

·of the original cost of Rs. 485.5 crores an amount of Rs. 277.17 
·crores was stated to have been disbursed upto March, 1985. The 
amount of Rs. 681.29 crores (Rs: 958.46-Rs. 27717 crores) was pro-
posed to be spent for implementation of Operation Flood III pro-
ject during the Seventh plan period. 

1.26 The Committee desired to know the reasons for increase in 
the total outlay from Rs. 485.5 crores to Rs. 958.46 crares. Indian 
Dairy Corporation informed the Committee in a written reply that 

-.during the course of project formulation it was felt necessary to 
provide more funds for foot & moutli disease control programme, 
for renovation and modernisation of dairy plants likely to be trans-
ferred by the States to the cooperatives, cattle food plants, for admi-
nistrative support to the Federations/unions including modem com-
munications and electronic data processing systems, and Rs. 100 
·.crore was kept to meet working cap~tal requirements. 

1.27 In this connection, .the Secretary, NDDB stated in evidence 
.as foIlows:-

" .. The earlier approach did not quantify the cost of the 
supplementary feeding programme .......... Now it is 
RB. 54 crores. Another Rs. 38 crares was for disease free 
areas." 
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D. Targets and Achievements 

1.28 The physical targets and achievements for Operation Flood-
II were stated to be as under: 

Particulars 

• 

No. of milksheds 

No. of Dimict Cooperative 

Original End of 6th Plan 
propooal Period (March 85) 
of June, 
1978 Targets Achieve-

ments 

155 

Societies (DCS) (000) 34-.00 29'00 

No. of DeS under Artificial 
insemination (AI) (000) 

Milch animals under cooperative: 

8'00 

Incre- Total 
mental targets 
targets I Q81-
for the March 
7th Plan 1990 
(April 5 
to March 
1990) 

37 173 

50 '00 

17' 50 

ambit (Lakh.) 15" 80 52' 20 54' 46 gB. 34 152' 80 

Rural Milk Procurement peak 
Lakh litres per ~ay (LLPD) 183' 30 71' go 78' gB 104' 32 183' 30 

Milk Producer families covered 
(lakhs) 100'00 34'80 36'31 63'119 100'20 

Urban Milk Marketing (LLPD) . 152' 60 43' 00 50, II 74' og 124' 20 

Rural Processing capacity (LLPD) 200' 00 76' 00 87' 75 112' 25 200' 00 

1.29 The Committee were also informed that the original pro-
posal of June, 1978, in respect of Operation Flood II was to cover 
155 districts. The programme would now cover a larger number 

-of districts grouped into 173 inilksheds covering all States and 7 out 
-of 9 Union Territories. Asked to state the basis on .which the deci-
'Sion to extend the coverage of OF-II was taken, the IDC replied in 
:a note furnished to the' Committee that in view of the decisions taken 
.at the meetings of the Steering Committee held in Janunay and 
July, 1979, the Operation Flood II was extended even to the States/ 
Union Territories which were not included in the original proposal. 
In the Sixth meeting held on 3-6-1983, the Steering Committee ob-
served 'although under Operation Flood II actual intention is to cover 
248 districts, Coverage of 155 districts mentioned in OF-II should be 
~ompleted well before the completion date of the OF-II, so that 
<>perational activities in all these districts could be initiated.' 
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l.30 In this connection, the Secretary, NDDB informed the Com;-
mittee in evidence:-

"The Steering Committee kept on adding· IDOl:e and Jl!Ql'e 
States to it with the result that the number of districts. 
has gone upto 230," 

1.31 The Committee desired to mow. the reasons fOr not revising:. 
upwards the other components of the project like covera~ of far-
mers families, number of milch animals to be brought Ulnder co-. 
operative ambit, targets of rural milk procurement and rural proces-
sing capacity, in spite of the project now extending over a wider 
geographical area and covering a longer period upto 199fr. The, 
Managing Director, IDC replied in evidenee that the targets in 
physical terms were more or less the same as laid down five y~ 
ago but how to go about achieving these targets had changed after 
Operation Flood III was adopted. Initially, the formation of 34,0. 
societies was planned but now they were working on 50,000 societies.. 

1.32 IDucidating further, IDC stated in a written reply that while· 
determining the targets for OF-III as on 31st March, 1990 the level 
of achievement as on 31st MarCh, 1985 was taken and then a likely 
level of achievement projected based on reasonably efficient execu-
tion of the programme by the various State federations/unions. This 
rrojection took into account the experience in the last five years 
during whiCh immense difficulties were encountered in the imple-
mentation of such a massive project. 

1.33 On being asked about the rationale of including more and' 
more areas under. the programme, the Ministry stated in a note sub-
mitted to the Committee that the Steering Committee decided to 
extend the project to all the States a·nd seven Union Territories so 
that the milk producers, particularly the small and marginal farmers 
all over the country, could benefit from the project. The areas tba~ 
were not initially to be covered by the project also had a significant-
number of milch animals and in some of these areas, dairying was 
an important economical activity. Even though these areas were 
not as good as the areas earlier selected under Operation Flood, the-
State Government lay great emphasis on the inclJlSlon of these addi-
tional areas for the overall economic development of the State. 

1.34 On a query by the Committee whether the inclusion ofne ... 
areas in the project would not affect the viability of the project, tIle:-
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Ministry stated that the inclusion of these areas has marginally lower-
ed the viability of the programme. The overall viability of the pro-
gramme for each of the States had remained over the twelve per-
~nt internal rate of return prescribed by the. World Bank even 
though it would have been much higher if the marginal areas had 
not been included. . .. ! 

1.35 The Committee desired to know whether by not raising the 
physical targets commensurate with the wider coverage of the pro-
gralllIl1E:. and extension of its time schedule, the project has not been 
diluted. The Department of Agriculture and Cooperation stated in 
a written reply that:- ,.)1 

"To some extent, this amounts to the dilution of the project 
but this has been suggested with :l view to take the bene-
fits of the project to a larger number of districts and' be-
cause for some of the newly-included districts, dairying 
is an important economic activity. However. it makes the 
project much more difficult to implement." 

E. Operation Flood-III-

1.36 Indian Dairy Corporation first submitted a proposal (draft 
PIB Memo) to the Ministry in April, 1984 raising the outlay of 
OF-II from Rs. 485.5 crores to Rs. 782 crores and extending the 
project upto 1989--90. In September, 1985, Nationa} Dairy Develop-
ment Board submitted the project proposal entitled Operation Flood 
Phase III and the draft PIB Memo in November, 1985. The total 
cost of revised project including Phase II would now be Rs. 958.46 
crores. Out of the original cost of Rs. 485.5 crores an amount of 
Rs. 27717 crores was estimated to have been disbursed upto March, 
1985. The balance amount of Rs. 681.29 crores was proposed to be 
spent for implementation of Phase III project during the Seventh 
Plan period i.e. 1985-86 to 1989-90. When asked as to how the pro-
ject would be financed, IDC stated in a written reply that OF-III 
was proposed to be fiQ.anced from internal resources of !DC and 
external assistance of Rs. 324.70 crores from World Bank and EEC. 

1.37 On enquiry about the amount of internal resources of IDC 
p.xpected to finance OF-III, the Committee were informed by the 
Secretary, Departmen& of Agriculture and Cooperation in evidenee 
that besides Rs. 238.18 crores carried forward from Operation Flood 
Phase II to Phase m, about Rs. 93.24 crores would be the amount 
generated subsequently. 
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1.38 On being asked about the extent of assistance from World 
Bank and EEC, the Chairman, IDe stated in evidence;-

: 'A soft loan of 150 million dollars will be negotiated with 
the World Bank on the same tenns and conditions as 
the first one. Second is commodity assistance from the 
European Economic Community. But this time it is less 
than half of Operation Flood II, Which will be 15,000 
tonnes per l.nnum of milk powder and 5000 tonnes of fat 
as against 35,000 tonnes of milk powder and 11,000 ton-
nes of fat (during OF-I)." 

1.39. Asked to state the amount of assistance by way of gifted 
commodities, the Ministry replied in a note that the project propo-
sal for Operation Flood Phase III submitted by IDe/NDDB en-
visaged generation of funds out of commodity assistance from EEC 
to the extent of Rs. 144.70 crores· Besides, IDC would have carry-
over funds generated out of EEC receipts upto March, 1985. 

1.40 When asked about the latest position in regard to the fina-
lisation of the project, the Ministry in a written note has stated 
that the project proposal as well as PIB Memo was recently circu-
lated to various appraising agencies for their comments. So far the 
Bureau of Public Enterprises (Construction Division) and the Plan-
ning Commission (Agriculture Division) have raised certain issues 
requiring clarifications by the IDC and the same have been trans-
mitted to the IDC. Subsequently. the Ministry informed the Com-
mittee after evidence that a Pre·PIB meeting was held on 14.3.1986 
under the Chairmanship of Financial Adviser. Department of 
Agriculture to thrash out the comments of the appraising agencies. 
Minutes of pre-PIB meeting were being circulated to revise the 
PIa Memo in the light of discussions thereon. After the PIB Memo 
was revised and circulated, another pre-PIB meeting might be held 
by the Financial Adviser. 

1.41 On being asked whether the assistance from World. Bank 
and the commodity-aid from EEC have been ascertained, the 
Ministry started in their reply that the Department of Economic 
Affairs. Ministry of Finance to whom a copy of the project propo-
sal was sent in November. 1985. for initiating action for undertak-
ing infonnal negotiations with the World Bank/International Dev-
elopment Association (IDA) for second tranche of IDA credit as-
sistance of US $ 150 million for financing the Operation Flood 



13 

Phase Ill, have informed vide their letter dated 19th ?ebruary, 
1986 as under;-

"The Bank has indicated that there is no possibility of in-
eluding this project in the current plan lending program-
me due to budgetary constraints. However, Bank. is in 
the pr,ocess of reviewing the activities with regard to 
Ba$ assistance for India's Agriculture Sector and the pos-
sibility of World Bank. Financing for the above proje::t will 
be reviewed thereafter:' 

1.42 In regard to the commodity-aid from the EEC, the Ministry 
stated that with a view to ascertaiJil. reactions and have preliminary 
discussions with the European E.conomic Community (EEC), a copy 
of the project proposal was sept to the Department of Economic 
Affairs in September, 1985, for onward transmission to the Indian 
Ambassador at Brussels. Ministry of Finance informed Minister 
(EEC), Embassy of India in Brussels in January, 1986 that this 
item had been included as a project,. pqssibility for discussions in 
the agenda of the forthcoming Indo·E~C Joint Commission Meet-
ing to underscore our continued interest.in receiving food-aid in the 
project from EEC. The Indo-EEC Joint Commission Meeting was, 
however, postponed and no fref;h date has yet been fixed for the 
meeting. In the meantime, the Indian Ambassador in Brussels is 
stated to have formally requested the EEC for interim allocation of 
commodity assistance for O.F.-III for the year 1986. 

1·43 When asked about the prospects of availability of funds for 
Operation Flood III, the Secretary, Department of Agriculture 
and Cooperation stated in evidence:-

" .. ' ... I do not feel very happy al:>out the situation now. 
There is no money in the Plan. There is no clear indi-
cati~n of the external aid. At this stage, I cannot say 
anything. ' ... some solution has to be found for this 
problem. But right now we are not in a position to do 
anything." 

1.44 In view of the non-finalisation of the PIB Memo and the 
foreign· aid component. the Committee desired to know whether the 
Operation Flood III' has actually started alongwith the Seventh 
Five Year Plan as envisaged. The witness informed the Committee 
as follows:-

"It has been stated in 1985-86. The project requirements 
which the IDe indicated were to the tune of Rs. 681.29 
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crores approximately but the balanced of money requir-
ed for the remaining period is not there now. It is now 
operated on an annual plan basis." 

1·45 In this connection, the Secretary. NDDB informed the Com-
mittee in evidence that Rs. 70 crores have so far been spent out of 
the funds available with IDC. 

1.46 In reply to Unstarred Question No. 1154. it was stated in 
Lok Sabha on 25 November, 1985 that the average daily import of 
gift commodities during Operation Flood I was about 31.76 MT of 
skim milk powder and 9.89 MT of butter oil, equivalent to 3.63 lakh 
litres of reconstituted milk. Asked to state the position in this 
regard during Operation Flood II, the committee were informed by 
the Ministry in a written note that the average daily import of gift 
commodities during Operation Flood U was 84.77 MT of skim milk 
powder and 24.42 MT of butter oil, equivalent to 8.4 lakh litres 
<>f reconstituted milk. It was. however. stated that the Com-
modity aid was not likely to be given by EEC as liberally as in 
the past. The Committee. therefore. desired to know by when the 
dairy development programme in the country was expected to be-
come self-sustaining without depending on foreign commodity aid. 
The Secretary. Department of Agriculture & Cooperation stated in 
evidence that "We did not think about it. It is high time we indi-
eat.e a date beyond which commodities will not be received ",ven 
as a gift." 

1.''7 Under the Operation Flood-I, started in Juay, 19'70, the 
World f'ood Programme (WFP) agreed to supply, free of cost. at 
Indian Ports, 1.26,000 MT of skim milk powder and 42,000 MT of 
butter oil The project originally scheduled to be completed in 
1975 was expected to generate Rs. 95.4 crores by sale of imported 
gifted commodities and setting up of Mother Dairies wbleb were 
to convert these commodities into mllk and then into cash. The 
funds !l0 generated were to be invested in dairy development, en-
abling the metro dairies in the four major cltles to eapture com-
manding shares or their milk markets. As a result of. upward reo 
'risIon of sale value of the eommodlUes, the actual generation of 
funets under the project was Rs. 116.4 crores. 

1.48. The Committee note that the O.F.·I submitted to Govem. 
ment In November, 1968 was cleared only in September, 1969. What 
is more distressing is the fact that the project originally expected 
to be completed in 1975 was actually complElted in March. 1981. 
Apart froll' the dday in supply of commodities by the WFP, there 
was delay In seWng up the Mother Dairies which were to generate 



funds. While the decision ·to develop the bulk vending machines 
:indigenously instead of importing them as originally planDed is 
1:ommendable, the Committee see no justification for the long time 
"taken in develol'ing these machines whicb resulted in avoidable 
l'Ilelay in implementing the programme. The Committee would 
'stress the need for proper advance; planning and timely implemen-
·1tation wblle undertaking such important projects in future. 

1.49 The Committee note that Operation Flood II proposal envis-
.aged its implemmtalion in two parts. The pr&oprogramme actions 
nquired for launching' the project were tQ be carried out during 
-.July, 1977 to June, 1978 and O.F.-II itself was to be implemented 
during July, 1978 to JUne, 1985. However, the pre-project phase 
'took much longer time than originally CQlltemplated time of one 
year to complete, mainly because most of the States are stated to 
have taken longer time in wmpletion of such formalities as slgn-

"ing of basi<' agreements, constitution of State Cooperative Federa-
'!ions, preparation of individual state dairy development project 
-proposals, etc. and technical support . and energies. of the NDDB 
'and IDC were directed towardsl completion and closing o.f OF-I. 

1.50 The Committee feel that as thel Operation Flood II was to be 
"& logical continuation oil Operation Flood, I, it should have been 
possible for the Govemmt;nt to persuade the state Governments to 
expedite these pre-programme actions and avoid delays in starting 
OF-II. The Committee also see no justification for adopting the 
starting date of OF-ll as 1 April, 1981 when many of the States 
had sign~ the agreements in 1978 and 1979. Besides, the program-
. mes to be implemented under OF -ll should have also been started 
"_5imuitaneously even though O.F.-I had to be $tended upto 1981. 

1.51 The Committee observe that the programme dimensions of 
'Operation Flood-ll were initially set for a time period of 8 years 
including: a pre-programme year, the actual project duration envIs-
aged being 1978-85. The approved outlay of the project of Rs. 485.5 
erores included Rs. 206 crores expected to be generated from gifts 

,of 1,86,000 MT of skim powder and 76,200 MT of butter oil to be 
received from European Economic Community and IDA credit US 
'$150 million. Subsequently, the project was split into two phases-
Phase-I with an outlay of Rs. 273 crores ran concurrently with the 
'Sixth Plan period and was completed in Mareh, 1985. phase-n of 
Operation Flood-ll (also called Operation Flood m) is to be im-
plemented concurrently with the Seventh Five Year l'Ilan and 
-scheduled to be completed by March 1990. Thus, the project, the 
3tart of which had. already been delayed by three years bas now 
,~lff'.ctlvely been extended from 1985 to 1990. Not only has the dur-



aUon of the project been extended, the total outlay on Phase-I and. 
Phase-II of OF-II has also been increased considerably from Rs. 
485.5 crores to Rs. 958.46 crores, reportedly to providing fuuds for 
foot and mouth disease control programme, suuplementary feed-
ing programme, working capital sUPPQrt to federations, etc. As 
against the original proposal to cover 155 districts, the project is 
now expected to cover some 248 districts. 

1.52 The Cnnunittee are constrained to observe that in spite of 
th~ fact that the project will now cover a wider geographical area 
with an increase in outlay by about 97 per cent and also its com-
pletion time having been extended upto 1990, the targets ill phy-
sical terms remain more or less the same. Also the targets for other 
components of the projpcts Uke coverag-e Qf fanners fa.milies, 
number of milch animals to be brought under cooperative ambit, 
rural milk procurement and rural processing capacity have not 
b£len revised upwards. Admittedly, this amounts to the dilution of 
th~ programme. The Committee, therefore, suggest that the tar-
gets of the project should be reviewed and relvised upward com-
mensurate with the extension of time frame and coverage of the 
larger number of districts. 

1.53 The Committee have been informed that out of the total re-
vised project cost of Rs. 958.46 Cl'QI"es (includin&" both Phase II 
'llld Phase nl of Operation Flood Project) Rs. 277.17 crores is esti-
mated .to have been disbursed upto March, 1985. The balance 
all1O\l.Ut of Ks. 681.29 crores is proposed to be spent for implemen-
tation of Phase III of the project during Seventh Plan period, i.e., 
1985-86 to 1989-90. Apart from Rs. 238.18 crores carried forward 
from Phase II and IDC·!; internal resources of Rs. 93.24 crores, the 
Project j~ to be financed by an anticipated second tranche soft loan 
of VS 150 million doliars ;rom the World: Bank and commodity 
assistance from EEC to the extent of Rs. 144.70 crores. 

l.M However, the Committee are dismayed to observe that though 
Phase III has been started in 1985-86, it is yet to be approved by 
the Public Investment Board. The World Bank has also indicated 
tltat there is no possibility of includlng this project in the current 
plan lending programme due to budgetary constraints. The Com-
moditv aid from EEC is also not assured. In fact, the Secretary, 
Department of Agriculture and Cooperation admitted in evidence 
"There is no money in the Plan. Thel"e is no clear indication of the 
external aid." In view of the uncertain position of availability of 
fund~ the Committee have serious doubt about the successful im-
ph-mentation of the Phase In of O.F. project within the. prop~ 
time frame. The Committee are of the view that if timely action 



I7 

wid beeD taken for obtaining the necessary foreign aid, sueb un-
certain sitnation co~d have been avoided. They desire that the 
project should now be finalised expeditiously and finances arrang-
ed therefor. The Committee would like to be apprised of its pro-
posed implementation. 

1.55 The Committee note that the average daily import of gift com· 
modities during OF II was 84.77 MT of skim milk powder and 24.42 
MT of butter oil against 31.76 MT and 9.89 MT, respectively, of 
these commodities during OF-L They need haJ.tlly stress that the 
aim of the dairy development programme of the country in the 
long run should be to become seM-sustaining without depending 
on foreign commodity aid. but unforiunately, this aspect does not 
appear to have been given any thought. The Committee expect that 
th~ long term policy for dairy development stated to be under for-
mulatioD should be finalised early laying down a time bound pro-
gramme in this regard.. 

F. Merger of IDC and NDDB 

1.56 At the time of examination of Indian Dairy Corporation dur-
ing 1975-76, the Comririttee were informed that initially it was con-
templated that the NDDB would implement the Operation Flood 
Project. However, NDDB, as a registered society was not legally 
competent to transact financing activities. and, therefore, the Indian 
Dairy Corporation was created for handling these financial activiti-
es and the NDDB was retained as a technical body in the field of 
dairying. . The Chairman of NDDB was appointed Chairman of the 
IDe and some members of the NDDB were alsQ appointed as Direc-
tors of IDC. This was stated to reflect Government's intention th1lt 
the functioning o~ ',;le two organisations would be complementary to 
each other. 

1.57 In view of this, the Committee in their 83rd Report (Fifth 
Lok Sabha) had recommended that in the long run it would be bene-
ficial to bring about merger of the two organisations so that NDDB 
could become the research and development wing of the merged or-
ganisation and the merger should be in such a way that activities of 
NDDB did not get inhibited due to procedural difficulties. 

1.'>11 The National Commission on Agriculture in the" ,~,:",.~ 

(September, 1976) also recommended that N'DDB should be merg-
ed with the IDC as its research and development wing. The integ-
ration of these two institutions was necessary as it would lead to 
inte~ated approach, better coordination and economy of the opera-
tions. 
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1.59. In October, 1980, at the time of finalisation of 14h Report on 
-action taken by Govt. on the recommendations contained in 83rd 
Report of Committee on Public Undertakings (Fifth Lok Sabha) the 
-Committee on Public Undertakings (7fu Lok Sabha) were informed 
by the Ministry that the question of the manner by which merger 
of National Dairy Development ~oard with the Indian Dairy Corpo-
ration can be brought about without undermining the autonomy of 
NDDB was still under examination. 

1.60 The Evaluation Committee on Operation Flood-II (Jha Com-
mittee) also agreed with the view expresse~ by the Committee on 
Public Undertakings and the National CommissiOn on Agriculture 
that the NDDB be merged with the IDC and function as its Research 
& Development wing. That Committee in its report submitted in 
December, 1984 also recommended that as the rule and functions of 
JDC were more akin to those of development financing institutions 
like the National Bank for Agriculture and Rural Development 
(NABARD), the Industrial Development Bank of India (IDB!) and 
the Industrial Finance Corporation (IFC), a new statutory Corpora-
tion be formed to take over the functions performed by both the in-
stitutions. The new corporation should have full freedom and 
flexibility in operation, not less than what the NDDB and IDC have 
enjoyed so far and on par with other financial institutions like 
NABARD, IDBI, IFC etc. The Corporation sliould alsa perform 
a more wide ranging role beyond the confines of the Operation Flood 
Project. For example, it could provide financial assistance for 
dairy development project/programmes even of promotiOl~al nature, 
whether in Operation Flood prnori~Operation Flood 'areas, Simi-
larly, it could provide technical assistance for dairy development 
programmes even in areas not falling within the purview, of Op-
-eration Flood. 

1.61 When asked about the comments of IDC in this regard, th~ 
'Chairman, IDC stated in evidence:-

"I agree with the Ministry that we may implement the .lha 
Committee's recommendations to merge the two and 
make a statutory corporation.... this corporation 
should enjoy an autonomous status." 

1.62 On being asked as to how far the objectives of IDC and 
NDDB were complementary or overlapp:ng, the Department of 
Agriculture and Cooperation stated in a written reply that the main 
objectives of the IDe were to act as a financ'ng and promotional 
institution, as the Government of India may require, to help ex-
-pedite thf' nation's dairy development; to obtain funds and disburse 
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them for investment in dairy development and to monitor the pro-
gress and effectiveness of the projects in which these funds were in-
vested and to conduct any activities of a commercial nature which 
the Government of India may deem desirable in the interest of the 
interest of the nation's dairy development. The primary objective 
.of National Dairy Development Board was stated to be to provide 
technical services to implementing agencies in building up their 
,dairy projects on the pattern of Kaira Milk Producers Union Limited, 
Anand, popularly known as the Anand pattern. Thus, according to 
Ministry, the IOC and the NDDB played complementary rather 
than contradictory or overlapping roles. 

1.63 On the question of extending the role of the new Corpora-
tion beyond the confines of the Operation Flood Project, the IDC 
stated in a note as follows:-

"We agree. We take it this legitimises the tasks allotted to 
NDDB and IDe by the Government in the field of oilseeds 
and fruits and vegetables." .. ' ~ 

1.64 In this connection, the Secretary, Department of Agriculture 
& Cooperation informed the Committee in evidence as under:-

"1 would like to remove the impression that the edible oils 
project which we are operating on behalf of the NCDC 
and partly through NDDB set up on large modern com-
plexes under seven large firms is owned by the Dairy 
Marketing System ...... The milk marketing federations 
are entirely different from the oilseed!! growers federations 
which we have set up in different States .... The aid for 
these projects (oil seeds project) are given by the Co-
operative League of the United States and the Canadian 
Cooperatives as gift material to NDDB and account has to 
be separately kept. It is nothing to do with the dairy aC-
count of the Milk Power as gifts:' 

1.65 In this connection, the Committee were informed by the IDC 
that there was de facto merger of these two bodies as there was a 
common Board of Directors for both and the two organisations work-
ed in unison. ~ 

1.66 The Committee enquired as to why, in these circumstances, 
it·has not been possible for Government to arrive at a final decision 
in regard to the merger of IDC and NDDB. They were informed by 
the Ministry in a written reply:-

"This Ministry has taken a decision to support the proposal 
to merge NDDB and IDC. It is envisaged that a new 
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Statutory Corporation will be fonned to take over the 
functions performed ,by both the institutions. There will 
be an endeavour to see that the Gorporation has full free-
dom and flexibility in operation and at par with other 
financial institutions. The new Corporation will be ex-
pected to perfonn a more wide-ranging role beyond the 
confines of the Operation Flood project and should provide 
technical and financial assistance even in areas outside the 
purview of the Operation Flood. Like the existing institu-
tions, it should continue to be a professionally managed 
organisation. 

1.67 On being asked when the new Corpcrati<>n was likely to be 
farmed, the Secretary, Department of Agriculture & Cooperation re-
plied in evidence that a draft note has been circulated to other con-
cerned Ministries for their comments which would then be submitted 
to the Cabinet for approval. . 

1.68 In their 83rd Report (Fifth Lok Sabha) presented to Parlia-
ment in April, 19'76, the Committee on Pulillc Undertakings had 
recommended that In the long nm it would be beneficial to bring 
about merger of Indian Dairy Corporation and National Dairy 
Development Board. The National Commlsslon on Agriculture had 
also observed In September, 1976 that the integration oj these two 
Institutions was necessary as it would lead to Integrated approach, 
better coordination anll economy of operations. The question of 
merger of the two institutiQns has since been under examination of 
Government. In the meantime the Evaluation Committee on Op-
eration Flood n (Jha Committee) In their Report presented to 
Government in December 1!J84 had recommended that as the roIle 
and functions of IDC are more akin to those of development financ-
ing iru.titutlons like the National Bank for Agriculture and Rural 
Development (NABARD), the Industrial Development Bank of 
India (IDBI) and the Indus.trial Finance Corporation (IFC) a new 
statutory Corporation be formed to take over the functions per-
formed by both the institutions. The Committee note that the 
Ministry has now decided to support this proposal and a note has 
been circulated to other concerned Ministries for their comme~ts. 
The Committee recommended that the proposal should be finali-
sed without any further delay as it is already teD years since the 
recommendation for merger of IDC and NDDB was made by the 
Committee (1975-76) and its advJsabWty has been recommended 
by the National Commission on Agriculture aDd Jha Committee. 

1.69 The Committee hope that as recommended by Jha Committee 
the Dew Corporation shall have toll freedom and ftexlbllity In 0p-
eration. DOt less than what the NDDB aDd IDC have enjoyet1 SIt 
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far and he at par with other financial institutions. It should per-
form a more wide-ranging role beyond the confines of the Opera-
tion Flood Project and provide technical and financial assistance 
~veD in areas outside the purview of the Operation Flood. How-
ever. the Committee do net agree with the IDC's contention that 
the new Corporation should also undertake tasks such as oilseeds 
and fruits and vegetables projects. Admittedly, these functions 

,are totally distinct from Dairy Marketing System. 



CBAPTEBII 

PRODUcrrON OF MILK 

A MiJ,k Production Data 

2.1 Annual milk production in the country was stated to have in-
creased from 21.6 million tonnes in 1969-70 to an anticipated level of 
41 million tonnes in 1985-86. The production of milk during the past 
five years was stated to be as follows:-

Year 

1981-82 
1982-83 
1983-84 
1984-85 
1985-86 

Production (million tonnes) 

33.3 
34.7 
37.1 
38.7 

41.0( anticipated) 

2.2 According to the Jha Committee "the figures of milk produc-
tion have attracted some criticism and their reliability has been 
questioned. In actual fact, different authorities have used different 
techniques for assessing the volume of milk production. In the 
1950's, the Directorate of Marketing snd Inspection, Ministry of Agri-
culture, formed its estimates on the basis of a limited enquiry made 
from a small group of animal owners. The National Sample Survey 
Organisation also compiled some estimates from the data collected 
through their normal channels by the interview method ...... The 
inadequacy and unreliability of the available statistics have come in 
the way of OUr making as precise an assessment of the progress in 
milk production enhancement as We would have liked to make." 

2.3 It has also been stated by the Jha Committee that in 1975-70, 
a scheme was sanctioned for the establishment of a Statistical Cell, .. 
with necessary field staff, in the State Directorates of Animal Hus-
bandry, to carry out sample surveys for estimating major livestock 
production including milk. Field surveys could, however, be taken 
up 'Only in 14 States. While the estimates of milk production for the 
years 1977-78 to 1979-80, State-wise and all India, were published by 
the Animal Husbandry Commissioner, Government of India in Sep-
tember, 1981, the source of those from 1980-81 onwards was the Plan-

22 
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ning Commission. While stressing the need for improving both the 
methodology and the instruments for collecting the relevant data, 
the Jha Committee suggested that the matter be goll,e into by an 
expert body to examine what could be done to get more reliable and 
authentic estimates and arrangements be made for the collection of" 
milk production data on a continuous basis since no evaluation of 
the achievements could be made without such data. Bench-mark 
surveys of milk production in the Operation Flood-II areas be con-
ducted so that the progress made could be properly assessed. That 
Committee also suggested that steps should be taken to improve the 
collection of statistics, particularly in Operaion Flood areas, so that 
the progress could be watched and monitored. 

2.4 When the Committee desired to know the comments of the 
Ministry in regard to estimates of milk production, they were inform-
ed in a written note that prior to 1977-78, the available estimates in 
that regard were either those given by the Directorate of Marketing 
and Inspection or those given by State Animftl Husbandry Depart-
ments to the Planning Commission. Those estimates were, however, 
based neither on a representative sample nor on an objective enquiry. 
In 1977--78, under a Centrally Sponsored Scheme, the State level milk 
production estimates were prepared based on random sample sur-
veys. At the end of Fifth Five Year Plan (1979-80) the scheme was 
transferred to State sector. This resulted in (a) States which were 
not participating did not make efforts to start this activity; (b) 
stoppage of random sample survey scheme in some States; and (c) 
SOme States continued this activity as a non-Plan activity. Again, 
in 1982, another Centrally Sponsored Scheme was sanctioned for the 
estimation of production of major livestock products (milk, eggs, 
wool and meat) and cost of production of milk and eggs with 50 per 
cent Central assistance. This envisaged provision of financial as~·ist­
ance to States under categories (a) and (b) referred to above. 

2.5 In this connection, a representative of Department of Agricul-
ture & Cooperation stated in evidence:-

"Earlier, the milk production estimates in 1951, 1956, 1961, and 
1966 were prepared by Central Statistical Organisation 
(CSO) and from 1970-71 onwards, it is being done by the 
State concerned, and discussed in the Plannrng Commis-
sion. A centrally sponsored scheme for milk production 
was taken up in 1977-78 becaUse we felt that our produc-
tion -estimates needed more technical support for taking 
up·this work in a more scientific way .... These estimates 
were worked out on the basis of methodology suggested 
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by the Institute of Agricultural Research Statistics. Last 
year we have covered 16 States under this scientific survey 
and the other States are estimating themselves by way of 
their own methods." 

2.6 Asked to state the basis adopted in such scientific survey, the 
Committee were informed by the witness that the basic survey was 
done by the State and was based on random sample survey. In each 

.State 15 per cent of the villages were covered for enumeration of 
cattle population under the survey. The 15 per cent villages were 
then distributed depending upon the population in eech district. 
After that, in each district, fifteen villages were selected and then in 
each village households and the number of animals were selected. 

2. 7 In regard to the need for further improvement in the metho-
dology, the Secretary, Department of Agriculture & Cooperation 
stated:-

" .,. the Government will have to institute the necessary 
statistical base as suggested by the (Jha) Committee. The 
statistical base available today is quite inadequate as men-
tioned by the Jha Committee also. Irrespective of Llte 
assistance given by the NDDB, the Government will now 
have to introduce some statistical method .... I propose to 
have detailed survey done for OF Areas for milk produc-
tion, which does not exist .. ' the importance of sampling 
method lies in the extent of supervision of sampling. For 
example, in crop statistics, a certain percentage is super-
vised by the National Sample Survey Organisation. I 
think, We have to find out whether independent persons 
outside the State Government supervise at least a per-
centage of the sample. Then, we can find out whether 
there is a correlation between what he supervised and what 
he did not supervise ... The basic approach is all right. 
But the margin of error may be higher to the extent 
where percentage of supervision is lower." 

2.8 Asked whether any assessment had been made nf the extent 
of contribution of Operation Flood to the increase in milk production, 
the Ministry informed 'in a written reply that no such assessment had 
been made. 

U. Although the aDIluall mUk production ill the country is stated 
to have Increased from 21.6 milIicm toDnes In 1_-78 to 31.7 million 
tonnes in 1984-1\5, the Committee find that cliJferent authorities have 
used merea.t teoJmlques for asS! Ipng the volume of milk produe-
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.... Prior to 1977-78, tie estimates of milk prodaetion were 
dIIer those pven by the Directorate of Marketing and J:nspecUon 
... those given by state Animal Husbandry Departments to t.he 
I'Iumlng Commission. These estimates, according to the MInistry, 
~ based neither on a repreSentative sample survey nor on an 
~tive survey. However, in 1977-78, under a centrally spousored 
wJleme, the state level milk produetion estimates were prepared 
-...eel on random sample surveys but at the end of Fifth Five Year 
~, this scheme was transferred to State sector resulting in stop-
'WIICe -of random sample survey in some States. In the absence of 
..uormlty of methodology, the Committee wonder how far the 
:nallable statistics in regard to increase In milk production was 
n:Jiable. 

2.10. The Committee feel that even the milk produetion estima-
:Gaa under the centrallly spousored scheme introduced In 1977-78 is 
.Jar from satisfactory, as this scheme Is neither being Implemented 
.. ;aD the states nor the statistical base avaDable for the purpose 
lsadequate. Further, there is no independent cheek to ensure the 
.eracity of the estimates as is reporteilly done in the case of crop 
~tisties. There is, thus, a need for Improving both the methodo-
~ and the instruments for eollecting the relevant data. The 
~ttee recommend that the mechanism for comecting milk pro-
tllletJon data should be gone into by an expert body with a view to 
~ting a scientifie and reliable technlque for assesslng the milk 
ptldnction estimates realistically. The MlDlstry have admitted 
.tIIai; DO assessment has been made so far of the extent of contri-
lIIIIIIon made by Operation Flood in the Increase of milk production. 
'De Committee, therefore, desire that immediate steps should be 
bken for conducting bench-mark surveys of mllk produetion in 
OJIerat.ion Flood areas to enablle a proper evalution of the CQntrlbu-
.... made. Further, in order that the assessment of the milk pro-
illletion in the country is reaUstlc which is essential· for ehalking 
.. long term poIiey for increasing milk production in the CQuntry, 
1IIere is Imperative need for collection of milk production data on 
11 sclentifie and continuous basis with an independent cheek to en-
SIre the veracity of the estimates. 

B. Per capita milk availability 
2.11 As per recommendation of Nutrition Advisory Committee 

.. the Indian Council of Medical Research (ICMR), per capita 
Rquirement of milk per day is 220 gms. for a nutritious diet. Ope-
wation FlOQd II set a target of achieving an average per capita 
availability of 180 gms. of milk daily during the 1980's. The target 
f'Dr 1990 is now stated to be 165 gros. per day. In regard to the 
710~ 



actual achievement the Committee were informed that the per 
capita availability of milk per day in the country in 1951 was 132 
gms. which declined to 107 gms. in 1969-70. Thereafter it increased 
to 144 gms. in 1984-85 and was anticipated to be 147 gIl1ll. in 1985-86 
against a projection of 153 gms. 

2.12 When asked how these figures of per capita availability of. 
milk were arrived at, the Secretary, Department of Agriculture 
& Cooperation stated in evidence that the information about per 
capita availability was based on total milk production d:,,-:ided by 
the human population. • 

2.13 Asked whether any study has been made in regard t(J' 
increase in consumption of milk by the weaker sections of society. 
the Minlstry informed the Committee in a written reply that as thr 
milk consumption was related to the purchasing power of the caa-
sumer, the per capita consumption of milk by the lower income see-
ment of population was presumed to be less than the national per 
capita availability of milk. However, no study waS undertaken em 
th!s subject in the OF areas. 

2.14 On enquiry whether study of the milk consumption patter:« 
should not be included in the milk production surveys the Seen'--
tary, Department of Agriculture & Cooperation stated in evi-
dence:-

"It is necessary that the scope of the survey- is modified to. 
find out this by examining a cross section of COfit-

sumers to find out the kind of consumption." 

2.15 According to the FAO Production Year Book, 1983, the per 
capita availability of milk in India was 128 gms. (which increased 
to 144 gms. in 1984-85) as against 268 gms. in Pakistan, 743 gInS. m 
USA, 1238 gms. in Sweden and 5816 gms. in New Zealand. The lOW 
per capita availability is mainly stated to be due to low producti-
vity of Indian cows. The average milk yield per milking cow _ 
Ind;a is 538 kg. per year as against 888 kg. in Pakistan, 3400 kg. m 
New Zealand and 5709 kg. in USA. 

2.16 Asked about the reasons for low productivity of Indian cows 
the Committee were informed by the Ministry in a note that this 
was mainly due to low genetic potential for milk production ill 
majority of local cattle and their inadequate feeding. 

C. Inputs Progrcmme & Health Services 

2.17 Milk production enhancement is stated to be one of till! 
central flbjectives of Operation Flood II. The inputs progrlll"l:lme 



Initiated for enhancing milk production envisages proV1SlOn of 
artificial insemination services to produce improved milch animals, 
animal health cover, feed and fodder development and dairy ex-
tension etc. The programme also provides for the production and 
distribution of fodder seed and cattle feed concentrates. According 
to the Jha Committee the inputs programme had not made much 
progress. Out of the envisaged assistance of Rs. 108.46 crores undel' 
OF-TI, the disbursement of funds by !DC to the federations for the 
inputs programme was only Rs. 23.47 crores upto March, 1984-. 
During 1984-85 Rs. 8.56 crores were reported to have been disbun;ed 
by IDC on Technical Input Programme-Capital assistance for 
setting up of common services and milk production enhancement 
programme-initial development cost etc. 

2.18 Asked to state the reasons for low disbursements 011 an 
important programme like the inputS programme, !DC stated in 
a written note that the funds provided by the !DC for cruch techni-
cal input services were given on a 70 per cent loan and 30 per cent 
grant basis. Technical input facilities were available from the State 
Government through the Departments of Animal Husbandry & 
Veterinary Services free of costs. IDC encouraged the State imple-
menting agencies to draw upon the State programme, which" were 
available as 100 per cent grant, as they reduced the ultimate cost 
to the farmer members and improve the financial viability of the 
unions. Consequently, the drawal of funds by the state imple-
menting agencies from IDe for such technical input programmes 
were comparatively lower. 

2.19 In this connection the Secretary, NDDB stated in evi·· 
dence:-

"The primary reasons for lack of input programmes is thl' 
cost of the input programmes. It is expected that the 
farmers' organisation will bear the cost of input programme. 
It would cost anywhere from 8 to 10 paise a litre. They can 
spend more money on input programme only if they can 
recover something from the milk they collect. Tht, 
inputs have gone up substantially and the expenditure on 
inputs programmes is also going up and it is this activity 
in which we do not generate any income and the fHm-
ers' cooperatives would not incur this expenditure when 
there is only expenditure, and no income. If the opera-
tional cost goes do'Wn, then they would like to go in fur 
input programme; ... We did not stop any money lor in-
put programme ....... money is ·still available." 
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2.20 The Committee have observed that out of 34,520 Dairy Co-

operative Societies organised upto March, 1985, only 21,333 Societies 
provided health cover for the animals owned by the members. Ac-
cording to Jha Committee Report, barring 3 or 4 states, the num-
ber of cooperatives providing animal health cover was relatively 
small and majority of them could not provide h~th services on 
the pattern and level envisaged in the Anand Model. 

2.21 One of the reasons for all the societies not providing animal 
health coverage was stated by IDe to be the substantial difficulties 
being experienced by most of the State federations in recruiting 
qualified veterinarians. Asked ·about the extent of shortage of 
veterinarian, the Secretary, Department of Agriculture & Coopera-
tion stated in evidence:-

"As per our Seventh Plan requirements, there is a need for 
about 4000 more veterinarians. The present figure is 
15,800 and the requirement projected in 1989-90 is 19,60'0. 
Accordingly, there is an additional requirement of about 
3,800." 

2.22 On being asked as to when the shortage of veterinarians 
was noticed and what steps were proposed to overcome it, the 
Ministry informed in a written note furnished after evidence that 
for the most part of the Sixth Plan, the intake capacity for B.V.Sc. 
programme remained between 16()()..1700 in 22 Veterinary Colleges 
in 15 major StateS of the country. During the second half of the 
Plan period, some shortage of veterinarians was felt as evidenced 
by lack of response by veterinary graduates to come for jobs under 
the Government of India and Agricultural Universities, probably 
due to better pay-scales prevalent in various States for veterinary 
graduates and job avenues in the private sector. Three States, viz., 
Karnataka, Tamil Nadu and Madhya Pradesh are reported to have 
started new colleges during this academic ye!J.r. The Indian Coun-
cil of Agricultural Research have also decided to support the esta-
blishment of new colleges/expansion of intake capacity of the 
existing colleges wherever such proposals are supported by man-
power requirements in the concerned State. 

D. Cattle Breeding 

2.23 The Operation Flood II aimed at enabling milk producers 
to rear a National Mllcb Herd of some 140 lakh cross-bred cows 
and up-graded bu1faloes during the 1980's. The number of improved 
female calves bom upto 198W5 was 6.79 lakhs. Asked to state the 
number of imprOved mUch animals, the Committee were informed 
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by IDC in a note that from April, 1984 onwards a village enumera-
tion survey was got carried out by it through the State federations. 
The survey indicated 7.75 lakhs improved milch animals In no 
(where survey was carried out) of the 130 milk sheds. 

2.24 In an article entitled 'A Black Lie' by the Chairman, !DC, 
it was stated that while cashing in on the results of crossbreeding, 
we must maintain our good Indian breeds in their purest forms. 
Indian breeds such as the Red Sindhi, Girs, Tharparkar, Sahiwal 
and Indian buffaloes were excellent animals that were acclimatized 
to our agro-climatic conditions. If we work with our own breeds, 
scientifically, we could probably prodoce animals that were supe-
rior to European breeds in Indian conditions. They would also pro-
vide W1 with better bullocks to meet our agricultural needs. It was 
brought to the notice of the Jha Committee also that cross-breeding 
was not suitable for draught purposes and resulted in spoiling the 
indigenous breeds of cattle. 

2.25 The Committee desired to know the policy of Government 
with regard to cattle breeding. The Department of Agriculture and 
Cooperation stated in a written reply that the policy of cattle breed-
ing for increasing milk production was as under:-

(i) Genetic improvement of nationally important cattle breeds 
by selective breeding in tDeir home tracks. 

(ii) Gross-breeding of no-descript, low-producing cattle with 
overseas dairy breeds. The State Governments have been 
cautioned not to undertake cross-breeding indiscriminately 
but to confine this activity to only non-descript, low pro-
ducing animals. 

(iii) Progressive genetic improvement of important buffalo-
breeds by selective breeding and upgrading of non-descript 
buffaloes in other areas for improvement in milk yields. 

2.26 Asked as to how the average lactation yield of the cross-
breeds compared with that of Indian breeds in the purest form, the 
IDe stated in a note that the average lactation yield of the cross-
bred cow (non-descript Indian cows X exotic bulls) under field 
condition varied from 1000-1200 kg. while it could produce upto 
2500 kg. under organised farm condition with proper management and 
feeding. The pure-bred Indian COWs like Kankrej, Harya'Ila, Olr, 
etc. Gave an average lactation yield of approximately ~ kg. 
under the field conditions and some 1200-1400 kg. under organized 
conditions. 
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2.27 The Committee were also informed by !DC that the cross-
bred cows were more efficient for milk production compared to the 
pure-bred Indian caws and it took only one generation of breeding 
to produce a crosa-bred cow. According to Ministry, the main 
characteristics of Indian breeds are of greater disease--resistance and 
heat tolerance as compared to the European breeds. 

2.28 {)n a query regarding the time required for developing the 
Indian breeds, IOC informed the Committee in a note that it was 
expected that it might take some 6 to 8 decades to double the milk 

yielding capacity of Indian breeds. It was necessary that the exist-
ing farms with the State Governments, agricultural Universities and 
the Indian Council of Agricultural Research followed a well defined 
policy of breediDg and selection of the animals so that the milk yield-

ing capacity of pure bred Indian breeds would gradually continue to 
increase from the existing levels. 

2.29 Asked whether the cross-bred bullocks were suitable for 
draught purposes, the Secretary, Department of Agriculture and Co-
operation stated in evidence:-

"The data which I have gone through indica.tes that the belief 
that a cross-bred animal will not be suitable for draught 
purposes is not entirely correct. Of course, there is some 
problem but that is not insurmountable." 

2.30 In this connection, the Ministry have also stated in a written 
reply that the main difficulty in this context was that our farmers 
were used to working with a humped animal which was missing in 
the cross-bred animals. This difficulty could be overcome with a 
proper hitching system which has not yet been populariSed within 
the country. In so far as the work efficiency of the cross-bred animal 
was concerned, the cross-bred bullocks have been found to be equal 
if not better than most of the bullocks of non-descript type which 
were being presently used in a large part of the country. In studies 
conducted at Kamal as well as at Haringhatta, it has been seen that 
to get the best results, the cross-bred bullocks should be worked pre-
ferably in the cooler hours of the day and hotter hours of the day 
should be avoided. 

2.31 When the Committee enquired whether it was not desi,rable 
to undertake projects for scientific development of Indian breeds, the 
Chairman, IOC stated in evidence as follows:-

"We should develop our own breeds and if we do that we will 
find a lot of milk. It will be suitable to the Indian climate 
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and it will have resistance to the disease in Indian cOndi-
tions." 

2.32 In this connection, the Secretary, Department of Agriculture 
and Cooperation also stated in evidence: 

"Cross breeding programme by using the imported variety is 
only a short term measure which can be used in those limit-
ed areas where there is a large cow population .. ···· .. For 
example in Maharashtra we find that artificial method. is 
a major thrust, but it is not so in GUjarat or Haryana. Be-
cause they have been gOOd yielders in the domestic variety 
.... rt is one of having a judicious blend of all this. There 
is no question of our neglecting' a breed which is tradi-
tionally used for draught purposes because the Indian 
farmer any way continues to depend upon his pair of bul-
locks. NOr can We neglect our famous buffalo breeds 
which are very good breeds. We cannot neglect the 
potential which we have of increasing the milk producti01i 
much faster by cross-breeding of the cows. So all the 
three will form the focus." 

E. Cattle Feed 

2.33' One of the reasons for low productivity of Indian cows was 
*tated to be inadequate feeding. Increasing the milk yields of cattle 
hy improving the production of fodder and supply of feed is one of 
'!he ingredients of Operation flood. Cattle feed compounding capa-
city of. 2,455 MT, 2605 MT and 3289 MT per day was stated to have 
been created by various plants set up under Operation Flood by the 
~d of 1982-83, 1983-84.and 1984-85, respectively. 

2.34 In response to a question regarding capacity utilisation of the 
cattle feed plants, the Committee were informed in a written note by 
,:me that the capacity utilisation of these plants under .operation 
Flood during the peak months was 45 per cent, 51 per cent and 50 per 
ft!'Ilt in 1962-83, 1983-84 and 1984-85 respectively. 

2.35 When asked about the reasons for low capacity utilisation of 
these plants, the Secretary, NDDB stated in evidenc~ as under:-

" .... This feed is anew product which is 30 to 40 per cent 
cheaper than the traditional feeds like cotton seeds, oil 
cake etc. Farmers are normally very sceptical about such 
new products. It takes some time to be accepted .... In 
the next three to four years, it will be fully utilised and 
many of the plants will have to be expanded also." 
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2.36 In this counection the me has also informed the Committee' 
in a note that new cattle feed plants of 100 MT per day are under 
construction at Gauhati, Cuttack, Bebrampur, Gurdaspur, MadUDi 
and Mydukur. The plant at Surat is under expansion from 100 .. 
200 MT per day. 

2.37 According to the Jha Committee Report, "the vast majeJrity-
of the cattle in India were fed on agricultural crop residues ami 
natural herbage of low nutritive value. The improved breeds dl 
livestock, in particular, were not likely to exhibit their full genetic 
potential for production unless fed adequately. It was estimated that 
the cost of feeding constituted as high as 70 per cent of the cost t:!£ 
milk production. Green fodder provides the cheapest. source al 
nutrients; the National Commission on Agriculture had pointed 0Il!It 
the importance and essentiality of green fodder for milk productiom 
enhancement, particularly for the improved breeds." 

2.38 When asked about the steps being taken to increase tbr-
fodder production, the Secretary, Department of Agriculture and 
Cooperation stated:-

"Most of the farmers find that they do not have enough fiJrIi-
der. One approach which we have now taken up is 
National Dry Farming Project. We are having an int.ewe-
rated approach of using a part of the land for fodder aJIIK 
making it linked up with families." 

2.39 When asked about IOC's views on the need for productiaR 
of green fodder, the Chairman, IDC stated that the green .fodder:-
production should not be unduly encouraged and farmers shoaI4 
not produce fudder by diverting land from food production to fodder 
production. Dairying should be developed in such a manner fhIIt 
livestock feeding should substantially depend on by-products .. 
agriculture. IDe has developed a Urea Molasses lick to improve 
digestibility and nutritional value of agricultural waste. This li~ 
which is made of molasses and some minerals, salt and vi~ 
makes the buffalo hungry and it eats a lot of straw which is tile-
main by product of agriculture. The straw becomes a good fodder 
because urea has got nitrogen. which is the basis of protein. 

2.40 On being enquired whether the Urea Molasses lick has foUDli' 
acceptability among farmers, the Secretary, NDDB stated as fal--
lows:-

"We have four plants of 25 tonnes capacity per day. '1'IIl!se 
planls have just started and it will take some time to uar 



33 

this concept .... We are right DOW creating a demand 
setting in demonstration for the farmers to see for them-
selves how the animals get used to more straw with the 
urea molasses lick. Previously, if an animal consumed 
8 kgs. of straw, now it will consume 15 kgs. and it works 
out to be economically much better. In fact, the oo.<;t cf 
milk production will go down by 20 per cent or so with 
the application of this technology." 

2.41 When the Committee asked whether green fodder was not 
at all necessary, the Chairman, !DC replled:-

"Some green fod:ier is necessary far cows. Buffaloes can 
digest cellulose. For very low yielding animals, you need 
not give green fodder, but for good cows we must make 
it available .... It increases yield .... green ~der is 
necessary for the Holstein." 

2.4.2. The Committee regret to note that althQugh the total pro-
duction of millk is claimed to have been substantially Increased in· 
the country, its per capita availab'lity still continues to be low. As 
per the recommendation of Nutrition Advisory Collllftittee of the 
Indian Conncil of Medtcal Research (ICME), the per capita re-
quirement of milk per day is 220 gms. for a nutritious diet. The 
target in this regard set under the Operatiou Flood is stated to be 
165 gms. per day to be achieved by 1990. The actual per capita 
availability of milk was however, onlly 144 gms. per day in 19l14-85. 
Thus even after more than 15 years of start of the Operation F100d 
Project the per capltaavaUability of milk' in the country remains 
far below the level reCOmmended by the Nutrition Advisory Com-
dlittee of ICME and the prospects of its being achieved in the near 
future appear to be bleak to the Committee sinee the per capita 
target for 1990 of 165 gms. per day is itself much below the mini-
mum of 220 gms. required for a nutritious diet. The Committee 
woUld like to stress that an outer time limit should be fixed by 
when the level of per capita requirement Qf mJlk, as recommended 
by ICMR, is to be actually achieved. Besides, a study should also 
be conducted in the Operation Flood areas as to what are the fac-
tors responslble for law consnmption of milk by the weaker sec-
tions of society and suitable measures should be taken to remedy 
this and briog up the CODSDDlption of milk. by the weaker sections 
to the minimum nutrient level. -2.43. The Committee have been informed that the main reason 
for the law per capita availability of milk is mainly due to law 
productivity of oowS because ~f low genetic potential for mDk 
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production in majority of local cattle and their inadequate feed-
mg. Milk prodaetion eahaneement is one of the central objectives 
of Operation Flood-R The inputs programme Initiated for eahaDe-
ing milk produetiQD envisages provision of artifleial iuendnatioD 
serv:lces to produce Improved mUch animals. animal health cover. 
feed and fodder development and dairy extension etc. The Com-
mittee are however, coutrained to observe that out of the envisa-
ged assistance of Rs. 108.46 crores under OF-D for tbls purpose. 
OII.ly about Rs. 32 crores were disbursed by IDC upto MardI, 19M 
on this programme. The drawal of funds by the State implement-
ing agencies on this account from IDC which is on 70 per cent loan 
and 30 per cent grant basis was stated to be low since the latter 
cncouraared these ageueies to draw upon the State programmes 
whith were available as 100 per cent grant. The Committee, bow-
«,ver. feel that there should be no laxity in the programme for po-
pula rising and implementing the Important inputs programme which 
is intended to enhance the production of milk. In this conneetiOD, 
the Committee, also suggest that the Government/IDe may consi· 
der the feasibWty of !liberalising the lending terms as well as of 
increasing the grant element in this regard. 

2.M The Committee also find that out of 34.528 Dairy C0-
operative Societies organised upto March. 1965, only 21.333 societies 
provided animal health cover for animals owned by the members. 
Hanoing 3 or 4 states, the number of cooperatives providing health 
(~over was r~ported to be small and majority of them could not pro-
,·ide heallth serv:lces on the pattern and level envisaged in the 
Anand Model. The Committee have also been informed that a 
shortage of qualified veterinarians has been experienced by most 
of the State Federations which is expected to be of the order of 
3,800 by 1989-90. The Committee desire that immediate suitable 
!t-teps should be taken to overcome this shortage by expansion of 
intake capacity of existing veterinary colleges and by establishing 
new colleges, wherever necessary, 

2,45 Opt,ration Flood-D aimed at enabling milk producers to 
rear a Nationa1 Milch Herd of some 140 lakh cross-bred cows and 
upgraded buUaloes during 1980's but the progress made so far to 
this end is far from satisfactory. According to a village enumera-
tion survey carried out from April, 1984 onwards in 110 out of 130 
mllk-sheds the number of improved milch animals was only 7.75 
lakhs. While viewing the concern the slow progress, the Com-
mittee recommend that concerted efforts should be made by me 
for achieving the targetted .'lumber of improved cross-bred milch 
animals with a time bound programme. 
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2.46 The Committee are informed that crou-.bred cow is a more 

efIl~leDt animal for milk production eompared. to the pure bred 
Indian cow. It takes ODe generation of breeding to produce a cross-
bred eow. The eros&-bred cow drops its first c:aU at the age of 38 
months whereas the pure bred Indian cow drops the calf between 
48 to 54 months. However, reservations have been expressed about 
adoption of cross-breeding in India particularly in regard to the 
suitability of cross-bred bullocks for draught purposes. Therefore. 
the Committee feel that if we develop our own indian bred ani-
DIals sdentJfleally, we can produce animals superior to European 
bred. Furthermore, the Indian breeds have greater disease resis-
taace and heat tolerance compared to the European breeds. The 
Committee, therefore, recommend that there! should be a judicious 
blend of cross-breeding and development of pure Indian breeds. 
Cross-breeding programme by using the imported varieties should 
be taken up only as a short term measure and it should be ensured 
that this activity is confined only to non-descrlpt, low produclDg 
aaimals and not undertaken bllliscr1mina.tely. In areas, where the 
domestic varieties have been good yielders, efforts should be made 
to further increase the milk yielding capacity of pure bred Indian 
breeds through a well-defined policy of breeding and selecti'lD of 
the animals, as these have greater disease resistance in the Indian 
climate. 

%.4'7 The Committee are informed that since Indian farmers are 
used to working with humper animals for draught purposes, the 
cross-bred animals are not popular with them for this purpose be-
cause of absence of humps. This problem can, however, be over-
come by developing a proper hitehing system. The Committee. 
would therefore, like to stress that eftective steps should be taken 
by Government/IDe to develop and popularise a hitching system in 
the country so as to utiUse the cross-bred animals for draught pur-
pose;. 

%.48 Operation Flood Project also envisaged increasing the milk 
yields of cattle by improving the production of fodder and supply 
of adequate feed. The Committee regret to note that while the 
cattle feed eompounding capacity went on increasing from 2,4.55 MT 
in 1982-83 to 2,605 MT in 1983-84 and to 3,289 MT in 1984-85, the 
c:apacity utiUsation of these plants even daring the peak months 
was only 45 p.c. 51 p.c. 50 p.c. respelCtively during these years. 
Despite thi!l, new cattle feed plants are being set up and the capa-
city of some of the existing plants is being increased. The Com-
mittee cannot but stress that before the new plants are set up and 
capacity of the eD~ plants augmented there is urgent need for 
concerted marketing doris to popularise this feed which is stated 
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to lie 3t to 40 per eeDt cheaper thaD the tradltioIIal feeds like cottoa 
seeD, 00 eake, etc. 

2.49. The Committee appreciate that the Indlaa Dairy Corpora.-
tion has developed a Urea Molasses Lick to improve the digestibility 
and nutritional value of agriculture waste which forms a feed for 
vast majority of cattle in IndIa. The cost of milk production is 
expected to go down by about 20 per cent with the applkatlon of 
this technology. The Committee would like to be informed of the 
results of efforts being made to create a demand far Urea Molasses 
Lick. At the same time\, the Committee, would stress that the 
importance of green fodder should not altogether be Ignored since, 
as pointed out by the National Commission QIl Agriculture, green 
fodder is essential tor milk production enhancement pa.rticulaI'ly 
for the improved breeds of cows and buJfaloes upon which greater 
empbasis is being laid of late. There should, therefore, be an inte-
grated approach by using a part of the land fQr production of green 
rodder to be made avaUable in areas having large number of im-
proved varieties and agricultural wastes (straw) in areas having. 
low yielding anImals. 



CHAPTERm 

PROCUREMENT AND MARKETING 
A. Procurement of MI7.k 

3.1 According to IDC, the annual average rural milk procure-
ment during the last five years was as follows:-

,gBl-B, 
IgB2-Bg 
IgBg.a. 
1!IB4-85 
IgB5-86 

'7' 8 lakh kg, per day (Ikpd) 
44" 
52'1 
57'8 
65'0 

(anticipated) 

3.2 The Chairman, !DC infonned the Committee in evidence that 
a stage has been reached when 'about ten lakh litres of milk was not 
being collected a day in about six States because there was no mar-
ket for it. On being asked the reasons for the surplus availability 
of milk, the witness stated:- ' 

"Surplus of today is the result of the last three years of conti-
nuous increase of milk procurement by 20 to 25 per cent 
over the previous year. It was not expected that such 
increase will take place. In my view what is worrying 
me is that w~ will be able to solve this surplus problem 
if this 25 per cent increase does not take place next year, 
Then our marketing would have caught up with the avail-
ability of milk what is happening is that our marketing 
is not adequate". ., :. 'Iii.! 

3.3 On enquiry whether the matter was brought to the notice of 
Government, the Ministry of Agriculture and Coopell"ation informed 
the Committee in a note that from the discussion with the represen-
tatives of the State Dairy Cooperative Federations as also from 
available reports, it appeared that about 14 to 16 lakh litres of sur-
plus milk per day would be made available to State Dairy Federa-
tions of six States viz. Maharashtn, Gujarat, Uttar Pradeeh, Har-
yana, Punjab and Rajasthan beyond their existing handling capacity. 

3.4 In this connection, the Secretary, Department of Agriculture 
& Cooperation also stated in evidence that when this situation was 
brought to thellhotice of the Ministry by IDe, a joint meeting was 
held in January, 1986 with the problem Federations such as Punjab, 
Haryana, Uttar Pradesh, Rajasthan, Madhya Pradesh, Gujarat and 
Maharashtra to identify the bottlenecks. 

37 
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3.5 On enquiry as to what problems were identified at the meet-
ing, the witness stated:-

"There are some dairies !not working to full (processing) 
capacity. I have not analysed the. contributory factors. 
But We have found that there are dairies which can pro-
cess more, provided their operational and technical pro-
blems are solved .... We insisted that the installed capa-
city should be utilised. Therefore, more milk JC8D be 
brought .... Other dairies have to add to their capacities. 
Still others have to market their products more vigo-
rously .... We will have to deal with each Federation 
lICIp6I'ately. That is what me and the Government pr0-
pose to do. Unless the processing facility is there at the 
chilling centre i.e. pasteurising unit, we cannot do much .. 
The fourth point is about railway wagons not being often 
available for transporting milk from surplus areas. Here, 
if it is attached to Mail and Express trains, faster trans-
port is possible". 

3.6 As regards the action proposed to be taken in the matter, 
the witness informed the Committee that--; 

"We are hoping to meet every quarter at leutto review the 
implementation of short term measures. But the ques-
tion of expansion of capacity is something which isa 
long-term measure. I think a decision about launching 
national campaign for marketing will be taken in that 
meeting .... A specific action plan is to be evolved in the 
next meeting. We had asked the dairy federations to 
prepare the action plan." 

3.7 When asked about the figures of processing capacity and its 
utilisation, the Ministry have furnished the following information in 
regard to the cooperative/public sector in some of the milk surplus 
States:-

N""'e of the s"".te 

Mahar ..... tra . 
GotJar. t • 
lJtlar Pr.dnh . 
HIIrvaDa • 
Punjab 
Raja"h •. ,. 

F.stlmated Aver"&,,, Milk pro-
milk pro- milt".. ... Cf.I~inJ! 
duction dllction capacity 
(.~~ ~r day per da~ 
\000, ~-li5) t~ 

tn.) 

2110 57. 80 .4! .6 .• 0 
~o ']2·32 lI8.11 
6720 .1\4.10 3.85 
uoo 6575 ··55 
sBlO I~.,a 7.00 
SSOO gS.e9 7·"'" 

Capacity 
utili_ 
tion 
(Oct. 
·9Os 
(%) 

62 
80 
7S 
85 
6:r ,3 
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3.8 From the above figures, it would be seen that cooperative! 
public sector i.e. Milk Cooperatives under State Daky Federations 
and Public Sector Units in the States of Maharashtra, Gujarat, 
Uttar Pradesh, Haryana, Punjab and Rajasthan can only process 
about 28 per cent, 39 per cent, 2.09 per cent, 3.57 per cent, 6.7 per 
cent and 7.82 per cent respectively of the milk produced in those 
States. I ; ti r 

3.9 Similarly, the milk drying capacity of the aforesaid six States 
(in the cooperative sector) was furnished as below:-

Natne of the Scale 

Mahanshtra • 
Gujarat. . 
Uttar Pradesh . Ma", .... 
Punjab • 
R~jasrhan 

B. ProcuTement Prices of Milk 

Milk 
dnin't 
capacity 
per day 
(M.T.) 

4P 
aOS·5" 

19·5° 
to 
36 
40 

Capacity 
utilisation 
(in 
Octobe.· 
1985) 
(perda~) 
(MT) 

" 73 
46 
63 
47 
20 

3.10 According to the Jha Committee, the capacity of the ('0-

operatives to pay to the milk producers was dependent on the price 
at which they could sell their milk. If they had a free hand and 
were suftlciently well-organised, they could well dictate a price 
whicb.tmight be higher than what would be justified on considera-
tions of giving them adequate incentives to maximise output and 
might be judged to be unfair to the consumers. Therefore, State 
Governments understandably had to concern themselves with the 
prices charged for milk to urban consumers on the one hand and a 
fair return to the rural milk produ(,ers on the other. Clearly, a 
balance had to be struck between the two conflicting considerations 
keeping in view the paramount importanCe of increasing milk pro-
duction which was in the interests of both the producer and the con-
sumer. However, at present there was no uniformity of policy in 
this matter. There were considerable variations rn producer as well 
as consumer prices in different States. The policy framework for 
determining both producer and consumer prices should be such as 
to stimulate production and help national self-sufficiency, while rai~ 
ing the levels of per capita consumption. 

3.11 That Committee suggested that having regard to the inter-
relationship between fodder and other crops and its crucial impact 
on milk prices, the Agricultural Prices Commission (now Commis-
sion for Agricultural Costs and Prices) shQ\lld be asked to make re-
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commendations regarding the priCe of milk. after taking into ac-
count all relevant considerations including cost of fodder and other 
inputs. Once the producers' price for milk had been determined 
for a State, tPe price for the consuming centres within the State 
would pave to take care of the costs of transportation and other 
overhe~. 

3.12 Asked about.IDC's views in this matter, the Chairman, IDC 
stated in evidence:-

"There are two major problems here. First, a poor farmer 
keeps a cow which is not very good, which producess only 
half a litre per day whereas a rich man has a cow which 
yields 20 litres of milk a day. Now, with this variation 
in the per animal production, whose cost of production Will 
be worked out? Becauge the productivity per animal 
varies, we have this problem in fixing the price of milk. 
The second problem is this Most of the costs are im-
puted costs ...... The only real cost that you can measure 
is the cost of cattle feed purchased. FOr these reasons, if 
you ask the Agricultural Prices Commission to fix the 
price of milk, it will be unfair to some people and favour-
able to some others and we will be having problems. My 
own view is that we must follow the policy of market 
trends". 

3.13 On being asked by the Committee whether there was any 
agency for coordinating the prices of different cooperatives, tIA wit-
ness stated:-

"No, Sir. There is none." 

3.14 The Committee enquired whether there were any gmdelines 
for fixing the procurement prices of milk. The Ministry stated in a 
written reply that at present there were no clear guidelines for the 
determination of procUrement prices of milk which was generally 
determined by the concerned State Government/Cooperative Fede.-
ration on the basis of market trends keeping specially in view the 
intere5ts of the producers. The Ministry added that it was neces-
sary to ensurc that the producers got remunerative price; simulta-
neously it was also necessary to safeguard the interet5 of the con-
sumers. 

3.15 In this connection, the Secretary, Departme!nt of Agriculture 
& Cooperation stated in evidence:-

"As regards milk prices strategy, the general policy guide-
lines should be laid down by Government..... Rec:om-
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mendation ot the Jha Committee, as'snch, is not neces-
sarily implemented but I have requested the'CACP to in-
dicate the entire technical background. Broad policy 
guidelines should be arrived at and discussed with, IOC so that they can issue suitable guidelines to the partici-

"pating federations which we may endorse to the State 
Governments. But our general approach is thilt we do 
,~ot want to really introduce any pricing system." 

C. Payment to producers 

3.16 The system of procurement of milk under Operation Flooo 
base~ on ,the 'Anand Pattern' was stated by IOC to aim at progres-
~iv~eliminatlon of middlemen -and increase the rettirn. to milk: pro-
ducers. The, basic unit of the Anand Pattern IS the village milk 
producers' cooperative--a. voluntary, organisation ofmiIk producers 
in, a village. All village milk producers' cooperatives in' a district 
are,,'members of the District Cooperative Milk Producers' Union. 

3.17 The Committee have also been informed by the roc in " it 
np,te that .the time interval between the coUectioll of milk and pay-
ment: varied according to the unanimous decision arrived at by the 
respective village coopp..ratives. However, according to the, ,J,ha 
Committee, in some States, a number of difficulties have been ex-

'fjetienced in ensuring prompt payment to the producer which has 
led to some diversion of milk from the cooperative system to others 
who not only mad~ quick payment but often gave an advance to t~ 
producer in retuni for a promise of' regular supplies. One of the 
reasons for delays in payments to the producers by the cooperatives 
was said to' be inadequate working capital' with the' Federation/ 
trilions. ' . r, 

3.18 When the Committee desired to lmow the comments of me 
on the observations of theJha Committee with regard to the diver-
sion of milk from Cooperative System to traders due to delayed 
payment to producers, the Company stated in a ilote:-

, "It is true that one of the reasons for diversion of milk to the 
trader has been the failure of certain cooperatives to 
pay farmers within a reasonable time and the fact that 
the traders .have provided advances. Delays in payment 

, have occurred largely owing to the' operational losses in-
curred 'by the cooperatives lind therefore, inadequate 
working capital 'reSulting in delayed payment. These 
difficulties haVe been experienced by most unions in the 

710 LS-4 
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States of Madhya Pradesh. West Bengal, Haryana, Orissa 
and Sikkim and to a lesser extent, in· Uttar Pradesh, 
Bihar and Andhra Pradesh." 

3.19 Asked whether there was any machinery available to moni-
tor prompt payment to milk: producers. the Committee were inform-
ed that the Ministry of Agriculture had issued a circular in May, 
1985 to all States for constituting a Committee under the Chairman-
ship of the Minister for Dairy Development for close monitoring 
of the implementation of OF-II project in each State. Monitoring 
of prompt payment to producers was stated to form one of the terms 
of references of this Committee. 

3.20 On enquiry by the Committee as to in how many States 
such Committees have been formed, the Ministry have stated in a 
note that such Committees have so far been formed in 14 States and 
Union Territories viz. Bihar, Gujarat, Haryana, Himachal Pradesh, 
Jammu and Kashmir, Karnataka, Kerala, Orissa, Tamil Nadu. 
Sikkim, Tripura, Uttar Pradesh, Andaman and Nicobar Islands and 
West Bengal. 

3.21 Whc:n asked why such Committees have not been formed 
in other States, the Secretary, Department of Agriculture and Co-
operation stated in evidence:-

"They have not expressed any difficulty. But I will pursue 
with them." 

D. Milk and Milk products Order 

3.22 In 1965 the NDDB recommended promulgation of a Milk and 
Milk Products Order to prevent the mushroom growth of dairies, 
to make it obligatory for every milk plant to be licensed, to ensure 
economic viability of the dairy plants, and to define milk-aheds .for 
each of the plants. In the long run the order was to help evolution 
of the National Milk Grid by inter-state flow of milk thereby widen-
ing the scope of marketing rurally produced milk; and would help 
rationalise the manufacture and quality control of milk and milk 
products. However, due to opposition from the Directorate General 
of Health Services and Directorate General of Technical Develop-
ment, the matter was not pursued further. 

3.23 At the request of the Ministry of Agriculture, a revised 
draft of the Milk and Milk Products Order is stated to have been 
submitted by the NDDB in 1975,. but this order is reported by 
IDC to have not been finalised so far. 



3.24 The Committee desired to know the reasons for delay in 
finalisation of the Order. The Department of AgricuJw.-c and 
Cooperation stated in a note submitted to the Committee that NoDB 
forwarded a preliminary draft of the Order to be promulgated under 
Section-3 of the Essential Commodities Act, 195~. The Milnistry 
sought the comments of Ministry of Industrial Development of 
Health and Family Planning in May, 1976. Subsequently, the 

Order was circulated to some of the selected State Governments 
and also General Managers of Delhi Milk Scheme and Mother Dairy 
in June, 1979. In view of the comments of Directorate-General of 
Health Services, the Order was subsequently revised by NDDB to 
bring it under Section 23 of the prevention of Food Adulteration 
Act, 1954 and the matter was taken up directly by the President, 
Indian Dairy Association, with the Ministry of Health and Family 
Welfare in December, 1980. The matter is thereafter under consi-
deration of DGHS. 

3.25 In the 7th Meeting of the Steering Committee held on 5 
September, 1984, it was decided that NDDB might submit a revised 
Milk and Milk Products Order in the light of discussion held by 
them with the Ministry on 7 May, 1984. Accordingly, a revised draft 
Milk and Milk Products Order to be promulgated under Section-3 
of the Essential Commodities Act, 1954 was received from NDDB 
on 25 July, 1985. On the advice given by the Department of Legal 
Affairs, comments/clearance of the State Governments to the pro-
mulgation of the proposed order has been sought. 

3.26 The main objectives of this Order were stated to be as fol-
lows:-

(i) To promote orderly growth of dairy industry in India by 
regulating collection, handling and processing of milk 
and manufacture of milk products and to ensure the 
availability of liquid milk to the consumers especially 
during the lean seasons. 

(ii) To enable setting up of adequate milk processing and 
product manufacturing capacities for making available 
sufficient quantities of liquid milk and milk products. 
This will facilitate restoring supply of liouid milk and 
milk products throughout the country in all seasons. 

(iii; To channelise milk collection primarily through produ-
cers' owned organisations so as to ensure greater stabili-
ty in price and supply of liquid milk. 
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{iv) To ensure sale and distribution' oj' ~ilk and 'miJ,k "pro;-

ductS -through hygieni<:' and appropriate m;de of 'supply . 
, 
.: S.27 On being -askea to' stateth'e latest pOs!tionin t~ " matter ... 

-the' Secretary. Depllrtment of Agr:culture & Cooperation stated In 
'evidence:~' . . ,. . ......' , . 

. ~, ... ,"'Fe want~d. to promulgate ,this draft,. but .w:e were" advised 
by the Law·Ministry that we could .. 6eek the . opinion of 

.' . the states, We, have taken the view that.,·if :ftoState Gov-
.' .' .. _ el:~ent send.> the opinipn by l~th April, 1986 we will go 

, ~hec"d with the draft. .. , .1. will see that it is expedited , ...... ,,"'.~ .. ,. .. . ".: .. 
t • ..' • ," • io .• _.... •• 

" c '3.28 The Committee are conti-aIDed 'to observe that about 14. to 
·16 lakh iitresot 'surplus nink per' day 'is' avaUable with the "state 

Dairy Federations of six States viz. Maharashtra, Gujariit, Uttar 
Pradesh, Haryana, Punjab and Rajasthan mainly due to lack of 

.' ma~ket and' tompllratively low' 'handling' ~apacity.·· Admittedly, 
, the pr~nt State of affairs is result 'Of 'tbefact thatthemarke~g 
. :m~sha\'e not kept pace' with the procurement of milk. Besides, 
',t' present the Cooperative,iPublic' Sector un:ts in theSe'six states 

. are' 'able to prooess' only abOut 28, 39,2:09,3.57, 6,7 alld'7.82~­
: bires, of the inilk produced: III some cases even the existing Proces.-
;'Sing Capacities are notbeing fully utilised. ' 

': '. ' ' ", 

3.29 The Committee are' of the fum view that to meet tlie Situa-
tion lu an effective manner, vigorous efforts should be made to 

. dilvel6p adeirua'fe markt;tbig facilities for handling tile surphis ~, 
Besides, based on an assessment of abailabiJity of milk in different 
areas of these states, the processing capacities Should also be aug-

, inented, wherever neCeSsary .. As a short .term measure, however, 
-dorts should be made to optimise the capacity utilisation of exist-

'ihg'1lnlts,: H lleees..cal"y . by having additional' shifts: The Com-
. 'inlttee· need' hardly emphasise 'tha t unless the problems of surplus 

milk Is dealt with with a sense of urgency, 'not'only the consumers 
would' tie deprived of benefits of increased milk production but this 

, . may' aiso' have an' adverseeft'ect on the' production of milk in sur-.' ',' '., . ". ". . ." ., " . - . . ' 

, . "I~S areas .. 
, ,,3.30 The Committee are also of the view·that there is an urgent 

need lor. determinlng ratlollal pricing ·ofmilk as it wQuld ensure 
not only a fair return to the milk producers but also availability 
of milk on a reawRable price to the CODSUmers. .However, the Com-
mittee are distressed to learn that at ,present no uniform polley is 
being followed in,' tM!!.· regard. There are considerable variations 
In producer as weUas consnmer prices in different States. Even 
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1 ... :--

within a State, there is no agency for coordinating the. prioes.of 
'different cooperatives. While it' may not be advisl,lbJe at .this.stagCi 
tueDiorce uniform procuremcntproces of ndlk . thr9UPoDt .tbe 

· country, the Conimittee muSt empnas1se the desil'abiJi\;3'. Qt. ~ing 
: doWn sOme broad gUidelmesfor determination of procuXement 
pri(,.es of milk in different States. Such guidelines should bel trAm-
ed in consultation with t11e CommisSion lor AgIicultural Costs.ad 
Yrices after taking into account all relevant cQllSiderations .includ-
ing the cost of fodder and other inpUiS. The ultimateobjectwe 

.' sllould be to stbDulate 'production ano. tQ achieve seif-sWfi.ciellCyin 
mUk, while raisiDg tile ievels o( pCr .capita consumption. Whereas, 
prompt Payment to' producers. of milk is very essential for. thesuc-
cess' Qf cooperiiive systems, no vOJi.ltive stew seeq1 to bave. Deen 
taken' for this PurPosE!' ~d }:onsiderabl~ delays.·in this IeQl:d.l&ave 
been rep~rted in some ,~~ the Stat~ like Madhya Pradesl1 ... Or_a, 
Si~ mainly due ,to operatWg losses and inadequate-WDl'kJbg 
capital \vith the Feqerations/Unio)lS. Such delays have.J.ed to tile 

'.' diy!!r~;on ~f ~ilk JrQJll . .the coOp~rative systenl. totraderll· who-nOt 
orily make quick payment but often give.an. advance·to.th".p$-
ducer in return for a promise of re$ular supplies. The Committee, 
therefore, recommend that the IDe should work out a scheme to 

· make a~ailablc some seed/margin money to the- Feli,eration' facing 
difficulty of working capital. ." .. .. :. ~ :;: 

3.31 The Committee are informed that the Ministry cif'c~triC1tl­
tw.'e issued a clrculax to all States in May, 1985 :for conStitllttOn a 
Committee under the Chairmanship of Minister for Dairy DeveI'6p-
·ment for close monitoring and implementation -ofOpetatioll FloOd 
Project in each State.· The monitoring of prompt' payment -to iri~lk 
producers is also' stated to be (J.neof the terms of i-eteren(i~M't1fis 
Co~tte'e. The . Committee are also stated to be one' of 'th"; 'iehns 

~ of reference of this Committee. The Committee' are also iidormed 
· ihat so far only in 14 States/Union' Territories sllch Committees 
· have been formed. The Committee desire that tue Mtntstr1-;or 
· Agriculture should pursue the matter seriously With the· temainlng 
· State Governments so as to accelerate the process of setting. 'up ,such 
committees in those States so that' an: early· solution' to- the problem 
of delayed payment to milk producers could be found out.~··;· ." 

, . 3:32 The Committee regret to note that the p.posed Milk arut 
llUlk PrOdqets Order in which aims at promoting orderly growth 
of dairy industry m India l1.'ld ensurin~Uh~_,Ilv.Il!I~b!lity . of liquid 
milk to the consumers especially during the lean season, still. re-
mains to be finalised despite having been revised many a time. 
The concept of the Milk and Milk Products Order which was first 

'mooted in 1965 by NDDIJ wa.s_DotPursued further due to opposition 
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from the Directorate General of Health Services (DGHS) and 
Dlreetorate General of TeehnJeaI Development (DGTD). However, 
at tbe request of the Ministry of Agriculture, NDDB submitted a 
revised draft of the Order in 1975 to be promulgated UDder tbe 
Essential Commodities Act, 1955. In view of tbe comments of 
DGHS, tbe proposed order was further revised to bring it UDder 
the Prevention of Food Adulteration Act, 1954. The matter remain-
ed UDder consideration of DGHS since December, 1918. Surpris-
lD&"ly, in 1984 It was deelded to promul,ate the order under the 
Essential Commodities Aet and NDDB was asked to submit yet 
another draft whleb was received from NDDB in July, 1915. Under 
Ute advice of the Law MinIstry, the proposed Milk and Milk PlO-
duets Order baa nctw been forwahled to the State Governments for 
bavlUac their COIDIIIeDts wbleb are stili awaited. Tbe Committee 
deprecate the laekeda'si eal manner in wbleb tbe questloa of pro-
mulpUq tbeMllk and MIlk Products Order for the rrewtb of 
"Iry tleve10pmeat bas been treated. The Committee stron,ly Ill"(e 
tbe GoverDllleDt to Bnalise and promulcate this important meall\lre 
,,1&bom any further delay. 

E. MetTo Dairies 
3.33 Acoording to Indian {Dairy Corporation, Operation Flood 

Programme envisaged creation of a National Milk Grid covering 
all Class-I cities for milk marketing. By 1990 it is expected that all 
216 Clasa-I cities within and outside OF area would be covered and 
linked to the National Milk Grid. The primary objective of creat-
ing National Milk Grid was stated to be to facilitate ~upplies of 
liquid milk from high potential milk producing areas to the grow-
ing demand centres, specifically the four metro-cities of Delhi, 
Bombay, Calcutta and Madras which have 4 per cent of our human 
population but account for more than 8 per cent of total consump-
tion of milk and milk products. The OF-I project had envisaged 
to enable metro dairies in these four cities to capture command-
ing shares of their milk markets. 

3.34 In reply to a question as to how far the metro-<iairies in 
Bombay, Calcutta, Delhi and Madras have been able to capture 
the market share in these cities, the IDe furnished the following 
Information: -

Cities .. E.tinlated A~r.re Market 
de", ... d thruput sha~ 
19114-85 ( 19114-ll5) ~ 
upd) (11 pd) 

M.d ... 73~ 4 24 57 
Bombay ,..63 11·45 ;1 
~lbi 17. 00 g.!'.;; ;6 
c.lcuna 11.10 ~.29 39 .--------
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3.35 It has also been stated that the Calcutta dairies were fac-
Ing a variety of organisational problems which were an impedi-
ment to the procurement of milk. These included problems relat-
ing to management, financial viability, timely payment to farmers 
and fair and remunerative pricing of milk. 

3.36 In this connection the Committtee are informing by the 
Ministry in a written reply that a request was received from Gov-
ernment of West Bengal that there sbould not be reduc;t:on in the 
supply of skimmed powder by the Indian Dairy Corporation for 
the Greater Calcutta Milk Supply Scheme· till such time when the 
procurement of raw milk registered a significant increase. Re-
quest of the State Government was examined and they were in-
formed that the IDC was supplying commodity to various dairies 
on the basis of the policy approved by the Ministry so that there 
was no disruption in the milk supply. The Greater Calcutta Milk 
Supply Scheme should make all out efforts to procure fresh milk 
and the shortfall might be met through the commodities to be 
supplied by IDC. Adoption of such an approach would reduCle 
dependence on donated commodities. 

MotheT DaiTlI, Delhi 

3.37 Mother Dairies at Delhi, Bombay, Calcutta and Madras are 
owned by the Government of India, Governments of Maharash-
tra, West Bengal and Tamil Nadu Cooperative Milk Producers' 
Federation, Madras, respectively. 

3.38 The proposal for determining the agency which would rua 
Mother Dairy in Delhi as stated to be under consideration ot 
Goverment since 1973. Meanwhile, the Dairy was ready for com-
missioning and the Ministry of Agriculture decided that until 
a final decision was taken in the matter, the NDDB which hat! 
constructed the Dairy on a turn-key basis, should run the Mother 
Dairy in Delhi. The Committee were informed in 1975 that at the 
instance of the M,inistry of Agri41lture, IDe ,had submitted a 
proposal to the Ministry for setting up of a subsidiary of IDe to 
run the Mother Dairy at Delhi. Draft Memorandum of Associa-
tion etc. of this company were also prepared and comments of 
various concerned Ministries obtained thereon. In the meantime 
a proposal was mooted to form an independent company. In 1980, 
it was stated that after examining certain observations relating to 
the 'legal status of Mother Dairy raised by Ministry of Law, a final 
decision would be taken regarding the necessity of entrusting it. 
'management to an independent company. However, the Motller 
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Pairy, Delhi owned by Government of. India is still being operated 
all management basis by NDDB which charges a ma»agement Jee 
of .Rs. 2,000 per day. 

3.39 Tne Committee desired to know the observations of 'the 
Law Ministry on the legal status of Mother Dairy, Delhi and the 
.r!:JlSOns f!>r delay in arriving at a final. decision in the matter. They 
were informed by the ~nistry that the Law Ministry observed in 
.April, 1980 .that the legal status of Mother Dairy as an entity 
n~ededto be clarified. The Delhi Mother Dairy was in the nature 
.01. a Cenral Government Departmental "undertaking' ' without 
\>Eline a. legal entity or having an independent legal existence. In 
view .of the legal complexities involved, it was suggested that the 
advisability of an appropriate statute could be considered. At this 

. stage, in August, 1980, a proposal emerged for the take over of 

..Mo~r Dairy by IOC/NDDB. However, in the meantime, it was 
.. decided that a separate company shou19 be set up but as an interim 
_measure, the Mother Dairy should become a Departmental -Under-
: taking and 51lbseq~ently a. Company. Later, in this connection; a 
proposal was also thought of:to. hand over Mother Dairy to the 
Delhi Administration. 

3.40 Asked about the latest position in the matter;- the -Secre-
tary, Department of Agriculture & Cooperation stated in evi-
dence:-

"The aiternatives are that the State administration takes it 
or the National Milk Marketing Federation takes it be-
cause there is no State Federation. Right now I do not 
think we are actively considering either of these two 

. possibilities .. This is a policy mafter for the Govern-
ment to decide." 

,Thiri Dairy in Delhi 

3.41 A project report is reported to have been prepared by the 
, WDB in June, 1979 for setting up of a third dairy in Delhi;at. a 

cost of Rs. 965 laJ9ls and having a capacity of 4 lakh litres per day. 
',l'h,e. dairy would be designed and set up by the NDDB and ma-
naged by the National Cooperative Dairy Federation of India. How-
.ever, thE location of the site has not been finally decided. 

3.42 Explaining the delay in selecting a site, the Ministry stated 
that the main reason was the availability Of a suitable piece of 
land measuring about 40 acres for the Dairy. The plot measur-

. ing nbout 1'0 acres offered by the Delhi Development Authority in 
-1979 was not' adequate enough to locate the Dairy. Another site 
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in the Mathura Road in the Okhla Industrial area Phase II was 
earmarked' in 1983 by the DDA for the Dairy which was found 
to be suitable. But the same was not allotted. In May, 1984 the 
DDA offered a plot of 40 acres in the Najafgarh area. This plot 
was however, not found suitable after inspection by a team of 
officers. 

.3.43_1n a meeting chaired' by Secretary of Ministry of Agricul-
ture 'on 5th. September, 1985, it was decided to constitute a group 

. for locating and selecting a suitable site. The DDA was stated to 
have located a -site on Rohtak Road. In caSe it was approved by 
the .group, the DDA would take further action to acquire the site. 
The report .)f the· group was expected to be available by April. 
1986. 

3.44 In' reply to a query about the 'cost of this dairy, the' Com-
mittee were informed by Ministry that the dairy was' estimated to 
cost Rs. 12 crores, 

3.45 Phase-I of Operation Flood Project envisaged enabling 
metro dairies in four major cities of Delhi, Bombay, Calcutta and 
Madras to capture commanding shares of their milk markets. The 
Committee, however, find tbat even at the end of Phase-D of the 
project in 1984·85 the market share of the Metro Dairies was 57 per 
cent in Madras, 51 per cent in Bombay, 56 per cent in Delhi and o.nly 
39 per cent in Calcutta. Particularly low market share of Calcutta 
dairy is stated to be because of impediments to the procurement 
of milk caused by a variety of organisational problems including 
those relating to management financial viability, timely payment to 
farmers and fair and remunerative pricing of milk. The CC)mmittee 
would like to stress that the Government/IDC should take imme-
diate steps, in consultation with the State Federations to tackle the 
problems whioh are hampering the progress of procurement of milk 
so that the four Metro Dairies are able to achieve the assigned task 
of capturing the commanding share cd milk. 

3.46 The Committee feel cc.ncerned to note that the question of 
determining the agency which should rnn the Mother Dairy in 
Delhi has been underconslderation of Government since 1973 but 
final decision has not yet been taken. Several proposals were exa· 
mined by Government from time to time including setting up of a 
subsidiary of me to run the Mother Dairy at Delhi, formation of an 
independent company, taking over of the\ Dairy by IDC/NDDB, 
converting the Dairy into a Departmental Undertaking or handing 
it over to the Delhi Administration. However, the NDDB who 
were entrusted the management of the dairy as an interim measure 
stUi continue to manll&'e this dairy and charge Rs. 2000/- per day 



50 

as maD8&'ement fee. The Committee feel that Government do not 
have a will to .. Ive this problem otherwise this matter would not 
have been kept luulgIna- fire for aU these years. The Committee 
desire that _ final decision ~ the matter should be taken imme-
diately and Committee Informed. 

3.47 TIle Committee also deprecate the delay in selection of site 
ror a third dairy In Delhi with a capacity of 4 lakh ntre. per day, 
tbe project report for which was prepared by NDDB as early as in 
1979. This delay has already led to an increase in estimated cost 
of the dall')'l. from Rs. 9.65 crores to about Rs. 12 crores, and the 
ColiUnittee are sure that the cost will go up It ill further if decision 
is further delayed. The Committee desire that ,roup which has 
been set up for the purpose should finish the task assigned to it 
expeditiously and a final decision about the site for the setting up 
of third dairy in Delhi should be taken ~ Government without any 
further delay. 



CHAPTER IV 

UNITS OF IDC 
A. Foot and Mouth Disease Vaccine Plant 

U Foot and Mouth Disease (FMD) is stated to be one of the 
most contagious diseases affecting cloven footed animals and India 
annually loses about Rs. 400 crores in milk yield and about Rs. 110 
crores in drJlft capacity due to the outbreak of this disease among 
cows and buffaloes. 

4.2 Indian Immunologic;als, Hyderabad, a unit of IDC was set 
up at revised estimated cost of Rs. 19.93 crores against the original 
cost estiJmltes of Rs. 18.10 crores. It started production 'Of the 
Foot & Mouth Disease Vaccine (FMDV) in May, 1983. The plaat 
had an annual capacity of 25 million quadirivalent doses, while 
the production capacity of the vaccine in the country before Indian 
Immunologicals was set up was estimated to be 20.2 million doses 
peramnam. 

4.3 In reply to a query about the actual off-take of this vaccine 
the Chairman, IDC stated in evidence that the total off-take of 
FMD vaccine in the country during the last four years i.e. from 
1981-82 to 1984-85 was estimated to be 22 million doses, 1.8 million 
doses, 2.9 million doses and 7.5 million doses, respectively. 

4.4 The Committee desired to know the considerations on which 
the Indian Immunologicals was set up when the oft-take of the 
FMD vaccine was much below the then existing capacity in the 
country. The Department of Agriculture & Cooperation informed 
in a note that a Task Force constituted in 1977 by the Indian Coun-
cil of Agricultural Research for an in-depth study on the require-
ments of FMD vaccine estimated that the requirement of FMD 
vaccine by 1985 would be to the tune of 85 million quadrivalent 
doses. In 1977, the production capacity for the production of 
FMD vaccine was around 4.5 million quadrivalent doses. In order 
to ensure that the country was able to meet the requirements of 
the FMD vaccine by 1985 as determined by the Task Force, recom-
mendations were made for issuing the licence to the Indian Immu-
nologicals to manufacture vaccine with an annu.l capacity Of 25 
million quadrivalent doses of vaccine. 
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4.5 The production of FMD vaccine at Indian Immunologicals 
was 9.57 million doses during 191!3-84 and 2.46 million doses dur-
ing 1984-85. On being as~ about the reasons for low production, 
IDC stated in a written reply that the production had to be kept 
low due to demand constraint,. because of some controversy: over 
the strain to be incorporated in the vaccine: 

4.6 In regard to the controversy, the Animal Husbandry Com-
.missioner informed the Committee in evidence that "when Indian 
Immunologicals gGt the ·sanction for the production of the vacCine, 
they wanted to find out which .type of vaccine contaiI!,.ing 'A' 
strain should be produced by them. All the vaccine manufac~urers 

. in India have been using A-5 or A-10 strain. IDe collected some 
field. samples and sent them t{) the World Reference Laboratory 
(WRL), Pirbright, UK and it was found that' A-22 strain was pre-
dominant and not A-5 or A-10." 

4.7 According to IDC when it was brought to the notice of the 
Ministry that the Animal Virus Research Institute, Pirbright, U:K, 
.has recommended that "~he q~dpvalent vaccil)j:! should contain 
'type A-22 and not type A-5 as is being recommended by . the leAR 
and the present FMD vaccine manufacturing units in the' country". 
Accordingly, the matter was discussed in a meeting held on 8th 
June, 1982 under tile Chairmlfuship of the Joint Secretary '(Dairy 
Development). In this meeting the representative of the Animal 
Virus Research Institute, Pirbright, informed that the results of 
recent :work 'at AVRI showed that· all the samples received from 
India in'the~ct'Wo years have tended to be closer to a known 
A-22 strain than to a known A-5 strain. Since the representative 
of the All India Coordinated Research Project (AICRP) on FMD 
maintained. that the A-5 strain should be incorporated in the 
vaccine, it was agreed at the meeting that the ICAR through its 
AICRP on FMD should make available samples of A-5 strain 
isolated by them stored in their virus banks so that they could be 
sent to the World Reference Laborat-'ry, UK for confirmation. 

4.8 On being asked whether the samples were made available, 
the IDe stated in a note that two samples were sent to the World 
Reference Laboratory which were obtained from the Hissar Typ-
ing Unit of the All India Coordinated Research Project on FMD. 
These two samples were considered to be .A-5 by the Hissar Unit. 
The subtyping results from the World Reference Laboratory in-
dicated that these ~.ere related to A-22 and 'the· results were com-
muniCI ted to the Project Coordinator, All India CoorEunated . Re-
search Project (AICRP) on FMD. Subsequently, five more type 
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'A 'samples received frozn' the Maharuhtra 'centre of the' AlCRP 
on FMD welle sent to the World Reference Laboratory in Novem-
ber,'}982. Only two of these samples were found viable: One of 
them was subtyped and found related to A-22. No more 'samples 
were received for onward tranSinission to·AVRI. 

4.9 In 1982 IDC decided to proceed with incorporation of A-22 
strain in the quadrivalent v81:cine based, on the advice of its foreign 
collaborator Welcome Foundation Ltd, and the World Reference 
Laboratory. ,In November, 1983, when Indian Immunologicals 
commenced. 'marketing, the Animal Husl5andry Commissioner re" 
portedly advised Directors of Animal Husbandry at a meeting in 
Tirupati that they ,should not use quadrivalent FMD ,vaccine con-
taining A-22 strain and that only vaccines containing A-5 strain 
should be used. As a result, no Department of Anlmal Husbandry 
was willing to buy Indian Immunologicals vaccine, 'Raksha'. In 
a ,letter dated 3rd January, 1984 sent to the Animal Husbandry 
Commissioner, the :Additional Secretary, NDDB stated that his 
advice to the Directors of Animal Husbandry had resulted in a set-
back;.in the sale of 'Raksha' Vaccine in the Southern States. 

4.10 Asked to state wheth,er the ~imal Husbandry 'comirus~ 
sioner' was aware of the controversy, the, Chairmal)., IDC stated 
,in 'evidence':-

, "I can only say that the Arumal Husbandry Coinmissioner 
'was fully aware as soon as ~his' controversy.arose." 

4.11 However, when the Committee desired to know from Ani-
mal' Husbandry Commissioner whether ·any advice was given by 
'him not to use vaccine manufactured by Indian Immunologicals, 
the witness stated in evidence:-

"No directive or advise has- been issued by Die in . this 
regard." 

'4.12 Asked to state whether' any meeting' of the State Direc-
tors of Animal Husbandry was held at Tirupati, the witness 'stat-
ed:-

"We ao not have ~ny recor!;!." 

- 4.13 Ih rt!ply' to' a query regarding the cost of the vaccine, the 
Chairman, IDe' stated in evidence:-

~'We discovered that the vaccine which we could make would 
cost only Rs., 2.50 per dose., , .. ' the others also had to 
reduce their price from Rs. 12 to about Rs, 3V' 



4.14 The Committee enquired about the steps taken by the Min-
istry to resolve the controversy. They were informed in a note 
subbmitted by the Ministry that NDDB in its letter of 3rd Janu-
ary, 1984 asked that this problem should be discussed and resolved 
at the next ICAR workshop on FMD to be held in Hyderabad in 
next February. However, the ICAR, which is £lie nodal agency 
for related research on FMlJ informed the Anmal Husbandry Com-
missioner on 8th March, 1984 that in view of the experience gained 
with the use of quadrivalent vaccine incorporating, 0, A-5, C & 
ASIA-I viruses during the last couple of decades and with the 
available epidemiological data obtained from the different parts 
of the couniry, it would not be desirable to change the composi-
tion of the FMD virus types incorporated in guadrivalent vaccine. 
Further ICAR recommended that monevailent vaccine incorporated 
FMD type A-22 should be made ava!lable, wherever necessary, 
especially so in strategic areas. To sort out the controversy bet-
ween ICAR and NDDB, it was felt that the matter needed an in-
depth technical analysis by a high po~red technical group before 
a final decision was taken by the Ministry of Agriculture. Ac-
cordingly a task force was appointed by the Ministry in March, 
1985 under the Charmanship of Dr. M. N. Menon, Ex-Animal Hus-
bandry Commissioner. TJie Committee submitted its report in 
July, 1985. The Committee inter-alia recommended that "Foot and 
Mouth Disease virus of A-22 subtype is the preponderant strain of 
serotype A, actlve in the country and, therefore, it is logical to 
incorporate the appropriate immunologanic strains of A-22, 0, "C 
and Asia-I in all FMD quadrivalent vaccines despite claims to the 
controversy that Afl/ AI0 also are prevalent and have to be includ-
ed to ensure proper antigenic coverage. Such claims are, how-
ever. made without suf!l.cient substantiating evidence. Current 
Indian A-22 strains should, however, be closely investigated." 

4.15 Based on these recommendations the Ministry of Agricul-
ture requested the Drug Controller of India in January, 1986 that 
the manufacturers of FlKD vaccine should be informed that it has 
now been decided that in view of the preponderence of A-22 virus 
in the field outbreaks of FMD this should be incorporated in the 
FMD quadrivalent vaccine. The choice of A-22 strain, however, 
should be left to the manufacturer's judgement, but the strain 
should have arisen from Indian isolates. Further, depending upon 
the experience of manufacturer and the local needs, A5/AIO strain 
might also be incorporated in the form of pentavalent vaccine or 
produced as monovalent vaccine so that immunity already esta-
blished was not adversely affected and possible upsurgence of 
A5/A10 in outbreaks was avoided. Such A5 strains should also be 
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from I1'ldian isolates. It was also dec:ded that the recommenda-
tion would be made known to all the State Animal Husbandry 
Departments and users of FMD vaccine, since much publicity had 
been given to the use of vaccine only containing A-5 strains. 

4.16 Asked to state whether it has not taken too long to resolve 
the controversy. the Secretary. Department of Agriculture & Co-
operation stated in evidence:-

"They should have resolved this controversy much faster." 

U 7. The Committee note that in 1917 when the production 
capacity of the Foot and lVI)uth Disease (FMD) Vaccine in the 
country was 4.5 million doses, a Task Force appointed by the Indian 
Councillof A,ricultural Research estimated that the requirement 
of FMD vaccine by 1885 would be to the tune of 85 million doses. 
Based on these estimates, Indian Immunologicals, a unit of me 
was issued a licence to manufacture FMD vaccine with an annual 
capacity of 25 million quadrivalent doses of vaccine. However, the 
Committee are surprised to find that the actual off-take of the FMD 
vaccine In the country during the years 1~1-82 to 1984-85 was esti-
mated to he 2.2 niilliea doses, 1.8 million doses, 2.9 million ctoses 
and 7.5 million doses respectively. Since! Indla is stated to he los-
Ing annually about Rs. 400 crores"ln milk yield and about Rs. 110 
crores in draft capacity due to the outbreak of Foot and Mouth 
dlsease among cattle aad buft'aloes. the Committee feel that an 
analysis should be made of the factors responsible for the actual 
oil-take of FMD vaccine being far below thel estimated require-
mentE and the Committee apprised of the results of analysis. 

4.18 The Committee are concerned to note that Indian Immu-
noJogirais set up in May, 1983 at an estimated cost of Rs. 19.93 
crores had to drastically cut the production of FMD vaecine (8.57 
million doses during 1983-M and Z.4i million doses during 1984-85) 
due to unseemly controversy over the 'A' strain to be incorporated 
ht the vaccine. Based on the results of field samplles sent to the 
World Reference Laboratory (WRL» , Pirbrlght U.K., the me 
decided to proceed with Incorporation of A-Z2 strain In the quadrl-
valent vaccine while the other IndiaD manufacturers of FMD vaccinli 
were using A-5 or A-16 strain. At a meetiq held in June. 11182 
It was hrought to the notice of Government by a representative of 
tbe AnImal Virus Research Institute, Plrbrlrht that the results of 
recent work at A VRI had shown that aU the samples received from 
India In the last two years had tended to the closer to a known A-22 
!-train than to A-5 s.train. However, the represeDtative of the AIIl 
Jndia Coordination Research Project (AICRP) on FMD maintained 
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t~at the A-a strain should be incorpo.ratec1ln the vaec1ne. In spite 
of this disagreement no serious efforts appear' tohave\ been made' 
by Govenunent to resolve the issue apart from sendliagsoDie more 
samples to the World Reference Laboratory. It was only in Match. 
1985 that a Task Force was appointed for an indepth technical ana-
lysis. Based on 'the recommendations of this . Task Force. 'the 
Ministry of Agriculture decided in January, 1986 that manufae:. 
turers of FMD vaccine should be informed that in vie'w of the prel-
ponderenl'e of A-22 virus in the field outbreaks of FMD this should 
be JncoJ"orated in the FMD quadrivalent vaccine,' The;e was, thos. 
consldePlble time wasted in ,resolving the eontroversy as was' ad-
mitted in evidence by the Secretar{, Department ofAgrieoltUre 
and Cooperation that "they should have resolved the controversy 
much faster," The Committee deprecate the inonlinate delay bt 
arriving at ,a decision regard'ng ineorporationof 'A' strain in the 
FMD ,'acrine. which not only adversly affucteld, the marketing of 
'Raksha' vaccine produced by Indian ImmunologicaIs which con-

,taine<! A-22 strain but also seriously hampered etforts to control the 
Foot and ,Mouth Disease.. The Committee hope that the recommen-
dations of the Task FORe have been given wide publicity among 
State Animal Husbandry Departments and, users of FMD vaccine 
so as, to· dear· the prevailing m'sunderstanding ,with regard to the 
,usefulness of the vaccine manufactured by Indian Immunolegleals. 

~. Hindustan 'Packaging Company 

4.19111 JUlie; 197:> the Ministry' of Industrial Development 
issued a Letter of Intent to IDC for setting up a unit for manufac-
ture of Tetrapak Paper and approved the proposal for, foreign 
collaboration with Mis. Tetrapak International. Tetrapq milk, 
it, was stated, could be stored and transported without refrigera-
tion because of its .long life. The Planning Commission. also made 
a, provision for Rs. 3 crores for setting up of a factory for manu-

,facturing Tetrapak pa.per.. Howevei·, the Ministry of Agriculture 
later decided to drop .the ,proposal in view of the fo.reign exchange 
element in the project, possibility of pollution, higher sale price 
ot milk, uncertainty about the quality of milk jn, hot weather etc. 

4,20 On the recOrhmendations of the Comm'ttee on Public 
'Undertakings contained in thefr 83rd Report (Fifth Lok Sabha)', 
the prop/)sal (submitted by IDC in June. 1977) was considered 
again and the Expenditure Finance Committee cleared the 'propO-
sal' on 5th December, '1977 as a part of Operation Flood II. . The 
Government's 'approval was 'iSsued in July, 1979. The formation 
of a company.' viz. Hindustan Packaging Company was 'approved 
by the Cabinet in November, 1984. ' 
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4.21 When the Committee desired to know the reasons for de-
lay of two years in approvl;I.l of the project, the Secretary, Depart-
ment of Agriculture & Cooperation stated in evidence:-

" ..... OF-II Was cleared on 12th June. 1978. It was inter-
linked." 

4.22 The capital cO.Sit of the project as per the proposal sub-
mitted by IOC in June, 1977 was Rs. 259.06 lakhs. The cost was 
revised in July, 1980 to Rs. 477.83 lakhs. The Expenditure Finance 
Committee, however, approved the revised capital cost of Rs. 450 
lakhs only. 

4.23 When asked about the reasons for increase in cost of 
Rs. 190.94 lakhs, the IDC stated in a written reply that the increase 
was due to increase in the scope (Rs. 41.79 lakhs), staff quarters 
(Rs. 45.40 lakhs), Price escalation (Rs. 87.75 lakhs) and inaccuracy 
in original estimates (Rs. 16.00 lakhs). 

4.24 The Paper Laminating Plant which was to be commission-
ed by August, 1981 was actually commissioned in July, 1983. Asked 
as to why the commiSSioning of the plant was delayed, the Com-
mittee were informed by IDC in a note that the commissionirig 
trials of the plant commenced in July, 1982 after installation of 
permanEnt power connect'on .. The plant was commissioned with 
locally developed material. The indigenisation of raw material 
specially polyethylene and paper took cons'derable time. The 
commercial production after long trials commenced in July, 198;~. 

4.25 The capacity of the Paper Laminat'ng Plant is 700 million 
tetrahedron packs of 500 ml. per annum which was to be fully 
utilised during the fourth year onwards. The producEor, at the 
Plant was 5·15 million packs and 10.16 million packs during 1983-
84 and i1l84-85, respedi\·ely. The targets of annual production 
from 1985-86 onwards were stated to be as follows:-

1988.8g 

1989·QO 

; t minion Pad,! 

!j6 million packs 

156 millioJ'1. pack~ 

. "1'1 million pack. 

. 312 ",mio" pack. 

4.26 When asked about the reasons for low capacity ut'lisation 
of the plant, the Min;stry stated in a written reply that the Paper 
Laminating Plant was set up to produce 700 million packs which 
would be required to feed 45 tetrapak machin('s. These machines 
were to be obtained in two phases. The :mplementationof the 
710 L8--5 .. 
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irst phase of settin, up sixteen machines got delayed as there 
were technological problems faced with the commissioning of the 
lfIachineb and it took time to sort out these problems. IDC was now 
proceeding with the second phaSe of putting up additional pack-
alin, stations. 

4.27 In regarci te the technological problems, the Secretary. 
NDDB, informed the Committee in evidence as follows:-

"There are two units involved-One is paper lamination. 
The paper is used by the dairies to pack milk. For taking 
milk there are mach:nes supplied by the same collabora-
tor. . . . . . .. when we saw that we were unable to pro-
duce long Efe milk, we went into the problem and en-
quired into it. We looked at. as to what was the prob-
lem at Surat Dairy. They said, they are operating ac-
cording to the recommendations made by Tetrapak. 
They (Tetrapak) came and looked at the machine .... 
It was something wrong with the sequenc'ng of the 
valves which were probably wrongly fitted by the col-
laborator ..... they spent a lot of money. They corrected 
the system and the Surat Dairy have been able to run 
the system properly. But the others became sceptical as 
to whether the system works properly or not.'· 

•. 28 'In reply to another query the witness informed the Com-
mittee that this problem was sorted out a year ago. The Como. 
mittee then enquired as to why the targeted capacity utilisation 
has been kept low upto 1989-90, the Manag:ng Director, IDC stated 
in evidence:-

"It is to feed ten packaging stations. . . Three have been 
commissioned and the fourth one is to be commissioned 
any time, as SOon as they get permanent power supply 
..... The other six stations have been planned, out of 
which two would be commiss'oned in the next six 
months' time." 

•. 29 On enquiry as tQ when the full capacity of the Paper La-
Miaating Plant would be utilised, the Secretary, NDDB stated:-

"We can use full capacity only after ten packaging statiens 
Itave been set up. Now only three stations have been 
set up so far." 

•. 3' The ComMittee .esired te know how the rema!rung capa-
lit,- woul. be utilise. till then. They were informed by the Min-
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.stry iD a note that the remaInIng capacity was proposed to be 
utilised for manufacture of flexible laminates. There were indica-
tions that the fruit juice drinks, vegetable oil and other non-dairy 
sectors would also be increasingly using these packing materials. 
It was, therefore, hoped that it would not only be possible to reach 
full capacity but an expansion of plant might also be required. 

4.31 IDC informed in this connection that it had approached the 
Government ~n December, 1983 for necessary permission to utilise 
spare capacity ·of the plant for the manufacture of flexible lami-
nate besides manufacturing lam;nated paper for aseptic packag-
ing. In May, 1984 DGTD recommended the case to Ministry of 
Indu~try on the ground that production was by a public sector 
unit and would indirectly help the cooperative units, though this 
item wa~ reserved for small scale units. Government rejected the 
proposal in July, 1984 because manufacture of "Flexible Lami-
nates" is reserved for small scale sector. 

4.32 On being asked whether the matter was brought to the 
notice of Ministry of Agriculture, the Ministry stated in a written 
reply that the IDC requested the Ministry to take up the proposal 
with the Ministry of Industry for the:r reconsideration. The propO-
sal was examined and recommended to the Ministry of Industry 
on 23rd Janllary, 1985. The matter was pursued at the level of 
Secretary (A&C) in May, 1985. The Ministry of Industry informed 
that the approval of the proposal would militate against the 
policy of reservation of items for exclusive development in the 
small scale sector but agreed to examine further the point that 
it was exceedingly difficult to procure quality lamination equip-
ment within the investment lim:t prescribed for small scale sec-
tor. Meanwhile IDe requested for permission to manufacture 
items such a~; (a) Paper-Polyethylene-Aluminium Foil Laminated 
sandwiched: (b) Paper-Polyethylene-other films Lamination 
sandw:ched' (c) Paper-Polyethylene-HD MEsh Lilrnina,tion sand-
wiched: and (d) HDPE Mesh-Polyethylene Lamination straight, 
etc., which were not reserved for the small scale. The Committee 
have been informed that the matter has been taken up ·..nth the 
Ministry of Industry. 

4.33 When the Committee desired to know the latest position 
in the matter, the Secretary, Department of Agriculture & Coope-
ration stated in evidence:-

"I have to go to the Cabinet to make an exception for IDe's 
requirement. Therefore, it would not be fair to a11v\1l 
IDe to keep its capacity idle on the basis of variou~ ~ 
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licensing re~trictions. I am intending now to take it up 
at the higher leveL" 

4.34 The Committee are informed th~t Tetrapak milk can be 
&tored and transporied without refrigeration because of its. long 
life. Although the Indian Dairy Corporation was issued a Letter 
of Intent in June, 1973 for manufacture of Tetrapak Paper in colla-
boration with Messrs. Tetrapak International and a provision I of 
RI!. 3 crores had heen made hy the Planning Commission for st'tting 
up of a factory, the proposal was subsequently dropped. However, 
on the basis of recommend'ltions of the Committee on Public 
Undertakings contained in their 83rd Report (5th Lok Sabha), the 
proposal was again revived. The Committee regret to point out 
that the Govemment'~ approval to the project was given only in 
July, 1979 when the Expenditure Fin'lnce Committee had cleared 
it in December, 1977, and the project must have also been examined 
hy Government while issuing the Letter of Intent in 1973. 

4.35 The Committee find that not only was the approval Of the 
Tetrapak Project delayed, the commission'ng of the Paper Lami-
nating Plant for manufacture of laminated paper also got delayed. 
The Plant schedLiled to be commissioned by August, 1981 was com-
missioned only in July. 1983. As a result the estimated cost of the 
project increased from Rs. 259.06 lakhs to Ks. 450 lakhs due to price 
escalation, increase in S('ope and l,'l.acclIracy in estimates. The 
(~ommlttee strongly deplore this inordinate delay . 

. 4.36 The Committee are 1l1s!I concerned to note that against a 
capacity of 700 million tetrahedron packs, the production of the 
Paper Laminating Plant was only 5.15 m1lion packs and HI.lS mil-
lion paeks during 1983-84 and 1984-85 respectively. W);.ereas the 
plant was expected to attain full capacity utilisation during the 
fourth year of operation, the target fixed for production even during 
1989-90 is :1l2 million packs. This utterly low capaeity utilisation 
Is stated to be due to the delay in setting up of packaging stations 
which are to utilise the laminated paper produced at the Plant. 
Of the teri such parkaging stations needed for rnnnlng the Paper 
Laminating Plant t() full capacity, only three havtf. so far been set 
up. The Committee need hardly point out that had the setting up 
of these packaging stations been properl~' planned to synchronise 
\'lith the Paper Laminating Pl:Jnt. the Plant set up at a cost of Ks. 4.5 
crores would not have remained largely underutiUsed. They desire 
that every effort should now be made to setup the remaining pack-
aging staUon~ at the earliest. 



4.3,'1 In order to utilise the excess capacity of the Paper LamI-
nating Plant, the IDC approached the Government in December, 
1983 for permission to manufacture flexible laminates besides manu-
facturing laminated paper for aseptic packaging. The proposal was 
rejected on the grounds that manufacture of flexible laminates is 
reserved for small scale sector. The Ministry. of Agriculture again 
rrcommended the proposal to the Ministry of Industry in January, 
1985 PQinting out that it is exceeding~y diffi{,ult .to procure quality 
lamination equipment within the investment limit prescribed for 
small scale sector. No decision has so far been taken in the matter. 
The Committee desire that the matter sll.uuld he sorted out at the 
earlies.t, if necessary ?t the highest level. They also recommend 
tbat IDC should be given p",,"mission to utilise its idle capacity by 
manufacturing at least those items which are not reserved for sm3lll 
scale St'ct(;r and for which the Company has already approached the 
Government. 

NEW DE.LH1; 

April 29, 1986 
Vaisaklwfl,l901l (Saki.) 

K. RAMAMURTHY, 
Chairman, 

Commrttee on publtc Undertaking~{. 
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Statement of Conclusion/Recommendations of the Committee on 
Public Unde1'takings contained in the Report 
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51. No. Reference to paragraph 
No. in the Report 

COllclusioll~!Recommendations 

1. 

2 
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Under the Operation Flood-I, started in July, 
1970, the World Food Programme (WEP) agreed 
to supply free of cost, at Indian Ports 1,26,000 
MT of skim milk powder and 42,000 MT of butter 
oil. The project originally scheduled to be com-
pleted in 1975 was expected to generate Rs. 95.4 
crores by sale of imported gifts, commodities 
and setting up of Mother Dairies which were to 
convert these commodities into milk and then 
into cash. The funds S'O generated were to be in,· 
vested in dairy development, enabling to metro 
dairies in the four major cities to capture com-
manding shares of their milk markets. As are, 
sult of upward revision of sale value of the com-
modities, the actual generation of funds under 
the project was Rs. 116.4 crores. 

The Committee note that the OF-I submitted 
to Government in November, 1968 was cleared 
only in September, 1969. What is more distress-
ing is the fact that the project originally expected 
to be completed in 1975 was actually completed 
in March 1981. Apart from the delay in supply of 
commodities by the WFP, there was delay in 
setting up the Mother, Diaries which were to 
generate funds. While the decision to develop 
the bulk vending machines indigenously instead 
of importing them as originally planned is com-
mendable, the Committee see no justification for 
the long time taken in developing these machines 
which resulted in avoidable delay in implementini 

-'--' ---' ------------------
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the programme. The Committee would 8tress the 
need for proper advance plannin& and timely im-
plementation while undertaking such important 
projects in future 

The Committee note that Operation Flood II 
proposal envisaged its implementation in two 
parts. The pre-programme actions required fuc 
launching the project were to be carried out dur-
ing July, 1977 to June, 1978 and OF-II itself was 
to be implemented during July, 1978 to June, 
1985. However, the pre-project phase took much 
longer time than originally contemplated time of 
one year to complete mainly because most of the 
States are stated to have taken longer time in 
completion of such formalities as signing of basic 
agreements, constitution of State Cooperative 
Federations, preparation of individual State dairy 
development project proposals, etc. and technical 
support and energies of the NDDB and IDe 
were directed towards completion and closin, 
of OF-I. 

The Committee feel that as the Operation 
Flood II was to be a logical continuation of Ope-
,ration Flood I, it should have been possible for 
the Government to persuade the State Govern-
ments to expedite these pre-programme action!! 
and avoid delays in starting OF-II. The Com-
mittee also see no justification for adopting the 
starting date of OF-II as 1 April, 1981 when many 
of the States had signed the agreements in 1973 
and 1979. Besides, the programmes to be imple-
mented under OF-II should have also been started 
simultaneously even though OF-! had to be 
extended upto 1981. 

The Committee observe that the programme 
dimensions of Operation Flood-II were initially 
set for a time period of 8 years including a pre-
programme year, the actual project duration en-
visaged being 1978---.'15. The approved outlay 

of the project of Rs. 485.5 crores included Rs 206 
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crores expected to be generated from gifts of 
1,86,000 MT of skim milk powder and 76,200 MT 
'of butter oil to be received from European Econo-
mic Community and IDA credit for US $ 150 
million. Subsequently, the project was split into 
two phases. Phase-! with an outlay of Rs. 273 
crores ran concurrwtly with the Sixth Plan 
period and was completed in March, 1985. Phase-
II of Operation Flood-II (also called Operation 
FlOod III) is to be implemented concurrently 
with the Seventh Five Year Plan and scheduled 
to be completed by March 1980. Thus the project, 
the start of which had already been delayed by 
three years bas now effectively been extended 
from 1985 to 1990. Not only has the duration of 
the project been extended, the total outlay on 
Phase-I and Phase-II of OF-II has also been in-
creased considerably from Rs. 485.5 crores to TIs. 
958.46 crores, rep:>rtedly to providing funds for 
foot and mouth disease control programme, ,mp-
plementary feeding programme, working capital 
support to federation, etc. As. against the 'Original 
proposal to cover 155 districts, the project is now 
expected to cover some 248 districts. 

The Compmittee are constrained to observe 
that in spite of the fact that the project will now 
cover a wider geographical area with an increase 
in outlay by about 97 per cent and also its com-
pletion time having been extended upto 1900, the 
targets in physical tenns remain more or less the 
same. Also the targets for other components of 
the project like coverage of farmers families, 
number of milch animals to be brought under 
cooperative ambit, rural milk procurement and 
rural processing capacity have not been !'evised 
upwards. Admittedly, this amounts to the diUu-
tion of the programme. The Committee, there-
fore, suggest that the targets of the project 
should be reviewed and revised upward com-
mensurate with the extension of time frame and 
coverage of the larger number of districts. 

-----~---------------
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The Committee have been informed that out of 
the total revised project cost of Rs. 985.46 crores 
(induding both Phase II and Phase III of Opera-
tion Flood Project) Rs. 277.17 crores is estimated 
to have been disbursed upto March, 1985. The 
ba~ance amount of Rs. 681.29 crores is proposed 
to be spent for implementation of Phase III of 
the project during Seventh Plan period i.e. 1985-
86 to 1989-90. Apart from Rs. 238.18 crores car-
ri~d forward from Phase II and IDC's internal 
resources Of Rs. 93.24 crores, the Project is to 
be financed by an anticipated second tranche soft 
loan of US 150 million dollars from the World 
Bank and commodity assistance from EEC to the 
extent of Rs. 144.70 crores. 

However, the Committee are dismayed to 
observe that though Phase III has been started in 
1985-86, it is yet to be approved by the Public 
Investment Board. The World Bank has also 
indicated that there is no possibility of including 
this project in the current plan lending pro-
gramme due to budgetary constraints. The Com~ 
modity aid from EEC is also not assured. In fact, 
the Secretary, Department of Agriculture and Co-
opNation admitted in evidertce "There is no 
money in the Plan. There is no clear indication 
of the external aid." In view of the uncertain 
position of availability of funds the Committee 
have serious doubt about the successful imple-
mentat~on of the Phase III of OF project within 
the proposed time frame. The Committee are 
of the view that if timely action had been taken 
fOr obtaining the necessary foreign aid, such un-

certain situation could have been avoided. They 
desire that the project should now be finalised 
expeditiously and finances arranged therefor. 
The C.ommittee would like to be apprised of its 
proposed implementation. 

The Committee note that the average daily 
import of gift commodities during OF II was 
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84.77 MT of skim milk powder and 24.42 MT of 
butter oil against 31.76 MT and 9.89 MT, respec-
tively, of these commodities during OF-I. They 
need hardly stress that the aim of the dairy deve-
lopment programme of the country in the long 
run should be to become self-sustaining without 
depending on foreign commodity aid but unfor-
tunately, this aspect does not appea~ to have been 
given any thought. The Committee expect that 
the long term policy for daily development stat-

ed to be under formulation should be finalised 
early laying down a time bound programme in 
this regard. 

In their 83rd Report (Fifth Lok Sabha) pre-
sented to Parliament in April, 1976, the Commit-
tee on Public Undertakings had recommended 
that in the long run it would be beneficial to bring 
about merger of Indian Dairy Corporation and 
National Dairy Development Board. The Na-
tional Commission on Agriculture had also ob-
served in September, 1976 that the integration of 
these two institutions was necessary as it would 
lead to integrated approach, better coordination 
and economy of operations. The question of 
merger of the two institutions has since been 
under examination of Government. In the mean-
time the Evaluation Committee On Operation 
Flood II (Jha Committee) in their Report pre-
sented to Government in December, 1984 had re-
commended that as the role and functions of IDC 
are more akin to those of development financing 
institutions like the Nati'Onal Bank for Agricul-
ture and Rural Development (NABARD), the 
Industrial Development Bank of India (IDBI) 
and the Industrial Finance Corporation (!FC), a 
new statutory Corporation be formed to take 
over the functions performed by both the institu-
tions. The Committee note that the Ministry has 
now decided to support this proposal and a note 
has been circulated to other concerned Ministries 
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for their comments. The Committee recommend 
that the proposal should be finalised without any 
further delay as it already ten years since the 
recommendation for merger of IDC and NDDB 
was made by the Committee (1975-76) and its 
advisability has been recommended by the Na-
tional Commission on Agriculture and Jha Com-
mittee. 

The Committee hope that as recommended 
by Jha Committee the new Corporation shall have 
full freedom and flexibility in operation, not less 
than what the NDDB & IDC have enjoyed so f3r 
and be at par with other financial institutions. 
It should permrm a more wide-ranging role be-
yond the confines of the Operation Flood Project 
and provide technical and financial assistance 
even in areas outside the purview of the Opera-
tion Flood. However, the Committee do not agree 
with the IOC's contention that the new Corpora-
tion should also undertake tasks such as oilseeds 
and fruits and vegetables projects. Admittedly, 
these functions are totally distinct from Dairy 
Marketing System. 

Although the annual milk production in the 
-country is stated to have increased from 21.6 
million tonnes in 1969-70 to 38.7 million tonnes 
in 1984-85, the Committee find that different 
authorities have used different techniques for 
assessing the volUme of milk production. Prior 
to 1977-78, the estimates of milk production were 
either those given by the Directorate of Market-
ing and Inspection or those given by State 
Animal Husbandry Departments to the planning 
Commission. These estimates, according to the 
Ministry, were based neither on a representative 
sample survey noOr on an objective survey. 
However, in 1977-78, under a centrally sponsored 
scheme, the State level milk production estimates 
were prepared based on random sample surveys 
but at the end of Fifth Five Year Plan, this 
scheme was transferred to State sector resulting 
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in stoppage of random sample survey in some 
States. In the absence of uniformity of metho-
dology, the Committee wonder how far the 
available statistics in regard to in~rease in milk-
production was reliable. 

The Committee feel that even the milk pro-
ducton estimatiOn under the centrally sponsored 
scheme introduced in 19TI-78 is far from satis-
factory, as this scheme is neither being im-
plemented in all the States ·nor the statistical 
base available for the purpose is adequate. 

Further, there is no independerit check to ensure 
the veracity of the estimates as is reportedly 
done in the case of crop statistics. There is, 
thus, a need for improving both the methodology 
and the instruments for collecting the relevant 
data. The Committee recommend that the 
mechalIlsm for collecting milk production data 
should be gone into by an expert body with a 
view to suggesting a scientific and reliable tech-
nique for assessing the milk production estimates 
realistically. The Ministry have admitted that 

no assessment has been made 90 far of the ex-
tent of contribution made by Operation Flood 
in the increase of milk productipn. The Com-
mittee, therefore, desire that immediate steps 
should be taken for conducting bench-mark sur-
veys of milk production in Operation Flood areas 
to enable a proper evaluation of the contribution 
made. Further, in order that the assessment of 
'Of the milk production in the country is realistic 
which is essential for chalking out long term 
policy for increasing milk production in the 
country, there is imperative need for collection 
of milk production data on a scientific and conti-
nuous basis with an independent check to ensure 
the veracity of the estimates. 

The Committee regret to note that although 
the total production of milk is claimed to have 
been substantially increa~d in the country, its 

------.-------------------.-------
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per 'capita availability still continues to be low-
As pl'r the recommendation of Nutrition Advisory 
Committee of the Indian Council of Medical Re-
search (ICMR) , the per capita requirement of 
milk PeT day is 220 gms. for a nutritious diet. 
The target in this regard set under the Operation 
Flood is stated to be 165 gms. per day to be achi-
eved by 1980. The aCtual per capita availability 
of milk was however, only 144 gms. per day in 
1984-85. Thus even after more tha:n 15 years of 
start of the Operation Flood Project the per 
capita availability of milk in the country remains 
far below the level recommended by the Nutri-
tion Advisory Committee of ICMR and the pro-
spects of its being achieved in the near future 
appear to be bleak to the Committee since the 
per capita target for 1990 of 165 gms. per day is 
itself much below the minimum of 220 gms. re-

quired for a nutritious diet. The Committee 
would like to stress that an outer time limit 
should be fixed by when the level of per capita 
requirement of milk, as recommended by ICMR, 
is to be actually achieved. Besides, a study 
should also be conducted in the Operation Flood 
areas as to what are the factors responsible for 
low consumption of milk by the weaker sections 
of society and suitable measures should be taken 
to remedy this and bring up the consumption of 
milk by the weaker sections to the minimum 
nutrient level. 

The Committee have been informed that th~ 
main reason for the low per capita availability 
of milk is mainly due to low productivity of 
cows because of low genetic potential for milk 

production in majority of local cattle and their 
inl1dequate feeding. Milk production enhance-
ment is one of the central objectives of Operation 
Flood-II. The inputs programme initiated for 
enhancing milk production envisages provision 
of artificial insemination services to produce im-
proved milch animals, animal health cover, feed 
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and fodder development and diary extension etc. 
The Committee are however, constrained to 
observe that out of the envisaged assistance of 
Rs. 108.46 crores under OF-II for this purpose, 
only about Rs. 32 crores were disbursed by IDC 
upto March, 1984 on this programme. The 
drawal of funds by the State implementing 
agencies on this account from IDC which is on 
70 per cent loan and 30 per cent grant basis was 
stated to be low since the latter encouraged 
these agencies to draw upon the State program-
·roes which were availab!e as 100 per cent grant. 
The Committee, however, feel that there should 
be no laxity in the programme for popularising 
and implementing the important inputs prog-

ramme which is intended to enhanCe the produc-
tion of milk. In this connection, the Committee. 
also suggest that the Governme'nt/lDC may con-
sider the feasibility of liberalising the lending 
terms as welI as of increasing the grant element 
in this regard. 

The Committee also find that out of 34,520 
dairy Cooperative societies organised upto March, 
19&5, only 21,333 societies provided animal health 
cover for animals owned by the members. 
Barring 3 or 4 States, the number of cooperative!! 
providing health cover was reported to be small 
and majority Of them could not provide health 

services on the pattern and level envisaged in 
the Anand Model. The Committee have also 
been informed that a shortage of qualified vete-
rinarians has been experienced by most of the 
State Federations which is expected to be of the 
order of 3,800 by 1989-90. The Committee desire 
that immediate suitable steps should be taken to 
overcome this shortage by expansion of intake 
capacity of existing veterinary colleges and by 
establishing new colleges, wherever necessary. 

Operation Flood II aimed at enabling milk pro-
ducers to rear a National Milch Herd of some 
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140 lakh cross-breed cows and upgraded buffaloes 
during 1980's but the progress made so far 'to 
this end is far from satisfactory. According to 
a village enumeration survey carried out from 
April, 1984 onwards in 110 out of 130 milk-sheds 
the number of improved milch animals Wlli only 

7.75 lakhs. While viewing with concern the 
slow progress, the Committee recommend that 
concerted efforts should be made by IDC for 
achieving the targeted number of improved cross 
bred milch animals with a time bound prog-
ramme. 

The Committee are informed that cross-breed 
cow is a more efficient animal for milk produc-
tion compared to the pure bred Indian cow. It 
takes one generation of breeding to produce a 
cross-breed cow. The cross-breed cow drops its 

first calf at the age of 30 months whereas the 
pure breed Indian row drops the calf between 48 

to 54 months. However, reservations have been 
expressed about adoption of cross-breeding in 
India particulary in regard to the suitability of 
cross-bred bullocks for draught purposes. There-
fore, the Committee feel that if we develop our 
own Indian breed animals scientifically, we can 
produce animals superior to European breed. Fur-
thermore, the Indian breeds have greater dis-
sease resistance and heat toleranCe compared tc. 
the European breeds. The Committee, therefore, 
recommend that there should be a judicious blend 
of cross-breeding and development of pure Indian 
breeds. Cross-breeding programme by using the 
imported varieties should be taken up only as a 
short term measure and it should be ensured that 
this activity is confined only to non-descript, low 
producing anima~s and not undertaken indiscri-
minately. In areas, where the domestic varieties 
have been gOOd yielders, et'furts should be made 
to further increase the milk yielding capacity of 
pure breed Indian breeds through a well-defined 
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policy of breeding and sele:tion of the animals, 
as these have greater disease resistance in the 
Indian climate. 

15 2.47 The Committee are informed that since Indian 
farmers are used to working with humped animals 
for draught purposes, the cross-breed animals are 
not popular with them tor this purpose because 
of absence of humps. This problem can, however, 
be overcome by developing a proper hitching sys-
tem. The Committee, would therefore, like to 
stress that effective steps should be taken by 
GovernmentlIDC to develop and popularise a 
hitching system in the country so as to utilise the 
cross-breed animals for draught purposes. 

16 2.48 Operation Flood Project also envisaged in-
creasing the milk yields of cattle by improving 
the produdion of fodder and supply of adequate 
feed. The Committee regret to noote that while 
the cattle feed compounding capacity went on 
increasing from 2,455 MT in 1982-83 to 2,605 MT 
in 1983-84 and to 3,289 MT in 1984-85, the capacity 
utilisation of these plants even during the peak 
months was only 45 per cent, 51 per cent, 50 per 
cent respectively during these years. Despite 
this, new cattle fe~ plants are being set up and 
the ca-pacity of some of the exiSting plants is 

being increased. The Committee cannot but 
stress that before the new p~ant9 are set up and 
capacity of the existing plants augmented there 
is urgent need for concerted marketing eiI&rts to 
popularise this feed which is stated to be 30 to 
40 per cent cheaper than the traditional feeds 
like cotton seeds, oil cake, etc. 

17 2.49 The Committee appreciate that the India:! 
Dairv Corporation has d·~eloped a Urea Molasses 
lick' to improve the digestibility and nutritional 
value of agriculture waste which forms a feed for 
vast majority of catt'e in India. The cost of milk 
production is expected to go down by about 20 
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P;!I" cent with the application of this technology. 
The Committee would like to be wormed of the 
results of efforts being made to create a demand 
~or Urea Molass~ss Lick. At the same time, the 
Committee, would stress' that the importance of 
green fodder should not altogether be ignored 
since, as pointed out by th! National Commission 
on Agriculture, green fodder is essential for milk 
production enhancement particularly for the im-
proved breeds of cows and buffaloes upon which 
greater emphasis is 'being laid of late. There 
should" therefore, be an integrated apprJach by 
using a part of the land. for production of green 
fodder to be madE' available in areas having large 
number of improv~d var.ieties and agricultural 
wastes (straw) iT' areas having low yielding 
animals. 

The Committee are constrained to obser.'e 
that about 14 to 16 lakh litres of surplus mille 
per day is available with the State Dairy Fede-
rations of six States viz. Maharashtra, Gujarat, 
Uttar Pradesh, Haryana, Punjab and Rajasthan 
mainly due to lack of market and comparatively 
low handling capacity. Admittedly, the present 
state of3ffairs is result of th" fact that the ma'!'-
keting efforts have not kept pace with the pro-
curement of milk. Besides, at present the Co-
operativelPublic Sector units in these six States 
are able to pro;:ess only ab;)ut 28 per cent, 39 
per cent, 2.09 per cent, 3.57 per cent, 6.7 per cent 
. and 7.82 per cent respectively, of the milk pro-
duced. In some cases' even the existing proces-
sing capacities are not being fu~ly utilised. 

The Committee are of th~ firm view that to 
me:t the situation in an effective manner, vigo-
rous 'efforts should be made to develop adequate 
marketing facilities for handling the surplus 
milk. Besides, basad on an aSSlE!Ssm~t of avail-
ability of milk in different areas of these StatP.s, 
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the processing capacitie3 should also be augmen-
ted, wherever necessary. As a short term mea-
sure, however, efforts should be made t6 opti-
mise the capacity utiisation of existing units, if 
necessary by having addiLmal shifts. The 
Committee ne~d hardly emphasise that unless 
the problem of ~urplus milk is dealt with with 
a sence of urgency, not only the consumers 
would be deprived of ben~fits of increased milk, 
production but this may also have an adverse 
effect on the producti:m of milk in surp~us areas. 

The Committee are alSo -af the view that there 
is an urgent need for det;rmining rational pric-
ing of milk as it would ensure not only a fair 
return to the mlik producers but also availabi-
lity of milk on a reasonable pri;:e to the consu-
mers However, the committee are distressed 

10 learn that at present no uniform policy' is 
being follOwed in this regard. There are consi-
derable variations in producer as well as oonsu-. 
mer prices rn different States. Even within a 
State. there is no agency for coordinating the 
price!! of different cooperatives. While it may 
not be advisable at this stage to enforco uni-
form procurement prices of milk throughout 
the country, the Committee must emphasise the 
desirability of laying down som:: broad guide-
lines for determination of procurement p:ice., or 
milk in different States. Such guidelines should 

. be framed in consultation with the Commission 
for Agricultural Costs and prices after taking 
into r-cc-:mnt all r;levant cons:drations including 
the enst of fodder an« other inputs. The ulti-
mate objective should be to stimulate produc-
tion ",r.d to achieve self-sufficiency in milk, while 
raising the levels of per capita consumption. 
Whereas, pmmpt payment to producers of milk 
is very essential for the success of C'OOperative 
syst<:!ms, no positive steps s;em to have bee.n 
taken for this purpose and cO!1siderable delays 
in this regard have been reported in some (Ii 
tb States like Madhya Pradesh, Orissa, Sikkim 

--- .. ---- '----_. - ---'--' ~----
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mainly due to operating losses and inadequate 
working capital with the FederationsiUnions. 

Such delays have led to the diversion of milk 
from the cooperative system totrad.rll who not 
only make quick payment but -often give an 
advance to the producer 'in return for a promise 
of Tt'gular supplies. The Committe~, therefore. 
recommend that the IOC should work out a 
scheme to mak~ available some seed/margin 
money'to the Federations facing difficulty of 
working capital. 

The Committee are informed that the Minis-
try of Agriculture issued a circular to all States 
in Mpy, 1985 for constitutirLg a Committee under 
the Chairmansh!p of Minister for Dairy Deve-
loprnent for close monitoring and implementa-
tion of Operation Flood Project in each State. 

The lnonitoring of prompt payment to milk pro-
ducer~ is also stated to be one of the terms c! 
refe~-ence of this Committee. The Committee arE' 
also informed that so far only in 14 Statesi 
Union Territorie~ such Committees have been 
formed. The Committee desire that the Minis-
try of Agriculture should pursUe the matter 
seriol'sly with the remaining State Governments 
so as to acelerate the process of setting up sueh 
committee in those States so that an early solu-
tion to the problem of de'ayed payment to milk 
producers could be found 'out. 

The Corrunittee regret to note that the pro-
posed Milk and Milk Products Order which ainls 
at promoting orderly growth of dairy industry in 
India and ensuring the availability of liquid milk 
to the consumers especially during the lean sea-
son, still remains to be finalised despite having 
being revised many a time. The concept of the 
Milk and Milk Products Order whiCh was flrst 
mooted in 1965 by NDDB was not pursued fur-
ther due to opposition from the Directorate Gene-
ral 'Of Health Services (DGHS) and Directorate 

'. 
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General of Technical Development (DGTD) , 
However, at the request -of the Ministry of Agri-
culture, NDDB submitted a revised draft of the 
Order in 1975 to be promulgated under the Essell-
tial Commodities Act, 1955. In view of the com-
ments of DGHS, the proposed order was further 
revised to bring it under the Prevention of Food 
Adulteration Ad, 1954. The matter remained 
under consideration of DGHS since December, 
1980. Surprisingly, in 1984 it was decided to 
promulgate the order under the Essential Com-
modities Act and NDDB was asked to submit yet 
another draft which was received from NDDB 
in .July, 1985. Under the advice of the Ll'nv 
Ministry, the proposed Milk and Milk Products 

'Order has now been forwarded to the State Gov-
ernments for inviting their comments which 3re 
still awaited. The Committee deprecate the 
lackadaisical manner in which the question of 
promulgating th'! Milk and Milk Products Order 
for the growth of dairy development has been 
treated. The Committee strongly urge the Gov-
ernment to fina~ise and promulgate this important 
measure withou1, any further delay. 

Phase-l of Operation F!ood project envisag-
ed enabling metro dairies in fioilr major cities of 
Delhi, Bombay, Calcutta and Madras; to capture 
commanding shares of their milk markets. The 
Committee, howE'ver, find that even at the end of 
Phase--II of the project in 1984-85 the market 
share of the metro dairies was 57 per cent in 
Madras, 51 per cent in Bombay, 56 per cent in 
Delhi and only 39 per cent in Calcutta. Particu-
larly low market share of Calcutta dairy is stated 
to be because of impediments to the procurement 
of milk caused by a variety of organisational pn>-
blems including those relating to managemeI?t, 
financial viability, timely payment to farmers and 
fair and remunerative pricing of milk. The Com-
mittee would like to stress th3t the Government 

.' 
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IDC should take immediate steps, in consultation 
with the State Federations to tackle the problems 
which are hampering the progress of procure-
ment of milk so that the four Metro Dairies are 
abie to achieve the assigned task of capturing the 
commanding share of milk. 

The Committee feel concerned to note that 
the question of determining the agency which 
should run the Mother Dairy in Delhi has been 
under consideration of Government since 1973 
but final decision has not yet been taken. Several 

proposals were Eoxamined by Government from 
time to time including setting up of a subsidiary 
of IDe to run the Mother Dairy at Dalhi, form'!-
tion of an independent company, taking ova of 
the Dairy by IDC/NDDB, converting the Dairy 
into a Departmental Undertaking or handing It 
over to the Delhi Administration. However, the 
NDDB who were entrusted the management of 
the dairy as an interim measure still continUe to 
manage this dairy and charge Rs. 2000 per day 
as management fee. The Committee feel that 
Government do not have a will to solve this pro-
blem otherwise th:s m3tter would not have been 
kept hanging fire for all these years. The Com-
mittee desire that a final decision in the matter 
should be taken immediately and Committee. in-
formed. 

The Committee also deprecate the delay in 
selection of site for a third dairy in Delhi with 
a capacity of 4 lakh litres per day, the project rl>-
port for which was prepared by NDDB as early 
as in HJ79. This delay has already led t:J an in-
crea:;e in estimated cost of tne dairy from Rs. 9.65 
crores to about Rs. 12 crores, and the Committee 
are sure that the cost will go up still further if 
decision is further delayed. The Committee de-
sire that group which has been set up for the 
purpose should fi'nish the task assigned to it ex-
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peditiously and a final decision about the site Lor 
the setting up of third dairy in Delhi, should be 
taken by Government without any further delay. 

The Committee note that in 1977 when the 
production capacity' of the Foot and Mouth 
Disease (FMD) Vaccine in the country was 4.5 
million doses, a Ta3k Force appoiated by, the 

Indian Council of Agricu~tural Research estimat-
ed that the requirement of FMD vaccine by 1985 
would be to the tune of 85 million doses. B"se:i 
on these estimates, Indian Immunologicals, a 
unit of IDC was issued a licence to manufacture 
FMD vaccine with an annual capacity of 25 mil-
lion quadrivalent doses of vaccine. However,the 

Committee are surprised to find that t~ actual 
off-take of the FMD vaccine in the country dur-
ing thc years J931-82 to 1984-85 was estimated 'to 
be 2.2 million doses, 1.8 million doses, 2.9 million 
doses and 7.5 million doses respectively. Since 
India is stated to bc Jos;ng annually about Rs. 400 
crores in milk yield and about Rs. 110 crores in 
draft capacity due to the outbreak of Foot and 
Mouth Disease among cattle and buffaloes, the 
Committee feel that an analysis should be made 
of the factors responsible for the actual offtake 
of FMD vaccine being far below the estimated 
requirements and the Committe~ apprised of the 
results of analysis, 

The Committee are concerned to note that 
Indian Immunologicals set up in May, 1983 at a."l 
estimated cost of Rs. 19.93 crores had to drasti-
cally cut the production of FMD vaccine (9.57 
million doses during 1963-84 and 2.46 million 
doscs during 1984-85) due to unseemly contro-

versy ,over the 'A' strain to be incorporated in 
ihe vaccine. Based on the resul's of field samples 
sent to the World Reference Laboratory (WR!) , 
Pirbright UK.. t'1e JOC decided to proceed with 

incorporation of A-22 strain in the quadri"~alellt 
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vaccine while the other Indian manufactureres 
of FMD vaccine were using A-5 or A-I0 strain. 
At a meeting held in June, 1982 it was brought 
to the notice of Government by a repre.>entative 
of the Anim:ll Virus Research Institute, Pirbright 

that the results of recent work at A VRI had shown 
that all the samples received from India in the 
last tw') years had tended to be closer to a known 
A-22 strain than to A-5 strain. However, th~ 

representative of the All India Coordinated Re-
search ,Project (AICRP) on FMD maintained that 
the A-5 strain shoule. be incorporated in the 
vaccine. In spite of this disagreement no serious 
efforts appear to have bee'! made by Government 
to resolve the iSSue apart from sending some 
more samples to the World Reference Laboratory.-
It was only in March, 1985 that a Task Force was 
appointed for an in-depth technical analysis. 
Based on the recommendations of this Task Force, 
the Ministry of Agriculture decided in January, 
1986 that manufacturers of FMD vaccine sh,ould 
be informed that in view of the preponderance of 
A-22 virus in the field outbreaks of FMD. th!s 
should be incorporated in the FMD quadrivalent 
vaccine. There was, thus, considerable time 
wasted in resolving the controversy as was ad-

'mitted in evidence by the Secretary, Department 
of Agriculture and Cooperation that "they should 
have resolved the controversy much faster." The 

Committee deprecate the inordinate delay in 
arriving at a decision regarding incorporation of 
'A' strai,n in the FMD vaccine which not only 
adversly affected the marketing of "Raksha' vac-
cine produced by Indian Immunologicals which 
contained A-22 strain but also seriously ham-
pered efforts to control the Foot and Mouth 
Disease. The Committee hope that the recommen-
dations of the Task Force have been given wide 
publicity among State Animsl Husbandry De-
partments and users of FMD vaccine so as to 
clear the prevailing misunderstanding with re-
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gard to the usefulness of the vaccine manufac-
tured by Indian Immunologicals. 

28 4.34-4.35 The Committee are informed that Tetrapak 

29 4.36 

milk can be stored and transported without re-
frigeration because of its long life. Although 
the Indian Dairy Corporation was issued a Letter 
of Intent in Junl', 1973 for manufacture of Tetra-
pak Paper in collaborat:on with Mis. Tetrapak 

International and a provision of Rs. 3 crores' had 
been made by the Planning Commission for set-
ting up of a factory, the proposal was subsequent-
ly dropped. However, on the basis of recom-
mendations of the Committee on Public Under-
takings contained in their Bard Report (5th Lok 
Sabha) , the proposal was again revived. The 
Committee regret to point out that the Govern-
ment's approval to the project was given only in 
July, 1979 when the Expenditure Finance Com-
mittee had c!eared it in December, 1977, and the 
project must have a130 been examined by G.)v-
ernment while issuing the Letter of Intent in 
1973. 

The Committee find that not only was the ap-
proval of the Tetrapak Project delayed, the com-
missioning of the Paper Laminating Plant for 
manufacture of laminated paper also got delayed. 
The Plant scheduled to be commissioned by 
August, 1981 was commissioned only in July, 
1983. As a result the estimated cost of the project 
increased from Rs. 259.06 lakhs to Rs. 450 lakhs 
due to price escalation, increase in scope and 
inaccuracy in estimates. The Committee 3tron~ly 
deplore this inordinate delay. 

The Committee are also concerned to note 
that against a capacity of 700 million tetrahedron 
packs, the protection of the paper Laminating 
Plant was only 5.15 million packs and 10.16 mil-
lion packs during 1983-84 and 1984-85 respective-
ly. Whereas the plant was expected to attain 
full capacity utilisaiton during the fourth year of 
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operation, the target fixed for production even 
during 1989-90 is 312 million packs. This utterly 
low capacity utilisation is stated to be due to the 
delay in setting up of packaging stations which 
are to utilise the laminated paper produced at 

the Plant. Of the ten such packaging stations 
needed for running the Paper Laminating Plant 
to full capacity, only three have 90 far been set 
up. The Committee need hardly point out that 
had the setting up of these packaging stations 
bee:l properly planned to synchronise with the 
Paper Laminating Plant, the Plant set up at a 
cost of Rs. 4.5 crores would not have remained 
largely underutilised. They desire that every 
effort should now be made to set up the remain-
ing packaging stations at the earliest. 

In order to utilise the excess capacity of the 
Paper Laminating Plant, the !DC approached 
the Government in December, 1983 for permiaIlon 
to manufacture flexible laminates besides manu-
facturing laminated paper for aseptic packapIg. 
The proposal was rejected on the grounds that 
manufacture of flexible laminates is reserved for 
small scale sector. The Ministry of Agriculture 
again recommended the proposal to the Ministry 
of Industry in January, 1985 pointing out'that it 
is exceedingly difficult to procure quality lamina-
ting equipment within the investment limit pres-
cribed for small scale sector. No decision has 80 
far been taken in the matter. The Committee 
desire that the matter should be sorted out at the 
earliest, if necessary at the highest level. They 
also recODllllelld. that me should be given per-
mission to utilise its idle capacity by manufactur-
ing at least those items which are not reserved 
fot;. small scale sector and for which the Company 
has already approached the Government. 

GMGIPMRND-LS 11-710 LS-17-6-86-IlOO. 
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